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SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 
   
B E T W E E N:   

THE CATALYST CAPITAL GROUP INC.  
and  

CALLIDUS CAPITAL CORPORATION 
Plaintiffs 

 - and -  
   

WEST FACE CAPITAL INC., GREGORY BOLAND, M5V ADVISORS INC. 
c.o.b. ANSON GROUP CANADA, ADMIRALTY ADVISORS LLC, FRIGATE  
VENTURES LP, ANSON INVESTMENTS LP, ANSON CAPITAL LP, ANSON 
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Defendants  
KEVIN BAUMANN 

 
NOTICE OF MOTION  

 
  
 
 

1. The Defendant Kevin Baumann (“Baumann”) will make a Motion, to The Honourable 

Justice McEwen on the Commercial List returnable on Friday, February 26, 2021 at 

10:00AM via Zoom video conference, or such other date that  the Honourable Justice 

McEwen determines. 

PROPOSED METHOD OF HEARING:  

2. The Motion is to be heard 
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 [ ] in writing under sub-rule 37.12.1(1) because it is on consent or unopposed or made 

without notice;  

[ ] in writing as an opposed motion under sub-rule 37.12.1(4);  

[X] orally.  

 

THE MOTION IS FOR: 
 

(a) An order requiring the plaintiffs to answer the questions that were refused and/or taken 

under advisement during the cross examination of James Riley (“Riley”) on October 27, 

2020, as set out in the chart appended hereto as Appendix “A”; 

 

(b) An order requiring Riley to reattend on a date to be fixed by the Court to answer any and 

all questions arising out of the answers pursuant to subparagraph (a) above; 

 

(c) The costs of this motion; and  

 

(d) Such further and other relief as this Honourable Court my deem just. 

 
THE GROUNDS FOR THE MOTION ARE: 
 
Background 
 

(a) In this action, the plaintiffs allege that Baumann conspired with the other defendants to (i) 

file false whistleblower complaints with regulators and police; (ii) spread false rumours 

about Catalyst and Callidus; (iii) short-sell the shares of Callidus; (iv) publish a false article 

about Callidus in The Wall Street Journal; (v) Conspired with other borrowers of Callidus 
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to file a sham defence in the guarantee actions; and (vi) wrongly criticized the yield 

enhancements of Callidus. Baumann has categorically denied that he has participated in any 

conspiracy.  

 

(b) In the fall 2019, Baumann, among several other defendants to this action, brought a motion 

to dismiss the action as against them pursuant to s. 137.1 of the Courts of Justice Act, on the 

basis that the action is a “strategic lawsuit against public participation” (“SLAPP”). 

Baumann's anti-SLAPP motion is scheduled to be heard with similar motions being brought 

by other defendants in May 2021. 

 
(c) The parties exchanged Affidavits of Documents and Schedule A productions on or about 

December 31, 2019. In October 2020, the Plaintiffs served a Supplemental Schedule B. 

 

(d) On May 29, 2020, Catalyst and Callidus delivered their Responding Motion Record in 

response to the anti-SLAPP motions. That record contained two affidavits sworn by Riley: 

one affidavit to support the Plaintiffs’ conspiracy allegations, and another affidavit to 

support the allegations of defamation (the “Riley Affidavits”)  

 
Riley’s Cross-Examination 

(e)  On October 27, 2020, Baumann cross-examined Riley on the Riley Affidavits. 

(f)  During the cross-examination, Riley improperly refused to answer questions and produce 

documents that are relevant to issues raised in the anti-SLAPP motions.  
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(g) In particular, Riley refused to answer questions and produce documents relating to the 

following: 

(i) What has transpired relating to the winding down of Callidus?  What assets remain in 

Callidus?  

 

(ii) For Riley to produce the information and records referenced in the email sent to the 

plainiffs by Baumann on October 23, 2020 to facilitate the cross examination of Riley:  

• Communications between the plaintiffs and their CRO Sinclair and other parties.  

• Production of police report filed by the plaintiffs against Baumann three years after 

guarantee action commenced to the Blackfalds RCMP.  

• “Yield enhancement” agreements entered into between Callidus and borrowers and 

independent third-party reports as claimed that exist by Glassman. 

• Email communications between the plaintiffs and the OSC relating to “yield 

enhancements”.   

• All communications between the plaintiffs and Mr. Craig Boyer (“Boyer”) relating 

to borrowers.  

 

(iii) Baumann is seeking confirmation whether Scott Sinclair  (“Sinclair”) or his Company did 

or did not sign a Code of Conduct and Ethics document. 

 

(iv)  Riley refused to answer whether he was aware that Scott Sinclair had been sanctioned by 

the OSC prior to Boyer insisting that Sinclair be the engaged by Alken in order to receive 

contracted funds from Callidus.  
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(v) Baumann requested Riley to respond whether there was or was not a confidentiality 

agreement within the credit agreement. 

 

(vi)  Did you ever ask or did anyone within Callidus ever ask Alken to top up its loan? 

 

(vii) Baumann is seeking confirmation whether Riley did or did not sign a Code of Conduct and 

Ethics document? 

 

(viii)  Why was the Code of Conduct and Ethics was not filed at SEDAR, as promised within the 

prospectus?  

 

(ix)  The National Bank reports relating to the $0.50 cents to $1.00 value of the yield 

enhancements? 

 

(x) Baumann is seeking the independent reports Glassman spoke of within Callidus’ Q2 2016 

public earnings call transcripts. 

 

(xi)  Baumann requested the 14 agreements between borrowers and the 14 independent “yield 

enhancement” reports referenced by Mr. Glassman in the Q2 2016 Earnings Call 

Transcript.  

 
(xii) Did Callidus’ investigator out of Edmonton receive any response about any investigation 

commenced by the Blackfalds RCMP and informed Riley about? Baumann is requesting a 
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copy of Callidus’ RCMP complaint filed by Callidus against Baumann. 

 
(xiii) Baumann requested a copy of the email or communication that Callidus or its 

representatives alleged by Riley to have provided to Baumann with several options for a 

CRO, before Callidus installed Scott Sinclair into Baumann’s company. 

 

No sustainable claim of litigation privilege, solicitor-client privilege, or any other 

privilege has been asserted by the plaintiffs over such questions and matters under 

refusals and under advisement nor does any exist over the refusals and under 

advisement. 

(h) Rules 1.04, 2.01, 30, 34.12, 34.15, 37, 39, and 57 of the Rules of Civil Procedure; and 

(i) Such further and other grounds as Baumann may advise and this 

Honourable Court may permit. 

   
THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of 

the motion: 

(a) The pleadings and proceedings herein; 

(b) The Affidavit of Kevin Baumann, sworn February 16, 2021; and 

(c) Such further and other evidence as Baumann may advise and this Honourable Court may 

permit. 

 
 

 

 

15



- 7 - 

} 

 

 

 

 

 

Date: February 16, 2021 

 

Kevin Baumann 
Box 109 
Bluffton, Alberta T0C 0M0 
Telephone: 403-505-7784 
Email: pekiskokb@gmail.com 
Self-Represented 

Defendant 
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Tel: 416.367.7437 
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Maura O’Sullivan (LSO #: 77098R) 
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Leora Jackson (LSO #: 68448L) 
Tel: 416.865.7547 
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M5V Advisors Inc. c.o.b. Anson Group Canada, Admiralty Advisors LLC, Frigate 
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Kassam, Adam Spears and Sunny Puri (collectively, the “Anson Defendants”) 
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Suite 2400 
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Lucas E. Lung (LSO #: 52595C) 
Tel: 416.601.2673 

18



- 10 - 

} 

 

 

Fax: 416.601.4192 
llung@lerners.ca 

 
Rebecca Shoom 
Tel: 416.601.2382 
Fax: 416.601.4185 
rshoom@lerners.ca 

 
Lawyers for the Defendants, 
ClaritySpring Inc. and Nathan Anderson 
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Devin M. Jarcaig (LSO #: 62223U) 
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Rob Copeland 
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Durham, NC, 27713 USA 
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Suite 100 
400 Applewood Crescent 
Vaughan, ON L4K 0C3 
Tel: 416.879.6965 
darryl@dlevittassociates.com 
Defendant 
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Fax: 416.644.5198 
 
Ben J. Hahn (LSO #64412J) 
Tel: 416.640.2667 
ben@whittenlublin.com 
 
Lawyer for the Defendant, 
Gerald Duhamel 

 
AND TO:  McCarthy Tétrault LLP 

Suite 5300, TD Bank Tower 
66 Wellington Street West 
Toronto, ON M5K 1E6 
Fax: 416.868.0673 
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Tel: 416.601.7998 
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Erin Chesney 
Tel: 416.601.8215 
echesney@mccarthy.ca 
 
Lawyers for the Defendant, 
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A.J. Freedman (LSO #: 73196R) 
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Lawyers for the Defendant, 
Bruce Livesey 

 
AND TO:  John Does #4-10 

Defendant 
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Court File No. CV-17-587463-00CL 
 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 
   
B E T W E E N:   

THE CATALYST CAPITAL GROUP INC.  
and  

CALLIDUS CAPITAL CORPORATION 
Plaintiffs 

 - and -  
   

WEST FACE CAPITAL INC., GREGORY BOLAND, M5V ADVISORS INC. 
c.o.b. ANSON GROUP CANADA, ADMIRALTY ADVISORS LLC, FRIGATE  
VENTURES LP, ANSON INVESTMENTS LP, ANSON CAPITAL LP, ANSON 

INVESTMENTS MASTER FUND LP, AIMF GP, ANSON CATALYST  
MASTER FUND LP, ACF GP, MOEZ KASSAM, ADAM SPEARS, SUNNY  

PURI, CLARITYSPRING INC., NATHAN ANDERSON, BRUCE  
LANGSTAFF, ROB COPELAND, KEVIN BAUMANN, JEFFREY  

MCFARLANE, DARRYL LEVITT, RICHARD MOLYNEUX, GERALD DUHAMEL, 
GEORGE WESLEY VOORHEIS, BRUCE LIVESEY AND JOHN DOES #4-10 

Defendants  
 

AFFIDAVIT OF KEVIN BAUMANN 
FEBRUARY 16,  2021 

 
I, Kevin Baumann, of Bluffton, in the Province of Alberta, MAKE OATH 

AND SAY: 

1. I am a Defendant and as such have knowledge of the matters contained in this Affidavit. 

I have personal knowledge of the matters set out in this Affidavit, except where I have relied 

on information from others, in which case I have identified the source of my information 

and believe it to be true. 

 

2. To the extent that I have included any references to privileged or confidential documents or 

records or communications,  I have provided it solely for context and I do not waive or 

intend to wave any privilege or confidentiality. 
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3. The plaintiffs allege that I made false complaints to the police and regulatory agencies.  

 

4. A copy of the plaintiffs’ Amended Amended Statement of Claim (CV-17-587463-00CL) 

dated June 14, 2019 is attached marked as Exhibit A. 

 
5. It is my belief that the plaintiffs have engaged in an unlawful and wrongful pattern of 

misconduct stemming from an illegal and deceptive business plan involving  the use of a 

non-IRFS financial metric that the plaintiffs have termed as “yield enhancements”.  This 

scheme was stopped by the Ontario Securities Commission (“OSC”) as not having any basis 

for compliance with Part 3A and Part 4A of National Instrument 51-102. Callidus was 

placed on the OSC Errors and Refilings List which is attached marked Exhibit B. 1  

 

6. The inappropriate use by the plaintiffs of “yield enhancements”  was one of the concerns 

that I complained about and for which I am now being sued for in these proceedings.  

 

7. The “yield enhancements” was a mechanism that the plaintiffs attempted to achieve by 

making loans to borrowers and largely controlling the borrower’s assets or business. Many 

of my complaints related to “yield enhancements” and Callidus’ distorted use of them, yet 

there is no disclosure or production by the plaintiffs of any agreements relating to Mr. 

Glassman’s statements within earnings call transcripts whereby he stated that borrowers 

entered into agreements with Callidus to give Callidus a “yield enhancement.” Glassman 

also stated there were independent valuations to support Callidus’ claims of “yield 

                                                        
1 Page 415 SEC 1st Whistleblower Report 

11

34



 12 

enhancements” and that the “yield enhancements” were reviewed by auditors and other 

third-party valuators as can be seen in Callidus’ Q2 2016 and attached as Exhibit C. 2 

 

8. I verily believe that the plaintiffs continue to engage in an ongoing pattern of unlawful 

conduct consistent with prior misconduct of the plaintiffs which I had complained about, 

and for which I am now being sued for in these proceedings. This misconduct includes 

accounting manipulation, deception on investors, insider trading and interference in 

lawsuits outside of the Courtroom, including even in the United States. Attached marked as 

Exhibit D 3  

 
9. I have consistently expressed concerns around the plaintiffs’ improper use of so-called 

“yield enhancements” , which concerns were validated by the OSC. These “yield 

enhancements” were used to artificially boost the performance of Callidus and therefore its 

corresponding share price.    

 
10. As can be seen from Exhibit E, I have requested on numerous occasions from the plaintiffs’ 

counsel full and proper disclosure relating to matters which are material and relevant to this 

motion. These requests have largely gone unanswered by the plaintiffs’ counsel and the 

relevant records have been concealed from disclosure within the plaintiffs’ affidavit of 

documents. My requests for disclosure involved information around Callidus’ claims of 

recognized and unrecognized yield enhancements.  

 

                                                        
2 Page 437 paragraph 3 SEC 1st Whistleblower Report  
3 Page 1589-1594 SEC 3rd Whistleblower Report  
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11. Background to Callidus’ Improper Use of “Yield Enhancements”  

Glassman states within Q2 2016 Earnings Call Transcript highlighted on page 4 of Exhibit 

C, “We deal in a market segment where our clients often go through structural changes. 

As a result, it is very common for a client to need or desire changes to the original deal 

with Callidus. When such changes are requested or needed by the client, Callidus may 

choose to accommodate the borrower, and in exchange, demand or request a change in 

the economic relationship, resulting in what's known as "yield enhancement". These 

yield enhancements can take many forms. The most commonly understood would include 

revenue royalty streams, periodic fee arrangements, warrants and limited equity 

participations.” On page 10 of Exhibit C “The value is not determined by us. The value is 

actually determined in conjunction with third-parties outside of the firm and then 

reviewed with the auditors. The IFRS rules are incredibly specific and esoteric. The form 

of the yield enhancement itself will determine when it hits your financial statement and 

where. So, for example, under the IFRS rules, there is zero discretion in dealing with this 

issue. So, if you are receiving work or options as we did in this particular case, one is 

required to value those options or warrant and put them through the P&L.” 5 Also on 

page 10 of Exhibit C “This is a recurring and ongoing part of our business. It is a 

fundamental part of the business. It's critical to how we run the business. It will 

contribute. Albeit in a very lumpy way, in every period going forward, they will be 

revalued as required under IFRS on a quarterly basis. But as the book grows, as you can 

see, with almost 40% of our loans having some form of yield enhancements, one can 

                                                        
5 Page 431 paragraph 5 SEC 1st Whistleblower Report 
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easily understand that, as the book grows, so will yield enhancements and it requires 

valuation by TheStreet.”  6 

 

12. Controversy Around Callidus’ Yield Enhancements and its Relevance to This Motion  

I cannot locate a single borrower that Callidus entered into a yield enhancement agreement 

with.  I verily believe that all yield enhancement agreements, if they did exist, were entered 

into between Callidus and its own appointed Chief Restructuring Officer (CRO’s) within 

borrower companies. Scott Sinclair is an individual that Callidus insisted I appoint as a CRO 

in my business (Alken Basin Drilling Ltd.) in order to obtain ongoing contracted funding. 

In spite of Callidus reporting in excess of 300 million dollars of unrecognized and 

recognized yield enhancements (approximately only 10 million dollars of the 300 million 

dollars came to fruition and were included in the end of year audited financial statements), 

there has been no disclosure by the plaintiffs relating to the purported yield enhancement 

agreements within the plaintiffs’ affidavit of documents and furthermore the plaintiffs have 

refused to make production even after numerous unanswered requests made by me to the 

plaintiffs’ counsel attached as Exhibit E. 

 

13. Glassman claimed within the Q2 2016 Earnings Call Transcript that:  

“The value is actually determined in conjunction with third-parties outside of the firm 

and then reviewed with the auditors.”  7 

                                                        
6 Page 437 paragraph 3 SEC 1st Whistleblower Report  
7 Page 437 paragraph 1 SEC 1st Whistleblower Report  
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In spite of the plaintiffs’ assertions, there have been no yield enhancement agreements 

between borrowers that have been disclosed or produced by the plaintiffs, no third-party 

valuation reports have been disclosed or produced, nor have reports or communications to 

or from the auditors supporting the plaintiffs’ claims of review by auditors and outside 

parties been disclosed within the plaintiffs’ affidavit of documents. Considering Callidus 

disclosed in excess of 300 million dollars in yield enhancements, the vast majority which 

was unrecognized yield enhancements, and the OSC determining that there was no basis for 

Callidus reporting on unrecognized yield enhancements, my questions are proper. The 

plaintiffs are suing me for over 450 million dollars for asserting that their yield enhancement 

scheme was improper and manipulative, yet they refuse to disclose or answer questions 

relating to it.  I verily believe that this was an unlawful scheme to deceive borrowers to take 

loans from Callidus, and for Callidus to then attempt to pump Callidus’ share price with the 

“yield enhancements”, while endeavoring to sell Callidus to a third party at an inflated 

value, while at the same time that Callidus’ loan book was deteriorating by its own hands.  

 

14. A cross examination of Mr. James Riley (“Riley”) was conducted on October 27, 2020. A 

copy of the transcript is attached marked as Exhibit F.  

 

Refusals and Under Advisements 

15. The following provides the background to questions within Riley’s Refusals and Under 

Advisements Chart attached as Exhibit G: 
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16. For the plaintiffs’ convenience, I sent to the plaintiffs’ counsel an email on October 23, 

2020 (four days prior to Riley’s cross examination) listing some of the materials I would be 

requesting during my examination of Riley to assist me in conducting a proper cross 

examination of Riley. The email was provided to the court reporter as well. Attached as 

Exhibit H is my October 23rd email.  

 

17. Mr. Moore’s response to my October 23, 2020 email on the screen is set out within page 

382 line 12 of Exhibit F “We are here to have a cross-examination on the SLAPP motions. 

I am not going to go through all of these points because it will just take up too much time 

and debate on this cross-examination, and I don't want to interfere with your ability to 

ask relevant questions, but I will just make this observation as an example. The first 

document referred to involves in CRO Sinclair and other parties, and he is one of the 

parties who you wanted to enjoin in your amended counterclaim that Justice Hainey said 

could not be brought forward at this time. And so we don't agree that all these records 

are relevant or material to the SLAPP motions, and so we are not going to give that 

undertaking.” 

 

18. Refusal number 1 on Chart – Winding Down of Callidus   

Mr. Moore refused to have Riley answer this question on the basis that Riley said he 

couldn’t remember what he said.  This contradicts Riley’s earlier response as can be seen 

on page 269 and 270 Exhibit F, whereby Riley answered, “Callidus is in the course of a 

wind-down, and there is a new entity called FrontWell Partners that was launched in 

September”.  Further on page 269 and 270 it confirms the similar ownership structure of 

16
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ownership of Callidus and FrontWell. I verily believe that the plaintiffs have incorporated 

a new company (FrontWell) to avoid liability in this case and counterclaims in other cases. 

It is necessary in order to pierce the corporate veil. 

 

19. Refusal Number 2 on Chart– Questions Within Prior Email Sent to Plaintiffs’ Counsel 

Mr. Moore on behalf of Riley, refused to have Riley answer any questions set out in my 

prior email and which are relevant to this motion. Given the plaintiffs’ incomplete 

disclosure and lack of production I have not been able to complete an appropriate cross 

examination of Riley. Furthermore, Riley’s refusal has hindered me in defending this action.  

 
20. Refusal number 3  on Chart – Signing of Callidus Code of Conduct by Representatives 

 
Mr. Moore refused to answer whether Riley or Sinclair or Sinclair’s company, Sinclair 

Range, signed Callidus’ Code of Conduct and Ethics document. 

 

It is relevant to establish whether Riley and Sinclair signed Callidus’ Code of Conduct and 

Ethics as that document states that the signatory’s must conduct themselves with the utmost 

honestly and fair dealing. Attached as Exhibit I. 

 
21. Refusal number 4 on Chart 

 
Riley refused to answer whether he was aware that Sinclair had been sanctioned by the OSC 

prior to Callidus insisting that Sinclair be engaged by Alken in order to receive contracted 

funds from Callidus.  
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22. Taken Under Advisement number 5 on Chart and subsequently refused 

The plaintiffs have alleged that I have breached confidentiality relating to loan documents 

as claimed in Exhibit A. I sought in the cross examination of Riley to confirm whether there 

was any confidentiality clause within the main credit agreement.  

 
23.  Taken Under Advisement number 6 on Chart and subsequently refused 

I requested information as per terms of the credit agreement whether Callidus officially 

requested a paydown/top-up of a portion of the loan.  

 

24. Taken Under Advisement number  7 on Chart and subsequently refused 

I sought confirmation whether Riley did or did not sign a Code of Conduct and Ethics 

document. 

 

25. Taken Under Advisement number  8 on Chart  and subsequently refused 

I asked why Callidus’ Code of Conduct and Ethics was not filed on SEDAR, it was a 

condition that the Code of Conduct be filed prior to trading – this is relevant in that I 

maintain my assertions that the plaintiffs have violated their own Code of Conduct on 

multiple occasions. A Code of Conduct would have  set the bar for the plaintiffs and their 

agents’ conduct, all of which I have complained that the plaintiffs have not adhered to. 
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26. Taken Under Advisement number  9 on Chart and subsequently refused 

I requested the National Bank reports of Callidus’ claims supporting a $0.50 to $1.00 per 

share price which Glassman stated is undervalued. Glassman maintained as per the Q2 2016 

earnings call transcript that the yield enhancements were undervalued. 8 

 

27. Taken Under Advisement number  10 on Chart and subsequently refused 

I asked for the independent third-party valuator reports relating to yield enhancements 

referenced by Glassman within the Q2 2016 earnings call transcript. 9  I verily believe that 

they do not exist because they haven’t been disclosed or produced.  

 

28. Taken Under Advisement number  11 on Chart and subsequently refused 

I asked for independent third-party valuator reports. I believe this is relevant to the Anti 

SLAPP motion as the plaintiffs have sued me for challenging their yield enhancement 

scheme.  

 

29. Taken Under Advisement number  12 on Chart and subsequently refused 

I requested the plaintiffs’ to disclose their RCMP complaint in Alberta against me. I have 

produced my Calgary police report. 10 The Alberta complaint further confirms Callidus’ 

retaliatory actions against me after I exposed Callidus’ and its representatives’ misconduct, 

which misconduct is ongoing. The RCMP have informed me that no charges would be 

brought against me. I believe this was malicious and was filed two years after the plaintiffs 

                                                        
8 Page 431 paragraph 7 SEC 1st Whistleblower Report  
9 Page 437 paragraph 1 SEC 1st Whistleblower  
10 Page 1082 SEC SECOND Whistleblower Report  
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false allegations against me.  Due to the prior and ongoing misconduct of the plaintiffs 

which  I have exposed and which I am being sued for opposing,  I have included my 

complaints to the Securities and Exchange Commission Exhibit J.  

 

30. Taken Under Advisement number  13 on Chart and subsequently refused 

I requested confirmation whether other parties were advanced by Callidus to Alken Basin 

Drilling Ltd other than Sinclair. Riley answered that he thought that several names where 

put forward for my consideration. Riley stated he would have to go back and look at the 

file. To date, Riley has not answered the question. I believe this is relevant because the 

plaintiffs have accused me of falsely complaining that Sinclair was imposed on me by 

Callidus.  

 

31. The plaintiffs’ have asserted that the questions were improper and related to a counterclaim 

I intended to bring in these proceedings and which is outstanding in Alberta. While these 

questions have significant overlap with all of the claims the plaintiffs have against me, it 

does not depart from the relevance and materiality of these records and materials within the 

Anti SLAPP proceeding. 11  

 

32. I verily believe that compelling the plaintiffs to properly answer the questions that were 

refused and taken under advisement  are necessary and directly related to the issues in the 

Anti SLAPP Motion and to which the plaintiffs have continued to attempt to conceal, 

validating my concerns of the plaintiffs’ pattern of misconduct.  

                                                        
11 Page 891-922 SEC 1st Whistleblower Report  
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CORPORATE PARTICIPANTS 
 
Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. 

................................................................................................................................................................................................................................ 
 

OTHER PARTICIPANTS 
 
Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) 

Stephen Boland 
Analyst, GMP Securities LP 

Paul Holden 
Analyst, CIBC World Markets, Inc. 
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MANAGEMENT DISCUSSION SECTION 
  
Operator: Good morning, my name is Sharon, and I am your conference operator today. Welcome, everyone, to 
the Callidus Capital Corporation Second Quarter 2016 Results Conference Call. At this time, all lines are in listen-
only mode. After the speakers' remarks, there will be a question-and-answer session. [Operator Instructions] 
 
Listeners are reminded that portions of today's call and of today's discussions, including responses to questions 
posed in today's call, constitute forward-looking statements that are subject to risks and uncertainties related to 
the company's future financial or business performance and condition. Actual results could differ materially from 
those anticipated in these forward-looking statements. Risk factors that may affect results are detailed in the 
company's filings with Canadian Securities Regulatory Authorities, which can be accessed at www.sedar.com.  
 
Please note that the company is under no obligation to update any forward-looking statements discussed today, 
except as required by applicable law, and investors are cautioned not to place undue reliance on these 
statements. 
 
On the call today with us today from Callidus are Newton Glassman, Executive Chairman and Chief Executive 
Officer; David Reese, President and Chief Operating Officer; Dan Nohdomi, Chief Financial Officer; Jim Riley, 
Secretary; and Paula Myson, Vice President Investor Relations and Special Projects.  
 
At this time, I would like to turn the call over to Mr. Glassman. Please go ahead. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. 

Thank you, Sharon. Good morning, everyone, and thank you for joining us for our second quarter 2016 results 
call. During the call, we will be referring to information providing the financial statements and the MD&A and the 
associated news release for the quarter. All are available on our website as well as SEDAR.  
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As always, we appreciate your feedback on our materials. So, please feel free to communicate directly with any 
member of the Callidus team mentioned earlier by Sharon. We will try to keep our comments brief to allow for 
ample time for Q&A. David and Dan will provide you with some insight into the details of the operating and 
financial results for the quarter, but to begin, I would like to comment on some significant milestones we have 
reached in the quarter, as part of the ongoing evolution of Callidus, including positioning the company to restart 
growth and accelerate the creation of value for all of our shareholders. 
 
It is particularly important to highlight the fact that we have intensely held our loan book constant over the last two 
quarters, as we undertook a campaign, but first, protect the value of our shares against market opportunists, 
review the internal processes and staffing to ensure our preparation for the next phase of growth, and solidify our 
value proposition for all shareholders going forward. 
 
As such, our quarterly result reflects asset management to loan book against the backdrop of initiative to create 
immediate and long-term value for stakeholders by closing the discounts in our shares from their fundamental 
value and an enhancement of our capital structure to both reduce future cost of capital and support our projected 
growth, growth which is clearly not currently reflected in the company's stock price.  
 
The cornerstone in this quarter of our capital markets' activities is a new senior secured investment grade facility 
created to fund our loan portfolio growth going forward. It is the securitization facility that will have four investment 
grade debt tranches ranging from AAA to BBB, and represents about 64% of incremental funding in and of itself 
going forward. 
 
The ratings are important because they indicate that our cost of debt will decline as we move more loans into the 
securitization program and simultaneously improve the company's liquidity. At the margin, it means that Callidus 
itself will fund CAD 9 million in cash for every CAD 100 million incremental increase in loan growth, able ultimately 
to recover 100% of the growth due to the participation agreement with Fund V. We expect the securitization 
program to represent an ever growing proportion of our capital structure, as it becomes the ultimate source of 
funding for the incremental growth in our portfolio and further reduces our cost of capital.  
 
I'd like to give you some perspective on how the facilities will be used going forward. The securitization program 
will augment what we already have in place. Our existing facilities will basically function as a warehousing 
facilities. We will finance new loans initially in the facilities that already exist, our syndicated senior facility and 
currently the Catalysts [indiscernible] (04:47) facility. 
 
As loans aggregate to a size that can be effectively securitized, they will be moved into the securitization program. 
The securitization program will commence with an initial amount of CAD 165 million, of which approximately 64% 
will receive an investment grade rating. As new loans are added to the total amount in the facility, and therefore 
the proportionate represents of total debt funding will obviously rise.  
 
Second is the inflection point between the NCIB and SIB programs against the value of deploying capital in the 
loan portfolio. The return for a participating shareholders has been good, but the trend has shown that there is 
significant potential for continued future value creation. During this interim period, we have generated cash and 
have a scalable facilities now to expand liquidity. [ph] And we're going now (05:41) at a point where we must 
deploy some of that liquidity in order to maintain our increase return to shareholders.  
 
Simply stated, building cash, not used in the SIB or NCIB to this time – at this time, since only about a third has 
been funded into the SIB, has [ph] hurt (05:58) and cash flow's leverage too low and negatively impacted both net 
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income and return on equity. As a result, we will restart loan growth in the portfol io while we complete the current 
SIB and consider a follow-on NCIB thereafter. 
 
The Callidus platform is a lot more dynamic use of scale we can achieve and – furthermore, we have always 
stated that we have and we'll continue to add people ahead of projected growth and strengthen the team in the 
process. [ph] As first step for such (06:39) is the announcement of the addition of a Chief – the creation of a Chief 
Credit Officer. Jay Rogers will be Callidus' first Chief Credit Officer. Jay brings with him extensive credit and 
workout experience most recently as the senior member of Cerberus Capital Management team, and particularly 
their finance company called Ableco or used to be called Ableco, now called Cerberus Finance – Business 
Finance. 
 
As Chief Credit Officer, Jay will be responsible for managing the aggregate risk in the loan portfolio, coordinate 
and manage the work-out of certain credits, and recommend appropriate strategies to the Credit Committee to 
enhance the operations and overall quality of the loan portfolio. In addition, we will be adding other senior 
underwriters and senior members of management over the next two quarters to manage, ahead of time, the 
proposed and projected increase in the loan book. 
 
Last but certainly not least, we are able to update you on the yield enhancements we have spoken off in previous 
quarters and especially last quarter, which also positively influenced our results in this particular quarter. For the 
benefit of those who are unfamiliar with yield enhancements, they are required under IFRS accounting rules and 
are generally no-risk or low-risk financial [ph] instruments (07:57) we receive when we make an accommodation 
to a borrower. 
 
Yield enhancements are unequivocally and undeniably a fundamental, ongoing, repeating part of the business for 
a company such as Callidus. It is therefore a key part of normal operations, albeit they can be lumpy.  
 
We deal in a market segment where our clients often go through structural changes. As a result, it is very 
common for a client to need or desire changes to the original deal with Callidus. When such changes are 
requested or needed by the client, Callidus may choose to accommodate the borrower, and in exchange, demand 
or request a change in the economic relationship, resulting in what's known as "yield enhancement". These yield 
enhancements can take many forms. The most commonly understood would include revenue royalty streams, 
periodic fee arrangements, warrants and limited equity participations.  
 
Please note that the form of yield enhancements determines the impact that is reported on the profit and loss 
statements or the balance sheet with essentially no discretion to management under the IFRS rules.  
 
On our last call, we estimated that we would have yield enhancements on seven loans to report in Q2 with three 
following in Q3. In terms of value, we reported that National Bank had valued the yield enhancements between 
$0.50 and $1 per share in their valuation prepared in April, in conjunction with the substantial issuer bid. We also 
stated at that time that we thought that it was unduly conservative and incorrect. As you will see in our MD&A, we 
have exceeded all of those estimates. We have indicated that there are yield enhancements in place on 13 loans, 
which is almost 40% of our total portfolio. 
 
These have been internally valued, according to IFRS and with third parties, at CAD 57 million pre-tax with CAD 
34.8 million or CAD 0.68 per share on a diluted basis recognized in this quarter alone. Since yield enhancement is 
an ongoing and critical part of our business, this proves our previous assertions that this has not been properly 
valued by either the market, including being substantially undervalued by National Bank Financial in their SIB 
valuation. 
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The value of the yield enhancements will be reviewed every quarter, and some of those changes as required by 
IFRS will be put through the income statements and others via the balance sheet. We would expect the yield 
enhancement not only to add to value, but unfortunately, will also add some volatility of the results going forward. 
 
I will now ask David to walk us through the operating results for the first quarter.  
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. 

Thanks, Newton. Once again, we're pleased that the quarter continued our overall long-term trend of consistent 
improvement with significant gains in the key metrics of gross yield, net income and return on equity. As of 
yesterday, gross loans receivable before derecognition stood at CAD 1.218 bill ion, which is what we would 
expect, given we had held the loan book constant for the past two quarters.  
 
Looking forward and giving you some guidance on growth in the portfolio, the loan pipeline remains very strong at 
approximately CAD 940 million, and which includes signed back term sheets and the balance of funding for 
Project Resolve of approximately CAD 150 million. On the repayment side, we received full repayment on two 
loans during the quarter, totaling just under CAD 60 million. That brings our 2016 year-to-date repayments to six 
loans, totaling about CAD 165 million. 
 
Looking forward to Q3, we are expecting approximately CAD 75 million in repayments, based on the loan balance 
as of August. Over the next quarter, we expect the resolution of another CAD 10 million of gross loans receivable, 
representing four loans in our watch-list accounts. 
 
I want to note that we consider loan repayments to be a critical part of our growth. Successful loan repayments 
demonstrate how, working with Callidus, our clients benefit from properly sized and designed facilities to support 
the successful rehabilitation of their companies. This helps future clients gain confidence in our capabilities and 
the repayments provide us with capital to redeploy. 
 
Now, I'll ask Dan to discuss the financial highlights for the quarter. Dan? 
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. 

Thanks, David. Callidus recorded a strong financial performance in the second quarter. I'd like to highlight a few of 
these key metrics and what were the main drivers in their change from prior periods.  
 
Our earnings for this quarter, for the first time, include the impact of the yield enhancements that Newton has 
discussed, these are options, and therefore, there will be some variability or volatility in their valuations from 
quarter-to-quarter. To make it easier for investors to compare our results historically, our reporting, beginning in 
this quarter and going forward, will present the key financial performance metrics  with and without the impact of 
yield enhancements. 
 
EPS were up CAD 0.39 per share or 115% from last quarter, and CAD 0.37 or 104% from the second quarter of 
2015, primarily because of the addition of yield enhancements during the quarter. Revenue after derecognition 
was down 7% or CAD 3.6 million from the first quarter, and increased CAD 6.6 million or 17% from the prior-year 
period. 
 

105

128



Callidus Capital Corp. (CBL.CA) 
Q2 2016 Earnings Call 

Corrected Transcript 
12-Aug-2016  

 
1-877-FACTSET   www.callstreet.com 

 6 
Copyright © 2001-2016 FactSet CallStreet, LLC 

 

Our consolidated gross yield for the quarter was up at 20%, compared to 19.4% in the first quarter of 2016, and 
18.8% in Q2 of 2015. The main driver here is the recognition of additional fees during the period. If we break 
down the gross yield by our two products, traditional Callidus loans and Callidus Lite, we earned 20.5% on our 
core Callidus product and 14.4% on our Callidus Lite loans. Both are up from Q2 of 2015, when we earned 19.9% 
on the Callidus loans and 14.2% on Callidus Lite. 
 
Moving on to one of our most important metrics, ROE, we delivered a record ROE of 29.2% during the second 
quarter, which compares to 13.9% and 15.2% in the second quarter last year. Net income of CAD 37.5 million 
increased 119% from CAD 17.1 million last quarter and 103% from the second quarter of 2015.  
 
We have two offsetting unique events that have a substantial impact on net income and ROE, yield 
enhancements and the Gray Aqua provision. Newton has already discussed the yield enhancements. The Gray 
Aqua provision was CAD 12 million during the quarter or over 80% of our total loan loss provision for the period. 
David will be providing some background and commentary on this event in his comments.  
 
Our leverage ratio, which is measured as net debt to gross loans, was 38.5% at quarter-end, consistent with the 
ratio last quarter, as there was not a material change in the size of our portfolio during the period. Going forward, 
however, we do expect this increase as we access funding for new loans from our new securitization program.  
 
During the quarter, we've recognized the recovery of CAD 8.5 million under the Catalysts guarantee due to the 
recognition of specific loan loss provisions. Our liquidity and therefore our capacity to fund new loans has three 
components. Cash on hand, the undrawn capacity in our debt facilities and further funding we can obtain for loans 
from Callidus Fund V. 
 
At the end of the quarter, total liquidity would be able to support approximately CAD 480 million of new loans. This 
leaves us in a very good position and meet the funding requirements that come from our robust pipeline.  
 
Looking forward, our liquidity will increase again in the third quarter with the finalization and close of our new 
securitization facility, which should allow us to lever our loan portfolio by an incremental CAD 25 million. So, 
based on these key metrics, our second quarter financial results extended our overall record of strong and 
improving performance. David? 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. 

Thanks, Dan. I'd like to expand on one of the items Dan touched on in his comments. Dan mentioned the impact 
of our provision for loan losses on net income. I want to go into more detail on the provision and what drove that.  
 
The provision for the quarter was CAD 14.4 million, which is a provision rate of 4.9% on an annualized basis. This 
is running above where we're guiding you last quarter to a range of 2.5% to 3.5% on an annualized basis. While 
risk is a part of our growing business, the current rate is above where we want it to be.  
 
The largest item including the provision for the second quarter related to the Gray Aqua Group. You'll recall that 
we have already taken CAD 25.4 million in provisions against this loan to-date. This quarter, we had another CAD 
12 million, bringing the total to CAD 37.4 million. This is a loan that was made to a New Brunswick -based salmon 
farming operation that also has operations in Newfoundland. The collateral on this loan was a combination of 
fixed assets and working capital. 
 

106

129



Callidus Capital Corp. (CBL.CA) 
Q2 2016 Earnings Call 

Corrected Transcript 
12-Aug-2016  

 
1-877-FACTSET   www.callstreet.com 

 7 
Copyright © 2001-2016 FactSet CallStreet, LLC 

 

[ph] In the working capital is inventory. (17:27) The largest inventory of a salmon farming operation is salmon. 
Like all other inventory, we have third-party appraisals prepared on a periodic basis. We have just received a new 
appraisal, which indicates the significant downward change in the quantity and quality of the salmon inventory. 
There are likely several factors contributing to the decline in the value of the fish, most notably, a detrimental 
change in water temperature and an infestation of marine parasites, sea lice to be exact. As a result, we expect 
the harvest of this inventory to be much smaller and of less value than originally estimated. 
 
With the final harvest not occurring until March 2017, we will continue to monitor this issue and take any steps to 
maximize the value of the inventory. We will also begin the process of selling the fixed assets comprised mainly of 
machinery and equipment. We constantly adjust our underwriting criteria based on what we see in the market and 
what we experience and learn on individual loans. We have made changes to our practice based on the Grey 
Aqua experience. Going forward, we will not underwrite loans to businesses where their collateral and cash flow 
are dependent on biological assets that can unexpectedly and unpredictably deteriorate.  
 
With that, I'll turn it over to Newton for a final comment before we move to questions. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. 

Thanks, David. We have spent the time to enhance our capital structure and are on track to achieve a lower 
sustainable cost of capital while funding our future growth for our next phase. It places us in a very strong position 
to benefit from the favorable conditions in the marketplace, as we restart our loan portfolio growth.  
 
As we enter this new phase, our strong liquidity position allows us to continue to return significant capital to our 
shareholders through a monthly dividend as well as to those that wish to participate in our existing SIB and future 
capital markets program. And as our ROE strengthens even further with the growth, since this is a highly scalable 
business, the ability to increase leverage and our lower cost of capital, long-term shareholders will share in the 
strong positive future results for Callidus. 
 
As always, I would like to thank our investors for their continued support. And now, operator, we'll be pleased to 
take questions. 
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QUESTION AND ANSWER SECTION 
  
Operator: [Operator Instructions] Your first question comes from Jaeme Gloyn from National Bank Financial. 
Your line is open. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Yeah. Good morning, guys. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
Good morning, Jaeme. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
The first question is related to the Gray Aqua provision. Can you just elaborate on the size of that loan? How – 
what percentage of provisions have you taken to-date as percentage of the loan? And then, a follow-up, the final 
inventory in March 2017, does that coincide with the maturity of the loan as well? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
So, I'll take the first cutout. And then, David, you can expand on it. I don't believe the size of the loan is public, but 
the vast majority of the loan has already been written off. Under IFRS rules, we have to value the collateral on an 
ongoing basis. We're very careful with Gray Aqua. When the value [ph] came in, that there (21:00) is a problem 
with the inventory. And remember, most of our loans are valued or are [ph] lend against (21:07) inventory 
receivables and the balance of the [ph] gains fixed (21:11) equipment or machinery and equipment.  
 
We took the provision. The reality is that Gray Aqua was a mistake. We tried something, as I said last quarter and 
we tried to enter into a new area. We are going to, on occasion, try new areas and new approaches as a growing 
business. And at times, we'll get it right. And at times, we'll get it wrong. Gray Aqua is a one-off situation in the 
sense that we [ph] lend against (21:36) inventories that's biologic in nature, and we thought that the operators as 
well as the third-parties that we had engaged would be able to help us understand the business.  
 
Clearly, the business was more – is more complicated than we thought. We tried it. It didn't work. We'll clean it up 
to the extent that there is any more left to be written-off. If and when the value of the remaining collateral fall 
below that value, we'll take a provision on it. But you need to understand that the collateral includes machinery 
equipment in a number of locations. And at some point, we're obviously going to get very, very close, it's not 
already there, to the underlying value of the collateral that is not fish related.  
 
So, right now, we're very comfortable with where the provision is. It could go in both directions. It could go up, but 
it also could go down in the future, meaning the provision will be adjusted relative to the value of the underlying 
collateral. In terms of the inventory [audio gap] (22:38) all of our loans are technically 364-day loans and have to 
be renewed. I don't remember the exact date, maybe David does, when that loan is up for renewal. So, we are in 
the process of dealing with the loan, and we will deal with this in due course and in a timely manner regardless of 
when the actual technical due date is. 
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David? 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. A 
Thanks, Newton. I don't recall the date of the loan offhand. Even if I did, I don't think we would probably disclose 
it. I don't really have anything to add to your comments, unless Jaeme has a follow-on question on Gray. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
No. But I will follow on just some other loan disclosures, specifically related to oil and gas loans. I noticed that the 
collateral coverage ratio declined from [ph] 172% to 118% (23:27) from Q1 to Q2. Can you just describe what 
happened or what drove that decline? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
The decline in – first of all, I don't know about you, but having collateral of 118% makes me pretty happy in 
something that's been beat up [ph] in a sector, (23:47) I suspect that most lenders, especially the Canadian banks 
[ph] that blends with the sector, (23:51) would be beyond ecstatic to have 118% coverage on their loan.  
 
That being said, again, both under IFRS and under internal policy, we revalue the collateral on an ongoing basis. 
When we see the collateral changing, we change the value of the collateral. And at times, if we're worried about it, 
we will change the requirements under the borrowing base. So, if we saw – as an example, if we saw a loan in oil 
and gas or anywhere else that didn't have sufficient collateral, we would consider changing the borrowing base 
and advancing less. If we see any of these loans approaching something that concerns us, we'll either advance 
less or change the borrowing base, as these are right. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Okay. Great. Fair enough. Shifting gears to the yield enhancements and the CAD 32 million gain, can you just 
sort of elaborate on the size of the [ph] potential can, (24:52) the size of the original loan that those warrants are 
associated with? What's the value of shareholders' equity or percentage that that CAD 32 million would represent 
of the company? And then, maybe just some commentary on the industry or sector that those warrants are 
attached to. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
Some of that, I could answer. Some of it, we're not legally allowed to answer for a bunch of reasons. We will not 
tell you the size of the original loan. It is a loan that originally was troubled. We helped the company review their 
operations. They entered an additional and extra line of business, [ph] which makes their credit basically found. 
(25:46) They came to us and asked us if we would amend and help them with our facility to help them go in that 
business. It is a huge incremental increase in their business. They seemed to be executing well to extremely well.  
 
We are very supportive of them. They are a poster child of how we can help and why we would want to help a 
company that first was in trouble and then figures out a way to get out of trouble. Without our help, it would not 
have been able to go into this additional business, which is, in terms of revenue, billions of dollars for them 
potentially. At least, the first part of it is a couple of billion dollars or more.  
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The value is not determined by us. The value is actually determined in conjunction with third-parties outside of the 
firm and then reviewed with the auditors. The IFRS rules are incredibly specific and esoteric. The form of the yield 
enhancement itself will determine when it hits your financial statement and where. So, for example, under the 
IFRS rules, there is zero discretion in dealing with this issue. So, if you are receiving work or options as we did in 
this particular case, one is required to value those options or warrant and put them through the P&L.  
 
Similarly, when we receive a cash fee, that also must be run through the P&L. If we have [ph] Gray's equity 
(27:36) being granted to us or other forms of yield enhancements, it actually goes on to the balance sheet and is 
only recognized on the P&L at the time of the sale. I understand that that's complicated and I understand it's hard 
to follow. There's no discretion. There is nothing we can do nor is there anything we would do other than abide 
explicitly and directly with the IFRS rules. 
 
In addition, under the IFRS rules, we are required to recognize whether it's on the P&L or the balance sheet, the 
yield enhancements in the period in which it becomes obvious that that is available to us or that is the agreement 
with the party has been entered into. So, this quarter's yield enhancements disclosure actually incorporates in 
effect some things that have in the past been in our P&L, such as fees or revenue and other things that have not, 
such as the option in this one situation and some other things that are on the balance sheet which have not in the 
past been included. 
 
This is a recurring and ongoing part of our business. It is a fundamental part of the business. It's critical to how we 
run the business. It will contribute. Albeit in a very lumpy way, in every period going forward, they will be revalued 
as required under IFRS on a quarterly basis. But as the book grows, as you can see, with almost 40% of our 
loans having some form of yield enhancements, one can easily understand that, as the book grows, so will yield 
enhancements and it requires valuation by TheStreet. 
 
So, right now, we don't think TheStreet is valuing either the restart of growth or the ongoing contributions of yield 
enchantments to the earnings stream and the earnings power of the business. One approach, which was 
suggested to me, which I actually think is, at least, intellectually acceptable, albeit I don't believe it 's the right way 
to do it, is that similar to the way public-private equity firms are valued, where they value the management fee at a 
higher ongoing multiple that they carry, it would be arguable that the income stream of normal income would be 
valued in our business at Callidus at a higher multiple than the ongoing value of yield enhancement. But it's very 
clear to me that a 1 multiple on that value is simply intellectually indefensible.  
 
We've already exceeded essentially the valuation on a 1 multiple basis that National Bank included in their 
valuation in the SIB and even the most conservative approach, where there would be a lower multiple on yield 
enhancement to normal earning, would result in a multiple greater than 1. So, clearly, this is something t hat we're 
going to have to help TheStreet understand and TheStreet will decide how to value.  
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Okay. So, just one point to clarify. The unrecognized value of CAD 22.2 million, where is that on the balance 
sheet right now? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
That's not on the balance sheet. 
................................................................................................................................................................................................................................ 
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Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Okay. Sorry. But I thought I heard you said it was on the balance sheet. Okay. 
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. A 
No... 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
No, what I said is that IFRS requires specific and explicit treatment sometimes on the P&L, sometimes on the 
balance sheet and sometimes you don't recognize it until it's earned.  
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Right. Okay. The last question just before I turn it over. With respect to the expenses, you'd mentioned that 
there's been some recent hires within the quarter and you expect to make some hires subsequent to the quarter. 
How do you see expenses evolving over the coming quarters? I guess, how much of these new hires are 
reflected in the current quarter and how much would you expect to be reflected going forward? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
I think that's actually a really good question. I think all of these questions have been really good, actually. We've 
always said that we hire ahead of growth. We've always said that when we are growing. We argued that our 
expenses were ahead of what we thought the normalized amount would be. I would argue that our expenses 
currently are a little bit but not a lot, meaning in Q2 and Q1 where they would be. But since we're restarting 
growth, we would expect that, even with the hires to come more into line and go down over time, it might be 
lumpy at the frontend and then come down as a percentage. 
 
We think that's the right way to build the business. We think that you actually have to have the people in the 
business and understanding it ahead of your need for them so that they can actually learn it. Historically, we have 
said publicly that, roughly, for every CAD 100 million of growth, the operating leverage is such that [ph] by CAD 
500,000 (32:52) of expense is lumpy because, this time, you're hiring a more expensive person like a chief credit 
officer or an underwriter or whatever. And then, next time, you're hiring a field examiner or a collateral clerk.  
 
Typically, we would backfill the office after we've built in the higher and more senior people. We would expect, as 
a result of the increased leverage and the new securitization facility, that overall and over the next two quarters to 
four quarters our expense ratio is actually coming down and our cost of capital is coming down, but it will take us 
a few quarters. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Okay. I'll turn it over to somebody else for now. 
................................................................................................................................................................................................................................ 
 
Operator: Your next question comes from Stephen Boland from GMP Securities. Your line is open.  
................................................................................................................................................................................................................................ 
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Stephen Boland 
Analyst, GMP Securities LP Q 
Good morning. Just two questions. I guess, you've already touched on the provision. Can you talk on the recovery 
that occurred in the quarter? Is that from one loan or is it just the ongoing adjustment with your collateral values 
that you're getting that money back from – through the guarantee? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
David, Dan, maybe you guys could answer that. 
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. A 
Sure, Newton. The recovery of CAD 8.5 million is just a normal course for us. It covers some loans that are 
guaranteed from Callidus and that's really all it is, Stephen. 
................................................................................................................................................................................................................................ 

Stephen Boland 
Analyst, GMP Securities LP Q 
Okay. And Gray Aqua is not part of that recovery, right? 
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. A 
We haven't disclosed that. But I think if you look at and see that we took a CAD 12 million provision and that our 
total recovery was CAD 8.5 million. 
................................................................................................................................................................................................................................ 

Stephen Boland 
Analyst, GMP Securities LP Q 
Right. Just confirming. Okay. Maybe the second question is just for you Newton and looking forward over the next 
four months to your past comments about going private, restarting growth as you said, you're throwing some big 
EPS up, your SIB [indiscernible] (35:04) essentially nearly done and you're considering then an NCIB.  
 
If the stock is near or at the range of the National Bank, is your rent really the trigger or is it – if January comes or 
February and the stock is still – if it hits that range but doesn't stay there, what should we look forward to? Is it 
ongoing battle for you to keep the shareholders in surplus value in all these mechanisms that you're doing? 
Hopefully, that was clear. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
I think I understand parts of the question. So, let me try to address as much as it is I can. And if I missed 
something, you can re-ask or you can clarify the questions, Stephen. First off, I think one of your underlying 
assumptions about the SIB is not correct. The SIB, unfortunately, for us, has only had about 1/3 of it tendered.  
 
As of the last extension that I think was July 30, [ph] so either 29th or 30th. (36:10) Only about 1.2 million shares 
out of an offering for CAD 3.7-ish million had been tendered, which is somewhat disappointing to us because, 
frankly, it's better for the company more shares that are tendered into the SIB. As a result of the SIB, we're sitting 
on a lot of cash because we have to actually have the cash to settle at a fairly quick basis, sometimes within the 
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days or a couple of days of the shares being tendered. So, we have to actually sit on cash, which in turn has 
reduced our leverage as you can see from the numbers to about 38.5% – 40-ish percent. 
 
And that in turn has hurt what otherwise would have been net income and ROE. The SIB is a critical part of what 
we're trying to do for long-term shareholders. We work for the long-term shareholders. It's our job to figure out the 
best ways for them to get a return. At CAD 16.10, it is our view that, even to the midpoint of the National Bank 
valuation, that's a 25% return roughly, CAD 4.16, but 25% essentially no change in risk and risk that's a no 
execution risk. Returns, in our view, is actually a very good use of capital to the investors. What we've noticed is 
that as a result of holding the book steady, that cash is actually going up. And that will further hurt both ROE and 
net income if we don't start deploying the cash, which is why we have said that we will restart growth. 
 
Notwithstanding that, we clearly on an operating basis exceeded all of TheStreet's target. And if you include yield 
enhancements, which we believe and can prove is an ongoing part of the business, we massively exceeded all of 
TheStreet's targets. So, it's a little surprising for me this morning to read – I read three positive notes about the 
company exceeding expectations and one with a very short headline that said that we missed the operating 
expectations, which is just factually not correct. 
 
So, the problem that we're going to deal with going forward is what's the value if there is to be a growing private 
transaction. And the answer is that we will engage in a process if the stock has not – oh, let me go back. So, you 
mentioned something about the National Bank valuation. Clearly, the National Bank valuation is too low. They 
included CAD 0.50 to CAD 1 for yield enhancement, and we've actually basically disclosed CAD 0.50 really more 
than the pre-tax at about CAD 0.60-odd after tax per share. I think it was about CAD 0.60 odd, CAD 0.62 of share 
after-tax if my math is correct. And that would assume it was only a 1 multiple, which is just mathematically not 
correct. 
 
So, clearly, it's our view that the National Bank valuation itself is too low on the low side. And to be fair to National 
Bank, they didn't have the same amount of data that we have now because we're further along in a whole bunch 
of the yield enhancement. And frankly, we have more of them now. We have told people in Q1 that it was 7, and 
we are working on three more, and now we have 13. 
 
When you combine that with growth, and we know that some proportion of the new loans will end up having yield 
enhancement, even at a 1 multiple, it's clearly too low in the National Bank valuation. Our job will be to be to run a 
process if the stocks remain undervalued, whereby the minority shareholders get full value for their stock. It's one 
of the reasons why we have said in the past, and I'm repeating now, that Catalyst will not be a bidder in the going-
private transaction. 
 
Our view is that the market may misinterpret it and see us, at Catalyst, trying to buy the business on the chip. So, 
we've removed ourselves from any future prospective process to make sure that people understand that our 
interests are aligned. Since we're not the buyer and we have to mark-to-market, in the funds, we want that sale to 
be as high as anybody else does. And we will ensure that the process takes care of and maximizes the value for 
the minority of shareholders. 
 
Legally, as part of any going-private transaction, if the stocks does not recover to where we think it's a fair value, 
there will be another third-party valuation and opinion provided to the board, and then the board will decide 
whether it's fair value. Since we're clearly restarting growth and intending to restart growth, if that growth 
materializes along with the increased value of yield enhancements, it's pretty clear that our view is that the stock 
is worth a lot more than what the historic National Bank [ph] valuations as it was (41:35) and we'll leave it to the 
board to evaluate it and to run the process. 
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Stephen Boland 
Analyst, GMP Securities LP Q 
And your time line is still [ph] near end then, right, through that – through that, (41:46) to get to that valuation for 
that time? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
What I've always said is that – if the value has not been unlocked, we will start the process before yearend. We 
obviously would never be able to complete a transaction before yearend and the process would take as long as it 
takes. The first thing you do, generally, is you hire a third-party to run a sale process. You'd to hire another third-
party as part of that process, separate, independent from the one running the process to provide evaluation. We 
will follow the letter of the law and the process that we will do everything we can back to my value. And as I've 
said in the past, if that means we started in – that means if the stock has got recovered sometime in Q4, we will 
start the process in Q4. 
................................................................................................................................................................................................................................ 

Stephen Boland 
Analyst, GMP Securities LP Q 
Okay. That's great. That's all I have. Thanks. 
................................................................................................................................................................................................................................ 
 
Operator: Your next question comes from Paul Holden from CIBC. Your line is open. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
So, I want to ask a couple of questions on the yield enhancements. So, one, to get -I just want to make sure I 
understand the accounting appropriately and I think, Newton, you kind of referred to this already, but I want to 
make sure I understand it. In terms of mark-to-market gains, those will be broken out separately on the income 
statement as it was this quarter. And then, in terms of the royalty income and other type of income 
enhancements, those will be included in revenue, i.e., like the CAD 2.8 million this quarter, is that correct? 
................................................................................................................................................................................................................................ 

 
 

A 
Yeah. To be clear, we've always included anything that's on the revenue line, where it's been received in cash. 
We're required under the accounting rules to do so. The accounting rules are incredibly asset [indiscernible] and 
frankly annoying. Under the IFRS, the deal was discussed. I've argued that there is a lot more form than 
substance under the rules, and that it could cause people to misunderstand it. We have to follow those rules, we 
have no choice. We will follow those rules. The rules generally say two things, and David or Dan, you can expand 
on this. 
 
When I look at it, I think there is two ways. The first is that the form of the agreement determines the accounting 
treatment and the findings of it is also determined by the form. So, basically when you look at the form of how the 
yield enhancement is taken, whether if a revenue or fee issue, it leads you down one path or options, it l eads you 
down a similar path, but with potentially different timings and valuation issues, or it's straight out equity or other 
issues, you don't recognize it until the very end. It's kind of silly because you're recognizing something 
immediately and you're deferring others, this is proportionally long unit it's actually realized on.  
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So, I agree that leaders of the statements will not see some of it because under the accounting rules, it's actually 
not recognized until it's actually crystallized and realized upon. There is nothing we can do about that. All we can 
do is, do what we did we think fairly well this quarter and we're open to suggestions of people actually have better 
ideas of breaking it out and showing how much of it was revenue, how much of it is options etcetera, and then fair 
valuing it so as quarters go by if there is a change in a fair value, you'll see it and you'll see where it is.  
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
And then what would be dealing with the stress lending portfolio, there may not be a very typical situation, but just 
on average I mean what is the type of situation that would get you into these yield enhancement instruments.  
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. A 
You're right. There is no typically – first of all I want to go back and ask David and Dan. Do you guys have 
anything to add on these crazy after the IFRS rules related to yield enhancements.  
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. A 
Yeah, just pointing out one thing, Newton, that on page 13, of our MD&A and I'm sure Paul you've looked at this. 
We would get our chart and this chart will get updated every quarter. To Newton's point there is five different 
methods of accounting depending on what the instruments are and so we've broken out our portfolio that has 
yield enhancements into each of those buckets and we show what those through the P&L in the quarter and as 
Newton said also what is not yet recognized and why it's not recognized. So, you know what is likely to come at 
some point in the future assuming things pulled up. So, that will be the chart you're going to want to look at every 
quarter. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Off icer, Callidus Capital Corp. A 
Okay, that's helpful. And if people have suggestions we're certainly willing to entertain discussion about whether 
there is a better way to disclose it or whatever else. My worry is that the MD&A now has become an extremely 
long and in places complicated read. It's a result of the accounting rules. We are required obviously to follow the 
accounting rules and we're doing so. But I'm getting worried that it's getting too hard to follow. We will continue to 
provide as much transparency as we can and that means that we have to figure out a way to summarize better at 
the front end of the MD&A or in the press releases, we'll try to do that. As the team can attest, we spent an 
enormous amount of time and lots of effort trying to simplify the language and the disclosure, both in the MD&A 
and the press release. I don't think we're very good at it, and I think we can improve at it.  
 
In terms of the nature and types of the yield enhancements, they range. So, you're right, there is no typical one. 
What I would say to you is that from a pure specific perspective, we have a sample size and we have a long 
enough period now, where we have more than a normal distribution, normal distribution being [indiscernible] 
(48:11). We obviously have had multiple years of running the business. We have CAD 1.2 billion in the portfolio, 
and we currently have plus or minus 40-ish loan. And over time, [indiscernible] (48:27) specifically valid that some 
large proportion of our portfolio will eventually have some yield enhancements to us, and that makes intellectual 
sense if you think about it. These are companies that are going through a restructuring process.  
 
They're going to see opportunities that they didn't think they would see that will result in an opport unity for us 
where we can help them, like the biggest contributor to yield enhancements on the P&L this quarter. And there 
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will be others that don't execute as well as they think, and they need help from us; and as a result, we have to 
decide if we're going to help them. And if so, on what terms? That would be something like a company that's been 
in the public domain in the past, which it's now been the report process called Blueberry. We will get value where 
we help people, or else we just won't help them and we'll liquidate our collateral. 
 
So, it's really up to us to decide if we're willing to help people and accommodate them; and if so, what the price of 
that will be. If you look at it, you'll see there is a range. The range is from a small fee for an extension because 
somebody couldn't finance us out after the term of the loan, to very large where, but for our contribution, the rest 
of the stakeholders [ph] at (49:51) the borrower would not have any of the upside, and we want and believe that, 
as a result, we're entitled to a piece of it, and we negotiate it.  
 
One of the problems with yield enhancements is that it's a negotiation. So, we don't get to determine the form in 
isolation of what that yield enhancement will look like. It requires a conversation and a negotiation with the 
borrower. We don't control the ultimate outcome, or else we'd have a more formalized approach that we could 
show to you guys. We have to negotiate it with the borrower. 
 
There are times when the borrower may say, we don't agree to that, we're not going to do it, it's not worth it to us, 
and we'll get nothing. There'll be other times where they say, we don't agree with that, but we would offer you X, Y 
or Z. I do think that the right way to handle it is to statistically look at i t over time and say, well, when you have a 
portfolio of X dollars, over time, yield enhancement will contribute Y number of income because it'll be Z number 
of loan. And I think it will take a number of quarters of our doing it for people to see. I would point out that 
historically some of it has already been included in revenue and therefore the implied multiple in the market, 
which is on the revenue side or the fee side because by law, we're required to recognize revenue and we receive 
it or when it's agreed to. 
 
So, I think, what you were really worried about is trying to disaggregate enhanced yield enhancements, and I think 
that people are already starting to think about finally, how do you value yield enhancements separate from the 
ongoing stream of a portfolio of X hundred or billions of dollars, and I don't think it's an easy issue. I think it's hard.  
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
So, a follow-up question to that. So, to give out the portion of yield enhancements that's currently not included in 
revenue and hasn't been historically, how do we think about that value being crystallized? Is it when a company 
saw that, i.e., there is a change in equity ownership? Is it when the lending relationship ends? So, yeah, how do 
we think about it? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
So, I would say two things. First of all, our average term is somewhere between two and two and a quarter years 
right now. So, whatever is on that table, I would [indiscernible] (52:34), and I would say that it would be received 
essentially sometime on average over the duration of that average term, that's number one.  
 
Number two, I wouldn't – this is just me. I don't focus on the specific of this unrecognized or that recognized yield 
enhancement agreement. I focus on it as a percentage of the total book because that would help me model out 
how that will grow over time, but that's how I would do it. And then, I would add average term to it. It's clearly not 
been included in earnings, and it has not been included in valuation. We're happy to help people to think about it, 
it's not our place to tell them or tell you how to do it, other than to say that a [ph] value that's zero (53:25), which is 
what the market has been doing, is clearly indefensible intellectually. 
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Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
Right. I guess what I'm specifically trying to get at here, say, it's warrants or direct equity ownership, how do you 
actually crystallize that value of equity? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
Well, it depends on the agreement. So, there may be a [ph] shotgun with (53:49) the company where they have to 
buy it back from us over a period of time. There may be a [indiscernible] (53:33) call arrangement. If it's an – if its 
options or warrants or a straight-up equity. If we own 100% of the business, it would be because we're selling the 
business and it's entirely within our control. This is no different than – I'm not trying to be arrogant when I say this, 
it's no different than what Catalysts already does incredibly well, which is unlock value from companies that need 
our help. In these circumstances, this goes very well with the competitive advantages already at Catalysts. And 
frankly, CBL gets to exploit because of its relationship with Catalysts. So, when it comes to monetizing on this, 
that's not frankly something I worry about. I care about the value in creating the value. We'll end up getting the 
value as we have historically and always we'll try to do as best we can. But that's why I said to look at the term, 
the average term. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
Okay. So, different topic now to review of employees and some of the decisions you're making going forward. So, 
first off, in terms of the decision to hire new underwriters, how many do you currently have today? And have you 
seen some turnover over the last year? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. A 
Including junior people, David, we have how many right now? 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. A 
We would have, with junior people – four, five – nine. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
So, if you think about it, nine underwriters for our portfolio of 30-odd, 40-ish loans, it's a little bit heavy. Some of 
that is as a result of junior people being groomed to take on more responsibility, which we're in the process of. 
Some of that is because we always knew that we would end up restarting growth sooner or later, and it's actually 
frankly a little bit sooner than I have thought it would be. I think that – and we've said this publicly, I think that we'll 
probably add two senior or mid-senior underwriters in the next couple of quarters, it's in the – I think it's in the 
press release and I think I'm pretty sure it's in either the MD&A or my earlier comments.  
 
We'd clearly decided to increase the structure and discipline of the business with the hiring of Jay and the creation 
of a Chief Credit Officer back on purpose. Obviously, we think that managing at CAD 2.5 billion book is 
fundamentally different than managing a CAD 1.2 billion book, so we're getting ready for that. 
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We've been fairly privileged and blessed for the last two quarters to able to turn inward. And frankly, in a twisted 
way, Gray Aqua has been a great [ph] lesson (56:58). So, there are some collaterals  and there are some forms of 
inventory that we'll just never touch ever again. And the experience has taught us that there are just some areas, 
no matter what we think internally, we will never be able to actually understand some businesses as well as we 
would like. And I frankly would rather have the experience – a one-off experience in the biologics area, have 
something like Gray Aqua now in the business when we have a ton of liquidity and no issues while we were taking 
a pause in growth than when the business is being [ph] fresh (57:38), growing businesses learn while they're 
growing. There's nothing unusual about that. What is unusual about Gray Aqua is that, A, some of the process 
that was involved in Gray Aqua was not as robust as we would like. And in the last quarter, we highlighted nine 
changes, I think it's nine, nine changes internally. Those changes are obviously continuing, as you can see, by the 
retirement of Craig Boyer and – the pending retirement at the end of the year of Craig Boyer and the hiring of Jay 
Rogers. We're clearly very focused on tightening and continuing to tighten the business. We think that's normal.  
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. A 
And Paul, to answer your question very specifically about turnover. We've had zero turnover. And as Newton 
mentioned, other than Craig who will be retiring by year end, we've had no turnover in the underwriting and credit 
section of our business. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
Got it. Thanks for that. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
Well, we had one person who, unfortunately and unfortunately for his family, died but technically wasn't in the 
underwriting group. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
One final question from me... 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
And we were not [indiscernible] (58:58). 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
With respect to the SIB, Newton, as you pointed out, only a third or so has been tendered relative to the amount 
you are willing to buy back. So, if that number does not increase, do you take a [ph] similar to move (59:18) as to 
what you've done in the past in terms of extending the offer and perhaps increasing the offer price? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
I'm not going to speculate on what my board may have approved or not approved or decided to do going forward. 
If you remember, Paul, you were one of the proponents who told me that SIB was going to be oversubscribed and 
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that you thought it would be significantly oversubscribed going into that CAD 14, which I think contributed to your 
target of CAD 14, CAD 15. My view at the time was I think that that wouldn't be incredibly stupid by the markets, 
but if they're going to be stupid, we will take advantage of it on behalf of our long-term shareholders, so long as 
we do it in a legally appropriate and a highly transparent manner, which was the point of the SIB.  
 
Clearly, the market is not stupid. It certainly didn't tender very much from CAD 14 to CAD 15.50, and now CAD 
15.10. Very confident in my board, and that the board will evaluate it  on an ongoing basis. I'm pretty sure that the 
entire board is disappointed that only roughly a third has been tendered into the SIB. Under the rules, the SIB can 
basically be renewed, we're currently doing it on a monthly basis. I will talk with my board in the next few days and 
we'll decide what's going to happen at the expiry of this extension, which I think is August 30 or something. David, 
do you remember the exact day? 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. A 
Yes. That's right, Newton. At the end of August. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
And so... 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
I think – my personal view is that banking on the market being stupid overall is a losing strategy in the long run, 
and I believe that the market will eventually understand both the value of this business restarting growth, the 
quality of our earnings which clearly has held in very, very well even with Gray Aqua as a fairly atypical issue 
because we're never going to be in the biologics business, and we will never frankly value inventory that way ever 
again, even if it's not a biologics business. And we're not going to have inventory technically that is a very quick – 
not only a quick wasting asset but requires investment to maintain its value.  
 
So, there's a whole bunch of process and procedure issues that we are unique, the Gray Aqua, and in a twisted 
way, I think it's helped our team. But I also don't think the market is stupid enough to put a zero value on yield 
enhancement. It's going to put a multiple on it, I don't know if the market will put the same multiple as our normal 
revenue stream and maybe it'll be that it puts it on the same multiple for the stuff that we recognize as fee or 
income because that's fairly stable, and a different multiple on the stuff that's either often directly, but I don't think 
the market is going to put a zero value on it which it currently is.  
 
So, we'll see what the market does. And if the market does disagree with my board's view of the value, then we'll 
evaluate what we think that value is and we will decide to use capital in the most efficient manner for our long-
term shareholders, and if we're making that 20%, 25%, 30% return by buying into the SIB, then we're extending it 
or increasing the price up, that's what we'll do. And remember, the stock price goes up as you actually materialize 
on that growth. So, our view of value and the world's view of value will change once growth starts hitting the loan 
book, it will go up. And if people want liquidity, we're more than happy, we're not quite ecstatic, and encourage 
them to tender to the SIB. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
Great. That's all the questions from me. 
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Operator: [Operator Instructions] We are showing no further questions at this time. I will turn the call over to Mr. 
Reese. 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. 

Thank you, Sharon. Thank you, all, for your questions. We look forward to seeing many of you over the coming 
weeks. Enjoy your day, and thanks again for your support of Callidus.  
................................................................................................................................................................................................................................ 
 
Operator: Ladies and gentlemen, this concludes today's conference call. You may now disconnect your lines.  
 

 

 

 

 

 

 

 

 

 

 

Disclaimer 

The information herein is based on sources we believe to be reliable but is not guaranteed by us and does not purport to be a  complete or error-free statement or summary of the available data. 

As such, we do not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the information. You must evaluate, and bear all risks asso ciated with, the use of any 

information provided hereunder, including any reliance on the accuracy, completeness, safety or usefulness of such information. This information is not intended to be used as the primary basis 

of investment decisions. It should not be construed as advice designed to meet the particular investment needs of any investo r. This report is published solely for information purposes, and is 

not to be construed as financial or other advice or as an offer to sell or the solicitation of an offer to buy any security i n any state where such an offer or solicitation would be illegal. Any 

information ex pressed herein on this date is subject to change without notice. Any opinions or assertions contained in this information do not represent the op inions or beliefs of FactSet 

CallStreet, LLC. FactSet CallStreet, LLC, or one or more of its employees, including the writer of thi s report, may have a position in any of the securities discussed herein. 

 

THE INFORMATION PROVIDED TO YOU HEREUNDER IS PROVIDED "AS IS," AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, FactSet  CallStreet, LLC AND ITS 

LICENSORS, BUSINESS ASSOCIATES AND SUPPLIERS DISCLAIM ALL WARRANTIES WITH RESPECT TO THE SAME, EXPRESS, IMPLIED AND STATUTORY, INCLUDING WITHOUT 

LIMITATION ANY IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. TO THE 

MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, NEITHER FACTSET CALLSTREET, LLC NOR ITS OFFICERS, MEMBERS, DIRECTORS, PARTNERS, AFF ILIATES, BUSINESS 

ASSOCIATES, LICENSORS OR SUPPLIERS WILL BE LIABLE FOR ANY INDIRECT, INCIDENTAL, SPECIAL, CONSEQUENTIAL OR PUNITIVE DAMAGES, INCLUDING WITHOUT 

LIMITATION DAMAGES FOR LOST PROFITS OR REVENUES, GOODWILL, WORK STOPPAGE, SECURITY BREACHES, VIRUSES, COMPUTER FAILURE OR MAL FUNCTION, USE, 

DATA OR OTHER INTANGIBLE LOSSES OR COMMERCIAL DAMAGES, EVEN IF ANY OF SUCH PARTIES IS ADVISED OF THE POSSIBILITY OF SUCH LOSSES, ARISING UNDER OR 

IN CONNECTION WITH THE INFORMATION PROVIDED HEREIN OR ANY OTHER SUBJECT MATTER HEREOF. 

 

The contents and appearance of this report are Copyrighted FactSet CallStreet, LLC 2016 CallStreet and FactSet CallStreet, LLC are trademarks and service marks of FactSet CallStreet, LLC. 

All other trademarks mentioned are trademarks of their respective companies. All rights reserved.  

120

143



144



GOVERNMENT & POLITICS 
Missouri employee pension says firm had lobbyist, lawmaker apply pressure on lawsuit  
BY STEVE VOCKRODT 
JANUARY 27, 2021 05:00 AM, UPDATED JANUARY 27, 2021 08:26 AM 
 
A cleaning crew disinfects a railing inside the Missouri Capitol rotunda Monday, April 27, 2020, 
in Jefferson City. 
A cleaning crew disinfects a railing inside the Missouri Capitol rotunda Monday, April 27, 2020, 
in Jefferson City. JEFF ROBERSON ASSOCIATED PRESS FILE PHOTO 
 
A Canadian private equity firm accused in a lawsuit of mishandling investments by Missouri’s 
largest public pension hired a lobbyist to influence key legislators and put pressure on the 
pension outside of court proceedings, a top pension official claimed in testimony last week. 
 
Catalyst Capital Group hired Missouri lobbyist Richard McIntosh after the Missouri State 
Employees’ Retirement System sued the firm in October. Ronda Stegmann, MOSERS executive 
director, testified in a court hearing that McIntosh then tried to set up a meeting with Stegmann, 
two legislators and Catalyst executives. 
 
Companies routinely hire lobbyists to influence lawmakers on legislation and policies they 
consider. Less common is the involvement of a lobbyist around ongoing litigation. 
 
Stegmann said in the court hearing that Rep. John Wiemann, House Speaker pro tem and a 
member of the pension’s board of trustees, called her in late October. 
 
Wiemann told her he had received a call from McIntosh asking about the lawsuit. The next day, 
McIntosh called again to invite Wiemann to attend a meeting in early November in the office of 
Sen. Bob Onder, the chairman of the Senate Health and Pensions Committee, and executives of 
Catalyst Capital Group. 
 
Get unlimited digital access 
Subscribe now for only $1 
 
CLAIM OFFER 
 
Stegmann testified that she, too, received a call from Onder’s office, asking her to attend the 
same meeting. 
 
Those phone calls came days after MOSERS sued Catalyst for steering investments into a 
troubled lending business, marking a rare step for the $8 billion pension that pays benefits to 
more than 51,000 retirees from Missouri state government. 
 
Stegmann and Wiemann both declined to attend the meeting, citing the existence of the lawsuit. 
Typically parties involved in litigation do not speak with one another outside of court 
proceedings, except through their attorneys of record. 
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“I don’t want to say what he did was appropriate and I don’t want to say what he did was 
inappropriate,” Wiemann said. “What he did when he called me was not illegal. He certainly can 
call me. When I told him I couldn’t talk about it, that was the end of the conversation.” 
 
While the meeting never occurred, Onder in December wrote a letter to Stegmann, quizzing her 
about MOSERS’ legal strategy and asking to see the itemized legal invoices it was sending to the 
law firm representing the pension. Onder said Catalyst had also offered to let him review a 
sealed document filed in the lawsuit that represented the private equity firm’s account of the 
issues in the case, and requested MOSERS’ permission for Onder to see it. 
 
Transfer of Power 
A special newsletter from our D.C. Bureau focused on transition to the Biden administration. 
 
Enter Email Address 
SIGN UP 
This site is protected by reCAPTCHA and the Google Privacy Policy and Terms of Service 
apply. 
 
Stegmann testified that she was not keen on letting Onder see the itemized legal bills because she 
said someone could get a sense of MOSERS’ legal strategy. She replied to Onder that she would 
agree to Catalyst’s offer to view the sealed document only if MOSERS could brief Onder on its 
side of the case. 
 
Stegmann said the lobbying put her in an “impossible position.” She said she would ordinarily 
meet with Onder, whose position on the Senate pension committee gives him influence over 
MOSERS. The pension also tries to maintain close ties with lawmakers because it relies on 
funding from the Missouri General Assembly — more than $32 million in 2020 alone — to fully 
fund the pension. 
 
But the lawsuit prevented that, she said. 
 
“It troubled me that he (Onder) was getting this information and there was pressure being put on 
us because we like to operate in a method of transparency and communication with Missouri 
General Assembly members,” Stegmann testified. “And this put us in an impossible position to 
do that.” 
 
Onder, a Lake St. Louis Republican, did not respond to a message left with an aide seeking an 
interview. 
 
McIntosh did not respond to an email with questions about his lobbying activities. 
 
McIntosh, a prominent lobbyist in the halls of the Missouri Capitol, last year pushed lawmakers 
to make changes to how state universities handle violations of Title IX, a federal law barring 
gender discrimination and establishing how universities police allegations of sexual violence. 
Critics of the proposed changes said they would shift power in favor of the accused and make 
victims more reluctant to come forward. 

123

146



 
The Star reported that McIntosh’s son had been expelled from Washington University in St. 
Louis as a result of the school’s Title IX process. One of the proposed changes that McIntosh 
pushed for would allow students to appeal Title IX sanctions to the Missouri Administrative 
Hearing Commission, where McIntosh’s wife is the presiding commissioner. 
 
Catalyst said it didn’t hire McIntosh to interfere with litigation, but rather to discuss what it said 
was troubling decisions that MOSERS appeared ready to take. 
 
Rocco DiPucchio, Catalyst’s managing director, testified last week that he was alarmed to learn 
that MOSERS had just $4 million of free cash available at one point last year. He said MOSERS 
had $40 million in outstanding commitments to Catalyst. 
 
DiPucchio also said that MOSERS last year considered not meeting a capital call, which is when 
an investment firm can demand funding that an investor had previously committed to making. 
Missing a capital call can result in a default, which could have hurt MOSERS’ credit rating and 
reputation in private equity markets. 
 
MOSERS ended up making a $15 million capital call in November. 
 
“We felt very strongly that the staff at MOSERS had not fully taken into account the impact that 
the action was going to have on plan members,” DiPucchio testified. 
 
Larry Friedman, a Thompson Coburn attorney representing MOSERS, said at the hearing that 
Catalyst has “engaged in a pattern of misconduct” and that the pension concluded that it cannot 
trust Catalyst with its investments. 
 
Friedman referred to information about alleged Catalyst attempts to influence litigation 
elsewhere, outside the courtroom. 
 
Catalyst, according to published reports, was tied to an unsuccessful scheme by Israeli 
intelligence firm Black Cube to have its operatives covertly bait a Canadian judge into making 
anti-Semitic remarks. That judge had presided over a long-running lawsuit involving another 
Canadian asset manager and the scheme was said to have been an effort to show that the judge 
was biased against Catalyst, whose founder Newton Glassman is Jewish. 
 
Black Cube is the firm hired by disgraced film mogul Harvey Weinstein to undermine actresses 
who came forward with allegations that he sexually preyed upon them. 
 
Catalyst would not answer questions by The Star about Black Cube or the MOSERS litigation. 
Catalyst’s attorney, Chuck Hatfield, objected to the Black Cube references by Friedman, calling 
the discussion “patently unfair to us.” 
 
Catalyst’s troubles in Canada surfaced publicly in 2016 and 2017. MOSERS declined to answer 
questions from The Star, citing the ongoing lawsuit, about whether it monitored its investment 

124

147



advisers like Catalyst, and why the controversies it pointed out in its lawsuit didn’t prompt 
MOSERS to act sooner. 
 
MOSERS did not answer most other questions about its financial condition. 
 
Stegmann in her testimony acknowledged that MOSERS could not have covered a capital call on 
a cash basis when it had $4 million in cash, although she said the pension could have used other 
liquid investments to cover a capital call. 
 
Catalyst’s DiPucchio said that “raises a very significant concern in my mind.” 
 
“It means fundamentally that you have to liquidate other positions to fund commitments,” he 
said. 
 
MOSERS said that at the time it had $4 million in cash, it also had investments in cash 
equivalents, custodial bank cash and currency worth more than $2 billion. 
 
“I have not had any concern at this point in time that MOSERS would be unable to meet its 
financial obligations, period,” said Wiemann, the House representative on MOSERS’ board of 
trustees. 
 
He allowed that MOSERS faces some difficulties that also face other state pension systems. 
 
MOSERS has been through three different chief investment officers since 2015. Its assumed rate 
of return on investments has declined. In fiscal year 2020, that rate was 6.95%, according to its 
annual financial report, down from 7.65% in 2016. 
 
“Every time you lower that assumed rate, that makes the obligation for the state of Missouri go 
up,” Wiemann said. “So the state has had to put more money into the pot.” 
 
In 2019 MOSERS was 63% funded, a figure that represents the assets it has to pay benefits to 
current and future retirees. 
 
In general, pensions 70% funded or higher are considered above average, while those below 60% 
are considered in a weak position, according to Fitch ratings. 
 
RELATED STORIES FROM KANSAS CITY STAR 
POLITICS-GOVERNMENT 
Secrecy surrounds lawsuit by Missouri employees over firm’s pension fund investments 
DECEMBER 17, 2020 5:00 AM 
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JANUARY 22, 2021 6:55 PM 
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Steve Vockrodt is an award-winning investigative journalist who has reported in Kansas City 
since 2005. Areas of reporting interest include business, politics, justice issues and breaking 
news investigations. Vockrodt grew up in Denver and studied journalism at the University of 
Kansas. 
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Letter: Missouri pension
director stood up to powerful
politicians
Editor's special! 1 year only $26

Missouri state Sen. Bob Onder, R-Lake Saint Louis, works at his desk in the Senate

chamber in Jefferson City on March 31, 2016. (Associated Press)

Regarding “Pension: Firm facing lawsuit tried to
influence lawmakers” (Jan. 28): Congratulations to Ronda
Stegmann, executive director of the Missouri State
Employees’ Retirement System. She bravely stood up to
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political pressure put on her by House Speaker Pro Tem
Rep. John Wiemann, R-O’Fallon, and Sen. Bob Onder, R-
Lake Saint Louis, the chairman of the Senate Health and
Pensions Committee. These are two experienced, powerful
politicians who know how to apply pressure. I believe Onder
put the squeeze on Stegmann to engage in highly unethical
activity.

This was all instigated by lobbyist Richard McIntosh to
benefit his client, private equity firm Catalyst Capital Group.
Catalyst was involved in a lawsuit with the retirement
system. Stegmann testified that the lobbying put her “in an
impossible position.” Stegmann stood her ground and did
not do what was requested of her. The 51,000 Missouri
state retirees and the citizens of Missouri should be thankful
to her and proud of her. It was not easy to stand up to these
powerful men.

In my opinion, Onder and McIntosh knew that what they did
was wrong and improper.

0 comments

Views from the editorial board, opinions from guest and
national columnists plus the latest letters from our readers.

129

152

https://www.stltoday.com/opinion/mailbag/letter-missouri-pension-director-stood-up-to-powerful-politicians/article_ec5f0b43-a7cf-5c11-91f0-04ee918d54fc.html?mode=comments#tracking-source=in-article


153



2/10/2021 Gmail - Catalyst v West Face et al - Darryl Levitt Production Schedule A vol 2

https://mail.google.com/mail/u/1?ik=19b035b274&view=pt&search=all&permmsgid=msg-f%3A1655176912109903750&simpl=msg-f%3A1655176912109903750 1/2

Kevin Baumann <pekiskokb@gmail.com>

Catalyst v West Face et al - Darryl Levitt Production Schedule A vol 2 

Kevin Baumann <pekiskokb@gmail.com> 8 January 2020 at 09:08
To: John Adair <JAdair@agbllp.com>, David Moore <david@moorebarristers.ca>
Cc: Darryl Levitt <darryl@dlevittassociates.com>, "David C. Moore" <david@moorebarristers.ca>, Ken Jones <kenjones@moorebarristers.ca>,
"Callaghan, John" <John.Callaghan@gowlingwlg.com>, "Na, Benjamin" <Benjamin.Na@gowlingwlg.com>, "Karabus, Matthew"
<Matthew.Karabus@gowlingwlg.com>, "Thomson, Kent" <KentThomson@dwpv.com>, "Milne-Smith, Matthew" <MMilne-Smith@dwpv.com>, "Carlson,
Andrew" <acarlson@dwpv.com>, "Plumpton, Linda" <lplumpton@torys.com>, "Reisman, Stacey" <sreisman@torys.com>, "Lucas E. Lung"
<llung@lerners.ca>, Rebecca Shoom <rshoom@lerners.ca>, "jmilburn@milburnlaw.ca" <jmilburn@milburnlaw.ca>, Devin Jarcaig
<DJarcaig@milburnlaw.ca>, Jeff McFarlane <jmcfarlane@triathloncc.com>, Mel Solmon <msolmon@srglegal.com>, "ntourgis@srglegal.com"
<ntourgis@srglegal.com>, Benjamin Hahn <ben@whittenlublin.com>, "psteep@mccarthy.ca" <psteep@mccarthy.ca>, "Goudge, Daniel
(DGOUDGE@mccarthy.ca)" <DGOUDGE@mccarthy.ca>, Dimitri Lascaris <alexander.lascaris@gmail.com>, "gavin@mackenziebarristers.com"
<gavin@mackenziebarristers.com>, "brooke@mackenziebarristers.com" <brooke@mackenziebarristers.com>, Gord McGuire
<GMcGuire@agbllp.com>, Michael Darcy <mdarcy@agbllp.com>, "Cc: Phil Tunley" <phil.tunley@stlbarristers.ca>, Alexi Wood
<alexi.wood@stlbarristers.ca>, Jennifer Saville <jennifer.saville@stlbarristers.ca>
Bcc: pekiskokb@gmail.com, dar7916@gmail.com

 All:
As per Mr Adair’s email it appears due to his statements schedules are not being met and we are bogged down with advancing production due to
various issues of Mr Moore and Mr Adair  , Mr Moore and Mr Adair I expect all information relating to surveillance conducted on me including any
interception of phone calls and emails , in addition to the plaintiffs disclosure I have yet to receive 

Due to forensic investigations of available documents conducted by more than one party on my behalf it has been determined that the plaintiffs
yield enhancement program was an integral part of their business  , the yield enhancements have been described by the plaintiffs as a
fundamental part of their business plan and reviewed by auditors and therefore relevant to the proceedings at hand and is expected in disclosure . 

I am hereby requesting Mr Moore’s consent on behalf of the plaintiff to consent to KPMG releasing all working papers and relevant documents
relating to the review of the plaintiffs enhancements and valuations to me  . These documents are not privileged ,  Failing consent by the plaintiffs
or full disclosure by January 9 Th at 5 pm relief will be sought from the court to obtain the information , failing to receive any objection by 5 pm
January 9 / 2020  I shall consider that consent has been provided 

Kevin Baumann
1-403-505-7784

Kevin Baumann
1-403-505-7784

On Jan 8, 2020, at 2:52 AM, John Adair <JAdair@agbllp.com> wrote: 

All:

 

I do not want to be discourteous to anyone and fail to respond, but the issue of counterclaim documents being served on parties to
the claim goes beyond just Black Cube’s productions and involves other issues and parties, so is not solely within my control.  I
would appreciate it if all parties would give me two weeks to sort a few things out on that issue, after which I will revert and
advise.  If my clients’ position remains the same, then of course any party to the claim is free to seek relief from the court.

 

John

 

 

John J. Adair

Partner

jadair@agbllp.com
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2/10/2021 Gmail - Letter to All Plantiffs Counsel Re Non-Production.pdf

https://mail.google.com/mail/u/1?ik=19b035b274&view=pt&search=all&permmsgid=msg-f%3A1665950803004640028&simpl=msg-f%3A1665950803004640028 1/1

Kevin Baumann <pekiskokb@gmail.com>

Letter to All Plantiffs Counsel Re Non-Production.pdf 

Kevin Baumann <pekiskokb@gmail.com> 6 May 2020 at 08:14
To: David Moore <david@moorebarristers.ca>, John Callaghan <john.callaghan@gowlingwlg.com>, Benjamin Na <benjamin.na@gowlingwlg.com>,
Matthew Karabus <matthew.karabus@gowlingwlg.com>

Counsel 

Attached is my request letter relating to disclosure. 

Sincerely  

Kevin Baumann  

Letter to All Plantiffs Counsel Re Non-Production.pdf 
76K
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May 6, 2020 
 
 
Kevin Baumann 
Box 109 
Bluffton, Alberta T0C 0M0 
 
 
Moore Barristers 
University Centre 
393 University Ave 
Toronto, ON  M5G 1E6 
 
Gowlings WLG LLP 
1 First Canadian Place 
100 King Street West, Suite 1600 
Toronto, Ontario M5X 1G5 
 
Delivered via email to: 
david@moorebarristers.ca 
john.callaghan@gowlingwlg.com 
Benjamin.Na@gowlingwlg.com 
matthew.karabus@gowlingwlg.com 
 
 
Counsel,  
 
As a result of your failure of non-production which is causing me substantial 
prejudice I request that you produce the following documentation that is in your or 
your clients possession or under your control and if it is not under your control 
where it does exist. 
 

1. All engagement letters, valuation analysis, reports or any version of records 
of the business and the equipment prepared by auditors, accountants, advisors 
or CRO’s by calls, text messages, electronic communications. Messages 
relating, file notes, meeting notes, recordings or other forms of 
communication relating to yield enhancements relating to Alken Basin 
Drilling Ltd, Altair Water and Drilling Services Inc., Horizontal Well 
Drillers and Leader Energy Services. 
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2. All calls, text messages, electronic communications, messages relating, file 

notes, meeting notes, recordings or other forms of communication and 
analysis between Scott Sinclair, the plaintiffs, their appraisers, auditors and 
the plaintiffs borrowers Alken Basin Drilling Ltd, Altair Water and Drilling 
Services Inc. Horizontal Well Drillers and Leader Energy Services and any 
member of Alken Basin Drilling Ltd, Altair Water and Drilling Services Inc. 
Horizontal Well Drillers and Leader Energy Services. 
 

3. All meeting minutes of the plaintiffs relating to Alken Basin Drilling Ltd, 
Altair Water and Drilling Services Inc. and Horizontal Well Drillers. 
 

4. All offers to purchase or rent Alken Basin Drilling Ltd equipment by Altair 
Water and Drilling Services Inc. Horizontal Well Drillers and Leader Energy 
Services. 
 

5. All copies of correspondence between KMPG LLP or members of KPMG 
LLP and MNP LLP or members of MNP LLP to and from plaintiffs or their 
credit committee or any of their other members including Scott Sinclair by 
calls, text messages, electronic communications, messages relating, file 
notes, meeting notes, recordings or other forms of communication relating to 
Alken Basin Drilling Ltd, Altair Water and Drilling Services Inc. and 
Horizontal Well Drillers. 

 
6. All corporate records of Altair Water and Drilling Services Inc. 

 
7. Yield enhancement consented to by any borrower. 

 
8. Copies of all independent reports relating the plaintiffs yield enhancements 

that were presented to the plaintiffs auditors. 
 

9.  Bases on any yield enhancement claimed. 
 

10.  All correspondents and reports relating to Patrick Dalton prepared for the       
 plaintiffs. 

 
11. All calls, text messages, electronic communications, messages relating, file      

notes, meeting notes, recordings by calls, text messages, electronic 
communications, messages relating, file notes, meeting notes, recordings or 
other forms of communication and analysis between plaintiffs, their 
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representatives, its Lawyers and members to and from the Ontario Securities 
Commissions and Securities & Exchange Commissions from 2015 – 2020.  
 

12.  All complaints filed with The Toronto Police Services, Alberta RCMP and     
          any other units of the RCMP by the Plaintiffs. 
 

13.  All surveillance, records, recordings, any video footage conducted and  
 documents, recordings of calls, text messages and emails intercepted on   
 Kevin Baumann, any member of his staff or family by the plaintiffs or any  
 of its agents. 

 
14.  All correspondence, complaints and inquires based on the financial  

 performance between plaintiffs, shareholders and limited partners.  
 

15.  All postings on any message boards. 
 

16.  All emails and meeting notes relating to communications and discussions  
          regarding Callidus’ yield enhancement which resulted in Rulings being   
          issued on May 3, 2017, August 10, 2017, May 15, 2018 and August 13,   
          2018. 

 
Upon receiving your clients disclosure if it does not include the aforementioned 
information and Application will be brought to obtain this information. 
 
 
Sincerely, 
 

 
Kevin Baumann 
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2/10/2021 Gmail - Re: Production and Disclosure and matters

https://mail.google.com/mail/u/1?ik=19b035b274&view=pt&search=all&permmsgid=msg-f%3A1668329457643736877&simpl=msg-f%3A1668329457643736877 1/2

Kevin Baumann <pekiskokb@gmail.com>

Re: Production and Disclosure and matters 

Kevin Baumann <pekiskokb@gmail.com> 1 June 2020 at 14:22
To: David Moore <david@moorebarristers.ca>
Cc: John Callaghan <john.callaghan@gowlingwlg.com>, Richard Dearden <Richard.Dearden@gowlingwlg.com>, Benjamin Na
<benjamin.na@gowlingwlg.com>, "Lucas E. Lung" <llung@lerners.ca>, Rebecca Shoom <rshoom@lerners.ca>, Dimitri Lascaris
<alexander.lascaris@gmail.com>, "M. Tunley" <phil.tunley@stlbarristers.ca>, "alexi. ca" <alexi.wood@stlbarristers.ca>, Jennifer Saville
<jennifer.saville@stlbarristers.ca>, Jeff McFarlane <jmcfarlane@triathloncc.com>, Darryl Levitt <darryl@dlevittassociates.com>,
"mark.wiffen@wiffenlaw.com" <mark.wiffen@wiffenlaw.com>, "Thomson, Kent" <KentThomson@dwpv.com>, Andrew Carlson <acarlson@dwpv.com>,
"O'Sullivan, Maura" <mosullivan@dwpv.com>, John Adair <JAdair@agbllp.com>, Matthew Karabus <matthew.karabus@gowlingwlg.com>, "Robert
Brush (rbrush@cmblaw.ca)" <rbrush@cmblaw.ca>, Mel Solmon <msolmon@srglegal.com>, Ben Hahn <ben@whittenlublin.com>, Devin Jarcaig
<djarcaig@milburnlaw.ca>, Linda Plumpton <lplumpton@torys.com>, "Jackson, Leora" <ljackson@torys.com>, Paul Steep <psteep@mccarthy.ca>,
Gavin MacKenzie <gavin@mackenziebarristers.com>, Clarke Tedesco <ctedesco@cmblaw.ca>, Pekisko Ranch <kevinpds@telus.net>, "Chesney,
Erin" <ECHESNEY@mccarthy.ca>

Mr Moore  

I have received an email from Gowlings with apparent disclosure items . Unfortunately there are no copies of the Riley affidavits within as I was
unable to access . I attempted to contact the Gowlings email which the information was sent from and I received a default notice . 
Please ensure that a hard copy of all  documents is sent to me . 

Regarding my various requests for disclosure as detailed within my disclosure demand I require the plaintiffs to produce the additional following
items and information  

1. All copies of correspondence between the plaintiffs and National Bank Financial relating the valuation of Callidus shares  
2 All financial models and valuations and correspondence relating to valuations of Callidus which supported the $18-22 dollar price range  
3 all trading statements of the plaintiffs for the period of 6 months prior to the announcements of stock buybacks  
4 all communications between the plaintiffs and Joe Lewis and Braslyn  

This is not intended to be a final list and may be supplemented  

Sincerely  
Kevin Baumann  

Sent from my iPhone 

> On May 21, 2020, at 12:41 PM, Kevin Baumann <pekiskokb@gmail.com> wrote: 
>  
>  Mr Moore  
> I’m not surprised you don’t agree as all cases I’m involved in with the plaintiffs I’ve been constantly subjected to selective and limited disclosure
and in my opinion subterfuge . Your clients have made some serious allegations against me which I believe are unwarranted,  time consuming and
expensive, which in my opinion are solely for the purpose of deflection of the plaintiffs own conduct .  
>  
> I have the right to defend and in order to do so the numerous yield enhancement reports which were so coveted and advertised by the plaintiffs
and relied upon within its accounting and reporting and other requested disclosure shall be provided and will be obtained . 
>  
> Mr Moore can you please provide a tracking number for the USB sticks , upon review of the disclosure I can determine any inadequacies within
the disclosure in order to prepare an application to produce the relevant and pertinent items . I like certain other defendants would like to take the
case forward as fast as possible, therefore can you please assist me in doing so . 
>  
> Sincerely  
> Kevin Baumann  
>  
>> On May 21, 2020, at 12:08 PM, David Moore <david@moorebarristers.ca> wrote: 
>>  
>>  USB sticks are in the process of being delivered  to you and Mr. Levitt (same has already gone to Mr. Solmon as he is in the City). 
>>  
>> I do not agree with several other things you have written below. 
>>  
>> -----Original Message----- 
>> From: Kevin Baumann <pekiskokb@gmail.com>  
>> Sent: Thursday, May 21, 2020 2:05 PM
>> To: David Moore <david@moorebarristers.ca> 
>> Cc: John Callaghan <john.callaghan@gowlingwlg.com>; Richard Dearden <Richard.Dearden@gowlingwlg.com>; Benjamin Na
<benjamin.na@gowlingwlg.com>; Lucas E. Lung <llung@lerners.ca>; Rebecca Shoom <rshoom@lerners.ca>; Dimitri Lascaris
<alexander.lascaris@gmail.com>; M. Tunley <phil.tunley@stlbarristers.ca>; alexi. ca <alexi.wood@stlbarristers.ca>; Jennifer Saville
<jennifer.saville@stlbarristers.ca>; Jeff McFarlane <jmcfarlane@triathloncc.com>; Darryl Levitt <darryl@dlevittassociates.com>;
mark.wiffen@wiffenlaw.com; Thomson, Kent <KentThomson@dwpv.com>; Andrew Carlson <acarlson@dwpv.com>; O'Sullivan, Maura
<mosullivan@dwpv.com>; John Adair <JAdair@agbllp.com>; Matthew Karabus <matthew.karabus@gowlingwlg.com>; Robert Brush
(rbrush@cmblaw.ca) <rbrush@cmblaw.ca>; Mel Solmon <msolmon@srglegal.com>; Ben Hahn <ben@whittenlublin.com>; Devin Jarcaig
<djarcaig@milburnlaw.ca>; Linda Plumpton <lplumpton@torys.com>; Jackson, Leora <ljackson@torys.com>; Paul Steep <psteep@mccarthy.ca>;
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2/10/2021 Gmail - Re: Production and Disclosure and matters

https://mail.google.com/mail/u/1?ik=19b035b274&view=pt&search=all&permmsgid=msg-f%3A1668329457643736877&simpl=msg-f%3A1668329457643736877 2/2

Gavin MacKenzie <gavin@mackenziebarristers.com>; Clarke Tedesco <ctedesco@cmblaw.ca>; Pekisko Ranch <kevinpds@telus.net>; Chesney,
Erin <ECHESNEY@mccarthy.ca> 
>> Subject: Production and Disclosure 
>>  
>> Mr Moore 
>> Thank you for sending some files over the weekend . Unfortunately we have been unable to access most files  and were successful on opening
only one file by using a password relating to another file . The file which we were successful at opening contained no substance and consisted of
public press releases of Callidus which I have . 
>>  
>> I acknowledge receipt of your letter dated May 20 that you will be sending a USB stick of documents which I await . As per the attached
demand for disclosure letter please ensure that the plaintiffs disclosure contains the requested information. 
>>  
>> This information must include a complete listing of schedule B documents and any basis on which you may object to producing . In addition, the
prospected borrowers and negotiations on capital raises shall not be in redacted form as I am accused of impairing the plaintiffs business and
ability to originate new loans and raise financing . 
>>  
>> As per previous correspondence I expect all independent yield enhancement valuations which have been publicly claimed by the plaintiffs to be
an integral and fundamental part of their business including all records relating thereto 
>>  
>> Sincerely 
>> Kevin Baumann 
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2/10/2021 Gmail - Re: Catalyst v Westface et al - Schedule A disclosure and other matters

https://mail.google.com/mail/u/1?ik=19b035b274&view=pt&search=all&permmsgid=msg-f%3A1678365853294324244&dsqt=1&simpl=msg-f%3A1678365853294… 1/1

Kevin Baumann <pekiskokb@gmail.com>

Re: Catalyst v Westface et al - Schedule A disclosure and other matters 

Kevin Baumann <pekiskokb@gmail.com> 20 September 2020 at 09:06
To: David Moore <david@moorebarristers.ca>, Ken Jones <kenjones@moorebarristers.ca>
Cc: Benjamin Na <benjamin.na@gowlingwlg.com>, Dimitri Lascaris <alexander.lascaris@gmail.com>, Jeffrey McFarlane
<jmcfarlane@triathloncc.com>, Jennifer Saville <jennifer.saville@stlbarristers.ca>, John Callaghan <john.callaghan@gowlingwlg.com>, "Thomson,
Kent" <KentThomson@dwpv.com>, Alexi Wood <alexi.wood@stlbarristers.ca>, "O'Sullivan, Maura" <mosullivan@dwpv.com>, Richard Dearden
<Richard.Dearden@gowlingwlg.com>, "Lucas E. Lung" <llung@lerners.ca>, Rebecca Shoom <rshoom@lerners.ca>, John Adair
<JAdair@agbllp.com>, "mark.wiffen@wiffenlaw.com" <mark.wiffen@wiffenlaw.com>, "M. Philip Tunley" <phil.tunley@stlbarristers.ca>, "Milne-Smith,
Matthew" <MMilne-Smith@dwpv.com>, Andrew Carlson <acarlson@dwpv.com>, Matthew Karabus <matthew.karabus@gowlingwlg.com>, "Linda M.
Plumpton" <lplumpton@torys.com>, "Bernstein, Andrew" <abernstein@torys.com>, "Jackson, Leora" <ljackson@torys.com>, "Reisman, Stacey"
<sreisman@torys.com>, Devin Jarcaig <djarcaig@milburnlaw.ca>, "ben@whittenlublin.com" <ben@whittenlublin.com>, "R. Paul Steep"
<psteep@mccarthy.ca>, "Chesney, Erin" <ECHESNEY@mccarthy.ca>, Gavin MacKenzie <gavin@mackenziebarristers.com>, Robert Brush
<rbrush@cmblaw.ca>, Clarke Tedesco <ctedesco@cmblaw.ca>, Nancy Tourgis <ntourgis@srtslegal.com>, Mel Solmon <msolmon@srtslegal.com>,
Darryl Levitt <darryl@dlevittassociates.com>, Laney Paddock <lpaddock@srtslegal.com>, Pekisko Ranch <kevinpds@telus.net>

 Mr Moore and Mr Jones 

Is it the Catalyst and Callidus parties position that all material and relevant schedule A documents have been produced  ?

Sincerely 
Kevin Baumann 
403-505-7784 

On Sep 15, 2020, at 11:47 AM, Kevin Baumann <pekiskokb@gmail.com> wrote: 

 Mr Moore 
I was hoping to bring certain motions into the upcoming scheduled teleconference but I don’t believe we would have sufficient time to
include my matters with Ms Paddocks .

It would be much easier if you would consent and provide relating to what I consider reasonable and proper requests , if you are
unable to do so I will float 2 dates to all parties and after 48 hours if I do not hear from one of  plaintiffs multiple counsel I will book a
date and provide a request form  .

The items are as follows 

1. Both actions that we are dealing with in Ontario are the direct result of  and intertwined with Callidus borrower loans . I request the
plaintiffs to provide all disclosure relating to borrowers including borrowers loan information , not just selective disclosure.

2. The Plaintiffs have not disclosed information relating to yield enhancement agreements purported to have entered into as
discussed in its own earnings transcripts, nor have they provided yield enhancement information obtained from borrowers which was
claimed to have been confirmed by outside parties and reviewed by its auditor KPMG .

3. The plaintiff Callidus received SANCTIONS or what Callidus described as recommendations from the OSC . These sanctions I
believe were the direct result of investigations after borrower complaints relating to Callidus’yield enhancement mechanism . I require
all communications to and from the OSC relating to this matter .

I request the plaintiffs to provide a further and better Schedule A of documents, the list above is a start and as a defendant I shall not
be limited to receiving just the above listed requests .

All of my requested information is material and relevant 

I await your response 

Sincerely 
Kevin Baumann 
403-505-7784 
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2/10/2021 Gmail - Re: Catalyst et al. v. West Face et al., DISCLOSURE

https://mail.google.com/mail/u/1?ik=19b035b274&view=pt&search=all&permmsgid=msg-f%3A1680777501509837286&simpl=msg-f%3A1680777501509837286 1/3

Kevin Baumann <pekiskokb@gmail.com>

Re: Catalyst et al. v. West Face et al., DISCLOSURE 

Kevin Baumann <pekiskokb@gmail.com> 16 October 2020 at 23:58
To: Ken Jones <kenjones@moorebarristers.ca>, David Moore <david@moorebarristers.ca>, Richard Dearden <Richard.Dearden@gowlingwlg.com>
Cc: Mel Solmon <msolmon@srtslegal.com>, Darryl Levitt <darryl@dlevittassociates.com>, Benjamin Na <benjamin.na@gowlingwlg.com>, Dimitri
Lascaris <alexander.lascaris@gmail.com>, Jeffrey McFarlane <jmcfarlane@triathloncc.com>, Jennifer Saville <jennifer.saville@stlbarristers.ca>, John
Callaghan <john.callaghan@gowlingwlg.com>, "Thomson, Kent" <KentThomson@dwpv.com>, Alexi Wood <alexi.wood@stlbarristers.ca>, "O'Sullivan,
Maura" <mosullivan@dwpv.com>, Richard Dearden <Richard.Dearden@gowlingwlg.com>, "Lucas E. Lung" <llung@lerners.ca>, Rebecca Shoom
<rshoom@lerners.ca>, John Adair <JAdair@agbllp.com>, "mark.wiffen@wiffenlaw.com" <mark.wiffen@wiffenlaw.com>, "M. Philip Tunley"
<phil.tunley@stlbarristers.ca>, "Carlson, Andrew" <acarlson@dwpv.com>, Matthew Karabus <matthew.karabus@gowlingwlg.com>, "Linda M.
Plumpton" <lplumpton@torys.com>, "Bernstein, Andrew" <abernstein@torys.com>, "Jackson, Leora" <ljackson@torys.com>, "Reisman, Stacey"
<sreisman@torys.com>, Devin Jarcaig <Devin@mathersmchenryandco.com>, "ben@whittenlublin.com" <ben@whittenlublin.com>, "R. Paul Steep"
<psteep@mccarthy.ca>, "Chesney, Erin" <ECHESNEY@mccarthy.ca>, Gavin MacKenzie <gavin@mackenziebarristers.com>, Robert Brush
<rbrush@cmblaw.ca>, Clarke Tedesco <ctedesco@cmblaw.ca>, Nancy Tourgis <ntourgis@srtslegal.com>, Laney Paddock
<lpaddock@srtslegal.com>, David Moore <david@moorebarristers.ca>, Matthew Milne-Smith <MMilne-Smith@dwpv.com>

 Mr Jones , Mr Moore and Mr Dearden,

I have again reviewed your clients disclosure in detail. A fair analysis of the disclosure is it contains more irrelevant material than it does relevant.
It is my understanding that i am being sued for supposedly conspiring with parties to expose your clients true business plan , in addition I’m
accused of making false complaints to securities regulators and police agencies.

Considering these accusations and claims there is no disclosure by your clients relating to your clients actions which relate to the accused items .
Therefore i will touch on some of but not all of the relevant records which are due to me considering the accusations within the claim .

Conspiring . I did not conspire to destroy or harm your clients business, although I did expose what I believe to be a fraudulent business plan
based on subterfuge and a scheme Mr. Glassman finally named part way through as  yield enhancements. It has been my position since early
2016 when your clients publicly announced, introduced and boasted about its new YE mechanism  that the yield enhancements were at the least
improper or an unlawful grab for assets or equity as determined by the OSC.  

Considering multiple public non private discussions between Mr. Glassman and other plaintiffs principals and market participants were discussed
in an open forum  on your clients earnings calls all information relating to yield enhancements are RELEVANT and NON PRIVILEGED and
obviously belong in the plaintiffs schedule A , in addition there are no records or emails between the plaintiffs and their CRO Sinclair during the
time of the loan and Callidus’ non substantiated loan call and Callidus’ operating of Alken for almost a year  after the loan call , those records 
prove the extreme oppression by the plaintiffs representatives , nor is there disclosure relating to the conduct exerted upon multiple borrowers
which has lead us to where we are today . I am demanding that all plaintiffs records relating to the numerous claims against me and other
borrowers be disclosed in the Ontario actions , if this material is not delivered immediately an application will be brought .

It is improper and you know it to hide behind the present Anti -Slapp legislation whereby Anti - Slapps stop further actions and motions . It was
obvious the legislation was not designed to allow parties to bring outlandish claims then to skirt around proper disclosure just because a SLAPP
was in play . It is obvious that all parties disclose and be forthright when requested and ordered to produce  .

Securities regulators .  I have made close to two dozen complaints  to  the OSC the SEC . The majority of my Canadian complaints were made
prior to the OSC ruling that eliminated Callidus’ ability to book non realized yield enhancements , which Callidus referred to that ruling as a
recommendation which is so bizarre considering it destroyed Callidus’ business plan   . The remainder of my complaints to the OSC after their
ruling in May and August of 2017 was to seek information relating to the assistance available to victims of the Yield enhancement scheme .

Considering Callidus obtained yield enhancements exceeding $300 Million on at least 14 loans , and communicated relating to them in a public
forum it is obvious the records and communications relating to all enhancements are relevant and required in the plaintiffs schedule A disclosure.
As are all communications with the OSC 

I have lodged several complaints with the Ontario police and the RCMP commercial crimes , I have disclosed this documentation to the plaintiffs
which I believe are under investigation, yet there has been no disclosure by the plaintiffs relating to their police communications relating to
borrower complaints, nor is there disclosure relating to Callidus’ false police report which was filed against me in Alberta.

I await the plaintiffs disclosure, or at the least a discussion or communication on when the disclosure can be expected . It has not been broached
yet , but it has to be as this case is so bizarre , it is my understanding that lawyers take an oath to be forthright in all matters , I struggle when we
have multiple parties that are attempting to manage this litigation with limited disclosure. It would be fine if the ordered and requested records were
described in detail in a schedule A,B or C , then we could fight it out on what A should contain , in this case there are so many relevant records that
go to the heart of the claims that the plaintiffs simple ignore or do not respond to , I consider that game an abuse of process by certain counsel.

While I’m on the process topic i believe one of the plaintiffs counsel may have committed civil fraud . On a recent teleconference a plaintiffs
counsel was attempting to convince a judge that there was no yield enhancement obtained relating to Alken Basin Drilling Ltd. I put that counsel to
the test of obtaining an affidavit from a plaintiffs representative that no enhancement was obtained relating to Alken Basin , it’s equipment, or its
contracts which may have been assigned . If you are not prepared to produce an affidavit let’s wait  for trial  .
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Sincerely 
Kevin Baumann 

On Oct 15, 2020, at 5:06 PM, Milne-Smith, Matthew <MMilne-Smith@dwpv.com> wrote: 

Dear Mr. Jones,

 

May I please have a response to my question. On what Schedule will Catalyst be disclosing documents related to Psy Group?
We know, at a minimum, that Mr. Glassman was communicating directly with Roey Burstein, and that Mr. Riley was
communicating directly with Virginia Jamieson.

 

Yours very truly,

 

Matt

 

Matthew Milne-Smith | Bio | vCard 
T 416.863.5595 
mmilne-smith@dwpv.com 

DAVIES   
155 Wellington Street West 
Toronto, ON M5V 3J7 
dwpv.com 

DAVIES WARD PHILLIPS & VINEBERG LLP 

This email may contain confidential information which may be protected by legal privilege. If you are not the intended recipient, please immediately notify us by reply email or by telephone.

Delete this email and destroy any copies. 

From: Milne-Smith, Matthew  
Sent: October 13, 2020 7:01 PM 
To: Ken Jones <kenjones@moorebarristers.ca> 
Cc: Mel Solmon <msolmon@srtslegal.com>; Darryl Levitt <darryl@dlevittassociates.com>; Kevin Baumann
<pekiskokb@gmail.com>; Benjamin Na <Benjamin.Na@gowlingwlg.com>; Dimitri Lascaris <alexander.lascaris@gmail.com>; Jeffrey
McFarlane <jmcfarlane@triathloncc.com>; Jennifer Saville <jennifer.saville@stlbarristers.ca>; John Callaghan
<John.Callaghan@gowlingwlg.com>; Thomson, Kent <KentThomson@dwpv.com>; Alexi Wood <alexi.wood@stlbarristers.ca>;
O'Sullivan, Maura <mosullivan@dwpv.com>; Richard Dearden <Richard.Dearden@gowlingwlg.com>; Lucas E. Lung
<llung@lerners.ca>; Rebecca Shoom <rshoom@lerners.ca>; John Adair <JAdair@agbllp.com>; mark.wiffen@wiffenlaw.com; M.
Philip Tunley <phil.tunley@stlbarristers.ca>; Carlson, Andrew <acarlson@dwpv.com>; Matthew Karabus
<Matthew.Karabus@gowlingwlg.com>; Linda M. Plumpton <lplumpton@torys.com>; Bernstein, Andrew <abernstein@torys.com>;
Jackson, Leora <ljackson@torys.com>; Reisman, Stacey <sreisman@torys.com>; Devin Jarcaig
<Devin@mathersmchenryandco.com>; ben@whittenlublin.com; R. Paul Steep <psteep@mccarthy.ca>; Chesney, Erin
<echesney@mccarthy.ca>; Gavin MacKenzie <gavin@mackenziebarristers.com>; Robert Brush <rbrush@cmblaw.ca>; Clarke
Tedesco <ctedesco@cmblaw.ca>; Nancy Tourgis <ntourgis@srtslegal.com>; Laney Paddock <lpaddock@srtslegal.com>; David
Moore <david@moorebarristers.ca> 
Subject: Re: Catalyst et al. v. West Face et al., Court File No. CV-17-587463-00CL

 

Dear Mr. Jones,

 

I note that this Schedule B contains no communications with Psy Group, even though we know such communications occurred, and
in fact Catalyst has asserted privilege over all communications involving Psy Group’s contractor Phil Elwood. Will there be a further
supplement forthcoming with respect to Psy Group? And if so, when can we expect it?

 

Yours very truly,

 

Matt
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Kevin Baumann <pekiskokb@gmail.com>

Catalyst et al v. West face et al - Under Advisement and Refusal Charts of James Riley’s cross
examination conducted by Kevin Baumann on October 27 , 2020 

Kevin Baumann <pekiskokb@gmail.com> 24 December 2020 at 07:56
To: David Moore <david@moorebarristers.ca>, Benjamin Na <benjamin.na@gowlingwlg.com>, Richard Dearden <richard.dearden@gowlingwlg.com>
Cc: "'Linda Plumpton' (lplumpton@torys.com)" <lplumpton@torys.com>, Andrew Carlson <acarlson@dwpv.com>, "Callaghan, John"
<John.Callaghan@gowlingwlg.com>, "Chesney, Erin" <ECHESNEY@mccarthy.ca>, Clarke Tedesco <ctedesco@cmblaw.ca>, Darryl Levitt
<darryl@dlevittassociates.com>, David Moore <david@moorebarristers.ca>, "Dearden, Richard" <Richard.Dearden@gowlingwlg.com>, Dimitri
Lascaris <alexander.lascaris@gmail.com>, "Jackson, Leora" <ljackson@torys.com>, Jeff McFarlane <jmcfarlane@triathloncc.com>, Jennifer Saville
<jennifer.saville@stlbarristers.ca>, "John Adair (JAdair@agbllp.com)" <JAdair@agbllp.com>, "Karabus, Matthew"
<Matthew.Karabus@gowlingwlg.com>, Michael Darcy <MDarcy@agbllp.com>, "Matthew Milne-Smith (mmilnesmith@dwpv.com)"
<mmilnesmith@dwpv.com>, Mel Solmon <msolmon@srtslegal.com>, "Na, Benjamin" <Benjamin.Na@gowlingwlg.com>, "O'Sullivan, Maura"
<mosullivan@dwpv.com>, Phil Tunley <phil.tunley@stlbarristers.ca>, Rebecca Shoom <rshoom@lerners.ca>, "Reisman, Stacey
(sreisman@torys.com)" <sreisman@torys.com>, "Thomson, Kent" <KentThomson@dwpv.com>, Benjamin Hahn <ben@whittenlublin.com>, Devin
Jarcaig <Devin@mathersmchenryandco.com>, Gavin MacKenzie <gavin@mackenziebarristers.com>, Ken Jones <kenjones@moorebarristers.ca>,
"Lucas E. Lung" <llung@lerners.ca>, mark.wiffen@wiffenlaw.com, "R. Paul Steep" <psteep@mccarthy.ca>

 Mr Moore 

Plaintiffs counsel, as per judge McEwan's directions those refusals and matters taken under advisement that are not based on privilege or other
substantive matter should be answered. I sent my refusals and undertakings to you on December 16, 2020, can you please advise when I may
receive same so that a motion is not necessary.

Please have the courtesy of responding promptly 

Sincerely 
Kevin Baumann 

On Dec 16, 2020, at 5:53 AM, Kevin Baumann <pekiskokb@gmail.com> wrote: 

 Dear Mr Justice McEwan 

Please find attached the chart of questions taken under advisement where privilege has not been claimed . There are 4 questions
that were refused although not on the basis of privilege.I have been requesting this material from the plaintiffs long before the cross
examination  . I have not filed a motion record although would appreciate an opportunity to briefly speak to the issues as a self
represented party . 

Thank you 
Kevin Baumann 
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 5        (Cont'd).................................254-265

 6        CROSS-EXAMINATION BY MR. LUNG............265-378

 7        CROSS-EXAMINATION BY MR. BAUMANN.........378-439

 8

 9         **The following list of undertakings, advisements
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 1                            I N D E X

 2                            (CONT'D)
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 4                         INDEX OF REFUSALS

 5        The questions/requests refused are noted by R/F and

 6        appear on the following pages:  255:10, 256:15,

 7        282:19, 284:22, 285:24, 286:10, 287:10, 287:14,

 8        288:10, 289:24, 293:19, 294:7, 339:21, 375:17,

 9        380:4, 383:10, 397:2, 436:15
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11
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13                         INDEX OF EXHIBITS
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16        3    Supplemental Schedule B of

17             the Plaintiffs.................. 285/15

18

19        4    Electronic brief of documents
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22             of Mr. Riley.................... 399/2

23
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 1        -- Upon commencing at 10:00 a.m.

 2

 3                    JIM RILEY; UNDER PRIOR AFFIRMATION.

 4                    CROSS-EXAMINATION BY MR. MILNE-SMITH

 5                    (CONT'D):

 6  776               Q.   Actually, the first question I had

 7        is I just want to clarify something from yesterday

 8        with Mr. Moore, to make sure that we understand

 9        your position and the scope of it.

10                    So, Mr. Moore, you'll recall that

11        yesterday I started asking some questions about the

12        basis for the claim of privilege over

13        communications involving Dan Gagnier, and as I

14        understood it, you indicated that you would be

15        refusing any questions regarding privilege of any

16        kind that were asserted on Schedule B, so not just

17        limited to Black Cube or PSY Group, but that you

18        were refusing questions regarding the assertion of

19        any privilege, including everything on Schedule B;

20        is that correct?

21                    MR. MOORE:  Yes.

22                    BY MR. MILNE-SMITH:

23  777               Q.   Okay, and this isn't meant to be

24        an exhaustive list but just by way of greater

25        certainty, that means that you will refuse any
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 1        questions that would be intended to test the

 2        assertion of privilege over Tamara Global, Yossi

 3        Tanuri, the SEC, and that is the U.S. Securities

 4        and Exchange Commission, the Ontario Securities

 5        Commission, Patrick Dalton, Vincent Hanna/Danny Guy

 6        or his counsel, Dan Gagnier and Virginia Jamieson;

 7        you are refusing any questions over any assertions

 8        of privilege, including those individuals or

 9        organizations I named; correct?

10        R/F         MR. MOORE:  Yes, that's right.  I mean,

11        I think in several instances questions did not come

12        up yesterday, but as I said, you don't need to put

13        all the questions.  So that is fine, I agree with

14        what you have just said.

15                    MR. MILNE-SMITH:  Okay, thank you.

16                    Just so I understand it - and hopefully

17        that echo will go away - is it your position that

18        anything other than Black Cube or PSY Group should

19        be dealt with in the refusals motion before Justice

20        McEwen or the privilege motion before Justice

21        Boswell?  I understand Boswell is handling Black

22        Cube and PSY Group.

23                    MR. MOORE:  Yes.

24                    MR. MILNE-SMITH:  But where do you say

25        all the other privilege assertions can be tested?
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 1                    MR. MOORE:  My understanding is that

 2        the dates in December, the 15th and 16th, have been

 3        set aside for the privilege issues, and then the

 4        Black Cube and PSY-related privilege issues got

 5        hived off to be dealt with by Justice Boswell.

 6        That is my understanding.

 7                    BY MR. MILNE-SMITH:

 8  778               Q.   Fine, okay, and everything else

 9        goes to McEwen.

10                    And just to be clear, you are not just

11        refusing questions that would invade the privilege.

12        As we saw earlier when I started to ask about

13        Mr. Gagnier, you are refusing questions that would

14        explore the basis for the privilege?

15        R/F         MR. MOORE:  Yeah, I mean, I think that

16        is a subtle distinction, but sometimes it is

17        difficult to delineate.  And so it seemed to me

18        that we could potentially get into some issues and

19        difficulties and it would clutter up the transcript

20        and not be particularly helpful or productive or

21        efficient in terms of what you wanted to get

22        through, so yes.

23                    BY MR. MILNE-SMITH:

24  779               Q.   Okay, thank you.

25                    So let's then pull up, if we could,
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 1        Tanya, I am going to put one more affidavit on the

 2        record here and, Mr. Riley, this is your affidavit

 3        from August 20 of this year.  It was a reply

 4        affidavit to an affidavit of Mr. Boland sworn on

 5        May 29th, and I am going to label that as document

 6        G for the purposes of this examination.

 7                    And I would like to go to paragraph 27,

 8        and you will see the highlighted portions there.

 9        And maybe just scroll up a little bit so you can

10        see the highlighting on (d) as well there, and you

11        can get the whole thing on one page.

12                    So is it fair to say, Mr. Riley, that

13        in this affidavit and in particular in this

14        passage, parts of which I have highlighted, you

15        criticize the fund performance of certain funds

16        managed by West Face?

17                    A.   That is correct.

18  780               Q.   And in paragraph 27(a) in

19        particular you say that:

20                         "West Face had an abysmal

21                    investment track record as a hedge

22                    fund"?

23                    A.   I do.

24  781               Q.   And in paragraph (d) you give the

25        detail for that, I suppose, which is you say that:
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 1                         "West Face was marketing off of

 2                    a negative return of minus 1.6% in

 3                    YTD March 31, 2017."

 4                    Is that correct?

 5                    A.   Yes.

 6  782               Q.   And that is what you characterize

 7        as an abysmal investment track record; correct?

 8                    A.   No, I think it is the broader

 9        track record in the last five years, but that was

10        in that one period where was minus 1.6.

11  783               Q.   Okay, so that is part of it.

12        Let's turn up document 91.  And we can see the

13        heading.  This is an article from May 14, 2020, in

14        Bloomberg News by Paula Sambo titled "Glassman's

15        Catalyst Says Third Fund Plunged More Than 60%",

16        and it states that:

17                         "Catalyst Capital Group Inc.

18                    told investors that assets in one of

19                    its oldest active funds declined in

20                    value by more than 60% last year."

21                    A.   This was for 2019?

22  784               Q.   This is for 2019, because it is

23        May 14, 2020, so it is disclosing the results from

24        2019.  This is pre-pandemic.

25                    A.   Well, no, and I am not quibbling,
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 1        it is pre-pandemic, but the valuation of that

 2        particular asset, Gateway and the other ones in the

 3        funds, were affected by COVID because the auditors

 4        took the view that it was an event that you had to

 5        take into account in valuing the assets.

 6  785               Q.   Okay, well, let's just look at

 7        what this article says:

 8                         "The Toronto-based firm, which

 9                    invests primarily in distressed debt

10                    and private equity, marked down the

11                    value of the portfolio in the

12                    Catalyst Fund Limited Partnership

13                    III to about $320 million at the end

14                    of last year," meaning the end of

15                    2019, "from about $820 million at

16                    the start of the year, according to

17                    a document sent to its limited

18                    partners."

19                    Is that a true reporting of Catalyst

20        reporting to its investors?

21                    A.   Yes.  What I am saying, though, is

22        the reason for that writedown was directly related

23        to COVID because Gateway is a casino that could not

24        be open during COVID.

25  786               Q.   So, Mr. Riley, I am going to have
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 1        to ask you to produce then the reporting that was

 2        sent to your investors, because I don't understand

 3        how events that started in March of 2020 affect the

 4        valuation which says $320 at the end of last year.

 5        U/A         MR. MOORE:  Well, we'll take that under

 6        advisement, but I think Mr. Riley said that the

 7        auditors in effect took the position that the COVID

 8        events, even though they were post year-end, had to

 9        be taken into account in the valuation that was

10        circulated.  But in any event, I have your question

11        and we'll take it under advisement.

12                    BY MR. MILNE-SMITH:

13  787               Q.   And, Mr. Riley, you see the next

14        highlighted paragraph says that the fund started

15        with about 1 billion in 2009.  Just on that, so you

16        would agree that it started at 1 billion, and then

17        by the start of 2019, it was at 820 million;

18        correct?

19                    A.   I would want to defer to my CFO to

20        make sure these numbers are correct and the

21        accounting for them in each of those periods.

22  788               Q.   Okay, so that would be -- if that

23        were true, that would be a decline of 18 percent;

24        correct?

25                    A.   I didn't hear, Matt.
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 1  789               Q.   If true, that would be a decline

 2        of 18 percent from 1 billion to 820 million?

 3                    A.   I would want to go back and look

 4        at those numbers to make sure that they are

 5        accurate, that is all, because part of the impact

 6        in Fund III in that time frame was the results of

 7        Callidus.  So it is not just one event in there.

 8  790               Q.   Oh, I'm sure that's right.  And,

 9        Mr. Riley, sometimes the fact is in financial

10        management is sometimes markets move against a fund

11        manager; correct?

12                    A.   Well, it depends on -- yes.

13  791               Q.   And it is not necessarily a sign

14        of incompetence?

15                    A.   Well, it depends on how you define

16        "competence".  In other words, if someone is a good

17        stock-picker, then their track record would

18        generally be more positive than negative.  There

19        will be events where it is negative.

20  792               Q.   Right, and so the simple fact that

21        Catalyst went from 1 billion at the inception down

22        to 820 million at the beginning of 2019 to 320

23        million at the end of 2019 is not necessarily a

24        sign of incompetence on the part of Catalyst; it

25        could just be you got unlucky, correct?
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 1                    A.   Well, I don't think COVID is a

 2        matter of luck.

 3  793               Q.   Then let's talk about what

 4        happened before COVID, down from a billion to 820.

 5        It is not necessarily incompetence?

 6                    A.   I would want to look at the

 7        numbers to make sure.  Again, I am deferring

 8        because I want to review those numbers with my CFO

 9        to make sure they are accurate.

10  794               Q.   So take it as an assumption.

11        Assuming that it was down from a billion to 820.

12        That is not necessarily a sign of incompetence on

13        the part of the fund manager?

14                    A.   No.

15  795               Q.   And more important for a fund

16        manager, rather than any particular short-term

17        results, is their reputation for integrity;

18        correct?

19                    A.   That is important.

20  796               Q.   Okay.  I would like to see

21        obviously the communications to investors in Fund

22        III, Fund IV and Fund V for year-end 2019, so it

23        was referred to in this article and whatever the

24        equivalents are for Fund IV and V?

25        U/A         MR. MOORE:  We'll take that under
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 1        advisement

 2                    BY MR. MILNE-SMITH:

 3                    A.   And to the extent that those

 4        investor communications rely on financial reporting

 5        by auditors, accountants and or other external

 6        firm, I would like to see their underlying

 7        reporting?

 8        U/A         MR. MOORE:  Well, I'll take that under

 9        advisement, but I think that we are not likely to

10        agree to that, but I'll take that under advisement.

11                    BY MR. MILNE-SMITH:

12  797               Q.   Well, put it this way.  I would

13        like to know what the basis is for the reporting to

14        investors, and then whatever that is, I would like

15        to see the underlying documentation that supports

16        the reporting to investors.

17                    MR. MOORE:  Well, let me understand

18        your question.  Do you mean by that all of the

19        audit working papers and that kind of material in

20        the hands of the auditors?  What are you talking

21        about?

22                    MR. MILNE-SMITH:  The end product of

23        whatever the auditors produced that was relied on

24        by Catalyst in its reporting to investors.

25        U/A         MR. MOORE:  All right, we'll take that
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 1        under advisement.

 2                    MR. DEARDEN:  Why is that relevant, Mr.

 3        Milne-Smith?

 4                    MR. MILNE-SMITH:  Pardon me?

 5                    MR. DEARDEN:  Why is it relevant to go

 6        into the weeds to the point where you are actually

 7        looking for documents from auditors?  What is the

 8        relevance?

 9                    MR. MILNE-SMITH:  I am not looking to

10        get it from working papers.  I am asking for one

11        level down from the reporting to the investors so I

12        can have some comfort in the basis for what is told

13        to investors.  Mr. Riley has explained in his

14        testimony this morning that there are requirements

15        by auditors that writedowns be made after the fact

16        and so forth, so I just want to see so I can

17        properly understand the reporting to investors what

18        it was that Catalyst relied on in doing so.

19                    MR. DEARDEN:  I want to know the

20        relevance.

21                    MR. MILNE-SMITH:  The relevance was

22        established at the beginning of the

23        cross-examination when Mr. Riley has attacked the,

24        quote, "abysmal track record of West Face".  I

25        think it is fair to look at the same kind of
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 1        information for Catalyst.

 2                    MR. DEARDEN:  That is your basis for

 3        relevance?

 4                    MR. MILNE-SMITH:  Yes.

 5                    MR. DEARDEN:  Okay, we'll take it under

 6        advisement.

 7                    MR. MILNE-SMITH:  And of course, the

 8        anti-SLAPP suit talks about the relevance of harm

 9        to the -- harm suffered by the investment manager,

10        and therefore, for the very same reasons that you

11        say that West Face's performance is relevant, I say

12        that the performance of Catalyst is relevant.

13                    MR. MOORE:  We have your question.

14                    MR. MILNE-SMITH:  All right, subject to

15        the questions taken under advisement and refused

16        and the undertakings and answers arising therefrom,

17        those are my questions for this witness, and I will

18        turn it over to Mr. Lung.

19                    CROSS-EXAMINATION BY MR. LUNG:

20  798               Q.   Good morning, Mr. Riley.

21                    A.   Good morning.

22  799               Q.   Can you hear me okay?

23                    A.   I can.  Can you hear me?

24  800               Q.   I can hear you just fine.

25                    Deana, if you need me to stop or if you
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 1        can't hear anything, just jump in.

 2                    Mr. Riley, Callidus was a private

 3        company until 2014; is that right?

 4                    A.   Yes.

 5  801               Q.   And in 2014 there was an IPO?

 6                    A.   Yes.

 7  802               Q.   And at that point certain of the

 8        shares of Callidus were retained by certain

 9        Catalyst funds; is that right?

10                    A.   Catalyst III and IV held the

11        majority of the shares, and there was a small

12        number in Fund II after disposition, so Fund II

13        basically exited.

14  803               Q.   And in your affidavit you say that

15        more than 60 percent of Callidus's shares after the

16        IPO were owned by Fund II, Fund III and Fund IV; is

17        that right?

18                    A.   Which paragraph?

19                    MR. DEARDEN:  Which paragraph in which

20        affidavit?

21                    BY MR. LUNG:

22  804               Q.   Sure, it is paragraph 21.  I can

23        bring it up if you want.

24                    A.   Which affidavit, please?

25  805               Q.   Oh, it is the conspiracy
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 1        affidavit.

 2                    A.   And page 21?

 3  806               Q.   That's right.

 4                    MR. DEARDEN:  Paragraph 21.

 5                    BY MR. LUNG:

 6  807               Q.   So, Mr. Riley, it is up on the

 7        screen here, if you want to take a look.

 8                    A.   Yes, I agree with that number.

 9  808               Q.   And did it remain that way until

10        Callidus went private in 2019?

11                    A.   That it controlled more than 60

12        percent?

13  809               Q.   Or that these three funds

14        controlled more than 60 percent?

15                    A.   That is correct.

16  810               Q.   And at any time did Catalyst

17        Capital Group own any shares?

18                    A.   No.

19  811               Q.   So the shares --

20                    A.   All the --

21  812               Q.   So the shares were always owned by

22        the funds?

23                    A.   Yes.

24  813               Q.   So at paragraph 32 of your

25        conspiracy affidavit, and I have got it up on the
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 1        screen, in the second sentence you state:

 2                         "The shares owned by Catalyst

 3                    and its related funds comprised over

 4                    60% of the outstanding shares and

 5                    were not traded."

 6                    That statement is not quite accurate;

 7        is that fair?

 8                    A.   Sorry, what is the -- sorry, I was

 9        getting to the --

10  814               Q.   Sorry, the second sentence of

11        paragraph 32 says:

12                         "The shares owned by Catalyst

13                    and its related funds comprised over

14                    60% of the outstanding shares and

15                    were not traded."

16                    That sentence isn't accurate?

17                    A.   I assume you are saying that it

18        should be Catalyst fund?

19  815               Q.   Because Catalyst never owned any

20        shares in Callidus?

21                    A.   That is correct.

22  816               Q.   What is Callidus's --

23                    A.   Do we define Catalyst in this

24        affidavit?

25  817               Q.   Catalyst is the Plaintiff, right.
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 1        Well, Mr. Riley, just that particular sentence

 2        there, it identifies Catalyst separate and apart

 3        from its related funds, so --

 4                    A.   Yes, but it is the funds that own

 5        the shares, and those shares were not traded.

 6  818               Q.   So, Mr. Riley, Callidus went

 7        private in 2019?

 8                    A.   Yes.

 9  819               Q.   And does it continue as a

10        business?  Is it still in business?

11                    A.   Callidus is in the course of a

12        wind-down, and there is a new entity called

13        FrontWell Partners that was launched in September.

14  820               Q.   And does --

15                    A.   It is the same.  They carry on the

16        same business.

17  821               Q.   So FrontWell Partners carries on

18        the same business?

19                    A.   Yes.

20  822               Q.   It provides loans to high-risk

21        lenders?

22                    A.   Yes.

23  823               Q.   And who owns FrontWell Capital?

24                    A.   It is owned by -- primarily by the

25        Catalyst Funds III, IV and II, and I can't remember
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 1        which one of Joe Lewis's companies owns the

 2        balance.

 3  824               Q.   And does Catalyst Capital Group

 4        own any part of FrontWell Capital?

 5                    A.   No, Newton Glassman and Jim Riley

 6        own a very small percentage of shares because we

 7        had purchased shares in Callidus when it was

 8        public.

 9  825               Q.   So that ownership structure under

10        Callidus was impressed on FrontWell Capital?

11                    A.   Yes, the same -- well, no,

12        FrontWell is 85 percent owned by the funds and 15

13        percent by I think it is Braslyn.  I think that is

14        the Joe Lewis company.

15  826               Q.   That is the company that

16        participated in the privatization in 2019?

17                    A.   Yes, I belive that the name is

18        Braslyn.

19  827               Q.   Okay.  Can you explain to me what

20        is a yield enhancement?

21                    A.   A yield enhancement is where there

22        is an expectation that you may realize more than

23        the value of -- well, there is several types of

24        yield enhancements, so let me step back.

25                    The idea of a yield enhancement started
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 1        when a valuation of Callidus was performed by

 2        National Bank and they saw some additional value in

 3        some of the positions we held.

 4                    A yield enhancement, in our view, is an

 5        amount where you are realizing an amount more than

 6        the value or the as it were face amount of the

 7        loan, so it could be a fee; it could be an option

 8        to acquire equity; or it could be in a position

 9        that you own, there is value in excess of the loan.

10  828               Q.   And is it fair to say that while

11        Callidus was in business, yield enhancements were a

12        key component of its business and its operation and

13        valuation?

14                    A.   I don't think it was a key

15        component.  It was information that was material,

16        we thought had some materiality to the market or

17        informed the market of possible additional value.

18  829               Q.   But yield enhancements were an

19        important --

20                    A.   The -- I'm sorry --

21  830               Q.   I'm sorry, is it fair to say that

22        yield enhancements were --

23                    A.   I didn't finish -- sorry, Deana,

24        could you please read back to me how far you got in

25        my answer?  Or can I see it there?
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 1                    [Court Reporter intervenes for

 2                    clarification.]

 3                    BY MR. LUNG:

 4  831               Q.   Mr. Riley, why don't we reset that

 5        question.  Is it fair to say that yield

 6        enhancements were an important part of Callidus's

 7        business?

 8                    A.   No, it was an aspect of the

 9        business -- or it was not a business.  It provided

10        information to the marketplace.

11  832               Q.   But it was an important aspect of

12        Callidus's operations?

13                    A.   Again, I am not trying to quibble.

14        It was an aspect.  How important it was at the end

15        of the day is unclear.

16  833               Q.   So I am just going to bring up a

17        document, and this is -- it is actually Exhibit 21

18        to Mr. Anderson's May 22nd, 2017 whistleblower

19        submission, and I just want to make sure it comes

20        up.

21                    MR. DEARDEN:  You said 117?

22                    MR. LUNG:  Sorry, Rick, I didn't hear

23        that.

24                    MR. DEARDEN:  Sorry.

25                    MR. LUNG:  What is the question?
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 1                    MR. DEARDEN:  No, I was just confused

 2        on which exhibit you were referring to, my

 3        apologies.  I thought you were talking about the

 4        affidavit, so --

 5                    BY MR. LUNG:

 6  834               Q.   So Exhibit K to Mr. Anderson's

 7        first affidavit is a number of documents that are

 8        exhibits to his OSC submissions, and one of those

 9        is Exhibit 21 to the May 22nd, 2017 OSC submission,

10        and that is what is up on the screen now.

11                    And this document is a transcript from

12        the Q2 2016 earnings call on August the 12th, 2016,

13        and there is some comments that are made by Mr.

14        Glassman during this call.

15                    A.   Is this -- because you have gone

16        so quickly, is this after the -- is this during

17        the question period or is this during the call?  It

18        is just you went so fast, because there are two

19        parts to it.

20  835               Q.   So the first part there is a

21        "Management Discussion Section"?

22                    A.   Yes.

23  836               Q.   And that is what this is part of.

24                    A.   Okay, thank you.

25  837               Q.   So Mr. Glassman made some
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 1        comments, and on the issue of yield enhancements he

 2        made a number of comments and I will give you a

 3        moment to take -- well, take a moment to maybe read

 4        this.

 5                    A.   [Witness reviews document.]

 6                    Okay.

 7  838               Q.   So on page 5 of this exhibit, Mr.

 8        Glassman says about yield enhancements, he says:

 9                         "For the benefit of those who

10                    are unfamiliar with yield

11                    enhancements, they are required

12                    under IFRS accounting rules and are

13                    generally no-risk or low-risk

14                    financial instruments we receive

15                    when we make an accommodation to a

16                    borrower."

17                    Is that statement correct?

18                    A.   I am confused by why he says if it

19        is under IFRS accounting rules.  It depends on what

20        the form of the investment is.  In some cases

21        they'll be taken into account; in other cases, they

22        are not IFRS and they are unrealized.  So I think

23        what he was talking about there was realized.

24  839               Q.   And he goes on to say:

25                         "Yield enhancements are
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 1                    unequivocally and undeniably a

 2                    fundamental, ongoing, repeating part

 3                    of the business for a company such

 4                    as Callidus.  It is therefore a key

 5                    part of normal operations, albeit

 6                    they can be lumpy."

 7                    A.   Again, not knowing what all the

 8        yield enhancements were in that period, were we to

 9        receive let's say a fee of 1 percent for an

10        accommodation to a borrower, that is part of our

11        business.  It is part of any lending business where

12        the borrower is asking for an accommodation,

13        whether it is Callidus or whether it is one of the

14        schedule 1 banks; if you ask for an accommodation,

15        you will be charged a fee.

16  840               Q.   You will agree with Mr. Glassman's

17        comment here that yield enhancements are

18        unequivocally and undeniably a fundamental, ongoing

19        repeating part of the business and that it is a key

20        part of normal operations?

21                    A.   I thought I had answered that by

22        saying where you charge a fee that is let's say a

23        cash fee that is taken into income, that is for an

24        accommodation; that is part of the business of

25        lending, not just our business.
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 1  841               Q.   I'll put it this way.  That

 2        statement is not inaccurate; is that fair?

 3                    A.   That is fair.

 4  842               Q.   You mentioned a second ago that

 5        there are some yield enhancements that are taken

 6        into income?

 7                    A.   Yes.

 8  843               Q.   So there is a difference between

 9        yield enhancements that are recognized as income

10        and others that are unrecognized; is that fair?

11                    A.   Correct.  Correct.

12  844               Q.   And yield enhancements that are

13        recognized are included on Callidus's income

14        statement?

15                    A.   Correct.

16  845               Q.   And they are subject to scrutiny

17        by the auditor?

18                    A.   Correct.

19  846               Q.   And IFRS accounting rules?

20                    A.   Correct.

21  847               Q.   And yield enhancements that are

22        not recognized are not in the financial statements?

23                    A.   That is correct.

24  848               Q.   They are forward-looking,

25        non-IFRS; is that right?
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 1                    A.   Yes.

 2  849               Q.   And because they are not on the

 3        financial statements, they are not subject to

 4        scrutiny by the auditor; is that fair?

 5                    A.   That is correct, because the

 6        auditors do not review MD&A, which is where

 7        unrealized yield enhancements are shown.

 8  850               Q.   Of the yield enhancements that

 9        were reported or disclosed by Callidus, what

10        percentage would have been recognized versus

11        unrecognized?

12                    A.   I do not know.

13  851               Q.   Is it fair to say that recognized

14        yield enhancements made a very small portion of

15        yield enhancements generally?

16                    A.   I would have to go back and look

17        at the particular period and see what were realized

18        and what were not realized.

19  852               Q.   So I have got up on the screen,

20        this is Exhibit 4 to Mr. McFarlane's supplementary

21        affidavit that was in his reply record, and it is

22        Callidus's -- it is the MD&A from December 31st,

23        2018.

24                    So, Mr. Riley, we are looking at page

25        17 of the MD&A, and there is a table and it appears
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 1        to indicate that recognized yield enhancements --

 2        and it sets it out by quarter, but it indicates

 3        that recognized yield enhancements were $900,000

 4        for Q4 2017, $900,000 for Q3 2017, and 5.8 million

 5        for Q1 2017; do you see that?

 6                    A.   I do.

 7  853               Q.   And this seems to indicate that

 8        there were no recognized yield enhancements in

 9        2018?

10                    A.   That would be -- that is what I

11        would take from that.  This is from the income

12        statement?

13  854               Q.   It is.  It is from -- well, it is

14        from the MD&A.

15                    A.   No, but, sorry, but this is

16        from -- yes, okay, I agree with my answer.

17  855               Q.   So those amounts, would they be a

18        small proportion of the overall yield enhancements

19        if you take into account the recognized and

20        unrecognized?

21                    A.   Well, by definition there is no

22        recognized in that period.

23  856               Q.   I guess that is my point, that

24        there would be unrecognized yield enhancements that

25        were reported during that period?
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 1                    A.   I'm sorry, could you ask -- sorry,

 2        this is talking about recognized.  The unrecognized

 3        would be somewhere else in this MD&A, the

 4        unrealized or unrecognized.

 5  857               Q.   Would it be in this one?  This is

 6        the MD&A for the year-ended December 31st, 2018.

 7                    A.   It should be somewhere else, but

 8        it would not show up in the financial -- this is

 9        information I believe derived primarily from the

10        financial statements.

11  858               Q.   By this time, hadn't Callidus

12        discontinued reporting its unrecognized yield

13        enhancements in its public disclosure?

14                    A.   I do not recall what date we

15        ceased doing that.

16  859               Q.   Okay.  Isn't it fair that or isn't

17        it true that at some point the OSC expressed

18        concerns about Callidus's reporting of unrecognized

19        yield enhancements in its continuous disclosure?

20                    A.   In summary, they -- well, you will

21        see if you look through the various MD&As that over

22        time we enhanced the amount of information

23        provided, so more risk factors, more explanations.

24        Eventually we came to the conclusion that we were

25        never going to be able to satisfy the OSC even
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 1        though we believed we were correctly disclosing,

 2        and therefore, we ceased doing it because by that

 3        time we were looking at going private in any event,

 4        so it wasn't worth continuing the discussion with

 5        the OSC as to how to disclose.

 6  860               Q.   And what was the OSC's concern?

 7                    A.   It was really whether we had

 8        complied with the rules as to whether we had

 9        provided sufficient basis for the assessment, i.e.,

10        did we show enough information on assumptions, risk

11        factors, milestones.

12  861               Q.   Is it a fair characterization that

13        the OSC was concerned that the reporting of

14        unrecognized yield enhancements might cause

15        confusion or might mislead investors?

16                    A.   No, I don't believe that is

17        correct.

18  862               Q.   There was no concern that there

19        might be confusion created by your reporting of

20        unrecognized yield enhancements?

21                    A.   I don't believe that was correct.

22  863               Q.   Then why would the OSC want you to

23        provide additional disclosure and --

24                    A.   Because --

25  864               Q.   Sorry, go ahead.
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 1                    A.   No, sorry, finish your question, I

 2        apologize.

 3  865               Q.   Well, additional disclosure and

 4        explanation as it relates to your disclosure of

 5        unrecognized yield enhancements, why would it want

 6        more disclosure of the risk factors?

 7                    A.   Their belief -- it is not just

 8        risk factors, but the components of what gave rise

 9        to it.  I can't speak for the OSC, but I can just

10        say that in going back and forth, we were not able

11        to reach a level of disclosure that we felt was

12        going to be satisfactory to them.

13                    It is not unusual in dealing with

14        securities regulators where there is a question of

15        how you disclose things.  For example, when you do

16        a prospectus, it is the same phenomenon, i.e.,

17        there will be back and forth until you get to the

18        level of disclosure.  But that, although we thought

19        it was important to the market, the OSC did not,

20        did not have that same view, I suppose.  But I

21        can't speak for them.

22  866               Q.   Well, did the OSC express its

23        concerns to Callidus in correspondence?

24                    MR. MOORE:  Well, we have raised the

25        issue of privilege with respect to certain
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 1        documentation, so I don't want to cross into that

 2        area.

 3                    MR. LUNG:  Well, he has already given

 4        evidence on the discussions between Callidus and

 5        the OSC, so I don't understand how that would be

 6        privileged.

 7                    MR. MOORE:  Well, he has given his

 8        understanding in a summary way as to his

 9        conclusions, and he has indicated that he has not

10        spoken to or he is not speaking for the OSC.  So

11        let's not cross over any lines that we anticipate

12        that will be or may be the subject of some of those

13        upcoming privilege motions.

14                    MR. LUNG:  Can you please identify that

15        line for me?

16                    MR. MOORE:  Sorry?

17                    MR. LUNG:  Can you identify that line

18        for me?

19        R/F         MR. MOORE:  Yes, I am identifying it

20        now.  I think questions about documents, which

21        seems to be where you are headed, is over that line

22        because they have been designated as privileged

23        documents in our Schedule B.

24                    And so I am saying you are at that line

25        right now, and so I would instruct the witness not
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 1        to answer questions about those documents.

 2                    MR. LUNG:  We are talking about

 3        documents between Callidus and a third party.

 4                    MR. MOORE:  You are talking about the

 5        OSC documents that are listed in Schedule B to our

 6        affidavit of documents and --

 7                    MR. LUNG:  But they --

 8                    MR. MOORE:  That is what I perceive

 9        your question to be getting to.

10                    MR. LUNG:  But they are communications

11        between Callidus and the OSC.

12                    MR. MOORE:  That's right.

13                    MR. LUNG:  And privilege is being

14        asserted over that; is that what I understand?

15                    MR. MOORE:  Well, that is what the

16        Schedule B reveals.

17                    MR. LUNG:  Can you explain what

18        privilege is being asserted?

19                    MR. MOORE:  I am not going to get into

20        a debate about privilege when --

21                    MR. LUNG:  I don't want a debate.  I

22        just want you to tell me what the privilege is,

23        because right now I don't see any privilege at all

24        and you have got a -- you have a witness who has

25        testified to these discussions.  He has deposed in
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 1        his affidavit the interactions that lead to the

 2        notations on the re-filings and errors list.  I am

 3        trying to understand where the privilege is.

 4                    MR. MOORE:  This cross-examination is

 5        not about privilege debates or disputes or grounds

 6        or issues.  That can be dealt with on the motions,

 7        if anyone ever brings a motion, but not now.  We

 8        can agree to disagree about that, but that is the

 9        position.

10                    BY MR. LUNG:

11  867               Q.   I apologize.  My computer is

12        working a little slower right now than normal.

13                    So, Mr. Riley, I am bringing up on

14        screen, this is the Schedule B from your affidavit

15        of documents.  It is a supplemental Schedule B.

16        And listed in this document appears to be a lot of

17        communication with the OSC; is that correct?

18                    MR. MOORE:  It speaks for itself.

19                    BY MR. LUNG:

20  868               Q.   Well, that is what is on the

21        document?

22        R/F         MR. MOORE:  I am not going to debate

23        about what is on the Schedule B to this

24        cross-examination on a SLAPP motion.  And as I

25        said, you can disagree with that position.  We can
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 1        agree to disagree, and the place to deal with that,

 2        as far as we are concerned, is if and when someone

 3        brings a motion about this assertion of privilege,

 4        not on a SLAPP cross-examination.

 5                    So you don't have to put all your

 6        questions, and I am not prepared to engage in a

 7        debate about this on this SLAPP cross-examination.

 8                    MR. LUNG:  Well, I would like to mark

 9        this as Exhibit 1 on this cross-examination, so

10        this is the Supplemental Schedule B of the

11        Plaintiffs.

12                    [Court reporter intervenes for

13                    clarification.]

14                    So we'll do this as number 3.

15                    EXHIBIT NO. 3:  Supplemental Schedule B

16                    of the Plaintiffs.

17                    BY MR. LUNG:

18  869               Q.   Mr. Moore, just to be clear, I

19        would like an undertaking for the production of any

20        correspondence with the OSC relating to the matters

21        that are listed on the re-filings and errors list

22        that appears as Exhibit G to Mr. Anderson's second

23        affidavit?

24        R/F         MR. MOORE:  We'll take that as a

25        refusal or I'll refuse.  I'll take it under
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 1        advisement, which you can take for a refusal.

 2                    MR. LUNG:  So you are refusing, aren't

 3        you?

 4                    MR. MOORE:  Yes.

 5                    BY MR. LUNG:

 6  870               Q.   Okay.  Mr. Riley, has there ever

 7        been a -- has Callidus ever been the subject of an

 8        investigation order under section 11 of the

 9        Securities Act?

10        R/F         MR. MOORE:  Don't answer that question.

11        You know full well, and don't read anything into my

12        objection one way or the other, but you know full

13        well that --

14                    MR. LUNG:  He can answer that.  Why

15        can't he answer that?

16                    MR. MOORE:  Let me finish, please,

17        okay.  I am not interrupting you.  You have put

18        your question and I am responding.

19                    I practice, and whether it be this case

20        or any other case, where any counsel raises

21        questions about any OSC investigations, but

22        typically on ones like you have just asked, is to

23        treat that and take the position that that is a

24        totally improper question.  It has got nothing to

25        do with this specific case.  It has got to do with
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 1        the prohibitions under the Securities Act that make

 2        that whole subject matter completely out of bounds.

 3                    And so we can agree to disagree about

 4        that too.  Don't answer the question.  It is an

 5        improper question.

 6                    BY MR. LUNG:

 7  871               Q.   Has the OSC made any inquiries

 8        with Callidus or Catalyst about any of the issues

 9        raised in Mr. Anderson's whistleblower report?

10        R/F         MR. MOORE:  Don't answer the question.

11                    BY MR. LUNG:

12  872               Q.   If any inquiries were made, when

13        were they made?

14        R/F         MR. MOORE:  Don't answer the question.

15        You don't have to put all your questions.

16                    BY MR. LUNG:

17  873               Q.   Has the SEC made inquiries with

18        Catalyst or Callidus about any of the issues raised

19        in Mr. Anderson's whistleblower report?

20                    MR. MOORE:  Don't answer the question.

21        We claim privilege over the SEC case, and it is

22        evident to me you are trying to go down that same

23        road.

24                    MR. LUNG:  What is the nature of the

25        privilege that is being claimed?
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 1                    THE COURT REPORTER:  I'm sorry --

 2                    MR. MOORE:  I'll repeat what I said

 3        about your inquiry in relation to the OSC

 4        documents.  The same applies to the SEC documents.

 5        If anyone wants to bring a motion about the

 6        privilege being asserted, they can do so, and that

 7        will be the time and place to deal with it.

 8                    [Court Reporter intervenes for

 9                    clarification.]

10        R/F         MR. MOORE:  What I was saying just now

11        in case didn't get it was that that question was in

12        effect the same type of question that you were

13        asking with respect to the OSC documents.

14        Privilege has been claimed over the SEC documents.

15                    I am not going to get into a debate

16        about that or an argument about that or a

17        discussion about that on this cross-examination.

18        If and when anyone brings a motion with respect to

19        the SEC claim of privilege, as I indicated to Mr.

20        Milne-Smith earlier, those motions presumably could

21        be heard on December 15th or 16th and that it is in

22        the context of such motions, if they are ever

23        brought, that these kinds of issues and questions

24        can be raised, but not today.

25                    BY MR. LUNG:
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 1  874               Q.   Mr. Riley, are you aware of or are

 2        you familiar with an action that was commenced by a

 3        person named Craig Boyer against Callidus?

 4                    A.   Yes, I am.

 5  875               Q.   And who was Mr. Boyer?

 6                    A.   He was I believe a Vice President

 7        and he was essentially our chief credit officer at

 8        the time, but I don't think he had that title.  I

 9        think he was just Vice President.

10  876               Q.   At some point he either quit or

11        was fired?

12                    A.   That is the subject matter of that

13        dispute whether he was constructively dismissed or

14        whether he quit.

15  877               Q.   I am going to bring the pleadings

16        from that action up on the screen, and this is

17        Exhibit 61 to Mr. Boland's first affidavit.  And,

18        Mr. Riley, do you recall that there was a

19        counterclaim that was asserted in that action?

20                    A.   Yes.

21  878               Q.   And did you participate in the

22        preparation of the Defence and Counterclaim for the

23        action?

24        R/F         MR. MOORE:  Don't answer that question.

25                    BY MR. LUNG:
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 1  879               Q.   Have you read the Statement of

 2        Defence and Counterclaim?

 3                    A.   I have, at some point, not

 4        recently.

 5  880               Q.   There were allegations in the

 6        Statement of Defence and Counterclaim that

 7        Mr. Boyer during his time at Callidus committed

 8        fraud; do you recall that?

 9                    MR. MOORE:  Well, you better bring that

10        up on the screen.

11                    BY MR. LUNG:

12  881               Q.   I'll get the page reference here.

13        Just give me a moment.

14                    Okay, here we go.  This is paragraph 11

15        of Callidus's pleading, if you want to take a

16        moment to read that.

17                    A.   Just are you looking at 11?  Is

18        that what you are looking at, Mr. Lung?

19  882               Q.   Yes, I am, and the subparagraphs,

20        Mr. Riley.

21                    MR. DEARDEN:  Is this the Statement of

22        Defence and Counterclaim, Mr. Lung?

23                    BY MR. LUNG:

24  883               Q.   That's right, this is Callidus's

25        Statement of Defence and Counterclaim.
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 1                    A.   [Witness reviews document.]

 2                    Yes, which I think, if we scroll down,

 3        I think we characterize these as breach of his

 4        fiduciary duty.

 5  884               Q.   Is it fair to say that what the

 6        pleading says is that Mr. Boyer, in his capacity as

 7        an officer of Callidus, was committing the acts

 8        that were described in the pleading?

 9                    A.   That he was in breach of his

10        fiduciary duty, yes.

11  885               Q.   And you can confirm the facts that

12        were set out in that paragraph 11, that those are

13        true?

14                    A.   They are allegations.

15  886               Q.   Callidus wouldn't put false

16        allegations in a pleading, would it?

17                    A.   No, but we made those allegations

18        believing them to be true, but they haven't been

19        proven in a court yet.

20  887               Q.   Okay.  I am just going to scroll

21        down and take us to Mr. Boyer's Reply and Defence

22        to Counterclaim.

23                    A.   What is the date of his reply,

24        please?

25  888               Q.   I'll give that to you.
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 1                    MR. DEARDEN:  March 10, 2017.

 2                    BY MR. LUNG:

 3  889               Q.   March 10, 2017.

 4                    A.   And when did the continuous

 5        disclosure review start, can you recall?

 6  890               Q.   If you could tell me, that would

 7        be good.  When did the continuous disclosure review

 8        start?

 9                    MR. MOORE:  Well, without prejudice to

10        our position on privilege, I think it is probably

11        evident from Schedule B, but in any event --

12                    BY MR. LUNG:

13  891               Q.   Well, it is actually in Mr.

14        Riley's affidavit.

15                    A.   Yes, and I just can't remember the

16        date.  I don't -- I can take time to go to that

17        part of my affidavit, but do you recall what the

18        date was?

19  892               Q.   I am not sure you specified a date

20        when it began.  You just said that the company was

21        subject to that review.

22        U/T         MR. MOORE:  We'll undertake to let you

23        know.

24                    THE DEPONENT:  Yes, again -- yes,

25        anyways, please.
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 1                    BY MR. LUNG:

 2  893               Q.   And in Mr. Boyer's Reply and

 3        Defence to Counterclaim at paragraph 20(c)

 4        Mr. Boyer pleads:

 5                         "The counterclaim is raised for

 6                    ulterior purposes.  Callidus is

 7                    subject to multiple complaints and

 8                    regulatory investigations with

 9                    respect to its material

10                    non-disclosure to fund members and

11                    the public as to the status, and

12                    transfer, of its various

13                    investments."

14                    Do you see that?

15                    A.   I do.

16  894               Q.   Is that correct?  Is it correct

17        that Callidus at the time was subject to multiple

18        complaints and regulatory investigations?

19        R/F         MR. MOORE:  We are not going to comment

20        on his pleading any further.

21                    MR. LUNG:  Is that a refusal?

22                    MR. MOORE:  Yes, it is.

23                    BY MR. LUNG:

24  895               Q.   At the time of this pleading,

25        which was March 10, 2017 -- and just to situate
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 1        this in the chronology, this would have been a

 2        couple of months before Mr. Anderson delivered his

 3        report to the OSC.  At the time of this pleading,

 4        was Callidus the subject of complaints and

 5        regulatory investigations in relation to the

 6        matters that were raised in Mr. Anderson's report?

 7        R/F         MR. DEARDEN:  We are objecting.

 8                    MR. LUNG:  And what is the basis for

 9        the objection?  You just don't want to answer any

10        questions about the OSC?

11                    MR. DEARDEN:  Whatever Mr. Moore put on

12        the record before applies to what you just asked.

13        And the reason I am objecting is because he was

14        talking to Mr. Na out of turn and didn't hear your

15        question.  So we are objecting, Mr. Lung.

16                    MR. LUNG:  Sorry, he didn't hear my

17        question?

18                    MR. DEARDEN:  Mr. Moore didn't hear

19        your question because he was having a side

20        conversation with Mr. Na.  That is why I jumped in.

21                    MR. LUNG:  You are simply saying that

22        Mr. Moore would have objected instead of you?

23                    MR. DEARDEN:  Correct.

24                    MR. LUNG:  I understand.

25                    MR. MOORE:  I'm sorry, there is just
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 1        something about that I find funny.

 2                    BY MR. LUNG:

 3  896               Q.   Is it fair to say that by the time

 4        of the Wall Street Journal article in August 2017,

 5        Callidus's share price had been falling for some

 6        time?

 7                    A.   Yes, it had declined over that

 8        year.

 9  897               Q.   And that decline obviously had

10        nothing to do with Mr. Anderson?

11                    A.   Well, I don't know one way or the

12        other.

13  898               Q.   Well, do you know what the decline

14        was attributable to?

15                    A.   Yeah, when I say I don't know one

16        way or the other, I don't know what activities

17        Mr. Anderson and the other conspirators might have

18        been engaged in at the time that was affecting the

19        stock price.  I don't know.  Certainly our earnings

20        had declined in that period or we had losses in

21        that period.

22  899               Q.   The decline had nothing to do with

23        the Wall Street Journal article obviously because

24        it hadn't been published yet?

25                    A.   I don't know what activities the
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 1        conspirators were undertaking during the relevant

 2        time period.

 3  900               Q.   Well, the decline was attributable

 4        to the company's business performance; is that

 5        fair?

 6                    A.   In part, but I also believe it

 7        might have been affected by activities in the

 8        marketplace.

 9  901               Q.   And what types of activities are

10        those?

11                    A.   Well, the various rumours that

12        were being provided, the Twitter traffic.  I don't

13        know what was being said by various parties to

14        various people.  That is yet to be fully disclosed.

15  902               Q.   So there were rumours, but you

16        have identified some rumours and those rumours were

17        you said by Twitter?

18                    A.   Yes.

19  903               Q.   And those are --

20                    A.   Those are in my affidavit.

21  904               Q.   And those are rumours that

22        occurred prior to the Wall Street Journal article?

23                    A.   Yes.

24  905               Q.   And were those rumours being

25        published in any other format other than Twitter?
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 1                    A.   I don't know.  I don't know how

 2        other -- how else those were being communicated to

 3        the market.

 4  906               Q.   But those rumours were already in

 5        the public; is that fair?

 6                    A.   Well, they were rumours that,

 7        among other things, alleged fraud.

 8  907               Q.   And those allegations were not

 9        allegations that were made by Mr. Anderson?

10                    A.   I don't know.

11  908               Q.   Well, you have identified some

12        Twitter traffic.  None of that Twitter traffic is

13        from Mr. Anderson; is that fair?

14                    MR. MOORE:  Well, part of the problem

15        is that we don't know who all the authors were of

16        the various tweets and Twitter traffic and --

17                    MR. LUNG:  Well, let's put it to --

18                    MR. MOORE:  Just let me finish.

19                    MR. LUNG:  Fair enough.

20                    MR. MOORE:  But again, just to put this

21        in context, what we do know with absolute certainty

22        is that whatever circulation those tweets and

23        Twitters had, they in no way, shape or form came

24        close to matching the circulation and widespread

25        exposure that occurred when the article was

193

216



Catalyst v West Face et al.  
James Riley on 10/27/2020 298

neesonsreporting.com
416.413.7755

 1        published by Dow Jones on August 9th, 2017.

 2                    BY MR. LUNG:

 3  909               Q.   Well, thank you for that.  But

 4        there was -- those types of allegations were

 5        already in the market; is that fair, Mr. Riley?

 6                    A.   Yes.

 7  910               Q.   And they had been in the public

 8        for some time?

 9                    A.   The actual time frame, I would

10        have to go back to the tweets and identify what

11        time period.

12  911               Q.   There was also a decline in

13        revenues; is that fair?

14                    A.   There were losses in that period,

15        I believe.

16  912               Q.   And I understand that in 2016

17        Callidus signed no new loans; does that sound

18        right?

19                    A.   Yes, 2016, because we were -- and

20        this was announced, that we were slowing down the

21        loan book because we wanted to go back through and

22        make sure that there were no further issues

23        relating to Boyer's conduct.

24  913               Q.   Because Boyer's conduct had an

25        impact on the business?
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 1                    A.   He -- yes, yes, it did.  It had an

 2        adverse impact.

 3  914               Q.   Did it have an impact beyond XTG

 4        and Horizontal Well Drillers?

 5                    A.   It also had an impact on Gray

 6        Aqua, which was an aqua-culture operation on the

 7        East Coast.

 8  915               Q.   Was it only those three

 9        portfolios, XTG, Horizontal Well Drillers and Gray

10        Aqua?

11                    A.   He was the Chief Credit Officer at

12        the time.  I would have to go back and see if there

13        was any others, but those are the ones that we

14        think were the most important.

15  916               Q.   So Callidus essentially wound down

16        its business for a year while they investigated

17        Mr. --

18                    A.   Well, we didn't wind down the

19        business.  We didn't advance new loans --

20  917               Q.   Fair enough.  So Callidus slowed

21        down new business generation --

22                    A.   Correct.

23  918               Q.   -- during 2016 while it was

24        investigating Boyer's conduct while he was an

25        employee of the company?
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 1                    A.   Yes.

 2  919               Q.   And that continued into 2017?

 3                    A.   Well, by 2017 I think we had

 4        re-started lending.

 5  920               Q.   But there was only one loan I

 6        think that was signed for the first half of 2017?

 7                    A.   Is that -- have I put that in my

 8        affidavit?  Where does that appear?  It sounds

 9        correct, but I don't remember.

10  921               Q.   It is in your affidavit.  I won't

11        take you there because it is already in there,

12        but --

13                    A.   Okay, that is fine.  Then could I

14        ask you, if it is already in my affidavit, it would

15        be best if you could point me to it if you want me

16        to agree to it again.

17  922               Q.   I'll do that.

18                    A.   Thanks.

19  923               Q.   The Wall Street Journal article

20        was published on August 9th, 2017 online?

21                    A.   Yes.

22  924               Q.   And there was a movement of the

23        share price that afternoon?

24                    A.   Yes.

25  925               Q.   And then on the following day
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 1        there was a press release from Callidus on its

 2        second quarter results?

 3                    A.   After the close of markets.

 4  926               Q.   But there was a press release?

 5                    A.   Yes, after the close of markets.

 6        That is important, because there was no new

 7        corporate information in the marketplace other than

 8        the Wall Street Journal article and our press

 9        release that Callidus issued in a statement that we

10        issued on Catalyst.

11  927               Q.   That statement was in the press

12        release, isn't that right?

13                    A.   Which statement?

14  928               Q.   You said that Callidus issued a

15        statement?

16                    A.   Let me clarify.

17  929               Q.   Sure.

18                    A.   Because I perhaps haven't said it

19        clearly.  Callidus issued a press release in

20        response to the Wall Street Journal article, and I

21        think that is in my affidavit.

22                    Catalyst also issued a statement to its

23        limited partners.  That is also in my affidavit,

24        and I think it is in the libel affidavit.

25                    Then on the 10th, after the close of
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 1        markets, we issued the financial results for

 2        whatever quarter that was, the June -- yeah,

 3        Callidus.

 4  930               Q.   I am going just going to bring

 5        up --

 6                    A.   Pardon me?

 7  931               Q.   Sorry, you were saying?

 8                    A.   Callidus's financial results.

 9  932               Q.   Okay, I am just going to bring up

10        your libel affidavit.

11                    MR. DEARDEN:  Sorry, Mr. Lung, I am

12        just looking at the realtime transcript, and Mr.

13        Riley, were you saying the Catalyst Funds'

14        financial results or Callidus?

15                    THE DEPONENT:  Callidus.

16                    MR. DEARDEN:  So if we could make a

17        correction there, Deana.

18                    BY MR. LUNG:

19  933               Q.   I'm sorry, I apologize, I thought

20        I said Callidus.

21                    A.   I think you did, but I try to use

22        the words "funds" when I am talking about the

23        Catalyst family, and Callidus when I am talking

24        about Callidus.

25  934               Q.   Okay.
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 1                    A.   Only because over time, when you

 2        say the names, you'll start to confuse them.  It

 3        just happens to everybody.

 4                    [Court Reporter clarifies off the

 5                    record.]

 6                    BY MR. LUNG:

 7  935               Q.   So I am going to bring up Exhibit

 8        236 from your conspiracy affidavit, and this is the

 9        press release that was released on August 10, 2017,

10        and I have got the first page there.  Do you

11        recognize that?

12                    A.   Yes, it appears to be.  If it is

13        from my affidavit, I recognize it.

14  936               Q.   And the report was not a

15        favourable one; is that fair to say?

16                    A.   Yes, these were not good results.

17  937               Q.   There was a report of a loss, and

18        in particular a loss of 51 cents a share; do you

19        recall that?

20                    A.   Yes.

21  938               Q.   And there was an expectation that

22        that type of news would have an impact on

23        Callidus's share price; is that fair?

24                    A.   It would have some impact, but

25        this is information that is in part of the mix that
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 1        is informed by the Wall Street Journal article at

 2        this time.

 3  939               Q.   This press release also included a

 4        refutation of the allegations in the Wall Street

 5        Journal article; do you recall that?

 6                    A.   Well, could you take it to me,

 7        please -- take me to it, please.

 8  940               Q.   I am trying to find it.  Here we

 9        go.  It is on page 4 of the Exhibit.

10                    A.   May I read it?

11  941               Q.   Yes.

12                    A.   [Witness reviews document.]

13                    Okay, I have read it.

14  942               Q.   And in the statement Callidus

15        says, and this is a quote:

16                         "The Company knows of no

17                    legitimate basis for any

18                    whistleblower complaint."

19                    A.   Yes.

20  943               Q.   Had Callidus been the subject of a

21        whistleblower complaint before?

22                    A.   No -- well, not that we know of.

23  944               Q.   Okay.  So I am going to bring up

24        your libel affidavit, and I am going to take you to

25        paragraph 86.  And you mentioned a few minutes ago
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 1        that a communication was sent out to Catalyst's

 2        limited partners?

 3                    A.   Yes.

 4  945               Q.   And at paragraph 86 you have

 5        reproduced it.  You have reproduced the text, and

 6        it appears that it was sent out an August 9, 2017,

 7        in the evening; does that sound right?

 8                    A.   Yes.

 9  946               Q.   And you have reproduced the whole

10        text in your affidavit, and in the second-last

11        paragraph you state, and this is the second

12        sentence of the second-last paragraph:

13                         "We have already met with

14                    government authorities in light of

15                    what is clearly a misuse and abuse

16                    of their whistleblower program and

17                    are currently reviewing the legal

18                    remedies available to us."

19                    So this was sent on the evening of

20        August 9th, a few hours after the Wall Street

21        Journal article went online.  Had you already met

22        with government authorities to discuss misuse of

23        and abuse of their whistleblower programs at that

24        point?

25                    A.   We had met with the Integrated
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 1        Market Enforcement Team of the RCMP because it had

 2        been alleged by Reuters in an earlier iteration of

 3        what eventually ran in the Wall Street Journal that

 4        we were under investigation.  We met with IMET.

 5        Without wanting to complicate things, the people we

 6        met with are IMETs but they are also part of the

 7        Joint Serious Offences Task Force, JSOT, and we

 8        asked them whether we were under investigation and

 9        they said no, you are not.  And that was in

10        response to the allegation that had been made by

11        Reuters.

12  947               Q.   But you had a conversation with

13        them about their whistleblower program?

14                    A.   It was in the context of the

15        potential that the whistleblower program was being

16        used to affect -- because we had been informed by

17        Reuters that there were at least two

18        whistleblowers, which I think they identified as

19        Mr. Baumann and Mr. McFarlane.

20  948               Q.   And that was a report that was

21        sent out prior to the Wall Street Journal report?

22                    A.   No, those were questions raised by

23        Reuters in the course of preparing an article that

24        was essentially the same article but was run by the

25        Wall Street Journal.  Reuters was attempting to
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 1        write the same -- a similar article and apparently

 2        informed by the same people.

 3  949               Q.   So after August 10th, the share

 4        price continued to fall; is that fair to say?

 5                    A.   Without reviewing -- did I state

 6        in my affidavit somewhere that it continued to

 7        fall?

 8  950               Q.   Well, you have put in some TSX

 9        data that shows that it keeps going down.

10        Eventually, by the time that you get to the

11        privatization, the share price is under a dollar;

12        is that fair to say?

13                    A.   That is correct.  That is correct,

14        75 cents, I think so.

15  951               Q.   75 cents, that's right.

16                    A.   I think that is correct.

17  952               Q.   And at that point the company goes

18        private?

19                    A.   Yes.

20  953               Q.   And were you involved in the

21        privatization process?

22                    A.   In the early stages, yes, but for

23        a variety of family reasons I was not participating

24        in the latter part of it.  The other is -- the

25        privatization was primarily run by the Independent
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 1        Committee.

 2  954               Q.   And the Chair of the Independent

 3        Committee was David Sutin?

 4                    A.   Sutin.

 5  955               Q.   David Sutin, sorry.  It is

 6        S-u-t-i-n, right?

 7                    A.   Yes.

 8  956               Q.   Now, the fall in share price

 9        between August 2017 and the fall of 2019, is it

10        fair to say that that was attributable to problems

11        in Callidus's business?

12                    A.   I think the biggest effect at that

13        time was the allegation that we were -- that we

14        acted fraudulently or were fraudsters, whatever you

15        want to say.  It made it very difficult to get

16        people to borrow from us.

17  957               Q.   I am just going to bring up

18        another document here.  So I am going to bring up

19        Exhibit M to Mr. Anderson's supplementary

20        affidavit, and this is an affidavit sworn by David

21        Sutin on September 12th, 2019, in support of an

22        application for a Plan of Arrangement and this is

23        part of the privatization process.  Do you remember

24        this affidavit and this proceeding?

25                    A.   As I mentioned to you, I was not
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 1        involved at this stage.  I was in Australia because

 2        of family reasons.

 3  958               Q.   So Mr. Sutin was an independent

 4        director and he was a Chair of the Special

 5        Committee of Independent Directors; is that right?

 6                    A.   Yes, yes, that is correct.

 7  959               Q.   And I am just going to take us to

 8        paragraph 15, and I am going to read this, what Mr.

 9        Sutin deposes:

10                         "The Arrangement has resulted

11                    from negotiation of a transaction by

12                    the Special Committee, CCGI", which

13                    is Catalyst Capital, "and Braslyn

14                    following a lengthy process to

15                    solicit privatization proposals for

16                    Callidus commenced in September

17                    2016."

18                    And he goes on to say:

19                         "The length of time over which

20                    the Privatization Process and

21                    negotiation of the Arrangement were

22                    conducted, and the inability to

23                    develop interest of third parties in

24                    addition to Braslyn in a

25                    privatization or other transaction,
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 1                    were the result of a number of

 2                    factors, including the following:"

 3                    And he lists off a number of factors.

 4                    So the first factor that he raises in

 5        subparagraph (a)(i) he says --

 6                    A.   Sorry, could you please make it

 7        larger?

 8  960               Q.   Sure, I can do that.  I'm sorry.

 9                    A.   Thank you.

10  961               Q.   Mr. Sutin says:

11                         "On a quarter-by-quarter basis

12                    beginning with the quarter ended

13                    September 30, 2016, ongoing

14                    operating losses and negative cash

15                    flows from operations resulting from

16                    non-performing loans made by

17                    Callidus and quarterly increases in

18                    its loan loss provisions."

19                    And he says that that impacted the

20        operating and financial performance of Catalyst.

21        Is that correct, that statement?

22                    A.   Yeah, as I recall -- that is

23        correct in the sense that Mr. Sutin said it.

24        However, as I recall, there is a subsequent

25        affidavit when the going-private was approved, and
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 1        this affidavit was prepared by counsel that were

 2        not involved in the litigation surrounding the Wolf

 3        Pack conspiracy action.

 4                    So that is not something they were

 5        involved in, and I think that this affidavit is

 6        then -- there are additional factors that are

 7        addressed relating to the adverse effect of the

 8        fraud allegation.

 9                    So this relates to, as I call it, the

10        historical book of Callidus.  The issue is the

11        inability to grow further loans because nobody

12        wanted to borrow from a fraudster, an alleged

13        fraudster.

14  962               Q.   Sorry, that is what it says here?

15                    A.   No, no, I am giving you the

16        context of Sutin is talking about the historical

17        book.  We need to look at his other affidavit

18        for -- which was reviewed by lawyers familiar with

19        the Wolf Pack litigation.

20  963               Q.   Okay, I don't see any other

21        affidavit.  This affidavit that is before us

22        identifies this as a problem that is having an

23        impact on the operating financial performance of

24        Catalyst --

25                    A.   There is no -- sorry, okay, I
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 1        apologize, I have just been corrected.  It was in

 2        the circular that those statements were made, and

 3        that circular, this was in back -- this was part

 4        of -- there was a -- sorry, I am getting confused

 5        between the draft circular and the final circular,

 6        not just the affidavit.

 7  964               Q.   Okay, Mr. Riley, this was -- this

 8        affidavit was filed in support of an application to

 9        complete the privatization, right?

10                    A.   An application to hold a meeting.

11  965               Q.   An application to hold a meeting,

12        fair enough.  And Mr. Sutin, who is an independent

13        director and the Chair of the Committee of

14        Independent Directors on the Board of Callidus, he

15        is identifying a number of factors that had an

16        impact on the operating financial performance of

17        Callidus.

18                    And so the first question I have is,

19        the first factor that he has identified, which is

20        on a quarter-by-quarter basis, from September 30,

21        2016 onwards, there were operating losses and

22        negative cash flows resulting from non-performing

23        loans?

24                    A.   Yes.

25  966               Q.   So that was a factor, and that is
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 1        correct; isn't that right?

 2                    A.   Yes, sorry, and I am not trying to

 3        be argumentative.  I am just saying that you have

 4        to look -- that is the affidavit that he filed with

 5        the court.  The more meaningful document is the

 6        final circular that was -- on the basis on which

 7        the proxies were solicited for the going private.

 8        That is the relevant document.  I think what he

 9        chose to say there wasn't necessarily reviewed by

10        people familiar with the Wolf Pack litigation and

11        the effect of that on the ongoing business.

12  967               Q.   But as a member of the Board of

13        Directors of Callidus, he would be aware of the

14        reasons for the decline in performance; is that

15        fair?

16                    A.   Yes.

17  968               Q.   And all of the reasons for that

18        decline of performance would have been provided to

19        him; is that fair?

20                    A.   Sorry?  I didn't hear --

21  969               Q.   He would have been fully briefed

22        on all of the reasons for the decline in

23        performance; isn't that fair?

24                    A.   Not necessarily.

25  970               Q.   So there is a possibility that a

209

232



Catalyst v West Face et al.  
James Riley on 10/27/2020 314

neesonsreporting.com
416.413.7755

 1        director of the Board would not have been briefed

 2        on what you say is the most important factor

 3        relating to the declining performance of this

 4        company?

 5                    A.   The directors were aware of the

 6        Wolf Pack litigation, but --

 7  971               Q.   They may have been aware of the --

 8        sorry, go ahead.

 9                    A.   Sorry, they were aware of the Wolf

10        Pack litigation.

11  972               Q.   So Mr. Sutin was aware and he

12        prepared this affidavit setting out what he and

13        presumably other members of the committee believed

14        were the factors that impacted the financial

15        performance, and one of those factors was operating

16        losses and negative cash flows from September 30th,

17        2016 onwards; and I think you would agree that that

18        was one of the factors that impacted the

19        performance of --

20                    A.   Yeah, it is a factor, yes.

21  973               Q.   And another factor he identifies

22        is it says "negative operating performance of, and

23        the extent of the capital required by, a number of

24        the non-core subsidiaries", so it is fair that that

25        was a factor as well?
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 1                    A.   Yes, I just don't know what the

 2        non-core subsidiaries are.

 3  974               Q.   I was going to ask you that, so --

 4                    A.   I don't know.  I don't know what

 5        Mr. Sutin meant by that.

 6  975               Q.   Is it possible that by "non-core

 7        subsidiaries" he meant companies that had been

 8        acquired by Callidus, perhaps companies that were

 9        in default that had been acquired by Callidus; is

10        that possibly what he meant?

11                    A.   I don't know what he -- I'll say

12        it again, I don't know what he meant by "non-core

13        subsidiaries" because I don't know what "core

14        subsidiaries" meant in those terms.

15  976               Q.   He identifies a number of other

16        factors, two other factors, or three, I guess:

17                         "Deterioration in the financial

18                    condition of Callidus, leading to an

19                    inability to obtain additional

20                    financing to invest in Callidus'

21                    existing business and to pursue new

22                    loan origination."

23                    A.   I believe that Callidus was still

24        financeable if it had new loans.

25  977               Q.   So you would disagree with
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 1        Mr. Sutin's observation here?

 2                    A.   Yes, I would.

 3  978               Q.   Well, the company obviously

 4        endorsed this affidavit when it was filed; is that

 5        fair to say?

 6                    A.   Well, the Independent Committee

 7        did.

 8  979               Q.   Item number (iv):

 9                         "A number of senior personnel

10                    issues [...]"

11                    And it talks about a number of people

12        who left, including it looks like Mr. Glassman had

13        a medical leave.

14                    A.   Yes.

15  980               Q.   And the resignation of Callidus's

16        Interim Chief Executive Officer, Patrick Dalton?

17                    A.   Patrick has returned and is the

18        Chief Executive Officer of Callidus and of

19        FrontWell Partners, FrontWell Capital Partners.

20  981               Q.   Mr. Dalton was only with the

21        company for a short time during that period; is

22        that fair?

23                    A.   Yes, yes.

24  982               Q.   I think it was just a few months?

25                    A.   I would have to go back and look
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 1        at the sequence of events.

 2  983               Q.   Mr. Sutin goes on to say another

 3        factor that he identifies is:

 4                         "Increasing inability to retain

 5                    personnel despite retention

 6                    programs."

 7                    A.   Yes.

 8  984               Q.   Is it fair to say that he doesn't

 9        identify any sort of short attack as a factor?

10                    A.   Well, it looks to me like there is

11        a careful balance between what he wanted to say and

12        what was later reflected in the final circular.

13  985               Q.   Well, I am saying in this

14        affidavit that he doesn't seem to mention anything

15        about a short attack; is that fair?

16                    A.   In the affidavit, but as I say, in

17        the materials that went out, which is the relevant

18        materials, in my view, because those are the ones

19        that informed the securities markets.

20  986               Q.   Well, I am just looking at -- you

21        know, Mr. Riley, I am just looking at an affidavit

22        that was sworn, and Mr. Sutin is explaining to the

23        court the reasons for the decline of Callidus and I

24        am sure he is not trying to be misleading by

25        leaving out significant factors; is that fair to
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 1        say?

 2                    A.   I think that this -- could you go

 3        back up to the top?

 4  987               Q.   Are you saying that this was --

 5                    A.   This is not exhaustive.  This is

 6        not an exhaustive list of what the effects were

 7        including.

 8  988               Q.   Well, but you would expect that

 9        the most important factor, the most important

10        factors would be included on this list, wouldn't

11        you?

12                    A.   But whoever prepared this

13        affidavit, I can tell you it was not someone

14        involved with the Wolf Pack litigation.  So whoever

15        prepared the affidavit, and it was not Mr. Sutin,

16        it would have been counsel.

17  989               Q.   Why did Mr. Dalton resign?

18                    A.   I actually can't recall.

19  990               Q.   So I am going to bring up on the

20        screen Callidus's MD&A of December 31st, 2018.

21                    A.   Sorry, what date again?

22  991               Q.   December 31st, 2018, and this is

23        Exhibit 4.

24                    A.   Exhibit 4 in your document brief?

25  992               Q.   No, I am just finding that.  Give
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 1        me a moment, please.  It is Exhibit 4 to

 2        Mr. McFarlane's second affidavit.  I am just going

 3        to take us to page 8, and there is a highlighted

 4        bullet point and it says:

 5                         "In November 2018, Patrick

 6                    Dalton joined as a consultant and as

 7                    Interim Chief Executive Officer.

 8                    Subsequent to the year-end, in March

 9                    2019, after completing his initial

10                    assessment, Mr. Dalton resigned from

11                    the Company as a consultant and as

12                    Interim Chief Executive Officer.

13                    Patrick greatly assisted the Company

14                    by completing and delivering to the

15                    Board a Strategic Review &

16                    Remediation Plan.  That Plan will

17                    help the Company in setting its

18                    future direction and the Board

19                    wishes to thank Patrick for his

20                    contribution."

21                    Are you familiar with the Strategic

22        Review and Remediation Plan that is referred to in

23        this paragraph?

24                    MR. MOORE:  Well, that is one of the

25        documents over which privilege is claimed.  So
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 1        answer that question, and we'll see how far you can

 2        go with it.

 3                    THE DEPONENT:  I am familiar with the

 4        plan.

 5                    BY MR. LUNG:

 6  993               Q.   And what was the plan about?  What

 7        was the subject matter of the plan?

 8                    A.   It was a review and remediation

 9        plan as to how to proceed forward with Callidus

10        post-privatization, as I recall.

11  994               Q.   Was Mr. Dalton asked to review the

12        current status of the company, identify weaknesses

13        and issues within the company and recommend a

14        strategy going forward?

15                    MR. MOORE:  Don't answer that question.

16                    MR. LUNG:  Well, why not?

17                    MR. MOORE:  Well, you are indirectly

18        trying to get into the contents of that document.

19        This doesn't --

20                    MR. LUNG:  Well, I --

21                    MR. MOORE:  -- the question to be

22        targeted.

23                    MR. LUNG:  Well, what part of that

24        question touches on privilege, anything that might

25        be privileged?
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 1                    MR. MOORE:  Well, are you not asking

 2        indirectly for the content of that remediation

 3        plan?

 4                    MR. LUNG:  I am asking for Mr. Dalton's

 5        mandate.

 6                    MR. MOORE:  If you know what the

 7        mandate was, if you know.  Don't guess, but if you

 8        know.

 9                    THE DEPONENT:  I would have to go back

10        and look at his consulting agreement.

11        U/A         MR. MOORE:  We'll take that question

12        under advisement.

13                    THE DEPONENT:  But as I mentioned

14        earlier, Patrick is now the CEO of both Callidus

15        and the new FrontWell Partners or -- yeah,

16        FrontWell Capital Partners.

17                    MR. LUNG:  Mr. Moore, I didn't know

18        that any privilege was being asserted over this

19        document which appears to be some report to the

20        Board.  Can you explain what privilege is being

21        asserted?

22                    MR. MOORE:  It is in Schedule B.  I am

23        not going to engage in a debate about that, as I

24        said earlier, and that is not the issue for the

25        purpose of these cross-examinations on a SLAPP
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 1        motion.  It is identified in Schedule B, and if

 2        this is going to be the subject of a motion, it can

 3        be dealt with by Justice McEwen in December.

 4                    MR. LUNG:  I'm really sorry, Mr. Riley,

 5        but it looks like you are probably going to have to

 6        be re-examined sometime around Christmas time.

 7                    MR. MOORE:  Well, we'll see if anyone

 8        brings a motion, and if anyone does, we'll see what

 9        the outcome is.

10                    MR. LUNG:  Well, we are certainly going

11        to move on these refusals.

12                    MR. MOORE:  Sorry?

13                    MR. LUNG:  We are certainly going to

14        move on these refusals.

15                    MR. MOORE:  Well, that is fine.  What I

16        am saying to you is, and I confirmed this with Mr.

17        Milne-Smith, is my understanding is that the

18        privilege issues, to the extent they arise and to

19        the extent people want to pursue them, are now

20        intended to be dealt with, other than the PSY and

21        Black Cube, during the December 15th and 16th dates

22        that have been set aside by Justice McEwen.

23                    MR. LUNG:  Well, that was not my

24        understanding.  I mean, my understanding was that

25        that was being held for a variety of matters,
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 1        including refusals, and you know, we should have

 2        set those motion dates before the examinations.

 3        This is a big waste of time.

 4                    MR. MOORE:  Well, I don't think it is a

 5        surprise or should be a surprise to anybody that

 6        those dates in December were set a number of weeks,

 7        if not months ago, with the focus being anticipated

 8        privilege issues.  I don't recall that those dates

 9        were set for refusals.  We can look at the record

10        and see.

11                    But in any event, I recall distinctly

12        that those dates were originally set aside with the

13        focus being for privilege issues which were then

14        anticipated all to be dealt with by Justice McEwen.

15        Two have now been hived off and are to be dealt

16        with by Justice Boswell.

17                    MR. LUNG:  Well, we can poll the room,

18        but I am pretty sure that -- well, certainly my

19        understanding was that those dates were being held,

20        as far as privilege issues were concerned, that

21        those issues were the PSY Group issues.  You know,

22        they didn't relate to general privilege issues that

23        might arise in the course of the motions in the

24        action.

25                    MR. DEARDEN:  Well, the timetable, Mr.
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 1        Lung, that was set for the anti-SLAPP motions

 2        referred to the December 15th and 16th dates as

 3        privilege motions and confidential source

 4        redactions motions, and then - and I am doing this

 5        from memory - other privilege issues is the way I

 6        thought that timetable read.  I don't recall ever

 7        putting in there refusals.  But anyway, that

 8        timetable will speak for itself.

 9                    BY MR. LUNG:

10  995               Q.   So, Mr. Riley --

11                    A.   Just before you ask me that

12        question, could we take a brief break, the morning

13        break?

14                    MR. LUNG:  Yes, no, sorry, my

15        apologies, Mr. Riley, it is time for a break.

16                    (DISCUSSION OFF THE RECORD.)

17                    -- RECESSED AT 11:34 A.M.

18                    -- RESUMED AT 11:55 A.M.

19                    MR. DEARDEN:  So, Mr. Lung, just before

20        we took the break, I told you that I didn't recall

21        that the word "refusals" was in the timetable, and

22        I am absolutely wrong.  The timetable does refer to

23        a "confidential source privilege motion, followed

24        by motions regarding other privilege issues;

25        refusals".  That is for December 15 and 16, so your

220

243



Catalyst v West Face et al.  
James Riley on 10/27/2020 325

neesonsreporting.com
416.413.7755

 1        recollection was right.

 2                    BY MR. LUNG:

 3  996               Q.   Thank you, Mr. Dearden.

 4                    Mr. Riley, are you ready to go?

 5                    A.   Yes, I am.

 6  997               Q.   When did you first learn of

 7        Anderson and ClaritySpring?

 8                    A.   Around the time of the

 9        publication, whether it was after -- ClaritySpring

10        was I think around that time.

11  998               Q.   Were you familiar with

12        ClaritySpring prior to the Wall Street Journal

13        publication?

14                    A.   Not to my knowledge.

15  999               Q.   You were involved in an interview

16        of Mr. Levy on August 30th, 2017?

17                    A.   Yes.

18 1000               Q.   Mr. Levy identified Mr. Anderson

19        and his company -- identified Mr. Anderson as one

20        of the people he spoke to?

21                    A.   If that is what it says in the

22        transcript, I agree with it.

23 1001               Q.   Well, the question I was going to

24        have for you is, is that the first time you heard

25        of Mr. Anderson?
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 1                    A.   That I do not know.  Certainly it

 2        was at that time that we -- that for sure that name

 3        came up, but I don't recall prior to that.

 4                    MR. MOORE:  Mr. Lung, my recollection,

 5        and I could be mistaken here, but my recollection

 6        is that Mr. Anderson's name may well have come up

 7        in some of the correspondence from Reuters in June

 8        or early July, but I am going from memory when I

 9        say that.

10                    THE DEPONENT:  But my memory, and I

11        would have to go back and look at it for sure, is

12        that they mentioned McFarlane and Baumann.  I don't

13        believe that they mentioned ClaritySpring or

14        Anderson, but if you want, we can go back and check

15        that, the Reuters information.

16        U/T         MR. DEARDEN:  We'll check.

17                    BY MR. LUNG:

18 1002               Q.   So in this case, Mr. Anderson

19        prepared -- he conducted research on Catalyst and

20        Callidus and he prepared a whistleblower report

21        that he delivered to the OSC; is that right?

22                    A.   Yes.

23 1003               Q.   And would you agree with me that

24        there is nothing wrong with a member of the public

25        like Mr. Anderson researching the conduct of a
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 1        public company like Callidus?

 2                    A.   I question how that research is

 3        used and whether it is accurate, and I think that

 4        the exhibit --

 5 1004               Q.   Well, the question is --

 6                    A.   -- to which the Wall Street

 7        Journal article is not correct.

 8 1005               Q.   Okay, but the question is whether

 9        you would agree that there is nothing wrong with a

10        member of the public researching the conduct of a

11        public company?

12                    A.   Like Callidus, yes.

13 1006               Q.   And that person would have no

14        obligation to tell the public company that it is

15        doing that research; is that fair?

16                    A.   I -- my concern is that I believe

17        that that kind of information, if it is being put

18        into the marketplace, should be accurate.

19 1007               Q.   Mr. Riley, Catalyst as part of its

20        normal business regularly conducts research on

21        public companies and --

22                    A.   Sorry, did you say Catalyst?

23 1008               Q.   Yes, so as part of its business,

24        isn't it fair to say that it regularly conducts

25        research on public companies to determine whether
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 1        they are potential acquisition targets or, you

 2        know, potential investments; isn't that fair?

 3                    A.   Well, we do that research for the

 4        purpose of determining whether we want to acquire a

 5        security in that company and use that security as a

 6        way of restructuring.  So we use it for the

 7        purpose -- we do our own assessment as to what the

 8        value of that security is and what its utility

 9        would be in a restructuring.  That is what you --

10 1009               Q.   And do you feel that you have an

11        obligation to tell the public company that you are

12        researching that you are doing the research?

13                    A.   Those companies are usually in

14        insolvency proceedings or in the vicinity of

15        insolvency proceedings, but we might --

16 1010               Q.   But does Catalyst --

17                    A.   We might interact with them.

18 1011               Q.   You might or --

19                    A.   In order to make sure that we have

20        got the right information.

21 1012               Q.   But are you saying that Catalyst

22        has an obligation to tell public companies that

23        they were doing research on their business --

24                    A.   No, no legal obligation.

25                    [Court Reporter intervenes for
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 1                    clarification.]

 2 1013               Q.   Okay, let's reset this one.

 3                    The question for you is will you agree

 4        with me that Mr. Anderson did not have an

 5        obligation to tell Callidus that he was doing

 6        research on their business, on its business?

 7                    A.   No.

 8 1014               Q.   You wouldn't agree with me?

 9                    A.   No.  He has no obligation.

10 1015               Q.   So you would agree with me?

11                    A.   Yes.

12 1016               Q.   And you would expect a person who

13        is doing that type of research would take certain

14        steps to verify the accuracy of information that he

15        is receiving; is that fair?

16                    A.   He should absolutely take those

17        steps.

18 1017               Q.   And those steps might include or

19        probably include reading available documents?

20                    A.   Yes.

21 1018               Q.   Obtaining and reviewing available

22        documents?  It is pretty easy stuff.

23                    A.   Yes.

24 1019               Q.   But those steps would include

25        that?  Those steps would include that; is that

225

248



Catalyst v West Face et al.  
James Riley on 10/27/2020 330

neesonsreporting.com
416.413.7755

 1        right?

 2                    A.   Yes.

 3 1020               Q.   And they would include speaking to

 4        people who have information and knowledge about the

 5        business?

 6                    A.   Yes.

 7 1021               Q.   And in the case of Callidus, you

 8        would expect that person to speak to borrowers of

 9        Callidus; isn't that fair?

10                    A.   Well, actually, it is interesting.

11        I think our loan agreements have confidentiality

12        provisions so that discussing the lending

13        arrangements is actually probably a breach of the

14        loan agreement.  The other is in that assessment, I

15        think if he was dealing with people who were

16        disgruntled, I think he has to have a higher level

17        of caution.

18 1022               Q.   But you would expect a person like

19        Mr. Anderson to speak to people like borrowers to

20        learn more about Callidus, wouldn't you, as part of

21        his process of verifying the information that he is

22        receiving?

23                    A.   I think I have answered that,

24        haven't I?  I think I have answered that.  I think

25        it is the same question that you asked a few
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 1        minutes ago.

 2 1023               Q.   Is the answer yes?

 3                    MR. DEARDEN:  No, he answered that

 4        there were confidentiality provisions in the loan

 5        agreements.

 6                    BY MR. LUNG:

 7 1024               Q.   But are there confidentiality

 8        agreements with Mr. Anderson?  I think the answer

 9        to that is no; would you agree?

10                    A.   Well, of course we didn't have a

11        confidentiality agreement with him --

12 1025               Q.   So --

13                    A.   -- but he is going to people who

14        are willing to breach their confidentiality.

15 1026               Q.   So focussing on the steps that

16        Mr. Anderson would take --

17                    MR. MOORE:  Well, hold on.  Hold on.

18        If you want to ask questions in the abstract about

19        what a potential person looking into this might do

20        and you ask it, that is one thing.  But you

21        shouldn't kind of morph back and forth between that

22        kind of general question and what did Mr. Anderson

23        do or not do.  We don't know everything that

24        Mr. Anderson did or did not do.  That will be the

25        subject of cross-examinations later on.
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 1                    MR. LUNG:  I am just asking questions

 2        of what would be expected, and that is it.  I am

 3        just -- these are just questions that I am posing

 4        for Mr. Riley.  It is not controversial here.  Can

 5        I continue?

 6                    MR. MOORE:  Well, I thought your

 7        question was more along the lines of what did

 8        Mr. Anderson actually do, but if not, if it is kind

 9        of an abstract question, that is fine, go ahead.

10                    BY MR. LUNG:

11 1027               Q.   Well, he doesn't know -- look, I

12        mean, Mr. Riley obviously doesn't know and doesn't

13        have firsthand knowledge of what Mr. Anderson did,

14        but my question is not that.

15                    My question is that it would be

16        reasonable to expect a person who was doing

17        research and trying to verify facts to speak to

18        people who have knowledge, like borrowers in this

19        case; is that fair to say?

20                    MR. DEARDEN:  Isn't that the same

21        question that he answered?

22                    THE DEPONENT:  Yeah, I think I have

23        answered it.

24                    MR. DEARDEN:  There is confidentiality

25        provisions in loan agreements.
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 1                    BY MR. LUNG:

 2 1028               Q.   Okay.  By early 2017, there were

 3        actions against individuals like Mr. Levitt,

 4        Mr. Baumann and Mr. McFarlane; isn't that right?

 5                    A.   I'll take -- there would have been

 6        actions involving Fortress and a commencement of

 7        action on the guarantee of Levitt.  There would

 8        be -- there would have been even earlier than 2017

 9        the -- and Fortress went through I believe a

10        Chapter 11 process in the U.S. that was initiated

11        by Fortress, not by us.

12                    Baumann is Altair.  There was an

13        action in the Alberta Court to, through a

14        court-supervised -- a court-appointed receiver

15        process, and then there is a subsequent action on

16        his guarantee which is still ongoing.

17                    And McFarlane there was, again, I think

18        that was a -- yes, that was a court-supervised

19        receivership.

20 1029               Q.   So all of Mr. Levitt, Mr. Baumann

21        and Mr. McFarlane by early '17 had been sued by

22        Callidus in connection with the loan agreements and

23        the guarantees; is that fair to say?

24                    A.   On the loan agreement, we would

25        have sued the company.  On the guarantee, we would
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 1        have sued the guarantor.

 2 1030               Q.   That is fine.  So there was

 3        already ongoing actions relating to those

 4        particular loan agreements and guarantees?

 5                    A.   Yes.

 6 1031               Q.   And those documents obviously

 7        would have been filed in court at that point?

 8                    A.   Yes, they would have been.

 9 1032               Q.   And so to the extent that there

10        were any confidentiality agreements, clauses within

11        those agreements --

12                    A.   I think that is correct.

13 1033               Q.   -- they would have been waived as

14        a result of the lawsuits; is that fair?

15                    A.   I think that is a fair comment.

16 1034               Q.   At least to the extent of the

17        controversy in the lawsuit; is that fair?

18                    A.   Yes, because the controversy is on

19        the public record, but as I say, they went through

20        court-supervised processes where decisions were

21        made by judges.

22 1035               Q.   So I would like to go back and ask

23        my question again.  Is it fair that in a situation

24        like -- is it fair to say that in a situation like

25        this, a person like Mr. Anderson, you know, would
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 1        speak to individuals who have knowledge of the

 2        business, including, in the case of Callidus,

 3        borrowers of Callidus and guarantors?

 4                    A.   Keep in mind that these people are

 5        no longer connected with those companies.  They

 6        wouldn't have current information.

 7 1036               Q.   Okay, but I am just putting to you

 8        that it would be reasonable for him to speak to

 9        individuals like the borrowers and guarantors, and

10        you can agree with me or disagree with me.  That is

11        up to you.

12                    A.   I will agree with you.

13 1037               Q.   And also it would be reasonable

14        for a person like Mr. Anderson to speak to former

15        employees of Callidus and Catalyst?

16                    A.   That is a little more problematic

17        from my point of view because there are, in our

18        employment arrangements, there are various

19        provisions, not the least of which is a

20        non-disclosure.

21 1038               Q.   Well, I don't doubt that.  Why

22        don't I put it this way, and I'll rephrase the

23        question.  Is it fair to say that you would expect

24        Mr. Anderson to seek out information from people

25        like former employees of Callidus and Catalyst,
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 1        whether it is provided or not?

 2                    A.   That would be something he could

 3        do, yes.

 4 1039               Q.   As a way of verifying information

 5        that he has already received; would you agree with

 6        that?

 7                    A.   I can't necessarily agree with

 8        that because I would have to know who he spoke to

 9        and whether that person was someone who was

10        competent to discuss that.

11 1040               Q.   And alternately, he has to assess

12        all of the information that he is getting from

13        various different sources to determine what is

14        reliable and what is not reliable, but former

15        employees would be one group of persons he might

16        speak to as part of his research; is that fair to

17        say?

18                    A.   Could you -- could I see that

19        question?  Sorry, it was a long question, so I

20        didn't follow all of it.

21                    [Witness reviews realtime transcript.]

22                    That is a fair comment.

23 1041               Q.   And another group of persons

24        Mr. Anderson might speak to to verify or that we

25        might expect Mr. Anderson to speak to to verify
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 1        information that he has received is Callidus's

 2        competitors; is that a fair statement?

 3                    A.   Callidus's competitors?

 4 1042               Q.   Yes.

 5                    A.   I don't know who Callidus's

 6        competitors are --

 7 1043               Q.   Or Catalyst's competitors,

 8        Callidus or Catalyst's competitors; is that a fair

 9        statement?

10                    A.   I am not sure who you are saying

11        our competitors are.  I would want to know the

12        universe, because some people are our competitors

13        and some aren't.

14 1044               Q.   Well, is it unreasonable to expect

15        Mr. Anderson to speak to individuals like people at

16        Anson or people at West Face to obtain more

17        information about Callidus and Catalyst?

18                    A.   I don't think that is necessarily

19        reasonable.

20 1045               Q.   So you think that it is better

21        that Mr. Anderson not have any of that information

22        within the larger sort of universe of information

23        that he is receiving and assess it?

24                    A.   I stick with my answer.

25 1046               Q.   Which is that he shouldn't have
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 1        that information?

 2                    A.   That I did not think that is

 3        appropriate in the circumstances.

 4 1047               Q.   Why isn't it appropriate?

 5                    A.   I think that there is a degree

 6        of -- in the case of the two entities you

 7        mentioned, that there are -- there might be

 8        different motivating factors.

 9 1048               Q.   And do you think that -- are you

10        suggesting that Mr. Anderson would not be capable

11        of assessing those different motivating factors?

12                    A.   I don't know.  I don't know his

13        capability.

14 1049               Q.   You know that Mr. Anderson spoke

15        to Chester Dawes; is that correct?

16                    A.   I know that -- well, actually, I

17        don't know that.  He says it in his affidavit, in

18        his reply affidavit.  Chester Dawes confirmed to me

19        that he had not spoken with Nathan Anderson when I

20        spoke to him.

21 1050               Q.   So when you spoke to Chester

22        Dawes, he told you that he never spoke to any of

23        the guarantors and that he never spoke to

24        Mr. Anderson?

25                    A.   I only asked him about Nathan
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 1        Anderson.

 2 1051               Q.   So in response to that,

 3        Mr. Anderson in his reply record has produced phone

 4        records indicating that he had a 35-minute call

 5        with Mr. Dawes.  Did you see that exhibit?

 6                    A.   I did.

 7 1052               Q.   And would you agree that that

 8        evidence indicates that Mr. Dawes and Mr. Anderson

 9        were on the phone for a significant period of time?

10                    A.   What I don't know is what they

11        talked about.

12 1053               Q.   Well, would you agree with me that

13        that suggests that Mr. Dawes was not telling you

14        the truth when he said he didn't speak to

15        Mr. Anderson?

16                    MR. MOORE:  Well, I don't think it is

17        fair to ask that kind of question of the witness,

18        whether Mr. Dawes --

19                    MR. LUNG:  Well, I am asking and you

20        can either refuse it --

21        R/F         MR. MOORE:  Let me finish, okay.

22        Whether he was not telling the truth or he forgot

23        or researched the inquiry is an open question.  The

24        state of the record is what it is.  Your client

25        says he spoke with Mr. Dawes, and in the reply
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 1        affidavit there is attached certain documentation

 2        to support or corroborate that contention and that

 3        is the current state of the record.

 4                    BY MR. LUNG:

 5 1054               Q.   When you spoke to Mr. Dawes, did

 6        you tell him that there was a possibility that he

 7        might be sued?

 8                    A.   No.

 9 1055               Q.   Was he reminded of his obligations

10        as a former officer of Catalyst, including his

11        confidentiality obligations?

12                    A.   Yes, he was.

13 1056               Q.   Did you explain to him the

14        potential consequences of breaching those

15        obligations?

16                    A.   I don't recall.

17 1057               Q.   According to Mr. Anderson, during

18        his conversation with Mr. Dawes, Mr. Dawes referred

19        to something called a "Newtometer"?  Have you ever

20        heard of that word before?

21                    MR. MOORE:  It is not in the

22        dictionary, I don't think.

23                    THE DEPONENT:  The first time I ever

24        heard that word was when I read it in

25        Mr. Anderson's affidavit.
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 1                    BY MR. LUNG:

 2 1058               Q.   You never heard that word being

 3        used by employees at Catalyst?

 4                    A.   No.  At Catalyst?

 5 1059               Q.   Yes.

 6                    A.   Employees of Catalyst?

 7 1060               Q.   Yes.

 8                    A.   And, sorry, I'm not trying to --

 9        it is just it will screw up the record, that's all.

10 1061               Q.   Sorry, that is what I thought I

11        said, Catalyst.  Sorry, I have to work on

12        enunciating my "t's".

13                    A.   Okay, I heard "Callidus", but I'll

14        work on my hearing.

15 1062               Q.   Did you guys do this on purpose to

16        confuse us, picking two names that are similar?

17                    A.   Well, it does --

18                    MR. MOORE:  It is a plot going back to

19        the very beginning.

20                    THE DEPONENT:  It is -- we are

21        always -- we try to be careful using the names.

22        That is why it is now called FrontWell Partners.

23                    BY MR. LUNG:

24 1063               Q.   Well, thank you for doing that, in

25        case there is any future lawsuit.
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 1                    So do you at this point deny that

 2        Mr. Anderson and Mr. Dawes spoke?

 3                    A.   I have Mr. Anderson's comments and

 4        I have the phone record, but Chester Dawes told me

 5        he did not talk to Anderson, so I don't know what

 6        went on in that conversation.

 7 1064               Q.   So all you know is what Mr. Dawes

 8        said to you and you don't know anything else?

 9                    A.   Correct.

10 1065               Q.   I am going to ask you some

11        questions about short-selling.

12                    A.   Uhm-hmm.

13 1066               Q.   Would you agree with me that

14        short-selling is not illegal?

15                    A.   Correct.

16 1067               Q.   I'll take you to -- I am going to

17        take you to Mr. Anderson's supplementary affidavit

18        at paragraph 20.

19                    A.   I see that.

20 1068               Q.   So Mr. Anderson makes a number of

21        statements in paragraph 20, and at subparagraph (a)

22        he says:

23                         "I did not do any naked

24                    short-selling in respect of

25                    Callidus."
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 1                    Do you have any evidence to the

 2        contrary?

 3                    A.   Not at this time.

 4 1069               Q.   Mr. Anderson goes on to say, and

 5        this is subparagraph (b):

 6                         "I released no false or

 7                    misleading information to the

 8                    market."

 9                    Do you disagree with that comment?

10                    A.   I do.

11 1070               Q.   At subparagraph (c) Mr. Anderson

12        says:

13                         "I did not coordinate or

14                    discuss my short-selling activity

15                    with any other parties.  Prior to

16                    this action, I had no specific

17                    knowledge of the short-selling

18                    activities of any other party."

19                    A.   I disagree with that statement.

20 1071               Q.   Do you have any evidence to refute

21        that statement?

22                    A.   Yes.

23 1072               Q.   And what is the evidence?

24                    A.   The fact that he put together a

25        short-selling syndicate.
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 1 1073               Q.   He put together a short-selling

 2        syndicate.  What was the short-selling syndicate

 3        that he put together?

 4                    A.   One that involves Molyneux and

 5        some other individuals, and also he made a

 6        statement in a document which he furnished to

 7        Copeland that he was short Callidus.

 8 1074               Q.   So where -- so let's start with

 9        the syndicate.  Mr. Anderson says:

10                         "I did not coordinate or

11                    discuss my short-selling activity

12                    with any other parties."

13                    And I think by what you call syndicate,

14        you mean that he coordinated with several of the

15        other parties in preparing the whistleblower

16        report; is that what you are talking about?

17                    A.   No, but also that syndicate was to

18        take a short position in Callidus stock.

19 1075               Q.   And where is the evidence to

20        support that?

21                    A.   Do you know where it is in my

22        affidavit?  I think it is in the libel one.

23 1076               Q.   So which affidavit should I be

24        looking at?

25                    A.   Well, I am trying to find it for
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 1        you.  The background on the --

 2                    MR. MOORE:  Just a moment.

 3                    THE DEPONENT:  It is on page 82 of my

 4        main action on the anti-SLAPP, so it is the

 5        conspiracy action, and that is the affidavit of May

 6        29 --

 7                    MR. LUNG:  Sorry, this whole thing is a

 8        conspiracy action, isn't it?

 9                    MR. DEARDEN:  Yeah, he is just saying

10        that because that is the affidavit that he swore on

11        May 29th, because there is the libel action

12        affidavit and the conspiracy action affidavit.

13                    MR. LUNG:  Okay, I thought both

14        affidavits were being delivered in connection

15        with -- like I am only involved in the conspiracy

16        action.  I think that -- are you calling the libel

17        action, that is the Dow Jones action?

18                    MR. DEARDEN:  Yes, they are both --

19        they are filed in both.  Both of those May 29, 2020

20        affidavits were filed for the two separate actions,

21        the conspiracy action and the Dow Jones libel

22        action.

23                    THE DEPONENT:  Okay, and --

24                    BY MR. LUNG:

25 1077               Q.   Sorry, Mr. Riley, what page am I
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 1        looking at?

 2                    A.   Okay, just, sorry, it is the main

 3        action anti-SLAPP affidavit.  It is sworn May 29th,

 4        and it is page 82 of that affidavit.

 5 1078               Q.   And the paragraphs that I need to

 6        look at?

 7                    A.   172.

 8 1079               Q.   And so that is what you rely upon

 9        for your assertion that there was a syndicate to

10        short-sell?

11                    A.   Yes.

12 1080               Q.   And nothing else, just that

13        paragraph?

14                    A.   Well, you will see there is a

15        number of exhibits.

16                    MR. DEARDEN:  There is other

17        paragraphs.

18                    THE DEPONENT:  There is other

19        paragraphs as well.

20                    MR. LUNG:  Okay, so --

21                    MR. MOORE:  Do you want us to give you

22        an undertaking to let you know what paragraphs in

23        this affidavit we rely upon?

24                    BY MR. LUNG:

25 1081               Q.   The only thing is I want to ask

242

265



Catalyst v West Face et al.  
James Riley on 10/27/2020 347

neesonsreporting.com
416.413.7755

 1        him questions if he is going to assert that there

 2        was some syndicate to short-sell, so I just want to

 3        know what the basis of that is.

 4                    Well, let me ask you this other

 5        question, Mr. Riley.  Attached to your affidavit is

 6        a lot of correspondence between the Defendants, and

 7        including correspondence from and to or copied to

 8        Mr. Anderson by some of the other parties in this

 9        action; is that fair to say?

10                    A.   Yes.

11 1082               Q.   You weren't personally a party to

12        any of those communications; is that fair to say?

13                    A.   That is correct.

14 1083               Q.   And you don't have any information

15        about the underlying context of any of those

16        communications other than what you have read in the

17        documents; is that fair to say?

18                    A.   And I am not trying to be my own

19        lawyer because that is not something I want to do,

20        but I think part of the problem with a conspiracy

21        is getting at the underlying facts, and so --

22 1084               Q.   No, I understand that.

23                    A.   So your client and the other

24        Defendants would have more information than we do.

25 1085               Q.   No, and you know, I appreciate
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 1        that, because my client and the other Defendants

 2        were parties to these communications.

 3                    A.   Yes.

 4 1086               Q.   But my point -- I guess the point

 5        is that this, all of that communication is simply

 6        out of the parties' productions; is that fair?

 7                    A.   No, some of it was informed by

 8        productions -- or not productions, but on a

 9        cross-examination a substantial number of documents

10        were provided by Mr. Levitt in accordance with the

11        direction order of Madam Justice Chiappetta, and

12        others were provided by Mr. Levy.

13 1087               Q.   So let me revise that.  They are

14        documents that were obtained through some way from

15        the other parties in this action or in other

16        actions; is that fair?

17                    A.   Yes.

18 1088               Q.   And you have written these lengthy

19        affidavits setting out this narrative, but is it

20        fair to say that you don't really have any

21        information other than the information that is

22        actually written in the documents?

23                    MR. MOORE:  Well, just a minute.  Part

24        of the context, and again, I don't want to argue

25        the case with you, but part of the context includes
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 1        some of the other legal proceedings and the events

 2        leading up to what happened.

 3                    MR. LUNG:  Okay, that is fair.

 4                    MR. MOORE:  I don't think it is

 5        restricted to just strictly speaking, you know,

 6        communications back and forth between Defendants.

 7        I think there is more to the context than that.

 8                    BY MR. LUNG:

 9 1089               Q.   Looking specifically at paragraph

10        173 and the subparagraphs under it, is it fair to

11        say that what you have done in paragraph 173 --

12                    A.   I apologize, I closed my

13        affidavit.  173?

14 1090               Q.   Yes.

15                    A.   Yes, 172 and 173.

16 1091               Q.   So in looking at paragraph 173 of

17        your conspiracy affidavit and the subparagraphs

18        under it, is it fair to say that all you are doing

19        here is reading the documents that are identified

20        and providing your interpretation of what is going

21        on in those documents?

22                    A.   Yes.

23 1092               Q.   And you don't have any personal

24        knowledge of the events that are described in the

25        documents or personal knowledge of the underlying
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 1        circumstances of the communications?

 2                    A.   Yes, that's correct, because we

 3        hadn't examined the authors of those documents yet.

 4 1093               Q.   Well, even if you did, you

 5        wouldn't have personal knowledge.  You weren't a

 6        party to these communications?

 7                    A.   That's correct.  I was not.  The

 8        conspirators did not copy us on any of these emails

 9        or documents.

10 1094               Q.   So these documents here are

11        documents that are received by your -- the

12        Plaintiff's counsel in some way.  They are -- you

13        have read them and you are providing your

14        interpretation of them here?

15                    A.   Well, some of this is just a

16        recitation of what is in the exhibits.

17 1095               Q.   Yeah, and that might be the case,

18        but it is not based on your personal knowledge?

19                    A.   No, no.

20 1096               Q.   Can I have an undertaking, and you

21        can do this by way of undertaking, to provide -- to

22        identify any documentation that supports the

23        assertion that there was a syndicate to short-sell?

24                    MR. MOORE:  I'll give you that

25        undertaking.
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 1                    MR. LUNG:  Actually, you know what,

 2        strike that.  I don't want that undertaking.  I

 3        don't need it.  It's okay, I can look it up myself.

 4                    MR. MOORE:  All right.

 5                    MR. LUNG:  Pardon me?  Yeah, I don't

 6        need the undertaking, it's okay.

 7                    THE DEPONENT:  I have never seen

 8        someone strike an undertaking.

 9                    BY MR. LUNG:

10 1097               Q.   Yeah, that's okay, you are excused

11        from it.  I don't need it.

12                    Okay, moving on, I was looking at

13        Mr. Anderson's supplementary affidavit, and I will

14        bring it up again for you, okay.

15                    A.   Mr. Anderson's supplementary

16        affidavit?

17 1098               Q.   And we were looking at

18        paragraph --

19                    A.   That is the one of August 20th,

20        right?

21 1099               Q.   That's right.  So we looked at

22        sub (c), 20(c), and you took us to paragraphs 172

23        and 173 of your conspiracy affidavit.

24                    A.   And we also said there were other

25        documents that we can point to, but we gave that
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 1        as -- I think that was the subject of an

 2        undertaking, didn't we?

 3                    MR. MOORE:  Yeah, I am not sure whether

 4        the undertaking has been rejected or not rejected.

 5                    THE DEPONENT:  Sorry, is that the

 6        undertaking that was rejected?

 7                    BY MR. LUNG:

 8 1100               Q.   No, the request has been

 9        rescinded.

10                    A.   Okay, sorry, I apologize.

11 1101               Q.   So at sub (d) Mr. Anderson says:

12                         "My short-selling was in small

13                    quantities, such that it could not

14                    have resulted in or contributed to a

15                    misleading appearance of trading

16                    activity in, or an artificial price

17                    for, Callidus's shares."

18                    And if you follow that exhibit to

19        Exhibit A -- and have you had a chance to look at

20        that exhibit, Mr. Riley, or should I take us there?

21                    A.   Could you bring it up, please,

22        just to make sure?

23 1102               Q.   Sure.  Let's go to Exhibit A.

24        Much of this is redacted because it relates to

25        other investments, but you will see, and I will
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 1        make this bigger for you, "CBL", that is the symbol

 2        for Callidus; is that right?

 3                    A.   That is correct.

 4 1103               Q.   And you will see a number of

 5        different transactions, and there is a total.  And

 6        if you go up here to the heading, you will see a

 7        "Realized P&L" of 27,544.  Do you have any reason

 8        to believe that that's inaccurate?

 9                    A.   I didn't hear the last word.

10 1104               Q.   Do you have any reason to believe

11        that that is inaccurate?

12                    A.   No.

13 1105               Q.   Would you agree that trades that

14        result in a profit of 27,544, that that would not

15        constitute high volume short-selling?

16                    A.   It is interesting -- and, sorry,

17        I'll answer the question in a minute.  I am more

18        interested in the trading pattern that I see in

19        these documents.

20 1106               Q.   Sure, you can take a look at the

21        trading pattern.

22                    A.   If you look at when he is short

23        long, it bears an astonishing resemblance to when

24        Reuters was going to publish its article, when the

25        Wall Street Journal was going to publish its
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 1        article, originally in July I think it was, and

 2        then in and around August 9th.

 3 1107               Q.   I am just talking about the

 4        volumes and the numbers.

 5                    A.   Well, I am talking about the

 6        trading pattern.

 7 1108               Q.   So what you see here, is it fair

 8        to say that that would not be considered high

 9        volume in the context of a company like Callidus?

10                    A.   Well, actually, on that day, it

11        was not -- those are not insignificant numbers.

12        The trading volume I think on a daily basis

13        was -- I would have to go back and check, but it

14        was not -- there were not a lot of shares traded.

15 1109               Q.   Would you agree with me that one

16        person acting alone making a profit of 27,000 on a

17        few trades wouldn't constitute market manipulation?

18                    A.   I think even one dollar if it is

19        market manipulation is contrary to the law.

20 1110               Q.   Well, that wasn't my question.  My

21        question is the trade itself would not be

22        manipulative of the market, would not move the

23        market or influence the market?

24                    A.   It would have some effect on the

25        market.
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 1 1111               Q.   A single trade for one dollar?

 2                    A.   No, but I am looking at the number

 3        of shares traded.  Those would have some effect.

 4 1112               Q.   Well, back at that time -- sorry,

 5        I am echoing.  Back at that time, I mean, is it

 6        fair to say that back in 2017, Callidus was not so

 7        fragile that a short-seller who made $27,000 would

 8        permanently destroy the company's share value?

 9                    A.   I cannot make that assessment.

10 1113               Q.   No, you think that that is

11        possible?

12                    A.   Anything is possible.

13 1114               Q.   Well, anything is possible, but I

14        guess is it likely to happen?

15                    A.   I would stick with I am not

16        capable of making that assessment.

17 1115               Q.   So you are not capable of making

18        that assessment, and is that because you have

19        limited knowledge of short-selling and its impact

20        on companies?

21                    A.   No, it is because I don't have the

22        full picture of what is short-selling and who was

23        selling short at that time.

24 1116               Q.   I am going to take us back to

25        Mr. Anderson's supplementary affidavit, and we are

251

274



Catalyst v West Face et al.  
James Riley on 10/27/2020 356

neesonsreporting.com
416.413.7755

 1        going to look at paragraph 69, and I have put it up

 2        on the screen.  So in paragraph 69 Mr. Anderson

 3        says:

 4                         "I was not involved in the

 5                    preparation or submission of any

 6                    complaints to the police."

 7                    And do you have any evidence that is

 8        contrary to that statement?

 9                    A.   May I just look at something for a

10        second?

11 1117               Q.   Yes.

12                    A.   If you look at my affidavit, my

13        conspiracy affidavit, and I don't have those

14        exhibits up, but I think paragraphs 156 address the

15        point in 70 and I think that Mr. Anderson was aware

16        of what was being done with the police.

17 1118               Q.   Well, Mr. Anderson says that he

18        was not involved in the preparation or submission

19        of any complaints to the police.

20                    A.   Right, but I think that I would

21        say he was kept apprised.

22 1119               Q.   And that is the extent of -- is

23        that the extent of it?

24                    A.   I am just -- I would have to go

25        back to those various emails that were produced.
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 1        Do you have Exhibit 179 -- or sorry, 156?

 2 1120               Q.   Sorry, which one was it?

 3                    A.   It is tab 156, and it relates to

 4        paragraph 179 of my conspiracy affidavit.

 5                    Yes, Darryl Levitt sends an "FYI" email

 6        on May 1st, May 1st, 2017, to Nathan@ClaritySpring

 7        and forwards "Toronto Commercial Crime Unit

 8        Evidence - Privileged", and then it goes on to say

 9        that he submitted four volumes of binders.

10 1121               Q.   So Mr. Anderson says that he was

11        not involved in the preparation or submission of

12        complaints to the police, and I asked you if you

13        have any evidence to the contrary and this is what

14        you have is tab 156?

15                    A.   Yes, and can I go to the next

16        email on that tab, which is Nathan Anderson to

17        Darryl Levitt:

18                         "Spoke with Brian, so he is

19                    going to reach out to Gail.  Do you

20                    know any real estate agents in

21                    Toronto?  And any word from Mario?"

22                        [As read.]

23                    I don't know what those other two

24        comments are about, but that is a -- and then there

25        is one from Darryl to Nathan talking about --
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 1 1122               Q.   Sorry, just slow down for a

 2        second, Mr. Riley.  What tab are we looking at?  We

 3        were looking at 156, so what should I be looking at

 4        now?

 5                    A.   Well, if you start with there are

 6        one, two, three, four tabs -- emails, but

 7        unfortunately some of them are not very clear.

 8                    MR. DEARDEN:  There are five emails in

 9        Exhibit 156.

10                    THE DEPONENT:  Five.  Is there five?

11        So if you go through those emails, you will see

12        that there is -- Nathan Anderson is well aware of

13        the complaints to the police, and he also says that

14        he would have Brian reach out to Gail.

15                    BY MR. LUNG:

16 1123               Q.   So Mr. Anderson has said -- first

17        of all, let's break this down.  Mr. Anderson has

18        said that he was not involved in the preparation of

19        any complaint to the police?

20                    A.   But --

21 1124               Q.   Do you have any evidence that he

22        was involved in the preparation of a complaint to

23        the police?

24                    MR. DEARDEN:  He just gave it to you.

25                    THE DEPONENT:  I just gave it.
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 1                    BY MR. LUNG:

 2 1125               Q.   Well, that is all there is.  So

 3        which ones are there --

 4                    MR. DEARDEN:  He did not say that.

 5                    MR. MOORE:  He did not say.

 6                    THE DEPONENT:  I did not say that.

 7                    MR. LUNG:  156 --

 8                    MR. MOORE:  If you want to go through

 9        the whole affidavit for examples, if you look at

10        paragraphs 159 and onwards in the affidavit, what

11        we say, and I am going to say this in a general

12        way, is that from the time when Mr. Anderson got

13        involved in this matter, there is ample evidence of

14        frequent contacts, cooperation, encouragement,

15        knowledge among all the conspirators, among

16        Mr. Anderson and the other conspirators before

17        complaints are filed with the OSC, before police

18        complaints are filed, et cetera.

19                    We are not going to go through, unless

20        you want to go through the whole affidavit,

21        paragraph by paragraph, but there is many examples

22        of that in the affidavit and it will just give you

23        another reams of paragraphs.

24                    And so it is not -- you know, you have

25        got the affidavit.  Mr. Riley has got the
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 1        affidavit.  It is not a memory contest.  But there

 2        is lots of material in here that indicates ongoing

 3        contact by Anderson with these people.  And in

 4        fact, at paragraph 1 -- well, I am not going to

 5        read it all, but it is there.

 6                    BY MR. LUNG:

 7 1126               Q.   So, Mr. Riley, it is just the

 8        emails that are attached to your affidavit?  That

 9        is the extent of it; is that fair?

10                    A.   I think that is fair, yes.

11 1127               Q.   Now, Mr. Anderson in paragraph 70

12        of his supplementary affidavit says that Mr. Wood

13        never spoke to the police in relation to this

14        matter.

15                    A.   That is --

16 1128               Q.   Do you have any evidence to the

17        contrary?

18                    A.   That he was going to speak to

19        them?  We have just gone through that.

20 1129               Q.   But that is the extent of it, is

21        that one email?

22                    A.   No, there were three emails in

23        which he references Mr. Wood.

24 1130               Q.   Okay, but other than the emails

25        that are attached to your affidavit, do you have
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 1        any evidence that what Mr. Anderson says is untrue

 2        that there ultimately was no communication between

 3        Mr. Wood and the police?

 4                    A.   That is what he says in paragraph

 5        70.

 6 1131               Q.   70, that is what he says?

 7                    A.   Yes.

 8 1132               Q.   So do you have any evidence that

 9        that's untrue?

10                    A.   I have no evidence to the

11        contrary.

12 1133               Q.   Okay.

13                    MR. MOORE:  Except what you have

14        referred to.

15                    THE DEPONENT:  Except what I have

16        referred to.

17                    BY MR. LUNG:

18 1134               Q.   The emails attached to your

19        affidavit?

20                    A.   Yes.

21 1135               Q.   And those emails, to be fair, it

22        looks like they are trying to set up a call or a

23        communication of some sort; isn't that right?

24                    A.   Well, that would appear to be the

25        words, yes.

257

280



Catalyst v West Face et al.  
James Riley on 10/27/2020 362

neesonsreporting.com
416.413.7755

 1 1136               Q.   I mean, the email doesn't say,

 2        thanks for the call last week, or that there was a

 3        call.  It is to try to arrange a call; isn't that

 4        fair to say?

 5                    MR. DEARDEN:  The email says what it

 6        says.

 7                    THE DEPONENT:  It says what it says,

 8        yeah.

 9                    BY MR. LUNG:

10 1137               Q.   I think that is the point, is that

11        the email just says what it says, and what is

12        really in your affidavit is simply just an

13        interpretation to the emails that you have read

14        that have been produced by the parties, right?

15                    MR. MOORE:  We should go through it, if

16        you want to here and now if you want to, and I

17        don't think it's particularly productive,

18        paragraphs 159 to 171 of the conspiracy affidavit.

19        There is many, many, many emails back and forth to

20        and from Mr. Anderson, and different people can

21        draw different conclusions; and undoubtedly, you

22        would have one view and one argument to make and we

23        would have a different view and a different

24        argument to make about what it shows.

25                    But the reason I say that is I don't
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 1        think it is fair on this record to say, oh, there

 2        is one email here or only one email there.  There

 3        is many, many instances of communications.

 4                    MR. LUNG:  I think I am entitled to

 5        know what the basis of statements made -- I am

 6        entitled to know the basis of the statements that

 7        are made in Mr. Riley's affidavit, and if I want

 8        to -- I think I am entitled to clarify that those

 9        statements are based on particular documents alone.

10        So I'm sorry, I don't agree with that.

11                    MR. MOORE:  Well, I refer you to those

12        paragraphs in the affidavit as further indicia and

13        further examples of the types of communications

14        being relied upon by the Plaintiffs.

15                    I mean, I am not going to say that

16        every single exhibit referred to in those

17        paragraphs refers to Mr. Anderson, but many, many

18        of them do, so I don't want you to be misled.

19                    BY MR. LUNG:

20 1138               Q.   I am going to take you to

21        Mr. Anderson's first affidavit.

22                    A.   Okay.

23 1139               Q.   Paragraph 33, and I will just

24        bring it up on the screen for us.  And I have

25        highlighted a part of paragraph 33, and this is
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 1        talking about the Wall Street Journal article, and

 2        Mr. Anderson said:

 3                         "I had no control over or input

 4                    into the content of the Copeland

 5                    Article.  I did not review it prior

 6                    to its publication.  I gave no

 7                    instructions or suggestions as to

 8                    the timing of its release.  To my

 9                    knowledge, I was nothing more than a

10                    source to Copeland for that

11                    article."

12                    A.   There is a lot of interaction

13        between Copeland and Anderson.  Among other things,

14        there are various text messages which are in my

15        documents.

16 1140               Q.   So --

17                    A.   He did have input into the

18        Copeland article because it was informed by his

19        whistleblower complaint.

20 1141               Q.   Well, I was going to say that.  So

21        we know that Mr. Anderson provided information to

22        Mr. Copeland but what Mr. -- and you know, this can

23        be clarified if you want, but what Mr. Anderson is

24        saying is that he didn't write the article and

25        didn't have any input into the writing of the
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 1        article.  Do you have any reason to believe that

 2        that's untrue?

 3                    A.   There is some email exchanges

 4        between Copeland and Anderson which involve a -- I

 5        forget the term, when it is in the -- it's in the

 6        Dropbox, a Dropbox, I believe it is a Dropbox they

 7        referred to.  I don't know what was in that

 8        Dropbox.

 9 1142               Q.   Well, what was in that Dropbox was

10        materials that were being provided to Mr. Copeland,

11        so that was the materials that were delivered to

12        Mr. Copeland.  But in terms of the writing of the

13        article, what Mr. Anderson is saying here is that

14        he had no input into that.  And my question to you

15        is, do you have anything to refute that?

16                    MR. DEARDEN:  He just told you the

17        texts.

18                    THE DEPONENT:  The text messages.

19                    MR. MOORE:  If person A is providing

20        documentation and allegations and supposed

21        information to person B and person B then decides

22        to write an article, then person A has some input

23        into that article.

24                    THE DEPONENT:  And I think that there

25        are several texts that, when taken together, that
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 1        make it pretty clear that but for Mr. Copeland --

 2        or Mr. Anderson's input, there would have been no

 3        article because it would have been just disgruntled

 4        borrowers or disaffected borrowers.

 5                    BY MR. LUNG:

 6 1143               Q.   Well, that is not really -- that

 7        doesn't really answer the question, but that is

 8        okay, I'll move on.

 9                    Mr. Anderson says --

10                    MR. DEARDEN:  Well, I object to that.

11        I object to that, Mr. Lung.  He has answered the

12        question.

13                    BY MR. LUNG:

14 1144               Q.   Okay, he goes on to say:

15                         "I did not review it prior to

16                    its publication."

17                    So Mr. Anderson says that he didn't

18        review the article prior to it being published.  Do

19        you have anything to refute that?

20                    A.   There were certainly some

21        interactions that I think involved Anderson

22        directly or indirectly with McNish, which suggests

23        to me that he did have further input.

24 1145               Q.   He says --

25                    A.   And as to the timing of its
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 1        release, I think that is an issue in this case.

 2 1146               Q.   I see --

 3                    A.   I read the words.

 4 1147               Q.   He says:

 5                         "I did not review the article

 6                    before it was published."

 7                    And do you have any specific

 8        information or evidence to refute that statement?

 9                    A.   There is some email exchanges --

10        or text exchanges that suggest to me he may have

11        seen it.  Suggest.  I can go no further than that.

12 1148               Q.   You don't have any evidence of

13        Mr. Copeland or Ms. McNish sending Mr. Anderson a

14        draft, do you?

15                    A.   No.

16 1149               Q.   And you don't have any evidence

17        where they talk about a draft being provided to

18        Mr. Anderson or seeking his input on a draft, do

19        you?

20                    A.   There are some -- there is -- in

21        the totality of the text messages and also from

22        some of the notes that suggest that he was

23        consulted on this, not just a source but was

24        consulted would be my word.

25 1150               Q.   He was clearly somebody who
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 1        communicated with Mr. Copeland about the subject

 2        matter of the article, but the statement here is

 3        that he didn't review a draft of the article before

 4        it was published.  And my question to you is, do

 5        you have any evidence that a draft was provided to

 6        him before it was published?

 7                    A.   I don't believe so.

 8                    MR. MOORE:  Well, actually, it is

 9        interesting, his affidavit says that he didn't

10        review the quote/unquote "article", and it remains

11        to be seen exactly what he means by that.  If you

12        take that literally, and we'll cross-examine him

13        about some of these issues --

14                    MR. LUNG:  I am just putting a

15        proposition to Mr. Riley, and you can answer it,

16        and you know, certainly you'll have an opportunity

17        to cross-examine Mr. Anderson on his affidavit.

18                    MR. MOORE:  That's right, but I think,

19        in fairness, the wording of his affidavit is

20        important.  It doesn't refer to "drafts", so --

21                    BY MR. LUNG:

22 1151               Q.   Mr. Anderson goes on to say:

23                         "I gave no instructions or

24                    suggestions as to the timing of its

25                    release."
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 1                    Do you have any evidence that

 2        Mr. Anderson gave instructions or suggestions as to

 3        the timing of the release of the article?

 4                    A.   I think that is a central issue in

 5        this case, and my belief is that he was aware of

 6        the timing of its release.

 7 1152               Q.   And what is that belief based on?

 8                    A.   A text message that was sent to

 9        him at approximately 3:00 -- and it is the Copeland

10        text message that said, I have never had to lift

11        harder to get a story out, and that was I think

12        around 3:28.  I can't remember, but do you have the

13        email?  It is in my affidavit.

14 1153               Q.   And you rely on that for your

15        belief that Mr. Anderson gave instructions or

16        suggestions to the Wall Street Journal as to the

17        timing of the release of the article?

18                    A.   Sorry, I am trying to find --

19        sorry, if you could hold -- if you could re-ask

20        that question, because I want to get the document

21        for you.

22                    MR. DEARDEN:  The text -- and I am

23        letting Mr. Lung know that the text messages are at

24        Exhibit 9 to the libel action affidavit.

25                    THE DEPONENT:  So just to give you the
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 1        context, in that chain of emails, and it is at 5098

 2        in the affidavit, there is one from --

 3                    BY MR. LUNG:

 4 1154               Q.   Sorry, can you just pause.  Can we

 5        just stop for a second.  Are we looking at Exhibit

 6        9 of --

 7                    A.   Yes.

 8 1155               Q.   -- the libel affidavit?

 9                    A.   Yes.

10 1156               Q.   And what I see, these are text

11        messages?

12                    A.   Yes.

13 1157               Q.   And what do you want me to look

14        at?

15                    MR. DEARDEN:  Page 5098 of the record,

16        Mr. Lung.

17                    BY MR. LUNG:

18 1158               Q.   Oh, I see, okay, I understand.

19                    A.   Yeah, sorry, I don't know how to

20        say the words.

21 1159               Q.   I don't have page numbers on what

22        I received from your office, Mr. Dearden.

23                    MR. DEARDEN:  Yeah, you should, at the

24        bottom right-hand corner of each text page.  It

25        goes like that is 907, DOW907, or at the top
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 1        right-hand corner of the motion record page which

 2        is 5098 is what the witness has his hands on right

 3        now.

 4                    BY MR. LUNG:

 5 1160               Q.   Am I looking at the right thing?

 6        This is Exhibit 9 to the libel affidavit, and there

 7        is some text messages.

 8                    A.   Yes.

 9                    MR. DEARDEN:  So if you go to the

10        bottom of the page, and so that is page -- that is

11        920, is that the number?  Go to 896.

12                    MR. LUNG:  Those are production numbers

13        we are looking at, right, 896?

14                    MR. DEARDEN:  Yes.

15                    THE DEPONENT:  No, mine is 907.

16                    MR. DEARDEN:  Go to 896.

17                    MR. LUNG:  Sorry, Mr. Riley, should we

18        go to 896 or 907?

19                    MR. DEARDEN:  5112.

20                    MR. LUNG:  5112?

21                    MR. DEARDEN:  That is motion record

22        page 5112 or DOW896, and you will see what he was

23        referring to, "I have never had to lift harder to

24        get a story out."

25                    THE DEPONENT:  And that is at 3:20.
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 1        And then if you go back to DOW --

 2                    MR. DEARDEN:  Well, let him get there.

 3                    THE DEPONENT:  Sorry.

 4                    BY MR. LUNG:

 5 1161               Q.   Okay, so that is at 3:20 p.m. on

 6        August 9th there is a text message?

 7                    A.   Yes.  And then --

 8 1162               Q.   And that is a text -- sorry, that

 9        is a text message from Mr. Copeland; is that right?

10                    A.   Copeland to Anderson, correct,

11        Copeland to Anderson.

12 1163               Q.   So just to be clear, the blue

13        bubbles are Mr. Copeland and the gray are

14        Mr. Anderson?

15                    A.   Yes.

16 1164               Q.   Okay, so I have looked at that.

17                    A.   And if you could go to DOW907,

18        there is a text from --

19 1165               Q.   I'm having some trouble here.

20                    A.   Yeah, I --

21 1166               Q.   The numbering changes and the

22        prefix changes.

23                    A.   It is July 27th.  You are looking

24        for July 27th is the other way to find it.

25 1167               Q.   Is that where Mr. Copeland sends a
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 1        text message to Mr. Anderson and says, We expect it

 2        to be out by next Tuesday, something like that?

 3                    A.   Correct.

 4 1168               Q.   Okay, so --

 5                    A.   It should be at --

 6 1169               Q.   So rather than continuing to

 7        scroll through this, this mess, those are the two

 8        text messages that you would point to to support

 9        the proposition that Mr. Anderson suggested or --

10                    MR. DEARDEN:  He said was aware of the

11        timing.

12                    BY MR. LUNG:

13 1170               Q.   I don't think it was aware,

14        actually, but let me see.

15                    A.   I would say those two emails

16        indicate Mr. Copeland was informing Mr. Anderson of

17        when an article might run on two occasions.

18 1171               Q.   So just to clarify, the question

19        that I had asked you was related to the statement:

20                         "I gave no instructions or

21                    suggestions as to the timing of its

22                    release."

23                    And this is in paragraph 33 of

24        Mr. Anderson's first affidavit.  And you pointed to

25        two text messages from Mr. Copeland as evidence
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 1        that that is not correct.

 2                    A.   Yes.

 3 1172               Q.   Okay, and that is it, I would

 4        assume?

 5                    MR. MOORE:  No, that is not it.

 6                    BY MR. LUNG:

 7 1173               Q.   Okay, then what else is there?

 8                    MR. MOORE:  It is 1 o'clock or almost 1

 9        o'clock, so why don't we just leave you with some

10        references that you may want to look at over the

11        lunch hour, or not.  There is extensive additional

12        references in the other affidavit.

13                    MR. LUNG:  That will support the

14        proposition that Mr. Anderson gave instructions or

15        suggestions as to the timing of the release?

16                    MR. MOORE:  Well, as it relates to all

17        the questions you have just asked.  So rather than

18        try and give them to you now -- and that is one of

19        the things I think I was undertaking to do earlier

20        but you don't want me to do.  So I am just saying

21        that there is extensive additional references in

22        the conspiracy affidavit.  I'll leave it at that

23        for now.

24                    MR. LUNG:  Okay, well, let's take the

25        break.
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 1                    THE DEPONENT:  What time do we

 2        reconvene?

 3                    MR. DEARDEN:  2 o'clock?

 4                    -- RECESSED AT 12:59 P.M.

 5                    -- RESUMED AT 2:02 P.M.

 6                    BY MR. LUNG:

 7 1174               Q.   So, Mr. Dearden, I am going to ask

 8        for - or Mr. Moore and Mr. Dearden - I am going to

 9        ask for a number of undertakings, and you know, I

10        want to put them on the record and you are happy to

11        put your refusals on the record.

12                    The first undertaking I am going to ask

13        for is an undertaking to produce Mr. Dalton's

14        Strategic Review and Remediation Plan?  I don't

15        think I made a specific request, so I'm making it

16        now.

17        R/F         MR. MOORE:  We are not going to give

18        that undertaking.

19                    MR. LUNG:  So that is refused?  Sorry,

20        David, I can barely hear you because you are a

21        little --

22                    MR. MOORE:  Yes.

23                    MR. LUNG:  Refused, right?

24                    MR. MOORE:  Correct.

25                    BY MR. LUNG:
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 1 1175               Q.   Okay.  And second, an undertaking

 2        to produce any document that sets out Mr. Dalton's

 3        terms of reference for his strategic review?

 4        U/A         MR. MOORE:  I'll tell you what, why

 5        don't you put them all on the record and uniformly

 6        I will say that we'll take them under advisement,

 7        and then we can get back to you, rather than trying

 8        to differentiate as you go through them.  I don't

 9        know how many there are, but it strikes me that

10        that would be the most efficient way to do it.

11                    BY MR. LUNG:

12 1176               Q.   Okay, then I'll get to the third

13        one, an undertaking to produce a copy of

14        Mr. Dalton's consulting agreement?

15        U/A         MR. MOORE:  We'll take that under

16        advisement.

17                    BY MR. LUNG:

18 1177               Q.   Number four, an undertaking to

19        produce Mr. Dalton's letter of resignation?

20        U/A         MR. MOORE:  The same answer.

21                    BY MR. LUNG:

22 1178               Q.   Number five, an undertaking to

23        produce any communications with the OSC relating to

24        the matters raised in Mr. Anderson's whistleblower

25        reports?
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 1        U/A         MR. MOORE:  I think we have claimed

 2        privilege, but we'll take that under advisement in

 3        any event.

 4                    BY MR. LUNG:

 5 1179               Q.   Next, an undertaking to produce

 6        any communications with the SEC relating to the

 7        matters raised in Mr. Anderson's whistleblower

 8        reports?

 9        U/A         MR. MOORE:  The same answer.

10                    MR. LUNG:  And that's it.

11                    MR. MOORE:  Okay.

12                    MR. LUNG:  I do want to state on the

13        record that I do object to the Plaintiffs' approach

14        to privilege here.  I don't think that it is

15        conventional and I don't think that it was expected

16        or anticipated, but it is clear that these issues

17        are going to have to be dealt with by way of

18        motion.  And so my client reserves all of their

19        rights, certainly a right to compel a re-attendance

20        after the hearing of whatever motion is going to

21        have to be argued in order to resolve the refusals.

22                    So subject to that and the

23        undertakings, that is my cross-examination for

24        today.

25                    MR. MOORE:  Thank you.  So we won't
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 1        debate that, but I hear what you have said.

 2                    And so as I understand it, Mr. Baumann

 3        needs half an hour or so to be organized to start

 4        his cross-examination, so --

 5                    MR. LUNG:  2:40?

 6                    THE DEPONENT:  2:40?

 7                    MR. LUNG:  Well, I am just wondering,

 8        Kevin, are you there?

 9                    MR. BAUMANN:  Yes, sorry, 2:40 would be

10        perfect.

11                    MR. MOORE:  All right.

12                    THE DEPONENT:  Thank you.

13                    MR. LUNG:  Okay, thank you very much,

14        Mr. Riley.

15                    THE DEPONENT:  You are welcome.

16                    -- RECESSED AT 2:07 P.M.

17                    -- RESUMED AT 2:40 P.M.

18                    CROSS-EXAMINATION BY MR. BAUMANN:

19 1180               Q.   Good afternoon, Mr. Riley.  So

20        obviously you are under oath?

21                    A.   Yes, I am.  Actually, I have

22        affirmed.

23 1181               Q.   All right.

24                    A.   But I am, yes.

25 1182               Q.   Perfect.  I would like to dig
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 1        down, if possible, to some of your testimony this

 2        morning.  You mentioned that Callidus was in the

 3        process of being wound down.  Can you explain that

 4        for me, please?  I would like to know what the end

 5        result would be?  Is there going to be a shell left

 6        with a bunch of lawsuits?  Who takes the lawsuits

 7        on?  Because I do have I believe substantial

 8        claims against -- counterclaims against Callidus,

 9        and I would just like to know Callidus's and

10        Catalyst's position on that.

11                    A.   I am no longer an officer or

12        director of Callidus, so I don't know what the end

13        result will look like.

14 1183               Q.   So they have put you forward as a

15        witness for Callidus for me to question today; is

16        that correct?

17                    A.   Yes, because of my experience with

18        Callidus prior to, prior to today.

19 1184               Q.   Okay, can you give me an

20        undertaking as to what has transpired relating to

21        the privatizing -- or sorry, the winding down of

22        Callidus?

23                    MR. MOORE:  I am not sure that he said

24        that it was being wound down --

25                    MR. BAUMANN:  Yes, he did.
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 1                    MR. MOORE:  -- and in any event, no, we

 2        won't give that undertaking.

 3                    MR. BAUMANN:  Yes, he did.

 4        R/F         MR. MOORE:  Okay, I don't want to argue

 5        with you.  I am just saying we are not going to

 6        give that undertaking.

 7                    THE DEPONENT:  I can't remember what I

 8        said, but --

 9                    MR. BAUMANN:  So I can take that as a

10        refusal then?

11                    MR. MOORE:  Yes, you can.

12                    BY MR. BAUMANN:

13 1185               Q.   Okay, great.

14                    My assistant, Darla, are you on?

15                    MS. RATHWELL:  Yes.

16                    MR. BAUMANN:  Okay, Darla, can you go

17        to number 25 which is the last item on my agenda?

18        I sent an agenda just more for convenience.  I hope

19        to touch on a number of records here today.

20                    If you can bring that up on the screen,

21        please?

22                    MS. RATHWELL:  Yes, just give me a

23        moment.

24                    MR. BAUMANN:  It is number 25.

25                    MS. RATHWELL:  Yeah, I am just trying

276

299



Catalyst v West Face et al.  
James Riley on 10/27/2020 381

neesonsreporting.com
416.413.7755

 1        to get to it.  Just give me one moment.

 2                    BY MR. BAUMANN:

 3 1186               Q.   Tab 25, the last one.  It is the

 4        last one.  It is an email.

 5                    So, Mr. Riley, this is an email to your

 6        counsel requesting information that I need to

 7        defend the anti-SLAPP and the action relating to

 8        your business or Callidus's or Catalyst's business.

 9                    MR. DEARDEN:  Can we see the date, Mr.

10        Baumann, of that email?  Because it is just showing

11        the recipients.  So October 23, 2020, at 7:21 p.m.,

12        from you to all of us counsel.

13                    BY MR. BAUMANN:

14 1187               Q.   Yes.  And I didn't want to flood

15        this with, you know, all of my requests, but you

16        know, as you know, I was trying to obtain

17        information and, you know, I haven't been able to

18        get it.  Obviously Justice Hainey has been busy,

19        and there has been lots going on with COVID and the

20        courts are backed up, so I could not obtain an

21        initial sitting with him to obtain what I believe

22        should be Schedule "A" documents prior to this

23        cross-examination starting.

24                    So to be fair to all the other parties

25        to the anti-SLAPP, I can't really bring that
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 1        application now.  It would just complicate it too

 2        much to bring information in at the eleventh hour

 3        or after the fact when, you know, some parties

 4        wouldn't have it prior to their questioning.

 5                    So this is information that relates

 6        directly to my case, and I believe all the cases,

 7        and can I get an undertaking from you, Mr. Riley,

 8        to produce the information referenced in the five

 9        different topics?

10                    MR. MOORE:  No.

11                    MR. BAUMANN:  Okay.

12                    MR. MOORE:  We are here to have a

13        cross-examination on the SLAPP motions.  I am not

14        going to go through all of these points because it

15        will just take up too much time and debate on this

16        cross-examination, and I don't want to interfere

17        with your ability to ask relevant questions, but I

18        will just make this observation as an example.

19                    The first document referred to involves

20        in CRO Sinclair and other parties, and he is one of

21        the parties who you wanted to enjoin in your

22        amended counterclaim that Justice Hainey said could

23        not be brought forward at this time.

24                    And so we don't agree that all these

25        records are relevant or material to the SLAPP
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 1        motions, and so we are not going to give that

 2        undertaking.

 3                    MR. BAUMANN:  Okay, well, my position

 4        is it is highly unfair for parties to bring

 5        litigious, malicious litigation against me and to

 6        spend millions of dollars and not receive the

 7        information.  So I want an undertaking or a refusal

 8        whether you will provide that information or not,

 9        because I will be asking for it.

10        R/F         MR. MOORE:  That is fine.  Well, you

11        have a refusal.

12                    BY MR. BAUMANN:

13 1188               Q.   Okay, perfect.

14                    Number 1 on my index, Darla, could you

15        bring it up, please?

16                    Okay, so what we have here -- and I

17        didn't think you would have any objection, Mr.

18        Moore, to me producing this.  I would like this as

19        my first exhibit today.  This is the credit

20        agreement between Alken Basin Drilling Ltd. and

21        your client Callidus.  It has been filed by

22        Callidus in many actions and I filed it myself.  It

23        is more for a reference point.

24                    MR. DEARDEN:  Can the witness see the

25        whole document first, the whole letter, please?
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 1                    MR. BAUMANN:  Scroll up please, Darla.

 2                    THE DEPONENT:  [Witness reviews

 3        document.]

 4                    I don't have to see the whole thing.

 5                    MR. MOORE:  Is this a signed version?

 6        Like is it signed by both counterparties at the

 7        end?

 8                    MR. BAUMANN:  Yes, it is signed on the

 9        bottom.

10                    MR. MOORE:  Okay, it starts out at the

11        beginning as an offer, so let's just go to the

12        bottom and see if it is the signed version.

13                    MR. DEARDEN:  Okay, stop.

14                    MR. BAUMANN:  It is just above that --

15                    MS. RATHWELL:  Sorry, it is moving on

16        its own, sorry.

17                    MR. BAUMANN:  Well, hopefully we can

18        speed this up.

19                    MS. RATHWELL:  Well, I can't get the --

20        I can't control the --

21                    MR. BAUMANN:  Okay, one moment.  Just

22        be patient.  We just need to show Mr. Moore it is

23        signed.

24                    MS. RATHWELL:  I have also provided

25        them with a copy as well.
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 1                    THE DEPONENT:  We have that?

 2                    MR. BAUMANN:  That was sent by email

 3        this morning.

 4                    MS. RATHWELL:  It was sent by an email,

 5        and also as a Google drive link.

 6                    MR. MOORE:  I am not complaining.  I am

 7        just saying let's go to the very end.  We just

 8        haven't had a chance to go through all of the

 9        various email messages from Mr. Baumann today,

10        that's all.

11                    MS. RATHWELL:  Yeah, not a problem.

12                    Sorry, if I scroll too fast, then it

13        skips pages.

14                    MR. BAUMANN:  David Reese and James

15        Riley signed on behalf of Callidus.

16                    MR. MOORE:  Was it signed -- did you

17        sign it?

18                    MR. BAUMANN:  Just from a

19        counterparty --

20                    MR. MOORE:  Okay, that is fine.  That

21        is all I was wanting clarified, that's all.

22                    MR. BAUMANN:  Okay, so fine, are you

23        okay with me advancing this or are you okay with it

24        being marked in the record as number 1?

25                    MR. MOORE:  I am not going to object.
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 1        If I am silent about anything or a question, it

 2        doesn't mean I am acknowledging or agreeing to its

 3        relevant.  I am trying to be mindful of the need to

 4        get through this and allow you to put questions,

 5        and I am probably going to be liberal in not

 6        objecting, but let's go if you have questions about

 7        this document.

 8                    BY MR. BAUMANN:

 9 1189               Q.   Yeah, here they come.

10                    Mr. Riley, you testified this morning

11        that a credit agreement prohibits a borrower from

12        discussing a Callidus loan because of

13        confidentiality provisions.  Within this agreement,

14        and I hope that you guys will look at it later and

15        not now and waste my time on this examination, but

16        there is no confidentiality or non-disclosure

17        relating to this agreement.

18                    So would you agree that, considering I

19        believe I was defrauded and wronged by Callidus

20        and/or Catalyst, that I would be able to talk to

21        whoever I wanted relating to this agreement?

22                    MR. MOORE:  Well, put your question.

23        My recollection is that there were several

24        documents signed contemporaneous with the credit

25        agreement, and there may be other confidentiality
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 1        agreements.  There may be other terms.  I don't

 2        think it is a useful exercise to try to go through

 3        them and figure all that out right now.

 4                    If you have got a specific question

 5        about this document, and leaving aside the

 6        pejorative characterization which we obviously do

 7        not agree with, if you have got a question about

 8        this document, just ask Mr. Riley and he will do

 9        his best to answer and we'll go from there.

10                    And recognize, though, that his

11        attendance today and yesterday was focussed on the

12        SLAPP motions and affidavits, and so he didn't come

13        here prepared to replicate, for example,

14        discoveries that have taken place in Alberta in

15        those proceedings.

16                    But ask your questions about this

17        document and we'll go from there.

18                    BY MR. BAUMANN:

19 1190               Q.   Okay, well, anyways, this document

20        is the basis for all other documents, which would

21        have been the share hypothecation and everything

22        else that went behind it, so we'll leave it at

23        that.

24                    [Court reporter intervenes for

25                    clarification.]
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 1                    This document is what led to any other

 2        agreements, i.e., share hypothecation agreements,

 3        powers of attorney and any other agreements with

 4        Callidus, so this is the main document.

 5                    So for the record, contrary to what Mr.

 6        Riley said this morning, there is no

 7        confidentiality relating to this agreement, at

 8        least this agreement.  Would you agree with that,

 9        Mr. Riley, or no?

10                    A.   I would have to read the

11        agreement.  So if you want me to look at it now, I

12        will.

13 1191               Q.   Can you guys review it later so we

14        can get going, or not?

15        U/A         MR. MOORE:  We'll take that question

16        under advisement.  As I said - and I don't want to

17        keep repeating myself, I want to let you get on

18        with your questions, that is what I am inviting you

19        to do - my understanding and recollection is that,

20        in common with many of the loan arrangements

21        involving Callidus, there is more than one document

22        that borrowers or prospective borrowers signed.

23                    And so let's not debate the point

24        because that is using up valuable time.  Just if

25        you have got questions about this document, ask
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 1        them of Mr. Riley.  By answering, he is not

 2        acknowledging their relevance, and he will do the

 3        best he can.

 4                    So just ask your questions on this

 5        document.

 6                    BY MR. BAUMANN:

 7 1192               Q.   Great, yeah, so there is other

 8        questions within that document.

 9                    So, Darla, if you can go to page 4 of

10        this credit agreement, Mr. Riley, do you see "p" as

11        in the letter "p" and "(v)":

12                         "Are net of any reserves as

13                    determined by the Lender, in its

14                    sole discretion."

15                    Do you see that?

16                    A.   I actually -- sorry, the document

17        is moving around.  Sorry, "p" as in "Peter" and

18        what is the smaller paragraph?

19 1193               Q.   So (v), right there where the

20        cursor is.

21                    A.   Oh, (v)?  Yes, I see that.

22 1194               Q.   So basically, any receivables

23        funding, even though when you go up top, you see my

24        loan was 'x' amount of million and my receivable

25        loan was up to 5 million dollars, it is covered off
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 1        down here where Callidus could advance basically

 2        whatever they want, as little as they wanted or

 3        none, right; is that your understanding?  Because

 4        there would --

 5                    A.   Well, there is --

 6 1195               Q.   -- be the -- yes, go ahead.

 7                    A.   ABL lending always

 8        has...[inaudible.]

 9                    [Court reporter intervenes for

10                     clarification.]

11                    An asset-based loan always has built in

12        the ability of the lender to create reserves.

13 1196               Q.   Okay, would them reserves be, Mr.

14        Riley, an initial hold-back out of the gate of the

15        loan and would they also include at Callidus's sole

16        discretion receivables denying, denying receivables

17        funding throughout the loan?  Is that Callidus's

18        right, the way you understand it?

19                    A.   No, this talks about advances made

20        on eligible insured accounts receivable, which

21        would be net of any reserves, as well as -- so the

22        other criteria listed in there from "i" to

23        Romanette "x" -- sorry, Romanette "ix".

24 1197               Q.   Also we have the comment on 11(e).

25        Darla, can you go to 11.
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 1                    So the question is - and I have got to

 2        hit on it here, Mr. Riley - could Callidus withhold

 3        whatever they wanted on a particular Callidus loan,

 4        any amount of funding on the receivables or

 5        equipment or you name it, could they -- regardless

 6        of what the loan was?

 7                    A.   Sorry, I'm not sure, are you

 8        saying can we impose a reserve?  Yes, we can.

 9 1198               Q.   And do they have to be

10        communicated or have reasoning behind them, or can

11        they just be a plain --

12                    A.   It would be communicated.

13 1199               Q.   In my case, it wasn't.

14                    A.   As part of the borrowing base

15        calculation.

16 1200               Q.   Yeah, right.  If a company like

17        mine had sufficient borrowing availability but

18        still couldn't access its funds that were due, what

19        do you have to say about that?  Because it happened

20        in five different occasions with me, which is

21        why I -- which is the subject of me making

22        complaints to the police, to the Ontario Securities

23        Commission, and anyone else who would listen to me.

24                    A.   You would have to take me to the

25        particular instances of each of those borrowings
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 1        for me to answer that question properly.

 2 1201               Q.   Well, we will touch on that in the

 3        many trials that we are in together, I guess.

 4                    Darla, go to 23, please, on that same

 5        document -- or I'm sorry, 11(e), back up to 11(e).

 6        It's 11, you passed it.

 7                    It may seem boring, Mr. Riley, but we

 8        are going to get down to the nuts and bolts here in

 9        a minute.

10                    A.   That is fine.

11 1202               Q.   11, Darla.  Yes, thank you.  11(e)

12        in particular.

13                    So basically what this says --

14                    A.   I'm sorry -- oh, I see 11(e), now

15        I see that.

16 1203               Q.   Yes, so basically what it says is:

17                         "In the event of a decrease in

18                    the fair market value of property as

19                    determined by the lender in its sole

20                    discretion, the borrower shall also

21                    make a payment of principal in the

22                    amount equal to the difference."

23                    MR. MOORE:  That is what it says.

24                    THE DEPONENT:  Yes, I agree with that.

25                    BY MR. BAUMANN:
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 1 1204               Q.   Yes, did you ever ask or did

 2        anyone within Callidus ever ask Alken to top up its

 3        loan?  Because Callidus did chop the appraisal down

 4        on a Friday afternoon, seeing half the equipment

 5        come up with an appraisal for half the price and

 6        debited my account for $50,000.

 7                    Did you ever -- do you have any records

 8        that Alken was ever asked to top up the loan?

 9                    A.   It is not a top-up.  You have to

10        pay down principal.

11 1205               Q.   Yeah, pay down.  Pay down, top up,

12        the same thing, yeah.

13                    A.   But I wouldn't have that record

14        here.

15 1206               Q.   Okay, can you undertake to try and

16        find that?

17        U/A         MR. MOORE:  We'll take that under

18        advisement.  I mean, aren't these types of

19        questions matters that all arose in the Alberta

20        proceedings?

21                    MR. BAUMANN:  These matters arose in

22        every one of the proceedings I am involved in with

23        you guys, so it is all so intertwined, it's scary.

24        It is.  You cannot separate any one claim from the

25        other in any jurisdiction.  It is all the same
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 1        conduct.  It is all the same playbook.

 2                    MR. MOORE:  Mr. Baumann, I hear you --

 3                    MR. BAUMANN:  So --

 4                    MR. MOORE:  Just a minute -- sorry, you

 5        finish what you wanted to say.  I'm sorry, carry

 6        on.

 7                    MR. BAUMANN:  Yes, Darla, let's carry

 8        on.  Go to number 4, please, if you can bring up.

 9                    MR. MOORE:  Just on that statement, let

10        me just register my disagreement with that.  I am

11        not going to jump in every time --

12                    MR. BAUMANN:  I don't need your --

13                    MR. MOORE:  Just a minute.  Let me

14        finish.  I let you finish, so you can just let me

15        finish.

16                    My understanding is that you brought

17        some kind of motion in Alberta to stay the

18        proceedings out there, and we don't agree that they

19        are all interspersed and intertwined.

20                    So just as I said before, please don't

21        take my silence if I don't jump in and take issue

22        with everything you say as either acquiescence to

23        what you are saying or acknowledgment that what you

24        are going through is necessarily relevant to the

25        SLAPP motions; because otherwise, if I have got to
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 1        jump in every time, then it really is going to be

 2        difficult for you to get to your questions.

 3                    So get your questions going, and we'll

 4        just go one at a time.

 5                    BY MR. BAUMANN:

 6 1207               Q.   So to finish up and to comment on

 7        that comment that you just gave me, all things

 8        Callidus are complex.  How can I defend an

 9        anti-SLAPP when you say and when your claim is my

10        statements to the police, the OSC and any other

11        party were false?  How could I defend that unless I

12        get the information, right, and question your

13        client?  So it is obvious I am not going to get

14        much from him.

15                    So we are on the Code of Conduct right

16        now.  It is number 4.  Darla has got it up on the

17        screen.  So, Mr. Riley, are you familiar with this

18        document within Callidus or was it just made up?

19                    A.   I think that was prepared in

20        connection with the IPO.  I would have to go back

21        and verify that, but I think that is when it was

22        prepared.

23 1208               Q.   Okay.  So within here, all

24        management, all representatives of the company, all

25        subcontractors have to sign these code of
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 1        conducts...[inaudible.]

 2                    A.   [Inaudible]...I don't think it was

 3        signed.  I think it was...[inaudible.]

 4                    [Court Reporter intervenes for

 5                    clarification.]

 6                    BY MR. BAUMANN:

 7 1209               Q.   Yes, near the bottom of it, there

 8        is a spot for every party to sign within this

 9        document, right down there.

10                    A.   Yes, I see that.

11 1210               Q.   So that basically it is a sign-off

12        that everybody that represents Callidus works for

13        them, and in essence, the document says you are

14        supposed to act ethical and treat parties honestly

15        and fairly and everyone is to sign it.  Did you

16        sign one of them on behalf of yourself or for

17        Callidus?

18                    A.   I do not recall.

19 1211               Q.   Can you undertake to find out if

20        you did sign it?

21        U/A         MR. MOORE:  We'll take that under

22        advisement.

23                    BY MR. BAUMANN:

24 1212               Q.   And also can you find out if Scott

25        Sinclair signed one on behalf of him and his
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 1        company Sinclair Range?

 2        R/F         MR. MOORE:  No, we are not going to

 3        make that inquiry.

 4                    MR. BAUMANN:  Well, he was a

 5        contractor.  Why not?

 6                    MR. MOORE:  Well, if you sought to add

 7        him in the counterclaim and -- again, I don't want

 8        to clutter up the record unduly, but no, we are not

 9        going to make that inquiry.

10                    BY MR. BAUMANN:

11 1213               Q.   Okay, Darla, go to the next one,

12        the CEDAR, number 5.

13                    So I am going to take you through the

14        public process, Mr. Riley.  You have been involved

15        with public companies, and you have taken over many

16        of them and you have been involved in them

17        and...[inaudible.]

18                    A.   We can't hear you.  We can't hear

19        the question.

20 1214               Q.   Obviously...[inaudible.]

21                    A.   We did not hear the question.

22 1215               Q.   It is a condition of a prospectus

23        to file a code of conduct with securities

24        regulators; correct?

25                    MR. DEARDEN:  We did not hear his
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 1        question.

 2                    THE DEPONENT:  We did not hear the

 3        question, Kevin.

 4                    Deana, did you hear it?

 5                    MR. BAUMANN:  Let me go and call in

 6        from the land line.

 7                    Let's take a five-minute break, and

 8        I'll call in, okay.

 9                    MR. MOORE:  That's fine.

10                    -- RECESSED AT 3:17 P.M.

11                    -- RESUMED AT 3:20 P.M.

12                    MR. DEARDEN:  What we recommend you do

13        as the documents you are taking Mr. Riley to get

14        entered as an exhibit, we will have an Exhibit 4,

15        because that is the next exhibit, and any document

16        you refer to, best you can, before you ask

17        questions about it, indicate what the document is,

18        like I did earlier about, you know, we need to see

19        what the date of the email was and who it was from

20        and to.  So try your best to do that.

21                    And then at the end of your

22        cross-examination today, the documents that you do

23        refer to you are going to need to send to the court

24        reporter because those will collectively make up

25        Exhibit 4.  Does that make sense?
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 1                    MR. BAUMANN:  Yes.

 2                    EXHIBIT NO. 4:  Electronic brief of

 3                    documents referred to during the course

 4                    of Mr. Baumann's cross-examination of

 5                    Mr. Riley.

 6                    THE DEPONENT:  And the document, I

 7        don't know how it appears on your screen, but on

 8        our screen here it appears to be a CEDAR page for

 9        Callidus, but it is sideways.  It is not --

10                    MR. MOORE:  Yeah.

11                    THE DEPONENT:  If there is a way of

12        converting that to vertical as opposed to

13        horizontal.

14                    MR. DEARDEN:  So how do we identify --

15                    MR. BAUMANN:  Darla, are you able to do

16        that?

17                    MR. DEARDEN:  Mr. Baumann, if you

18        could, first of all, identify what this document is

19        that is not completely upside down but it is

20        sideways, and then so we would be able to make

21        it --

22                    BY MR. BAUMANN:

23 1216               Q.   Yes, Darla is working on that.

24                    So where we finished off when we had

25        the bad reception on the cell phone, I had asked
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 1        Mr. Riley would he agree that it is a condition of

 2        a public company that they post a code of conduct

 3        and ethics with securities regulators prior to

 4        issuing an IPO or going public?

 5                    A.   I don't know at what time you have

 6        to file that.  I just I don't know the answer to

 7        that.

 8 1217               Q.   Okay, not that we are going to

 9        take you there.  I don't want to waste any more

10        time, because I'm not getting too far here.

11                    But within Callidus's IPO, there was an

12        undertaking that they would file a code of conduct

13        and ethics on CEDAR, okay, so that is what led us

14        to this sideways schedule here, number 5, CEDAR

15        code of conduct.  How it came about is I was

16        reviewing CEDAR filings, and there in fact was no

17        code of conduct and ethics.

18                    I am not sure whether -- obviously

19        Callidus didn't follow that or weren't keeping up

20        on it.  So I reached out to the OSC and said, Hey,

21        where is Callidus's filings?  That was in the fall

22        of 2015.

23                    Darla, can you turn to that, or not?

24                    MS. RATHWELL:  Not without going out

25        off the screen.
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 1                    BY MR. BAUMANN:

 2 1218               Q.   Okay, good, so anyways, I reached

 3        out in October or November.  Actually, it was in

 4        November, I believe, or the last few days of

 5        October, 15, just basically saying, Hey, where is

 6        the code of conduct?  No return from them, no

 7        communication other than a few days later Callidus

 8        filed a Code of Conduct and Ethics.

 9                    So when I read the Code of Conduct and

10        Ethics, it contradicts all of the treatment I have

11        received from Callidus and Catalyst.  That is my

12        opinion.  I guess that will be proven in Court.

13                    But why was the Code of Conduct and

14        Ethics not filed at CEDAR, as promised within the

15        prospectus?

16                    A.   I do not know.

17 1219               Q.   Can I receive an undertaking for

18        you to do some digging as to find out why?

19                    MR. MOORE:  Well, the premise of your

20        question is that there was some departure from what

21        you say was undertaken in the prospectus.  Now, I

22        am not sure that that is correct, but assuming the

23        prospectus did contain an undertaking to file a

24        code of conduct, one was filed.  So I --

25                    MR. BAUMANN:  So --
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 1        U/A         MR. MOORE:  I have a problem with the

 2        underlying premise of your question, so I'll take

 3        the request -- and I'll do this generally so that

 4        we can avoid debates.  I'll take that request for

 5        an undertaking under advisement.  We likely won't

 6        agree to it, but I'll take that under advisement.

 7                    And when you ask for undertakings, I'll

 8        do the same thing to try and cut down on the back

 9        and forth on the transcript.

10                    BY MR. BAUMANN:

11 1220               Q.   Okay.  I don't expect I would be

12        getting much more from you guys, but we are going

13        to continue going.

14                    So, Darla, can you bring the Q1

15        earnings transcript up for Callidus?  It is number

16        2.  It is on my index list as number 2.  Deana, we

17        can get that for you whenever you would like.

18                    MR. DEARDEN:  Sorry, Mr. Baumann, can

19        you identify that document with a little more

20        detail, please?

21                    BY MR. BAUMANN:

22 1221               Q.   That is the Q1 2016 Callidus

23        Capital Earnings Call Transcript, Q1 2016, dated

24        August 27th.  One of the other parties touched on

25        this prior in the questioning, but I have got a
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 1        couple of questions within the Q1 and Q2

 2        transcript.

 3                    So first off, I am going to ask you the

 4        blunt question.  Did Callidus ever receive a yield

 5        enhancement on my business, Alken Basin Drilling

 6        Ltd.?

 7                    A.   No, we did not.

 8 1222               Q.   You testified so in Calgary, but

 9        there is evidence now that the name that you

10        provided relating to that is incorrect.

11                    A.   What name do you say was

12        incorrect?

13 1223               Q.   Callidus was pretty clever.  They

14        got the name sealed through the courts, so we are

15        going to have to unravel that.  But within Mr.

16        Glassman's comments in here --

17                    A.   Well, sorry --

18                    MR. MOORE:  Just a minute.  Let me just

19        try to be succinct here.  You obviously have your

20        own views about what happened, et cetera.  There is

21        obviously a dispute about that.  Certainly there is

22        a dispute in the Alberta cases that have been going

23        on for several years.  You have your view, and my

24        clients have a fundamentally different view.

25                    So I suggest that if you can put your
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 1        observations in the form of questions to the

 2        witness as opposed to, you know, getting into the

 3        back and forth debate, that would be better.  That

 4        is my suggestion, but it is up to you.  If you put

 5        questions to the witness, we can deal with those

 6        and you can get answers or advisements as the case

 7        may be as we go along.

 8                    But saying, you know, that Callidus is

 9        clever and did this and did that, it is really not

10        going to advance this cross-examination process.

11                    BY MR. BAUMANN:

12 1224               Q.   Okay, great.

13                    Okay, so Mr. Riley, on page 3 of the

14        transcript, on the last paragraph, and I am going

15        to read it off to you:

16                         "We have stated many times

17                    [...]"

18                    And this is Mr. Glassman's words:

19                         "We have stated many times that

20                    we deal in a market segment where

21                    our clients often go through

22                    structural changes.  As a result, it

23                    is not uncommon for our clients to

24                    need or desire changes through the

25                    original deal with Callidus."
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 1                    Can you explain what the difference

 2        between asking for help or needing it?  What is the

 3        difference between the need and request -- or

 4        sorry, desire?

 5                    A.   Need would be --

 6 1225               Q.   Like if you know.

 7                    A.   Well, need means, for example, if

 8        you had a covenant that you would be in breach if

 9        you did a particular transaction, you would need an

10        accommodation for that.

11                    Desiring change would be where you

12        would like it, so it is a nice to have, not a must

13        have.

14 1226               Q.   Okay, I have a bit of a different

15        question within that.  We were on the credit

16        agreement earlier, and there was a few provisions

17        within there that gives Callidus the right to

18        withhold funds.  There is a common denominator in

19        every Callidus loan that every borrower has accused

20        them of withholding funds.  So the only way

21        Callidus could have done it is, as covered by their

22        agreement, at their sole discretion.  They covered

23        it off in a couple of words.

24                    So would it be safe to say that even

25        though a borrower would be -- funds would be
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 1        withheld to a borrower even if a borrower had

 2        sufficient receivables that he couldn't obtain from

 3        Callidus, that Callidus could go on and obtain a

 4        yield enhancement on that business once they

 5        oppressed the business and put it through their

 6        process of taking the business over, as you have

 7        done in many cases?

 8                    MR. MOORE:  Well, again, I really don't

 9        want to interject every time, but the trouble is

10        that is a long, long kind of combination of speech

11        and an assertion and a set of allegations.  If you

12        could just put a question and have it focussed on a

13        question and not have every second thought with an

14        allegation that is embedded in it, that would be a

15        lot more productive.

16                    MR. BAUMANN:  Okay.

17                    MR. MOORE:  I don't see what that

18        really has to do with the SLAPP motions in any

19        event, but if you could try and put it -- we are on

20        different sides here.  I am not trying to interfere

21        with what you are doing.  I am trying to make it

22        more efficient.

23                    So I would urge you to try to focus on

24        the questions but without all of the allegations

25        built into every second line.
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 1                    BY MR. BAUMANN:

 2 1227               Q.   Okay, Mr. Riley, did Callidus

 3        oppress borrowers in order to take over their

 4        businesses?

 5                    A.   No.

 6 1228               Q.   That is the accusation by many --

 7                    A.   No.

 8 1229               Q.   -- borrowers and myself.

 9                    A.   No, we did not.

10 1230               Q.   Why does everything else read to

11        the contrary?

12                    A.   I --

13 1231               Q.   It was advantageous to oppress

14        borrowers in order to take over their business and

15        gain a yield enhancement buck.  So we are going to

16        go to Glassman's words in these transcripts in a

17        minute, so obviously his words are what they are,

18        but you say no, thank you.

19                    The National Bank gave Callidus a value

20        on the yield enhancements of between 50 cents and

21        $1.00.  So would you agree, Mr. Riley, it was

22        advantageous - right there in the second

23        paragraph - that it was advantageous to obtain

24        yield enhancements however they could obtain them,

25        Callidus could obtain them?
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 1                    A.   I disagree with that.

 2 1232               Q.   Well, why would they go and ask

 3        the National Bank to prepare a report saying that

 4        the yield enhancements alone are worth 50 cents or

 5        $1.00?

 6                    A.   The National Bank determined that

 7        based on the unrecognized enhancement -- the

 8        unrecognized value within some of the entities at

 9        that time.

10 1233               Q.   Okay, so from my own summary of

11        all of the topics within all of the press releases

12        of Callidus on yield enhancements, Callidus

13        obtained approximately 300 million of yield

14        enhancements.  Would you say that is about correct?

15                    A.   Well, when you say 300 -- I don't

16        think that number is correct, first of all.  The

17        other is, are we talking realized or unrealized

18        yield enhancements?

19 1234               Q.   Well, they tried to be realized,

20        but in the end none of them were realized, probably

21        not one.  It is all about the game, right.

22                    A.   There were realized yield

23        enhancements, recognized.

24 1235               Q.   It is a little more interesting in

25        the second transcript.  Let me just finish up on
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 1        the first one.  My apologies, I didn't think I

 2        would be jumping on today.

 3                    On the National Bank, while we are on

 4        that topic, before I finish off on the National

 5        Bank, would you be able to provide, as they are

 6        relevant and they relate right to this case, would

 7        you be able to provide the National Bank reports

 8        relating to the 50 cent to $1.00 value of the yield

 9        enhancements?

10        U/A         MR. MOORE:  As I said before, I am not

11        going to debate that with you.  We'll take that

12        request for an undertaking under advisement.

13                    MR. BAUMANN:  Okay, so I'll take that

14        as a refusal, thank you.

15                    Okay, so Darla, if you can go to --

16                    MR. MOORE:  And that may be produced

17        already, but rather than debate that and take up

18        time debating that and several other things that

19        you kind of give evidence about as opposed to

20        asking questions, we'll take that request for an

21        undertaking under advisement.

22                    BY MR. BAUMANN:

23 1236               Q.   Well, we are going to number two

24        in a minute.  Mr. Glassman talks about why these

25        yield enhancements are so important, and so we need
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 1        to touch on it.

 2                    So, Darla, finishing up on page 10 on

 3        the second transcript, the second paragraph of page

 4        10.

 5                    MR. MOORE:  Can I just, in keeping with

 6        what Mr. Dearden suggested, when you say "the

 7        second transcript", can you just --

 8                    MR. BAUMANN:  Sorry, prior to going to

 9        the second transcript, we are still on the first

10        transcript, Q1.

11                    MR. MOORE:  All right, thank you.

12                    BY MR. BAUMANN:

13 1237               Q.   Q1, page 10, the second paragraph,

14        Mr. Glassman is boasting that we have got seven

15        loans in this quarter and we have three more in the

16        process.  That is 10.  And then when you read

17        further in this agreement, it turns into 13 to 14

18        loans that they have yield enhancements on.

19                    Would you be able to -- can you provide

20        the independent reports that Mr. Glassman talks

21        about relating to the yield enhancements?  Would

22        you disclose them?  Because they are not in your

23        Schedule A, B or C.  There is some 2017 stuff

24        referenced in your Schedule B, but there is nothing

25        relating -- cleverly, there is nothing related to
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 1        '16 in your Schedule B.  So basically you are

 2        withholding information and I think you know it, so

 3        I want it and I am going to be asking for it.

 4                    So I want all 14 independent reports

 5        from the third party, the third party evaluators

 6        relating to the 14 yield enhancements?

 7                    A.   So --

 8                    MR. MOORE:  Mr. Baumann, I am not going

 9        to take you up on those loaded comments and

10        self-serving comments.

11                    MR. BAUMANN:  They are not loaded and

12        they are not self-serving.

13                    MR. MOORE:  We'll take that request --

14                    MR. BAUMANN:  You can't bring a claim

15        of this nature and then expect nobody to ask you a

16        question.  We are trying to hold -- at least

17        attempt to hold you accountable.

18                    MR. MOORE:  Well, Mr. Baumann, okay, I

19        am not going to debate with you every time you make

20        some accusation about my client or about counsel

21        or --

22                    MR. BAUMANN:  It is not an accusation.

23        It is --

24        U/A         MR. MOORE:  Let me finish, sir, and I

25        will let you put your questions on the record.  I

307

330



Catalyst v West Face et al.  
James Riley on 10/27/2020 412

neesonsreporting.com
416.413.7755

 1        am simply not going to engage in a debate with you

 2        every time.  I will take that request for an

 3        undertaking under advisement, and it will be much

 4        quicker if we just do that every time rather than

 5        clutter up the record with these debates.  So let's

 6        move on.

 7                    BY MR. BAUMANN:

 8 1238               Q.   Okay, as I finish off on this, Mr.

 9        Riley, I want the 14 independent reports and I want

10        the reports from the National Bank relating to all

11        of the yield enhancements and I want Callidus's

12        material that went over to its auditor confirming

13        what they wanted them to evaluate for yield

14        enhancements.  We know what Mr. Moore's response to

15        that is, so --

16                    A.   And just so -- and I am not quite

17        sure I understand the question anymore, but what is

18        referred to there is a quarter of our portfolio is

19        getting yield enhancements above and beyond normal

20        term sheet.  Some of those would be -- I believe

21        all of those yield enhancements would be referenced

22        in the MD&A for the relevant period, so for the Q1

23        2016 MD&A.

24 1239               Q.   I can't match your MD&A with your

25        press releases and your PR.  None of it makes
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 1        sense.  None of it matches up.  So I asked, I want

 2        the 14 independent reports --

 3                    A.   I am surprised.

 4 1240               Q.   You know what I asked for.

 5        U/A         MR. MOORE:  Okay, let's not debate

 6        that, sir.  I have your undertaking request.  I am

 7        not going to get into line by line accusation after

 8        accusation.  You have requested the undertaking,

 9        and we have taken that under advisement.  And let's

10        move on to your next question.  And I would just

11        request that you --

12                    MR. BAUMANN:  Just to be clear, Mr.

13        Moore, and if you could please leave the room or

14        just please leave it to a refusal or to an

15        advisement.  I am questioning your client, not you.

16                    MR. MOORE:  I am trying to make this

17        move along, sir.  What is your next question?

18                    BY MR. BAUMANN:

19 1241               Q.   Darla, if you can go to the Q2

20        earnings call transcript.

21                    So, Mr. Boyer, do you believe the yield

22        enhancements were very important to Callidus?

23                    A.   You used the name Boyer.

24 1242               Q.   Sorry.  Mr. Riley.

25                    A.   That is fine.  I just don't want
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 1        to mess up the transcript.

 2 1243               Q.   Mr. Riley, do you believe the

 3        yield enhancements are unequivocally and undeniably

 4        a fundamental, ongoing, repeating part of the

 5        business for a company such as Callidus?

 6                    A.   Could you -- are you guiding me to

 7        a portion of this earnings call?

 8 1244               Q.   It basically says that within the

 9        first page -- or sorry, page 4 of the earnings call

10        transcript, and they were Mr. Glassman's words.  So

11        would you agree with him that they were fundamental

12        and undeniably --

13                    A.   I think I answered that question

14        this morning, so I want to be consistent, and I

15        think what I said was it is a fundamental part of

16        any lending business where you provide

17        accommodations, there will be fees.  How those fees

18        work depends on the nature of the yield -- of the

19        accommodation.

20 1245               Q.   I don't think you should speak for

21        all asset-backed lenders, Mr. Riley.  I can't find

22        any other one that loans funds for 18 to 20 percent

23        and purports to make 30 or 40.

24                    A.   I was not referring to

25        asset-backed lenders.  I was talking about lenders
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 1        generally.  Schedule 1 banks would also charge

 2        fees.

 3 1246               Q.   Okay, I just have one more

 4        question on the Q2 earnings call transcript, and I

 5        will be there in just a moment.  Hang on.

 6                    Darla, please go to page 9.

 7                    Okay, at about the middle of the page,

 8        the sentence starts with:

 9                         "That being said [...]"

10                    Do you see that?

11                    A.   Yes.  Could you please increase

12        the size?  I can't -- I am having trouble reading

13        it.  Thank you.

14                    "That being said [...]", okay, that

15        paragraph you want me to focus on is the one that

16        commences "That being said [...]"?

17 1247               Q.   Yes.

18                    A.   [Witness reviews document.]

19 1248               Q.   So basically what that says is if

20        Callidus, from a borrower's perspective, if

21        Callidus wants to take your business, they could

22        just rewrite your loan, revalue your equipment and

23        snatch you, which is what happened in my situation.

24        What does he mean in the third sentence where it

25        starts with:

311

334



Catalyst v West Face et al.  
James Riley on 10/27/2020 416

neesonsreporting.com
416.413.7755

 1                         "We will change the

 2                    requirements under the borrowing

 3                    base"?

 4                    You can't change the requirements under

 5        the borrowing base.  Either you agree to lend for a

 6        certain amount under certain terms or not.  What

 7        does he mean?  Can you perhaps speak on Mr.

 8        Glassman's behalf?  What does he mean by "change

 9        the requirements under the borrowing base"?

10                    A.   Well, I think that if the

11        collateral is reduced in value, we will reduce the

12        availability.  I don't think that -- I think that

13        is what he is saying.

14 1249               Q.   Okay.

15                    A.   If you have insufficient

16        collateral either because you don't have that

17        collateral or because of a decline in the value of

18        the collateral, we'll adjust the availability.  I

19        think that is what the loan agreement probably

20        says.

21 1250               Q.   What if it is receivables-based?

22        Why did Callidus not allow me access to my 3.2

23        million dollars of receivables when they were

24        top-tier oil companies and they could not obtain

25        the funds?  Callidus wouldn't cough them up to me.
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 1        The money was already in Callidus's account.

 2                    A.   I -- Kevin --

 3 1251               Q.   Yeah, the game is made, right.

 4                    A.   No, no --

 5                    MR. MOORE:  No, sir --

 6                    THE DEPONENT:  No, I am trying to

 7        answer the question.

 8                    MR. MOORE:  Stop with those

 9        interjections, okay.  You have got your view of

10        what happened.  My client disagrees with that view.

11        If you keep interjecting with this quasi-evidence

12        and allegations and accusations in every question

13        you ask, it makes the process unfortunately

14        impossible.

15                    So just ask your questions without

16        these accusations and assumptions bearing in,

17        please.

18                    BY MR. BAUMANN:

19 1252               Q.   Okay, we'll leave it at that, Mr.

20        Riley.  I know we are -- you know that I know your

21        business plan and you know that I made it.  I have

22        made you.  So --

23                    A.   Sorry, sorry, sorry, I don't

24        necessarily have to take this abuse, do I?

25                    MR. MOORE:  No, you don't.
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 1                    THE DEPONENT:  Okay.

 2                    MR. MOORE:  And we are not going to.

 3                    THE DEPONENT:  Okay.

 4                    MR. MOORE:  So ask your questions and

 5        stop with the accusations.

 6                    BY MR. BAUMANN:

 7 1253               Q.   Okay, Jaeme Gloyn, an analyst with

 8        the National Bank, he is asking Mr. Glassman on

 9        page 9 near the bottom, the third paragraph from

10        the bottom:

11                         "Okay.  Great.  Fair enough.

12                    Shifting gears to the yield

13                    enhancements and the CAD 32 million

14                    gain, can you just sort of elaborate

15                    on the size of the potential can,"

16                    being the size of the loan, "the

17                    size of the original loan that those

18                    warrants are associated with?

19                    What's the value of the

20                    shareholders' equity or percentage

21                    that [...] 32 million [...]" that

22                    Callidus gained, basically.

23                    What loan does that refer to?  What

24        loan is he referring to there, Mr. --

25                    A.   Horizontal.  Horizontal.
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 1 1254               Q.   Okay, so from my information,

 2        Horizontal blew up.  Callidus wrote off over 2

 3        million dollars relating to that loan.  How does

 4        Callidus take a 32 million dollar gain on a loan

 5        that blew up that they lost all of their money?

 6                    A.   The --

 7 1255               Q.   I am not trying to be argumentive,

 8        sir.  I am just asking --

 9                    A.   No, no, you have asked a couple of

10        questions, so let me see if I can answer them.

11        When you ask two questions at once, I want to make

12        sure I am not -- the 32 million I believe was taken

13        in income in that quarter, but then over time it

14        was reduced because of what was happening in

15        Venezuela.  You'll recall that Horizontal had

16        arrangements to drill for oil in Venezuela.

17                    The problem was, from our point of view

18        and from Horizontal's point of view, the risk of

19        nationalization when the equipment was sent to

20        Venezuela, and if it wasn't nationalized, whether

21        we could get paid -- whether they could get paid on

22        the contract.  Because they were paid in kind, so

23        they had to be able to get the oil out of the

24        pipeline and into a ship.

25                    So that loan, ultimately its demise was
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 1        because nobody could get satisfied that we could

 2        execute that contract in Venezuela, quite apart

 3        from the sanctions that were imposed over time for

 4        people -- that would prevent people doing business

 5        with Venezuela.

 6 1256               Q.   Okay, does the Horizontal

 7        contract, from your recollection and memory, Mr.

 8        Riley, correspond with the date timeline of when

 9        the contract was signed and when the sanctions came

10        in in Venezuela?

11                    A.   I'm sorry, I am not -- could you

12        ask that as a question, please?

13 1257               Q.   Does everything line up on the

14        timeline between the press release -- or sorry, the

15        earnings call comment, the contract for Horizontal

16        and the sanctions which came in in Venezuela?

17                    A.   I don't remember what --

18 1258               Q.   It is a legitimate -- it was a

19        legitimate yield enhancement at that time; correct?

20                    A.   Yes.  Well, yes, there had to be

21        agreement with the auditors for us to recognize

22        that in income.

23 1259               Q.   Yeah, okay, so the auditors would

24        have information on this; correct?

25                    A.   Yes, I mean, somewhere in their
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 1        files, I assume.

 2 1260               Q.   Can I get an undertaking, because

 3        nothing should be confidential between a public

 4        company and their auditor?  Can I receive an --

 5                    A.   We are not a public company

 6        anymore, and those documents --

 7 1261               Q.   Well, you were then, so --

 8                    A.   Those documents that --

 9 1262               Q.   I know the answer.  Mr. Moore

10        objects to it.  He'll take it under advisement, and

11        they won't give it.  So I'll be searching for it,

12        so leave it at that.

13                    On the last paragraph relating to page

14        9, so the poster child was in fact Horizontal

15        rather than Alken; correct?

16                    A.   Sorry, where do you see "poster

17        child"?

18 1263               Q.   The second sentence:

19                         "They are a poster child of how

20                    we can help and why we would want to

21                    help a company that first was in

22                    trouble and then figures out a way

23                    to get out of trouble."

24                    A.   Yes.

25 1264               Q.   So my business was not the poster
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 1        child.  It was in fact Horizontal, right?

 2                    MR. MOORE:  Well, you asked what was

 3        the 32 million dollar yield enhancement, what

 4        company was that associated with.  He has answered

 5        Horizontal.  My understanding is that answer has

 6        already been provided to you in Alberta since --

 7                    MR. BAUMANN:  Okay, got it.

 8                    MR. MOORE:  You have asked the question

 9        and you have got the answer.

10                    MR. BAUMANN:  We are moving on.  Bear

11        with me a minute, guys.  How much more time do we

12        have today?

13                    MR. MOORE:  Well, until 5 o'clock.

14        That is what we did yesterday.  Well, no, we

15        stopped a little before 5 o'clock yesterday, but we

16        still have another hour or so.

17                    BY MR. BAUMANN:

18 1265               Q.   Okay, good.  Just give me one

19        minute.

20                    Darla, can you take me to Mr. Riley's

21        responding motion record where he discusses me.

22                    A.   That is this, right?

23                    MR. DEARDEN:  I am not sure which one

24        it is.

25                    MR. BAUMANN:  It would be within your
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 1        sworn affidavit, yeah.

 2                    MS. RATHWELL:  What number is that?

 3                    MR. BAUMANN:  Just give me one second,

 4        sorry.

 5                    MS. RATHWELL:  It is on the index.

 6                    MR. BAUMANN:  Yes, I'm looking.

 7                    MS. RATHWELL:  Is it number 14,

 8        confidential affidavit of Jim Riley?

 9                    MR. BAUMANN:  Yes, and there is the

10        other one right below it, the conspiracy one.  It

11        is within the conspiracy, 15, sorry.  Thanks,

12        Darla.

13                    MR. DEARDEN:  Mr. Baumann, can we see a

14        little more of the front page to know?  A little

15        more, Darla.  There would be a title or something

16        as to what that document is.  Darla, can you keep

17        scrolling down, please?  No, that's too far.  That

18        would be Mr. Baumann's document.  Keep going.

19                    THE DEPONENT:  So that is this one.

20        That is the main action anti-SLAPP.

21                    MR. BAUMANN:  Okay, stop right there.

22        The conspirators, Darla, you know, where it

23        discusses me, it should be around page 41.

24                    MR. DEARDEN:  So just for the record

25        now, Mr. Baumann, that would be Mr. Riley's
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 1        affidavit sworn on May 29, 2020, that primarily

 2        relates to the conspiracy action, and you are

 3        taking us to page 41.

 4                    BY MR. BAUMANN:

 5 1266               Q.   That's correct.  I just wanted to

 6        touch on what I am accused of, just so I am

 7        familiar with it and where we are coming from and

 8        discuss -- I have a couple questions on it.

 9                    Okay, there we are.  Okay, 75, I am

10        just going to clear up a few errors in there.  75,

11        I am the President of Alken Basin Drilling, not

12        was, but that is a technicality.  Keep scrolling

13        up, Darla.  And that transpired when I reactivated

14        Alken.

15                    Stop there, Darla.

16                    Number 76, Mr. Riley, you are aware of

17        what happened in this situation.  Can you explain

18        what you are saying in number 76?

19                    A.   You had diverted funds from Alken

20        Basin into a new bank account with I believe the

21        Royal Bank of Canada when you were obliged to

22        deposit all receivables into the lock box.

23 1267               Q.   Yes, that's correct, you know, at

24        a time I was into a loan where my lender was

25        obliged to loan receivables, which they were not
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 1        prepared to because they had a different game, but

 2        that is my opinion.

 3                    Relating to that, just to be clear, I

 4        informed Mr. Sinclair, it wasn't found.  I informed

 5        Sinclair, Listen, you guys --

 6                    MR. DEARDEN:  Mr. Baumann, it is Rick

 7        Dearden here.  I know you are a self-rep and we are

 8        trying to give you a lot of leeway, but you are not

 9        allowed to be putting evidence in the record, sir.

10                    BY MR. BAUMANN:

11 1268               Q.   Okay, good, let's leave it there,

12        okay.

13                    Callidus, two years after this event,

14        Mr. Riley, and I believe because I brought a

15        complaint to the RCMP Commercial Crimes in Alberta

16        on a recommendation --

17                    MR. DEARDEN:  That would be called

18        evidence, Mr. Baumann, that you are not allowed to

19        do when you are asking questions on cross.

20                    BY MR. BAUMANN:

21 1269               Q.   Okay, I'll stick to it.

22                    Callidus brought a police report

23        against me with the RCMP relating to this opening

24        of a bank account and supposedly diverting funds.

25        Did you have anything to do with this, Mr. Riley?
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 1                    A.   I was involved in that.

 2 1270               Q.   So being that was two years later,

 3        Mr. Riley, was that in retaliation of my submission

 4        lodged with the RCMP Commercial Crimes or did you

 5        just get around to it two years later?

 6                    A.   We got around to it two years

 7        later.

 8 1271               Q.   Okay, did you receive any comeback

 9        from the RCMP relating to that?

10                    A.   Not that I am currently aware of.

11 1272               Q.   Did your investigator out of

12        Edmonton receive anything that he informed you of

13        or not?

14                    A.   I would have to go back and

15        confirm with him what the state of affairs were.

16 1273               Q.   Can you do that, please, and

17        provide me a copy of the file?

18        U/A         MR. MOORE:  We'll take that under

19        advisement.

20                    BY MR. BAUMANN:

21 1274               Q.   Thank you, Mr. Moore.

22                    Okay, number 77.  What is your

23        understanding of where the litigation is amongst

24        Callidus and I as far as an ongoing proceeding?

25                    A.   I actually don't have the current
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 1        status of all of that.  I would have to check with

 2        Mr. DiPucchio and the firms in Alberta.

 3 1275               Q.   Okay.  So you were in Calgary and

 4        you were questioned, and you obviously would agree

 5        that we beat a summary judgment attempt and an

 6        appeal right directly from the bench?

 7                    A.   You broke up a little bit.

 8        What --

 9 1276               Q.   You would agree that I beat

10        Callidus's summary judgment attempt and appeal

11        directly from the bench relating to the Alberta

12        matter?

13                    A.   As I recall, it was rather than

14        giving summary judgment, it was directed over for

15        trial.

16 1277               Q.   Yes, okay.  So within number 77

17        you have an Exhibit 24.  Can you tell me, Mr.

18        Riley, why Exhibit 24 appears to be selected when I

19        filed and received consent from the court to file

20        an Amended Defence and Counterclaim and an Amended

21        Counterclaim in the Alberta action, yet Exhibit 24

22        is a copy of the initial -- my initial defence in

23        the matter prepared by Norton Rose and filed by

24        Norton Rose way back when our issues in Alberta

25        first arose?
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 1                    A.   Sorry, is that a question?

 2 1278               Q.   Yes, why would you include as

 3        Exhibit 24 a Statement of Defence that is so dated

 4        when there is two other Statements of Defence that

 5        the court should be abreast of that are not there?

 6        It is actually a Norton Rose prepared, acting as

 7        counsel, defence?  Whose call was that?

 8                    A.   I can't recall why we selected

 9        this document as being the best one to file.  It

10        was representative I think of what we were stating

11        as defences, because I think part of our case is

12        the similarity in the different -- or the

13        similarity between and among you, Mr. McFarlane,

14        and Levitt and Molyneux.

15 1279               Q.   Darla, can you take me to my

16        Amended Defence and Counterclaim in Alberta.  One

17        of them is 19.  There is an Amended Statement of

18        Defence and there is an Amended Statement of

19        Defence and Counterclaim.

20                    MS. RATHWELL:  Number 19.

21                    BY MR. BAUMANN:

22 1280               Q.   19, and there should be one more

23        Amended Statement of Defence and Counterclaim.

24        Number 6.  So 6 and 19 within this little rinky

25        index I have.
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 1                    I don't want to waste any more time,

 2        Mr. Riley.  I know you have obviously seen this.

 3        You were questioned relating to it in Calgary.  So

 4        I would just ask that you please become familiar

 5        with it in the future.  I find it very --

 6                    MR. DEARDEN:  What is the date of your

 7        Amended Statement of Defence and Counterclaim

 8        filed?

 9                    MR. BAUMANN:  Darla, back up.  January

10        '18.

11                    MR. DEARDEN:  January 19, 2018, Court

12        of Queen's Bench, Alberta, okay.

13                    BY MR. BAUMANN:

14 1281               Q.   Yes, and then there is the other

15        one.

16                    A.   And was this -- was I examined in

17        connection with this particular -- is this the

18        action that I was examined by Mr. Bodnar?

19 1282               Q.   This is the action you were

20        examined by Mr. Bodnar relating to Callidus's

21        summary attempt.  Here is my Statement of Defence

22        and Counterclaim which was advanced to the court.

23        You guys had it.  Callidus had it.  Your counsel

24        had it.  You had it.

25                    I just wondered if you had any answers
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 1        as to why the Norton Rose original statement, which

 2        I believe my grandson could have done a better job

 3        preparing, was advanced to the court when we had

 4        far better material?

 5                    A.   How old is your grandson?

 6 1283               Q.   He is very young.  He is about 12.

 7        And you know, for the record, after -- we are not

 8        going to get into any evidence here, but after it

 9        was filed, I was informed there was a conflict, so

10        they were turfed.

11                    So anyways, that is it.  Can you put

12        them in as exhibits, my Amended Statement of

13        Defence and Counterclaim and Amended Defence in

14        Alberta, two separate documents.

15                    MR. DEARDEN:  So.  Mr. Baumann, you

16        need to identify what I think he said was document

17        number 6 that Darla has, and that is the Amended

18        Statement of Defence and Counterclaim, what date is

19        that and --

20                    MR. BAUMANN:  Yeah, Darla, can you

21        bring it up, please.  So let's identify the date of

22        both of them, and keep track to make sure that

23        Deana please gets it.

24                    MR. DEARDEN:  Sorry, Mr. Baumann, is

25        that what you were trying to plead when Justice
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 1        Hainey --

 2                    MR. BAUMANN:  Oh, sorry, we included

 3        the wrong one within here, Mr. Moore, you are

 4        right.  Thanks for catching that and --

 5                    MS. RATHWELL:  It is the document --

 6                    MR. BAUMANN:  Yeah, the other is the

 7        Statement of Defence in Alberta.

 8                    THE DEPONENT:  Can we go back up,

 9        please?

10                    MR. MOORE:  Can we go back to the first

11        page?

12                    MR. BAUMANN:  Go back to the previous

13        document on the January one?

14                    MR. MOORE:  No, this document.

15                    THE DEPONENT:  Just the first page of

16        this document, please.

17                    MR. MOORE:  This document.

18                    MR. DEARDEN:  Darla, can you just move

19        it up, please.

20                    MR. BAUMANN:  Yeah, the counterclaim

21        was obviously --

22                    MS. RATHWELL:  On Exhibit 19?

23                    MR. DEARDEN:  No, the one that is on

24        the screen now.  Can you just give us the first

25        page, please.
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 1                    MS. RATHWELL:  Exhibit 6?

 2                    MR. DEARDEN:  Yes, you have it up.

 3        Yes, document 6, the Amended Statement of Defence

 4        and Counterclaim.  I just need to see page 1.  We

 5        are looking at page 2.

 6                    Yes.

 7                    MR. BAUMANN:  Yeah, sorry, that is --

 8                    MS. RATHWELL:  That is not the Alberta

 9        one.

10                    MR. BAUMANN:  No, that is the Ontario

11        one, Darla.  That is what we are trying to get in,

12        but we couldn't because of the anti-SLAPP being in

13        play.  For now it is not.

14                    MR. DEARDEN:  So that won't be in

15        Exhibit 4.  That is the wrong document.

16                    MR. BAUMANN:  That's right.  Would you

17        be okay, Mr. Moore, if Darla just flipped to you

18        the correct one?

19                    MR. MOORE:  Sure, whatever you need to

20        do to properly identify your area of questions is

21        fine.

22                    MR. BAUMANN:  Yes.

23                    MR. DEARDEN:  Sorry, Deana, I just want

24        to put on record because my statement didn't get

25        totally recorded there.  I was just saying that the
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 1        Amended Statement of Defence and Counterclaim from

 2        the Ontario Superior Court, which was I believe

 3        document number 6 that Mr. Baumann was referring

 4        Darla to, is not going to be part of Exhibit No. 4

 5        when we are finished with all the documents that

 6        will be referenced by Mr. Baumann.

 7                    MS. RATHWELL:  It should be Exhibit

 8        number 20, I believe.  Yes, 20.

 9                    MR. BAUMANN:  Okay, bring -- there you

10        go.  There is the other one.  There, you have got

11        two.  One is the Amended Statement of Defence and

12        Counterclaim, and the other one is an Amended

13        Counterclaim.  So there is the two documents right

14        there.

15                    MR. DEARDEN:  And the Amended

16        Counterclaim is January 9, 2018.

17                    MR. BAUMANN:  That's correct.

18                    MR. MOORE:  Okay.

19                    BY MR. BAUMANN:

20 1284               Q.   So do you recall ever seeing

21        these, Mr. Riley?

22                    A.   I am sure I have seen them, but I

23        don't recall it.

24 1285               Q.   Yeah.  So those are -- either one

25        would have worked for being an inclusion for your
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 1        exhibit to have replaced the Norton Rose one, but

 2        so be it.  And just it gives a little more context

 3        to the relationship.

 4                    We are getting pretty close to

 5        finishing up.  If you give me a few minutes of

 6        silence, I am just going to go through the last of

 7        my questions, and maybe bring a couple more and

 8        then we are done, if that is all right with you

 9        guys.

10                    MR. MOORE:  That is fine.

11                    BY MR. BAUMANN:

12 1286               Q.   A few items, Mr. Riley, and we'll

13        finish up so you can get out of there.

14                    Scott Sinclair, when did you first meet

15        Scott Sinclair?

16                    A.   He was acting for a borrower,

17        Beresford Box.  He was acting for them in arranging

18        for a sale of Beresford Box that was to pay us out.

19        So he was on the other side as it were.

20 1287               Q.   Okay, and what year would that

21        have been, roughly?

22                    A.   2014, 2015, somewhere in that

23        vicinity.

24 1288               Q.   Okay, so he would have been

25        involved in how many companies that Callidus

330

353



Catalyst v West Face et al.  
James Riley on 10/27/2020 435

neesonsreporting.com
416.413.7755

 1        financed?

 2                    A.   I do not know.  I do not know how

 3        many he acted on.  He acted on yours, and I don't

 4        know what other ones he may have acted on.

 5 1289               Q.   So you are familiar with your

 6        former associate Mr. Boyer actually with which

 7        Callidus had some issues.

 8                    A.   Yes.

 9 1290               Q.   Were you aware that Mr. Boyer

10        recommended and actually in fact insisted that

11        Sinclair be involved in Alken, to approve funding

12        or no funding would be coming to Alken?

13                    A.   I think at that point we put

14        forward several names for your consideration

15        because we wanted someone who was hired by Alken

16        that could oversee what was happening.

17 1291               Q.   Well, my information says

18        otherwise, but were you --

19                    A.   You were provided with several

20        names.

21 1292               Q.   Never.  Was that in print, email,

22        print?

23                    A.   Sorry, you --

24                    MR. DEARDEN:  Was that by email or --

25                    BY MR. BAUMANN:
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 1 1293               Q.   Was that by email notification or

 2        letter?

 3                    A.   I would have to go back and look

 4        at the file, but I know that that was the case.

 5 1294               Q.   Would you mind doing that, please?

 6        U/A         MR. MOORE:  We'll take that under

 7        advisement.

 8                    BY MR. BAUMANN:

 9 1295               Q.   Okay.  Relating to Sinclair, were

10        you aware that he had a securities conviction

11        basically for I guess you could call it

12        misrepresentation, fraud or whatever, were you

13        aware that he had that issue with the OSC prior to

14        him being advanced to my company by Boyer?

15        R/F         MR. MOORE:  Don't answer the question.

16        I believe you raised that in the Alberta

17        proceedings somewhere, and in any event, it is

18        connected to the counterclaim that was up on the

19        screen before that you wanted to amend but hasn't

20        been amended.

21                    BY MR. BAUMANN:

22 1296               Q.   We are going to finish off with

23        yield enhancements.  They seem to be the big

24        mystery here, Mr. Boyer -- or sorry, Mr. Riley.

25        The only information in your firm's disclosure is
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 1        some stuff in Schedule B with a date of 2017,

 2        nothing relating to '16 which is referenced in the

 3        two earnings transcripts being Q1 and Q2.

 4                    Can you explain why there is such

 5        limited information between yield enhancements when

 6        Mr. Glassman states they were unequivocally and

 7        undeniably a major part of the business?  Is that

 8        just by chance that there is no information, or is

 9        it the secret sauce that has been hiding?  Just

10        where is it?

11                    MR. MOORE:  We produced in Schedule A

12        what we believe to be the relevant documents.  If

13        there is any additional documents to be produced,

14        we'll let you know.

15                    MR. BAUMANN:  Okay, there is not

16        enough -- there is nothing basically in Schedule A,

17        so I'll be searching for that and I guess I'll have

18        some applications myself.

19                    So can I just get some confirmations

20        that my rights will be protected and I will be

21        notified relating to the privilege issue, because I

22        plan on advancing some applications as far as, you

23        know, the information I need relating to this case

24        that is being ignored on the dozens of requests I

25        have sent and whatnot.
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 1                    MR. MOORE:  Well, without addressing

 2        some of those editorial comments, I think you have

 3        been apprised of what dates have been set for

 4        privilege motions.  To the extent further privilege

 5        motions are brought, presumably you'll be advised

 6        of those dates.  And if you have any legitimate

 7        interest in participating, certainly you'll be

 8        allowed to do so.

 9                    MR. BAUMANN:  Okay, great, I definitely

10        have a legitimate interest.

11                    Just to close up --

12                    MR. DEARDEN:  Well, Mr. Baumann, right

13        now there is dates before Justice Boswell on

14        December 1 to 3 on a very unique set of privilege

15        issues, and December 15 is a confidential source

16        privilege motion, and after it is completed, then

17        we have Justice McEwen available for December 16th

18        as well to deal with privilege and refusals

19        motions.

20                    So those are the only dates set so far.

21                    MR. BAUMANN:  Okay, I'll take them up.

22                    I think that's about it.  There is not

23        much else I can receive here.  So thanks for your

24        time, and Deana, I have watched throughout and you

25        have done a great job.  Thank you very much.
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 1

 2        -- Adjourned at 4:15 p.m.
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 1                       REPORTER'S CERTIFICATE

 2

 3                        I, Deana SANTEDICOLA, RPR, CRR,

 4        CSR, Certified Shorthand Reporter, certify:

 5                        That the foregoing proceedings were

 6        taken before me at the time and place therein set

 7        forth, at which time the witness was put under oath

 8        by me;

 9                        That the testimony of the witness

10        and all objections made at the time of the

11        examination were recorded stenographically by me

12        and were thereafter transcribed;

13                        That the foregoing is a true and

14        correct transcript of my shorthand notes so taken.

15

16

17

18                    Dated this 31st day of October, 2020.

19

20

21

22                    ___________________________________

23                    NEESONS, A VERITEXT COMPANY

24                    PER:   Deana SANTEDICOLA, RPR, CRR, CSR
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Court File No. CV-17-587463-00CL 
 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 
 

B E T W E E N: 
 

THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL 
CORPORATION 

Plaintiffs 
 

and 
 

WEST FACE CAPITAL INC., GREGORY BOLAND, M5V ADVISORS INC. 
C.O.B. ANSON GROUP CANADA, ADMIRALTY ADVISORS LLC, 

FRIGATE VENTURES LP, ANSON INVESTMENTS LP, ANSON CAPITAL 
LP, ANSON INVESTMENTS MASTER FUND LP, AIMF GP, ANSON 
CATALYST MASTER FUND LP, ACF GP, MOEZ KASSAM, ADAM 

SPEARS, SUNNY PURI, CLARITYSPRING INC., NATHAN ANDERSON, 
BRUCE LANGSTAFF, ROB COPELAND, KEVIN BAUMANN, JEFFREY 

MCFARLANE, DARRYL LEVITT, RICHARD MOLYNEUX, GERALD 
DUHAMEL, GEORGE WESLEY VOORHEIS, BRUCE LIVESEY and JOHN 

DOES #4-10 
Defendants 

 
and 

 
CANACCORD GENUITY CORP. 

Third Party 
 
 

A N D  B E T W E E N: 
 

WEST FACE CAPITAL INC. and GREGORY BOLAND 
Plaintiffs by Counterclaim 

 
and 

 
THE CATALYST CAPITAL GROUP INC., CALLIDUS CAPITAL 

CORPORATION, NEWTON GLASSMAN, GABRIEL DE ALBA, JAMES 
RILEY, VIRGINIA JAMIESON, EMMANUEL ROSEN, B.C. STRATEGY 
LTD. D/B/A BLACK CUBE, B.C. STRATEGY UK LTD. D/B/A BLACK 

CUBE and INVOP LTD. D/B/A PSY GROUP 
Defendants to the Counterclaim 
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A N D  B E T W E E N: 
 

BRUCE LANGSTAFF 
Plaintiff by Counterclaim 

 
and 

 
THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL CORPORATION 

Defendants to the Counterclaim 
 

UNDERTAKINGS, QUESTIONS TAKEN UNDER ADVISEMENT, AND REFUSALS 

given at the Cross-Examination of James Riley held on October 27, 2020  

(cross-examination by Kevin Baumann) 
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UNDERTAKINGS, QUESTIONS TAKEN UNDER ADVISEMENT, AND REFUSALS 
given at the Cross-Examination of James Riley held on October 27, 2020  

(cross-examination by Kevin Baumann) 

Table 1: From the Cross-Examination of James Riley held on Tuesday, October 27, 2020 

No. Issues and Their 
Relevance to the 
Motion or Affidavits 

Page(s) Question(s) Specific Question and Records 
Requested 

Answer or Precise Basis for 
Refusal 

Disposition by the 
Court 

 
 Refusal given on the examination of James Riley, held October 27, 2020 380:4, 383:10, 397:2, 436:15 
 

 

1 .Mr Moore’s refusal was 
on the basis that he 
didn’t believe Mr Riley 
said Callidus was 
winding down. And Mr. 
Riley said he couldn’t 
remember what he said. 

380 1184 
 

Okay, can you give me an 
 undertaking as to what has transpired 
relating to the privatizing -- or sorry, 
the winding down of Callidus?  
What assets remain in Callidus? The 
wind down and new entity Frontwell 
partners is further confirmed in the 
questioning of Mr. Riley by Nathan 
Anderson’s counsel Mr. Lucas lung on 
this same days transcript Oct 27 page 
269 line 11,12, 13. 
 

  

2 We are here to have a 
cross-examination on the 
SLAPP motions. 
I am not going to go 
through all of these 
points because it will just 
take up too much time 
and debate on this cross-
examination, and I don't 
want to interfere with 
your ability to ask 
relevant questions, but I 

383 1187 So this is information that relates 
directly to my case, and I believe all 
the cases, and can I get an undertaking 
from you, Mr. Riley, to produce the 
information referenced in the five 
different topics?  
 
To utilize the time Baumann put a 
previous email dated October 23, 2020 
to Riley and Callidus counsel 
requesting records and information 
relating to 5 topics.  
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will just make this 
observation as an 
example. The first 
document referred to 
involves in CRO Sinclair 
and other parties, and he 
is one of the parties who 
you wanted to enjoin in 
your amended 
counterclaim that Justice 
Hainey said could 
not be brought forward at 
this time. And so we 
don't agree that all these 
records are relevant or 
material to the SLAPP 
motions, and so we are 
not going to give that 
undertaking. 

1. There is not one record relating to 
the conduct and communications 
between the plaintiffs and their CRO 
Sinclair 
and other parties , this is blatantly 
relevant as Sinclair’s conduct resulted 
in Callidus’ unsuccessful summary 
attempt 
and appeal in Alberta . 
2. There is no disclosure relating to 
your clients false police report against 
me to the Blackfalds RCMP. This 
mischievous move was brought two 
years after your client oppressed Alken 
by denying its own substantial 
receivables funds being held by your 
client without even an explanation . 
3. As demanded before , Mr Glassman 
bragged in his own public in print 
earnings transcript documents of at 
least 14 loans with yield enhancement 
on , that and other statements within 
the transcripts flow to 14 yield 
enhancement agreements, 14 third 
party reports and 14 requests from 
Callidus to its auditor KPMG to 
evaluate and include the 
values within Callidus’ financials or at 
the least review as Glassman stated . 
4. From the limited disclosure received 
there are some email communications 
between Callidus and the OSC . There 
is obvious selective disclosure being 
played as there is no disclosure 
between the plaintiffs and the OSC 
which resulted in sanctions against 
Callidus, which Glassman refers to as 
recommendations . 
5. Considering Mr Boyer was an 
account manager for most of the 
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borrowers which are named in the 
action , and Callidus has sued Mr 
Boyer for fraud or misrepresentation, 
communications between the plaintiffs 
and Boyer relating to borrowers is 
relevant and required . 
 

3 R/F MR. MOORE: No, 
we are not going to make 
that inquiry. 
MR. BAUMANN: Well, 
he was a contractor. Why 
not? 
MR. MOORE: Well, if 
you sought to add 
him in the counterclaim 
and -- again, I don't want 
to clutter up the record 
unduly, but no, we are 
not going to make that 
inquiry 

397 1212 And also can you find out if Scott 
Sinclair signed one on behalf of him 
and his company Sinclair Range? 
 
 

Baumann is seeking confirmation 
whether CRO Sinclair or his Company 
did or did not sign a Code of Conduct 
and Ethics document. 

  

4 R/F MR. MOORE: Don't 
answer the question. I 
believe you raised that in 
the Alberta proceedings 
somewhere, and in any 
event, it is 
connected to the 
counterclaim that was up 
on the screen before that 
you wanted to amend but 
hasn't been amended. 

 

 

436 1295 Okay. Relating to Sinclair, were 
you aware that he had a securities 
conviction basically for I guess you 
could call it misrepresentation, fraud or 
whatever, were you aware that he had 
that issue with the OSC prior to him 
being advanced to my company by 
Boyer? 
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 Under Advisement given on the examination of James Riley, held October 27, 2020 388:15, 393:17, 396:21, 402:1, 409:10, 411:24, 413:5, 426:18, 436:6 
 

 

5 U/A MR. MOORE: 
We'll take that question 
under advisement. As I 
said - and I don't want to 
keep repeating myself, I 
want to let you get on 
with your questions, that 
is what I am inviting you 
to do - my understanding 
and recollection is that, 
in common with many of 
the loan arrangements 
involving Callidus, there 
is more than one 
document that borrowers 
or prospective borrowers 
signed. 
 

388 1190 Okay, well, anyways, this document is 
the basis for all other documents, 
which would have been the share 
hypothecation and everything 
else that went behind it, so we'll leave 
it at that. 
This document is what led to any other 
2 agreements, i.e., share hypothecation 
agreements, 
powers of attorney and any other 
agreements with Callidus, so this is the 
main document. 
So for the record, contrary to what Mr. 
Riley said this morning, there is no 
confidentiality relating to this 
agreement, at least this agreement. 
Would you agree with that, Mr. Riley, 
or no?  
 
Baumann requested Riley to respond 
whether there was or was not  a 
confidentiality agreement within the 
credit agreement.  

  

6 U/A MR. MOORE: 
We'll take that under 
advisement. I mean, 
aren't these types of 
questions matters that all 
arose in the Alberta 
proceedings? 
 

 

393 1204 Yes, did you ever ask or did anyone 
within Callidus ever ask Alken to top 
up its loan? Because Callidus did chop 
the appraisal down on a Friday 
afternoon, seeing half the equipment 
come up with an appraisal for half the 
price and debited my account for 
$50,000. 
Did you ever -- do you have any 
records that Alken was ever asked to 
top up the loan? 
 A. It is not a top-up. You have to 
10 pay down principal. 
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1205 Q. Yeah, pay down. Pay down, 
top up, the same thing, yeah. 
 A. But I wouldn't have that record 
here. 
 1206 Q. Okay, can you undertake to 
try and find that? 

7 U/A MR. MOORE: 
We'll take that under 
advisement. 
 

396 1208 Okay. So within here, all 
management, all representatives of the 
company, all subcontractors have to 
sign these code of 
conducts...[inaudible.] 
A. [Inaudible]...I don't think it was 
signed. I think it was...[inaudible.] 
BY MR. BAUMANN: 
1209 Q. Yes, near the bottom of it, 
there is a spot for every party to sign 
within this document, right down there. 
A. Yes, I see that. 
1210 Q. So that basically it is a sign-off 
that everybody that represents Callidus 
works for them, and in essence, the 
document says you are supposed to act 
ethical and treat parties honestly and 
fairly and everyone is to sign it. Did 
you sign one of them on behalf of 
yourself or for Callidus? 
A. I do not recall. 
1211 Q. Can you undertake to find out 
if you did sign it? 
 
Baumann is seeking confirmation 
whether Riley did or did not sign a 
Code of Conduct and Ethics document. 

  

8 MR. MOORE: Well, the 
premise of your question 
is that there was some 
departure from what 
you say was undertaken 
in the prospectus. Now, I 

402 1218 Okay, good, so anyways, I reached out 
in October or November. Actually, it 
was in November, I believe, or the last 
few days of October, 15, just basically 
saying, Hey, where is the code of 
conduct? No return from them, no 
communication other than a few days 
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am not sure that that is 
correct, but assuming the 
prospectus did contain an 
undertaking to file a code 
of conduct, one was 
filed. So I -- 
MR. BAUMANN: So – 
U/A MR. MOORE: I 
have a problem with the 
underlying premise of 
your question, so I'll take 
the request -- and I'll do 
this generally so that 
we can avoid debates. I'll 
take that request for an 
undertaking under 
advisement. We likely 
won't agree to it, but I'll 
take that under 
advisement. And when 
you ask for undertakings, 
I'll do the same thing to 
try and cut down on the 
back and forth on the 
transcript. 
BY MR. BAUMANN: 
1220 Q. Okay. I don't 
expect I would be getting 
much more from you 
guys, but we are going to 
continue going. 

later Callidus filed a Code of Conduct 
and Ethics. So when I read the Code of 
Conduct and Ethics, it contradicts all of 
the treatment I have received from 
Callidus and Catalyst. That is my 
opinion. I guess that will be proven in 
Court. But why was the Code of 
Conduct and Ethics not filed at 
CEDAR, as promised within the 
prospectus? 
A. I do not know.  
1219 Q. Can I receive an undertaking 
for you to do some digging as to find 
out why? 
 
 
Baumann is seeking, was not filed with 
SEDAR as purported within Callidus 
prospectus.  

9 U/A MR. MOORE: As I 
said before, I am not 
going to debate that with 
you. We'll take that 
request for an 
undertaking under 
advisement. 

409 1235 It is a little more interesting in 
the second transcript. Let me just finish 
up on the first one. My apologies, I 
didn't think I would be jumping on 
today. 
On the National Bank, while we are on 
that topic, before I finish off on the 
National Bank, would you be able to 
provide, as they are relevant and they 
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relate right to this case, would you be 
able to provide the National Bank 
reports relating to the 50 cent to $1.00 
value of the yield enhancements? 
 

10 U/A MR. MOORE: Let 
me finish, sir, and I 
will let you put your 
questions on the record. I 
am simply not going to 
engage in a debate with 
you every time. I will 
take that request for an 
undertaking under 
advisement, and it will 
be much quicker if we 
just do that every time 
rather than clutter up the 
record with these 
debates. So let's move 
on. 
 
 

411 1237 Q1, page 10, the second paragraph, Mr. 
Glassman is boasting that we have got 
seven loans in this quarter and we have 
three more in the process. That is 10. 
And then when you read 
further in this agreement, it turns into 
13 to 14 loans that they have yield 
enhancements on. 
Would you be able to -- can you 
provide the independent reports that 
Mr. Glassman talks about relating to 
the yield enhancements? Would you 
disclose them? Because they are not in 
your Schedule A, B or C. There is 
some 2017 stuff referenced in your 
Schedule B, but there is nothing 
relating -- cleverly, there is nothing 
related to '16 in your Schedule B. So 
basically you are withholding 
information and I think you know it, so 
I want it and I am going to be asking 
for it. 
So I want all 14 independent reports 
from the third party, the third party 
evaluators relating to the 14 yield 
enhancements? 
 A. So -- 
MR. MOORE: Mr. Baumann, I am not 
going to take you up on those loaded 
comments and self-serving comments. 
MR. BAUMANN: They are not loaded 
and they are not self-serving. MR. 
MOORE: We'll take that request – 
MR. BAUMANN: You can't bring a 
claim of this nature and then expect 
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nobody to ask you a question. We are 
trying to hold -- at least attempt to hold 
you accountable. 
MR. MOORE: Well, Mr. Baumann, 
okay, I am not going to debate with 
you every time you make some 
accusation about my client or about 
counsel or -- 
MR. BAUMANN: It is not an 
accusation. 
 
Baumann is seeking the independent 
reports Glassman spoke of within 
Callidus’ public earnings call 
transcripts. 
 

11 U/A MR. MOORE: 
Okay, let's not debate 
that, sir. I have your 
undertaking request. I am 
not going to get into line 
by line accusation after 
accusation. You have 
requested the 
undertaking, and we 
have taken that under 
advisement. And let's 
move on to your next 
question. And I would 
just request that you -- 
 
 

413 1238 Okay, as I finish off on this, Mr. 
Riley, I want the 14 independent 
reports and I want the reports from the 
National Bank relating to all of the 
yield enhancements and I want 
Callidus's material that went over to its 
auditor confirming what they wanted 
them to evaluate for yield 
enhancements. We know what Mr. 
Moore's response to that is, so -- 
A. And just so -- and I am not quite 
sure I understand the question 
anymore, but what is 
referred to there is a quarter of our 
portfolio is getting yield enhancements 
above and beyond normal term sheet. 
Some of those would be -- I believe all 
of those yield enhancements would be 
referenced in the MD&A for the 
relevant period, so for the Q1 2016 
MD&A. 
1239  I can't match your MD&A with 
your   press releases and your PR. 
None of it makes 
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sense. None of it matches up. So I 
asked, I want the 14 independent 
reports – 
A. I am surprised. 
1240 Q. You know what I asked for. 
 

Baumann is seeking this information as 
it is not clear in Callidus’ MD&A. 

12 U/A MR. MOORE: 
We'll take that under 
advisement 
 

426 1271 Okay, did you receive any comeback 
from the RCMP relating to that? 
A. Not that I am currently aware of. 
1272 Q. Did your investigator out of 
Edmonton receive anything that he 
informed you of or not? 
A. I would have to go back and 
confirm with him what the state of 
affairs were.  
1273 Q. Can you do that, please, and 
provide me a copy of the file? 
 

  

13 U/A MR. MOORE: 
We'll take that under 
advisement. 
 

436 1286 A few items, Mr. Riley, and we'll finish 
up so you can get out of there. Scott 
Sinclair, when did you first meet Scott 
Sinclair? 
A. He was acting for a borrower, 
Beresford Box. He was acting for them 
in arranging for a sale of Beresford 
Box that was to pay us out. So he was 
on the other side as it were. 
1287 Q. Okay, and what year would 
that have been, roughly? 
A. 2014, 2015, somewhere in that 
vicinity. 
1288 Q. Okay, so he would have been 
involved in how many companies that 
Callidus 
financed? 
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A. I do not know. I do not know how 
many he acted on. He acted on yours, 
and I don't know what other ones he 
may have acted on. 
1289 Q. So you are familiar with your 
former associate Mr. Boyer actually 
with which Callidus had some issues. 
A. Yes. 
1290 Q. Were you aware that Mr. 
Boyer recommended and actually in 
fact insisted that 
Sinclair be involved in Alken, to 
approve funding 
or no funding would be coming to 
Alken? 
A. I think at that point we put 
forward several names for your 
consideration because we wanted 
someone who was hired by Alken that 
could oversee what was happening. 
1291 Q. Well, my information says 
otherwise, but were you -- 
A. You were provided with several 
names. 
1292 Q. Never. Was that in print, 
email, print? 
A. Sorry, you -- 
MR. DEARDEN: Was that by email or 
-- 
BY MR. BAUMANN: 
1293 Q. Was that by email notification 
or letter? 
A. I would have to go back and look at 
the file, but I know that that was the 
case. 
1294 Q. Would you mind doing that, 
please? 
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From: Kevin Baumann <pekiskokb@gmail.com> 
Date: October 23, 2020 at 7:21:46 PM MDT 
To: David Moore <david@moorebarristers.ca> 
Cc: "Thomson, Kent" <KentThomson@dwpv.com>, "Milne-Smith, Matthew" <MMilne-Smith@dwpv.com>, 
"O'Sullivan, Maura" <mosullivan@dwpv.com>, "Devin@mathersmchenryandco.com" 
<Devin@mathersmchenryandco.com>, Phil Tunley <phil@tunleylaw.ca>, "kenjones@moorebarristers.ca" 
<kenjones@moorebarristers.ca>, "Callaghan, John" <John.Callaghan@gowlingwlg.com>, Richard Dearden 
<Richard.Dearden@gowlingwlg.com>, "Na, Benjamin" <Benjamin.Na@gowlingwlg.com>, "Karabus, Matthew 
(Matthew.Karabus@gowlingwlg.com)" <Matthew.Karabus@gowlingwlg.com>, "'Linda Plumpton' 
(lplumpton@torys.com)" <lplumpton@torys.com>, "Jackson, Leora" <ljackson@torys.com>, "llung@lerners.ca" 
<llung@lerners.ca>, Rebecca Shoom <rshoom@lerners.ca>, Jennifer Saville <jennifer.saville@stlbarristers.ca>, 
Dimitri Lascaris <alexander.lascaris@gmail.com>, "alexi. ca" <alexi.wood@stlbarristers.ca>, Jeff McFarlane 
<jmcfarlane@triathloncc.com>, Darryl Levitt <darryl@dlevittassociates.com>, "psteep@mccarthy.ca" 
<psteep@mccarthy.ca>, "'gavin@mackenziebarristers.com' (gavin@mackenziebarristers.com)" 
<gavin@mackenziebarristers.com>, "brooke@mackenziebarristers.com" <brooke@mackenziebarristers.com>, 
"'John Adair (JAdair@agbllp.com)' (jadair@agbllp.com)" <jadair@agbllp.com>, "mdarcy@agbllp.com" 
<mdarcy@agbllp.com>, "'Robert Brush (rbrush@cmblaw.ca)' (rbrush@cmblaw.ca)" <rbrush@cmblaw.ca>, 
"ctedesco@cmblaw.ca" <ctedesco@cmblaw.ca>, Mel Solmon <msolmon@srtslegal.com>, "Reisman, Stacey 
(sreisman@torys.com)" <sreisman@torys.com>, "marco.romeo@gowlingwlg.com" 
<marco.romeo@gowlingwlg.com>, "Chesney, Erin" <ECHESNEY@mccarthy.ca>, "ben@whittenlublin.com" 
<ben@whittenlublin.com>, Andrew Carlson <acarlson@dwpv.com>, Pekisko Ranch <kevinpds@telus.net> 
Subject: Disclosure 

 
Mr Moore and other plaintiffs counsel and defendants counsel  
 
Further to my multiple requests for disclosure i have again reviewed your clients disclosure and there are additional 
item which i again demand. Failing you providing all disclosure i will take it up with Justice Hainey whose assistant 
Alsou has asked that availability be sought on Monday . 
 
My requests are not records to be obtained during discovery they are records relating to why I’m actually included in 
this bazarre case . 
 
The following is my demand to you to disclose or my ask to Justice Hainey to provide a final endorsement. 
 
1. There is not one record relating to the conduct and communications between the plaintiffs and their CRO Sinclair 
and other parties , this is blatantly relevant as Sinclair’s conduct resulted in Callidus’ unsuccessful summary attempt 
and appeal in Alberta . 
 
2. There is no disclosure relating to your clients false police report against me to the Blackfalds RCMP. This 
mischievous move was brought two years after your client oppressed Alken by denying its own substantial 
receivables funds being held by your client without even an explanation . 
 
3. As demanded before , Mr Glassman bragged in his own public in print earnings transcript documents of at least 14 
loans with yield enhancement on , that and other statements within the transcripts flow to 14 yield enhancement 
agreements, 14 third party reports and  14 requests from Callidus to its auditor KPMG to evaluate and include the 
values within Callidus’ financials or at the least review as Glassman stated  . 
 
4. From the limited disclosure received there are some email  communications between Callidus and the OSC . There 
is obvious selective disclosure being played as there is no disclosure between the plaintiffs and the OSC which 
resulted in sanctions against Callidus, which Glassman refers to as recommendations . 
 
5. Considering Mr Boyer was an account manager for most of the borrowers which are named in the action  , and 
Callidus has sued Mr Boyer for fraud or misrepresentation,  communications between the plaintiffs and Boyer relating 
to borrowers is relevant and required . 
 
Sincerely  
Kevin Baumann  
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CODE OF CONDUCT AND ETHICS  

1. Purpose 

This code of conduct (“Code”) provides general guidance on the conduct expected of directors, 
officers, employees, contractors and consultants (collectively, “Team Members”) of Callidus 
Capital Corporation (“Callidus”). Each Team Member must be familiar with and adhere to the 
provisions of this Code, but must also recognize that this Code simply provides general guidance 
and is not a substitute for good judgment. No statement can offer a complete guide to cover all 
possible situations that might be encountered, and all Team Members must exercise judgment in 
applying the principles embodied in this Code to any particular situation. This Code is designed 
to promote the following: 

• awareness of areas of ethical risk; 

• honest and ethical conduct, including the ethical handling of actual or apparent 
conflicts of interest between personal and/or professional relationships; 

• a culture of honesty and accountability; 

• compliance with applicable governmental laws, rules, regulations and company 
policies; and 

• the prompt internal reporting to an appropriate person of violations of the Code. 

This Code has been adopted by the board of directors of Callidus (the “Board”). The Board 
reserves the right to add to, modify and rescind all or any portion of this Code at any time and 
from time to time.  This Code governs in the event of any conflict or inconsistency between this 
Code and any other materials distributed by Callidus.  If any law conflicts with a policy set out in 
this Code, Team Members must comply with the law. 

2. Compliance with Law 

Team Members will comply with all applicable laws, rules and regulations and to be able to 
recognize potential liabilities, seeking legal advice where appropriate. Without limitation, all 
Team Members shall comply with all laws, rules and regulations prohibiting insider trading. 
Insider trading is both unethical and illegal and will be dealt with decisively. 

Callidus expects all Team Members to comply with this Code and all other company policies. 

Team Members must not only comply with the requirements of applicable laws, rules, 
regulations, policies and this Code, they must ensure that their actions do not give the appearance 
of violating this Code or indicate a casual attitude towards compliance with laws, rules, 
regulations, policies and this Code. 
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If there are any doubts as to whether a course of action is proper or about the application or 
interpretation of any legal requirement, Team Members should discuss these concerns with 
David Reese or Jim Riley (each, a “Designated Person”). 

3. Commercial Decision Making 

Decisions are to be made in Callidus’ best interest, completely avoiding any illegal 
understandings or agreements with any other person, organization or company. 

Conduct will be avoided if it violates any laws or violates the spirit of any laws or the spirit of 
this Code. Violating laws which prohibit any kind of understanding or agreement with others 
regarding prices, terms of sales, terms of provision of services, division of markets, allocation of 
business or any other practice which illegally restrains competition is particularly prohibited. 
From time to time, a Designated Person will review the law in this area with those groups of 
Team Members most closely affected. 

4. Disclosure of Information 

Confidential information is a valuable asset.  Team Members should assume that all information 
that they receive as part of their work for Callidus is confidential, unless they know that such 
information is lawfully in the public domain or is otherwise approved for general disclosure.  
Team Members must also understand that Callidus comes into possession of confidential 
information belonging to third parties, and that Callidus and all its Team Members will be 
contractually and legally bound to maintain strict confidentiality over such information.  In 
addition, it is important that Team Members observe reasonable measures to ensure security and 
control of any sensitive business information that is in documentary or other tangible form that is 
in their possession because of their work with Callidus. 

Team Members must continue to protect all Callidus confidential information, even after they 
have concluded their work with Callidus. 

Confidential information is not to be disclosed by any Team Member unless such disclosure is 
properly authorized or legally mandated. Questions regarding the appropriateness of disclosing 
particular information should be discussed with a Designated Person. 

Confidential information shall not be used for personal gain. 

5. Prohibited Payments 

Callidus Team Members are prohibited from paying or accepting any bribe, kickback or any 
other unlawful payment or benefit from any person (including corporations) in order for that 
person to secure any concession, permit, loan or any other favourable treatment. Callidus Team 
Members will report any such attempted actions to a Designated Person. 

6. Fair Dealing 

Each Team Member shall endeavour to deal fairly with Callidus’ customers, suppliers, 
competitors and employees. No Team Member is permitted to take unfair advantage of anyone 
through manipulation, concealment, abuse of privileged information, misrepresentation of 
material facts, or any other unfair dealing practice. 
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7. Conflicts of Interest 

A conflict of interest occurs when an individual’s private interest interferes in any way – or even 
appears to interfere – with Callidus’ interests. A conflict situation can arise when a Team 
Member takes actions or has interests that may make it difficult to perform his or her work 
objectively and effectively. Conflicts of interest also arise when a Team Member, or a member 
of his or her family, receives improper personal benefits as a result of his or her position in 
Callidus. Loans to, or guarantees of obligations of, a Team Member or a member of his or her 
family are of special concern.  

Except as provided for in this Code, every Team Member must avoid any conflict of interest. 
Every Team Member shall disclose all circumstances that constitute an actual or apparent 
conflict of interest. Disclosure shall be made, in the case of directors and officers, to Callidus’ 
nominating, compensation and corporate governance committee (the “Compensation and 
Governance Committee”), and in the case of employees, to a Designated Person. When in 
doubt about whether a conflict of interest exists, directors, and officers should discuss the issue 
with the Compensation and Governance Committee and employees should discuss the issue with 
a Designated Person and receive instruction. 

Team Members who find themselves in a conflict of interest must abstain from voting or taking 
any other action that may impact the outcome of the activity or business transaction in question. 
Full disclosure enables Team Members to resolve unclear situations and gives an opportunity to 
dispose of or appropriately address conflicts of interest before any difficulty arises. However, if 
the Compensation and Governance Committee determines that a potential conflict cannot be 
cured, the individual will resign from the board of directors of Callidus, if a director, or from 
their position with Callidus, if an officer or employee. 

Callidus acknowledges that the nature of the businesses it carries on may give rise to potential 
conflicts of interest in the performance of their duties by the Team Members in the normal 
course of business for Callidus.  

Callidus further acknowledges that, to the extent that this Code specifically contemplates and 
provides a means to address such potential conflicts of interest, the obligations of the Team 
Members in relation thereto shall be fully discharged through compliance with the applicable 
provisions of this Code, and that no greater or more extensive obligations will be implied on 
their part in relation to such potential conflicts of interest. 

If a conflict of interest exists, and there is no failure of good faith on the part of the Team 
Member, Callidus’ policy generally will be to allow a reasonable amount of time for the Team 
Member to correct the situation in order to prevent undue hardship or loss. However, all 
decisions in this regard will be in the discretion of the Designated Person, whose primary 
concern in exercising such discretion will be in the best interests of Callidus. 

Where necessary, an employee, officer or director may refer an individual situation to a 
Designated Person, who may recommend actions needed to eliminate or address a conflict of 
interest. 
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8. Outside Business Interests 

In this discussion, “business activity” refers to ownership, participation in decision-making as a 
member of a board of directors or as an officer, or engagement as an advisor or consultant or as 
an active employee in any position. 

Team Members should declare their outside business activities at the time of engagement and are 
required to limit outside business activities to avoid any conflicts of interest or other breaches of 
the provisions of this Code. Notwithstanding any outside business activities, Team Members are 
required to act in the best interests of Callidus. 

If any interest or relationship arises after their engagement, which will or may give rise to a 
conflict of interest, the individual shall make immediate disclosure of all relevant facts to a 
Designated Person. 

Callidus recognizes that its Team Members have perfectly legitimate outside interests; however, 
there may also be situations that could be perceived as a conflict of interest no matter how 
innocent the intentions of the Team Member. When in doubt about whether a conflict exists, 
Team Members should discuss the issue with a Designated Person. 

9. Corporate Opportunities 

Team Members are prohibited from: (a) taking for themselves personally opportunities that are 
discovered through the use of corporate property, information or position; (b) using corporate 
property, information of position for personal gain; and (c) competing with Callidus as a whole 
without having first disclosed the nature of the opportunity to the Compensation and Governance 
Committee as well as any conflicts of interest, and receiving directions from the Compensation 
and Governance Committee as to the dealing with such corporate opportunity. Team Members 
owe a duty to Callidus to advance its legitimate interests when the opportunity to do so arises. 

Directors, officers, or employees of Callidus may not invest in or trade in shares of a competitor 
or an actual or potential business partner of Callidus where such investment or trading may 
appear or tend to influence business decisions or compromise independent judgment. This 
prohibition does not apply to shares of a publicly traded company where such investment or 
trading relates to less than five percent of its issued shares. However, investing or trading in 
Callidus’ competitors or business partners remains subject to applicable laws and regulations 
regarding insider trading, including prohibitions against trading in possession of material non-
public information regarding such companies, whether such information is gained in the course 
of employment with Callidus or otherwise. 

10. Insider Trading 

Some of the information that Team Members receive as part of their work may constitute “inside 
information” for the purposes of civil and criminal legislation in jurisdictions in which Callidus 
carries on activities. In particular, all information that Team Members come across as part of the 
work with the Callidus should ordinarily be considered as “inside information” insofar as 
Callidus’ own shares are concerned. 

Accordingly, Team Members must never make use of such information for the purposes of 
dealing, or encouraging another person to deal in, shares or other securities whose price may be 
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affected by such information. Such securities may include both private securities (which are not 
publicly traded), and in particular, public securities that are traded on stock exchanges or futures 
exchanges.  

There are serious potential criminal and civil penalties, including imprisonment and substantial 
fines, which can be levied against individuals who are involved in any insider trading. 

11. Use of Company Property 

Callidus’ assets must not be misappropriated for personal use by Team Members. Team 
Members shall protect Callidus’ assets and ensure their efficient use. Theft, carelessness and 
waste have a direct impact on Callidus’ profitability. All Callidus assets should be used for 
legitimate business purposes.  

12. Retention of Records 

It is Callidus’ policy to cooperate with all governmental investigative authorities. Team 
Members shall retain any record, document or property of Callidus that is known to be the 
subject of an investigation or litigation. It is a violation of this Code for Team Members to 
knowingly alter, destroy, conceal, cover up, falsify or make a false entry in any record, document 
or tangible object with the intent to impede, obstruct or improperly influence the investigation or 
proper administration of any matter within the jurisdiction of any federal, provincial, state or 
municipal department or agency, or any bankruptcy, or in relation to or contemplation of any 
such matter or case. 

13. Employment Practices, Health, Safety and Environment  

Team Members will ensure that all Team Members are treated with respect and dignity. Callidus 
will not tolerate discrimination or harassment against other Team Members or those with whom 
it conducts business based on race, nationality, ethnic origin, colour, religion, age, gender, 
marital status, family status, sexual orientation, political belief or disability.  

Callidus is committed to assuring fair employment, including equal treatment in hiring, training, 
compensation, termination and corrective actions. Callidus will establish and maintain a safe and 
healthy working environment for its Team Members and conduct its operations in an 
environmentally responsible manner in accordance with applicable laws, regulations and 
industry standards. Callidus is committed to keeping its workplaces free from hazards. Threats or 
acts of violence or physical intimidation are prohibited. To protect the safety of all Team 
Members, Callidus’ assets, the environment, and the communities within which Callidus works, 
Team Members must report for work fit to perform their duties and free from the influence of 
any substance that could prevent them from conducting their work activities safely, effectively, 
and in compliance with all applicable laws. 

14. Reporting Financial Transactions  

The books and records of Callidus will reflect all business activities and transactions in a timely, 
fair and accurate manner. All assets and liabilities of Callidus will be properly recorded in order 
to reflect and maintain the business operations and activities of Callidus. Compliance with 
applicable and generally accepted accounting standards (including International Financial 
Reporting Standards as applicable), financial reporting standards and securities laws shall be 
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observed in the preparation and disclosure of all financial records and information. All business 
transactions shall be properly authorized, recorded and supported by accurate documentation and 
in reasonable detail to ensure that the best interests of Callidus and any confidential information 
or other corporate information belonging to Callidus is protected.  

The intentional creation of any false or misleading entries with respect to any business activity or 
transaction is strictly prohibited and will be subject to appropriate disciplinary action, up to and 
including termination of employment or retainer for cause in appropriate circumstances. 

15. Responsibility 

Each Team Member must be familiar with and adhere to the provisions of this Code and to the 
standards set out in the applicable policies of Callidus. 

Upon request, each Team Member must also complete the Code of Conduct and Ethics 
Certification attached to this Code as Schedule “A” and submit it to a Designated Person.  

Failure to adhere to this Code may lead to disciplinary action, including dismissal or removal 
from office in appropriate circumstances. 

16. Where to Seek Clarification 

Directors and officers should refer questions relating to this Code or its application to a particular 
situation to a Designated Person. 

All disclosure to a Designated Person shall be kept strictly confidential unless, in the sole 
opinion of such Designated Person, the matter disclosed constitutes an actual or potential threat 
of serious harm to Callidus, to another Team Member or to the general public. 

Employees should refer questions relating to this Code or its application to a particular situation 
to a Designated Person. If the issue is one that the employee feels unable to discuss with a 
Designated Person, the matter should be discussed with the Compensation and Governance 
Committee. 

If, in the course of performing their duties, Team Members identify a situation or obtain 
information in which there is a potential conflict between the interests of Callidus, the Team 
Members shall, with the prior consent of the Compensation and Governance Committee, be 
entitled to obtain an independent opinion from a suitably qualified professional competent to 
express an opinion as to the subject matter of the conflict of interest, and the Team Member shall 
have discharged their obligations to Callidus under this Code by compliance with the opinion. 
The compliance by the Team Members with the aforesaid opinion shall preclude any claim by 
Callidus against each other or against the directors or officers of Callidus for a breach of the 
terms of this Code, but shall not preclude any subsequent claim by Callidus for determination of 
the subject matter of the conflict of interest and recourse accordingly. 

17. Non-Compliance Reporting 

Directors and officers are required to report breaches of this Code, including violations of laws, 
rules, regulations or company policies, to a Designated Person. 
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Employees are required to report breaches of this Code, including violations of laws, rules, 
regulations or company policies, to their immediate supervisor or, if they are not comfortable 
reporting a violation to, their immediate supervisor, to a Designated Person. 

Employees reporting in good faith a suspected breach of this Code are protected from reprisal, 
such as dismissal, demotion, suspension, threats, harassment and discrimination. Any reprisal 
would be a breach of this Code. 

18. Waivers from Code 

An employee, officer or director may request an exemption from this Code including the conflict 
of interest policy.  

In extraordinary circumstances and where it is clearly in Callidus’ best interest to do so, the 
Board may grant to a Team Member an exemption from one or more requirements of this Code 
following full and detailed disclosure by such Team Member of all material and relevant 
circumstances respecting the matter. Conditions may be attached to this exemption. 

If a Team Member is granted an exemption from this Code, the Team Member must refrain from 
participating in any decision-making respecting the subject matter of the conflict of interest 
except to the extent specifically authorized in the decision granting the exemption. The Team 
Member granted the exemption accepts that public disclosure of the granting of any such 
exemption may be required by applicable securities laws, regulations, policies or guidelines. 

----- 

Approved by Board effective April 23, 2014. 
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CALLIDUS CAPITAL CORPORATION 
CODE OF CONDUCT AND ETHICS CERTIFICATION 

I have read and understand this Code of Conduct and Ethics (the “Code”) of Callidus Capital 
Corporation (“Callidus”). I agree that I will comply with the policies and procedures set forth in 
this Code. I understand and agree that, if I am a manager, employee or contractor of Callidus, my 
failure to comply in all respects with Callidus’ policies, including this Code, is a basis for 
appropriate disciplinary action, up to and including termination of employment or retainer for 
cause. I agree to promptly notify David Reese or Jim Riley and, submit a written report to such 
person describing any circumstances in which:  

1. I have reasonable basis for believing that a violation of this Code by any Team Member 
has occurred; 

2. I have or any member of my family has, or may have, engaged in any activity that 
represents a breach of my obligations under this Code;  

3. I have or any member of my family has, or may have, any interest in any business or 
activity that represents a breach of my obligations under this Code; or  

4. I or any member of my immediate family is contemplating any activity or acquisition 
that could reasonably lead to a breach of my obligations under this Code.  

I am unaware of any violations or suspected violations of this Code by any employee or 
contractor except as described below or on the attached sheet of paper. (If no exceptions are 
noted, please initial the space provided below.)  
 
_____ No exceptions  

To the best of my knowledge and belief, neither I nor any member of my immediate family has 
any interest or affiliation, or has engaged in any activity, which represents a breach of my 
obligations under this Code or would otherwise create a conflict of interest, or a perceived 
conflict of interest, between my own personal interests and the interest of the Callidus, except as 
described below or on the attached sheet of paper. (If no exceptions are noted, please initial the 
space provided below.)  

_____ No exceptions  
 

I am aware that this signed certification will be filed with my personal records. 
.  
  
______________________________     ______________________________  
Type or Print Name       Signature  
 
______________________________  
Date 
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Whistleblower Submission to SEC 
 
I am a victim of what I believe to be one of Canada’s largest accounting and securities frauds 

conducted on multiple parties including U.S. based pension funds, endowments and universities.  

 

The whistleblower has uncovered information supporting a conclusion that a large scale fraud has 

been perpetrated and is currently ongoing against capital market participants including pension 

funds, investors, endowments, and family offices in Canada and the United States. Some of these 

U.S. investors of the Canadian private equity fund (“Catalyst Capital Group” or “Catalyst”) and its 

affiliated companies are listed. 1 

  

The private equity fund, Catalyst, has raised approximately 4-5 billion dollars, predominantly in 

the United States. Catalyst is the majority owner of its former publicly traded lending arm, Callidus 

Capital Corporation Ltd (“Callidus”), which has been the subject of continuous disclosure reviews 

and placed on the Ontario Securities Commission (“OSC”) Refilings and Errors List for three  

years. 2A 

 

The whistleblower believes that the extent of the alleged frauds are a minimum of 400 million and 

could exceed billions of dollars as Catalyst appears to have raised in excess of 5 billion dollars, in 

what appears to be a multi-faceted complex fraud. 

 

 

                                                        
1 Exhibit 1 List of Catalyst Investors 
2A Exhibit 2 Ontario Securities Commission (“OSC”) Refilings and Errors List 
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About Whistleblower 

Kevin Baumann has 40 years of experience within Canada’s drilling, trucking and waste 

management industries. 

 

I,  Kevin Baumann, am a former Callidus Capital borrower and victim of what I believe to be fraud 

relating to a loan from Callidus to my former company,  Alken Basin Drilling Ltd (“Alken”). From 

available evidence during the term of my Callidus loan and the subsequent year, Callidus and its 

principals exerted extreme oppression in order for Alken to default on the Callidus loan and claim 

a  so called “yield enhancement”.  

 

In total Callidus, via its disclosure within earnings call transcripts and MD & A’s, reported in excess 

of 300 million dollars of “unrecognized yield enhancements”. Not only did the fabricated yield 

enhancements provide a perception that Callidus was profitable, the yield enhancements benefited 

the various Catalyst funds as these funds are or were the majority owners of Callidus.  

 

I, like many parties, lodged complaints with the OSC maintaining that the Catalyst/Callidus’ yield 

enhancement scheme was fraudulent and an attempt to deceive the capital markets including 

Catalyst investors. 2B 

 

Callidus inappropriately utilized the issuer bid process to artificially boost the share price of 

Callidus,  which in turn artificially boosted the performance of the Catalyst Funds, which were 

invested in Callidus. The substantial issuer bid was also used to personally enrich insiders and 

                                                        
2B OSC Communications 
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associates of Callidus who appeared to be trading shares of Callidus whilst in possession of material 

non-public information at the expense of utilizing Catalyst LP money for the substantial issuer bid 

and Catalyst Guarantee.  

 

Yield Enhancements – A Non-IFRS tool to inflate values and performance and hide loan 

losses 

In the Q2 2016 earnings call transcript page 4, Newton Glassman (“Glassman”) states that “Yield 

enhancements are unequivocally and undeniably a fundamental, ongoing, repeating part of the 

business for a company such as Callidus.3 It is therefore a key part of normal operations, albeit 

they can be lumpy.”  Glassman further states on page 4 that “These have been internally valued, 

according to IFRS and with third parties” On page 10 Glassman states, “The value is not 

determined by us. The value is actually determined in conjunction with third-parties outside of 

the firm and then reviewed with the auditors.” 

 

This was deceptive, as this information which was disseminated to the public regarding its 

performance, only approximately 10 million dollars of the 300 million dollars’ worth of yield 

enhancements materialized and were included by the auditors within the year-end financial 

statements in 2016 and subsequent years.  

 

 

 

                                                        
3 Exhibit 3 Callidus Capital Q2 2016 Earnings Call Transcript 
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Yield Enhancements and Its Effect on Catalyst and Callidus 

Given that Callidus was one of the largest portfolio companies of the various Catalyst Funds, 

Catalyst Funds’ performance was directly correlated to the performance of Callidus. The 

unrecognized yield enhancements claimed by Callidus directly and artificially boosted  the Catalyst 

Funds’ performance and allowed for greater management fees by the funds’ manager, Catalyst. 

 

Conflicts of Interest - Relationship between Newton Glassman, James Riley, Catalyst and 

Callidus 

Newton Glassman (“Glassman”) is the Founder and Managing Partner of the Catalyst Capital 

Group. Glassman was the CEO of Callidus (until 2019) and Chair of the Credit Committee.  

 

James Riley (“Riley”) was COO of Catalyst Capital Group (until 2020) and an Officer of Callidus 

and a member of the credit committee of Callidus. 

 

Glassman and Riley signed a management agreement whereby on behalf of Catalyst they would 

provide management services to Callidus for a nominal fee.  

 

Catalyst was the majority owner and controlled Callidus. Catalyst had a carried interest in 

investments that the Catalyst Funds made. Catalyst Capital Group was predominately controlled 

by Glassman.  

 

In essence, the decisions of one essentially were the decisions of the other, Glassman and Riley 

were the controlling minds of both entities. 
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Veritas Report on Impaired Loans  

Attached is a report by Veritas, an independent research company in Canada, which highlighted 

what it found were undisclosed material impairments of loans within Callidus. 4 This analysis 

conflicted with the public statements and disclosure of Callidus that all loans where performing. 

 

Glassman’s firms were painting a pretty picture of their loan performance and were utilizing a 

substantial issuer bid to artificially inflate the share price of Callidus and to steer the market away 

from the deteriorating loan book of Callidus. “Upon the Wall Street Journal investigating the 

conduct, Callidus’ share price dropped although the retracing was less than the share price increase 

which resulted from the orchestrated substantial issuer bid price. 5   

 

Insider Trading – Material Non-Public Information 

In 2015, Callidus sought, and Catalyst advanced, an additional 50 million dollars to Callidus in 

order to cover loan losses under the Catalyst Guarantee and to conduct a substantial issuer bid. The 

trading activities of insiders around the time of the substantial issuer bid is alarming. According to 

the SEDI trading report, Glassman purchased for himself an additional 3.8 million dollars’ worth 

of shares at the Callidus trading lows on December 14th and 15th 2015. 6 A news release was 

published on SEDAR on December 14 whereby Catalyst encourages Callidus to consider a 

substantial issuer bid. 7 That is akin to Riley and Glassman encouraging Riley and Glassman to 

undertake a substantial issuer bid. I cannot locate a news release that was widely disseminated for 

                                                        
4 Exhibit 4 Veritas Report Excerpts Page 10 & 27 
5 Exhibit 5 Callidus Events Chart (shares timeline) 
6 Exhibit 6 SEDI Trading Report  
7 Exhibit 7 SEDAR on December 14 2015 
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investors to have sufficient time to react. Other insiders and associates such as Berkley Capital 

Management and Braslyn companies, which are owned by Joe Lewis, Glassman’s friend and 

neighbour in the Bahamas, Tibor Donath, David Reese, James Riley, and  David Sutin were all 

buying around that time in anticipation of a material increase in the share price resulting from the 

substantial issuer bid. Stock options were also issued around that time to insiders. The following is 

an excerpt from page 27 of the Substantial Issuers Bid Circular.   “On December 18, 2015, the 

board met to discuss, among other things, the merits of pursuing a substantial issuer bid and the 

terms on which such a bid might be made during its deliberations, the Board considered a 

number of relevant factors including the trading price of the Shares, the potential uses for the 

Corporation’s available cash resources and the impact of similar issuer bids on the trading price 

of the shares of comparable companies.”  

 

National Bank Letter  “Schedule B of Circular” Page 4 – On SEDAR April 22, 2016 National 

Bank Letter 8 

“National Bank Financial Inc. (“National Bank Financial” “NBF”, “we” or “us”) understands 

that Callidus Capital Corporation (“Callidus” or the “Company”) intends to initiate a substantial 

issuer bid (the “SIB”) whereby Callidus will offer the purchase for cancellation up to 3,571,428 

common shares of the Company (the “Shares”) at a purchase price of $14 per Share (the 

“Purchase Price”) for an aggregate purchase price not to exceed $50 million (the “Offer”). The 

board of Directors of Callidus (the “Board”) has retained NBF to prepare a formal valuation 

(the “Formal Valuation”) of the Shares in connection with the Offer. The Board has received 

an opinion from NBF that (i) a liquid market exists for the shares as at March 29, 2016 and (ii) 

                                                        
8 Exhibit 8 Schedule B of Circular - 2016 National Bank Letter  
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it is reasonable to conclude that, following the completion of the Offer, there will be a market for 

holders of the shares who do not tender to the Offer that is not materially less liquid than the 

market that existed at the time of the making of the Offer (the “Liquidity Opinion”). We 

understand that:  

 

This Formal Valuation is subject to the assumptions, explanations and limitations set forth 

below. NBF has relied upon, and has assumed the completeness, accuracy and fair presentation 

of all financial and other information, data, advice, opinions and representation obtained by it 

from public sources or provided by the Company or its officers, associates, affiliates, consultants, 

advisors and representatives (collectively, the “information”). 

Glassman says the National bank valuation is conservative and does not fully take into account the 

yield enhancements.9 10 

 

Horizontal Well Drillers – Web of Deception – Yield Enhancements 

It has always been the whistleblower’s position that Callidus’ business scheme was substantially 

based on yield enhancements. 11 12 13 

 

Callidus deceived the market and Catalyst LP’s in an amount exceeding 300 million dollars via 

misleading and deceptive earnings call transcripts, MD&A’s, interim filings and purported yield 

enhancement agreements with borrowers. An example: within the Q2 2016 earnings call transcript 

                                                        
9 Exhibit 9 The Braslyn News release January 4 2016  
10 Exhibit 10 Berkley Capital Management Dec 11 2015  
11 Exhibit 11 Callidus shares tumble after Reuters report on Catalyst valuations _ Reuters March 26, 2018  
12 Exhibit 12 Forensic Restitution - Summary of Yield Enhancements 
13 Exhibit 13 IRISS Report August 30, 2019 
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page 9 an analyst with National Bank, Jaeme Gloyn, stated:  “Shifting gears to the yield 

enhancements and the CAD 32 million gain, can you just sort of elaborate on the size of the [ph] 

potential can, (24:52) the size of the original loan that those warrants are associated with? 

What's the value of shareholders' equity or percentage that that CAD 32 million would represent 

of the company? And then, maybe just some commentary on the industry or sector that those 

warrants are attached to. 

 

Glassman states,  “In addition, under the IFRS rules, we are required to recognize whether it's on 

the P&L or the balance sheet, the yield enhancements in the period in which it becomes obvious 

that that is available to us or that is the agreement with the party has been entered into. So, this 

quarter's yield enhancements disclosure actually incorporates in effect some things that have in 

the past been in our P&L, such as fees or revenue and other things that have not, such as the 

option in this one situation and some other things that are on the balance sheet which have not in 

the past been included.” 

 

“This is a recurring and ongoing part of our business. It is a fundamental part of the business. 

It's critical to how we run the business. It will contribute. Albeit in a very lumpy way, in every 

period going forward, they will be revalued as required under IFRS on a quarterly basis. But as 

the book grows, as you can see, with almost 40% of our loans having some form of yield 

enhancements, one can easily understand that, as the book grows, so will yield enhancements 

and it requires valuation by TheStreet. 
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So, right now, we don't think TheStreet is valuing either the restart of growth or the ongoing 

contributions of yield enchantments to the earnings stream and the earnings power of the 

business. One approach, which was suggested to me, which I actually think is, at least, 

intellectually acceptable, albeit I don't believe it's the right way to do it, is that similar to the way 

public-private equity firms are valued, where they value the management fee at a higher ongoing 

multiple that they carry, it would be arguable that the income stream of normal income would 

be valued in our business at Callidus at a higher multiple than the ongoing value of yield 

enhancement. But it's very clear to me that a 1 multiple on that value is simply intellectually 

indefensible.  

 

We've already exceeded essentially the valuation on a 1 multiple basis that National Bank 

included in their valuation in the SIB and even the most conservative approach, where there 

would be a lower multiple on yield enhancement to normal earning, would result in a multiple 

greater than 1. So, clearly, this is something that we're going to have to help TheStreet 

understand and TheStreet will decide how to value.”  

 

 From my research and communication relating to Callidus borrowers I cannot find one party that 

entered into a yield enhancement agreement with Callidus as stated by Glassman. I believe any 

agreements entered into between borrowers and Callidus were executed by Callidus’ - appointed 

CROs within the borrowers businesses.  

 

Within page 9 of the Q2 2016 earnings call transcript, Jaeme Gloyn questioned Glassman relating 

to a 32 million dollar yield enhancement. Glassman could not respond with the company or 
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borrower name for which the yield enhancement was claimed. It has subsequently transpired 

through sworn testimony by James Riley that the 32 million dollar yield enhancement claimed in 

the Q2 2016 earnings call and MD&A, related to a U.S. company which Callidus claimed was 

awarded a contract to drill for oil in Venezuela from the state owned oil company PDVSA.  Riley 

maintains the U.S  company was Horizontal Well Drillers. 14 15  

 

From the CNBC article, a drilling contract for PDVSA was never concluded or in effect at the time 

of Glassman’s assertion or at the time of inclusion of the yield enhancement within the unaudited 

quarterly financial statements and MD&A.  

 

An excerpt from oilprice.com:  “Commenting for Bloomberg on Horizontal Well Drillers’ venture 

into this chaos, Barclays energy analyst J. David Anderson said: “It’s just screaming of country 

risk…Every company that we witnessed going into Venezuela over the last10 years has come out 

bloodied and dragging themselves out by the fingernails. Even the big guys have struggled in 

recent years. It is a perilous market, to say the least. ”While Horizontal Well Drillers is gung ho 

to do business in this perilous market, Repsol has recently pulled all of its foreign workers from 

Venezuela, Statoil has pulled out its expatriate staff. Chevron and Total SA have withdrawn some 

employees as well, according to Bloomberg. Related: This $65 Billion Oil Opportunity Will Never 

Be Tapped Oilfield services groups took impairments on Venezuelan business in Q2, although 

none of them specifically named PDVSA when referring to the impairments—instead, they 

                                                        
14 Exhibit 14 James Riley October 27, 2020 Cross Examination – Sworn testimony 32 million dollar yield enhancement was   
   Horizontal Well Drillers 
15 Exhibit 15 An Oklahoma oil company's deal in Venezuela raises questions November 10, 2017 
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referred to PDVSA only as a “primary customer in Venezuela”. Halliburton recognized a pretax 

charge of US$262 million on a promissory note from “our primary customer in Venezuela”. 

 

Schlumberger recorded US$510 million of pretax charges, stating that “the vast majority of 

this amount relates to a financing agreement that Schlumberger entered into with its primary 

customer in Venezuela.” 

Weatherford International modified its revenue recognition from its largest customer in 

Venezuela, and the impact of this change on the second quarter reduced revenue and increased 

operating loss by US$42 million and reduced net income by US$35 million. 

Even the big guys are booking charges on their Venezuelan oil business and with dealing with 

state firm PDVSA. Small U.S. firm Horizontal Well Drillers may be diving headfirst into 

dangerous waters with a lot of undercurrents.” 16 

 

Horizontal merely had a masters services agreement to supply tools with Haliburton. The non-

existence of a binding contract was also evidenced in a news release directly from PDVSA despite 

admissions by David Reese, then president of Callidus, that equipment earmarked for Venezuela 

never left the U.S.  A non-binding MOU was only signed on July 15, 2017. This would confirm a 

material misrepresentation by Callidus’ that an agreement was in effect. 17 The yield enhancement 

was subsequently written down and did not make its way into the audited financial statements for 

2016. It was also at this time that PDVSA was mired in bribery and corruption scandals. 18 From 

the whistleblower’s drilling experience, there is no reasonable explanation why Horizontal’s loan 

                                                        
16 Exhibit 16 Little known Driller Dives Into Perilous Venezuelan Oil Market August 13, 2017 
17 Exhibit 17 PDVSA Readies One of World’s Largest Oil Drilling Projects September 21, 2016 
18 Exhibit 18 Bribery, Corruption and PDVSA WSJ Guilty Plea Entered in PDVSA Corruption Investigation – WSJ  
   August 20, 2020 

401

424



 15 

should have been anywhere near 200 million dollars. Horizontal auctioned all of its equipment for 

approximately 10 million dollars. The whistleblower suspects improprieties and discrepancies in 

the true loan amount advanced to Horizontal.  It is the whistleblower’s position that the SEC should 

examine and confirm whether Horizontal in fact had audited financial statements as it was a 

condition that all Callidus borrowers have audited financial statements. It should be noted that once 

Callidus gained control of my business, Alken, all forms of independent financial statements were 

no longer continued.   

 

It should be noted that the CFO certified the interim financial statements as true and correct after 

conducting due diligence. 19  

 

Again, the inappropriate use and financial accounting manipulation by Callidus directly impacted 

Catalyst Funds’ performance and its stakeholders, mostly U.S. pension funds.  

 

Reuters Article and National Banks Comment 

Reuters investigative reporters,  reported on March 26, 2018 raised questions about valuations 

that parent company Catalyst Capital Group Inc. assigned to some of its portfolio companies in 

the Catalyst Funds. 20 National Bank appeared to disbelieve the information provided to by 

Callidus management and Glassman as a National Bank analyst stated: “We believe recent 

performance materially impacts both the probability and the valuation of a privatization 

transaction.”   This date is relevant in that Callidus unveiled large loan losses after the OSC 

                                                        
19 Exhibit 19 MD&A and interims – signed interim financial statements by CEO & CFO certificate 
20 Exhibit 20 Callidus shares tumble after Reuters report on Catalyst valuations Reuters March 26, 2018 
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stopped Callidus from reporting unrecognized yield enhancements thereby compelling Callidus to 

report its true state of earnings. As a result, the value of Callidus as a major holding in the 

Catalyst funds declined significantly because the hype and misrepresentation as to unrecognized 

yield enhancements was extinguished. Thereafter Callidus reported 10 consecutive quarterly 

losses including 460 million dollars on two loans, wiping out its entire shareholders 

equity.  Callidus continued to experience difficulties with its loan book.   

 

Callidus Admits Fraud 

Craig Boyer a Callidus vice president and chief underwriter and the account manager for my 

business Alken, was sued by Callidus alleging fraudulent conduct, loan mismanagement and 

forgery relating to the Horizontal loan. 21 

 

Suspected Violations of Foreign Corrupt Practices Act FCPA and CFPOA  

Given that PDVSA was mired in extensive bribery and corruption at the time and together with the 

attempted opening of a Deutsche bank account by Callidus’ representative, Craig Boyer and 

Callidus management for my own business Alken Basin Drilling Ltd., it would be worthwhile for 

the SEC to explore any breach of the FCPA and CFPOA.  It is also unlikely that a company in 

receivership would be able to obtain a multibillion dollar contract in Egypt, or a struggling driller 

in Oklahoma to obtain a billion dollar contract  in Venezuela without possible bribes. The 

whistleblower suspects the 32 million dollar yield enhancement was related to Alken and a 

                                                        
21 Exhibit 21 Craig Boyer vs Callidus Statement of Claim 
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purported  Egypt  contract, although Callidus testified in an Alberta Court and informed the 

whistleblower’s counsel that it related to Horizontal Well Drillers. 22 23  

It would be helpful to the SEC to examine and inspect the books and records of Callidus, Horizontal 

Well Drillers, Alken Basin Drilling Ltd. and Altair Drilling and Water Services Ltd., which are all 

Callidus borrowers. 

 

Why Did The OSC Not Take Further Action?  

Throughout the whistleblower’s, involvement with Catalyst/Callidus, he could never 

determine  that despite 23 complaints by him to the OSC and numerous complaints by other 

Callidus borrowers, three whistleblower complaints that the whistleblower is of aware, and a 

flurry of media questioning, why the OSC actions have been so limited and a mere slap on the 

wrist of don’t do it again and the placement of Callidus onto the OSC’s Errors ad Refilings list.  

 

There is apparent influence which the whistleblower believes has been exerted upon the OSC.   

 

In spite of Callidus misrepresenting in excess of 300 million in unrecognized yield enhancements 

which were not capable of being audited, Callidus has not been held accountable for their 

misconduct. 24 This failed pump and dump scheme was not only an attempt to increase Callidus’ 

market capitalization at a time when Glassman was attempting to sell Callidus, it was also an 

attempt to artificially increase Catalyst Funds performance and value of a significant and 

fundamental portfolio asset through mark to market valuation distortion. This in effect  directly 

                                                        
22 Exhibit 22 Sinclair Range Selected as Project Lead Private Partnership – Sinclair Range Inc December 22, 2016 
23 Exhibit 23 Globe investigation of Davie shipyard finds complex web of ownership, financing - April 29, 2017 
24 Exhibit 24 Callidus Draws OSC Scrutiny On Its $200-Million Casino Game Play April 29, 2017 
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influenced and manipulated the performance of the Catalyst funds that were exposed to Callidus 

and was a deception on the Catalyst investors. 25 It is believed that Catalyst was seeking to raise 

further funds from its limited partners for a new Catalyst fund. 26  

 

The OSC Conflict – Norton Rose 

In the early days of the whistleblower’s litigation with Callidus, Callidus put my firm through a 

receivership. I had a sole practitioner lawyer representing me. During this time, I was contacted by 

Walied Soliman and Alan Mersky from Norton Rose’s Toronto office. This unsolicited contact was 

a pitch to encourage me to move to their firm as they were aware that I was in litigation with 

Callidus. During the conversation they represented that they could assist me as they somewhat 

understood the opposing party, and in fact mentioned to me that this party was extremely litigious 

and underhanded and that they claimed they would never represent them.  

 

The whistleblower relied on this claim and Norton Rose prepared a defence for the whistleblower 

although ignored my concerns relating to what I believed to be Callidus’ fraudulent scheme of 

withholding funds in order to seize assets. During the preparation of the whistleblower’s defence 

in the guarantee action, Norton Rose strongly discouraged the whistleblower from going to any 

security regulators to address concerns.  

 

The whistleblower has subsequently learned that Norton Rose was representing Callidus in addition 

to several adverse Callidus borrowers. The whistleblower has also subsequently learned that Norton 

                                                        
25 Exhibit 25 C. & C. Wood Products Ltd _ Insolvency Insider June 5, 2020 
26 Exhibit 26 Newton Glassman's Gateway Casino deal offers little windfall for Catalyst Capital Financial Post  
   January 16, 2020 
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Rose represented Callidus with the Horizontal Well Drillers loan relating to Venezuela. It has also 

come to the whistleblowers attention that James Riley is a former senior partner of Norton Rose’s 

predecessor firm (Ogilvy Renault).  

 

OSC, Newton Glassman, Norton Rose Ties 

It is now known to the whistleblower that Glassman has influence within the OSC via Norton Rose. 

Walied Soliman, the Chairman of Norton Rose, is well known to Glassman as they sit on boards 

together. Glassman is a donor to the Toronto Sick Kids Hospital, where Walied Soliman is on the 

Board. 27 28 Walied Soliman also heads a taskforce at the OSC where he appears to be advancing 

proposals that would have the effect of protecting white collar criminals from proper investigation, 

under the advancement of an agenda to clamp down on activist short selling. 29 It is noteworthy that 

Glassman blames activist short selling for his business woes. It appears that Soliman is driving an 

agenda for people like Glassman and Catalyst whereby wrong doers would be protected by limiting 

disclosure and prosecution, the initiatives appear to be an agenda driven façade under the guise of 

focusing its efforts against short sellers. 30 

 

There is an additional connection between Norton Rose and the OSC. Brooke Shulman was a 

former litigation counsel at the OSC until 2015. She joined  Norton Rose as a regulatory lawyer in 

2017, she is now director of regulatory compliance at Norton Rose. 31 In addition, Ava Yaskiel has 

joined Canada’s Department of Finance as Deputy Minister, Ms. Yaskiel is on loan from Norton 

                                                        
27 Exhibit 27 Black North Board 
28 Exhibit 28 Sick Kids Hospital Annual Report 2015-2016 page 23 & 24 
29 Exhibit 29 OSC IAP tempers support for Ontario task force proposals, Wealth Professional September 8, 2020 
30 Exhibit 30 It’s time for legislators to crack down on abusive short-selling - The Globe and Mail January 18, 2019 
31 Exhibit 31 Brooke Shulman LinkedIn profile  

406

429



 20 

Rose and is responsible for pandemic relief funds for businesses, whereby Catalyst’s Gateway 

Casinos which has no open casinos at this point received 200 million dollars in government 

assistance. The picture of Gateway Casinos financial condition is quite different to what Catalyst 

has reported to its LP’s a short while before. 32 

 

There is too much of a coincidence between the lack of action by the OSC, the discouraging of the 

whistleblower to approach regulators by Norton Rose, and the association of the foregoing parties. 

The SEC should examine whether undue influence is driving the OSC inaction.  

 

Why No Action? 

When it became evident to the whistleblower that rather than the OSC comprehensively 

investigating and prosecuting Callidus and Catalyst it appears Callidus and Catalyst were being 

protected from accountability within the OSC.   

 

It was at that point that the whistleblower wrote to Catalyst investors on three occasions to ensure 

that they were aware of the conduct of their partner. 33  

 

Attached is a Statement of Claim from MOSERS, Missouri State Employee Retirement 

System, whereby concerns have been raised by one of Catalyst’s own LP’s. 34 The whistleblower 

had no contact with Catalyst’s LP’s other than the letters which I sent to them prior to the 

whistleblower obtaining a copy of the MOSERS claim. 

                                                        
32 Exhibit 32 Ava Yaskiel, Associate Deputy Minister - Canada.ca 
33 Exhibit 33 Baumann’s 3 Letters to University’s 
34 Exhibit 34 Missouri State Employee Retirement System Statement of Claim 
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Catalyst Revalues Assets 

Attached hereto is an investigative report by Reuters examining the inappropriate valuations of the 

Catalyst portfolio assets. 35 The whistleblower is aware that other complaints have been made about 

the inappropriate valuations of Catalyst portfolio assets. It appears Catalyst has subsequently made 

revisions to its portfolio asset values. 36 What is interesting to note is that the downward revaluations 

were at a date prior to the advent of COVID 19 for the period ending December 31, 2019, yet  the 

statement by Mr. Gagnier, Catalysts’ spokesperson, is misleading in that he appears to blame 

COVID 19 for the dismal performance of portfolio companies and valuations. The first appearance 

of COVID 19 in the U.S. was after the date of the downward revisions. 37 

 

Sting on Judge And Involvement of Black Cube and PSY Group – Deplorable Conduct by 

Glassman and Agents  

Attached is a news article and an Affidavit of a respected late Canadian Journalist, Christie 

Blatchford, whereby Catalyst is described as having engaged Black Cube (an Israeli intelligence 

outfit comprised of former Mossad operatives and The  PSY Group) to conduct an unlawful sting 

on a retired Ontario Judge, who had previously ruled against Catalyst in prior litigation. 38 39 The 

prior litigation was valued as a potential large return and an anticipated waterfall of many hundreds 

of millions of dollars to Catalyst LP’s in its reporting letters to Catalyst LP’s. This litigation was 

subsequently dismissed directly from the bench as an abuse of process. These spy outfits have been 

                                                        
35 Exhibit 35 Callidus shares tumble after Reuters report on Catalyst valuations March 26, 2018 
36 Exhibit 36 Glassman’s Catalyst Says Third Fund Dropped More Than 60% - BNN Bloomberg May 14, 2020 
37 Exhibit 37 First appearance of COVID 19 in the U.S. was after the date of the downward revisions May 15, 2020 
38 Exhibit 38 The Judge, the sting, Black Cube and Me by Christie Blatchford  November 25, 2017 
39 Exhibit 39 Affidavit of Christie Blatchford  May 21, 2019 
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implicated in the meddling of U.S. elections. 40 Glassman and these entities were exposed in Canada 

and Israel and Glassman and Catalyst have attempted to deflect their wrongdoing by suggesting 

that the respected Judge was biased and that their woes were a result of short and distort attacks. 

This false narrative is another agenda advanced to deflect from their own wrongdoing and business 

failures. The whistleblower was referenced as a subject within one of the sting missions that have 

been produced by a third party in Canadian Court proceedings.  

 

As one of the most vocal critics of Glassman’s Callidus and Catalyst misconduct and deception, 

the whistleblower believes this was done to intimidate the whistleblower to stop exposing the 

harmful, wrongful and unlawful conduct of Glassman and his entities. 41  

 

Gateway Casinos – Another Distressed Portfolio Company of Catalyst Funds 

Despite a Bloomberg article citing unnamed insiders, Gateway Casinos purported to be going 

public at a value in excess of 2 billion dollars. 42 Only a few months later, Gateway Casinos failed 

in its efforts to go public on a U.S. Exchange and applied for Canadian government relief in the 

amount of 200 million dollars. 43 It is interesting to note that Catalyst utilized the tax losses of 

another portfolio company, Natural Whole Foods, in the amount of approximately 150 million 

dollars for a tax benefit to Gateway Casinos. 

 

 

                                                        
40 Exhibit 40 Black Cube – Private Mossad for Hire Inside an effort to influence American elections, starting with one   
   small-town race. February 11, 2019 
41 Exhibit 41 Kevin Baumann’s Amended Counterclaim and Endorsements 
42 Exhibit 42 Catalyst-Backed Gateway Casinos Is Said to Explore Sale or IPO - Bloomberg Scott Deveau  
   September 8, 2017 
43 Exhibit 43 MP blasts PM over $200M loan to 'failing' Casino Rama operator – Orillia Matters October 8, 2020 
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Advantage Rent a Car – another Failed asset of Catalyst funds 

It should be noted that the valuation of Advantage Rent A Car  claimed by  Catalyst, as described 

in the Reuters article, is suspect. Advantage Rent A Car  declared bankruptcy in the U.S. in May 

2020 with liabilities substantially  exceeding assets. 44 

 

Sonar Entertainment - Another distressed asset of Catalyst  

Sonar Entertainment is another significant asset of Catalyst funds. According to an article in Variety 

Magazine, Sonar Entertainment is experiencing cash flow problems. 45 

 

Consecutive Losses - Take Private of Callidus 

After the OSC stopped Callidus from reporting using unrecognized yield enhancements, Callidus 

unveiled over 10 consecutive quarterly losses demonstrating its poor state of its loan book. Callidus 

had wiped out over 460 million dollars of shareholder equity by its own loan mismanagement  in 

two loans (Horizontal Well Drillers and another loan) thereby reducing Callidus to a negative 

shareholder equity value. In the Take Private Circular of Callidus, an affidavit by David Sutin (a 

Director of Callidus) described the cause of the decline of Callidus as being Callidus’ own loan 

mismanagement. No mention was made of short sellers or vocal critics. 

 

James Riley has testified that Callidus has been wound down and it appears the remains lie within 

Frontwell Capital Partners, which certain Catalyst Funds are a major shareholder. 

 

                                                        
44 Exhibit 44 Private equity star's picks shine, until cash-out time -Valuation of Advantage Rent A Car  March 23, 2018 
45 Exhibit 45 Sonar Entertainment Faces Cash-Flow Crisis, Exec Exodus – Variety September 13, 2019 

410

433



 24 

Additional Resources and Persons to Contact 

Forensic Restitution  - Dave Oswald  

dave@forensicrestitution.com 

416-525-1510 

 
Conal Archer Former Head of Commercial Crimes RCMP in Alberta  
 
conal.archer@irissrisk.com 
 
587-999-4077 
 

Whistleblower – Kevin Baumann 

Box 109 

Bluffton, Alberta, Canada T0C 0M0 

pekiskokb@gmail.com 

403-505-7784 

 

Conclusion – Urgency  

It is imperative that the SEC take immediate steps to investigate Catalyst, Callidus, Newton 

Glassman, James Riley and their affiliated entities as there is a real risk that the ongoing deception 

will continue until the multiple Catalyst Funds are dissipated. At risk is hundreds of millions of 

dollars of U.S. pension fund investor capital with limited safeguards in place to protect this capital 

and account to LP’s. 

 

In light of the conflict and influence, the OSC would likely not be capable or willing to take the 

necessary steps to protect the LP capital. 
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EXHIBIT 1 
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Refilings and Errors List
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Date of
Refiling

Issuer
Name Description of Deficiency Press Release (in PDF)

August
13,
2018

Callidus
Capital
Corporation

The Company’s Q4, 2017 and Q1, 2018
disclosure of forward-looking information in
relation to unrecognized yield enhancements
did not in the view of staff comply with Part
4A / Part 4B of National Instrument 51-102.
The Company has discontinued disclosure of
unrecognized yield enhancements in light of
comments expressed by the OSC.

News release - August 13, 2018
(/documents/en/Investors-Errors-
Refilings/er_nr_20180813_callidus.pdf)

May 15,
2018

Callidus
Capital
Corporation

Amended Q4, 2017 forward-looking
information in relation to unrecognized yield
enhancements.

News release - May 15, 2018
(/documents/en/Investors-Errors-
Refilings/er_nr_20180515_callidus.pdf)

August
10,
2017

Callidus
Capital
Corporation

Forward-looking information revised to
include additional disclosure with respect to
material assumptions, milestones and risk
factors in relation to unrecognized yield
enhancements.

News release - August 10, 2017
(/documents/en/Investors-Errors-
Refilings/er_nr_20170810_callidus.pdf)
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From: inquiries@osc.gov.on.ca 
Date: January 24, 2020 at 9:25:18 AM MST 
To: pekiskokb@gmail.com 
Subject: Re: File #20150521- 
 
 
2844 - RE: File #20150521-2844 - Callidus Capital Corporation 

 

 

 
 
Dear Mr. Baumann: 
 
Thank you for your follow-up email to the Ontario Securities Commission (OSC) concerning Callidus 
Capital Corporation (Callidus). You have asked about access to certain information about possible 
communications between OSC staff and Callidus. 
 
You can make a freedom of information (FOI) request for information.  The process for making a FOI 
request is provided on the website of the Government of Ontario (at: https://www.ontario.ca/page/how-
make-freedom-information-request).  
 
It is important to note, however, that the information requested would be in OSC staff’s possession 
pursuant to a continuous disclosure review under section 20.1 of the Securities Act (Ontario) (the Act), 
and that under s. 20.1(3) of the Act such information may be exempt from disclosure despite the Freedom 
of Information and Protection of Privacy Act.  Staff would further review the confidentiality of the 
information requested if and when a FOI request is filed. 
 
You can review the Securities Act at: https://www.ontario.ca/laws/statute/90s05.  
 
 
Sincerely, 
 
Christopher Callahan 
Lead Inquiries Officer 
Ontario Securities Commission 
inquiries@osc.gov.on.ca 
416-593-8314 
1-877-785-1555 
 
The information in this e-mail should be taken as a guide.  The content is not intended to provide 
investment, financial accounting, legal, tax or other professional advice and should not be relied upon or 
regarded as a substitute for such advice.  We recommend that you seek advice from a qualified 
professional adviser before acting on the information or content appearing in this e-mail or any 
information or content on a web site to which a link has been provided. 
 
 
From: SCao@osc.gov.on.ca 
To: INQUIRIES@osc.gov.on.ca 
CC: PELLARD@osc.gov.on.ca 
Subject: RE: File #20150521-2844 - Callidus Capital Corporation 
Date: January 17, 2020 11:29 AM 
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Hello, 
 
  
 
We have reviewed the complaint/inquiry from Mr. Kevin Baumann filed on January 10, 2020. Mr. 
Baumann is requesting access to the comments raised by the OSC with respect to the CD review of 
Callidus Capital Ltd, in particular, regarding the disclosure of unrecognized yield enhancements. We 
wanted to remind the complainant that applications for accessing OSC records should be filed through a 
Freedom of Information (FOI) request.  
 
  
 
Link to the guidance 
 
How to make a Freedom of Information request <https://www.ontario.ca/page/how-make-freedom-
information-request>  
 
  
 
In addition, staff note that the information being sought by Mr. Baumann is in our possession pursuant to 
a continuous disclosure review under section 20.1 of the Securities Act (Ontario) (the Act). Such 
information may be exempt from disclosure under section 20.1(3) of the Act, despite the Freedom of 
Information and Protection of Privacy Act. Staff will further review the confidentiality of the information 
requested if and when an FOI request is filed. 
 
  
 
Please provide the relevant information to Mr. Baumann accordingly, or let us know if CF staff should 
respond to the complainant directly. 
 
  
 
Thanks, 
 
Stacy 
 
- 
 
Stacy Cao, CPA (Ontario), CPA (New York)  |  Ontario Securities Commission  |  Corporate 
Finance  |  Accountant 
 
20 Queen Street West, 22nd Floor | Toronto ON M5H 3S8 
 
416-597-7246  |   scao@osc.gov.on.ca <mailto:scao@osc.gov.on.ca>  
 
Please consider the environment before printing this e-mail 
 
From: inquiries@osc.gov.on.ca <mailto:inquiries@osc.gov.on.ca>  <inquiries@osc.gov.on.ca <mailto:inq
uiries@osc.gov.on.ca> >  
Sent: January-10-20 11:13 AM 
To: Michael Tang <MTANG@osc.gov.on.ca <mailto:MTANG@osc.gov.on.ca> > 
Cc: Enforcement-Intake <Enforcement-Intake@osc.gov.on.ca <mailto:Enforcement-
Intake@osc.gov.on.ca> >; Paloma Ellard <PELLARD@osc.gov.on.ca<mailto:PELLARD@osc.gov.on.ca> 
> 
Subject: File #20150521-2844 - Callidus Capital Corporation 
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We have received an email in the Contact Centre from Mr. Kevin Bauman regarding Callidus Capital 
Corporation. 
 
Mr. Bauman is concerned about Callidus Capital's 2018 2nd quarter results from August 13, 2018, where 
it is stated that disclosure of unrecognized yield enhancements was discontinued due to a conversation 
Callidus Capital had with the OSC. Mr. Bauman is requesting access to the comments made by the OSC 
with respect to this specific type of disclosure. 
 
I have provided the CCD link below. 
 
 <notes://App01/8525698C00626E13/2C8A679D56B94749852573FF007D8F8B/89E5B3972595D2F085
257E4C0044C0A3>  
 
________________________________ 
 
This message is intended only for the use of the addressee and may contain information that is privileged 
and confidential. If you are not the intended recipient or have received this communication in error, you 
are hereby notified that any unauthorized use or disclosure is strictly prohibited. Please notify the sender 
immediately and delete the original without making a copy or disclosing its contents. 
 
Le pr?sent message s'adresse exclusivement ? son destinataire et peut contenir des renseignements 
privil?gi?s et confidentiels. Si vous n'?tes pas le destinataire de ce document ou si vous l'avez re?u par 
erreur, vous ?tes par la pr?sente avis? qu'il est strictement interdit de le divulguer ou de l'utiliser sans 
autorisation. Veuillez en avertir l'exp?diteur imm?diatement et d?truire le message original sans le copier 
ou en r?v?ler le contenu.  
 
 
 
(See attached file: image001.gif) 
(See attached file: Email.msg) 

 

This	message	is	intended	only	for	the	use	of	the	addressee	and	may	contain	information	that	is	privileged	and	
confidential.	If	you	are	not	the	intended	recipient	or	have	received	this	communication	in	error,	you	are	hereby	
notified	that	any	unauthorized	use	or	disclosure	is	strictly	prohibited.	Please	notify	the	sender	immediately	and	
delete	the	original	without	making	a	copy	or	disclosing	its	contents.	
	
Le	présent	message	s'adresse	exclusivement	à	son	destinataire	et	peut	contenir	des	renseignements	privilégiés	et	
confidentiels.	Si	vous	n'êtes	pas	le	destinataire	de	ce	document	ou	si	vous	l'avez	reçu	par	erreur,	vous	êtes	par	la	
présente	avisé	qu'il	est	strictement	interdit	de	le	divulguer	ou	de	l'utiliser	sans	autorisation.	Veuillez	en	avertir	
l'expéditeur	immédiatement	et	détruire	le	message	original	sans	le	copier	ou	en	révéler	le	contenu. 
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From: inquiries@osc.gov.on.ca 
Date: January 24, 2020 at 10:02:31 AM MST 
To: Pekiskokb@gmail.com 
Subject: Re:  File #20150521-2844 - Callidus Capital Corporation TSX : CBL , OSC ruling - No More Yield 
Enhancements Callidus Capital Reports Second Quarter 2018 Results, released August 13/2018 

 

 

 
 
Dear Mr. Baumann: 
 
Thank you for your inquiry to the Ontario Securities Commission (OSC) concerning Callidus Capital 
Corporation (Callidus). I realize the email I sent to you earlier today included my consultation with OSC 
staff. 
 
I do appologize for this error, as I meant to instead respond to your email below.  Please note that the 
information I provided is consistent with what staff here suggested. 
 
 
Sincerely, 
 
Christopher Callahan 
Lead Inquiries Officer 
Ontario Securities Commission 
inquiries@osc.gov.on.ca 
416-593-8314 
1-877-785-1555 
 
The information in this e-mail should be taken as a guide.  The content is not intended to provide 
investment, financial accounting, legal, tax or other professional advice and should not be relied upon or 
regarded as a substitute for such advice.  We recommend that you seek advice from a qualified 
professional adviser before acting on the information or content appearing in this e-mail or any 
information or content on a web site to which a link has been provided. 
 
 
From: pekiskokb@gmail.com 
To: OSC General Inquiries <INQUIRIES@osc.gov.on.ca>; whistleblower <whistleblower@osc.gov.on.ca> 
Subject: Callidus Capital Corporation TSX : CBL , OSC ruling - No More Yield Enhancements Callidus 
Capital Reports Second Quarter 2018 Results, released August 13/2018 
Date: January 9, 2020 03:16 PM 
 
Callidus Capital Corporation released its Q2 2018 quarterly report on August 13/2018 , within the release 
after the 10 Th bullet point it states that on the recommendation of the OSC Callidus would no longer be 
booking non realized yield enhancements  
 
I consider the recommendation of the OSC was more of a ruling or demand , therefore I am requesting 
information and communications between the OSC and Callidus relating to all yield enhancement 
communications and discussions , especially the 32 Million Dollar enhancement reported in Q2 /2016 . If 
the OSC refuses to provide this information would it be available through the access to information act ? , 
and if it is available would the OSC consent to its release . 
 
Sincerely  
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Kevin Baumann 
1-403-505-7784 
 
 
Kevin Baumann 
1-403-505-7784 
 
 
(See attached file: OSC No More Yield Enhancements Callidus Capital Reports Second Quarter 2018 Results.pdf) 
(See attached file: Email.msg) 
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From: Kevin Baumann <pekiskokb@gmail.com> 
Date: April 16, 2020 at 11:17:00 AM MDT 
To: inquiries@osc.gov.on.ca, whistleblower@osc.gov.on.ca 
Cc: jmoney@oklahoman.com 
Subject: Callidus / Catalyst - OSC Awards $0.525 Million Whistleblower Award to Industry Expert – Lexology 
Attention  Mr Christopher Callaghan  
 
I hope you are doing well in these difficult times .  
This letter is yet another complaint relating to the conduct of Callidus Capital while public and their private equity 
parent catalyst capital . 
 
For your information when the pandemic has eased I will be providing and hopefully presenting my analysis of 
improper conduct and attempted stock promotion relating to the subject firms . The report to Ontario’s Finance 
minister and premier explains the frauds exerted on multiple parties and suppliers of Callidus funded companies 
which the OSC has ignored multiple complaints by multiple parties relating to . 
 
Some of the key evidence the OSC has ignored is as follows  
 
1- The Callidus Capital Yield Enhancement scheme which was stopped by the OSC in Q2 2018 was an improper 
business scheme to deceive the public , and artificially inflate the value of Callidus and Catalyst assets in order for 
parent company catalyst to draw fees based on deceptive accounting values  
 
2- The various claims relating to Callidus commencing from Texas to Alberta and Ontario all plead  a common pattern 
of fraudulent inducement, breach of contract , withholding of funds and deception in order for Callidus to seize assets 
in order to take yield enhancements as ruled by the OSC within Callidus’ Q2 2018 quarterly release  
 
3- Callidus funds were obtained primarily  from their parent company Catalyst Capital . By Callidus reporting 
deceptive values and appraisals of the Callidus assets resulting from the yield enhancement scheme the general 
partner of catalyst funds took a 191 Million Dollar deceptive draw for fees which were based on no foundation 
whatsoever , this fact can  be obtained from Toronto news articles and I can forward this to you if required. The harm 
and damages to Catalyst’ limited partners will not be known until the various businesses are divested , but presently 
based on publicly available data and research there will be Billions of dollars in losses for Catalyst limited partners 
such as universities  , therefore the deceptive fee to catalyst based on questionable yield enhancement gains does 
make a difference  
 
4-  Callidus had a loan to Texas based horizontal well drillers , Callidus stated this loan was approximately 200 Million 
dollars which they have since written off  . Horizontals equipment was not even worth anywhere near 200 Million for 
Callidus to pay out Horizontals previous senior lender . It is believed the Horizontal fiasco is yet another fraud 
whereby Callidus principles obtained a portion of the Horizontal funds on closing for their personal use . As a 
smokescreen Callidus sued their very own loan manager Craig Boyer for 150 Million dollars  which was involved in 
the Horizontal loan , I have confirmation Glassman and Boyer are not adversarial in fact they are quite close . For 
your information the Horizontal assets were sold at public auction for less then 10 Million dollars net to Callidus. It is 
also alarming that Horizontal did not go through a proper formal receivership or bankruptcy process , this was done 
so Callidus did not have to compete financials which would have exposed the horizontal funding fraud , the true 
extent will only be determined by review of the Horizontal loan closing documents including disbursements to third 
parties  
 
Relating to Callidus yield enhancements I believe Callidus obtained as reported a 32 Million dollar yield enhancement 
on my business Alken Basin Drilling Ltd . Callidus counsel denies this and states the 32 Million dollar enhancement 
was from horizontal drillers , this is highly unlikely and deceptive considering the outcome of Horizontal  
 
Considering all the conflict relating to Catalyst and Callidus I’m seeking information as to why the OSC has not acted 
, in addition I will be seeking answers from the finance minister as to who is exerting political interference and why the 
multiple complaints from multiple parties relating to catalyst and Callidus have not been dealt with . 
 
Sincerely  
Kevin Baumann  
403-505-7784  
https://www.lexology.com/library/detail.aspx?g=b9ed6e30-b1cc-483f-ba8b-d3ca5adcc1f4 
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From: inquiries@osc.gov.on.ca 
Date: September 24, 2020 at 12:42:34 PM MDT 
To: pekiskokb@gmail.com 
Subject: Re: File #20150521-2844 - Fwd: The Ontario SFO and OSC Investigation of The Catalyst Capital 
Group and Callidus Capital Corporation 

 

 

 
 
Dear Mr. Baumann, 
 
Thank you for your email. I refer you to my May 29, 2020 email to you. As I noted, prior to your email 
below, you had written to the OSC about Callidus Capital Corporation and Catalyst Capital Group Inc. 
nineteen times since 2018. I assured you that each time you have emailed the OSC, we have considered 
your email and ensured that it is reviewed by the appropriate staff at the OSC. I also indicated that we are 
not able to provide you with more information on the status of your complaints, because the OSC does 
not provide updates on the progress or outcome of the reviews or investigations it may undertake. 
 
In keeping with that, we will forward your emails to the appropriate staff for review, but will not continue to 
respond to your emails. 
 
 
Sincerely, 
 
Christopher Callahan 
Lead Inquiries Officer 
Ontario Securities Commission 
inquiries@osc.gov.on.ca 
416-593-8314 
1-877-785-1555 
 
The information in this e-mail should be taken as a guide.  The content is not intended to provide 
investment, financial accounting, legal, tax or other professional advice and should not be relied upon or 
regarded as a substitute for such advice.  We recommend that you seek advice from a qualified 
professional adviser before acting on the information or content appearing in this e-mail or any 
information or content on a web site to which a link has been provided. 
 
 
From: pekiskokb@gmail.com 
To: Leslie Hardy <LHardy@osc.gov.on.ca>; Yvonne Chisholm <YCHISHOLM@osc.gov.on.ca>; OSC 
General Inquiries <INQUIRIES@osc.gov.on.ca> 
Subject: Fwd: The Ontario SFO and OSC Investigation of The Catalyst Capital Group and Callidus 
Capital Corporation 
Date: September 15, 2020 12:38 PM 
 
 
There was an error on the email , as per evidence I was NOT allowed to repay the Callidus loan  
 
 
Kevin Baumann  
 
Begin forwarded message: 
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From: Kevin Baumann <pekiskokb@gmail.com> 
Date: September 15, 2020 at 9:44:37 AM MDT 
To: Leslie Hardy <LHardy@osc.gov.on.ca>, Yvonne Chisholm 
<YCHISHOLM@osc.gov.on.ca>, inquiries@osc.gov.on.ca, whistleblower@osc.gov.on.ca 
Subject: The Ontario SFO and OSC Investigation of The Catalyst Capital Group and Callidus Capital 
Corporation 
 
 
 
Attention the OSC and SFO 
 
I am a former Callidus Capital borrower which has been defrauded by the subject firms and their 
representatives while the OSC and The Ontario SFO has sat back and in my opinion conducted a flawed 
investigation of the matter unless there are details that I’m unaware of. 
 
 
It is obvious the  fraud relates to purporting to loan funds to businesses, then to withhold rightful funding 
in order to take over the borrower business and take what was known as a yield enhancement all in an 
obvious plan to deceive the market relating to its scheme, value , holdings and increase its then public 
stock price  . 
The scheme is fully explained in Callidus’ own yield enhancements attached as exhibit 1 , The Callidus‘ 
Q1&Q2 highlighted yield enhancements . Never did my company NEED or REQUEST an accommodation 
from Callidus which Glassman refers to in his earnings call transcripts, but it is suspected that Callidus’ 
CRO entered into one for me without my consent. 
 
The yield enhancement mechanism was shut down by the OSC in May and August of 2018 , since that 
date it has been nothing but silence from the OSC , SFO and any other required investigators, this is 
concerning as the conduct was an obvious fraud against multiple parties as Callidus reported in excess of 
$300 Million of yield enhancements which were reversed and evaporated after the OSC ruling which is 
included in this email as exhibit 2 . It is further concerning that the OSC never forced Callidus to amend 
its press release relating to the OSC decision, Callidus reported AT THE RECOMMENDATION OF THE 
OSC , it was likely it was an order or demand rather than a soft sell recommendation or Callidus would 
have continued with its yield enhancement scheme. 
 
Myself and other parties lodged complaints with the OSC and what was known in the past as JSOT , 
there has been no contact from SFO , JSOT or the OSC other than publishing the OSC decision included 
as exhibit 2 . I find this appalling when I review information that has become available that  Catalyst/ 
Callidus representatives were communicating and negotiating with JSOT members Steven Frazer and 
Jonathan Yu , yet not one Callidus borrower was interviewed in depth to confirm the fraud which the 
subject parties were conducting on multiple Callidus borrowers. 
 
Just because an action is before the courts does not mean that SFO, the OSC  or any party should stop 
doing its job as mandated , Catalyst/ Callidus have a history of frustrating parties and wasting parties 
resources to their litigation , this is proven true again as Callidus will not disclose as ordered in their own 
Ontario Wolf Pack action , and refuse to reasonably move forward to trial with providing disclosure 
deficiencies in my guarantee action which I was successful in defending including the appeal of same , 
the SFO and others have a duty to Canadians , the public markets and especially victims of market 
fraud  . 
 
After reviewing all the recently obtained information from multiple parties  it is obvious that the SFO and 
the OSC has failed in its duties , some of the highlights from this information  are . 
 
* Glassman, Callidus and Catalyst did in fact directly order a sting on a retired justice in hopes of altering 
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a case which was before the courts 
 
* multiple borrowers were defrauded of their assets all in an attempt by Callidus to increase its assets and 
performance and obviously an attempt to increase its then public stock price, this is further confirmed by 
information obtained from Callidus’ own hired operatives that their business model was tailored for no 
borrower to ever succeed  
 
*Catalyst/ Callidus created the theory / facade  on social media via its hired international operatives/ 
spies  of a Wolf Pack set out to harm Catalyst and Callidus  as soon as Glassman’s firms performance 
was questioned by parties before the filing of claims or publishing of the Wall Street Journal article 
accusing Catalyst/ Callidus of fraud against borrowers 
 
The Catalyst/ Callidus fiasco is yet another Bre Ex just smaller which the SFO and Canadian authorities 
have failed to act on  in spite of multiple legitimate complaints . The OSC issuing a recommendation of 
don’t use yield enhancements again don’t cut it for me . I am a borrower which did nothing wrong other 
than take a Callidus loan , which was not in default and I was NOT allowed to repay.I have spent over $2 
Million of my retirement funds which has affected my future on litigation accounting and forensic fees 
which would not have been necessary had the OSC , SFO and parties done their jobs and acted in the 
best interest of the public . 
 
The yield enhancement was the vehicle Glassman utilized to deceive all and to date it appears he was 
successful . I really struggle with how the SFO and OSC will explain its involvement when the Catalyst 
funds blow up and 5-6 Billion of investor funds have evaporated as the subject appears to have less than 
1.0 Billion under management due to the evaporation of Callidus’ value , the Chapter 11 filing in the US of 
Advantage Rent A Car  , Bluberi , Gateway and Frontera in distress , operating style of a scorched earth 
policy when dealing with parties and massive legal fees which are being expended to avoid 
accountability. 
 
I have one ask . I would like to have a off the record discussion with authorities and counsel even if 
covered by a CA to confirm that Catalyst/ Callidus are under investigation. If this is unacceptable or the 
parties are not under investigation  I will be filing a statement of claim to cover my unwarranted legal fees 
and damages , which I believe are the direct  result of inaction of certain parties . In addition, please 
provide me with the name of the insurance provider of the SFO and OSC . 
 
It would be appreciated if the OSC can forward this email and it’s attachments to SFO as I have been 
unable to locate an email address for SFO . In addition if I do not receive some form of reasonable 
communication a statement of claim will be filed and served near September 30, 2020 
 
Sincerely 
Kevin Baumann 
403-505-7784 
 
 
 
 
 
 
 
 
 
 
 
 
(See attached file: 2016 Q1 Earnings call.pdf)(See attached file: Q2 2016 Earnings call.pdf)(See attached file: OSC 
Refilings and Errors List.pdf) 
(See attached file: Email.msg) 
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This	message	is	intended	only	for	the	use	of	the	addressee	and	may	contain	information	that	is	privileged	and	
confidential.	If	you	are	not	the	intended	recipient	or	have	received	this	communication	in	error,	you	are	hereby	
notified	that	any	unauthorized	use	or	disclosure	is	strictly	prohibited.	Please	notify	the	sender	immediately	and	
delete	the	original	without	making	a	copy	or	disclosing	its	contents.	
	
Le	présent	message	s'adresse	exclusivement	à	son	destinataire	et	peut	contenir	des	renseignements	privilégiés	et	
confidentiels.	Si	vous	n'êtes	pas	le	destinataire	de	ce	document	ou	si	vous	l'avez	reçu	par	erreur,	vous	êtes	par	la	
présente	avisé	qu'il	est	strictement	interdit	de	le	divulguer	ou	de	l'utiliser	sans	autorisation.	Veuillez	en	avertir	
l'expéditeur	immédiatement	et	détruire	le	message	original	sans	le	copier	ou	en	révéler	le	contenu. 
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CORPORATE PARTICIPANTS 
 
Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. 

................................................................................................................................................................................................................................ 
 

OTHER PARTICIPANTS 
 
Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) 

Stephen Boland 
Analyst, GMP Securities LP 

Paul Holden 
Analyst, CIBC World Markets, Inc. 

................................................................................................................................................................................................................................ 
 

MANAGEMENT DISCUSSION SECTION 
  
Operator: Good morning, my name is Sharon, and I am your conference operator today. Welcome, everyone, to 
the Callidus Capital Corporation Second Quarter 2016 Results Conference Call. At this time, all lines are in listen-
only mode. After the speakers' remarks, there will be a question-and-answer session. [Operator Instructions] 
 
Listeners are reminded that portions of today's call and of today's discussions, including responses to questions 
posed in today's call, constitute forward-looking statements that are subject to risks and uncertainties related to 
the company's future financial or business performance and condition. Actual results could differ materially from 
those anticipated in these forward-looking statements. Risk factors that may affect results are detailed in the 
company's filings with Canadian Securities Regulatory Authorities, which can be accessed at www.sedar.com.  
 
Please note that the company is under no obligation to update any forward-looking statements discussed today, 
except as required by applicable law, and investors are cautioned not to place undue reliance on these 
statements. 
 
On the call today with us today from Callidus are Newton Glassman, Executive Chairman and Chief Executive 
Officer; David Reese, President and Chief Operating Officer; Dan Nohdomi, Chief Financial Officer; Jim Riley, 
Secretary; and Paula Myson, Vice President Investor Relations and Special Projects.  
 
At this time, I would like to turn the call over to Mr. Glassman. Please go ahead. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. 

Thank you, Sharon. Good morning, everyone, and thank you for joining us for our second quarter 2016 results 
call. During the call, we will be referring to information providing the financial statements and the MD&A and the 
associated news release for the quarter. All are available on our website as well as SEDAR.  
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As always, we appreciate your feedback on our materials. So, please feel free to communicate directly with any 
member of the Callidus team mentioned earlier by Sharon. We will try to keep our comments brief to allow for 
ample time for Q&A. David and Dan will provide you with some insight into the details of the operating and 
financial results for the quarter, but to begin, I would like to comment on some significant milestones we have 
reached in the quarter, as part of the ongoing evolution of Callidus, including positioning the company to restart 
growth and accelerate the creation of value for all of our shareholders. 
 
It is particularly important to highlight the fact that we have intensely held our loan book constant over the last two 
quarters, as we undertook a campaign, but first, protect the value of our shares against market opportunists, 
review the internal processes and staffing to ensure our preparation for the next phase of growth, and solidify our 
value proposition for all shareholders going forward. 
 
As such, our quarterly result reflects asset management to loan book against the backdrop of initiative to create 
immediate and long-term value for stakeholders by closing the discounts in our shares from their fundamental 
value and an enhancement of our capital structure to both reduce future cost of capital and support our projected 
growth, growth which is clearly not currently reflected in the company's stock price.  
 
The cornerstone in this quarter of our capital markets' activities is a new senior secured investment grade facility 
created to fund our loan portfolio growth going forward. It is the securitization facility that will have four investment 
grade debt tranches ranging from AAA to BBB, and represents about 64% of incremental funding in and of itself 
going forward. 
 
The ratings are important because they indicate that our cost of debt will decline as we move more loans into the 
securitization program and simultaneously improve the company's liquidity. At the margin, it means that Callidus 
itself will fund CAD 9 million in cash for every CAD 100 million incremental increase in loan growth, able ultimately 
to recover 100% of the growth due to the participation agreement with Fund V. We expect the securitization 
program to represent an ever growing proportion of our capital structure, as it becomes the ultimate source of 
funding for the incremental growth in our portfolio and further reduces our cost of capital.  
 
I'd like to give you some perspective on how the facilities will be used going forward. The securitization program 
will augment what we already have in place. Our existing facilities will basically function as a warehousing 
facilities. We will finance new loans initially in the facilities that already exist, our syndicated senior facility and 
currently the Catalysts [indiscernible] (04:47) facility. 
 
As loans aggregate to a size that can be effectively securitized, they will be moved into the securitization program. 
The securitization program will commence with an initial amount of CAD 165 million, of which approximately 64% 
will receive an investment grade rating. As new loans are added to the total amount in the facility, and therefore 
the proportionate represents of total debt funding will obviously rise.  
 
Second is the inflection point between the NCIB and SIB programs against the value of deploying capital in the 
loan portfolio. The return for a participating shareholders has been good, but the trend has shown that there is 
significant potential for continued future value creation. During this interim period, we have generated cash and 
have a scalable facilities now to expand liquidity. [ph] And we're going now (05:41) at a point where we must 
deploy some of that liquidity in order to maintain our increase return to shareholders.  
 
Simply stated, building cash, not used in the SIB or NCIB to this time – at this time, since only about a third has 
been funded into the SIB, has [ph] hurt (05:58) and cash flow's leverage too low and negatively impacted both net 
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income and return on equity. As a result, we will restart loan growth in the portfol io while we complete the current 
SIB and consider a follow-on NCIB thereafter. 
 
The Callidus platform is a lot more dynamic use of scale we can achieve and – furthermore, we have always 
stated that we have and we'll continue to add people ahead of projected growth and strengthen the team in the 
process. [ph] As first step for such (06:39) is the announcement of the addition of a Chief – the creation of a Chief 
Credit Officer. Jay Rogers will be Callidus' first Chief Credit Officer. Jay brings with him extensive credit and 
workout experience most recently as the senior member of Cerberus Capital Management team, and particularly 
their finance company called Ableco or used to be called Ableco, now called Cerberus Finance – Business 
Finance. 
 
As Chief Credit Officer, Jay will be responsible for managing the aggregate risk in the loan portfolio, coordinate 
and manage the work-out of certain credits, and recommend appropriate strategies to the Credit Committee to 
enhance the operations and overall quality of the loan portfolio. In addition, we will be adding other senior 
underwriters and senior members of management over the next two quarters to manage, ahead of time, the 
proposed and projected increase in the loan book. 
 
Last but certainly not least, we are able to update you on the yield enhancements we have spoken off in previous 
quarters and especially last quarter, which also positively influenced our results in this particular quarter. For the 
benefit of those who are unfamiliar with yield enhancements, they are required under IFRS accounting rules and 
are generally no-risk or low-risk financial [ph] instruments (07:57) we receive when we make an accommodation 
to a borrower. 
 
Yield enhancements are unequivocally and undeniably a fundamental, ongoing, repeating part of the business for 
a company such as Callidus. It is therefore a key part of normal operations, albeit they can be lumpy.  
 
We deal in a market segment where our clients often go through structural changes. As a result, it is very 
common for a client to need or desire changes to the original deal with Callidus. When such changes are 
requested or needed by the client, Callidus may choose to accommodate the borrower, and in exchange, demand 
or request a change in the economic relationship, resulting in what's known as "yield enhancement". These yield 
enhancements can take many forms. The most commonly understood would include revenue royalty streams, 
periodic fee arrangements, warrants and limited equity participations.  
 
Please note that the form of yield enhancements determines the impact that is reported on the profit and loss 
statements or the balance sheet with essentially no discretion to management under the IFRS rules.  
 
On our last call, we estimated that we would have yield enhancements on seven loans to report in Q2 with three 
following in Q3. In terms of value, we reported that National Bank had valued the yield enhancements between 
$0.50 and $1 per share in their valuation prepared in April, in conjunction with the substantial issuer bid. We also 
stated at that time that we thought that it was unduly conservative and incorrect. As you will see in our MD&A, we 
have exceeded all of those estimates. We have indicated that there are yield enhancements in place on 13 loans, 
which is almost 40% of our total portfolio. 
 
These have been internally valued, according to IFRS and with third parties, at CAD 57 million pre-tax with CAD 
34.8 million or CAD 0.68 per share on a diluted basis recognized in this quarter alone. Since yield enhancement is 
an ongoing and critical part of our business, this proves our previous assertions that this has not been properly 
valued by either the market, including being substantially undervalued by National Bank Financial in their SIB 
valuation. 
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The value of the yield enhancements will be reviewed every quarter, and some of those changes as required by 
IFRS will be put through the income statements and others via the balance sheet. We would expect the yield 
enhancement not only to add to value, but unfortunately, will also add some volatility of the results going forward. 
 
I will now ask David to walk us through the operating results for the first quarter.  
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. 

Thanks, Newton. Once again, we're pleased that the quarter continued our overall long-term trend of consistent 
improvement with significant gains in the key metrics of gross yield, net income and return on equity. As of 
yesterday, gross loans receivable before derecognition stood at CAD 1.218 bill ion, which is what we would 
expect, given we had held the loan book constant for the past two quarters.  
 
Looking forward and giving you some guidance on growth in the portfolio, the loan pipeline remains very strong at 
approximately CAD 940 million, and which includes signed back term sheets and the balance of funding for 
Project Resolve of approximately CAD 150 million. On the repayment side, we received full repayment on two 
loans during the quarter, totaling just under CAD 60 million. That brings our 2016 year-to-date repayments to six 
loans, totaling about CAD 165 million. 
 
Looking forward to Q3, we are expecting approximately CAD 75 million in repayments, based on the loan balance 
as of August. Over the next quarter, we expect the resolution of another CAD 10 million of gross loans receivable, 
representing four loans in our watch-list accounts. 
 
I want to note that we consider loan repayments to be a critical part of our growth. Successful loan repayments 
demonstrate how, working with Callidus, our clients benefit from properly sized and designed facilities to support 
the successful rehabilitation of their companies. This helps future clients gain confidence in our capabilities and 
the repayments provide us with capital to redeploy. 
 
Now, I'll ask Dan to discuss the financial highlights for the quarter. Dan? 
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. 

Thanks, David. Callidus recorded a strong financial performance in the second quarter. I'd like to highlight a few of 
these key metrics and what were the main drivers in their change from prior periods.  
 
Our earnings for this quarter, for the first time, include the impact of the yield enhancements that Newton has 
discussed, these are options, and therefore, there will be some variability or volatility in their valuations from 
quarter-to-quarter. To make it easier for investors to compare our results historically, our reporting, beginning in 
this quarter and going forward, will present the key financial performance metrics  with and without the impact of 
yield enhancements. 
 
EPS were up CAD 0.39 per share or 115% from last quarter, and CAD 0.37 or 104% from the second quarter of 
2015, primarily because of the addition of yield enhancements during the quarter. Revenue after derecognition 
was down 7% or CAD 3.6 million from the first quarter, and increased CAD 6.6 million or 17% from the prior-year 
period. 
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Our consolidated gross yield for the quarter was up at 20%, compared to 19.4% in the first quarter of 2016, and 
18.8% in Q2 of 2015. The main driver here is the recognition of additional fees during the period. If we break 
down the gross yield by our two products, traditional Callidus loans and Callidus Lite, we earned 20.5% on our 
core Callidus product and 14.4% on our Callidus Lite loans. Both are up from Q2 of 2015, when we earned 19.9% 
on the Callidus loans and 14.2% on Callidus Lite. 
 
Moving on to one of our most important metrics, ROE, we delivered a record ROE of 29.2% during the second 
quarter, which compares to 13.9% and 15.2% in the second quarter last year. Net income of CAD 37.5 million 
increased 119% from CAD 17.1 million last quarter and 103% from the second quarter of 2015.  
 
We have two offsetting unique events that have a substantial impact on net income and ROE, yield 
enhancements and the Gray Aqua provision. Newton has already discussed the yield enhancements. The Gray 
Aqua provision was CAD 12 million during the quarter or over 80% of our total loan loss provision for the period. 
David will be providing some background and commentary on this event in his comments.  
 
Our leverage ratio, which is measured as net debt to gross loans, was 38.5% at quarter-end, consistent with the 
ratio last quarter, as there was not a material change in the size of our portfolio during the period. Going forward, 
however, we do expect this increase as we access funding for new loans from our new securitization program.  
 
During the quarter, we've recognized the recovery of CAD 8.5 million under the Catalysts guarantee due to the 
recognition of specific loan loss provisions. Our liquidity and therefore our capacity to fund new loans has three 
components. Cash on hand, the undrawn capacity in our debt facilities and further funding we can obtain for loans 
from Callidus Fund V. 
 
At the end of the quarter, total liquidity would be able to support approximately CAD 480 million of new loans. This 
leaves us in a very good position and meet the funding requirements that come from our robust pipeline.  
 
Looking forward, our liquidity will increase again in the third quarter with the finalization and close of our new 
securitization facility, which should allow us to lever our loan portfolio by an incremental CAD 25 million. So, 
based on these key metrics, our second quarter financial results extended our overall record of strong and 
improving performance. David? 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. 

Thanks, Dan. I'd like to expand on one of the items Dan touched on in his comments. Dan mentioned the impact 
of our provision for loan losses on net income. I want to go into more detail on the provision and what drove that.  
 
The provision for the quarter was CAD 14.4 million, which is a provision rate of 4.9% on an annualized basis. This 
is running above where we're guiding you last quarter to a range of 2.5% to 3.5% on an annualized basis. While 
risk is a part of our growing business, the current rate is above where we want it to be.  
 
The largest item including the provision for the second quarter related to the Gray Aqua Group. You'll recall that 
we have already taken CAD 25.4 million in provisions against this loan to-date. This quarter, we had another CAD 
12 million, bringing the total to CAD 37.4 million. This is a loan that was made to a New Brunswick -based salmon 
farming operation that also has operations in Newfoundland. The collateral on this loan was a combination of 
fixed assets and working capital. 
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[ph] In the working capital is inventory. (17:27) The largest inventory of a salmon farming operation is salmon. 
Like all other inventory, we have third-party appraisals prepared on a periodic basis. We have just received a new 
appraisal, which indicates the significant downward change in the quantity and quality of the salmon inventory. 
There are likely several factors contributing to the decline in the value of the fish, most notably, a detrimental 
change in water temperature and an infestation of marine parasites, sea lice to be exact. As a result, we expect 
the harvest of this inventory to be much smaller and of less value than originally estimated. 
 
With the final harvest not occurring until March 2017, we will continue to monitor this issue and take any steps to 
maximize the value of the inventory. We will also begin the process of selling the fixed assets comprised mainly of 
machinery and equipment. We constantly adjust our underwriting criteria based on what we see in the market and 
what we experience and learn on individual loans. We have made changes to our practice based on the Grey 
Aqua experience. Going forward, we will not underwrite loans to businesses where their collateral and cash flow 
are dependent on biological assets that can unexpectedly and unpredictably deteriorate.  
 
With that, I'll turn it over to Newton for a final comment before we move to questions. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. 

Thanks, David. We have spent the time to enhance our capital structure and are on track to achieve a lower 
sustainable cost of capital while funding our future growth for our next phase. It places us in a very strong position 
to benefit from the favorable conditions in the marketplace, as we restart our loan portfolio growth.  
 
As we enter this new phase, our strong liquidity position allows us to continue to return significant capital to our 
shareholders through a monthly dividend as well as to those that wish to participate in our existing SIB and future 
capital markets program. And as our ROE strengthens even further with the growth, since this is a highly scalable 
business, the ability to increase leverage and our lower cost of capital, long-term shareholders will share in the 
strong positive future results for Callidus. 
 
As always, I would like to thank our investors for their continued support. And now, operator, we'll be pleased to 
take questions. 
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QUESTION AND ANSWER SECTION 
  
Operator: [Operator Instructions] Your first question comes from Jaeme Gloyn from National Bank Financial. 
Your line is open. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Yeah. Good morning, guys. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
Good morning, Jaeme. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
The first question is related to the Gray Aqua provision. Can you just elaborate on the size of that loan? How – 
what percentage of provisions have you taken to-date as percentage of the loan? And then, a follow-up, the final 
inventory in March 2017, does that coincide with the maturity of the loan as well? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
So, I'll take the first cutout. And then, David, you can expand on it. I don't believe the size of the loan is public, but 
the vast majority of the loan has already been written off. Under IFRS rules, we have to value the collateral on an 
ongoing basis. We're very careful with Gray Aqua. When the value [ph] came in, that there (21:00) is a problem 
with the inventory. And remember, most of our loans are valued or are [ph] lend against (21:07) inventory 
receivables and the balance of the [ph] gains fixed (21:11) equipment or machinery and equipment.  
 
We took the provision. The reality is that Gray Aqua was a mistake. We tried something, as I said last quarter and 
we tried to enter into a new area. We are going to, on occasion, try new areas and new approaches as a growing 
business. And at times, we'll get it right. And at times, we'll get it wrong. Gray Aqua is a one-off situation in the 
sense that we [ph] lend against (21:36) inventories that's biologic in nature, and we thought that the operators as 
well as the third-parties that we had engaged would be able to help us understand the business.  
 
Clearly, the business was more – is more complicated than we thought. We tried it. It didn't work. We'll clean it up 
to the extent that there is any more left to be written-off. If and when the value of the remaining collateral fall 
below that value, we'll take a provision on it. But you need to understand that the collateral includes machinery 
equipment in a number of locations. And at some point, we're obviously going to get very, very close, it's not 
already there, to the underlying value of the collateral that is not fish related.  
 
So, right now, we're very comfortable with where the provision is. It could go in both directions. It could go up, but 
it also could go down in the future, meaning the provision will be adjusted relative to the value of the underlying 
collateral. In terms of the inventory [audio gap] (22:38) all of our loans are technically 364-day loans and have to 
be renewed. I don't remember the exact date, maybe David does, when that loan is up for renewal. So, we are in 
the process of dealing with the loan, and we will deal with this in due course and in a timely manner regardless of 
when the actual technical due date is. 
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David? 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. A 
Thanks, Newton. I don't recall the date of the loan offhand. Even if I did, I don't think we would probably disclose 
it. I don't really have anything to add to your comments, unless Jaeme has a follow-on question on Gray. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
No. But I will follow on just some other loan disclosures, specifically related to oil and gas loans. I noticed that the 
collateral coverage ratio declined from [ph] 172% to 118% (23:27) from Q1 to Q2. Can you just describe what 
happened or what drove that decline? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
The decline in – first of all, I don't know about you, but having collateral of 118% makes me pretty happy in 
something that's been beat up [ph] in a sector, (23:47) I suspect that most lenders, especially the Canadian banks 
[ph] that blends with the sector, (23:51) would be beyond ecstatic to have 118% coverage on their loan.  
 
That being said, again, both under IFRS and under internal policy, we revalue the collateral on an ongoing basis. 
When we see the collateral changing, we change the value of the collateral. And at times, if we're worried about it, 
we will change the requirements under the borrowing base. So, if we saw – as an example, if we saw a loan in oil 
and gas or anywhere else that didn't have sufficient collateral, we would consider changing the borrowing base 
and advancing less. If we see any of these loans approaching something that concerns us, we'll either advance 
less or change the borrowing base, as these are right. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Okay. Great. Fair enough. Shifting gears to the yield enhancements and the CAD 32 million gain, can you just 
sort of elaborate on the size of the [ph] potential can, (24:52) the size of the original loan that those warrants are 
associated with? What's the value of shareholders' equity or percentage that that CAD 32 million would represent 
of the company? And then, maybe just some commentary on the industry or sector that those warrants are 
attached to. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
Some of that, I could answer. Some of it, we're not legally allowed to answer for a bunch of reasons. We will not 
tell you the size of the original loan. It is a loan that originally was troubled. We helped the company review their 
operations. They entered an additional and extra line of business, [ph] which makes their credit basically found. 
(25:46) They came to us and asked us if we would amend and help them with our facility to help them go in that 
business. It is a huge incremental increase in their business. They seemed to be executing well to extremely well.  
 
We are very supportive of them. They are a poster child of how we can help and why we would want to help a 
company that first was in trouble and then figures out a way to get out of trouble. Without our help, it would not 
have been able to go into this additional business, which is, in terms of revenue, billions of dollars for them 
potentially. At least, the first part of it is a couple of billion dollars or more.  
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The value is not determined by us. The value is actually determined in conjunction with third-parties outside of the 
firm and then reviewed with the auditors. The IFRS rules are incredibly specific and esoteric. The form of the yield 
enhancement itself will determine when it hits your financial statement and where. So, for example, under the 
IFRS rules, there is zero discretion in dealing with this issue. So, if you are receiving work or options as we did in 
this particular case, one is required to value those options or warrant and put them through the P&L.  
 
Similarly, when we receive a cash fee, that also must be run through the P&L. If we have [ph] Gray's equity 
(27:36) being granted to us or other forms of yield enhancements, it actually goes on to the balance sheet and is 
only recognized on the P&L at the time of the sale. I understand that that's complicated and I understand it's hard 
to follow. There's no discretion. There is nothing we can do nor is there anything we would do other than abide 
explicitly and directly with the IFRS rules. 
 
In addition, under the IFRS rules, we are required to recognize whether it's on the P&L or the balance sheet, the 
yield enhancements in the period in which it becomes obvious that that is available to us or that is the agreement 
with the party has been entered into. So, this quarter's yield enhancements disclosure actually incorporates in 
effect some things that have in the past been in our P&L, such as fees or revenue and other things that have not, 
such as the option in this one situation and some other things that are on the balance sheet which have not in the 
past been included. 
 
This is a recurring and ongoing part of our business. It is a fundamental part of the business. It's critical to how we 
run the business. It will contribute. Albeit in a very lumpy way, in every period going forward, they will be revalued 
as required under IFRS on a quarterly basis. But as the book grows, as you can see, with almost 40% of our 
loans having some form of yield enhancements, one can easily understand that, as the book grows, so will yield 
enhancements and it requires valuation by TheStreet. 
 
So, right now, we don't think TheStreet is valuing either the restart of growth or the ongoing contributions of yield 
enchantments to the earnings stream and the earnings power of the business. One approach, which was 
suggested to me, which I actually think is, at least, intellectually acceptable, albeit I don't believe it 's the right way 
to do it, is that similar to the way public-private equity firms are valued, where they value the management fee at a 
higher ongoing multiple that they carry, it would be arguable that the income stream of normal income would be 
valued in our business at Callidus at a higher multiple than the ongoing value of yield enhancement. But it's very 
clear to me that a 1 multiple on that value is simply intellectually indefensible.  
 
We've already exceeded essentially the valuation on a 1 multiple basis that National Bank included in their 
valuation in the SIB and even the most conservative approach, where there would be a lower multiple on yield 
enhancement to normal earning, would result in a multiple greater than 1. So, clearly, this is something t hat we're 
going to have to help TheStreet understand and TheStreet will decide how to value.  
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Okay. So, just one point to clarify. The unrecognized value of CAD 22.2 million, where is that on the balance 
sheet right now? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
That's not on the balance sheet. 
................................................................................................................................................................................................................................ 
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Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Okay. Sorry. But I thought I heard you said it was on the balance sheet. Okay. 
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. A 
No... 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
No, what I said is that IFRS requires specific and explicit treatment sometimes on the P&L, sometimes on the 
balance sheet and sometimes you don't recognize it until it's earned.  
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Right. Okay. The last question just before I turn it over. With respect to the expenses, you'd mentioned that 
there's been some recent hires within the quarter and you expect to make some hires subsequent to the quarter. 
How do you see expenses evolving over the coming quarters? I guess, how much of these new hires are 
reflected in the current quarter and how much would you expect to be reflected going forward? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
I think that's actually a really good question. I think all of these questions have been really good, actually. We've 
always said that we hire ahead of growth. We've always said that when we are growing. We argued that our 
expenses were ahead of what we thought the normalized amount would be. I would argue that our expenses 
currently are a little bit but not a lot, meaning in Q2 and Q1 where they would be. But since we're restarting 
growth, we would expect that, even with the hires to come more into line and go down over time, it might be 
lumpy at the frontend and then come down as a percentage. 
 
We think that's the right way to build the business. We think that you actually have to have the people in the 
business and understanding it ahead of your need for them so that they can actually learn it. Historically, we have 
said publicly that, roughly, for every CAD 100 million of growth, the operating leverage is such that [ph] by CAD 
500,000 (32:52) of expense is lumpy because, this time, you're hiring a more expensive person like a chief credit 
officer or an underwriter or whatever. And then, next time, you're hiring a field examiner or a collateral clerk.  
 
Typically, we would backfill the office after we've built in the higher and more senior people. We would expect, as 
a result of the increased leverage and the new securitization facility, that overall and over the next two quarters to 
four quarters our expense ratio is actually coming down and our cost of capital is coming down, but it will take us 
a few quarters. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Okay. I'll turn it over to somebody else for now. 
................................................................................................................................................................................................................................ 
 
Operator: Your next question comes from Stephen Boland from GMP Securities. Your line is open.  
................................................................................................................................................................................................................................ 
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Stephen Boland 
Analyst, GMP Securities LP Q 
Good morning. Just two questions. I guess, you've already touched on the provision. Can you talk on the recovery 
that occurred in the quarter? Is that from one loan or is it just the ongoing adjustment with your collateral values 
that you're getting that money back from – through the guarantee? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
David, Dan, maybe you guys could answer that. 
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. A 
Sure, Newton. The recovery of CAD 8.5 million is just a normal course for us. It covers some loans that are 
guaranteed from Callidus and that's really all it is, Stephen. 
................................................................................................................................................................................................................................ 

Stephen Boland 
Analyst, GMP Securities LP Q 
Okay. And Gray Aqua is not part of that recovery, right? 
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. A 
We haven't disclosed that. But I think if you look at and see that we took a CAD 12 million provision and that our 
total recovery was CAD 8.5 million. 
................................................................................................................................................................................................................................ 

Stephen Boland 
Analyst, GMP Securities LP Q 
Right. Just confirming. Okay. Maybe the second question is just for you Newton and looking forward over the next 
four months to your past comments about going private, restarting growth as you said, you're throwing some big 
EPS up, your SIB [indiscernible] (35:04) essentially nearly done and you're considering then an NCIB.  
 
If the stock is near or at the range of the National Bank, is your rent really the trigger or is it – if January comes or 
February and the stock is still – if it hits that range but doesn't stay there, what should we look forward to? Is it 
ongoing battle for you to keep the shareholders in surplus value in all these mechanisms that you're doing? 
Hopefully, that was clear. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
I think I understand parts of the question. So, let me try to address as much as it is I can. And if I missed 
something, you can re-ask or you can clarify the questions, Stephen. First off, I think one of your underlying 
assumptions about the SIB is not correct. The SIB, unfortunately, for us, has only had about 1/3 of it tendered.  
 
As of the last extension that I think was July 30, [ph] so either 29th or 30th. (36:10) Only about 1.2 million shares 
out of an offering for CAD 3.7-ish million had been tendered, which is somewhat disappointing to us because, 
frankly, it's better for the company more shares that are tendered into the SIB. As a result of the SIB, we're sitting 
on a lot of cash because we have to actually have the cash to settle at a fairly quick basis, sometimes within the 
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days or a couple of days of the shares being tendered. So, we have to actually sit on cash, which in turn has 
reduced our leverage as you can see from the numbers to about 38.5% – 40-ish percent. 
 
And that in turn has hurt what otherwise would have been net income and ROE. The SIB is a critical part of what 
we're trying to do for long-term shareholders. We work for the long-term shareholders. It's our job to figure out the 
best ways for them to get a return. At CAD 16.10, it is our view that, even to the midpoint of the National Bank 
valuation, that's a 25% return roughly, CAD 4.16, but 25% essentially no change in risk and risk that's a no 
execution risk. Returns, in our view, is actually a very good use of capital to the investors. What we've noticed is 
that as a result of holding the book steady, that cash is actually going up. And that will further hurt both ROE and 
net income if we don't start deploying the cash, which is why we have said that we will restart growth. 
 
Notwithstanding that, we clearly on an operating basis exceeded all of TheStreet's target. And if you include yield 
enhancements, which we believe and can prove is an ongoing part of the business, we massively exceeded all of 
TheStreet's targets. So, it's a little surprising for me this morning to read – I read three positive notes about the 
company exceeding expectations and one with a very short headline that said that we missed the operating 
expectations, which is just factually not correct. 
 
So, the problem that we're going to deal with going forward is what's the value if there is to be a growing private 
transaction. And the answer is that we will engage in a process if the stock has not – oh, let me go back. So, you 
mentioned something about the National Bank valuation. Clearly, the National Bank valuation is too low. They 
included CAD 0.50 to CAD 1 for yield enhancement, and we've actually basically disclosed CAD 0.50 really more 
than the pre-tax at about CAD 0.60-odd after tax per share. I think it was about CAD 0.60 odd, CAD 0.62 of share 
after-tax if my math is correct. And that would assume it was only a 1 multiple, which is just mathematically not 
correct. 
 
So, clearly, it's our view that the National Bank valuation itself is too low on the low side. And to be fair to National 
Bank, they didn't have the same amount of data that we have now because we're further along in a whole bunch 
of the yield enhancement. And frankly, we have more of them now. We have told people in Q1 that it was 7, and 
we are working on three more, and now we have 13. 
 
When you combine that with growth, and we know that some proportion of the new loans will end up having yield 
enhancement, even at a 1 multiple, it's clearly too low in the National Bank valuation. Our job will be to be to run a 
process if the stocks remain undervalued, whereby the minority shareholders get full value for their stock. It's one 
of the reasons why we have said in the past, and I'm repeating now, that Catalyst will not be a bidder in the going-
private transaction. 
 
Our view is that the market may misinterpret it and see us, at Catalyst, trying to buy the business on the chip. So, 
we've removed ourselves from any future prospective process to make sure that people understand that our 
interests are aligned. Since we're not the buyer and we have to mark-to-market, in the funds, we want that sale to 
be as high as anybody else does. And we will ensure that the process takes care of and maximizes the value for 
the minority of shareholders. 
 
Legally, as part of any going-private transaction, if the stocks does not recover to where we think it's a fair value, 
there will be another third-party valuation and opinion provided to the board, and then the board will decide 
whether it's fair value. Since we're clearly restarting growth and intending to restart growth, if that growth 
materializes along with the increased value of yield enhancements, it's pretty clear that our view is that the stock 
is worth a lot more than what the historic National Bank [ph] valuations as it was (41:35) and we'll leave it to the 
board to evaluate it and to run the process. 
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Stephen Boland 
Analyst, GMP Securities LP Q 
And your time line is still [ph] near end then, right, through that – through that, (41:46) to get to that valuation for 
that time? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
What I've always said is that – if the value has not been unlocked, we will start the process before yearend. We 
obviously would never be able to complete a transaction before yearend and the process would take as long as it 
takes. The first thing you do, generally, is you hire a third-party to run a sale process. You'd to hire another third-
party as part of that process, separate, independent from the one running the process to provide evaluation. We 
will follow the letter of the law and the process that we will do everything we can back to my value. And as I've 
said in the past, if that means we started in – that means if the stock has got recovered sometime in Q4, we will 
start the process in Q4. 
................................................................................................................................................................................................................................ 

Stephen Boland 
Analyst, GMP Securities LP Q 
Okay. That's great. That's all I have. Thanks. 
................................................................................................................................................................................................................................ 
 
Operator: Your next question comes from Paul Holden from CIBC. Your line is open. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
So, I want to ask a couple of questions on the yield enhancements. So, one, to get -I just want to make sure I 
understand the accounting appropriately and I think, Newton, you kind of referred to this already, but I want to 
make sure I understand it. In terms of mark-to-market gains, those will be broken out separately on the income 
statement as it was this quarter. And then, in terms of the royalty income and other type of income 
enhancements, those will be included in revenue, i.e., like the CAD 2.8 million this quarter, is that correct? 
................................................................................................................................................................................................................................ 

 
 

A 
Yeah. To be clear, we've always included anything that's on the revenue line, where it's been received in cash. 
We're required under the accounting rules to do so. The accounting rules are incredibly asset [indiscernible] and 
frankly annoying. Under the IFRS, the deal was discussed. I've argued that there is a lot more form than 
substance under the rules, and that it could cause people to misunderstand it. We have to follow those rules, we 
have no choice. We will follow those rules. The rules generally say two things, and David or Dan, you can expand 
on this. 
 
When I look at it, I think there is two ways. The first is that the form of the agreement determines the accounting 
treatment and the findings of it is also determined by the form. So, basically when you look at the form of how the 
yield enhancement is taken, whether if a revenue or fee issue, it leads you down one path or options, it l eads you 
down a similar path, but with potentially different timings and valuation issues, or it's straight out equity or other 
issues, you don't recognize it until the very end. It's kind of silly because you're recognizing something 
immediately and you're deferring others, this is proportionally long unit it's actually realized on.  
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So, I agree that leaders of the statements will not see some of it because under the accounting rules, it's actually 
not recognized until it's actually crystallized and realized upon. There is nothing we can do about that. All we can 
do is, do what we did we think fairly well this quarter and we're open to suggestions of people actually have better 
ideas of breaking it out and showing how much of it was revenue, how much of it is options etcetera, and then fair 
valuing it so as quarters go by if there is a change in a fair value, you'll see it and you'll see where it is.  
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
And then what would be dealing with the stress lending portfolio, there may not be a very typical situation, but just 
on average I mean what is the type of situation that would get you into these yield enhancement instruments.  
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. A 
You're right. There is no typically – first of all I want to go back and ask David and Dan. Do you guys have 
anything to add on these crazy after the IFRS rules related to yield enhancements.  
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. A 
Yeah, just pointing out one thing, Newton, that on page 13, of our MD&A and I'm sure Paul you've looked at this. 
We would get our chart and this chart will get updated every quarter. To Newton's point there is five different 
methods of accounting depending on what the instruments are and so we've broken out our portfolio that has 
yield enhancements into each of those buckets and we show what those through the P&L in the quarter and as 
Newton said also what is not yet recognized and why it's not recognized. So, you know what is likely to come at 
some point in the future assuming things pulled up. So, that will be the chart you're going to want to look at every 
quarter. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Off icer, Callidus Capital Corp. A 
Okay, that's helpful. And if people have suggestions we're certainly willing to entertain discussion about whether 
there is a better way to disclose it or whatever else. My worry is that the MD&A now has become an extremely 
long and in places complicated read. It's a result of the accounting rules. We are required obviously to follow the 
accounting rules and we're doing so. But I'm getting worried that it's getting too hard to follow. We will continue to 
provide as much transparency as we can and that means that we have to figure out a way to summarize better at 
the front end of the MD&A or in the press releases, we'll try to do that. As the team can attest, we spent an 
enormous amount of time and lots of effort trying to simplify the language and the disclosure, both in the MD&A 
and the press release. I don't think we're very good at it, and I think we can improve at it.  
 
In terms of the nature and types of the yield enhancements, they range. So, you're right, there is no typical one. 
What I would say to you is that from a pure specific perspective, we have a sample size and we have a long 
enough period now, where we have more than a normal distribution, normal distribution being [indiscernible] 
(48:11). We obviously have had multiple years of running the business. We have CAD 1.2 billion in the portfolio, 
and we currently have plus or minus 40-ish loan. And over time, [indiscernible] (48:27) specifically valid that some 
large proportion of our portfolio will eventually have some yield enhancements to us, and that makes intellectual 
sense if you think about it. These are companies that are going through a restructuring process.  
 
They're going to see opportunities that they didn't think they would see that will result in an opport unity for us 
where we can help them, like the biggest contributor to yield enhancements on the P&L this quarter. And there 
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will be others that don't execute as well as they think, and they need help from us; and as a result, we have to 
decide if we're going to help them. And if so, on what terms? That would be something like a company that's been 
in the public domain in the past, which it's now been the report process called Blueberry. We will get value where 
we help people, or else we just won't help them and we'll liquidate our collateral. 
 
So, it's really up to us to decide if we're willing to help people and accommodate them; and if so, what the price of 
that will be. If you look at it, you'll see there is a range. The range is from a small fee for an extension because 
somebody couldn't finance us out after the term of the loan, to very large where, but for our contribution, the rest 
of the stakeholders [ph] at (49:51) the borrower would not have any of the upside, and we want and believe that, 
as a result, we're entitled to a piece of it, and we negotiate it.  
 
One of the problems with yield enhancements is that it's a negotiation. So, we don't get to determine the form in 
isolation of what that yield enhancement will look like. It requires a conversation and a negotiation with the 
borrower. We don't control the ultimate outcome, or else we'd have a more formalized approach that we could 
show to you guys. We have to negotiate it with the borrower. 
 
There are times when the borrower may say, we don't agree to that, we're not going to do it, it's not worth it to us, 
and we'll get nothing. There'll be other times where they say, we don't agree with that, but we would offer you X, Y 
or Z. I do think that the right way to handle it is to statistically look at i t over time and say, well, when you have a 
portfolio of X dollars, over time, yield enhancement will contribute Y number of income because it'll be Z number 
of loan. And I think it will take a number of quarters of our doing it for people to see. I would point out that 
historically some of it has already been included in revenue and therefore the implied multiple in the market, 
which is on the revenue side or the fee side because by law, we're required to recognize revenue and we receive 
it or when it's agreed to. 
 
So, I think, what you were really worried about is trying to disaggregate enhanced yield enhancements, and I think 
that people are already starting to think about finally, how do you value yield enhancements separate from the 
ongoing stream of a portfolio of X hundred or billions of dollars, and I don't think it's an easy issue. I think it's hard.  
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
So, a follow-up question to that. So, to give out the portion of yield enhancements that's currently not included in 
revenue and hasn't been historically, how do we think about that value being crystallized? Is it when a company 
saw that, i.e., there is a change in equity ownership? Is it when the lending relationship ends? So, yeah, how do 
we think about it? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
So, I would say two things. First of all, our average term is somewhere between two and two and a quarter years 
right now. So, whatever is on that table, I would [indiscernible] (52:34), and I would say that it would be received 
essentially sometime on average over the duration of that average term, that's number one.  
 
Number two, I wouldn't – this is just me. I don't focus on the specific of this unrecognized or that recognized yield 
enhancement agreement. I focus on it as a percentage of the total book because that would help me model out 
how that will grow over time, but that's how I would do it. And then, I would add average term to it. It's clearly not 
been included in earnings, and it has not been included in valuation. We're happy to help people to think about it, 
it's not our place to tell them or tell you how to do it, other than to say that a [ph] value that's zero (53:25), which is 
what the market has been doing, is clearly indefensible intellectually. 
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Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
Right. I guess what I'm specifically trying to get at here, say, it's warrants or direct equity ownership, how do you 
actually crystallize that value of equity? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
Well, it depends on the agreement. So, there may be a [ph] shotgun with (53:49) the company where they have to 
buy it back from us over a period of time. There may be a [indiscernible] (53:33) call arrangement. If it's an – if its 
options or warrants or a straight-up equity. If we own 100% of the business, it would be because we're selling the 
business and it's entirely within our control. This is no different than – I'm not trying to be arrogant when I say this, 
it's no different than what Catalysts already does incredibly well, which is unlock value from companies that need 
our help. In these circumstances, this goes very well with the competitive advantages already at Catalysts. And 
frankly, CBL gets to exploit because of its relationship with Catalysts. So, when it comes to monetizing on this, 
that's not frankly something I worry about. I care about the value in creating the value. We'll end up getting the 
value as we have historically and always we'll try to do as best we can. But that's why I said to look at the term, 
the average term. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
Okay. So, different topic now to review of employees and some of the decisions you're making going forward. So, 
first off, in terms of the decision to hire new underwriters, how many do you currently have today? And have you 
seen some turnover over the last year? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. A 
Including junior people, David, we have how many right now? 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. A 
We would have, with junior people – four, five – nine. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
So, if you think about it, nine underwriters for our portfolio of 30-odd, 40-ish loans, it's a little bit heavy. Some of 
that is as a result of junior people being groomed to take on more responsibility, which we're in the process of. 
Some of that is because we always knew that we would end up restarting growth sooner or later, and it's actually 
frankly a little bit sooner than I have thought it would be. I think that – and we've said this publicly, I think that we'll 
probably add two senior or mid-senior underwriters in the next couple of quarters, it's in the – I think it's in the 
press release and I think I'm pretty sure it's in either the MD&A or my earlier comments.  
 
We'd clearly decided to increase the structure and discipline of the business with the hiring of Jay and the creation 
of a Chief Credit Officer back on purpose. Obviously, we think that managing at CAD 2.5 billion book is 
fundamentally different than managing a CAD 1.2 billion book, so we're getting ready for that. 
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We've been fairly privileged and blessed for the last two quarters to able to turn inward. And frankly, in a twisted 
way, Gray Aqua has been a great [ph] lesson (56:58). So, there are some collaterals  and there are some forms of 
inventory that we'll just never touch ever again. And the experience has taught us that there are just some areas, 
no matter what we think internally, we will never be able to actually understand some businesses as well as we 
would like. And I frankly would rather have the experience – a one-off experience in the biologics area, have 
something like Gray Aqua now in the business when we have a ton of liquidity and no issues while we were taking 
a pause in growth than when the business is being [ph] fresh (57:38), growing businesses learn while they're 
growing. There's nothing unusual about that. What is unusual about Gray Aqua is that, A, some of the process 
that was involved in Gray Aqua was not as robust as we would like. And in the last quarter, we highlighted nine 
changes, I think it's nine, nine changes internally. Those changes are obviously continuing, as you can see, by the 
retirement of Craig Boyer and – the pending retirement at the end of the year of Craig Boyer and the hiring of Jay 
Rogers. We're clearly very focused on tightening and continuing to tighten the business. We think that's normal.  
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. A 
And Paul, to answer your question very specifically about turnover. We've had zero turnover. And as Newton 
mentioned, other than Craig who will be retiring by year end, we've had no turnover in the underwriting and credit 
section of our business. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
Got it. Thanks for that. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
Well, we had one person who, unfortunately and unfortunately for his family, died but technically wasn't in the 
underwriting group. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
One final question from me... 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
And we were not [indiscernible] (58:58). 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
With respect to the SIB, Newton, as you pointed out, only a third or so has been tendered relative to the amount 
you are willing to buy back. So, if that number does not increase, do you take a [ph] similar to move (59:18) as to 
what you've done in the past in terms of extending the offer and perhaps increasing the offer price? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
I'm not going to speculate on what my board may have approved or not approved or decided to do going forward. 
If you remember, Paul, you were one of the proponents who told me that SIB was going to be oversubscribed and 
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that you thought it would be significantly oversubscribed going into that CAD 14, which I think contributed to your 
target of CAD 14, CAD 15. My view at the time was I think that that wouldn't be incredibly stupid by the markets, 
but if they're going to be stupid, we will take advantage of it on behalf of our long-term shareholders, so long as 
we do it in a legally appropriate and a highly transparent manner, which was the point of the SIB.  
 
Clearly, the market is not stupid. It certainly didn't tender very much from CAD 14 to CAD 15.50, and now CAD 
15.10. Very confident in my board, and that the board will evaluate it  on an ongoing basis. I'm pretty sure that the 
entire board is disappointed that only roughly a third has been tendered into the SIB. Under the rules, the SIB can 
basically be renewed, we're currently doing it on a monthly basis. I will talk with my board in the next few days and 
we'll decide what's going to happen at the expiry of this extension, which I think is August 30 or something. David, 
do you remember the exact day? 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. A 
Yes. That's right, Newton. At the end of August. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
And so... 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
I think – my personal view is that banking on the market being stupid overall is a losing strategy in the long run, 
and I believe that the market will eventually understand both the value of this business restarting growth, the 
quality of our earnings which clearly has held in very, very well even with Gray Aqua as a fairly atypical issue 
because we're never going to be in the biologics business, and we will never frankly value inventory that way ever 
again, even if it's not a biologics business. And we're not going to have inventory technically that is a very quick – 
not only a quick wasting asset but requires investment to maintain its value.  
 
So, there's a whole bunch of process and procedure issues that we are unique, the Gray Aqua, and in a twisted 
way, I think it's helped our team. But I also don't think the market is stupid enough to put a zero value on yield 
enhancement. It's going to put a multiple on it, I don't know if the market will put the same multiple as our normal 
revenue stream and maybe it'll be that it puts it on the same multiple for the stuff that we recognize as fee or 
income because that's fairly stable, and a different multiple on the stuff that's either often directly, but I don't think 
the market is going to put a zero value on it which it currently is.  
 
So, we'll see what the market does. And if the market does disagree with my board's view of the value, then we'll 
evaluate what we think that value is and we will decide to use capital in the most efficient manner for our long-
term shareholders, and if we're making that 20%, 25%, 30% return by buying into the SIB, then we're extending it 
or increasing the price up, that's what we'll do. And remember, the stock price goes up as you actually materialize 
on that growth. So, our view of value and the world's view of value will change once growth starts hitting the loan 
book, it will go up. And if people want liquidity, we're more than happy, we're not quite ecstatic, and encourage 
them to tender to the SIB. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
Great. That's all the questions from me. 
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Operator: [Operator Instructions] We are showing no further questions at this time. I will turn the call over to Mr. 
Reese. 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. 

Thank you, Sharon. Thank you, all, for your questions. We look forward to seeing many of you over the coming 
weeks. Enjoy your day, and thanks again for your support of Callidus.  
................................................................................................................................................................................................................................ 
 
Operator: Ladies and gentlemen, this concludes today's conference call. You may now disconnect your lines.  
 

 

 

 

 

 

 

 

 

 

 

Disclaimer 

The information herein is based on sources we believe to be reliable but is not guaranteed by us and does not purport to be a  complete or error-free statement or summary of the available data. 

As such, we do not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the information. You must evaluate, and bear all risks asso ciated with, the use of any 

information provided hereunder, including any reliance on the accuracy, completeness, safety or usefulness of such information. This information is not intended to be used as the primary basis 

of investment decisions. It should not be construed as advice designed to meet the particular investment needs of any investo r. This report is published solely for information purposes, and is 

not to be construed as financial or other advice or as an offer to sell or the solicitation of an offer to buy any security i n any state where such an offer or solicitation would be illegal. Any 

information ex pressed herein on this date is subject to change without notice. Any opinions or assertions contained in this information do not represent the op inions or beliefs of FactSet 

CallStreet, LLC. FactSet CallStreet, LLC, or one or more of its employees, including the writer of thi s report, may have a position in any of the securities discussed herein. 

 

THE INFORMATION PROVIDED TO YOU HEREUNDER IS PROVIDED "AS IS," AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, FactSet  CallStreet, LLC AND ITS 

LICENSORS, BUSINESS ASSOCIATES AND SUPPLIERS DISCLAIM ALL WARRANTIES WITH RESPECT TO THE SAME, EXPRESS, IMPLIED AND STATUTORY, INCLUDING WITHOUT 

LIMITATION ANY IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. TO THE 

MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, NEITHER FACTSET CALLSTREET, LLC NOR ITS OFFICERS, MEMBERS, DIRECTORS, PARTNERS, AFF ILIATES, BUSINESS 

ASSOCIATES, LICENSORS OR SUPPLIERS WILL BE LIABLE FOR ANY INDIRECT, INCIDENTAL, SPECIAL, CONSEQUENTIAL OR PUNITIVE DAMAGES, INCLUDING WITHOUT 

LIMITATION DAMAGES FOR LOST PROFITS OR REVENUES, GOODWILL, WORK STOPPAGE, SECURITY BREACHES, VIRUSES, COMPUTER FAILURE OR MAL FUNCTION, USE, 

DATA OR OTHER INTANGIBLE LOSSES OR COMMERCIAL DAMAGES, EVEN IF ANY OF SUCH PARTIES IS ADVISED OF THE POSSIBILITY OF SUCH LOSSES, ARISING UNDER OR 

IN CONNECTION WITH THE INFORMATION PROVIDED HEREIN OR ANY OTHER SUBJECT MATTER HEREOF. 

 

The contents and appearance of this report are Copyrighted FactSet CallStreet, LLC 2016 CallStreet and FactSet CallStreet, LLC are trademarks and service marks of FactSet CallStreet, LLC. 

All other trademarks mentioned are trademarks of their respective companies. All rights reserved.  

447

470



 29 

EXHIBIT 4 

448

471



 A C C O U N T I N G  W A T C H L I S T  
    Compa ni es  w i th  acc ou n t i ng  a nd  d i s c l os u r e - r e la ted  r i sk s   

 

Veritas Investment Research Corporation ("Veritas") its directors, officers, employees and their immediate families are prohibited from trading any position in the securities profiled in a report thirty (30) days before and five (5) days after the publication date where 

the report involves coverage initiation or a change of opinion. Veritas has not offered any consulting, financial advisory, investment banking or underwriting services to the companies mentioned.  Veritas does not accept research fees from the companies profiled 

herein. The information contained in this report has been obtained from sources believed reliable however the accuracy and/or completeness of the information is not guaranteed by Veritas, nor does Veritas assume any responsibility or liability whatsoever. All 

opinions expressed are subject to change without notification.  This report is for information purposes only and does not constitute and should in no way be construed as a solicitation to buy or sell any of the securities mentioned herein. The contents of this research 

report do not, in any way, purport to include any manner of legal advice or opinion. The intention of this report is to provide a forthright discussion of business, accounting and financial reporting issues, as well as generally accepted accounting principles and the 

limits of their usefulness to investors.  As such, please do not infer from this report that the accounting policies of any company mentioned herein are not allowed within the broad range of generally accepted accounting principles, or that the policies employed by 

that company were not approved by its auditor(s).  This report may not be reproduced in whole or in part without the express prior written consent of Veritas. Veritas is a 100% employee owned firm.  ©2013 Veritas Investment Research Corporation. 

       RISK AREAS 

Company  Ticker Analyst Date  
Added  

Organic  
Growth  

Earnings 
Quality 

Cash Flow  
Sustainability 

Liquidity /  
Leverage /  

Off-B/S  
Concerns 

Non-GAAP  
Metrics  
Cloud  

Financial  
Performance 

Mgmt. Comp.  
Structure  
& Corp.  

Governance 

Disclosure  Tax  

Aimia Inc. TSX-AIM Wong 3-Sept-14         

Avigilon Corp. TSX-AVO Dusseldorp 31-Jul-14         

Callidus Capital Corp. TSX-CBL Georgopoulos 16-Apr-15         

Cameco Corp. 
TSX-CCO 

NYSE-CCJ 
Khmelnitsky 30-Apr-14         

CGI Group Inc. 
TSX-GIB.A 

NYSE-GIB 
Dusseldorp 3-Nov-11         

DirectCash Payments Inc. TSX-DCI Dusseldorp 18-Sep-13         

MacDonald Dettwiler & Assoc. Ltd. TSX-MDA Khmelnitsky 3-Nov-11         

Open Text Corp.  
TSX-OTC 

NASDAQ-OTEX 
Khmelnitsky 16-Nov-10         

Silver Wheaton Corp. 
TSX-SLW 

NYSE-SLW 
Khmelnitsky 13-Oct-15         

Valeant Pharmaceuticals Intl. Inc. 
TSX-VRX  

NYSE-VRX 
Khmelnitsky 5-Jan-12         

N O V E M B E R  1 3 ,  2 0 1 5  

 

 Veritas Investment Research, 100 Wellington Street West, TD West Tower, Suite 3110,  P.O. Box 80, Toronto, Ontario , M5K 1E7, 416-866-8783, www.veritascorp.com 
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TASO GEORGOPOULOS 

tgeorgopoulos@veri tascorp.com 
416-866-8783 

 

Updated November 12, 2015 

 
Current Price C$10.53 

Market Capitalization (million) $520 

CALLIDUS CAPITAL CORP. 

TSX-CBL 

G R A V I T Y  
Concerns related to the credit quality of Callidus’ loan book and uncertainty regarding the Catalyst loan loss guarantee 
combine to create uncertainty for investors attempting to value Callidus.  Only half of the loan book (in dollar terms) at 
December 31, 2014 was guaranteed and given the portfolio concentration, a single large borrower impairment could sig-
nificantly impact earnings and book value.  The information we have gathered from bankruptcy court filings, industry par-
ticipants, news media and various other sources suggests 20% of loan commitments could be at risk of impairment, absent 
the guarantee. 
 
Risk Areas 

 Earnings quality — Due to the priority of payments structure related to interest income and the subjectivity related to 
potential loan impairments, we view there to be an increased risk to economic earnings. 

 
 Disclosure — Limitations in disclosure related to accrued interest, loan valuation and the loan loss guarantee present 

a risk to investors in analyzing potential credit risk.  
 

Updates Since Last Report 
 No updates. 
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EXHIBIT 6 
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View insider
information
View issuer
information
View summary
reports

Insider transaction detail - View details for issuer
Transactions sorted by : Insider
Issuer name : Callidus capital ( Starts with )
Equity securities : Common Shares
Error: Your search returned more results than can be displayed. The results displayed on the screen may be misleading as they do not necessarily constitute a complete and accurate representation of the correct information. To get complete results, you need to refine your search criteria to narrow your search.

Issuer name: Callidus Capital Corporation
Legend: O - Original transaction, A - First amendment to transaction, A' - Second amendment to transaction, AP - Amendment to paper filing, etc.

 Insider's Relationship to Issuer: 1 - Issuer, 2 - Subsidiary of Issuer, 3 - 10% Security Holder of Issuer, 4 - Director of Issuer, 5 - Senior Officer of Issuer, 6 - Director or Senior Officer of 10% Security Holder, 7 - Director or Senior Officer of Insider or Subsidiary of Issuer (other than in 4,5,6), 8 - Deemed Insider - 6 Months before becoming
Insider.

Do you want to view transactions with remarks? Yes

Transaction ID Date of transaction
YYYY-MM-DD

Date of filing
YYYY-MM-DD

Ownership type (and registered holder, if applicable) Nature of transaction Number or value acquired or
disposed of

Insider name: Callidus Capital Corporation
Insider's Relationship to Issuer: 1 - Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2689132 2014-04-15 2015-07-19 Direct Ownership : 00 - Opening Balance-Initial SEDI Report

 
    2689134 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689135 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689136 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689137 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689138 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689139 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689140 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689141 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689142 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689143 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689144 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689145 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689146 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689147 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689148 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689149 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689150 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689151 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689152 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689153 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689154 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689155 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689156 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689157 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689158 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689159 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689160 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689161 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689162 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689163 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689164 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689165 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689166 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689167 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689168 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689169 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689170 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689171 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689172 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
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https://www.sedi.ca/sedi/SVTSelectSediInsider?menukey=15.01.00&locale=en_CA
https://www.sedi.ca/sedi/SVTSelectSediIssuer?menukey=15.02.00&locale=en_CA
https://www.sedi.ca/sedi/SVTReportsAccessController?menukey=15.03.00&locale=en_CA


    2689173 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
 

    2689174 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689175 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689176 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689177 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689178 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689179 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689180 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689181 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689182 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689183 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689184 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689185 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689186 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689187 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689188 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689189 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689190 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689191 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689192 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689193 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689194 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689195 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689196 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689197 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689198 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689199 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689200 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689201 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689202 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689203 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689204 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689205 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689206 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689207 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689208 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689209 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689210 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689211 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689212 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689213 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689214 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689215 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689216 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689217 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689218 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689219 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689220 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689221 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689222 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689223 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
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    2689224 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689225 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689226 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689227 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689228 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689229 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689231 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689232 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689233 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689234 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689235 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689236 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689237 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689238 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689239 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689240 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689241 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689242 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689243 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689244 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689245 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689246 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689247 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689248 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689249 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689250 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689251 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689252 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689253 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689254 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689255 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689256 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689257 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689258 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689259 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689260 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689261 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689262 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689263 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689264 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689265 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689266 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689267 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689268 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689269 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689270 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689271 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689272 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689273 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689274 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
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    2689275 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
  O 2689276 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689277 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689278 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689279 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689280 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689281 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689282 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689283 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689284 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689285 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689286 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689287 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689288 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689289 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689290 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689291 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689292 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689293 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689294 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689295 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689296 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689297 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689298 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689299 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689300 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689301 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689302 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689303 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689304 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689305 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689306 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689307 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689308 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689309 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689310 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689311 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689312 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689313 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689314 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689315 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689316 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689317 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689318 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689319 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689320 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689321 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689322 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689323 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689324 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689325 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
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    2689326 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689327 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689328 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689329 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689330 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689331 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689332 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689333 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689334 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689335 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689336 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689337 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689338 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689339 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689340 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689341 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689342 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689343 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689344 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689345 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689346 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689347 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689348 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689349 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689350 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689351 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689352 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689353 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689354 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689355 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689356 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689357 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689358 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689359 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689360 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689361 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689362 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689363 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689364 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689365 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689366 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689367 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689368 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689369 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689370 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689371 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689372 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689373 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689374 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689375 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
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    2689376 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
 

    2689377 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689378 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689379 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689380 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689381 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689382 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689389 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689390 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689391 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689392 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689393 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689394 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689395 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689396 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689397 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689398 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689399 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689400 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689401 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689402 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
Insider name: Catalyst Fund General Partner II Inc.
Insider's Relationship to Issuer: 3 - 10% Security Holder of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2466568 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
00 - Opening Balance-Initial SEDI Report

 
    2466569 2014-04-16 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

  
    2466570 2014-04-22 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

 
    2466571 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
16 - Acquisition or disposition under a prospectus exemption

  
    2628509 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund Limited Partnership II
97 - Other

 
    2988051 2015-12-31 2017-03-31 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    2788542 2016-01-20 2016-02-17 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
  O 2988056 2016-12-31 2017-03-31 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
  A 2988056 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3170871 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
  O 3180493 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
  A 3180493 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180500 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180514 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180517 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3190835 2018-05-25 2018-06-01 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3203252 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3216459 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    2466572 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

00 - Opening Balance-Initial SEDI Report

 
    2466573 2014-04-16 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

  
    2466574 2014-04-22 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation
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    2466575 2014-04-23 2014-04-29 Control or Direction : 
Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

16 - Acquisition or disposition under a prospectus exemption

  
    2628508 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

97 - Other

 
Insider name: Catalyst Fund General Partner III Inc.
Insider's Relationship to Issuer: 3 - 10% Security Holder of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2466585 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership III
00 - Opening Balance-Initial SEDI Report

 
    2466587 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership III
36 - Conversion or exchange

  
    2466588 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership III
16 - Acquisition or disposition under a prospectus exemption

 
    2628503 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund Limited Partnership III
97 - Other

  
    2988042 2015-12-31 2017-03-31 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    2788550 2016-01-20 2016-02-17 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
  O 2988046 2016-12-31 2017-03-31 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
  A 2988046 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3170885 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180539 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180541 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180542 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180543 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3190841 2018-05-25 2018-06-01 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3203255 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3216467 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    2466589 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

00 - Opening Balance-Initial SEDI Report

 
    2466590 2014-04-16 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

  
    2466591 2014-04-22 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

 
    2466592 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

16 - Acquisition or disposition under a prospectus exemption

  
    2628501 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

97 - Other

 
Insider name: Catalyst Fund General Partner IV Inc.
Insider's Relationship to Issuer: 3 - 10% Security Holder of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2466598 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership IV
00 - Opening Balance-Initial SEDI Report

 
    2466600 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership IV
36 - Conversion or exchange

  
    2466602 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership IV
16 - Acquisition or disposition under a prospectus exemption

 
    2643890 2014-12-31 2015-04-10 Control or Direction : 

Catalyst Fund Limited Partnership IV
45 - Compensation for property

  
    2988031 2015-12-31 2017-03-31 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
  O 2788558 2016-01-20 2016-02-17 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
  A 2788558 2016-01-20 2016-02-17 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
  O 2988033 2016-12-31 2017-03-31 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
  A 2988033 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3170889 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180548 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180552 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan
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    3180556 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180560 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3190842 2018-05-25 2018-06-01 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3203256 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3216474 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
Insider name: Catalyst Fund II Parallel General Partner Inc.
Insider's Relationship to Issuer: 3 - 10% Security Holder of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2466576 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
00 - Opening Balance-Initial SEDI Report

 
    2466577 2014-04-16 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

  
    2466578 2014-04-22 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

 
    2466579 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
16 - Acquisition or disposition under a prospectus exemption

  
    2628518 2014-04-15 2015-03-18 Control or Direction : 

Catalyst Fund LP II (parallel fund)
00 - Opening Balance-Initial SEDI Report

 
    2628519 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund LP II (parallel fund)
97 - Other

  
    2988037 2015-12-31 2017-03-31 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    2788548 2016-01-20 2016-02-17 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
  O 2988039 2016-12-31 2017-03-31 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
  A 2988039 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3170880 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180567 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180569 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180572 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180574 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3190838 2018-05-25 2018-06-01 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3203257 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3216463 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    2466580 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

00 - Opening Balance-Initial SEDI Report

 
    2466581 2014-04-16 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

  
    2466582 2014-04-22 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

 
    2466583 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

16 - Acquisition or disposition under a prospectus exemption

  
    2628516 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

97 - Other

 
Insider name: Donath, Tibor
Insider's Relationship to Issuer: 4 - Director of Issuer
Ceased to be Insider: 2019-11-08  
Security designation: Common Shares
    2474975 2014-04-15 2014-05-15 Control or Direction : 

Susan Donath
00 - Opening Balance-Initial SEDI Report

 
    2474976 2014-04-23 2014-05-15 Control or Direction : 

Susan Donath
15 - Acquisition or disposition under a prospectus

  
    2759791 2015-12-22 2015-12-22 Control or Direction : 

Susan Donath
10 - Acquisition or disposition in the public market

 
    3445520 2019-11-05 2019-11-06 Control or Direction : 

Susan Donath
22 - Acquisition or disposition pursuant to a take-over bid, merger
or acquisition

  
    2474972 2014-04-15 2014-05-15 Direct Ownership : 00 - Opening Balance-Initial SEDI Report

 
    2474974 2014-04-23 2014-05-15 Direct Ownership : 15 - Acquisition or disposition under a prospectus

  
    2759788 2015-12-22 2015-12-22 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2986283 2016-12-31 2017-03-30 Direct Ownership : 30 - Acquisition or disposition under a purchase/ownership plan
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    3153343 2017-12-31 2018-03-16 Direct Ownership : 30 - Acquisition or disposition under a purchase/ownership plan

 
    3341938 2018-12-31 2019-03-25 Direct Ownership : 30 - Acquisition or disposition under a purchase/ownership plan

  
    3445519 2019-11-05 2019-11-06 Direct Ownership : 22 - Acquisition or disposition pursuant to a take-over bid, merger

or acquisition
 

    3153345 2017-12-31 2018-03-16 Indirect Ownership : 
Susan Donath

30 - Acquisition or disposition under a purchase/ownership plan

  
    3341941 2018-12-31 2019-03-25 Indirect Ownership : 

Susan Donath
30 - Acquisition or disposition under a purchase/ownership plan

 
Insider name: Glassman, Newton Gershon Zev
Insider's Relationship to Issuer: 4 - Director of Issuer, 6 - Director or Senior Officer of 10% Security Holder, 5 - Senior Officer of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2755719 2014-04-15 2015-12-15 Indirect Ownership : 

FigCorp Ltd.
00 - Opening Balance-Initial SEDI Report

 
    2755721 2015-12-14 2015-12-15 Indirect Ownership : 

FigCorp Ltd.
10 - Acquisition or disposition in the public market

  
    2755723 2015-12-15 2015-12-15 Indirect Ownership : 

FigCorp Ltd.
10 - Acquisition or disposition in the public market

 
    2765248 2016-01-04 2016-01-05 Indirect Ownership : 

FigCorp Ltd.
90 - Change in the nature of ownership

  
    3157402 2017-12-31 2018-03-21 Indirect Ownership : 

FigCorp Ltd.
30 - Acquisition or disposition under a purchase/ownership plan

 
    3342544 2018-12-31 2019-03-25 Indirect Ownership : 

FigCorp Ltd.
30 - Acquisition or disposition under a purchase/ownership plan

  
    2765249 2014-04-15 2016-01-05 Indirect Ownership : 

Newton Glassman Charitable Foundation
00 - Opening Balance-Initial SEDI Report

 
    2765251 2016-01-04 2016-01-05 Indirect Ownership : 

Newton Glassman Charitable Foundation
90 - Change in the nature of ownership

  
    3445529 2019-11-05 2019-11-06 Indirect Ownership : 

Newton Glassman Charitable Foundation
22 - Acquisition or disposition pursuant to a take-over bid, merger
or acquisition

 
Insider name: Lavelle, Patrick Joseph
Insider's Relationship to Issuer: 6 - Director or Senior Officer of 10% Security Holder
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2466314 2014-04-15 2014-04-28 Direct Ownership : 00 - Opening Balance-Initial SEDI Report

 
    2466316 2014-04-23 2014-04-28 Direct Ownership : 15 - Acquisition or disposition under a prospectus

  
Insider name: Reese, David Michael
Insider's Relationship to Issuer: 5 - Senior Officer of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2756239 2014-04-15 2015-12-16 Direct Ownership : 00 - Opening Balance-Initial SEDI Report

 
    2756240 2015-12-15 2015-12-16 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2824030 2016-04-05 2016-04-10 Direct Ownership : 51 - Exercise of options

 
    2824031 2016-04-05 2016-04-10 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2824472 2016-04-06 2016-04-11 Direct Ownership : 51 - Exercise of options

 
    2824473 2016-04-06 2016-04-11 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2824474 2016-04-06 2016-04-11 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2824475 2016-04-06 2016-04-11 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825007 2016-04-07 2016-04-12 Direct Ownership : 51 - Exercise of options

 
    2825008 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825009 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825010 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825011 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825012 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825013 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825014 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825015 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825016 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825017 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825018 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825019 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825020 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825021 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825022 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825023 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market
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    2825024 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825025 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825026 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825027 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825028 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825029 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825030 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825031 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825032 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825033 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825034 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825035 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825036 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825037 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825038 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
Insider name: Riley, James Albert
Insider's Relationship to Issuer: 4 - Director of Issuer, 6 - Director or Senior Officer of 10% Security Holder, 5 - Senior Officer of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2772302 2014-04-15 2016-01-13 Direct Ownership : 00 - Opening Balance-Initial SEDI Report

 
    2772308 2016-01-13 2016-01-13 Direct Ownership : 10 - Acquisition or disposition in the public market

  
Insider name: sutin, david earl
Insider's Relationship to Issuer: 4 - Director of Issuer
Ceased to be Insider: 2019-11-08  
Security designation: Common Shares
    2640073 2014-04-15 2015-04-02 Indirect Ownership : 

1376124 Ontario Ltd.
00 - Opening Balance-Initial SEDI Report

 
    2640077 2015-04-02 2015-04-02 Indirect Ownership : 

1376124 Ontario Ltd.
10 - Acquisition or disposition in the public market

  
    2753133 2015-12-09 2015-12-10 Indirect Ownership : 

1376124 Ontario Ltd.
10 - Acquisition or disposition in the public market

 
    2758849 2015-12-18 2015-12-21 Indirect Ownership : 

1376124 Ontario Ltd.
10 - Acquisition or disposition in the public market

  
    2986286 2016-12-31 2017-03-30 Indirect Ownership : 

1376124 Ontario Ltd.
30 - Acquisition or disposition under a purchase/ownership plan

 
    3152851 2017-12-31 2018-03-15 Indirect Ownership : 

1376124 Ontario Ltd.
30 - Acquisition or disposition under a purchase/ownership plan

  
    3343536 2018-12-31 2019-03-26 Indirect Ownership : 

1376124 Ontario Ltd.
30 - Acquisition or disposition under a purchase/ownership plan

 
    3445512 2019-11-05 2019-11-06 Indirect Ownership : 

1376124 Ontario Ltd.
22 - Acquisition or disposition pursuant to a take-over bid, merger
or acquisition

  
Insider name: The Catalyst Capital Group Inc.
Insider's Relationship to Issuer: 3 - 10% Security Holder of Issuer
Ceased to be Insider: 2014-04-15  
Security designation: Common Shares
  O 2465398 2014-04-15 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership II
00 - Opening Balance-Initial SEDI Report

 
  A 2465398 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
00 - Opening Balance-Initial SEDI Report

  
    2465421 2014-04-16 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

 
    2465426 2014-04-22 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

  
  O 2465436 2014-04-23 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership II
90 - Change in the nature of ownership

 
  A 2465436 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
99 - Correction of information

  
    2465400 2014-04-15 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership III
00 - Opening Balance-Initial SEDI Report

 
    2465431 2014-04-23 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership III
36 - Conversion or exchange

  
  O 2465442 2014-04-23 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership III
90 - Change in the nature of ownership

 
  A 2465442 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership III
99 - Correction of information

  
    2465419 2014-04-15 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership IV
00 - Opening Balance-Initial SEDI Report

 
    2465433 2014-04-23 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership IV
36 - Conversion or exchange

  
  O 2465444 2014-04-23 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership IV
90 - Change in the nature of ownership
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  A 2465444 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership IV
99 - Correction of information

  
  O 2465417 2014-04-15 2014-04-25 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

00 - Opening Balance-Initial SEDI Report

 
  A 2465417 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

00 - Opening Balance-Initial SEDI Report

  
    2465423 2014-04-16 2014-04-25 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

 
    2465429 2014-04-22 2014-04-25 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

  
  O 2465440 2014-04-23 2014-04-25 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

90 - Change in the nature of ownership

 
  A 2465440 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

99 - Correction of information

  
Insider name: The Catalyst Capital Group Inc.
Insider's Relationship to Issuer: 3 - 10% Security Holder of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2475241 2014-04-15 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership II
00 - Opening Balance-Initial SEDI Report

 
    2475243 2014-04-16 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

  
    2475244 2014-04-22 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

 
    2475246 2014-04-23 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership II
90 - Change in the nature of ownership

  
    2628491 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund Limited Partnership II
97 - Other

 
    3170980 2015-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3170981 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3170982 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180592 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180603 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180604 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180606 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3191059 2018-05-25 2018-06-04 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3203247 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3216479 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    2475247 2014-04-15 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership III
00 - Opening Balance-Initial SEDI Report

  
    2475248 2014-04-23 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership III
36 - Conversion or exchange

 
    2475249 2014-04-23 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership III
90 - Change in the nature of ownership

  
    2628493 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund Limited Partnership III
97 - Other

 
    3170983 2015-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3170984 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3170988 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180607 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180609 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180611 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180612 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3191060 2018-05-25 2018-06-04 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3203248 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3216483 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    2475254 2014-04-15 2014-05-16 Control or Direction : 00 - Opening Balance-Initial SEDI Report
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Catalyst Fund Limited Partnership IV

  
    2475255 2014-04-23 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership IV
36 - Conversion or exchange

 
    2475257 2014-04-23 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership IV
90 - Change in the nature of ownership

  
    2643893 2014-12-31 2015-04-10 Control or Direction : 

Catalyst Fund Limited Partnership IV
45 - Compensation for property

 
    3170989 2015-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3170990 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3170991 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180613 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180615 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180616 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180618 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3191061 2018-05-25 2018-06-04 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3203249 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3216486 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    2628498 2014-04-15 2015-03-18 Control or Direction : 

Catalyst Fund LP II (parallel fund)
00 - Opening Balance-Initial SEDI Report

  
    2628499 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund LP II (parallel fund)
97 - Other

 
    3170992 2015-12-31 2018-04-11 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3170993 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3170994 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180621 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180622 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180623 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180624 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3191062 2018-05-25 2018-06-04 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3203250 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3216490 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    2475250 2014-04-15 2014-05-16 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

00 - Opening Balance-Initial SEDI Report

  
    2475251 2014-04-16 2014-05-16 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

 
    2475252 2014-04-22 2014-05-16 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

  
    2475253 2014-04-23 2014-05-16 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

90 - Change in the nature of ownership

 
    2628485 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

97 - Other
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Callidus Capital Corporation Declares January 2016 Dividend 

TORONTO, December 14, 2015 - Callidus Capital Corporation (the "Company" or “Callidus”) 
is pleased to announce that, in accordance with its previously announced dividend policy, the 
Company will pay a quarterly eligible dividend of $0.175 per common share ("Common Share") 
of the Company to holders of Common Shares of record on December 31, 2015. The dividend 
will be paid on or before January 20, 2016. 

The Company's dividend policy and normal course issuer bid are part of Callidus' efforts to 
achieve a stock price that better reflects the underlying value of its shares. Catalyst Capital 
Group Inc., the Company's controlling shareholder, has encouraged the Company to pursue 
further measures in that regard, including a substantial issuer bid and, if the shares continue 
thereafter to trade at a significant discount to their underlying value, a going private transaction. 

The Company also offers a Dividend Reinvestment Plan (the "Plan"), which is eligible to holders 
of Common Shares and provides a convenient means to purchase additional Common Shares by 
reinvesting cash dividends without having to pay commissions, service charges or brokerage 
fees. 

Common Shares acquired under the Plan will be automatically enrolled in the Plan. Shareholders 
who hold their Common Shares through a broker, financial institution or other nominee must 
enroll for dividend reinvestment through their nominee holder. 

The full text of the Plan can be obtained on the Company’s website at 
http://www.calliduscapital.ca/. 

For purposes of the enhanced dividend tax credit rules contained in the Income Tax Act 
(Canada) and any corresponding provincial and territorial tax legislation, all dividends paid by 
Callidus on our common shares in the calendar year, are designated as “eligible dividends”.  

About Callidus Capital Corporation 

Established in 2003, Callidus Capital Corporation is a Canadian company that specializes in 
innovative and creative financing solutions for companies that are unable to obtain adequate 
financing from conventional lending institutions. Unlike conventional lending institutions who 
demand a long list of covenants and make credit decisions based on cash flow and projections, 
Callidus credit facilities have few, if any, covenants and are based on the value of the company’s 
assets, its enterprise value and borrowing needs. Callidus employs a proprietary system of 
monitoring collateral and exercising control over the cash inflow and outflows of each borrower, 
enabling Callidus to very effectively manage any risk of loss. 

For further information, please contact: 
 
David Reese 
President and Chief Operating Officer 
Callidus Capital Corporation 
Phone: 416-945-3016 
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E-mail: dreese@calliduscapital.ca 
 
www.calliduscapital.ca 
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April 22, 2016 
 
 
The Board of Directors of Callidus Capital Corporation 
4620 - 181 Bay Street, P.O. Box 792 
Bay Wellington Tower, Brookfield Place 
Toronto, Ontario, M5J 2T3 
Canada 
 
To the Board of Directors: 

National Bank Financial Inc. (“National Bank Financial”, “NBF”, “we” or “us”) understands that 
Callidus Capital Corporation (“Callidus” or the “Company”) intends to initiate a substantial issuer 
bid (the “SIB”) whereby Callidus will offer to purchase for cancellation up to 3,571,428 common 
shares of the Company (the “Shares”) at a purchase price of $14 per Share (the “Purchase Price”) 
for an aggregate purchase price not to exceed $50 million (the “Offer”).  The Board of Directors of 
Callidus (the “Board”) has retained NBF to prepare a formal valuation (the “Formal Valuation”) of 
the Shares in connection with the Offer.  The Board has received an opinion from NBF that (i) a 
liquid market exists for the shares as at March 29, 2016 and (ii) it is reasonable to conclude that, 
following the completion of the Offer, there will be a market for holders of the shares who do not 
tender to the Offer that is not materially less liquid than the market that existed at the time of the 
making of the Offer (the “Liquidity Opinion”).  We understand that: 

i. a complete description of the terms and conditions of the Offer will be contained in the 
Offer to Purchase and Issuer Bid Circular and related documents that Callidus expects will 
be filed with the applicable securities regulatory authorities in Canada and expected to be 
mailed to shareholders on or about April 22, 2016; 

ii. The Catalyst Capital Group Inc. (“CCGI”), the manager of various funds who own in the 
aggregate 62.5% of the outstanding Shares (the “Catalyst Funds”), has advised Callidus 
that such funds will not tender any of their holdings to the Offer; 

iii. the Offer will be an “issuer bid” under Multilateral Instrument 61-101 - Protection of 
Minority Security Holders in Special Transactions (“MI 61-101”); and  

iv. the Offer is exempt from the formal valuation requirements of MI 61-101 as a result of the 
delivery of the Liquidity Opinion by NBF, however the Board has determined that in order 
to aid holders of the Shares in considering the Offer, the Formal Valuation be prepared in 
accordance with MI 61-101. 

ENGAGEMENT OF NATIONAL BANK FINANCIAL 

Representatives of the Company initially contacted NBF on December 18, 2015 regarding 
potentially engaging NBF to prepare a valuation of the Shares.  Pursuant to an agreement dated 
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March 30, 2016 (the “Engagement Agreement”), the Company engaged NBF to prepare, under the 
supervision of the Board, the Formal Valuation in accordance with MI 61-101.   

The terms of the Engagement Agreement provide that NBF is to be paid a total fee of $550,000 for 
services to be rendered thereunder.  In addition, NBF is to be reimbursed for its reasonable out-of-
pocket expenses and is to be indemnified by the Company under certain circumstances.  No part of 
NBF’s fee is contingent upon the conclusions reached in the Formal Valuation or on the completion 
of the Offer. 

CREDENTIALS OF NATIONAL BANK FINANCIAL 

NBF is one of Canada’s largest investment banking firms with operations in all facets of corporate 
and government finance, mergers and acquisitions, equity and fixed income sales and trading and 
investment research.  This Formal Valuation is the opinion of NBF and the form and content hereof 
has been reviewed and approved for release by a group of managing directors of NBF, each of 
whom is experienced in merger, acquisition, divestiture, valuation and fairness opinion matters. 

INDEPENDENCE OF NATIONAL BANK FINANCIAL 

None of NBF, National Bank of Canada (“National Bank”) or any of their affiliated entities (as 
such term is defined for purposes of MI 61-101): 

i. is an associated or affiliated entity or issuer insider (as such terms are defined for the 
purposes of MI 61-101) of the Company its respective associates or affiliates; 

ii. is an advisor to Callidus in connection with the Offer; 

iii. is a manager or co-manager of a soliciting dealer group formed in respect of the Offer (or 
a member of such a group performing services beyond the customary soliciting dealer’s 
functions or receives more than the per security or per securityholder fees payable to the 
other members of the group);  

iv. has a financial incentive in respect of the conclusions reached in the Formal Valuation or 
on completion of the Offer; 

v. has a material financial interest in the completion of the Offer; 

vi. during the 24 months before NBF was first contacted by the Company in respect of the 
Offer, had a material involvement in an evaluation, appraisal or review of the financial 
condition of the Company or any of its affiliated entities, acted as a lead or co-lead 
underwriter of a distribution of securities of the Company or any of its affiliated entities or 
had a material financial interest in transactions involving the Company or any of its 
affiliated entities except as described herein; or  

vii. is a lead or co-lead lender or manager of a lending syndicate in respect of the Offer or a 
lender of a material amount of indebtedness to the Company or any of its affiliated entities.  

In 2014, NBF participated in the Company’s initial public offering of common shares, but did not 
act as lead or co-lead underwriter in respect of such offering.  National Bank has been a co-lender 
to Catalyst Fund Limited Partnership V, an investment fund managed by CCGI, since 2015. 
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NBF acts as a trader and dealer, both as principal and agent, in major financial markets and, as 
such, may have had and may in the future have positions in the securities of the Company and from 
time to time, may have executed or may execute transactions for such entities and their respective 
associates and affiliates and clients from whom it received or may receive compensation.  NBF, as 
an investment dealer, conducts research on securities and may, in the ordinary course of its 
business, provide research reports and investment advice to its clients on investment matters, 
including with respect to the Company and its associates and affiliates and the Offer.  

In addition, in the ordinary course of its business, NBF or its controlling shareholder, National 
Bank, may have extended or may extend loans, or may have provided or may provide other 
financial services, to the Company, CCGI, the Catalyst Funds or their respective associates or 
affiliates.  Except as expressed herein, there are no understandings, agreements or commitments 
between NBF or National Bank, on the one hand, and the Company, CCGI, the Catalyst Funds or 
their respective associates or affiliates on the other hand with respect to any future business 
dealings. 

SCOPE OF REVIEW 

In connection with rendering this Formal Valuation, we have reviewed and relied upon, or carried 
out as the case may be, among other things, the following: 

i. the draft Offer to Purchase and Issuer Bid Circular dated April 22, 2016; 

ii. the audited financial statements for Callidus of the year ended December 31, 2015; 

iii. publicly available documents regarding Callidus including annual and interim reports, 
financial statements, management discussion and analysis, management information 
circulars and annual information forms; 

iv. the debenture repayment agreement dated April 23, 2014 among the Company, Catalyst 
Fund Limited Partnership III and Catalyst Fund Limited Partnership IV (the “Debenture 
Repayment Agreement”); 

v. the participation agreement dated April 23, 2014 among the Company, CCC Funding 
Corporation, Catalyst Fund Limited Partnership IV and CCGI (the “Participation 
Agreement”); 

vi. the letter agreement dated February 16, 2015 from the Company to Catalyst Fund Limited 
Partnership III, Catalyst Fund Limited Partnership IV, CCGI and CCC Funding 
Corporation (the “Letter Agreement”); 

vii. Callidus management’s four year financial forecast for the years ending December 31, 
2016 to 2019; 

viii. certain other non-public information prepared and provided to us by Callidus management, 
primarily financial in nature, concerning the business, assets, liabilities and prospects of 
Callidus; 

ix. discussions with Callidus’ management with respect to, among other things, the Offer, as 
well as Callidus’ business, operations, financial position, budget, key assets and prospects; 
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x. various reports published by equity research analysts and industry sources regarding 
Callidus and other comparable public companies, to the extent deemed relevant by us; 

xi. asset based lending industry statistics and related trends and drivers; 

xii. trading statistics and selected financial information of Callidus and other select public 
companies; 

xiii. comparable acquisition transactions considered by us to be relevant; 

xiv. discussions with operating and senior management of Callidus; 

xv. discussions with members of the Board; 

xvi. discussions with legal counsel to Callidus; 

xvii. discussions with the Company’s auditor and review of the auditor’s working papers; 

xviii. such information, analysis and discussions (including discussions with third parties) as 
NBF considered necessary or appropriate in the circumstances; and 

xix. a certificate addressed to NBF, dated as of the date hereof, from senior officers of Callidus, 
regarding the completeness and accuracy of the information upon which this opinion is 
based (the “Certificate”). 

NBF has not, to the best of its knowledge, been denied access by the Company to any information 
requested by NBF. 

PRIOR VALUATIONS 

The Company has represented to NBF that, to the knowledge of the Company, its directors and 
senior officers after reasonable enquiry, there are no prior valuations (as defined in MI 61-101) of 
the Company or its material assets or its securities prepared in the past 24 months.  

ASSUMPTIONS AND LIMITATIONS 

This Formal Valuation is subject to the assumptions, explanations and limitations set forth below. 

NBF has relied upon, and has assumed the completeness, accuracy and fair presentation of all 
financial and other information, data, advice, opinions and representations obtained by it from 
public sources or provided by the Company or its officers, associates, affiliates, consultants, 
advisors and representatives (collectively, the “Information”).  The Formal Valuation is conditional 
upon the completeness, accuracy and fair presentation of such Information.  In accordance with the 
Engagement Agreement, but subject to the exercise of its professional judgment, NBF has not 
attempted to verify independently the completeness, accuracy or fair presentation of the 
Information. 

NBF has assumed that the forecasts, projections and budgets of the Company provided to us and 
relied upon by us in our analyses have been reasonably prepared on bases reflecting the best 
currently available estimates and judgments of management of the Company as to matters covered 
thereby, having regard to the Company’s industry, business, plans and prospects.  We have relied 
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upon and assumed the accuracy and fair presentation of audited financial statements of the 
Company and the reports of the auditors thereon.   

In preparing the Formal Valuation, NBF has made several assumptions, including that the 
disclosure provided or incorporated by reference in the Offer to Purchase and Issuer Bid Circular 
with respect to Callidus and its subsidiaries and affiliates and the Offer will be accurate in all 
material respects. 

Senior management of the Company have represented to us in the Certificate, among other things, 
that: 

i. all information, data and other material (other than the financial material, documentation 
and other data referred to in paragraph (iv) below) (the “Data”) provided orally by, or in 
the presence of, an officer or employee of the Company or any of its subsidiaries or in 
writing by the Company or any of its subsidiaries or their respective agents to NBF relating 
to the Company or any such subsidiaries or the Offer for the purpose of preparing the 
Formal Valuation was, at the date the Data was provided to NBF, after taking into account 
updates to earlier Data for actual results, subsequent to the release of the Company’s fiscal 
year 2015 financials, provided in later dated or subsequently revised Data and is as of the 
date of such Certificate, complete, true and correct in all material respects, and did not and 
does not contain any untrue statement of a material fact in respect of the Company, its 
subsidiaries or the Offer and did not and does not omit to state a material fact in respect of 
the Company, its subsidiaries or the Offer necessary to make the Data not misleading in 
light of the circumstances under which the Data was made or provided; 

ii. since the dates on which the Data was provided to NBF, except as disclosed in writing to 
NBF, there has been no material change, financial or otherwise, in the financial condition, 
assets, liabilities (contingent or otherwise), business, operations or prospects of the 
Company or any of its subsidiaries and no material change has occurred in the Data or any 
part thereof which would have or which would reasonably be expected to have a material 
effect on the Formal Valuation; 

iii. since the dates on which the Data was provided to NBF, except as disclosed in writing to 
NBF, no material transaction has been entered into by the Company or any of its 
subsidiaries, other than as publicly disclosed or other than in the ordinary course of 
business;  

iv. all financial material, documentation and other financial data concerning the Offer, the 
Company and its subsidiaries, excluding any projections or forecasts and other future 
oriented financial information concerning the Offer, the Company and its affiliates 
(collectively, “FOFI”), provided to NBF were prepared on a basis consistent in all material 
respects with the accounting policies applied in the audited consolidated financial 
statements of the Company dated as at December 31, 2015, reflect the assumptions 
disclosed therein (which assumptions management of the Company believes to be 
reasonable) and, to the best of management’s knowledge, information and belief, do not 
contain any untrue statement of a material fact or omit to state any material fact necessary 
to make such financial material, documentation or data not misleading in light of the 
circumstances in which such financial material, documentation and data was provided to 
NBF; and 
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v. all FOFI provided to NBF has been prepared using assumptions which were reasonable on 
the date such FOFI was prepared, having regard to the Company’s industry, business, 
financial condition, plans and prospects, and does not contain any untrue statement of a 
material fact or omit to state any material fact necessary to make such FOFI (as of the date 
of the preparation thereof) not misleading in light of the circumstances in which such FOFI 
was provided to NBF. 

The Formal Valuation is rendered on the basis of securities markets, economic, financial and 
general business conditions prevailing as at the date hereof and the condition and prospects, 
financial and otherwise, of the Company and its affiliates, as they were reflected in the Information 
reviewed by NBF.  In its analyses and in preparing the Formal Valuation, NBF made judgments 
with respect to industry performance, general business, market and economic conditions and other 
matters, many of which are beyond the control of the Company or any other party involved in the 
Offer. 

We are not legal, tax or accounting experts and express no view as to the legal, tax or accounting 
aspects of the Offer. 

The Formal Valuation is provided as of the date hereof and NBF disclaims any undertaking or 
obligation to advise any person of any change in any fact or matter affecting the Formal Valuation 
of which it may become aware after the date hereof.  Without limiting the foregoing, in the event 
that there is any material change in any fact or matter affecting the Formal Valuation after the date 
hereof, NBF reserves the right to change, modify or withdraw the Formal Valuation. 

The Formal Valuation has been prepared and provided for the use of the Board in evaluating the 
Offer, and may not be used or relied upon by any other person or for any other purpose without our 
express prior written consent.  Subject to the terms of the Engagement Agreement, NBF consents 
to the publication of the Formal Valuation in its entirety and a summary thereof (in a form 
acceptable to NBF) in the Offer to Purchase and Issuer Bid Circular and to the filing thereof, as 
necessary, with the securities commissions or similar regulatory authorities in Canada.   

NBF expresses no opinion with respect to future trading prices of the Shares and makes no 
recommendation to shareholders with respect to tendering their Shares to the Offer. 

The Formal Valuation has been prepared in accordance with the Disclosure Standards for Formal 
Valuations of the Investment Industry Regulatory Organization of Canada (“IIROC”), but IIROC 
has not been involved in the preparation or review of the Formal Valuation. 

NBF has based its Formal Valuation upon a variety of factors.  Accordingly, NBF believes that its 
analyses must be considered as a whole.  Selecting portions of its analyses or the factors considered 
by NBF, without considering all factors and analyses together, could create a misleading view of 
the process underlying the Formal Valuation.  The preparation of a valuation is a complex process 
and is not necessarily susceptible to partial analysis or summary description.  Any attempt to do so 
could lead to undue emphasis on any particular factor or analysis. 

OVERVIEW OF THE COMPANY 

Established in 2003, Callidus is a specialty asset-based lender, focused primarily on Canadian 
companies and select U.S. companies that are unable to obtain adequate financing from traditional 
lenders.  The Company’s loans are generally structured as demand, first lien (senior secured) 
facilities, on a fully collateralized basis, with targeted gross yields of approximately 20%.  Through 
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its ‘Callidus Lite’ product, the Company also provides lower cost loans to lower-risk borrowers 
targeting gross yields of 12% to 14%. 

Callidus provides financing to borrowers whose perceived credit risk is too high for the lending 
criteria of traditional lenders, and whose capital requirements are too small to access high yield 
markets.  The Company also provides borrowers with access to capital to fund growth or 
acquisitions.  The Company seeks to work with borrowers that are likely to improve their financial 
stability and gain the ability to repay the funding Callidus has advanced through loan commitments 
from traditional lenders or otherwise. 

As part of its strategy to manage the perceived risk of these borrowers and each loan, Callidus 
actively manages its loan portfolio and lends against collateral, typically accounts receivable and 
inventory, and monitors this collateral on an ongoing basis.  In addition, the Company seeks to 
provide lending in industries where management has expertise.  

Pursuant to the Participation Agreement, the Catalyst Funds have agreed to guarantee losses 
incurred by the Company on certain loans in the portfolio at the time of the Company’s initial 
public offering that closed April 23, 2014 (the “IPO”).  The guarantee covers any losses of principal 
incurred by the Company on certain specified loans until fully realized (“watch-list loans”).  Watch-
list loans are identified by management as subject to heightened monitoring due to the financial 
condition of the borrowers. All other loans in the portfolio at the time of the IPO were also 
guaranteed for losses of principal until such time as the loans are renewed by the Company at their 
next scheduled credit review. 
 
The Catalyst Funds are also entitled to participate in the growth of new loan portfolios established 
going forward by funding new loans, thereby acquiring a participation interest in that loan portfolio.  
Callidus agreed to establish and maintain a number of different loan portfolios, creating a new loan 
portfolio concurrent with the establishment of a new Catalyst Fund.  The Catalyst Funds’ pro rata 
portion of watch-list loans with respect to which Callidus purchases the Catalyst Funds’ 
participation interest subsequent to the IPO are guaranteed for losses of principal.  The Catalyst 
Funds’ pro rata portion of non-watch-list loans purchased by Callidus subsequent to the IPO are 
guaranteed for losses of principal until such time as the loans are renewed by the Company at their 
next scheduled credit review.   
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Historical Financial Information 
 
The following table summarizes the Company’s consolidated operating results for the three years 
up to and including the year ended December 31, 2015: 
 
 Year Ended December 31, 
($ millions) 2013A 2014A 2015A 
Average loan portfolio outstanding1 $251.2 $545.7 $1,021.6 
Gross yield2 21.2% 20.3% 18.9% 
    Gross yield on core product n/a 20.5% 19.3% 
    Gross yield on Callidus Lite n/a 12.3% 14.2% 
Income Statement Data (After Derecognition)    
Total revenue $53.3 $99.0 $171.3 
Operating expenses ($11.0) ($12.7) ($20.6) 
Provision for loan losses ($6.0) ($19.0) ($35.7) 
Recovery under the Catalyst guarantee  - $22.6 $11.8 
Net interest income  $11.4 $70.6 $132.4 
Net interest margin 4.5% 12.9% 13.0% 
Provision for loan losses/assets acquired from loans ratio3 2.7% 3.5% 4.7% 
Operating expense ratio4 4.4% 2.3% 2.0% 
Net income (loss) ($5.7) $41.8 $62.0 
ROE5 n/a 10.6% 12.9% 

 
The following table summarizes the Company’s consolidated balance sheet statements and other 
data as at the end of the years 2013 to 2015: 
 
 As at December 31 
($ millions) 2013A 2014A 2015A 
Total assets $400.6 $883.4 $1,121.8 
Gross loans receivable6 $381.3 $830.5 $1,220.7 
Assets acquired from loans $11.4 - $102.4 
Revolving credit facility and senior debt $69.6 $260.1 $294.0 
Subordinated bridge facility, due to Catalyst  - $116.0 $291.5 
Leverage ratio7 n/a 38.1% 50.9% 
    

_________________________________________ 
1.  Average loan portfolio outstanding is calculated before derecognition for the annual periods using daily loan balances outstanding. 
The average loan portfolio outstanding grosses up the loans receivable for (i) assets acquired from loans, (ii) the provision for loan 
losses, and (iii) discounted facilities.  
2.  Gross yield is defined as total revenues before derecognition divided by the average loan portfolio outstanding after adjusting for 
loans classified as assets acquired from loans. 
3.  Provision for loan losses/assets acquired from loans ratio is defined as provision for loan losses and assets acquired from loans 
divided by gross loans receivable. 
4.  Operating expense ratio is defined as operating expenses (consisting of salaries and wages, stock options expense, general and 
administrative expenses, net of Catalyst’s share of overhead expenses) divided by average loan portfolio outstanding. 
5.  Return on equity is defined as net income after derecognition attributable to common shareholders divided by average common 
shareholders’ equity.  
6.  Gross loans receivable is defined as the sum of (i) the aggregate amount of loans receivable on the relevant date, (ii) the loan loss 
allowance on such date, (iii) the book value of assets acquired from loans as they appear on the balance sheet, and (iv) discounts on 
loan acquisitions.  Presented before derecognition. 
7.  Leverage ratio is defined as total debt (net of cash and cash equivalents) divided by gross loans receivable before derecognition. 
 
 

478

501



  

  9 

Trading Information 
 
Callidus’ Shares are listed for trading on the Toronto Stock Exchange (“TSX”).  The following 
table sets forth, for the periods indicated, the high and low closing prices quoted and the volume 
traded on the TSX: 

  Closing Price ($ per Share)  
  High Low Total Volume 
2014     
April 23rd to April 30th  $17.01 $15.55  3,017,861
May  $18.75 $15.65   889,659 
June  $18.35 $17.20   863,717 
July  $20.95 $17.90  1,235,405 
August  $23.40 $18.50  2,453,313 
September $23.15 $21.00 689,204
October  $22.74 $20.20  1,103,454 
November  $22.52 $20.75  3,027,604 
December  $21.45 $16.81  3,531,164 
2015    
January  $18.24 $16.65  2,753,367 
February  $17.92 $16.88  1,640,727 
March  $17.80 $15.07  4,454,022 
April  $17.90 $15.15  5,252,869 
May  $16.07 $13.90  3,957,081 
June  $14.50 $13.61  2,275,754 
July  $14.07 $12.93  3,114,901 
August  $13.65 $12.11  3,817,020 
September  $13.19 $11.17  1,491,428 
October  $12.17 $11.13  1,829,549 
November  $11.31 $9.75  2,882,737 
December  $9.89 $7.30  5,881,545 
2016    
January  $8.90 $7.89  2,221,415
February  $8.79 $7.85  1,145,748
March 1st to March 30th  $10.67 $8.50 1,733,083

 
The closing price of the Callidus Shares on the TSX on March 30, 2016, the last trading day prior 
to announcement of the Offer, was $10.39. 
 
VALUATION OF THE SHARES 
 
Definition of Fair Market Value 
 
For the purposes of the Formal Valuation, “fair market value” means the monetary consideration 
that, in an open and unrestricted market, a prudent and informed buyer would pay to a prudent and 
informed seller, with each acting at arm’s-length, and where neither party is under any compulsion 
to act. 
 
In accordance with MI 61-101, NBF has made no downward adjustment to the fair market value of 
the Shares to reflect the liquidity of the Shares, the effect of the Offer or the fact that the Shares do 
not form part of a controlling interest.  A valuation prepared on the foregoing basis is referred to as 
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an “en bloc” valuation. 
 
Approach to Value 
 
The Formal Valuation is based upon techniques and assumptions that NBF considered appropriate 
in the circumstances for the purposes of arriving at an opinion as to the range of fair market values 
of the Shares. The fair market value of the Shares was analyzed on a going concern basis and is 
expressed on a per Share basis. 
 
Valuation Methodologies and Analysis 
 
For the purposes of determining the fair market value of the Shares, NBF relied on principally three 
methodologies: 
 

x comparable trading approach;   
 

x precedent transaction approach; and 
 
x discounted cash flow (“DCF”) approach. 
 

In addition, NBF reviewed historical trading data for the Shares and research analyst target prices. 
 
NBF notes that Callidus has disclosed that it may seek to privatize the company and that the 
Catalyst Funds have advised Callidus that they have no intention of ever selling their interest in 
Callidus.  Furthermore, as previously disclosed, four interested parties have approached Callidus 
in respect of a privatization but at this juncture no proposals have been received by Callidus in 
respect of its privatization or considered in respect of the Formal Valuation. 
 
NBF is aware that certain potential buyers of all of the Shares may realize unique benefits as a 
result of such a transaction.  Furthermore, these benefits are not necessarily available to all buyers 
and the amount of any benefit may vary by buyer.  As the Formal Valuation is on an “en bloc” 
basis, the value of such benefits, if any, cannot be attributed to the “en bloc” value of Callidus and, 
accordingly, has not been factored into our valuation conclusion. 
 
Comparable Trading Approach 
 
NBF considered the available public information with respect to comparable entities within the 
specialty finance, mortgage and lending industries in Canada.  For the purposes of its analysis, NBF 
considered the eight specific entities listed below, which included entities noted in investor 
materials previously presented by Callidus and entities utilized by research analysts in public 
reports which were considered to be the most comparable to the Company.  
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 Mkt. Cap P1 / EPS2 P1 / P1 / 
Company (C$ MM) ‘16E3 ‘17E3 BV4 TBV5 
  
Canadian Specialty Finance  
Element Financial  $5,645 9.1x 7.6x 1.1x 1.9x
Chesswood Group $184 7.5x 7.3x 1.2x 2.0x
Accord Financial $79 n/a n/a 1.1x 1.2x
Crown Capital Partners $79 10.6x 7.1x 0.8x 0.8x
RIFCO $27 7.0x 5.1x 0.9x 0.9x
Average 8.5x 6.8x 1.0x 1.4x
Median 8.3x 7.2x 1.1x 1.2x
  
Canadian Mortgage & Lending  
Home Capital Group $2,625 8.5x 7.8x 1.6x 1.8x
Equitable Group $841 6.8x 6.4x 1.2x 1.2x
MCAN Mortgage  $300 9.1x 8.5x 1.2x 1.2x
Average 8.1x 7.6x 1.3x 1.4x
Median 8.5x 7.8x 1.2x 1.2x

_________________________________________ 
1. Price per share. 
2. Earnings per share (EPS). 
3. Forward estimates sourced from Bloomberg on April 15, 2016; adjusted to reflect December 31 fiscal year end.  
4. Book value per share (BV), as at December 31, 2015. 
5. Tangible book value per share (TBV), as at December 31, 2015.  
 
While none of the entities reviewed was considered directly comparable to the Company, NBF 
selected what it considered to be reasonably representative public trading multiples, before making 
any adjustment to reflect an “en bloc” valuation of the Shares.  NBF considered the most 
appropriate trading multiples to evaluate the Company to be P / EPS for the years ending December 
31, 2016 and December 31, 2017, and P / BV using the book value per share as at December 31, 
2015.  Company estimates for December 31, 2016 and December 31, 2017 reflect the Base Case 
forecast which is reviewed in further detail under the DCF approach. 
 
In selecting the multiple ranges shown below, NBF gave consideration to several factors, including 
differences in business mix, growth, profitability, capital structure and size between the Company 
and the entities reviewed.  The following is a summary of the value of the Shares resulting from 
the selection of trading valuation multiples above, before making any adjustment to reflect the “en 
bloc” valuation of the Shares: 

 
 Multiple Range 

Implied 
Value per Share 

P / EPS  EPS Low High Low High 
2016E $1.49 7.5x 9.5x $11.15 $14.12 
2017E $2.21 6.5x 8.5x $14.33 $18.74 
Average $12.74 $16.43 

 
 

 Multiple Range 
Implied 

Value per Share 
P / BV BV Low High Low High 
Dec. 31, 2015 $9.96 1.30x 1.60x $12.95 $15.93 

 
 
Market trading prices generally do not reflect “en bloc” values.  To adjust for en bloc value, NBF 
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considered and reviewed take-over premiums paid in precedent Canadian public entity transactions.  
For the purposes of this analysis, premium is defined as the amount (expressed in percentage terms) 
by which the price paid per share or unit under the precedent transaction exceeded the closing price 
of the shares or units the day immediately prior to, and the volume weighted average price for the 
20 trading day period immediately prior to, the announcement of the transaction.  Based on the 
takeover premiums paid in precedent Canadian public company transactions, NBF selected and 
applied a premium of 30% to 35% to the comparable company equity trading value of the Shares 
to determine an “en bloc” equity value per Share. 
 

 Value Range – P / EPS 
 Low High 
Average value per Share $12.74 $16.43 
Change of control premium 35% 30% 
En-bloc equity value per Share $17.20 $21.36 

 
 Value Range – P / BV 

 Low High 
Value per Share $12.95 $15.93 
Change of control premium 35% 30% 
En-bloc equity value per Share $17.48 $20.71 

 
 
Precedent Transaction Approach 
 
NBF also considered the precedent transaction approach and reviewed precedent acquisition 
transactions involving entities in the specialty finance industry which were comparable and for 
which there was sufficient public information to derive multiples.  NBF applied the relevant metrics 
derived from prices paid in comparable purchase and sale transactions to the Company’s EPS 
(excluding unusual provisions) for the last twelve months ended December 31, 2015 (“LTM”) and 
BV.  In arriving at a range for the precedent transaction approach, NBF primarily relied on its 
professional judgment and experience. 
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Ann. 
Date Target Acquiror 

Equity 
Value 

(C$MM) 
P / 

EPS 
P / 
BV 

 

May-15 Firestone Financial Berkshire Hills Bancorp $65 12.5x 1.7x
Feb-15 Blue Chip Leasing & 

Ecohome Financial 
Chesswood Group $64 17.1x nmf 1

Feb-15 Macquarie Equipment 
Finance 

Huntington Bancshares $576 n/a 1.6x

Dec-14 MicroFinancial Fortress Investment Group $176 15.2x 1.6x
Sept-14 Carfinco Banco Santander $298 14.0x 4.1x
Jun-14 PHH Arval Element Financial $1,526 24.1x 1.6x 2

Dec-13 Nicholas Financial Prospect Capital $215 9.8x 1.4x 3

May-13 Sprott Resource Lending Sprott $243 nmf 1.1x
Dec-12 Celtic Leasing MB Financial Bank $58 nmf 2.2x
Sept-12 First Investors Financial Aquiline Capital $98 11.6x 1.5x
May-12 TLS Fleet Management Element Financial $147 14.1x 1.8x

 Average   14.8x 1.8x
 Median   14.0x 1.6x
     

___________________________ 
1.  Annualized earnings for the nine months ended Sept. 30, 2014. 
2.  Book value adjusted to include step-up in tax basis; unadjusted P/BV multiple of 3.8x. 
3.  Transaction cancelled. 
 
NBF applied a range of P / EPS and P / BV multiples to the Company’s relevant financial metrics 
as shown in the following tables: 

 
 Multiple Range 

Implied Equity 
Value per Share 

Method Metric Low High Low High 
P / EPS (LTM) $1.541 10.0x 14.0x $15.40 $21.56 
P / BV (Dec. 31, 2015) $9.96 1.60x 2.10x $15.93 $20.91 

_________________________________________ 
1.  EPS excluding unusual provisions. 
 
Discounted Cash Flow Approach 
 
The DCF methodology reflects the growth prospects and risks inherent in the Company’s business 
by taking into account the amount, timing and relative certainty of projected levered free cash flows 
expected to be generated by the Company.  The DCF approach requires that certain assumptions 
be made regarding, among other things, future levered free cash flows, discount rates and terminal 
values.  The possibility that some of the assumptions will prove to be inaccurate is one factor 
involved in the determination of the discount rates to be used in establishing a range of values.  
NBF’s DCF approach involved, among other things, discounting to a present value (i) the 
Company’s projected levered after-tax free cash flows from April 1, 2016 to December 31, 2025 
and (ii) a terminal value determined as at December 31, 2025.   
 
Principal Assumptions and Key Drivers  
 
For the purpose of deriving projected levered after-tax free cash flows for use in the DCF analysis, 
NBF reviewed management’s forecast for the years ended December 31, 2016 to December 31, 
2019 and discussed with management the appropriate assumptions for the years ended December 
31, 2020 to December 31, 2025.  In consultation with management, NBF made certain assumptions 

483

506



  

  14 

and developed the “Base Case” for the purposes of its DCF analysis. 
 
Relationship with CCGI and the Catalyst Funds 
 
Under the Base Case, the Catalyst Funds continue to participate in the loan portfolio as per the 
funding formula pursuant to the Participation Agreement until the end of 2020, when for the 
purposes of its DCF analysis, NBF assumed that the Company begins to converge to its ‘steady 
state’ long term growth trajectory.  Under the Base Case, the Catalyst Funds continue to participate 
in funding new loan origination until the end of 2020, when, for the purposes of its DCF analysis, 
NBF assumed the Company had completed all purchases of the Catalyst Funds’ participating 
interests in the loan portfolio.  
 
Loan Portfolio Growth 
 
In projecting loan portfolio growth, NBF considered and accepted the projected loan originations 
provided by management for the years 2016 to 2019.  NBF reviewed the Company’s historical 
performance since 2011 and its market position relative to its competitors and, in consultation with 
Callidus management, determined projected loan originations for the years ended 2020 to 2025. 
 
Provision for Loan Losses 
 
In projecting loan loss provisions, NBF considered and accepted the projected loan loss provisions 
provided by management for the years 2016 to 2019.  NBF reviewed the Company’s historical 
performance since 2011 and in consultation with Callidus management, determined projected loan 
loss provisions for the years ended 2020 to 2025. 
 
Leverage and Funding 
 
In projecting future financing sources and cost of funding, NBF considered and accepted 
management’s projections for the years 2016 to 2019.  Based upon a review of the capital structures 
of comparable entities in the asset based lending industry and in discussions with management, 
NBF developed the forecasted levels of leverage and cost of funding for the years 2020 to 2025. 
 
Dividend Reinvestment Program  
 
For the years 2016 to 2025, NBF considered and accepted the projected Callidus dividend policy 
provided by management, as well as management’s projection that the Catalyst Funds would 
continue to participate in the Company’s dividend reinvestment program (“DRIP”) until the year 
2020, when, for the purposes of forecasting the Company in its long term growth trajectory, NBF 
assumed all dividends were paid in cash thereafter. 
   
Tax Attributes 
 
We understand that the Company has no significant tax loss carry-forwards or other tax attributes 
to shelter future income tax.   
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Levered After-Tax Free Cash Flow  
 
The following summary of the levered after-tax free cash flow projections used in the DCF analysis 
is presented before derecognition accounting treatment unless otherwise noted.  
 

 

Nine 
Months 
Ended Year Ended December 31 

Total 
2021E to 

2025E ($ millions) 2016E 2017E 2018E 2019E 2020E 
Net Income to Callidus1 $57 $118 $135 $190  $209  $1,579 
Net loan repayments (originations) ($378) ($410) ($415) ($420) ($424) ($1,692) 
Change in debt net of Catalyst participation $319  $293  $271  $209  $183  $687  
Levered after-tax free cash flow $21  $34  $31  $18  $20  $917  
Attributable levered after-tax FCF2 $21  $33  $28  $16  $16  $745  
       
Net loans receivable $1,410  $1,788  $2,169  $2,548  $2,924  $4,2943  

_________________________________________ 
1.  Net income after derecognition. 
2.  Levered after-tax free cash flows adjusted for the fully-diluted number of Callidus Shares outstanding as at March 31, 2016 as a 
percentage of the average fully-diluted Callidus Shares outstanding for the forecasted period, after taking into account DRIP Shares 
assumed to be issued from treasury to CCGI and the Catalyst Funds in future periods.  Assumes future DRIP Shares issued at a P/BV 
multiple of 1.05x, the observed multiple of Callidus shares trading on the TSX on March 30, 2016, the last trading day prior to 
announcement of the Offer. 
3.  Balance as at December 31, 2025. 
 
Discount Rates 
 
Projected levered after-tax free cash flows for the Company used in the Base Case were discounted 
based on the estimated cost of equity for the Company (the “Cost of Equity”).  The Cost of Equity 
was calculated based upon an assumed optimal capital structure determined based upon a review 
of the capital structures of comparable entities and the risks inherent in the Company’s business 
and in the asset based lending industry.  NBF used the capital asset pricing model (“CAPM”) 
approach to determine the appropriate Cost of Equity.  The CAPM approach calculates the Cost of 
Equity with reference to the risk-free rate of return, the risk of equity relative to the market (“beta”), 
and the market equity risk premium.  NBF also applied a capitalization premium.  
 
NBF reviewed a range of unlevered betas for a select group of comparable entities that have risks 
similar to the Company in order to select the appropriate unlevered beta for the Company.  The 
selected unlevered beta was re-levered using the assumed optimal capital structure and then used 
to calculate the cost of equity.  
 
The assumptions used by NBF in calculating the Cost of Equity for the Company were as follows: 
 
Risk free rate1 1.62%
Equity risk premium2 6.03%
Capitalization premium3 1.70%
Selected unlevered beta 0.675
Optimal debt in capital structure 60.0%
Tax rate 26.5%
Levered beta 1.42
Company Cost of Equity 11.9%

 
_________________________________________ 
1.  Average of 10 year and 30 year Government of Canada bond yield as at April 15, 2016. 
2.  Duff & Phelps 2016 Valuation Handbook, long-horizon expected equity risk premium (supply side).  
3.  Duff & Phelps 2016 Valuation Handbook, low-cap size premia. 
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Based upon the foregoing and taking into account sensitivity analyses on the variables discussed 
above and the assumptions used in the Base Case, NBF determined the appropriate Cost of Equity 
for the Company to be in the range of 11.0% to 13.0%. 
 
Terminal Value 
 
NBF developed terminal equity values at the end of the forecast period by calculating the present 
value at the selected Cost of Equity of terminal period levered after-tax cash flow after applying a 
perpetual growth rate of 1.5% to 2.5%.  The growth rates used to calculate terminal value were 
selected based on NBF’s assessment of the risk and growth prospects of the Company beyond the 
terminal year and the long-term outlook for the asset based lending industry. 
 
Summary of DCF Approach 
 
The following is a summary of the value of the Shares resulting from the DCF analysis: 
 

($ millions, except per Share values) Value Range 
 Low High 
Terminal growth rate 1.5% 2.5% 
Cost of Equity 13.0% 11.0% 
    
NPV1 of attributable2 free cash flow $370  $416  
NPV1 of attributable2 terminal value $641  $1,043  
Equity value $1,011  $1,458  
Fully-diluted Shares outstanding (mm) 51  51  
Equity value per Share $19.77  $28.52  

_________________________________________ 
1.  Net Present Value. 
2.  Adjusted for the fully-diluted number of Callidus Shares outstanding as at March 31, 2016 as a percentage of the average fully-
diluted Callidus Shares outstanding for the forecasted period, after taking into account DRIP Shares assumed to be issued from 
treasury to CCGI and the Catalyst Funds in future periods.  Assumes future DRIP Shares issued at a P/BV multiple of 1.05x, the 
observed multiple of Callidus shares trading on the TSX on March 30, 2016, the last trading day prior to announcement of the Offer. 
 
Sensitivity Analysis 
 
In completing our DCF analysis, NBF did not rely on any single series of projected cash flows but 
performed a variety of sensitivity analyses using the table below.  
 
  Impact on Equity Value per Share 
Variable Sensitivity + - 
Loan portfolio growth rate + / - 2.5% $3.51 ($3.42) 
Provisions for credit losses + / - 1.0% ($3.12) $3.21 
Average cost of debt + / - 1.0% ($2.04) $2.19 
Cost of equity + / - 1.0% ($3.06) $3.83 
Terminal growth rate + / - 0.5% $0.91 ($0.83) 

 
EQUITY INTERESTS 
 
In arriving in its opinion as to the fair market value of the Shares, NBF considered the value that 
may accrue to Callidus from equity and equity-like interests currently owned by Callidus as a result 
of credit bid processes or through normal course negotiations with borrowers.  Currently there are 
7 equity and equity-like interests contractually owned by Callidus in the portfolio with a further 3 
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under negotiation with borrowers but as yet not contractually secured.  Management indicated that 
they would anticipate that this ‘pool’ of equity and equity-like interests would continue to grow 
into the future as part of the re-negotiation of loans as they mature, as well as through new 
originations. 
 
Based upon projections delivered to NBF by management, NBF understands that the risk adjusted 
probability weighted undiscounted value for the 7 equity and equity-like interests currently 
contractually owned by Callidus and the 3 equity and equity-like interests currently under 
negotiation in the aggregate amounts to between approximately $75 million and $130 million.  NBF 
also understands that Callidus has yet to monetize any of these interests, the outcome of the 
negotiation for the equity and equity-like interests not currently owned is unclear and that there is 
substantial uncertainty regarding potential monetization. 
 
In arriving at its opinion as to the fair market value of the Shares, NBF has concluded that the pool 
of equity and equity-like interests does add value over and above the values derived from the 
principal approaches considered and, as such, we have selected a fair market value range per Share 
for the equity and equity-like interests of between $0.50 and $1.00 per Share. 
 
VALUATION SUMMARY 
 
The following is a summary of the range of fair market values of the Shares resulting from the 
comparable trading approach, the precedent transaction approach and the DCF approach, before 
taking into account the fair market value attributable to the pool of equity and equity-like interests 
referred to above: 
 
 Equity Value per Share 
 Low  High 
Comparable Trading (with premium) $17.20  $21.36 
Precedent Transaction $15.40  $21.56 
DCF $19.77  $28.52 

 
VALUATION CONCLUSION 
 
In arriving at its opinion as to the fair market value of the Shares, NBF has not attributed any 
particular weight to any specific factor but has made qualitative judgments based on its experience 
in rendering such opinions on circumstances then prevailing as to the significance and relevance of 
each factor.    
 
Based upon and subject to the foregoing, including such other matters as we considered relevant, 
NBF is of the opinion that, as of April 22, 2016, the fair market value of the Shares is in the range 
of $18.00 to $22.00 per Share. 
 
 
Yours very truly, 
 

 
 
NATIONAL BANK FINANCIAL INC. 
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The Letter of Transmittal, the Notice of Guaranteed Delivery, certificates representing Shares and 
any other required documents should be sent or delivered by each depositing Shareholder or the 
Shareholder’s investment dealer, stock broker, commercial bank, trust company or other nominee 
to the Depositary at its Toronto, Ontario office address below: 

The Depositary for this Offer is: 

 

Computershare Trust Company of Canada 

 

By regular Mail By Hand, Courier or Registered Mail: 
Computershare Trust Company of Canada 

P.O. Box 7021 
31 Adelaide Street East 

Toronto, Ontario 
M5C 3H2 

Attention: Corporate Actions 

Computershare Trust Company of Canada 
100 University Avenue 

8th Floor 
Toronto, Ontario 

M5J 2Y1 

Attention: Corporate Actions 
Toll Free: 1-800-564-6253 

E-mail: corporateactions@computershare.com 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Any questions or requests for assistance may be directed to the Depositary at the address and 
telephone number set forth above. Additional copies of the Offer to Purchase and Circular, the 
Letter of Transmittal and the Notice of Guaranteed Delivery may be obtained from the Depositary. 
Manually executed photocopies of the Letter of Transmittal and the Notice of Guaranteed Delivery 
will be accepted. Shareholders may also contact their investment dealer, stock broker, commercial 
bank, trust company or other nominee for assistance concerning the Offer. 
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FOR IMMEDIATE RELEASE 

BRASLYN INVESTS IN  
CALLIDUS CAPITAL CORPORATION 

January 4, 2016 – Braslyn Ltd. (“Braslyn”) has acquired, through an off market transaction 
with its affiliate, Berkley Capital Management Ltd., ownership and control over 5,353,700 
common shares of Callidus Capital Corporation (“Callidus”), representing approximately 
10.89% of the outstanding common shares of Callidus. 

Braslyn has acquired the common shares for investment purposes and may, from time to 
time, acquire additional common shares of Callidus, dispose of some or all of the common 
shares of Callidus, or continue to hold the common shares of Callidus.  

For further information, please contact:  

Braslyn Ltd.  
303 Shirley Street 
PO Box N492 
Nassau 
The Bahamas 
Attn: Jefferson R. Voss 
407 909 9000 
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Berkley Capital Management
invests in Callidus Capital
Corporation

NEWS PROVIDED BY
Berkley Capital Management Ltd. 
Dec 11, 2015, 17:42 ET

¦

NASSAU, Dec. 11, 2015 /CNW/ - Berkley Capital Management Ltd. ("Berkley")
has acquired, through the facilities of the Toronto Stock Exchange,
ownership and control over 223,500 common shares of Callidus Capital
Corporation ("Callidus"), representing approximately 0.45% of the
outstanding common shares of Callidus.

Together with the 4,835,100 common shares of Callidus previously owned
by Berkley, Berkley now owns and controls a total of 5,058,600 common
shares of Callidus, or approximately 10.3% of the issued and outstanding
common shares of Callidus.

Berkley has acquired the common shares for investment purposes and
may, from time to time, acquire additional common shares of Callidus,
dispose of some or all of the common shares of Callidus, or continue to
hold the common shares of Callidus.

SOURCE Berkley Capital Management Ltd.
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https://www.newswire.ca/news/berkley-capital-management-ltd./


/

For further information: Berkley Capital Management Ltd., 303 Shirley
Street, PO Box N492, Nassau, The Bahamas, Attn: Jefferson R. Voss, 407 909
9000
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12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 1/8

BUSINESS NEWS MARCH 26,  2018 / 2:35 PM / UPDATED 3 YEARS AGO

Callidus shares tumble after Reuters report on
Catalyst valuations

By John Tilak, Lawrence Delevingne 3  M I N  R E A D

A sign shows the entrance to the offices of Callidus Capital in Toronto, Ontario, Canada July 6, 2017.
REUTERS/Chris Helgren
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12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 2/8

TORONTO/NEW YORK (Reuters) - Shares of Canadian lender Callidus Capital Corp lost as

much as 21.6 percent in two trading sessions, hitting an all-time low, after a Reuters report

on Friday raised questions about the valuations that parent company Catalyst Capital Group

Inc assigned to some of its portfolio companies.

Callidus, which offers high-interest loans to distressed companies and went public in 2014, is

one of the largest holdings in Catalyst’s private equity funds. Among other things, the Reuters

report said that Callidus has so far been unable to find a buyer to take the company private.

Catalyst said in a press release last year that it was targeting a price of C$18 to C$22 a share.

Callidus shares dropped 6 percent on Friday. The slide continued on Monday, with the stock

falling as much as 16.5 percent to hit a record low before ending down 6.4 percent at C$6.23,

a drop of about 39 percent since the start of the year.

A D V E R T I S E M E N T

The Reuters report, citing various sources and documents, also noted that at least three other

of Catalyst’s major assets have struggled to find buyers at the firm’s valuations.

A spokesman for Callidus and Catalyst, which are both headed by Newton Glassman,

declined to comment for this story on Monday.
FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 3/8

Catalyst, in a statement issued on Friday after Reuters published its reporting on the firm,

said that the news organization was “unobservant” of the nature of private equity and of

Catalyst’s accomplishments in “rebuilding broken companies.”

A D V E R T I S E M E N T

Find your mountain escape
Share great memories without sharing space. Book a whole vacation home for your family.

Ad

“We can only stand dumbfounded by the failure of Reuters to understand the basic value

creation principles required to grow companies and the care we take to protect and maximize

returns,” Catalyst said.

After Callidus reported its most recent quarterly earnings in November, National Bank

analyst Jaeme Gloyn said in a report, “We believe recent performance materially impacts

both the probability and the valuation of a privatization transaction.” Callidus said on

Monday it would report fourth-quarter results on April 2.

Reporting by John Tilak in Toronto and Lawrence Delevingne in New York

Our Standards: The Thomson Reuters Trust Principles.

M O R E  F R O M  R E U T E R S
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Conference Call Q1 2016 
We have stated many times that we deal in a market segment where our clients often go through 
structural changes. As result, it is not uncommon for our clients to need or desire changes through 
the original deal with Callidus. When such changes, known as accommodations, are requested or 
needed, Callidus may accommodate to borrow and exchange for a change in the economic 
relationship.  
 
To this end, this quarter, we significantly advanced what we call yield enhancement options, in our 
loan portfolio, although such will not be seen in our financial performance metrics until we report 
Q2 2016. National Bank Financials valuation included in the SIB put a value of $0.50 to a $1 per 
share on these yield enhancement options. It is management's belief that this is a conservative 
estimate.  
 
Yield enhancement auctions often take many forms. The most commonly understood would 
include revenue royalty streams, periodic fee arrangements, warrants, equity options and limited 
equity participations to name just a few. We've already agreed to terms for the "yield enhancement 
options" pertaining to seven of the loans in our portfolio and expect to finalize agreements on an 
additional three loans next quarter.  
 
We provided a description and a summary in our MD&A to help people further understand this 
yield enhancing issue. Next quarter, we'll expand the reporting to include more detailed information 
including, we hope, valuation regarding these participations, which we have undertaken. 

Page 6 

We are going to wait and see how the stock performs after the SIB. If the SIB is not successful in 
closing the gap between the National Bank financial valuation, which we think is actually quite 
conservative, because it does not reflect the yield enhancement stuff to the full extent, and we've 
said that in our comments and for a bunch of other reasons. We'll evaluate the best use of that 
cash.  
 
Growth is not the number one goal. Return on equity and value for the shareholders is the number 
one goal. We can restart growth at any time. And our duty is to the ongoing shareholders. So, I 
remain committed to the view that those that actually remain shareholders in this company will 
reap the greatest rewards, and we will get them the best returns by using our cash in the highest 
and best use on their behalf. 
 
...in a very material way in Q2. So, the seven that we've closed essentially post Q1 will have a 
dramatic impact on earnings within this year and will start having a significant impact in Q2.  
One of the reasons that I say that National Bank's valuation was conservative was because we've 
now incorporated in the business model a highly structured and disciplined way of approaching any 
borrower that comes to us for an accommodation. Our view is that the deal is the deal. It's inside 
the four corners of the document that we've singed with the company. Should the company want to 
change that deal, then we got to the change the deal. Anytime somebody now comes to us for an 
accommodation, we will evaluate that accommodation, and if we agree to it, we will be requesting 
something from them.  
As a result, we will have a lot of borrowers because of their own positive or negative change in 
circumstance. They come to us, but they also come to us primarily because of the change in 
circumstance in the market. So for example, just to give you an example, let's say, a very good and 
very well-performing borrower is up for renewal. Auto loans are 364-day loans. They are required 
to repay us typically in 364 days. In this environment, getting refinanced with the Sched I banks is 
very, very, very difficult.  
 
We feel badly for our borrowers. Should they not be able to refinance as contracted and agreed, 
notwithstanding their very good performance and improving credit metrics, we will be asking for 
them of something. We believe our job is to help rehabilitate businesses and get them back into 
the conventional business market – borrowing market.  
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If they are not capable of doing that, even if it's for a market related condition or issue, we believe 
that our shareholders are entitled to be compensated for that. So, that's a good example of 
notwithstanding no fault to the borrower, they are actually going to have to actually talk to us about 
an accommodation. That accommodation could be as simple as needing an extension. 
 
We therefore see the yield enhancement as something that's been massively overlooked by the 
market, and in fact, probably accounts for virtually all of the difference in ROE between David's 
view and my view. My view is that ultimately, we are required to actually maximize the value for our 
own shareholders, while helping our borrowers. And we have to actually balance those two 
competing responsibilities.  
 
But at the end of the day, our shareholders come first. And as a result, given how many and how 
quickly of these accommodations we're now seeing, seven in Q2, three more in process. That's 10 
out of our portfolio of 40-odd loans. A quarter of our portfolio is getting yield enhancement above 
and beyond what's in our normal term sheets. You already saw the gross yield for the quarter is 
normalizing and our normal product right at around 20%, 19.9%, unlevered. And you see in 
Callidus Lite, it's normalizing right over 14%, which is exactly where we told people. It's a little bit 
higher than 14%. That means that the yield enhancement is going to take both of these over time 
significantly above the 20% and 14% targets. 
 
MDA Q2 1016 
For the current quarter, the Company recognized a gain on derivative assets associated with loans 
of $32.0 million as a result of the recognition of a warrant to acquire a portion of the equity in one of 
our borrowers. The Company receives warrants/options as yield enhancements from some of its 
borrowers. Under IFRS these warrants/options are required to be fair valued on the balance sheet, 
with changes in fair value recorded through the income statement. There is significant judgment 
required in the determination of the fair value and the Corporation uses all available information 
from its borrowers and at each reporting period re-estimates the cash 
flows used in the determination of fair values. Therefore, the values from such yield enhancements 
may significantly change from period to period causing volatility in our results. In addition, a total of 
$2.8 million of additional fees have been recognized in the statement of income during the quarter 
related to other yield enhancement features. These yield enhancements are further summarized in 
“Yield-Enhancement Agreements”. 
 
Yield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in 
the normal course negotiates yield enhancements (including but not limited to by way of equity and 
equity like interests) as compensation. Management expects that recoveries from such yield 
enhancements will be achieved on an irregular basis but may be substantial in amount. Significant 
estimation and critical judgment is involved in the measurement of separated embedded 
derivatives including options and, therefore, the values from such yield enhancements may 
significantly change from period to period causing volatility in our results. 
In the National Bank Financial valuation that accompanied our substantial issuer bid circular, 
National Bank Financial considered the value that may accrue to Callidus from equity and equity 
like interests currently owned by Callidus as a result of credit bid processes or through normal 
course negotiations with borrowers. National Bank Financial noted that as at March 29, 2016, the 
Company has agreed to terms pertaining to “yield enhancement options” related to seven of the 
loans in the portfolio, and expected to finalize the agreements on three additional loans during the 
next quarter. In arriving at its opinion as to the fair market value of the Callidus shares, National 
Bank Financial selected a fair market value for the equity and equity-like interests of between 
$0.50 and $1.00 per share. Management views this valuation range as conservative. 
The following table summarizes the yield enhancements as of June 30, 2016: 
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Yield Enhancement 

 

Method of Accounting 

Value 
Recognized in 

Q2-16 
Statement of 
Income (in $ 

millions) 

 
Unrecognized 

Value at 
June 30, 2016 

(in $ 
millions) 

 
Fee charged to 3 borrowers 

 
Fee recognized over estimated contract life. 

 
2.8 

 
0.6 

Profit participation above certain 
threshold and royalty stream on 

2 borrowers 

 
Interest yield adjustment over life of the loan. 

 
- 

 
1.9 

 
Options to purchase equity 

interests in 3 borrowers 

 
Embedded derivative - fair value movement recorded 

through statement of income. 

 

32.0 

 

- 

Equity interests in 2 borrowers Equity interest - fair value movement recorded through 
statement of other comprehensive income. - < 0.1 

 
Controlling interest in 3 

borrowers 

 
Consolidation - fair value disclosure only. Recognize 

into income upon disposition. 

 
- 

 
19.7 

Total  $ 34.8 $ 22.2 

 
 
Q2 2016 Conference Call 
Last but certainly not least, we are able to update you on the yield enhancements we have spoken 
off in previous quarters and especially last quarter, which also positively influenced our results in 
this particular quarter. For the benefit of those who are unfamiliar with yield enhancements, they 
are required under IFRS accounting rules and are generally no-risk or low-risk financial [ph] 
instruments (07:57) we receive when we make an accommodation to a borrower.  
 
Yield enhancements are unequivocally and undeniably a fundamental, ongoing, repeating part of 
the business for a company such as Callidus. It is therefore a key part of normal operations, albeit 
they can be lumpy. 
 
Please note that the form of yield enhancements determines the impact that is reported on the 
profit and loss statements or the balance sheet with essentially no discretion to management under 
the IFRS rules.  
 
On our last call, we estimated that we would have yield enhancements on seven loans to report in 
Q2 with three following in Q3. In terms of value, we reported that National Bank had valued the 
yield enhancements between $0.50 and $1 per share in their valuation prepared in April, in 
conjunction with the substantial issuer bid. We also stated at that time that we thought that it was 
unduly conservative and incorrect. As you will see in our MD&A, we have exceeded all of those 
estimates. We have indicated that there are yield enhancements in place on 13 loans, which is 
almost 40% of our total portfolio. 
 
Our earnings for this quarter, for the first time, include the impact of the yield enhancements that 
Newton has discussed, these are options, and therefore, there will be some variability or volatility 
in their valuations from quarter-to-quarter. To make it easier for investors to compare our results 
historically, our reporting, beginning in this quarter and going forward, will present the key financial 
performance metrics with and without the impact of yield enhancements. 
 
Okay. Great. Fair enough. Shifting gears to the yield enhancements and the CAD 32 million gain, 
can you just sort of elaborate on the size of the [ph] potential can, (24:52) the size of the original 
loan that those warrants are associated with? What's the value of shareholders' equity or 
percentage that that CAD 32 million would represent of the company? And then, maybe just some 
commentary on the industry or sector that those warrants are attached to. 
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Some of that, I could answer. Some of it, we're not legally allowed to answer for a bunch of 
reasons. We will not tell you the size of the original loan. It is a loan that originally was troubled. 
We helped the company review their operations. They entered an additional and extra line of 
business, [ph] which makes their credit basically found. (25:46) They came to us and asked us if 
we would amend and help them with our facility to help them go in that business. It is a huge 
incremental increase in their business. They seemed to be executing well to extremely well.  
We are very supportive of them. They are a poster child of how we can help and why we would 
want to help a company that first was in trouble and then figures out a way to get out of trouble. 
Without our help, it would not have been able to go into this additional business, which is, in terms 
of revenue, billions of dollars for them potentially. At least, the first part of it is a couple of billion 
dollars or more. 
 
The value is not determined by us. The value is actually determined in conjunction with third-
parties outside of the firm and then reviewed with the auditors. The IFRS rules are incredibly 
specific and esoteric. The form of the yield enhancement itself will determine when it hits your 
financial statement and where. So, for example, under the IFRS rules, there is zero discretion in 
dealing with this issue. So, if you are receiving work or options as we did in this particular case, 
one is required to value those options or warrant and put them through the P&L. 
 
MD&a Q2 
For the current quarter, the Company recognized a gain on derivative assets associated with loans 
of $32.0 
million as a result of the recognition of a warrant to acquire a portion of the equity in one of our 
borrowers. The 
Company receives warrants/options as yield enhancements from some of its borrowers. Under 
IFRS these 
warrants/options are required to be fair valued on the balance sheet, with changes in fair value 
recorded through 
the income statement. There is significant judgment required in the determination of the fair value 
and the 
Corporation uses all available information from its borrowers and at each reporting period re-
estimates the cash 
flows used in the determination of fair values. Therefore, the values from such yield enhancements 
may 
significantly change from period to period causing volatility in our results. In addition, a total of $2.8 
million of 
additional fees have been recognized in the statement of income during the quarter related to other 
yield 
enhancement features. These yield enhancements are further summarized in “Yield-Enhancement 
Agreements”. 
 
Yield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in the normal course 
negotiates yield enhancements (including but not limited to by way of equity and equity like interests) as compensation. 
Management expects that recoveries from such yield enhancements will be achieved on an irregular basis but may be 
substantial in amount. Significant estimation and critical judgment is involved in the measurement of separated 
embedded derivatives including options and, therefore, the values from such yield enhancements may significantly 
change from period to period causing volatility in our results. 
In the National Bank Financial valuation that accompanied our substantial issuer bid circular, National Bank Financial 
considered the value that may accrue to Callidus from equity and equity like interests currently owned by Callidus as 
a result of credit bid processes or through normal course negotiations with borrowers. National Bank Financial noted 
that as at March 29, 2016, the Company has agreed to terms pertaining to “yield enhancement options” related to seven 
of the loans in the portfolio, and expected to finalize the agreements on three additional loans during the next quarter. 
In arriving at its opinion as to the fair market value of the Callidus shares, National Bank Financial selected a fair 
market value for the equity and equity-like interests of between $0.50 and $1.00 per share. Management views this 
valuation range as conservative. 
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The following table summarizes the yield enhancements as of June 30, 2016: 
 

 

Yield Enhancement 

 

Method of Accounting 

Value 
Recognized in 

Q2-16 
Statement of 
Income (in $ 

millions) 

 
Unrecognized 

Value at 
June 30, 2016 

(in $ 
millions) 

 
Fee charged to 3 borrowers 

 
Fee recognized over estimated contract life. 

 
2.8 

 
0.6 

Profit participation above certain 
threshold and royalty stream on 

2 borrowers 

 
Interest yield adjustment over life of the loan. 

 
- 

 
1.9 

 
Options to purchase equity 

interests in 3 borrowers 

 
Embedded derivative - fair value movement recorded 

through statement of income. 

 

32.0 

 

- 

Equity interests in 2 borrowers Equity interest - fair value movement recorded through 
statement of other comprehensive income. - < 0.1 

 
Controlling interest in 3 

borrowers 

 
Consolidation - fair value disclosure only. Recognize 

into income upon disposition. 

 
- 

 
19.7 

Total  $ 34.8 $ 22.2 

 
Q3 Conference Call 
While these measures have helped unlock some of the value, the shares continue to trade at a 
significant discount to their fundamental value, as evidenced by the fact that yield enhancement a 
whopping CAD 80-plus million to-date or over CAD 1.60 per share continues to be essentially 
valued at zero or at most a one-time multiple, notwithstanding its fundamental nature and 
contribution to the business. Therefore, we've once again done what we said we would do, and 
we've engaged Goldman as the company's financial advisor to run the privatization process for the 
company.  
While the shares are now trading based on the potential value range of our corporate initiatives, 
we've not diverted our attention from managing and strengthening the underlying business. We've 
restarted growth in our loan portfolio evidenced by the approximately CAD 340 million in signed-
back term sheets and increased funding on our Resolve facility as of yesterday.  
Generally, we've always said that we expect 60% to 80% of signed-back term sheets to result in 
advances or in growth in gross loans receivable. We're also days away from closing a new 
securitization facility that will become a low-cost source of funding for that growth, and result in 
increased interest margin, net income, and therefore, return on equity. The investment grade 
ratings attached to the leverage in the facility evidence the quality of our underlying business.  
We've also introduced a robust ongoing program of what we call yield enhancements that are still 
not being recognized in the current valuations, despite being almost double the level of initial 
expectations and growing far faster than the market clearly understands or understood. Admittedly, 
these are quite difficult to predict and 
subject to complicated IFRS rules, which is why we believe they are not being incorporated in 
Street estimates, but they are a very important part of our business model and simply cannot be 
overlooked. Over half of the loans in the portfolio are generating yield enhancements, clearly 
demonstrating that such is the fundamental part of the business.  
Total yield enhancement to-date is internally valued at CAD 80.6 million and reviewed by both the 
auditors and the audit committee. Recognition of yield enhancement, however, to income is strictly 
dictated by IFRS rules and can therefore result in significant timing issues, but the key word here is 
timing, not value. Yield enhancements will flow through our income statements and are dictated by 
the characteristics of each loan and the underlying business thereof. Furthermore, for example, 
owning straight out equity would technically result in zero dollars of initial net income, but [ph] were 
(07:06) structured at CAD 0.0001 per share would require immediate inclusion into net income, all 
other things being equal. 
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These expected gains are shown in the yield enhancement table in the MD&A. When they are through this, their 
CCAA process, these gains will be brought into income. Over half of the loans in the portfolio are generating yield 
enhancements, clearly demonstrating such is a fundamental part of the business. 
 
Q3 MD&A 
For the current quarter, a total of $2.8 million of additional fees have been recognized in the statement of 
income during the quarter related to yield enhancement features. These yield enhancement features will 
continue to be part of the loan restructuring process on our borrowers and will generate repeated incremental 
income to the overall portfolio. In addition, during the quarter, the fair value of the Company’s controlling 
interests in 3 borrowers increased by $20.0 million. Under IFRS, the value of these yield enhancements related 
to these controlling interests ($39.7 million as at September 30, 2016) does not get recognized into income until 
disposition of the consolidated entities. These yield enhancements are further summarized in “Yield- 
Enhancement Agreements”. 
 
Yield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in the normal course 
negotiates yield enhancements (including but not limited to by way of equity and equity like interests) as compensation. 
Management expects that recoveries from such yield enhancements will be achieved on an irregular basis but may be 
substantial in amount. Significant estimation and critical judgment are involved in the measurement of separated 
embedded derivatives including options and, therefore, the values from such yield enhancements may significantly 
change from period to period causing volatility in our results. 
In the National Bank Financial valuation that accompanied our substantial issuer bid circular, National Bank Financial 
considered the value that may accrue to Callidus from equity and equity like interests currently owned by Callidus as 
a result of credit bid processes or through normal course negotiations with borrowers. National Bank Financial noted 
that as at March 29, 2016, the Company has agreed to terms pertaining to “yield enhancement options” related to seven 
of the loans in the portfolio, and expected to finalize the agreements on three additional loans during the next quarter. 
In arriving at its opinion as to the fair market value of the Callidus shares, National Bank Financial selected a fair 
market value for the equity and equity-like interests of between $0.50 and $1.00 per share. Management views this 
valuation range as conservative. 
 
The following table summarizes the yield enhancements as of September 30, 2016: 

 

 

Yield Enhancement 

 

Method of Accounting 

Value Recognized in 
YTD Q3-16 

Statement of Income 
(in $ millions) (1) 

Unrecognized Value 
at September 30, 

2016 (in $ millions) 

Fee charged to 7 borrowers Fee recognized over estimated contract life. $ 5.8 $ 2.0 

Profit participation above 
certain threshold and royalty 

stream on 2 borrowers 
Interest yield adjustment over life of the 

loan. 

 
0.3 

 
0.8 

Options to purchase equity 
interests in 3 borrowers 

Embedded derivative - fair value movement 
recorded through statement of income. 

 
32.0 

 
- 

Equity interests in 2 
borrowers 

Equity interest - fair value movement 
recorded through statement of other 

comprehensive income. 

 
- 

 
< 0.1 

Current/expected controlling 
interest in 3 borrowers 

Consolidation - fair value disclosure only. 
Recognize into income upon disposition. 

 
- 

 
39.7 

Total  $ 38.1 $ 42.5 

(1) Value recognized per quarter was as follows: Q3-2016: $2.8 million; Q2-2016: $35.3 million. 
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2016 q4 Conference Call 
Yield enhancements and provisions. This brings me to the final element of our 2016 results 
upon which I would like to comment. The loan loss provisions and the non-IFRS unrecognized 
yield enhancements, which for simplicity I will refer to as yield enhancements, every quarter in 
addition to computing an allowance for loan losses on the overall portfolio, we, along with third 
parties, engage in a valuation exercise on our loans to assess any potential credit 
impairments. Our experience has shown that generally, when we have a loan that needs some 
form of accommodation, such as an extension or restructuring, we try to obtain a yield 
enhancement, such as a fee or warrant for undertaking the accommodation. David will be 
discussing the specifics of the 2016 provisions and yield enhancements, but I would like to 
comment on the rigorous process we have to arrive at these numbers. 

The process for determining the yield enhancements is greatly influenced by the complexity of 
the accounting standards under which the company reports and judgments related to the 
future performance of the business and the industry of a business to whom we have advanced 
a loan. To be clear, Callidus takes the unusual approach of engaging in a 2-step external 
valuation process, both its auditors and another third party review the company's loan loss 
provisions. As a result, Callidus is confident in the veracity of its processes in determining 
these 2 estimates. Both provisions and yield enhancements are subject to very significant 
fluctuation and volatility, sometimes even quarter-over-quarter due to the applicable IFRS rules 
and thus greatly influence consolidated financial performance. 

In 2016, the non-IFRS unrecognized yield enhancements, which are disclosed in the table in 
the MD&A, were approximately 2.5x the level of initial expectations found in the valuation 
attached to our SIB circular issued in April 2016. Loan loss provisions and yield 
enhancements, more specifically how yield enhancements must be recorded under technical 
accounting rules, can be extremely volatile and in both directions. Therefore, it is worth 
repeating that shareholders need to be cognizant of the aggregate results including the IFRS-
driven reporting and the potential longer-term impact of non-IFRS yield enhancements on 
longer-term results. For example, under the IFRS rules, once Callidus controls or consolidates 
a borrower, it is required to automatically -- I'm sorry, automatically any related yield 
enhancement cannot be under IFRS rules recognized until such entity is disposed of. While 
the timing-related volatility of both the provisions and yield enhancements introduced by 
technical accounting requirement may have an immediate impact on financial reporting, we 
have not as yet had any negative impact on value. Our expectation is that these are offsetting 
measures at a minimum, and if managed correctly, a portion of the provisions may be reversed 
or recovered as collateral values, like yellow metal, recover. 

Q4 MD&A 

For the year, a total of $11.3 million of additional fees have been recognized in interest and fees and other in the 
statement of comprehensive income related to yield enhancement features. These yield enhancement features 
will continue to be earned as part of the loan restructuring process and will generate repeated incremental 
income for the overall portfolio. Under IFRS, the value of yield enhancements related to controlling interests 
($110.7 million as at December 31, 2016) does not get recognized into income until disposition of the 
consolidated entities. These yield enhancements are further summarized in “Yield-Enhancement Agreements”. 
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Yield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in the normal course 
negotiates yield enhancements (including but not limited to by way of equity and equity like interests) as compensation. 
Management expects that recoveries from such yield enhancements will be achieved on an irregular basis but may be 
substantial in amount. Significant estimation and critical judgment are involved in the measurement of separated 
embedded derivatives including options and, therefore, the values from such yield enhancements may significantly 
change from period to period causing volatility in our results. Such significant estimations and critical judgments used 
in the determination of recognized and unrecognized yield enhancements include assumptions over and are not limited 
to future cash flows, interest rates, execution risk and company- specific risks. Inherently, there are risks and 
uncertainties relating to the valuation of these yield enhancements that may result in significant variation from period 
to period. Such risks and uncertainties include and are not limited to unforeseen economic and technological changes 
in a particular industry, inability to meet future cash flows targets and changes in commodity prices. 
In the National Bank Financial valuation that accompanied our completed substantial issuer bid, National Bank 
Financial considered the value that may accrue to Callidus from equity and equity like interests currently owned by 
Callidus as a result of credit bid processes or through normal course negotiations with borrowers. National Bank 
Financial noted that as at March 29, 2016, the Company has agreed to terms pertaining to “yield enhancement options” 
related to seven of the loans in the portfolio, and expected to finalize the agreements on three additional loans during 
the next quarter. In arriving at its opinion as to the fair market value of the Callidus shares, National Bank Financial 
selected a fair market value for the equity and equity-like interests of between $0.50 and $1.00 per share. Management 
views this valuation range as conservative. 

The following table summarizes the yield enhancements as of December 31, 2016: 
 

Yield Enhancement 
 

Method of Accounting 
Value Recognized in 

2016 Statement of 
Income (in $ millions) (1) 

Unrecognized Value 
at December 31, 2016 

(in $ millions) (2) 

Fee charged to 9 borrowers Fee recognized over estimated contract 
life. $ 10.6 $ 0.8 

Profit participation above 
certain threshold and royalty 

stream on 3 borrowers 
Interest yield adjustment over life of the 

loan. 

 
0.7 

 
- 

Options to purchase equity 
interests in 5 borrowers 

Separated embedded derivative - fair value 
movement recorded through statement of 

income. 

 
3.1 

 
12.0 

Equity interests in 1 
borrower 

Equity interest - fair value movement 
recorded through statement of other 

comprehensive income. 

 
- 

 
- 

Current/expected controlling 
interest in 3 borrowers 

Consolidation - fair value disclosure only. 
Recognize into income upon disposition. 

 
- 

 
110.7 

Total  $ 14.4 $ 123.5 

(1) Value recognized in the financial statements before derecognition per quarter was as follows: Q4-2016: ($23.8) million; Q3-
2016: $2.8 million; Q2-2016: $35.3 million. It should also be noted that the recognized yield enhancement on options to 
purchase equity interests in 5 borrowers does not relate to the same entities as the unrecognized non-IFRS yield enhancement 
on the current/expected controlling interest in 3 borrowers. 

(2) The unrecognized value of the yield enhancements is a non-IFRS measure. The current estimated value is attributed to two 
borrowers and the value ascribed is considered a forward looking statement. The following table outlines certain significant 
forward-looking statements contained in this MD&A and provides the material assumptions used to develop such forward-
looking statements and material risk factors that could cause actual results to differ materially from the forward looking 
statements. 
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Q1 2017 conference Call 

Only  one mention of Yield enhancements 

And we expect what we look at as in the total amount earned which for us includes a non-IFRS 
measure which is part of yield enhancement. Which is not recognized through the P&L for 
technical reasons. We care about the total return. We don't care how it's composed. As long 
as we're making a return that is commensurate or greater than the risk in the book reflected by 
the collateral in the business we don't really care. We can't really do that currently or we 
couldn't do it as a public company up until now. We don't think it'll have a major impact on the 
overall yield. It may have an impact on the composition of the total yield earned. I hope that's 
helpful, Stephen 

Okay, maybe we can take it offline. In terms of disclosures, obviously in the press release 
there's some commentary around OSC, continuous disclosure review, is that wrapped up? Is 
there anything else from the OSC? Or are there any other investigations ongoing at this time? 

It's a continuous disclosure review. It's nothing extraordinary. If there was a significant issue 
with the Commission, I'm fairly certain the Commission would force us to disclose it. 

Jaeme, if there was something serious going on with the Commission I'm virtually certain the 
Commission would force us to, and rightly, disclose it. A continuous disclosure review is just a 
review. Almost every company I've heard of, and this is maybe just my experience, that is 
using IFRS and non-IFRS measures it's an issue and a justified issue by both the SEC in the 
US and the OSC in Ontario. And amongst other things, it's an issue that I think is appropriate 
that people make sure that they're disclosing properly. 

MD&A Q1 2017 
For the current quarter, a total of $7.0 million of additional fees have been recognized in interest and fees and 
other in the statement of comprehensive income related to yield enhancements. These yield enhancements will 
continue to be earned as part of the loan restructuring process and will generate repeated incremental income for 
the overall portfolio. Under IFRS, the value of yield enhancements related to controlling interests ($110.4 
million as at March 31, 2017) does not get recognized into income until disposition of the consolidated entities. 
These yield enhancements are further summarized in “Yield-Enhancement Agreements”. 

Yield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in the normal course 
negotiates yield enhancements (including but not limited to by way of equity and equity like interests) as compensation. 
Management expects that recoveries from such yield enhancements will be achieved on an irregular basis but may be 
substantial in amount. Significant estimation and critical judgment is involved in the measurement of separated 
embedded derivatives including options and, therefore, the values from such yield enhancements may significantly 
change from period to period causing volatility in our results. Such significant estimations and critical judgments used 
in the determination of recognized and unrecognized yield enhancements include assumptions over and are not limited 
to future cash flows, interest rates, execution risk and company-specific risks. Inherently, there are risks and uncertainties 
relating to the valuation of these yield enhancements that may result in significant variation from period to period. Such 
risks and uncertainties include and are not limited to unforeseen economic and technological changes in a particular 
industry, inability to meet future cash flows targets and changes in commodity prices. 
In the National Bank Financial valuation that accompanied our completed substantial issuer bid, National Bank Financial 
considered the value that may accrue to Callidus from equity and equity like interests currently owned by Callidus as a 
result of credit bid processes or through normal course negotiations with borrowers. National Bank Financial noted that 
as at March 29, 2016, the Company has agreed to terms pertaining to “yield enhancement options” related to seven of 
the loans in the portfolio, and expected to finalize the agreements on three additional loans during the next quarter. In 
arriving at its opinion as to the fair market value of the Callidus shares, National Bank Financial selected a fair market 
value for the equity and equity-like interests of between $0.50 and $1.00 per share. Management views this valuation 
range as conservative. 
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The following table summarizes the yield enhancements as of March 31, 2017: 
 

Yield Enhancement 
 

Method of Accounting 
Value Recognized in 

Q1-2017 Statement of 
Income (in $ millions) (1) 

Unrecognized Value 
at March 31, 2017 (in 

$ millions) (2) 

Fee charged to 5 borrowers Fee recognized over estimated contract 
life. $ 6.9 $ - 

Profit participation above 
certain threshold and royalty 

stream on 3 borrowers 
Interest yield adjustment over life of the 

loan. 

 
0.1 

 
- 

Options to purchase equity 
interests in 5 borrowers 

Separated embedded derivative - fair value 
movement recorded through statement of 

income. 

 
(1.2) 

 
12.6 

Equity interests in 1 
borrower 

Equity interest - fair value movement 
recorded through statement of other 

comprehensive income. 

 
- 

 
- 

Current/expected controlling 
interest in 3 borrowers 

Consolidation - fair value disclosure only. 
Recognize into income upon disposition. 

 
- 

 
110.4 

Total  $ 5.8 $ 123.0 

(1) Value recognized in the financial statements before derecognition per quarter was as follows: Q1-2017: $5.8 million; Q4- 2016: 
($23.8) million; Q3-2016: $2.8 million; Q2-2016: $35.3 million. It should also be noted that the recognized yield 
enhancement on options to purchase equity interests in 5 borrowers does not relate to the same entities as the unrecognized 
non-IFRS yield enhancement on the current/expected controlling interest in 3 borrowers. 

(2) The unrecognized value of the yield enhancements is a non-IFRS measure. The current estimated value is attributed to two 
borrowers and the value ascribed is considered a forward-looking statement. The following table outlines certain significant 
forward-looking statements contained in this MD&A and provides the material assumptions used to develop such forward-
looking statements and material risk factors that could cause actual results to differ materially from the forward-looking 
statements. 

 

Q2 2017 

No Mention of yield Enhancements 

ield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in the normal course 
negotiates yield enhancements (including but not limited to by way of equity and equity like interests) as compensation. 
Management expects that recoveries from such yield enhancements will be achieved on an irregular basis but may be 
substantial in amount. Significant estimation and critical judgment is involved in the measurement of separated 
embedded derivatives including options and, therefore, the values from such yield enhancements may significantly 
change from period to period causing volatility in our results. Such significant estimations and critical judgments used 
in the determination of recognized and unrecognized yield enhancements include assumptions over and are not limited 
to future cash flows, interest rates, execution risk and company-specific risks. Inherently, there are risks and 
uncertainties relating to the valuation of these yield enhancements that may result in significant variation from period 
to period. Such risks and uncertainties include and are not limited to unforeseen economic and technological changes 
in a particular industry, inability to meet future cash flows targets and changes in commodity prices. 
In the National Bank Financial valuation that accompanied our completed substantial issuer bid, National Bank 
Financial considered the value that may accrue to Callidus from equity and equity like interests currently owned by 
Callidus as a result of credit bid processes or through normal course negotiations with borrowers. National Bank 
Financial noted that as at March 29, 2016, the Company has agreed to terms pertaining to “yield enhancement options” 
related to seven of the loans in the portfolio, and expected to finalize the agreements on three additional loans during 
the next quarter. In arriving at its opinion as to the fair market value of the Callidus shares, National Bank Financial 
selected a fair market value for the equity and equity-like interests of between $0.50 and $1.00 per share. Management 
views this valuation range as conservative. 

Total: 
$1,089MM 

Total: 
19 loans 
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The following table summarizes the yield enhancements as of June 30, 2017: 
 

Q3 3017 

One mention of Yield Enhancement relating to Bluberi 

MD&A Q3 

Yield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in the normal 
course negotiates yield enhancements (including but not limited to by way of equity and equity like interests) as 
compensation. Management expects that recoveries from such yield enhancements will be achieved on an irregular 
basis but may be substantial in amount. Significant estimation and critical judgment is involved in the measurement 
of separated embedded derivatives including options and, therefore, the values from such yield enhancements may 
significantly change from period to period causing volatility in our results. Such significant estimations and critical 
judgments used in the determination of recognized and unrecognized yield enhancements include assumptions over 
and are not limited to future cash flows, interest rates, execution risk and company-specific risks. Inherently, there 
are risks and uncertainties relating to the valuation of these yield enhancements that may result in significant 
variation from period to period. Such risks and uncertainties include and are not limited to unforeseen economic 
and technological changes in a particular industry, inability to meet future cash flows targets and changes in 
commodity prices. 
 
 
 
 
 
 
 
 
 
 

 

Yield Enhancement 

 

Method of Accounting 

Value Recognized in 
YTD Q2-2017 

Statement of Income (in 
$ millions) (1) 

Unrecognized Value 
at June 30, 2017 (in $ 

millions) (2) 

Fee charged to 7 borrowers Fee recognized over estimated contract 
life. $ 6.9 $ - 

Profit participation above 
certain threshold and royalty 

stream on 3 borrowers 
Interest yield adjustment over life of the 

loan. 

 
0.1 

 
- 

Options to purchase equity 
interests in 3 borrowers 

Separated embedded derivative - fair value 
movement recorded through statement of 

income. 

 
(1.2) 

 
- 

Equity interests in 1 
borrower 

Equity interest - fair value movement 
recorded through statement of other 

comprehensive income. 

 
- 

 
- 

Current/expected controlling 
interest in 4 borrowers 

Consolidation - fair value disclosure only. 
Recognize into income upon disposition. 

 
- 

 
115.8 

Total  $ 5.8 $ 115.8 
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The following table summarizes the yield enhancements as of September 30, 2017: 
 

Yield Enhancement 
 

Method of Accounting 
Value Recognized in YTD 

Q3-2017 Statement of 
Income (in $ millions) (1) 

Unrecognized Value at 
September 30, 2017 (in $ 

millions) (2) 

Fee charged to 8 borrowers Fee recognized over estimated contract 
life. $ 9.7 $ - 

Profit participation above 
certain threshold and royalty 

stream on 3 borrowers 

Interest yield adjustment over life of the 
loan. 

 
0.1 

 
- 

Options to purchase equity 
interests in 3 borrowers 

Separated embedded derivative - fair value 
movement recorded through statement of 

income. 

 
(3.1) 

 
- 

Equity interests in 1 
borrower 

Equity interest - fair value movement 
recorded through statement of other 

comprehensive income. 

 
- 

 
- 

Current controlling interest 
in 4 entities 

Consolidation - fair value disclosure only. 
Recognize into income upon disposition. 

 
- 

 
112.7 

Total  $ 6.7 $ 112.7 
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2019-08-30  

Place of Interview: IRISS Corp. 225, 6125 11 Street SE, Calgary, Alberta. 

Interviewer: Conal Archer 

Summary of Interview of   Kevin Baumann Re IRISS File # 19-002 

Mr. Kevin Baumann stated that: 

• In 1980, (approximately), Allen Anderson started up Alken Basin (“Alken”) in Central Alberta 

which developed a very good name for developing water wells in Alberta.  Alken had a 

domestic division drilling water wells for farmers and acreage owners, however the majority 

of business was the oilfield and the creation of water wells for oilfield use.  Water is required 

in most oilfield operations including fracking and oilsands development.  There are massive 

amounts of water required. 

 

• He acquired shares in Alken in 2013.  They bought Alken via a numbered company that he 

and his brother Mike Baumann started up. Allen Anderson and Kevin Schmit were involved 

for a period of time but did not ultimately get any shares.  

 

• He backstopped a loan for Alken with his personal property assets and name in the amount 

of 6 Million dollars.  They initially financed the purchase of Alken through Talem Capital and 

later switched to Service Credit Union.  Alken was going along fine and the opportunity for 

a major coring project in the Alberta Oil Sands presented.   With the assistance of the Service 

Credit Union loan with the amount of 12 Million at an interest rate of between, he believes, 

3 to 5%, they bought the assets of Titan Drilling to work the business and have the 

equipment required for this new project.  Service Credit Union funded the entire purchase 

of Titan assets.  Additional assets via the numbered company he vended in, consisted of 

two drilling rigs.   
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• The Titan assets were premium assets.  Titan had their assets on the books for 60 Million.  

By the time they vended in the Alken assets from the numbered company being the two 

rigs and the Titan assets, Alken had a value in the 40-Million-dollar range. 

 

• Alken had their head office in Bentley Alberta which was subsequently moved to Red Deer 

to be more central.  They also had a sales office in Calgary. They had between 35 and 50 

employees. Most of them were employees on the payroll with some contractors. 

 

• Alken had busy winters, especially after they acquired the Titan assets, their monthly 

revenue was a million dollars on average, so between 6 and 12 Million annually. 

 

• They spent a considerable amount of capital getting ready for the oil sands project.  

However, the project was put on hold by a Calgary Court relating to a lack of proper 

indigenous consultation. As a result of this delay, they lost the project.  They did do some 

work with Alken, however nothing like what they projected with the oil sands project.  

Projected income on that project would have paid for the entire Titan acquisition. 

 

• In 2014, finances become tight.  They had good communication with the senior bank 

officials at the Service Credit Union.  The Credit Union could not afford a default on the 

Alken loan, so they did the right thing and called the loan providing appropriate notice. They 

did have discussions with the Credit Union regarding a Forbearance Agreement, however 

they decided to re-finance with Callidus Capital and they thought it best to pay out the 

Credit Union.  They did not want to tarnish their reputation with the community. 

 

• Alken had been in business for over 30 years and they did not want to jeopardize that.  

Water development is a necessity that is not affected by how much business oil and gas 

development there is in the Province. Water wells are required to service existing oil and 

gas infrastructure. 
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• Dynamic Capital, out of British Columbia was a loan broker who assisted companies in 

finding financing.  The then Alken CFO Michael Kehler found Dynamic and they were dealing 

with a person by the name of Dustin White. Dynamic Capital referred them to Callidus 

Capital.  They began negotiating with Callidus for a loan in the fall of 2013. Callidus is a 

private commercial lender based out of Toronto that was in the process of going public.  

The loan closed on March 31, 2014.  He completed some due diligence on this company by 

reviewing their IPO on SEDAR.  He was dealing with Craig Boyer who gave him the assurance 

that they were dealing with a reputable company and part of his sales pitch was that 

Callidus was going public on the Toronto Stock Exchange. 

 

• They had to terminate Michael Kehler because Callidus did not want to deal with him. He 

believes in essence that Mr. Kehler was standing up for Alken and giving Callidus some 

pushback regarding the terms of the agreement. 

 

• The Callidus financing was slightly over what they needed to pay out the Service Credit 

Union.  The surplus provided Alken with money to go forward. 

 

• In his opinion the whole deal was reverse engineered by Callidus.  They scrubbed the books 

down, looked at their liabilities and tailored the appraisals to fit the capital they needed.  

For example, they crashed the equipment value down to 17 million dollars from the 40 

some million they had on the books.  Callidus said that if you want 17, the forced liquidation 

value of the equipment is less.  So Callidus said they would need a guarantee from him 

personally.  That guarantee was their Red Deer property, a value of 4.5 million. 

 

• All appraisers were chosen by Callidus as part of their agreement.  He was not satisfied with 

the appraisals but had no choice to accept them as they needed the money. 
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• Callidus tailored three loans for Alken which had an interest rate of 18%.  The equipment 

loan was 17 Million, which he negotiated up to 19 Million.  The second loan as 4.5 Million 

tied to his property guarantee of 6 Million.  The third loan was an operating line of credit 

up to a maximum of 5 Million and solely attached to Alken receivables. 

 

• Callidus as part of the agreement could charge them interest on money, they did not loan 

to Alken, however at the time he was not aware of it.  As part of the current lawsuit on the 

foreclosure of his property, Callidus has made some disclosures that indicate this was the 

case.   

 

• Mr. Boyer and Mr. Wilk came out and had a meeting with them to discuss the final 

negotiations before the deal closed.  Mr. Boyer told him that they would have more than 

enough coverage in terms of asset value to cover the loan.  Subsequent to that meeting, on 

January 7, 2014 they had added the personal guarantee requirement was written in.  His 

brother had to personally guarantee $250,000 as well.  Callidus was aware of the land he 

owned as Service Credit Union provided documentation regarding their loan with Alken, 

where he had also provided a personal guarantee.  He agreed to provide the guarantee 

based on believing that Callidus would provide the funds as promised in the loan 

agreement. 

 

• Callidus set up two bank accounts.  One of the accounts is a “blocked account.”  All of 

Alken’s receivables were to be deposited into that account which was swept each night.  By 

swept he means the money was removed and transferred to Callidus’s account in Toronto.  

They could not write cheques or draw on that account.  It was called a ‘Blocked Account 

Agreement.’  No party can get information on this account without Callidus’s consent.  The 

second account was a disbursement account where they would give them an allowance of 

funds.   
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• The second account they could borrow from on a weekly basis.  Upon request from Alken, 

Callidus would fund, not fund or alter the amount based on what they believed Alken should 

receive.  There were some occasions when Callidus refused to provide the requested funds. 

 

• The law firm of David Heighington represented him with respect to the Callidus loan 

agreement.  Mr. Heighington is well versed with the loan agreement and how it transpired. 

 

• The loan agreement had wording in it that they will value 17 or 19 Million for the equipment 

and provide Alken with an upline of 5 Million dollars, however these funds are at Callidus’s 

‘sole discretion.’  If the party does not act in good faith, such wording is dangerous.  Mr. 

Heighington did not like that wording.  Additionally, Callidus put in a hold back on their 

receivables, basically an availability block of $750,000.  He asked what the holdback was all 

about and demanded that not being able to access the receivables may harm the company.  

They negotiated the clause out of the agreement and Callidus’s counsel replaced it with the 

phrase ‘at their sole discretion.’ 

 

• The day after closing, Callidus placed a 1.25 Million Dollar immediate block on their 

receivables.  What that meant was that if you had 2 Million in receivables you could only 

draw a percentage of $750,000, 2 Million less the 1.25 Million.  He considered this highly 

deceptive.  He was not aware of this occurring until they received the first loan statement 

and it showed the block was applied on April 1, 2014, one day after the loan agreement was 

in place.  He reached out to Callidus and spoke to Mr. Boyer and he said, “Read your fucking 

agreement, we are allowed to do whatever we want.” 

 

• At that time, Alken had a good winter and had a good chunk of receivables to make interest 

payments and carry on to the next big season.  He believes the receivables at that time 

were 3.7 Million.  Out of the gate they did not draw any money from Callidus funds as the 
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funds paid out Service Credit Union.  He cannot recall exactly but he thinks the Credit Union 

was paid 15 or 16 Million.   

 

• The 1.25-Million-dollar block did not immediately affect them due to the value of their 

receivables.  At that time the reality was that they had signed an agreement to get their 

own money. 

 

• In November of 2014 they needed the money from Callidus, and he put the heat on them 

until they dropped the block from 1.25 Million down to $750,000, so they were able to get 

some money through.   

 

• In November of 2014 business was slow, and Callidus forced them to retain Matthew Scott 

Sinclair.  Boyer said they would not approve any more funding unless he was retained to 

“rightsize the business.”  Sinclair’s title was Chief Recovery Officer (“CRO”).  Later they 

found out that Mr. Sinclair had been sanctioned by the OSC for misrepresenting himself to 

investors. Mr. Sinclair took money from investors and spent it and was given a sanction of 

a 10-year ban from being an officer or director of a company.  Of note is that he laid a 

complaint with the Chartered Professional Accountants Association regarding Mr. Sinclair’s 

conduct with Alken and it is his understanding they did an investigation. 

 

• In January or February of 2015, they realized that Mr. Sinclair was not there to help obtain 

funds from Callidus nor to help them with running the business or to “rightsize” the 

business, he was actually there to do Callidus’s bidding.  Mr. Sinclair did not want to pay 

people and it became clear he was not independent of Callidus.  He had the belief that they 

should park the debt with old suppliers and just get new suppliers to create debt with.  So 

rather than ask Callidus for the money, he just ran up the debt and caused ill will with 

suppliers.  This did not sit well with him.  As Sinclair was not getting the funds from Callidus 
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as per their agreement with Callidus, he realized Callidus was trying to take over the 

business.  Callidus stopped talking to him and only dealt with Mr. Sinclair.   

 

• He had Alken’s Admin person Janice Jensen, prepare a termination letter to Mr. Sinclair and 

it was sent to him by email.  He replied with a one liner, “I’ll be back.” 

 

• Alken continues with business and he requested funding from Callidus.  Mr. Boyer wrote 

him an email and stated that he will not approve any funding requests until Mr. Sinclair has 

reviewed statements or estimates, knowing full well that Mr. Sinclair had been terminated.  

They had no choice to retain Mr. Sinclair again.  He called Mr. Sinclair and asked him to 

come back.  At that time, they needed Callidus funds to do payroll, pay bills, the phone was 

ringing off the hook with suppliers the company had used for 30 years who were screaming 

to get paid. 

 

• With Sinclair back in, Callidus funds were provided in dribs and drabs.  They had another 

good winter of work (January, February and March are the drilling season) with the rigs and 

had significant receivables to the tune of approximately 3 Million dollars, which would last 

them through the summer if they had access to it.  Mr. Sinclair would not consult with him 

thereafter at all.  For example, Alken owed a small company in the North of Alberta about 

50 to 90,000 dollars and Mr. Sinclair kept putting off this payable.  Mr. Sinclair sent all the 

suppliers a letter stating that they are working on a ‘go forward business plan’ and would 

get back to them in the near future, but he did not follow up with any of them.  

 

• In March of 2015 he asked Ms. Jensen to put a loan request into Callidus for $900,000.  She 

created the loan request document and sent it into Sinclair.  He came back with “REALLY?” 

Ms. Jensen forwarded it to the Callidus analyst whom they had to send all their requests to, 

and he believes they received a small portion of the requested funds, about $200,000.  
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Another request for funds in the amount of $500,000 was made prior to the $900,000 

request and again they only received enough to make payroll. 

 

• There was availability of receivables to draw from Callidus, but Mr. Sinclair refused to 

request the money and refused to pay the company bills.   

 

• Sinclair did not explain why he was doing this.  He worked remotely from his home in Fernie 

BC and rarely did he come to the Alken office in Red Deer.  He would bark out instructions 

to his employees at Alken by email.  Mr. Sinclair did not know the business.  He would not 

know the difference between a derrick and a drilling bit. Working in the oil industry is all 

about relationships, and he did not foster any. 

 

• In April of 2015, he decided to open a Royal Bank account under the name of Alken Basin 

Drilling Ltd. and file for CCAA protection.  He took 1.2 Million dollars of receivables 

(approximately 30 cheques) placing the funds into the account.  He breached the credit 

agreement by circumventing the blocked account.  He used the money to pay about 

$800,000 in bills, $100,000 he paid to his own company Pekisko Ranch that had a bill into 

Alken for $264,000.  He paid all other critical payables to get everything up to date.  He 

engaged Miller Thompson in Edmonton for $100,000 and Tiro Clarke whom he paid some 

money in Calgary to make an application for CCAA protection.  He felt Alken needed 

protection from Callidus.   

 

• Through his lawyer he notified Callidus and Chaitons law firm made a demand that he resign 

and that Alken appoint Mr. Sinclair or someone like him as President.   

 

• He resigned and with Mr. Sinclair appointed as President, Mr. Sinclair ran over to the bank 

and closed the account, sweeping all the remaining funds back to Callidus.  Any of the 

cheques that were in the process of going through were cancelled.  
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• The people at Alken that continued to communicate with him after he was no longer 

President of the company were fired by Mr. Sinclair.  Mr. Sinclair “tricked” his brother Mike 

to resign as Director, and Mr. Sinclair was left as the sole Director of the company, and he 

and Mike remained as shareholders only. 

 

• The CCAA protection did not go through.  He does not know who stopped that process, Mr. 

Sinclair or Callidus. 

 

• He had a shareholder loan against Alken in the amount of 1.6 or 1.7 Million to account for 

the rigs that were vended to Alken from his numbered company when they started Alken 

through the acquisition from Allan Anderson. They found out from Callidus disclosure that 

Mr. Sinclair made a journal entry in the Alken accounting books writing off the shareholder 

loan. 

 

• Throughout 2015, they went to Callidus with a plan to obtain other financing and pay them 

out, however Callidus told them they did not have their consent to approach other lending 

firms. 

 

• He believes that Callidus, knowing they were taking the company into receivership incurred 

additional debt prior to doing so and therefore contravened the Bankruptcy Act. 

 

• Some of the suppliers were calling him directly and were asking him what was going on as 

they were not getting paid.  They said, “How are we going to get paid?” “You would not do 

this to me.” “What’s going on man?” He continued to contact Mr. Sinclair and ask him when 

he is going to file for bankruptcy? When is he going to stop abusing suppliers? He accused 

Mr. Sinclair and Callidus of running up new debt with new suppliers and then file for 

receivership.  Most of the replies were, “You are a shareholder, not our Director and you 
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are entitled to information when it is available, which you will receive.”  He received nothing 

from them. 

 

• An irate supplier (KT Consulting) had called him and told him that Mr. Sinclair was not paying 

them, and it was a big job in good faith.  He demanded one day that Mr. Sinclair meet him 

at the Alken office to have a sit down and discuss all the debt he was running up with 

suppliers.  He told Mr. Sinclair that he was going to stop abusing suppliers on his behalf and 

he still had a say as he was a shareholder.  He went to Alken and made the call from the 

office demanding Mr. Sinclair come in and talk to him.  Mr. Sinclair called the RCMP on him.  

The police called him, and he alleged fraud was ongoing in the company with Mr. Sinclair 

failing to pay people. He told the police he was not there to harm anyone nor was he there 

to cause a disturbance or fight with anyone.  The police said this was a dispute between 

company owners and did not attend.  Mr. Sinclair did not show up.  

 

• Another harmed supplier was Mukluk Oilfield Hauling out of Red Deer who had moved all 

the Alken equipment from Bentley to Red Deer and was put onto the receivership list. Mr. 

Sinclair would not pay that bill of $90,000. 

 

• While Mr. Sinclair operated the business on behalf of himself and his brother Mike, they 

incurred about $800,000 in new payable debt (within 30 or 40,000 dollars). 

 

• This affected the ability to get business, as it is a small town and reputation is everything.  

Alken’s good will was significantly harmed.   

 

• Additionally, Mr. Sinclair refused to have the rigs inspected.  Without valid certified as 

inspected equipment the company could not get work. You must maintain proper tickets 

on the iron or you have safety issues.  This became a huge factor in running the business 

and bidding on new work.   
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• The day that he left Alken, the Alken’s net debt (owed to Callidus less the receivables the 

company had which Callidus controlled and collected) was 20.1 Million dollars.  After the 

receivership, the debt was 28.5 Million dollars.  With interest at 18% or even at the default 

rate of 24%, Alken lost a pile of money.  He believes the $800,000 was due to how they 

operated the business.  Some of this money was paid to employees as severances when 

they were wrongfully dismissed.  Callidus advanced funds to Alken at Mr. Sinclair’s request 

in excess of 60 occasions, which is in the John William Alvarez report. Callidus funded 

without having the required receivables breaching their own contract. 

 

• Alken had a lot of field vehicles for doing maintenance on customer wells.  He obtained 

these trucks from Ford.  He had a great relationship with Ford over they years. There were 

loans on these vehicles that he had personally guaranteed.  These vehicles and the 

outstanding debt were disclosed to Callidus in advance of getting their financing and 

became a permitted encumbrance on the loan where they took second security against. It 

was similar to having a second mortgage on one’s home.  Finances at Alken were tight and 

there may have been a couple of payments with Ford that were late during the Callidus loan 

period.  Ford called and said they were going to seize these vehicles.  He was on the hook 

for them as he personally guaranteed the loans.  Ford repossessed these vehicles (there 

were 4 or 5 of them) and he helped collect them from Alken.  Mr. Sinclair did not care and 

perhaps was happy that he was in trouble with Ford.  He paid a collections firm some funds 

and Ford some funds and currently he believes everything is resolved with Ford. He paid 

between 15 and 30 thousand to Ford personally which was enough to prevent them from 

going to the Courts and suing him. 

 

• Rick Bredy was a longtime employee of Alken’s and wanted to buy Alken.  This was in 

advance of the Receivership.  Rick had a good understanding of the industry, knew a lot of 

customers and had a good rapport with them.  People like him, he was a positive person 
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and the job meant a lot to him.  Rick had potential funders to help him buy Alken.  Rick 

reached out to Mr. Sinclair and told him he was interested in buying the business.  Mr. 

Sinclair ignored him.  Rick called him and told him this, so he reached out to Mr. Sinclair as 

well by email stating that Alken has an internal buyer, and in the best interests of all 

stakeholders he suggested Mr. Sinclair sit down with them and see what can be done to 

formulate a deal. 

 

• Mr. Sinclair called in Rick and was fired for communicating with him as well as his interest 

in buying Alken.  It is his belief that Callidus never had a plan to ever sell Alken to anyone 

other than themselves. 

 

• Ron Baumann, employee of Alken and his nephew, was fired soon after he quit as President.  

Ron told him that Mr. Sinclair said he was fired for having the wrong last name.  As they had 

no reason to fire him, they had to pay him out.  They paid Ron a year’s salary which would 

have been $150 to $180,000. 

 

• Ron told him that in the last year of operation they were chugging away at work really good 

when Mr. Sinclair was President.  However, in the last year of business, there was hardly 

any revenue on the books.  Perhaps the income and work were run through a different 

company?  He has asked Ron to look around for any ticket books.   

 

• Callidus did pay some of Alken’s bills directly and that is something Janice Jensen could be 

interviewed on.  Callidus’s legal bills were being ran through Alken regarding the lawsuits 

against him.   

 

• At Alken, Jackie managed rig inspections.  (He cannot recall her last name at this time 

however will provide this to the investigator once obtained.) Ron Baumann did them as 

well. They also did the bids for jobs together.   
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• The company that bought Alken’s assets during the Receivership was Altair Water and 

Drilling Services Inc. which is currently operating in Red Deer.  

 

• It is his believe that it was advantageous for Callidus to harm their borrowers, withhold 

promised funds, impose blocks and hold backs, because they felt they could.  With respect 

to the Yield Enhancement, on the quarter that Callidus announced a 32 Million Dollar Yield 

Enhancement, and if you review all the press releases before and after the announcement, 

there is no other company that they had taken over, other than Alken.  This information is 

material.  If their loan to Alken was 20 Million when he left, and 28.5 Million at Receivership, 

the additional gain they took from the company was 32 Million, it is pretty profitable, 

especially if the market believes it. 

 

• If Callidus would have put people in these companies that they took over, that knew how 

to run each business, it would have worked.  But when you put someone in, say for example, 

Mr. Sinclair who knew nothing about the drilling business, had no relationships in the 

industry, and no oil and gas experience, you can’t jump into something like that and expect 

to succeed. Mr. Sinclair treated suppliers badly and there was a chain reaction with 

reputation, and everybody knows. 

 

• Mr. Sinclair is not with Altair, he stated in Court during the foreclosure case that his 

mandate with Callidus was complete. 

 

• Allan Anderson, the previous owner of Alken is very bitter and hates Mr. Sinclair.  There was 

a lot of iron in Mr. Anderson’s yard (Alken’s yard) that they were leasing, about 15 rigs. A 

truck rig backed into one of the shops and took out a wall.  Sinclair was late on rent and did 

not fix Mr. Anderson’s shop. 
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• Alken had a bone yard of rig parts they moved from Titan in Strathmore.  When they moved 

from Bentley to Red Deer, Sinclair told everyone to move the good stuff and leave the rest 

of the shit for Anderson.  He later heard that Mr. Anderson had a 30 to 50,000 bill to clean 

up the mess. 
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 1        debate that, but I hear what you have said.

 2                    And so as I understand it, Mr. Baumann

 3        needs half an hour or so to be organized to start

 4        his cross-examination, so --

 5                    MR. LUNG:  2:40?

 6                    THE DEPONENT:  2:40?

 7                    MR. LUNG:  Well, I am just wondering,

 8        Kevin, are you there?

 9                    MR. BAUMANN:  Yes, sorry, 2:40 would be

10        perfect.

11                    MR. MOORE:  All right.

12                    THE DEPONENT:  Thank you.

13                    MR. LUNG:  Okay, thank you very much,

14        Mr. Riley.

15                    THE DEPONENT:  You are welcome.

16                    -- RECESSED AT 2:07 P.M.

17                    -- RESUMED AT 2:40 P.M.

18                    CROSS-EXAMINATION BY MR. BAUMANN:

19 1180               Q.   Good afternoon, Mr. Riley.  So

20        obviously you are under oath?

21                    A.   Yes, I am.  Actually, I have

22        affirmed.

23 1181               Q.   All right.

24                    A.   But I am, yes.

25 1182               Q.   Perfect.  I would like to dig

528

551



Catalyst v West Face et al.  
James Riley on 10/27/2020 379

neesonsreporting.com
416.413.7755

 1        down, if possible, to some of your testimony this

 2        morning.  You mentioned that Callidus was in the

 3        process of being wound down.  Can you explain that

 4        for me, please?  I would like to know what the end

 5        result would be?  Is there going to be a shell left

 6        with a bunch of lawsuits?  Who takes the lawsuits

 7        on?  Because I do have I believe substantial

 8        claims against -- counterclaims against Callidus,

 9        and I would just like to know Callidus's and

10        Catalyst's position on that.

11                    A.   I am no longer an officer or

12        director of Callidus, so I don't know what the end

13        result will look like.

14 1183               Q.   So they have put you forward as a

15        witness for Callidus for me to question today; is

16        that correct?

17                    A.   Yes, because of my experience with

18        Callidus prior to, prior to today.

19 1184               Q.   Okay, can you give me an

20        undertaking as to what has transpired relating to

21        the privatizing -- or sorry, the winding down of

22        Callidus?

23                    MR. MOORE:  I am not sure that he said

24        that it was being wound down --

25                    MR. BAUMANN:  Yes, he did.

529

552



Catalyst v West Face et al.  
James Riley on 10/27/2020 380

neesonsreporting.com
416.413.7755

 1                    MR. MOORE:  -- and in any event, no, we

 2        won't give that undertaking.

 3                    MR. BAUMANN:  Yes, he did.

 4        R/F         MR. MOORE:  Okay, I don't want to argue

 5        with you.  I am just saying we are not going to

 6        give that undertaking.

 7                    THE DEPONENT:  I can't remember what I

 8        said, but --

 9                    MR. BAUMANN:  So I can take that as a

10        refusal then?

11                    MR. MOORE:  Yes, you can.

12                    BY MR. BAUMANN:

13 1185               Q.   Okay, great.

14                    My assistant, Darla, are you on?

15                    MS. RATHWELL:  Yes.

16                    MR. BAUMANN:  Okay, Darla, can you go

17        to number 25 which is the last item on my agenda?

18        I sent an agenda just more for convenience.  I hope

19        to touch on a number of records here today.

20                    If you can bring that up on the screen,

21        please?

22                    MS. RATHWELL:  Yes, just give me a

23        moment.

24                    MR. BAUMANN:  It is number 25.

25                    MS. RATHWELL:  Yeah, I am just trying
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 1        to get to it.  Just give me one moment.

 2                    BY MR. BAUMANN:

 3 1186               Q.   Tab 25, the last one.  It is the

 4        last one.  It is an email.

 5                    So, Mr. Riley, this is an email to your

 6        counsel requesting information that I need to

 7        defend the anti-SLAPP and the action relating to

 8        your business or Callidus's or Catalyst's business.

 9                    MR. DEARDEN:  Can we see the date, Mr.

10        Baumann, of that email?  Because it is just showing

11        the recipients.  So October 23, 2020, at 7:21 p.m.,

12        from you to all of us counsel.

13                    BY MR. BAUMANN:

14 1187               Q.   Yes.  And I didn't want to flood

15        this with, you know, all of my requests, but you

16        know, as you know, I was trying to obtain

17        information and, you know, I haven't been able to

18        get it.  Obviously Justice Hainey has been busy,

19        and there has been lots going on with COVID and the

20        courts are backed up, so I could not obtain an

21        initial sitting with him to obtain what I believe

22        should be Schedule "A" documents prior to this

23        cross-examination starting.

24                    So to be fair to all the other parties

25        to the anti-SLAPP, I can't really bring that
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 1        application now.  It would just complicate it too

 2        much to bring information in at the eleventh hour

 3        or after the fact when, you know, some parties

 4        wouldn't have it prior to their questioning.

 5                    So this is information that relates

 6        directly to my case, and I believe all the cases,

 7        and can I get an undertaking from you, Mr. Riley,

 8        to produce the information referenced in the five

 9        different topics?

10                    MR. MOORE:  No.

11                    MR. BAUMANN:  Okay.

12                    MR. MOORE:  We are here to have a

13        cross-examination on the SLAPP motions.  I am not

14        going to go through all of these points because it

15        will just take up too much time and debate on this

16        cross-examination, and I don't want to interfere

17        with your ability to ask relevant questions, but I

18        will just make this observation as an example.

19                    The first document referred to involves

20        in CRO Sinclair and other parties, and he is one of

21        the parties who you wanted to enjoin in your

22        amended counterclaim that Justice Hainey said could

23        not be brought forward at this time.

24                    And so we don't agree that all these

25        records are relevant or material to the SLAPP
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 1        motions, and so we are not going to give that

 2        undertaking.

 3                    MR. BAUMANN:  Okay, well, my position

 4        is it is highly unfair for parties to bring

 5        litigious, malicious litigation against me and to

 6        spend millions of dollars and not receive the

 7        information.  So I want an undertaking or a refusal

 8        whether you will provide that information or not,

 9        because I will be asking for it.

10        R/F         MR. MOORE:  That is fine.  Well, you

11        have a refusal.

12                    BY MR. BAUMANN:

13 1188               Q.   Okay, perfect.

14                    Number 1 on my index, Darla, could you

15        bring it up, please?

16                    Okay, so what we have here -- and I

17        didn't think you would have any objection, Mr.

18        Moore, to me producing this.  I would like this as

19        my first exhibit today.  This is the credit

20        agreement between Alken Basin Drilling Ltd. and

21        your client Callidus.  It has been filed by

22        Callidus in many actions and I filed it myself.  It

23        is more for a reference point.

24                    MR. DEARDEN:  Can the witness see the

25        whole document first, the whole letter, please?

533

556



Catalyst v West Face et al.  
James Riley on 10/27/2020 384

neesonsreporting.com
416.413.7755

 1                    MR. BAUMANN:  Scroll up please, Darla.

 2                    THE DEPONENT:  [Witness reviews

 3        document.]

 4                    I don't have to see the whole thing.

 5                    MR. MOORE:  Is this a signed version?

 6        Like is it signed by both counterparties at the

 7        end?

 8                    MR. BAUMANN:  Yes, it is signed on the

 9        bottom.

10                    MR. MOORE:  Okay, it starts out at the

11        beginning as an offer, so let's just go to the

12        bottom and see if it is the signed version.

13                    MR. DEARDEN:  Okay, stop.

14                    MR. BAUMANN:  It is just above that --

15                    MS. RATHWELL:  Sorry, it is moving on

16        its own, sorry.

17                    MR. BAUMANN:  Well, hopefully we can

18        speed this up.

19                    MS. RATHWELL:  Well, I can't get the --

20        I can't control the --

21                    MR. BAUMANN:  Okay, one moment.  Just

22        be patient.  We just need to show Mr. Moore it is

23        signed.

24                    MS. RATHWELL:  I have also provided

25        them with a copy as well.
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 1                    THE DEPONENT:  We have that?

 2                    MR. BAUMANN:  That was sent by email

 3        this morning.

 4                    MS. RATHWELL:  It was sent by an email,

 5        and also as a Google drive link.

 6                    MR. MOORE:  I am not complaining.  I am

 7        just saying let's go to the very end.  We just

 8        haven't had a chance to go through all of the

 9        various email messages from Mr. Baumann today,

10        that's all.

11                    MS. RATHWELL:  Yeah, not a problem.

12                    Sorry, if I scroll too fast, then it

13        skips pages.

14                    MR. BAUMANN:  David Reese and James

15        Riley signed on behalf of Callidus.

16                    MR. MOORE:  Was it signed -- did you

17        sign it?

18                    MR. BAUMANN:  Just from a

19        counterparty --

20                    MR. MOORE:  Okay, that is fine.  That

21        is all I was wanting clarified, that's all.

22                    MR. BAUMANN:  Okay, so fine, are you

23        okay with me advancing this or are you okay with it

24        being marked in the record as number 1?

25                    MR. MOORE:  I am not going to object.
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 1        If I am silent about anything or a question, it

 2        doesn't mean I am acknowledging or agreeing to its

 3        relevant.  I am trying to be mindful of the need to

 4        get through this and allow you to put questions,

 5        and I am probably going to be liberal in not

 6        objecting, but let's go if you have questions about

 7        this document.

 8                    BY MR. BAUMANN:

 9 1189               Q.   Yeah, here they come.

10                    Mr. Riley, you testified this morning

11        that a credit agreement prohibits a borrower from

12        discussing a Callidus loan because of

13        confidentiality provisions.  Within this agreement,

14        and I hope that you guys will look at it later and

15        not now and waste my time on this examination, but

16        there is no confidentiality or non-disclosure

17        relating to this agreement.

18                    So would you agree that, considering I

19        believe I was defrauded and wronged by Callidus

20        and/or Catalyst, that I would be able to talk to

21        whoever I wanted relating to this agreement?

22                    MR. MOORE:  Well, put your question.

23        My recollection is that there were several

24        documents signed contemporaneous with the credit

25        agreement, and there may be other confidentiality
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 1        agreements.  There may be other terms.  I don't

 2        think it is a useful exercise to try to go through

 3        them and figure all that out right now.

 4                    If you have got a specific question

 5        about this document, and leaving aside the

 6        pejorative characterization which we obviously do

 7        not agree with, if you have got a question about

 8        this document, just ask Mr. Riley and he will do

 9        his best to answer and we'll go from there.

10                    And recognize, though, that his

11        attendance today and yesterday was focussed on the

12        SLAPP motions and affidavits, and so he didn't come

13        here prepared to replicate, for example,

14        discoveries that have taken place in Alberta in

15        those proceedings.

16                    But ask your questions about this

17        document and we'll go from there.

18                    BY MR. BAUMANN:

19 1190               Q.   Okay, well, anyways, this document

20        is the basis for all other documents, which would

21        have been the share hypothecation and everything

22        else that went behind it, so we'll leave it at

23        that.

24                    [Court reporter intervenes for

25                    clarification.]
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 1                    This document is what led to any other

 2        agreements, i.e., share hypothecation agreements,

 3        powers of attorney and any other agreements with

 4        Callidus, so this is the main document.

 5                    So for the record, contrary to what Mr.

 6        Riley said this morning, there is no

 7        confidentiality relating to this agreement, at

 8        least this agreement.  Would you agree with that,

 9        Mr. Riley, or no?

10                    A.   I would have to read the

11        agreement.  So if you want me to look at it now, I

12        will.

13 1191               Q.   Can you guys review it later so we

14        can get going, or not?

15        U/A         MR. MOORE:  We'll take that question

16        under advisement.  As I said - and I don't want to

17        keep repeating myself, I want to let you get on

18        with your questions, that is what I am inviting you

19        to do - my understanding and recollection is that,

20        in common with many of the loan arrangements

21        involving Callidus, there is more than one document

22        that borrowers or prospective borrowers signed.

23                    And so let's not debate the point

24        because that is using up valuable time.  Just if

25        you have got questions about this document, ask
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 1        them of Mr. Riley.  By answering, he is not

 2        acknowledging their relevance, and he will do the

 3        best he can.

 4                    So just ask your questions on this

 5        document.

 6                    BY MR. BAUMANN:

 7 1192               Q.   Great, yeah, so there is other

 8        questions within that document.

 9                    So, Darla, if you can go to page 4 of

10        this credit agreement, Mr. Riley, do you see "p" as

11        in the letter "p" and "(v)":

12                         "Are net of any reserves as

13                    determined by the Lender, in its

14                    sole discretion."

15                    Do you see that?

16                    A.   I actually -- sorry, the document

17        is moving around.  Sorry, "p" as in "Peter" and

18        what is the smaller paragraph?

19 1193               Q.   So (v), right there where the

20        cursor is.

21                    A.   Oh, (v)?  Yes, I see that.

22 1194               Q.   So basically, any receivables

23        funding, even though when you go up top, you see my

24        loan was 'x' amount of million and my receivable

25        loan was up to 5 million dollars, it is covered off
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 1        down here where Callidus could advance basically

 2        whatever they want, as little as they wanted or

 3        none, right; is that your understanding?  Because

 4        there would --

 5                    A.   Well, there is --

 6 1195               Q.   -- be the -- yes, go ahead.

 7                    A.   ABL lending always

 8        has...[inaudible.]

 9                    [Court reporter intervenes for

10                     clarification.]

11                    An asset-based loan always has built in

12        the ability of the lender to create reserves.

13 1196               Q.   Okay, would them reserves be, Mr.

14        Riley, an initial hold-back out of the gate of the

15        loan and would they also include at Callidus's sole

16        discretion receivables denying, denying receivables

17        funding throughout the loan?  Is that Callidus's

18        right, the way you understand it?

19                    A.   No, this talks about advances made

20        on eligible insured accounts receivable, which

21        would be net of any reserves, as well as -- so the

22        other criteria listed in there from "i" to

23        Romanette "x" -- sorry, Romanette "ix".

24 1197               Q.   Also we have the comment on 11(e).

25        Darla, can you go to 11.
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 1                    So the question is - and I have got to

 2        hit on it here, Mr. Riley - could Callidus withhold

 3        whatever they wanted on a particular Callidus loan,

 4        any amount of funding on the receivables or

 5        equipment or you name it, could they -- regardless

 6        of what the loan was?

 7                    A.   Sorry, I'm not sure, are you

 8        saying can we impose a reserve?  Yes, we can.

 9 1198               Q.   And do they have to be

10        communicated or have reasoning behind them, or can

11        they just be a plain --

12                    A.   It would be communicated.

13 1199               Q.   In my case, it wasn't.

14                    A.   As part of the borrowing base

15        calculation.

16 1200               Q.   Yeah, right.  If a company like

17        mine had sufficient borrowing availability but

18        still couldn't access its funds that were due, what

19        do you have to say about that?  Because it happened

20        in five different occasions with me, which is

21        why I -- which is the subject of me making

22        complaints to the police, to the Ontario Securities

23        Commission, and anyone else who would listen to me.

24                    A.   You would have to take me to the

25        particular instances of each of those borrowings
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 1        for me to answer that question properly.

 2 1201               Q.   Well, we will touch on that in the

 3        many trials that we are in together, I guess.

 4                    Darla, go to 23, please, on that same

 5        document -- or I'm sorry, 11(e), back up to 11(e).

 6        It's 11, you passed it.

 7                    It may seem boring, Mr. Riley, but we

 8        are going to get down to the nuts and bolts here in

 9        a minute.

10                    A.   That is fine.

11 1202               Q.   11, Darla.  Yes, thank you.  11(e)

12        in particular.

13                    So basically what this says --

14                    A.   I'm sorry -- oh, I see 11(e), now

15        I see that.

16 1203               Q.   Yes, so basically what it says is:

17                         "In the event of a decrease in

18                    the fair market value of property as

19                    determined by the lender in its sole

20                    discretion, the borrower shall also

21                    make a payment of principal in the

22                    amount equal to the difference."

23                    MR. MOORE:  That is what it says.

24                    THE DEPONENT:  Yes, I agree with that.

25                    BY MR. BAUMANN:
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 1 1204               Q.   Yes, did you ever ask or did

 2        anyone within Callidus ever ask Alken to top up its

 3        loan?  Because Callidus did chop the appraisal down

 4        on a Friday afternoon, seeing half the equipment

 5        come up with an appraisal for half the price and

 6        debited my account for $50,000.

 7                    Did you ever -- do you have any records

 8        that Alken was ever asked to top up the loan?

 9                    A.   It is not a top-up.  You have to

10        pay down principal.

11 1205               Q.   Yeah, pay down.  Pay down, top up,

12        the same thing, yeah.

13                    A.   But I wouldn't have that record

14        here.

15 1206               Q.   Okay, can you undertake to try and

16        find that?

17        U/A         MR. MOORE:  We'll take that under

18        advisement.  I mean, aren't these types of

19        questions matters that all arose in the Alberta

20        proceedings?

21                    MR. BAUMANN:  These matters arose in

22        every one of the proceedings I am involved in with

23        you guys, so it is all so intertwined, it's scary.

24        It is.  You cannot separate any one claim from the

25        other in any jurisdiction.  It is all the same

543

566



Catalyst v West Face et al.  
James Riley on 10/27/2020 394

neesonsreporting.com
416.413.7755

 1        conduct.  It is all the same playbook.

 2                    MR. MOORE:  Mr. Baumann, I hear you --

 3                    MR. BAUMANN:  So --

 4                    MR. MOORE:  Just a minute -- sorry, you

 5        finish what you wanted to say.  I'm sorry, carry

 6        on.

 7                    MR. BAUMANN:  Yes, Darla, let's carry

 8        on.  Go to number 4, please, if you can bring up.

 9                    MR. MOORE:  Just on that statement, let

10        me just register my disagreement with that.  I am

11        not going to jump in every time --

12                    MR. BAUMANN:  I don't need your --

13                    MR. MOORE:  Just a minute.  Let me

14        finish.  I let you finish, so you can just let me

15        finish.

16                    My understanding is that you brought

17        some kind of motion in Alberta to stay the

18        proceedings out there, and we don't agree that they

19        are all interspersed and intertwined.

20                    So just as I said before, please don't

21        take my silence if I don't jump in and take issue

22        with everything you say as either acquiescence to

23        what you are saying or acknowledgment that what you

24        are going through is necessarily relevant to the

25        SLAPP motions; because otherwise, if I have got to
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 1        jump in every time, then it really is going to be

 2        difficult for you to get to your questions.

 3                    So get your questions going, and we'll

 4        just go one at a time.

 5                    BY MR. BAUMANN:

 6 1207               Q.   So to finish up and to comment on

 7        that comment that you just gave me, all things

 8        Callidus are complex.  How can I defend an

 9        anti-SLAPP when you say and when your claim is my

10        statements to the police, the OSC and any other

11        party were false?  How could I defend that unless I

12        get the information, right, and question your

13        client?  So it is obvious I am not going to get

14        much from him.

15                    So we are on the Code of Conduct right

16        now.  It is number 4.  Darla has got it up on the

17        screen.  So, Mr. Riley, are you familiar with this

18        document within Callidus or was it just made up?

19                    A.   I think that was prepared in

20        connection with the IPO.  I would have to go back

21        and verify that, but I think that is when it was

22        prepared.

23 1208               Q.   Okay.  So within here, all

24        management, all representatives of the company, all

25        subcontractors have to sign these code of
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 1        conducts...[inaudible.]

 2                    A.   [Inaudible]...I don't think it was

 3        signed.  I think it was...[inaudible.]

 4                    [Court Reporter intervenes for

 5                    clarification.]

 6                    BY MR. BAUMANN:

 7 1209               Q.   Yes, near the bottom of it, there

 8        is a spot for every party to sign within this

 9        document, right down there.

10                    A.   Yes, I see that.

11 1210               Q.   So that basically it is a sign-off

12        that everybody that represents Callidus works for

13        them, and in essence, the document says you are

14        supposed to act ethical and treat parties honestly

15        and fairly and everyone is to sign it.  Did you

16        sign one of them on behalf of yourself or for

17        Callidus?

18                    A.   I do not recall.

19 1211               Q.   Can you undertake to find out if

20        you did sign it?

21        U/A         MR. MOORE:  We'll take that under

22        advisement.

23                    BY MR. BAUMANN:

24 1212               Q.   And also can you find out if Scott

25        Sinclair signed one on behalf of him and his
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 1        company Sinclair Range?

 2        R/F         MR. MOORE:  No, we are not going to

 3        make that inquiry.

 4                    MR. BAUMANN:  Well, he was a

 5        contractor.  Why not?

 6                    MR. MOORE:  Well, if you sought to add

 7        him in the counterclaim and -- again, I don't want

 8        to clutter up the record unduly, but no, we are not

 9        going to make that inquiry.

10                    BY MR. BAUMANN:

11 1213               Q.   Okay, Darla, go to the next one,

12        the CEDAR, number 5.

13                    So I am going to take you through the

14        public process, Mr. Riley.  You have been involved

15        with public companies, and you have taken over many

16        of them and you have been involved in them

17        and...[inaudible.]

18                    A.   We can't hear you.  We can't hear

19        the question.

20 1214               Q.   Obviously...[inaudible.]

21                    A.   We did not hear the question.

22 1215               Q.   It is a condition of a prospectus

23        to file a code of conduct with securities

24        regulators; correct?

25                    MR. DEARDEN:  We did not hear his
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 1        question.

 2                    THE DEPONENT:  We did not hear the

 3        question, Kevin.

 4                    Deana, did you hear it?

 5                    MR. BAUMANN:  Let me go and call in

 6        from the land line.

 7                    Let's take a five-minute break, and

 8        I'll call in, okay.

 9                    MR. MOORE:  That's fine.

10                    -- RECESSED AT 3:17 P.M.

11                    -- RESUMED AT 3:20 P.M.

12                    MR. DEARDEN:  What we recommend you do

13        as the documents you are taking Mr. Riley to get

14        entered as an exhibit, we will have an Exhibit 4,

15        because that is the next exhibit, and any document

16        you refer to, best you can, before you ask

17        questions about it, indicate what the document is,

18        like I did earlier about, you know, we need to see

19        what the date of the email was and who it was from

20        and to.  So try your best to do that.

21                    And then at the end of your

22        cross-examination today, the documents that you do

23        refer to you are going to need to send to the court

24        reporter because those will collectively make up

25        Exhibit 4.  Does that make sense?
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 1                    MR. BAUMANN:  Yes.

 2                    EXHIBIT NO. 4:  Electronic brief of

 3                    documents referred to during the course

 4                    of Mr. Baumann's cross-examination of

 5                    Mr. Riley.

 6                    THE DEPONENT:  And the document, I

 7        don't know how it appears on your screen, but on

 8        our screen here it appears to be a CEDAR page for

 9        Callidus, but it is sideways.  It is not --

10                    MR. MOORE:  Yeah.

11                    THE DEPONENT:  If there is a way of

12        converting that to vertical as opposed to

13        horizontal.

14                    MR. DEARDEN:  So how do we identify --

15                    MR. BAUMANN:  Darla, are you able to do

16        that?

17                    MR. DEARDEN:  Mr. Baumann, if you

18        could, first of all, identify what this document is

19        that is not completely upside down but it is

20        sideways, and then so we would be able to make

21        it --

22                    BY MR. BAUMANN:

23 1216               Q.   Yes, Darla is working on that.

24                    So where we finished off when we had

25        the bad reception on the cell phone, I had asked
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 1        Mr. Riley would he agree that it is a condition of

 2        a public company that they post a code of conduct

 3        and ethics with securities regulators prior to

 4        issuing an IPO or going public?

 5                    A.   I don't know at what time you have

 6        to file that.  I just I don't know the answer to

 7        that.

 8 1217               Q.   Okay, not that we are going to

 9        take you there.  I don't want to waste any more

10        time, because I'm not getting too far here.

11                    But within Callidus's IPO, there was an

12        undertaking that they would file a code of conduct

13        and ethics on CEDAR, okay, so that is what led us

14        to this sideways schedule here, number 5, CEDAR

15        code of conduct.  How it came about is I was

16        reviewing CEDAR filings, and there in fact was no

17        code of conduct and ethics.

18                    I am not sure whether -- obviously

19        Callidus didn't follow that or weren't keeping up

20        on it.  So I reached out to the OSC and said, Hey,

21        where is Callidus's filings?  That was in the fall

22        of 2015.

23                    Darla, can you turn to that, or not?

24                    MS. RATHWELL:  Not without going out

25        off the screen.
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 1                    BY MR. BAUMANN:

 2 1218               Q.   Okay, good, so anyways, I reached

 3        out in October or November.  Actually, it was in

 4        November, I believe, or the last few days of

 5        October, 15, just basically saying, Hey, where is

 6        the code of conduct?  No return from them, no

 7        communication other than a few days later Callidus

 8        filed a Code of Conduct and Ethics.

 9                    So when I read the Code of Conduct and

10        Ethics, it contradicts all of the treatment I have

11        received from Callidus and Catalyst.  That is my

12        opinion.  I guess that will be proven in Court.

13                    But why was the Code of Conduct and

14        Ethics not filed at CEDAR, as promised within the

15        prospectus?

16                    A.   I do not know.

17 1219               Q.   Can I receive an undertaking for

18        you to do some digging as to find out why?

19                    MR. MOORE:  Well, the premise of your

20        question is that there was some departure from what

21        you say was undertaken in the prospectus.  Now, I

22        am not sure that that is correct, but assuming the

23        prospectus did contain an undertaking to file a

24        code of conduct, one was filed.  So I --

25                    MR. BAUMANN:  So --
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 1        U/A         MR. MOORE:  I have a problem with the

 2        underlying premise of your question, so I'll take

 3        the request -- and I'll do this generally so that

 4        we can avoid debates.  I'll take that request for

 5        an undertaking under advisement.  We likely won't

 6        agree to it, but I'll take that under advisement.

 7                    And when you ask for undertakings, I'll

 8        do the same thing to try and cut down on the back

 9        and forth on the transcript.

10                    BY MR. BAUMANN:

11 1220               Q.   Okay.  I don't expect I would be

12        getting much more from you guys, but we are going

13        to continue going.

14                    So, Darla, can you bring the Q1

15        earnings transcript up for Callidus?  It is number

16        2.  It is on my index list as number 2.  Deana, we

17        can get that for you whenever you would like.

18                    MR. DEARDEN:  Sorry, Mr. Baumann, can

19        you identify that document with a little more

20        detail, please?

21                    BY MR. BAUMANN:

22 1221               Q.   That is the Q1 2016 Callidus

23        Capital Earnings Call Transcript, Q1 2016, dated

24        August 27th.  One of the other parties touched on

25        this prior in the questioning, but I have got a

552

575



Catalyst v West Face et al.  
James Riley on 10/27/2020 403

neesonsreporting.com
416.413.7755

 1        couple of questions within the Q1 and Q2

 2        transcript.

 3                    So first off, I am going to ask you the

 4        blunt question.  Did Callidus ever receive a yield

 5        enhancement on my business, Alken Basin Drilling

 6        Ltd.?

 7                    A.   No, we did not.

 8 1222               Q.   You testified so in Calgary, but

 9        there is evidence now that the name that you

10        provided relating to that is incorrect.

11                    A.   What name do you say was

12        incorrect?

13 1223               Q.   Callidus was pretty clever.  They

14        got the name sealed through the courts, so we are

15        going to have to unravel that.  But within Mr.

16        Glassman's comments in here --

17                    A.   Well, sorry --

18                    MR. MOORE:  Just a minute.  Let me just

19        try to be succinct here.  You obviously have your

20        own views about what happened, et cetera.  There is

21        obviously a dispute about that.  Certainly there is

22        a dispute in the Alberta cases that have been going

23        on for several years.  You have your view, and my

24        clients have a fundamentally different view.

25                    So I suggest that if you can put your
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 1        observations in the form of questions to the

 2        witness as opposed to, you know, getting into the

 3        back and forth debate, that would be better.  That

 4        is my suggestion, but it is up to you.  If you put

 5        questions to the witness, we can deal with those

 6        and you can get answers or advisements as the case

 7        may be as we go along.

 8                    But saying, you know, that Callidus is

 9        clever and did this and did that, it is really not

10        going to advance this cross-examination process.

11                    BY MR. BAUMANN:

12 1224               Q.   Okay, great.

13                    Okay, so Mr. Riley, on page 3 of the

14        transcript, on the last paragraph, and I am going

15        to read it off to you:

16                         "We have stated many times

17                    [...]"

18                    And this is Mr. Glassman's words:

19                         "We have stated many times that

20                    we deal in a market segment where

21                    our clients often go through

22                    structural changes.  As a result, it

23                    is not uncommon for our clients to

24                    need or desire changes through the

25                    original deal with Callidus."
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 1                    Can you explain what the difference

 2        between asking for help or needing it?  What is the

 3        difference between the need and request -- or

 4        sorry, desire?

 5                    A.   Need would be --

 6 1225               Q.   Like if you know.

 7                    A.   Well, need means, for example, if

 8        you had a covenant that you would be in breach if

 9        you did a particular transaction, you would need an

10        accommodation for that.

11                    Desiring change would be where you

12        would like it, so it is a nice to have, not a must

13        have.

14 1226               Q.   Okay, I have a bit of a different

15        question within that.  We were on the credit

16        agreement earlier, and there was a few provisions

17        within there that gives Callidus the right to

18        withhold funds.  There is a common denominator in

19        every Callidus loan that every borrower has accused

20        them of withholding funds.  So the only way

21        Callidus could have done it is, as covered by their

22        agreement, at their sole discretion.  They covered

23        it off in a couple of words.

24                    So would it be safe to say that even

25        though a borrower would be -- funds would be

555

578



Catalyst v West Face et al.  
James Riley on 10/27/2020 406

neesonsreporting.com
416.413.7755

 1        withheld to a borrower even if a borrower had

 2        sufficient receivables that he couldn't obtain from

 3        Callidus, that Callidus could go on and obtain a

 4        yield enhancement on that business once they

 5        oppressed the business and put it through their

 6        process of taking the business over, as you have

 7        done in many cases?

 8                    MR. MOORE:  Well, again, I really don't

 9        want to interject every time, but the trouble is

10        that is a long, long kind of combination of speech

11        and an assertion and a set of allegations.  If you

12        could just put a question and have it focussed on a

13        question and not have every second thought with an

14        allegation that is embedded in it, that would be a

15        lot more productive.

16                    MR. BAUMANN:  Okay.

17                    MR. MOORE:  I don't see what that

18        really has to do with the SLAPP motions in any

19        event, but if you could try and put it -- we are on

20        different sides here.  I am not trying to interfere

21        with what you are doing.  I am trying to make it

22        more efficient.

23                    So I would urge you to try to focus on

24        the questions but without all of the allegations

25        built into every second line.
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 1                    BY MR. BAUMANN:

 2 1227               Q.   Okay, Mr. Riley, did Callidus

 3        oppress borrowers in order to take over their

 4        businesses?

 5                    A.   No.

 6 1228               Q.   That is the accusation by many --

 7                    A.   No.

 8 1229               Q.   -- borrowers and myself.

 9                    A.   No, we did not.

10 1230               Q.   Why does everything else read to

11        the contrary?

12                    A.   I --

13 1231               Q.   It was advantageous to oppress

14        borrowers in order to take over their business and

15        gain a yield enhancement buck.  So we are going to

16        go to Glassman's words in these transcripts in a

17        minute, so obviously his words are what they are,

18        but you say no, thank you.

19                    The National Bank gave Callidus a value

20        on the yield enhancements of between 50 cents and

21        $1.00.  So would you agree, Mr. Riley, it was

22        advantageous - right there in the second

23        paragraph - that it was advantageous to obtain

24        yield enhancements however they could obtain them,

25        Callidus could obtain them?
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 1                    A.   I disagree with that.

 2 1232               Q.   Well, why would they go and ask

 3        the National Bank to prepare a report saying that

 4        the yield enhancements alone are worth 50 cents or

 5        $1.00?

 6                    A.   The National Bank determined that

 7        based on the unrecognized enhancement -- the

 8        unrecognized value within some of the entities at

 9        that time.

10 1233               Q.   Okay, so from my own summary of

11        all of the topics within all of the press releases

12        of Callidus on yield enhancements, Callidus

13        obtained approximately 300 million of yield

14        enhancements.  Would you say that is about correct?

15                    A.   Well, when you say 300 -- I don't

16        think that number is correct, first of all.  The

17        other is, are we talking realized or unrealized

18        yield enhancements?

19 1234               Q.   Well, they tried to be realized,

20        but in the end none of them were realized, probably

21        not one.  It is all about the game, right.

22                    A.   There were realized yield

23        enhancements, recognized.

24 1235               Q.   It is a little more interesting in

25        the second transcript.  Let me just finish up on
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 1        the first one.  My apologies, I didn't think I

 2        would be jumping on today.

 3                    On the National Bank, while we are on

 4        that topic, before I finish off on the National

 5        Bank, would you be able to provide, as they are

 6        relevant and they relate right to this case, would

 7        you be able to provide the National Bank reports

 8        relating to the 50 cent to $1.00 value of the yield

 9        enhancements?

10        U/A         MR. MOORE:  As I said before, I am not

11        going to debate that with you.  We'll take that

12        request for an undertaking under advisement.

13                    MR. BAUMANN:  Okay, so I'll take that

14        as a refusal, thank you.

15                    Okay, so Darla, if you can go to --

16                    MR. MOORE:  And that may be produced

17        already, but rather than debate that and take up

18        time debating that and several other things that

19        you kind of give evidence about as opposed to

20        asking questions, we'll take that request for an

21        undertaking under advisement.

22                    BY MR. BAUMANN:

23 1236               Q.   Well, we are going to number two

24        in a minute.  Mr. Glassman talks about why these

25        yield enhancements are so important, and so we need
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 1        to touch on it.

 2                    So, Darla, finishing up on page 10 on

 3        the second transcript, the second paragraph of page

 4        10.

 5                    MR. MOORE:  Can I just, in keeping with

 6        what Mr. Dearden suggested, when you say "the

 7        second transcript", can you just --

 8                    MR. BAUMANN:  Sorry, prior to going to

 9        the second transcript, we are still on the first

10        transcript, Q1.

11                    MR. MOORE:  All right, thank you.

12                    BY MR. BAUMANN:

13 1237               Q.   Q1, page 10, the second paragraph,

14        Mr. Glassman is boasting that we have got seven

15        loans in this quarter and we have three more in the

16        process.  That is 10.  And then when you read

17        further in this agreement, it turns into 13 to 14

18        loans that they have yield enhancements on.

19                    Would you be able to -- can you provide

20        the independent reports that Mr. Glassman talks

21        about relating to the yield enhancements?  Would

22        you disclose them?  Because they are not in your

23        Schedule A, B or C.  There is some 2017 stuff

24        referenced in your Schedule B, but there is nothing

25        relating -- cleverly, there is nothing related to
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 1        '16 in your Schedule B.  So basically you are

 2        withholding information and I think you know it, so

 3        I want it and I am going to be asking for it.

 4                    So I want all 14 independent reports

 5        from the third party, the third party evaluators

 6        relating to the 14 yield enhancements?

 7                    A.   So --

 8                    MR. MOORE:  Mr. Baumann, I am not going

 9        to take you up on those loaded comments and

10        self-serving comments.

11                    MR. BAUMANN:  They are not loaded and

12        they are not self-serving.

13                    MR. MOORE:  We'll take that request --

14                    MR. BAUMANN:  You can't bring a claim

15        of this nature and then expect nobody to ask you a

16        question.  We are trying to hold -- at least

17        attempt to hold you accountable.

18                    MR. MOORE:  Well, Mr. Baumann, okay, I

19        am not going to debate with you every time you make

20        some accusation about my client or about counsel

21        or --

22                    MR. BAUMANN:  It is not an accusation.

23        It is --

24        U/A         MR. MOORE:  Let me finish, sir, and I

25        will let you put your questions on the record.  I
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 1        am simply not going to engage in a debate with you

 2        every time.  I will take that request for an

 3        undertaking under advisement, and it will be much

 4        quicker if we just do that every time rather than

 5        clutter up the record with these debates.  So let's

 6        move on.

 7                    BY MR. BAUMANN:

 8 1238               Q.   Okay, as I finish off on this, Mr.

 9        Riley, I want the 14 independent reports and I want

10        the reports from the National Bank relating to all

11        of the yield enhancements and I want Callidus's

12        material that went over to its auditor confirming

13        what they wanted them to evaluate for yield

14        enhancements.  We know what Mr. Moore's response to

15        that is, so --

16                    A.   And just so -- and I am not quite

17        sure I understand the question anymore, but what is

18        referred to there is a quarter of our portfolio is

19        getting yield enhancements above and beyond normal

20        term sheet.  Some of those would be -- I believe

21        all of those yield enhancements would be referenced

22        in the MD&A for the relevant period, so for the Q1

23        2016 MD&A.

24 1239               Q.   I can't match your MD&A with your

25        press releases and your PR.  None of it makes
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 1        sense.  None of it matches up.  So I asked, I want

 2        the 14 independent reports --

 3                    A.   I am surprised.

 4 1240               Q.   You know what I asked for.

 5        U/A         MR. MOORE:  Okay, let's not debate

 6        that, sir.  I have your undertaking request.  I am

 7        not going to get into line by line accusation after

 8        accusation.  You have requested the undertaking,

 9        and we have taken that under advisement.  And let's

10        move on to your next question.  And I would just

11        request that you --

12                    MR. BAUMANN:  Just to be clear, Mr.

13        Moore, and if you could please leave the room or

14        just please leave it to a refusal or to an

15        advisement.  I am questioning your client, not you.

16                    MR. MOORE:  I am trying to make this

17        move along, sir.  What is your next question?

18                    BY MR. BAUMANN:

19 1241               Q.   Darla, if you can go to the Q2

20        earnings call transcript.

21                    So, Mr. Boyer, do you believe the yield

22        enhancements were very important to Callidus?

23                    A.   You used the name Boyer.

24 1242               Q.   Sorry.  Mr. Riley.

25                    A.   That is fine.  I just don't want
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 1        to mess up the transcript.

 2 1243               Q.   Mr. Riley, do you believe the

 3        yield enhancements are unequivocally and undeniably

 4        a fundamental, ongoing, repeating part of the

 5        business for a company such as Callidus?

 6                    A.   Could you -- are you guiding me to

 7        a portion of this earnings call?

 8 1244               Q.   It basically says that within the

 9        first page -- or sorry, page 4 of the earnings call

10        transcript, and they were Mr. Glassman's words.  So

11        would you agree with him that they were fundamental

12        and undeniably --

13                    A.   I think I answered that question

14        this morning, so I want to be consistent, and I

15        think what I said was it is a fundamental part of

16        any lending business where you provide

17        accommodations, there will be fees.  How those fees

18        work depends on the nature of the yield -- of the

19        accommodation.

20 1245               Q.   I don't think you should speak for

21        all asset-backed lenders, Mr. Riley.  I can't find

22        any other one that loans funds for 18 to 20 percent

23        and purports to make 30 or 40.

24                    A.   I was not referring to

25        asset-backed lenders.  I was talking about lenders
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 1        generally.  Schedule 1 banks would also charge

 2        fees.

 3 1246               Q.   Okay, I just have one more

 4        question on the Q2 earnings call transcript, and I

 5        will be there in just a moment.  Hang on.

 6                    Darla, please go to page 9.

 7                    Okay, at about the middle of the page,

 8        the sentence starts with:

 9                         "That being said [...]"

10                    Do you see that?

11                    A.   Yes.  Could you please increase

12        the size?  I can't -- I am having trouble reading

13        it.  Thank you.

14                    "That being said [...]", okay, that

15        paragraph you want me to focus on is the one that

16        commences "That being said [...]"?

17 1247               Q.   Yes.

18                    A.   [Witness reviews document.]

19 1248               Q.   So basically what that says is if

20        Callidus, from a borrower's perspective, if

21        Callidus wants to take your business, they could

22        just rewrite your loan, revalue your equipment and

23        snatch you, which is what happened in my situation.

24        What does he mean in the third sentence where it

25        starts with:
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 1                         "We will change the

 2                    requirements under the borrowing

 3                    base"?

 4                    You can't change the requirements under

 5        the borrowing base.  Either you agree to lend for a

 6        certain amount under certain terms or not.  What

 7        does he mean?  Can you perhaps speak on Mr.

 8        Glassman's behalf?  What does he mean by "change

 9        the requirements under the borrowing base"?

10                    A.   Well, I think that if the

11        collateral is reduced in value, we will reduce the

12        availability.  I don't think that -- I think that

13        is what he is saying.

14 1249               Q.   Okay.

15                    A.   If you have insufficient

16        collateral either because you don't have that

17        collateral or because of a decline in the value of

18        the collateral, we'll adjust the availability.  I

19        think that is what the loan agreement probably

20        says.

21 1250               Q.   What if it is receivables-based?

22        Why did Callidus not allow me access to my 3.2

23        million dollars of receivables when they were

24        top-tier oil companies and they could not obtain

25        the funds?  Callidus wouldn't cough them up to me.
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 1        The money was already in Callidus's account.

 2                    A.   I -- Kevin --

 3 1251               Q.   Yeah, the game is made, right.

 4                    A.   No, no --

 5                    MR. MOORE:  No, sir --

 6                    THE DEPONENT:  No, I am trying to

 7        answer the question.

 8                    MR. MOORE:  Stop with those

 9        interjections, okay.  You have got your view of

10        what happened.  My client disagrees with that view.

11        If you keep interjecting with this quasi-evidence

12        and allegations and accusations in every question

13        you ask, it makes the process unfortunately

14        impossible.

15                    So just ask your questions without

16        these accusations and assumptions bearing in,

17        please.

18                    BY MR. BAUMANN:

19 1252               Q.   Okay, we'll leave it at that, Mr.

20        Riley.  I know we are -- you know that I know your

21        business plan and you know that I made it.  I have

22        made you.  So --

23                    A.   Sorry, sorry, sorry, I don't

24        necessarily have to take this abuse, do I?

25                    MR. MOORE:  No, you don't.
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 1                    THE DEPONENT:  Okay.

 2                    MR. MOORE:  And we are not going to.

 3                    THE DEPONENT:  Okay.

 4                    MR. MOORE:  So ask your questions and

 5        stop with the accusations.

 6                    BY MR. BAUMANN:

 7 1253               Q.   Okay, Jaeme Gloyn, an analyst with

 8        the National Bank, he is asking Mr. Glassman on

 9        page 9 near the bottom, the third paragraph from

10        the bottom:

11                         "Okay.  Great.  Fair enough.

12                    Shifting gears to the yield

13                    enhancements and the CAD 32 million

14                    gain, can you just sort of elaborate

15                    on the size of the potential can,"

16                    being the size of the loan, "the

17                    size of the original loan that those

18                    warrants are associated with?

19                    What's the value of the

20                    shareholders' equity or percentage

21                    that [...] 32 million [...]" that

22                    Callidus gained, basically.

23                    What loan does that refer to?  What

24        loan is he referring to there, Mr. --

25                    A.   Horizontal.  Horizontal.
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 1 1254               Q.   Okay, so from my information,

 2        Horizontal blew up.  Callidus wrote off over 2

 3        million dollars relating to that loan.  How does

 4        Callidus take a 32 million dollar gain on a loan

 5        that blew up that they lost all of their money?

 6                    A.   The --

 7 1255               Q.   I am not trying to be argumentive,

 8        sir.  I am just asking --

 9                    A.   No, no, you have asked a couple of

10        questions, so let me see if I can answer them.

11        When you ask two questions at once, I want to make

12        sure I am not -- the 32 million I believe was taken

13        in income in that quarter, but then over time it

14        was reduced because of what was happening in

15        Venezuela.  You'll recall that Horizontal had

16        arrangements to drill for oil in Venezuela.

17                    The problem was, from our point of view

18        and from Horizontal's point of view, the risk of

19        nationalization when the equipment was sent to

20        Venezuela, and if it wasn't nationalized, whether

21        we could get paid -- whether they could get paid on

22        the contract.  Because they were paid in kind, so

23        they had to be able to get the oil out of the

24        pipeline and into a ship.

25                    So that loan, ultimately its demise was
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 1        because nobody could get satisfied that we could

 2        execute that contract in Venezuela, quite apart

 3        from the sanctions that were imposed over time for

 4        people -- that would prevent people doing business

 5        with Venezuela.

 6 1256               Q.   Okay, does the Horizontal

 7        contract, from your recollection and memory, Mr.

 8        Riley, correspond with the date timeline of when

 9        the contract was signed and when the sanctions came

10        in in Venezuela?

11                    A.   I'm sorry, I am not -- could you

12        ask that as a question, please?

13 1257               Q.   Does everything line up on the

14        timeline between the press release -- or sorry, the

15        earnings call comment, the contract for Horizontal

16        and the sanctions which came in in Venezuela?

17                    A.   I don't remember what --

18 1258               Q.   It is a legitimate -- it was a

19        legitimate yield enhancement at that time; correct?

20                    A.   Yes.  Well, yes, there had to be

21        agreement with the auditors for us to recognize

22        that in income.

23 1259               Q.   Yeah, okay, so the auditors would

24        have information on this; correct?

25                    A.   Yes, I mean, somewhere in their
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 1        files, I assume.

 2 1260               Q.   Can I get an undertaking, because

 3        nothing should be confidential between a public

 4        company and their auditor?  Can I receive an --

 5                    A.   We are not a public company

 6        anymore, and those documents --

 7 1261               Q.   Well, you were then, so --

 8                    A.   Those documents that --

 9 1262               Q.   I know the answer.  Mr. Moore

10        objects to it.  He'll take it under advisement, and

11        they won't give it.  So I'll be searching for it,

12        so leave it at that.

13                    On the last paragraph relating to page

14        9, so the poster child was in fact Horizontal

15        rather than Alken; correct?

16                    A.   Sorry, where do you see "poster

17        child"?

18 1263               Q.   The second sentence:

19                         "They are a poster child of how

20                    we can help and why we would want to

21                    help a company that first was in

22                    trouble and then figures out a way

23                    to get out of trouble."

24                    A.   Yes.

25 1264               Q.   So my business was not the poster
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 1        child.  It was in fact Horizontal, right?

 2                    MR. MOORE:  Well, you asked what was

 3        the 32 million dollar yield enhancement, what

 4        company was that associated with.  He has answered

 5        Horizontal.  My understanding is that answer has

 6        already been provided to you in Alberta since --

 7                    MR. BAUMANN:  Okay, got it.

 8                    MR. MOORE:  You have asked the question

 9        and you have got the answer.

10                    MR. BAUMANN:  We are moving on.  Bear

11        with me a minute, guys.  How much more time do we

12        have today?

13                    MR. MOORE:  Well, until 5 o'clock.

14        That is what we did yesterday.  Well, no, we

15        stopped a little before 5 o'clock yesterday, but we

16        still have another hour or so.

17                    BY MR. BAUMANN:

18 1265               Q.   Okay, good.  Just give me one

19        minute.

20                    Darla, can you take me to Mr. Riley's

21        responding motion record where he discusses me.

22                    A.   That is this, right?

23                    MR. DEARDEN:  I am not sure which one

24        it is.

25                    MR. BAUMANN:  It would be within your
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 1        sworn affidavit, yeah.

 2                    MS. RATHWELL:  What number is that?

 3                    MR. BAUMANN:  Just give me one second,

 4        sorry.

 5                    MS. RATHWELL:  It is on the index.

 6                    MR. BAUMANN:  Yes, I'm looking.

 7                    MS. RATHWELL:  Is it number 14,

 8        confidential affidavit of Jim Riley?

 9                    MR. BAUMANN:  Yes, and there is the

10        other one right below it, the conspiracy one.  It

11        is within the conspiracy, 15, sorry.  Thanks,

12        Darla.

13                    MR. DEARDEN:  Mr. Baumann, can we see a

14        little more of the front page to know?  A little

15        more, Darla.  There would be a title or something

16        as to what that document is.  Darla, can you keep

17        scrolling down, please?  No, that's too far.  That

18        would be Mr. Baumann's document.  Keep going.

19                    THE DEPONENT:  So that is this one.

20        That is the main action anti-SLAPP.

21                    MR. BAUMANN:  Okay, stop right there.

22        The conspirators, Darla, you know, where it

23        discusses me, it should be around page 41.

24                    MR. DEARDEN:  So just for the record

25        now, Mr. Baumann, that would be Mr. Riley's
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 1        affidavit sworn on May 29, 2020, that primarily

 2        relates to the conspiracy action, and you are

 3        taking us to page 41.

 4                    BY MR. BAUMANN:

 5 1266               Q.   That's correct.  I just wanted to

 6        touch on what I am accused of, just so I am

 7        familiar with it and where we are coming from and

 8        discuss -- I have a couple questions on it.

 9                    Okay, there we are.  Okay, 75, I am

10        just going to clear up a few errors in there.  75,

11        I am the President of Alken Basin Drilling, not

12        was, but that is a technicality.  Keep scrolling

13        up, Darla.  And that transpired when I reactivated

14        Alken.

15                    Stop there, Darla.

16                    Number 76, Mr. Riley, you are aware of

17        what happened in this situation.  Can you explain

18        what you are saying in number 76?

19                    A.   You had diverted funds from Alken

20        Basin into a new bank account with I believe the

21        Royal Bank of Canada when you were obliged to

22        deposit all receivables into the lock box.

23 1267               Q.   Yes, that's correct, you know, at

24        a time I was into a loan where my lender was

25        obliged to loan receivables, which they were not
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 1        prepared to because they had a different game, but

 2        that is my opinion.

 3                    Relating to that, just to be clear, I

 4        informed Mr. Sinclair, it wasn't found.  I informed

 5        Sinclair, Listen, you guys --

 6                    MR. DEARDEN:  Mr. Baumann, it is Rick

 7        Dearden here.  I know you are a self-rep and we are

 8        trying to give you a lot of leeway, but you are not

 9        allowed to be putting evidence in the record, sir.

10                    BY MR. BAUMANN:

11 1268               Q.   Okay, good, let's leave it there,

12        okay.

13                    Callidus, two years after this event,

14        Mr. Riley, and I believe because I brought a

15        complaint to the RCMP Commercial Crimes in Alberta

16        on a recommendation --

17                    MR. DEARDEN:  That would be called

18        evidence, Mr. Baumann, that you are not allowed to

19        do when you are asking questions on cross.

20                    BY MR. BAUMANN:

21 1269               Q.   Okay, I'll stick to it.

22                    Callidus brought a police report

23        against me with the RCMP relating to this opening

24        of a bank account and supposedly diverting funds.

25        Did you have anything to do with this, Mr. Riley?
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 1                    A.   I was involved in that.

 2 1270               Q.   So being that was two years later,

 3        Mr. Riley, was that in retaliation of my submission

 4        lodged with the RCMP Commercial Crimes or did you

 5        just get around to it two years later?

 6                    A.   We got around to it two years

 7        later.

 8 1271               Q.   Okay, did you receive any comeback

 9        from the RCMP relating to that?

10                    A.   Not that I am currently aware of.

11 1272               Q.   Did your investigator out of

12        Edmonton receive anything that he informed you of

13        or not?

14                    A.   I would have to go back and

15        confirm with him what the state of affairs were.

16 1273               Q.   Can you do that, please, and

17        provide me a copy of the file?

18        U/A         MR. MOORE:  We'll take that under

19        advisement.

20                    BY MR. BAUMANN:

21 1274               Q.   Thank you, Mr. Moore.

22                    Okay, number 77.  What is your

23        understanding of where the litigation is amongst

24        Callidus and I as far as an ongoing proceeding?

25                    A.   I actually don't have the current

576

599



Catalyst v West Face et al.  
James Riley on 10/27/2020 427

neesonsreporting.com
416.413.7755

 1        status of all of that.  I would have to check with

 2        Mr. DiPucchio and the firms in Alberta.

 3 1275               Q.   Okay.  So you were in Calgary and

 4        you were questioned, and you obviously would agree

 5        that we beat a summary judgment attempt and an

 6        appeal right directly from the bench?

 7                    A.   You broke up a little bit.

 8        What --

 9 1276               Q.   You would agree that I beat

10        Callidus's summary judgment attempt and appeal

11        directly from the bench relating to the Alberta

12        matter?

13                    A.   As I recall, it was rather than

14        giving summary judgment, it was directed over for

15        trial.

16 1277               Q.   Yes, okay.  So within number 77

17        you have an Exhibit 24.  Can you tell me, Mr.

18        Riley, why Exhibit 24 appears to be selected when I

19        filed and received consent from the court to file

20        an Amended Defence and Counterclaim and an Amended

21        Counterclaim in the Alberta action, yet Exhibit 24

22        is a copy of the initial -- my initial defence in

23        the matter prepared by Norton Rose and filed by

24        Norton Rose way back when our issues in Alberta

25        first arose?
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 1                    A.   Sorry, is that a question?

 2 1278               Q.   Yes, why would you include as

 3        Exhibit 24 a Statement of Defence that is so dated

 4        when there is two other Statements of Defence that

 5        the court should be abreast of that are not there?

 6        It is actually a Norton Rose prepared, acting as

 7        counsel, defence?  Whose call was that?

 8                    A.   I can't recall why we selected

 9        this document as being the best one to file.  It

10        was representative I think of what we were stating

11        as defences, because I think part of our case is

12        the similarity in the different -- or the

13        similarity between and among you, Mr. McFarlane,

14        and Levitt and Molyneux.

15 1279               Q.   Darla, can you take me to my

16        Amended Defence and Counterclaim in Alberta.  One

17        of them is 19.  There is an Amended Statement of

18        Defence and there is an Amended Statement of

19        Defence and Counterclaim.

20                    MS. RATHWELL:  Number 19.

21                    BY MR. BAUMANN:

22 1280               Q.   19, and there should be one more

23        Amended Statement of Defence and Counterclaim.

24        Number 6.  So 6 and 19 within this little rinky

25        index I have.
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 1                    I don't want to waste any more time,

 2        Mr. Riley.  I know you have obviously seen this.

 3        You were questioned relating to it in Calgary.  So

 4        I would just ask that you please become familiar

 5        with it in the future.  I find it very --

 6                    MR. DEARDEN:  What is the date of your

 7        Amended Statement of Defence and Counterclaim

 8        filed?

 9                    MR. BAUMANN:  Darla, back up.  January

10        '18.

11                    MR. DEARDEN:  January 19, 2018, Court

12        of Queen's Bench, Alberta, okay.

13                    BY MR. BAUMANN:

14 1281               Q.   Yes, and then there is the other

15        one.

16                    A.   And was this -- was I examined in

17        connection with this particular -- is this the

18        action that I was examined by Mr. Bodnar?

19 1282               Q.   This is the action you were

20        examined by Mr. Bodnar relating to Callidus's

21        summary attempt.  Here is my Statement of Defence

22        and Counterclaim which was advanced to the court.

23        You guys had it.  Callidus had it.  Your counsel

24        had it.  You had it.

25                    I just wondered if you had any answers
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 1        as to why the Norton Rose original statement, which

 2        I believe my grandson could have done a better job

 3        preparing, was advanced to the court when we had

 4        far better material?

 5                    A.   How old is your grandson?

 6 1283               Q.   He is very young.  He is about 12.

 7        And you know, for the record, after -- we are not

 8        going to get into any evidence here, but after it

 9        was filed, I was informed there was a conflict, so

10        they were turfed.

11                    So anyways, that is it.  Can you put

12        them in as exhibits, my Amended Statement of

13        Defence and Counterclaim and Amended Defence in

14        Alberta, two separate documents.

15                    MR. DEARDEN:  So.  Mr. Baumann, you

16        need to identify what I think he said was document

17        number 6 that Darla has, and that is the Amended

18        Statement of Defence and Counterclaim, what date is

19        that and --

20                    MR. BAUMANN:  Yeah, Darla, can you

21        bring it up, please.  So let's identify the date of

22        both of them, and keep track to make sure that

23        Deana please gets it.

24                    MR. DEARDEN:  Sorry, Mr. Baumann, is

25        that what you were trying to plead when Justice
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 1        Hainey --

 2                    MR. BAUMANN:  Oh, sorry, we included

 3        the wrong one within here, Mr. Moore, you are

 4        right.  Thanks for catching that and --

 5                    MS. RATHWELL:  It is the document --

 6                    MR. BAUMANN:  Yeah, the other is the

 7        Statement of Defence in Alberta.

 8                    THE DEPONENT:  Can we go back up,

 9        please?

10                    MR. MOORE:  Can we go back to the first

11        page?

12                    MR. BAUMANN:  Go back to the previous

13        document on the January one?

14                    MR. MOORE:  No, this document.

15                    THE DEPONENT:  Just the first page of

16        this document, please.

17                    MR. MOORE:  This document.

18                    MR. DEARDEN:  Darla, can you just move

19        it up, please.

20                    MR. BAUMANN:  Yeah, the counterclaim

21        was obviously --

22                    MS. RATHWELL:  On Exhibit 19?

23                    MR. DEARDEN:  No, the one that is on

24        the screen now.  Can you just give us the first

25        page, please.
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 1                    MS. RATHWELL:  Exhibit 6?

 2                    MR. DEARDEN:  Yes, you have it up.

 3        Yes, document 6, the Amended Statement of Defence

 4        and Counterclaim.  I just need to see page 1.  We

 5        are looking at page 2.

 6                    Yes.

 7                    MR. BAUMANN:  Yeah, sorry, that is --

 8                    MS. RATHWELL:  That is not the Alberta

 9        one.

10                    MR. BAUMANN:  No, that is the Ontario

11        one, Darla.  That is what we are trying to get in,

12        but we couldn't because of the anti-SLAPP being in

13        play.  For now it is not.

14                    MR. DEARDEN:  So that won't be in

15        Exhibit 4.  That is the wrong document.

16                    MR. BAUMANN:  That's right.  Would you

17        be okay, Mr. Moore, if Darla just flipped to you

18        the correct one?

19                    MR. MOORE:  Sure, whatever you need to

20        do to properly identify your area of questions is

21        fine.

22                    MR. BAUMANN:  Yes.

23                    MR. DEARDEN:  Sorry, Deana, I just want

24        to put on record because my statement didn't get

25        totally recorded there.  I was just saying that the
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 1        Amended Statement of Defence and Counterclaim from

 2        the Ontario Superior Court, which was I believe

 3        document number 6 that Mr. Baumann was referring

 4        Darla to, is not going to be part of Exhibit No. 4

 5        when we are finished with all the documents that

 6        will be referenced by Mr. Baumann.

 7                    MS. RATHWELL:  It should be Exhibit

 8        number 20, I believe.  Yes, 20.

 9                    MR. BAUMANN:  Okay, bring -- there you

10        go.  There is the other one.  There, you have got

11        two.  One is the Amended Statement of Defence and

12        Counterclaim, and the other one is an Amended

13        Counterclaim.  So there is the two documents right

14        there.

15                    MR. DEARDEN:  And the Amended

16        Counterclaim is January 9, 2018.

17                    MR. BAUMANN:  That's correct.

18                    MR. MOORE:  Okay.

19                    BY MR. BAUMANN:

20 1284               Q.   So do you recall ever seeing

21        these, Mr. Riley?

22                    A.   I am sure I have seen them, but I

23        don't recall it.

24 1285               Q.   Yeah.  So those are -- either one

25        would have worked for being an inclusion for your
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 1        exhibit to have replaced the Norton Rose one, but

 2        so be it.  And just it gives a little more context

 3        to the relationship.

 4                    We are getting pretty close to

 5        finishing up.  If you give me a few minutes of

 6        silence, I am just going to go through the last of

 7        my questions, and maybe bring a couple more and

 8        then we are done, if that is all right with you

 9        guys.

10                    MR. MOORE:  That is fine.

11                    BY MR. BAUMANN:

12 1286               Q.   A few items, Mr. Riley, and we'll

13        finish up so you can get out of there.

14                    Scott Sinclair, when did you first meet

15        Scott Sinclair?

16                    A.   He was acting for a borrower,

17        Beresford Box.  He was acting for them in arranging

18        for a sale of Beresford Box that was to pay us out.

19        So he was on the other side as it were.

20 1287               Q.   Okay, and what year would that

21        have been, roughly?

22                    A.   2014, 2015, somewhere in that

23        vicinity.

24 1288               Q.   Okay, so he would have been

25        involved in how many companies that Callidus
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 1        financed?

 2                    A.   I do not know.  I do not know how

 3        many he acted on.  He acted on yours, and I don't

 4        know what other ones he may have acted on.

 5 1289               Q.   So you are familiar with your

 6        former associate Mr. Boyer actually with which

 7        Callidus had some issues.

 8                    A.   Yes.

 9 1290               Q.   Were you aware that Mr. Boyer

10        recommended and actually in fact insisted that

11        Sinclair be involved in Alken, to approve funding

12        or no funding would be coming to Alken?

13                    A.   I think at that point we put

14        forward several names for your consideration

15        because we wanted someone who was hired by Alken

16        that could oversee what was happening.

17 1291               Q.   Well, my information says

18        otherwise, but were you --

19                    A.   You were provided with several

20        names.

21 1292               Q.   Never.  Was that in print, email,

22        print?

23                    A.   Sorry, you --

24                    MR. DEARDEN:  Was that by email or --

25                    BY MR. BAUMANN:
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 1 1293               Q.   Was that by email notification or

 2        letter?

 3                    A.   I would have to go back and look

 4        at the file, but I know that that was the case.

 5 1294               Q.   Would you mind doing that, please?

 6        U/A         MR. MOORE:  We'll take that under

 7        advisement.

 8                    BY MR. BAUMANN:

 9 1295               Q.   Okay.  Relating to Sinclair, were

10        you aware that he had a securities conviction

11        basically for I guess you could call it

12        misrepresentation, fraud or whatever, were you

13        aware that he had that issue with the OSC prior to

14        him being advanced to my company by Boyer?

15        R/F         MR. MOORE:  Don't answer the question.

16        I believe you raised that in the Alberta

17        proceedings somewhere, and in any event, it is

18        connected to the counterclaim that was up on the

19        screen before that you wanted to amend but hasn't

20        been amended.

21                    BY MR. BAUMANN:

22 1296               Q.   We are going to finish off with

23        yield enhancements.  They seem to be the big

24        mystery here, Mr. Boyer -- or sorry, Mr. Riley.

25        The only information in your firm's disclosure is
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 1        some stuff in Schedule B with a date of 2017,

 2        nothing relating to '16 which is referenced in the

 3        two earnings transcripts being Q1 and Q2.

 4                    Can you explain why there is such

 5        limited information between yield enhancements when

 6        Mr. Glassman states they were unequivocally and

 7        undeniably a major part of the business?  Is that

 8        just by chance that there is no information, or is

 9        it the secret sauce that has been hiding?  Just

10        where is it?

11                    MR. MOORE:  We produced in Schedule A

12        what we believe to be the relevant documents.  If

13        there is any additional documents to be produced,

14        we'll let you know.

15                    MR. BAUMANN:  Okay, there is not

16        enough -- there is nothing basically in Schedule A,

17        so I'll be searching for that and I guess I'll have

18        some applications myself.

19                    So can I just get some confirmations

20        that my rights will be protected and I will be

21        notified relating to the privilege issue, because I

22        plan on advancing some applications as far as, you

23        know, the information I need relating to this case

24        that is being ignored on the dozens of requests I

25        have sent and whatnot.
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 1                    MR. MOORE:  Well, without addressing

 2        some of those editorial comments, I think you have

 3        been apprised of what dates have been set for

 4        privilege motions.  To the extent further privilege

 5        motions are brought, presumably you'll be advised

 6        of those dates.  And if you have any legitimate

 7        interest in participating, certainly you'll be

 8        allowed to do so.

 9                    MR. BAUMANN:  Okay, great, I definitely

10        have a legitimate interest.

11                    Just to close up --

12                    MR. DEARDEN:  Well, Mr. Baumann, right

13        now there is dates before Justice Boswell on

14        December 1 to 3 on a very unique set of privilege

15        issues, and December 15 is a confidential source

16        privilege motion, and after it is completed, then

17        we have Justice McEwen available for December 16th

18        as well to deal with privilege and refusals

19        motions.

20                    So those are the only dates set so far.

21                    MR. BAUMANN:  Okay, I'll take them up.

22                    I think that's about it.  There is not

23        much else I can receive here.  So thanks for your

24        time, and Deana, I have watched throughout and you

25        have done a great job.  Thank you very much.

588

611



Catalyst v West Face et al.  
James Riley on 10/27/2020 439

neesonsreporting.com
416.413.7755

 1

 2        -- Adjourned at 4:15 p.m.
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CNBC investigates a Venezuelan oil deal

Just 17 days before the United States announced a fresh round of sanctions against Venezuela, two
American drilling executives stood in the presidential palace alongside President Nicolas Maduro.

CEO Todd Swanson and general counsel Brent Mills were there to sign a memorandum of understanding
between their little-known drilling company, Horizontal Well Drillers, and Venezuela’s state-owned oil
company, Petroleos de Venezuela S.A.

Swanson, who once served on the board of Massey Energy for Dan Loeb when he worked for Loeb’s hedge
fund Third Point, made a speech at the event.
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Horizontal Well Drillers CEO Todd Swanson signs a memorandum of understanding with Venezuela’s state-run oil company as President Nicolás Maduro

looks on.

Source: PDVSA
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CNBC investigates a Venezuelan oil deal

“I first came to Venezuela in 1996, and I immediately fell in love with the country because of the spirit of
the people and the physical beauty of the landscape,” Swanson said. “And we are pleased to be working
closely with you to help expand oil production in Venezuela and help it become one of the largest oil
producers in the world.”

Swanson even shook Maduro’s hand.

The timing of the deal is curious considering the country is on the verge of economic collapse.

Numerous corporations have stopped doing business there. More than 20 have filed cases against the
Venezuelan government at the World Bank after their assets were seized by the socialist government.

And when it comes to oil, Venezuela’s most important sector, the country is struggling to pay its bills —
issuing promissory notes because it can’t come up with the cash.
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Horizontal Well Drillers employees work on one of the company’s rigs in Purcell, Oklahoma.

Source: CNBC

According to their latest quarterly reports, Halliburton has $429 million in outstanding bills;
Schlumberger has about $700 million. Baker Hughes has $100 million in receivables and inventory at risk
in Venezuela.

And the red flags don’t end there. PDVSA is also at the center of an ongoing bribery investigation by the
U.S. Department of Justice.

In October, Florida businessman Fernando Ardila Rueda pleaded guilty to his role in paying bribes to
employees at PDVSA. Rueda is just the latest of 10 individuals who have pleaded guilty in the DOJ’s
investigation, raising questions about doing business with PDVSA without violating the Foreign Corrupt
Practices Act, which prohibits U.S. companies from engaging in corrupt activities in foreign countries.

It’s not illegal for an American company to drill in Venezuela. But why would a small Oklahoma firm want
to do business in Venezuela, when many companies think the best option is to get out?

For weeks the company declined to answer any questions. When a CNBC investigative team showed up in
Oklahoma and started knocking on the doors of Horizontal Well Drillers’ executives and former
executives, the company finally agreed to answer questions via email.

In that statement, the company said it has a deal to drill nearly 200 wells in the Carabobo area of the
Orinoco heavy oil belt, a region that is home to some of the world’s largest oil reserves.
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Horizontal Well Drillers noted, too, that it has a Master Services Agreement in place with oil services
company Halliburton to provide drilling tools and equipment.

Texas-based Halliburton confirmed its participation in this agreement.

Horizontal Well Drillers says it is “uniquely qualified” to take on this project because its drills are “well
suited” for the geologic formations found in Venezuela’s Orinoco oil belt. The company credits its rigs’
large capacity and small footprint for allowing it to drill in difficult-to-reach areas.

Pedro Burelli, a former member of PDVSA’s board who opposes the current Venezuelan government, isn’t
buying it. He said he has never seen a deal like this awarded to a company like Horizontal Well Drilllers.

“I’m not questioning their ability to do small jobs. I’m just questioning their credentials to do large jobs,”
Burelli said. “I’m questioning their financial whereabouts to guarantee the work that they’re doing. And
definitely, I’m questioning their managerial talent to operate in an environment like Venezuela.”

An environment, he says, where equipment theft is rampant and corruption is prolific.

In its statement to CNBC, Horizontal Well Drillers said the company takes compliance with U.S. sanctions
and the Foreign Corrupt Practices Act very seriously.

While the company may be physically equipped to take on this deal, its financial backing raises more
questions. According to a press release from PDVSA, the deal requires the companies to provide the
upfront investment capital for the drilling.

Paperwork filed with the Oklahoma County clerk shows the company has been financed, at least in part, by
Callidus Capital, a Canadian firm that provides “funding solutions to companies that cannot access
traditional lending sources.”

Court filings show Callidus is suing a former employee because that employee “allowed Horizontal to
create a letter on forged Callidus letterhead, purporting to make financial commitments on behalf of
Callidus” to provide to Venezuelan government officials comfort that Horizontal would be able to meet its
financial commitments.

Horizontal Well Drillers told CNBC it did not create a fake letter and that it is not a party to the Canadian
litigation. Callidus and the attorney for the former employee, who is disputing the allegations, declined to
comment on the litigation.

As a private company, Horizontal Well Drillers declined to comment further on its finances. Callidus
declined to clarify whether or not it is still providing capital to the Oklahoma company.

Horizontal Well Drillers’ executives did explain why they attended the lavish signing ceremony in Caracas:
The company said it was required by the Venezuelan government.

Burelli said he’s not surprised. He thinks Maduro used the two executives as props./
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A photo tweeted by PDVSA shows PDVSA President Nelson Martínez (left), Chevron President for the Americas and Africa Clay Neff, Venezuelan President

Nicolás Maduro and Venezuelan Vice President Tareck El Aissami meeting in Caracas, Venezuela.

Source: PDVSA

“I think Nicolas Maduro is very scared,” Burelli said. “And he’s trying to figure out how to play politically
the pressure that’s coming from the U.S. against him by saying, ‘Look, there’s some Americans here who
actually disagree with the president, who are willing to come and be here and invest in Venezuela.’”

Burelli pointed to another example where he thinks U.S. executives were used for political purposes. In
September, PDVSA tweeted out pictures of a meeting between Chevron executives, Maduro and the vice
president of Venezuela, Tareck El Aissami, who is also on the sanctions list and labeled a drug kingpin by
the U.S. government.

″The face of the vice president for Latin America for Chevron was, you know, baffled. I mean— clearly he
was not expecting this,” Burelli said. “Even the surroundings were not the office of the president. It was
obviously an office in the ministry or a small office in PDVSA. And suddenly the president and the vice
president show up in a humiliating, you know, they’re humiliating the companies that are there.”

All done, he said, so PDVSA could tweet a picture showing the Venezuelan president and vice president
meeting with American oil executives.

Chevron, which has done business in Venezuela since the 1920s, declined to explain the circumstances of
the photo, saying that the meeting did not violate U.S. law.
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Meanwhile, Horizontal Well Drillers told CNBC it planned to ship four rigs to Venezuela and plans to begin
drilling in six to nine months.

Editor’s note: This story has been revised with an updated statement from Horizontal Well Drillers. The company
says it has a Master Services Agreement with Halliburton in which the latter provides drilling tools and
equipment.
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Little-Known Driller Dives Into Perilous
Venezuelan Oil Market
By Tsvetana Paraskova - Aug 13, 2017, 10:00 AM CDT

Two weeks before he held a vote to set up an assembly to re-write the constitution—further undermining democracy—
Venezuelan President Nicolas Maduro hosted the signing of a contract with a small U.S. company for drilling of oil wells in
the country that has the world’s largest proved crude oil reserves.

Maduro welcomed Todd Swanson, the president of Purcell, Oklahoma-based Horizontal Well Drillers, to the presidential
palace on July 15, and signed a non-binding memorandum of understanding (MoU) with the little-known U.S. company to
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explore opportunities and possibly create a joint venture additional wells in the Orinoco Oil Belt.

Last September, PDVSA said that it had awarded US$3.2 billion worth of contracts to drill in the Orinoco Belt. The
contracts, PDVSA said back then, would add 250,000 bpd within 30 months from about 480 wells to be drilled.
Schlumberger, Horizontal Well Drillers, and Venezuela’s Y&V Group won contracts under the tender.

This past July, two weeks before the U.S. froze all of Maduro’s assets under U.S. jurisdiction, Horizontal Well Drillers and
Venezuela’s state-held oil firm PDVSA agreed to look into the opportunities within 90 days from the signing of the initial
agreement, according to Venezuela’s Oil Minister Nelson Martinez. The minister took to Twitter to tout the signing of the
memorandum as “international investors showing confidence in our country and in PDVSA.”  

International investors, however, beg to differ, and are increasingly seeing Venezuela as a very high-risk country
becoming an authoritarian regime amid rampant inflation, dwindling cash reserves, and piling bond obligations and
payments due oil contractors and traders. Despite the fact that it holds the world’s biggest crude oil reserves, Venezuela
is on the brink of default, and its people—who lack even the most basic necessities—have been protesting against
Maduro’s authoritarian plans for months. Clashes left more than 100 people dead in four months.

Related: Oil Futures Point To Higher Oil Prices

The biggest international oilfield services groups booked impairments from their Venezuelan businesses in Q2, and Big
Oil is said to be pulling staff out of the country. A risky endeavor indeed, Horizontal Well Drillers signed a non-binding
MoU to work with PDVSA, which can’t even pay for cleaning tankers or for the oil products that it needs to import because
refineries are working at less than 50 percent capacity.

Commenting for Bloomberg on Horizontal Well Drillers’ venture into this chaos, Barclays energy analyst J. David
Anderson said: “It’s just screaming of country risk…Every company that we witnessed going into Venezuela over the last
10 years has come out bloodied and dragging themselves out by the fingernails. Even the big guys have struggled in
recent years. It is a perilous market, to say the least.”

While Horizontal Well Drillers is gung ho to do business in this perilous market, Repsol has recently pulled all of its foreign
workers from Venezuela, Statoil has pulled out its expatriate staff. Chevron and Total SA have withdrawn some
employees as well, according to Bloomberg.

Related: This $65 Billion Oil Opportunity Will Never Be Tapped

Oilfield services groups took impairments on Venezuelan business in Q2, although none of them specifically named
PDVSA when referring to the impairments—instead, they referred to PDVSA only as a “primary customer in Venezuela”.
Halliburton recognized a pretax charge of US$262 million on a promissory note from “our primary customer in Venezuela”.

Schlumberger recorded US$510 million of pretax charges, stating that “the vast majority of this amount relates to a
financing agreement that Schlumberger entered into with its primary customer in Venezuela.”

Weatherford International modified its revenue recognition from its largest customer in Venezuela, and the impact of this
change on the second quarter reduced revenue and increased operating loss by US$42 million and reduced net income
by US$35 million.

Even the big guys are booking charges on their Venezuelan oil business and with dealing with state firm PDVSA. Small
U.S. firm Horizontal Well Drillers may be diving headfirst into dangerous waters with a lot of undercurrents.
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Guilty Plea Entered in PdVSA
Corruption Investigation
Joint venture’s former head of procurement
was accused of conspiring to launder
millions in bribe payments through the U.S.
By Updated Aug. 20, 2020 10:39 am ET

The U.S. has been investigating alleged bribery at Venezuelan state-owned energy

company PdVSA. At least 27 people have been charged in related cases and most

have pleaded guilty, according to the U.S. Justice Department.

Photo: Carlos Becerra/Bloomberg News
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A former procurement officer at a Petróleos de Venezuela
SA subsidiary has pleaded guilty to an alleged role in a
bribery scheme and a former Citgo manager has been
indicted on money-laundering charges in the latest
developments in a sprawling U.S. probe into alleged
corruption at Venezuela’s state-owned energy company.

Lennys Rangel, previously head of procurement at
Petrocedeno SA, a PdVSA joint venture with two European
oil companies, was accused of conspiring to launder
millions in bribe payments through the U.S., including by
purchasing a condominium in Miami, according to a
complaint filed by prosecutors in the U.S. District Court for
the Southern District of Florida.

Ms. Rangel pleaded guilty to a count of conspiracy to
commit an offense against the U.S., according to a plea
agreement filed last week.

Felipe Jaramillo, a lawyer who represents Ms. Rangel,
declined to comment. Efforts to reach PdVSA for comment
weren’t successful.

WSJ Newsletter

Notes on the News

The news of the week in context, with
Tyler Blint-Welsh.

U.S. prosecutors alleged that bribes were paid to Ms.
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Rangel and other executives to help secure contracts for
Petrocedeno, an oil producer, according to the complaint.
The charge against Ms. Rangel was unsealed in March.

Her plea is among the latest in an investigation into alleged
bribery at PdVSA. At least 27 people have been charged in
related cases and most have pleaded guilty, according to
the U.S. Justice Department.

Earlier this month, the Justice Department said it had
charged former Citgo Petroleum Corp. procurement officer
Jose Luis De Jongh Atencio with one count of conspiracy to
launder money and five counts of money laundering.

Mr. De Jongh worked in the Houston-based subsidiary of
PdVSA’s special projects group and from about 2013
through at least 2019 agreed to accept more than $2.5
million in bribe payments from businessmen Jose Manuel
Gonzalez Testino and Tulio Anibal Farias Perez and others,
the Justice Department said.

In exchange, Mr. De Jongh helped the businessmen procure
contracts with Citgo and PdVSA, the department said.

Dane Ball, a Smyser Kaplan & Veselka LLP lawyer
representing Mr. De Jongh, declined to comment. He said
Mr. De Jongh had pleaded not guilty.

Messrs. Gonzalez and Farias entered guilty pleas on alleged

609

632

https://www.wsj.com/articles/u-s-targets-venezuelas-maduro-regime-with-fresh-charges-sanctions-11584905226?mod=article_inline


violations of U.S. antibribery laws and other charges in
connection with the case, prosecutors said. Lawyers for
Messrs. Gonzalez and Farias declined to comment.

Mr. De Jongh directed bribe payments from the
businessmen to be made to bank accounts in the names of
shell companies in Panama and Switzerland and then
laundered bribe proceeds through U.S. bank accounts and
used most of the funds to buy real estate in Texas,
according to the Justice Department.

He also allegedly received gifts such as tickets to major
sporting events and concerts from the businessmen, the
department said.

“These prosecutions are the most recent examples of the
continued commitment of the criminal division to rooting out
the rampant corruption that has plagued Venezuela for
years,” said Brian Rabbitt, acting assistant attorney general
of the Justice Department’s criminal division. “This
corruption undermines the rule of law and threatens our
national security.”

Write to Mengqi Sun at mengqi.sun@wsj.com
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Callidus Capital Corporation 

  
 

Condensed Consolidated Interim Financial Statements (Unaudited) 
 
For the Three Months Ended March 31, 2016 and 2015 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Financial Position (Unaudited) 
(Expressed in thousands of Canadian dollars)  

 
  March 31, 2016 December 31, 2015 

Assets 
     Cash and cash equivalents  $        34,856   $         25,210  
     Income taxes receivable (note 11)               4,886                6,068  
     Derivative assets (note 15)               1,105                1,310  
     Assets acquired from loans (note 6 and 17)             33,727            102,367  
     Loans receivable (note 5 and 6)          915,245            935,130  
     Deferred tax asset (note 11)               7,371              13,903  
     Guarantee asset (note 9)               7,243              34,755  
     Other assets               2,895                3,055  
   $   1,007,328   $    1,121,798  

Liabilities and Shareholders' Equity 
Liabilities: 
     Accounts payable and accrued liabilities (note 9)  $        22,388   $         19,208  
     Income and other taxes payable  (note 11)             13,615              15,413  
     Borrower deposits                     76                   142  
     Deferred facility fees               8,283              10,096  
   
   

     Revolving credit facility (note 8)          192,618            248,710  
     Senior debt (note 7)             46,904              45,279  
     Subordinated bridge facility, due to Catalyst (note 7)          219,745            291,479  

         503,629            630,327  
Shareholders' equity: 
     Share capital (note 10)          422,448            416,750  
     Contributed surplus (note 16)               9,314                8,843  
     Retained earnings             72,312              64,007  
     Accumulated other comprehensive (loss) income                 (375)               1,871  

         503,699            491,471  

Contingencies (note 13)                        -                        -  
   $   1,007,328   $    1,121,798  

 See accompanying notes to condensed consolidated interim financial statements. 
 
 
Approved on behalf of the Board: 
 
 
“Newton Glassman”                                        “Ann Davis” 
Chairman and CEO                                            Director 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Income and Comprehensive Income (Unaudited) 
(Expressed in thousands of Canadian dollars, except per share information) 
 
Consolidated Statement of Income         

Three Months Ended March 31 
(Note 19)     2016 2015 

 

Revenue: 
     Interest  $   47,094   $32,784  
     Fees and other             2,446       2,307  

      49,540     35,091  
Interest expense and participation fees: 
     Catalyst Fund Limited Partnerships        (7,519)     (3,570) 
     Senior debt and revolving credit facilities            (4,317)     (4,396) 
          (11,836)     (7,966) 

Net interest income       37,704     27,125  

Other income (expenses): 
     Provision for loan losses (note 6)        (7,850)         415  
     (Expense) recovery under the Catalyst guarantee (note 9)        (1,029)        (594) 
     Foreign exchange gain         1,233          613  
     Loss from assets acquired from loans (note 17)        (1,099)              -  
     Catalyst's share of overhead expenses (note 19)             1,882               -  

       (6,863)         434  
Non-interest expenses: 
     Salaries and wages        (3,004)     (2,022) 
     Stock options expense (note 16)           (535)     (1,176) 
     General and administrative             (2,333)     (1,688) 
             (5,872)     (4,886) 

Income before income taxes       24,969     22,673  

Income taxes (expense) recovery:  
     Current        (1,365)     (6,360) 
     Deferred            (6,532)        (324) 
             (7,897)     (6,684) 

Net income      $   17,072   $15,989  

Earnings per common share (dollars) 
     Basic (note 20)  $       0.34   $    0.31  
     Diluted (note 20)      $       0.34   $    0.31  

Consolidated Statement of Comprehensive Income         
Net income  $   17,072   $15,989  
Other comprehensive income (loss) net of tax: 
     Items that may be reclassed to profit and loss: 
          Foreign currency translation loss on foreign operations            (2,246)              -  
Comprehensive income      $   14,826   $15,989  
 

See accompanying notes to condensed consolidated interim financial statements. 
 

614

637



 

4 

CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Changes in Equity (Unaudited) 
(Expressed in thousands of Canadian dollars) 

 
  Share Capital  Contributed Retained Accumulated Other   
  Amount Surplus Earnings Comprehensive Income Total 

 Balance, January 1, 2015  $      428,291   $       7,631   $    31,908   $                -    $ 467,830  

Net income                     -                    -         15,989                       -         15,989  

Stock options expense (note 16)                     -            1,176                  -                       -           1,176  

Balance, March 31, 2015  $      428,291   $       8,807   $    47,897   $                -    $ 484,995  

Balance, January 1, 2016  $      416,750   $       8,843   $    64,007   $          1,871   $ 491,471  

Net income                     -                    -         17,072                       -         17,072  

Dividends                     -                    -         (8,767)                      -         (8,767) 

  Shares issued              5,698               (64)                 -                       -           5,634  

Stock options expense (note 16)                     -               535                  -                       -              535  

Other comprehensive loss (note 3)                     -                    -                  -             (2,246)        (2,246) 

Balance, March 31, 2016  $      422,448   $       9,314   $    72,312   $           (375)  $ 503,699  

See accompanying notes to condensed consolidated interim financial statements. 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Cash Flows (Unaudited) 
(Expressed in thousands of Canadian dollars)  
 

  

  Three Months Ended March 31 
      2016 2015 
Cash provided by (used in): 
Operating activities: 
     Income for the period  $  17,072   $     15,989  
     Items not involving cash: 
           Stock options expense            535            1,176  
           Provision for loan losses         7,850             (415) 
     Change in non-cash operating items: 
           Change in loans receivable, net of repayments       12,035        (12,474) 
           Derivative assets            205               466  
           Income taxes receivable         1,182                    -  
           Deferred tax asset         6,532               324  
           Assets acquired from loans       68,640        (62,603) 
           Guarantee asset       27,512             (828) 
           Other assets            160                 93  
           Accounts payable and accrued liabilities         3,180             (623) 
           Deferred facility fees       (1,813)              531  
           Derivative liabilities                  -            3,576  
           Income and other taxes payable       (1,798)           6,349  
           Borrower deposits             (66)              (41) 
           Other       (2,377)                   -  
         138,849        (48,480) 
Financing activities: 

     Dividends 
  

      (3,030)                   -  
     Net (repayment) draw on revolving credit 
facility 

    (56,092)         81,243  
     Change in senior debt         1,625                 38  
     Issuance of share capital               28                    -  
     Net repayments on subordinated bridge facility         (71,734)       (23,376) 

        (129,203)         57,905  

Increase in cash and cash equivalents         9,646            9,425  

Cash and cash equivalents, beginning of period           25,210          59,636  
Cash and cash equivalents, end of period      $  34,856   $     69,061  

Cash and cash equivalents is composed of the following: 
     Cash  $  34,856   $     65,485  
     Restricted cash                      -            3,576  
       $  34,856   $     69,061  

 
See accompanying notes to condensed consolidated interim financial statements.
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CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three Months Ended March 31, 2016 and 2015 
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1. REPORTING ENTITY: 
Callidus Capital Corporation ("Callidus" or the “Company”) is a company domiciled in Canada and was 
incorporated under the Business Corporations Act (Ontario). These condensed consolidated interim financial 
statements comprise Callidus and its subsidiaries (together referred to as the “Company”). The Company 
operates a specialty finance business that provides senior secured asset-based loans and lending services to 
mid-market companies operating in Canada and the United States.  Callidus is headquartered in Toronto, 
Ontario, Canada.  The Company is registered as an investment fund manager and an exempt market dealer 
with the Ontario Securities Commission (“OSC”). 

Callidus Capital Management Inc. ("CCM"), the former principal subsidiary of the Company, was a private 
company incorporated under the Business Corporations Act (Ontario).  On December 14, 2012, CCM was 
granted registration as an investment fund manager and as an exempt market dealer with the OSC. CCM was 
amalgamated with Callidus effective January 1, 2013 and the OSC registration name was changed to 
Callidus.    
 

2. BASIS OF PRESENTATION: 
(a) Statement of Compliance: 

These condensed consolidated interim financial have been prepared in accordance with IAS 34. 

The condensed consolidated interim financial have been approved for issue by the Board of Directors on 
May 11, 2016. 

(b) Basis of Measurement: 
The condensed consolidated interim financial statements have been prepared on a historical cost basis 
except for derivative instruments which are measured at fair value. 

(c) Functional and Presentation Currency: 
These condensed consolidated interim financial statements are presented in thousands of Canadian 
dollars, which is also the Company's functional currency.   

(d) Use of Estimates and Judgments: 
The preparation of the condensed consolidated interim financial statements in conformity with IFRS 
requires management to make judgments, estimates and assumptions that affect the application of 
accounting policies and the reported amounts of assets, liabilities, income and expenses.  Actual results 
may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting 
estimates are recognized in the period in which the estimates are revised and in any future periods 
affected. 

Significant areas of estimation uncertainty and critical judgments in applying accounting policies that 
have the most significant effect on the amounts recognized in the condensed consolidated interim 
financial statements include the allowance for loan losses, derecognition and the Company's assessment 
of consolidation under IFRS 10, Consolidated Financial Statements, of certain loans in its loan 
portfolio. 
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3. SIGNIFICANT ACCOUNTING POLICIES: 
These condensed consolidated interim financial statements have been prepared in accordance with IAS 34. 
They should be read in conjunction with the 2015 Audited Financial Statements. The significant accounting 
policies used in the preparation of these condensed interim consolidated financial statements are consistent 
with those described in note 3 to the Company’s 2015 Audited Financial Statements.  

4. FUTURE ACCOUNTING DEVELOPMENTS: 
(a) Financial Instruments (IFRS 9): 

IFRS 9 (2014) addresses classification and measurement of financial assets and liabilities, including 
impairment of financial assets, and hedge accounting.  Under this standard, financial assets are 
classified and measured based on the business model in which they are held and the characteristics of 
their contractual cash flows.  The accounting model for financial liabilities is largely unchanged from 
IAS 39 except for the presentation of the impact of own credit risk on financial liabilities designated at 
fair value through profit or loss account.  The new impairment model is an expected loss model as 
against an incurred loss model in IAS 39.   

IFRS 9 is mandatorily effective for annual periods beginning on or after January 1, 2018.  The 
Company is in the process of evaluating the impact of IFRS 9 on the Company’s financial statements. 
 

(b) Revenue from Contracts with Customers (IFRS 15): 
The IASB issued IFRS 15, Revenue from Contracts with Customers, which is effective for fiscal years 
beginning on January 1, 2018 and is available for early adoption.  IFRS 15 will replace IAS 11, 
Construction Contracts, IAS 18, Revenue, IFRIC 13, Customer Loyalty Programs, IFRIC 15, 
Agreements for the Construction of Real Estate, IFRIC 18, Transfer of Assets from Customers, and SIC 
31, Revenue – Barter Transactions Involving Advertising Services. 

The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time.  The model features a contract-based five-step 
analysis of transactions to determine whether, how much and when revenue is recognized.  New 
estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing 
of revenue recognized. 

The Company is in the process of evaluating the impact of IFRS 15 on the Company’s financial 
statements. 
 

(c) Annual Improvements to IFRS: 
On September 25, 2014 the IASB issued narrow-scope amendments to a total of four standards as part 
of its annual improvements process. The amendments will apply for annual periods beginning on or 
after January 1, 2016. Earlier application is permitted, in which case, the related consequential 
amendments to other IFRSs would also apply. Amendments were made to clarify the following: 

• Changes in method for disposal under IFRS 5, Non-current Assets Held for Sale and Discontinued 
Operations; 

• “Continuing involvement” for servicing contracts and offsetting disclosures in financial statements 
under IFRS 7, Financial Instruments: Disclosures; 

• Discount rate in a regional market sharing the same currency under IAS, 19 Employee Benefits;  
• Disclosure of information “elsewhere in the financial report” under IAS 34, Financial Reporting. 

The Company has determined that the impact of the amendments is not material to the financial 
statements. 
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5.        LOANS RECEIVABLE: 
Loans and advances to customers are measured at amortized cost, which is net of allowance for loan losses.  

Contractual Maturity March 31, 2016 December 31, 2015 

0 - 3 months  $    598,576   $    573,060  
4 - 6 months         136,383           92,562  
7 - 12 months           95,203         111,357  
13 months or more           85,083         158,151  
    

   $    915,245   $    935,130  

The loans can be prepaid subject to prepayment penalties.  The total credit facilities before derecognition 
available to borrowers subject to borrowing base availability at March 31, 2016 were $1,510,916 (December 
31, 2015 - $1,645,298). Of the total loan balance noted in the table above, $365,169 related to watch-list 
loans (December 31, 2015 - $292,229) and was subject to the Catalyst guarantee (note 9(c)).   

The loans receivable earn interest at fixed rates.  For the current period, the loan portfolio generated a 
blended gross yield, including all interest and fees of approximately 19% (2015 – 19%).  The loans are 
generally senior secured credit facilities with revolving and non-revolving facilities secured by a first charge 
on substantially all of the borrowers' assets. 
 

6. LOAN LOSS ALLOWANCE: 
As at March 31, 2016, the Company has an allowance for loan losses of $51,157 (December 31, 2015 - 
$43,307), which is offset against loans receivable and assets acquired from loans on the consolidated 
statements of financial position.   

  March 31, 2016 December 31, 2015 
Allowance for loan losses 
Balance, beginning of period  $   43,307   $   29,139  
Changes for the period: 
     Specific individual loan loss provisions          7,850        38,215  
     Collective allowances                   -        (2,562) 
     Provision previously related to assets held for sale                   -      (10,169) 
Write-offs for the period:                   -      (11,316) 
Ending allowance for loan losses  $   51,157   $   43,307  
Impairment on assets acquired from loans 
Balance, beginning of period  $   13,169   $           -   
Changes for the period: 
     Impairment previously classified as allowance for loan losses                   -        10,169  
     Provision related to assets held for sale                   -          3,000  
Write-offs for the period:      (13,169)                 -  
Ending allowance for impairment on assets acquired from 
loans 

 $            -    $   13,169  

Balance, end of period  $   51,157   $   56,476  

The specific loan loss provisions of $7,850 related to watch-listed loans relates to a pool of loans with gross 
loans receivables of $265,434. 

In March 2016, as approved by the independent members of the Board, the Company required payment by 
the Catalyst Funds of a guarantee (as described in note 9(c)) with respect to the Company’s assets held for 
sale in an amount equal to the total outstanding principal plus accrued and unpaid interest of $101.3 million. 
The Catalyst Funds acquired the assets in question for an amount equal to the guarantee and are now the 
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owners of the business and are actively restructuring it. As a result of the transaction, the impairment 
associated with the asset held for sale was written off in the current year.   

7.        LONG-TERM DEBT:  
  March 31, 2016 December 31, 2015 
      

Senior debt  $         47,125   $         45,555  
Less: associated transaction costs                  (221)                (276) 
               46,904              45,279  
Subordinated bridge facility, due to Catalyst           219,745            291,479  
   $       266,649   $       336,758  

The amounts due on the senior debt represent a senior secured non-revolving term loan for $50 million.  The 
loan matures March 31, 2017, and bears a fixed rate of interest of 8.419% which was based on Government 
of Canada bond rate at the time of issuance plus 5.75%.  The loan has a first priority charge over a portion of 
the assets of the Company.  The Company was in compliance with its financial covenants at March 31, 2016 
and December 31, 2015. 

The Company paid $584 in transaction costs in 2011 and an additional $169 in 2014 associated with the 
senior debt, which has been deferred and is being amortized into interest expense over the term of the loan 
using the effective interest rate method.    

In December 2014, the Company obtained a US$200 million revolving unsecured subordinated bridge 
facility from Catalyst.  The facility carries an interest rate of 8% per annum plus an annual fee equal to 1.5% 
of the maximum amount available under the facility and a standby fee equal to 1% per annum of undrawn 
amounts.  The facility matures April 30, 2017 and can be repaid in full by the Company at any time without 
penalty.  In September 2015, the Company increased the amount of its revolving unsecured subordinated 
bridge facility by US$50 million to US$250 million. 

 
8.        REVOLVING CREDIT FACILITY: 

The Company has a US$300 million revolving credit facility (the “revolving credit facility”) to finance a 
portion of the loan portfolio pledged by a special purpose financing vehicle wholly-owned by Callidus. The 
revolving credit facility may be drawn in either Canadian or U.S. dollars and provides for an aggregate of 
US$250 million of Class A loans and US$50 million of Class B loans. The Class A loans and the Class B 
loans together (the “Loans”) are subject to borrowing base availability dependent on certain eligible loans 
receivable balances approved by the lender.  

The Loans are also subject to a minimum utilization of 50%, measured quarterly and bear interest at an 
applicable base rate (bankers’ acceptance for Canadian dollar loans and LIBOR for U.S. dollar loans) plus a 
margin of 2.75% and 6.25% for the Class A Loans and Class B Loans, respectively.  

The revolving credit facility matures January 15, 2019, and contains a two-year revolving period, followed 
by a two-year amortization period. The revolving period may be extended subject to lender approval. 
Additionally, there is a non-call period to the end of the revolving period. If Callidus has requested an 
extension to the facility and the lender has denied the request, the facility may be repaid in full without 
penalty. 

In January 2015, the Company increased the amount of its revolving credit facility by US$62.5 million to 
US$262.5 million in the aggregate.  In April 2015, the Company increased the amount of the revolving 
credit facility by a further US$37.5 million to US$300 million in the aggregate. 

The Company was in compliance with its financial covenants at March 31, 2016 and December 31, 2015. 
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9.        RELATED PARTY TRANSACTIONS: 
The following transactions have occurred between the Company and its related parties other than as noted 
elsewhere in these financial statements. 

 (a) Relationships: 
The Catalyst Capital Group Inc. (“CCGI”) and funds managed by them (collectively "Catalyst") own 
approximately 62.9% of the issued and outstanding shares of the Company as at March 31, 2016. 

The Chief Executive Officer of Catalyst, Newton Glassman, is the Chief Executive Officer, Chair of the 
Board of Directors and Chair of the Credit Committee of the Company. 

 (b)  Catalyst Participation Interest: 
In connection with the Offering, and the repayment of the Catalyst debenture, Catalyst Fund IV 
obtained an approximate 18% undivided interest at the time of the Offering in the loan portfolio of the 
Company.  The participation agreement provided that the Company was not entitled to the risks or 
rewards related to Catalyst Fund IV’s participation interest in the loan portfolio. Consequently, the 
portion of the loans corresponding to Catalyst Fund IV’s participation interest was derecognized from 
the financial statements during fiscal 2014.  

The participation agreement also provided that in the event that Catalyst Fund IV wished to sell its 
participation interest in the loan portfolio, the Company had the option to acquire all or part of Fund 
IV’s participation interest in the loan portfolio at par plus accrued interest and fees. In December 2014, 
the Company acquired all of the Fund’s participation interest in the loan portfolio at par plus accrued 
interest and fees in exchange for issuance of 2,335,357 common shares of the Company, at a price of 
$21.41 per common share, as well as a cash payment of approximately $821 as a post-closing 
adjustment for foreign exchange.   

The agreements entered into at the time of the Offering also permit other Catalyst Funds to participate 
in the Company’s loan portfolio in the future within certain limits generally determined based upon the 
Company’s available capital.  In the event that other Catalyst funds participate, similar arrangements are 
in place in the agreement providing the Company with the option to purchase such participations on the 
same terms in the event that the Funds wish to sell and with respect to guarantees as described below.   

In accordance with the terms of the participation agreement, entered into in connection with Callidus' 
initial public offering, effective April 2015, Catalyst Fund V began to participate in the funding of new 
loans originated by Callidus.  This provides Callidus with access to additional funds to fund the 
expansion of the Company’s loan portfolio (note 19). 

(c) The Catalyst Guarantees: 
In connection with the repayment of the Catalyst debenture at the time of the Offering, the Catalyst 
Funds (“the Funds”) agreed to guarantee any losses incurred by the Company on loans in the portfolio 
at the time of the Offering.  The guarantee covers losses of principal incurred by the Company on 
certain specified loans until fully realized (“watch-list loans”). Watch-list loans are identified by 
management as subject to heightened monitoring due to the financial condition of the borrowers. All 
other loans in the portfolio at the time of the Offering were also guaranteed for any losses of principal 
until such time as the loans are renewed by the Company at their next scheduled credit review.    

As noted above, in December 2014, the Company acquired all of the Funds’ participation interest, 
outstanding at the time, in the loan portfolio at par plus accrued interest and fees.  The participation 
agreement also provided that in the event that the Company purchased Catalyst Fund IV’s participation 
interest, Fund IV agreed to provide a guarantee that covered Catalyst's percentage ownership interest in 
the relevant loans at the time of the acquisition.  The guarantee covers losses of principal until fully 
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realized on watch-list loans at the time of acquisition and losses of principal on all other loans until such 
loans are renewed at the next scheduled review.    

Neither guarantee generally applies to accrued and unpaid interest.  The Company normally requires 
that its borrowers agree to a cash sweep arrangement so that their cash will be subject to the Company’s 
control.  The Company and Catalyst have agreed that the Company will operate the cash sweep so that 
the first application of a borrower's cash will be to currently due accrued and unpaid interest and fees 
and secondly to principal and any other amounts due.  These cash sweep arrangements are intended to 
minimize losses in relation to interest and fees. 

As at March 31, 2016, the Company recorded a guarantee asset of $7,243 related to the Catalyst 
guarantee.  During the quarter, $26,483 (2015 – $10,916) was received under the Catalyst guarantee. 

 (d) Other Transactions during the Period: 
In 2016, commitment fees of $1,229 (2015 - $915) were paid or accrued to Catalyst.  Interest expense 
also includes $6,259 (2015 - $2,335) paid and accrued to Catalyst.  All transactions are in the normal 
course of operations and are measured at the exchange amount, which is the amount of consideration 
established and agreed to by the related parties. As at March 31, 2016, accounts payable and accrued 
liabilities included $3,801 (December 31, 2015 - $1,689) representing the unpaid portion of net income 
due to the Fund’s participation interest in the loan portfolio (note 19).  

In March 2016, as approved by the independent members of the Board, the Company required payment 
by the Catalyst Funds of a guarantee with respect to the Company’s assets held for sale. The Catalyst 
Funds acquired the loan in question for an amount equal to the guarantee and are now the owners of the 
business and are actively restructuring it. The Company primarily used the proceeds from the guarantee 
to repay a portion of the balance outstanding under the subordinated bridge facility. 

 (e)   Key Management Personnel Compensation: 
No compensation is paid by the Company to its Chief Executive Officer.  Other key management 
personnel compensation comprised the following:  

Three Months Ended March 31 
      2016 2015 
Short-term employee benefits  $           737   $            651  
Share-based payments                    141                 341  
       $           878   $            992  

 
10.     SHARE CAPITAL: 

    March 31, 2016   December 31, 2015 
  Shares  Amount  Shares  Amount  
Common shares outstanding, beginning of year   49,354,355   $ 416,750    51,026,754   $    428,291  
Issue of common shares         740,575           5,698         888,997           10,011  
Purchase and cancellation of common shares                      -                    -    (2,561,396)        (21,552) 
Common shares outstanding, end of year 50,094,930  $ 422,448  49,354,355  $    416,750  

In August 2015, the Company adopted a dividend policy pursuant to which the Company intends to declare 
and pay quarterly cash dividends to holders of its outstanding common shares of record as of the close of 
business on the last business day of each calendar quarter. The quarterly dividend was initially set at $0.175 
per common share ($0.70 per annum).  In addition, the Company implemented a dividend reinvestment plan 
(“DRIP”) pursuant to which eligible shareholders may elect to automatically reinvest their cash dividends 
payable in respect of the common shares to acquire additional common shares.  During the current period, 
732,438 shares were granted to those who elected to participate in the DRIP. Catalyst elected to participate 
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in the DRIP on 100% of their shareholdings of the Company and, therefore, received 704,016 shares in 
consideration of the dividend.  Cash outflow during the period for the dividend was $3.0 million. A dividend 
of $8.8 million was accrued as at March 31, 2016 as it is payable to shareholders of record as at March 31, 
2016. 

11.      INCOME TAXES:  
Components of deferred tax assets: 
  March 31, 2016 December 31, 2015 
Deferred tax assets: 
Deferred financing fees  $       2,195   $           2,675  
Provision for loan losses           4,314              17,501  
Financing costs              153                   113  
Deferred share issue costs           2,787                3,040  

          9,449              23,329  
Deferred tax liabilities: 
Leasehold improvements               (21)                  (20) 
Recovery under the Catalyst guarantee         (2,057)             (9,406) 
Total recognized deferred tax assets  $       7,371   $         13,903  

 
12.      FAIR VALUES OF FINANCIAL INSTRUMENTS: 

Fair values and carrying values of financial instruments: 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date and in the principal market, or in its 
absence, the most advantageous market to which the Company has access.  The fair value of a liability 
reflects its non-performance risk.  Some of the Company's financial instruments lack an available trading 
market.  As such, the fair values of such instruments are based on estimates using discounted cash flows and 
other valuation techniques.  The fair values derived from such valuation techniques are significantly affected 
by the assumptions used to determine discount rates and the amount and timing of future cash flows.  Due to 
this estimation process and the need to use judgment, the aggregate fair value amounts should not be 
interpreted as being necessarily realizable in an immediate settlement of the financial instruments. 

The amounts in the following table represent the fair values and fair value hierarchy of all the financial 
instruments carried on the Company's consolidated statements of financial position: 

      
March 31, 

2016     
December 31, 

2015   

  Fair Value 
Carrying 

Value 
Fair Value 

Over Carrying Fair Value 
Carrying 

Value 
Fair Value 

Over Carrying 
Fair Value 
Hierarchy 

Assets 
Cash and cash equivalents  $       34,856   $       34,856   $          -    $    25,210   $  25,210   $          -   1 
        

Loans receivable         915,245          915,245               -        935,130     935,130               -   3 
Derivative assets             1,105              1,105               -            1,310         1,310               -   2 
Guarantee asset             7,243              7,243               -          34,755       34,755               -   3 
   $    958,449   $    958,449   $          -    $  996,405   $996,405   $          -     
Liabilities                                                     
Accounts payable and 
accrued liabilities  $       22,388   $       22,388   $          -    $    19,208   $  19,208   $          -   2 
        

Revolving credit facility         192,618          192,618               -        248,710     248,710               -   3 
Senior debt           46,904            46,904               -          45,279       45,279               -   3 
Subordinated bridge 
facility, due to Catalyst         219,745          219,745               -        291,479     291,479               -   3 

   $    481,655   $    481,655   $          -    $  604,676   $604,676   $          -     
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The above table categorizes financial instruments recorded at fair value on the consolidated statements of 
financial position into one of the three fair value hierarchy levels: 

• Level 1 - fair values are based on unadjusted quoted prices from an active market for identical assets or 
liabilities; 

• Level 2 - fair values are based on inputs other than quoted prices that are directly or indirectly 
observable in an active market; and 

• Level 3 - fair values are based on inputs not observable in the market.  

There were no transfers between levels during the period. The fair value hierarchy levelling is applicable for 
all periods.  

The following methods and assumptions are used to estimate the fair values of financial instruments: 

(i) The carrying value of cash and cash equivalents, revolving and non-revolving credit facilities, assets 
held for sale, the guarantee asset and accounts payable and accrued liabilities is a reasonable 
approximation of fair value because these instruments are either short-term in nature or re-priced to 
current market rates frequently. 

 (ii) The fair value of the loan portfolio is determined by aggregating the present value of the discounted 
cash flows factoring current interest rates and estimates of credit risk.  Discount rates used to determine 
the fair value of loans range between 6.0% and 35.0%. 

(iii) Fair values of derivative instruments are determined using pricing models, which take into account 
current market and contractual prices of underlying instruments, as well as time value and yield curve 
underlying the positions, which are observable.  Accordingly, such instruments are classified in Level 2 
of the fair value hierarchy. 

13. CONTINGENCIES: 
In the normal conduct of its lending operations, there are sometimes pending claims against the Company 
relating to its collateral.  Litigation is subject to many uncertainties and the outcome of individual matters is 
not predictable with assurance.  In the opinion of management, based on the advice and information 
provided by its legal counsel, final determination of any litigation exposure has been factored into the 
Company's loan loss provisioning.  There are no other types of claims against the Company which are 
expected to materially affect the Company's consolidated financial position or consolidated results of 
operations. 

14. FINANCIAL RISK MANAGEMENT: 
The Company's exposure to risks associated with financial instruments includes currency risk, interest rate 
risk, liquidity risk and credit risk and subordinated bridge facility. 

(a) Currency Risk: 
The Company is exposed to financial risks as a result of exchange rate fluctuations and the volatility of 
these rates.  This exposure is the result of indebtedness and related interest expense denominated in U.S. 
dollars, as well as assets and liabilities that will be settled in U.S. dollars.  The Company has entered 
into foreign exchange forward contracts to mitigate this risk (note 15). 

A change of 1% in the value of the Canadian dollar as compared to the U.S. dollar would result in an 
immaterial change to the Canadian equivalent amount of U.S. dollar foreign exchange exposure as at 
March 31, 2016 as the gain or loss on translation is offset by the mark-to-market value of the foreign 
exchange forward contracts. 
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(b) Interest Rate Risk: 
The Company is exposed to interest rate risk as it earns interest on its loans receivable and pays interest 
on its revolving credit facility and on its senior debt.   

The Company's loans receivable primarily bear interest at fixed rates, as do the Company's senior debt 
and subordinated bridge facility.  Any changes in interest rate indices will not have an impact on the 
Company's interest income and related expenses on these financial instruments.  

The Company's revolving credit facility is exposed to changes in interest rate indices.  The Company 
continues to monitor this interest rate gap.    

(c) Liquidity Risk: 
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated 
with its financial liabilities that are settled by delivering cash or another financial asset.   

The Company manages its liquidity risk by monitoring its operating requirements.  The Company 
prepares budget and cash forecasts to ensure it has sufficient funds to fulfill its obligations and actively 
pursues new sources of funding to meet liquidity needs.   

(d) Credit Risk: 
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations, and arises principally from the Company's loans and 
advances to its borrowers.  

The Company adheres to a credit evaluation process and requires collateral to support the loan. 

The Company actively monitors each loan, as appropriate depending on the risks. In most cases, the 
Company maintains control of the borrower’s deposit account through the use of blocked accounts, 
which facilitates loan repayment and reduces the risk of fraud. In structuring its loans, the Company 
generally relies on collateral such as inventory, receivables and fixed assets, and on enterprise value and 
other non-working capital assets, such as intellectual property of the borrower.  Financial results and 
collateral values are regularly monitored against business plans and industry trends. Frequent meetings 
with the borrowers’ management are combined with regular field audits.  Third party collateral 
appraisers generally confirm initial inventory and fixed asset values and professional restructuring 
advisors are involved, as necessary.  This system of collateral monitoring and management contact 
mitigates risk by acting as an early warning system of potential credit issues. Early detection of issues 
ensures that proactive remedies can be implemented. 

The net carrying amount of all loans are at least 100% collateralized as of March 31, 2016. 

15.      DERIVATIVES HELD FOR RISK MANAGEMENT: 
The table below analyzes derivatives held for risk management purposes by type of instrument. 

  Notional Amount* Fair Value Asset 

  
March 31, 

2016 
December 31, 

2015 
March 31, 

2016 
December 31, 

2015 

Foreign exchange forward contracts  $       144,000   $       135,000  
 $           

1,105   $           1,310  

1Amounts in thousands of U.S. dollars; all of the Company's forward contracts mature within 30 days of period end. 
 
16. SHARE-BASED PAYMENTS: 

The Company grants stocks options which vest evenly over a three-year period and are exercisable up to 10 
years from the date of grant.  As approved by the directors, a total of 10% of the total issued and outstanding 
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common shares of the Company have been reserved for issuance under the plan of which 5% have been 
awarded and remain outstanding as at March 31, 2016.  

The value of these options is recognized on a graded vesting basis except where the employee is eligible to 
retire prior to a tranche's vesting date, in which case the value is recognized between the grant date and the 
date the employee is eligible to retire. 

The amount recorded in contributed surplus as at March 31, 2016 was $9,314 (December 31, 2015 - $8,843).  
For the period ended March 31, 2016, an expense of $535 (2015 - $1,176) was recorded in the consolidated 
statements of income and comprehensive income. As at March 31, 2016, future unrecognized compensation 
cost for non-vested stock options was $2,594 (December 31, 2015 - $3,129), which is to be recognized over 
a weighted average period of 2.0 years (December 31, 2015 - 2.3 years). 

Significant assumptions used in valuing the options include a volatility rate of 37%, a dividend rate of 8.8%, 
an expected life assumption of 10 years, and a risk-free rate of 1.57%.   

The following table summarizes the weighted average exercise prices and the weighted average remaining 
contractual life of the balances of stock options outstanding at March 31, 2016. 

  Options Outstanding Options Exercisable 

Exercise Price ($) Options 

Weighted Average 
Remaining Contractual 

Life (Years) 
Weighted Average 
Exercise Price ($) Options 

Weighted Average 
Exercise Price ($) 

$3.41  656,663              6.74   $        3.41  656,663  $3.41  
$16.89  726,149              8.72           16.89        243,290           16.89  
$8.03  1,190,000              9.71             8.03                   -             8.03  
$7.99  116,847              9.80             7.99                   -             7.99  
  2,689,659              8.73   $        9.30  899,953   $        7.05  

For the year ended March 31, 2016, nil (2015 – nil) options were cancelled and forfeited. 

  
17.        ASSETS ACQUIRED FROM LOANS: 

The table below summarizes the assets acquired from loans: 
      

      March 31, 2016 December 31, 2015 

Assets held for sale  $           -    $    66,787  
Businesses acquired          33,727         35,580  
       $  33,727   $  102,367  

 
(a) Assets Held for Sale: 

In January 2015, one of the Company's borrowers emerged from formal restructuring proceedings in 
Canada and the U.S. as a going concern. As a result and under the terms of its secured creditor 
agreement, the Company gained control of the business of the borrower and had presented the net assets 
and liabilities of the business as assets held for sale.  

In March 2016, as approved by the independent members of the Board, the Company required payment 
by the Catalyst Funds of a guarantee (as described in note 9(c)) with respect to the Company’s assets 
held for sale in an amount equal to the total outstanding principal plus accrued and unpaid interest of 
$101.3 million. The Funds acquired the loan in question for an amount equal to the guarantee and are 
now the owners of the business and are actively restructuring it. The Company primarily used the 
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proceeds from the guarantee to repay a portion of the balance outstanding under the subordinated bridge 
facility.     

  
  Three Months Ended March 31 

      2016 2015 
Net loss from operations of assets held for sale  $   (1,417)  $    (1,424) 
Provision related to assets held for sale                  -                   -  
Recovery under the Catalyst guarantee             1,417           1,424  
       $             -   $              -  

 
(b) Businesses Acquired: 

In November 2015, one of the Company's borrowers emerged from formal restructuring proceedings in 
the U.S. as a going concern. As a result and under the terms of its secured creditor agreement, the 
Company gained control of the operating assets of the borrower and has presented the net assets and 
liabilities of these operating assets as businesses acquired.   

An amount of $1,099 was recorded in the statement of comprehensive income representing the net loss 
from the businesses acquired for the current period. 

As at March 31, 2016, the significant assets and liabilities of the businesses acquired consisted of the 
following: 

      

        March 31, 2016 
Significant assets: 
   Accounts receivable  $    1,934  
   Machinery & equipment      12,547  
   Land & building         5,152  
   Goodwill      12,818  
Significant liabilities: 
   Accounts payable and accrued liabilities         1,997  
   Short term notes                  857  

 
18.      CAPITAL REQUIREMENTS: 

The Company is required to maintain minimum excess working capital as prescribed by the OSC.  At March 
31, 2016 and December 31, 2015, the Company was in compliance with the OSC's requirement to maintain 
minimum capital of $100.   
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19.     TRANSFERS OF FINANCIAL ASSETS: 
As described in note 9, in connection with the Offering, the Company, CCGI, and certain funds managed by 
CCGI entered into a participation agreement.  Accordingly, effective April 2015, Catalyst Fund Limited 
Partnership V (“Catalyst Fund V”) began to participate in the funding of new loans originated by Callidus. 
The tables below provide a summary of the impact of derecognition on the Company’s financial statements. 

Statement of Financial Position 

As at March 31, 2016 
Before 

Derecognition 
Effect of 

Derecognition 
After 

Derecognition 
Cash and cash equivalents  $      34,856   $                -   $      34,856  
Income taxes receivable            4,886                     -              4,886  
Derivative assets            1,105                     -              1,105  
Assets acquired from loans          33,727                     -           33,727  
Loans receivable     1,062,232        (146,987)        915,245  
Deferred tax asset            7,371                     -              7,371  
Guarantee asset            8,002               (759)             7,243  
Other assets            2,895                     -              2,895  
   $ 1,155,074   $   (147,746)  $1,007,328  

Accounts payable and accrued liabilities(1)  $      18,587   $        3,801   $      22,388  
Income and other taxes payable           13,615                     -           13,615  
Borrower deposits                 76                     -                   76  
Deferred facility fees            8,283                     -              8,283  
Due to Catalyst Fund Limited Partnership V        122,232        (122,232)                      -  
Revolving credit facilities        209,692          (17,074)        192,618  
Senior debt          49,779            (2,875)          46,904  
Subordinated bridge facility, due to Catalyst        225,876            (6,131)        219,745  

       648,140        (144,511)        503,629  

Share capital        422,448                     -         422,448  
Contributed surplus            9,314                     -              9,314  
Retained earnings          75,547            (3,235)          72,312  
Accumulated other comprehensive loss             (375)                    -               (375) 
         506,934            (3,235)        503,699  
   $ 1,155,074   $   (147,746)  $1,007,328  

(1) Payable recognized pertains to the derecognized income owed to Catalyst Fund V as a result of the participation interest. 
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Statement of Comprehensive Income 
Three Months Ended March 31, 2016 

        Consolidated 
Effect of 

Derecognition 
After 

Derecognition 

Interest  $   51,833   $    (4,739)  $    47,094  
Fees and other               3,427            (981)          2,446  
              55,260         (5,720)        49,540  

Catalyst Fund Limited Partnerships        (7,915)             396          (7,519) 
Senior debt and revolving credit facilities              (4,671)             354          (4,317) 
             (12,586)             750       (11,836) 

Net interest income       42,674         (4,970)        37,704  

Provision for loan losses        (7,869)               19          (7,850) 
Recovery under the Catalyst guarantee        (1,010)             (19)         (1,029) 
Foreign exchange gain         1,380            (147)          1,233  
Income from assets acquired from loans        (1,099)                 -          (1,099) 
Catalyst's share of overhead expenses                       -           1,882           1,882  
               (8,598)          1,735          (6,863) 

Salaries and wages        (3,004)                 -          (3,004) 
Stock options expense           (535)                 -             (535) 
General and administrative               (2,333)                 -          (2,333) 
               (5,872)                 -          (5,872) 

Income before income taxes       28,204         (3,235)        24,969  

Current income taxes (expense) recovery        (1,365)                 -          (1,365) 
Deferred income taxes (expense) recovery              (6,532)                 -          (6,532) 
               (7,897)                 -          (7,897) 

Income and comprehensive income        $   20,307   $    (3,235)  $    17,072  

20.     EARNINGS PER SHARE: 
  

  Three Months Ended March 31 
      2016 2015 
Basic earnings per common share: 
Net income      $ 17,072   $ 15,989  
Weighted average number of common shares outstanding ('000s)         49,933      51,027  
Basic earnings per common share      $      0.34   $     0.31  

Diluted earnings per common share: 
Net income      $ 17,072   $ 15,989  
Weighted average number of common shares outstanding ('000s)     49,933      51,027  
Adjustments to average shares due to: 
   Share-based payment options and others               277           527  
Weighted average number of common shares outstanding ('000s)         50,210      51,554  
Diluted earnings per common share      $      0.34   $     0.31  
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21.   SUBSEQUENT EVENTS 
(a) In March 2016, Callidus’ Board of Directors (the “Board”) authorized a substantial issuer bid to 

purchase for cancellation up to 3,571,428 common shares at a purchase price of $14 per common 
share (the “Purchase Price”) for an aggregate purchase price not to exceed $50 million (the “Offer”).  
In April 2016, an issuer bid circular and related documents (the “Issuer Bid Circular”) in connection 
with the Offer was mailed to shareholders. 

(b) In May 2016, the Company received commitments from two syndicate lenders in the revolving credit 
facility to increase their respective commitments by US$37.5 million, increasing the existing facility 
to US$337.5 million in the aggregate.  Other terms of the facility are unchanged. 
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Form 52-109F2 
Certification of Interim Filings 

Full Certificate 
 
I, Newton Glassman, the Chief Executive Officer of Callidus Capital Corporation, acting in that capacity 
and without personal liability, certify the following: 

1. Review: I have reviewed the interim financial report and interim MD&A (together, the “interim 
filings”) of Callidus Capital Corporation (the “issuer”) for the interim period ended March 31, 
2016 

 
2.  No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the 

interim filings do not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances under which it was made, with respect to the period covered by the interim filings. 

 
3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim 

financial report together with the other financial information included in the interim filings fairly 
present in all material respects the financial condition, financial performance and cash flows of 
the issuer, as of the date of and for the periods presented in the interim filings.  

 
4. Responsibility: The issuer’s other certifying officer and I are responsible for establishing and 

maintaining disclosure controls and procedures (DC&P) and internal control over financial 
reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of 
Disclosure in Issuers’ Annual and Interim Filings, for the issuer. 

 
5. Design:  Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer’s other 

certifying officer(s) and I have, as at the end of the period covered by the interim filings 
 
(a)  designed DC&P, or caused it to be designed under our supervision, to provide reasonable 

assurance that  
 
(i) material information relating to the issuer is made known to us by others, 

particularly during the period in which the interim filings are being prepared; and 
 

(ii) information required to be disclosed by the issuer in its annual filings, interim 
filings or other reports filed or submitted by it under securities legislation is 
recorded, processed, summarized and reported within the time periods specified 
in securities legislation; and  

 
(b)  designed ICFR, or caused it to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with the issuer’s GAAP. 

 
5.1 Control framework:  The control framework the issuer’s other certifying officer and I used to 

design the issuer’s ICFR is the Internal Control – Integrated Framework (2013) published by 
The Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

 
5.2 ICFR – material weakness relating to design:  N/A 
 
5.3 Limitation on scope of design:  N/A 
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6. Reporting changes in ICFR: The issuer has disclosed in its interim MD&A any change in the 

issuer’s ICFR that occurred during the period beginning on January 1, 2016 and ended on March 
31, 2016 that has materially affected, or is reasonably likely to materially affect, the issuer’s 
ICFR.  

 
Date: May 11, 2016 
 
(signed) Newton Glassman 
 
Newton Glassman 
Chief Executive Officer 
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Form 52-109F2 
Certification of Interim Filings 

Full Certificate 
 
I, Dan Nohdomi, the Chief Financial Officer of Callidus Capital Corporation, acting in that capacity and 
without personal liability, certify the following: 

1. Review: I have reviewed the interim financial report and interim MD&A (together, the “interim 
filings”) of Callidus Capital Corporation (the “issuer”) for the interim period ended March 31, 
2016 

 
2.  No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the 

interim filings do not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances under which it was made, with respect to the period covered by the interim filings. 

 
3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim 

financial report together with the other financial information included in the interim filings fairly 
present in all material respects the financial condition, financial performance and cash flows of 
the issuer, as of the date of and for the periods presented in the interim filings.  

 
4. Responsibility: The issuer’s other certifying officer and I are responsible for establishing and 

maintaining disclosure controls and procedures (DC&P) and internal control over financial 
reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of 
Disclosure in Issuers’ Annual and Interim Filings, for the issuer. 

 
5. Design:  Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer’s other 

certifying officer(s) and I have, as at the end of the period covered by the interim filings 
 
(a)  designed DC&P, or caused it to be designed under our supervision, to provide reasonable 

assurance that  
 
(i) material information relating to the issuer is made known to us by others, 

particularly during the period in which the interim filings are being prepared; and 
 

(ii) information required to be disclosed by the issuer in its annual filings, interim 
filings or other reports filed or submitted by it under securities legislation is 
recorded, processed, summarized and reported within the time periods specified 
in securities legislation; and  

 
(b)  designed ICFR, or caused it to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with the issuer’s GAAP. 

 
5.1 Control framework:  The control framework the issuer’s other certifying officer and I used to 

design the issuer’s ICFR is the Internal Control – Integrated Framework (2013) published by 
The Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

 
5.2 ICFR – material weakness relating to design:  N/A 
 
5.3 Limitation on scope of design:  N/A 
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6. Reporting changes in ICFR: The issuer has disclosed in its interim MD&A any change in the 

issuer’s ICFR that occurred during the period beginning on January 1, 2016 and ended on March 
31, 2016 that has materially affected, or is reasonably likely to materially affect, the issuer’s 
ICFR.  

 
Date: May 11, 2016 
 
(signed) Dan Nohdomi 
 
Dan Nohdomi 
Chief Financial Officer 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Financial Position (Unaudited) 
(Expressed in thousands of Canadian dollars)  

 
  June 30, 2016 December 31, 2015 
Assets 
     Cash and cash equivalents  $        41,678   $         25,210  
     Income taxes receivable (note 11)             11,118                6,068  
     Derivative assets (note 15)                        -                1,310  
     Assets acquired from loans (note 6 and 17)             95,396            102,367  
     Loans receivable (note 5 and 6)          825,569            935,130  
     Derivative assets associated with loans (note 3 and 5)             32,000                        -  
     Deferred tax asset (note 11)               1,010              13,903  
     Guarantee asset (note 9)             14,336              34,755  
     Other assets               2,925                3,055  
   $   1,024,032   $    1,121,798  

Liabilities and Shareholders' Equity 
Liabilities: 
     Accounts payable and accrued liabilities (note 9)  $        20,619   $         19,208  
     Income and other taxes payable (note 11)                        -              15,413  
     Borrower deposits                  190                   142  
     Deferred facility fees               7,534              10,096  
     Derivative liabilities (note 15)               1,900                        -  
     Deferred tax liability (note 11)               2,384                        -  
     Revolving credit facility (note 8)          158,571            248,710  
     Senior debt (note 7)             46,951              45,279  
     Subordinated bridge facility, due to Catalyst (note 7)          260,799            291,479  

         498,948            630,327  
Shareholders' equity: 
     Share capital (note 10)          428,515            416,750  
     Contributed surplus (note 16)               5,572                8,843  
     Retained earnings             91,784              64,007  
     Accumulated other comprehensive (loss) income                 (787)               1,871  

         525,084            491,471  

Contingencies (note 13)                        -                        -  
   $   1,024,032   $    1,121,798  

 See accompanying notes to condensed consolidated interim financial statements. 
 
 
Approved on behalf of the Board: 
 
 
“Newton Glassman”                                        “Tibor Donath” 
Chairman and CEO                                            Director 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Income and Comprehensive Income (Unaudited) 
(Expressed in thousands of Canadian dollars, except per share information) 
 
Consolidated Statement of Income         

Three Months Ended 
June 30 

Six Months Ended 
June 30 

(Note 19) 2016 2015 2016 2015 
 

Revenue: 
     Interest  $ 39,897   $  36,237   $   86,991   $69,021  
     Fees and other        6,034         3,092          8,480       5,399  

     45,931       39,329        95,471     74,420  
Interest expense and participation fees: 
     Catalyst Fund Limited Partnerships      (6,423)      (3,844)     (13,942)     (7,414) 
     Senior debt and revolving credit facilities      (3,826)      (4,658)        (8,143)     (9,054) 
     (10,249)      (8,502)     (22,085)   (16,468) 

Net interest income      35,682       30,827        73,386     57,952  

Other income (expenses): 
     Provision for loan losses (note 6)    (14,354)      (3,215)     (22,204)     (2,800) 
     Recovery under the Catalyst guarantee (note 9)        8,531         3,018          7,502       2,424  
     Gain on derivative assets associated with loans (note 3)      32,000                 -        32,000               -  
     Foreign exchange gain (loss)           281          (485)         1,514          128  
     Loss from assets acquired from loans (note 17)      (5,097)                -         (6,196)              -  
     Catalyst's share of overhead expenses (note 19)        2,487            123          4,369          123  

     23,848          (559)       16,985         (125) 
Non-interest expenses: 
     Salaries and wages      (3,057)      (2,293)        (6,061)     (4,315) 
     Stock options expense (note 16)          (597)      (1,130)        (1,132)     (2,306) 
     General and administrative       (2,579)      (1,842)        (4,912)     (3,530) 
       (6,233)      (5,265)     (12,105)   (10,151) 

Income before income taxes      53,297       25,003        78,266     47,676  

Income taxes (expense) recovery:  
     Current      (7,091)      (7,013)        (8,456)   (13,373) 
     Deferred      (8,745)           400      (15,277)           76  
     (15,836)      (6,613)     (23,733)   (13,297) 

Net income  $ 37,461   $  18,390   $   54,533   $34,379  

Earnings per common share (dollars) 
     Basic (note 20)  $      0.74   $      0.36   $       1.08   $    0.67  
     Diluted (note 20)  $      0.73   $      0.36   $       1.08   $    0.67  

Consolidated Statement of Comprehensive Income         
Net income  $ 37,461   $  18,390   $   54,533   $34,379  
Other comprehensive income (loss) net of tax: 
     Items that may be reclassed to profit and loss: 
          Foreign currency translation loss on foreign operations          (412)                -         (2,658)              -  
Comprehensive income  $ 37,049   $  18,390   $   51,875   $34,379  
 

See accompanying notes to condensed consolidated interim financial statements. 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Changes in Equity (Unaudited) 
(Expressed in thousands of Canadian dollars) 

 
  Share Capital  Contributed Retained Accumulated Other   
  Amount Surplus Earnings Comprehensive Income Total 

 Balance, January 1, 2015  $      428,291   $       7,631   $    31,908   $                -    $ 467,830  

Net income                     -                    -         34,379                       -         34,379  

Shares issued              3,274          (2,279)                 -                       -              995  

Shares cancelled            (8,249)                   -         (5,816)                      -       (14,065) 

Stock options expense (note 16)                     -            2,306                  -                       -           2,306  

Balance, June 30, 2015  $      423,316   $       7,658   $    60,471   $                -    $ 491,445  

Balance, January 1, 2016  $      416,750   $       8,843   $    64,007   $          1,871   $ 491,471  

Net income                     -                    -         54,533                       -         54,533  

Dividends                     -                    -       (18,923)                      -       (18,923) 

  Shares issued            22,172          (4,403)                 -                       -         17,769  

Shares cancelled          (10,407)                   -         (7,833)                      -       (18,240) 

Stock options expense (note 16)                     -            1,132                  -                       -           1,132  

Other comprehensive loss                     -                    -                  -             (2,658)        (2,658) 

Balance, June 30, 2016  $      428,515   $       5,572   $    91,784   $           (787)  $ 525,084  

See accompanying notes to condensed consolidated interim financial statements. 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Cash Flows (Unaudited) 
(Expressed in thousands of Canadian dollars)  
 

  
Three Months Ended June 30 Six Months Ended June 30 

  2016 2015 2016 2015 
Cash provided by (used in): 
Operating activities: 
     Income for the period  $   37,461   $   18,390   $  54,533   $  34,379  
     Items not involving cash: 
           Stock options expense             597          1,130          1,132         2,306  
           Provision for loan losses       14,354          3,215        22,204         2,800  
     Change in non-cash operating items: 
           Change in loans receivable, net of repayments       75,322      (96,158)       87,357    (108,632) 
           Derivative assets associated with loans     (32,000)                 -      (32,000)           466  
           Income taxes receivable        (6,232)                 -        (5,050)                -  
           Deferred taxes         8,745           (400)       15,277             (76) 
           Assets acquired from loans     (61,669)       (5,591)         6,971      (68,194) 
           Guarantee asset        (7,093)       (4,519)       20,419        (5,347) 
           Other assets             (30)       (1,036)            130           (943) 
           Accounts payable and accrued liabilities         2,806        (4,671)         5,986        (5,294) 
           Deferred facility fees           (749)         1,115        (2,562)        1,646  
           Derivative liabilities         3,005        (1,316)         3,210         2,260  
           Income and other taxes payable     (13,615)     (24,705)     (15,413)     (18,356) 
           Borrower deposits             114             (84)               48           (125) 
           Other           (408)                 -        (2,785)                -  
        20,608    (114,630)    159,457    (163,110) 
Financing activities: 

     Dividends        (4,498)                 -        (7,528)                -  
     Net (repayment) draw on revolving credit facility     (34,047)     (29,820)     (90,139)      51,423  
     Change in senior debt               47                 9          1,672              47  
     Issuance of share capital         1,897             995          1,925            995  
     Repurchase of share capital     (18,239)     (14,065)     (18,239)     (14,065) 
     Net draw (repayments) on subordinated bridge facility       41,054      128,117      (30,680)    104,741  

    (13,786)       85,236    (142,989)    143,141  

Increase (decrease) in cash and cash equivalents         6,822      (29,394)       16,468      (19,969) 

Cash and cash equivalents, beginning of period       34,856        69,061        25,210       59,636  
Cash and cash equivalents, end of period  $   41,678   $   39,667   $  41,678   $  39,667  

Cash and cash equivalents is composed of the following: 
     Cash  $   39,778   $   37,407   $  39,778   $  37,407  
     Restricted cash         1,900          2,260          1,900         2,260  
   $   41,678   $   39,667   $  41,678   $  39,667  

 
See accompanying notes to condensed consolidated interim financial statements.
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1. REPORTING ENTITY: 
Callidus Capital Corporation ("Callidus" or the “Company”) is a company domiciled in Canada and was 
incorporated under the Business Corporations Act (Ontario). These condensed consolidated interim financial 
statements comprise Callidus and its subsidiaries (together referred to as the “Company”). The Company 
operates a specialty finance business that provides senior secured asset-based loans and lending services to 
mid-market companies operating in Canada and the United States.  Callidus is headquartered in Toronto, 
Ontario, Canada.  The Company is registered as an investment fund manager and an exempt market dealer 
with the Ontario Securities Commission (“OSC”). 

 
2. BASIS OF PRESENTATION: 

(a) Statement of Compliance: 
These condensed consolidated interim financial have been prepared in accordance with IAS 34, Interim 
Financial Reporting. 

The condensed consolidated interim financial have been approved for issue by the Board of Directors on 
August 4, 2016. 

(b) Basis of Measurement: 
The condensed consolidated interim financial statements have been prepared on a historical cost basis 
except for derivative instruments which are measured at fair value. 

(c) Functional and Presentation Currency: 
These condensed consolidated interim financial statements are presented in thousands of Canadian 
dollars, which is also the Company's functional currency.   

(d) Use of Estimates and Judgments: 
The preparation of the condensed consolidated interim financial statements in conformity with IFRS 
requires management to make judgments, estimates and assumptions that affect the application of 
accounting policies and the reported amounts of assets, liabilities, income and expenses.  Actual results 
may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting 
estimates are recognized in the period in which the estimates are revised and in any future periods 
affected. 

Significant areas of estimation uncertainty and critical judgments in applying accounting policies that 
have the most significant effect on the amounts recognized in the condensed consolidated interim 
financial statements include the allowance for loan losses, measurement of separated embedded 
derivatives including options, derecognition and the Company's assessment of consolidation under IFRS 
10, Consolidated Financial Statements, of certain loans in its loan portfolio. 
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3.        SIGNIFICANT ACCOUNTING POLICIES: 
These condensed consolidated interim financial statements have been prepared in accordance with IAS 34. 
They should be read in conjunction with the 2015 Audited Financial Statements. The significant accounting 
policies used in the preparation of these condensed interim consolidated financial statements are consistent 
with those described in note 3 to the Company’s 2015 Audited Financial Statements.  
(a) Change in Accounting Policies: 

i. Embedded Derivatives 
Derivatives embedded in other financial instruments or host contracts, such as certain yield 
enhancements, are treated as separate derivatives when their economic characteristics and risks 
are not closely related to those of the host contract, a separate instrument with the same terms as 
the embedded derivative would meet the definition of a derivative and the combined contract is 
not accounted for at fair value through profit or loss. 
 
Embedded derivatives that must be separately accounted for are recorded at fair value in the 
Consolidated Statement of Financial Position with changes in fair value recognized in in the 
Consolidated Statement of Income. 
 

4. FUTURE ACCOUNTING DEVELOPMENTS: 
(a) Financial Instruments (IFRS 9): 

IFRS 9 (2014) addresses classification and measurement of financial assets and liabilities, including 
impairment of financial assets, and hedge accounting.  Under this standard, financial assets are 
classified and measured based on the business model in which they are held and the characteristics of 
their contractual cash flows.  The accounting model for financial liabilities is largely unchanged from 
IAS 39 except for the presentation of the impact of own credit risk on financial liabilities designated at 
fair value through profit or loss account.  The new impairment model is an expected loss model as 
against an incurred loss model in IAS 39.   

IFRS 9 is mandatorily effective for annual periods beginning on or after January 1, 2018.  The 
Company is in the process of evaluating the impact of IFRS 9 on the Company’s financial statements. 
 

(b) Revenue from Contracts with Customers (IFRS 15): 
The IASB issued IFRS 15, Revenue from Contracts with Customers, which is effective for fiscal years 
beginning on January 1, 2018 and is available for early adoption.  IFRS 15 will replace IAS 11, 
Construction Contracts, IAS 18, Revenue, IFRIC 13, Customer Loyalty Programs, IFRIC 15, 
Agreements for the Construction of Real Estate, IFRIC 18, Transfer of Assets from Customers, and SIC 
31, Revenue – Barter Transactions Involving Advertising Services. 

The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time.  The model features a contract-based five-step 
analysis of transactions to determine whether, how much and when revenue is recognized.  New 
estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing 
of revenue recognized. 

The Company is in the process of evaluating the impact of IFRS 15 on the Company’s financial 
statements. 
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(c) Annual Improvements to IFRS: 
On September 25, 2014 the IASB issued narrow-scope amendments to a total of four standards as part 
of its annual improvements process. The amendments will apply for annual periods beginning on or 
after January 1, 2016. Earlier application is permitted, in which case, the related consequential 
amendments to other IFRSs would also apply. Amendments were made to clarify the following: 

• Changes in method for disposal under IFRS 5, Non-current Assets Held for Sale and Discontinued 
Operations; 

• “Continuing involvement” for servicing contracts and offsetting disclosures in financial statements 
under IFRS 7, Financial Instruments: Disclosures; 

• Discount rate in a regional market sharing the same currency under IAS, 19 Employee Benefits;  
• Disclosure of information “elsewhere in the financial report” under IAS 34, Financial Reporting. 

The Company has determined that the impact of the amendments is not material to the financial 
statements. 

 
5.        LOANS RECEIVABLE AND ASSOCIATED DERIVATIVE ASSETS: 

Loans and advances to customers are measured at amortized cost, which is net of allowance for loan losses. 
Certain yield enhancements are measured at fair value. 

Total loans receivables and the associated derivative assets are as follows: 

  June 30, 2016 December 31, 2015 

Loans receivable  $    825,569   $    935,130  
Derivative assets associated with loans           32,000                    -  
   $    857,569   $    935,130  

The contractual maturity of loans receivables is as follows: 
Contractual Maturity June 30, 2016 December 31, 2015 

0 - 3 months  $    362,175   $    573,060  
4 - 6 months         108,489           92,562  
7 - 12 months           65,237         111,357  
13 months or more         289,668         158,151  
    

   $    825,569   $    935,130  

The loans can be prepaid subject to prepayment penalties.  The total credit facilities before derecognition 
available to borrowers subject to borrowing base availability at June 30, 2016 were $1,497,089 (December 
31, 2015 - $1,645,298). Of the total loan balance noted in the table above, $391,826 related to watch-list 
loans (December 31, 2015 - $292,229) and was subject to the Catalyst guarantee (note 9(c)).   

The loans receivable earn interest at fixed rates.  For the current year-to-date period, the loan portfolio 
generated a blended gross yield, including all interest and fees of approximately 20% (2015 – 19%).  The 
loans are generally senior secured credit facilities with revolving and non-revolving facilities secured by a 
first charge on substantially all of the borrowers' assets. 
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6. LOAN LOSS ALLOWANCE: 
As at June 30, 2016, the Company has an allowance for loan losses of $61,052 (December 31, 2015 - 
$43,307), which is offset against loans receivable on the consolidated statements of financial position.   

  June 30, 2016 December 31, 2015 
Allowance for loan losses 
Balance, beginning of period  $   43,307   $   29,139  
Changes for the period: 
     Specific individual loan loss provisions       22,204        38,215  
     Collective allowances                   -        (2,562) 
     Provision related to assets acquired from loans        (4,459)     (10,169) 
Write-offs for the period:                   -      (11,316) 
Ending allowance for loan losses  $   61,052   $   43,307  
Impairment on assets acquired from loans 
Balance, beginning of period  $   13,169   $           -   
Changes for the period: 
     Impairment classified as allowance for loan losses          4,459        10,169  
     Provision related to assets held for sale          3,453          3,000  
Write-offs for the period:      (13,169)                 -  
Ending allowance for impairment on assets acquired from 
loans 

 $     7,912   $   13,169  
Balance, end of period  $   68,964   $   56,476  

The specific loan loss provisions of $22,204 related to watch-listed loans relate to a pool of loans with gross 
loans receivables of $180,543. 

In March 2016, as approved by the independent members of the Board, the Company required payment by 
the Catalyst Funds of a guarantee (as described in note 9(c)) with respect to the Company’s assets held for 
sale in an amount equal to the total outstanding principal plus accrued and unpaid interest of $101.3 million. 
The Catalyst Funds acquired the assets in question for an amount equal to the guarantee and are now the 
owners of the business and are actively restructuring it. As a result of the transaction, the impairment 
associated with the asset held for sale was written off in the current year.   

7.        TERM DEBT:  
  June 30, 2016 December 31, 2015 
      

Senior debt  $         47,116   $         45,555  
Less: associated transaction costs                  (165)                (276) 
               46,951              45,279  
Subordinated bridge facility, due to Catalyst           260,799            291,479  
   $       307,750   $       336,758  

The amounts due on the senior debt represent a senior secured non-revolving term loan for $50 million.  The 
loan matures March 31, 2017, and bears a fixed rate of interest of 8.419% which was based on Government 
of Canada bond rate at the time of issuance plus 5.75%.  The loan has a first priority charge over a portion of 
the assets of the Company.  The Company was in compliance with its financial covenants at June 30, 2016 
and December 31, 2015. 

The Company paid $584 in transaction costs in 2011 and an additional $169 in 2014 associated with the 
senior debt, which have been deferred and are being amortized into interest expense over the term of the 
loan using the effective interest rate method.    
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In December 2014, the Company obtained a US$200 million revolving unsecured subordinated bridge 
facility from Catalyst.  The facility carries an interest rate of 8% per annum plus an annual fee equal to 1.5% 
of the maximum amount available under the facility and a standby fee equal to 1% per annum of undrawn 
amounts.  The facility matures April 30, 2017 and can be repaid in full by the Company at any time without 
penalty.  In September 2015, the Company increased the amount of its revolving unsecured subordinated 
bridge facility by US$50 million to US$250 million. 

 
8.        REVOLVING CREDIT FACILITY: 

The Company has a US$337.5 million revolving credit facility (the “revolving credit facility”) to finance a 
portion of the loan portfolio pledged by a special purpose financing vehicle wholly-owned by Callidus. The 
revolving credit facility may be drawn in either Canadian or U.S. dollars and provides for an aggregate of 
US$281.25 million of Class A loans and US$56.25 million of Class B loans. The Class A loans and the 
Class B loans (together the “Loans”) are subject to borrowing base availability dependent on certain eligible 
loans receivable balances approved by the lender.  

The Loans are also subject to a minimum utilization of 50%, measured quarterly and bear interest at an 
applicable base rate (bankers’ acceptance for Canadian dollar loans and LIBOR for U.S. dollar loans) plus a 
margin of 2.75% and 6.25% for the Class A Loans and Class B Loans, respectively.  

The revolving credit facility matures January 15, 2019, and contains a two-year revolving period, followed 
by a two-year amortization period. The revolving period may be extended subject to lender approval. 
Additionally, there is a non-call period to the end of the revolving period. If Callidus has requested an 
extension to the facility and the lender has denied the request, the facility may be repaid in full without 
penalty. 

In January 2015, the Company increased the amount of its revolving credit facility by US$62.5 million to 
US$262.5 million in the aggregate.  In April 2015, the Company increased the amount of the revolving 
credit facility by a further US$37.5 million to US$300 million in the aggregate. In May 2016, the Company 
increased the amount of the revolving credit facility by a further US$37.5 million to US$337.5 million in the 
aggregate.   

The Company was in compliance with its financial covenants at June 30, 2016 and December 31, 2015. 
 
9.        RELATED PARTY TRANSACTIONS: 

The following transactions have occurred between the Company and its related parties other than as noted 
elsewhere in these financial statements. 

 (a) Relationships: 
The Catalyst Capital Group Inc. (“CCGI”) and funds managed by it (collectively "Catalyst") own 
approximately 64.0% of the issued and outstanding shares of the Company as at June 30, 2016. 

The Chief Executive Officer of Catalyst, Newton Glassman, is the Chief Executive Officer, Chair of the 
Board of Directors and Chair of the Credit Committee of the Company. 

 (b)  Catalyst Participation Interest: 
In connection with the initial public offering of the Company’s shares in 2014 (the “Offering”), and 
repayment of the Catalyst debenture at that time, Catalyst Fund IV obtained an approximate 18% 
undivided interest at the time of the Offering in the loan portfolio of the Company.  The participation 
agreement provided that the Company was not entitled to the risks or rewards related to Catalyst Fund 
IV’s participation interest in the loan portfolio. Consequently, the portion of the loans corresponding to 
Catalyst Fund IV’s participation interest was derecognized from the financial statements during fiscal 
2014.  
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The participation agreement also provided that in the event that Catalyst Fund IV wished to sell its 
participation interest in the loan portfolio, the Company had the option to acquire all or part of Fund 
IV’s participation interest in the loan portfolio at par plus accrued interest and fees. In December 2014, 
the Company acquired all of the Fund’s participation interest in the loan portfolio at par plus accrued 
interest and fees in exchange for issuance of 2,335,357 common shares of the Company, at a price of 
$21.41 per common share, as well as a cash payment of approximately $821 as a post-closing 
adjustment for foreign exchange.   

The agreements entered into at the time of the Offering also permit other Catalyst Funds to participate 
in the Company’s loan portfolio in the future within certain limits generally determined based upon the 
Company’s available capital.  In the event that other Catalyst funds participate, similar arrangements are 
in place in the agreement providing the Company with the option to purchase such participations on the 
same terms in the event that the Funds wish to sell and with respect to guarantees as described below.   

In accordance with the terms of the participation agreement, entered into in connection with Callidus' 
initial public offering, effective April 2015, Catalyst Fund V began to participate in the funding of new 
loans originated by Callidus.  This provides Callidus with access to additional funds to fund the 
expansion of the Company’s loan portfolio (note 19). 

(c) The Catalyst Guarantees: 
In connection with the repayment of the Catalyst debenture at the time of the Offering, the Catalyst 
Funds (the “Funds”) agreed to guarantee any losses incurred by the Company on loans in the portfolio 
at the time of the Offering.  The guarantee covers losses of principal incurred by the Company on 
certain specified loans until fully realized (“watch-list loans”). Watch-list loans are identified by 
management as subject to heightened monitoring due to the financial condition of the borrowers. All 
other loans in the portfolio at the time of the Offering were also guaranteed for any losses of principal 
until such time as the loans were renewed by the Company at their next scheduled credit review.    

As noted above, in December 2014, the Company acquired all of the Funds’ participation interest, 
outstanding at the time, in the loan portfolio at par plus accrued interest and fees.  The participation 
agreement also provided that in the event that the Company purchased Catalyst Fund IV’s participation 
interest, Fund IV agreed to provide a guarantee that covered Catalyst's percentage ownership interest in 
the relevant loans at the time of the acquisition.  The guarantee covers losses of principal until fully 
realized on watch-list loans at the time of acquisition and losses of principal on all other loans until such 
loans are renewed at the next scheduled review.    

Neither guarantee generally applies to accrued and unpaid interest.  The Company normally requires 
that its borrowers agree to a cash sweep arrangement so that their cash will be subject to the Company’s 
control.  The Company and Catalyst have agreed that the Company will operate the cash sweep so that 
the first application of a borrower's cash will be to currently due accrued and unpaid interest and fees 
and secondly to principal and any other amounts due.  These cash sweep arrangements are intended to 
minimize losses in relation to interest and fees. 

As at June 30, 2016, the Company recorded a guarantee asset of $14,336 related to the Catalyst 
guarantee.  During the year-to-date period, $26,483 (2015 – $10,916) was received under the Catalyst 
guarantee. 

 (d) Other Transactions during the Period: 
During the three and six months period ended June 30, 2016, commitment fees of $1,262 and $2,491 
(2015 - $919 and $1,833), respectively, were paid or accrued to Catalyst.  Interest expense also includes 
$5,002 and $11,261 (2015 - $2,654 and $4,989), respectively, paid and accrued to Catalyst.  All 
transactions are in the normal course of operations and are measured at the exchange amount, which is 
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the amount of consideration established and agreed to by the related parties. As at June 30, 2016, 
accounts payable and accrued liabilities included $8,025 (December 31, 2015 - $1,689) representing the 
unpaid portion of net income due to the Fund’s participation interest in the loan portfolio (note 19).  

In March 2016, as approved by the independent members of the Board, the Company required payment 
by the Catalyst Funds of a guarantee with respect to the Company’s assets held for sale. The Catalyst 
Funds acquired the loan in question for an amount equal to the guarantee and are now the owners of the 
business and are actively restructuring it. The Company primarily used the proceeds from the guarantee 
to repay a portion of the balance outstanding under the subordinated bridge facility. 

 (e)  Key Management Personnel Compensation: 
No compensation is paid by the Company to its Chief Executive Officer.  Other key management 
personnel compensation comprised the following:  

Three Months Ended June 30 Six Months Ended June 30 
  2016 2015 2016 2015 
Short-term employee benefits  $     737   $     651   $   1,474   $ 1,302  
Share-based payments          167          341           326         682  
   $     904   $     992   $   1,800   $ 1,984  

 
10.     SHARE CAPITAL: 

    June 30, 2016   December 31, 2015 
  Shares  Amount  Shares  Amount  
Common shares outstanding, beginning of year   49,354,355   $ 416,750    51,026,754   $    428,291  
Issue of common shares     2,072,952         22,172         888,997           10,011  
Purchase and cancellation of common shares    (1,118,902)      (10,407)   (2,561,396)        (21,552) 
Common shares outstanding, end of year 50,308,405  $ 428,515  49,354,355  $    416,750  

In August 2015, the Company adopted a dividend policy pursuant to which the Company would declare and 
pay quarterly cash dividends to holders of its outstanding common shares of record as of the close of 
business on the last business day of each calendar quarter.  In addition, the Company implemented a 
dividend reinvestment plan (“DRIP”) pursuant to which eligible shareholders may elect to automatically 
reinvest their cash dividends payable in respect of the common shares to acquire additional common shares.  
During the current year-to-date period, 1.5 million shares were granted to those who elected to participate in 
the DRIP. Catalyst elected to participate in the DRIP on 100% of their shareholdings of the Company and, 
therefore, received 1.4 million shares in consideration of the dividend.  Cash outflow during the year-to-date 
period for the dividend was $7.5 million.  In April 2016, the Company adopted a dividend policy pursuant to 
which it would declare and pay monthly dividends in lieu of quarterly dividends and at the annual rate as 
was previously the case.  In May 2016, the Company increased the amount of its aggregate annual dividend 
to $1.00 per share. A dividend of $4.2 million was accrued as at June 30, 2016 as it is payable to 
shareholders of record as at June 30, 2016. 

In March 2016, Callidus’ Board of Directors (the “Board”) authorized a substantial issuer bid to purchase 
for cancellation up to 3,571,428 common shares at a purchase price of $14 per common share (the “Purchase 
Price”) for an aggregate purchase price not to exceed $50 million (the “Offer”).  In April 2016, an issuer bid 
circular and related documents (the “Issuer Bid Circular”) in connection with the Offer was mailed to 
shareholders. In June 2016, the Board authorized an increase to the purchase price under the Offer from 
$14.00 per share to $15.50 per share. Under the revised Offer, the aggregate maximum purchase price 
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payable by Callidus is $55.4 million.  During the current year-to-date period, 1.1 million shares were 
purchased and cancelled under the revised Offer. 

 
11.      INCOME TAXES:  

Components of deferred tax liabilities: 
  June 30, 2016 December 31, 2015 
Deferred tax assets: 
Deferred financing fees  $       1,996   $           2,675  
Allowance for loan losses           5,611              17,501  
Financing costs              190                   113  
Deferred share issue costs           2,533                3,040  

        10,330              23,329  
Deferred tax liabilities: 
Leasehold improvements               (21)                  (20) 
Recovery under the Catalyst guarantee         (3,273)             (9,406) 
Derivative assets associated with loans         (8,410)                       -  
Total recognized deferred tax asset (liability)  $     (1,374)  $         13,903  

 
12.      FAIR VALUES OF FINANCIAL INSTRUMENTS: 

Fair values and carrying values of financial instruments: 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date and in the principal market, or in its 
absence, the most advantageous market to which the Company has access.  The fair value of a liability 
reflects its non-performance risk.  Some of the Company's financial instruments lack an available trading 
market.  As such, the fair values of such instruments are based on estimates using discounted cash flows and 
other valuation techniques.  The fair values derived from such valuation techniques are significantly affected 
by the assumptions used to determine discount rates and the amount and timing of future cash flows.  Due to 
this estimation process and the need to use judgment, the aggregate fair value amounts should not be 
interpreted as being necessarily realizable in an immediate settlement of the financial instruments. 

The amounts in the following table represent the fair values and fair value hierarchy of all the financial 
instruments carried on the Company's consolidated statements of financial position: 
 

      June 30, 2016     December 31, 2015   

  Fair Value 
Carrying 

Value 
Fair Value 

Over Carrying Fair Value 
Carrying 

Value 
Fair Value Over 

Carrying 
Fair Value 
Hierarchy 

Assets 

Cash and cash equivalents  $   41,678   $       41,678   $          -    $    25,210   $  25,210   $          -   1 
Loans receivable     825,569          825,569               -        935,130     935,130               -   3 
Derivative assets 
associated with loans        32,000            32,000               -                    -                 -               -   2 
Derivative assets                 -                      -                -            1,310         1,310               -   2 
Guarantee asset        14,336            14,336               -          34,755       34,755               -   3 
   $ 913,583   $    913,583   $          -    $  996,405   $996,405   $          -     
Liabilities                                         
Accounts payable and 
accrued liabilities  $   20,619   $       20,619   $          -    $    19,208   $  19,208   $          -   2 
Derivative liabilities          1,900              1,900               -                    -                 -               -   2 
Revolving credit facility     158,571          158,571               -        248,710     248,710               -   3 
Senior debt        46,951            46,951               -          45,279       45,279               -   3 
Subordinated bridge 
facility, due to Catalyst     260,799          260,799               -        291,479     291,479               -   3 

   $ 488,840   $    488,840   $          -    $  604,676   $604,676   $          -     
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The above table categorizes financial instruments recorded at fair value on the consolidated statements of 
financial position into one of the three fair value hierarchy levels: 

• Level 1 - fair values are based on unadjusted quoted prices from an active market for identical assets or 
liabilities; 

• Level 2 - fair values are based on inputs other than quoted prices that are directly or indirectly 
observable in an active market; and 

• Level 3 - fair values are based on inputs not observable in the market.  

There were no transfers between levels during the period. The fair value hierarchy levelling is applicable for 
all periods.  

The following methods and assumptions are used to estimate the fair values of financial instruments: 

(i) The carrying value of cash and cash equivalents, revolving and non-revolving credit facilities, assets 
held for sale, the guarantee asset and accounts payable and accrued liabilities is a reasonable 
approximation of fair value because these instruments are either short-term in nature or re-priced to 
current market rates frequently. 

 (ii) The fair value of the loan portfolio is determined by aggregating the present value of the discounted 
cash flows factoring current interest rates and estimates of credit risk.  Discount rates used to determine 
the fair value of loans range between 6.0% and 35.0%. 

(iii) Fair values of derivative instruments are determined using pricing models, which take into account 
current market and contractual prices of underlying instruments, as well as time value and yield curve 
underlying the positions, which are observable.  Accordingly, such instruments are classified in Level 2 
of the fair value hierarchy. 

13. CONTINGENCIES: 
In the normal conduct of its lending operations, there are sometimes pending claims against the Company 
relating to its collateral.  Litigation is subject to many uncertainties and the outcome of individual matters is 
not predictable with assurance.  In the opinion of management, based on the advice and information 
provided by its legal counsel, final determination of any litigation exposure has been factored into the 
Company's loan loss provisioning.  There are no other types of claims against the Company which are 
expected to materially affect the Company's consolidated financial position or consolidated results of 
operations. 

14. FINANCIAL RISK MANAGEMENT: 
The Company's exposure to risks associated with financial instruments includes currency risk, interest rate 
risk, liquidity risk and credit risk. 

(a) Currency Risk: 
The Company is exposed to financial risks as a result of exchange rate fluctuations and the volatility of 
these rates.  This exposure is the result of indebtedness and related interest expense denominated in U.S. 
dollars, as well as assets and liabilities that will be settled in U.S. dollars.  The Company has entered 
into foreign exchange forward contracts to mitigate this risk (note 15). 

A change of 1% in the value of the Canadian dollar as compared to the U.S. dollar would result in an 
immaterial change to the Canadian equivalent amount of U.S. dollar foreign exchange exposure as at 
June 30, 2016 as the gain or loss on translation is offset by the mark-to-market value of the foreign 
exchange forward contracts. 
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(b) Interest Rate Risk: 
The Company is exposed to interest rate risk as it earns interest on its loans receivable and pays interest 
on its revolving credit facility and on its senior debt.   

The Company's loans receivable primarily bear interest at fixed rates, as do the Company's senior debt 
and subordinated bridge facility.  Any changes in interest rate indices will not have an impact on the 
Company's interest income and related expenses on these financial instruments.  

The Company's revolving credit facility is exposed to changes in interest rate indices.  The Company 
continues to monitor this interest rate gap.    

(c) Liquidity Risk: 
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated 
with its financial liabilities that are settled by delivering cash or another financial asset.   

The Company manages its liquidity risk by monitoring its operating requirements.  The Company 
prepares budget and cash forecasts to ensure it has sufficient funds to fulfill its obligations and actively 
pursues new sources of funding to meet liquidity needs.   

(d) Credit Risk: 
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations, and arises principally from the Company's loans and 
advances to its borrowers.  

The Company adheres to a credit evaluation process and requires collateral to support the loan. 

The Company actively monitors each loan, as appropriate depending on the risks. In most cases, the 
Company maintains control of the borrower’s deposit account through the use of blocked accounts, 
which facilitate loan repayment and reduce the risk of fraud. In structuring its loans, the Company 
generally relies on collateral such as inventory, receivables and fixed assets, and on enterprise value and 
other non-working capital assets, such as intellectual property of the borrower.  Financial results and 
collateral values are regularly monitored against business plans and industry trends. Frequent meetings 
with the borrowers’ management are combined with regular field audits.  Third party collateral 
appraisers generally confirm initial inventory and fixed asset values and professional restructuring 
advisors are involved, as necessary.  This system of collateral monitoring and management contact 
mitigates risk by acting as an early warning system of potential credit issues. Early detection of issues 
ensures that proactive remedies can be implemented. 

The net carrying amount of all loans is at least 100% collateralized as of June 30, 2016. 

15.      DERIVATIVES HELD FOR RISK MANAGEMENT: 
The table below analyzes derivatives held for risk management purposes by type of instrument. 

  Notional Amount* Fair Value Asset (Liability) 

  June 30, 2016 December 31, 2015 June 30, 2016 December 31, 2015 

Foreign exchange forward contracts  $     132,000   $   135,000   $  (1,900)  $        1,310  

*Amounts in thousands of U.S. dollars; all of the Company's forward contracts mature within 30 days of period end. 
 
16. SHARE-BASED PAYMENTS: 

The Company grants stock options which vest evenly over a three-year period and are exercisable up to 10 
years from the date of grant.  As approved by the directors, a total of 10% of the total issued and outstanding 
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common shares of the Company have been reserved for issuance under the plan of which 4% have been 
awarded and remain outstanding as at .  

The value of these options is recognized on a graded vesting basis except where the employee is eligible to 
retire prior to a tranche's vesting date, in which case the value is recognized between the grant date and the 
date the employee is eligible to retire. 

The amount recorded in contributed surplus as at June 30, 2016 was $5,572 (December 31, 2015 - $8,843).  
For the three and six months ended June 30, 2016, an expense of $597 and $1,132 (2015 - $1,130 and 
$2,306), respectively, was recorded in the consolidated statements of income and comprehensive income. As 
at June 30, 2016, future unrecognized compensation cost for non-vested stock options was $2,398 
(December 31, 2015 - $3,129), which is to be recognized over a weighted average period of 1.9 years 
(December 31, 2015 - 2.3 years). 

Significant assumptions used in valuing the options include a volatility rate of 40%, a dividend rate of 4.0%, 
an expected life assumption of 10 years, and a risk-free rate of 1.48%.   

The following table summarizes the weighted average exercise prices and the weighted average remaining 
contractual life of the balances of stock options outstanding at June 30, 2016.  

  Options Outstanding Options Exercisable 

Exercise Price ($) Options 

Weighted Average 
Remaining Contractual 

Life (Years) 
Weighted Average 
Exercise Price ($) Options 

Weighted 
Average Exercise 

Price ($) 
$3.41  100,239              6.50   $        3.41  100,239  $3.41  
$7.99  116,847              9.56             7.99                   -                   -  
$8.03  1,190,000              9.46             8.03                   -                   -  
$13.54  66,422              9.80           13.54                   -                   -  
$14.00  17,743              9.89           14.00                   -                   -  
$14.85  17,070              9.97           14.85                   -                   -  
$16.89  724,286              8.47           16.89  241,427           16.89  
  2,232,607              9.03   $      10.96  341,666   $      12.94  

For the year-to-date period ended June 30, 2016, 71,298 (2015 – nil) options were cancelled and forfeited. 
  

17.        ASSETS ACQUIRED FROM LOANS: 
The table below summarizes the assets acquired from loans: 

      

      June 30, 2016 December 31, 2015 

Assets held for sale  $             -    $    66,787  
Businesses acquired            95,396         35,580  
       $   95,396   $  102,367  

 
(a) Assets Held for Sale: 

In January 2015, one of the Company's borrowers emerged from formal restructuring proceedings in 
Canada and the U.S. as a going concern. As a result and under the terms of its secured creditor 
agreement, the Company gained control of the business of the borrower and had presented the net assets 
and liabilities of the business as assets held for sale.  

In March 2016, as approved by the independent members of the Board, the Company required payment 
by the Catalyst Funds of a guarantee (as described in note 9(c)) with respect to the Company’s assets 
held for sale in an amount equal to the total outstanding principal plus accrued and unpaid interest of 
$101.3 million. The Funds acquired the loan in question for an amount equal to the guarantee and are 
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now the owners of the business and are actively restructuring it. The Company primarily used the 
proceeds from the guarantee to repay a portion of the balance outstanding under the subordinated bridge 
facility.     

 
  Three Months Ended June 30 Six Months Ended June 30 
  2016 2015 2016 2015 
Net loss from operations of assets held for sale  $            -    $ (1,499)  $    (1,417) $    (2,923) 
Provision related to assets held for sale                  -               -                    -                   -  
Recovery under the Catalyst guarantee                  -       1,499           1,417           2,923  
   $              -   $          -   $               -   $              -  

 
(b) Businesses Acquired: 

In November 2015, one of the Company's borrowers emerged from formal restructuring proceedings in 
the U.S. as a going concern. In May 2016, one of the Company's borrowers emerged from formal 
restructuring proceedings in Canada as a going concern.  In both instances, as a result and under the 
terms of its secured creditor agreement, the Company gained control of the operating assets of both 
borrowers and has presented the net assets and liabilities of these operating assets as businesses 
acquired.   

An amount of $6,196 was recorded in the statement of comprehensive income representing the net loss 
from the businesses acquired for the current year-to-date period. 

As at June 30, 2016, the significant assets and liabilities of the businesses acquired consisted of the 
following: 

 

        June 30, 2016 
Significant assets: 
   Accounts receivable  $    2,990  
   Inventory         5,119  
   Other assets      14,788  
   Machinery & equipment      24,469  
   Land & building      17,392  
   Goodwill      26,995  
Significant liabilities: 
   Accounts payable and accrued liabilities       $565  

 
18.      CAPITAL REQUIREMENTS: 

The Company is required to maintain minimum excess working capital as prescribed by the OSC.  At June 
30, 2016 and December 31, 2015, the Company was in compliance with the OSC's requirement to maintain 
minimum capital of $100.   
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19.     TRANSFERS OF FINANCIAL ASSETS: 
As described in note 9, in connection with the Offering, the Company, CCGI, and certain funds managed by 
CCGI entered into a participation agreement.  Accordingly, effective April 2015, Catalyst Fund Limited 
Partnership V (“Catalyst Fund V”) began to participate in the funding of new loans originated by Callidus. 
The tables below provide a summary of the impact of derecognition on the Company’s financial statements. 

Statement of Financial Position 

As at June 30, 2016 Before Derecognition 
Effect of 

Derecognition 
After 

Derecognition 
Cash and cash equivalents  $      41,678   $                -   $      41,678  
Income taxes receivable          11,118                     -           11,118  
Assets acquired from loans          95,396                     -           95,396  
Loans receivable        997,006        (171,437)        825,569  
Derivative assets associated with loans          32,000                     -           32,000  
Deferred tax asset            1,010                     -              1,010  
Guarantee asset          15,095               (759)          14,336  
Other assets            2,925                     -              2,925  
   $ 1,196,228   $   (172,196)  $1,024,032  

Accounts payable and accrued liabilities(1)  $      12,594   $        8,025   $      20,619  
Deferred tax liability            2,384                     -              2,384  
Borrower deposits               190                     -                 190  
Deferred facility fees            7,534                     -              7,534  
Derivative liabilities            1,900                     -              1,900  
Due to Catalyst Fund Limited Partnership V        145,762        (145,762)                      -  
Revolving credit facilities        177,126          (18,555)        158,571  
Senior debt          49,835            (2,884)          46,951  
Subordinated bridge facility, due to Catalyst        266,360            (5,561)        260,799  

       663,685        (164,737)        498,948  

Share capital        428,515                     -         428,515  
Contributed surplus            5,572                     -              5,572  
Retained earnings          99,243            (7,459)          91,784  
Accumulated other comprehensive loss             (787)                    -               (787) 
         532,543            (7,459)        525,084  
   $ 1,196,228   $   (172,196)  $1,024,032  

(1) Payable recognized pertains to the derecognized income owed to Catalyst Fund V as a result of the participation interest. 
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Statement of Comprehensive Income 
Three Months Ended June 30, 2016 Six Months Ended June 30, 2016 

  Consolidated 
Effect of 

Derecognition 
After 

Derecognition Consolidated 
Effect of 

Derecognition 
After 

Derecognition 

Interest  $  46,120   $    (6,223)  $    39,897   $   97,953   $  (10,962)  $ 86,991  
Fees and other        7,010            (976)          6,034        10,437         (1,957)       8,480  
       53,130         (7,199)        45,931      108,390       (12,919)     95,471  

Catalyst Fund Limited Partnerships      (6,567)             144          (6,423)      (14,482)             540    (13,942) 
Senior debt and revolving credit facilities      (4,216)             390          (3,826)        (8,887)             744       (8,143) 
     (10,783)             534       (10,249)      (23,369)          1,284    (22,085) 

Net interest income      42,347         (6,665)        35,682        85,021       (11,635)     73,386  
Provision for loan losses    (14,354)                 -       (14,354)      (22,223)               19    (22,204) 
Recovery under the Catalyst guarantee        8,531                  -           8,531          7,521              (19)       7,502  
Gain on derivative assets associated with 
loans      32,000                  -         32,000        32,000                  -      32,000  
Foreign exchange gain           327              (46)              281          1,707            (193)       1,514  
Income from assets acquired from loans      (5,097)                 -          (5,097)        (6,196)                 -       (6,196) 
Catalyst's share of overhead expenses                -           2,487           2,487                  -           4,369        4,369  
       21,407           2,441         23,848        12,809           4,176      16,985  

Salaries and wages      (3,057)                 -          (3,057)        (6,061)                 -       (6,061) 
Stock options expense         (597)                 -             (597)        (1,132)                 -       (1,132) 
General and administrative       (2,579)                 -          (2,579)        (4,912)                 -       (4,912) 
       (6,233)                 -          (6,233)      (12,105)                 -    (12,105) 

Income before income taxes      57,521         (4,224)        53,297        85,725         (7,459)     78,266  

Current income taxes (expense) recovery      (7,091)                 -          (7,091)        (8,456)                 -       (8,456) 
Deferred income taxes (expense) recovery      (8,745)                 -          (8,745)      (15,277)                 -    (15,277) 
     (15,836)                 -       (15,836)      (23,733)                 -    (23,733) 

Income and comprehensive income  $  41,685   $    (4,224)  $    37,461   $   61,992   $    (7,459)  $ 54,533  

20.     EARNINGS PER SHARE: 

  
Three Months Ended 

June 30 
Six Months Ended 

June 30 
  2016 2015 2016 2015 
Basic earnings per common share: 
Net income  $ 37,461  $ 18,390   $ 54,533  $ 34,379  
Weighted average number of common shares outstanding ('000s)     50,668      50,894      50,300      50,960  
Basic earnings per common share  $      0.74  $     0.36   $      1.08  $     0.67  

Diluted earnings per common share: 
Net income  $ 37,461  $ 18,390   $ 54,533  $ 34,379  
Weighted average number of common shares outstanding ('000s)     50,668      50,894      50,300      50,960  
Adjustments to average shares due to: 
   Share-based payment options and others           447           235            275           294  
Weighted average number of common shares outstanding ('000s)     51,115      51,129      50,575      51,254  
Diluted earnings per common share  $      0.73  $     0.36   $      1.08  $     0.67  
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21.     SUBSEQUENT EVENTS: 
In July 2016, the Board authorized an increase to the purchase price under the Offer from $15.50 per share 
to $16.10 per share. Under the revised Offer, the aggregate maximum purchase price payable by Callidus is 
$57.5 million.   
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Form 52-109F2 
Certification of Interim Filings 

Full Certificate 
 
I, Newton Glassman, the Chief Executive Officer of Callidus Capital Corporation, acting in that capacity 
and without personal liability, certify the following: 

1. Review: I have reviewed the interim financial report and interim MD&A (together, the “interim 
filings”) of Callidus Capital Corporation (the “issuer”) for the interim period ended June 30, 2016 

 
2.  No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the 

interim filings do not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances under which it was made, with respect to the period covered by the interim filings. 

 
3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim 

financial report together with the other financial information included in the interim filings fairly 
present in all material respects the financial condition, financial performance and cash flows of 
the issuer, as of the date of and for the periods presented in the interim filings.  

 
4. Responsibility: The issuer’s other certifying officer and I are responsible for establishing and 

maintaining disclosure controls and procedures (DC&P) and internal control over financial 
reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of 
Disclosure in Issuers’ Annual and Interim Filings, for the issuer. 

 
5. Design:  Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer’s other 

certifying officer(s) and I have, as at the end of the period covered by the interim filings 
 
(a)  designed DC&P, or caused it to be designed under our supervision, to provide reasonable 

assurance that  
 
(i) material information relating to the issuer is made known to us by others, 

particularly during the period in which the interim filings are being prepared; and 
 

(ii) information required to be disclosed by the issuer in its annual filings, interim 
filings or other reports filed or submitted by it under securities legislation is 
recorded, processed, summarized and reported within the time periods specified 
in securities legislation; and  

 
(b)  designed ICFR, or caused it to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with the issuer’s GAAP. 

 
5.1 Control framework:  The control framework the issuer’s other certifying officer and I used to 

design the issuer’s ICFR is the Internal Control – Integrated Framework (2013) published by 
The Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

 
5.2 ICFR – material weakness relating to design:  N/A 
 
5.3 Limitation on scope of design:  N/A 
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6. Reporting changes in ICFR: The issuer has disclosed in its interim MD&A any change in the 
issuer’s ICFR that occurred during the period beginning on April 1, 2016 and ended on June 30, 
2016 that has materially affected, or is reasonably likely to materially affect, the issuer’s ICFR.  

 
Date: August 11, 2016 
 
(signed) Newton Glassman 
 
Newton Glassman 
Chief Executive Officer 
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Form 52-109F2 
Certification of Interim Filings 

Full Certificate 
 
I, Dan Nohdomi, the Chief Financial Officer of Callidus Capital Corporation, acting in that capacity and 
without personal liability, certify the following: 

1. Review: I have reviewed the interim financial report and interim MD&A (together, the “interim 
filings”) of Callidus Capital Corporation (the “issuer”) for the interim period ended June 30, 2016 

 
2.  No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the 

interim filings do not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances under which it was made, with respect to the period covered by the interim filings. 

 
3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim 

financial report together with the other financial information included in the interim filings fairly 
present in all material respects the financial condition, financial performance and cash flows of 
the issuer, as of the date of and for the periods presented in the interim filings.  

 
4. Responsibility: The issuer’s other certifying officer and I are responsible for establishing and 

maintaining disclosure controls and procedures (DC&P) and internal control over financial 
reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of 
Disclosure in Issuers’ Annual and Interim Filings, for the issuer. 

 
5. Design:  Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer’s other 

certifying officer(s) and I have, as at the end of the period covered by the interim filings 
 
(a)  designed DC&P, or caused it to be designed under our supervision, to provide reasonable 

assurance that  
 
(i) material information relating to the issuer is made known to us by others, 

particularly during the period in which the interim filings are being prepared; and 
 

(ii) information required to be disclosed by the issuer in its annual filings, interim 
filings or other reports filed or submitted by it under securities legislation is 
recorded, processed, summarized and reported within the time periods specified 
in securities legislation; and  

 
(b)  designed ICFR, or caused it to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with the issuer’s GAAP. 

 
5.1 Control framework:  The control framework the issuer’s other certifying officer and I used to 

design the issuer’s ICFR is the Internal Control – Integrated Framework (2013) published by 
The Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

 
5.2 ICFR – material weakness relating to design:  N/A 
 
5.3 Limitation on scope of design:  N/A 
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6. Reporting changes in ICFR: The issuer has disclosed in its interim MD&A any change in the 
issuer’s ICFR that occurred during the period beginning on April 1, 2016 and ended on June 30, 
2016 that has materially affected, or is reasonably likely to materially affect, the issuer’s ICFR.  

 
Date: August 11, 2016 
 
(signed) Dan Nohdomi 
 
Dan Nohdomi 
Chief Financial Officer 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Financial Position (Unaudited) 
(Expressed in thousands of Canadian dollars)  

 
  September 30, 2016 December 31, 2015 
Assets 
     Cash and cash equivalents  $        34,980   $         25,210  
     Income taxes receivable (note 11)               5,217                6,068  
     Derivative assets (note 15)               1,208                1,310  
     Assets acquired from loans (note 6 and 17)             98,240            102,367  
     Loans receivable (note 5 and 6)          871,027            935,130  
     Derivative assets associated with loans (note 3 and 5)             32,000                        -  
     Deferred tax asset (note 11)               1,054              13,903  
     Guarantee asset (note 9)             20,608              34,755  
     Other assets               2,952                3,055  
   $   1,067,286   $    1,121,798  

Liabilities and Shareholders' Equity 
Liabilities: 
     Accounts payable and accrued liabilities (note 9)  $        37,493   $         19,208  
     Income and other taxes payable (note 11)                        -              15,413  
     Borrower deposits               1,239                   142  
     Deferred facility fees               7,579              10,096  
     Deferred tax liability (note 11)               3,164                        -  
     Revolving credit facility (note 8)          175,911            248,710  
     Senior debt (note 7)             44,359              45,279  
     Subordinated bridge facility, due to Catalyst (note 7)          296,128            291,479  

         565,873            630,327  
Shareholders' equity: 
     Share capital (note 10)          425,168            416,750  
     Contributed surplus (note 16)               6,131                8,843  
     Retained earnings             70,843              64,007  
     Accumulated other comprehensive (loss) income                 (729)               1,871  

         501,413            491,471  

Contingencies (note 13)                        -                        -  
   $   1,067,286   $    1,121,798  

 See accompanying notes to condensed consolidated interim financial statements. 
 
 
Approved on behalf of the Board: 
 
 
“Newton Glassman”                                        “Tibor Donath” 
Chairman and CEO                                            Director 

660

683



 

3 

CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Income and Comprehensive Income (Unaudited) 
(Expressed in thousands of Canadian dollars, except per share information) 
 
Consolidated Statement of Income         

Three Months Ended 
September 30 

Nine Months Ended 
September 30 

(Note 19) 2016 2015 2016 2015 
 

Revenue: 
     Interest  $ 41,745   $  43,724   $128,736   $112,745  
     Fees and other        2,424         4,695        10,904       10,094  

     44,169       48,419      139,640     122,839  
Interest expense and participation fees: 
     Catalyst Fund Limited Partnerships      (6,867)      (5,864)     (20,809)     (13,278) 
     Senior debt and revolving credit facilities      (3,669)      (4,808)     (11,812)     (13,862) 
     (10,536)    (10,672)     (32,621)     (27,140) 

Net interest income      33,633       37,747      107,019       95,699  

Other income (expenses): 
     Provision for loan losses (note 6)    (25,781)      (7,457)     (47,985)     (10,257) 
     Recovery under the Catalyst guarantee (note 9)        6,382         3,328        13,884         5,752  
     Gain on derivative assets associated with loans (note 3)                 -                 -        32,000                 -  
     Foreign exchange (loss) gain          (181)         (523)         1,333           (395) 
     Loss from assets acquired from loans (note 17)      (2,004)                -         (8,200)                -  
     Catalyst's share of overhead expenses (note 19)        2,878            588          7,247            711  

   (18,706)      (4,064)        (1,721)       (4,189) 
Non-interest expenses: 
     Salaries and wages      (2,958)      (2,422)        (9,019)       (6,737) 
     Stock options expense (note 16)          (651)      (1,032)        (1,783)       (3,338) 
     General and administrative       (1,191)      (1,822)        (6,103)       (5,352) 
       (4,800)      (5,276)     (16,905)     (15,427) 

Income before income taxes      10,127       28,407        88,393       76,083  

Income taxes (expense) recovery:  
     Current      (4,229)      (9,045)     (12,685)     (22,418) 
     Deferred          (736)           563      (16,013)           639  
       (4,965)      (8,482)     (28,698)     (21,779) 

Net income  $    5,162   $  19,925   $   59,695   $  54,304  

Earnings per common share (dollars) 
     Basic (note 20)  $      0.10   $      0.40   $       1.19   $      1.08  
     Diluted (note 20)  $      0.10   $      0.40   $       1.18   $      1.07  

Consolidated Statement of Comprehensive Income         
Net income  $    5,162   $  19,925   $   59,695   $  54,304  
Other comprehensive (loss) income net of tax: 
     Items that may be reclassed to profit and loss: 
          Foreign currency translation gain (loss) on foreign 

operations              58                 -         (2,600)                -  
Comprehensive income  $    5,220   $  19,925   $   57,095   $  54,304  
 

See accompanying notes to condensed consolidated interim financial statements. 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Changes in Equity (Unaudited) 
(Expressed in thousands of Canadian dollars) 

 
  Share Capital  Contributed Retained Accumulated Other   
  Amount Surplus Earnings Comprehensive Income (Loss) Total 

Balance, January 1, 2015  $      428,291   $       7,631   $    31,908   $                -    $ 467,830  

Net income                     -                    -         54,304                       -         54,304  

Dividends                     -                    -         (8,621)                      -         (8,621) 

Shares issued              3,544          (2,466)                 -                       -           1,078  

Shares cancelled          (17,948)                   -       (11,787)                      -       (29,735) 

Stock options expense (note 16)                     -            3,338                  -                       -           3,338  

Balance, September 30, 2015  $      413,887   $       8,503   $    65,804   $                -    $ 488,194  

Balance, January 1, 2016  $      416,750   $       8,843   $    64,007   $          1,871   $ 491,471  

Net income                     -                    -         59,695                       -         59,695  

Dividends                     -                    -       (31,540)                      -       (31,540) 

  Shares issued            32,265          (4,495)                 -                       -         27,770  

Shares cancelled          (23,847)                   -       (21,319)                      -       (45,166) 

Stock options expense (note 16)                     -            1,783                  -                       -           1,783  

Other comprehensive loss                     -                    -                  -             (2,600)        (2,600) 

Balance, September 30, 2016  $      425,168   $       6,131   $    70,843   $           (729)  $ 501,413  

See accompanying notes to condensed consolidated interim financial statements. 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Cash Flows (Unaudited) 
(Expressed in thousands of Canadian dollars)  
 

  

Three Months Ended 
September 30 

Nine Months Ended 
September 30 

  2016 2015 2016 2015 
Cash provided by (used in): 
Operating activities: 
     Income for the period  $     5,162   $   19,925   $  59,695   $  54,304  
     Items not involving cash: 
           Stock options expense             651          1,032          1,783         3,338  
           Provision for loan losses       25,781          7,457        47,985       10,257  
     Change in non-cash operating items: 
           Change in loans receivable, net of repayments     (71,239)   (122,696)       16,118    (231,328) 
           Derivative assets associated with loans                  -                  -      (32,000)                -  
           Income taxes receivable         5,901        (4,766)            851        (4,766) 
           Deferred taxes             736           (564)       16,013           (640) 
           Assets acquired from loans        (2,844)         1,292          4,127      (66,902) 
           Guarantee asset        (6,272)         3,158        14,147        (2,189) 
           Other assets             (27)              52             103           (891) 
           Accounts payable and accrued liabilities         3,962        12,692          9,948         7,398  
           Deferred facility fees               45           (721)       (2,517)           925  
           Derivative liabilities        (3,108)       (2,125)            102            601  
           Income and other taxes payable                  -          9,509      (15,413)       (8,847) 
           Borrower deposits         1,049             224          1,097              99  
           Other             143               92        (2,642)             92  
      (40,060)     (75,439)    119,397    (238,549) 
Financing activities: 

     Dividends        (2,739)       (8,621)     (10,267)       (8,621) 
     Net draw (repayment) on revolving credit facility       17,340        20,866      (72,799)      72,289  
     Change in senior debt        (2,592)       (5,385)           (920)       (5,338) 
     Issuance of share capital               40                  -          1,965            986  
     Repurchase of share capital     (14,016)     (15,679)     (32,255)     (29,735) 
     Net draw on subordinated bridge facility       35,329        72,082          4,649     176,823  

      33,362        63,263    (109,627)    206,404  

(Decrease) increase in cash and cash equivalents        (6,698)     (12,176)         9,770      (32,145) 

Cash and cash equivalents, beginning of period       41,678        39,667        25,210       59,636  
Cash and cash equivalents, end of period  $   34,980   $   27,491   $  34,980   $  27,491  

Cash and cash equivalents is composed of the following: 
     Cash  $   34,980   $   27,356   $  34,980   $  27,356  
     Restricted cash                  -             135                   -            135  
   $   34,980   $   27,491   $  34,980   $  27,491  

 
See accompanying notes to condensed consolidated interim financial statements.
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1. REPORTING ENTITY: 
Callidus Capital Corporation ("Callidus" or the “Company”) is a company domiciled in Canada and was 
incorporated under the Business Corporations Act (Ontario). These condensed consolidated interim financial 
statements comprise Callidus and its subsidiaries (together referred to as the “Company”). The Company 
operates a specialty finance business that provides senior secured asset-based loans and lending services to 
mid-market companies operating in Canada and the United States.  Callidus is headquartered in Toronto, 
Ontario, Canada.  The Company is registered as an investment fund manager and an exempt market dealer 
with the Ontario Securities Commission (“OSC”). 

 
2. BASIS OF PRESENTATION: 

(a) Statement of Compliance: 
These condensed consolidated interim financial have been prepared in accordance with IAS 34, Interim 
Financial Reporting. 

The condensed consolidated interim financial have been approved for issue by the Board of Directors on 
November 2, 2016. 

(b) Basis of Measurement: 
The condensed consolidated interim financial statements have been prepared on a historical cost basis 
except for derivative instruments which are measured at fair value. 

(c) Functional and Presentation Currency: 
These condensed consolidated interim financial statements are presented in thousands of Canadian 
dollars, which is also the Company's functional currency.   

(d) Use of Estimates and Judgments: 
The preparation of the condensed consolidated interim financial statements in conformity with IFRS 
requires management to make judgments, estimates and assumptions that affect the application of 
accounting policies and the reported amounts of assets, liabilities, income and expenses.  Actual results 
may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting 
estimates are recognized in the period in which the estimates are revised and in any future periods 
affected. 

Significant areas of estimation uncertainty and critical judgments in applying accounting policies that 
have the most significant effect on the amounts recognized in the condensed consolidated interim 
financial statements include the allowance for loan losses, measurement of separated embedded 
derivatives including options, derecognition and the Company's assessment of consolidation under IFRS 
10, Consolidated Financial Statements, of certain loans in its loan portfolio. 
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3.        SIGNIFICANT ACCOUNTING POLICIES: 
These condensed consolidated interim financial statements have been prepared in accordance with IAS 34. 
They should be read in conjunction with the 2015 Audited Financial Statements. The significant accounting 
policies used in the preparation of these condensed interim consolidated financial statements are consistent 
with those described in note 3 to the Company’s 2015 Audited Financial Statements.  
(a) Change in Accounting Policies: 

i. Embedded Derivatives 
Derivatives embedded in other financial instruments or host contracts, such as certain yield 
enhancements, are treated as separate derivatives when their economic characteristics and risks 
are not closely related to those of the host contract, a separate instrument with the same terms as 
the embedded derivative would meet the definition of a derivative and the combined contract is 
not accounted for at fair value through profit or loss. 

Embedded derivatives that must be separately accounted for are recorded at fair value in the 
Consolidated Statement of Financial Position with changes in fair value recognized in in the 
Consolidated Statement of Income. 
 

4. FUTURE ACCOUNTING DEVELOPMENTS: 
(a) Financial Instruments (IFRS 9): 

IFRS 9 (2014) addresses classification and measurement of financial assets and liabilities, including 
impairment of financial assets, and hedge accounting.  Under this standard, financial assets are 
classified and measured based on the business model in which they are held and the characteristics of 
their contractual cash flows.  The accounting model for financial liabilities is largely unchanged from 
IAS 39 except for the presentation of the impact of own credit risk on financial liabilities designated at 
fair value through profit or loss account.  The new impairment model is an expected loss model as 
against an incurred loss model in IAS 39.   

IFRS 9 is mandatorily effective for annual periods beginning on or after January 1, 2018.  The 
Company is in the process of evaluating the impact of IFRS 9 on the Company’s financial statements. 
 

(b) Revenue from Contracts with Customers (IFRS 15): 
The IASB issued IFRS 15, Revenue from Contracts with Customers, which is effective for fiscal years 
beginning on January 1, 2018 and is available for early adoption.  IFRS 15 will replace IAS 11, 
Construction Contracts, IAS 18, Revenue, IFRIC 13, Customer Loyalty Programs, IFRIC 15, 
Agreements for the Construction of Real Estate, IFRIC 18, Transfer of Assets from Customers, and SIC 
31, Revenue – Barter Transactions Involving Advertising Services. 

The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time.  The model features a contract-based five-step 
analysis of transactions to determine whether, how much and when revenue is recognized.  New 
estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing 
of revenue recognized. 

The Company is in the process of evaluating the impact of IFRS 15 on the Company’s financial 
statements. 
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(c) Annual Improvements to IFRS: 
On September 25, 2014 the IASB issued narrow-scope amendments to a total of four standards as part 
of its annual improvements process. The amendments will apply for annual periods beginning on or 
after January 1, 2016. Earlier application is permitted, in which case, the related consequential 
amendments to other IFRSs would also apply. Amendments were made to clarify the following: 

• Changes in method for disposal under IFRS 5, Non-current Assets Held for Sale and Discontinued 
Operations; 

• “Continuing involvement” for servicing contracts and offsetting disclosures in financial statements 
under IFRS 7, Financial Instruments: Disclosures; 

• Discount rate in a regional market sharing the same currency under IAS, 19 Employee Benefits;  
• Disclosure of information “elsewhere in the financial report” under IAS 34, Financial Reporting. 

The Company has determined that the impact of the amendments is not material to the financial 
statements. 

 
5.        LOANS RECEIVABLE AND ASSOCIATED DERIVATIVE ASSETS: 

Loans and advances to customers are measured at amortized cost, which is net of allowance for loan losses. 
Certain yield enhancements are measured at fair value. 

Total loans receivables and the associated derivative assets are as follows: 

  September 30, 2016 December 31, 2015 

Loans receivable  $    871,027   $    935,130  
Derivative assets associated with loans           32,000                    -  
   $    903,027   $    935,130  

The contractual maturity of loans receivables is as follows: 
Contractual Maturity September 30, 2016 December 31, 2015 

0 - 3 months  $    402,906   $    573,060  
4 - 6 months         108,408           92,562  
7 - 12 months           74,410         111,357  
13 months or more         285,303         158,151  
    

   $    871,027   $    935,130  

The loans can be prepaid subject to prepayment penalties.  The total credit facilities before derecognition 
available to borrowers subject to borrowing base availability at September 30, 2016 were $1,501,542 
(December 31, 2015 - $1,645,298). Of the total loan balance before derecognition, $430,318 related to 
watch-list loans (December 31, 2015 - $292,229) and was subject to the Catalyst guarantee (note 9(c)).   

The loans receivable earn interest at fixed rates.  For the current year-to-date period, the loan portfolio 
generated a blended gross yield, including all interest and fees of approximately 20% (2015 – 19%).  The 
loans are generally senior secured credit facilities with revolving and non-revolving facilities secured by a 
first charge on substantially all of the borrowers' assets. 
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6. LOAN LOSS ALLOWANCE: 
As at September 30, 2016, the Company has an allowance for loan losses of $78,643 (December 31, 2015 - 
$43,307), which is offset against loans receivable on the consolidated statements of financial position.   

  September 30, 2016 December 31, 2015 
Allowance for loan losses 
Balance, beginning of period  $   43,307   $   29,139  
Changes for the period: 
     Specific individual loan loss provisions       47,243        38,215  
     Collective allowances             742        (2,562) 
     Provision related to assets acquired from loans        (4,459)     (10,169) 
Write-offs for the period:        (8,190)     (11,316) 
Ending allowance for loan losses  $   78,643   $   43,307  
Impairment on assets acquired from loans 
Balance, beginning of period  $   13,169   $           -   
Changes for the period: 
     Impairment classified as allowance for loan losses          4,459        10,169  
     Provision related to assets held for sale          3,547          3,000  
Write-offs for the period:      (13,169)                 -  
Ending allowance for impairment on assets acquired from loans  $     8,006   $   13,169  
Balance, end of period  $   86,649   $   56,476  

The specific loan loss provisions of $47,243 related to watch-listed loans relate to a pool of loans with gross 
loans receivables of $185,651. 

In March 2016, as approved by the independent members of the Board, the Company required payment by 
the Catalyst Funds of a guarantee (as described in note 9(c)) with respect to the Company’s assets held for 
sale in an amount equal to the total outstanding principal plus accrued and unpaid interest of $101.3 million. 
The Catalyst Funds acquired the assets in question for an amount equal to the guarantee and are now the 
owners of the business and are actively restructuring it. As a result of the transaction, the impairment 
associated with the asset held for sale was written off in the current year.   

7.        TERM DEBT:  
  September 30, 2016 December 31, 2015 
      

Senior debt  $         44,469   $         45,555  
Less: associated transaction costs                  (110)                (276) 
               44,359              45,279  
Subordinated bridge facility, due to Catalyst           296,128            291,479  
   $       340,487   $       336,758  

The amounts due on the senior debt represent a senior secured non-revolving term loan for $50 million.  The 
loan matures March 31, 2017, and bears a fixed rate of interest of 8.419% which was based on Government 
of Canada bond rate at the time of issuance plus 5.75%.  The loan has a first priority charge over a portion of 
the assets of the Company.  The Company was in compliance with its financial covenants at September 30, 
2016 and December 31, 2015. 

The Company paid $584 in transaction costs in 2011 and an additional $169 in 2014 associated with the 
senior debt, which have been deferred and are being amortized into interest expense over the term of the 
loan using the effective interest rate method.    

In December 2014, the Company obtained a US$200 million revolving unsecured subordinated bridge 
facility from Catalyst.  The facility carries an interest rate of 8% per annum plus an annual fee equal to 1.5% 
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of the maximum amount available under the facility and a standby fee equal to 1% per annum of undrawn 
amounts.  The facility matures April 30, 2017 and can be repaid in full by the Company at any time without 
penalty.  In September 2015, the Company increased the amount of its revolving unsecured subordinated 
bridge facility by US$50 million to US$250 million. 

 
8.        REVOLVING CREDIT FACILITY: 

The Company has a US$337.5 million revolving credit facility (the “revolving credit facility”) to finance a 
portion of the loan portfolio pledged by a special purpose financing vehicle wholly-owned by Callidus. The 
revolving credit facility may be drawn in either Canadian or U.S. dollars and provides for an aggregate of 
US$281.25 million of Class A loans and US$56.25 million of Class B loans. The Class A loans and the 
Class B loans (together the “Loans”) are subject to borrowing base availability dependent on certain eligible 
loans receivable balances approved by the lender.  

The Loans are also subject to a minimum utilization of 50%, measured quarterly and bear interest at an 
applicable base rate (bankers’ acceptance for Canadian dollar loans and LIBOR for U.S. dollar loans) plus a 
margin of 2.75% and 6.25% for the Class A Loans and Class B Loans, respectively.  

The revolving credit facility matures January 15, 2019, and contains a two-year revolving period, followed 
by a two-year amortization period. The revolving period may be extended subject to lender approval. 
Additionally, there is a non-call period to the end of the revolving period. If Callidus has requested an 
extension to the facility and the lender has denied the request, the facility may be repaid in full without 
penalty. 

In January 2015, the Company increased the amount of its revolving credit facility by US$62.5 million to 
US$262.5 million in the aggregate.  In April 2015, the Company increased the amount of the revolving 
credit facility by a further US$37.5 million to US$300 million in the aggregate. In May 2016, the Company 
increased the amount of the revolving credit facility by a further US$37.5 million to US$337.5 million in the 
aggregate.   

The Company was in compliance with its financial covenants at September 30, 2016 and December 31, 
2015. 

 
9.        RELATED PARTY TRANSACTIONS: 

The following transactions have occurred between the Company and its related parties other than as noted 
elsewhere in these financial statements. 

 (a) Relationships: 
The Catalyst Capital Group Inc. (“CCGI”) and funds managed by it (collectively "Catalyst") own 
approximately 66.2% of the issued and outstanding shares of the Company as at September 30, 2016. 

The Chief Executive Officer of Catalyst, Newton Glassman, is the Chief Executive Officer, Chair of the 
Board of Directors and Chair of the Credit Committee of the Company. 

 (b)  Catalyst Participation Interest: 
In connection with the initial public offering of the Company’s shares in 2014 (the “Offering”), and 
repayment of the Catalyst debenture at that time, Catalyst Fund IV obtained an approximate 18% 
undivided interest at the time of the Offering in the loan portfolio of the Company.  The participation 
agreement provided that the Company was not entitled to the risks or rewards related to Catalyst Fund 
IV’s participation interest in the loan portfolio. Consequently, the portion of the loans corresponding to 
Catalyst Fund IV’s participation interest was derecognized from the financial statements during fiscal 
2014.  

668

691



CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three and Nine Months Ended September 30, 2016 and 2015 
   

 

11 

The participation agreement also provided that in the event that Catalyst Fund IV wished to sell its 
participation interest in the loan portfolio, the Company had the option to acquire all or part of Fund 
IV’s participation interest in the loan portfolio at par plus accrued interest and fees. In December 2014, 
the Company acquired all of the Fund’s participation interest in the loan portfolio at par plus accrued 
interest and fees in exchange for issuance of 2,335,357 common shares of the Company, at a price of 
$21.41 per common share, as well as a cash payment of approximately $821 as a post-closing 
adjustment for foreign exchange.   

The agreements entered into at the time of the Offering also permit other Catalyst Funds to participate 
in the Company’s loan portfolio in the future within certain limits generally determined based upon the 
Company’s available capital.  In the event that other Catalyst funds participate, similar arrangements are 
in place in the agreement providing the Company with the option to purchase such participations on the 
same terms in the event that the Funds wish to sell and with respect to guarantees as described below.   

In accordance with the terms of the participation agreement, entered into in connection with Callidus' 
initial public offering, effective April 2015, Catalyst Fund V began to participate in the funding of new 
loans originated by Callidus.  This provides Callidus with access to additional funds to fund the 
expansion of the Company’s loan portfolio (note 19). 

(c) The Catalyst Guarantees: 
In connection with the repayment of the Catalyst debenture at the time of the Offering, the Catalyst 
Funds (the “Funds”) agreed to guarantee any losses incurred by the Company on loans in the portfolio 
at the time of the Offering.  The guarantee covers losses of principal incurred by the Company on 
certain specified loans until fully realized (“watch-list loans”). Watch-list loans are identified by 
management as subject to heightened monitoring due to the financial condition of the borrowers. All 
other loans in the portfolio at the time of the Offering were also guaranteed for any losses of principal 
until such time as the loans were renewed by the Company at their next scheduled credit review.    

As noted above, in December 2014, the Company acquired all of the Funds’ participation interest, 
outstanding at the time, in the loan portfolio at par plus accrued interest and fees.  The participation 
agreement also provided that in the event that the Company purchased Catalyst Fund IV’s participation 
interest, Fund IV agreed to provide a guarantee that covered Catalyst's percentage ownership interest in 
the relevant loans at the time of the acquisition.  The guarantee covers losses of principal until fully 
realized on watch-list loans at the time of acquisition and losses of principal on all other loans until such 
loans are renewed at the next scheduled review.    

Neither guarantee generally applies to accrued and unpaid interest.  The Company normally requires 
that its borrowers agree to a cash sweep arrangement so that their cash will be subject to the Company’s 
control.  The Company and Catalyst have agreed that the Company will operate the cash sweep so that 
the first application of a borrower's cash will be to currently due accrued and unpaid interest and fees 
and secondly to principal and any other amounts due.  These cash sweep arrangements are intended to 
minimize losses in relation to interest and fees. 

As at September 30, 2016, the Company recorded a guarantee asset of $20,608 related to the Catalyst 
guarantee.  During the year-to-date period, $26,483 (2015 – $10,916) was received under the Catalyst 
guarantee. 

 (d) Other Transactions during the Period: 
During the three and nine months period ended September 30, 2016, commitment fees of $1,271 and 
$3,762 (2015 - $895 and $2,728), respectively, were paid or accrued to Catalyst.  Interest expense also 
includes $5,495 and $16,756 (2015 - $4,963 and $9,952), respectively, paid and accrued to Catalyst.  
All transactions are in the normal course of operations and are measured at the exchange amount, which 
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is the amount of consideration established and agreed to by the related parties. As at September 30, 
2016, accounts payable and accrued liabilities included $5,377 (December 31, 2015 - $1,689) 
representing the unpaid portion of net income due to the Fund’s participation interest in the loan 
portfolio (note 19).  

In March 2016, as approved by the independent members of the Board, the Company required payment 
by the Catalyst Funds of a guarantee with respect to the Company’s assets held for sale. The Catalyst 
Funds acquired the loan in question for an amount equal to the guarantee and are now the owners of the 
business and are actively restructuring it. The Company primarily used the proceeds from the guarantee 
to repay a portion of the balance outstanding under the subordinated bridge facility. 

 (e)  Key Management Personnel Compensation: 
No compensation is paid by the Company to its Chief Executive Officer.  Other key management 
personnel compensation comprised the following:  

Three Months Ended 
September 30 

Nine Months Ended 
September 30 

  2016 2015 2016 2015 
Short-term employee benefits  $     737   $      651   $   2,211   $ 1,953  
Share-based payments          167           341           493      1,023  
   $     904   $      992   $   2,704   $ 2,976  

 
10.     SHARE CAPITAL: 

    September 30, 2016   December 31, 2015 
  Shares  Amount  Shares  Amount  
Common shares outstanding, beginning of year   49,354,355   $ 416,750    51,026,754   $    428,291  
Issue of common shares     2,724,267         32,265         888,997           10,011  
Purchase and cancellation of common shares    (2,683,100)      (23,847)   (2,561,396)        (21,552) 
Common shares outstanding, end of year 49,395,522  $ 425,168  49,354,355  $    416,750  

In August 2015, the Company adopted a dividend policy pursuant to which the Company would declare and 
pay quarterly cash dividends to holders of its outstanding common shares of record as of the close of 
business on the last business day of each calendar quarter.  In addition, the Company implemented a 
dividend reinvestment plan (“DRIP”) pursuant to which eligible shareholders may elect to automatically 
reinvest their cash dividends payable in respect of the common shares to acquire additional common shares.  
During the current year-to-date period, 2.1 million shares were granted to those who elected to participate in 
the DRIP. Catalyst elected to participate in the DRIP on 100% of their shareholdings of the Company and, 
therefore, received 1.9 million shares in consideration of the dividend.  Cash outflow during the year-to-date 
period for the dividend was $10.3 million.  In April 2016, the Company adopted a dividend policy pursuant 
to which it would declare and pay monthly dividends in lieu of quarterly dividends and at the annual rate as 
was previously the case.  In May 2016, the Company increased the amount of its aggregate annual dividend 
to $1.00 per share. Subsequent to the period-end, in October 2016, the Company increased the amount of its 
aggregate annual dividend to $1.20 per share.  A dividend of $4.2 million was accrued as at September 30, 
2016 as it is payable to shareholders of record as at September 30, 2016. 

In March 2016, Callidus’ Board of Directors (the “Board”) authorized a substantial issuer bid to purchase 
for cancellation up to 3,571,428 common shares at a purchase price of $14 per common share (the “Purchase 
Price”) for an aggregate purchase price not to exceed $50 million (the “Offer”).  In April 2016, an issuer bid 
circular and related documents (the “Issuer Bid Circular”) in connection with the Offer was mailed to 
shareholders. In June 2016, the Board authorized an increase to the purchase price under the Offer from 
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$14.00 per share to $15.50 per share. In July 2016, the Board authorized an increase to the purchase price 
under the Offer from $15.50 per share to $16.10 per share.  In August 2016, the Board authorized an 
increase to the purchase price under the Offer from $16.10 per share to $16.50 per share. Under the revised 
Offer, the aggregate maximum purchase price payable by Callidus is $58.9 million.  During the current year-
to-date period, 2.7 million shares were purchased and cancelled under the revised Offer.  Subsequent to the 
period-end, in October 2016, the Company announced that it is increasing the number of shares eligible 
under its current substantial issuer bid by 1,500,000 shares, or approximately an additional 3% of the shares 
outstanding shares as at October 27, 2016. Under the revised Offer, Callidus has offered to purchase for 
cancellation up to 5,071,428 of its outstanding common shares at $16.50 per share, from its shareholders. 
Under the revised Offer, the aggregate maximum purchase price payable by Callidus is $83.7 million. 

 
11.      INCOME TAXES:  

Components of deferred taxes: 
  September 30, 2016 December 31, 2015 
Deferred tax assets: 
Deferred financing fees  $       2,008   $           2,675  
Allowance for loan losses           5,182              17,501  
Financing costs              179                   113  
Deferred share issue costs           2,343                3,040  

          9,712              23,329  
Deferred tax liabilities: 
Leasehold improvements               (22)                  (20) 
Recovery under the Catalyst guarantee         (3,320)             (9,406) 
Derivative assets associated with loans         (8,480)                       -  
Total recognized deferred tax asset (liability)  $     (2,110)  $         13,903  

 
12.      FAIR VALUES OF FINANCIAL INSTRUMENTS: 

Fair values and carrying values of financial instruments: 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date and in the principal market, or in its 
absence, the most advantageous market to which the Company has access.  The fair value of a liability 
reflects its non-performance risk.  Some of the Company's financial instruments lack an available trading 
market.  As such, the fair values of such instruments are based on estimates using discounted cash flows and 
other valuation techniques.  The fair values derived from such valuation techniques are significantly affected 
by the assumptions used to determine discount rates and the amount and timing of future cash flows.  Due to 
this estimation process and the need to use judgment, the aggregate fair value amounts should not be 
interpreted as being necessarily realizable in an immediate settlement of the financial instruments. 

The amounts in the following table represent the fair values and fair value hierarchy of all the financial 
instruments carried on the Company's consolidated statements of financial position: 
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September 30, 

2016     
December 31, 

2015   

  Fair Value 
Carrying 

Value 
Fair Value Over 

Carrying Fair Value 
Carrying 

Value 
Fair Value Over 

Carrying 
Fair Value 
Hierarchy 

Assets 
Cash and cash equivalents  $   34,980   $       34,980   $          -    $    25,210   $  25,210   $          -   1 
Loans receivable     871,027          871,027               -        935,130     935,130               -   3 
Derivative assets 
associated with loans        32,000            32,000               -                    -                 -               -   3 
Derivative assets          1,208              1,208               -            1,310         1,310               -   2 
Guarantee asset        20,608            20,608               -          34,755       34,755               -   3 
   $ 959,823   $    959,823   $          -    $  996,405   $996,405   $          -     
Liabilities                                                     
Accounts payable and 
accrued liabilities  $   37,493   $       37,493   $          -    $    19,208   $  19,208   $          -   2 
Revolving credit facility     175,911          175,911               -        248,710     248,710               -   3 
Senior debt        44,359            44,359               -          45,279       45,279               -   3 
Subordinated bridge 
facility, due to Catalyst     296,128          296,128               -        291,479     291,479               -   3 

   $ 553,891   $    553,891   $          -    $  604,676   $604,676   $          -     

The above table categorizes financial instruments recorded at fair value on the consolidated statements of 
financial position into one of the three fair value hierarchy levels: 

• Level 1 - fair values are based on unadjusted quoted prices from an active market for identical assets or 
liabilities; 

• Level 2 - fair values are based on inputs other than quoted prices that are directly or indirectly 
observable in an active market; and 

• Level 3 - fair values are based on inputs not observable in the market.  

There were no transfers between levels during the period. The fair value hierarchy levelling is applicable for 
all periods.  

The following methods and assumptions are used to estimate the fair values of financial instruments: 

(i) The carrying value of cash and cash equivalents, revolving and non-revolving credit facilities, assets 
held for sale, the guarantee asset and accounts payable and accrued liabilities is a reasonable 
approximation of fair value because these instruments are either short-term in nature or re-priced to 
current market rates frequently. 

 (ii) The fair value of the loan portfolio is determined by aggregating the present value of the discounted 
cash flows factoring current interest rates and estimates of credit risk.  Discount rates used to determine 
the fair value of loans range between 6.0% and 35.0%. 

(iii) Fair values of derivative instruments are determined using pricing models, which take into account 
current market and contractual prices of underlying instruments, as well as time value and yield curve 
underlying the positions, which are observable.  Accordingly, such instruments are classified in Level 2 
of the fair value hierarchy.  Fair values of the derivative assets associated with loans are valued based 
on the underlying enterprise value of the borrowers with which the Company has an equity interest in.  
Accordingly, such instruments are classified as Level 3 in the fair value hierarchy.   

13. CONTINGENCIES: 
In the normal conduct of its lending operations, there are sometimes pending claims against the Company 
relating to its collateral including personal guarantees.  Litigation is subject to many uncertainties and the 
outcome of individual matters is not predictable with assurance.  In the opinion of management, based on 
the advice and information provided by its legal counsel, final determination of any litigation exposure has 
been factored into the Company's loan loss provisioning.  There are no other claims against the Company 
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which are expected to materially affect the Company's consolidated financial position or consolidated results 
of operations. 

14. FINANCIAL RISK MANAGEMENT: 
The Company's exposure to risks associated with financial instruments includes currency risk, interest rate 
risk, liquidity risk and credit risk. 

(a) Currency Risk: 
The Company is exposed to financial risks as a result of exchange rate fluctuations and the volatility of 
these rates.  This exposure is the result of indebtedness and related interest expense denominated in U.S. 
dollars, as well as assets and liabilities that will be settled in U.S. dollars.  The Company has entered 
into foreign exchange forward contracts to mitigate this risk (note 15). 

A change of 1% in the value of the Canadian dollar as compared to the U.S. dollar would result in an 
immaterial change to the Canadian equivalent amount of U.S. dollar foreign exchange exposure as at 
September 30, 2016 as the gain or loss on translation is offset by the mark-to-market value of the 
foreign exchange forward contracts. 

(b) Interest Rate Risk: 
The Company is exposed to interest rate risk as it earns interest on its loans receivable and pays interest 
on its revolving credit facility and on its senior debt.   

The Company's loans receivable primarily bear interest at fixed rates, as do the Company's senior debt 
and subordinated bridge facility.  Any changes in interest rate indices will not have an immediate impact 
on the Company's interest income and related expenses on these financial instruments.  

The Company's revolving credit facility is exposed to changes in interest rate indices.  The Company 
continues to monitor this interest rate gap.    

(c) Liquidity Risk: 
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated 
with its financial liabilities that are settled by delivering cash or another financial asset.   

The Company manages its liquidity risk by monitoring its operating requirements.  The Company 
prepares budget and cash forecasts to ensure it has sufficient funds to fulfill its obligations and actively 
pursues new sources of funding to meet liquidity needs.   

(d) Credit Risk: 
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations, and arises principally from the Company's loans and 
advances to its borrowers.  

The Company adheres to a credit evaluation process and requires collateral to support the loan. 

The Company actively monitors each loan, as appropriate depending on the risks. In most cases, the 
Company maintains control of the borrower’s deposit account through the use of blocked accounts, 
which facilitate loan repayment and reduce the risk of fraud. In structuring its loans, the Company 
generally relies on collateral such as inventory, receivables and fixed assets, and on enterprise value and 
other non-working capital assets, such as intellectual property of the borrower.  Financial results and 
collateral values are regularly monitored against business plans and industry trends. Frequent meetings 
with the borrowers’ management are combined with regular field audits.  Third party collateral 
appraisers generally confirm initial inventory and fixed asset values and professional restructuring 
advisors are involved, as necessary.  This system of collateral monitoring and management contact 
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mitigates risk by acting as an early warning system of potential credit issues. Early detection of issues 
ensures that proactive remedies can be implemented. 

The net carrying amount of all loans is at least 100% collateralized as of September 30, 2016. 

15.      DERIVATIVES HELD FOR RISK MANAGEMENT: 
The table below analyzes derivatives held for risk management purposes by type of instrument. 
  Notional Amount* Fair Value Asset (Liability) 

  
September 30, 

2016 
December 31, 

2015 
September 30, 

2016 
December 31, 

2015 

Foreign exchange forward contracts  $     115,000   $   135,000   $   1,208   $        1,310  
*Amounts in thousands of U.S. dollars; all of the Company's forward contracts mature within 30 days of period end. 

 
16. SHARE-BASED PAYMENTS: 

The Company grants stock options which vest evenly over a three-year period and are exercisable up to 10 
years from the date of grant.  As approved by the directors, a total of 10% of the total issued and outstanding 
common shares of the Company have been reserved for issuance under the plan of which 5% have been 
awarded and remain outstanding as at September 30, 2016. 

The value of these options is recognized on a graded vesting basis except where the employee is eligible to 
retire prior to a tranche's vesting date, in which case the value is recognized between the grant date and the 
date the employee is eligible to retire. 

The amount recorded in contributed surplus as at September 30, 2016 was $6,131 (December 31, 2015 - 
$8,843).  For the three and nine months ended September 30, 2016, an expense of $651 and $1,783 (2015 - 
$1,032 and $3,338), respectively, was recorded in the consolidated statements of income and comprehensive 
income. As at September 30, 2016, future unrecognized compensation cost for non-vested stock options was 
$1,894 (December 31, 2015 - $3,129), which is to be recognized over a weighted average period of 1.8 years 
(December 31, 2015 - 2.3 years). 

Significant assumptions used in valuing the options granted in the current quarter include a volatility rate of 
38%, a dividend rate of 6.1%, an expected life assumption of 10 years, and a risk-free rate of 1.38%.   

The following table summarizes the weighted average exercise prices and the weighted average remaining 
contractual life of the balances of stock options outstanding at September 30, 2016.  

  Options Outstanding Options Exercisable 

Exercise Price ($) Options 

Weighted 
Average 

Remaining 
Contractual 
Life (Years) 

Weighted 
Average 

Exercise Price 
($) Options 

Weighted 
Average 
Exercise 
Price ($) 

$3.41  88,546              6.25   $        3.41  88,546  $3.41  
$7.99  116,847              9.30   $        7.99                   -                  -   
$8.03  1,190,000              9.21   $        8.03                   -                  -   
$13.54  66,422              9.55   $      13.54                   -                  -   
$14.00  17,743              9.64   $      14.00                   -                  -   
$14.85  17,070              9.72   $      14.85                   -                  -   
$16.10  23,002              9.80   $      16.10                   -                  -   
$16.15  23,532              9.89   $      16.15                   -                  -   
$16.34  23,594              9.97   $      16.34                   -                  -   
$16.89  724,286              8.22   $      16.89  241,427  $16.89  
  2,291,042              8.82   $      11.16         329,973   $      13.27  

For the year-to-date period ended September 30, 2016, 71,298 (2015 – nil) options were forfeited or expired. 
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17.        ASSETS ACQUIRED FROM LOANS: 
The table below summarizes the assets acquired from loans: 

      

      September 30, 2016 December 31, 2015 

Assets held for sale  $             -    $    66,787  
Businesses acquired            98,240         35,580  
       $   98,240   $  102,367  

 
(a) Assets Held for Sale: 

In January 2015, one of the Company's borrowers emerged from formal restructuring proceedings in 
Canada and the U.S. as a going concern. As a result and under the terms of its secured creditor 
agreement, the Company gained control of the business of the borrower and had presented the net assets 
and liabilities of the business as assets held for sale.  

In March 2016, as approved by the independent members of the Board, the Company required payment 
by the Catalyst Funds of a guarantee (as described in note 9(c)) with respect to the Company’s assets 
held for sale in an amount equal to the total outstanding principal plus accrued and unpaid interest of 
$101.3 million. The Funds acquired the loan in question for an amount equal to the guarantee and are 
now the owners of the business and are actively restructuring it. The Company primarily used the 
proceeds from the guarantee to repay a portion of the balance outstanding under the subordinated bridge 
facility.     

  

Three Months Ended 
September 30 

Nine Months Ended 
September 30 

  2016 2015 2016 2015 
Net loss from operations of assets held for sale  $            -    $ (1,429)  $    (1,417) $    (4,352) 
Provision related to assets held for sale                  -      (3,000)                   -         (3,000) 
Recovery under the Catalyst guarantee                  -       4,429           1,417           7,352  
   $              -   $          -   $               -   $              -  

 
(b) Businesses Acquired: 

In November 2015, one of the Company's borrowers emerged from formal restructuring proceedings in 
the U.S. as a going concern. In May 2016, one of the Company's borrowers emerged from formal 
restructuring proceedings in Canada as a going concern.  In both instances, as a result and under the 
terms of its secured creditor agreement, the Company gained control of the operating assets of both 
borrowers and has presented the net assets and liabilities of these operating assets as businesses 
acquired.   

An amount of $8,200 was recorded in the statement of comprehensive income representing the net loss 
and provisions from the businesses acquired for the current year-to-date period. 

As at September 30, 2016, the significant assets and liabilities of the businesses acquired consisted of 
the following: 
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        September 30, 2016 
Significant assets: 
   Accounts receivable  $    5,307  
   Inventory         1,724  
   Other assets      14,914  
   Machinery & equipment      28,161  
   Land & building      17,540  
   Goodwill      27,602  
Significant liabilities: 
   Accounts payable and accrued liabilities       $2,371  

 
18.      CAPITAL REQUIREMENTS: 

The Company is required to maintain minimum excess working capital as prescribed by the OSC.  At 
September 30, 2016 and December 31, 2015, the Company was in compliance with the OSC's requirement 
to maintain minimum capital of $100.   

19.     TRANSFERS OF FINANCIAL ASSETS: 
As described in note 9, in connection with the Offering, the Company, CCGI, and certain funds managed by 
CCGI entered into a participation agreement.  Accordingly, effective April 2015, Catalyst Fund Limited 
Partnership V (“Catalyst Fund V”) began to participate in the funding of new loans originated by Callidus. 
The tables below provide a summary of the impact of derecognition on the Company’s financial statements. 

Statement of Financial Position 

As at September 30, 2016 Before Derecognition 
Effect of 

Derecognition 
After 

Derecognition 
Cash and cash equivalents  $      34,980   $                -   $      34,980  
Income taxes receivable            5,217                     -              5,217  
Derivative assets            1,208                     -              1,208  
Assets acquired from loans          98,240                     -           98,240  
Loans receivable     1,074,515        (203,488)        871,027  
Derivative assets associated with loans          32,000                     -           32,000  
Deferred tax asset            1,054                     -              1,054  
Guarantee asset          21,492               (884)          20,608  
Other assets            2,952                     -              2,952  
   $ 1,271,658   $   (204,372)  $1,067,286  
Accounts payable and accrued liabilities(1)  $      24,486   $      13,007   $      37,493  
Deferred tax liability            3,164                     -              3,164  
Borrower deposits            1,239                     -              1,239  
Deferred facility fees            7,579                     -              7,579  
Due to Catalyst Fund Limited Partnership V        175,505        (175,505)                      -  
Revolving credit facilities        189,740          (13,829)        175,911  
Senior debt          49,890            (5,531)          44,359  
Subordinated bridge facility, due to Catalyst        305,806            (9,678)        296,128  

       757,409        (191,536)        565,873  
Share capital        425,168                     -         425,168  
Contributed surplus            6,131                     -              6,131  
Retained earnings          83,679          (12,836)          70,843  
Accumulated other comprehensive loss             (729)                    -               (729) 
         514,249          (12,836)        501,413  
   $ 1,271,658   $   (204,372)  $1,067,286  

(1) Payable recognized pertains to the derecognized income owed to Catalyst Fund V as a result of the participation interest. 
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Statement of Comprehensive Income 
Three Months Ended September 30, 2016 Nine Months Ended September 30, 2016 

  Consolidated 
Effect of 

Derecognition 
After 

Derecognition Consolidated 
Effect of 

Derecognition 
After 

Derecognition 

Interest  $  49,976   $    (8,231)  $    41,745   $ 147,929   $  (19,193)  $ 128,736  
Fees and other        3,509         (1,085)          2,424        13,946         (3,042)        10,904  
       53,485         (9,316)        44,169      161,875       (22,235)     139,640  

Catalyst Fund Limited Partnerships      (7,071)             204          (6,867)      (21,553)             744       (20,809) 
Senior debt and revolving credit facilities      (4,003)             334          (3,669)      (12,890)          1,078       (11,812) 
     (11,074)             538       (10,536)      (34,443)          1,822       (32,621) 

Net interest income      42,411         (8,778)        33,633      127,432       (20,413)     107,019  
Provision for loan losses    (26,284)             503       (25,781)      (48,507)             522       (47,985) 
Recovery under the Catalyst guarantee        6,396              (14)          6,382        13,917              (33)        13,884  
Gain on derivative assets associated with 
loans                -                  -                    -        32,000                  -         32,000  
Foreign exchange gain         (215)               34             (181)         1,492            (159)          1,333  
Income from assets acquired from loans      (2,004)                 -          (2,004)        (8,200)                 -         (8,200) 
Catalyst's share of overhead expenses                -           2,878           2,878                  -           7,247           7,247  
     (22,107)          3,401       (18,706)        (9,298)          7,577         (1,721) 

Salaries and wages      (2,958)                 -          (2,958)        (9,019)                 -         (9,019) 
Stock options expense         (651)                 -             (651)        (1,783)                 -         (1,783) 
General and administrative       (1,191)                 -          (1,191)        (6,103)                 -         (6,103) 
       (4,800)                 -          (4,800)      (16,905)                 -       (16,905) 

Income before income taxes      15,504         (5,377)        10,127      101,229       (12,836)        88,393  

Current income taxes (expense) recovery      (4,229)                 -          (4,229)      (12,685)                 -       (12,685) 
Deferred income taxes (expense) recovery         (736)                 -             (736)      (16,013)                 -       (16,013) 
       (4,965)                 -          (4,965)      (28,698)                 -       (28,698) 

Income and comprehensive income  $  10,539   $    (5,377)  $      5,162   $   72,531   $  (12,836)  $   59,695  

20.     EARNINGS PER SHARE: 

  
Three Months Ended 

September 30 
Nine Months Ended 

September 30 
  2016 2015 2016 2015 
Basic earnings per common share: 
Net income  $   5,162  $ 19,925   $ 59,695  $ 54,304  
Weighted average number of common shares outstanding ('000s)     50,336      49,502      50,312      50,469  
Basic earnings per common share  $      0.10  $     0.40   $      1.19  $     1.08  

Diluted earnings per common share: 
Net income  $   5,162  $ 19,925   $ 59,695  $ 54,304  
Weighted average number of common shares outstanding ('000s)     50,336      49,502      50,312      50,469  
Adjustments to average shares due to: 
   Share-based payment options and others           629           133            369           318  
Weighted average number of common shares outstanding ('000s)     50,965      49,635      50,681      50,787  
Diluted earnings per common share  $      0.10  $     0.40   $      1.18  $     1.07  

  

677

700



CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three and Nine Months Ended September 30, 2016 and 2015 
   

 

20 

21.     SUBSEQUENT EVENTS: 
(a) Subsequent to the period-end, in October 2016, the Company increased the amount of its aggregate 

annual dividend to $1.20 per share.   

(b) Subsequent to the period-end, in October 2016, the Company announced that it is increasing the 
number of shares eligible under its current substantial issuer bid by 1,500,000 shares, or approximately 
an additional 3% of the shares outstanding shares as at October 27, 2016. Under the revised Offer, 
Callidus has offered to purchase for cancellation up to 5,071,428 of its outstanding common shares at 
$16.50 per share, from its shareholders. Under the revised Offer, the aggregate maximum purchase 
price payable by Callidus is $83.7 million. 

(c) Subsequent to the period-end, in October 2016, the Company announced that Goldman Sachs has been 
engaged to act as financial advisor in connection with the previously announced privatization process. 
The process is now underway and is expected to be completed before the end of the second quarter of 
2017.  
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Form 52-109F2 
Certification of Interim Filings 

Full Certificate 
 
I, Newton Glassman, the Chief Executive Officer of Callidus Capital Corporation, acting in that capacity 
and without personal liability, certify the following: 

1. Review: I have reviewed the interim financial report and interim MD&A (together, the “interim 
filings”) of Callidus Capital Corporation (the “issuer”) for the interim period ended September 
30, 2016 

 
2.  No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the 

interim filings do not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances under which it was made, with respect to the period covered by the interim filings. 

 
3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim 

financial report together with the other financial information included in the interim filings fairly 
present in all material respects the financial condition, financial performance and cash flows of 
the issuer, as of the date of and for the periods presented in the interim filings.  

 
4. Responsibility: The issuer’s other certifying officer and I are responsible for establishing and 

maintaining disclosure controls and procedures (DC&P) and internal control over financial 
reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of 
Disclosure in Issuers’ Annual and Interim Filings, for the issuer. 

 
5. Design:  Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer’s other 

certifying officer(s) and I have, as at the end of the period covered by the interim filings 
 
(a)  designed DC&P, or caused it to be designed under our supervision, to provide reasonable 

assurance that  
 
(i) material information relating to the issuer is made known to us by others, 

particularly during the period in which the interim filings are being prepared; and 
 

(ii) information required to be disclosed by the issuer in its annual filings, interim 
filings or other reports filed or submitted by it under securities legislation is 
recorded, processed, summarized and reported within the time periods specified 
in securities legislation; and  

 
(b)  designed ICFR, or caused it to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with the issuer’s GAAP. 

 
5.1 Control framework:  The control framework the issuer’s other certifying officer and I used to 

design the issuer’s ICFR is the Internal Control – Integrated Framework (2013) published by 
The Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

 
5.2 ICFR – material weakness relating to design:  N/A 
 
5.3 Limitation on scope of design:  N/A 
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6. Reporting changes in ICFR: The issuer has disclosed in its interim MD&A any change in the 

issuer’s ICFR that occurred during the period beginning on July 1, 2016 and ended on September 
30, 2016 that has materially affected, or is reasonably likely to materially affect, the issuer’s 
ICFR.  

 
Date: November 3, 2016 
 
(signed) Newton Glassman 
 
Newton Glassman 
Chief Executive Officer 
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Form 52-109F2 
Certification of Interim Filings 

Full Certificate 
 
I, Dan Nohdomi, the Chief Financial Officer of Callidus Capital Corporation, acting in that capacity and 
without personal liability, certify the following: 

1. Review: I have reviewed the interim financial report and interim MD&A (together, the “interim 
filings”) of Callidus Capital Corporation (the “issuer”) for the interim period ended September 
30, 2016 

 
2.  No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the 

interim filings do not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances under which it was made, with respect to the period covered by the interim filings. 

 
3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim 

financial report together with the other financial information included in the interim filings fairly 
present in all material respects the financial condition, financial performance and cash flows of 
the issuer, as of the date of and for the periods presented in the interim filings.  

 
4. Responsibility: The issuer’s other certifying officer and I are responsible for establishing and 

maintaining disclosure controls and procedures (DC&P) and internal control over financial 
reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of 
Disclosure in Issuers’ Annual and Interim Filings, for the issuer. 

 
5. Design:  Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer’s other 

certifying officer(s) and I have, as at the end of the period covered by the interim filings 
 
(a)  designed DC&P, or caused it to be designed under our supervision, to provide reasonable 

assurance that  
 
(i) material information relating to the issuer is made known to us by others, 

particularly during the period in which the interim filings are being prepared; and 
 

(ii) information required to be disclosed by the issuer in its annual filings, interim 
filings or other reports filed or submitted by it under securities legislation is 
recorded, processed, summarized and reported within the time periods specified 
in securities legislation; and  

 
(b)  designed ICFR, or caused it to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with the issuer’s GAAP. 

 
5.1 Control framework:  The control framework the issuer’s other certifying officer and I used to 

design the issuer’s ICFR is the Internal Control – Integrated Framework (2013) published by 
The Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

 
5.2 ICFR – material weakness relating to design:  N/A 
 
5.3 Limitation on scope of design:  N/A 
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6. Reporting changes in ICFR: The issuer has disclosed in its interim MD&A any change in the 

issuer’s ICFR that occurred during the period beginning on July 1, 2016 and ended on September 
30, 2016 that has materially affected, or is reasonably likely to materially affect, the issuer’s 
ICFR.  

 
Date: November 3, 2016 
 
(signed) Dan Nohdomi 
 
Dan Nohdomi 
Chief Financial Officer 
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12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 1/8

BUSINESS NEWS MARCH 26,  2018 / 2:35 PM / UPDATED 3 YEARS AGO

Callidus shares tumble after Reuters report on
Catalyst valuations

By John Tilak, Lawrence Delevingne 3  M I N  R E A D

A sign shows the entrance to the offices of Callidus Capital in Toronto, Ontario, Canada July 6, 2017.
REUTERS/Chris Helgren
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12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 2/8

TORONTO/NEW YORK (Reuters) - Shares of Canadian lender Callidus Capital Corp lost as

much as 21.6 percent in two trading sessions, hitting an all-time low, after a Reuters report

on Friday raised questions about the valuations that parent company Catalyst Capital Group

Inc assigned to some of its portfolio companies.

Callidus, which offers high-interest loans to distressed companies and went public in 2014, is

one of the largest holdings in Catalyst’s private equity funds. Among other things, the Reuters

report said that Callidus has so far been unable to find a buyer to take the company private.

Catalyst said in a press release last year that it was targeting a price of C$18 to C$22 a share.

Callidus shares dropped 6 percent on Friday. The slide continued on Monday, with the stock

falling as much as 16.5 percent to hit a record low before ending down 6.4 percent at C$6.23,

a drop of about 39 percent since the start of the year.

A D V E R T I S E M E N T

The Reuters report, citing various sources and documents, also noted that at least three other

of Catalyst’s major assets have struggled to find buyers at the firm’s valuations.

A spokesman for Callidus and Catalyst, which are both headed by Newton Glassman,

declined to comment for this story on Monday.
FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 3/8

Catalyst, in a statement issued on Friday after Reuters published its reporting on the firm,

said that the news organization was “unobservant” of the nature of private equity and of

Catalyst’s accomplishments in “rebuilding broken companies.”

A D V E R T I S E M E N T

Find your mountain escape
Share great memories without sharing space. Book a whole vacation home for your family.

Ad

“We can only stand dumbfounded by the failure of Reuters to understand the basic value

creation principles required to grow companies and the care we take to protect and maximize

returns,” Catalyst said.

After Callidus reported its most recent quarterly earnings in November, National Bank

analyst Jaeme Gloyn said in a report, “We believe recent performance materially impacts

both the probability and the valuation of a privatization transaction.” Callidus said on

Monday it would report fourth-quarter results on April 2.

Reporting by John Tilak in Toronto and Lawrence Delevingne in New York

Our Standards: The Thomson Reuters Trust Principles.

M O R E  F R O M  R E U T E R S

FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…

686

709

Darla


https://adssettings.google.com/whythisad?reasons=AB3afGEAAAVPW1tbW251bGwsWzUyXSxudWxsLG51bGwsbnVsbCxudWxsLG51bGwsbnVsbCxudWxsLG51bGwsbnVsbCxudWxsLG51bGwsbnVsbCxudWxsLG51bGwsbnVsbCxudWxsLG51bGwsbnVsbCxudWxsLHRydWVdLFtudWxsLCJodHRwczovL2dvb2dsZWFkcy5nLmRvdWJsZWNsaWNrLm5ldC9wYWdlYWQvY29udmVyc2lvbi8__xkL7JLfby-KEEErGLKVt8k6pNBdfSG6_nULd8debM9khusaR5CdU0ySDcf_EFqEB4fXLn2IWuAMf0ErzMMWOYjA4Cr-kW02pMyW6DLiWoAKSTrYZ_TRoUXdb7Hzp8VVB1G6cSDJTo6YjViEEcd-HNgNnyz6G2F_UqmV03ObGZ6Lm50Qq8xM6z9iwjklWgSPk4pGjTEe0CApwLDI4iEjXZgu9YSsqSVOnMhY0urdFrxoyoSBk5uTSGEG_Y97DDdfCz3g7bpnZpJkQJchJYXTQ8S9fGE2sponh5c6GqY-6YHzVd1lOSpVp4t3LZOwEnoTt05qJ_az0qZ_n4TVAxQ,BUe0Y2Npqufl2mMOgiea6A&source=display
https://adssettings.google.com/whythisad?reasons=AB3afGEAAAVPW1tbW251bGwsWzUyXSxudWxsLG51bGwsbnVsbCxudWxsLG51bGwsbnVsbCxudWxsLG51bGwsbnVsbCxudWxsLG51bGwsbnVsbCxudWxsLG51bGwsbnVsbCxudWxsLG51bGwsbnVsbCxudWxsLHRydWVdLFtudWxsLCJodHRwczovL2dvb2dsZWFkcy5nLmRvdWJsZWNsaWNrLm5ldC9wYWdlYWQvY29udmVyc2lvbi8__xkL7JLfby-KEEErGLKVt8k6pNBdfSG6_nULd8debM9khusaR5CdU0ySDcf_EFqEB4fXLn2IWuAMf0ErzMMWOYjA4Cr-kW02pMyW6DLiWoAKSTrYZ_TRoUXdb7Hzp8VVB1G6cSDJTo6YjViEEcd-HNgNnyz6G2F_UqmV03ObGZ6Lm50Qq8xM6z9iwjklWgSPk4pGjTEe0CApwLDI4iEjXZgu9YSsqSVOnMhY0urdFrxoyoSBk5uTSGEG_Y97DDdfCz3g7bpnZpJkQJchJYXTQ8S9fGE2sponh5c6GqY-6YHzVd1lOSpVp4t3LZOwEnoTt05qJ_az0qZ_n4TVAxQ,BUe0Y2Npqufl2mMOgiea6A&source=display
http://thomsonreuters.com/en/about-us/trust-principles.html
https://www.youtube.com/watch?v=mHoRVGw172w


 46 

 

EXHIBIT 21  

687

710



688

711



689

712



690

713



691

714



692

715



693

716



694

717



695

718



 47 

EXHIBIT 22 

  

696

719



697

720



698

721



699

722



700

723



701

724



 48 

 

EXHIBIT 23  

702

725



Callidus draws OSC scrutiny on its $200-million casino-game play 
ANDREW WILLIS, JEFFREY JONES 
THE GLOBE AND MAIL 
May 17 at 7:47 PM ET 
Callidus Capital Corp., the publicly traded lender run by financier Newton Glassman, 
has been under scrutiny from Ontario’s securities regulator for its disclosure about an 
investment in a casino-game company. 
Callidus controls Bluberi Gaming Technologies Inc., a Quebec company that produces 
slot machines. The Toronto-based firm took ownership of Bluberi after it filed for 
protection under the Companies’ Creditors Arrangement Act in late 2015. Callidus was 
a lender to it. 
Today, Mr. Glassman’s firm values the investment at about $200-million. In a first-
quarter earnings release on Tuesday night, Callidus gave investors additional 
information about the investment “in connection with an Ontario Securities Commission 
continuous disclosure review.”  
Provincial securities commissions have a detailed rule book, known as National 
Instrument 51-102, that outlines how public companies must give information to the 
market on a continual basis. The commissions review public company filings and, from 
time to time, tell companies to improve the quality and detail of what they give to 
investors. 
 
Much of the new disclosure from Callidus is about risks to Bluberi’s business and the 
assumptions used to assess its value. The firm said it is giving the new information to 
help investors better understand the numbers and “to meet the disclosure requirements 
in [two sections of] NI 51-102.” Neither Callidus nor the OSC would comment further. 
The disclosure makes it clear that Callidus’ $200-million valuation is predicated on the 
gambling company showing significant growth and profitability in the coming years.  
Bluberi’s revenue was less than $20-million in the 12 months ended March 31, 2018. 
Callidus had previously disclosed Bluberi is seeking to grow by expanding in an 
unnamed South American country that is expected to “create a regulatory framework for 
the gaming industry by 2019.“ In the new disclosure, it clarified that gambling isn’t legal 
in this jurisdiction. 
 
“Legislation to legalize regulated gaming in this country remains pending,” the firm said, 
adding that it was still confident the government would pursue it, partly because the 
“poor economic backdrop of the country in recession” would create pressure to find new 
sources of revenue. 
The new Callidus disclosure also reveals that while Bluberi has applied for regulatory 
approval for its games in Ontario, British Columbia and Alberta, that process is 
expected to unfold slowly. In its most recent report, Callidus said Bluberi “anticipates” 
getting approval in Ontario and B.C. by the end of this year, but not until 2019 in 
Alberta. 
Callidus’s updated financial projections no longer include the potential sale of 7,000 
Bluberi slot machines that the company said last year would be deployed by another 
Glassman-controlled investment, Gateway Casinos & Entertainment Ltd. 
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Both Gateway and Bluberi are ultimately controlled by Mr. Glassman’s Catalyst Capital 
Group Inc., which is currently attempting to cash in on its ownership stake in Gateway 
though either an initial public offering or a sale to another casino operator. 
 
Despite those obstacles, Callidus last year raised its estimate of Bluberi’s earnings 
power, saying its average annual EBITDA over four years could be $59.1-million, a 
figure it said was backed by positive market reception to new products. That was a 33-
per-cent increase from previous projections. (EBITDA is earnings before interest, taxes, 
depreciation and amortization.) 
The $59.-1-million EBITDA projection, Callidus added, is “not representative of Bluberi’s 
current results.” 
Together, Catalyst and Callidus manage billions of dollars in assets, mostly in the debt 
and equity of companies that are in financial distress or are being restructured. 
But questions have arisen in recent months about Mr. Glassman’s ability to turn those 
investments into cash at desired prices and about Catalyst’s practice of extending the 
lives of its funds, allowing it to hold on to investor capital for longer than is typical for 
private equity funds. The concerns were brought to the fore in a Reuters news article in 
March. Catalyst disputed the article’s conclusions in a subsequent statement. 
Complicating matters for Catalyst is the fact that its private funds – which have raised 
money from institutions such as the pension plans at McGill University and the 
University of Toronto – own significant amounts of Callidus stock and debt. Callidus 
shares have performed poorly, losing more than half their value since being floated in 
2014. 
Callidus announced weak financial results on Tuesday, posting a quarterly loss of $7-
million, compared with a $3.5-million loss in the same quarter a year ago. The company 
lost $218.5-million in 2017. 
It reported loan losses of $15-million in the first quarter of 2018, and took control of 
Minnesota-based paving company Midwest Asphalt Corp. Callidus now owns six 
businesses where it was originally a lender, including Bluberi and Midwest, and has 19 
loans outstanding. The company values its overall portfolio at $1.2-billion, including a 
$414-million valuation on companies it has acquired. 
Among other revelations in the earnings release, Callidus said it is considering 
additional loans to an unnamed energy company that operates in South America and is 
facing financial difficulties. Regulatory filings show that parent Catalyst is prepared to 
lend Callidus US$150-million to meet that commitment. Callidus said it may lend the 
energy company more money, but is not required to do so. 
In 2017, Callidus took a $132-million provision against its loans to the unnamed 
company, which analysts have identified as Oklahoma-based Horizontal Well Drillers, 
which has extensive operations in Venezuela. At the time, Callidus said it may have to 
write off a further $64-million on this loan. 
Mr. Glassman has repeatedly discussed taking Callidus private over the past two years 
and at one point set out a target price of $18 to $22 a share, based on a valuation by 
National Bank Financial. In a conference call on Wednesday, Mr. Glassman said 
Callidus is continuing to work on a privatization and “has no material facts or changes to 
report.” The stock closed at $6.90 on Thursday in Toronto. 
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12/31/2020 Globe investigation of Davie shipyard finds complex web of ownership, financing - The Globe and Mail

https://www.theglobeandmail.com/news/politics/globe-investigation-of-davie-shipyard-finds-complex-web-ofownership/article34857698/ 1/2

SHIPBUILDING

A tale of two shipyards

Alex Vicefield, chief executive Inocea Group, and his partners are transforming the M.V. Asterix, seen here in 2016, into what he says will be an interim oil-replenishment ship to lease to navy.

MATHIEU BELANGER/FOR THE GLOBE AND MAIL

A Globe and Mail investigation has discovered the company that got the contract to provide a

temporary supply ship for the Canadian navy is owned by a complex web of companies that can be

traced from Canada and the United Kingdom to the tax havens of Monaco and the British Virgin

Islands

ROBERT FIFE OTTAWA BUREAU CHIEF
STEVEN CHASE
DANIEL LEBLANC PARLIAMENTARY AFFAIRS REPORTER
PAUL WALDIE EUROPE CORRESPONDENT
PUBLISHED APRIL 29, 2017

PUBLISHED APRIL 29, 2017

This article was published more than 3 years ago. Some information in it may no longer be current.
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This content is available to globeandmail.com subscribers.
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Open Positions
(Https://Insolvencyinsider.C
a/Category/Open-
Positions/)

Estate Administrator –
Sydney, Nova Scotia

Corporate Insolvency
Administrator

Senior Consultant,
Restructuring & Turnaround

Moves And Promotions
(Https://Insolvencyinsider.C
a/Category/Moves-And-
Promotions/)

Philippe Bélanger, partner at
McCarthy Tétrault LLP in
Montreal, has been appointed
a puisne judge of the Superior
Court of Quebec for the
district of Montreal.

KSAI Restructuring, newly
formed as a division of Kunjar
Sharma & Associates Inc. is
pleased to welcome Uwe
Manski, FCPA, FCA, FCIRP
(ret.) as its founding Executive
Director – Corporate and
Commercial Insolvencies. Mr.
Manski, a Licensed Insolvency
Trustee (LIT), brings more
than 40 years of experience
working with financially
troubled businesses covering

C.
&
C.
W
oo
d
Pr
od
ucts Ltd

m (https://insolvencyinsider.ca) > Recent Filings (https://insolvencyinside

June 5, 2020

Filing Type: Receivership (https://insolvencyinsider.ca/filing-
type/receivership/)

Trustee: PwC

Applicant: Callidus Capital

Applicant Counsel: Lawson Lundell

Industry: Manufacturing
(https://insolvencyinsider.ca/industry/manufacturing/)

Province: British Columbia (https://insolvencyinsider.ca/locations/british-
columbia/)

C. & C. Wood Products Ltd., a manufacturer of wood products with mill
facilities in Cranbrook and Quesnel, British Columbia, along with its
subsidiary, Westside Logging Ltd., were placed in receivership on June 5
on application by Callidus Capital, owed approximately $91.0 million. Over
the last two years, the companies sustained significant operating losses.
Although the companies previously attempted to implement various
restructuring initiatives and turnarounds, none of these resulted in a cash
flow positive operation or a going concern sale of the companies. As a
result, the companies' two facilities have now been shut down. PwC was
appointed receiver. Lawson Lundell is counsel to the applicant.

View Case Details (https://www.pwc.com/ca/en/services/insolvency-
assignments/ccwoodproducts.html)

Insolvency Insider (https://insolvencyinsider.ca/)

HOME (HTTPS://INSOLVENCYINSIDER.CA/) FILINGS (HTTPS://INSOLVENCYINSIDER.CA/FILING)

COURT CASES (HTTPS://INSOLVENCYINSIDER.CA/CATEGORY/COURT-CASES/)

WEBINARS (HTTPS://WEBINARS.INSOLVENCYINSIDER.CA/)

DIRECTORY (HTTPS://INSOLVENCYINSIDER.CA/DIRECTORY/) MORE Á

NEWSLETTER  (HTTPS://MAILCHI.MP/INSOLVENCYINSIDER/SIGNUP)
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12/31/2020 Newton Glassman's Gateway Casino deal offers little windfall for Catalyst Capital | Financial Post

https://financialpost.com/news/fp-street/glassmans-gateway-deal-offers-little-windfall-for-catalyst-fund 1/8

News Personal Finance FP Comment FP Picks Investing Markets Economy Executive Women Entrepreneur Real Estate
Commodities Innovation National Post Videos

News / FP Street

Newton Glassman's Gateway Casino deal offers
little windfall for Catalyst Capital
Catalyst had once valued Gateway Casinos & Entertainment at $2.5 billion; the new owner values it
at $1.46 billion, with debt

Bloomberg News
Paula Sambo

Jan 16, 2020  •  Last Updated 11 months ago  •  5 minute read

Two days after Christmas, Catalyst Capital Group sold its Canadian casino company, almost eight years after it �rst tried to exit its investment. PHOTO BY
JOHN LAPPA/SUDBURY STAR/POSTMEDIA NETWORK FILES

Sections Search Subscribe Sign In

POSTHASTE Sharpen your focus before your workday Sharpen your focus before your
workday Sign up now>

Unlock the Financial Post. Subscribe now to get unlimited online acce
You have 8 free articles left to read.

710

733

https://financialpost.com/category/news/
https://financialpost.com/category/personal-finance/
https://financialpost.com/category/opinion/
https://financialpost.com/category/fp-picks/
https://financialpost.com/category/investing/
https://financialpost.com/markets/
https://financialpost.com/category/news/economy/
https://financialpost.com/category/executive/executive-women/
https://financialpost.com/category/entrepreneur/
https://financialpost.com/category/real-estate/
https://financialpost.com/category/commodities/
https://financialpost.com/category/technology/
https://nationalpost.com/
https://financialpost.com/video-centre/
https://financialpost.com/category/news/
https://financialpost.com/category/news/fp-street/
https://financialpost.com/
https://pages.postmedia.com/subscribe/?nationalpost
http://view.ceros.com/postmedia-network/posthaste-newsletter-signup/p/1


 52 

 

EXHIBIT 27  

711

734



12/31/2020 Our Board of Directors - BlackNorth Initiative

https://blacknorth.ca/directors/ 1/22
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12/31/2020 Our Board of Directors - BlackNorth Initiative

https://blacknorth.ca/directors/ 9/22

Newton GlassmanNewton Glassman
Founder & Managing Partner 
Catalyst Capital Group Inc.
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Walied SolimanWalied Soliman
Chair 
Norton Rose Fulbright
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ANNUAL REPORT 2015-16  |   SICKKIDS  23

BOARD MEMBERS
SICKKIDS FOUNDATION BOARD OF DIRECTORS 2015-16

Kathleen Taylor 
Chair of the Board, Royal Bank of Canada 
• Chair 
• Chair, Strategic Planning Committee (Ad Hoc)

Sonia A. Baxendale 
• Vice-Chair and Treasurer 
• Chair, Audit and Finance Committee

Christian Lassonde 
Chief Venture Advisor, The Next 36 
• Vice-Chair 
• Chair, Development Committee

Lisa Lisson 
President, FedEx Express Canada Ltd. 
• Chair, Compensation/Resource Management  
 Committee

Walied Soliman 
Partner, Norton Rose Fullbright Canada LLP 
• Chair, Governance and Nominating Committee

V. Prem Watsa 
Chairman & CEO, Fairfax Financial Holdings Ltd. 
• Chair, Investment Committee

Jordan Banks 
Managing Director, Facebook Canada

Jordan Bitove 
Partner, Spectrum Capital Partners

Gino DiGioacchino 
Chief Merchandising Officer,  
Wal-Mart Canada Corp.

Charles Field-Marsham 
Founder & President, Kestrel Capital  
Management Corp.

John Francis 
Managing Director, Fraser Kearney Capital Corp.

David Goodman 
President & CEO, Dundee Corporation

Wesley J. Hall 
Chief Executive Officer, Kingsdale Shareholder 
Services Inc.

Jake Herman 
President, Woodbourne Canada Management Inc.

Tim Hockey 
President, TD Ameritrade 

Dr. Amy Kaiser 
Doctor, The Clinic on Dupont

Lori Latchman

Frank Luk

Michael Medline 
President & CEO, Canadian Tire Corporation Ltd.

Caroline Mulroney Lapham 
Vice President, BloombergSen Investment Partners

Richard Nesbitt 
President & CEO, Global Risk Institute in  
Financial Services

Gail O’Brien

Justin Poy 
Founder, President & Creative Director, The Justin 
Poy Agency

Edward Rogers 
Deputy Chairman, Rogers Communications Inc.

Reza Satchu 
Managing Partner, Alignvest Capital Management

Irit Shay 
Co-owner, Royal de Versailles Jewellers 

Erol Uzumeri 
Founder, Searchlight Capital Partners

Ex-Officio (voting)

Dr. Michael Apkon

Ajit Khanna

Rose M. Patten 
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GRAND BENEFACTORS 
$10,000,000 +
Astral Media Radio, Newstalk 1010/Boom97.3/ 
Virgin Radio 99.9
Bell Canada and Bell Employees
J. P. Bickell Foundation
Garron Family 
Peter Gilgan Foundation
Heart and Stroke Foundation
Herbie Fund
The Roy C. Hill Charitable Foundation
Johnson and Johnson Inc.
Arthur and Sonia Labatt
Mining4Life: Supporting Mining Communities Worldwide
Rally for Kids with Cancer Scavenger Cup
RE/MAX INTEGRA Ontario-Atlantic Inc.
The John Ross Robertson Foundation
Rogers Foundation
The Slaight Family Foundation
TD Bank Group
Wal-Mart Canada Corp.
The Women’s Auxiliary of The Hospital for Sick Children

GRAND PATRONS 
$5,000,000 – $9,999,999
b.r.a.i.n.child
BMO Financial Group
Canaccord Genuity Great Camp Adventure Walk
CIBC and CIBC Children’s Foundation
Costco Wholesale
David and Stacey Cynamon
Cystic Fibrosis Canada
The Dilawri Foundation

FDC Foundation
Newton Glassman Charitable Foundation
Mitchell Goldhar
Harold and Bernice Groves
Robert Harding
The James Fund for Neuroblastoma Research
KRG Children’s Charitable Foundation
LCBO
Meagan’s Walk: Creating a Circle of Hope in Honour of 

Meagan Marie Bebenek
Northbridge Financial Corporation
RBC
Sandra and Jim Pitblado
Sears Canada Inc.
SickKids Psychiatry Association

GRAND PARTNERS 
$1,000,000 – $4,999,999
A
Adam’s Dream Fund
Air Canada Foundation
Al Qamra Holding Group
Amersham Health
An Enchanted Evening
Jamie and Patsy Anderson
Atrens-Counsel Insurance Brokers Inc.  

“Straight From Our Hearts”

B
Karen and Bill Barnett
Baxter Corporation
Bayer Inc.
Beer Canada

In Honour of Laurie Berman
Black Family Foundation
Oliver and Shirin Bock
Borden Ladner Gervais LLP
Brandan’s Eye Research Fund
Brazilian Carnival Ball 2009
Ron Bresler and Erin Donohue
Brookfield
Chris Brundage
Bunzl Distribution Inc.
Burger King Restaurants of Canada Inc.

C
The Cadillac Fairview Corporation Limited
Audrey and Donald Campbell Foundation
Canaccord Genuity Corp.
Canadian Tire Corporation Limited
CanWest Global Communications Corp.
Capitalize for Kids
Cardiac Kids
Caring Together – TD Employees Fund
Children of Chornobyl Canadian Fund
Hak Ming and Deborah Chiu
CIBC FirstCaribbean
CIT Group
CN
CN Employees’ and Pensioners’ Community Fund
Coast to Coast Against Cancer Foundation and  

Jenna’s Angels
Cochlear Americas
CTV Inc.
James H. Cummings Foundation

We would like to recognize the following individuals whose cumulative contributions have reached or exceeded $25,000, and those corporations, foundations, 
associations and community events that have generously contributed $50,000 or more, between April 1, 1993 and March 31, 2016. We are profoundly 
grateful for your support. We also wish to thank those donors who have chosen to remain anonymous.

OUR DONORS
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� �

� ·  Industry news

OSC IAP tempers support for Ontario task force
proposals

Advisory panel warns some proposed amendments could compromise regulators' ability
to ensure investors are protected

By Leo Almazora

Sep 08, 2020 / Share

In response to a wide-ranging consultation launched by the Ontario
Capital Markets Modernization Taskforce, the Ontario Securities
Commission’s Investor Advisory Panel (OSC IAP) praised certain
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proposals to help protect investors, but argued other suggested
amendments fall short of signi�cant progress or would represent a
step backward.

“The Task Force report contains many thoughtful and worthy ideas,”
said IAP Chair Neil Gross in a letter to Wallied Soliman, who heads
the taskforce.

Among the proposals it backed, the panel cited a recommendation
to empower the Ombudsman for Banking Services and Investments
(OBSI) to make binding decisions in addressing valid consumer
complaints.

That authority, which has been long sought by investor advocates,
would “foster greater public con�dence that Ontario’s capital
markets are fair and aim to provide investors with appropriate
protections,” the panel said. It also approved of a proposal to raise
OBSI’s monetary award limit to $500,000, which would bring it in
line with IIROC’s arbitration program.

The IAP agreed with the task force’s thinking that the OSC’s current
administrative penalty limit is too low, but asserted that the
recommended expansion to $5 million doesn’t go far enough.
“[C]onsideration should be given to empowering the OSC to impose
monetary penalties that exceed whatever �nancial bene�t the �rm
derived from its non-compliance,” the panel said.

The panel also backed a call to increase investors’ access to
independent investment product within the shelf system, as it
would fortify what it saw as shortcomings in recently-adopted
client-focused reforms (CFRs). However, to avoid singling out just
one sector of the industry, it suggested that the proposal be
expanded to include not just bank-owned dealers, but all dealers, or
at least all the large independent ones as well as those owned by
banks.

Among the areas it saw as problematic, the IAP highlighted a task
force proposal to expand the mandate of the OSC to include capital
formation and competition in the markets. While it acknowledged
the importance of fostering market competitiveness and growth,
the panel said making it an imperative for the OSC would potentially
degrade or destabilize public trust in the regulator as a fair and
objective watchdog of capital markets.

It also had reservations on another proposal, which sought to
expand the categories of accredited investors (AIs). While it agreed
that requirements to meet certainly �nancial thresholds should be
waived for those licensed to dispense investment advice, the IAP
suggested that AI status instead be based on a real benchmark for
investment knowledge or �nancial sophistication.
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“At most, income and wealth are merely indicative of capacity to
withstand loss – which may be important in the exempt market, but
loss capacity surely shouldn’t serve as a suf�cient criterion for
entry,” the panel said.

One proposal, which sought greater rights for persons or
companies directly affected by an OSC investigation or
examination, drew much harsher criticism. Citing that proposal’s
“unprecedented” purpose and scope, the panel warned such a
move could “compromise OSC investigations … through delays and
premature exposure of investigative leads, objectives, strategies
and evidence.”

The task force devoted part of its consultation report to comments
on strengthening self-regulatory organizations’ (SROs)
accountability and establishing a single SRO, which the IAP broadly
agreed with. However, given the CSA’s ongoing SRO framework
review along with the pan-Canadian scope of SRO operations, the
panel suggested that it would be “premature for Ontario to proceed
unilaterally on this front.”

The IAP also expressed quali�ed support for a proposal suggesting
a retail investment fund structure whose investment objectives and
strategies would involve investments in early-stage businesses.

“It is not clear whether the Task Force intended this proposal to
channel funding only toward early stage businesses or also toward
established small enterprises,” the panel said. “Support for both will
be crucial to rebuilding Ontario’s economy in the wake of COVID-19,
especially since the majority of private sector jobs are provided by
small business.”
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OPINION

It’s time for legislators to crack down on abusive short-selling

ORESTES PASPARAKIS, WALIED SOLIMAN AND JOE BRICKER
CONTRIBUTED TO THE GLOBE AND MAIL
PUBLISHED JANUARY 18, 2019

PUBLISHED JANUARY 18, 2019

This article was published more than 1 year ago. Some information in it may no longer be current.

Orestes Pasparakis is a partner at Norton Rose Fulbright in Toronto. Walied Soliman is global chair and Joe

Bricker is an associate at the firm. Mr. Pasparakis and Mr. Soliman are co-chairs of the firm’s Canadian special

situations team, which has played a leading role in some of Canada’s most high-profile hostile M&A and

shareholder activist and defence mandates.

Short-selling – a strategy where an investor bets that a company’s shares will decline in price – plays an important

role in our capital markets. It can help to ensure markets price in all relevant information, help investors hedge

their positions and root out fraud and abuse.

However, Canada has recently seen numerous examples of abusive short-selling, where short-sellers attempt to

profit from a short position by manipulating a stock’s price downward through false or misleading claims.

An Ontario court decision issued in December makes clear that for Canadian companies and investors subjected

to abusive short-selling, currently available private remedies are proving increasingly inadequate.

Without legislative reform, there are serious risks to the credibility and global competitiveness of Canada’s capital

markets, as well as risks of harm to investors.

In what’s known as the Harrington case, a Bermuda-based hedge fund alleged that a Canadian company and its

investors were the victims of market manipulation by short-sellers. The fund applied to the Ontario Superior

Court for an order against the Investment Industry Regulatory Organization of Canada (IIROC). If obtained, the

order would have compelled IIROC to provide the fund with full logs of trading activity in the company’s

securities, potentially allowing the fund to determine the culprits.

The court declined to issue the order and held that as a public regulator, IIROC does not have a duty to disclose

trading information to an investor contemplating a private claim.

It also acknowledged perceptions that regulation of “short-selling is permissive and lax in Canada compared to

other capital markets.” Yet the fact that investors had to sue (unsuccessfully) in an effort to obtain basic

information about who maintained a short position, and their trading activities, is distressing.
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Imagine you are the chief executive of a Canadian public company. Lawyers check every dot and comma of your

public disclosure. Securities laws impose personal liability on you for anything inaccurate or misleading in

financials. Yet short-sellers are seemingly free to employ abusive tactics and language and make outlandish

claims.

How would you respond? You could:

Try simply to get the truth out. But to paraphrase an old saying, short-sellers know a lie can travel far

throughout the markets before the truth gets its pants on. Risk-averse investors may already have lost

confidence before your story gets out.

Sue for libel or some other civil remedy. Short-sellers will wear your suit as a badge of honour, though. As

the Harrington case made clear, you may not even be able to find out who to sue.

Seek a remedy under Canadian securities laws. But provisions against misleading statements or market

manipulation do not contain a private right of action – in other words, a provision that gives companies or

investors who are harmed the right to pursue the case themselves. They only allow the regulator to pursue

the case, which is no sure bet. And even then, success requires proving a highly concrete market effect from

a specific statement.

Try to take the company private or engage in a merger or acquisition, but assuming you can find financing

or a buyer, why do something that drastic?

These are the exact options we have canvassed with any number of CEOs over the past year. When you do that, it

becomes clear that existing private remedies are not enough.

As a starting point, our legislators should require public disclosure of any net short position in a company’s

securities past a certain threshold, including the name of the holder, size of the position and date the position was

first acquired – just as they already do on the long side. In doing so, they would be following the precedent set in

the European Union, among other jurisdictions. For instance, the EU requires disclosure to the regulator when a

short position reaches 0.2 per cent of a company’s stock, public disclosure at 0.5 per cent and further public

disclosure for every 0.1 per cent after that. In the capital markets, information is oxygen. Investors should not

have to sue to find out who has taken out a major short position.

In addition, our legislators need to strengthen the provisions in our securities laws against misleading or untrue

statements. These laws readily impose liability on companies and their directors and officers for misleading or

untrue statements, without having to prove any market effect. The practical requirement to prove a precise

market effect of false or misleading statements made by a market participant should be softened.

Our legislators should also consider a private right of action for companies or investors who are harmed by

market manipulation, along the lines of the private remedies in the Competition Act. Of course, the right should

be carefully tailored to ensure that free speech about companies and their securities is adequately protected.

Lastly, our regulators need to keep up the prosecutorial pressure on abusive short-selling. While recent

prosecutions by the regulators in British Columbia and Alberta have not met with success, our regulators should

not lose their nerve. They deserve credit for their increased scrutiny on abusive shorting. Because most activist
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funds entertain several ideas at any one time, continued attention will encourage abusive short-sellers to think

twice about picking Canadian targets.

The inadequacy of private remedies against abusive shorts cries out for reform. Otherwise, Canada’s reputation as

a ripe target for abusive short-sellers will be increasingly deserved.
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Department of Finance Canada
 

Organizational Structure> >

Ava Yaskiel, Associate Deputy Minister and
G7/G20 & FSB Deputy for Canada 

Biographical Notes

Ava Yaskiel joined the Department of Finance in February 2018 as Associate
Deputy Minister.

Ms. Yaskiel is on a leave of absence from Norton Rose Fulbright Canada LLP
where she was a partner practising corporate and securities law for over 20

years. Her broad-based business law practice prior to joining the civil service, was both
transactional and advisory in nature and spanned a variety of sectors. Ms. Yaskiel also held a
number of management related positions during her tenure at Norton Rose Fulbright,
including Global Head of Corporate, M&A and Securities, National Chair of the Canadian
Business Law Group, member of the Global and Canadian Executive committees and Global
Supervisory committee and Co-Managing Partner of the Toronto Office.

Prior to joining Norton Rose Fulbright, Ms. Yaskiel spent over five years with the Ontario
Securities Commission, holding a variety of positions, including acting Director in the Office of
the General Counsel, where she focused on mergers and acquisitions, related-party
transactions and related policy matters.

Ms. Yaskiel did her undergraduate studies at the University of Toronto, completed her LL.B. at
Osgoode Hall Law School and her LL.M. at Cambridge University.

In addition to a number of recognitions in the legal field, Ms. Yaskiel was named one of WXN's
Canada's most Powerful Women in 2011.

Date modified:
2018-02-05
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November 11, 2018 
  
  
Attention: Board of Directors, Governance Department and Board of Trustees of 
  
Harvard Management Private Equity, Alaska Permanent Fund Corp., Morgan Stanley AIP, 
Arizona State Retirement System, Montana Board of Investments, McGill University, Sun Life 
Assurance Company of Canada, University of Toronto, University of Michigan, Missouri State 
Employees’ Retirement System, Alameda County Employees’ Retirement Association, 
Wabash College, San Bernardino County Employees’ Retirement Association, Chartiers 
Country Club, Central Indiana Community Foundation Inc. as obtained from the Southern 
Investigative Reporting Foundation (SIRF) April 11, 2018 report 
  

Confidential 
Without Prejudice 

  
My name is Kevin Baumann, a firm I once owned Alken Basin Drilling Ltd, obtained a loan from Callidus 
Capital Ltd. on March 31, 2014. Callidus is a firm backed by Catalyst Capital Group Inc. which styles itself 
as an asset backed lender which Morgan Stanley AIP is invested in via Catalyst Capital Corporation. 
  
The conduct my business received from Callidus starting on the first day onward was to oppress and 
distress which had the effect of harming the business, commencing with a large unreasonable 
undisclosed hold back of funds and continuing with multiple holdbacks of availability funds designed to 
harm and culminated with Callidus demanding a Chief Recovery Officer being retained whose proper 
name and Ontario Securities Commission and Chartered Professional Accountants of Ontario record was 
not disclosed. Callidus most often has a clause within agreements whereby funds can be advanced at 
their sole discretion, these funds in my case were often controlled by the forced Chief Recovery Officer, 
although they must act honestly and in good faith according to Canadian Law. 
  
This is the conduct I experienced, and which conduct has been observed within other Callidus loans that 
Callidus has utilized in their playbook to oppress, seize and obtain a yield enhancement or benefit from 
borrowers on behalf of their investors and LP’s including Morgan Stanley AIP. 
  
Prior to the Ontario Securities Commission demand that Callidus stop booking non-realized yield 
enhancements which can be found in the attached second quarter release after the tenth item. Callidus 
had accumulated substantial yield enhancements and boasted of hundreds of millions of dollars in gains. 
These past earnings were based on earnings call transcripts relating to Bluberi, Alken and others. 
  
This explains why myself and numerous other Callidus borrowers confirm we were deceitfully enticed to 
sign personal guarantees after the loan was initially negotiated, but shortly before closing. I believe this 
was designed solely to mitigate a borrower’s ability to litigate against Callidus and for Callidus to hide 
behind the expensive game of litigation by utilizing Morgan Stanley AIP capital. To confirm why both 
companies are considered extremely litigious please 
reference www.catalystlitigation.com and www.calliduscapitallitigation.com. It was obvious 
Catalyst/Callidus representatives unique business plan was to purportedly loan funds, then to oppress 
my business in order to take over and obtain a yield enhancement on behalf of Morgan Stanley 
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AIP among others. Individuals representing Catalyst/Callidus also admittedly ordered a sting on a retired 
judge to obtain information relating to a case where a party had exposed Catalyst/Callidus conduct. 
  
Fortunately, I built a successful new business after the designed failure of Alken. I have spent in excess 
of $1,000,000 on legal, forensic and accounting professionals to defend against Callidus conduct that is 
unfathomable to most. During the loan in spite of every attempt by Callidus for my company to default, 
on loan call my company was current with Callidus, and in fact I even have evidence that I was not 
allowed to repay my loan, which would indicate the conduct was in all likelihood a yield enhancement 
stock play to obtain profits for Morgan Stanley AIP among others. 
  
I realize your entire investment in Callidus may be at risk due to negative performance results, losses 
and reputation. Although, I stress it is not due to my conduct or any other conduct other than Callidus’. 
The stark reality is few if any companies can be oppressed to the point of destruction and be rebuilt as 
most businesses are relationship based operations. I believe it is your capital funds at Callidus’ 
unfettered disposal that has allowed this travesty against myself as a previous Callidus borrower to 
develop and continue. 
  
Callidus fought for a summary judgement against me in Calgary Court. In spite of me receiving minimal 
relevant disclosure including proper disclosure of the yield enhancement relating to my business, 
Callidus’ judgement application was denied. Callidus is now appealing this decision. I believe I will prevail 
with Callidus’ latest appeal and I will be taking this matter to trial. Morgan Stanley AIP knew or ought 
to have known from the various press releases, media stories and lawsuits from Texas to Alberta that 
they are indirectly participating in harm against me among others. 
  
I am in possession of a detailed forensic report which describes each instance of wrong doing, some 
which I believe to be fraud. This report confirms the conduct I have experienced and can be obtained 
during a meeting and after signing an access consent letter.  
  
I would like to point out that the conduct I have received from your capital representative appears to 
be contrary to your organizations code of conduct and ethics.  
  
As a Canadian Citizen, I am concerned that allowing this conduct to go unchecked will result in other 
borrowers being harmed the way my company was. If I do not receive a reasonable reply relating to how 
your organization is going to appoint a monitor relating to your harmful investments in this matter, I will 
be taking this up with media as this matter is undoubtedly an item of public interest considering your 
firm manages public funds. 
  
Sincerely, 
Kevin Baumann 
  
www.calliduscapitallitigation.com 
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September 16, 2019 
 
Attention: Board of Directors, Governance Department or Board of Trustees of 
Harvard Management Private Equity, Alaska Permanent Fund Corp., Morgan Stanley AIP, 
Arizona State 
Retirement System, Montana Board of Investments, McGill University, Sun Life Assurance 
Company of 
Canada, University of Toronto, University of Michigan, Missouri State Employees’ Retirement 
System, 
Alameda County Employees’ Retirement Association, Wabash College, San Bernardino County 
Employees’ 
Retirement Association, Chartiers Country Club, Central Indiana Community Foundation Inc. as 
obtained 
from the Southern Investigative Reporting Foundation (SIRF) April 11, 2018 report 
 
Re: Catalyst/Callidus Wolfpack Unjust Litigation 
CV – 17 – 587463 – 00CL 
 
Further to my letter of November 11, 2018 which is attached, I confirm receiving only one 
response. 
I believe considering your organization is a substantial Investor or Limited Partner with Catalyst 
Capital Group Inc. or 
Callidus Capital Corporation and this is a public interest matter, you are entitled to and obligated 
to be aware of the 
parties conduct and affairs. 
 
It would be appreciated if you could respond by September 27, 2019 with information as to what 
action, if any your 
organization is prepared to take to evaluate and act relating to the Catalyst/Callidus situation. 
 
Some remedies as a substantial Investor or Limited Partner may be: 
• Obtain Legal and Forensic Reports to determine if the extreme litigation your capital has 
promoted 
is valid or warranted, or merely a deflection of Catalyst and Callidus own conduct since the time 
the 
nature of its business was exposed. 
• Appoint a Monitor, Supervisor or Receiver. 
• Call a meeting regarding the conduct and operations of the corporation. 
 
I expect a response please as I believe your capital has allowed multiple unjust Lawsuits to be 
initiated and proceed 
against me, which were predated by inducement, alleged fraud and outright lies with the 
assistance of your 
unsupervised capital. 
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Attached please find my November 11, 2018 letter and a synopsis explaining the relationship 
between your capital 
representative and myself. 
 
Please forward this correspondence to your counsel and/or insurance provider. 
If you have any questions I may be reached at 403-505-7784 or pekiskokb@gmail.com 
 
Sincerely, 
Kevin Baumann 
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Sent from Kevin’s pekiskokb@gmail on October 5 2020 
 
Many of you may be aware of me from previous writings regarding the Catalyst/Callidus situation. It is obvious that it 
is your firm's capital that is keeping an unjust situation ongoing which appears to be driven by fraud deception and 
creative accounting which the business scheme portion was dealt with by the Ontario Securities Commission in 2018 
when it issued sanctions against Callidus in 2018. 
 
I believe from the overwhelming evidence and the exact pattern of conduct which all Callidus borrowers I’m aware of 
received was a business fraud designed solely to unlawfully  strip borrowers of their assets. Once Callidus had 
withheld borrowers funding with no explanation or rationale they would trip the borrower into default and demand a 
CRO of Callidus’ choice be placed into the business. Upon placement the CRO would place the borrower into a 
controlled receivership process whereby Callidus would buy the assets in a credit bid for their interest inflated debt 
amount less the borrowers guarantee. 
 
It is a confirmed fact by borrowers that Callidus’ 11th  hour personal guarantee demand from borrowers was designed 
to limit a borrower’s ability to litigate against Callidus’ wrongdoing throughout the process. Upon completion of 
Callidus’ controlled acquisition through the courts in a credit bid Callidus would book a yield enhancement value over 
and above the loan amount all in the hopes of Callidus’ then public stock price increasing, in total Callidus booked in 
excess of $300 Million in yield enhancements which was later reversed by the OSC decision. 
 
Unfortunately for Callidus the market and the OSC seen through the enhancements for what they were. I have 
included in this letter copies of Callidus’ Q1&Q2 2016 earnings call transcripts. Upon Callidus‘  losses and restating of 
financials due to the OSC decision Catalyst/ Callidus have taken no responsibility but in fact have sued multiple 
parties by utilizing your funds for supposedly destroying its business. 
 
One will see from the highlighted transcripts that the enhancements were nothing but a scheme as not one borrower 
can be found that entered into and executed a yield enhancement agreement with Callidus as boasted by Mr. 
Glassman, it is believed that each borrower that Callidus obtained an enhancement on was executed by Callidus’ 
own CRO which they placed into the business, it should also be noted that the scheme was cleverly thought out on 
the closing for each borrower funding whereby a share hypothecation and power of attorney was provided which 
Callidus hung its hat on and abused while running businesses after each borrower was informed that no further 
funding would be advanced unless Callidus’ CRO was placed into the business. 
 
It is believed there is obvious wrongdoing relating to some Callidus borrower loan amounts , and in fact some 
borrower advances/capital is believed to have went back to catalyst or its principles, my business Alken Basin Drilling 
Ltd had no audited financials commencing after the closing of the Callidus financing even though ongoing audited 
financials was a condition of the credit agreement and $ 2 Million is unaccounted for. In spite of the Callidus 
oppression during the Callidus loan period my firm cleared close to $4 million after Callidus charges and business 
operating expenses, was not in default on loan call and I have Callidus own evidence that I was not allowed to repay 
the loan. The loan to Horizontal Well Drillers is extremely suspect. It is doubtful that audited financials exist for 
Horizontal, Callidus wrote off approximately $200 Million of your funds relating to this loan relating to Drilling rigs 
which were never deployed to Venezuela, in addition considering the assets Horizontal held it is inconceivable 
that  the payout to Horizontals previous secured lender was anywhere close to $100-$200 Million, a demand for 
audited financials relating to Horizontal prior to,  during  and after the loan period  would confirm this issue, in addition 
it is extremely suspect that Horizontal principals are about the only Callidus borrowers not being sued. 
 
WHY DID THE SCHEME NOT SUCCEED? 
 
One would obviously suspect if a firm is obtaining assets on the cheap and taking a financial bump up over and 
above the loan amount there would be substantial gains? This would be true if the conduct was void of fraud. What 
happened in the Catalyst/ Callidus situation is it was default by design, whereby it was advantageous for Callidus to 
oppress borrowers in order to obtain yield enhancements, unfortunately in the process the reputations and credit 
ratings of each borrower was destroyed in the process. It was a further forte of Callidus to abuse suppliers of each of 
its funded businesses thereby further diminished goodwill , many borrowers like mine had ample receivables 
availability to pay all suppliers although Callidus would not approve certain drawings against receivables at opportune 
times with no explanation, from research I have located in excess of $15 Million of supplier debt which was unjustly 
included in receivership filings. 
 
WHERE ARE WE AT PRESENT  
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Due to the evaporation of value pre Covid  relating to Callidus, Advantage Rent A Car, Bluberi, Leader, Alken, 
Horizontal, Fortress, Gateway, a paving firm, etc, etc there is not much left but some remaining reputations. It 
strongly appears your remaining funds are being expended on litigation for certain parties to avoid accountability. 
Therefore, I urge each and every one of you to please do what is prudent under the circumstances, some of the 
options as limited partners to this mess could be as follows; 
 
1. Confirm by audited statements of borrowers exactly where your capital went  
 
2. Appoint an independent monitor to the situation considering the seriousness and accusations of numerous parties  
 
3. Obtain recommendations from the appropriate government agencies considering the conduct and amount of 
capital involved  
 
4. Appoint a receiver in light of the conduct and amount of public funds at risk  
 
Certain disclosure has surfaced in a Catalyst/ Callidus action in Ontario confirming that the parties ordered a sting on 
a recently retired judge in an endeavour to alter a case which was before the courts, the parties denied their 
involvement in the articles which followed the judges sting but now with the disclosure which Catalyst is fighting in the 
courts the week of October 5 while utilizing your funds is attempting to have this information sealed, it is your 
obligation as parties whom have invested Billions of Dollars of other people’s money to intervene and obtain this 
information in order to make your own informed decisions. 
 
In addition to the judges sting from disclosure  myself and other borrowers and parties were named in an additional 
Catalyst/Callidus sting and information gathering process  
 
As I have stated in my past communications, I consider your non monitored capital invested in these firms to be 
responsible for this ongoing unjust situation, and I believe in light of the overwhelming available information it is time 
to consider your options and please stop the harm to multiple parties. 
 
I would be pleased to discuss or provide any information you may require without breaching a deemed undertaking. 
 
Sincerely  
Kevin Baumann  
403-505-7784 
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EXHIBIT 34 
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IN THE CIRCUIT COURT FOR COLE COUNTY
STATE OF MISSOURI

MISSOURI STATE EMPLOYEES’ )
RETIREMENT SYSTEM, )

)
Plaintiff, )

) Case No. 
v. )

) Division
THE CATALYST CAPITAL GROUP, INC., )
CATALYST FUND III GENERAL )
PARTNER INC., CATALYST FUND IV )
GENERAL PARTNER INC., CATALYST )
FUND V GENERAL PARTNER INC., and )
NEWTON GLASSMAN, individually, )

)
Defendants.  )

)
Serve: )

)

PLAINTIFF MISSOURI STATE EMPLOYEES’ RETIREMENT SYSTEM’S 
PETITION FOR PRELIMINARY INJUNCTION, 

DECLARATORY JUDGMENT AND MONEY DAMAGES

COMES NOW Plaintiff Missouri State Employees’ Retirement System 

(“MOSERS”), a body corporate and instrumentality of the State of Missouri, by and 

through its attorneys, and for its Petition against The Catalyst Capital Group, Inc., 

Catalyst Fund III General Partner Inc., Catalyst Fund IV General Partner Inc., Catalyst 

Fund V General Partner Inc., and Newton Glassman, individually, states as follows:

Parties

1. Plaintiff Missouri State Employees’ Retirement System (“MOSERS”) 

is a body corporate and instrumentality of the State of Missouri organized under RSMo 

§§ 104.010 and 104.320-104.800.  MOSERS’s headquarters is located in this Circuit.
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2. MOSERS was established by Missouri statute for the purpose, among 

others, of administering and paying retirement, disability, and other benefits to members, 

who are current or former Missouri state employees, and beneficiaries.  RSMo § 104.320.

3. Defendant The Catalyst Capital Group Inc. (“Catalyst Capital Group”) is 

a private equity fund sponsor.  Catalyst Capital Group is foreign corporation, existing 

under the laws of the Province of Ontario, Canada, with its principal place of business at 

77 King Street West, Royal Trust Tower, Suite 4320, P.O. Box 212, Toronto, Ontario 

M5K 1K3.  

4. Defendant Catalyst Fund General Partner III Inc. (“Fund III GP”) is a 

foreign corporation, existing under the laws of the Province of Ontario, Canada.  

5. Defendant Catalyst Fund General Partner IV Inc. (“Fund IV GP”) is a 

foreign corporation, existing under the laws of the Province of Ontario, Canada.  

6. Defendant Catalyst Fund General Partner V Inc. (“Fund V GP”) is a 

foreign corporation, existing under the laws of the Province of Ontario, Canada.  

7. Defendant Newton Glassman is a foreign individual who, on information 

and belief, is a Canadian citizen and a resident of Toronto in the Province of Ontario, 

Canada.

8. MOSERS is a Limited Partner in Catalyst Fund Limited Partnership III 

(“Fund III”), Catalyst Fund Limited Partnership IV (“Fund IV”), and Catalyst Fund 

Limited Partnership (“Fund V”), each of which is a limited partnership under the laws of 

the Province of Ontario, Canada.  Funds III, IV, and IV are collectively referred to herein 

as the “Catalyst Funds.”
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9. Defendant Fund III GP is the sole General Partner of Fund III.

10. Defendant Fund IV GP is the sole General Partner of Fund IV.

11. Defendant Fund V GP is the sole General Partner of Fund V.

12. Defendants Fund III GP, Fund IV GP, and Fund VP GP are collectively 

referred to herein as the “Catalyst Fund GPs.”  The Catalyst Fund GPs manage certain 

of MOSERS’s assets and are “investment fiduciaries” as defined by RSMo § 105.687.

13. Catalyst Capital Group is the Investment Manager for each of the Catalyst 

Funds.  Catalyst Capital Group manages certain of MOSERS’s assets and is an 

“investment fiduciary” as defined by RSMo § 105.687.

14. Newton Glassman is the founder and Managing Partner of Catalyst Capital 

Group.  He also serves, or has formerly served, as a director or senior officer of various 

Portfolio Companies in which the Catalyst Funds invest.

15.  The Catalyst Fund GPs, Catalyst Capital Group, and Newton Glassman 

are collectively referred to herein as “CCGI.”

Jurisdiction and Venue

16. This Court has jurisdiction over this action because MOSERS is an 

instrumentality of the State of Missouri, CCGI directed offers of limited partner interests 

in the Catalyst Funds to MOSERS in Missouri and entered into contracts with MOSERS, 

and by CCGI’s performance of those contracts, each Defendant has transacted business in 

Missouri that is the subject matter of this lawsuit.  In addition, in a  September 2, 2020 

Tolling and Standstill Agreement by and among MOSERS and CCGI, CCGI agreed that 

it would submit to the exclusive jursidction and venue of this Court with respect to the 
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claims MOSERS asserts in this action. 

17. Venue also is proper in this Court pursuant to RSMo. §§ 104.530 and 

508.010.4.1  

18. This Court also has personal jurisdiction over CCGI pursuant to RSMo § 

506.500 because CCGI transacts business in Missouri, has transacted business in 

Missouri on a regular basis, has offered its products and services to MOSERS in 

Missouri, and has contracted to sell its products and services, including those at issue in 

this lawsuit, in Missouri, as well as because the wrongs alleged herein have caused and 

continue to cause damage to MOSERS in Missouri in this Circuit.  

General Allegations 

19. CCGI has  

knowingly and intentionally engaged in a pattern of violations of its obligations  

  

20.  Callidus Capital Corporation (“Callidus”) is a specialty 

finance company that provides debt capital to meet the financing needs of companies that 

cannot access traditional lending sources, including those that are in financial distress.  

Callidus is under common ownership and control with Catalyst Capital Group and the 

Catalyst Fund GPs.  All are under the control, directly or indirectly, of Newton Glassman.  

1 The Catalyst Fund LPAs  
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REDACTED

REDACTED
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21.  

 

 

  

22.  

 

 

 

 

 

23.  

  

 

 

 

 

 

  

24.  
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25.  

 

 

 

 

 

 

 

 

26. As more fully set forth herein,  

 

 

 

 

 

 

 

 

The Catalyst Funds
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27. Since 2011, MOSERS has invested as a Limited Partner in Fund III.  

28. MOSERS has fully funded its capital commitments to Fund III, in an 

amount of 

29. Since 2012, MOSERS has invested as a Limited Partner in Fund IV.  

30. MOSERS has fully funded its commitments to Fund IV, in an amount of 

31. Since 2015, MOSERS has invested as a Limited Partner in Fund V.  

32. MOSERS has committed to invest  in Fund V.  Of that  

 has been drawn and  of that amount has been returned by 

Fund V to MOSERS subject to being re-called, leaving MOSERS’s current unfunded 

commitment to Fund V equal to   

33. The Catalyst Funds are each a so-called “alternative investment” fund 

formed for the primary purpose of identifying, evaluating and investing in financially 

and/or operationally distressed or under-performing publicly traded and privately-held 

Canadian related situations in order to generate attractive returns,  

  

34. Limited partnership interests in the Catalyst Funds are represented by 

Units in the respective Fund.

The Catalyst Fund Limited Partnership Agreements

35. Fund III is governed by the Fund III Second Amended and Restated 

Limited Partnership Agreement, dated as of June 22, 2010 (“Fund III LPA”).  

36. The Fund III LPA is among Fund III GP, CCGI Holdings III, Newton 

REDACTED

REDACTED

REDACTED REDACTED

REDACTED REDACTED
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REDACTED
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Glassman, and the Limited Partners of Fund III, which include MOSERS.  The Fund III 

LPA governs the Fund III Limited Partnership and the relationship among the parties 

with respect to their interests, roles, rights and obligations relating to Fund III.

37. A true and correct copy of the Fund III LPA is attached hereto and 

incorporated herein as Exhibit A.

38. Fund IV is governed by the Fund IV Limited Partnership Agreement, 

dated as of June 25, 2012 (“Fund IV LPA”). 

39. The Fund IV LPA is among Fund IV GP, CCGI Holdings IV, Newton 

Glassman, and the Limited Partners of Fund IV, which include MOSERS.  The Fund IV 

LPA governs the Fund IV Limited Partnership and the relationship among the parties 

with respect to their interests, roles, rights and obligations relating to Fund IV.

40. A true and correct copy of the Fund IV LPA is attached hereto and 

incorporated herein as Exhibit B.

41. Fund V is governed by the Fund V Second Amended and Restated 

Limited Partnership Agreement, dated as of February 4, 2015 (“Fund V LPA”).  

42. The Fund V LPA is among Fund V GP, CCGI Holdings V, Newton 

Glassman, and the Limited Partners of Fund V, which include MOSERS.  The Fund V 

LPA governs the Fund V Limited Partnership and the relationship among the parties with 

respect to their interests, roles, rights and obligations relating to Fund V.

43. A true and correct copy of the Fund V LPA is attached hereto and 

incorporated herein as Exhibit C.  

44. Fund III LPA, Fund IV LPA, and Fund V LPA are herein referred to 
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collectively as the “Catalyst Fund LPAs.”

45. Section 1.6 of the Catalyst Fund LPAs provides  

 

 

  Ex. A 

at 13; Ex. B at 12; Ex. C at 13.2 

46. Section 14.2(b) of the Catalyst Fund LPAs provides  

 

 

 

 

  Ex. A at 46; 

Ex. B at 51; Ex. C at 54.

CCGI’s Duty Under the Catalyst Fund LPAs to Act Skillfully, Diligently, and in 
the Best Interest of the Catalyst Funds and to Adhere to Investment Restrictions

47. The Catalyst Funds’ Management Advisory Agreements provide  

 

  Ex. A at B-1; 

Ex. B at B-1; Ex. C at A-1.   

2 Unless otherwise noted, cites to sections in the Catalyst Funds LPAs are identical in each Agreement.  
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REDACTED
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48. Pursuant to the Catalyst Fund LPAs, the Catalyst Fund GPs owe certain 

fiduciary duties to MOSERS, including the duties of care, skill, prudence, and diligence.  

The Catalyst Fund GPs further owe these fidcuiary duties to MOSERS under the Ontario 

Limited Partnership Act, which provides that “without the written consent to or 

ratification of the specific act by all the limited partners, a general partner has no 

authority to do any act in contravention of the partnership agreement.”  Limited 

Partnerships Act (Ontario) RSO 1990 c. L 16 § 8(a). 

49. Pursuant to Section 18.3 of the Fund III and IV LPAs, the respective 

Catalyst Fund GP agreed  

 

 3  

Ex. A at 57; Ex. B at 62.  Section 17.3(b) of the Fund V LPA provides likewise as to 

Fund V.  Ex. C at 65.

50. Under Section 4.2 of the Catalyst Fund LPAs, the respective Catalyst 

Fund GP agreed  

 

  Ex. A at 16; 

Ex. B at 15; Ex. C at 16.

51. Section 1.1 of the Catalyst Fund LPAs  

 

3 Capitalized terms used and not otherwise defined in this Petition have the same definitions ascribed to 
them in the Catalyst Fund LPAs.
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  Ex. A at 10; Ex. B at 

9; Ex. C at 10.

 

 

53. Section 4.3(c) of the Catalyst Fund LPAs,  

 

 

  Ex. A at 

16-17; Ex. B at 15-16; Ex. C at 17.   

  

54. Section 4.3(c) of the Fund IV and V LPAs further states,  

 

 

 

  Ex. B at 15-16; Ex. C at 17.

55. Each Catalyst Fund LPA also includes a “Management Advisory 

Agreement” made between the respective Catalyst Fund and the Manager, attached as 

Schedule B to the respective Catalyst Fund III and IV LPAs and as Exhibit A to the 

Catalyst Fund V LPA, which pursuant to Section 1.11 forms part of the respective 
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REDACTED
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Catalyst Fund LPA.

56. Pursuant to Section 19 of the Management Advisory Agreements, that 

Agreement is governed by and should be construed in accordance with the laws of the 

Province of Ontario and the laws of Canada applicable therein.

57. Pursuant to the Management Advisory Agreements, Catalyst Capital 

Group, as investment manager, owe certain fiduciary duties to the Catalyst Funds and 

MOSERS, as a Limited Partner, including the duties of care, skill, prudence, and 

diligence.

58. Under Sections 2 and 3 of the Management Advisory Agreements, 

 

 

 

 

  Ex. A at B-1-3; Ex. B at B-1-2; 

Ex. C at A-1-3.

59. Under Section 11 of the Management Advisory Agreements, Catalyst 

Capital Group: 

 
 

 
 
 

Ex. A at B-7; Ex. B at B-7; Ex. C at A-7.

60. Section 3(c) of the Management Advisory Agreements additionally states, 
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  Ex. 

A at B-3; Ex. B at B-3; Ex. C at A-3.  Additionally, the Limited Partnerships Act 

(Ontario) prohibits conflict violations by a general partner, in that a general partner in a 

limited partnership is subject to all the restrictions and liabilities of a partner in a 

partnership without limited partners.  Limited Partnerships Act (Ontario) RSO 1990 c. 

L16 § 8.

61. Both the Catalyst Fund GPs and Catalyst Capital Group collect fees for 

managing MOSERS’s investments in the Catalyst Funds,  

 

 

62. MOSERS’s share of the management fees have totaled more than  

 for Fund III, more than  for Fund IV, and more than  for 

Fund V. 

Callidus Capital Corporation and Its Web of Entanglements With CCGI

63. Callidus is a “specialty asset-based lender, focused primarily on Canadian 

companies and U.S. companies that are unable to obtain adequate financing from 

REDACTED
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traditional lenders.”4

64. Callidus is  

   

65. Section 1.1 of the Catalyst Fund LPAs  

 

 

  Ex. A at 2;  Ex. B at 2; Ex. C at 2.

66. Under Section 1.1 of the Catalyst Fund LPAs,  

 

 

 

 

  Ex. A at 2; Ex. B at 2; Ex. C at 2.

Administrative and Managerial Entanglements

67. Significant administrative overlap exists between CCGI and Callidus, and 

in particular between Catalyst Capital Group, Newton Glassman, and Callidus.  

68. At all relevant times, Mr. Glassman has effectively controlled both 

Catalyst Capital Group and Callidus.  According to Callidus, Mr. Glassman “exercises 

control over [Catalyst Capital Group].”5

4 Callidus, Mgmt. Discussion & Analysis (“Callidus MD&A”) at 3 (June 30, 2019), available at 
https://www.sedar.com/GetFile.do?lang=EN&docClass=7&issuerNo=00035613&issuerType=03&project
No=02952123&docId=4574443.
5 Notice of Mtg. & Am. & Restated Mgmt. Information Circular for Special Mtg. of Common Shareholders 
of Callidus in Connection with Plan of Arrangement Involving Callidus & Braslyn Ltd. (“Callidus-Braslyn 
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69. On information belief, Mr. Glassman  

70. On information and belief, Mr. Glassman,  

 

6

71. Mr. Glassman is the former Managing Director of Catalyst Capital Group, 

the former Chief Executive Officer of Callidus, and current Board Chairman of Callidus.  

72. Jim Riley is corporate secretary and a director of Callidus.  

73. Until recently, Mr. Riley was Catalyst Capital Group’s Chief Operating 

Officer and Managing Director.  

74. The services of Messrs. Glassman and Riley are provided to Callidus by 

Catalyst Capital Group pursuant to a Management Services Agreement.

75. According to a Callidus statement in September 2019, “Newton Glassman, 

Executive Chairman and a director of [Callidus], and James Riley, Secretary and a 

Director of [Callidus], are key decision makers of [Catalyst Capital Group] and the 

Catalyst Funds and, as such, may be considered to exert direction or control, directly or 

indirectly, over any [Callidus] Shares beneficially owned by the Catalyst Funds.”7    

76. Callidus has publicly disclosed that in the event of termination of the 

Notice”) at 89 (Sept. 17, 2019), available at 
https://www.sedar.com/GetFile.do?lang=EN&docClass=10&issuerNo=00035613&issuerType=03&project
No=02969580&docId=4601087.
6 Gabriel de Alba is Partner and Managing Director of Catalyst Capital Group.
7 Callidus-Braslyn Notice at 89.
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Management Services Agreements with Catalyst Capital Group, replacement 

arrangements might not be “available on terms and conditions similar to or as favourable 

as those currently in place with [Catalyst Capital Group], or at all,” and that “any such 

arrangements may result in significantly increased fees, costs, and expenses to 

[Callidus].”8

77. On information and belief,  

The Catalyst Funds’ Equity Stake in Callidus

78. Callidus completed an initial public offering (“IPO”) of its common stock 

at a price of C$14.00 per share in 2014.

79. Before its IPO in 2014, Callidus was 100% owned by Funds III and IV, 

along with Catalyst Fund Limited Partnership II, another limited partnership managed by 

Catalyst Capital Group.10

80. After the IPO, Funds III and IV retained a majority ownership in Callidus. 

81.  

 

82. Callidus’s stint as a public company was tumultuous.  From the start, the 

media reported about conflicts, with The Wall Street Journal relating in May 2015 that 

8 Callidus MD&A at 31.
10 Callidus Prospectus at 20 n.2 (Apr. 15, 2014) available at 
https://www.sedar.com/GetFile.do?lang=EN&docClass=9&issuerNo=00035613&issuerType=03&project
No=02175482&docId=3516243.
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“[s]ome also say the companies’ intermingled lending practices also could put minority 

shareholders’ interests at risk and say there isn’t enough disclosure about Callidus’ loans 

and a Catalyst guarantee to back some of those loans.”11

83. In August 2017, the Ontario Securities Commission (“OSC”) required 

Callidus to refile financial statements and other disclosure documents.  The OSC was 

concerned that Callidus’s financial reporting was misleading to investors based on, 

among other things, its uses of unrecognized yield enhancements, which Callidus used to 

inflate its financials by claiming that its interests in the debtors enhanced the valuation of 

the loans. 

84. That same month, The Wall Street Journal reported that at least four 

individuals had filed whistleblower complaints with Canadian securities regulators 

alleging fraud at Callidus and Catalyst Capital Group.12

85. On information and belief,  

 

86. In May 2018, the OSC required Callidus to amend its Q4 2017 publicly 

filed Management Discussion and Analysis (“MD&A”), again due to Callidus’s improper 

unrecognized yield enhancements.  

87. Again in August 2018, the OSC uncovered additional inadequacies in 

11 B. Dummett and E. Cherney, “Manager Feels Heat on IPO,” The Wall Street Journal (May 11, 2015), 
available at https://www.wsj.com/articles/manager-feels-heat-on-ipo-1431386833.
12 R. Copeland & J. McNish, “Canadian Private-Equity Giant Catalyst Accused of Fraud by 
Whistleblowers,” The Wall Street Journal (Aug. 9, 2017).
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Callidus’s previous disclosures that did not comply with Canadian law and stated, 

“[Callidus’s] Q4, 2017 and Q1, 2018 disclosure of forward-looking information in 

relating to unrecognized yield enhancements did not in the view of [the OSC] staff 

comply with [Canadian securities laws].”13  

88. As of June 30, 2019, Fund III owned 43.53% of Callidus’s shares and 

Fund IV owned 19.03% of Callidus’s shares.14  

89. Callidus was re-privatized in 4Q 2019, and the public shareholders were 

cashed-out in a merger at a price of C$.75 per share.

90. Funds III and IV retained a majority ownership in Callidus after it was re-

privatized.15

CCGI Makes Serial, and Risky, Loans 

91. The ownership interests and the shared management between CCGI and 

 Callidus,   

92.  

 

  

93.  

  

13 Ontario Securities Commission, Refilings and Errors List: Callidus Capital Corp., available at 
https://www.osc.gov.on.ca/en/Investors_refilings-errors-list.htm.  

14 Callidus-Braslyn Notice at 61-62.  Additionally, Catalyst Fund II Partnership, owned 8.16% of 

Callidus’s outstanding shares.  Id.
15 Callidus Prospectus at 21; Callidus-Braslyn Notice at 62, 63.
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94. CCGI  

 

 

 

Fund III’s and Fund IV’s Debt Investments in Callidus

95. In 2014, as part of the IPO of Callidus, Funds III and IV agreed to 

guarantee Callidus against any losses on principal from loans on Callidus’s “watch list” 

(the “2014 Callidus Guarantees”).  Loans on Callidus’s “watch list” are those with 

impaired performance.   

 

 

 

 

96. CCGI caused Funds III and IV to enter into agreements providing that, if 

Callidus were to lose any principal from one of these watch-list borrowers, for whatever 

reason, Funds III and IV would make Callidus whole.  Funds III and IV would then be 

entitled to a refund of these payments if and only if Callidus were able to collect 

additional principal on the guaranteed loans, which it continued to service.

97. As of the end of March 2019, Fund III’s and IV’s payable on the 2014 

Callidus Guarantees was C$16.3 million.  
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98. CCGI’s risky support of the bad loans made by Callidus with the proceeds 

of debt provided by the Catalyst Funds did not end with the 2014 Callidus Guarantees.  In 

December 2014, Funds III and IV again invested in Callidus by extending a $200 million 

unsecured bridge loan facility to Callidus.  In return, Funds III and IV were entitled to 8% 

per annum interest plus an annual fee of 1.5%.  This bridge loan, as amended, is 

hereinafter referred to as the “2014 Callidus Bridge Loan.”

99. Upon information and belief,  

 

100. After Callidus went public, and as Callidus’s capital needs became more 

acute, CCGI continued to increase exposure of the Catalyst Funds’ investment  

.  

101. In 2015, CCGI re-invested in Callidus by increasing the principal of the 

2014 Callidus Bridge Loan made by Funds III and IV to Callidus by $50 million, 

bringing the total loan to $250 million.

102. The original maturity date of the 2014 Callidus Bridge Loan made by 

Funds III and IV to Callidus was April 30, 2017.

103. Beginning in 2017, however, CCGI and Callidus entered into a series of 

last-minute extensions, and waived Callidus’s loan covenant breaches.

104. In March 2017, the month before the 2014 Callidus Bridge Loan became 
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due, CCGI and Callidus extended the maturity six months, from April 30, 2017 to 

October 31, 2017.   

 

 

 

105. Then, in October 2017, the very month that Callidus was supposed to 

repay its loan obligations to Funds III and IV, CCGI and Callidus again extended the 

maturity date of the 2014 Callidus Bridge Loan another six months, this time to April 30, 

2018.   

 

 

 

  

106. In March 2018, the month before Callidus had to pay back the 2014 

Callidus Bridge Loan, CCGI again prevented Funds III and IV from collecting on the 

loan obligations by agreeing with Callidus to another extension of the maturity date.  This 

time the extension was a full year, setting the new maturity date to April 30, 2019, two 

full years after the original maturity date.   
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107. Finally, in 2018, CCGI amended the 2014 Callidus Bridge Loan to allow 

Callidus not to pay the interest and fees required under the loan, to pay back the loan only 

when Callidus decides to, and to disregard any financial covenants protecting Funds III 

and IV.  As Callidus described the amendment:

Among other things, it was agreed that, with effect as of January 1, 2019, 
the bridge loan would be payable on demand, however no demand for 
repayment in cash could be made prior to June 30, 2020 to the extent the 
[Callidus’s] Board of Directors determined that repayment of any such 
loan in cash would not be prudent having regard to the [Callidus’s] cash 
position.  The agreement also provided that, until June 30, 2020, Callidus 
has the right at its discretion to accrue all interest and fees payable under 
the bridge loan, which it has done.  The Catalyst Funds’ waived 
compliance with the bridge loan debt covenants as of December 31, 2018 
and thereafter.16

 

 

108. On information and belief,  

 

  

109. As of March 31, 2019, Callidus owed Funds III and IV a total of 

approximately $339.8 million on the 2014 Callidus Bridge Loan.

110. The 2014 Callidus Guarantees and the 2014 Callidus Bridge Loan were 

not the only debt investments that CCGI caused Funds III and IV to make in Callidus.  

16 Callidus MD&A at 7.
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Indeed, whenever Callidus was in dire need of money, it looked to Funds III and IV for a 

financial backstop and CCGI would accede.

111. Funds III and IV made multiple new investments in Callidus yet again 

when the Funds made a series of advances to Callidus in 2018 when Callidus’s loan 

losses quickened in that year.  In a series of three letter agreements over the course of two 

days on March 28 and March 29, 2018, CCGI provided Callidus different types of 

backing, one of which provided a loan to finance a specific Callidus debtor, a second of 

which increased exposure on the 2014 Callidus Bridge Loan, and the third of which 

essentially converted the 2014 Callidus Guarantees to outright loans.  The debt 

investments memorialized in these letter agreements, collectively, are hereinafter referred 

to as the “2018 Callidus Loan Investments.”

112. First, in a letter agreement dated March 28, 2018, CCGI agreed that 

Catalyst Funds III and IV would provide Callidus C$150 million to finance Callidus’s 

debtor Horizontal Well Drillers until December 31, 2018.

113. Second, in a letter agreement dated March 29, 2018, CCGI agreed to 

rescue Callidus from its senior lender, Sun Life Assurance Company of Canada.  After 

four quarters of covenant defaults and two payment deferrals, the senior lender demanded 

in 2018 that Callidus pay down C$15.5 million of its C$49 million debt.  CCGI’s letter to 

Callidus offered the entire amount of the required amortization.   Monies advanced by 

Funds III and IV would be subject to the terms of the earlier 2014 Callidus Bridge Loan.  

114. Third, in a letter agreement dated March 29, 2018, CCGI agreed that 

Funds III and IV would provide Callidus the face amount of loans that the Funds had 
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already guaranteed as part of the 2014 Callidus Guarantees, regardless whether Callidus 

had suffered any losses of principal on those loans.  CCGI advanced this amount to 

Callidus for Callidus which needed the cash to avoid insolvency.  CCGI’s disclosure to 

MOSERS did not disclose the borrowers or the amounts of the loans, although it advised 

that, as of March 29, 2018, Catalyst had already advanced Callidus C$30 million as part 

of this loan.

115.  
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116. In its most recent reports furnished to MOSERS, as of March 31, 2020, 

Fund III reported  

 and Fund IV reported  

 

    

117.  

 

 

 

  

118.  

 

 

119.  

 

 

 

120.  
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121.  

 

Callidus’s Continuing Economic Dependence on the Catalyst Funds

122. Even after the 2014 Callidus Guarantees, the 2014 Callidus Bridge Loan, 

the 2018 Callidus Loan Investments, and , Callidus’s 

position has continued to deteriorate – and the Catalyst Funds’ investments in Callidus 

have deteriorated along with it.  In June 2019, Callidus reported that it “has incurred 

significant operating losses and negative cash flows from operations in the preceding 

years, and requires ongoing funding and support from certain Catalyst Limited Partner 

Funds (‘Catalyst Funds’) managed by The Catalyst Capital Group Inc. (‘CCGI’) 

reflecting [Callidus’s] economic dependence on those Catalyst Funds.”17 

123. In September 2019, Callidus discussed “the decline in the financial 

performance of [Callidus] as a result of its significant operating losses and negative cash 

flows from operations in the preceding two years, and the significant risk of ongoing 

deterioration in its financial performance.”18

124. At the same time, Callidus explained its inability to repay the Catalyst 

17 Callidus MD&A at 6.
18 Callidus-Braslyn Notice at 12.
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Funds what it owed:  “As a result of its declining financial performance, [Callidus] has 

required ongoing funding by way of” loans and other support from the Catalyst Funds, 

“which [Callidus] is currently unable to repay.”19   

 

 

 

125. Section 12.11(a) of the Catalyst Fund LPAs requires  

 

 

 

 

  Ex. A at 42-43; Ex. B at 46; Ex. C at 47.  The 

respective Offering Memoranda of the Catalyst Funds promised likewise.

126. Section 12.11(c) of the Catalyst Fund LPAs directs  

 

  

Ex. A at 43; Ex. B at 46; Ex. C at 47.

127. Section 18.1(b) of the Fund IIII and IV LPAs  

 

 

19 Id.
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Ex. A at 56; Ex. B at 61.  Section 17.1(b) of the Fund V LPA provides similarly 

with respect to Fund V.  Ex. C at 63.

128. The Catalyst Funds’ investments in Callidus, including the 2014 Callidus 

Guarantees, the 2014 Callidus Bridge Loan, the 2018 Callidus Loan Investments, and  

 were between the respective Catalyst Fund and  

  

129. The Catalyst Funds’ investments in Callidus, including the 2014 Callidus 

Guarantees, the 2014 Callidus Bridge Loan, the 2018 Callidus Loan Investments, and  

 were material transactions. 

130.   

 

131. On information and belief,  

 

 

132. On information and belief,  
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133. The Catalyst Funds’ investments in Callidus, including the 2014 Callidus 

Guarantees, the 2014 Callidus Bridge Loan, the 2018 Callidus Loan Investments, and t  

  

134. The Catalyst Funds’ investments in Callidus, including the 2014 Callidus 

Guarantees, the 2014 Callidus Bridge Loan, the 2018 Callidus Loan Investments, and  

 

 

 
 

135. A true and correct copy of the Fund III Side Letter, dated March 31, 2011 

(“Fund III Side Letter”) is attached as Exhibit E.

136. A true and correct copy of the Fund IV Side Letter, dated June 29, 2012 

(“Fund IV Side Letter”) is attached as Exhibit F.

137. In addition to duties undertaken in the Catalyst Fund LPAs and 

Management Advisory Agreements, Section 9 of the Funds III and IV Side Letters, and 

Section 11 of the Fund V Side Letter require  

 

  Ex. E at 4; Ex. F at 4; 

Ex. D at 5.

138. Section 4.3(c) of the Catalyst Fund LPAs  
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139. As part of its due diligence efforts, MOSERS has repeatedly requested 

information from CCGI  

 

140.  

 

141. On April 3, 2019, CCGI and MOSERS participated in a conference call 

 

  

142. The following week, on April 9, 2019,  

 

 

143. CCGI further stated  
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144. , CCGI also  

 

 

 

 

145.  

 

 

 

 

146. MOSERS requested that CCGI provide information  

 

 

 

147. CCGI  
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148.  

 

 

 

149.  

 

 

 

 

 

 

 

 

150.  
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151.  

 

 

 

 

152.  

 

 

153.  
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154.  

 

 

  

 

 

 

 

Funds III’s and IV’s Investments in Callidus 

155. On information and belief,  

 

  MOSERS requested 

that CCGI provide the information  

 

 

156. Upon information and belief, by repeatedly lending to, and investing in 

Callidus over the years,  
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157. On information and belief, by repeatedly lending to Callidus over the 

years,  

 

 

 

 

 

158. On information and belief, CCGI  

 

 

  

 

159. CCGI has asserted in communications with MOSERS that  

  

 

 

 

 

160.  
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161. Section 4.3(c) of the Catalyst Fund LPAs  

162. CCGI  

 

  

163. In an August 5, 2019 email to MOSERS, Rocco DiPucchio of CCGI stated 

that,  

 

164.  
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165. By letter dated September 24, 2019 from Seth Kelly, then Chief 

Investment Officer of MOSERS, to Newton Glassman, MOSERS explained that  

 

 

 

166. However,  

  

 

  The respective Catalyst Fund Offering 

Memoranda promised likewise.

167. MOSERS therefore requested an explanation from CCGI  

 

 

 

168. On information and belief,  

 

 

  

169.  
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170.  

 

  

171.  

 

 

 

 

172.  

 

 

173. In a September 27, 2019 email from Newton Glassman to Seth Kelly, 

CCGI replied to MOSERS that  

 

 

    

174.   
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175. Mr. Glassman emphasized that  

 

 

 

 

176. CCGI  

 
 

 

177. Under Section 17.1 of the Fund III and IV LPAs and Section 16.1 of the 

Fund V LPA,  

 

 

  Ex. A at 52-54; 

Ex. B at 57-58; Ex. C at 59-61.

178.  

 

 

 

 

179. Under Section 1.1 of the Catalyst Fund LPAs,  

REDACTED

REDACTED

REDACTED

REDACTED

REDACTED

REDACTED

Electronically Filed - Cole Circuit - O
ctober 20, 2020 - 05:33 PM

Electronically Filed - Cole Circuit - O
ctober 29, 2020 - 02:21 PM

777

800



40

 

 

 

 

  Ex. A at 4; Ex. B at 3-4; Ex. C at 3-4 (emphasis added).

180. Under Section 1.1 of the Catalyst Fund V LPA,  

 

 

 

 

 

 

  Ex. C at 3-4.

181. Under Section 1.1 of the Catalyst Fund III and IV LPAs,  
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  Ex. A at 5; Ex. B at 4.

 

182.  

 

183. On information and belief, Catalyst Capital Group  

 

 

184. MOSERS specifically raised  

185. Catalyst Capital Group  

 

 

 

  

186. Catalyst Capital Group  

 

REDACTED

REDACTED

REDACTED

REDACTED

REDACTED

REDACTED

REDACTED

REDACTED

Electronically Filed - Cole Circuit - O
ctober 20, 2020 - 05:33 PM

Electronically Filed - Cole Circuit - O
ctober 29, 2020 - 02:21 PM

779

802



42

187. Catalyst Capital Group was aware of  

 

188. Catalyst Capital Group did  

 

 

189. Newton Glassman was grossly negligent in the performance of his 

obligations regarding Catalyst Capital Group, the Catalyst Funds, the Catalyst Fund GPs, 

and  

    

190. Section 10.5 of the Fund IV LPA and Section 12.12 of the Fund V LPA 

requires  

 

  Section 12.12 of the Fund V LPA requires  
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191. The Catalyst Fund GPs  

 

 

192. Section 14 of the Management Advisory Agreement that forms a part of 

each Catalyst Fund LPA requires  

 

 

 

  Ex. A at B-7-8; Ex. B at B-7; Ex. C at A-8.

193. Section 10.5(a) of the Fund III and Fund IV LPAs requires  

 

 

  

194. Newton Glassman  

  Ex. A at 1; Ex B. at 2.  

195. Section 12.12(a) of the Fund V LPA requires  

 

196. Newton Glassman,  
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  Ex. C at 1.

197. Mr. Glassman 

198. Under Section 10.5(f) of the Fund III and IV LPAs,  

 

  Corresponding rights exist with respect to Fund V under Section 12.12(f) 

of the Fund V LPA.

199. Section 10.5(f) of the Fund IV LPA and Section 12.12(f) of the Fund V 

LPA  

  Section 10.5(f) of the Fund III LPA  

 

  

As the Media Calls Attention to CCGI’s Growing Troubles and Conflicts,

200. The information  

 

 

  CCGI also  

 

 

 

 inasmuch as MOSERS has ongoing fiduciary duties to its 

members and other beneficiaries to monitor MOSERS’s investment portfolio, which is a 

principal source of funds to pay pension benefits to members and their families.
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201. Under the Catalyst Fund LPAs,  

 

 

 

 

 

 

 

 

  Ex. A at 44-45; Ex. B at 48-49; Ex. C at 51.  

202. Section 13.3 of the Catalyst Fund LPAs requires the respective Catalyst 

Fund GP,  

 

 

 

  Ex. A at 44; Ex. 

B at 48; Ex. C at 50-51.  

203. Section 13.6 of the Catalyst Fund LPAs requires  
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  Ex. A at 45; Ex. B at 49; Ex. C at 52.

204. The Limited Partnerships Act (Ontario) provides that a limited partner has 

the right “to be given on demand, true and full information concerning all matters 

affected the limited partnership, and to be given a complete and formal account of the 

partnership affairs.”  Limited Partnerships Act (Ontario) RSO 1990 c. L16 § 10(b).

Trouble Brews in Spring and Summer 2017

205. Beginning in Spring 2017, CCGI was the subject of a barrage of press 

reports in the financial and general media, including both negative coverage and reports 

from anonymous insider sources disclosing CCGI’s plans respecting Portfolio 

Companies.

206. For instance, on August 9, 2017, The Wall Street Journal reported that at 

least four individuals had filed whistleblower complaints with Canadian regulators 

alleging fraud at CCGI in the valuation of its assets and deceiving borrowers about the 

terms of loans it made.  Callidus’s lending practices were also a subject of the 

whistleblower complaints.20

207. A September 8, 2017 Bloomberg article reported that Gateway Casinos, a 

Catalyst Funds Portfolio Company, was planning an initial public offering.21

CCGI 

20 R. Copeland & J. McNish, “Canadian Private-Equity Giant Catalyst Accused of Fraud by 
Whistleblowers,” The Wall Street Journal (Aug. 9, 2017).

21 S. Deveau & C. Palmeri, “Catalyst-Backed Gateway Casinos is Said to Explore Sale or IPO,” 
Bloomberg (Sept. 8, 2017), available at https://www.bloomberg.com/news/articles/2017-09-08/catalyst-
backed-gateway-casino-is-said-to-work-on-sale-or-ipo
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208. On or about December 15, 2017, in response to this press, CCGI sent a 

letter to Funds III investors  

 

209. On or around the same date, CCGI sent a letter identical to the December 

15, 2017 Fund III letter to investors in Funds IV and V. 

210. MOSERS  

 

  Further, MOSERS has a right to partnership information under Section 

10(b) of the Limited Partnerships Act (Ontario), which CCGI does not have a right to 

deny or to condition on additional undertakings or contractual obligations by MOSERS.  

211. MOSERS  

 

 

212. Ultimately,  

 in light of MOSERS’s ongoing fiduciary obligations 

to oversee its investments, MOSERS  

213. Even after MOSERS  

, MOSERS  
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214. Nor did CCGI’s attempts  

 stop the avalanche of negative press coverage.

215. On March 23, 2018, Reuters reported the following, calling into question 

the CCGI’s valuation of the Catalyst Funds’ Portfolio Companies:  

When put to the test, at least four of Catalyst’s major assets have been 
unable to find buyers at the firm’s valuations, based on a Reuters review 
of Catalyst’s portfolio, multiple communications from Catalyst to its 
clients and regulatory filings, as well as interviews with people familiar 
with Catalyst’s operations, academics and financial analysts.  Those major 
assets, plus expected payouts from pending litigation, made up US$3.3 
billion – or more than two-thirds – of the overall US$4.7 billion of 
unrealized value across all Catalyst funds at the end of 2016, according to 
an April 5, 2017, report for clients. The assets include Gateway and 
Callidus Capital Corp CBL.TO, Catalyst’s publicly listed subsidiary that 
specializes in high-interest loans to distressed companies and that is itself 
a major holding of Catalyst funds.22

216. On March 30, 2018, The Globe and Mail reported that CCGI was “nearing 

multimillion dollar initial public offerings of” certain of the Catalyst Funds’ Portfolio 

Companies and the possible sale of another, citing a letter sent to Limited Partners of the 

Catalyst Funds the same month.23

217. The price of Callidus’s public shares plummeted as the media coverage of 

its financial woes continued, including reports of large losses for Q4 2017.

22 L. Delevingne & J. Tilak, Reuters, Special Report: Private Equity Star’s Picks Shine, Until Cash-Out 
Time (Mar. 23, 2018) https://www.reuters.com/article/us-canada-catalyst-special-report/special-report-
private-equity-stars-picks-shine-until-cash-out-time-idUSKBN1GZ1YA.

23 J. Jones & A. Willis, “The Story that Catalyst Capital does not Want You to Read,” The Globe & Mail 
(Mar. 3, 2018).
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218. CCGI responded aggressively, going to court to try to block media outlets 

from publishing stories about communications to Catalyst Fund investors about plans for 

the Portfolio Companies.

219. The lawsuit was ultimately unsuccessful, and only garnered further press 

attention.24

220. On April 10, 2018, Mr. Glassman sent a letter to Catalyst Fund investors 

stating  

 

  

221. On April 18, 2018, Patrick Morgan, MOSERS’s Investment Legal and 

Compliance Counsel, and Tyson Rehfeld, MOSERS’s Managing Director – Markets & 

Strategy, participated in a conference call with CCGI.  CCGI  

 

 

 

 

222.

223. In the April 2018 conference call, CCGI  

 

24
 See, e.g., J. Jones, “Callidus Capital shares plunge on wider fourth-quarter loss,” The Globe & Mail 

(Apr. 3, 2018).
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224. On or about June 6, 2018, MOSERS  

225. On June 6, 2018, MOSERS contacted CCGI  

226. Approximately one week later, on or about June 13, 2018, CCGI 

responded  

 

227.  

 

 

 

228. CCGI  

 in violation of the Catalyst Fund 

LPAs and the Limited Partnerships Act (Ontario).

 

229. CCGI  

230. CCGI  
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231. On or about September 25, 2019, in a letter from MOSERS’s then Chief 

Investment Officer and Deputy Executive Director, Seth Kelly, to Mr. Glassman, 

MOSERS requested  

 

232. On October 3, 2019, CCGI  

233. Although MOSERS  

 

 

 

 

 

234. MOSERS responded on October 3, 2019 with an email from Mr. Kelly 

asking CCGI  

  

235. CCGI never responded to MOSERS’s October 3, 2019 request.

236. On November 14, 2019, Mr. Kelly renewed MOSERS’s request by email 

in writing to Mr. Glassman, asking  

237. CCGI never responded to MOSERS’s November 14, 2019 request.

238. On January 15, 2020, MOSERS Managing Director Tyson Rehfeld 
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emailed Newton Glassman, forwarding another copy of Seth Kelly’s November 14, 2019 

email to Mr. Glassman.

239. Mr. Glassman responded the same day, on January 15, 2020, to Mr. 

Rehfeld.  Without providing the requested information, Mr. Glassman stated that  

240. On February 3, 2020, Mr. Rehfeld replied that  

241. On February 4, 2020, Mr. Glassman emailed Mr. Rehfeld,  

  Mr. Glassman stated that  

 

 

 

 

242. Mr. Rehfeld emailed Mr. Glassman back the same day, on February 4, 

2020,  

  

Mr. Rehfeld also asked that  

 

243. Mr. Glassman responded the same day,  
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244. MOSERS did not hear anything more from CCGI in response to 

MOSERS’s repeated requests  

  

 A Key Source of Information to MOSERS is 
Cut Off 

245. CCGI has  

246. All the while MOSERS  

 

 

  

247. In the fourth quarter of 2019, however, Callidus was re-privatized, ending 

its public filings.  Based on CCGI’s  

 

248. CCGI still  

249. CCGI’s  

 

 in violation of the 

Catalyst Fund LPAs, the Catalyst Fund Side Letters, the Limited Partnerships Act 
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(Ontario), 

250. Additionally, because CCGI was re-privatized in September 2019 and no 

longer is required to and does not file certain reports with the Ontario Securities 

Commission, every source of information to which MOSERS is entitled is critically 

important in order to discharge its obligations to monitor its investments in the Catalyst 

Funds.

The Catalyst Funds  

251. CCGI’s  

 

 

252. The net asset value of MOSERS’s capital account in Fund III was between 

, as of December 31, 2019,  

  

253. The net asset value of MOSERS’s capital account in Fund IV was between 

 as of December 31, 2019,  

 

254. The net asset value of MOSERS’s capital account in Fund V was between 

 as of December 31, 2019,  

255. In January 2020, CCGI provided MOSERS 2019 year-end preliminary 
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unaudited capital account statements for Funds III and IV.

256. On or about May 12, 2020, CCGI provided MOSERS the audited financial 

statements for Fund III and IV  

 

 

 

 

 

 

MOSERS’s Unfunded Commitments to Fund V 

257. Under Section 1.1 of the Fund V LPA,  

 

 

  Ex. C at 12.

258. MOSERS’s Unfunded Commitment in Fund V is approximately  

259. Under Section 7.1 of the Fund V LPA, subject to other provisions of the 

LPA, Fund V GP  

 

 

 

  Ex. C at 24.   
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260. Section 7.4 of the Fund V LPA  

  Ex. C at 26.

261. Under Section 7.5 of the Fund V LPA,  

 

 

 

262. If MOSERS  

 

 

 

Ex. C at 26-28.

The Catalyst Fund LPAs’ 

263. Section 1.1 of the Catalyst Fund LPAs  
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  Ex. A at 9; Ex. B at 8; Ex. C at 8.

264. Section 19.7 of the Fund III and IV LPAs provide that:

 
 

 
 
 

Ex. A at 61; Ex. B at 66 (emphasis added).  Section 18.7 of the Fund V LPA provides 

likewise as to Fund V,  

  Ex. C at 69.

265. Under Section 19.1 of the Fund III and Fund IV LPAs, the respective 

Catalyst Fund GP 

Ex. A at 57-58; Ex. B at 63.  Section 18.1 of the Fund V LPA provides the same with 

respect to Fund V.  Ex. C at 65-66.

266. The Catalyst Fund GPs have breached  

 the Catalyst Fund LPAs, and breached the Limited Partnerships Act 

(Ontario).
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COUNT I – ACTION FOR PRELIMINARY INJUNCTION
(Against Defendants Catalyst Capital Group Inc., Catalyst Fund General Partner III 

Inc., Catalyst Fund General Partner IV Inc., and Catalyst Fund General Partner 
V Inc.25)

267. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

268. The foregoing facts demonstrate that there is a high probability that 

MOSERS will succeed on its claims against the Catalyst Corporate Defendants for breach 

of fiduciary duty, gross negligence, breach of the Catalyst Fund LPAs, Management 

Advisory Agreements, and Side Letters, breach of promises made in the Offering 

Memoranda, breach of the covenant of good faith, and breach of the Limited Partnerships 

Act (Ontario).

269. The Catalyst Corporate Defendants have engaged in a pattern of gross 

negligence, breaches of the Catalyst Fund LPAs and their fiduciary obligations, and 

270. MOSERS has no adequate remedy at law.  A Preliminary Injunction is 

necessary in order to prevent immediate and irreparable injury, loss, and/or damage to 

MOSERS, and to maintain the status quo pending a resolution of this dispute.

271. Section 24.8 of the Fund III and IV LPAs and Section 23.8 of the Fund V 

LPA  

 

 

25 Hereinafter, referred to collectively as the “Catalyst Corporate Defendants.”
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Ex. A at 70;  Ex. B at 75; Ex. C at 78.

272. MOSERS cannot be fully compensated by money damages at the 

conclusion of this action, because:
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273. The balance of the irreparable harm to MOSERS if preliminary injunctive 

relief is not issued outweighs the potential harm caused to CCGI or the Catalyst Funds by 

granting preliminary injunctive relief. 

274. Absent preliminary injunctive relief, there is a significant risk that:  

275. Granting preliminary injunctive relief, on the other hand, will maintain the 

status quo by:
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276. Based on the balance of harms, and the role of MOSERS in providing 

retirement security to Missouri state employees and their families, issuing a Preliminary 

Injunction is in the public interest.

277. But for CCGI’s breaches of its obligations under the Catalyst Fund LPAs, 

 

 

 by virtue of the breaches of CCGI’s fiduciary and 

contractual duties.  It is not in the public interest to allow CCGI to continue to benefit 

from its own breaches, as it would be allowed to do in the absence of a Preliminary 

Injunction.   

278. No prejudice will result to CCGI, the Catalyst Funds, or the other Limited 

Partners of the Catalyst Funds if the preliminary injunctive relief requested herein is 

granted, as the injunctive relief requested is narrowly tailored to preserve the Catalyst 

Funds’ assets and MOSERS’s investments therein, while still allowing for CCGI to carry 

on legitimate Catalyst Fund business.

WHEREFORE, MOSERS respectfully prays that the Court enter a Preliminary 

Injunction: 

(i) prohibiting the Catalyst Corporate Defendants from  
 

 until such time as the 
Court enters final judgment; 
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(ii) prohibiting the Catalyst Corporate Defendants from  

 

and 

(iii) prohibiting the Catalyst Corporate Defendants’ continuing breaches of 

their obligations  

 

 

 

 

 

 

 

 

  

MOSERS also prays for any and all such additional and further relief as the Court deems 

just and proper in the premises.

COUNT II – BREACH OF FIDUCIARY DUTY
(Against the Catalyst Corporate Defendants)

279. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

280. Missouri Revised Statute § 105.687 defines an “investment fiduciary” as 

one “who either exercises any discretionary authority or control in the investment of a 

public employee retirement system’s assets.” 

281. The Catalyst Corporate Defendants exercise discretionary authority or 

control over certain of MOSERS’s assets.  

282. As an “investment fiduciary” under RSMo § 105.687, the Catalyst 

Corporate Defendants owe MOSERS the duties described in § 105.688, including the 

duty of care and duty of loyalty.  The Catalyst Corporate Defendants also owe fiduciary 

duties to MOSERS under Ontario law.  
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283. MOSERS placed its trust and confidence in the knowledge, skill and 

judgment of the Catalyst Corporate Defendants, providers of financial services to 

institutional investors, to manage and invest the Catalyst Funds.   

284. The Catalyst Corporate Defendants collect fees for their exercise of 

authority and/or control over the investment of the Catalyst Funds’ capital.

285. In their role overseeing the Catalyst Funds and investing and their capital, 

the Catalyst Corporate Defendants owe the respective Catalyst Funds and MOSERS, as a 

Limited Partner, fiduciary duties, including the duties of care and loyalty.  The Catalyst 

Corporate Defendants also owe fiduciary duties to MOSERS under Ontario law.  

286. As fiduciaries and “investment fiduciaries” pursuant to RSMo § 105.687-

88, the Catalyst Corporate Defendants have, at all relevant times, have a duty to act with 

the same care, skill, prudence, and diligence under the circumstances then prevailing that 

a person acting in a similar capacity and familiar with those matters would use in the 

conduct of a similar enterprise with similar aims, and to give appropriate consideration to 

relevant facts and circumstances.  The Catalyst Corporate Defendants also owe fiduciary 

duties to MOSERS as a partner under Ontario law.  

287. The Catalyst Corporate Defendants’ duty of care includes a duty to invest 

prudently based on the standards of a reasonably prudent fiduciary.  The Catalyst 

Corporate Defendants also owe the fiduciary duties to MOSERS as a partner under 

Ontario law.  

288. As fiduciaries, as a partner, and as “investment fiduciaries” pursuant to 

RSMo § 105.687-88, the Catalyst Corporate Defendants have, at all relevant times, had a 
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duty to subordinate their own interests to the interests of MOSERS should there be a 

conflict, and to act on behalf of MOSERS no less favorably than they act on their own 

behalves.  

289. The Catalyst Corporate Defendants’ duty of loyalty includes a duty to 

manage the investments of each Catalyst Fund solely and exclusively in the interest of 

that Funds’ partners, and to avoid conflicts of interest.  The Catalyst Corporate 

Defendants also owe fiduciary duties to MOSERS as a partner under Ontario law.  

290. The Catalyst Corporate Defendants’ fiduciary duties also require them to 

act in a manner and to the extent set forth in the Catalyst Fund LPAs and Management 

Advisory Agreements.   The Catalyst Corporate Defendants also owe fiduciary duties to 

MOSERS as a partner under Ontario law.  

291. Catalyst Capital Group and the Fund III and IV GPs breached their duty of 

care to MOSERS by, among other things,  

292. The Catalyst Corporate Defendants breached their duty of care to 

MOSERS by, among other things: 
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293. The Catalyst Corporate Defendants breached their duty of loyalty to 

MOSERS by, among other things:

294. The Catalyst Corporate Defendants’ actions set forth above in Paragraphs 

291, 292 and 293 are unauthorized by the Catalyst Fund LPAs and fundamentally 

inconsistent with the interests of their limited partners.  

295. As a direct and proximate result of the Catalyst Corporate Defendants’ 

breaches of fiduciary duty, MOSERS has suffered damages in an amount to be proven at 

trial.   

296. The Catalyst Defendants’ actions were intentional, willful, wanton, 

reckless, and with conscious disregard for MOSERS’s welfare and the fiduciary duties 

owed MOSERS.
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297. As a result of the conduct alleged above, MOSERS is further entitled to an 

award of punitive damages in an amount according to proof at trial necessary to punish 

the Catalyst Defendants and deter such conduct.

298. Section 24.8 of the Fund III and IV LPAs and Section 23.8 of the Fund V 

LPA  

 

 

 
 

 
 
 

 
 

  

Ex. A at 70;  Ex. B at 75; Ex. C at 78.

WHEREFORE, MOSERS respectfully prays that the Court enter judgment in 

favor of MOSERS and against the Catalyst Corporate Defendants for actual 

compensatory damages, in an amount that is fair and reasonable; pre-judgment interest; 

post-judgment interest; attorneys’ fees and accountants’ fees incurred in connection as a 

result of the Catalyst Corporate Defendants’ breaches, including this lawsuit; punitive 

damages sufficient to punish and deter.  MOSERS additionally prays that the Court enter 

a Permanent Injunction  

 in further violation of its breach of fiduciary duty.  MOSERS further 

prays for any and all such additional and further relief as the Court deems just and proper 

in the premises.
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COUNT III – NEGLIGENCE
(Against All Defendants)

299. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

300. In its role investing the capital of the Catalyst Fund Partnerships, CCGI 

owes MOSERS duties, including but not limited to the Catalyst Corporate Defendants’ 

fiduciary duties as set forth in the Catalyst Fund LPAs and Management Advisory 

Agreements.

301. In its role managing and investing the capital of the Catalyst Fund 

Partnerships, CCGI was negligent and grossly negligent.

302. CCGI breached the applicable standards of care by:

303. Additionally, the Catalyst Capital Group and the Fund III and IV GPs 

breached the applicable standards of care  

304. Defendant Newton Glassman also breached the applicable standards of 

care by  

305. As a direct and proximate result of CCGI’s acts of negligence and gross 
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negligence, MOSERS has sustained damages in an amount to be proven at trial.

306. CCGI’s actions were reckless and/or grossly negligent in their disregard 

for MOSERS’s welfare and the duties owed MOSERS. 

307. As a result of the conduct alleged above, MOSERS is further entitled to an 

award of punitive damages in an amount according to proof at trial necessary to punish 

CCGI and deter such conduct.

308. Section 24.8 of the Fund III and IV LPAs and Section 23.8 of the Fund V 

LPA  

  This Section of the 

respective Catalyst Fund LPAs states: 

 
 

 
 
 

 
 

  

Ex. A at 70;  Ex. B at 75; Ex. C at 78.

WHEREFORE, MOSERS respectfully prays that the Court enter judgment in 

favor of MOSERS and against CCGI for actual compensatory damages, in an amount that 

is fair and reasonable; pre-judgment interest; post-judgment interest; attorneys’ fees and 

accountants’ fees incurred in connection as a result of the Catalyst Corporate Defendants’ 

breaches, including this lawsuit; punitive damages sufficient to punish and deter; and any 

and all such additional and further relief as the Court deems just and proper in the 

premises.
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COUNT IV – BREACH OF LIMITED PARTNERSHIP AGREEMENTS
(Against All Defendants)

309. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

310. MOSERS and CCGI voluntarily entered into the Catalyst Fund LPAs 

which, in turn, entered into Management Advisory Agreements, which are valid and 

enforceable contracts.

311. MOSERS, Catalyst Capital Group, Fund III GP, Fund IV GP, Fund V GP, 

and Newton Glassman each received valuable consideration pursuant to the contracts.

312. The Catalyst Corporate Defendants breached their obligations under the 

Catalyst Fund LPAs by:
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313. The same conduct set forth above in Paragraph 312 breached Catalyst 

Capital Group’s obligations under the Management Advisory Agreements.

314. Catalyst Capital Group also breached its obligations under the Catalyst 

Fund Side Letters by  

315. Additionally, Catalyst Capital Group, Fund III GP, and Fund IV GP 

breached their obligations under the Fund III and IV LPAs  

316. Newton Glassman breached his obligations under the Catalyst Fund LPAs 

by 

317. All conditions precedent have been satisfied. 

318. As a direct result of CCGI’s actions described above, MOSERS has 

suffered actual damages in an amount to be proven at trial.

WHEREFORE, MOSERS respectfully prays that the Court enter judgment 

against CCGI for actual compensatory damages, in an amount that is fair and reasonable; 

for attorneys’ fees and accountants’ fees incurred in connection with MOSERS’s 

enforcement of the Catalyst Fund LPAs, including this lawsuit; and for any and all, such 

additional and further relief as the Court deems just or proper in the premises.  MOSERS 

additionally prays that the Court enter a Permanent Injunction  
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  MOSERS also respectfully 

prays that the Court order specific performance of: 

(i) the Catalyst Corporate Defendants’ obligations under the Catalyst Fund 

LPAs’  Section 13.3, 13.4, and 14.6 of the Catalyst 

Fund LPAs; 

(ii) Newton Glassman’s obligations under Section 10.5(a) of the Funds III and 

IV LPAs and Section 12.12(a) of the Fund V LPA; and 

(iii) in the event that the Court does not order MOSERS  

 under Section 10.5(f) of the Fund IV LPA and Section 

12.12(f) of the Fund V LPA, the Catalyst Corporate Defendants’ obligations 

 under Section 10.5 of the Fund IV LPA and 

Section 12.12 of the Fund V LPA.

MOSERS further prays for any and all such additional and further relief as the Court 

deems just and proper in the premises.

COUNT V – BREACH OF THE COVENANT OF GOOD FAITH AND FAIR 
DEALING

(Against All Defendants)

319. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

320. Under Section 18.3 of the Fund III and Fund IV LPAs, and Section 17.3 of 

the Fund V LPA, the Catalyst Fund GPs agreed that  

  Ex. A at 57; Ex. B at 62; Ex. C at 65.

321. CCGI, by the acts as alleged hereinabove, violated the covenant of good 

faith and fair dealing by evading the spirit of the bargain and rendering imperfect 

performance of its obligations.

322. As a direct result of CCGI’s actions, MOSERS has suffered damages in an 

amount to be determined at trial. 
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323. CCGI’s actions were intentional, willful, wanton, reckless, and with 

conscious disregard for MOSERS’s welfare and the fiduciary duties owed MOSERS.

324. As a result of the conduct alleged above, MOSERS is further entitled to an 

award of punitive damages in an amount according to proof at trial necessary to punish 

CCGI and deter such conduct.

WHEREFORE, MOSERS respectfully prays that the Court enter judgment 

against CCGI for actual compensatory damages, in an amount that is fair and reasonable; 

for attorneys’ fees and accountants’ fees incurred in connection with MOSERS’s 

enforcement of the Agreement, including this lawsuit; punitive damages sufficient to 

punish and deter; and for any and all such additional and further relief as the Court deems 

just or proper in the premises.

COUNT VI – VIOLATION OF LIMITED PARTNERSHIPS ACT (ONTARIO)
(Against the Catalyst Corporate Defendants)

325. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

326. MOSERS is a Limited Partner of each of the Catalyst Funds.

327. Section 8 of the Limited Partnerships Act (Ontario) provides that “[a] 

general partner in a limited partnership … is subject to all the restrictions and liabilities 

of a partnership without limited partners except that, without the written consent to or 

ratification of the specific act by all limited partners, a general partner has no authority to 

(a) do any act in contravention of the partnership agreement …. .”

328. Section 10(b) of the Limited Partnerships Act (Ontario) grants limited 

partners the same rights as a general partner “to be given, on demand, true and full 
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information concerning all matters affecting the limited partnership, and to be given a 

complete and formal account of the partnership affairs.”

329. Section 12 of the Limited Partnerships Act (Ontario) grants limited 

partners the right “from time to time,” to “examine into the state and progress of the 

limited partnership business.” 

330. The Catalyst Corporate Defendants violated their duties as a partner. 

331. The Catalyst Corporate Defendants acted in contravention of the Catalyst 

Fund LPAs without the written consent or ratification of all limited partners.

332. MOSERS demanded true and full information on matters affecting the 

Catalyst Funds,  

 

333. The Catalyst Corporate Defendants failed to provide MOSERS true and 

full information that MOSERS demanded on matters affecting the Catalyst Funds.

334. The Catalyst Corporate Defendants failed to provide MOSERS a complete 

and formal account of the partnership affairs of the Catalyst Funds.

335. The Catalyst Corporate Defendants omitted material facts from documents 

and information provided to MOSERS for purposes of the Limited Partnerships Act 

(Ontario).

WHEREFORE, MOSERS respectfully prays that the Court enter judgment 

against each Catalyst Corporate Defendant for violations of the Limited Partnerships Act 

(Ontario), for actual compensatory damages, in an amount that is fair and reasonable, and 
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for any and all such additional and further relief as the Court deems just or proper in the 

premises.

COUNT VII- DECLARATORY JUDGMENT
(Against All Defendants)

336. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

337. This Court has the power to grant a declaratory judgment under Missouri 

Supreme Court Rule 87 and RSMo § 527.010 et seq. in that an actual controversy of a 

justiciable nature now exists among and between MOSERS and CCGI concerning their 

respective rights and obligations under the Catalyst Fund LPAs.

338. A dispute exists among the parties concerning the meaning of, and their 

respective rights and obligations, under the Catalyst Fund LPAs with respect to 

a. Section 1.1 of the Catalyst Fund LPAs regarding  

b. Section 1.1 of the Catalyst Fund LPAs regarding  

c. Section 1.1 of the Catalyst Fund LPAs regarding   

d. Section 4.3(c) of the Catalyst Fund LPAs regarding  

e. Sections 13.3, 13.4, and 13.6 regarding  
 and

f. Section 18.1(b) of the Fund III and IV LPAs and Section 17.1(b) of the 
Fund V LPA regarding 

339. The Catalyst Corporate Defendants have wrongfully interpreted and 
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applied the provisions of Catalyst Fund LPAs set forth in Paragraph 338, and as a result, 

related provisions of the Catalyst Fund LPAs that are implicated by these interpretations 

and applications.

340. The controversy is ripe for judicial review because the meaning of the 

Catalyst Fund LPAs is in dispute, and without a declaration the rights and obligations of 

one or more of the parties under the Catalyst Fund LPAs will be continuously impaired. 

341. MOSERS has a legally protectable interest in that its pecuniary interests 

are at issue as a result of the Catalyst Corporate Defendants’ interpretation of the Catalyst 

Fund LPAs.

342. MOSERS has no adequate remedy at law based on  

 and CCGI’s material breaches of fiduciary duty and contract 

provisions, including  

 

  

343. MOSERS requires a declaration of its rights under the Catalyst Fund 

LPAs and the meaning of disputed LPA provisions because CCGI has taken actions 

based on an improper interpretation of those documents and, unless barred by this Court, 

will continue to take actions, and are likely to take additional actions, based on wrongful 

interpretation of those documents, to the detriment of MOSERS. 

WHEREFORE, MOSERS respectfully prays that the Court enter judgment 

declaring the rights and obligations of MOSERS and CCGI in relation to the Catalyst 

Funds, including:
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(i) a declaration that  
 

(ii) a declaration that  

(iii) a declaration that  
 

 
    

(iv) a declaration that  
 

(v) a declaration that  
 

 

(vi) a declaration that  
 

 
 

  

(vii) a declaration that  
 

 
 

 
 
 

(viii) a declaration that  
 

 
 

 
 

 

(ix) a declaration that CCGI  
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(x) a declaration that  
 

 
 

 

(xi) a declaration that  
 

(xii) a declaration that  
 

 
 

 
; and

(xiii) a declaration that  
 

 
 

 

MOSERS additionally prays for any and all such additional and further relief as the Court 

deems just or proper in the premises.

COUNT VIII - ACTION FOR ACCOUNTING
(Against Catalyst Corporate Defendants)

344. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

345. Pursuant to the Catalyst Fund LPAs, equitable doctrines, and RSMo § 

358.220, MOSERS is entitled to an accounting of the Catalyst Funds’ affairs, including 

property acquired with Catalyst Funds’ capital. 
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346. The Catalyst Corporate Defendants owe fiduciary duties to MOSERS.

347. Despite demand, the Catalyst Corporate Defendants have not provided 

true and full information regarding the Catalyst Funds, the Catalyst Fund Portfolio 

Companies, including the Catalyst Funds’ investment in Callidus Capital Corporation.  

348. Because information regarding the Catalyst Funds, the Catalyst Fund 

Portfolio Companies, or the Catalyst Funds’ investment in Callidus Capital Corporation 

affects MOSERS’s rights and obligations under the Catalyst Fund LPAs, MOSERS 

requires discovery to exercise its rights and comply with its obligations under the 

Catalyst Fund LPAs.

349. Given the Catalyst Corporate Defendants’ continuing breach of their 

obligations to provide information to MOSERS, and their exclusive possession of the 

relevant information, full information to MOSERS can be achieved only through an 

accounting.

350. Legal remedies are inadequate given the failure of the Catalyst Corporate 

Defendants to provide requested and required financial information to MOSERS, 
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WHEREFORE, MOSERS respectfully prays this Court enter an accounting 

against the Catalyst Corporate Defendants with respect to the Catalyst Funds, and award 

any and all such other relief as the Court deems just and proper in the premises.

THOMPSON COBURN LLP

By  /s/ Lawrence C. Friedman
Lawrence C. Friedman #34382
Sharon B. Rosenberg #54598
One US Bank Plaza
St. Louis, Missouri  63101
314-552-6000
FAX 314-552-7000
lfriemdan@thompsoncoburn.com
srosenberg@ thompsoncoburn.com

Attorneys for Plaintiff Missouri State 
Employees’ Retirement System
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12/13/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 1/8

BUSINESS NEWS MARCH 26,  2018 / 2:35 PM / UPDATED 3 YEARS AGO

Callidus shares tumble after Reuters report on
Catalyst valuations

By John Tilak, Lawrence Delevingne 3  M I N  R E A D

A sign shows the entrance to the offices of Callidus Capital in Toronto, Ontario, Canada July 6, 2017.
REUTERS/Chris Helgren
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12/13/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 2/8

TORONTO/NEW YORK (Reuters) - Shares of Canadian lender Callidus Capital Corp lost as

much as 21.6 percent in two trading sessions, hitting an all-time low, after a Reuters report

on Friday raised questions about the valuations that parent company Catalyst Capital Group

Inc assigned to some of its portfolio companies.

Callidus, which offers high-interest loans to distressed companies and went public in 2014, is

one of the largest holdings in Catalyst’s private equity funds. Among other things, the Reuters

report said that Callidus has so far been unable to find a buyer to take the company private.

Catalyst said in a press release last year that it was targeting a price of C$18 to C$22 a share.

Callidus shares dropped 6 percent on Friday. The slide continued on Monday, with the stock

falling as much as 16.5 percent to hit a record low before ending down 6.4 percent at C$6.23,

a drop of about 39 percent since the start of the year.

ADVERT I S EMENT

The Reuters report, citing various sources and documents, also noted that at least three other

of Catalyst’s major assets have struggled to find buyers at the firm’s valuations.

A spokesman for Callidus and Catalyst, which are both headed by Newton Glassman,

declined to comment for this story on Monday.
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12/13/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 3/8

Catalyst, in a statement issued on Friday after Reuters published its reporting on the firm,

said that the news organization was “unobservant” of the nature of private equity and of

Catalyst’s accomplishments in “rebuilding broken companies.”

“We can only stand dumbfounded by the failure of Reuters to understand the basic value

creation principles required to grow companies and the care we take to protect and maximize

returns,” Catalyst said.

After Callidus reported its most recent quarterly earnings in November, National Bank

analyst Jaeme Gloyn said in a report, “We believe recent performance materially impacts

both the probability and the valuation of a privatization transaction.” Callidus said on

Monday it would report fourth-quarter results on April 2.

Reporting by John Tilak in Toronto and Lawrence Delevingne in New York

Our Standards: The Thomson Reuters Trust Principles.

M O R E  F R O M  R E U T E R S
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Glassman’s Catalyst Says Third Fund
Dropped More Than 60%
Paula Sambo, Bloomberg News

(Bloomberg) -- Catalyst Capital Group Inc. told investors that assets in one of its
oldest active funds declined in value by more than 60% last year.

The Toronto-based firm, which invests primarily in distressed debt and private equity,
marked down the value of the portfolio in its Catalyst Fund Limited Partnership III to
about $320 million at the end of last year, from about $820 million at the start of the
year, according to a document sent to its limited partners.

The fund, which started with about $1 billion in 2009 and was Catalyst’s third fund, is
now targeting the end of 2020 for a return of money, rather than the end of 2019,
according to an update investors received last year.

The fund’s stake at Gateway Casinos & Entertainment Ltd., one of Canada’s biggest
gaming companies with 25 properties, was marked down to about $130 million at the
end of December. Catalyst also marked down the stakes it owns in Advantage Rent A
Car, Sonar Entertainment and Natural Markets Food Group.

“Our communications with our LPs are confidential and are not intended for public
consumption. Our reporting to LPs has always been extremely conservative and
reflects a single point in time,” Dan Gagnier, a spokesman for Catalyst, said in an
email. “We believe this is the responsible approach, particularly since, as must be
obvious to Bloomberg, the current pandemic has impacted multiple sectors which
have essentially been ground to a halt.”

Catalyst specializes in buying the debt of troubled companies -- an area founder
Newton Glassman once described as a “blood sport”.

Last December, investors in fund III were asked to wait another year to get their
money back, giving Catalyst more time to sell assets including Advantage, according
to a fund update sent to backers at the time.

“Our principal focus during this time is on ensuring that the people within our
companies are safe, and that we are prepared to support them as an economic
reopening is implemented,” Gagnier said Thursday.
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When Did the Coronavirus Arrive in the U.S.? Here̓ s a Review of the Evidence.
Was the virus here in January? In December? Earlier? Heres̓ a look at the evidence of how the virus emerged from
China and landed in the United States.

By Mike Baker

Published May 15, 2020 Updated June 1, 2020

SEATTLE — In a county north of Seattle, two people who came down with respiratory illnesses in December now
have antibodies for the coronavirus. In Florida, a public health official who got sick in January believes he had Covid-
19.

And in California, a surprising discovery that an early-February death in San Jose was linked to the coronavirus has
triggered a broader search for how that person was exposed.

Those cases have contributed to growing questions about when the virus first reached the United States and how
long it had been circulating by the time its arrival was publicly confirmed in Washington State at the end of February.

While there was limited testing to uncover specific cases before then, researchers have other tools to trace the path
of the coronavirus. That includes genomic sequencing of the virus to help scientists build an ancestral tree of cases, a
re-examination of specific deaths and thousands of old flu samples that have been repurposed to look for the
coronavirus.

Here is a look at the evidence and what it shows:

I got really sick in February. Did I have the coronavirus?
It is possible, but it was most likely something else.

The Seattle area emerged as an early epicenter of the coronavirus outbreak at the end of February, but there is
compelling evidence that, even there, the virus did not yet have much of a foothold compared with the flu, which had
a particularly potent season.

A team that analyzes flu trends in the region has been able to review nearly 7,000 old flu samples collected from
around the region in January and February, re-examining them for the coronavirus. All of the samples from January
were negative. The earliest sample that tested positive was Feb. 20.

Based on that and later case counts, Trevor Bedford, who studies the evolution of viruses at the Fred Hutchinson
Cancer Research Center in Seattle, and who was part of the flu study team, estimated that there were probably a few
hundred cases in the area by that point in February.

But even that would still be a small fraction — perhaps less than 1 percent — of the many thousands of people who
had flu symptoms at the time.
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https://www.nytimes.com/2020/05/15/us/coronavirus-first-case-snohomish-antibodies.html 2/5

When did the coronavirus first reach the United States?
The U.S. first identified cases among travelers who had flown in from Wuhan, China, in the middle of January.
Officials worked to contain them.

There is some evidence that the virus began getting a bit of traction around the end of January. To seed that late-
February emergence in the Seattle area, researchers believe the spread could have begun with a traveler who
arrived in the region from Wuhan on Jan. 15, or it may have been another unknown case that arrived in the few
weeks that came after.

In San Jose, tissue sampling from a woman who died on Feb. 6 revealed that she was probably the first known person
in the U.S. whose death was linked to the coronavirus — a strong sign that the virus may have been circulating in
that part of Northern California in January.

But was it part of a large, previously unrecognized outbreak?

Dr. George Rutherford, a professor of epidemiology and biostatistics at the University of California, San Francisco,
theorized that perhaps the woman, who worked for a company that had an office in Wuhan, was one of only a small
number of people who contracted the virus at that time and that transmissions probably petered out for some reason.
Otherwise, he said, the region would have seen a much bigger outbreak.

“With that kind of early introduction, we should be seeing thousands of more cases,” Dr. Rutherford said.

Dr. Sara Cody, the health officer for Santa Clara County, said local, state and federal officials were continuing to try to
answer those questions.

Security lines at Seattle-Tacoma International Airport in February. Miles Fortune for The New

York Times
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There are other, less concrete signs of earlier infections. In Florida, where the first two official cases were announced
on March 1, a state database now lists coronavirus cases in patients who may have had symptoms as far back as
January. But the cases are all under investigation, and no one has confirmed that any of those patients had the
disease that early.

One of them is Raul Pino, the health officer for the Florida Department of Health in Orange County. He said recently
that he suspected he had the virus in the first week of January.

The Coronavirus Outbreak ›

Latest Updates ›
Updated 

Over half of Ohio s̓ nursing home workers are refusing to get a Covid-19

vaccine, the governor says.

New York will allow in-person fans at Buffalo Bills home playoff game.

A Dallas-Fort Worth air traffic control center was closed for disinfection,

and big flight delays soon followed.

What if the virus quietly arrived in December?
Doctors in France have said that a patient’s sample from late December has since tested positive for the coronavirus.
But so far, there is no comparable evidence of a similar case in the United States.

The strongest possible indicator so far is new evidence that emerged this week of two people in Snohomish County,
Wash., who reported coronavirus-like symptoms in December. Both people later tested positive for antibodies, county
health officials announced.

But Dr. Chris Spitters, the county’s health officer, said that while it was possible that both people had the coronavirus
in December — even before officials in China had reported a cluster to the World Health Organization at the end of
the month — he was doubtful.

“It’s possible and frankly, I think, more likely that they had a non-Covid respiratory viral illness in December and
subsequently had an asymptomatic or minimally symptomatic Covid infection subsequent to that,” Dr. Spitters said.

Dr. Bedford said he also believed this was the more likely scenario, noting that up to half of people with coronavirus
infections have no symptoms.

There could have been a tiny number of isolated coronavirus cases among travelers to the United States in
December, Dr. Bedford said. But it is pretty clear that none of them spread.

In part, scientists can tell that by looking at the genomic fingerprints of each case. But another clue is the rapid rate
at which the virus spreads, Dr. Rutherford said.

It appears that early in the outbreak, one infection was spreading to about four other people, on average, with an
incubation period for new infections of about four days. So a case seeded in December would rapidly quadruple
through new generations, most likely growing exponentially to millions of cases from a single unbroken chain of
transmission by the end of February. Researchers are not seeing any chains that appear to go that far back.

Modelers looking back at the growth of outbreaks elsewhere have reached similar conclusions. One estimated that
New York’s outbreak could have begun with perhaps 10 infected people who contracted the virus sometime between
the end of January to the middle of February, when the first cases of community transmission were identified and

Dec. 30, 2020
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hospitals began seeing more cases.

When did the virus begin in China?

The virus first emerged in Wuhan in December after a series of people developed symptoms of a viral pneumonia
and an examination found that they had been infected with a new coronavirus.

A group of researchers in China later examined the histories of the first 41 lab-confirmed cases at a Wuhan hospital,
finding that many of them had connections to a seafood market. But the earliest case, in a person who developed
symptoms on Dec. 1, had no connections to the market.

The information suggests that if the virus did originate from the market, it was most likely circulating by November,
early enough to reach that first person. Dr. Bedford said it was conceivable to him that the virus began as early as
October, but that November was more likely.

There is no evidence that it started elsewhere. The virus mutates an average of twice a month, something
researchers can see in the genomic sequences of individual cases, and all of the cases in Wuhan show close genetic
links.

All of the other thousands of cases that have been sequenced around the globe show the Wuhan version as an
ancestor.

Was the coronavirus made in a lab somewhere?
Several unfounded theories that have gained traction suggest that the virus was created or accidentally released in a
lab somewhere. The Chinese government speculated that perhaps Americans brought the virus in to China.
President Trump has suggested it came from a virology lab in Wuhan.

Dr. Bedford said there was no evidence of genetic engineering in the virus, noting that it appeared to be a genetic
outgrowth of a virus circulating among bats. It probably reached humans through an intermediate animal, such as a
pangolin, he said.

A technician examined specimens inside a laboratory after an outbreak of the coronavirus in
Wuhan, China, in February. China Daily/Reuters
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“There’s no hallmarks of it having been manipulated in a lab,” Dr. Bedford said. “I think that’s definitive.”

He did not, however, rule out the possibility that some version of the virus being studied by scientists in Wuhan could
have somehow escaped and spread from there. But he doubts that is the case. He said that the most prevalent theory
about the virus’s origins — that it spread naturally among animals at a live animal market in Wuhan, then jumped to
humans — was the most likely explanation.
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Christie Blatchford: How a legal battle between two
ferociously competitive Toronto firms took a dark turn

National Post

A former Ontario Superior Court judge was targeted in a sting designed to discredit

him days before his decision in a controversial case with hundreds of millions of

dollars at stake was scheduled to be heard at the Ontario Court of Appeal.
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ADVERTISEMENT

The sting saw the 74-year-old former judge, Frank Newbould, audiotaped and

photographed surreptitiously at a posh Toronto restaurant as an agent posing as a

potential client apparently tried to induce him, in vain, to make anti-Semitic remarks.

Newbould, who just left the bench in June, was the trial judge in a 2016 lawsuit

between Catalyst Capital Group and West Face Capital, two ferociously competitive

Toronto private-equity firms whose feud hasn’t yet ended in the courtroom.

A source authorized to speak for Catalyst acknowledges that a subcontractor

working for a security company it hired carried out the sting on the judge. But the

source said Catalyst did not order the sting or know about it until after it happened.

The subcontractor was the Israeli intelligence firm Black Cube, recently in the news

as the same private agency Hollywood film producer Harvey Weinstein hired to

undermine the women accusing him of sexual assault. Black Cube later apologized

for taking the job and said it would donate the fee to women’s groups.

Last week in response to another lawsuit filed against it by Catalyst — the fourth

since 2014 — West Face alleged in court documents that operatives from Black

Cube pretended to be recruiters in an attempt to get information from some of its

current and former employees.
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A sting arranged by Israeli intelligence firm Black Cube saw former judge Frank Newbould audiotaped
and photographed surreptitiously at a posh Toronto restaurant in September 2017.

The sting on Newbould began Sept. 18 with an appointment arranged via email

with a man who said his name was Hugo Gabriel Saavedra Rodriguez. He said he

was the executive director at Victorius Group, a consultancy firm purportedly based

in London, England, but with international interests.

But Companies House, the United Kingdom’s government registrar of companies,

has no record of a company by that name at the given address.

The two met at Newbould’s downtown office. Rodriguez claimed to represent a

Canadian company involved in the oil sands business that was unhappy with a

competitor who “had gone behind my client’s back” and allegedly used its

technology to get licences to drill in Africa and Israel.

He said his client might be in the market for an arbitrator and appeared to be

interested in hiring Newbould.
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Three months earlier, in June, Newbould had stepped down from the bench amid a

controversy over his involvement in an aboriginal land claim dispute near his family

cottage at Sauble Beach on Lake Huron.

A judicial inquiry into a complaint that he had shown a “lack of sensitivity to the

experiences of Aboriginal peoples” and derailed a proposed settlement of the claim

by speaking out against it was stopped because Newbould resigned. However, he

said at the time that he wasn’t forced to quit and had decided two or three years

before to retire from the bench early.

Almost immediately he joined Arbitration Place, a downtown Toronto agency for

arbitrators, and also joined the law firm of Thornton Grout Finnigan as counsel.

In the first meeting at Newbould’s office, Rodriguez said he thought his case might

have to be heard in New York, but he expressed doubts about getting a fair hearing

there because of “the Jewish lobby or influence in New York.”
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Four times in this conversation, Rodriguez mentioned as a potential problem for his

client “the Jewish lobby or influence,” “the Jewish issue,” “the Jewish way of doing

things…. All the time trying to take more than they should, and more than agreed.”

Newbould failed to rise to the bait, repeatedly responding only with such benign

disclaimers as “there’s good Jewish people and there’s some bad Jewish people …

some good Spaniards and bad Spaniards” and “My experience is arbitrators aren’t

influenced by that (ethnicity).”

He also tried to explain the rules of arbitration to Rodriguez and the two agreed to

discuss the job over dinner that night at Scaramouche, an expensive midtown

Toronto restaurant known equally for its fine food and sweeping views. Rodriguez

paid.

The judge did not see a tape recorder being switched on. Nor did he notice a

photographer taking his photo, careful it would seem to only capture the back of

Rodriguez.

They quickly returned to that morning’s discussion. With little preamble, Rodriguez

said the man heading the company that was allegedly stealing his client’s

technology was “this Jewish guy.”

Newbould ignored this, told him he needed to retain both a lawyer and an arbitrator,

and said it wasn’t clear to him which role Rodriguez saw for him. “If you have in

mind that I would be the arbitrator,” he said, “I couldn’t give you advice on all that

you’re asking me.”
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To do so, he said, would be inappropriate. “I couldn’t do that,” Newbould said.

“Nobody, no good arbitrator, would ever do that.”

In the course of the night, Newbould at one point made what could be described as

an intemperate remark, though, seemingly to the regret of the agent’s employers, it

wasn’t about Jews but about Chinese witnesses.

At one point, Rodriguez asked if a judge could make a decision on the basis of

what he heard verbally, and Newbould said no, courts are document-heavy.

“The documents tell the story, for the most part,” he said, then mentioned, “I had a

case a year and a half ago now I guess, a lawsuit between two hedge funds and

one hedge fund was trying to acquire a telecommunications company…”

Newbould said the plaintiff in the suit was named “Glassman and he is a terrible

witness.”
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If it was perhaps indiscreet, it was nothing Newbould hadn’t also said in his public

decision.

Newton Glassman is the founder and managing partner of Catalyst, which sued

West Face, accusing it of obtaining confidential information about its bid for WIND

Mobile Inc. through former Catalyst analyst Brandon Moyse.

Moyse left Catalyst for West Face in 2014, four months before a consortium of

investors led by West Face successfully acquired WIND in a deal valued at

approximately $300 million. In 2015, the group sold the wireless carrier to Shaw

Communications for $1.6 billion.

Catalyst has claimed it lost out on $750 million in potential profit.

In his lengthy Aug. 18, 2016 decision, Newbould ruled against Catalyst. He was

harshly critical of Catalyst witnesses, particularly Glassman, whom he described as

“aggressive, argumentative” and more of a “salesman than an objective witness.”

He simply could not accept being “outsmarted” on the WIND deal, the judge said

later, when awarding costs.

It would have been a humiliating rebuke for the proud and combative head of the

successful company founded in 2002.

The judge ordered Catalyst to pay Moyse $340,000. He also awarded costs of $1.2

million to West Face on what’s called “a substantial indemnity basis” because, the

judge said, Glassman had played such “hardball attacking the reputation and

honesty of West Face.”
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In fact, the judge had no idea then of what hardball really was.

***

A day before Newbould and Rodriguez met, I received an email from a woman I

didn’t know. The subject line said: “Exclusive story offer — Judge Frank Newbould’s

record might unravel September 20th.”

She gave me a one-sided, six-paragraph interpretation of the Catalyst/West

Face/WIND Mobile case, and offered to connect me with a spokesperson “that can

prove evidence was destructed in the case and that Newbould’s ultimate ruling

completely ignored it.”

She also wrote, “In addition, information is brewing about a wolf pack of companies

that West Face is involved with as well — we can connect you with the

investigators” and offered a meeting with her source.

(Catalyst filed a $450-million lawsuit on Nov. 8 accusing West Face and others of

being “Wolfpack conspirators” in a short-selling campaign targeting a publicly

traded lender in which it holds the majority stake. West Face denies the allegations,

and called the lawsuit meritless.)

In emails over the next few days, the woman described herself as a

communications/public relations professional, a Canadian from Toronto living in

New York City who said she chose me because her parents were big readers of

mine.

When I pressed her, she insisted that was the reason, and added she’d been asked

to do a favour for a friend by finding a suitable Canadian reporter.
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For several days, she peppered me with emails — there was clearly some urgency

to the matter — and on Sept. 19, wrote, “I have arranged for an exclusive

background meeting btw yourself and the leading figure from Catalyst.

“He is in Montreal today but will fly to Toronto — ideally tomorrow — to meet with

you. I’ll come back to you on times.”

He knows of only one remotely comparable case in
Canada, which happened almost 30 years ago, where a
mining company that lost in court and, convinced the

judge must have had a personal financial stake, hired a
private eye.

- Christie Blatchford

 

The meeting with the unidentified figure from Catalyst never happened, and instead

on Sept. 21, I met the woman alone at a midtown café.

There, she handed me a USB flash drive containing the photos of Newbould, audio

and what appear to be edited transcripts of the two surreptitiously recorded

conversations he had with Rodriguez at his office and Scaramouche.

She gave my number to the purported friend connected to the case, who texted a

few days later to set up a meeting.

He is a former Israeli TV journalist and documentary filmmaker. We met on Oct. 20

at a diner in the east end of Toronto.
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He said he was passing on the story because it would be of little interest to his

audience in Israel. Plus, like the PR woman, he said he was doing a favour for

someone close to the case. Also like the PR woman before him, he mentioned my

unquestioned brilliance and experience as a reporter; flattery, however

transparently and thickly ladled on, appears part of undercover tradecraft.

But where the PR woman was unequivocal that the people behind the sting were

from Catalyst, the journalist seemed to be backing away from that. The movers

behind this, he said, were Aboriginals. When I pushed him on it, he said they were

the same people who had complained about Newbould in the land claim

controversy.

I knew that was ridiculous. That complaint had been brought by the Indigenous Bar

Association, a professional group of lawyers unlikely to have done something like

this. And their complaint was no longer a live issue as Newbould had resigned.

I told the journalist I couldn’t continue unless I met one of the principals.

“You will meet the guy who is behind this project,” he texted me on Oct. 26, but that

soon changed to “Jessie from the operational team.”

Jessie and I met on Oct. 31 in a restaurant at the Eaton Centre. An attractive

woman with dark hair, who looked to be in her early 40s, Jessie said she was now

doing this work after a career in an unnamed government’s national security

agency. She wouldn’t give me her last name, was vague about where she lived,

and gave me an email address that she didn’t answer.

I paid the bill and left after about 30 minutes. My patience with wannabe spooks,

mules and ghostly figures — and mostly, being lied to — was exhausted.
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***

The lawyers for Catalyst and West Face met at the Court of Appeal on Sept. 25, a

week after the sting on the judge.

Among them were two new faces: prominent Toronto lawyer Brian Greenspan and

veteran litigator David Moore, both there for Catalyst.

They were seeking an adjournment to the appeal, which was slated to be heard the

next day.

A two-page document filed with the court says Greenspan told Judge Paul Rouleau

that on Sept. 21, “he was provided with information that requires immediate

investigation and may well lead to the tendering of a fresh evidence application with

impact on the appeal.”

What the evidence is, he did not say. But on the 21st, Catalyst received its own

USB flash drive with a transcript of Newbould and Rodriguez’s conversations as

well as the audio and photos.

According to the source authorized to speak for Catalyst, the company was

weighing whether they had enough to dislodge the presumption of neutrality that

cloaks judges as a matter of law to now argue at the appeal that Newbould was

biased.

Rouleau was also told that an “irreconcilable difference” between Catalyst and its

lawyers, the Lax O’Sullivan Lisus Gottlieb firm, had arisen and that Lax O’Sullivan

had “concluded it has no option but to seek to be removed as counsel of record.”
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The “irreconcilable difference” was that once Lax O’Sullivan was told about what

Black Cube had done, its lawyers made the decision it was “unethical conduct” and

they wouldn’t be a part of it.

The lawyers demanded Catalyst sign an undertaking that it would never attempt to

use in any way the information covertly obtained about Newbould.

But Catalyst wouldn’t make the decision then and there, and wanted time to weigh

what it had learned.

In other words, according to the source’s account, Catalyst may not have ordered

the attempted setup of the judge or even wanted it to happen, but now that it was

done, the company had to evaluate the fruits of the sting to see if there was enough

to bring an allegation of bias against Newbould.

Such is the ruthless pragmatism attached to big money and big power.

Rouleau reluctantly granted the adjournment and set new dates for February,

ordering the lawyers to tell him if there was going to be a fresh evidence application

as soon as possible. He later set a deadline of Dec. 1 for any such application.

***

According to the source authorized to speak for Catalyst, the company hired a

security firm on Aug. 31 because of a variety of “security concerns.”

Among them, he said, was a belief that Catalyst had been cyber-hacked, evidence

of trespassing and at least one break-in at the homes and cottages of its senior
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people and that their garbage was being picked through. And, said the source,

some executives had received threats.

The company, he said, didn’t have sufficient evidence to go to Toronto Police, so

took their concerns to the private firm instead.

The man was adamant that Catalyst never asked the main security company to set

up a sting on Newbould, though he acknowledged that probably in the first briefing

with the security firm, it would have been clear that Newbould and West Face were

the subjects of much of the collective Catalyst ire.

Such contracts, the source said, are invariably arranged through lawyers, so as to

cloak the arrangement — and protect to a limited degree any information gleaned

by security operatives — with solicitor-client privilege.

He said it’s common in complex criminal matters and commercial crime cases with

their enormous amounts of money at stake for parties to use private investigative

firms with their covert methods.

The arrangement with Catalyst allowed the security firm to use other consultants

and sub-contractors.

And it was the sub-contracted agency, Black Cube, that ran the sting on the former

judge.

According to the source’s account, when the firm found out on Sept. 21 what the

sub-contractor had done, “damn right there was freaking out,” he said.
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At least one further sting run on a former West Face employee, he said, was the

result of a miscommunication, following an attempt to call off such operations.

In an email Saturday, a Black Cube spokesman said: “It is Black Cube’s policy to

never discuss its clients with any third party and to never confirm or deny any

speculation made with regards.”

The company denied approaching any “journalist, lawyer, PR company or any other

professional consultant with a view to publishing intelligence gathered.”

In fact, the company had refused to make any on the record comment unless and

until I submitted the story in advance of publication.

***

On Oct. 12, I met Newbould in a boardroom at the office of his lawyer, Brian Gover,

and gave them the USB to copy.

I had briefed Gover on the phone, so they knew some of what was coming, but still

appeared shaken.

Though the Catalyst source maintains no laws were broken in the sting, the

operation raises larger ethical questions about how common it is for companies to

hire private investigators, how often they use these sorts of dirty tricks, the role of

lawyers and law firms in their hiring, and if there are any boundaries beyond which

the players won’t go.

“Think of the collateral damage caused by well-heeled litigants who will do

anything, but will stop at nothing,” said Gover.
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He knows of only one remotely comparable case in Canada, which happened

almost 30 years ago, where a mining company that lost in court and, convinced the

judge must have had a personal financial stake, hired a private eye to check him

out.

Gavin MacKenzie, a Toronto litigator and leading authority on legal ethics, said the

Newbould sting is shocking, and said he too was aware only of the one other case.

That case went all the way to the Supreme Court, but the investigation and

surveillance of the judge never made it onto the record, though it was widely

discussed in legal circles.

MacKenzie said lawyers will always “talk about a judge’s background and pre-

dispositions and that sort of thing.”

In countries where judicial corruption is common, judges themselves often become

targets. But Canada, he said, has “never had a judge on the take from a party.”

With a reputable and independent judiciary, MacKenzie said, talk is about as far as

things get.

“It’s very rare and almost unnecessary to go beyond that.”

National Post

cblatchford@postmedia.com
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Court File No. CV-17-587463-00CL 

 
ONTARIO 

SUPERIOR COURT OF JUSTICE 
COMMERCIAL LIST 

 
B E T W E E N: 
 

THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL 
CORPORATION 

Plaintiffs 
 

and 
 

WEST FACE CAPITAL INC., GREGORY BOLAND, M5V ADVISORS INC. 
C.O.B. ANSON GROUP CANADA, ADMIRALTY ADVISORS LLC, 

FRIGATE VENTURES LP, ANSON INVESTMENTS LP, ANSON CAPITAL 
LP, ANSON INVESTMENTS MASTER FUND LP, AIMF GP, ANSON 
CATALYST MASTER FUND LP, ACF GP, MOEZ KASSAM, ADAM 

SPEARS, SUNNY PURI, CLARITYSPRING INC., NATHAN ANDERSON, 
BRUCE LANGSTAFF, ROB COPELAND, KEVIN BAUMANN, JEFFREY 

MCFARLANE, DARRYL LEVITT, RICHARD MOLYNEUX, and JOHN 
DOES #1-10 

Defendants 
 

and 
 

CANACCORD GENUITY CORP. 
Third Party 

 
 

A N D  B E T W E E N: 
 

WEST FACE CAPITAL INC. and GREGORY BOLAND 
Plaintiffs by Counterclaim 

 
and 

 
THE CATALYST CAPITAL GROUP INC., CALLIDUS CAPITAL 

CORPORATION, NEWTON GLASSMAN, GABRIEL DE ALBA, JAMES 
RILEY, VIRGINIA JAMIESON, EMMANUEL ROSEN, B.C. STRATEGY 

LTD. D/B/A BLACK CUBE, B.C. STRATEGY UK LTD. D/B/A BLACK CUBE 
and INVOP LTD. D/B/A PSY GROUP 

Defendants to the Counterclaim 
A N D  B E T W E E N: 
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BRUCE LANGSTAFF 

Plaintiff by Counterclaim 
 

and 
 

THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL CORPORATION, 
Defendants to the Counterclaim 

 
AFFIDAVIT OF CHRISTIE BLATCHFORD 

(SWORN MAY 21, 2019) 

I, Christie Blatchford, of the City of Toronto, in the Province of Ontario, MAKE 

OATH AND SAY: 

1. I am a Canadian columnist, journalist, and author, currently writing for the National 

Post. In the Fall of 2017, a number of the Defendants to the Counterclaim of West Face 

Capital Inc. (“West Face”) and Gregory Boland (“Boland”), attempted to induce me to 

write a news article about, among other things: 

(a) Justice Newbould and his decision in the matter of The Catalyst Capital 

Group Inc. v. Brandon Moyse and West Face Capital Inc. (the “Moyse 

Action”), in which he dismissed the lawsuit of The Catalyst Capital Group 

Inc. (“Catalyst”) against West Face and Brandon Moyse; 

(b) a “Wolf Pack” of companies, including West Face, that was purportedly 

involved in an illegal conspiracy to profit from disseminating false 

information about public companies. 

2. In the course of these events, which occurred between September 15 and 

December 2017, I communicated directly with a number of the Counterclaim Defendants 

and their representatives, including, among others, Emmanuel Rosen (“Rosen”), Virginia 
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Jamieson (“Jamieson”), Newton Glassman (Catalyst’s Chief Executive Officer) 

(“Glassman”), James Riley (Catalyst’s Chief Operating Officer) (“Riley”), Dan Zorella 

(one of the principals of B.C. Strategy Ltd. and B.C. Strategy UK Ltd. (collectively, “Black 

Cube”)) (“Zorella”) and Brian Greenspan (Catalyst’s lawyer) (“Greenspan”), as well as 

other individuals who I believe used false aliases. As a result of these events, I wrote an 

article titled: “The Judge, The Sting, Black Cube and Me” (the “Sting Article”), which was 

published by the National Post online on the evening of Friday, November 24, 2017 and in 

print on the morning of Saturday, November 25, 2017. A copy of the online version of the 

Sting Article is attached to my Affidavit as Exhibit 1.  

3. As I continued to follow the story, I wrote additional news articles before the end of 

2017. On November 29, 2017, the National Post published my article titled: “The night two 

alleged spies were sent to dinner and two more spies showed up”. A copy of the online 

version of this article is attached to my Affidavit as Exhibit 2. I wrote a third article on 

December 29, 2017, when West Face and Boland filed their Counterclaim, titled: “West 

Face files countersuit against Catalyst Capital, accusing rival firm of conspiracy and 

defamation”. A copy of the online version of this article is attached to my Affidavit as 

Exhibit 3.  

4. Since then, I have continued to follow the various litigation proceedings between 

Catalyst and West Face, and have attended various public Court hearings. 

5. Based on the foregoing, I have personal knowledge of the matters set out in this 

Affidavit, except where I have relied on information from others, in which case I have 

identified the source of my information and believe it to be true. 
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6. I swear this Affidavit in support of the motion by West Face and Boland for an order 

compelling the evidence of Rosen, who I understand resides in Israel. 

A. Personal Background 

7. I am a Canadian columnist, journalist, and author. I currently write for the National 

Post, although over the past 45 years I have written for all four major Toronto-based 

newspapers (the Globe and Mail, the Toronto Star, the Toronto Sun, and the National 

Post). In 1999, I won a National Newspaper Award for column writing, and in 2008 I won 

the Governor-General’s Literary Award in non-fiction for my book Fifteen Days: Stories of 

Bravery, Friendship, Life and Death from Inside the New Canadian Army, which was 

based on my experiences during four trips to Afghanistan in the 2006-2007 time period. 

Before beginning my career in the early 1970s, I studied journalism at Ryerson University. 

B. The Events Leading to My Publication of the Sting Article 

(i) September 15 to 17, 2017: Jamieson Offers Me an “Exclusive” Story 
About Justice Newbould and a Wolf Pack of Companies 

8. On Friday, September 15, 2017, I received an unsolicited email from Jamieson. I 

did not know Jamieson and was not expecting her email. Jamieson’s email had the 

subject line: “Exclusive – Neubolt [sic] allowed destruction of evidence in 

Catalyst/Westface [sic] case – appeal Sept 20th [sic]”. In the email, Jamieson wrote: 

Hi there. I see you have covered Judge Neubolt [sic] in 
Canada. I have a source that has contacted me that wants to 
talk with you. He states Neubolt [sic] allowed destruction of 
evidence in Catalyst/Westface [sic] case- appeal slated Sept 
20th [sic]. Do you want to talk to him? I really don't know much 
more that that- just that he wants to speak with you. 

Please let me know if you'd like to speak with him. 
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9. A copy of Jamieson’s email to me of September 15 is attached to my Affidavit as 

Exhibit 4. 

10. I do not believe that I responded to Jamieson’s email of September 15.1 

11. Two days later, on Sunday, September 17, 2017 at 11:23 PM, I received a second 

email from Jamieson, with the subject line: “Exclusive – Judge Frank Newbould’s record 

might unravel September 20th [sic]”. The email stated: 

Hello Christie. 

The Appellate Bench of Ontario will meet this Wednesday 
[sic] to review the ruling of Judge Frank Newbould in a case 
tied to the ownership of Wind Mobile. In advance of the 
appeal, I’d like to connect you with a spokesperson that can 
prove evidence was destructed [sic] in the case and that 
Newbould’s ultimate ruling completely ignored it. 

Here is some background: 

In 2016, Newbould presided over a case of industrial 
espionage with billions of dollars hanging in the balance. 
Catalyst Group [sic] had sued West Face Capital and its junior 
analyst Brandon Moyse. Moyse left Catalyst abruptly, taking 
with him several hundred confidential documents about 
Catalyst strategy. 

Despite a confirmed cascade of confidential documents 
having been passed by Moyse, Newbould’s ultimate ruling 
ignored Moyse’s destruction of evidence. 

My source can show you that when Newbould took over the 
case, Moyse erased his company blackberry and computer, 
inhibiting the investigation and erasing the possible evidence 
that he passed along confidential Catalyst briefings about 
Wind on to West Face. 

                                            
1  In fact, based on the language of the Sting Article, which indicates that I believed at the time I wrote 
the Sting Article that the first email I had received from Jamieson was in fact her second email of September 
17, 2017, it appears that I either did not notice Jamieson’s first email of September 15, 2017 at the time I 
received it or, in any event, had forgotten about it by the time I published the Sting Article in November 
2017. 
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Despite the overwhelming mountain of evidence against West 
Face, Judge Newbould deemed it meritless in August 2016. 
Newbould ruled there was no reason to think Moyse had 
brought confidential information about Wind to West Face. 

In addition, Information is brewing about a wolf pack of 
companies that West Face is involved with as well- we can 
connect you with the investigators.  

Please let me know if you’d like to speak with my source. 

Regards, 

Virginia Jamieson 

12. A copy of Jamieson’s email to me of September 17, 2017, together with our further 

email exchanges within this same thread (which are described further below) is attached 

to my Affidavit as Exhibit 5.  

13. In the context of preparing this Affidavit, West Face’s counsel at Davies Ward 

Phillips & Vineberg LLP (“Davies”) provided me with a copy of an email sent by Rosen to 

Jamieson at 2:21 PM, nine hours earlier that same day (Sunday, September 17, 2017), 

with the subject line: “The story”. Rosen’s email attached a document containing an article 

titled: “Judge Frank Newbould’s record might unravel September 20th [sic] – The 

Appellate Bench of Ontario will meet this Wednesday to review the bizarre and suspect 

ruling of famed Nortel arbiter Frank Newbould in a case tied to the ownership of Wind 

Mobile”.  

14. The article sent by Rosen to Jamieson contained virtually all of the substance of 

the email that Jamieson sent to me later that evening, as set out above. For example, the 

article stated, among other things, that: 
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Justice Newbould had “presided over a case of industrial 
espionage with billions of dollars hanging in the balance”; 

… 

Catalyst “had sued West Face Capital and its junior analyst 
Brandon Moyse. Moyse left Catalyst abruptly, taking with him 
several hundred confidential documents about Catalyst 
strategy. Despite a confirmed cascade of confidential 
documents having been passed by Moyse, Newbould’s 
ultimate ruling ignored Moyse’s destruction of evidence.”; 

… 

When Justice Newbould “took over the case, Moyse erased 
his company blackberry and computer, inhibiting the 
investigation and erasing the possible evidence [that] he 
passed confidential Catalyst briefings about Wind on to West 
Face”; 

“Despite [the] overwhelming mountain of evidence against 
West Face”, Judge Newbould “deemed [it] meritless … in 
August 2016”;  

“Newbould ruled there was no reason to think Moyse had 
brought confidential information about Wind to West Face”; 

… 

“Catalyst Capital Group and their owner Newton Glassman 
allege West Face and a consortium of 8 other companies 
have tried to undermine Catalyst’s and other companies 
business interests for several years, by spreading fake news 
and coordinating steps against those companies un the 
Canadian Stock Exchange. Those suspicions recently 
prompted a secret investigation launched by JSOT against 
the The [sic] consortium, known as the "WOLF PACK" 
companies. Sources say if the suspicions will come true that 
turn to be a huge scandal that will shake the Canadian 
system.” 

15. A copy of Rosen’s email to Jamieson of September 17, including the attachment, is 

attached to my Affidavit as Exhibit 6. 
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16. Of course, as of that date, the only person with whom I was communicating about 

this matter was Jamieson. I was not yet aware of Rosen or his apparent role in directing 

her. 

(ii) September 18, 2017: Jamieson Offers to Connect Me To Her Source, 
Rosen, and Justice Newbould is “Stung” 

17. On the morning of Monday, September 18, 2017 (at 8:25 AM), I responded to 

Jamieson’s email from the day before. I told Jamieson that I was interested in speaking 

with her and/or her “source”. I also noted that I could not find a reference to the Moyse 

Action on the Court of Appeal’s schedule for Wednesday, September 20, 2017 (which 

was the date that Jamieson had indicated the appeal was to be heard). Specifically, I 

wrote: 

Hi Virginia. 

Certainly interested in speaking to you and/or your source. 

Can’t see the case on the Court of Appeal schedule; is it 
Wednesday for sure? 

I’ve got a busy morning, but will be back at my home office by 
11am. Will call you then. 

Christie 

18. This email is a part of the same thread of emails attached to my Affidavit as Exhibit 

5. 

19. Jamieson responded to me by email about an hour later, at 9:33 AM. In this email, 

she clarified that there were “two stories” (or perhaps two prongs to the same story) that 

she was pitching – one story about Justice Newbould’s “destruction of justice” in the 

Moyse Action, and a second story about the “wolf pack” of companies that West Face was 
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allegedly involved in. She also sought to schedule a phone call between me and her 

source at 7:00 PM that evening. Specifically, she wrote: 

Thanks Christie. As I told you, there are two stories: 

1) The destruction of justice and the investigation 

2) The wolf back [sic] 

Can we set up time around 7pm this evening to speak about 
the investigation? My source is on a cross Atlantic flight today 
and can speak right after landing. 

Please let me know what number to reach you on - he will call 
you direct. If that time doesn't work then he can call you first 
thing tomorrow. 

Virginia 

20. A copy of Jamieson’s email to me of September 18, 2017 is attached to my 

Affidavit as Exhibit 7. 

21. After I did not respond to Jamieson by the time she had proposed for the phone call 

between me and her source (being 7:00 PM on the evening of Monday, September 18, 

2017), Jamieson quickly sent me a follow up email (at 7:07 PM) asking whether I could 

discuss the matter the following morning. I wrote back a few minutes later (at 7:16 PM), 

apologizing for not responding, and asking her to confirm when Catalyst’s appeal of the 

Moyse Action was scheduled to be heard by the Court of Appeal. I again noted that I could 

not “find any trace of it” on the Court of Appeal’s schedule for Wednesday, September 20, 

2017. I also asked Jamieson: “And who is your source (if not his name, what his deal is) 

and what’s your role?”. These emails are a part of the same thread of emails attached to 

my Affidavit as Exhibit 5. 
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22. Later that evening (Monday, September 18, 2017 at 9:38 PM), Jamieson 

responded, explaining her role and what information she had to offer: 

Hi there. I am a Canadian living in Brooklyn, NYC. I do 
communications here and I was approached by my source, 
who has become close to this case and wanted the story told 
by a Canadian journalist. My parents are huge fans of yours 
(they discuss your articles at the dinner table- even at 
Thanksgiving) and so I recommended you. My source asked 
me to help them reach you so here I am! 

The appeal is scheduled for the 20th. This is an appeal over a 
matter of law; whether the judge erred in allowing the 
destruction of evidence. There are a lot of layers to this –there 
is also evidence of a wolf pack that West Face is involved 
with, affecting about 8 Canadian companies. 

The evidence he has to share with you tomorrow has not been 
made public yet. 

Let me know if you are interested in the intro. 

Thanks. Virginia. 

23. This email is a part of the same thread of emails attached to my Affidavit as Exhibit 

5. 

24. As I later learned from events described below, on the same day that Jamieson 

was attempting to connect me with her “source” (Monday, September 18, 2017), Justice 

Newbould was targeted in a sting operation (the “Newbould Sting”) conducted by Black 

Cube, a private investigative firm. I was, of course, not present during the Newbould Sting 

and knew nothing about it at the time. However, I later learned about the Newbould Sting 

directly from Catalyst, Black Cube, and their principals and representatives, including 

Glassman, Greenspan and Zorella. My knowledge of the Newbould Sting is based on my 

information and belief from the principals and representatives of Catalyst and Black 
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Cube, is also described in the Sting Article, previously attached to my Affidavit as Exhibit 

1. 

(iii) September 19, 2017: Jamieson Sends Me an Excerpted Version of 
Justice Newbould’s Reasons for Judgment from the Moyse Action 

25. As the date for the hearing of Catalyst’s appeal of the Moyse Action approached, I 

exchanged further emails with Jamieson. 

26.  Among the more relevant emails, on the morning of Tuesday, September 19 (at 

9:16 AM), Jamieson told me that Catalyst’s appeal of the Moyse Action was “moving to 

the beginning of next week” even though, according to her, it had been “originally slated 

for Wednesday [September 20]”. In the same email, she told me that her source would 

“connect [me] with someone actually involved in the case”, and that she would send me 

some documents. This email is a part of the same thread of emails attached to my 

Affidavit as Exhibit 5. 

27. Later that morning (Tuesday, September 19 at 10:23 AM), Jamieson sent me a 

separate email with the subject line: “Here is the first document”. The body of her email 

simply stated: “We would want to walk you through this”. The email attached a Word 

document with the file name: “Moyse.docx” (the “Moyse Document”). A copy of this 

email together with its attachment is attached to my Affidavit as Exhibit 8. 

28. In the context of preparing this Affidavit, Davies provided me with a copy of an 

email that appears to have been forwarded by Rosen to Jamieson from the email address 

arik@psy-group.com at 8:45 AM earlier that same day (Tuesday, September 19, 2017). 
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This email attached the very same Moyse Document that Jamieson later forwarded to 

me. A copy of this email is attached to my Affidavit as Exhibit 9. 

29. While I did not know the precise nature of the Moyse Document at the time, I now 

understand that the Moyse Document contained excerpts from Justice Newbould’s 

reasons for judgment (the “Reasons”) from the trial of the Moyse Action dated August 18, 

2016. In my email response to Jamieson late that evening, I referred to the Moyse 

Document as a “weird, pieced-together thing”. A copy of this email is attached to my 

Affidavit as Exhibit 10. 

30. Now that I have read Justice Newbould’s Reasons in their entirety, I understand 

that the Moyse Document omitted much of the evidence underlying Justice Newbould’s 

key findings regarding Mr. Moyse’s actions. For ease of reference, a copy of Justice 

Newbould’s complete Reasons is attached to my Affidavit as Exhibit 11. In his Reasons, 

Justice Newbould explained in detail why Moyse’s deletion and/or alleged deletion of 

certain materials was either inconsequential and/or irrelevant to Catalyst’s claims against 

West Face regarding Wind Mobile. The Moyse Document referred to little of this 

evidence. 

(iv) September 19 to 21, 2017: Jamieson Provides Me With a USB of the 
Newbould Sting Materials 

31. The same day that Jamieson sent me the Moyse Document (Tuesday, September 

19, 2017), Jamieson continued to offer to connect me with persons who allegedly had 

direct knowledge of the stories that she was pitching to me about Justice Newbould and 

the “Wolf Pack” that included West Face.  
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32. For example, in one email (sent at 12:04 PM), Jamieson wrote: 

The appeal is now going to be on the 26th of September. 
Please let me know if you have some time tomorrow. I have 
two people that could meet you in person tomorrow. 

33. A copy of this email is attached to my Affidavit as Exhibit 12. 

34. In a separate email (sent at 12:41 PM), she wrote:  

Hi Christie. The appeal is on the 26th. I have arranged for an 
exclusive background meeting btw yourself and the 
leading figure from Catalyst. He is in Montreal today but will 
fly to Toronto- ideally tomorrow- to meet with you. I'll come 
back to you on times. Thanks, V (Emphasis added) 

35. This email is a part of the same thread of emails attached to my Affidavit as Exhibit 

10. 

36. The foregoing emails were the first time that Jamieson unequivocally stated that 

Catalyst and/or its principals were the ultimate source(s) of the story I was being invited to 

write. She continued to refer to Catalyst and/or its principals as her sources over the next 

two months. 

37. Despite these offers, however, Jamieson ultimately did not (at that time) arrange a 

meeting or call between me and any “leading figure from Catalyst” referenced in her 

above-quoted email from September 19. 

38. Instead, Jamieson and I arranged to meet, and did in fact meet, at the Aroma café 

near the intersection of Yonge and Eglinton, at around 11:30 AM on the morning of 

Thursday, September 21, 2017. At this meeting, Jamieson gave me a USB storage 

device. I later determined that the USB device contained edited excerpts of two 
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surreptitiously recorded conversations that Justice Newbould had had with an undercover 

Black Cube operative at his office, and at the Scaramouche restaurant, as part of the 

Newbould Sting on September 18, 2017. 

39. At that meeting, Jamieson refused to identify who had given her the USB device. 

However, for reasons explained in more detail below, I believe that the USB device had 

been given to her by Riley, Catalyst’s Chief Operating Officer. 

40. At the same meeting at the Aroma café on Thursday, September 21, Jamieson 

attempted to persuade me to write the article about Justice Newbould before the 

scheduled date of Catalyst’s appeal of the Moyse Action (September 26, 2017). I had not 

made any decision or commitment to write an article at all, let alone within the next few 

days. I was also busy working on at least two other stories and did not understand there to 

be any urgency to the matter.  

41. Later that day (Thursday, September 21, 2017 at 6:39 PM), Jamieson sent me a 

further email, stating:  

If you would like to meet the person that pulled that info 
together (not the journalist- the person that sent the info to 
him), they are happy to jump on a plane and meet you in 
person in Toronto. They can explain the content to you and 
provide context. Let me know. 

42. A copy of this email is attached to my Affidavit as Exhibit 13. 

(v) September 23, 2017: Rosen Reaches Out to Me 

43. In the context of preparing this Affidavit, Davies provided me with copies of emails 

sent by Jamieson to Rosen, in which Jamieson simply forwarded my email conversations 
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with her to Rosen. In short, Jamieson was keeping Rosen apprised of our 

communications. The first of these emails is a part of the same thread of emails attached 

to my Affidavit Exhibit 5, and a copy of the second email is attached to my Affidavit as 

Exhibit 14. 

44. On Saturday, September 23, 2017, I received a phone call from Rosen. He 

indicated that he had received my phone number from Jamieson and stated that he was 

the journalist who had been providing her with information. 

(vi) October 12, 2017: I Met With Rosen 

45. On October 12, 2017, I met in person with Rosen at the Broadview Hotel in 

Toronto’s east end. During this conversation, Rosen told me his real name, and explained 

a little bit about his background. He told me that he was a journalist and documentary 

filmmaker based in Israel. Like Jamieson, Rosen attempted to persuade me to publish an 

article (or articles) about Justice Newbould and West Face.  

46. By that time, I had reviewed the Newbould Sting materials on the USB device that 

Jamieson had relayed to me from Riley. Rosen and I discussed these materials. Rosen 

contended that the Newbould Sting materials proved that Justice Newbould was a corrupt 

judge, and he wanted me to write an article saying so. I did not believe that the Newbould 

Sting materials, selectively edited as they were, proved the allegations that Rosen was 

making about Justice Newbould, which raised my concerns about Rosen’s motives and 

good faith. 

47. Even more troubling, however, was that where Jamieson had been unequivocal 

that Catalyst was the principal behind the Newbould Sting, Rosen told me that an 
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aboriginal group that had previously made a complaint to the Canadian Judicial Council 

about Justice Newbould was responsible for the Newbould Sting. I believed that this 

assertion was highly implausible. 

48. I was unimpressed with Rosen and left the meeting convinced that Rosen, 

Jamieson, and the people for whom they were acting (who I understood from Jamieson to 

be Catalyst) were attempting to dupe me into writing a misleading article for their own 

ulterior motives. 

49. The next day, October 13, 2017, I sent an email to Jamieson letting her know that 

I had met with Rosen, and asking her whether she could try to put me in touch with a 

representative of Catalyst: 

Couple of things…I met the journalist this week but still no 
sign of the principal. He also seems to have a different idea of 
who the principal is.  

You once mentioned that the Catalyst guy would meet me, 
and I wondered if you could try again.  

Also, case is on delay again at appeal court…any idea why? 

50. A copy of this email, and Jamieson’s response (described in the following 

paragraph) is attached to my Affidavit as Exhibit 15. 

51. Later that day, Jamieson responded to my email advising that I could expect more 

details soon, and encouraging me to write exclusively about the material that had been 

provided to me thus far: 

Ah- the fab Christie.  

So I asked them and was told “The principal source isn’t ready 
to come forward but we are working on it. Appeal was 
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postponed and we should have clarity/more detaisl [sic] soon 
and will walk you through it.” 

You have the story exclusively and if you can report out what 
you heard on the tape independently then you can. Parties 
and just getting organized for the impact of this story. 

(vii) Late October 2017: Meeting with “Jessie from Operations” 

52. On October 26, 2017, I followed up with Rosen from our earlier meeting regarding 

meeting one of the principals from Catalyst. As I stated in the Sting Article, Rosen initially 

suggested that I could meet the “guy who is behind the project”, but then changed this to 

“Jessie from the operational team”. This meeting was arranged for October 31, 2017 at 

the Mercatto in the Eaton’s Centre. 

53. The meeting proceeded as planned. “Jessie” was a woman with dark hair who 

appeared to be in her early 40s. Davies has given me a photograph of a woman named 

Judith Helfgott Burstien, and has informed me that she is an employee of Psy Group and 

the spouse of Psy Group’s former CEO, Royi Burstien. The photograph is attached as 

Exhibit 16. I believe that “Jessie” is probably the person in this photograph. 

54. I found the meeting with “Jessie” to be entirely unproductive. She was evasive 

about who she was, who she represented, and what information she could give me. I 

learned nothing of value from the meeting, which heightened my suspicion that someone 

was attempting to manipulate me. 

(viii) Mid-November 2017: Catalyst Reveals Itself 

55. On Friday, November 16, Barbara Schecter of the National Post published a story 

titled “Intelligence firm’s operatives targeted our employees, West Face says in response 

to ‘conspiracy’ lawsuit”. The story reported on a West Face court filing alleging that Black 
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Cube had conducted stings on various current and former West Face employees, 

including its former general counsel. A copy of this article is attached to my Affidavit as 

Exhibit 17. 

56. The next day I called Jamieson and spoke with her on the phone. I asked her a 

number of direct questions on issues that she had been evasive about, or regarding 

matters for which I had been provided with misleading or inconsistent information. For 

example, I pointed out to her that in one of her earliest emails to me, she had offered to 

introduce me to the “leading figure from Catalyst”, yet Rosen had later described the 

principals behind his efforts as the aboriginal group that had previously made a complaint 

about Justice Newbould.  

57. Jamieson became distressed by my direct questions. She reiterated to me that the 

party who wanted me to publish a story about Justice Newbould and the “wolf pack” of 

companies involving West Face was Catalyst. At the same time, she told me that I had no 

“proof” that Catalyst was behind the Newbould Sting and that that there was no need to 

mention Catalyst in an article. 

58. She also emphasized to me that her involvement was extremely limited. At first she 

denied ever meeting anyone other than Rosen. She also said that she had been involved 

in the matter for free, and was just doing it as a favour for an acquaintance – “this girl 

Karen” – with whom she was trying to network. Jamieson referred to herself as a “mule”. 

59. However, when I asked her who gave her the USB device containing the 

Newbould Sting materials, she told me that she met a person at or near the Rosedale 

subway station on the morning of Thursday, September 21, before she met with me at the 
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Aroma café near Yonge and Eglinton. She said that this person gave her the USB device 

that she had relayed to me. She described the person as an older man, in his 60s, and 

that his name was “James”. She told me she remembered this because it is her son’s 

middle name. From this and from what Jamieson had previously told me (including that 

Catalyst was the principal behind the Newbould Sting), I believed that she was likely 

referring to James Riley, Catalyst’s Chief Operating Officer. 

C. My Communications With Catalyst, Greenspan, and Black Cube 

60. On Friday, November 17, 2017, I emailed Brian Greenspan to ask if he had a few 

minutes to chat with me. I had seen Greenspan’s name in the Court of Appeal’s file in 

relation to Justice Rouleau’s adjournment of the hearing of Catalyst’s appeal of the 

Moyse Action that had originally been scheduled for September 26-27, 2017, and 

guessed that he was advising Catalyst in relation to ethical issues surrounding the events 

that Jamieson had approached me about. Greenspan asked what I wanted to talk about, 

and I told him “Need to talk about Catalyst and something you may know something 

about”, and proposed to call him on Sunday.  

61. On Sunday, November 19, 2017, I called Greenspan as planned. Greenspan 

began the conversation by stating that Catalyst had originally retained him as a “security 

consultant”, and then later broadened that retainer to consider whether the stings on 

Justice Newbould and West Face’s former general counsel Alex Singh constituted “fresh 

evidence” that could be used at the appeal of the Moyse Action. Greenspan 

acknowledged that he was authorized to speak for Catalyst. On that note, Greenspan is 

the “source authorized to speak for Catalyst” that I refer to in my Sting Article. 

869

892



-20- 

  

62. As I stated in my Sting Article, according to Greenspan, Catalyst was weighing 

whether the Newbould Sting provided it with sufficient evidence (to use my own words 

from the Sting Article): “to dislodge the presumption of neutrality that cloaks judges as a 

matter of law to now argue at the appeal that Newbould was biased”. Greenspan told me 

that Catalyst’s former firm, Lax O’Sullivan, had demanded that Catalyst sign an 

undertaking that it would never attempt to use in any way the information it had covertly 

obtained about Justice Newbould in the Newbould Sting. However, Catalyst was not 

willing to do so at that time. 

63. Greenspan also stated to me that Catalyst had not ordered the Newbould Sting, 

and in fact did not know about it until after it had occurred. 

64. Greenspan stated that towards the end of August 2017, a number of “very very 

serious security concerns, some corporate and some personal” had arisen within Catalyst 

and its principals. Greenspan alleged that there had been invasions of Glassman’s 

Toronto home and his Muskoka cottage property. Greenspan also referred to “hacking”. 

Greenspan claimed that there had been threats to Glassman’s safety and security. 

65. Greenspan told me that, as a result of these threats, Greenspan had retained on 

behalf of Glassman an international security firm called Tamara Global to provide a host 

of security services. He told me that this firm had been briefed on perceived threats to the 

security of Catalyst and Glassman, including West Face and the “wolfpack”, and the 

litigation with West Face. Tamara Global was given the authority to retain its own 

subcontractors, and one of these subcontractors was Black Cube. 
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66. Greenspan then indicated that Black Cube engaged in the Newbould Sting, as well 

as various stings of current and former West Face employees, including its former 

general counsel Alex Singh, on its own initiative and without any direction or instruction 

from Catalyst. 

67. Greenspan stated that as soon as he became aware of the stings, he advised 

Black Cube to cease, stating words to the effect of “that’s not how we do things in 

Canada”. He said that Black Cube apparently misinterpreted this as a direction to 

continue its sting activities outside Canada. 

68. Greenspan was aware of Jamieson’s role in contacting me, and I advised him that 

I was going to write what I had learned using Jamieson’s and Rosen’s names, unless 

Greenspan told me who had delivered the USB device to Jamieson.  

69. In subsequent calls with Greenspan during this time period, I continued to press 

him to tell me who had given Jamieson the USB device. Greenspan told me that if I would 

forego that request, he would arrange a meeting with Glassman and a representative of 

Black Cube. 

70. This meeting ultimately occurred on November 22 or 23, 2017, shortly before 

publication of the Sting Article. I first met Greenspan at his office, where he called Zorella. 

Zorella was described to me as one of the principals of Black Cube. I was told that this 

conversation was “off the record” and for background.  
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71. Following this lengthy call, Greenspan and I then drove to Glassman's home in 

Toronto where I had a further conversation with Greenspan and Glassman. I was also 

instructed that this conversation was "off the record" and for background. 

D. The Sting Article 

72. Ultimately, on Friday, November 24, 2017, I completed drafting the Sting Article 

about the events described above. A copy of this article was previously attached to my 

Affidavit as Exhibit 1. 

73. I do not recall having further communications with Greenspan, Glassman, 

Jamieson, "Jessie", Rosen, or anyone else since publication of the Sting Article. 

SWORN BEFORE ME at the City of 
Toronto, in the Province of Ontario this 
21st day of May, 2019 

Commissioner for Taking Affidavits 
(or as may be) 

ft C A ^—* 
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Annals of Covert Action February 18 & 25, 2019 Issue

Inside an effort to in�uence American elections, starting
with one small-town race.

By Adam Entous and Ronan Farrow
February 11, 2019

Psy-Group offered its avatars for in�uence campaigns, boasting that they could plant the seeds of thought in people. Illustration by Javier

Jaén

ne evening in 2016, a twenty-�ve-year-old community-college student named Alex Gutiérrez was waiting tables at La

Piazza Ristorante Italiano, an upscale restaurant in Tulare, in California’s San Joaquin Valley. Gutiérrez spotted Yorai

Benzeevi, a physician who ran the local hospital, sitting at a table with Parmod Kumar, a member of the hospital board. They

seemed to be in a celebratory mood, drinking expensive bottles of wine and laughing. This irritated Gutiérrez. The kingpins, he

thought with disgust.
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Gutiérrez had recently joined a Tulare organization called Citizens for Hospital Accountability. The group had accused Benzeevi

of enriching himself at the expense of the cash-strapped hospital, which subsequently declared bankruptcy. (Benzeevi’s lawyers said

that all his actions were authorized by his company’s contract with the facility.) According to court documents, the contract was

extremely lucrative for Benzeevi; in a 2014 e-mail to his accountant, he estimated that his hospital business could generate nine

million dollars in annual revenue, on top of his management fee of two hundred and twenty-�ve thousand dollars a month. (In

Tulare, the median household income was about forty-�ve thousand dollars a year.) The citizens’ group had drawn up an

ambitious plan to get rid of Benzeevi by rooting out his allies on the hospital board. As 2016 came to a close, the group was

pushing for a special election to unseat Kumar; if he were voted out, a majority of the board could rescind Benzeevi’s contract.

Gutiérrez, a political-science major, was a leader of the Young Democrats Club at the College of the Sequoias, and during the

2016 Presidential campaign he attended a rally for Bernie Sanders. Gutiérrez grew up watching his father, a dairyman, work

twelve-hour shifts, six days a week, and Sanders’s message about corporate greed, income inequality, and the ills of America’s for-

pro�t health-care system resonated with him. Seeing Benzeevi and Kumar enjoying themselves at La Piazza in�amed Gutiérrez’s

sense of injustice. He spent the week between Christmas and New Year’s knocking on doors and asking neighbors to sign a

petition for a recall vote, which ultimately garnered more than eleven hundred signatures. Gutiérrez later asked his mother,

Senovia, if she would run for Kumar’s seat; the citizens’ group thought that Senovia, an immigrant and a social worker, would be

an appealing candidate in a community that is around sixty per cent Hispanic.

The recall was a clear threat to Benzeevi’s hospital-management business, and he consulted a law �rm in Washington, D.C., about

mounting a campaign to save Kumar’s seat. An adviser there referred him to Psy-Group, an Israeli private intelligence company.

Psy-Group’s slogan was “Shape Reality,” and its techniques included the use of elaborate false identities to manipulate its targets.

Psy-Group was part of a new wave of private intelligence �rms that recruited from the ranks of Israel’s secret services—self-

described “private Mossads.” The most aggressive of these �rms seemed willing to do just about anything for their clients.

Psy-Group stood out from many of its rivals because it didn’t just gather intelligence; it specialized in covertly spreading messages

to in�uence what people believed and how they behaved. Its operatives took advantage of technological innovations and lax

governmental oversight. “Social media allows you to reach virtually anyone and to play with their minds,” Uzi Shaya, a former

senior Israeli intelligence officer, said. “You can do whatever you want. You can be whoever you want. It’s a place where wars are

fought, elections are won, and terror is promoted. There are no regulations. It is a no man’s land.”

In recent years, Psy-Group has conceived of a variety of elaborate covert operations. In Amsterdam, the �rm prepared a report on

a religious sect called the Brunstad Christian Church, whose Norwegian leader, Psy-Group noted, claimed to have written “a more

important book than the New Testament.” In Gabon, Psy-Group pitched “Operation Bentley”—an effort to “preserve” President

Ali Bongo Ondimba’s hold on power by collecting and disseminating intelligence about his main political rival. (It’s unclear

whether or not the operations in Amsterdam and Gabon were carried out. A spokesperson for Brunstad said that it was “plainly

ridiculous” that the church considered “any book” to be more important than the Bible. Ondimba’s representatives could not be

reached for comment.) In another project, targeting the South African billionaire heirs of an apartheid-era skin-lightening

company, Psy-Group secretly recorded family members of the heirs describing them as greedy and, in one case, as a “piece of shit.”

In New York, Psy-Group mounted a campaign on behalf of wealthy Jewish-American donors to embarrass and intimidate activists

on American college campuses who support a movement to put economic pressure on Israel because of its treatment of the

Palestinians.
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Psy-Group’s larger ambition was to break into the U.S. election market. During the 2016 Presidential race, the company pitched

members of Donald Trump’s campaign team on its ability to in�uence the results. Psy-Group’s owner, Joel Zamel, even asked

Newt Gingrich, the former House Speaker, to offer Zamel’s services to Jared Kushner, Trump’s son-in-law. The effort to drum up

business included brash claims about the company’s skills in online deception. The posturing was intended to attract clients—but

it also attracted the attention of the F.B.I. Robert Mueller, the special counsel, has been examining the �rm’s activities as part of

his investigation into Russian election interference and other matters.

Psy-Group’s talks with Benzeevi, after the 2016 election, spurred the company to draw up a plan for developing more business at

the state and local levels. No election was too small. One company document reported that Psy-Group’s in�uence services cost, on

average, just three hundred and �fty thousand dollars—as little as two hundred and seventy-�ve dollars an hour. The new strategy

called for pitching more than �fty individuals and groups, including the Republican National Committee, the Democratic

National Committee, and major super ���s. The �rm published a provocative brochure featuring an image of a gold�sh with a

shark �n tied to its back, below the tagline “Reality is a matter of perception.” Another brochure showed a cat that cast a lion’s

shadow and listed “honey traps” among the �rm’s services. (In the espionage world, a honey trap often involves deploying a

sexually attractive operative to induce a target to provide information.)

Psy-Group put together a proposal for Benzeevi, promising “a coordinated intelligence operation and in�uence campaign” in

Tulare to preserve Kumar’s seat on the hospital board. Operatives would use fake identities to “uncover and deliver actionable

intelligence” on members of the community who appeared to be leading the recall effort, and would use unattributed Web sites to

mount a “negative campaign” targeting “the opposition candidate.” All these activities, the proposal assured, would appear to be

part of a “grass roots” movement in Tulare. The operation was code-named Project Mockingjay, a reference to a �ctional bird in

the “Hunger Games” novels, known for its ability to mimic human sounds.

he modern market for private intelligence dates back to the nineteen-seventies, when a former prosecutor named Jules Kroll

began hiring police detectives, F.B.I. and Treasury agents, and forensic accountants to conduct detective work on behalf of

corporations, law and accounting �rms, and other clients. The company, which became known as Kroll, Inc., also recruited a small

number of former C.I.A. officers, but rarely advertised these hires—Kroll knew that associating too closely with the C.I.A. could

endanger employees in countries where the spy agency was viewed with contempt.

In the two-thousands, Israeli versions of Kroll entered the market. These companies had a unique advantage: few countries

produce more highly trained and war-tested intelligence professionals, as a proportion of the population, than Israel. Conscription

in Israel is mandatory for most citizens, and top intelligence units often identify talented recruits while they are in high school.

These soldiers undergo intensive training in a range of language and technical skills. After a few years of government service, most

are discharged, at which point many �nish their educations and enter the civilian job market. Gadi Aviran was one of the pioneers

of the private Israeli intelligence industry. “There was this huge pipeline of talent coming out of the military every year,” Aviran,

who founded the intelligence �rm Terrogence, said. “All a company like mine had to do was stand at the gate and say, ‘You look

interesting.’ ”

Aviran was formerly the head of an Israeli military intelligence research team, where he supervised analysts who, looking for

terrorist threats, reviewed data vacuumed up from telephone communications and from the Internet. The process, Aviran said, was

like “looking at a �owing river and trying to see if there was anything interesting passing by.” The system was generally effective at

analyzing attacks after they occurred, but wasn’t as good at providing advance warning.
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Aviran began to think about a more targeted approach. Spies, private investigators, criminals, and even some journalists have long

used false identities to trick people into providing information, a practice known as pretexting. The Internet made pretexting

easier. Aviran thought that fake online personae, known as avatars, could be used to spy on terrorist groups and to head off planned

attacks. In 2004, he started Terrogence, which became the �rst major Israeli company to demonstrate the effectiveness of avatars in

counterterrorism work.

When Terrogence launched, many suspected jihadi groups communicated through members-only online forums run by designated

administrators. To get past these gatekeepers, Terrogence’s operatives gave their avatars legends, or backstories—often as Arab

students at European universities. As the avatars proliferated, their operators joked that the most valuable online chat rooms were

now entirely populated by avatars, who were, inadvertently, collecting information from one another.

Aviran tried to keep Terrogence focussed on its core mission—counterterrorism—but some government clients offered the

company substantial contracts to move in other directions. “It’s a slippery slope,” Aviran said, insisting that it was a path he

resisted. “You start with one thing and suddenly you think, Wait, wait, I can do this. Then somebody asks if you can do something

else. And you say, ‘Well, it’s risky but the money is good, so let’s give it a try.’ ”

Terrogence’s success spawned imitators, and other former intelligence officers began to open their own �rms, many of them less

risk-averse than Terrogence. One of the boldest, Black Cube, openly advertised its ties to Israeli spy agencies, including Mossad

and Unit 8200, the military’s signals-intelligence corps. Black Cube got its start with the help of Vincent Tchenguiz, an Iranian-

born English real-estate tycoon who had invested in Terrogence. In March, 2011, Tchenguiz was arrested by a British anti-fraud

unit investigating his business dealings. (The office later dropped the investigation and paid him a settlement.) He asked Meir

Dagan, who had just stepped down as the director of Mossad, how he could draw on the expertise of former intelligence officers to

look into the business rivals he believed had alerted authorities. Dagan’s message to Tchenguiz, a former colleague of Dagan’s said,

was: I can �nd a personal Mossad for you. (Dagan died in 2016.) Tchenguiz became Black Cube’s �rst signi�cant client.

In some respects, Psy-Group emerged more directly from Terrogence. In 2008, Aviran hired an Israel Defense Forces intelligence

officer named Royi Burstien to be the vice-president of business development. Social networks such as Facebook—whose pro�les

featured photographs and other personal information—were becoming popular, and Terrogence’s avatars had become more

sophisticated to avoid detection. Burstien urged Aviran to consider using the avatars in more aggressive ways, and on behalf of a

wider range of commercial clients. Aviran was wary. After less than a year at Terrogence, Burstien returned to Israel’s military

intelligence, and joined an élite unit that specialized in PsyOps, or psychological operations.

In the following years, some of Burstien’s ambitions were being ful�lled elsewhere. Russia’s intelligence services had begun using a

variety of tools—including hacking, cyber weapons, online aliases, and Web sites that spread fake news—to conduct information

warfare and to sow discord in neighboring countries. In the late two-thousands, the Russians targeted Estonia and Georgia. In

2014, they hit Ukraine. Later that year, Burstien founded Psy-Group, which, like Black Cube, used avatars to conduct

intelligence-collection operations. But Burstien also offered his avatars for another purpose: in�uence campaigns, similar to those

mounted by Russia. Burstien boasted that Psy-Group’s so-called “deep” avatars were so convincing that they were capable of

planting the seeds of ideas in people’s heads.

ulare seemed an unlikely target for an in�uence campaign. The town took its name from a lake that, in 1773, was christened

by a Spanish commandant as Los Tules, for the tule reeds that grew along the shore. The town was later memorialized in a
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song, “Ghost of Bardsley Road,” about a headless spectre who rode a white Honda motorcycle.

Today, the city is home to just over sixty thousand people. The county leads the nation in dairy production. In the summer

months, dry winds churn up so much dust that many residents suffer from what’s known as valley fever, a fungal infection that

causes �ulike symptoms. Not long ago, when wild�res were raging across California, winds pushed the smoke into Tulare, leaving

an acrid smell in the air.

Citizens for Hospital Accountability began as a simple Facebook page. At �rst, the group’s leaders hoped that Alex Gutiérrez

would run for Kumar’s seat, but he was planning to stand for a position on the city council. Senovia was the backup choice. She

had grown up as the youngest of twelve children, in the central Mexican state of Aguascalientes. Her parents were impoverished

farmers who cultivated corn and beans until a drought forced them to abandon their land. She started working full time when she

was sixteen; when she was twenty-four, she crossed the border at Tijuana to join her boyfriend, Miguel Gutiérrez, who was living

in Los Angeles. They married and, two years later, moved to Tulare, where Senovia raised �ve boys and supplemented the family’s

income by working part time as a housekeeper. When she was thirty-�ve, she got her high-school diploma, then attended

community college and went on to earn a B.A. at California State University, Fresno. In 2015, she became an American citizen

and completed a master’s degree in social work.

Alex doubted whether his mother would agree to enter the race. She had never shown much interest in politics. “Growing up as

immigrants, parents know what’s happening, but, aside from voting, they don’t really want to get involved,” he said. Over family

dinners in Senovia’s three-bedroom home, Alex told her stories about the “corruption and mismanagement” that he said was

hurting the hospital. “I will happily do it because you’re so involved,” Senovia told him.

Hospital-board races are usually small-time affairs. One former member of the Tulare board said that her campaign had cost just a

hundred and �fty dollars, which she used to buy signs and cards that she handed out door-to-door. In the recall, which had been

set for July 11, 2017, voter turnout was expected to be fewer than �fteen hundred people. Still, Alex decided to take a break from

college and serve as his mother’s campaign manager. He suspected that the race would be bitterly contested, and expensive. He

calculated that ten thousand dollars should cover the costs. To help, Citizens for Hospital Accountability hosted a fund-raiser on

Cinco de Mayo. The invitation featured a photograph of Senovia in a pink dress, surrounded by her husband and �ve children,

standing in front of a mural depicting the foothills of the Sierra Nevadas.

Senovia was nervous about her �rst big campaign event, which was held in an orchard, where guests ate handmade tacos. Tulare

County is largely Republican; Trump won it with �fty-three per cent of the vote in 2016, and the district’s representative in the

House, Devin Nunes, has spearheaded efforts to counter the Russia investigation. But the hospital board was a crossover issue.

One of Senovia’s supporters, a dairyman of Portuguese descent, pulled Alex aside at the fund-raiser to tell him that Senovia’s

“classy” appearance and her foreign accent somehow reminded him of Melania Trump, whose husband he had supported in the

2016 election. (Alex, a Bernie Sanders fan, laughed and suggested that this might not be an apt comparison.)

After giving a speech, Senovia told Alex that she was pleased that the event had been held on Cinco de Mayo, which

commemorates the Mexican Army’s victory over France in the Battle of Puebla. “The French could not believe they were defeated

by Mexico,” Senovia told her son. “I am going to beat Kumar, and he won’t be able to believe that a Mexican woman defeated

him.”
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But Benzeevi wasn’t going to let his opponents win without putting up a �ght. While Alex and Senovia were soliciting small

donations from neighbors, Benzeevi got on a plane to Israel to meet with Psy-Group.

sy-Group operated out of a nondescript building in a commercial area about twenty minutes outside Tel Aviv. Its offices were

on the fourth �oor, behind an unmarked door. Employees used key cards to enter, and yet, for a private intelligence �rm,

security was comically lax, particularly between noon and 2 �.�., when men carrying motorcycle helmets raced in and out,

delivering lunch. Clients were escorted through a communal room, which had a big-screen TV facing a large, listing couch, where

twentysomethings in faded jeans and T-shirts spent their breaks playing Mortal Kombat and ���� 17.

Burstien tried to position Psy-Group as a more responsible alternative to Black Cube, which was known for a willingness to break

the rules. “I’m not saying we’re good guys or bad guys,” Burstien said in one meeting. “It’s not black or white. The gray has so

many shades.” In 2016, Romanian police arrested two Black Cube operatives for illegal hacking and harassment of the country’s

leading anticorruption officer. (The pair pleaded guilty and received probation.) Psy-Group tried to capitalize on Black Cube’s

legal troubles. Burstien reassured prospective clients that lawyers vetted everything the company’s operatives did. Former company

officials said that Psy-Group didn’t hack or appropriate the identities of real people for its avatars. It clandestinely recorded

conversations, but never in jurisdictions that required “two-party” consent, which would have made the practice illegal.

The company’s claims of legal legitimacy, however, skirted the fact that regulations haven’t kept pace with advances in technology.

“What are the regulations? What’s the law?” Tamir Pardo, who was the director of Mossad from 2011 to 2016, said. “There are no

laws. There are no regulations. That’s the main problem. You can do almost whatever you want.”

Psy-Group went to great lengths to disguise its activities. Employees were occasionally instructed to go to libraries or Internet

cafés, where they could use so-called “white” computers, which could not be traced back to the �rm. They created dummy Gmail

accounts, often employed for one assignment and then discarded. For particularly sensitive operations, Psy-Group created fake

front companies and avatars who purported to work there, and then hired real outside contractors who weren’t told that they were

doing the bidding of Psy-Group’s clients. Psy-Group operatives sometimes paid the local contractors in cash.

In one meeting, Burstien said that, before a parliamentary election in a European country, his operatives had created a sham think

tank. Using avatars, the operatives hired local analysts to work for the think tank, which then disseminated reports to bolster the

political campaign of the company’s client and to undermine the reputations of his rivals. In another meeting, Psy-Group officials

said that they had created an avatar to help a corporate client win regulatory approval in Europe. Over time, the avatar became so

well established in the industry that he was quoted in mainstream press reports and even by European parliamentarians. “It’s got to

look legit,” a former Psy-Group employee said, of Burstien’s strategy.

Most Psy-Group employees knew little or nothing about the company’s owner, Joel Zamel. According to corporate documents

�led in Cyprus, he was born in Australia in 1986. Zamel later moved to Israel, where he earned a master’s degree in government,

diplomacy, and strategy, with a specialization in counterterrorism and homeland security. Zamel’s father had made a fortune in the

mining business, and Zamel was a skilled networker. He cultivated relationships with high-pro�le Republicans in the U.S.,

including Newt Gingrich and Elliott Abrams, who served in foreign-policy positions under Ronald Reagan and George W. Bush,

and whom Psy-Group listed as a member of its advisory board. (The Trump Administration recently named Abrams its special

envoy to oversee U.S. policy toward Venezuela.) Documents show that Zamel was a director of a Cyprus-based company called

����, which controlled Psy-Group. (Zamel’s lawyers and Burstien declined to say how much of an ownership stake Zamel held in
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����, or to identify who else provided funding for the venture.) Using Cyprus as a front made it easier for Psy-Group to sell its

services in Arab states that don’t work overtly with Israeli companies.

Initially, Psy-Group hoped to make money by investigating jihadi networks, much as Terrogence did. In an early test of concept, a

Psy-Group operative created a Facebook account for an avatar named Madison. Burstien’s idea was to use Madison as a virtual

honey trap. The avatar’s Facebook page depicted Madison as an average American teen-ager from a Christian family in Chicago.

She was a fan of Justin Bieber, and after graduating from high school she took a job at a souvenir shop. She posted Facebook

messages about religion and expressed interest in learning more about Islam. Eventually, a Facebook member from Casablanca

introduced Madison online to two imams at Moroccan mosques, one of whom offered to guide her through the process of

becoming a Muslim.

Madison’s conversion was conducted through Skype. The call required a female Psy-Group employee to bring Madison to life

brie�y and chant the Shahada, a profession of faith, from a desk in the company’s offices. “Finally! I’m a Muslim,” Madison wrote

on Facebook. “I feel at home.” She added a smiley-face emoticon.

After her conversion, Madison began to come into contact with Facebook members who espoused more radical beliefs. One of her

new friends was an ���� �ghter in Raqqa, Syria, who encouraged her to become an ���� bride. At that point, Burstien decided to

end the operation, which, he felt, had demonstrated the company’s ability to create convincing “deep” avatars. Not long afterward,

he sent representatives to pitch State Department officials on an in�uence campaign, “modeled on the successful ‘Madison’

engagement,” that would “interrupt the radicalization and recruitment chain.” The State Department never acted on the proposal.

Psy-Group had more success pitching an operation, code-named Project Butter�y, to wealthy Jewish-American donors. The

operation targeted what Psy-Group described as “anti-Israel” activists on American college campuses who supported the Boycott,

Divestment, Sanctions movement, known as B.D.S. Supporters of B.D.S. see the movement as a way to use nonviolent protest to

pressure Israel about its treatment of the Palestinians; detractors say that B.D.S. wrongly singles out Israel as a human-rights

offender. B.D.S. is anathema to many ardent supporters of the Israeli government.

In early meetings with donors, in New York, Burstien said that the key to mounting an effective anti-B.D.S. campaign was to

make it look as though Israel, and the Jewish-American community, had nothing to do with the effort. The goal of Butter�y,

according to a 2017 company document, was to “destabilize and disrupt anti-Israel movements from within.” Psy-Group

operatives scoured the Internet, social-media accounts, and the “deep” Web—areas of the Internet not indexed by search engines

like Google—for derogatory information about B.D.S. activists. If a student claimed to be a pious Muslim, for example, Psy-

Group operatives would look for photographs of him engaging in behavior unacceptable to many pious Muslims, such as drinking

alcohol or having an affair. Psy-Group would then release the information online using avatars and Web sites that couldn’t be

traced back to the company or its donors.

Project Butter�y launched in February, 2016, and Psy-Group asked donors for $2.5 million for operations in 2017. Supporters

were told that they were “investing in Israel’s future.” In some cases, a former company employee said, donors asked Psy-Group to

target B.D.S. activists at universities where their sons and daughters studied.

The project would focus on as many as ten college campuses. According to an update sent to donors in May, 2017, Psy-Group

conducted two “tours of the main theatre of action,” and met with the campaign’s outside “partners,” which it did not name. Psy-

Group employees had recently travelled to Washington to visit officials at a think tank called the Foundation for Defense of
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Democracies, which had shared some of its research on the B.D.S. movement. In a follow-up meeting, which was attended by

Burstien, Psy-Group provided F.D.D. with a con�dential memo describing how it had compiled dossiers on nine activists,

including a lecturer at the University of California, Berkeley. In the memo, Psy-Group asked the foundation for guidance on

identifying future targets. According to an F.D.D. official, the foundation “did not end up contracting with them, and their

research did little to advance our own.”

Burstien recruited Ram Ben-Barak, a former deputy director of Mossad, to help with the project. As the director general of Israel’s

Ministry of Strategic Affairs, from 2014 to 2016, Ben-Barak had drawn up a plan for the state to combat the B.D.S. movement,

but it was never implemented. Ben-Barak was enthusiastic about Butter�y. He said that the �ght against B.D.S. was like “a war.”

In the case of B.D.S. activists, he said, “you don’t kill them but you do have to deal with them in other ways.”

Yaakov Amidror, a former national-security adviser to Prime Minister Benjamin Netanyahu, also became an adviser to Psy-Group

on Butter�y. Before accepting the position, Amidror said recently, he spoke to Daniel Reisner, Psy-Group’s outside counsel, who

had advised �ve Israeli Prime Ministers, including Netanyahu. “Danny, is it legal?” Amidror recalled asking. Reisner responded

that it was. While active Israeli intelligence operatives aren’t supposed to spy on the United States, Amidror said, he saw nothing

improper about former Israeli intelligence officers conducting operations against American college students. “If it’s legal, I don’t

see any problem,” Amidror said with a shrug. “If people are ready to �nance it, it is O.K. with me.”

n April 22, 2017, Benzeevi arrived in Tel Aviv. He checked into the Dan Hotel, across from the city’s seafront promenade.

At the start of his �rst full day in Israel, he was greeted by a “Welcome home!” e-mail from Scott Mortman, a former

lawyer who managed Psy-Group’s American clients. The e-mail described their schedule for the day. At lunch, Mortman would

give Benzeevi a brie�ng on Psy-Group’s offerings. Then Benzeevi would meet with Burstien, who would walk him through the

company’s proposed campaign to keep Kumar on the hospital board. Burstien and Mortman were a well-practiced tag team. “Royi

would give his ‘cloak and dagger’ spiel and then Scott would come on and give his ‘Boy Scout’ spiel, which is ‘What we’re doing is

completely legal,’ ” a former colleague said.

Benzeevi had already received a draft of Psy-Group’s battle plan, contained in an e-mail that was password-protected and marked

“���������� & ������������.” The proposal assured Benzeevi that Psy-Group’s activities would be “fully disconnected” from

him and his hospital-management company.

To close the deal, Burstien called in Ram Ben-Barak, one of his biggest hired guns. Lanky and charismatic, Ben-Barak looked like

someone from Mossad central casting. A former company employee said that Benzeevi “appeared to like the idea that someone

from Mossad would be on his side.” Before Benzeevi �ew back to California, he was given the number of a bank account where he

could wire Psy-Group the fee for the Tulare campaign—two hundred and thirty thousand dollars. On May 8th, just days after

Senovia’s Cinco de Mayo party, Benzeevi’s company sent the �rst of three payments, which was routed to a bank in Zurich. The

project was set in motion, and its code name was changed from Mockingjay to Katniss, a reference to Katniss Everdeen, the

protagonist in the “Hunger Games” novels.

hospital-board election in central California wasn’t exactly what Burstien had in mind when he set out to establish Psy-

Group in the U.S. election market. In early 2016, as the Presidential race was heating up, he and Zamel both tried to pitch

much bigger players. Being hired by one of the main campaigns initially seemed like a long shot for an obscure new company
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whose services sounded risky, if not illegal. Lawyers at �rms in New York and Washington expressed curiosity about Psy-Group,

but most were too cautious to sign contracts with the company.

The Trump campaign, however, presented an opportunity. Early in 2016, a Republican consultant with ties to the Israeli

government put Psy-Group in touch with Rick Gates, a senior Trump campaign official. Eager to secure a potentially lucrative

project, Burstien drew up plans for an intelligence and in�uence campaign to promote Trump and undermine his rivals, �rst in the

Republican primary and then in the general election. In the proposal, dubbed Project Rome, which was �rst reported on by the

Times, last October, Psy-Group used code names for the candidates: Trump was Lion, and Hillary Clinton was Forest. Psy-Group

also hired the Washington law �rm Covington & Burling to conduct a legal review of its work. Former Psy-Group officials said

that the resulting memo gave a green light to begin offering the company’s services in the U.S. (A spokesperson for Covington &

Burling said that the �rm could not discuss its advice to clients.)

Zamel often operated independently of Burstien, and it’s unclear how closely the two coördinated, but both saw the Trump

campaign as a potential client. Trump’s vocal support for Israel and his hard-line views on Iran appealed to Zamel, and he reached

out to Trump’s inner circle. In early May, 2016, Zamel sent an e-mail to Gingrich, saying that he could provide the Trump

campaign with powerful tools that would use social media to advance Trump’s chances. Zamel suggested a meeting in Washington

to discuss the matter further. Gingrich forwarded the e-mail to Jared Kushner and asked if the campaign would be interested.

Kushner checked with others on the campaign, including Brad Parscale, who ran Web operations. According to a person familiar

with the exchange, Parscale told Kushner that they didn’t need Zamel’s help. (A 2016 campaign official said, “We didn’t use their

services.”)

Also that spring, Zamel was introduced to George Nader, a Lebanese-American with ties to the Emirati leader Mohammed bin

Zayed and other powerful �gures in the Gulf. Born in 1959, Nader was almost twice Zamel’s age. Both men preferred to operate

behind the scenes, but were consummate networkers who touted their connections to high-level political �gures. Some viewed

Nader as an in�uence peddler; others said that he had been intimately involved in high-stakes negotiations in the Middle East for

decades. Martin Indyk, an adviser to Presidents Clinton and Obama on Middle Eastern affairs and now a distinguished fellow at

the Council on Foreign Relations, said, “We used to joke that George was in the pay of at least three intelligence services—the

Syrian, the Israeli, and the Iranian.”

In June, 2016, Nader was attending an international economic forum in St. Petersburg, Russia, when Zamel approached him and

requested a meeting. According to a representative for Nader, Zamel told Nader that he was trying to raise money for a social-

media campaign in support of Trump; he thought that Nader’s Gulf contacts might be interested in contributing �nancially. Nader

listened to Zamel’s pitch but didn’t make any commitments, according to the Nader representative. (Zamel’s representatives denied

that he spoke to Nader in St. Petersburg about trying to help Trump.)

Zamel had another opportunity to pitch his services in early August, 2016, when Erik Prince, the founder of the Blackwater

security �rm, helped arrange a meeting at Trump Tower among Zamel, Nader, and Donald Trump, Jr. (Prince, whose sister Betsy

DeVos became Trump’s Education Secretary, was a major Trump donor and had access to members of his team.) In the meeting,

Zamel told Trump, Jr., that he supported his father’s campaign, and talked about Psy-Group’s in�uence operations. (Zamel’s

lawyer, Marc Mukasey, played down the encounter, insisting that Zamel made no formal proposals during the meeting.)
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Burstien said that his talks with the Trump campaign went nowhere; a representative for Zamel denied that his client engaged in

any activity having to do with the election. But, according to the Nader representative, shortly after the election Zamel bragged to

Nader that he had conducted a secret campaign that had been in�uential in Trump’s victory. Zamel agreed to brief Nader on how

the operation had worked. During that conversation, Zamel showed Nader several analytical reports, including one that described

the role of avatars, bots, fake news, and unattributed Web sites in assisting Trump. Zamel told Nader, “Here’s the work that we did

to help get Trump elected,” according to the Nader representative. Nader paid Zamel more than two million dollars, but never

received copies of the reports, that person said.

A representative for Zamel denied that he told Nader that he or any of his operatives had intervened to help Trump during the

2016 election. If Nader came away with that impression, the representative said, he was mistaken. “Nader may have paid Zamel

not knowing when, how, or why the report was created, but he wanted to use it to gain access and new business,” the

representative said. “In fact, it used publicly available material to show how social media—in general—was used in connection with

the campaign.”

nformation warfare is as old as warfare itself. In “The Art of War,” Sun Tzu declared that “all warfare is based on deception.”

In modern times, both Soviet intelligence and its American counterpart used disinformation as a tool of persuasion and a

weapon to destabilize the other side. Long before the advent of social media, Moscow concocted fantastical rumors that the ����

virus had been manufactured by American government scientists as a biological weapon. The C.I.A. supported the publication of

underground books in the Soviet Union by such authors as Boris Pasternak and Aleksandr Solzhenitsyn, a ploy that the agency

knew would enrage the Kremlin leadership and deepen anti-Soviet sentiment among dissident circles inside the country.

In 1991, when the Soviet Union collapsed, the U.S. government convinced itself that it was now free of many of the challenges it

faced during the Cold War, and its interest in information warfare faded. The military’s special forces stepped into the

information-warfare void. “We knew we needed to operate in this space,” Austin Branch, who specialized in PsyOps, said. “It was

the information age. We didn’t have a road map.” Branch became one of the military’s �rst “information operations” officers, in the

early nineties. He and other specialists created experimental Web sites aimed at readers in Central Europe and North Africa. The

sites were designed to look like independent news sources; the U.S. military’s role was revealed only to readers who clicked deeper.

“We didn’t hide who it was from, but we didn’t make it easy to �nd,” a former military official who specialized in psychological

operations said.

U.S. leaders were generally skeptical about the effectiveness of these kinds of operations. They also worried that the open �ow of

information on the Internet would make it difficult, if not impossible, to insure that misinformation disseminated by the United

States wouldn’t inadvertently “blow back” and reach Americans, in violation of U.S. law. The result, according to retired Army

Colonel Mike Lwin, who served as the top military adviser to Pentagon leaders on information operations from 2014 to 2018, was

that a cautious approach to information warfare prevailed in Washington.

Russian military and intelligence agencies, on the other hand, didn’t see information warfare as a sideshow. They invested in cyber

weapons capable of paralyzing critical infrastructure, from utilities to banks, and re�ned the use of fake personae and fake news to

fuel political and ethnic discord abroad. “We underestimated how signi�cant it was,” Lwin said, of these online in�uence

operations. “We didn’t appreciate it—until it was in our face.”
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The 2016 election changed the calculus. In the U.S., investigators pieced together how Russian operatives had carried out a

scheme to promote their preferred candidate and to stoke divisions within U.S. society. Senior Israeli officials, like their American

counterparts, had been dubious about the effectiveness of in�uence campaigns. Russia’s operation in the U.S. convinced Tamir

Pardo, the former Mossad director, and others in Israel that they, too, had misjudged the threat. “It was the biggest Russian win

ever. Without shooting one bullet, American society was torn apart,” Pardo said. “This is a weapon. We should �nd a way to

control it, because it’s a ticking bomb. Otherwise, democracy is in trouble.”

Some of Pardo’s former colleagues took a more mercenary approach. Russia had shown the world that information warfare

worked, and they saw a business opportunity. In early 2017, as Trump took office, interest in Psy-Group’s services seemed to

increase. Law �rms, one former employee said, asked Psy-Group to “come back in and tell us again what you are doing, because

we see this ability to affect decisions that we weren’t fully aware of.” Another former Psy-Group employee put it more bluntly:

“The Trump campaign won this way. If the fucking President is doing it, why not us?”

To capitalize on this newfound interest, Burstien started making the rounds in Washington with a new PowerPoint presentation,

which some Psy-Group employees called the “If we had done it” slide deck, and which appeared similar to the one that Nader saw.

Titled “Donald Trump’s 2016 Presidential Campaign—Analysis,” the presentation outlined the role of Web sites, avatars, and bots

in in�uencing the outcome of the election. In one case highlighted in the slide deck, pro-Trump avatars joined a Facebook page

for Bernie Sanders supporters and then �ooded it with links to anti-Hillary Clinton articles from Web sites that posted fake news,

creating a hostile environment for real members of the group. “Bernie supporters had left our page in droves, depressed and

disgusted by the venom,” the group’s administrator was quoted as saying. As part of the presentation, Burstien pointed out that

Russian operatives had been caught meddling in the U.S.; Psy-Group, he told clients, was “more careful.”

Psy-Group’s post-election push into the U.S. market included a cocktail reception on March 1, 2017, at the Old Ebbitt Grill, near

the White House, “in celebration of our new D.C. office.” The next day, an article in Politico brie�y mentioned the gathering and

described Psy-Group as a multinational company with “offices in London, Hong Kong and Cyprus.” There was no mention of

Israel; Burstien thought it would be better for business to play down the Israel angle.

In fact, the reception was part of Psy-Group’s campaign to shape perceptions about itself. The image it projected was mostly

bluster; the company’s “new D.C. office” consisted of a desk at a WeWork on the eighth �oor of a building across the street from

the White House.

n June of 2017, strange things began happening in Tulare. A series of ominous Web sites appeared: Tularespeaks.com,

Tulareleaks.com, and Draintulareswamp.com. The sites directed visitors to articles that smeared Senovia Gutiérrez and her

allies in the hospital-board �ght.

Tony Maldonado, a reporter for the Valley Voice, the local newspaper, saw the sites and thought, What the fuck? He knew that

residents were �red up about the hospital-board election, but these shadowy tactics, he said, were “completely out of left �eld.”

“I guess you might see that in a big city or on a national level,” Maldonado said. “But to see it in a small town, about a hospital

board in Tulare, is just insane.” The domain names appeared to be playing off themes from the 2016 Presidential campaign.

Trump liked to use the phrase “drain the swamp” to rally his anti-Washington base. The address Tulareleaks.com was similar to

DCleaks.com, a site allegedly set up by Russian intelligence officers to publish hacked e-mails with the aim of in�uencing the

2016 race. Along with the Web sites, online personae, who claimed to be local residents but whom nobody in town recognized,
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began posting comments on social media. Some of the messages suggested that Senovia took bribes. Others pointed to her

Mexican background and her accent and questioned whether she was an American citizen.

Psy-Group also conducted “off-line” operations, as the company sometimes termed clandestine on-the-ground activities, according

to a former company employee. Early on the evening of June 9th, a woman with short blond hair knocked on Senovia’s front door,

and told Senovia’s adult son Richard, who answered, that she was a supporter of his mother’s campaign. The woman handed

Richard an envelope that read “To: Mrs. Sanovia,” misspelling her name. Richard noticed that a man was standing across the

street, next to a Yukon Denali S.U.V., taking photographs with a telephoto lens. Later that night, the S.U.V. returned to Senovia’s

street, and the man took more photographs.

Some of the photographs soon appeared on Draintulareswamp.com, under the title “Who Is Pulling Senovia’s Strings?” The

accompanying article said, “This post is addressed to one member of our community in particular. The public should be watching

Martha Senovia closely. This past week a very expensive black car was seen parked in front of the home of Mrs. Senovia in

addition to several other unidenti�ed cars.” The Web site used Senovia’s nickname, Martha. The photographs seemed designed to

make it appear as if Senovia had taken a bribe. (The envelope contained a thirty-dollar Tommy Hil�ger gift certi�cate.) Later, the

Valley Voice posted an article under the headline “Tulare Politics Get Fishy as Hospital Recall Nears.” Psy-Group, one of the

company’s former employees later said, was engaged not in “serious intelligence” but in “monkey business.”

Other articles on Draintulareswamp.com questioned whether Senovia was �t to manage �nances, and published records showing

that she had �led for bankruptcy in 2003. (The bankruptcy records were authentic.) “It was horrible—they put out stuff that we

couldn’t believe, and they were turning it out so fast,” Deanne Martin-Soares, one of the founders of Citizens for Hospital

Accountability, said. “We couldn’t trace anything. We didn’t know where it was coming from.” On Facebook, Alex Gutiérrez

responded to the smear tactics, writing, “The gall of their campaign to fabricate and move forward with such trash speaks volumes

of their desperation and fear!”

On June 15th, campaign �yers ridiculing Senovia for having “zero experience,” and directing residents who “want proof ” to visit

Tularespeaks.com, appeared on door handles around town. The small businessman who printed and distributed the �yers said that

he had been paid in cash by a stranger who used the name Francesco Manoletti, which appears to be a made-up persona. (In

another Psy-Group operation, a similar-sounding name—Francesco Gianelli—was used to hire contractors.)

Parmod Kumar had hired his own political consultant, a California campaign veteran named Michael McKinney, to �ght the

recall. When rumors started to spread that Kumar or Benzeevi was behind the attacks on Senovia, McKinney tried, unsuccessfully,

to discover who had created the Web sites. “Recall elections are about voter anger,” McKinney said. “To win a recall, you have to

keep the electorate angry enough to vote. To stop a recall, you have to diminish the voters’ anger.” The attacks, McKinney felt, had

the opposite of the intended effect: they motivated Senovia’s supporters to turn out on election day. When McKinney asked

Kumar about the Web sites, Kumar said that he didn’t know where they had come from. McKinney said that he also confronted

Benzeevi, urging him to tell whoever was orchestrating the campaign to “knock it off.” Benzeevi stopped returning McKinney’s

calls after that. “It didn’t really hurt Senovia,” McKinney said. “It made it look like she was being harassed. It hurt Kumar. It

back�red.”

On the eve of the election, Alex’s house burned down and he lost almost everything, including his �nal batch of campaign �yers.

He suspected that the blaze could have been election-related, but local �re-department officials said that they saw no evidence of
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B
foul play. A former Psy-Group official told me, “I never initiated any physical �re on any project whatsoever.”

urstien hoped that Psy-Group’s work in Tulare would help the company land other small campaigns, but that proved overly

optimistic. He told colleagues that he was close to �nalizing several deals, but the new clients fell through, and, in February,

2018, Burstien found that he couldn’t make payroll.

Psy-Group’s �nancial woes coincided with sudden scrutiny from the F.B.I. The Bureau had taken an interest in George Nader for

helping to organize a secretive meeting in the Seychelles ahead of Trump’s Inauguration, with the aim of creating an unofficial

channel with Vladimir Putin. In January, 2018, F.B.I. agents stopped Nader, an American citizen, at Dulles International Airport

and served him with a grand-jury subpoena. Nader agreed to coöperate, and told F.B.I. agents about his various dealings related to

the Trump campaign, including his discussions with Zamel. (Nader has been granted immunity in exchange for testifying

truthfully, according to one of his representatives. “Someone who has this kind of immunity has no incentive to lie,” the

representative said.)

The following month, F.B.I. agents served Zamel with a grand-jury subpoena. Agents also tracked down Burstien in the San

Francisco area, where he was on a business trip. Burstien returned to his hotel room and found a note under his door informing

him that the Bureau wanted him to come in for questioning. Burstien told friends that he was “in shock.” The F.B.I. also visited

Psy-Group’s so-called D.C. office, at the WeWork, and seized a laptop computer that had been hidden in a desk drawer, where it

had been running continuously.

The F.B.I. questioned some of Burstien’s employees about Psy-Group’s activities. In the interviews, agents acted as if “there’s no

smoke without �re,” a former company official said. “There was a lot of smoke,” the official acknowledged. “We had to show them,

it’s smoke, it’s smoke, it’s smoke, and not �re.” Psy-Group officials referred the F.B.I. to the letters they had received from law

�rms, attesting to the legality of their activities and telling the company that it didn’t need to register as a foreign agent. “The

F.B.I. seemed genuinely surprised that this shit wasn’t illegal,” a former Psy-Group employee said.

In an interview, Burstien said that he was comfortable with how Psy-Group had operated but believed that changes were needed

to protect average citizens. “I’m coming from the side of the in�uencer, who really understands how we can make use of online

platforms,” he said. “There needs to be more regulation, and it’s up to our legislators, in each and every country. What have U.S.

legislators done since they learned, more than two years ago, about the potential of these new capabilities? They have the power to

move the needle from A to B. Nothing substantial has been done, as far as I know.”

Ram Ben-Barak, who helped woo Benzeevi on behalf of Psy-Group, said that he decided to leave the company after he learned

about the extent of its operations in Tulare, which he objected to. Ben-Barak said that he regrets his decision to work with the

�rm. “When you leave the government and you leave Mossad, you don’t know how the real world works,” he said. “I made a

mistake.” Ben-Barak, who is now running for a seat in Israel’s parliament, said that he believes new regulations are needed to stem

the proliferation of avatars and misinformation. “This is the challenge of our time,” he said. “Everything is fake. It’s unbelievable.”

Gadi Aviran, the Terrogence founder, said that he “never dreamed” that the business of fake personae, which he helped establish,

would become so powerful. “In order to understand where we are, we have to understand where we started,” he said. “What

started as a noble cause ended up as fake news. What you have today is a �ooded market, with people that will, basically, do

anything.”
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I
n Tulare, the test of Psy-Group’s strategy came on the night of July 11, 2017. The hospital-board election resulted in a landslide—

but not for Psy-Group’s client. There were more than a thousand ballots cast, and only a hundred and ninety-�ve people voted

for Kumar to keep his seat. Senovia Gutiérrez won with seventy-�ve per cent of the vote. In the end, the Web sites attacking

Senovia attracted scant attention in the community. “It was like they organized a concert and nobody showed up,” a computer-

security expert said after reviewing trace data from the sites, which were taken down after the election.

After Senovia’s victory, Benzeevi’s contract was rescinded. Larry Blitz, a hospital-turnaround specialist, stepped in as the interim

C.E.O., and discovered that the hospital’s �nancial records were completely disorganized, with “entries that indicated arti�cial

means of balancing the books.” Eventually, Blitz said, his team realized that the accounts contained a “hole as big as the Grand

Canyon.” The hospital was more than thirty-six million dollars in debt, and had to close for nearly a year. (It reopened in October,

2018.) One morning, Blitz’s chief �nancial officer found police carting away computers and telephones. The local district attorney

has issued more than forty search warrants as part of a fraud investigation, one of the largest such investigations in Tulare County

history. Benzeevi and his legal team refused to respond to questions about Psy-Group. At �rst, Kumar said that he wasn’t aware of

the covert campaign and that he wanted to help with this story. Then he stopped returning calls.

According to a former company official, Zamel decided to shut down Psy-Group in February, 2018, just as Mueller’s team began

questioning employees. But its demise hasn’t suppressed the appetite for many of the services it provided. Some of Psy-Group’s

former employees have met with Black Cube to discuss job opportunities. Black Cube has been criticized for some of its recent

work, including for the producer Harvey Weinstein, but there’s no sign that the notoriety has hurt business; one person familiar

with the company’s operations bragged that there was booming interest from a variety of corporations. Recently, Efraim Halevy,

who served as the director of Mossad from 1998 to 2002, joined Black Cube’s advisory board. Uzi Arad, a Mossad veteran and a

former national-security adviser for Netanyahu, said that he was ashamed to see some of his former colleagues become

“mercenaries for hire,” adding, “It’s highly immoral, and they should know it.”

Last year, Black Cube moved to one of Tel Aviv’s most expensive neighborhoods, where it now occupies a sleek, full-�oor office in

the Bank Discount Tower. The entrance is unmarked, and painted black; doors are controlled by �ngerprint readers. One area of

the office is decorated with spy memorabilia, including an old encryption machine.

Some Psy-Group veterans expressed regret that the �rm had closed. “Had the company still been open, all this so-called negative

press would have brought us lots of clients,” one said. Despite embarrassing missteps, which have exposed some Psy-Group and

Black Cube operations to public scrutiny, a former senior Israeli intelligence official said that global demand for “private Mossads”

is growing, and that the market for in�uence operations is expanding into new commercial areas. In particular, the former official

cites the potentially huge market for using avatars to in�uence real-estate prices—by creating the illusion that bidders are offering

more money for a property, for example, or by spreading rumors about the presence of toxic chemicals to scare off competition.

“From a free-market point of view, it’s scary,” a former Psy-Group official said, adding that the list of possible applications for

avatars was “endless.” Another veteran of Israeli private intelligence warned, “We are looking at the tip of the iceberg in terms of

where this can go.” ♦

Published in the print edition of the February 18 & 25, 2019, issue, with the headline “Deception, Inc..”
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Adam Entous became a staff writer at The New Yorker in 2018. He was a member of a team at the Washington
Post that won the Pulitzer Prize for national reporting.

Ronan Farrow, a contributing writer to The New Yorker, is the author of “Catch and Kill” and “War on Peace.”
His reporting for The New Yorker won the 2018 Pulitzer Prize for public service.

More: Israelis Covert Operations 2016 Election Robert Mueller
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Deals

By Scott Deveau and Christopher Palmeri
September 8, 2017, 1:00 PM MDT

Catalyst-Backed Gateway Casinos Is Said to Explore
Sale or IPO

Gateway Casinos & Entertainment Ltd., one of Canada’s largest gambling companies, is working with bankers to
explore an initial public offering or sale, people familiar with the matter said.

Gateway, backed by private equity firm Catalyst Capital Group, has hired Canadian Imperial Bank of Commerce,
Morgan Stanley and Credit Suisse Group AG to advise on the potential share sale, said the people, who asked not to
be identified because the matter is private.  

Company is said to hire CIBC, Morgan Stanley, Credit Suisse

Casino operator may raise up to $329 million in an IPO
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MP blasts PM over $200M loan to 'failing' Casino
Rama operator

EDITOR'S NOTE: Subsequent to the publication of this article, lawyers for Gateway Casinos and Entertainment told

OrilliaMatters that MP Pierre Poilievre’s statement included a number of inaccuracies such as “the company was just

downgraded to junk status and its parent company lost 95 per cent of its value on the stock market before being delisted

altogether,” which is false.  Lawyers for Gateway advised further that Gateway is a private company and has not been listed

on a public exchange and has not lost 95% of its value on any stock market

A long-time Conservative MP says Gateway Casinos and Entertainment, which operates Casino Rama and many other

gambling facilities, “swindled a naive prime minister out of $200 million” of taxpayers’ money.

During an animated exchange with Prime Minister Justin Trudeau Wednesday in the House of Commons, Carleton MP

Pierre Poilievre says Gateway is a “failing casino firm” and he chided Trudeau for “throwing away our money in this jackpot

for casino insiders.”

Oct 8, 2020 1:45 PM By: Dave Dawson
Updated Oct 13, 2020 8:56 PM

MP Pierre Poilievre took the Liberal government to task in the House of Commons Wednesday for providing $200 million in taxpayers money to
Gateway Casinos and Entertainment, which operates Casino Rama and many other properties.
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Poilievre is referring to the news that Gateway was provided a loan from the Canada Enterprise Emergency Funding

Corp. under its Large Employer Emergency Financing Facility (LEEFF). 

The agreement, announced in late September, provides Gateway with access to $200 million of liquidity. 

“These funds will provide us with capital to support restarting our operations and returning people back to work when it is

safe and viable to do so,” Gateway CEO Tony Santo said in an email to employees.

But Poilievre said the company is not deserving of the funding.

“The company was just downgraded to junk status and its parent company lost 95 per cent of its value on the stock market

before being delisted altogether,” Poilievre said Wednesday.

“In fact, financial experts in Toronto say the company vastly overvalues its assets. But there is someone who would invest

other people’s money in it - the casino just got the jackpot of $200 million from this government,” said the former cabinet

minister in Stephen Harper’s government.

“Would the financial genius over there who invested $200 million of our tax dollars in this failing casino firm please stand

up.”

Trudeau stood up and provided the following response.

“While the Conservatives play silly political games, we recognize the extraordinary situation Canadians are facing,” said

Trudeau, who noted Canadians are “worried” about “how they’re going to make it through this pandemic."

Robert Mitchell, director of communications and public affairs for Gateway, said the MP’s statement contained inaccuracies.

“Mr. Poilievre’s comments contained a number of factual errors which have since been corrected with his office,” Mitchell

told OrilliaMatters.

He also said the casino company’s LEEF application “had the support from MPs across the political spectrum … including

Simcoe North MP Bruce Stanton and 10 other Conservative MPs who wrote letters of support on behalf of Gateway and

our 8,000 employees across Canada.”

He also stressed the LEEFF funding will be repaid by Gateway.
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Comments (12)

“The LEEFF program is a loan that will be repaid,” said Mitchell. “We will use the funds to help re-open our businesses and

get people back to work as soon as it is safe and viable to do so.”

He noted Gateway is “excited to welcome back many employees this week as we re-open a number of facilities today and

Saturday, including our Innisfil site.”

Meanwhile, Casino Rama will remain closed. Its doors have been locked since OLG ordered all casinos to close on March 16.

Officials say Casino Rama is too large to open in light of provincial restrictions that limit the number of patrons to 50 and

prohibit table games.

Tshweu Moleme of Orillia, a Unifor rep at Casino Rama, said he “can understand some of the concerns raised by the

Opposition, especially given the size of the ($200-million) LEEFF loan.”

Poilievre “is doing what he’s in Parliament for - to hold both the government and the borrower accountable,” said Moleme

“He can help the government in making sure that the money (is) used as intended - to help revive a business and to keep

jobs,” he said.

Moleme applauded the Liberals’ support.

“The government has done its part, ensuring that Gateway employees can still have jobs to return to. It's now Gateway's

turn to keep their word … This is about saving jobs and helping Canadian families,” he said.

Now is not “the time for partisan jabs. Canadians would like to see MPs work together, making sure that we get through

this pandemic and come back strong. The entire parliament should be on the side of workers.”

He urges Gateway to use this “much needed financial oxygen” to reopen Casino Rama.

“With such a significant loan, a world-class facility like Casino Rama should be coming back strong,” Moleme said. “I believe

that's what parliamentarians, workers, and communities would also like to see happen.”

About the Author: Dave Dawson

Dave Dawson is community editor of OrilliaMatters.com
Read more

Do you agree with the government's decision to loan Gateway $200 million?
 Yes

 No

 Vote Results >
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MARCH 23,  2018 / 7:41 AM / UPDATED 3 YEARS AGO

Special Report: Private equity star's picks shine, until
cash-out time

By Lawrence Delevingne, John Tilak 2 1  M I N  R E A D

NEW YORK/TORONTO (Reuters) - Canadian financier Newton Glassman has long told his

private equity firm’s clients that his big bet on casinos would yield a financial jackpot.
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Others haven’t been so sure.

At the end of 2011, a year after Glassman’s Catalyst Capital Group Inc took control of

Gateway Casinos & Entertainment Ltd, Catalyst told investors in a report seen by Reuters

that it already had more than doubled their money and that its majority stake was worth

US$475 million — for an implied equity value of the gaming company as a whole of US$699

million.

But Catalyst was forced to abandon a planned initial public offering of Gateway in 2012 after

investors balked at the firm’s valuation, according to two people familiar with the effort.

In the ensuing years, Catalyst’s implied valuation of Gateway continued to climb, to more

than US$1 billion as of Sept. 30, 2017, according to investor communications, all while

Glassman repeatedly told clients to expect a sale that never happened.

Now, under increasing pressure to liquidate a past-due private equity fund, Glassman is again

attempting a Gateway IPO at a valuation of as high as US$1.95 billion, according to a Feb. 28

Bloomberg report.

Under Catalyst’s direction, British Columbia-based Gateway has expanded its operations and

just restructured its debt. Even so, Catalyst’s assessment of the impact of those moves on the

company are more optimistic than those of ratings agencies Moody’s and Standard & Poor’s,

both of which still rate Gateway debt as “junk.”

Michael Lewitt, chief investment officer at hedge fund firm Third Friday Management in Boca

Raton, Florida, reviewed Catalyst’s valuation of Gateway and called it “extremely aggressive.”

High valuations and delayed sales apply to more than just Gateway, Reuters has found, with

potentially worrying implications for Catalyst’s four currently active funds and their big-

money investors.

Catalyst follows a “loan-to-own” strategy, acquiring the discounted debt of troubled

companies, mostly in Canada and the United States, taking over the business in the case of a

A sign shows the entrance to the offices of the Catalyst Capital Group Inc. in Toronto, Ontario, Canada July 6,
2017. Picture taken July 6, 2017. REUTERS/Chris Helgren
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default or by other means, and then selling at a profit after improving operations.

Early success using that strategy with Catalyst’s first fund established Glassman’s reputation

as a savvy investor. It also has helped Catalyst attract enough investors to make it Canada’s

third-largest private equity firm, with about C$6 billion (US$4.6 billion) in assets under

management, according to data tracker Preqin.

Since Catalyst launched its second fund in 2006, however, the firm’s record of double-digit

annual returns has been based largely on its own assessments of improvements to its stable

of distressed companies. When put to the test, at least four of Catalyst’s major assets have

been unable to find buyers at the firm’s valuations, based on a Reuters review of Catalyst’s

portfolio, multiple communications from Catalyst to its clients and regulatory filings, as well

as interviews with people familiar with Catalyst’s operations, academics and financial

analysts.

Those major assets, plus expected payouts from pending litigation, made up US$3.3 billion –

or more than two-thirds – of the overall US$4.7 billion of unrealized value across all Catalyst

funds at the end of 2016, according to an April 5, 2017, report for clients. The assets include

Gateway and Callidus Capital Corp CBL.TO, Catalyst’s publicly listed subsidiary that

specializes in high-interest loans to distressed companies and that is itself a major holding of

Catalyst funds.

Failure to cash out can put additional pressure on Catalyst as funds approach the end of their

lifespan, typically eight or 10 years, by which time all money – principal and profits – is

expected to be returned to investors. Catalyst Fund Limited Partnership II, for example, was

supposed to mature in April 2014 after starting to invest in 2006. But Catalyst has extended

the deadline at least three times.

The contrast between the picture Catalyst paints of its fund assets in communications with

clients and how those assets perform when a sale is attempted shows that investors may not

be able to count on the returns they expect. For now, though, any harm to Catalyst’s big

investors is potential, rather than actual. Glassman could still repeat his early success with

his current funds by managing to sell a handful of major assets at big gains.

Glassman did not respond to repeated requests for comment.FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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Catalyst and Callidus did not respond directly to requests for comment. In a letter to

Reuters, David Moore, a lawyer for the two companies, disputed that Catalyst overvalues

assets or has had trouble selling them. Reuters’ reporting, he said, is “based upon false and

unreliable allegations.”

In keeping with the industry norm, Moore said, Catalyst’s proposed valuations were reviewed

by outside accountants PricewaterhouseCoopers LLP. They were then separately reviewed by

KPMG LLP, Catalyst’s independent auditor, which had issued unqualified audit opinions on

Catalyst every year, Moore noted.

KPMG and PricewaterhouseCoopers declined to comment.

Moore stressed that Catalyst management’s pay is derived from proceeds from asset sales

and that “valuations do not in any way affect Catalyst’s compensation.” He also pointed out

that Catalyst had sold 23 assets in its history, 13 of them “in accord with applicable

valuations.”

He did not provide specifics on those sales. However, of the 17 completed sales showcased

on Catalyst’s website, most were “substantially realized” in 2010 or earlier, often for US$50

million or less, according to a Reuters review of information Catalyst sent to clients. Nine of

the sales were for the firm’s small first fund, which was largely wound down several years ago.

Catalyst investors – generally locked in for the duration of a fund’s lifespan – include

endowments for the University of Michigan, McGill University and the University of Toronto,

public-employee pension funds in Montana and New Jersey, and major philanthropies such

as the Rockefeller Foundation. They did not respond to requests for comment or declined to

comment on the record, citing confidentiality agreements.

Some said on condition of anonymity that they feared getting on the wrong side of Glassman,

who has launched dozens of lawsuits in his career, most with Catalyst or Callidus as plaintiff.

While in college, he successfully sued his father to force child support payments, according to

Ontario court records.

Gateway and some other major Catalyst fund holdings examined for this article are among

the assets alleged to have been overvalued in two whistleblower complaints submitted in the
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past 18 months to the Ontario Securities Commission (OSC), according to documents seen

by Reuters and people familiar with the submissions.

CARS AND PHARMACEUTICALS

Private equity holdings can be difficult to value because they often lack ready markets to test

their worth. Even when reviewed by third parties, a fund manager’s valuations are

nonetheless open to interpretation.

Private equity experts said that, in general, a pattern of delayed sales can indicate valuations

that are too high. Lewitt, the hedge fund manager, said of Gateway and other assets examined

in this article: “I wouldn’t invest a penny with any manager that employs these types of

valuations.”

Advantage Rent A Car is a case in point.

Catalyst started investing in the Orlando, Florida, company with a US$22.2 million bet in

2013, and its total investment stood at US$310.5 million as of Sept. 30, 2017, according to

client reports.

As Catalyst’s exposure to Advantage through Funds III and IV has risen, so has its valuation

of the company – even as larger rental car businesses have come under pressure from

increased competition and the rise of ride-sharing outfits like Uber.

Catalyst has long promised dramatic improvements at Advantage that would lead to a

successful sale. In a 2014 letter to investors, it projected that within two or three years,

earnings would top US$100 million. But for 2015, Advantage had a loss of US$31 million,

according to an April 2017 presentation to Catalyst clients. A more recent investor letter put

projected 2018 earnings at about US$20 million.

Advantage has less than 1 percent of the U.S. market and was expected to generate revenue of

US$327.7 million in 2017, according to market research firm IBISWorld. That puts Catalyst’s

valuation of US$542.9 million as of Sept. 30, contained in a recent letter to investors, at a

whopping 1.7 times revenue. Hertz Global Holdings Inc and Avis Budget Group Inc, the twoFAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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biggest publicly traded car-rental operators in the United States, trade at less than half their

2017 revenue of US$8.8 billion each.

Advantage did not respond to requests for comment.

Another major Catalyst asset is Therapure Biopharma Inc. Glassman’s firm started investing

in the Mississauga, Ontario, biotechnology company in 2006, and the commitment totaled

US$82 million by the end of 2011. That year, Catalyst valued Therapure at US$202 million.

In early 2016, it tried to take Therapure public at a valuation of C$867 million, according to a

Reuters analysis of the offering documents. The same documents show that Therapure had

operating losses in 2012, 2013 and 2014.

The effort failed in part because Catalyst’s

valuation was too high for most investors and

in part because of difficult market conditions,

according to two people with direct knowledge

of the IPO process.

In September 2017, Catalyst announced it had

agreed to sell Therapure’s contract

manufacturing business for US$290 million,

which would result in a proportional payout for

Fund II investors.

That sale price – the deal has yet to close – is less than half the US$662 million at which

Catalyst valued Therapure at year-end 2016, according to a Catalyst document provided to

clients in April 2017. Therapure’s remaining business – plasma-based drug development and

protein therapeutics products – probably isn’t worth more than US$100 million, according to

two sources with direct knowledge of the company. The unsold business is not generating

profits, one of the sources said.

Therapure did not respond to requests for comment.

Since Gateway Casinos’ IPO flopped in 2012, Catalyst has continually raised the valuation of

its controlling stake — to levels that yield an imputed value for the gaming company as a
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whole of as much as US$1.95 billion, according to the Feb. 28 Bloomberg article. That article,

attributed to anonymous sources, appeared as Reuters was seeking comment from Catalyst

on the firm’s valuations of Gateway and other assets. Reuters could not independently verify

that an IPO was imminent or determine the calculus underlying the US$1.95 billion

valuation.

Gateway operates about two dozen casinos, concentrated in western Canada and, more

recently, Ontario, the country’s most populous province. It plans to invest more than C$300

million by 2020 to improve existing properties and build new ones, according to a February

2018 Gateway investor presentation.

In mid-March, Gateway completed a sale-leaseback of some properties, yielding net proceeds

to Catalyst of C$483 million. Catalyst said the transaction and a parallel debt refinancing

would reduce Gateway’s debt from C$953 million to C$702 million – or 4.5 times earnings,

according to a recent investor presentation. That’s in line with the typical debt-to-earnings

ratio of between 4 and 5 for middle-market companies, based on Thomson Reuters LPC

institutional loan data.

However, it’s more optimistic than Moody’s assessment. The ratings agency estimated in

early March that under the new financial plan, Gateway’s debt-to-earnings ratio wouldn’t

drop below 5 for 12 to 18 months. And Standard & Poor’s said the number would climb to as

high as 7.5 through 2018. Both ratings agencies still judge Gateway bonds to be non-

investment grade “junk.”

By comparison, rival Great Canadian Gaming Corp had a debt-to-earnings ratio of 2 as of

Dec. 31, according to a financial filing.

Moody’s also projects lower profits than Catalyst for Gateway. It did not elaborate on the full

assumptions behind its numbers. A spokeswoman said the ratings agency’s calculations

“reflect our conservative view of the earnings potential of the company’s assets.”

Standard & Poor’s and Gateway did not respond to requests for comment.

Moore, the Catalyst lawyer, said in a letter to Reuters that the firm’s work to improve

Gateway had been “highly successful.”FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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EARLY SUCCESS

Now in his mid-50s, Glassman established Catalyst in 2002, after sharpening his skills at

Cerberus Capital Management LP, the New York-based distressed-investment powerhouse.

Catalyst’s first fund started investing in 2003. Within several years, it had scored big wins

through private sales of its positions in companies like Cable Satisfaction International Inc;

AT&T Canada Inc, later known as Allstream; and Royal Group Technologies Ltd.

The US$185 million fund, tiny by private equity standards, ended up producing an average

annual return of 32 percent over its lifespan, according to client reports. That’s far better

than a benchmark return of about 17 percent for funds of the same 2003 vintage tracked by

investment consultants Cambridge Associates.

Catalyst’s early triumph helped drive billions of dollars to the firm over four additional funds

raised between 2006 and 2015. Glassman has yet to successfully wind up any of those newer

funds and return all money to investors, though the most recent one, Fund V, has returned

hundreds of millions of dollars since 2015.

It is not unusual for private equity firms to hold investments until near the end of a fund’s

lifespan. However, data from Cambridge and Preqin show that three of Catalyst’s four active

funds lag behind similarly aged funds in paying proceeds from asset sales to investors.

With Fund II already past due, Funds III and IV are to mature in December 2019 and June

2022, respectively. Most of the value of these funds – about US$1.42 billion for Fund III and

US$1.36 billion for Fund IV – is unrealized, according to an April 2017 client report. That’s

more than 60 percent of the total value of each.

Some of that unrealized value would come from payouts from litigation whose outcome

remains uncertain.

Catalyst filed two lawsuits against longtime rival and frequent adversary West Face Capital

Inc and others after it lost a bidding process to buy Canadian wireless carrier Wind Mobile

from VimpelCom Ltd in 2014. Catalyst claimed that it had an exclusive agreement withFAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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VimpelCom to buy Wind Mobile and that West Face and others engaged in improper conduct

to win the deal and ultimately sell at a big profit.

Judge Frank Newbould, originally hearing both cases in Ontario Superior Court, dismissed

one of them, concluding that West Face and others, contrary to Catalyst’s allegations, had

not used confidential information from a former Catalyst employee to make its winning bid.

In his August 2016 ruling, Newbould wrote that he had “difficulty accepting as reliable much

of the evidence” submitted by Glassman. He described the financier as “aggressive,”

“argumentative” and more of a “salesman than an objective witness.”

Catalyst appealed Newbould’s dismissal. That appeal was dismissed Feb. 21.

The second Wind-related lawsuit, seeking C$1.3 billion in damages, was on hold, pending the

outcome of Catalyst’s appeal of Newbould’s dismissal of the other case. In a report to clients,

Catalyst told investors that its remaining Wind-related claim was worth US$446.9 million at

the end of 2016 and that the firm has “a reasonable likelihood of success at trial.”

Newbould, who has retired from the bench and now works as an arbitrator, was targeted by

an undercover agent last autumn in a sting orchestrated by Israeli investigative firm Black

Cube on behalf of Catalyst, according to West Face court submissions in separate litigation.

The sting, West Face alleges, was designed to discredit Newbould and his dismissal of one of

the Wind-related lawsuits.

Newbould declined to comment.

Black Cube gained attention last year for its work on behalf of Harvey Weinstein to

undermine women and journalists in their efforts to go public with allegations of sexual

harassment and assault against the Hollywood mogul.

A spokesman for Black Cube declined to comment on questions related to Catalyst and

Callidus. He said Black Cube always operates ethically and legally.

In an April 2017 presentation to investors, Catalyst told clients of Fund III that without the

expected litigation payouts, net annual returns as of end-2016 would fall to 8.9 percent from

11.7 percent.FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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Ludovic Phalippou, a private equity expert at the University of Oxford in England, said

Catalyst’s expected return on the Wind litigation was “extraordinarily” high, given that one

of the cases was dismissed and that money that would have been used to buy the Wind assets

were presumably deployed elsewhere.

RELATED PARTIES

One company Catalyst succeeded in selling on the stock market is Callidus, a distressed-

lending business Glassman invested in, took over, and made a core holding.

Glassman’s team took Callidus public in April 2014, raising C$252 million while still keeping

big positions in the company for its four current funds.

Catalyst funds provide guarantees for some of Callidus’s risky loans to distressed businesses.

But those guarantees mean that investors in Catalyst funds can end up saddled with Callidus

investments gone bad, such as Xchange Technology Group, an information-technology

company that went bankrupt.

The relationship between Catalyst and Callidus doesn’t end there.

In May 2017, Callidus said in its first-quarter earnings report that a recent acquisition,

struggling Canadian slot-machine maker Bluberi Gaming Technologies Inc, was worth about

C$110 million. In footnotes, it said that figure was based largely on an agreement for Bluberi

to supply 7,000 slot machines to a “commonly controlled enterprise.”

Callidus did not identify that enterprise. But it appears to be Gateway Casinos, which fits the

description in a recent Callidus earnings report of a “large diversified gaming company in

Canada that is controlled in common with ... Catalyst.” Catalyst did not respond to requests

for comment.

Such an order is large for Bluberi, a small company that recently emerged from bankruptcy.

Bluberi has about 1,000 machines in use today, according to a third-quarter 2017 ranking by

industry consultants Eilers & Krejcik Gaming LLC. The top three companies have nearly

40,000 each. Gateway operates 9,500 slot machines, according to its website.
FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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Stephen Casey, a lawyer and accountant in New York with private equity experience,

reviewed Callidus’s Bluberi holding for Reuters and called it “a very aggressive valuation

based on a related-party order and some pretty speculative assumptions.”

The risks, Casey said, include whether Bluberi’s casino clients can get the required regulatory

approvals for expansion, and whether Bluberi is able to produce all the machines required.

Callidus acknowledged both of those risks in earnings reports last year.

Bluberi did not respond to requests for comment.

Callidus’s Bluberi valuation, now at C$113 million, is based on a potential sale using an

accounting method the company calls “yield enhancement,” which is not recognized under

International Financial Reporting Standards (IFRS).

In a May shareholder report, Callidus said it would give greater prominence to calculations

based on IFRS in its public disclosures in response to an Ontario Securities Commission

review of its financial reporting. The OSC declined to comment.

Catalyst has said it would like to find a buyer to take Callidus private again, suggesting in a

press release last year a price of C$18 to C$22 a share. The stock now trades around C$7,

down more than 60 percent over the past 12 months.

Callidus said in October 2016 that it had hired Goldman, Sachs & Co to handle a sale process

that would be completed by June 2017.

Goldman declined to comment.

No buyer has yet emerged.

(For graphic on Catalyst and its peers, click tmsnrt.rs/2BEFznj)

Edited by Carmel Crimmins and John Blanton

Our Standards: The Thomson Reuters Trust Principles.
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Sonar Entertainment Faces Questions Amid Slowdown in Writer,
Agency Payments
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For months, industry insiders have been growing increasingly concerned about what appeared to be a cash-�ow issue
at independent studio Sonar Entertainment.

Multiple sources report that Sonar has been late on payments for writers on scripts and to talent agencies for
packaging fees. The slowdown in the payment schedule has raised questions about Sonar’s ability to continue funding
shows. The company has also seen a number of executive departures in recent months. A new CEO was appointed in
August.
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According to a source familiar with the situation, Sonar has been juggling payments to writers and agencies after its
parent company, Canadian private equity �rm Catalyst Capital Group tightened the purse strings in advance of the
management shakeup implemented last month. With 10 shows in production, sources said Sonar took the step of
delaying some writer and packaging fee payments in order to manage its cash-�ow needs. 

ADVERTISEMENT

But slowing down the payment schedule to writers and talent agencies — two of Hollywood’s most talkative
constituencies —  is virtually guaranteed to spark rumors in the creative community about a company’s solvency, as
Sonar has faced. Industry sources observed that Sonar likely got overextended with production commitments at a
time when there is no shortage of demand for TV content.

David Ellender, who was promoted to Sonar CEO in August, would not comment on speci�c �nancial matters but
denied that there were larger issues threatening Sonar’s ability to move forward on new projects. 

“We are very comfortable with our �nancial position,” Ellender told Variety. “We’re able to �nance productions and
we’re well-capitalized not just through Catalyst but also through our other �nancial facilities that we’ve set up…We’re
looking forward to producing or executive producing projects going forward.”

When pressed about complaints that script payments have been late, Ellender reiterated that Sonar is “well-
capitalized” and added: “We will make our payments.”

A source close to the situation said the industry rumors sparked by the late writer payments were an embarrassment
to the company. Sonar has �nancing to draw on over the long term but the capital crunch came as Sonar leaders were
in the midst of a “strategic realignment” conversation with Catalyst. It’s also understood that Sonar has been shopping
itself to larger production entities for a sale.

Sonar is the production out�t behind “Mr. Mercedes,” the Audience Network drama series that bowed its third season
on Tuesday. The show is expected to get a fourth season renewal from Audience. Ellender said the company is sorting
out creative issues on the show — adapted by David E. Kelley from the Stephen King novel series — but that �nancing
for a potential fourth season was not an issue. Sources said payments have been timely to creatives working on “Mr.
Mercedes” given the importance of the show to Sonar and the stature of Kelley and others. 

ADVERTISEMENT

Jordan Peele’s Monkeypaw Prods. set a �rst-look deal with Sonar in February 2017 but by June 2018 had moved to
Amazon Studios. Monkeypaw is producer of “The Hunt” and “Lorena.” “The Hunt” is a scripted drama that follows a
group of Nazi hunters in 1970s New York that counts Al Pacino among its cast. The series is currently in production
and no premiere date has been publicly announced. “Lorena,” which bowed in February, is a four-part docuseries that
took a deep dive into the case of Lorena Bobbitt, who made international headlines when she cut off her husband’s
penis while he slept in 1993.

A source at another production banner that had a �rst-look deal with Sonar said that one reason they left is the fact
that the company seemed to be dealing with signi�cant �nancial constraints. The source noted that it was no secret
that Sonar has been “desperately” looking for a buyer.
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Ellender emphasized that some activities at Sonar have been in �ux because of the management transition. He’s been
with Sonar since 2016 and was formerly president of global distribution and co-productions. Ellender succeeded Tom
Lesinski, the former Paramount and Legendary Pictures alum who headed Sonar for a little more than three years.

BBC alum Matt Loze joined Sonar in July as head of development. Jenna Santoianni, Sonar’s executive vice president
of television series, left in March to become head of development at Paramount Television. Cory Lanier, Sonar’s vice
president of television series and digital, has left the company for an executive role at the Russian production
company Sreda. Ellender con�rmed Lanier’s exit, saying “In these times of change, Cory left the company. He’s been
great to Sonar but we wish him every success as he grows and moves on.”

Other shows produced by Sonar to date are AMC’s adaptation of the novel “The Son,” and the MTV/Spike series “The
Shannara Chronicles” among others. “Taboo” debuted to solid reviews in 2017 and was subsequently renewed, but
there has been no word since about when the next season will air. “The Son” aired two poorly-reviewed seasons on
Saturday nights on AMC, while “Shannara” aired one season on MTV before being shuttled to Spike TV (now
Paramount Network) for season two before being canceled.

Sonar was also set to produce a series adaptation of the “Mysterious Benedict Society” YA books by Trenton Lee
Stewart for Hulu. Staf�ng for the show’s writers’ room began in March and continued into May, but sources say that
they received word in August that Sonar was no longer going to spearhead production, with Disney’s 20th Century Fox
TV currently in negotiations to serve as the studio on the show. Sonar will remain an executive producer on the series.

Sonar was launched in 2012 on the back of Robert Halmi’s RHI Entertainment, after RHI went through a bankruptcy
proceeding and his son Robert Halmi Jr. was pushed out as CEO. Sonar was bankrolled in part by TPG, the parent
company of CAA, with help from the CAA-af�liated Evolution Media Capital. But TPG, CAA and Evolution are no longer
closely involved with the company.

Sonar was designed to generate a healthy cash �ow to support production �nancing from the Halmi library of about
3,000 hours of programming. Robert Halmi Sr. was known for his splashy globe-trotting miniseries and TV movie
productions, done on a budget but with a particular Halmi gloss.

Ellender disputed speculation that the Halmi library content has failed to generate as much revenue as Sonar initially
projected. He said investors have been happy with the returns they have seen from the library and that it sells well
both in the U.S. market on cable and streaming platforms, as well as internationally.

“We think that is going to continue, particularly with the growth of AVOD here,” he said. “We’re seeing an uptick in
terms of where the library sits.”

—Cynthia Littleton contributed to this report.

Want to read more articles like this one? S U B S C R I B E  T O D AY

Sponsored Stories

945

968

https://subscribe.variety.com/site/vip-subscribe-choice/?utm_source=site&utm_medium=VAR_EndArticle&utm_campaign=DualShop


 1 

AMENDED & SUPPLEMENTAL INDEX  
DESCRIPTION  

 Amended 
TAB A Amended and Supplemental Whistleblower Document Submission – to 

Submission Number 16098-543-498 
Exhibit 13 IRISS RCMP Submission August 30 2019  
Exhibit 14 James Riley October 27, 2020 Cross Examination – Sworn testimony 32 

million dollar yield enhancement was Horizontal Well Drillers 
Exhibit 15 Horizontal Well Drillers PRODUCTION LLC __ Delaware (US) __ Open 

Corporates  
Exhibit 17 PDSVA – Venezuela Signs Memorandum of Understanding to Increase 

Oil Production July 15, 2017 
Exhibit 21  Callidus vs Craig Boyer Statement of Defence and Counterclaim  
Exhibit 23  Globe investigation of Davie shipyard finds complex web of ownership, 

financing - The Globe and Mail April 29, 2017 
Exhibit 26 Newton Glassman's Gateway Casino deal offers little windfall for 

Catalyst Capital Financial Post January 16, 2020 Full Article 
 Supplemental Additions 

Exhibit 7B CALLIDUS CAPITAL (TSE-CBL) Share News Releases 
Exhibit 15B An Oklahoma oil company's deal in Venezuela raises questions November 

10, 2017 
Exhibit 17B  Transcript of Callidus Final Shareholder Meeting as a Public Company July 

2019 
Exhibit 18B Callidus Capital Announces Departure of President and Chief Operating 

Officer September 26, 2019 
Exhibit 32B Distressed Gateway - New realities make Kingsway project unworkable _ 

Sudbury Star 
Exhibit 32C Gateway Casino donation to the B.C. Liberal Party between 2015-2017  

Global News July 6, 2018 
Exhibit 43B  Warnings ignored_ Investigator fired after raising concerns about casino 

money laundering _ CTV News 
Exhibit 46  Newton glassman _ Latest news, Breaking news headlines _ Scoopnest 

 
 
 

 

1946

969



 2 

ORIGINAL INDEX 
TAB DESCRIPTION  
A Whistleblower Submission to Securities and Exchange Commission 

(“SEC”) 
Exhibit 1 List of Catalyst Investors 

Exhibit 2A Ontario Securities Commission (“OSC”) Refilings and Errors List.  
Exhibit 2B OSC Communications 

Exhibit 3 Callidus Capital Q2 2016 Earnings Call Transcript 
     Exhibit 4 Veritas Report Excerpts Page 10 & Page 27 

Exhibit 5 Callidus Events Chart (shares timeline) 
Exhibit 6 SEDI Trading Report  
Exhibit 7 SEDAR on December 14, 2015  
Exhibit 8 Schedule B of Circular - 2016 National Bank Letter  

   Exhibit 9 The Braslyn News Release January 4, 2016  
Exhibit 10 Berkley Capital Management December 11, 2015  

  Exhibit 11 Callidus shares tumble after Reuters report on Catalyst valuations _ 
Reuters March 26, 2018  

Exhibit 12 Forensic Restitution - Summary of Yield Enhancements 
Exhibit 13  IRISS Report August 30, 2019 
Exhibit 14 James Riley October 27, 2020 Cross Examination – Sworn testimony 32 

million dollar yield enhancement was Horizontal Well Drillers 
Exhibit 15 An Oklahoma oil company's deal in Venezuela raises questions 

November 10, 2017 
Exhibit 16 Little known Driller Dives Into Perilous Venezuelan Oil Market August 

13, 2017 
Exhibit 17 PDVSA Readies One of World’s Largest Oil Drilling Projects September 

21, 2016 
Exhibit 18 Bribery, Corruption and PDVSA WSJ Guilty Plea Entered in PDVSA 

Corruption Investigation – WSJ August 20, 2020 
Exhibit 19 MD&A and interims – signed interim financial statements by CEO & 

CFO certificate  
Exhibit 20 Callidus shares tumble after Reuters report on Catalyst valuations _ 

Reuters March 26, 2018 
Exhibit 21 Craig Boyer vs Callidus Statement of Claim 
Exhibit 22 Sinclair Range Selected as Project Lead Private Partnership – Sinclair 

Range Inc December 22, 2016 
Exhibit 23 Globe investigation of Davie shipyard finds complex web of ownership, 

financing - The Globe and Mail April 29, 2017 

2947

970



 3 

Exhibit 24 Callidus Draws OSC Scrutiny On Its $200-Million Casino Game Play 
April 29, 2017 

Exhibit 25 C. & C. Wood Products Ltd _ Insolvency Insider June 5, 2020 
Exhibit 26 Newton Glassman's Gateway Casino deal offers little windfall for 

Catalyst Capital Financial Post January 16, 2020 
Exhibit 27 Black North Board 
Exhibit 28 Sick Kids Hospital Annual Report 2015-2016 page 23 & 24 
Exhibit 29 OSC IAP tempers support for Ontario task force proposals, Wealth 

Professional September 8, 2020 
Exhibit 30 It’s time for legislators to crack down on abusive short-selling - The 

Globe and Mail January 18, 2019 
Exhibit 31 Brooke Shulman LinkedIn profile  
Exhibit 32 Ava Yaskiel, Associate Deputy Minister - Canada.ca 
Exhibit 33 Baumann’s 3 Letters to University’s 
Exhibit 34 Missouri State Employee Retirement System Statement of Claim  
Exhibit 35 Callidus shares tumble after Reuters report on Catalyst valuations March 

26, 2018 
Exhibit 36 Glassman’s Catalyst Says Third Fund Dropped More Than 60% - BNN 

Bloomberg May 14, 2020 
Exhibit 37 First appearance of COVID 19 in the U.S. was after the date of the 

downward revisions May 15, 2020 
Exhibit 38 The Judge, the sting, Black Cube and Me by Christie 

Blatchford  November 25, 2017 
Exhibit 39 Affidavit of Christie Blatchford  May 21, 2019 
Exhibit 40 Black Cube – Private Mossad for Hire Inside an effort to influence 

American elections, starting with one small-town race. February 11, 2019 
Exhibit 41 Kevin Baumann’s Amended Counterclaim and Endorsements 
Exhibit 42 Catalyst-Backed Gateway Casinos Is Said to Explore Sale or IPO - 

Bloomberg Scott Deveau September 8, 2017 
https://www.bloombergquint.com/business/2017/09/08/catalyst-backed-
gateway-casino-is-said-to-work-on-sale-or-ipo 

Exhibit 43 MP blasts PM over $200M loan to 'failing' Casino Rama operator – 
Orillia Matters October 8, 2020 

Exhibit 44 Private equity star's picks shine, until cash-out time -Valuation of 
Advantage Rent A Car  March 23, 2018 

Exhibit 45 Sonar Entertainment Faces Cash-Flow Crisis, Exec Exodus – Variety 
September 13, 2019 

 

3948

971



 4 

NEW INDEX 
TAB DESCRIPTION  
A Amended and Supplemental Whistleblower Document Submission – to 

Submission Number 16098-543-498 
Exhibit 1 List of Catalyst Investors 

Exhibit 2A Ontario Securities Commission (“OSC”) Refilings and Errors List.  
Exhibit 2B OSC Communications 

Exhibit 3 Callidus Capital Q2 2016 Earnings Call Transcript 
     Exhibit 4 Veritas Report Excerpts Page 10 & Page 27 

Exhibit 5 Callidus Events Chart (shares timeline) 
Exhibit 6 SEDI Trading Report  
Exhibit 7 SEDAR on December 14, 2015  

Exhibit 7B CALLIDUS CAPITAL (TSE-CBL) Share News Releases 
Exhibit 8 Schedule B of Circular - 2016 National Bank Letter  

   Exhibit 9 The Braslyn News Release January 4, 2016  
Exhibit 10 Berkley Capital Management December 11, 2015  

  Exhibit 11 Callidus shares tumble after Reuters report on Catalyst valuations _ 
Reuters March 26, 2018  

Exhibit 12 Forensic Restitution - Summary of Yield Enhancements 
Exhibit 13  IRISS RCMP Submission August 30 2019 
Exhibit 14 James Riley October 27, 2020 Cross Examination – Sworn testimony 32 

million dollar yield enhancement was Horizontal Well Drillers 
Exhibit 15 Horizontal Well Drillers PRODUCTION LLC __ Delaware (US) __ Open 

Corporates 
Exhibit 15B An Oklahoma oil company's deal in Venezuela raises questions 

November 10, 2017 
Exhibit 16 Little known Driller Dives Into Perilous Venezuelan Oil Market August 

13, 2017 
Exhibit 17 PDSVA – Venezuela Signs Memorandum of Understanding to Increase 

Oil Production July 15, 2017 
Exhibit 17B Transcript of Callidus Final Shareholder Meeting as a Public Company 

July 2019 
Exhibit 18 Bribery, Corruption and PDVSA WSJ Guilty Plea Entered in PDVSA 

Corruption Investigation – WSJ August 20, 2020 
Exhibit 18B Callidus Capital Announces Departure of President and Chief Operating 

Officer September 26, 2019 
Exhibit 19 MD&A and interims – signed interim financial statements by CEO & 

CFO certificate  

4949

972



 5 

Exhibit 20 Callidus shares tumble after Reuters report on Catalyst valuations _ 
Reuters March 26, 2018 

Exhibit 21 Callidus vs Craig Boyer Statement of Defence and Counterclaim 
Exhibit 22 Sinclair Range Selected as Project Lead Private Partnership – Sinclair 

Range Inc December 22, 2016 
Exhibit 23 Globe investigation of Davie shipyard finds complex web of ownership, 

financing - The Globe and Mail April 29, 2017 
Exhibit 24 Callidus Draws OSC Scrutiny On Its $200-Million Casino Game Play 

April 29, 2017 
Exhibit 25 C. & C. Wood Products Ltd _ Insolvency Insider June 5, 2020 
Exhibit 26 Newton Glassman's Gateway Casino deal offers little windfall for 

Catalyst Capital Financial Post January 16, 2020 
Exhibit 27 Black North Board 
Exhibit 28 Sick Kids Hospital Annual Report 2015-2016 page 23 & 24 
Exhibit 29 OSC IAP tempers support for Ontario task force proposals, Wealth 

Professional September 8, 2020 
Exhibit 30 It’s time for legislators to crack down on abusive short-selling - The 

Globe and Mail January 18, 2019 
Exhibit 31 Brooke Shulman LinkedIn profile  
Exhibit 32 Ava Yaskiel, Associate Deputy Minister - Canada.ca 

Exhibit 32B Distressed Gateway - New realities make Kingsway project unworkable _ 
Sudbury Star 

Exhibit 32C Gateway Casino donation to the B.C. Liberal Party between 2015-2017  
Global News July 6, 2018 

Exhibit 33 Baumann’s 3 Letters to University’s 
Exhibit 34 Missouri State Employee Retirement System Statement of Claim  
Exhibit 35 Callidus shares tumble after Reuters report on Catalyst valuations March 

26, 2018 
Exhibit 36 Glassman’s Catalyst Says Third Fund Dropped More Than 60% - BNN 

Bloomberg May 14, 2020 
Exhibit 37 First appearance of COVID 19 in the U.S. was after the date of the 

downward revisions May 15, 2020 
Exhibit 38 The Judge, the sting, Black Cube and Me by Christie 

Blatchford  November 25, 2017 
Exhibit 39 Affidavit of Christie Blatchford  May 21, 2019 
Exhibit 40 Black Cube – Private Mossad for Hire Inside an effort to influence 

American elections, starting with one small-town race. February 11, 2019 
Exhibit 41 Kevin Baumann’s Amended Counterclaim and Endorsements 

5950

973



 6 

Exhibit 42 Catalyst-Backed Gateway Casinos Is Said to Explore Sale or IPO - 
Bloomberg Scott Deveau September 8, 2017 
https://www.bloombergquint.com/business/2017/09/08/catalyst-backed-
gateway-casino-is-said-to-work-on-sale-or-ipo 

Exhibit 43  MP blasts PM over $200M loan to 'failing' Casino Rama operator – 
Orillia Matters October 8, 2020  

Exhibit 43B Warnings ignored_ Investigator fired after raising concerns about casino 
money laundering _ CTV  News 

Exhibit 44 Private equity star's picks shine, until cash-out time -Valuation of 
Advantage Rent A Car  March 23, 2018 

Exhibit 45 Sonar Entertainment Faces Cash-Flow Crisis, Exec Exodus – Variety 
September 13, 2019 

Exhibit 46 Newton glassman _ Latest news, Breaking news headlines _ Scoopnest 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

6951

974



 7 

TAB A 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

7952

975



 8 

Amended and Supplemental Whistleblower Document Submission – to 
Submission Number 16098-543-498 

 
An amended and supplementary submission is being filed due to the misplacement of 

Exhibits 13, 14, 15, 17, 21, 23, and 26 as well as inclusion of a further certified transcript of 

Callidus’ final shareholder meeting as a public company (Exhibit 17B). Also included is 

additional research. (Exhibit 7B, 15B, 17B, 18B, 32B, 32C, 43B and 46).  The whistleblower 

has also corrected some typing errors. 

 

The whistleblower is one of the victims to what he believes is one of Canada’s largest 

accounting and securities frauds and a very large U.S. accounting and securities frauds 

conducted on multiple parties including Canadian and U.S. based pension funds, 

endowments and universities.  

 

The whistleblower has compiled public information supporting a conclusion that a large scale 

fraud has been perpetrated and is currently ongoing against capital market participants 

including pension funds, investors, endowments, and family offices in Canada and the United 

States. Some of these Canadian and U.S. investors of the Canadian private equity fund 

(“Catalyst Capital Group” or “Catalyst”) and its affiliated companies are listed. 1 

 

The whistleblower has prepared this report because he believes that there is a substantial 

public interest in bringing it to the SEC’s attention as most of the Catalyst investors are 

                                                        
1 Exhibit 1 List of Some Catalyst Investors 
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custodians of public money held and invested on behalf of teachers, nurses, members of the 

judiciary, policemen and many other public service members.  

 

The private equity fund, Catalyst, has raised approximately 4-5 billion dollars, predominantly 

in the United States and Canada. Catalyst is the majority owner of its former publicly traded 

lending arm, Callidus Capital Corporation Ltd (“Callidus”), which has been the subject of 

continuous disclosure reviews and placed on the Ontario Securities Commission (“OSC”) 

Refilings and Errors List for three years. 2 Catalyst is an investment advisor on behalf of the 

Catalyst Funds. 

 

The whistleblower believes that the extent of the alleged frauds are a minimum of 400 

million and could exceed billions of dollars as Catalyst has raised in excess of 5 billion 

dollars, in what appears to be a multi-faceted complex fraud. 

 

About Kevin Baumann 

The whistleblower, Kevin Baumann has 40 years of experience within Canada’s drilling, 

trucking and waste management industries. 

 

The whistleblower is a former Callidus Capital borrower and victim of what he believes to 

be fraud relating to a loan from Callidus to his former company,  Alken Basin Drilling Ltd 

(“Alken”). From available evidence during the term of my Callidus loan and the subsequent 

                                                        
2 Exhibit 2 Ontario Securities Commission (“OSC”) Refilings and Errors List 
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years, Callidus and its principals exerted extreme oppression in order for Alken to default on 

the Callidus loan and claim a  so called “yield enhancement”.   

 

Callidus oppressed borrowers firms and arbitrarily withheld contracted funding in order to 

take over their businesses or assets. This was done in an attempt to obtain borrowers’ equity 

or achieve equity-like returns. Glassman stated  that Callidus’ objective  was to obtain equity 

like returns. Unfortunately, by oppressing Callidus borrowers, multiple borrower suppliers 

were harmed thereby destroying borrowers equity value and reputations, in essence 

destroying  those businesses.  

 

Callidus attempted to place its own Chief Restructuring Officers into the majority of 

borrowers’ businesses. In most cases, Callidus had very little experience and the CROs knew 

very little regarding the intricacies of the borrowers’ businesses. These businesses also relied 

heavily on supplier relationships which were affected in this process. It is for these reasons 

that most Callidus borrowers’ businesses were destroyed at Callidus’ own hands. David 

Reese (then Callidus President /COO and member of the Credit Committee), confirmed at 

the last shareholder meeting as a public company that all their remaining nine loans were 

impaired and that recovery of their loans to businesses that they seized or assets controlled 

was unlikely. (See Exhibit 17B). Callidus had claimed that yield enhancements were claimed 

on the majority of its loan book. 

 

In total, Callidus via its disclosure within earnings call transcripts and MD & A’s, reported 

in excess of 300 million dollars of  “unrecognized yield enhancements” that Callidus claimed 
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it had obtained from multiple borrowers. Not only did the fabricated yield enhancements 

provide a perception that Callidus was profitable, the yield enhancements would have 

benefited the various Catalyst funds as these funds are or were the majority owners of 

Callidus.  

 

The whistleblower, like many parties, lodged complaints with the OSC maintaining that the 

Catalyst/Callidus’ yield enhancement scheme was fraudulent and an attempt to deceive the 

capital markets including Catalyst investors.   

 

Callidus inappropriately utilized the issuer bid process to artificially boost the share price of 

Callidus, which in turn artificially boosted the performance of the Catalyst Funds, which 

were invested in Callidus. The substantial issuer bid was also used to personally enrich 

insiders and associates of Callidus who were trading shares of Callidus whilst in possession 

of material non-public information at the expense of utilizing Catalyst LP money for the 

substantial issuer bid and Catalyst Guarantee.  

 

Yield Enhancements – A Non-IFRS tool to inflate values and performance and hide 

loan losses 

In the Q2 2016 earnings call transcript page 4, Newton Glassman (“Glassman”) states that 

“Yield enhancements are unequivocally and undeniably a fundamental, ongoing, 

repeating part of the business for a company such as Callidus.3 It is therefore a key part 

                                                        
3 Exhibit 3 Callidus Capital Q2 2016 Earnings Call Transcript 
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of normal operations, albeit they can be lumpy.”  Glassman further states on page 4 that 

“These have been internally valued, according to IFRS and with third parties” On page 

10 Glassman states, “The value is not determined by us. The value is actually determined 

in conjunction with third-parties outside of the firm and then reviewed with the auditors.” 

 

This was deceptive, as this information which was disseminated to the public regarding 

Callidus’ performance as only approximately 10 million dollars of the 300 million dollars’ 

worth of yield enhancements materialized and were included by the auditors within the year-

end financial statements in 2016 and subsequent years.  

 

Yield Enhancements and Its Effect on Catalyst and Callidus 

Given that Callidus was one of the largest portfolio companies of the various Catalyst Funds, 

Catalyst Funds’ performance was directly correlated to the performance of Callidus. The 

unrecognized yield enhancements claimed by Callidus directly and artificially boosted  the 

Catalyst Funds’ performance and allowed for greater management fees by the funds’ 

manager, Catalyst. 

 

Conflicts of Interest - Relationship between Newton Glassman, James Riley, Catalyst 

and Callidus 

Newton Glassman (“Glassman”) is the Founder and Managing Partner of the Catalyst Capital 

Group. Glassman was the CEO of Callidus (until 2019) and Chair of the Credit Committee.  

James Riley (“Riley”) was COO of Catalyst Capital Group (until 2020) and an Officer of 

Callidus and a member of the credit committee of Callidus. 
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Glassman and Riley signed a management agreement whereby on behalf of Catalyst they 

would provide management services to Callidus for a nominal fee.  

 

Catalyst was the majority owner and controlled Callidus. Catalyst had a carried interest in 

investments that the Catalyst Funds made. Catalyst Capital Group was predominately 

controlled by Glassman.  

 

In essence, the decisions of one essentially were the decisions of the other, Glassman and 

Riley were the controlling minds of both entities. 

 

Veritas Report on Impaired Loans – early exposing of impaired loan book  

Attached is a report by Veritas, an independent research company in Canada, which 

highlighted what it found were undisclosed material impairments of loans within Callidus. 4 

This analysis conflicted with the public statements and disclosure of Callidus that all loans 

where performing. 

 

Glassman’s firms were painting a pretty picture of their loan performance and were utilizing 

a substantial issuer bid to artificially inflate the share price of Callidus and to steer the market 

away from the deteriorating loan book of Callidus. “Upon the Wall Street Journal 

                                                        
4 Exhibit 4 Veritas Report Excerpts Page 10 & 27 
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investigating the conduct, Callidus’ share price dropped although the retracing was less than 

the share price increase which resulted from the orchestrated substantial issuer bid price. 5   

 

Insider Trading – Material Non-Public Information 

In 2015, Callidus sought, and Catalyst advanced, an additional 50 million dollars to Callidus 

in order to conduct a substantial issuer bid. This was in addition to a 200,000,000 line of 

credit from Catalyst to Callidus. The trading activities of insiders around the time of the 

substantial issuer bid is alarming. According to the SEDI trading report, Glassman purchased 

for himself an additional 3.8 million dollars’ worth of shares at the Callidus trading lows on 

December 14th and 15th 2015. 6 A news release which was titled Callidus Announces 

Dividend was published on SEDAR on December 14, whereby buried within the news 

release Catalyst encourages Callidus to consider a substantial issuer bid. 7 That is akin to 

Riley and Glassman encouraging Riley and Glassman to undertake a substantial issuer bid.  

 

The whistleblower cannot locate a news release that was widely disseminated for investors 

consideration in order to have sufficient time to act on the information. In fact, this was the 

only news release out of all the news releases from Callidus that was not disseminated widely 

through a news service, but only filed on SEDAR where most people do not look. 7B Other 

insiders and associates such as Berkley Capital Management and Braslyn companies, which 

are owned by Joe Lewis, Glassman’s friend and neighbour in the Bahamas, Tibor Donath, 

                                                        
5 Exhibit 5 Callidus Events Chart (shares timeline) 
6 Exhibit 6 SEDI Trading Report  
7 Exhibit 7 SEDAR on December 14, 2015 
7B Exhibit 7B CALLIDUS CAPITAL (TSE-CBL) Share News Releases 
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David Reese, James Riley, and David Sutin were all buying around that time in 

anticipation of a material increase in the share price resulting from the substantial issuer bid 

which the parties set. Stock options were also issued around that time to insiders. The 

following is an excerpt from page 27 of the Substantial Issuers Bid Circular.   “On December 

18, 2015, the board met to discuss, among other things, the merits of pursuing a substantial 

issuer bid and the terms on which such a bid might be made during its deliberations, the 

Board considered a number of relevant factors including the trading price of the Shares, 

the potential uses for the Corporation’s available cash resources and the impact of similar 

issuer bids on the trading price of the shares of comparable companies.”  

 

National Bank Letter  “Schedule B of Circular” Page 4 – On SEDAR April 22, 2016 

National Bank Letter 8 

“National Bank Financial Inc. (“National Bank Financial” “NBF”, “we” or “us”) 

understands that Callidus Capital Corporation (“Callidus” or the “Company”) intends to 

initiate a substantial issuer bid (the “SIB”) whereby Callidus will offer the purchase for 

cancellation up to 3,571,428 common shares of the Company (the “Shares”) at a purchase 

price of $14 per Share (the “Purchase Price”) for an aggregate purchase price not to 

exceed $50 million (the “Offer”). The board of Directors of Callidus (the “Board”) has 

retained NBF to prepare a formal valuation (the “Formal Valuation”) of the Shares in 

connection with the Offer. The Board has received an opinion from NBF that (i) a liquid 

market exists for the shares as at March 29, 2016 and (ii) it is reasonable to conclude that, 

following the completion of the Offer, there will be a market for holders of the shares who 

                                                        
8 Exhibit 8 Schedule B of Circular - 2016 National Bank Letter  
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do not tender to the Offer that is not materially less liquid than the market that existed at 

the time of the making of the Offer (the “Liquidity Opinion”). We understand that:  

 

This Formal Valuation is subject to the assumptions, explanations and limitations set forth 

below. NBF has relied upon, and has assumed the completeness, accuracy and fair 

presentation of all financial and other information, data, advice, opinions and 

representation obtained by it from public sources or provided by the Company or its 

officers, associates, affiliates, consultants, advisors and representatives (collectively, the 

“information”). 

Glassman says the National bank valuation is conservative and does not fully take into 

account the yield enhancements.9 10 

 

Horizontal Well Drillers – Web of Deception – Yield Enhancements 

It has always been the whistleblower’s position and Callidus has confirmed that its business 

was substantially based on yield enhancements. 11 12 13  

 

Callidus deceived the market and Catalyst LP’s in an amount exceeding 300 million dollars 

via misleading and deceptive earnings call transcripts, MD&A’s, interim filings and 

purported yield enhancement agreements with borrowers. An example: within the Q2 2016 

earnings call transcript page 9 an analyst with National Bank, Jaeme Gloyn, stated:  “Shifting 

                                                        
9 Exhibit 9 The Braslyn News release January 4 2016  
10 Exhibit 10 Berkley Capital Management Dec 11 2015  
11 Exhibit 11 Callidus shares tumble after Reuters report on Catalyst valuations _ Reuters March 26, 2018  
12 Exhibit 12 Forensic Restitution - Summary of Yield Enhancements 
13 Exhibit 13 IRISS RCMP Submission August 30 2019 
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gears to the yield enhancements and the CAD 32 million gain, can you just sort of 

elaborate on the size of the [ph] potential can, (24:52) the size of the original loan that 

those warrants are associated with? What's the value of shareholders' equity or percentage 

that that CAD 32 million would represent of the company? And then, maybe just some 

commentary on the industry or sector that those warrants are attached to. 

Glassman states, “Some of that, I answer. Some of it, we're not legally allowed to answer 

for a bunch of reasons. We will not tell you the size of the original loan. It is a loan that 

originally was troubled. We helped the company review their operations. They entered an 

additional and extra line of business, [ph] which makes their credit basically found. 

(25:46) They came 

to us and asked us if we would amend and help them with our facility to help them go in 

that business. It is a huge incremental increase in their business. They seemed to be 

executing well to extremely well. We are very supportive of them. They are a poster child 

of how we can help and why we would want to help a company that first was I trouble and 

then figures out a way to get out of trouble. Without our help, it would not have been able 

to go into this additional business, which is, in terms of revenue, billions of dollars for 

them potentially. At least, the first part of it is a couple of billion dollars or more.”  

 

“In addition, under the IFRS rules, we are required to recognize whether it's on the P&L 

or the balance sheet, the yield enhancements in the period in which it becomes obvious 

that that is available to us or that is the agreement with the party has been entered into. 

So, this quarter's yield enhancements disclosure actually incorporates in effect some 

things that have in the past been in our P&L, such as fees or revenue and other things that 
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have not, such as the option in this one situation and some other things that are on the 

balance sheet which have not in the past been included.” 

It is obvious from exhibits 15, 15B, 16 and 17 that there was no binding contract in effect if 

in fact the 32 million dollar yield enhancement was related to Horizontal Well Drillers. If a 

Yield enhancement was related to Alken/Altair, Baumann was deceived, and if it related to 

Horizontal the market and regulators were deceived. 

 

“This is a recurring and ongoing part of our business. It is a fundamental part of the 

business. It's critical to how we run the business. It will contribute. Albeit in a very lumpy 

way, in every period going forward, they will be revalued as required under IFRS on a 

quarterly basis. But as the book grows, as you can see, with almost 40% of our loans 

having some form of yield enhancements, one can easily understand that, as the book 

grows, so will yield enhancements and it requires valuation by TheStreet. 

 

So, right now, we don't think TheStreet is valuing either the restart of growth or the 

ongoing contributions of yield enchantments to the earnings stream and the earnings 

power of the business. One approach, which was suggested to me, which I actually think 

is, at least, intellectually acceptable, albeit I don't believe it's the right way to do it, is that 

similar to the way public-private equity firms are valued, where they value the management 

fee at a higher ongoing multiple that they carry, it would be arguable that the income 

stream of normal income would be valued in our business at Callidus at a higher multiple 

than the ongoing value of yield enhancement. But it's very clear to me that a 1 multiple on 

that value is simply intellectually indefensible.  
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We've already exceeded essentially the valuation on a 1 multiple basis that National Bank 

included in their valuation in the SIB and even the most conservative approach, where 

there would be a lower multiple on yield enhancement to normal earning, would result in 

a multiple greater than 1. So, clearly, this is something that we're going to have to help 

TheStreet understand and TheStreet will decide how to value.”  

 

 From the whistleblower’s research and communications with Callidus borrowers, the 

whistleblower cannot confirm one party that entered into a yield enhancement agreement 

with Callidus as stated by Glassman. The whistleblower believes any agreements entered 

into between Callidus and borrowers were executed by Callidus-appointed CROs placed 

within the borrowers’ businesses. In addition, as what happened in ESCO Marine and 

possibly others, Callidus’ own CROs indemnified and released Callidus of all claims on 

behalf of the borrower’s business. 

 

As stated above within page 9 of the Q2 2016 earnings call transcript, Jaeme Gloyn an analyst 

at National Bank, questioned Glassman relating to a 32 million dollar yield enhancement. 

Glassman could not respond with the company or borrower name for which the yield 

enhancement was claimed although Callidus entered it into their interim financials and 

MD&A as income and which was not auditable. It has subsequently transpired and James 

Riley claims that the 32 million dollar yield enhancement claimed in the Q2 2016 earnings 

call and MD&A, related to a U.S. company which Callidus claimed was awarded a contract 

to drill for oil in Venezuela from the state owned oil company PDVSA.  Riley maintains and 
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swore under oath that the U.S  company was Horizontal Well Drillers. 14 15 15B No binding 

contract with PDVSA existed. 

 

From the articles, a drilling contract for PDVSA was never concluded or in effect at the time 

of Glassman’s assertion or at the time of inclusion of the yield enhancement within the 

unaudited quarterly financial statements and MD&A for the period ending June 2016.  

 

An excerpt from oilprice.com:  “Commenting for Bloomberg on Horizontal Well Drillers’ 

venture into this chaos, Barclays energy analyst J. David Anderson said: “It’s just 

screaming of country risk…Every company that we witnessed going into Venezuela over 

the last10 years has come out bloodied and dragging themselves out by the fingernails. 

Even the big guys have struggled in recent years. It is a perilous market, to say the least. 

”While Horizontal Well Drillers is gung ho to do business in this perilous market, Repsol 

has recently pulled all of its foreign workers from Venezuela, Statoil has pulled out its 

expatriate staff. Chevron and Total SA have withdrawn some employees as well, according 

to Bloomberg. Related: This $65 Billion Oil Opportunity Will Never Be Tapped Oilfield 

services groups took impairments on Venezuelan business in Q2, although none of them 

specifically named PDVSA when referring to the impairments—instead, they referred to 

PDVSA only as a “primary customer in Venezuela”. Halliburton recognized a pretax 

                                                        
14 Exhibit 14 James Riley October 27, 2020 Cross Examination – Sworn testimony 32 million dollar yield   
    enhancement was Horizontal Well Drillers 
15 Exhibit 15 Horizontal Well Drillers PRODUCTION LLC __ Delaware (US) __ Open Corporates 
15B Exhibit 15B An Oklahoma oil company's deal in Venezuela raises questions November 10, 2017 
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charge of US$262 million on a promissory note from “our primary customer in 

Venezuela”. 

 

Schlumberger recorded US$510 million of pretax charges, stating that “the vast majority 

of this amount relates to a financing agreement that Schlumberger entered into with its 

primary customer in Venezuela.” 

Weatherford International modified its revenue recognition from its largest customer in 

Venezuela, and the impact of this change on the second quarter reduced revenue and 

increased operating loss by US$42 million and reduced net income by US$35 million. 

Even the big guys are booking charges on their Venezuelan oil business and with dealing 

with state firm PDVSA. Small U.S. firm Horizontal Well Drillers may be diving headfirst 

into dangerous waters with a lot of undercurrents.” 16 

 

Horizontal said it had a masters services agreement to supply tools with Haliburton. The non-

existence of a binding contract was also evidenced in a news release directly from PDVSA. 

(See Exhibit 17) David Reese, stated that equipment earmarked for Venezuela never left the 

U.S., therefore where did all the money go?   

 

A non-binding MOU was only signed on July 15, 2017. This would confirm a material 

misrepresentation by Callidus’ that an agreement was in effect. 17 As the yield enhancement 

of 32 million was reported on August 12, 2016 within Callidus’ earning call. The yield 

                                                        
16 Exhibit 16 Little known Driller Dives Into Perilous Venezuelan Oil Market August 13, 2017 
17 Exhibit 17 PDVSA - Venezuela Signs Memorandum of Understanding To Increase Oil Production July 15, 2017 
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enhancement was subsequently written down and did not make its way into the audited 

financial statements for 2016. It was also at this time that PDVSA was mired in bribery and 

corruption scandals. 17B 18 From the whistleblower’s drilling experience and research, there 

is no reasonable explanation why Horizontal’s loan should have been anywhere near 200 

million dollars. At best Horizontal’s assets on manufacture, were worth far less than 100 

million dollars, Horizontal’s equipment was auctioned on January 14, 2020 in Oklahoma for 

approximately 10 million dollars.  The whistleblower highly suspects improprieties and 

discrepancies in the true loan amount advanced to Horizontal. David Reese was summarily 

terminated on September 26, 2019. 18B It is the whistleblower’s position that the relevant 

authorities should examine and confirm whether Horizontal in fact had audited financial 

statements as it was a condition to loans that all Callidus borrowers have audited financial 

statements. The trail of funds can only be determined by a fulsome accounting of Callidus, 

Horizontal, HWD Production LLC, Todd Swanson (then CEO of Horizontal), Scott Sinclair 

(CRO of Alken and President of Altair), Craig Boyer, Newton Glassman,  and James Riley. 

It should be noted that once Callidus gained control of the whistleblower’s business, Alken, 

all forms of independent financial statements were no longer continued at Callidus’ CRO 

Scott Sinclair’s demand.   

 

It should be noted that the CFO certified the Callidus interim financial statements as true and 

correct after conducting due diligence. 19  

                                                        
17B Exhibit 17B Transcript of Callidus Final Shareholder Meeting as a Public Company July 2019 
18 Exhibit 18 Bribery, Corruption and PDVSA WSJ Guilty Plea Entered in PDVSA Corruption Investigation – WSJ  
    August 20, 2020 
18B Exhibit 18B Callidus Capital Announces Departure of President and Chief Operating Officer September 26, 2019 
19 Exhibit 20 MD&A and interims – signed interim financial statements by CEO & CFO certificate 
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Again, the inappropriate use and financial accounting manipulation by Callidus directly 

impacted Catalyst Funds’ performance and its stakeholders, mostly Canadian and U.S. 

pension funds and endowments.  

 

Reuters Article and National Banks Comment 

Reuters investigative reporters,  reported on March 26, 2018 raised questions about 

valuations that parent company Catalyst Capital Group Inc. assigned to some of its portfolio 

companies in the Catalyst Funds. 20 National Bank appeared to disbelieve the information 

provided to by Callidus management and Glassman as a National Bank analyst stated: “We 

believe recent performance materially impacts both the probability and the valuation of a 

privatization transaction.”   This date is relevant in that Callidus unveiled large loan losses 

after the OSC stopped Callidus from reporting unrecognized yield enhancements thereby 

compelling Callidus to report its true state of earnings. As a result, the value of Callidus as a 

major holding in the Catalyst funds declined significantly because the hype and 

misrepresentation as to unrecognized yield enhancements was extinguished. Thereafter 

Callidus reported 10 consecutive quarterly losses including 460 million dollars on two loans, 

wiping out its entire shareholders equity.  Callidus continued to experience difficulties with 

its loan book.   

 

Callidus Admits Fraud 

Craig Boyer, a Callidus vice president and chief underwriter and the account manager for the 

whistleblower’s business Alken, was sued by Callidus alleging fraudulent conduct, 

                                                        
20 Exhibit 20 Callidus shares tumble after Reuters report on Catalyst valuations Reuters March 26, 2018 
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accounting manipulation and loan mismanagement in at least three loans, and forgery 

relating to the Horizontal loan. 21  

 

Suspected Violations of Foreign Corrupt Practices Act FCPA and CFPOA  

Given that PDVSA was mired in extensive bribery and corruption at the time and together 

with the attempted opening of a Deutsche bank account by Callidus’ representative, Craig 

Boyer and Callidus management for the whistleblower’s business Alken Basin Drilling Ltd., 

it would be important for the appropriate authorities to explore any breach of the FCPA and 

CFPOA.  It is also unlikely that a company facing a controlled receivership would be able to 

obtain a multibillion dollar contract in Egypt, or a struggling driller in Oklahoma to obtain a 

billion dollar contract  in Venezuela without possible bribes. The whistleblower suspects the 

32 million dollar yield enhancement was related to Alken and a purported  Egypt  contract, 

although Callidus states that it related to Horizontal Well Drillers. 22 It would not be the first 

time that Callidus and Glassman’s firms had been referenced in potential corruptive 

contracts. 23  

 

It would be recommended that appropriate authorities examine and inspect the books and 

records of Callidus, Horizontal Well Drillers, HWD Production LLC, Alken Basin Drilling 

Ltd., Altair Drilling and Water Services Ltd., Todd Swanson (then CEO of Horizontal) and 

Scott Sinclair (Callidus appointed CRO in Alken), which are all Callidus borrowers or 

subsidiaries and related parties. 

                                                        
21 Exhibit 21 Callidus vs Craig Boyer Statement of Defence and Counterclaim 
22 Exhibit 22 Sinclair Range Selected as Project Lead Private Partnership – Sinclair Range Inc December 22, 2016 
23 Exhibit 23 Globe investigation of Davie shipyard finds complex web of ownership, financing - April 29, 2017 
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Why Did The OSC Not Take Further Action?  

Throughout the whistleblower’s involvement with Catalyst/Callidus, he could never 

determine  that despite numerous complaints by the whistleblower and others to the OSC, 

why the OSC actions have been so limited, other than the placement of Callidus onto the 

OSC’s Errors ad Refilings list.   

 

There is apparent influence which the whistleblower believes may have been exerted upon 

the OSC.   

 

In spite of Callidus misrepresenting in excess of 300 million in unrecognized yield 

enhancements which were not capable of being audited, Callidus has not been held 

accountable for their misconduct. 24 This failed pump and dump scheme was not only an 

attempt to increase Callidus’ market capitalization at a time when Glassman was attempting 

to sell Callidus, it was also an attempt to artificially increase Catalyst Funds performance 

and value of a significant and fundamental portfolio asset through mark to market valuation 

distortion. This in effect  directly influenced and manipulated the performance of the Catalyst 

funds that were exposed to Callidus and was a deception on the Catalyst investors, which 

enabled Catalyst to draw inflated fees from its LPs. 25 It is believed that Catalyst was seeking 

to raise further funds from its limited partners for a new Catalyst fund. 26  

 

 

                                                        
24 Exhibit 24 Callidus Draws OSC Scrutiny On Its $200-Million Casino Game Play April 29, 2017 
25 Exhibit 25 C. & C. Wood Products Ltd _ Insolvency Insider June 5, 2020 
26 Exhibit 26 Newton Glassman's Gateway Casino deal offers little windfall for Catalyst Capital Financial Post  
   January 16, 2020 
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The OSC Conflict – Norton Rose 

In the early days of the whistleblower’s litigation with Callidus, Callidus put my firm through 

a controlled receivership. The whistleblower had a sole practitioner lawyer representing him. 

During this time, he was contacted by Walied Soliman and Alan Mersky from Norton Rose’s 

Toronto office. This unsolicited contact was a pitch to encourage him to move to their firm 

as they were aware that he was in litigation with Callidus. During the conversation they 

represented that they could assist the whistleblower as they understood the opposing party, 

and in fact mentioned to him that this party was extremely litigious and underhanded and 

that they claimed they would never represent them.  

 

The whistleblower relied on this claim and Norton Rose was retained and prepared a defence 

for him although Norton Rose ignored his concerns relating to what he believed to be 

Callidus’ fraudulent scheme of withholding funds in order to seize assets. The whistleblower 

was strongly discouraged from reporting misconduct to authorities. 

 

The whistleblower has subsequently learned that Norton Rose was representing Callidus in 

addition to several adverse Callidus borrowers. He also subsequently learned that Norton 

Rose represented Callidus with the Horizontal Well Driller’s loan relating to Venezuela. It 

has also come to his attention that James Riley is a former senior partner of Norton Rose’s 

predecessor firm (Ogilvy Renault).  
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OSC, Newton Glassman, Norton Rose Ties 

It is now known to the whistleblower that Glassman has possible influence within the OSC 

via Norton Rose. Walied Soliman, a recent Chairman of Norton Rose, is well known to 

Glassman as they sit on boards together. Glassman is a donor to the Toronto Sick Kids 

Hospital, where Walied Soliman is on the Board. 27 28 Walied Soliman also heads a taskforce 

at the OSC where he appears to be advancing proposals that would have the effect of 

protecting white collar criminals from appropriate investigations, under the advancement of 

an agenda to “clamp down on activist short selling”. 29 It is noteworthy that Glassman blames 

activist short selling for his business woes. It also appears that Soliman is driving an agenda 

for parties like Glassman and Catalyst whereby wrong doers would be protected by limiting 

disclosure and prosecution, the initiatives appear to be an agenda - driven façade under the 

guise of focusing its efforts against short sellers. 30 Recently it has become very common for 

wrongdoers, to claim that they have been subjected to an activist short selling or short and 

distort campaigns or conspiracy theories when their misconduct or fraud is exposed.  

 

There is an additional connection between Norton Rose and the OSC. Brooke Shulman was 

a former litigation counsel at the OSC until 2015. She joined Norton Rose as a regulatory 

lawyer in 2017, she is now director of regulatory compliance at Norton Rose. 31 In addition, 

Ava Yaskiel has joined Canada’s Department of Finance as Deputy Minister, Ms. Yaskiel is 

on loan from Norton Rose and is responsible for pandemic relief funds for businesses, 

                                                        
27 Exhibit 27 Black North Board 
28 Exhibit 28 Sick Kids Hospital Annual Report 2015-2016 page 23 & 24 
29 Exhibit 29 OSC IAP tempers support for Ontario task force proposals, Wealth Professional September 8, 2020 
30 Exhibit 30 It’s time for legislators to crack down on abusive short-selling - The Globe and Mail January 18, 2019 
31 Exhibit 31 Brooke Shulman LinkedIn profile  
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whereby Catalyst’s Gateway Casinos which has no open casinos at this point and is in 

distress has received 200 million dollars in government assistance. 32 The picture of Gateway 

Casinos financial condition is quite different to what Catalyst has reported to its LPs a short 

while before. 32B According to Elections B.C. Watchdog, Gateway Casinos had donated 

208,902 dollars to the B.C. Liberal Party between 2015-2017.  32C 

 

The whistleblower has written to Catalyst investors on three occasions to ensure that they 

were aware of the conduct of their partner. 33  

 

There is too much of a coincidence between the lack of action by the OSC, the discouraging 

of the whistleblower to approach regulators by Norton Rose, and the association of the 

foregoing parties for authorities  not to investigate matters. 

 

Why No Action? 

When it became evident to the whistleblower that rather than the OSC extensively 

investigating Callidus and Catalyst it appears Callidus and Catalyst are being protected from 

accountability within the OSC.   

 

Attached is a Statement of Claim from MOSERS, Missouri State Employee Retirement 

System, whereby concerns have been raised by one of Catalyst’s own LP’s. 34  

                                                        
32 Exhibit 32 Ava Yaskiel, Associate Deputy Minister - Canada.ca 
32B Exhibit 32B Distressed Gateway - New realities make Kingsway project unworkable _ Sudbury Star 
32C Exhibit 32C Gateway Casino donation to the B.C. Liberal Party between 2015-2017  Global News July 6, 2018 
33 Exhibit 33 Baumann’s 3 Letters to University’s 
34 Exhibit 34 Missouri State Employee Retirement System Statement of Claim 
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Catalyst Revalues Assets 

Attached hereto is an investigative report by Reuters examining the inappropriate valuations 

of the Catalyst portfolio assets. 35 The whistleblower was aware that other complaints have 

been made about the inappropriate valuations of Catalyst portfolio assets. It appears Catalyst 

has subsequently made revisions to its portfolio asset values. 36 What is interesting to note is 

that the downward revaluations were at a date prior to the advent of COVID 19 for the period 

ending December 31, 2019, yet  the statement by Mr. Gagnier, Catalysts’ spokesperson, is 

disingenuous in that he appears to blame COVID 19 for the dismal performance of portfolio 

companies and valuations. The first appearance of COVID 19 in the U.S. was after the date 

of the downward revisions. 37 

 

Sting on Judge And Involvement of Black Cube and PSY Group – Deplorable Conduct 

by Glassman and Agents  

Attached is a news article and an Affidavit of a respected late Canadian Journalist, Christie 

Blatchford, whereby Catalyst is described as having engaged Black Cube (an Israeli 

intelligence outfit comprised of former Mossad operatives and The  PSY Group) to conduct 

an unlawful sting on a retired Ontario Judge, who had previously ruled against Catalyst in 

prior litigation. 38 39 The prior litigation was valued as a potential large return and an 

anticipated waterfall of many hundreds of millions of dollars to Catalyst LP’s in its reporting 

letters to Catalyst LP’s. This litigation was subsequently dismissed directly from the bench 

                                                        
35 Exhibit 35 Callidus shares tumble after Reuters report on Catalyst valuations March 26, 2018 
36 Exhibit 36 Glassman’s Catalyst Says Third Fund Dropped More Than 60% - BNN Bloomberg May 14, 2020 
37 Exhibit 37 First appearance of COVID 19 in the U.S. was after the date of the downward revisions May 15, 2020 
38 Exhibit 38 The Judge, the sting, Black Cube and Me by Christie Blatchford  November 25, 2017 
39 Exhibit 39 Affidavit of Christie Blatchford  May 21, 2019 
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as an abuse of process. These spy outfits have been implicated in the meddling of U.S. 

elections. 40 Glassman and these entities were exposed in Canada and Israel, and Glassman 

and Catalyst have attempted to deflect their wrongdoing by suggesting that the respected 

Judge was biased and that their woes were a result of short and distort attacks. This false 

narrative is another agenda advanced to deflect from their own wrongdoing and business 

failures. The whistleblower has been a target of former spies from the Israeli State 

intelligence apparatus, the Mossad.  

 

As one of the vocal critics of Glassman’s Callidus and Catalyst misconduct and deception,  

the whistleblower believes this was done to intimidate him to stop exposing the harmful, 

wrongful and unlawful conduct of Glassman and his entities. 41  

 

Gateway Casinos – Another Distressed Portfolio Company of Catalyst Funds 

Despite a Bloomberg article citing unnamed insiders, Gateway Casinos purported to be going 

public at a value in excess of 2 billion dollars. 42 Only a few months later, Gateway Casinos 

failed in its efforts to go public on a U.S. Exchange and applied for Canadian government 

relief in the amount of 200 million dollars.  43 It is interesting to note that Catalyst tried to 

utilize the tax losses of another portfolio company, Natural Whole Foods, in the amount of 

approximately 150 million dollars for a tax benefit to Gateway Casinos. In fact, attached is 

                                                        
40 Exhibit 40 Black Cube – Private Mossad for Hire Inside an effort to influence American elections, starting with   
    one small-town race. February 11, 2019 
41 Exhibit 41 Kevin Baumann’s Amended Defence and Amended Defence and Counterclaim and Endorsement 
42 Exhibit 42 Catalyst-Backed Gateway Casinos Is Said to Explore Sale or IPO - Bloomberg Scott Deveau  
    September 8, 2017  
    https://www.bloombergquint.com/business/2017/09/08/catalyst-backed-gateway-casino-is-said-to- work-on-sale-
or-ipo  
43 Exhibit 43 MP blasts PM over $200M loan to 'failing' Casino Rama operator – Orillia Matters October 8, 202 
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an article from CTV News whereby an investigator was fired after raising concerns about 

money laundering at a Gateway Casino and the response from the company. 43B 

 

Advantage Rent a Car – another Failed asset of Catalyst funds 

It should be noted that the valuation of Advantage Rent A Car  claimed by  Catalyst, as 

described in the Reuters article, is suspect. Advantage Rent A Car  declared bankruptcy in 

the U.S. in May 2020 with liabilities substantially  exceeding assets. 44 

 

Sonar Entertainment - Another distressed asset of Catalyst  

Sonar Entertainment is another significant asset of Catalyst funds. According to an article in 

Variety Magazine, Sonar Entertainment is experiencing cash flow problems. 45 

 

Consecutive Losses - Take Private of Callidus 

After the OSC stopped Callidus from reporting using unrecognized yield enhancements, 

Callidus unveiled over 10 consecutive quarterly losses demonstrating its poor state of its loan 

book. Callidus has wiped out over 460 million dollars of shareholder equity by its own loan 

mismanagement  in just two loans (Horizontal Well Drillers and another loan) thereby 

reducing Callidus to a negative shareholder equity value. In the Take Private Circular of 

Callidus, an affidavit by David Sutin (a Director of Callidus) described the cause of the 

                                                        
43B Exhibit 43B Warnings ignored_ Investigator fired after raising concerns about casino money laundering _ CTV    
     News 
44 Exhibit 44 Private equity star's picks shine, until cash-out time -Valuation of Advantage Rent A Car  March 23,   
    2018 
45 Exhibit 45 Sonar Entertainment Faces Cash-Flow Crisis, Exec Exodus – Variety September 13, 2019 
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decline of Callidus as being Callidus’ own loan mismanagement. No mention was made of 

short sellers or vocal critics. 

 

Through James Riley it is now known that Callidus has been wound down and it appears the 

remains lie within Frontwell Capital Partners, a private company of which certain Catalyst 

Funds are the majority shareholders and Glassman, Riley and Lewis companies are minority 

shareholders. This private company is not subject to any reporting requirements like Callidus 

was. 46 

 

Additional Resources and Persons to Contact 

Whistleblower – Kevin Baumann 

Box 109 

Bluffton, Alberta, Canada T0C 0M0 

pekiskokb@gmail.com 

403-505-7784 

 

Forensic Restitution  - Dave Oswald  

dave@forensicrestitution.com 

416-525-1510 

 
Conal Archer Former Head of Commercial Crimes RCMP in Alberta  
 
conal.archer@irissrisk.com 
 
587-999-4077 

                                                        
46 Exhibit 46 Newton glassman _ Latest news, Breaking news headlines _ Scoopnest 
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Conclusion  

It is imperative that the SEC take immediate steps to investigate Catalyst, Callidus, Newton 

Glassman, James Riley, Todd Swanson, Scott Sinclair and their affiliated entities as there is 

a real risk that the ongoing deception will continue until the multiple Catalyst Funds are 

dissipated. At risk is hundreds of millions of dollars of Canadian and U.S. pension fund and 

endowment capital with limited safeguards in place to protect the remaining capital. Given 

the great public interest in uncovering the extent of Glassman’s, Riley’s, Callidus’ and 

Catalyst’s deception and misconduct, it is imperative that the SEC investigate matters. 

 

Sincerely, 

 

Kevin Baumann 
pekiskokb@gmail.com 
403-505-7784 
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EXHIBIT 1 
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Investors
Refilings and Errors List

Type to filter   

 

Date of
Refiling

Issuer
Name Description of Deficiency Press Release (in PDF)

August
13,
2018

Callidus
Capital
Corporation

The Company’s Q4, 2017 and Q1, 2018
disclosure of forward-looking information in
relation to unrecognized yield enhancements
did not in the view of staff comply with Part
4A / Part 4B of National Instrument 51-102.
The Company has discontinued disclosure of
unrecognized yield enhancements in light of
comments expressed by the OSC.

News release - August 13, 2018
(/documents/en/Investors-Errors-
Refilings/er_nr_20180813_callidus.pdf)

May 15,
2018

Callidus
Capital
Corporation

Amended Q4, 2017 forward-looking
information in relation to unrecognized yield
enhancements.

News release - May 15, 2018
(/documents/en/Investors-Errors-
Refilings/er_nr_20180515_callidus.pdf)

August
10,
2017

Callidus
Capital
Corporation

Forward-looking information revised to
include additional disclosure with respect to
material assumptions, milestones and risk
factors in relation to unrecognized yield
enhancements.

News release - August 10, 2017
(/documents/en/Investors-Errors-
Refilings/er_nr_20170810_callidus.pdf)

 (//www.osc.gov.on.ca/en/home.htm)

callidus capital
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From: inquiries@osc.gov.on.ca 
Date: January 24, 2020 at 9:25:18 AM MST 
To: pekiskokb@gmail.com 
Subject: Re: File #20150521- 
 
 
2844 - RE: File #20150521-2844 - Callidus Capital Corporation 

 

 

 
 
Dear Mr. Baumann: 
 
Thank you for your follow-up email to the Ontario Securities Commission (OSC) concerning Callidus 
Capital Corporation (Callidus). You have asked about access to certain information about possible 
communications between OSC staff and Callidus. 
 
You can make a freedom of information (FOI) request for information.  The process for making a FOI 
request is provided on the website of the Government of Ontario (at: https://www.ontario.ca/page/how-
make-freedom-information-request).  
 
It is important to note, however, that the information requested would be in OSC staff’s possession 
pursuant to a continuous disclosure review under section 20.1 of the Securities Act (Ontario) (the Act), 
and that under s. 20.1(3) of the Act such information may be exempt from disclosure despite the Freedom 
of Information and Protection of Privacy Act.  Staff would further review the confidentiality of the 
information requested if and when a FOI request is filed. 
 
You can review the Securities Act at: https://www.ontario.ca/laws/statute/90s05.  
 
 
Sincerely, 
 
Christopher Callahan 
Lead Inquiries Officer 
Ontario Securities Commission 
inquiries@osc.gov.on.ca 
416-593-8314 
1-877-785-1555 
 
The information in this e-mail should be taken as a guide.  The content is not intended to provide 
investment, financial accounting, legal, tax or other professional advice and should not be relied upon or 
regarded as a substitute for such advice.  We recommend that you seek advice from a qualified 
professional adviser before acting on the information or content appearing in this e-mail or any 
information or content on a web site to which a link has been provided. 
 
 
From: SCao@osc.gov.on.ca 
To: INQUIRIES@osc.gov.on.ca 
CC: PELLARD@osc.gov.on.ca 
Subject: RE: File #20150521-2844 - Callidus Capital Corporation 
Date: January 17, 2020 11:29 AM 
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Hello, 
 
  
 
We have reviewed the complaint/inquiry from Mr. Kevin Baumann filed on January 10, 2020. Mr. 
Baumann is requesting access to the comments raised by the OSC with respect to the CD review of 
Callidus Capital Ltd, in particular, regarding the disclosure of unrecognized yield enhancements. We 
wanted to remind the complainant that applications for accessing OSC records should be filed through a 
Freedom of Information (FOI) request.  
 
  
 
Link to the guidance 
 
How to make a Freedom of Information request <https://www.ontario.ca/page/how-make-freedom-
information-request>  
 
  
 
In addition, staff note that the information being sought by Mr. Baumann is in our possession pursuant to 
a continuous disclosure review under section 20.1 of the Securities Act (Ontario) (the Act). Such 
information may be exempt from disclosure under section 20.1(3) of the Act, despite the Freedom of 
Information and Protection of Privacy Act. Staff will further review the confidentiality of the information 
requested if and when an FOI request is filed. 
 
  
 
Please provide the relevant information to Mr. Baumann accordingly, or let us know if CF staff should 
respond to the complainant directly. 
 
  
 
Thanks, 
 
Stacy 
 
- 
 
Stacy Cao, CPA (Ontario), CPA (New York)  |  Ontario Securities Commission  |  Corporate 
Finance  |  Accountant 
 
20 Queen Street West, 22nd Floor | Toronto ON M5H 3S8 
 
416-597-7246  |   scao@osc.gov.on.ca <mailto:scao@osc.gov.on.ca>  
 
Please consider the environment before printing this e-mail 
 
From: inquiries@osc.gov.on.ca <mailto:inquiries@osc.gov.on.ca>  <inquiries@osc.gov.on.ca <mailto:inq
uiries@osc.gov.on.ca> >  
Sent: January-10-20 11:13 AM 
To: Michael Tang <MTANG@osc.gov.on.ca <mailto:MTANG@osc.gov.on.ca> > 
Cc: Enforcement-Intake <Enforcement-Intake@osc.gov.on.ca <mailto:Enforcement-
Intake@osc.gov.on.ca> >; Paloma Ellard <PELLARD@osc.gov.on.ca<mailto:PELLARD@osc.gov.on.ca> 
> 
Subject: File #20150521-2844 - Callidus Capital Corporation 
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We have received an email in the Contact Centre from Mr. Kevin Bauman regarding Callidus Capital 
Corporation. 
 
Mr. Bauman is concerned about Callidus Capital's 2018 2nd quarter results from August 13, 2018, where 
it is stated that disclosure of unrecognized yield enhancements was discontinued due to a conversation 
Callidus Capital had with the OSC. Mr. Bauman is requesting access to the comments made by the OSC 
with respect to this specific type of disclosure. 
 
I have provided the CCD link below. 
 
 <notes://App01/8525698C00626E13/2C8A679D56B94749852573FF007D8F8B/89E5B3972595D2F085
257E4C0044C0A3>  
 
________________________________ 
 
This message is intended only for the use of the addressee and may contain information that is privileged 
and confidential. If you are not the intended recipient or have received this communication in error, you 
are hereby notified that any unauthorized use or disclosure is strictly prohibited. Please notify the sender 
immediately and delete the original without making a copy or disclosing its contents. 
 
Le pr?sent message s'adresse exclusivement ? son destinataire et peut contenir des renseignements 
privil?gi?s et confidentiels. Si vous n'?tes pas le destinataire de ce document ou si vous l'avez re?u par 
erreur, vous ?tes par la pr?sente avis? qu'il est strictement interdit de le divulguer ou de l'utiliser sans 
autorisation. Veuillez en avertir l'exp?diteur imm?diatement et d?truire le message original sans le copier 
ou en r?v?ler le contenu.  
 
 
 
(See attached file: image001.gif) 
(See attached file: Email.msg) 

 

This	message	is	intended	only	for	the	use	of	the	addressee	and	may	contain	information	that	is	privileged	and	
confidential.	If	you	are	not	the	intended	recipient	or	have	received	this	communication	in	error,	you	are	hereby	
notified	that	any	unauthorized	use	or	disclosure	is	strictly	prohibited.	Please	notify	the	sender	immediately	and	
delete	the	original	without	making	a	copy	or	disclosing	its	contents.	
	
Le	présent	message	s'adresse	exclusivement	à	son	destinataire	et	peut	contenir	des	renseignements	privilégiés	et	
confidentiels.	Si	vous	n'êtes	pas	le	destinataire	de	ce	document	ou	si	vous	l'avez	reçu	par	erreur,	vous	êtes	par	la	
présente	avisé	qu'il	est	strictement	interdit	de	le	divulguer	ou	de	l'utiliser	sans	autorisation.	Veuillez	en	avertir	
l'expéditeur	immédiatement	et	détruire	le	message	original	sans	le	copier	ou	en	révéler	le	contenu. 
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From: Kevin Baumann <pekiskokb@gmail.com> 
Date: April 16, 2020 at 11:17:00 AM MDT 
To: inquiries@osc.gov.on.ca, whistleblower@osc.gov.on.ca 
Cc: jmoney@oklahoman.com 
Subject: Callidus / Catalyst - OSC Awards $0.525 Million Whistleblower Award to Industry Expert – Lexology 
Attention  Mr Christopher Callaghan  
 
I hope you are doing well in these difficult times .  
This letter is yet another complaint relating to the conduct of Callidus Capital while public and their private equity 
parent catalyst capital . 
 
For your information when the pandemic has eased I will be providing and hopefully presenting my analysis of 
improper conduct and attempted stock promotion relating to the subject firms . The report to Ontario’s Finance 
minister and premier explains the frauds exerted on multiple parties and suppliers of Callidus funded companies 
which the OSC has ignored multiple complaints by multiple parties relating to . 
 
Some of the key evidence the OSC has ignored is as follows  
 
1- The Callidus Capital Yield Enhancement scheme which was stopped by the OSC in Q2 2018 was an improper 
business scheme to deceive the public , and artificially inflate the value of Callidus and Catalyst assets in order for 
parent company catalyst to draw fees based on deceptive accounting values  
 
2- The various claims relating to Callidus commencing from Texas to Alberta and Ontario all plead  a common pattern 
of fraudulent inducement, breach of contract , withholding of funds and deception in order for Callidus to seize assets 
in order to take yield enhancements as ruled by the OSC within Callidus’ Q2 2018 quarterly release  
 
3- Callidus funds were obtained primarily  from their parent company Catalyst Capital . By Callidus reporting 
deceptive values and appraisals of the Callidus assets resulting from the yield enhancement scheme the general 
partner of catalyst funds took a 191 Million Dollar deceptive draw for fees which were based on no foundation 
whatsoever , this fact can  be obtained from Toronto news articles and I can forward this to you if required. The harm 
and damages to Catalyst’ limited partners will not be known until the various businesses are divested , but presently 
based on publicly available data and research there will be Billions of dollars in losses for Catalyst limited partners 
such as universities  , therefore the deceptive fee to catalyst based on questionable yield enhancement gains does 
make a difference  
 
4-  Callidus had a loan to Texas based horizontal well drillers , Callidus stated this loan was approximately 200 Million 
dollars which they have since written off  . Horizontals equipment was not even worth anywhere near 200 Million for 
Callidus to pay out Horizontals previous senior lender . It is believed the Horizontal fiasco is yet another fraud 
whereby Callidus principles obtained a portion of the Horizontal funds on closing for their personal use . As a 
smokescreen Callidus sued their very own loan manager Craig Boyer for 150 Million dollars  which was involved in 
the Horizontal loan , I have confirmation Glassman and Boyer are not adversarial in fact they are quite close . For 
your information the Horizontal assets were sold at public auction for less then 10 Million dollars net to Callidus. It is 
also alarming that Horizontal did not go through a proper formal receivership or bankruptcy process , this was done 
so Callidus did not have to compete financials which would have exposed the horizontal funding fraud , the true 
extent will only be determined by review of the Horizontal loan closing documents including disbursements to third 
parties  
 
Relating to Callidus yield enhancements I believe Callidus obtained as reported a 32 Million dollar yield enhancement 
on my business Alken Basin Drilling Ltd . Callidus counsel denies this and states the 32 Million dollar enhancement 
was from horizontal drillers , this is highly unlikely and deceptive considering the outcome of Horizontal  
 
Considering all the conflict relating to Catalyst and Callidus I’m seeking information as to why the OSC has not acted 
, in addition I will be seeking answers from the finance minister as to who is exerting political interference and why the 
multiple complaints from multiple parties relating to catalyst and Callidus have not been dealt with . 
 
Sincerely  
Kevin Baumann  
403-505-7784  
https://www.lexology.com/library/detail.aspx?g=b9ed6e30-b1cc-483f-ba8b-d3ca5adcc1f4 
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From: inquiries@osc.gov.on.ca 
Date: September 24, 2020 at 12:42:34 PM MDT 
To: pekiskokb@gmail.com 
Subject: Re: File #20150521-2844 - Fwd: The Ontario SFO and OSC Investigation of The Catalyst Capital 
Group and Callidus Capital Corporation 

 

 

 
 
Dear Mr. Baumann, 
 
Thank you for your email. I refer you to my May 29, 2020 email to you. As I noted, prior to your email 
below, you had written to the OSC about Callidus Capital Corporation and Catalyst Capital Group Inc. 
nineteen times since 2018. I assured you that each time you have emailed the OSC, we have considered 
your email and ensured that it is reviewed by the appropriate staff at the OSC. I also indicated that we are 
not able to provide you with more information on the status of your complaints, because the OSC does 
not provide updates on the progress or outcome of the reviews or investigations it may undertake. 
 
In keeping with that, we will forward your emails to the appropriate staff for review, but will not continue to 
respond to your emails. 
 
 
Sincerely, 
 
Christopher Callahan 
Lead Inquiries Officer 
Ontario Securities Commission 
inquiries@osc.gov.on.ca 
416-593-8314 
1-877-785-1555 
 
The information in this e-mail should be taken as a guide.  The content is not intended to provide 
investment, financial accounting, legal, tax or other professional advice and should not be relied upon or 
regarded as a substitute for such advice.  We recommend that you seek advice from a qualified 
professional adviser before acting on the information or content appearing in this e-mail or any 
information or content on a web site to which a link has been provided. 
 
 
From: pekiskokb@gmail.com 
To: Leslie Hardy <LHardy@osc.gov.on.ca>; Yvonne Chisholm <YCHISHOLM@osc.gov.on.ca>; OSC 
General Inquiries <INQUIRIES@osc.gov.on.ca> 
Subject: Fwd: The Ontario SFO and OSC Investigation of The Catalyst Capital Group and Callidus 
Capital Corporation 
Date: September 15, 2020 12:38 PM 
 
 
There was an error on the email , as per evidence I was NOT allowed to repay the Callidus loan  
 
 
Kevin Baumann  
 
Begin forwarded message: 
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From: Kevin Baumann <pekiskokb@gmail.com> 
Date: September 15, 2020 at 9:44:37 AM MDT 
To: Leslie Hardy <LHardy@osc.gov.on.ca>, Yvonne Chisholm 
<YCHISHOLM@osc.gov.on.ca>, inquiries@osc.gov.on.ca, whistleblower@osc.gov.on.ca 
Subject: The Ontario SFO and OSC Investigation of The Catalyst Capital Group and Callidus Capital 
Corporation 
 
 
 
Attention the OSC and SFO 
 
I am a former Callidus Capital borrower which has been defrauded by the subject firms and their 
representatives while the OSC and The Ontario SFO has sat back and in my opinion conducted a flawed 
investigation of the matter unless there are details that I’m unaware of. 
 
 
It is obvious the  fraud relates to purporting to loan funds to businesses, then to withhold rightful funding 
in order to take over the borrower business and take what was known as a yield enhancement all in an 
obvious plan to deceive the market relating to its scheme, value , holdings and increase its then public 
stock price  . 
The scheme is fully explained in Callidus’ own yield enhancements attached as exhibit 1 , The Callidus‘ 
Q1&Q2 highlighted yield enhancements . Never did my company NEED or REQUEST an accommodation 
from Callidus which Glassman refers to in his earnings call transcripts, but it is suspected that Callidus’ 
CRO entered into one for me without my consent. 
 
The yield enhancement mechanism was shut down by the OSC in May and August of 2018 , since that 
date it has been nothing but silence from the OSC , SFO and any other required investigators, this is 
concerning as the conduct was an obvious fraud against multiple parties as Callidus reported in excess of 
$300 Million of yield enhancements which were reversed and evaporated after the OSC ruling which is 
included in this email as exhibit 2 . It is further concerning that the OSC never forced Callidus to amend 
its press release relating to the OSC decision, Callidus reported AT THE RECOMMENDATION OF THE 
OSC , it was likely it was an order or demand rather than a soft sell recommendation or Callidus would 
have continued with its yield enhancement scheme. 
 
Myself and other parties lodged complaints with the OSC and what was known in the past as JSOT , 
there has been no contact from SFO , JSOT or the OSC other than publishing the OSC decision included 
as exhibit 2 . I find this appalling when I review information that has become available that  Catalyst/ 
Callidus representatives were communicating and negotiating with JSOT members Steven Frazer and 
Jonathan Yu , yet not one Callidus borrower was interviewed in depth to confirm the fraud which the 
subject parties were conducting on multiple Callidus borrowers. 
 
Just because an action is before the courts does not mean that SFO, the OSC  or any party should stop 
doing its job as mandated , Catalyst/ Callidus have a history of frustrating parties and wasting parties 
resources to their litigation , this is proven true again as Callidus will not disclose as ordered in their own 
Ontario Wolf Pack action , and refuse to reasonably move forward to trial with providing disclosure 
deficiencies in my guarantee action which I was successful in defending including the appeal of same , 
the SFO and others have a duty to Canadians , the public markets and especially victims of market 
fraud  . 
 
After reviewing all the recently obtained information from multiple parties  it is obvious that the SFO and 
the OSC has failed in its duties , some of the highlights from this information  are . 
 
* Glassman, Callidus and Catalyst did in fact directly order a sting on a retired justice in hopes of altering 
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a case which was before the courts 
 
* multiple borrowers were defrauded of their assets all in an attempt by Callidus to increase its assets and 
performance and obviously an attempt to increase its then public stock price, this is further confirmed by 
information obtained from Callidus’ own hired operatives that their business model was tailored for no 
borrower to ever succeed  
 
*Catalyst/ Callidus created the theory / facade  on social media via its hired international operatives/ 
spies  of a Wolf Pack set out to harm Catalyst and Callidus  as soon as Glassman’s firms performance 
was questioned by parties before the filing of claims or publishing of the Wall Street Journal article 
accusing Catalyst/ Callidus of fraud against borrowers 
 
The Catalyst/ Callidus fiasco is yet another Bre Ex just smaller which the SFO and Canadian authorities 
have failed to act on  in spite of multiple legitimate complaints . The OSC issuing a recommendation of 
don’t use yield enhancements again don’t cut it for me . I am a borrower which did nothing wrong other 
than take a Callidus loan , which was not in default and I was NOT allowed to repay.I have spent over $2 
Million of my retirement funds which has affected my future on litigation accounting and forensic fees 
which would not have been necessary had the OSC , SFO and parties done their jobs and acted in the 
best interest of the public . 
 
The yield enhancement was the vehicle Glassman utilized to deceive all and to date it appears he was 
successful . I really struggle with how the SFO and OSC will explain its involvement when the Catalyst 
funds blow up and 5-6 Billion of investor funds have evaporated as the subject appears to have less than 
1.0 Billion under management due to the evaporation of Callidus’ value , the Chapter 11 filing in the US of 
Advantage Rent A Car  , Bluberi , Gateway and Frontera in distress , operating style of a scorched earth 
policy when dealing with parties and massive legal fees which are being expended to avoid 
accountability. 
 
I have one ask . I would like to have a off the record discussion with authorities and counsel even if 
covered by a CA to confirm that Catalyst/ Callidus are under investigation. If this is unacceptable or the 
parties are not under investigation  I will be filing a statement of claim to cover my unwarranted legal fees 
and damages , which I believe are the direct  result of inaction of certain parties . In addition, please 
provide me with the name of the insurance provider of the SFO and OSC . 
 
It would be appreciated if the OSC can forward this email and it’s attachments to SFO as I have been 
unable to locate an email address for SFO . In addition if I do not receive some form of reasonable 
communication a statement of claim will be filed and served near September 30, 2020 
 
Sincerely 
Kevin Baumann 
403-505-7784 
 
 
 
 
 
 
 
 
 
 
 
 
(See attached file: 2016 Q1 Earnings call.pdf)(See attached file: Q2 2016 Earnings call.pdf)(See attached file: OSC 
Refilings and Errors List.pdf) 
(See attached file: Email.msg) 
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This	message	is	intended	only	for	the	use	of	the	addressee	and	may	contain	information	that	is	privileged	and	
confidential.	If	you	are	not	the	intended	recipient	or	have	received	this	communication	in	error,	you	are	hereby	
notified	that	any	unauthorized	use	or	disclosure	is	strictly	prohibited.	Please	notify	the	sender	immediately	and	
delete	the	original	without	making	a	copy	or	disclosing	its	contents.	
	
Le	présent	message	s'adresse	exclusivement	à	son	destinataire	et	peut	contenir	des	renseignements	privilégiés	et	
confidentiels.	Si	vous	n'êtes	pas	le	destinataire	de	ce	document	ou	si	vous	l'avez	reçu	par	erreur,	vous	êtes	par	la	
présente	avisé	qu'il	est	strictement	interdit	de	le	divulguer	ou	de	l'utiliser	sans	autorisation.	Veuillez	en	avertir	
l'expéditeur	immédiatement	et	détruire	le	message	original	sans	le	copier	ou	en	révéler	le	contenu. 
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CORPORATE PARTICIPANTS 
 
Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. 

................................................................................................................................................................................................................................ 
 

OTHER PARTICIPANTS 
 
Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) 

Stephen Boland 
Analyst, GMP Securities LP 

Paul Holden 
Analyst, CIBC World Markets, Inc. 

................................................................................................................................................................................................................................ 
 

MANAGEMENT DISCUSSION SECTION 
  
Operator: Good morning, my name is Sharon, and I am your conference operator today. Welcome, everyone, to 
the Callidus Capital Corporation Second Quarter 2016 Results Conference Call. At this time, all lines are in listen-
only mode. After the speakers' remarks, there will be a question-and-answer session. [Operator Instructions] 
 
Listeners are reminded that portions of today's call and of today's discussions, including responses to questions 
posed in today's call, constitute forward-looking statements that are subject to risks and uncertainties related to 
the company's future financial or business performance and condition. Actual results could differ materially from 
those anticipated in these forward-looking statements. Risk factors that may affect results are detailed in the 
company's filings with Canadian Securities Regulatory Authorities, which can be accessed at www.sedar.com.  
 
Please note that the company is under no obligation to update any forward-looking statements discussed today, 
except as required by applicable law, and investors are cautioned not to place undue reliance on these 
statements. 
 
On the call today with us today from Callidus are Newton Glassman, Executive Chairman and Chief Executive 
Officer; David Reese, President and Chief Operating Officer; Dan Nohdomi, Chief Financial Officer; Jim Riley, 
Secretary; and Paula Myson, Vice President Investor Relations and Special Projects.  
 
At this time, I would like to turn the call over to Mr. Glassman. Please go ahead. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. 

Thank you, Sharon. Good morning, everyone, and thank you for joining us for our second quarter 2016 results 
call. During the call, we will be referring to information providing the financial statements and the MD&A and the 
associated news release for the quarter. All are available on our website as well as SEDAR.  
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As always, we appreciate your feedback on our materials. So, please feel free to communicate directly with any 
member of the Callidus team mentioned earlier by Sharon. We will try to keep our comments brief to allow for 
ample time for Q&A. David and Dan will provide you with some insight into the details of the operating and 
financial results for the quarter, but to begin, I would like to comment on some significant milestones we have 
reached in the quarter, as part of the ongoing evolution of Callidus, including positioning the company to restart 
growth and accelerate the creation of value for all of our shareholders. 
 
It is particularly important to highlight the fact that we have intensely held our loan book constant over the last two 
quarters, as we undertook a campaign, but first, protect the value of our shares against market opportunists, 
review the internal processes and staffing to ensure our preparation for the next phase of growth, and solidify our 
value proposition for all shareholders going forward. 
 
As such, our quarterly result reflects asset management to loan book against the backdrop of initiative to create 
immediate and long-term value for stakeholders by closing the discounts in our shares from their fundamental 
value and an enhancement of our capital structure to both reduce future cost of capital and support our projected 
growth, growth which is clearly not currently reflected in the company's stock price.  
 
The cornerstone in this quarter of our capital markets' activities is a new senior secured investment grade facility 
created to fund our loan portfolio growth going forward. It is the securitization facility that will have four investment 
grade debt tranches ranging from AAA to BBB, and represents about 64% of incremental funding in and of itself 
going forward. 
 
The ratings are important because they indicate that our cost of debt will decline as we move more loans into the 
securitization program and simultaneously improve the company's liquidity. At the margin, it means that Callidus 
itself will fund CAD 9 million in cash for every CAD 100 million incremental increase in loan growth, able ultimately 
to recover 100% of the growth due to the participation agreement with Fund V. We expect the securitization 
program to represent an ever growing proportion of our capital structure, as it becomes the ultimate source of 
funding for the incremental growth in our portfolio and further reduces our cost of capital.  
 
I'd like to give you some perspective on how the facilities will be used going forward. The securitization program 
will augment what we already have in place. Our existing facilities will basically function as a warehousing 
facilities. We will finance new loans initially in the facilities that already exist, our syndicated senior facility and 
currently the Catalysts [indiscernible] (04:47) facility. 
 
As loans aggregate to a size that can be effectively securitized, they will be moved into the securitization program. 
The securitization program will commence with an initial amount of CAD 165 million, of which approximately 64% 
will receive an investment grade rating. As new loans are added to the total amount in the facility, and therefore 
the proportionate represents of total debt funding will obviously rise.  
 
Second is the inflection point between the NCIB and SIB programs against the value of deploying capital in the 
loan portfolio. The return for a participating shareholders has been good, but the trend has shown that there is 
significant potential for continued future value creation. During this interim period, we have generated cash and 
have a scalable facilities now to expand liquidity. [ph] And we're going now (05:41) at a point where we must 
deploy some of that liquidity in order to maintain our increase return to shareholders.  
 
Simply stated, building cash, not used in the SIB or NCIB to this time – at this time, since only about a third has 
been funded into the SIB, has [ph] hurt (05:58) and cash flow's leverage too low and negatively impacted both net 
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income and return on equity. As a result, we will restart loan growth in the portfol io while we complete the current 
SIB and consider a follow-on NCIB thereafter. 
 
The Callidus platform is a lot more dynamic use of scale we can achieve and – furthermore, we have always 
stated that we have and we'll continue to add people ahead of projected growth and strengthen the team in the 
process. [ph] As first step for such (06:39) is the announcement of the addition of a Chief – the creation of a Chief 
Credit Officer. Jay Rogers will be Callidus' first Chief Credit Officer. Jay brings with him extensive credit and 
workout experience most recently as the senior member of Cerberus Capital Management team, and particularly 
their finance company called Ableco or used to be called Ableco, now called Cerberus Finance – Business 
Finance. 
 
As Chief Credit Officer, Jay will be responsible for managing the aggregate risk in the loan portfolio, coordinate 
and manage the work-out of certain credits, and recommend appropriate strategies to the Credit Committee to 
enhance the operations and overall quality of the loan portfolio. In addition, we will be adding other senior 
underwriters and senior members of management over the next two quarters to manage, ahead of time, the 
proposed and projected increase in the loan book. 
 
Last but certainly not least, we are able to update you on the yield enhancements we have spoken off in previous 
quarters and especially last quarter, which also positively influenced our results in this particular quarter. For the 
benefit of those who are unfamiliar with yield enhancements, they are required under IFRS accounting rules and 
are generally no-risk or low-risk financial [ph] instruments (07:57) we receive when we make an accommodation 
to a borrower. 
 
Yield enhancements are unequivocally and undeniably a fundamental, ongoing, repeating part of the business for 
a company such as Callidus. It is therefore a key part of normal operations, albeit they can be lumpy.  
 
We deal in a market segment where our clients often go through structural changes. As a result, it is very 
common for a client to need or desire changes to the original deal with Callidus. When such changes are 
requested or needed by the client, Callidus may choose to accommodate the borrower, and in exchange, demand 
or request a change in the economic relationship, resulting in what's known as "yield enhancement". These yield 
enhancements can take many forms. The most commonly understood would include revenue royalty streams, 
periodic fee arrangements, warrants and limited equity participations.  
 
Please note that the form of yield enhancements determines the impact that is reported on the profit and loss 
statements or the balance sheet with essentially no discretion to management under the IFRS rules.  
 
On our last call, we estimated that we would have yield enhancements on seven loans to report in Q2 with three 
following in Q3. In terms of value, we reported that National Bank had valued the yield enhancements between 
$0.50 and $1 per share in their valuation prepared in April, in conjunction with the substantial issuer bid. We also 
stated at that time that we thought that it was unduly conservative and incorrect. As you will see in our MD&A, we 
have exceeded all of those estimates. We have indicated that there are yield enhancements in place on 13 loans, 
which is almost 40% of our total portfolio. 
 
These have been internally valued, according to IFRS and with third parties, at CAD 57 million pre-tax with CAD 
34.8 million or CAD 0.68 per share on a diluted basis recognized in this quarter alone. Since yield enhancement is 
an ongoing and critical part of our business, this proves our previous assertions that this has not been properly 
valued by either the market, including being substantially undervalued by National Bank Financial in their SIB 
valuation. 
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The value of the yield enhancements will be reviewed every quarter, and some of those changes as required by 
IFRS will be put through the income statements and others via the balance sheet. We would expect the yield 
enhancement not only to add to value, but unfortunately, will also add some volatility of the results going forward. 
 
I will now ask David to walk us through the operating results for the first quarter.  
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. 

Thanks, Newton. Once again, we're pleased that the quarter continued our overall long-term trend of consistent 
improvement with significant gains in the key metrics of gross yield, net income and return on equity. As of 
yesterday, gross loans receivable before derecognition stood at CAD 1.218 bill ion, which is what we would 
expect, given we had held the loan book constant for the past two quarters.  
 
Looking forward and giving you some guidance on growth in the portfolio, the loan pipeline remains very strong at 
approximately CAD 940 million, and which includes signed back term sheets and the balance of funding for 
Project Resolve of approximately CAD 150 million. On the repayment side, we received full repayment on two 
loans during the quarter, totaling just under CAD 60 million. That brings our 2016 year-to-date repayments to six 
loans, totaling about CAD 165 million. 
 
Looking forward to Q3, we are expecting approximately CAD 75 million in repayments, based on the loan balance 
as of August. Over the next quarter, we expect the resolution of another CAD 10 million of gross loans receivable, 
representing four loans in our watch-list accounts. 
 
I want to note that we consider loan repayments to be a critical part of our growth. Successful loan repayments 
demonstrate how, working with Callidus, our clients benefit from properly sized and designed facilities to support 
the successful rehabilitation of their companies. This helps future clients gain confidence in our capabilities and 
the repayments provide us with capital to redeploy. 
 
Now, I'll ask Dan to discuss the financial highlights for the quarter. Dan? 
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. 

Thanks, David. Callidus recorded a strong financial performance in the second quarter. I'd like to highlight a few of 
these key metrics and what were the main drivers in their change from prior periods.  
 
Our earnings for this quarter, for the first time, include the impact of the yield enhancements that Newton has 
discussed, these are options, and therefore, there will be some variability or volatility in their valuations from 
quarter-to-quarter. To make it easier for investors to compare our results historically, our reporting, beginning in 
this quarter and going forward, will present the key financial performance metrics  with and without the impact of 
yield enhancements. 
 
EPS were up CAD 0.39 per share or 115% from last quarter, and CAD 0.37 or 104% from the second quarter of 
2015, primarily because of the addition of yield enhancements during the quarter. Revenue after derecognition 
was down 7% or CAD 3.6 million from the first quarter, and increased CAD 6.6 million or 17% from the prior-year 
period. 
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Our consolidated gross yield for the quarter was up at 20%, compared to 19.4% in the first quarter of 2016, and 
18.8% in Q2 of 2015. The main driver here is the recognition of additional fees during the period. If we break 
down the gross yield by our two products, traditional Callidus loans and Callidus Lite, we earned 20.5% on our 
core Callidus product and 14.4% on our Callidus Lite loans. Both are up from Q2 of 2015, when we earned 19.9% 
on the Callidus loans and 14.2% on Callidus Lite. 
 
Moving on to one of our most important metrics, ROE, we delivered a record ROE of 29.2% during the second 
quarter, which compares to 13.9% and 15.2% in the second quarter last year. Net income of CAD 37.5 million 
increased 119% from CAD 17.1 million last quarter and 103% from the second quarter of 2015.  
 
We have two offsetting unique events that have a substantial impact on net income and ROE, yield 
enhancements and the Gray Aqua provision. Newton has already discussed the yield enhancements. The Gray 
Aqua provision was CAD 12 million during the quarter or over 80% of our total loan loss provision for the period. 
David will be providing some background and commentary on this event in his comments.  
 
Our leverage ratio, which is measured as net debt to gross loans, was 38.5% at quarter-end, consistent with the 
ratio last quarter, as there was not a material change in the size of our portfolio during the period. Going forward, 
however, we do expect this increase as we access funding for new loans from our new securitization program.  
 
During the quarter, we've recognized the recovery of CAD 8.5 million under the Catalysts guarantee due to the 
recognition of specific loan loss provisions. Our liquidity and therefore our capacity to fund new loans has three 
components. Cash on hand, the undrawn capacity in our debt facilities and further funding we can obtain for loans 
from Callidus Fund V. 
 
At the end of the quarter, total liquidity would be able to support approximately CAD 480 million of new loans. This 
leaves us in a very good position and meet the funding requirements that come from our robust pipeline.  
 
Looking forward, our liquidity will increase again in the third quarter with the finalization and close of our new 
securitization facility, which should allow us to lever our loan portfolio by an incremental CAD 25 million. So, 
based on these key metrics, our second quarter financial results extended our overall record of strong and 
improving performance. David? 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. 

Thanks, Dan. I'd like to expand on one of the items Dan touched on in his comments. Dan mentioned the impact 
of our provision for loan losses on net income. I want to go into more detail on the provision and what drove that.  
 
The provision for the quarter was CAD 14.4 million, which is a provision rate of 4.9% on an annualized basis. This 
is running above where we're guiding you last quarter to a range of 2.5% to 3.5% on an annualized basis. While 
risk is a part of our growing business, the current rate is above where we want it to be.  
 
The largest item including the provision for the second quarter related to the Gray Aqua Group. You'll recall that 
we have already taken CAD 25.4 million in provisions against this loan to-date. This quarter, we had another CAD 
12 million, bringing the total to CAD 37.4 million. This is a loan that was made to a New Brunswick -based salmon 
farming operation that also has operations in Newfoundland. The collateral on this loan was a combination of 
fixed assets and working capital. 
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[ph] In the working capital is inventory. (17:27) The largest inventory of a salmon farming operation is salmon. 
Like all other inventory, we have third-party appraisals prepared on a periodic basis. We have just received a new 
appraisal, which indicates the significant downward change in the quantity and quality of the salmon inventory. 
There are likely several factors contributing to the decline in the value of the fish, most notably, a detrimental 
change in water temperature and an infestation of marine parasites, sea lice to be exact. As a result, we expect 
the harvest of this inventory to be much smaller and of less value than originally estimated. 
 
With the final harvest not occurring until March 2017, we will continue to monitor this issue and take any steps to 
maximize the value of the inventory. We will also begin the process of selling the fixed assets comprised mainly of 
machinery and equipment. We constantly adjust our underwriting criteria based on what we see in the market and 
what we experience and learn on individual loans. We have made changes to our practice based on the Grey 
Aqua experience. Going forward, we will not underwrite loans to businesses where their collateral and cash flow 
are dependent on biological assets that can unexpectedly and unpredictably deteriorate.  
 
With that, I'll turn it over to Newton for a final comment before we move to questions. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. 

Thanks, David. We have spent the time to enhance our capital structure and are on track to achieve a lower 
sustainable cost of capital while funding our future growth for our next phase. It places us in a very strong position 
to benefit from the favorable conditions in the marketplace, as we restart our loan portfolio growth.  
 
As we enter this new phase, our strong liquidity position allows us to continue to return significant capital to our 
shareholders through a monthly dividend as well as to those that wish to participate in our existing SIB and future 
capital markets program. And as our ROE strengthens even further with the growth, since this is a highly scalable 
business, the ability to increase leverage and our lower cost of capital, long-term shareholders will share in the 
strong positive future results for Callidus. 
 
As always, I would like to thank our investors for their continued support. And now, operator, we'll be pleased to 
take questions. 
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QUESTION AND ANSWER SECTION 
  
Operator: [Operator Instructions] Your first question comes from Jaeme Gloyn from National Bank Financial. 
Your line is open. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Yeah. Good morning, guys. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
Good morning, Jaeme. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
The first question is related to the Gray Aqua provision. Can you just elaborate on the size of that loan? How – 
what percentage of provisions have you taken to-date as percentage of the loan? And then, a follow-up, the final 
inventory in March 2017, does that coincide with the maturity of the loan as well? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
So, I'll take the first cutout. And then, David, you can expand on it. I don't believe the size of the loan is public, but 
the vast majority of the loan has already been written off. Under IFRS rules, we have to value the collateral on an 
ongoing basis. We're very careful with Gray Aqua. When the value [ph] came in, that there (21:00) is a problem 
with the inventory. And remember, most of our loans are valued or are [ph] lend against (21:07) inventory 
receivables and the balance of the [ph] gains fixed (21:11) equipment or machinery and equipment.  
 
We took the provision. The reality is that Gray Aqua was a mistake. We tried something, as I said last quarter and 
we tried to enter into a new area. We are going to, on occasion, try new areas and new approaches as a growing 
business. And at times, we'll get it right. And at times, we'll get it wrong. Gray Aqua is a one-off situation in the 
sense that we [ph] lend against (21:36) inventories that's biologic in nature, and we thought that the operators as 
well as the third-parties that we had engaged would be able to help us understand the business.  
 
Clearly, the business was more – is more complicated than we thought. We tried it. It didn't work. We'll clean it up 
to the extent that there is any more left to be written-off. If and when the value of the remaining collateral fall 
below that value, we'll take a provision on it. But you need to understand that the collateral includes machinery 
equipment in a number of locations. And at some point, we're obviously going to get very, very close, it's not 
already there, to the underlying value of the collateral that is not fish related.  
 
So, right now, we're very comfortable with where the provision is. It could go in both directions. It could go up, but 
it also could go down in the future, meaning the provision will be adjusted relative to the value of the underlying 
collateral. In terms of the inventory [audio gap] (22:38) all of our loans are technically 364-day loans and have to 
be renewed. I don't remember the exact date, maybe David does, when that loan is up for renewal. So, we are in 
the process of dealing with the loan, and we will deal with this in due course and in a timely manner regardless of 
when the actual technical due date is. 
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David? 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. A 
Thanks, Newton. I don't recall the date of the loan offhand. Even if I did, I don't think we would probably disclose 
it. I don't really have anything to add to your comments, unless Jaeme has a follow-on question on Gray. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
No. But I will follow on just some other loan disclosures, specifically related to oil and gas loans. I noticed that the 
collateral coverage ratio declined from [ph] 172% to 118% (23:27) from Q1 to Q2. Can you just describe what 
happened or what drove that decline? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
The decline in – first of all, I don't know about you, but having collateral of 118% makes me pretty happy in 
something that's been beat up [ph] in a sector, (23:47) I suspect that most lenders, especially the Canadian banks 
[ph] that blends with the sector, (23:51) would be beyond ecstatic to have 118% coverage on their loan.  
 
That being said, again, both under IFRS and under internal policy, we revalue the collateral on an ongoing basis. 
When we see the collateral changing, we change the value of the collateral. And at times, if we're worried about it, 
we will change the requirements under the borrowing base. So, if we saw – as an example, if we saw a loan in oil 
and gas or anywhere else that didn't have sufficient collateral, we would consider changing the borrowing base 
and advancing less. If we see any of these loans approaching something that concerns us, we'll either advance 
less or change the borrowing base, as these are right. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Okay. Great. Fair enough. Shifting gears to the yield enhancements and the CAD 32 million gain, can you just 
sort of elaborate on the size of the [ph] potential can, (24:52) the size of the original loan that those warrants are 
associated with? What's the value of shareholders' equity or percentage that that CAD 32 million would represent 
of the company? And then, maybe just some commentary on the industry or sector that those warrants are 
attached to. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
Some of that, I could answer. Some of it, we're not legally allowed to answer for a bunch of reasons. We will not 
tell you the size of the original loan. It is a loan that originally was troubled. We helped the company review their 
operations. They entered an additional and extra line of business, [ph] which makes their credit basically found. 
(25:46) They came to us and asked us if we would amend and help them with our facility to help them go in that 
business. It is a huge incremental increase in their business. They seemed to be executing well to extremely well.  
 
We are very supportive of them. They are a poster child of how we can help and why we would want to help a 
company that first was in trouble and then figures out a way to get out of trouble. Without our help, it would not 
have been able to go into this additional business, which is, in terms of revenue, billions of dollars for them 
potentially. At least, the first part of it is a couple of billion dollars or more.  
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The value is not determined by us. The value is actually determined in conjunction with third-parties outside of the 
firm and then reviewed with the auditors. The IFRS rules are incredibly specific and esoteric. The form of the yield 
enhancement itself will determine when it hits your financial statement and where. So, for example, under the 
IFRS rules, there is zero discretion in dealing with this issue. So, if you are receiving work or options as we did in 
this particular case, one is required to value those options or warrant and put them through the P&L.  
 
Similarly, when we receive a cash fee, that also must be run through the P&L. If we have [ph] Gray's equity 
(27:36) being granted to us or other forms of yield enhancements, it actually goes on to the balance sheet and is 
only recognized on the P&L at the time of the sale. I understand that that's complicated and I understand it's hard 
to follow. There's no discretion. There is nothing we can do nor is there anything we would do other than abide 
explicitly and directly with the IFRS rules. 
 
In addition, under the IFRS rules, we are required to recognize whether it's on the P&L or the balance sheet, the 
yield enhancements in the period in which it becomes obvious that that is available to us or that is the agreement 
with the party has been entered into. So, this quarter's yield enhancements disclosure actually incorporates in 
effect some things that have in the past been in our P&L, such as fees or revenue and other things that have not, 
such as the option in this one situation and some other things that are on the balance sheet which have not in the 
past been included. 
 
This is a recurring and ongoing part of our business. It is a fundamental part of the business. It's critical to how we 
run the business. It will contribute. Albeit in a very lumpy way, in every period going forward, they will be revalued 
as required under IFRS on a quarterly basis. But as the book grows, as you can see, with almost 40% of our 
loans having some form of yield enhancements, one can easily understand that, as the book grows, so will yield 
enhancements and it requires valuation by TheStreet. 
 
So, right now, we don't think TheStreet is valuing either the restart of growth or the ongoing contributions of yield 
enchantments to the earnings stream and the earnings power of the business. One approach, which was 
suggested to me, which I actually think is, at least, intellectually acceptable, albeit I don't believe it 's the right way 
to do it, is that similar to the way public-private equity firms are valued, where they value the management fee at a 
higher ongoing multiple that they carry, it would be arguable that the income stream of normal income would be 
valued in our business at Callidus at a higher multiple than the ongoing value of yield enhancement. But it's very 
clear to me that a 1 multiple on that value is simply intellectually indefensible.  
 
We've already exceeded essentially the valuation on a 1 multiple basis that National Bank included in their 
valuation in the SIB and even the most conservative approach, where there would be a lower multiple on yield 
enhancement to normal earning, would result in a multiple greater than 1. So, clearly, this is something t hat we're 
going to have to help TheStreet understand and TheStreet will decide how to value.  
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Okay. So, just one point to clarify. The unrecognized value of CAD 22.2 million, where is that on the balance 
sheet right now? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
That's not on the balance sheet. 
................................................................................................................................................................................................................................ 
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Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Okay. Sorry. But I thought I heard you said it was on the balance sheet. Okay. 
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. A 
No... 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
No, what I said is that IFRS requires specific and explicit treatment sometimes on the P&L, sometimes on the 
balance sheet and sometimes you don't recognize it until it's earned.  
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Right. Okay. The last question just before I turn it over. With respect to the expenses, you'd mentioned that 
there's been some recent hires within the quarter and you expect to make some hires subsequent to the quarter. 
How do you see expenses evolving over the coming quarters? I guess, how much of these new hires are 
reflected in the current quarter and how much would you expect to be reflected going forward? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
I think that's actually a really good question. I think all of these questions have been really good, actually. We've 
always said that we hire ahead of growth. We've always said that when we are growing. We argued that our 
expenses were ahead of what we thought the normalized amount would be. I would argue that our expenses 
currently are a little bit but not a lot, meaning in Q2 and Q1 where they would be. But since we're restarting 
growth, we would expect that, even with the hires to come more into line and go down over time, it might be 
lumpy at the frontend and then come down as a percentage. 
 
We think that's the right way to build the business. We think that you actually have to have the people in the 
business and understanding it ahead of your need for them so that they can actually learn it. Historically, we have 
said publicly that, roughly, for every CAD 100 million of growth, the operating leverage is such that [ph] by CAD 
500,000 (32:52) of expense is lumpy because, this time, you're hiring a more expensive person like a chief credit 
officer or an underwriter or whatever. And then, next time, you're hiring a field examiner or a collateral clerk.  
 
Typically, we would backfill the office after we've built in the higher and more senior people. We would expect, as 
a result of the increased leverage and the new securitization facility, that overall and over the next two quarters to 
four quarters our expense ratio is actually coming down and our cost of capital is coming down, but it will take us 
a few quarters. 
................................................................................................................................................................................................................................ 

Jaeme Gloyn 
Analyst, National Bank Financial, Inc. (Broker) Q 
Okay. I'll turn it over to somebody else for now. 
................................................................................................................................................................................................................................ 
 
Operator: Your next question comes from Stephen Boland from GMP Securities. Your line is open.  
................................................................................................................................................................................................................................ 
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Stephen Boland 
Analyst, GMP Securities LP Q 
Good morning. Just two questions. I guess, you've already touched on the provision. Can you talk on the recovery 
that occurred in the quarter? Is that from one loan or is it just the ongoing adjustment with your collateral values 
that you're getting that money back from – through the guarantee? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
David, Dan, maybe you guys could answer that. 
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. A 
Sure, Newton. The recovery of CAD 8.5 million is just a normal course for us. It covers some loans that are 
guaranteed from Callidus and that's really all it is, Stephen. 
................................................................................................................................................................................................................................ 

Stephen Boland 
Analyst, GMP Securities LP Q 
Okay. And Gray Aqua is not part of that recovery, right? 
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. A 
We haven't disclosed that. But I think if you look at and see that we took a CAD 12 million provision and that our 
total recovery was CAD 8.5 million. 
................................................................................................................................................................................................................................ 

Stephen Boland 
Analyst, GMP Securities LP Q 
Right. Just confirming. Okay. Maybe the second question is just for you Newton and looking forward over the next 
four months to your past comments about going private, restarting growth as you said, you're throwing some big 
EPS up, your SIB [indiscernible] (35:04) essentially nearly done and you're considering then an NCIB.  
 
If the stock is near or at the range of the National Bank, is your rent really the trigger or is it – if January comes or 
February and the stock is still – if it hits that range but doesn't stay there, what should we look forward to? Is it 
ongoing battle for you to keep the shareholders in surplus value in all these mechanisms that you're doing? 
Hopefully, that was clear. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
I think I understand parts of the question. So, let me try to address as much as it is I can. And if I missed 
something, you can re-ask or you can clarify the questions, Stephen. First off, I think one of your underlying 
assumptions about the SIB is not correct. The SIB, unfortunately, for us, has only had about 1/3 of it tendered.  
 
As of the last extension that I think was July 30, [ph] so either 29th or 30th. (36:10) Only about 1.2 million shares 
out of an offering for CAD 3.7-ish million had been tendered, which is somewhat disappointing to us because, 
frankly, it's better for the company more shares that are tendered into the SIB. As a result of the SIB, we're sitting 
on a lot of cash because we have to actually have the cash to settle at a fairly quick basis, sometimes within the 
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days or a couple of days of the shares being tendered. So, we have to actually sit on cash, which in turn has 
reduced our leverage as you can see from the numbers to about 38.5% – 40-ish percent. 
 
And that in turn has hurt what otherwise would have been net income and ROE. The SIB is a critical part of what 
we're trying to do for long-term shareholders. We work for the long-term shareholders. It's our job to figure out the 
best ways for them to get a return. At CAD 16.10, it is our view that, even to the midpoint of the National Bank 
valuation, that's a 25% return roughly, CAD 4.16, but 25% essentially no change in risk and risk that's a no 
execution risk. Returns, in our view, is actually a very good use of capital to the investors. What we've noticed is 
that as a result of holding the book steady, that cash is actually going up. And that will further hurt both ROE and 
net income if we don't start deploying the cash, which is why we have said that we will restart growth. 
 
Notwithstanding that, we clearly on an operating basis exceeded all of TheStreet's target. And if you include yield 
enhancements, which we believe and can prove is an ongoing part of the business, we massively exceeded all of 
TheStreet's targets. So, it's a little surprising for me this morning to read – I read three positive notes about the 
company exceeding expectations and one with a very short headline that said that we missed the operating 
expectations, which is just factually not correct. 
 
So, the problem that we're going to deal with going forward is what's the value if there is to be a growing private 
transaction. And the answer is that we will engage in a process if the stock has not – oh, let me go back. So, you 
mentioned something about the National Bank valuation. Clearly, the National Bank valuation is too low. They 
included CAD 0.50 to CAD 1 for yield enhancement, and we've actually basically disclosed CAD 0.50 really more 
than the pre-tax at about CAD 0.60-odd after tax per share. I think it was about CAD 0.60 odd, CAD 0.62 of share 
after-tax if my math is correct. And that would assume it was only a 1 multiple, which is just mathematically not 
correct. 
 
So, clearly, it's our view that the National Bank valuation itself is too low on the low side. And to be fair to National 
Bank, they didn't have the same amount of data that we have now because we're further along in a whole bunch 
of the yield enhancement. And frankly, we have more of them now. We have told people in Q1 that it was 7, and 
we are working on three more, and now we have 13. 
 
When you combine that with growth, and we know that some proportion of the new loans will end up having yield 
enhancement, even at a 1 multiple, it's clearly too low in the National Bank valuation. Our job will be to be to run a 
process if the stocks remain undervalued, whereby the minority shareholders get full value for their stock. It's one 
of the reasons why we have said in the past, and I'm repeating now, that Catalyst will not be a bidder in the going-
private transaction. 
 
Our view is that the market may misinterpret it and see us, at Catalyst, trying to buy the business on the chip. So, 
we've removed ourselves from any future prospective process to make sure that people understand that our 
interests are aligned. Since we're not the buyer and we have to mark-to-market, in the funds, we want that sale to 
be as high as anybody else does. And we will ensure that the process takes care of and maximizes the value for 
the minority of shareholders. 
 
Legally, as part of any going-private transaction, if the stocks does not recover to where we think it's a fair value, 
there will be another third-party valuation and opinion provided to the board, and then the board will decide 
whether it's fair value. Since we're clearly restarting growth and intending to restart growth, if that growth 
materializes along with the increased value of yield enhancements, it's pretty clear that our view is that the stock 
is worth a lot more than what the historic National Bank [ph] valuations as it was (41:35) and we'll leave it to the 
board to evaluate it and to run the process. 
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Stephen Boland 
Analyst, GMP Securities LP Q 
And your time line is still [ph] near end then, right, through that – through that, (41:46) to get to that valuation for 
that time? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
What I've always said is that – if the value has not been unlocked, we will start the process before yearend. We 
obviously would never be able to complete a transaction before yearend and the process would take as long as it 
takes. The first thing you do, generally, is you hire a third-party to run a sale process. You'd to hire another third-
party as part of that process, separate, independent from the one running the process to provide evaluation. We 
will follow the letter of the law and the process that we will do everything we can back to my value. And as I've 
said in the past, if that means we started in – that means if the stock has got recovered sometime in Q4, we will 
start the process in Q4. 
................................................................................................................................................................................................................................ 

Stephen Boland 
Analyst, GMP Securities LP Q 
Okay. That's great. That's all I have. Thanks. 
................................................................................................................................................................................................................................ 
 
Operator: Your next question comes from Paul Holden from CIBC. Your line is open. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
So, I want to ask a couple of questions on the yield enhancements. So, one, to get -I just want to make sure I 
understand the accounting appropriately and I think, Newton, you kind of referred to this already, but I want to 
make sure I understand it. In terms of mark-to-market gains, those will be broken out separately on the income 
statement as it was this quarter. And then, in terms of the royalty income and other type of income 
enhancements, those will be included in revenue, i.e., like the CAD 2.8 million this quarter, is that correct? 
................................................................................................................................................................................................................................ 

 
 

A 
Yeah. To be clear, we've always included anything that's on the revenue line, where it's been received in cash. 
We're required under the accounting rules to do so. The accounting rules are incredibly asset [indiscernible] and 
frankly annoying. Under the IFRS, the deal was discussed. I've argued that there is a lot more form than 
substance under the rules, and that it could cause people to misunderstand it. We have to follow those rules, we 
have no choice. We will follow those rules. The rules generally say two things, and David or Dan, you can expand 
on this. 
 
When I look at it, I think there is two ways. The first is that the form of the agreement determines the accounting 
treatment and the findings of it is also determined by the form. So, basically when you look at the form of how the 
yield enhancement is taken, whether if a revenue or fee issue, it leads you down one path or options, it l eads you 
down a similar path, but with potentially different timings and valuation issues, or it's straight out equity or other 
issues, you don't recognize it until the very end. It's kind of silly because you're recognizing something 
immediately and you're deferring others, this is proportionally long unit it's actually realized on.  
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So, I agree that leaders of the statements will not see some of it because under the accounting rules, it's actually 
not recognized until it's actually crystallized and realized upon. There is nothing we can do about that. All we can 
do is, do what we did we think fairly well this quarter and we're open to suggestions of people actually have better 
ideas of breaking it out and showing how much of it was revenue, how much of it is options etcetera, and then fair 
valuing it so as quarters go by if there is a change in a fair value, you'll see it and you'll see where it is.  
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
And then what would be dealing with the stress lending portfolio, there may not be a very typical situation, but just 
on average I mean what is the type of situation that would get you into these yield enhancement instruments.  
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. A 
You're right. There is no typically – first of all I want to go back and ask David and Dan. Do you guys have 
anything to add on these crazy after the IFRS rules related to yield enhancements.  
................................................................................................................................................................................................................................ 

Dan Nohdomi 
Chief Financial Officer & Vice President, Callidus Capital Corp. A 
Yeah, just pointing out one thing, Newton, that on page 13, of our MD&A and I'm sure Paul you've looked at this. 
We would get our chart and this chart will get updated every quarter. To Newton's point there is five different 
methods of accounting depending on what the instruments are and so we've broken out our portfolio that has 
yield enhancements into each of those buckets and we show what those through the P&L in the quarter and as 
Newton said also what is not yet recognized and why it's not recognized. So, you know what is likely to come at 
some point in the future assuming things pulled up. So, that will be the chart you're going to want to look at every 
quarter. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Off icer, Callidus Capital Corp. A 
Okay, that's helpful. And if people have suggestions we're certainly willing to entertain discussion about whether 
there is a better way to disclose it or whatever else. My worry is that the MD&A now has become an extremely 
long and in places complicated read. It's a result of the accounting rules. We are required obviously to follow the 
accounting rules and we're doing so. But I'm getting worried that it's getting too hard to follow. We will continue to 
provide as much transparency as we can and that means that we have to figure out a way to summarize better at 
the front end of the MD&A or in the press releases, we'll try to do that. As the team can attest, we spent an 
enormous amount of time and lots of effort trying to simplify the language and the disclosure, both in the MD&A 
and the press release. I don't think we're very good at it, and I think we can improve at it.  
 
In terms of the nature and types of the yield enhancements, they range. So, you're right, there is no typical one. 
What I would say to you is that from a pure specific perspective, we have a sample size and we have a long 
enough period now, where we have more than a normal distribution, normal distribution being [indiscernible] 
(48:11). We obviously have had multiple years of running the business. We have CAD 1.2 billion in the portfolio, 
and we currently have plus or minus 40-ish loan. And over time, [indiscernible] (48:27) specifically valid that some 
large proportion of our portfolio will eventually have some yield enhancements to us, and that makes intellectual 
sense if you think about it. These are companies that are going through a restructuring process.  
 
They're going to see opportunities that they didn't think they would see that will result in an opport unity for us 
where we can help them, like the biggest contributor to yield enhancements on the P&L this quarter. And there 
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will be others that don't execute as well as they think, and they need help from us; and as a result, we have to 
decide if we're going to help them. And if so, on what terms? That would be something like a company that's been 
in the public domain in the past, which it's now been the report process called Blueberry. We will get value where 
we help people, or else we just won't help them and we'll liquidate our collateral. 
 
So, it's really up to us to decide if we're willing to help people and accommodate them; and if so, what the price of 
that will be. If you look at it, you'll see there is a range. The range is from a small fee for an extension because 
somebody couldn't finance us out after the term of the loan, to very large where, but for our contribution, the rest 
of the stakeholders [ph] at (49:51) the borrower would not have any of the upside, and we want and believe that, 
as a result, we're entitled to a piece of it, and we negotiate it.  
 
One of the problems with yield enhancements is that it's a negotiation. So, we don't get to determine the form in 
isolation of what that yield enhancement will look like. It requires a conversation and a negotiation with the 
borrower. We don't control the ultimate outcome, or else we'd have a more formalized approach that we could 
show to you guys. We have to negotiate it with the borrower. 
 
There are times when the borrower may say, we don't agree to that, we're not going to do it, it's not worth it to us, 
and we'll get nothing. There'll be other times where they say, we don't agree with that, but we would offer you X, Y 
or Z. I do think that the right way to handle it is to statistically look at i t over time and say, well, when you have a 
portfolio of X dollars, over time, yield enhancement will contribute Y number of income because it'll be Z number 
of loan. And I think it will take a number of quarters of our doing it for people to see. I would point out that 
historically some of it has already been included in revenue and therefore the implied multiple in the market, 
which is on the revenue side or the fee side because by law, we're required to recognize revenue and we receive 
it or when it's agreed to. 
 
So, I think, what you were really worried about is trying to disaggregate enhanced yield enhancements, and I think 
that people are already starting to think about finally, how do you value yield enhancements separate from the 
ongoing stream of a portfolio of X hundred or billions of dollars, and I don't think it's an easy issue. I think it's hard.  
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
So, a follow-up question to that. So, to give out the portion of yield enhancements that's currently not included in 
revenue and hasn't been historically, how do we think about that value being crystallized? Is it when a company 
saw that, i.e., there is a change in equity ownership? Is it when the lending relationship ends? So, yeah, how do 
we think about it? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
So, I would say two things. First of all, our average term is somewhere between two and two and a quarter years 
right now. So, whatever is on that table, I would [indiscernible] (52:34), and I would say that it would be received 
essentially sometime on average over the duration of that average term, that's number one.  
 
Number two, I wouldn't – this is just me. I don't focus on the specific of this unrecognized or that recognized yield 
enhancement agreement. I focus on it as a percentage of the total book because that would help me model out 
how that will grow over time, but that's how I would do it. And then, I would add average term to it. It's clearly not 
been included in earnings, and it has not been included in valuation. We're happy to help people to think about it, 
it's not our place to tell them or tell you how to do it, other than to say that a [ph] value that's zero (53:25), which is 
what the market has been doing, is clearly indefensible intellectually. 
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Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
Right. I guess what I'm specifically trying to get at here, say, it's warrants or direct equity ownership, how do you 
actually crystallize that value of equity? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
Well, it depends on the agreement. So, there may be a [ph] shotgun with (53:49) the company where they have to 
buy it back from us over a period of time. There may be a [indiscernible] (53:33) call arrangement. If it's an – if its 
options or warrants or a straight-up equity. If we own 100% of the business, it would be because we're selling the 
business and it's entirely within our control. This is no different than – I'm not trying to be arrogant when I say this, 
it's no different than what Catalysts already does incredibly well, which is unlock value from companies that need 
our help. In these circumstances, this goes very well with the competitive advantages already at Catalysts. And 
frankly, CBL gets to exploit because of its relationship with Catalysts. So, when it comes to monetizing on this, 
that's not frankly something I worry about. I care about the value in creating the value. We'll end up getting the 
value as we have historically and always we'll try to do as best we can. But that's why I said to look at the term, 
the average term. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
Okay. So, different topic now to review of employees and some of the decisions you're making going forward. So, 
first off, in terms of the decision to hire new underwriters, how many do you currently have today? And have you 
seen some turnover over the last year? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp. A 
Including junior people, David, we have how many right now? 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. A 
We would have, with junior people – four, five – nine. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
So, if you think about it, nine underwriters for our portfolio of 30-odd, 40-ish loans, it's a little bit heavy. Some of 
that is as a result of junior people being groomed to take on more responsibility, which we're in the process of. 
Some of that is because we always knew that we would end up restarting growth sooner or later, and it's actually 
frankly a little bit sooner than I have thought it would be. I think that – and we've said this publicly, I think that we'll 
probably add two senior or mid-senior underwriters in the next couple of quarters, it's in the – I think it's in the 
press release and I think I'm pretty sure it's in either the MD&A or my earlier comments.  
 
We'd clearly decided to increase the structure and discipline of the business with the hiring of Jay and the creation 
of a Chief Credit Officer back on purpose. Obviously, we think that managing at CAD 2.5 billion book is 
fundamentally different than managing a CAD 1.2 billion book, so we're getting ready for that. 
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We've been fairly privileged and blessed for the last two quarters to able to turn inward. And frankly, in a twisted 
way, Gray Aqua has been a great [ph] lesson (56:58). So, there are some collaterals  and there are some forms of 
inventory that we'll just never touch ever again. And the experience has taught us that there are just some areas, 
no matter what we think internally, we will never be able to actually understand some businesses as well as we 
would like. And I frankly would rather have the experience – a one-off experience in the biologics area, have 
something like Gray Aqua now in the business when we have a ton of liquidity and no issues while we were taking 
a pause in growth than when the business is being [ph] fresh (57:38), growing businesses learn while they're 
growing. There's nothing unusual about that. What is unusual about Gray Aqua is that, A, some of the process 
that was involved in Gray Aqua was not as robust as we would like. And in the last quarter, we highlighted nine 
changes, I think it's nine, nine changes internally. Those changes are obviously continuing, as you can see, by the 
retirement of Craig Boyer and – the pending retirement at the end of the year of Craig Boyer and the hiring of Jay 
Rogers. We're clearly very focused on tightening and continuing to tighten the business. We think that's normal.  
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. A 
And Paul, to answer your question very specifically about turnover. We've had zero turnover. And as Newton 
mentioned, other than Craig who will be retiring by year end, we've had no turnover in the underwriting and credit 
section of our business. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
Got it. Thanks for that. 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
Well, we had one person who, unfortunately and unfortunately for his family, died but technically wasn't in the 
underwriting group. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
One final question from me... 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
And we were not [indiscernible] (58:58). 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
With respect to the SIB, Newton, as you pointed out, only a third or so has been tendered relative to the amount 
you are willing to buy back. So, if that number does not increase, do you take a [ph] similar to move (59:18) as to 
what you've done in the past in terms of extending the offer and perhaps increasing the offer price? 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
I'm not going to speculate on what my board may have approved or not approved or decided to do going forward. 
If you remember, Paul, you were one of the proponents who told me that SIB was going to be oversubscribed and 
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that you thought it would be significantly oversubscribed going into that CAD 14, which I think contributed to your 
target of CAD 14, CAD 15. My view at the time was I think that that wouldn't be incredibly stupid by the markets, 
but if they're going to be stupid, we will take advantage of it on behalf of our long-term shareholders, so long as 
we do it in a legally appropriate and a highly transparent manner, which was the point of the SIB.  
 
Clearly, the market is not stupid. It certainly didn't tender very much from CAD 14 to CAD 15.50, and now CAD 
15.10. Very confident in my board, and that the board will evaluate it  on an ongoing basis. I'm pretty sure that the 
entire board is disappointed that only roughly a third has been tendered into the SIB. Under the rules, the SIB can 
basically be renewed, we're currently doing it on a monthly basis. I will talk with my board in the next few days and 
we'll decide what's going to happen at the expiry of this extension, which I think is August 30 or something. David, 
do you remember the exact day? 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. A 
Yes. That's right, Newton. At the end of August. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
And so... 
................................................................................................................................................................................................................................ 

Newton G. Z. Glassman 
Executive Chairman & Chief Executive Officer, Callidus Capital Corp.  A 
I think – my personal view is that banking on the market being stupid overall is a losing strategy in the long run, 
and I believe that the market will eventually understand both the value of this business restarting growth, the 
quality of our earnings which clearly has held in very, very well even with Gray Aqua as a fairly atypical issue 
because we're never going to be in the biologics business, and we will never frankly value inventory that way ever 
again, even if it's not a biologics business. And we're not going to have inventory technically that is a very quick – 
not only a quick wasting asset but requires investment to maintain its value.  
 
So, there's a whole bunch of process and procedure issues that we are unique, the Gray Aqua, and in a twisted 
way, I think it's helped our team. But I also don't think the market is stupid enough to put a zero value on yield 
enhancement. It's going to put a multiple on it, I don't know if the market will put the same multiple as our normal 
revenue stream and maybe it'll be that it puts it on the same multiple for the stuff that we recognize as fee or 
income because that's fairly stable, and a different multiple on the stuff that's either often directly, but I don't think 
the market is going to put a zero value on it which it currently is.  
 
So, we'll see what the market does. And if the market does disagree with my board's view of the value, then we'll 
evaluate what we think that value is and we will decide to use capital in the most efficient manner for our long-
term shareholders, and if we're making that 20%, 25%, 30% return by buying into the SIB, then we're extending it 
or increasing the price up, that's what we'll do. And remember, the stock price goes up as you actually materialize 
on that growth. So, our view of value and the world's view of value will change once growth starts hitting the loan 
book, it will go up. And if people want liquidity, we're more than happy, we're not quite ecstatic, and encourage 
them to tender to the SIB. 
................................................................................................................................................................................................................................ 

Paul Holden 
Analyst, CIBC World Markets, Inc. Q 
Great. That's all the questions from me. 
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Operator: [Operator Instructions] We are showing no further questions at this time. I will turn the call over to Mr. 
Reese. 
................................................................................................................................................................................................................................ 

David M. Reese 
President and Chief Operating Officer, Callidus Capital Corp. 

Thank you, Sharon. Thank you, all, for your questions. We look forward to seeing many of you over the coming 
weeks. Enjoy your day, and thanks again for your support of Callidus.  
................................................................................................................................................................................................................................ 
 
Operator: Ladies and gentlemen, this concludes today's conference call. You may now disconnect your lines.  
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Off-B/S  
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Disclosure  Tax  

Aimia Inc. TSX-AIM Wong 3-Sept-14         

Avigilon Corp. TSX-AVO Dusseldorp 31-Jul-14         

Callidus Capital Corp. TSX-CBL Georgopoulos 16-Apr-15         

Cameco Corp. 
TSX-CCO 

NYSE-CCJ 
Khmelnitsky 30-Apr-14         

CGI Group Inc. 
TSX-GIB.A 

NYSE-GIB 
Dusseldorp 3-Nov-11         

DirectCash Payments Inc. TSX-DCI Dusseldorp 18-Sep-13         

MacDonald Dettwiler & Assoc. Ltd. TSX-MDA Khmelnitsky 3-Nov-11         

Open Text Corp.  
TSX-OTC 

NASDAQ-OTEX 
Khmelnitsky 16-Nov-10         

Silver Wheaton Corp. 
TSX-SLW 

NYSE-SLW 
Khmelnitsky 13-Oct-15         

Valeant Pharmaceuticals Intl. Inc. 
TSX-VRX  

NYSE-VRX 
Khmelnitsky 5-Jan-12         
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TASO GEORGOPOULOS 

tgeorgopoulos@veri tascorp.com 
416-866-8783 

 

Updated November 12, 2015 

 
Current Price C$10.53 

Market Capitalization (million) $520 

CALLIDUS CAPITAL CORP. 

TSX-CBL 

G R A V I T Y  
Concerns related to the credit quality of Callidus’ loan book and uncertainty regarding the Catalyst loan loss guarantee 
combine to create uncertainty for investors attempting to value Callidus.  Only half of the loan book (in dollar terms) at 
December 31, 2014 was guaranteed and given the portfolio concentration, a single large borrower impairment could sig-
nificantly impact earnings and book value.  The information we have gathered from bankruptcy court filings, industry par-
ticipants, news media and various other sources suggests 20% of loan commitments could be at risk of impairment, absent 
the guarantee. 
 
Risk Areas 

 Earnings quality — Due to the priority of payments structure related to interest income and the subjectivity related to 
potential loan impairments, we view there to be an increased risk to economic earnings. 

 
 Disclosure — Limitations in disclosure related to accrued interest, loan valuation and the loan loss guarantee present 

a risk to investors in analyzing potential credit risk.  
 

Updates Since Last Report 
 No updates. 
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Issuer name: Callidus Capital Corporation
Legend: O - Original transaction, A - First amendment to transaction, A' - Second amendment to transaction, AP - Amendment to paper filing, etc.

 Insider's Relationship to Issuer: 1 - Issuer, 2 - Subsidiary of Issuer, 3 - 10% Security Holder of Issuer, 4 - Director of Issuer, 5 - Senior Officer of Issuer, 6 - Director or Senior Officer of 10% Security Holder, 7 - Director or Senior Officer of Insider or Subsidiary of Issuer (other than in 4,5,6), 8 - Deemed Insider - 6 Months before becoming
Insider.

Do you want to view transactions with remarks? Yes

Transaction ID Date of transaction
YYYY-MM-DD

Date of filing
YYYY-MM-DD

Ownership type (and registered holder, if applicable) Nature of transaction Number or value acquired or
disposed of

Insider name: Callidus Capital Corporation
Insider's Relationship to Issuer: 1 - Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2689132 2014-04-15 2015-07-19 Direct Ownership : 00 - Opening Balance-Initial SEDI Report

 
    2689134 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689135 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689136 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689137 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689138 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689139 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689140 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689141 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689142 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689143 2015-05-19 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689144 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689145 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689146 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689147 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689148 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689149 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689150 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689151 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689152 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689153 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689154 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689155 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689156 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689157 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689158 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689159 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689160 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689161 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689162 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689163 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689164 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689165 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689166 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689167 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689168 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689169 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689170 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689171 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689172 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
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    2689173 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
 

    2689174 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689175 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689176 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689177 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689178 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689179 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689180 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689181 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689182 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689183 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689184 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689185 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689186 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689187 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689188 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689189 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689190 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689191 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689192 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689193 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689194 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689195 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689196 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689197 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689198 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689199 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689200 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689201 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689202 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689203 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689204 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689205 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689206 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689207 2015-05-20 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689208 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689209 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689210 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689211 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689212 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689213 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689214 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689215 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689216 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689217 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689218 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689219 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689220 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689221 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689222 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689223 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
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    2689224 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689225 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689226 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689227 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689228 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689229 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689231 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689232 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689233 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689234 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689235 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689236 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689237 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689238 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689239 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689240 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689241 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689242 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689243 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689244 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689245 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689246 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689247 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689248 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689249 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689250 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689251 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689252 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689253 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689254 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689255 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689256 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689257 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689258 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689259 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689260 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689261 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689262 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689263 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689264 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689265 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689266 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689267 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689268 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689269 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689270 2015-05-21 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689271 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689272 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689273 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689274 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
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    2689275 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
  O 2689276 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689277 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689278 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689279 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689280 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689281 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689282 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689283 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689284 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689285 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689286 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689287 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689288 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689289 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689290 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689291 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689292 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689293 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689294 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689295 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689296 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689297 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689298 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689299 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689300 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689301 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689302 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689303 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689304 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689305 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689306 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689307 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689308 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689309 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689310 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689311 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689312 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689313 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689314 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689315 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689316 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689317 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689318 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689319 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689320 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689321 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689322 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689323 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689324 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689325 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
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    2689326 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689327 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689328 2015-05-22 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689329 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689330 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689331 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689332 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689333 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689334 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689335 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689336 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689337 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689338 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689339 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689340 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689341 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689342 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689343 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689344 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689345 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689346 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689347 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689348 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689349 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689350 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689351 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689352 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689353 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689354 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689355 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689356 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689357 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689358 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689359 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689360 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689361 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689362 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689363 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689364 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689365 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689366 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689367 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689368 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689369 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689370 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689371 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689372 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689373 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689374 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689375 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
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    2689376 2015-05-25 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase
 

    2689377 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689378 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689379 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689380 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689381 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689382 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689389 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689390 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689391 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689392 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689393 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689394 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689395 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689396 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689397 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689398 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689399 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689400 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
    2689401 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

  
    2689402 2015-05-26 2015-07-19 Direct Ownership : 38 - Redemption, retraction, cancellation, repurchase

 
Insider name: Catalyst Fund General Partner II Inc.
Insider's Relationship to Issuer: 3 - 10% Security Holder of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2466568 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
00 - Opening Balance-Initial SEDI Report

 
    2466569 2014-04-16 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

  
    2466570 2014-04-22 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

 
    2466571 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
16 - Acquisition or disposition under a prospectus exemption

  
    2628509 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund Limited Partnership II
97 - Other

 
    2988051 2015-12-31 2017-03-31 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    2788542 2016-01-20 2016-02-17 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
  O 2988056 2016-12-31 2017-03-31 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
  A 2988056 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3170871 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
  O 3180493 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
  A 3180493 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180500 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180514 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180517 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3190835 2018-05-25 2018-06-01 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3203252 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3216459 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    2466572 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

00 - Opening Balance-Initial SEDI Report

 
    2466573 2014-04-16 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

  
    2466574 2014-04-22 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation
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    2466575 2014-04-23 2014-04-29 Control or Direction : 
Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

16 - Acquisition or disposition under a prospectus exemption

  
    2628508 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

97 - Other

 
Insider name: Catalyst Fund General Partner III Inc.
Insider's Relationship to Issuer: 3 - 10% Security Holder of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2466585 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership III
00 - Opening Balance-Initial SEDI Report

 
    2466587 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership III
36 - Conversion or exchange

  
    2466588 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership III
16 - Acquisition or disposition under a prospectus exemption

 
    2628503 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund Limited Partnership III
97 - Other

  
    2988042 2015-12-31 2017-03-31 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    2788550 2016-01-20 2016-02-17 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
  O 2988046 2016-12-31 2017-03-31 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
  A 2988046 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3170885 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180539 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180541 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180542 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180543 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3190841 2018-05-25 2018-06-01 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3203255 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3216467 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    2466589 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

00 - Opening Balance-Initial SEDI Report

 
    2466590 2014-04-16 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

  
    2466591 2014-04-22 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

 
    2466592 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

16 - Acquisition or disposition under a prospectus exemption

  
    2628501 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

97 - Other

 
Insider name: Catalyst Fund General Partner IV Inc.
Insider's Relationship to Issuer: 3 - 10% Security Holder of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2466598 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership IV
00 - Opening Balance-Initial SEDI Report

 
    2466600 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership IV
36 - Conversion or exchange

  
    2466602 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership IV
16 - Acquisition or disposition under a prospectus exemption

 
    2643890 2014-12-31 2015-04-10 Control or Direction : 

Catalyst Fund Limited Partnership IV
45 - Compensation for property

  
    2988031 2015-12-31 2017-03-31 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
  O 2788558 2016-01-20 2016-02-17 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
  A 2788558 2016-01-20 2016-02-17 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
  O 2988033 2016-12-31 2017-03-31 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
  A 2988033 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3170889 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180548 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180552 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan
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    3180556 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180560 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3190842 2018-05-25 2018-06-01 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3203256 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3216474 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
Insider name: Catalyst Fund II Parallel General Partner Inc.
Insider's Relationship to Issuer: 3 - 10% Security Holder of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2466576 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
00 - Opening Balance-Initial SEDI Report

 
    2466577 2014-04-16 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

  
    2466578 2014-04-22 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

 
    2466579 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
16 - Acquisition or disposition under a prospectus exemption

  
    2628518 2014-04-15 2015-03-18 Control or Direction : 

Catalyst Fund LP II (parallel fund)
00 - Opening Balance-Initial SEDI Report

 
    2628519 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund LP II (parallel fund)
97 - Other

  
    2988037 2015-12-31 2017-03-31 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    2788548 2016-01-20 2016-02-17 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
  O 2988039 2016-12-31 2017-03-31 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
  A 2988039 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3170880 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180567 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180569 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180572 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180574 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3190838 2018-05-25 2018-06-01 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3203257 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3216463 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    2466580 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

00 - Opening Balance-Initial SEDI Report

 
    2466581 2014-04-16 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

  
    2466582 2014-04-22 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

 
    2466583 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

16 - Acquisition or disposition under a prospectus exemption

  
    2628516 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

97 - Other

 
Insider name: Donath, Tibor
Insider's Relationship to Issuer: 4 - Director of Issuer
Ceased to be Insider: 2019-11-08  
Security designation: Common Shares
    2474975 2014-04-15 2014-05-15 Control or Direction : 

Susan Donath
00 - Opening Balance-Initial SEDI Report

 
    2474976 2014-04-23 2014-05-15 Control or Direction : 

Susan Donath
15 - Acquisition or disposition under a prospectus

  
    2759791 2015-12-22 2015-12-22 Control or Direction : 

Susan Donath
10 - Acquisition or disposition in the public market

 
    3445520 2019-11-05 2019-11-06 Control or Direction : 

Susan Donath
22 - Acquisition or disposition pursuant to a take-over bid, merger
or acquisition

  
    2474972 2014-04-15 2014-05-15 Direct Ownership : 00 - Opening Balance-Initial SEDI Report

 
    2474974 2014-04-23 2014-05-15 Direct Ownership : 15 - Acquisition or disposition under a prospectus

  
    2759788 2015-12-22 2015-12-22 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2986283 2016-12-31 2017-03-30 Direct Ownership : 30 - Acquisition or disposition under a purchase/ownership plan
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    3153343 2017-12-31 2018-03-16 Direct Ownership : 30 - Acquisition or disposition under a purchase/ownership plan

 
    3341938 2018-12-31 2019-03-25 Direct Ownership : 30 - Acquisition or disposition under a purchase/ownership plan

  
    3445519 2019-11-05 2019-11-06 Direct Ownership : 22 - Acquisition or disposition pursuant to a take-over bid, merger

or acquisition
 

    3153345 2017-12-31 2018-03-16 Indirect Ownership : 
Susan Donath

30 - Acquisition or disposition under a purchase/ownership plan

  
    3341941 2018-12-31 2019-03-25 Indirect Ownership : 

Susan Donath
30 - Acquisition or disposition under a purchase/ownership plan

 
Insider name: Glassman, Newton Gershon Zev
Insider's Relationship to Issuer: 4 - Director of Issuer, 6 - Director or Senior Officer of 10% Security Holder, 5 - Senior Officer of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2755719 2014-04-15 2015-12-15 Indirect Ownership : 

FigCorp Ltd.
00 - Opening Balance-Initial SEDI Report

 
    2755721 2015-12-14 2015-12-15 Indirect Ownership : 

FigCorp Ltd.
10 - Acquisition or disposition in the public market

  
    2755723 2015-12-15 2015-12-15 Indirect Ownership : 

FigCorp Ltd.
10 - Acquisition or disposition in the public market

 
    2765248 2016-01-04 2016-01-05 Indirect Ownership : 

FigCorp Ltd.
90 - Change in the nature of ownership

  
    3157402 2017-12-31 2018-03-21 Indirect Ownership : 

FigCorp Ltd.
30 - Acquisition or disposition under a purchase/ownership plan

 
    3342544 2018-12-31 2019-03-25 Indirect Ownership : 

FigCorp Ltd.
30 - Acquisition or disposition under a purchase/ownership plan

  
    2765249 2014-04-15 2016-01-05 Indirect Ownership : 

Newton Glassman Charitable Foundation
00 - Opening Balance-Initial SEDI Report

 
    2765251 2016-01-04 2016-01-05 Indirect Ownership : 

Newton Glassman Charitable Foundation
90 - Change in the nature of ownership

  
    3445529 2019-11-05 2019-11-06 Indirect Ownership : 

Newton Glassman Charitable Foundation
22 - Acquisition or disposition pursuant to a take-over bid, merger
or acquisition

 
Insider name: Lavelle, Patrick Joseph
Insider's Relationship to Issuer: 6 - Director or Senior Officer of 10% Security Holder
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2466314 2014-04-15 2014-04-28 Direct Ownership : 00 - Opening Balance-Initial SEDI Report

 
    2466316 2014-04-23 2014-04-28 Direct Ownership : 15 - Acquisition or disposition under a prospectus

  
Insider name: Reese, David Michael
Insider's Relationship to Issuer: 5 - Senior Officer of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2756239 2014-04-15 2015-12-16 Direct Ownership : 00 - Opening Balance-Initial SEDI Report

 
    2756240 2015-12-15 2015-12-16 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2824030 2016-04-05 2016-04-10 Direct Ownership : 51 - Exercise of options

 
    2824031 2016-04-05 2016-04-10 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2824472 2016-04-06 2016-04-11 Direct Ownership : 51 - Exercise of options

 
    2824473 2016-04-06 2016-04-11 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2824474 2016-04-06 2016-04-11 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2824475 2016-04-06 2016-04-11 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825007 2016-04-07 2016-04-12 Direct Ownership : 51 - Exercise of options

 
    2825008 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825009 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825010 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825011 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825012 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825013 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825014 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825015 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825016 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825017 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825018 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825019 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825020 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825021 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825022 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825023 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market
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    2825024 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825025 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825026 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825027 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825028 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825029 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825030 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825031 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825032 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825033 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825034 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825035 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825036 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
    2825037 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

 
    2825038 2016-04-07 2016-04-12 Direct Ownership : 10 - Acquisition or disposition in the public market

  
Insider name: Riley, James Albert
Insider's Relationship to Issuer: 4 - Director of Issuer, 6 - Director or Senior Officer of 10% Security Holder, 5 - Senior Officer of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2772302 2014-04-15 2016-01-13 Direct Ownership : 00 - Opening Balance-Initial SEDI Report

 
    2772308 2016-01-13 2016-01-13 Direct Ownership : 10 - Acquisition or disposition in the public market

  
Insider name: sutin, david earl
Insider's Relationship to Issuer: 4 - Director of Issuer
Ceased to be Insider: 2019-11-08  
Security designation: Common Shares
    2640073 2014-04-15 2015-04-02 Indirect Ownership : 

1376124 Ontario Ltd.
00 - Opening Balance-Initial SEDI Report

 
    2640077 2015-04-02 2015-04-02 Indirect Ownership : 

1376124 Ontario Ltd.
10 - Acquisition or disposition in the public market

  
    2753133 2015-12-09 2015-12-10 Indirect Ownership : 

1376124 Ontario Ltd.
10 - Acquisition or disposition in the public market

 
    2758849 2015-12-18 2015-12-21 Indirect Ownership : 

1376124 Ontario Ltd.
10 - Acquisition or disposition in the public market

  
    2986286 2016-12-31 2017-03-30 Indirect Ownership : 

1376124 Ontario Ltd.
30 - Acquisition or disposition under a purchase/ownership plan

 
    3152851 2017-12-31 2018-03-15 Indirect Ownership : 

1376124 Ontario Ltd.
30 - Acquisition or disposition under a purchase/ownership plan

  
    3343536 2018-12-31 2019-03-26 Indirect Ownership : 

1376124 Ontario Ltd.
30 - Acquisition or disposition under a purchase/ownership plan

 
    3445512 2019-11-05 2019-11-06 Indirect Ownership : 

1376124 Ontario Ltd.
22 - Acquisition or disposition pursuant to a take-over bid, merger
or acquisition

  
Insider name: The Catalyst Capital Group Inc.
Insider's Relationship to Issuer: 3 - 10% Security Holder of Issuer
Ceased to be Insider: 2014-04-15  
Security designation: Common Shares
  O 2465398 2014-04-15 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership II
00 - Opening Balance-Initial SEDI Report

 
  A 2465398 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
00 - Opening Balance-Initial SEDI Report

  
    2465421 2014-04-16 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

 
    2465426 2014-04-22 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

  
  O 2465436 2014-04-23 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership II
90 - Change in the nature of ownership

 
  A 2465436 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership II
99 - Correction of information

  
    2465400 2014-04-15 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership III
00 - Opening Balance-Initial SEDI Report

 
    2465431 2014-04-23 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership III
36 - Conversion or exchange

  
  O 2465442 2014-04-23 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership III
90 - Change in the nature of ownership

 
  A 2465442 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership III
99 - Correction of information

  
    2465419 2014-04-15 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership IV
00 - Opening Balance-Initial SEDI Report

 
    2465433 2014-04-23 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership IV
36 - Conversion or exchange

  
  O 2465444 2014-04-23 2014-04-25 Control or Direction : 

Catalyst Fund Limited Partnership IV
90 - Change in the nature of ownership
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  A 2465444 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund Limited Partnership IV
99 - Correction of information

  
  O 2465417 2014-04-15 2014-04-25 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

00 - Opening Balance-Initial SEDI Report

 
  A 2465417 2014-04-15 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

00 - Opening Balance-Initial SEDI Report

  
    2465423 2014-04-16 2014-04-25 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

 
    2465429 2014-04-22 2014-04-25 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

  
  O 2465440 2014-04-23 2014-04-25 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

90 - Change in the nature of ownership

 
  A 2465440 2014-04-23 2014-04-29 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

99 - Correction of information

  
Insider name: The Catalyst Capital Group Inc.
Insider's Relationship to Issuer: 3 - 10% Security Holder of Issuer
Ceased to be Insider: Not applicable  
Security designation: Common Shares
    2475241 2014-04-15 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership II
00 - Opening Balance-Initial SEDI Report

 
    2475243 2014-04-16 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

  
    2475244 2014-04-22 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership II
37 - Stock split or consolidation

 
    2475246 2014-04-23 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership II
90 - Change in the nature of ownership

  
    2628491 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund Limited Partnership II
97 - Other

 
    3170980 2015-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3170981 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3170982 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180592 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180603 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180604 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180606 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3191059 2018-05-25 2018-06-04 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    3203247 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

  
    3216479 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund Limited Partnership II
30 - Acquisition or disposition under a purchase/ownership plan

 
    2475247 2014-04-15 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership III
00 - Opening Balance-Initial SEDI Report

  
    2475248 2014-04-23 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership III
36 - Conversion or exchange

 
    2475249 2014-04-23 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership III
90 - Change in the nature of ownership

  
    2628493 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund Limited Partnership III
97 - Other

 
    3170983 2015-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3170984 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3170988 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180607 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180609 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180611 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180612 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3191060 2018-05-25 2018-06-04 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    3203248 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

  
    3216483 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund Limited Partnership III
30 - Acquisition or disposition under a purchase/ownership plan

 
    2475254 2014-04-15 2014-05-16 Control or Direction : 00 - Opening Balance-Initial SEDI Report
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Catalyst Fund Limited Partnership IV

  
    2475255 2014-04-23 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership IV
36 - Conversion or exchange

 
    2475257 2014-04-23 2014-05-16 Control or Direction : 

Catalyst Fund Limited Partnership IV
90 - Change in the nature of ownership

  
    2643893 2014-12-31 2015-04-10 Control or Direction : 

Catalyst Fund Limited Partnership IV
45 - Compensation for property

 
    3170989 2015-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3170990 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3170991 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180613 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180615 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180616 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180618 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3191061 2018-05-25 2018-06-04 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    3203249 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

  
    3216486 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund Limited Partnership IV
30 - Acquisition or disposition under a purchase/ownership plan

 
    2628498 2014-04-15 2015-03-18 Control or Direction : 

Catalyst Fund LP II (parallel fund)
00 - Opening Balance-Initial SEDI Report

  
    2628499 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund LP II (parallel fund)
97 - Other

 
    3170992 2015-12-31 2018-04-11 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3170993 2016-12-31 2018-04-11 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3170994 2017-12-31 2018-04-11 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180621 2018-01-24 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180622 2018-02-22 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3180623 2018-03-23 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3180624 2018-04-24 2018-05-08 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3191062 2018-05-25 2018-06-04 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    3203250 2018-06-27 2018-06-29 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

  
    3216490 2018-07-25 2018-07-30 Control or Direction : 

Catalyst Fund LP II (parallel fund)
30 - Acquisition or disposition under a purchase/ownership plan

 
    2475250 2014-04-15 2014-05-16 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

00 - Opening Balance-Initial SEDI Report

  
    2475251 2014-04-16 2014-05-16 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

 
    2475252 2014-04-22 2014-05-16 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

37 - Stock split or consolidation

  
    2475253 2014-04-23 2014-05-16 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

90 - Change in the nature of ownership

 
    2628485 2015-03-13 2015-03-18 Control or Direction : 

Catalyst Fund LP II, Catalyst Fund LP II (parallel fund),
Catalyst Fund LP III

97 - Other

  
To download this information, click on the appropriate button

Download PDF Report

To search again or select another name, click on the appropriate button
Refine Search Criteria  Return to Search Results

 Register as a SEDI user | Access public filings | Help | E-mail us | Privacy Statement | Terms of Use | SEDIrc1.17.0
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Callidus Capital Corporation Declares January 2016 Dividend 

TORONTO, December 14, 2015 - Callidus Capital Corporation (the "Company" or “Callidus”) 
is pleased to announce that, in accordance with its previously announced dividend policy, the 
Company will pay a quarterly eligible dividend of $0.175 per common share ("Common Share") 
of the Company to holders of Common Shares of record on December 31, 2015. The dividend 
will be paid on or before January 20, 2016. 

The Company's dividend policy and normal course issuer bid are part of Callidus' efforts to 
achieve a stock price that better reflects the underlying value of its shares. Catalyst Capital 
Group Inc., the Company's controlling shareholder, has encouraged the Company to pursue 
further measures in that regard, including a substantial issuer bid and, if the shares continue 
thereafter to trade at a significant discount to their underlying value, a going private transaction. 

The Company also offers a Dividend Reinvestment Plan (the "Plan"), which is eligible to holders 
of Common Shares and provides a convenient means to purchase additional Common Shares by 
reinvesting cash dividends without having to pay commissions, service charges or brokerage 
fees. 

Common Shares acquired under the Plan will be automatically enrolled in the Plan. Shareholders 
who hold their Common Shares through a broker, financial institution or other nominee must 
enroll for dividend reinvestment through their nominee holder. 

The full text of the Plan can be obtained on the Company’s website at 
http://www.calliduscapital.ca/. 

For purposes of the enhanced dividend tax credit rules contained in the Income Tax Act 
(Canada) and any corresponding provincial and territorial tax legislation, all dividends paid by 
Callidus on our common shares in the calendar year, are designated as “eligible dividends”.  

About Callidus Capital Corporation 

Established in 2003, Callidus Capital Corporation is a Canadian company that specializes in 
innovative and creative financing solutions for companies that are unable to obtain adequate 
financing from conventional lending institutions. Unlike conventional lending institutions who 
demand a long list of covenants and make credit decisions based on cash flow and projections, 
Callidus credit facilities have few, if any, covenants and are based on the value of the company’s 
assets, its enterprise value and borrowing needs. Callidus employs a proprietary system of 
monitoring collateral and exercising control over the cash inflow and outflows of each borrower, 
enabling Callidus to very effectively manage any risk of loss. 

For further information, please contact: 
 
David Reese 
President and Chief Operating Officer 
Callidus Capital Corporation 
Phone: 416-945-3016 
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- 2 - 

E-mail: dreese@calliduscapital.ca 
 
www.calliduscapital.ca 
 

881033
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Browse  ! Shares  ! Financials  ! Investment Banking & Investment Services  ! Callidus Capital

Callidus Capital Share News

C$0.74  0.0  0.0%
Last Trade - 06/11/19

Sector

Financials
 RiskRating

Adventurous
 Size

Micro Cap
 Style

CBL - 
"

Market Cap £n/a

Enterprise Value £n/a

Revenue £188.1m

Position in Universe th / 2678

Quality #

Value #

Momentum #

StockRank™ #

STOCKREPORT™ TOOLS  ACCOUNTS  CHARTS NEWS DISCUSSIONS CBL DIVIDENDS

ALL NEWS 

BRIEF-Callidus Capital Corp increases dividend by 20 pct
 News

BRIEF-Callidus Capital announces take-up of additional shares under the outstanding substantial issuer bid
 News

BRIEF-Callidus says board intends to engage external advisors to explore privatization of co
 News

BRIEF-Callidus Capital increases substantial issuer bid price to $16.50/share,sets new expiry date
 News

BRIEF-Callidus capital q2 earnings per share $0.73
 News

BRIEF-Callidus announces new securitization facility
 News

BRIEF-Callidus Capital increases the substantial issuer bid price by over 10 pct
 News

BRIEF-Callidus Capital Q1 earnings per share $0.34
 News

BRIEF-Braslyn invests in Callidus Capital Corporation
 News

BRIEF-Berkley Capital invests in Callidus Capital Corp
 News

BRIEF-Callidus Capital says signed letter of intent to acquire, restart and operate Esco Marine Inc
 News

BRIEF-Callidus Capital posts Q3 earnings C$0.40/shr
 News

17th Oct '16

3rd Oct '16

30th Sep '16

29th Aug '16

12th Aug '16

18th Jul '16

21st Jun '16

12th May '16

4th Jan '16

11th Dec '15

8th Dec '15

5th Nov '15

« Previous 1 2 3 4
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Browse  ! Shares  ! Financials  ! Investment Banking & Investment Services  ! Callidus Capital

Callidus Capital Share News

C$0.74  0.0  0.0%
Last Trade - 06/11/19

Sector

Financials
 RiskRating

Adventurous
 Size

Micro Cap
 Style

CBL - 
"

Market Cap £n/a

Enterprise Value £n/a

Revenue £188.1m

Position in Universe th / 2678

Quality #

Value #

Momentum #

StockRank™ #

STOCKREPORT™ TOOLS  ACCOUNTS  CHARTS NEWS DISCUSSIONS CBL DIVIDENDS

ALL NEWS 

PRESS DIGEST- Canada- April 3
 News

BRIEF-Callidus Capital Reports Quarterly Loss Per Share $3.37
 News

Callidus shares tumble after Reuters report on Catalyst valuations
 News

BRIEF- Braslyn Increases Ownership In Callidus Capital
 News

SPECIAL REPORT-Private equity star's picks shine, until cash-out time
 News

BRIEF-Callidus Capital reports quarterly loss of $0.35 per share
 News

BRIEF-Callidus Capital qtrly loss of $0.51 per share
 News

PRESS DIGEST- Canada- Aug 10
 News

BRIEF-Callidus provides business update
 News

BRIEF-Callidus Capital qtrly loss per share $0.07
 News

BRIEF-Callidus Capital announces automatic share purchase plan
 News

BRIEF-Callidus Capital Q4 earnings per share $0.45
 News

BRIEF-Braslyn increases ownership in Callidus Capital Corp
 News

BRIEF-Callidus Capital provides update on privatization process
 News

BRIEF-Callidus Capital says court of appeals overturned lower court's decision in relation to defamation claim
 News

BRIEF-Callidus capital may acquire up to 2.5 million of common shares
 News

BRIEF-Callidus Capital sets new expiry date for outstanding substantial issuer bid
 News

BRIEF-Callidus Capital reports Q3 earnings per share of $0.43
 News

BRIEF-Callidus Capital announces take-up of additional shares under the outstanding substantial issuer bid
 News

BRIEF-Callidus Capital appoints Goldman, Sachs & Co as financial advisor to lead privatization process
 News

3rd Apr '18

3rd Apr '18

26th Mar '18

26th Mar '18

23rd Mar '18

14th Nov '17

11th Aug '17

10th Aug '17

29th Jun '17

4th May '17

4th Apr '17

31st Mar '17

29th Mar '17

14th Feb '17

2nd Feb '17

25th Jan '17

30th Nov '16

4th Nov '16

1st Nov '16

31st Oct '16

« Previous 1 2 3 4 Next »
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Browse  ! Shares  ! Financials  ! Investment Banking & Investment Services  ! Callidus Capital

Callidus Capital Share News

C$0.74  0.0  0.0%
Last Trade - 06/11/19

Sector

Financials
 RiskRating

Adventurous
 Size

Micro Cap
 Style

CBL - 
"

Market Cap £n/a

Enterprise Value £n/a

Revenue £188.1m

Position in Universe th / 2678

Quality #

Value #

Momentum #

StockRank™ #

STOCKREPORT™ TOOLS  ACCOUNTS  CHARTS NEWS DISCUSSIONS CBL DIVIDENDS

ALL NEWS 

BRIEF-Catalyst Capital Group Comments On Braslyn Ltd Offer To Acquire Outstanding Publicly Held Common Shares Of Callidus Capital Corporation
 News

BRIEF-Callidus Capital Special Committee Responds To Braslyn's Announcement Of A Non-Binding Proposal To Acquire Callidus Shares
 News

BRIEF-Braslyn Discloses All-Cash Proposal For Callidus Capital For C$2.00/Share
 News

BRIEF-Callidus Capital Announces Signing Of Agreement To Sell Commodity Business Of C&C Resources
 News

BRIEF-Callidus Capital Reports Loss Per Share $0.36
 News

BRIEF-Callidus Appoints Patrick Dalton Interim CEO
 News

BRIEF-Callidus Capital Announces Letter Of Intent To Sell Commodity Business Of C&C Resources
 News

BUZZ-Callidus Capital: Q2 loss widens, CEO goes on medical leave
 News

PRESS DIGEST - Canada - Aug 14
 News

BRIEF-Callidus Capital Qtrly Loss Of $0.75 Per Share
 News

BRIEF-Callidus Capital CEO To Take Medical Leave Of Absence
 News

CANADA STOCKS-TSX futures lower as oil prices slip
 News

CANADA RESEARCH ROUNDUP-Azarga Uranium, Rubicon Minerals, West Fraser Timber
 News

Canada's Callidus Capital plunges after scrapping dividend
 News

BRIEF-Callidus Capital Says Board Approved Eliminating Co's Dividend
 News

BRIEF-Callidus Capital Reports First Quarter Loss Per Share Of C$0.13
 News

BRIEF-Callidus Capital Announces Acceptance Of Normal Course Issuer Bid
 News

BRIEF-Callidus Capital Corporation Announces Intention To Apply For Normal Course Issuer Bid
 News

UPDATE 1-Callidus Capital shares fall to all-time low after loss
 News

Callidus shares fall as much as 42 percent after reporting loss
 News

7th Dec '18

7th Dec '18

6th Dec '18

4th Dec '18

15th Nov '18

29th Oct '18

26th Sep '18

14th Aug '18

14th Aug '18
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April 22, 2016 
 
 
The Board of Directors of Callidus Capital Corporation 
4620 - 181 Bay Street, P.O. Box 792 
Bay Wellington Tower, Brookfield Place 
Toronto, Ontario, M5J 2T3 
Canada 
 
To the Board of Directors: 

National Bank Financial Inc. (“National Bank Financial”, “NBF”, “we” or “us”) understands that 
Callidus Capital Corporation (“Callidus” or the “Company”) intends to initiate a substantial issuer 
bid (the “SIB”) whereby Callidus will offer to purchase for cancellation up to 3,571,428 common 
shares of the Company (the “Shares”) at a purchase price of $14 per Share (the “Purchase Price”) 
for an aggregate purchase price not to exceed $50 million (the “Offer”).  The Board of Directors of 
Callidus (the “Board”) has retained NBF to prepare a formal valuation (the “Formal Valuation”) of 
the Shares in connection with the Offer.  The Board has received an opinion from NBF that (i) a 
liquid market exists for the shares as at March 29, 2016 and (ii) it is reasonable to conclude that, 
following the completion of the Offer, there will be a market for holders of the shares who do not 
tender to the Offer that is not materially less liquid than the market that existed at the time of the 
making of the Offer (the “Liquidity Opinion”).  We understand that: 

i. a complete description of the terms and conditions of the Offer will be contained in the 
Offer to Purchase and Issuer Bid Circular and related documents that Callidus expects will 
be filed with the applicable securities regulatory authorities in Canada and expected to be 
mailed to shareholders on or about April 22, 2016; 

ii. The Catalyst Capital Group Inc. (“CCGI”), the manager of various funds who own in the 
aggregate 62.5% of the outstanding Shares (the “Catalyst Funds”), has advised Callidus 
that such funds will not tender any of their holdings to the Offer; 

iii. the Offer will be an “issuer bid” under Multilateral Instrument 61-101 - Protection of 
Minority Security Holders in Special Transactions (“MI 61-101”); and  

iv. the Offer is exempt from the formal valuation requirements of MI 61-101 as a result of the 
delivery of the Liquidity Opinion by NBF, however the Board has determined that in order 
to aid holders of the Shares in considering the Offer, the Formal Valuation be prepared in 
accordance with MI 61-101. 

ENGAGEMENT OF NATIONAL BANK FINANCIAL 

Representatives of the Company initially contacted NBF on December 18, 2015 regarding 
potentially engaging NBF to prepare a valuation of the Shares.  Pursuant to an agreement dated 

961041

1064



  

  2 

March 30, 2016 (the “Engagement Agreement”), the Company engaged NBF to prepare, under the 
supervision of the Board, the Formal Valuation in accordance with MI 61-101.   

The terms of the Engagement Agreement provide that NBF is to be paid a total fee of $550,000 for 
services to be rendered thereunder.  In addition, NBF is to be reimbursed for its reasonable out-of-
pocket expenses and is to be indemnified by the Company under certain circumstances.  No part of 
NBF’s fee is contingent upon the conclusions reached in the Formal Valuation or on the completion 
of the Offer. 

CREDENTIALS OF NATIONAL BANK FINANCIAL 

NBF is one of Canada’s largest investment banking firms with operations in all facets of corporate 
and government finance, mergers and acquisitions, equity and fixed income sales and trading and 
investment research.  This Formal Valuation is the opinion of NBF and the form and content hereof 
has been reviewed and approved for release by a group of managing directors of NBF, each of 
whom is experienced in merger, acquisition, divestiture, valuation and fairness opinion matters. 

INDEPENDENCE OF NATIONAL BANK FINANCIAL 

None of NBF, National Bank of Canada (“National Bank”) or any of their affiliated entities (as 
such term is defined for purposes of MI 61-101): 

i. is an associated or affiliated entity or issuer insider (as such terms are defined for the 
purposes of MI 61-101) of the Company its respective associates or affiliates; 

ii. is an advisor to Callidus in connection with the Offer; 

iii. is a manager or co-manager of a soliciting dealer group formed in respect of the Offer (or 
a member of such a group performing services beyond the customary soliciting dealer’s 
functions or receives more than the per security or per securityholder fees payable to the 
other members of the group);  

iv. has a financial incentive in respect of the conclusions reached in the Formal Valuation or 
on completion of the Offer; 

v. has a material financial interest in the completion of the Offer; 

vi. during the 24 months before NBF was first contacted by the Company in respect of the 
Offer, had a material involvement in an evaluation, appraisal or review of the financial 
condition of the Company or any of its affiliated entities, acted as a lead or co-lead 
underwriter of a distribution of securities of the Company or any of its affiliated entities or 
had a material financial interest in transactions involving the Company or any of its 
affiliated entities except as described herein; or  

vii. is a lead or co-lead lender or manager of a lending syndicate in respect of the Offer or a 
lender of a material amount of indebtedness to the Company or any of its affiliated entities.  

In 2014, NBF participated in the Company’s initial public offering of common shares, but did not 
act as lead or co-lead underwriter in respect of such offering.  National Bank has been a co-lender 
to Catalyst Fund Limited Partnership V, an investment fund managed by CCGI, since 2015. 
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NBF acts as a trader and dealer, both as principal and agent, in major financial markets and, as 
such, may have had and may in the future have positions in the securities of the Company and from 
time to time, may have executed or may execute transactions for such entities and their respective 
associates and affiliates and clients from whom it received or may receive compensation.  NBF, as 
an investment dealer, conducts research on securities and may, in the ordinary course of its 
business, provide research reports and investment advice to its clients on investment matters, 
including with respect to the Company and its associates and affiliates and the Offer.  

In addition, in the ordinary course of its business, NBF or its controlling shareholder, National 
Bank, may have extended or may extend loans, or may have provided or may provide other 
financial services, to the Company, CCGI, the Catalyst Funds or their respective associates or 
affiliates.  Except as expressed herein, there are no understandings, agreements or commitments 
between NBF or National Bank, on the one hand, and the Company, CCGI, the Catalyst Funds or 
their respective associates or affiliates on the other hand with respect to any future business 
dealings. 

SCOPE OF REVIEW 

In connection with rendering this Formal Valuation, we have reviewed and relied upon, or carried 
out as the case may be, among other things, the following: 

i. the draft Offer to Purchase and Issuer Bid Circular dated April 22, 2016; 

ii. the audited financial statements for Callidus of the year ended December 31, 2015; 

iii. publicly available documents regarding Callidus including annual and interim reports, 
financial statements, management discussion and analysis, management information 
circulars and annual information forms; 

iv. the debenture repayment agreement dated April 23, 2014 among the Company, Catalyst 
Fund Limited Partnership III and Catalyst Fund Limited Partnership IV (the “Debenture 
Repayment Agreement”); 

v. the participation agreement dated April 23, 2014 among the Company, CCC Funding 
Corporation, Catalyst Fund Limited Partnership IV and CCGI (the “Participation 
Agreement”); 

vi. the letter agreement dated February 16, 2015 from the Company to Catalyst Fund Limited 
Partnership III, Catalyst Fund Limited Partnership IV, CCGI and CCC Funding 
Corporation (the “Letter Agreement”); 

vii. Callidus management’s four year financial forecast for the years ending December 31, 
2016 to 2019; 

viii. certain other non-public information prepared and provided to us by Callidus management, 
primarily financial in nature, concerning the business, assets, liabilities and prospects of 
Callidus; 

ix. discussions with Callidus’ management with respect to, among other things, the Offer, as 
well as Callidus’ business, operations, financial position, budget, key assets and prospects; 
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x. various reports published by equity research analysts and industry sources regarding 
Callidus and other comparable public companies, to the extent deemed relevant by us; 

xi. asset based lending industry statistics and related trends and drivers; 

xii. trading statistics and selected financial information of Callidus and other select public 
companies; 

xiii. comparable acquisition transactions considered by us to be relevant; 

xiv. discussions with operating and senior management of Callidus; 

xv. discussions with members of the Board; 

xvi. discussions with legal counsel to Callidus; 

xvii. discussions with the Company’s auditor and review of the auditor’s working papers; 

xviii. such information, analysis and discussions (including discussions with third parties) as 
NBF considered necessary or appropriate in the circumstances; and 

xix. a certificate addressed to NBF, dated as of the date hereof, from senior officers of Callidus, 
regarding the completeness and accuracy of the information upon which this opinion is 
based (the “Certificate”). 

NBF has not, to the best of its knowledge, been denied access by the Company to any information 
requested by NBF. 

PRIOR VALUATIONS 

The Company has represented to NBF that, to the knowledge of the Company, its directors and 
senior officers after reasonable enquiry, there are no prior valuations (as defined in MI 61-101) of 
the Company or its material assets or its securities prepared in the past 24 months.  

ASSUMPTIONS AND LIMITATIONS 

This Formal Valuation is subject to the assumptions, explanations and limitations set forth below. 

NBF has relied upon, and has assumed the completeness, accuracy and fair presentation of all 
financial and other information, data, advice, opinions and representations obtained by it from 
public sources or provided by the Company or its officers, associates, affiliates, consultants, 
advisors and representatives (collectively, the “Information”).  The Formal Valuation is conditional 
upon the completeness, accuracy and fair presentation of such Information.  In accordance with the 
Engagement Agreement, but subject to the exercise of its professional judgment, NBF has not 
attempted to verify independently the completeness, accuracy or fair presentation of the 
Information. 

NBF has assumed that the forecasts, projections and budgets of the Company provided to us and 
relied upon by us in our analyses have been reasonably prepared on bases reflecting the best 
currently available estimates and judgments of management of the Company as to matters covered 
thereby, having regard to the Company’s industry, business, plans and prospects.  We have relied 
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upon and assumed the accuracy and fair presentation of audited financial statements of the 
Company and the reports of the auditors thereon.   

In preparing the Formal Valuation, NBF has made several assumptions, including that the 
disclosure provided or incorporated by reference in the Offer to Purchase and Issuer Bid Circular 
with respect to Callidus and its subsidiaries and affiliates and the Offer will be accurate in all 
material respects. 

Senior management of the Company have represented to us in the Certificate, among other things, 
that: 

i. all information, data and other material (other than the financial material, documentation 
and other data referred to in paragraph (iv) below) (the “Data”) provided orally by, or in 
the presence of, an officer or employee of the Company or any of its subsidiaries or in 
writing by the Company or any of its subsidiaries or their respective agents to NBF relating 
to the Company or any such subsidiaries or the Offer for the purpose of preparing the 
Formal Valuation was, at the date the Data was provided to NBF, after taking into account 
updates to earlier Data for actual results, subsequent to the release of the Company’s fiscal 
year 2015 financials, provided in later dated or subsequently revised Data and is as of the 
date of such Certificate, complete, true and correct in all material respects, and did not and 
does not contain any untrue statement of a material fact in respect of the Company, its 
subsidiaries or the Offer and did not and does not omit to state a material fact in respect of 
the Company, its subsidiaries or the Offer necessary to make the Data not misleading in 
light of the circumstances under which the Data was made or provided; 

ii. since the dates on which the Data was provided to NBF, except as disclosed in writing to 
NBF, there has been no material change, financial or otherwise, in the financial condition, 
assets, liabilities (contingent or otherwise), business, operations or prospects of the 
Company or any of its subsidiaries and no material change has occurred in the Data or any 
part thereof which would have or which would reasonably be expected to have a material 
effect on the Formal Valuation; 

iii. since the dates on which the Data was provided to NBF, except as disclosed in writing to 
NBF, no material transaction has been entered into by the Company or any of its 
subsidiaries, other than as publicly disclosed or other than in the ordinary course of 
business;  

iv. all financial material, documentation and other financial data concerning the Offer, the 
Company and its subsidiaries, excluding any projections or forecasts and other future 
oriented financial information concerning the Offer, the Company and its affiliates 
(collectively, “FOFI”), provided to NBF were prepared on a basis consistent in all material 
respects with the accounting policies applied in the audited consolidated financial 
statements of the Company dated as at December 31, 2015, reflect the assumptions 
disclosed therein (which assumptions management of the Company believes to be 
reasonable) and, to the best of management’s knowledge, information and belief, do not 
contain any untrue statement of a material fact or omit to state any material fact necessary 
to make such financial material, documentation or data not misleading in light of the 
circumstances in which such financial material, documentation and data was provided to 
NBF; and 
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v. all FOFI provided to NBF has been prepared using assumptions which were reasonable on 
the date such FOFI was prepared, having regard to the Company’s industry, business, 
financial condition, plans and prospects, and does not contain any untrue statement of a 
material fact or omit to state any material fact necessary to make such FOFI (as of the date 
of the preparation thereof) not misleading in light of the circumstances in which such FOFI 
was provided to NBF. 

The Formal Valuation is rendered on the basis of securities markets, economic, financial and 
general business conditions prevailing as at the date hereof and the condition and prospects, 
financial and otherwise, of the Company and its affiliates, as they were reflected in the Information 
reviewed by NBF.  In its analyses and in preparing the Formal Valuation, NBF made judgments 
with respect to industry performance, general business, market and economic conditions and other 
matters, many of which are beyond the control of the Company or any other party involved in the 
Offer. 

We are not legal, tax or accounting experts and express no view as to the legal, tax or accounting 
aspects of the Offer. 

The Formal Valuation is provided as of the date hereof and NBF disclaims any undertaking or 
obligation to advise any person of any change in any fact or matter affecting the Formal Valuation 
of which it may become aware after the date hereof.  Without limiting the foregoing, in the event 
that there is any material change in any fact or matter affecting the Formal Valuation after the date 
hereof, NBF reserves the right to change, modify or withdraw the Formal Valuation. 

The Formal Valuation has been prepared and provided for the use of the Board in evaluating the 
Offer, and may not be used or relied upon by any other person or for any other purpose without our 
express prior written consent.  Subject to the terms of the Engagement Agreement, NBF consents 
to the publication of the Formal Valuation in its entirety and a summary thereof (in a form 
acceptable to NBF) in the Offer to Purchase and Issuer Bid Circular and to the filing thereof, as 
necessary, with the securities commissions or similar regulatory authorities in Canada.   

NBF expresses no opinion with respect to future trading prices of the Shares and makes no 
recommendation to shareholders with respect to tendering their Shares to the Offer. 

The Formal Valuation has been prepared in accordance with the Disclosure Standards for Formal 
Valuations of the Investment Industry Regulatory Organization of Canada (“IIROC”), but IIROC 
has not been involved in the preparation or review of the Formal Valuation. 

NBF has based its Formal Valuation upon a variety of factors.  Accordingly, NBF believes that its 
analyses must be considered as a whole.  Selecting portions of its analyses or the factors considered 
by NBF, without considering all factors and analyses together, could create a misleading view of 
the process underlying the Formal Valuation.  The preparation of a valuation is a complex process 
and is not necessarily susceptible to partial analysis or summary description.  Any attempt to do so 
could lead to undue emphasis on any particular factor or analysis. 

OVERVIEW OF THE COMPANY 

Established in 2003, Callidus is a specialty asset-based lender, focused primarily on Canadian 
companies and select U.S. companies that are unable to obtain adequate financing from traditional 
lenders.  The Company’s loans are generally structured as demand, first lien (senior secured) 
facilities, on a fully collateralized basis, with targeted gross yields of approximately 20%.  Through 
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its ‘Callidus Lite’ product, the Company also provides lower cost loans to lower-risk borrowers 
targeting gross yields of 12% to 14%. 

Callidus provides financing to borrowers whose perceived credit risk is too high for the lending 
criteria of traditional lenders, and whose capital requirements are too small to access high yield 
markets.  The Company also provides borrowers with access to capital to fund growth or 
acquisitions.  The Company seeks to work with borrowers that are likely to improve their financial 
stability and gain the ability to repay the funding Callidus has advanced through loan commitments 
from traditional lenders or otherwise. 

As part of its strategy to manage the perceived risk of these borrowers and each loan, Callidus 
actively manages its loan portfolio and lends against collateral, typically accounts receivable and 
inventory, and monitors this collateral on an ongoing basis.  In addition, the Company seeks to 
provide lending in industries where management has expertise.  

Pursuant to the Participation Agreement, the Catalyst Funds have agreed to guarantee losses 
incurred by the Company on certain loans in the portfolio at the time of the Company’s initial 
public offering that closed April 23, 2014 (the “IPO”).  The guarantee covers any losses of principal 
incurred by the Company on certain specified loans until fully realized (“watch-list loans”).  Watch-
list loans are identified by management as subject to heightened monitoring due to the financial 
condition of the borrowers. All other loans in the portfolio at the time of the IPO were also 
guaranteed for losses of principal until such time as the loans are renewed by the Company at their 
next scheduled credit review. 
 
The Catalyst Funds are also entitled to participate in the growth of new loan portfolios established 
going forward by funding new loans, thereby acquiring a participation interest in that loan portfolio.  
Callidus agreed to establish and maintain a number of different loan portfolios, creating a new loan 
portfolio concurrent with the establishment of a new Catalyst Fund.  The Catalyst Funds’ pro rata 
portion of watch-list loans with respect to which Callidus purchases the Catalyst Funds’ 
participation interest subsequent to the IPO are guaranteed for losses of principal.  The Catalyst 
Funds’ pro rata portion of non-watch-list loans purchased by Callidus subsequent to the IPO are 
guaranteed for losses of principal until such time as the loans are renewed by the Company at their 
next scheduled credit review.   
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Historical Financial Information 
 
The following table summarizes the Company’s consolidated operating results for the three years 
up to and including the year ended December 31, 2015: 
 
 Year Ended December 31, 
($ millions) 2013A 2014A 2015A 
Average loan portfolio outstanding1 $251.2 $545.7 $1,021.6 
Gross yield2 21.2% 20.3% 18.9% 
    Gross yield on core product n/a 20.5% 19.3% 
    Gross yield on Callidus Lite n/a 12.3% 14.2% 
Income Statement Data (After Derecognition)    
Total revenue $53.3 $99.0 $171.3 
Operating expenses ($11.0) ($12.7) ($20.6) 
Provision for loan losses ($6.0) ($19.0) ($35.7) 
Recovery under the Catalyst guarantee  - $22.6 $11.8 
Net interest income  $11.4 $70.6 $132.4 
Net interest margin 4.5% 12.9% 13.0% 
Provision for loan losses/assets acquired from loans ratio3 2.7% 3.5% 4.7% 
Operating expense ratio4 4.4% 2.3% 2.0% 
Net income (loss) ($5.7) $41.8 $62.0 
ROE5 n/a 10.6% 12.9% 

 
The following table summarizes the Company’s consolidated balance sheet statements and other 
data as at the end of the years 2013 to 2015: 
 
 As at December 31 
($ millions) 2013A 2014A 2015A 
Total assets $400.6 $883.4 $1,121.8 
Gross loans receivable6 $381.3 $830.5 $1,220.7 
Assets acquired from loans $11.4 - $102.4 
Revolving credit facility and senior debt $69.6 $260.1 $294.0 
Subordinated bridge facility, due to Catalyst  - $116.0 $291.5 
Leverage ratio7 n/a 38.1% 50.9% 
    

_________________________________________ 
1.  Average loan portfolio outstanding is calculated before derecognition for the annual periods using daily loan balances outstanding. 
The average loan portfolio outstanding grosses up the loans receivable for (i) assets acquired from loans, (ii) the provision for loan 
losses, and (iii) discounted facilities.  
2.  Gross yield is defined as total revenues before derecognition divided by the average loan portfolio outstanding after adjusting for 
loans classified as assets acquired from loans. 
3.  Provision for loan losses/assets acquired from loans ratio is defined as provision for loan losses and assets acquired from loans 
divided by gross loans receivable. 
4.  Operating expense ratio is defined as operating expenses (consisting of salaries and wages, stock options expense, general and 
administrative expenses, net of Catalyst’s share of overhead expenses) divided by average loan portfolio outstanding. 
5.  Return on equity is defined as net income after derecognition attributable to common shareholders divided by average common 
shareholders’ equity.  
6.  Gross loans receivable is defined as the sum of (i) the aggregate amount of loans receivable on the relevant date, (ii) the loan loss 
allowance on such date, (iii) the book value of assets acquired from loans as they appear on the balance sheet, and (iv) discounts on 
loan acquisitions.  Presented before derecognition. 
7.  Leverage ratio is defined as total debt (net of cash and cash equivalents) divided by gross loans receivable before derecognition. 
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Trading Information 
 
Callidus’ Shares are listed for trading on the Toronto Stock Exchange (“TSX”).  The following 
table sets forth, for the periods indicated, the high and low closing prices quoted and the volume 
traded on the TSX: 

  Closing Price ($ per Share)  
  High Low Total Volume 
2014     
April 23rd to April 30th  $17.01 $15.55  3,017,861
May  $18.75 $15.65   889,659 
June  $18.35 $17.20   863,717 
July  $20.95 $17.90  1,235,405 
August  $23.40 $18.50  2,453,313 
September $23.15 $21.00 689,204
October  $22.74 $20.20  1,103,454 
November  $22.52 $20.75  3,027,604 
December  $21.45 $16.81  3,531,164 
2015    
January  $18.24 $16.65  2,753,367 
February  $17.92 $16.88  1,640,727 
March  $17.80 $15.07  4,454,022 
April  $17.90 $15.15  5,252,869 
May  $16.07 $13.90  3,957,081 
June  $14.50 $13.61  2,275,754 
July  $14.07 $12.93  3,114,901 
August  $13.65 $12.11  3,817,020 
September  $13.19 $11.17  1,491,428 
October  $12.17 $11.13  1,829,549 
November  $11.31 $9.75  2,882,737 
December  $9.89 $7.30  5,881,545 
2016    
January  $8.90 $7.89  2,221,415
February  $8.79 $7.85  1,145,748
March 1st to March 30th  $10.67 $8.50 1,733,083

 
The closing price of the Callidus Shares on the TSX on March 30, 2016, the last trading day prior 
to announcement of the Offer, was $10.39. 
 
VALUATION OF THE SHARES 
 
Definition of Fair Market Value 
 
For the purposes of the Formal Valuation, “fair market value” means the monetary consideration 
that, in an open and unrestricted market, a prudent and informed buyer would pay to a prudent and 
informed seller, with each acting at arm’s-length, and where neither party is under any compulsion 
to act. 
 
In accordance with MI 61-101, NBF has made no downward adjustment to the fair market value of 
the Shares to reflect the liquidity of the Shares, the effect of the Offer or the fact that the Shares do 
not form part of a controlling interest.  A valuation prepared on the foregoing basis is referred to as 
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an “en bloc” valuation. 
 
Approach to Value 
 
The Formal Valuation is based upon techniques and assumptions that NBF considered appropriate 
in the circumstances for the purposes of arriving at an opinion as to the range of fair market values 
of the Shares. The fair market value of the Shares was analyzed on a going concern basis and is 
expressed on a per Share basis. 
 
Valuation Methodologies and Analysis 
 
For the purposes of determining the fair market value of the Shares, NBF relied on principally three 
methodologies: 
 

x comparable trading approach;   
 

x precedent transaction approach; and 
 
x discounted cash flow (“DCF”) approach. 
 

In addition, NBF reviewed historical trading data for the Shares and research analyst target prices. 
 
NBF notes that Callidus has disclosed that it may seek to privatize the company and that the 
Catalyst Funds have advised Callidus that they have no intention of ever selling their interest in 
Callidus.  Furthermore, as previously disclosed, four interested parties have approached Callidus 
in respect of a privatization but at this juncture no proposals have been received by Callidus in 
respect of its privatization or considered in respect of the Formal Valuation. 
 
NBF is aware that certain potential buyers of all of the Shares may realize unique benefits as a 
result of such a transaction.  Furthermore, these benefits are not necessarily available to all buyers 
and the amount of any benefit may vary by buyer.  As the Formal Valuation is on an “en bloc” 
basis, the value of such benefits, if any, cannot be attributed to the “en bloc” value of Callidus and, 
accordingly, has not been factored into our valuation conclusion. 
 
Comparable Trading Approach 
 
NBF considered the available public information with respect to comparable entities within the 
specialty finance, mortgage and lending industries in Canada.  For the purposes of its analysis, NBF 
considered the eight specific entities listed below, which included entities noted in investor 
materials previously presented by Callidus and entities utilized by research analysts in public 
reports which were considered to be the most comparable to the Company.  
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 Mkt. Cap P1 / EPS2 P1 / P1 / 
Company (C$ MM) ‘16E3 ‘17E3 BV4 TBV5 
  
Canadian Specialty Finance  
Element Financial  $5,645 9.1x 7.6x 1.1x 1.9x
Chesswood Group $184 7.5x 7.3x 1.2x 2.0x
Accord Financial $79 n/a n/a 1.1x 1.2x
Crown Capital Partners $79 10.6x 7.1x 0.8x 0.8x
RIFCO $27 7.0x 5.1x 0.9x 0.9x
Average 8.5x 6.8x 1.0x 1.4x
Median 8.3x 7.2x 1.1x 1.2x
  
Canadian Mortgage & Lending  
Home Capital Group $2,625 8.5x 7.8x 1.6x 1.8x
Equitable Group $841 6.8x 6.4x 1.2x 1.2x
MCAN Mortgage  $300 9.1x 8.5x 1.2x 1.2x
Average 8.1x 7.6x 1.3x 1.4x
Median 8.5x 7.8x 1.2x 1.2x

_________________________________________ 
1. Price per share. 
2. Earnings per share (EPS). 
3. Forward estimates sourced from Bloomberg on April 15, 2016; adjusted to reflect December 31 fiscal year end.  
4. Book value per share (BV), as at December 31, 2015. 
5. Tangible book value per share (TBV), as at December 31, 2015.  
 
While none of the entities reviewed was considered directly comparable to the Company, NBF 
selected what it considered to be reasonably representative public trading multiples, before making 
any adjustment to reflect an “en bloc” valuation of the Shares.  NBF considered the most 
appropriate trading multiples to evaluate the Company to be P / EPS for the years ending December 
31, 2016 and December 31, 2017, and P / BV using the book value per share as at December 31, 
2015.  Company estimates for December 31, 2016 and December 31, 2017 reflect the Base Case 
forecast which is reviewed in further detail under the DCF approach. 
 
In selecting the multiple ranges shown below, NBF gave consideration to several factors, including 
differences in business mix, growth, profitability, capital structure and size between the Company 
and the entities reviewed.  The following is a summary of the value of the Shares resulting from 
the selection of trading valuation multiples above, before making any adjustment to reflect the “en 
bloc” valuation of the Shares: 

 
 Multiple Range 

Implied 
Value per Share 

P / EPS  EPS Low High Low High 
2016E $1.49 7.5x 9.5x $11.15 $14.12 
2017E $2.21 6.5x 8.5x $14.33 $18.74 
Average $12.74 $16.43 

 
 

 Multiple Range 
Implied 

Value per Share 
P / BV BV Low High Low High 
Dec. 31, 2015 $9.96 1.30x 1.60x $12.95 $15.93 

 
 
Market trading prices generally do not reflect “en bloc” values.  To adjust for en bloc value, NBF 
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considered and reviewed take-over premiums paid in precedent Canadian public entity transactions.  
For the purposes of this analysis, premium is defined as the amount (expressed in percentage terms) 
by which the price paid per share or unit under the precedent transaction exceeded the closing price 
of the shares or units the day immediately prior to, and the volume weighted average price for the 
20 trading day period immediately prior to, the announcement of the transaction.  Based on the 
takeover premiums paid in precedent Canadian public company transactions, NBF selected and 
applied a premium of 30% to 35% to the comparable company equity trading value of the Shares 
to determine an “en bloc” equity value per Share. 
 

 Value Range – P / EPS 
 Low High 
Average value per Share $12.74 $16.43 
Change of control premium 35% 30% 
En-bloc equity value per Share $17.20 $21.36 

 
 Value Range – P / BV 

 Low High 
Value per Share $12.95 $15.93 
Change of control premium 35% 30% 
En-bloc equity value per Share $17.48 $20.71 

 
 
Precedent Transaction Approach 
 
NBF also considered the precedent transaction approach and reviewed precedent acquisition 
transactions involving entities in the specialty finance industry which were comparable and for 
which there was sufficient public information to derive multiples.  NBF applied the relevant metrics 
derived from prices paid in comparable purchase and sale transactions to the Company’s EPS 
(excluding unusual provisions) for the last twelve months ended December 31, 2015 (“LTM”) and 
BV.  In arriving at a range for the precedent transaction approach, NBF primarily relied on its 
professional judgment and experience. 
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Ann. 
Date Target Acquiror 

Equity 
Value 

(C$MM) 
P / 

EPS 
P / 
BV 

 

May-15 Firestone Financial Berkshire Hills Bancorp $65 12.5x 1.7x
Feb-15 Blue Chip Leasing & 

Ecohome Financial 
Chesswood Group $64 17.1x nmf 1

Feb-15 Macquarie Equipment 
Finance 

Huntington Bancshares $576 n/a 1.6x

Dec-14 MicroFinancial Fortress Investment Group $176 15.2x 1.6x
Sept-14 Carfinco Banco Santander $298 14.0x 4.1x
Jun-14 PHH Arval Element Financial $1,526 24.1x 1.6x 2

Dec-13 Nicholas Financial Prospect Capital $215 9.8x 1.4x 3

May-13 Sprott Resource Lending Sprott $243 nmf 1.1x
Dec-12 Celtic Leasing MB Financial Bank $58 nmf 2.2x
Sept-12 First Investors Financial Aquiline Capital $98 11.6x 1.5x
May-12 TLS Fleet Management Element Financial $147 14.1x 1.8x

 Average   14.8x 1.8x
 Median   14.0x 1.6x
     

___________________________ 
1.  Annualized earnings for the nine months ended Sept. 30, 2014. 
2.  Book value adjusted to include step-up in tax basis; unadjusted P/BV multiple of 3.8x. 
3.  Transaction cancelled. 
 
NBF applied a range of P / EPS and P / BV multiples to the Company’s relevant financial metrics 
as shown in the following tables: 

 
 Multiple Range 

Implied Equity 
Value per Share 

Method Metric Low High Low High 
P / EPS (LTM) $1.541 10.0x 14.0x $15.40 $21.56 
P / BV (Dec. 31, 2015) $9.96 1.60x 2.10x $15.93 $20.91 

_________________________________________ 
1.  EPS excluding unusual provisions. 
 
Discounted Cash Flow Approach 
 
The DCF methodology reflects the growth prospects and risks inherent in the Company’s business 
by taking into account the amount, timing and relative certainty of projected levered free cash flows 
expected to be generated by the Company.  The DCF approach requires that certain assumptions 
be made regarding, among other things, future levered free cash flows, discount rates and terminal 
values.  The possibility that some of the assumptions will prove to be inaccurate is one factor 
involved in the determination of the discount rates to be used in establishing a range of values.  
NBF’s DCF approach involved, among other things, discounting to a present value (i) the 
Company’s projected levered after-tax free cash flows from April 1, 2016 to December 31, 2025 
and (ii) a terminal value determined as at December 31, 2025.   
 
Principal Assumptions and Key Drivers  
 
For the purpose of deriving projected levered after-tax free cash flows for use in the DCF analysis, 
NBF reviewed management’s forecast for the years ended December 31, 2016 to December 31, 
2019 and discussed with management the appropriate assumptions for the years ended December 
31, 2020 to December 31, 2025.  In consultation with management, NBF made certain assumptions 

1081053

1076



  

  14 

and developed the “Base Case” for the purposes of its DCF analysis. 
 
Relationship with CCGI and the Catalyst Funds 
 
Under the Base Case, the Catalyst Funds continue to participate in the loan portfolio as per the 
funding formula pursuant to the Participation Agreement until the end of 2020, when for the 
purposes of its DCF analysis, NBF assumed that the Company begins to converge to its ‘steady 
state’ long term growth trajectory.  Under the Base Case, the Catalyst Funds continue to participate 
in funding new loan origination until the end of 2020, when, for the purposes of its DCF analysis, 
NBF assumed the Company had completed all purchases of the Catalyst Funds’ participating 
interests in the loan portfolio.  
 
Loan Portfolio Growth 
 
In projecting loan portfolio growth, NBF considered and accepted the projected loan originations 
provided by management for the years 2016 to 2019.  NBF reviewed the Company’s historical 
performance since 2011 and its market position relative to its competitors and, in consultation with 
Callidus management, determined projected loan originations for the years ended 2020 to 2025. 
 
Provision for Loan Losses 
 
In projecting loan loss provisions, NBF considered and accepted the projected loan loss provisions 
provided by management for the years 2016 to 2019.  NBF reviewed the Company’s historical 
performance since 2011 and in consultation with Callidus management, determined projected loan 
loss provisions for the years ended 2020 to 2025. 
 
Leverage and Funding 
 
In projecting future financing sources and cost of funding, NBF considered and accepted 
management’s projections for the years 2016 to 2019.  Based upon a review of the capital structures 
of comparable entities in the asset based lending industry and in discussions with management, 
NBF developed the forecasted levels of leverage and cost of funding for the years 2020 to 2025. 
 
Dividend Reinvestment Program  
 
For the years 2016 to 2025, NBF considered and accepted the projected Callidus dividend policy 
provided by management, as well as management’s projection that the Catalyst Funds would 
continue to participate in the Company’s dividend reinvestment program (“DRIP”) until the year 
2020, when, for the purposes of forecasting the Company in its long term growth trajectory, NBF 
assumed all dividends were paid in cash thereafter. 
   
Tax Attributes 
 
We understand that the Company has no significant tax loss carry-forwards or other tax attributes 
to shelter future income tax.   
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Levered After-Tax Free Cash Flow  
 
The following summary of the levered after-tax free cash flow projections used in the DCF analysis 
is presented before derecognition accounting treatment unless otherwise noted.  
 

 

Nine 
Months 
Ended Year Ended December 31 

Total 
2021E to 

2025E ($ millions) 2016E 2017E 2018E 2019E 2020E 
Net Income to Callidus1 $57 $118 $135 $190  $209  $1,579 
Net loan repayments (originations) ($378) ($410) ($415) ($420) ($424) ($1,692) 
Change in debt net of Catalyst participation $319  $293  $271  $209  $183  $687  
Levered after-tax free cash flow $21  $34  $31  $18  $20  $917  
Attributable levered after-tax FCF2 $21  $33  $28  $16  $16  $745  
       
Net loans receivable $1,410  $1,788  $2,169  $2,548  $2,924  $4,2943  

_________________________________________ 
1.  Net income after derecognition. 
2.  Levered after-tax free cash flows adjusted for the fully-diluted number of Callidus Shares outstanding as at March 31, 2016 as a 
percentage of the average fully-diluted Callidus Shares outstanding for the forecasted period, after taking into account DRIP Shares 
assumed to be issued from treasury to CCGI and the Catalyst Funds in future periods.  Assumes future DRIP Shares issued at a P/BV 
multiple of 1.05x, the observed multiple of Callidus shares trading on the TSX on March 30, 2016, the last trading day prior to 
announcement of the Offer. 
3.  Balance as at December 31, 2025. 
 
Discount Rates 
 
Projected levered after-tax free cash flows for the Company used in the Base Case were discounted 
based on the estimated cost of equity for the Company (the “Cost of Equity”).  The Cost of Equity 
was calculated based upon an assumed optimal capital structure determined based upon a review 
of the capital structures of comparable entities and the risks inherent in the Company’s business 
and in the asset based lending industry.  NBF used the capital asset pricing model (“CAPM”) 
approach to determine the appropriate Cost of Equity.  The CAPM approach calculates the Cost of 
Equity with reference to the risk-free rate of return, the risk of equity relative to the market (“beta”), 
and the market equity risk premium.  NBF also applied a capitalization premium.  
 
NBF reviewed a range of unlevered betas for a select group of comparable entities that have risks 
similar to the Company in order to select the appropriate unlevered beta for the Company.  The 
selected unlevered beta was re-levered using the assumed optimal capital structure and then used 
to calculate the cost of equity.  
 
The assumptions used by NBF in calculating the Cost of Equity for the Company were as follows: 
 
Risk free rate1 1.62%
Equity risk premium2 6.03%
Capitalization premium3 1.70%
Selected unlevered beta 0.675
Optimal debt in capital structure 60.0%
Tax rate 26.5%
Levered beta 1.42
Company Cost of Equity 11.9%

 
_________________________________________ 
1.  Average of 10 year and 30 year Government of Canada bond yield as at April 15, 2016. 
2.  Duff & Phelps 2016 Valuation Handbook, long-horizon expected equity risk premium (supply side).  
3.  Duff & Phelps 2016 Valuation Handbook, low-cap size premia. 
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Based upon the foregoing and taking into account sensitivity analyses on the variables discussed 
above and the assumptions used in the Base Case, NBF determined the appropriate Cost of Equity 
for the Company to be in the range of 11.0% to 13.0%. 
 
Terminal Value 
 
NBF developed terminal equity values at the end of the forecast period by calculating the present 
value at the selected Cost of Equity of terminal period levered after-tax cash flow after applying a 
perpetual growth rate of 1.5% to 2.5%.  The growth rates used to calculate terminal value were 
selected based on NBF’s assessment of the risk and growth prospects of the Company beyond the 
terminal year and the long-term outlook for the asset based lending industry. 
 
Summary of DCF Approach 
 
The following is a summary of the value of the Shares resulting from the DCF analysis: 
 

($ millions, except per Share values) Value Range 
 Low High 
Terminal growth rate 1.5% 2.5% 
Cost of Equity 13.0% 11.0% 
    
NPV1 of attributable2 free cash flow $370  $416  
NPV1 of attributable2 terminal value $641  $1,043  
Equity value $1,011  $1,458  
Fully-diluted Shares outstanding (mm) 51  51  
Equity value per Share $19.77  $28.52  

_________________________________________ 
1.  Net Present Value. 
2.  Adjusted for the fully-diluted number of Callidus Shares outstanding as at March 31, 2016 as a percentage of the average fully-
diluted Callidus Shares outstanding for the forecasted period, after taking into account DRIP Shares assumed to be issued from 
treasury to CCGI and the Catalyst Funds in future periods.  Assumes future DRIP Shares issued at a P/BV multiple of 1.05x, the 
observed multiple of Callidus shares trading on the TSX on March 30, 2016, the last trading day prior to announcement of the Offer. 
 
Sensitivity Analysis 
 
In completing our DCF analysis, NBF did not rely on any single series of projected cash flows but 
performed a variety of sensitivity analyses using the table below.  
 
  Impact on Equity Value per Share 
Variable Sensitivity + - 
Loan portfolio growth rate + / - 2.5% $3.51 ($3.42) 
Provisions for credit losses + / - 1.0% ($3.12) $3.21 
Average cost of debt + / - 1.0% ($2.04) $2.19 
Cost of equity + / - 1.0% ($3.06) $3.83 
Terminal growth rate + / - 0.5% $0.91 ($0.83) 

 
EQUITY INTERESTS 
 
In arriving in its opinion as to the fair market value of the Shares, NBF considered the value that 
may accrue to Callidus from equity and equity-like interests currently owned by Callidus as a result 
of credit bid processes or through normal course negotiations with borrowers.  Currently there are 
7 equity and equity-like interests contractually owned by Callidus in the portfolio with a further 3 
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under negotiation with borrowers but as yet not contractually secured.  Management indicated that 
they would anticipate that this ‘pool’ of equity and equity-like interests would continue to grow 
into the future as part of the re-negotiation of loans as they mature, as well as through new 
originations. 
 
Based upon projections delivered to NBF by management, NBF understands that the risk adjusted 
probability weighted undiscounted value for the 7 equity and equity-like interests currently 
contractually owned by Callidus and the 3 equity and equity-like interests currently under 
negotiation in the aggregate amounts to between approximately $75 million and $130 million.  NBF 
also understands that Callidus has yet to monetize any of these interests, the outcome of the 
negotiation for the equity and equity-like interests not currently owned is unclear and that there is 
substantial uncertainty regarding potential monetization. 
 
In arriving at its opinion as to the fair market value of the Shares, NBF has concluded that the pool 
of equity and equity-like interests does add value over and above the values derived from the 
principal approaches considered and, as such, we have selected a fair market value range per Share 
for the equity and equity-like interests of between $0.50 and $1.00 per Share. 
 
VALUATION SUMMARY 
 
The following is a summary of the range of fair market values of the Shares resulting from the 
comparable trading approach, the precedent transaction approach and the DCF approach, before 
taking into account the fair market value attributable to the pool of equity and equity-like interests 
referred to above: 
 
 Equity Value per Share 
 Low  High 
Comparable Trading (with premium) $17.20  $21.36 
Precedent Transaction $15.40  $21.56 
DCF $19.77  $28.52 

 
VALUATION CONCLUSION 
 
In arriving at its opinion as to the fair market value of the Shares, NBF has not attributed any 
particular weight to any specific factor but has made qualitative judgments based on its experience 
in rendering such opinions on circumstances then prevailing as to the significance and relevance of 
each factor.    
 
Based upon and subject to the foregoing, including such other matters as we considered relevant, 
NBF is of the opinion that, as of April 22, 2016, the fair market value of the Shares is in the range 
of $18.00 to $22.00 per Share. 
 
 
Yours very truly, 
 

 
 
NATIONAL BANK FINANCIAL INC. 
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The Letter of Transmittal, the Notice of Guaranteed Delivery, certificates representing Shares and 
any other required documents should be sent or delivered by each depositing Shareholder or the 
Shareholder’s investment dealer, stock broker, commercial bank, trust company or other nominee 
to the Depositary at its Toronto, Ontario office address below: 

The Depositary for this Offer is: 

 

Computershare Trust Company of Canada 

 

By regular Mail By Hand, Courier or Registered Mail: 
Computershare Trust Company of Canada 

P.O. Box 7021 
31 Adelaide Street East 

Toronto, Ontario 
M5C 3H2 

Attention: Corporate Actions 

Computershare Trust Company of Canada 
100 University Avenue 

8th Floor 
Toronto, Ontario 

M5J 2Y1 

Attention: Corporate Actions 
Toll Free: 1-800-564-6253 

E-mail: corporateactions@computershare.com 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Any questions or requests for assistance may be directed to the Depositary at the address and 
telephone number set forth above. Additional copies of the Offer to Purchase and Circular, the 
Letter of Transmittal and the Notice of Guaranteed Delivery may be obtained from the Depositary. 
Manually executed photocopies of the Letter of Transmittal and the Notice of Guaranteed Delivery 
will be accepted. Shareholders may also contact their investment dealer, stock broker, commercial 
bank, trust company or other nominee for assistance concerning the Offer. 
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FOR IMMEDIATE RELEASE 

BRASLYN INVESTS IN  
CALLIDUS CAPITAL CORPORATION 

January 4, 2016 – Braslyn Ltd. (“Braslyn”) has acquired, through an off market transaction 
with its affiliate, Berkley Capital Management Ltd., ownership and control over 5,353,700 
common shares of Callidus Capital Corporation (“Callidus”), representing approximately 
10.89% of the outstanding common shares of Callidus. 

Braslyn has acquired the common shares for investment purposes and may, from time to 
time, acquire additional common shares of Callidus, dispose of some or all of the common 
shares of Callidus, or continue to hold the common shares of Callidus.  

For further information, please contact:  

Braslyn Ltd.  
303 Shirley Street 
PO Box N492 
Nassau 
The Bahamas 
Attn: Jefferson R. Voss 
407 909 9000 
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Berkley Capital Management
invests in Callidus Capital
Corporation

NEWS PROVIDED BY
Berkley Capital Management Ltd. 
Dec 11, 2015, 17:42 ET

¦

NASSAU, Dec. 11, 2015 /CNW/ - Berkley Capital Management Ltd. ("Berkley")
has acquired, through the facilities of the Toronto Stock Exchange,
ownership and control over 223,500 common shares of Callidus Capital
Corporation ("Callidus"), representing approximately 0.45% of the
outstanding common shares of Callidus.

Together with the 4,835,100 common shares of Callidus previously owned
by Berkley, Berkley now owns and controls a total of 5,058,600 common
shares of Callidus, or approximately 10.3% of the issued and outstanding
common shares of Callidus.

Berkley has acquired the common shares for investment purposes and
may, from time to time, acquire additional common shares of Callidus,
dispose of some or all of the common shares of Callidus, or continue to
hold the common shares of Callidus.

SOURCE Berkley Capital Management Ltd.
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For further information: Berkley Capital Management Ltd., 303 Shirley
Street, PO Box N492, Nassau, The Bahamas, Attn: Jefferson R. Voss, 407 909
9000
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BUSINESS NEWS MARCH 26,  2018 / 2:35 PM / UPDATED 3 YEARS AGO

Callidus shares tumble after Reuters report on
Catalyst valuations

By John Tilak, Lawrence Delevingne 3  M I N  R E A D

A sign shows the entrance to the offices of Callidus Capital in Toronto, Ontario, Canada July 6, 2017.
REUTERS/Chris Helgren
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12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 2/8

TORONTO/NEW YORK (Reuters) - Shares of Canadian lender Callidus Capital Corp lost as

much as 21.6 percent in two trading sessions, hitting an all-time low, after a Reuters report

on Friday raised questions about the valuations that parent company Catalyst Capital Group

Inc assigned to some of its portfolio companies.

Callidus, which offers high-interest loans to distressed companies and went public in 2014, is

one of the largest holdings in Catalyst’s private equity funds. Among other things, the Reuters

report said that Callidus has so far been unable to find a buyer to take the company private.

Catalyst said in a press release last year that it was targeting a price of C$18 to C$22 a share.

Callidus shares dropped 6 percent on Friday. The slide continued on Monday, with the stock

falling as much as 16.5 percent to hit a record low before ending down 6.4 percent at C$6.23,

a drop of about 39 percent since the start of the year.

A D V E R T I S E M E N T

The Reuters report, citing various sources and documents, also noted that at least three other

of Catalyst’s major assets have struggled to find buyers at the firm’s valuations.

A spokesman for Callidus and Catalyst, which are both headed by Newton Glassman,

declined to comment for this story on Monday.
FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…

1211066

1089

https://www.youtube.com/watch?v=mHoRVGw172w


12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 3/8

Catalyst, in a statement issued on Friday after Reuters published its reporting on the firm,

said that the news organization was “unobservant” of the nature of private equity and of

Catalyst’s accomplishments in “rebuilding broken companies.”

A D V E R T I S E M E N T

Find your mountain escape
Share great memories without sharing space. Book a whole vacation home for your family.

Ad

“We can only stand dumbfounded by the failure of Reuters to understand the basic value

creation principles required to grow companies and the care we take to protect and maximize

returns,” Catalyst said.

After Callidus reported its most recent quarterly earnings in November, National Bank

analyst Jaeme Gloyn said in a report, “We believe recent performance materially impacts

both the probability and the valuation of a privatization transaction.” Callidus said on

Monday it would report fourth-quarter results on April 2.

Reporting by John Tilak in Toronto and Lawrence Delevingne in New York

Our Standards: The Thomson Reuters Trust Principles.

M O R E  F R O M  R E U T E R S
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Conference Call Q1 2016 
We have stated many times that we deal in a market segment where our clients often go through 
structural changes. As result, it is not uncommon for our clients to need or desire changes through 
the original deal with Callidus. When such changes, known as accommodations, are requested or 
needed, Callidus may accommodate to borrow and exchange for a change in the economic 
relationship.  
 
To this end, this quarter, we significantly advanced what we call yield enhancement options, in our 
loan portfolio, although such will not be seen in our financial performance metrics until we report 
Q2 2016. National Bank Financials valuation included in the SIB put a value of $0.50 to a $1 per 
share on these yield enhancement options. It is management's belief that this is a conservative 
estimate.  
 
Yield enhancement auctions often take many forms. The most commonly understood would 
include revenue royalty streams, periodic fee arrangements, warrants, equity options and limited 
equity participations to name just a few. We've already agreed to terms for the "yield enhancement 
options" pertaining to seven of the loans in our portfolio and expect to finalize agreements on an 
additional three loans next quarter.  
 
We provided a description and a summary in our MD&A to help people further understand this 
yield enhancing issue. Next quarter, we'll expand the reporting to include more detailed information 
including, we hope, valuation regarding these participations, which we have undertaken. 

Page 6 

We are going to wait and see how the stock performs after the SIB. If the SIB is not successful in 
closing the gap between the National Bank financial valuation, which we think is actually quite 
conservative, because it does not reflect the yield enhancement stuff to the full extent, and we've 
said that in our comments and for a bunch of other reasons. We'll evaluate the best use of that 
cash.  
 
Growth is not the number one goal. Return on equity and value for the shareholders is the number 
one goal. We can restart growth at any time. And our duty is to the ongoing shareholders. So, I 
remain committed to the view that those that actually remain shareholders in this company will 
reap the greatest rewards, and we will get them the best returns by using our cash in the highest 
and best use on their behalf. 
 
...in a very material way in Q2. So, the seven that we've closed essentially post Q1 will have a 
dramatic impact on earnings within this year and will start having a significant impact in Q2.  
One of the reasons that I say that National Bank's valuation was conservative was because we've 
now incorporated in the business model a highly structured and disciplined way of approaching any 
borrower that comes to us for an accommodation. Our view is that the deal is the deal. It's inside 
the four corners of the document that we've singed with the company. Should the company want to 
change that deal, then we got to the change the deal. Anytime somebody now comes to us for an 
accommodation, we will evaluate that accommodation, and if we agree to it, we will be requesting 
something from them.  
As a result, we will have a lot of borrowers because of their own positive or negative change in 
circumstance. They come to us, but they also come to us primarily because of the change in 
circumstance in the market. So for example, just to give you an example, let's say, a very good and 
very well-performing borrower is up for renewal. Auto loans are 364-day loans. They are required 
to repay us typically in 364 days. In this environment, getting refinanced with the Sched I banks is 
very, very, very difficult.  
 
We feel badly for our borrowers. Should they not be able to refinance as contracted and agreed, 
notwithstanding their very good performance and improving credit metrics, we will be asking for 
them of something. We believe our job is to help rehabilitate businesses and get them back into 
the conventional business market – borrowing market.  
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If they are not capable of doing that, even if it's for a market related condition or issue, we believe 
that our shareholders are entitled to be compensated for that. So, that's a good example of 
notwithstanding no fault to the borrower, they are actually going to have to actually talk to us about 
an accommodation. That accommodation could be as simple as needing an extension. 
 
We therefore see the yield enhancement as something that's been massively overlooked by the 
market, and in fact, probably accounts for virtually all of the difference in ROE between David's 
view and my view. My view is that ultimately, we are required to actually maximize the value for our 
own shareholders, while helping our borrowers. And we have to actually balance those two 
competing responsibilities.  
 
But at the end of the day, our shareholders come first. And as a result, given how many and how 
quickly of these accommodations we're now seeing, seven in Q2, three more in process. That's 10 
out of our portfolio of 40-odd loans. A quarter of our portfolio is getting yield enhancement above 
and beyond what's in our normal term sheets. You already saw the gross yield for the quarter is 
normalizing and our normal product right at around 20%, 19.9%, unlevered. And you see in 
Callidus Lite, it's normalizing right over 14%, which is exactly where we told people. It's a little bit 
higher than 14%. That means that the yield enhancement is going to take both of these over time 
significantly above the 20% and 14% targets. 
 
MDA Q2 1016 
For the current quarter, the Company recognized a gain on derivative assets associated with loans 
of $32.0 million as a result of the recognition of a warrant to acquire a portion of the equity in one of 
our borrowers. The Company receives warrants/options as yield enhancements from some of its 
borrowers. Under IFRS these warrants/options are required to be fair valued on the balance sheet, 
with changes in fair value recorded through the income statement. There is significant judgment 
required in the determination of the fair value and the Corporation uses all available information 
from its borrowers and at each reporting period re-estimates the cash 
flows used in the determination of fair values. Therefore, the values from such yield enhancements 
may significantly change from period to period causing volatility in our results. In addition, a total of 
$2.8 million of additional fees have been recognized in the statement of income during the quarter 
related to other yield enhancement features. These yield enhancements are further summarized in 
“Yield-Enhancement Agreements”. 
 
Yield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in 
the normal course negotiates yield enhancements (including but not limited to by way of equity and 
equity like interests) as compensation. Management expects that recoveries from such yield 
enhancements will be achieved on an irregular basis but may be substantial in amount. Significant 
estimation and critical judgment is involved in the measurement of separated embedded 
derivatives including options and, therefore, the values from such yield enhancements may 
significantly change from period to period causing volatility in our results. 
In the National Bank Financial valuation that accompanied our substantial issuer bid circular, 
National Bank Financial considered the value that may accrue to Callidus from equity and equity 
like interests currently owned by Callidus as a result of credit bid processes or through normal 
course negotiations with borrowers. National Bank Financial noted that as at March 29, 2016, the 
Company has agreed to terms pertaining to “yield enhancement options” related to seven of the 
loans in the portfolio, and expected to finalize the agreements on three additional loans during the 
next quarter. In arriving at its opinion as to the fair market value of the Callidus shares, National 
Bank Financial selected a fair market value for the equity and equity-like interests of between 
$0.50 and $1.00 per share. Management views this valuation range as conservative. 
The following table summarizes the yield enhancements as of June 30, 2016: 
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Yield Enhancement 

 

Method of Accounting 

Value 
Recognized in 

Q2-16 
Statement of 
Income (in $ 

millions) 

 
Unrecognized 

Value at 
June 30, 2016 

(in $ 
millions) 

 
Fee charged to 3 borrowers 

 
Fee recognized over estimated contract life. 

 
2.8 

 
0.6 

Profit participation above certain 
threshold and royalty stream on 

2 borrowers 

 
Interest yield adjustment over life of the loan. 

 
- 

 
1.9 

 
Options to purchase equity 

interests in 3 borrowers 

 
Embedded derivative - fair value movement recorded 

through statement of income. 

 

32.0 

 

- 

Equity interests in 2 borrowers Equity interest - fair value movement recorded through 
statement of other comprehensive income. - < 0.1 

 
Controlling interest in 3 

borrowers 

 
Consolidation - fair value disclosure only. Recognize 

into income upon disposition. 

 
- 

 
19.7 

Total  $ 34.8 $ 22.2 

 
 
Q2 2016 Conference Call 
Last but certainly not least, we are able to update you on the yield enhancements we have spoken 
off in previous quarters and especially last quarter, which also positively influenced our results in 
this particular quarter. For the benefit of those who are unfamiliar with yield enhancements, they 
are required under IFRS accounting rules and are generally no-risk or low-risk financial [ph] 
instruments (07:57) we receive when we make an accommodation to a borrower.  
 
Yield enhancements are unequivocally and undeniably a fundamental, ongoing, repeating part of 
the business for a company such as Callidus. It is therefore a key part of normal operations, albeit 
they can be lumpy. 
 
Please note that the form of yield enhancements determines the impact that is reported on the 
profit and loss statements or the balance sheet with essentially no discretion to management under 
the IFRS rules.  
 
On our last call, we estimated that we would have yield enhancements on seven loans to report in 
Q2 with three following in Q3. In terms of value, we reported that National Bank had valued the 
yield enhancements between $0.50 and $1 per share in their valuation prepared in April, in 
conjunction with the substantial issuer bid. We also stated at that time that we thought that it was 
unduly conservative and incorrect. As you will see in our MD&A, we have exceeded all of those 
estimates. We have indicated that there are yield enhancements in place on 13 loans, which is 
almost 40% of our total portfolio. 
 
Our earnings for this quarter, for the first time, include the impact of the yield enhancements that 
Newton has discussed, these are options, and therefore, there will be some variability or volatility 
in their valuations from quarter-to-quarter. To make it easier for investors to compare our results 
historically, our reporting, beginning in this quarter and going forward, will present the key financial 
performance metrics with and without the impact of yield enhancements. 
 
Okay. Great. Fair enough. Shifting gears to the yield enhancements and the CAD 32 million gain, 
can you just sort of elaborate on the size of the [ph] potential can, (24:52) the size of the original 
loan that those warrants are associated with? What's the value of shareholders' equity or 
percentage that that CAD 32 million would represent of the company? And then, maybe just some 
commentary on the industry or sector that those warrants are attached to. 
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Some of that, I could answer. Some of it, we're not legally allowed to answer for a bunch of 
reasons. We will not tell you the size of the original loan. It is a loan that originally was troubled. 
We helped the company review their operations. They entered an additional and extra line of 
business, [ph] which makes their credit basically found. (25:46) They came to us and asked us if 
we would amend and help them with our facility to help them go in that business. It is a huge 
incremental increase in their business. They seemed to be executing well to extremely well.  
We are very supportive of them. They are a poster child of how we can help and why we would 
want to help a company that first was in trouble and then figures out a way to get out of trouble. 
Without our help, it would not have been able to go into this additional business, which is, in terms 
of revenue, billions of dollars for them potentially. At least, the first part of it is a couple of billion 
dollars or more. 
 
The value is not determined by us. The value is actually determined in conjunction with third-
parties outside of the firm and then reviewed with the auditors. The IFRS rules are incredibly 
specific and esoteric. The form of the yield enhancement itself will determine when it hits your 
financial statement and where. So, for example, under the IFRS rules, there is zero discretion in 
dealing with this issue. So, if you are receiving work or options as we did in this particular case, 
one is required to value those options or warrant and put them through the P&L. 
 
MD&a Q2 
For the current quarter, the Company recognized a gain on derivative assets associated with loans 
of $32.0 
million as a result of the recognition of a warrant to acquire a portion of the equity in one of our 
borrowers. The 
Company receives warrants/options as yield enhancements from some of its borrowers. Under 
IFRS these 
warrants/options are required to be fair valued on the balance sheet, with changes in fair value 
recorded through 
the income statement. There is significant judgment required in the determination of the fair value 
and the 
Corporation uses all available information from its borrowers and at each reporting period re-
estimates the cash 
flows used in the determination of fair values. Therefore, the values from such yield enhancements 
may 
significantly change from period to period causing volatility in our results. In addition, a total of $2.8 
million of 
additional fees have been recognized in the statement of income during the quarter related to other 
yield 
enhancement features. These yield enhancements are further summarized in “Yield-Enhancement 
Agreements”. 
 
Yield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in the normal course 
negotiates yield enhancements (including but not limited to by way of equity and equity like interests) as compensation. 
Management expects that recoveries from such yield enhancements will be achieved on an irregular basis but may be 
substantial in amount. Significant estimation and critical judgment is involved in the measurement of separated 
embedded derivatives including options and, therefore, the values from such yield enhancements may significantly 
change from period to period causing volatility in our results. 
In the National Bank Financial valuation that accompanied our substantial issuer bid circular, National Bank Financial 
considered the value that may accrue to Callidus from equity and equity like interests currently owned by Callidus as 
a result of credit bid processes or through normal course negotiations with borrowers. National Bank Financial noted 
that as at March 29, 2016, the Company has agreed to terms pertaining to “yield enhancement options” related to seven 
of the loans in the portfolio, and expected to finalize the agreements on three additional loans during the next quarter. 
In arriving at its opinion as to the fair market value of the Callidus shares, National Bank Financial selected a fair 
market value for the equity and equity-like interests of between $0.50 and $1.00 per share. Management views this 
valuation range as conservative. 
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The following table summarizes the yield enhancements as of June 30, 2016: 
 

 

Yield Enhancement 

 

Method of Accounting 

Value 
Recognized in 

Q2-16 
Statement of 
Income (in $ 

millions) 

 
Unrecognized 

Value at 
June 30, 2016 

(in $ 
millions) 

 
Fee charged to 3 borrowers 

 
Fee recognized over estimated contract life. 

 
2.8 

 
0.6 

Profit participation above certain 
threshold and royalty stream on 

2 borrowers 

 
Interest yield adjustment over life of the loan. 

 
- 

 
1.9 

 
Options to purchase equity 

interests in 3 borrowers 

 
Embedded derivative - fair value movement recorded 

through statement of income. 

 

32.0 

 

- 

Equity interests in 2 borrowers Equity interest - fair value movement recorded through 
statement of other comprehensive income. - < 0.1 

 
Controlling interest in 3 

borrowers 

 
Consolidation - fair value disclosure only. Recognize 

into income upon disposition. 

 
- 

 
19.7 

Total  $ 34.8 $ 22.2 

 
Q3 Conference Call 
While these measures have helped unlock some of the value, the shares continue to trade at a 
significant discount to their fundamental value, as evidenced by the fact that yield enhancement a 
whopping CAD 80-plus million to-date or over CAD 1.60 per share continues to be essentially 
valued at zero or at most a one-time multiple, notwithstanding its fundamental nature and 
contribution to the business. Therefore, we've once again done what we said we would do, and 
we've engaged Goldman as the company's financial advisor to run the privatization process for the 
company.  
While the shares are now trading based on the potential value range of our corporate initiatives, 
we've not diverted our attention from managing and strengthening the underlying business. We've 
restarted growth in our loan portfolio evidenced by the approximately CAD 340 million in signed-
back term sheets and increased funding on our Resolve facility as of yesterday.  
Generally, we've always said that we expect 60% to 80% of signed-back term sheets to result in 
advances or in growth in gross loans receivable. We're also days away from closing a new 
securitization facility that will become a low-cost source of funding for that growth, and result in 
increased interest margin, net income, and therefore, return on equity. The investment grade 
ratings attached to the leverage in the facility evidence the quality of our underlying business.  
We've also introduced a robust ongoing program of what we call yield enhancements that are still 
not being recognized in the current valuations, despite being almost double the level of initial 
expectations and growing far faster than the market clearly understands or understood. Admittedly, 
these are quite difficult to predict and 
subject to complicated IFRS rules, which is why we believe they are not being incorporated in 
Street estimates, but they are a very important part of our business model and simply cannot be 
overlooked. Over half of the loans in the portfolio are generating yield enhancements, clearly 
demonstrating that such is the fundamental part of the business.  
Total yield enhancement to-date is internally valued at CAD 80.6 million and reviewed by both the 
auditors and the audit committee. Recognition of yield enhancement, however, to income is strictly 
dictated by IFRS rules and can therefore result in significant timing issues, but the key word here is 
timing, not value. Yield enhancements will flow through our income statements and are dictated by 
the characteristics of each loan and the underlying business thereof. Furthermore, for example, 
owning straight out equity would technically result in zero dollars of initial net income, but [ph] were 
(07:06) structured at CAD 0.0001 per share would require immediate inclusion into net income, all 
other things being equal. 
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These expected gains are shown in the yield enhancement table in the MD&A. When they are through this, their 
CCAA process, these gains will be brought into income. Over half of the loans in the portfolio are generating yield 
enhancements, clearly demonstrating such is a fundamental part of the business. 
 
Q3 MD&A 
For the current quarter, a total of $2.8 million of additional fees have been recognized in the statement of 
income during the quarter related to yield enhancement features. These yield enhancement features will 
continue to be part of the loan restructuring process on our borrowers and will generate repeated incremental 
income to the overall portfolio. In addition, during the quarter, the fair value of the Company’s controlling 
interests in 3 borrowers increased by $20.0 million. Under IFRS, the value of these yield enhancements related 
to these controlling interests ($39.7 million as at September 30, 2016) does not get recognized into income until 
disposition of the consolidated entities. These yield enhancements are further summarized in “Yield- 
Enhancement Agreements”. 
 
Yield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in the normal course 
negotiates yield enhancements (including but not limited to by way of equity and equity like interests) as compensation. 
Management expects that recoveries from such yield enhancements will be achieved on an irregular basis but may be 
substantial in amount. Significant estimation and critical judgment are involved in the measurement of separated 
embedded derivatives including options and, therefore, the values from such yield enhancements may significantly 
change from period to period causing volatility in our results. 
In the National Bank Financial valuation that accompanied our substantial issuer bid circular, National Bank Financial 
considered the value that may accrue to Callidus from equity and equity like interests currently owned by Callidus as 
a result of credit bid processes or through normal course negotiations with borrowers. National Bank Financial noted 
that as at March 29, 2016, the Company has agreed to terms pertaining to “yield enhancement options” related to seven 
of the loans in the portfolio, and expected to finalize the agreements on three additional loans during the next quarter. 
In arriving at its opinion as to the fair market value of the Callidus shares, National Bank Financial selected a fair 
market value for the equity and equity-like interests of between $0.50 and $1.00 per share. Management views this 
valuation range as conservative. 
 
The following table summarizes the yield enhancements as of September 30, 2016: 

 

 

Yield Enhancement 

 

Method of Accounting 

Value Recognized in 
YTD Q3-16 

Statement of Income 
(in $ millions) (1) 

Unrecognized Value 
at September 30, 

2016 (in $ millions) 

Fee charged to 7 borrowers Fee recognized over estimated contract life. $ 5.8 $ 2.0 

Profit participation above 
certain threshold and royalty 

stream on 2 borrowers 
Interest yield adjustment over life of the 

loan. 

 
0.3 

 
0.8 

Options to purchase equity 
interests in 3 borrowers 

Embedded derivative - fair value movement 
recorded through statement of income. 

 
32.0 

 
- 

Equity interests in 2 
borrowers 

Equity interest - fair value movement 
recorded through statement of other 

comprehensive income. 

 
- 

 
< 0.1 

Current/expected controlling 
interest in 3 borrowers 

Consolidation - fair value disclosure only. 
Recognize into income upon disposition. 

 
- 

 
39.7 

Total  $ 38.1 $ 42.5 

(1) Value recognized per quarter was as follows: Q3-2016: $2.8 million; Q2-2016: $35.3 million. 
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2016 q4 Conference Call 
Yield enhancements and provisions. This brings me to the final element of our 2016 results 
upon which I would like to comment. The loan loss provisions and the non-IFRS unrecognized 
yield enhancements, which for simplicity I will refer to as yield enhancements, every quarter in 
addition to computing an allowance for loan losses on the overall portfolio, we, along with third 
parties, engage in a valuation exercise on our loans to assess any potential credit 
impairments. Our experience has shown that generally, when we have a loan that needs some 
form of accommodation, such as an extension or restructuring, we try to obtain a yield 
enhancement, such as a fee or warrant for undertaking the accommodation. David will be 
discussing the specifics of the 2016 provisions and yield enhancements, but I would like to 
comment on the rigorous process we have to arrive at these numbers. 

The process for determining the yield enhancements is greatly influenced by the complexity of 
the accounting standards under which the company reports and judgments related to the 
future performance of the business and the industry of a business to whom we have advanced 
a loan. To be clear, Callidus takes the unusual approach of engaging in a 2-step external 
valuation process, both its auditors and another third party review the company's loan loss 
provisions. As a result, Callidus is confident in the veracity of its processes in determining 
these 2 estimates. Both provisions and yield enhancements are subject to very significant 
fluctuation and volatility, sometimes even quarter-over-quarter due to the applicable IFRS rules 
and thus greatly influence consolidated financial performance. 

In 2016, the non-IFRS unrecognized yield enhancements, which are disclosed in the table in 
the MD&A, were approximately 2.5x the level of initial expectations found in the valuation 
attached to our SIB circular issued in April 2016. Loan loss provisions and yield 
enhancements, more specifically how yield enhancements must be recorded under technical 
accounting rules, can be extremely volatile and in both directions. Therefore, it is worth 
repeating that shareholders need to be cognizant of the aggregate results including the IFRS-
driven reporting and the potential longer-term impact of non-IFRS yield enhancements on 
longer-term results. For example, under the IFRS rules, once Callidus controls or consolidates 
a borrower, it is required to automatically -- I'm sorry, automatically any related yield 
enhancement cannot be under IFRS rules recognized until such entity is disposed of. While 
the timing-related volatility of both the provisions and yield enhancements introduced by 
technical accounting requirement may have an immediate impact on financial reporting, we 
have not as yet had any negative impact on value. Our expectation is that these are offsetting 
measures at a minimum, and if managed correctly, a portion of the provisions may be reversed 
or recovered as collateral values, like yellow metal, recover. 

Q4 MD&A 

For the year, a total of $11.3 million of additional fees have been recognized in interest and fees and other in the 
statement of comprehensive income related to yield enhancement features. These yield enhancement features 
will continue to be earned as part of the loan restructuring process and will generate repeated incremental 
income for the overall portfolio. Under IFRS, the value of yield enhancements related to controlling interests 
($110.7 million as at December 31, 2016) does not get recognized into income until disposition of the 
consolidated entities. These yield enhancements are further summarized in “Yield-Enhancement Agreements”. 
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Yield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in the normal course 
negotiates yield enhancements (including but not limited to by way of equity and equity like interests) as compensation. 
Management expects that recoveries from such yield enhancements will be achieved on an irregular basis but may be 
substantial in amount. Significant estimation and critical judgment are involved in the measurement of separated 
embedded derivatives including options and, therefore, the values from such yield enhancements may significantly 
change from period to period causing volatility in our results. Such significant estimations and critical judgments used 
in the determination of recognized and unrecognized yield enhancements include assumptions over and are not limited 
to future cash flows, interest rates, execution risk and company- specific risks. Inherently, there are risks and 
uncertainties relating to the valuation of these yield enhancements that may result in significant variation from period 
to period. Such risks and uncertainties include and are not limited to unforeseen economic and technological changes 
in a particular industry, inability to meet future cash flows targets and changes in commodity prices. 
In the National Bank Financial valuation that accompanied our completed substantial issuer bid, National Bank 
Financial considered the value that may accrue to Callidus from equity and equity like interests currently owned by 
Callidus as a result of credit bid processes or through normal course negotiations with borrowers. National Bank 
Financial noted that as at March 29, 2016, the Company has agreed to terms pertaining to “yield enhancement options” 
related to seven of the loans in the portfolio, and expected to finalize the agreements on three additional loans during 
the next quarter. In arriving at its opinion as to the fair market value of the Callidus shares, National Bank Financial 
selected a fair market value for the equity and equity-like interests of between $0.50 and $1.00 per share. Management 
views this valuation range as conservative. 

The following table summarizes the yield enhancements as of December 31, 2016: 
 

Yield Enhancement 
 

Method of Accounting 
Value Recognized in 

2016 Statement of 
Income (in $ millions) (1) 

Unrecognized Value 
at December 31, 2016 

(in $ millions) (2) 

Fee charged to 9 borrowers Fee recognized over estimated contract 
life. $ 10.6 $ 0.8 

Profit participation above 
certain threshold and royalty 

stream on 3 borrowers 
Interest yield adjustment over life of the 

loan. 

 
0.7 

 
- 

Options to purchase equity 
interests in 5 borrowers 

Separated embedded derivative - fair value 
movement recorded through statement of 

income. 

 
3.1 

 
12.0 

Equity interests in 1 
borrower 

Equity interest - fair value movement 
recorded through statement of other 

comprehensive income. 

 
- 

 
- 

Current/expected controlling 
interest in 3 borrowers 

Consolidation - fair value disclosure only. 
Recognize into income upon disposition. 

 
- 

 
110.7 

Total  $ 14.4 $ 123.5 

(1) Value recognized in the financial statements before derecognition per quarter was as follows: Q4-2016: ($23.8) million; Q3-
2016: $2.8 million; Q2-2016: $35.3 million. It should also be noted that the recognized yield enhancement on options to 
purchase equity interests in 5 borrowers does not relate to the same entities as the unrecognized non-IFRS yield enhancement 
on the current/expected controlling interest in 3 borrowers. 

(2) The unrecognized value of the yield enhancements is a non-IFRS measure. The current estimated value is attributed to two 
borrowers and the value ascribed is considered a forward looking statement. The following table outlines certain significant 
forward-looking statements contained in this MD&A and provides the material assumptions used to develop such forward-
looking statements and material risk factors that could cause actual results to differ materially from the forward looking 
statements. 
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Q1 2017 conference Call 

Only  one mention of Yield enhancements 

And we expect what we look at as in the total amount earned which for us includes a non-IFRS 
measure which is part of yield enhancement. Which is not recognized through the P&L for 
technical reasons. We care about the total return. We don't care how it's composed. As long 
as we're making a return that is commensurate or greater than the risk in the book reflected by 
the collateral in the business we don't really care. We can't really do that currently or we 
couldn't do it as a public company up until now. We don't think it'll have a major impact on the 
overall yield. It may have an impact on the composition of the total yield earned. I hope that's 
helpful, Stephen 

Okay, maybe we can take it offline. In terms of disclosures, obviously in the press release 
there's some commentary around OSC, continuous disclosure review, is that wrapped up? Is 
there anything else from the OSC? Or are there any other investigations ongoing at this time? 

It's a continuous disclosure review. It's nothing extraordinary. If there was a significant issue 
with the Commission, I'm fairly certain the Commission would force us to disclose it. 

Jaeme, if there was something serious going on with the Commission I'm virtually certain the 
Commission would force us to, and rightly, disclose it. A continuous disclosure review is just a 
review. Almost every company I've heard of, and this is maybe just my experience, that is 
using IFRS and non-IFRS measures it's an issue and a justified issue by both the SEC in the 
US and the OSC in Ontario. And amongst other things, it's an issue that I think is appropriate 
that people make sure that they're disclosing properly. 

MD&A Q1 2017 
For the current quarter, a total of $7.0 million of additional fees have been recognized in interest and fees and 
other in the statement of comprehensive income related to yield enhancements. These yield enhancements will 
continue to be earned as part of the loan restructuring process and will generate repeated incremental income for 
the overall portfolio. Under IFRS, the value of yield enhancements related to controlling interests ($110.4 
million as at March 31, 2017) does not get recognized into income until disposition of the consolidated entities. 
These yield enhancements are further summarized in “Yield-Enhancement Agreements”. 

Yield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in the normal course 
negotiates yield enhancements (including but not limited to by way of equity and equity like interests) as compensation. 
Management expects that recoveries from such yield enhancements will be achieved on an irregular basis but may be 
substantial in amount. Significant estimation and critical judgment is involved in the measurement of separated 
embedded derivatives including options and, therefore, the values from such yield enhancements may significantly 
change from period to period causing volatility in our results. Such significant estimations and critical judgments used 
in the determination of recognized and unrecognized yield enhancements include assumptions over and are not limited 
to future cash flows, interest rates, execution risk and company-specific risks. Inherently, there are risks and uncertainties 
relating to the valuation of these yield enhancements that may result in significant variation from period to period. Such 
risks and uncertainties include and are not limited to unforeseen economic and technological changes in a particular 
industry, inability to meet future cash flows targets and changes in commodity prices. 
In the National Bank Financial valuation that accompanied our completed substantial issuer bid, National Bank Financial 
considered the value that may accrue to Callidus from equity and equity like interests currently owned by Callidus as a 
result of credit bid processes or through normal course negotiations with borrowers. National Bank Financial noted that 
as at March 29, 2016, the Company has agreed to terms pertaining to “yield enhancement options” related to seven of 
the loans in the portfolio, and expected to finalize the agreements on three additional loans during the next quarter. In 
arriving at its opinion as to the fair market value of the Callidus shares, National Bank Financial selected a fair market 
value for the equity and equity-like interests of between $0.50 and $1.00 per share. Management views this valuation 
range as conservative. 
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The following table summarizes the yield enhancements as of March 31, 2017: 
 

Yield Enhancement 
 

Method of Accounting 
Value Recognized in 

Q1-2017 Statement of 
Income (in $ millions) (1) 

Unrecognized Value 
at March 31, 2017 (in 

$ millions) (2) 

Fee charged to 5 borrowers Fee recognized over estimated contract 
life. $ 6.9 $ - 

Profit participation above 
certain threshold and royalty 

stream on 3 borrowers 
Interest yield adjustment over life of the 

loan. 

 
0.1 

 
- 

Options to purchase equity 
interests in 5 borrowers 

Separated embedded derivative - fair value 
movement recorded through statement of 

income. 

 
(1.2) 

 
12.6 

Equity interests in 1 
borrower 

Equity interest - fair value movement 
recorded through statement of other 

comprehensive income. 

 
- 

 
- 

Current/expected controlling 
interest in 3 borrowers 

Consolidation - fair value disclosure only. 
Recognize into income upon disposition. 

 
- 

 
110.4 

Total  $ 5.8 $ 123.0 

(1) Value recognized in the financial statements before derecognition per quarter was as follows: Q1-2017: $5.8 million; Q4- 2016: 
($23.8) million; Q3-2016: $2.8 million; Q2-2016: $35.3 million. It should also be noted that the recognized yield 
enhancement on options to purchase equity interests in 5 borrowers does not relate to the same entities as the unrecognized 
non-IFRS yield enhancement on the current/expected controlling interest in 3 borrowers. 

(2) The unrecognized value of the yield enhancements is a non-IFRS measure. The current estimated value is attributed to two 
borrowers and the value ascribed is considered a forward-looking statement. The following table outlines certain significant 
forward-looking statements contained in this MD&A and provides the material assumptions used to develop such forward-
looking statements and material risk factors that could cause actual results to differ materially from the forward-looking 
statements. 

 

Q2 2017 

No Mention of yield Enhancements 

ield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in the normal course 
negotiates yield enhancements (including but not limited to by way of equity and equity like interests) as compensation. 
Management expects that recoveries from such yield enhancements will be achieved on an irregular basis but may be 
substantial in amount. Significant estimation and critical judgment is involved in the measurement of separated 
embedded derivatives including options and, therefore, the values from such yield enhancements may significantly 
change from period to period causing volatility in our results. Such significant estimations and critical judgments used 
in the determination of recognized and unrecognized yield enhancements include assumptions over and are not limited 
to future cash flows, interest rates, execution risk and company-specific risks. Inherently, there are risks and 
uncertainties relating to the valuation of these yield enhancements that may result in significant variation from period 
to period. Such risks and uncertainties include and are not limited to unforeseen economic and technological changes 
in a particular industry, inability to meet future cash flows targets and changes in commodity prices. 
In the National Bank Financial valuation that accompanied our completed substantial issuer bid, National Bank 
Financial considered the value that may accrue to Callidus from equity and equity like interests currently owned by 
Callidus as a result of credit bid processes or through normal course negotiations with borrowers. National Bank 
Financial noted that as at March 29, 2016, the Company has agreed to terms pertaining to “yield enhancement options” 
related to seven of the loans in the portfolio, and expected to finalize the agreements on three additional loans during 
the next quarter. In arriving at its opinion as to the fair market value of the Callidus shares, National Bank Financial 
selected a fair market value for the equity and equity-like interests of between $0.50 and $1.00 per share. Management 
views this valuation range as conservative. 

Total: 
$1,089MM 

Total: 
19 loans 
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The following table summarizes the yield enhancements as of June 30, 2017: 
 

Q3 3017 

One mention of Yield Enhancement relating to Bluberi 

MD&A Q3 

Yield-Enhancement Agreements 
Where borrowers seek accommodations from Callidus in relation to their credit facilities, Callidus in the normal 
course negotiates yield enhancements (including but not limited to by way of equity and equity like interests) as 
compensation. Management expects that recoveries from such yield enhancements will be achieved on an irregular 
basis but may be substantial in amount. Significant estimation and critical judgment is involved in the measurement 
of separated embedded derivatives including options and, therefore, the values from such yield enhancements may 
significantly change from period to period causing volatility in our results. Such significant estimations and critical 
judgments used in the determination of recognized and unrecognized yield enhancements include assumptions over 
and are not limited to future cash flows, interest rates, execution risk and company-specific risks. Inherently, there 
are risks and uncertainties relating to the valuation of these yield enhancements that may result in significant 
variation from period to period. Such risks and uncertainties include and are not limited to unforeseen economic 
and technological changes in a particular industry, inability to meet future cash flows targets and changes in 
commodity prices. 
 
 
 
 
 
 
 
 
 
 

 

Yield Enhancement 

 

Method of Accounting 

Value Recognized in 
YTD Q2-2017 

Statement of Income (in 
$ millions) (1) 

Unrecognized Value 
at June 30, 2017 (in $ 

millions) (2) 

Fee charged to 7 borrowers Fee recognized over estimated contract 
life. $ 6.9 $ - 

Profit participation above 
certain threshold and royalty 

stream on 3 borrowers 
Interest yield adjustment over life of the 

loan. 

 
0.1 

 
- 

Options to purchase equity 
interests in 3 borrowers 

Separated embedded derivative - fair value 
movement recorded through statement of 

income. 

 
(1.2) 

 
- 

Equity interests in 1 
borrower 

Equity interest - fair value movement 
recorded through statement of other 

comprehensive income. 

 
- 

 
- 

Current/expected controlling 
interest in 4 borrowers 

Consolidation - fair value disclosure only. 
Recognize into income upon disposition. 

 
- 

 
115.8 

Total  $ 5.8 $ 115.8 
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The following table summarizes the yield enhancements as of September 30, 2017: 
 

Yield Enhancement 
 

Method of Accounting 
Value Recognized in YTD 

Q3-2017 Statement of 
Income (in $ millions) (1) 

Unrecognized Value at 
September 30, 2017 (in $ 

millions) (2) 

Fee charged to 8 borrowers Fee recognized over estimated contract 
life. $ 9.7 $ - 

Profit participation above 
certain threshold and royalty 

stream on 3 borrowers 

Interest yield adjustment over life of the 
loan. 

 
0.1 

 
- 

Options to purchase equity 
interests in 3 borrowers 

Separated embedded derivative - fair value 
movement recorded through statement of 

income. 

 
(3.1) 

 
- 

Equity interests in 1 
borrower 

Equity interest - fair value movement 
recorded through statement of other 

comprehensive income. 

 
- 

 
- 

Current controlling interest 
in 4 entities 

Consolidation - fair value disclosure only. 
Recognize into income upon disposition. 

 
- 

 
112.7 

Total  $ 6.7 $ 112.7 
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#225, 6125 – 11 Street SE Calgary, AB T2H 2L6  PH: 403-699-8383 
Toll Free: 1-855-699-8383   www.irissco.com 

 

 
 
 
 

OUR FILE NO:  19-002 
 
  

October 3, 2019 
 
Royal Canadian Mounted Police 
7575 8 St NE, Calgary, AB T2E 8A2 
 
Federal and Organized Crime South - Intake 
  
Dear Cpl. Wrobel, 
  
On behalf of my client Kevin Baumann of Red Deer Alberta, I have been asked to lay a 
formal complaint with the RCMP regarding allegations of Fraud, Theft, and Bankruptcy Act 
offences against Callidus Capital of Toronto Ontario, a publicly trading company currently 
in proceedings to go private in mid-October. 
  
Mr. Baumann is in several litigation proceedings with Callidus Capital and Callidus has 
made some document disclosures as part of one of the lawsuits. I will be taking the utmost 
care in what is provided to the RCMP to ensure there are no concerns with R. v. Jarvis. 
  
Upon my review of this case, I believe Mr. Baumann has a legitimate complaint that these 
criminal offences have been committed and the losses he incurred specific to Alken Basin 
Drilling Ltd. (“Alken”) are approximately 21 Million. 
  
Brief summary of Allegations:   
Callidus Capital provided a business loan to Alken Basin under such parameters, 
restrictions and lack of good faith that Alken Basin was unable to function as a valid entity 
and was forced into Receivership over a period of the inception of the loan on March 31, 
2014 to the Receivership in April 2016 (MNP Receiver). Callidus Capital subsequently 
incorporated Altair Water and Drilling and purchased the Alken assets out of Receivership 
and are currently operating this company in Red Deer.   
  
During the period of December 1, 2014 to April 21, 2015 Mr. Scott Sinclair was positioned 
into Alken as an independent contractor and accountant (Operating as Range 
Advisors www.rangeadvisors.com) who pre-approved all funding requests made by Alken. 
During his positions at Alken he worked on behalf of Callidus initially as someone who 
would assist Alken in ‘right sizing’ the business, and secondly replaced Mr. Baumann as 
President after he resigned as Director of the company under duress.  It is my 
understanding that Mr. Sinclair lived in Fernie BC and worked for Alken from his home. 
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Mr. Sinclair’s current company, Sinclair Range has a website located 
at: https://www.sinclairrange.com/home/ 
   
Callidus Capital set out in the loan agreement the opportunity for Alken to borrow against 
Alken receivables as a percentage of that value 85% to 90% ($5 Million available under 
Facility A), the ability to borrow up to $19 Million against the value of the equipment 
appraisal at 90% (Facility B), and the lesser of $4.5 Million 75% of the realty 
appraisal.  (Attached final loan agreement). 
 
Mr. Baumann set out as part of the loan agreement, a personal guarantee as collateral for 
the loan, land that he owns on the edge of Gasoline Alley in Red Deer that is valued at 
between $4.5 Million and $6 Million.   
  
Alken’s business required funding during certain parts of the year to maintain operations 
which included paying payroll for up to 50 employees, paying suppliers and maintaining 
equipment.  The purpose of the loan was to accomplish this as well as pay out a loan to 
Service Credit Union that had been called by the Credit Union.  The Service Credit Union 
loan of $13 Million, had originally been used to purchase Alken and equipment from 
another company (Titan Resources) in early 2014. 
  
What was supposed to happen: Part of the loan agreement was that Callidus would take 
over and manage the receivables of Alken.  A TD Bank account was opened by Callidus 
called a “Blocked Account.”  All Alken receivables would be deposited by Alken into this 
account.  Callidus would transfer the funds daily out of this account to another Callidus 
account.  Alken would receive monthly statements of the loan account.  Through another 
account opened and controlled by Callidus, Callidus would fund Alken’s operations where 
Alken would pay for costs of running the business referred to as the disbursement 
account.  The blocked account was set up so that Callidus could ensure their principal and 
interest of loaned funds was covered prior to funding Alken’s business.   
  
What actually happened:  Alken Basin would submit a borrowing request through to 
Callidus on a regular basis as needed, stating what funds were required and who was 
going to be paid with those funds.  Callidus would then review this request and would 
release funds as they deemed appropriate. If Callidus did not agree with a payment that 
was to be made, the funds would not be released.  The day after the loan closed Callidus 
implemented a holdback of available funding to the tune of 1.25 Million.  This significantly 
changed the loan agreement and impacted Alken Basin’s cash flow.  This holdback of 
available funding was reduced over time, however Callidus failed to provide the funding 
required to maintain operations during the period of the loan where Mr. Baumann was 
President. 
  
Through a number of circumstances described by Mr. Baumann in his attached statement, 
Callidus egregiously breached their agreement with Alken which turned out to be a 
corporation acquisition agreement rather than a loan agreement (Fraud Over).  It is 
alleged by Mr. Baumann that Callidus though Mr. Sinclair, failed to pay suppliers, created 
unnecessary debt, failed to maintain equipment so operations could continue and 
knowingly put Alken in a position of Receivership. Callidus also failed to abide by its 
funding agreement to provide money based on the value of the company’s receivables and 
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when funding requests were made, either fully denied the funding or provided just a small 
percentage of what was requested, at least until Mr. Baumann removed himself as 
president1.  
 
It is likely that Callidus used the funds acquired from Alken’s revenue that was placed into 
the blocked account to pay Alken a portion of loan monies but would retain the difference 
between the promised funding and the disbursements to Alken to the benefit of Callidus.   
  
Mr. Baumann had a shareholder’s loan in the amount of approximately $1.6 Million that 
was on the books and records of Alken (attached March 31, 2014 audited financial 
statements) that was written off by Mr. Sinclair, which is alleged by Mr. Baumann as a 
criminal transaction of Theft Over.  As a result, as a shareholder of Alken, Mr. Baumann 
was not on the list of creditors during the receivership process.   
  
Locations of evidence: 
  
Unfortunately, when Mr. Baumann resigned from Alken Basin and remained as the 
majority shareholder, the company cut off his access to email and corporate 
records.  Records are held by Callidus Capital and Mr. Scott Sinclair. 
  
Records held by Mr. Sinclair 
 
As a CPA Mr. Sinclair is required to maintain accounting records for 6 years under CRA 
guidelines.  As a consultant, he did not use an Alken email address, but used his email 
of ssinclair@rangeadvisors.com when he worked at Alken.   Mr. Sinclair’s company, 
according to his website is located at 421 – 7th Avenue SW 30th Floor, Suite 3000, Calgary 
AB T2P 4K9.  We would not consider Mr. Sinclair a third party in this matter, but rather a 
party to the offences as he, as alleged by Mr. Baumann, assisted Callidus with the hostile 
acquisition of Alken Basin. Of evidentiary value would be accounting records for Alken as 
well as all email communications between Mr. Sinclair and Callidus employee Craig Boyer 
and others.  It is Mr. Baumann’s belief that a review of these emails would reveal relevant 
evidence of the fraud and the real purpose behind the loan being the acquisition of his 
company, its assets, and his personal property that Mr. Baumann used as a personal 
guarantee in the transaction. 
  
Bank Accounts: 
 
The two bank account numbers at the TD Bank in Red Deer are not known at this time.  
Should this information be discovered, Mr. Baumann will provide it to the RCMP 
immediately. 
  
  
 
 
 

 
1 Please see Summary of Statement (Will State) and copy of Mr. Baumann’s transcribed statement regarding the 
circumstances of his removal as President of Company. 
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Sea-Can containing Alken records: 
 
There may be relevant Alken records located in a Sea-Can in Red Deer.  It is Mr. Baumann’s 
understanding from Callidus that he can review the contents of this storage container 
under the parameters of the civil court proceedings disclosure.  Should the RCMP wish to 
search the Sea-Can, it is recommended a Search Warrant be obtained.  Mr. Baumann has 
not been in the Sea-Can. 
 
Records held by Callidus Capital: 
 
Callidus Capital, located in Toronto Ontario will have relevant financial records and emails 
with respect to Alken.  
 
Third Report of the Receiver (MNP)   
 
This public record is available for the RCMP to review and contains relevant evidence. 
 
Involved Persons 
  
Complainant: 
Kevin Baumann  
Email address: pekiskokb@gmail.com 
Ph: 403-505-7784 
Pekisko Ranch 
Box 109, Bluffton, Alberta 
T0C 0M0 
  
SOC: 
Callidus Capital 
http://www.calliduscapital.ca/?gclid=Cj0KCQjw_absBRD1ARIsAO4_D3uguXjvWujRVIk6d
hywHcll9igIyulap2BgYWjbc1NGpIgiPWcK_G4aAqUgEALw_wcB 
  
Head Office 
Callidus Capital Corporation 
4620 - 181 Bay Street, P.O Box 792 
Bay Wellington Tower, Brookfield Place 
Toronto, Ontario    M5J 2T3 
Canada 
investor@calliduscapital.ca 
416-945-3240 
  
SOC: 
The Catalyst Capital Group Inc. 
181 Bay Street Suite 4700, P.O. Box 792 Bay Wellington Tower Brookfield Place Toronto, 
Ontario / M5J 2T3 Canada.  Tel: (416) 945-3000 
 
SOC: Craig Boyer, Previous Chief Underwriter and Vice President Callidus Capital 
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SOC: Mark J. Wilk, Vice President 
  
SOC: James Riley, Secretary of Callidus Capital, Managing Director of Catalyst Capital 
Group Inc. 
  
SOC: David M. Reese, President and Chief Operating Officer 
  
SOC: Newton Glassman, Managing Partner of Catalyst Capital Group Inc. 
  
OTH: Vincent Choy, Collateral Analyst/Relationship Manager 
  
SOC: Matthew Scott Sinclair, CPA, President of Sinclair Range. 
421 – 7th Avenue SW 
30th Floor, Suite 3000 
Calgary, Alberta 
T2P 4K9 
See: https://www.bcsc.bc.ca/Enforcement/Disciplined_Persons_List/Sinclair,_Matthew_Sc
ott/ 
  
Potential Witnesses: 
WIT: Mike Baumann (Operations Superintendent, Shareholder, Director). CottonWood RV 
Lot15 44280 Luckakuck, Chilliwack BC V2R-4A7.  Ph: 403-963-1707. 
  
WIT: David Heighington (Lawyer representing Mr. Baumann during loan 
negotiations.)  Heighington Law. https://www.hlf.ca/   
730, 1015 - 4th Street SW Calgary, Alberta 
T2R 1J4; Phone: 403 237-0018; Email: david@hlf.ca 
  
WIT: Janice Jensen (Administration Alken Basin).  
Ph: 1-587-877-2393 
  
WIT: Ron Baumann (Nephew and employee of Alken Basin).  
Ph: 403-358-8365 
  
WIT: Michael Kehler (CFO of Alken Basin) 
  
WIT: Doug Baumann (Interested investor to buy Alken prior to Receivership) 
  
WIT: Rick Bredy (Interested investor to buy Alken prior to Receivership with Doug 
Baumann) 
  
 
It is this writers view that the investigation of this matter is in the public interest in that 
Callidus’s business model is to acquire companies, strip them of the company assets and 
start up new companies with those assets by way of a fraudulent loan agreement and 
subsequent oppressive behavior and breach of contract.  Callidus has done this to 
numerous companies across Canada and the United States.  Callidus is listed on the 
Toronto Stock Exchange and is only recently being converted back to a private enterprise. 
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https://www.bcsc.bc.ca/Enforcement/Disciplined_Persons_List/Sinclair,_Matthew_Scott/
https://www.bcsc.bc.ca/Enforcement/Disciplined_Persons_List/Sinclair,_Matthew_Scott/
https://www.hlf.ca/
mailto:david@hlf.ca


 
 

#225, 6125 – 11 Street SE Calgary, AB T2H 2L6  PH: 403-699-8383 
Toll Free: 1-855-699-8383   www.irissco.com 

 

 
Please feel free to contact me or Mr. Baumann should you have any questions or require 
additional information to adequately assess the complaint for investigation. 
  
 
Kindest regards, 
  

 
  
Conal Archer, Investigator 
IRISS Corporation, Integrated Risk Investigation and Security Solutions 
Mobile: 587-999-4077 
Email:   conal.archer@irissrisk.com 
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Catalyst v West Face et al. 
James Riley

on Tuesday, October 27, 2020

77 King Street West, Suite 2020
Toronto, Ontario M5K 1A1

neesonsreporting.com | 416.413.7755
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Catalyst v West Face et al.  
James Riley on 10/27/2020 418

neesonsreporting.com
416.413.7755

 1                    THE DEPONENT:  Okay.

 2                    MR. MOORE:  And we are not going to.

 3                    THE DEPONENT:  Okay.

 4                    MR. MOORE:  So ask your questions and

 5        stop with the accusations.

 6                    BY MR. BAUMANN:

 7 1253               Q.   Okay, Jaeme Gloyn, an analyst with

 8        the National Bank, he is asking Mr. Glassman on

 9        page 9 near the bottom, the third paragraph from

10        the bottom:

11                         "Okay.  Great.  Fair enough.

12                    Shifting gears to the yield

13                    enhancements and the CAD 32 million

14                    gain, can you just sort of elaborate

15                    on the size of the potential can,"

16                    being the size of the loan, "the

17                    size of the original loan that those

18                    warrants are associated with?

19                    What's the value of the

20                    shareholders' equity or percentage

21                    that [...] 32 million [...]" that

22                    Callidus gained, basically.

23                    What loan does that refer to?  What

24        loan is he referring to there, Mr. --

25                    A.   Horizontal.  Horizontal.
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1/10/2021 HWD PRODUCTION LLC :: Delaware (US) :: OpenCorporates

https://opencorporates.com/companies/us_de/6457641 1/2

[Webinar] Fighting Financial Crime: The White Box Company Data Revolution – listen to the recording. Listen now

The Open Database Of The Corporate World
Company name or numb  Search

 Companies  Officers

Log in/Sign up

HWD PRODUCTION LLC
Company Number

6457641
Incorporation Date

26 June 2017 (over 3 years ago)
Company Type

Limited Liability Company
Jurisdiction

Delaware (US)
Agent Name

HARVARD BUSINESS SERVICES, INC
Agent Address

16192 COASTAL HWY, LEWES, Sussex, DE, 19958
Directors / Officers

HARVARD BUSINESS SERVICES, INC, agent

Source Delaware Department of State: Division of Corporations, http://www.corp.delaware.gov/, 29 Aug 2019
Add data (website, address, etc)

Explore company network

Company network

Not yet available for this company. Click to find out more

Latest Events

2017-06-26
Incorporated

2017-06-26 - 2018-09-17
Addition of officer HARVARD BUSINESS SERVICES, INC, agent

See all events

Corporate Grouping User Contributed

None known. Add one now?
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https://attendee.gotowebinar.com/register/1988205506124432909?source=OC+website+banner
https://opencorporates.com/
https://opencorporates.com/users/sign_in
https://opencorporates.com/companies/us_de
https://opencorporates.com/companies/us_de/6457641/officers
https://opencorporates.com/officers/269152962
http://www.corp.delaware.gov/
https://opencorporates.com/data/new?company_number=6457641&jurisdiction_code=us_de
https://opencorporates.com/companies/us_de/6457641/network
https://opencorporates.com/companies/us_de/6457641/network
https://opencorporates.com/legal/networks
https://opencorporates.com/events/322747661
https://opencorporates.com/events/322747631
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https://opencorporates.com/legal/glossary#user-contributed-data
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1/10/2021 HWD PRODUCTION LLC :: Delaware (US) :: OpenCorporates

https://opencorporates.com/companies/us_de/6457641 2/2

See all corporate groupings
* While we strive to keep this information correct and up-to-date, it is not the primary source, and the company registry
(see source, above) should always be referred to for definitive information
Data on this page last changed February 22 2020

Problem/question about this data? Click here

 Open Data

Get this info as json, xml, rdf

About us
About
Blog
Team
Governance
Jobs

Using our data
Our data
Our purpose
Legal/Licence
User/Cookie privacy policy
Public records privacy policy

Help
API Reference
Glossary
Status

Contact
Twitter
Medium
Newsletter
Problems with our data?
Temporary redaction

Impact
Impact
Grants
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https://opencorporates.com/corporate_groupings
https://opencorporates.com/legal/problems
https://api.opencorporates.com/
https://api.opencorporates.com/companies/us_de/6457641
https://api.opencorporates.com/companies/us_de/6457641?format=xml
https://opencorporates.com/companies/us_de/6457641.rdf
https://opencorporates.com/info/about
http://blog.opencorporates.com/
https://opencorporates.com/info/team/
https://opencorporates.com/info/governance
https://jobs.opencorporates.com/
https://opencorporates.com/info/our-data
https://opencorporates.com/info/our-purpose
https://opencorporates.com/legal/licence
https://opencorporates.com/legal/user_privacy_policy
https://opencorporates.com/legal/public_records_privacy_policy
https://api.opencorporates.com/
https://opencorporates.com/legal/glossary
http://status.opencorporates.com/
http://twitter.com/opencorporates
https://medium.com/@opencorporates
https://eepurl.com/duayVr
https://opencorporates.com/info/contact
https://opencorporates.com/legal/temporary_redaction
http://blog.opencorporates.com/2015/05/26/opencorporates-impact-report-2014/
https://opencorporates.com/legal/grants
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1/1/2021 An Oklahoma oil company's deal in Venezuela raises questions

https://www.cnbc.com/2017/11/10/an-oklahoma-oil-companys-deal-in-venezuela-raises-questions.html 1/9

Source: CNBC

Michelle Caruso-Cabrera
@MCARUSO_CABRERA

Ritika Shah
@RITIKATSHAH

Scott Zamost
@SCOTTZAMOST

SHARE � � � $

U.S. NEWS

Drilling for answers: An Oklahoma oil company’s deal in
Venezuela raises questions
PUBLISHED FRI ,  NOV 10  2017•7 :49 AM EST UPDATED SUN,  NOV 12  2017•5 : 17  PM EST
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https://cat.va.us.criteo.com/delivery/ck.php?cppv=3&cpp=lqDRb4kTS2PG2z5lTtMc4ZNDJSsUEyPPYOBLBH_QReYsuTFpwZoW4Vhlj-jt5m1H2sw6IhKVNkz9iY9Zrf1ecB2LoSVZxD4c0ya3xkIfDUc5Yj2pxoeYdqnfN_bnF_7hTrFc7-qMqwDqv3DUHFtzzZXfyvzjhtLphlJoIJcXNW2obg0EBRVTDWUct6HOreJ1CDxDTGHQZf1xbQDpPBNRB68NlplbQLPvV_CFlwbTH4BRK-N3DiGrHSVnOmz-SKjdSppsDLS-94lCGC5i-t5U9pI_EpRCHPHF50l52abJQycGxySEcUiP7Derebk7Z4j3fPyA3x4psgLXQNBv_8rmO8NyOIw72oKe4rNzXg4qsVSr8uYsY014-_OjDtjpPnYdLypouW-ktmkAraTniTtgAped_pgvYujV1JPnm9p52K6mA-Tgiedr7GYi2jd1QXsHqIyxSQ7-0kDDaDg-40UmFCmDD4g&maxdest=https%3A%2F%2Fad.doubleclick.net%2Fddm%2Ftrackclk%2FN9525.154378CRITEO%2FB24356016.276151453%3Bdc_trk_aid%3D470416836%3Bdc_trk_cid%3D134062204%3Fhttp%3A%2F%2Fwww.vistaprint.ca%2Fvp%2Fgateway.aspx%3FS%3D4843114742%26PREURL%3D%20%2Fmarketing-materials%2Flabels-stickers%2Froll-labels%3FrequestorId%3Dmerchandising-feeds-prod%26mpId%3DMP-341970
https://cat.va.us.criteo.com/delivery/ck.php?cppv=3&cpp=Veu6rYkTS2PG2z5lTtMc4ZNDJSsUEyPPYOBLBH_QReYsuTFpwZoW4Vhlj-jt5m1H2sw6IhKVNkz9iY9Zrf1ecB2LoSVZxD4c0ya3xkIfDUc5Yj2pxoeYdqnfN_bnF_7hTrFc7-qMqwDqv3DUHFtzzZXfyvwUUS24DzFJMfcSJza2sY8tJdtRJrBxsjXIBDEbyk0vKFkKEnAZ2EIK6t5Z353ostF1T27o0x82a_ACcTgIHpepu8SIicADUTEJNmxhN9-_nWveOe51Dt7CwtXzJdJhSrYfhlGXevzlQUjrV89N5rU3BsixTe7iNMGxt0OlJZ06e2nt1GisQmn-_TrtzeT1PsID7ochF-qOW8wD_7sEvlgrVz5IBexJyT9OJVHLVLC4az7BTaEPYIBLvz_cKHTompVVyqNToYhjfI0IZRq1eBo-ARNjossCIpkN579XU2mnTAPw6IKs-lQf_oh1YRbAzRE&maxdest=https%3A%2F%2Fad.doubleclick.net%2Fddm%2Ftrackclk%2FN9525.154378CRITEO%2FB24356016.276151453%3Bdc_trk_aid%3D470416836%3Bdc_trk_cid%3D134062204%3Fhttp%3A%2F%2Fwww.vistaprint.ca%2Fvp%2Fgateway.aspx%3FS%3D4843114742%26PREURL%3D%20%2Fstationery%2Freturn-address-labels%3FrequestorId%3Dmerchandising-feeds-prod%26mpId%3DMP-108106
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V IDEO 0 8 : 0 1

CNBC investigates a Venezuelan oil deal

Just 17 days before the United States announced a fresh round of sanctions against Venezuela, two
American drilling executives stood in the presidential palace alongside President Nicolas Maduro.

CEO Todd Swanson and general counsel Brent Mills were there to sign a memorandum of understanding
between their little-known drilling company, Horizontal Well Drillers, and Venezuela’s state-owned oil
company, Petroleos de Venezuela S.A.

Swanson, who once served on the board of Massey Energy for Dan Loeb when he worked for Loeb’s hedge
fund Third Point, made a speech at the event.
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Horizontal Well Drillers CEO Todd Swanson signs a memorandum of understanding with Venezuela’s state-run oil company as President Nicolás Maduro

looks on.

Source: PDVSA

V IDEO 0 4 : 3 9

CNBC investigates a Venezuelan oil deal

“I first came to Venezuela in 1996, and I immediately fell in love with the country because of the spirit of
the people and the physical beauty of the landscape,” Swanson said. “And we are pleased to be working
closely with you to help expand oil production in Venezuela and help it become one of the largest oil
producers in the world.”

Swanson even shook Maduro’s hand.

The timing of the deal is curious considering the country is on the verge of economic collapse.

Numerous corporations have stopped doing business there. More than 20 have filed cases against the
Venezuelan government at the World Bank after their assets were seized by the socialist government.

And when it comes to oil, Venezuela’s most important sector, the country is struggling to pay its bills —
issuing promissory notes because it can’t come up with the cash.
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Horizontal Well Drillers employees work on one of the company’s rigs in Purcell, Oklahoma.

Source: CNBC

According to their latest quarterly reports, Halliburton has $429 million in outstanding bills;
Schlumberger has about $700 million. Baker Hughes has $100 million in receivables and inventory at risk
in Venezuela.

And the red flags don’t end there. PDVSA is also at the center of an ongoing bribery investigation by the
U.S. Department of Justice.

In October, Florida businessman Fernando Ardila Rueda pleaded guilty to his role in paying bribes to
employees at PDVSA. Rueda is just the latest of 10 individuals who have pleaded guilty in the DOJ’s
investigation, raising questions about doing business with PDVSA without violating the Foreign Corrupt
Practices Act, which prohibits U.S. companies from engaging in corrupt activities in foreign countries.

It’s not illegal for an American company to drill in Venezuela. But why would a small Oklahoma firm want
to do business in Venezuela, when many companies think the best option is to get out?

For weeks the company declined to answer any questions. When a CNBC investigative team showed up in
Oklahoma and started knocking on the doors of Horizontal Well Drillers’ executives and former
executives, the company finally agreed to answer questions via email.

In that statement, the company said it has a deal to drill nearly 200 wells in the Carabobo area of the
Orinoco heavy oil belt, a region that is home to some of the world’s largest oil reserves.
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Horizontal Well Drillers noted, too, that it has a Master Services Agreement in place with oil services
company Halliburton to provide drilling tools and equipment.

Texas-based Halliburton confirmed its participation in this agreement.

Horizontal Well Drillers says it is “uniquely qualified” to take on this project because its drills are “well
suited” for the geologic formations found in Venezuela’s Orinoco oil belt. The company credits its rigs’
large capacity and small footprint for allowing it to drill in difficult-to-reach areas.

Pedro Burelli, a former member of PDVSA’s board who opposes the current Venezuelan government, isn’t
buying it. He said he has never seen a deal like this awarded to a company like Horizontal Well Drilllers.

“I’m not questioning their ability to do small jobs. I’m just questioning their credentials to do large jobs,”
Burelli said. “I’m questioning their financial whereabouts to guarantee the work that they’re doing. And
definitely, I’m questioning their managerial talent to operate in an environment like Venezuela.”

An environment, he says, where equipment theft is rampant and corruption is prolific.

In its statement to CNBC, Horizontal Well Drillers said the company takes compliance with U.S. sanctions
and the Foreign Corrupt Practices Act very seriously.

While the company may be physically equipped to take on this deal, its financial backing raises more
questions. According to a press release from PDVSA, the deal requires the companies to provide the
upfront investment capital for the drilling.

Paperwork filed with the Oklahoma County clerk shows the company has been financed, at least in part, by
Callidus Capital, a Canadian firm that provides “funding solutions to companies that cannot access
traditional lending sources.”

Court filings show Callidus is suing a former employee because that employee “allowed Horizontal to
create a letter on forged Callidus letterhead, purporting to make financial commitments on behalf of
Callidus” to provide to Venezuelan government officials comfort that Horizontal would be able to meet its
financial commitments.

Horizontal Well Drillers told CNBC it did not create a fake letter and that it is not a party to the Canadian
litigation. Callidus and the attorney for the former employee, who is disputing the allegations, declined to
comment on the litigation.

As a private company, Horizontal Well Drillers declined to comment further on its finances. Callidus
declined to clarify whether or not it is still providing capital to the Oklahoma company.

Horizontal Well Drillers’ executives did explain why they attended the lavish signing ceremony in Caracas:
The company said it was required by the Venezuelan government.

Burelli said he’s not surprised. He thinks Maduro used the two executives as props./
MARKETS

.
CNBC TV

L
WATCHLIST

0
MENU

�

1541099

1122

https://www.cnbc.com/2017/11/06/heres-the-real-endgame-for-nicolas-maduro-of-venezuela.html
https://www.cnbc.com/
https://www.cnbc.com/markets/
https://www.cnbc.com/tv/
https://www.cnbc.com/watchlist/
https://www.cnbc.com/


1/1/2021 An Oklahoma oil company's deal in Venezuela raises questions

https://www.cnbc.com/2017/11/10/an-oklahoma-oil-companys-deal-in-venezuela-raises-questions.html 6/9

A photo tweeted by PDVSA shows PDVSA President Nelson Martínez (left), Chevron President for the Americas and Africa Clay Neff, Venezuelan President

Nicolás Maduro and Venezuelan Vice President Tareck El Aissami meeting in Caracas, Venezuela.

Source: PDVSA

“I think Nicolas Maduro is very scared,” Burelli said. “And he’s trying to figure out how to play politically
the pressure that’s coming from the U.S. against him by saying, ‘Look, there’s some Americans here who
actually disagree with the president, who are willing to come and be here and invest in Venezuela.’”

Burelli pointed to another example where he thinks U.S. executives were used for political purposes. In
September, PDVSA tweeted out pictures of a meeting between Chevron executives, Maduro and the vice
president of Venezuela, Tareck El Aissami, who is also on the sanctions list and labeled a drug kingpin by
the U.S. government.

″The face of the vice president for Latin America for Chevron was, you know, baffled. I mean— clearly he
was not expecting this,” Burelli said. “Even the surroundings were not the office of the president. It was
obviously an office in the ministry or a small office in PDVSA. And suddenly the president and the vice
president show up in a humiliating, you know, they’re humiliating the companies that are there.”

All done, he said, so PDVSA could tweet a picture showing the Venezuelan president and vice president
meeting with American oil executives.

Chevron, which has done business in Venezuela since the 1920s, declined to explain the circumstances of
the photo, saying that the meeting did not violate U.S. law.
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Meanwhile, Horizontal Well Drillers told CNBC it planned to ship four rigs to Venezuela and plans to begin
drilling in six to nine months.

Editor’s note: This story has been revised with an updated statement from Horizontal Well Drillers. The company
says it has a Master Services Agreement with Halliburton in which the latter provides drilling tools and
equipment.
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Little-Known Driller Dives Into Perilous
Venezuelan Oil Market
By Tsvetana Paraskova - Aug 13, 2017, 10:00 AM CDT

Two weeks before he held a vote to set up an assembly to re-write the constitution—further undermining democracy—
Venezuelan President Nicolas Maduro hosted the signing of a contract with a small U.S. company for drilling of oil wells in
the country that has the world’s largest proved crude oil reserves.

Maduro welcomed Todd Swanson, the president of Purcell, Oklahoma-based Horizontal Well Drillers, to the presidential
palace on July 15, and signed a non-binding memorandum of understanding (MoU) with the little-known U.S. company to
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explore opportunities and possibly create a joint venture additional wells in the Orinoco Oil Belt.

Last September, PDVSA said that it had awarded US$3.2 billion worth of contracts to drill in the Orinoco Belt. The
contracts, PDVSA said back then, would add 250,000 bpd within 30 months from about 480 wells to be drilled.
Schlumberger, Horizontal Well Drillers, and Venezuela’s Y&V Group won contracts under the tender.

This past July, two weeks before the U.S. froze all of Maduro’s assets under U.S. jurisdiction, Horizontal Well Drillers and
Venezuela’s state-held oil firm PDVSA agreed to look into the opportunities within 90 days from the signing of the initial
agreement, according to Venezuela’s Oil Minister Nelson Martinez. The minister took to Twitter to tout the signing of the
memorandum as “international investors showing confidence in our country and in PDVSA.”  

International investors, however, beg to differ, and are increasingly seeing Venezuela as a very high-risk country
becoming an authoritarian regime amid rampant inflation, dwindling cash reserves, and piling bond obligations and
payments due oil contractors and traders. Despite the fact that it holds the world’s biggest crude oil reserves, Venezuela
is on the brink of default, and its people—who lack even the most basic necessities—have been protesting against
Maduro’s authoritarian plans for months. Clashes left more than 100 people dead in four months.

Related: Oil Futures Point To Higher Oil Prices

The biggest international oilfield services groups booked impairments from their Venezuelan businesses in Q2, and Big
Oil is said to be pulling staff out of the country. A risky endeavor indeed, Horizontal Well Drillers signed a non-binding
MoU to work with PDVSA, which can’t even pay for cleaning tankers or for the oil products that it needs to import because
refineries are working at less than 50 percent capacity.

Commenting for Bloomberg on Horizontal Well Drillers’ venture into this chaos, Barclays energy analyst J. David
Anderson said: “It’s just screaming of country risk…Every company that we witnessed going into Venezuela over the last
10 years has come out bloodied and dragging themselves out by the fingernails. Even the big guys have struggled in
recent years. It is a perilous market, to say the least.”

While Horizontal Well Drillers is gung ho to do business in this perilous market, Repsol has recently pulled all of its foreign
workers from Venezuela, Statoil has pulled out its expatriate staff. Chevron and Total SA have withdrawn some
employees as well, according to Bloomberg.

Related: This $65 Billion Oil Opportunity Will Never Be Tapped

Oilfield services groups took impairments on Venezuelan business in Q2, although none of them specifically named
PDVSA when referring to the impairments—instead, they referred to PDVSA only as a “primary customer in Venezuela”.
Halliburton recognized a pretax charge of US$262 million on a promissory note from “our primary customer in Venezuela”.

Schlumberger recorded US$510 million of pretax charges, stating that “the vast majority of this amount relates to a
financing agreement that Schlumberger entered into with its primary customer in Venezuela.”

Weatherford International modified its revenue recognition from its largest customer in Venezuela, and the impact of this
change on the second quarter reduced revenue and increased operating loss by US$42 million and reduced net income
by US$35 million.

Even the big guys are booking charges on their Venezuelan oil business and with dealing with state firm PDVSA. Small
U.S. firm Horizontal Well Drillers may be diving headfirst into dangerous waters with a lot of undercurrents.
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COMPARTIR:COMPARTIR:

  

Caracas.-Caracas.- On Friday, People’s Minister of Petroleum Nelson
Martínez signed a memorandum of understanding at Miraflores
Palace between the Bolivarian Republic of Venezuela and
Horizontal Well Drillers (HWD Production LLC ) for a joint
project to increase oil production in the Hugo Chávez Orinoco
Oil Belt.

The event was led by President of the Bolivarian Republic of
Venezuela Nicolás Maduro, who said that "Venezuela is
bringing the best technology in the world to investments that in
addition to being very important for production development
enrich the heritage of technological applications with
innovations that have been added to PDVSA”. 

The project’s goal is to drill about 200 new wells in the Orinoco
Oil Belt to increase production by 150,000 barrels in three years.
"We jointly decided to review the options and expand the scope
of this potential alliance between HWD and PDVSA, so that we
can work within the next 90 days on a joint work plan, identifying

opportunities, investment levels and the creation of a joint
venture in that time", said Minister Martinez.

"This is an indication that beyond our borders there are many
people interested in the potential of Venezuela and as we
implement projects like this, we’ll add investments to our
country”, said the minister of petroleum.

The event was also attended by the President of PDVSA Eulogio
Del Pino, Vice Minister of Gas Douglas Sosa, and Vice Minister
of Hydrocarbons Ángel González.

HWD Production is a US drilling company that specializes in the
provision of comprehensive drilling and horizontal well
construction services.

Todd Swanson, president of HWD Production, was pleased with
this partnership.
"Venezuela offers immense opportunities," he said.

ACCESOS RÁPIDOSACCESOS RÁPIDOS
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A.S.A.P. Reporting Services Inc. 
(613) 564-2727 (416) 861-8720

--- Upon commencing on July 2019 1 

MR. REESE:  Good morning everyone, 2 

IPll get started.  Ladies and gentlemen welcome to 3 

the Annual Special Meeting of ShareholderPs of 4 

Callidus Capital Corporation.  My name is David 5 

Reese, IPm the President and Chief Operating 6 

Officer of Callidus and I will have this chair for 7 

this meeting.  Joining me on the head table at the 8 

far end is Dan Nohdomi, our Chief Financial 9 

Officer.  Jim Riley, Secretary and Director of 10 

Callidus.  And wePve got our Corporate -- Sorry, 11 

wePve got John Ho in the front here who is our 12 

Corporate Controller.  Jim Riley will act as 13 

secretary for the meeting.  We also have John Levin 14 

who acts as our general counsel on the head table. 15 

 Brian and IPd like to also welcome, introduce, the 16 

directors, Tibor Donath, David Sutin, Brad Ashley, 17 

Newton Glassman, Chairman of the company whoPd 18 

normally chair this meeting, but unfortunately for 19 

personal health reasons hePs not available today.  20 

With the consent of the meeting I hereby appoint 21 

Computershare Investors Services Inc., the 22 

CorporationPs registrar and transfer agent by itPs 23 

representatives Paul Allen and Daniela Munoz to act 24 

as scrutineer of the meeting.  On June 10th, 2019 25 

1641109

1132



2 
 

 
 
 
  
      A.S.A.P. Reporting Services Inc. 
(613) 564-2727 (416) 861-8720 

the notice calling this meeting and the accompanied 1 

documentation, including information served there 2 

in the proxy was mailed to shareholders.  The 3 

declarations as to such mailings are available for 4 

inspection by any shareholder. I therefore will 5 

dispense with calling for a reading of the notice 6 

and ask the secretary to append the declarations of 7 

the schedule to the minutes of the meeting.  Would 8 

the secretary please record whether quorum was 9 

present for the meeting to transact business. 10 

MR. RILEY:  The quorum for the 11 

transaction [Indiscernible] meeting of shareholders 12 

called for the present purposes [Indiscernible] the 13 

issue here is entitled to vote at meeting of 14 

shareholders who either present in person or 15 

represented by proxy.  I have received the 16 

scrutineers preliminary report on attendance and 17 

based on such report confirm that a quorum of 18 

shareholders of Callidus is present. 19 

MR. REESE:  Thanks Jim.  Proper 20 

notice of meeting having been given and a quorum of 21 

shareholders being present I declare that this 22 

Annual and Special Meeting of ShareholderPs of 23 

Callidus is duly constituted to the transaction of 24 

business.  In order to expedite matters IPve 25 
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arranged for Dan Nohdomi, Chief Financial Officer 1 

of Callidus or John Ho, Vice President or Corporate 2 

Controller of Callidus to move and second motions 3 

where appropriate.  We will proceed to conduct the 4 

motions partially by a show of hands and partially 5 

by ballot.  The items of business to be considered 6 

at this meeting have been set out in the Management 7 

Information Circular of Callidus dated May 31st, 8 

2019, and previously distributed to the 9 

shareholders.  The first item of business is to 10 

receive the auditors consolidated financial 11 

statements of the Corporation for the year ended 12 

December 31st, 2018, and the report of the audited 13 

on.  Copies of these documents were included in the 14 

CorporationPs Annual Report which has been mailed 15 

to those shareholders requesting copies.  16 

Additional copies of these materials can be 17 

obtained at the desk located outside the entrance 18 

of this room.  The financial statements and the 19 

auditorPs report there on are hereby tabled for 20 

purposes of this meeting and no further action is 21 

required.  Dan Nohdomi, the CorporationPs Chief 22 

Financial Officer, will answer any questions 23 

related to the financial statements at the 24 

conclusion of the formal part of this meeting.  The 25 
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second item of business is -- to be decided at this 1 

meeting is the election of the directors.  There 2 

are five directors to be elected.  I will now ask 3 

Dan Nohdomi to nominate those persons whose names 4 

appear as nominee directors in the Annual 5 

Information Circular dated May 31st, 2019. 6 

MR. NOHDOMI:  I nominate Newton 7 

Glassman, Jim Riley, Tibor Donath, David Sutin and 8 

Bradley W. Ashely as directors of Callidus to hold 9 

office until the next Annual Meeting of 10 

ShareholderPs of Callidus, or until their 11 

successors are elected or appointed in accordance 12 

with applicable law and Corporations by-laws. 13 

MR. HO:  I second the motion. 14 

MR. REESE:  Thank you.  On May 15 

12th, 2015 shareholders approved the minutes of the 16 

CorporationPs by-laws to included advanced measure 17 

for business requiring advanced notice of 18 

nominations of person for election before to be 19 

provided to the Corporation in certain 20 

circumstances.  The Corporation did not receive 21 

notice of any director nominations in connection 22 

with this meeting within the time periods 23 

prescribed by the CorporationPs by-laws.  24 

Accordingly, the only persons eligible to be 25 
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nominated for election to the board are the 1 

nominees named in the Management Information 2 

Circular.  Since there can be no further 3 

nominations, I declare that nominations are closed. 4 

 I shall now instruct the scrutineer to distribute 5 

ballots, and the secretary to give instructions in 6 

the use of the ballots. 7 

MR. RILEY:  The scrutineer will 8 

now distribute the ballots.  To complete your 9 

ballot mark it X in the box opposite the word OforP 10 

if you are in favour of the motion.  If you wish to 11 

withhold your vote mark an X in the box opposite 12 

the word OwithholdP.  Then sign your name, if you 13 

are proxy vote indicate the name of the shareholder 14 

approving youPre a proxy and confirm the number of 15 

voting shares you or ballot represent. 16 

MR. REESE:  Will the scrutineer 17 

please collect the ballots and report to me as soon 18 

as possible.  And while we are waiting for the 19 

scrutineer to report we will continue with the 20 

other business of the meeting.  The third item of 21 

business to be considered at this meeting is the 22 

reappointment of KPMG LLP as auditors of the 23 

corporation for the ensuing year.  An authorization 24 

for the directors depicts the remuneration of the 25 
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auditors.  We will proceed by show of hands unless 1 

a shareholder demands a ballot.  I now ask for a 2 

motion for approval of this [Indiscernible]. 3 

MR. NOHDOMI:  I hereby move for 4 

the approval by the shareholders of the 5 

reappointment of KPMG LLP as auditors of the 6 

Corporation for the ensuing year, and authorization 7 

for the directors to fix the renumeration of the 8 

auditors. 9 

MR. REESE:  May I have a seconder? 10 

MR. HO:  I second the motion. 11 

MR. REESE:  Is there any 12 

discussion on the motion?  Thank you.  I now put 13 

the motion to the shareholderPs of Callidus and a 14 

affirmed vote from the majority votes passed at 15 

this meeting is sufficient to appoint the auditors. 16 

 Will all those in favour please signify your 17 

approval by raising your hands.  Contrary, if any? 18 

 Thank you.  I declare the motion carried.  Mutual 19 

consent appoint.  The next item of business to be 20 

considered at this meeting is the passing of 21 

resolution to approve the renewal of the incentive 22 

plan at Callidus.  Such incentive plan is described 23 

in the Management Informational Circular and 24 

attached as appendix B thereto.  The incentive plan 25 
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is previously approved by shareholders in May 2016, 1 

and no modifications are proposed.  The 2 

shareholders are being asked to pass the resolution 3 

in the form of resolution set out on page 37 of the 4 

Management Information Circular approving the 5 

proposed renewal of the incentive plan.  I now ask 6 

for a motion for approval of this resolution. 7 

MR. NOHDOMI:  I hereby move for 8 

the approval of a resolution in a form set out on 9 

page 37 of the Management Information Circular 10 

regarding the proposed renewal of the incentive 11 

plan. 12 

MR. REESE:  May I have seconder? 13 

MR. HO:  I second the motion. 14 

MR. REESE:  Is there any 15 

discussion on the motion?  I now put the motion to 16 

shareholderPs of Callidus.  The scrutineer shall 17 

distribute ballots and the secretary will give 18 

instructions regarding the use of the ballots. 19 

MR. RILEY:  Mr. Scrutineer could 20 

you please distribute the ballots.  To complete 21 

your ballots mark an X in the box opposite the word 22 

OforP if you are in favour of the motion.  If you23 

wish to vote against the motion mark an X in the 24 

box opposite the word OagainstP.  Then sign your 25 
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name.  If you are a proxy voter can you give the 1 

name of the shareholder to who you are a proxy and 2 

confirm the number of voting shares you or your 3 

ballot represent. 4 

MR. REESE:  Thanks Jim.  Will the 5 

scrutineer please collect the ballots and report to 6 

me as soon as possible?  While wePre waiting for 7 

the scrutineer to report we will continue with the 8 

other business of the meeting.  The next item of 9 

business to be considered at this meeting is the 10 

passing of a resolution to approve the sale of all 11 

of CallidusP shares of Bluberi Gaming Canada Inc., 12 

and debt owing by Bluberi to Callidus and upholding 13 

all subsidiary to certain investment funds managed 14 

by the Callidus Group Inc. [Indiscernible] to any 15 

person controlled by, controlling, or under common 16 

control with such funds.  Further details regarding 17 

the Bluberi transaction, excuse me, are set out in 18 

the Management Information Circular.  The 19 

shareholders are being asked to pass a resolution 20 

in the form the resolution set out on page 53 of 21 

the Management Information Circular.  For the 22 

purposes of multilateral instrument 61-101 23 

Protection of Minority Security Voters and Special 24 

Transactions as more particularly described on page 25 
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53 and 54 of the Management Information Circular, 1 

the Bluberi transaction constitutes related party 2 

transaction and as a consequence Callidus is 3 

required to obtain minority approval.  In 4 

determining whether minority approval for the 5 

Bluberi transaction has been obtained the 6 

Corporation is required to exclude the votes passed 7 

by persons described in items A through D of 8 

section 8.12 of MI 61-101.  Callidus has determined 9 

after reasonable inquiry that the excluded votes 10 

are those votes attaching to an aggregate of 11 

approximately 73.19% of the issued and outstanding 12 

shares as of May 31st, 2019, as more particularly 13 

describe on page 54 of the Management Information 14 

Circular.  In order to determine whether the 15 

Bluberi transaction does receive minority approval 16 

the scrutineer has assumed that all shares attached 17 

to the excluded votes were voted in favour of the 18 

resolution by a proxy and has deducted the 19 

aggregate number of excluded votes from the proxy 20 

results.  I will now ask for a motion for approval 21 

of this resolution. 22 

MR. NOHDOMI:  I hereby move for 23 

the approval of resolution in the form set out on 24 

page 53 of the Management Information Circular to 25 

1721117

1140



10 

A.S.A.P. Reporting Services Inc. 
(613) 564-2727 (416) 861-8720

approve the Bluberi transaction and empower the 1 

directors of Callidus to, in their discretion, 2 

proceed or not proceed in full or in part with the 3 

Bluberi transaction. 4 

MR. REESE:  May I have a seconder? 5 

MR. HO:  I second the motion. 6 

MR. REESE:  Thank you.  Is there 7 

any discussion on the motion? 8 

UNIDENTIFIED SPEAKER:  Question, 9 

how much is the Bluberi debt, approximately? 10 

MR. REESE:  ItPs approximately 20 11 

million dollars and itPs in the form of the 12 

Callidus Loan Obligation. 13 

UNIDENTIFIED SPEAKER:  20 million 14 

Canadian? 15 

MR. REESE:  Correct. 16 

UNIDENTIFIED SPEAKER:  And has any 17 

loan loss provision been taken against any of that? 18 

MR. REESE:  IPd have to double 19 

check that and think about where our disclosure is 20 

on that.  So, let me -- IPll check that after the 21 

meeting and come back to it. 22 

UNIDENTIFIED SPEAKER:  Presumably 23 

if there was a loan loss provision taken there 24 

would be a recovery on closing. 25 
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MR. REESE:  It would depend on how 1 

much of a loan loss provision was taken relative to 2 

the fair value as it was determined by BDO. 3 

UNIDENTIFIED SPEAKER:  Fair 4 

enough. 5 

MR. REESE:  But let me come back 6 

to you with that answer.  Anything else? 7 

UNIDENTIFIED SPEAKER:  Yes, who is 8 

the partner at BDO who was primarily responsible... 9 

MR. REESE:  Do we know who 10 

[Indiscernible] 11 

UNIDENTIFIED SPEAKER:  Paul Gill. 12 

MR. REESE:  ItPs Paul Gill.  Paul 13 

Gill. 14 

UNIDENTIFIED SPEAKER:  Thank you. 15 

MR. REESE:  YouPre welcome.  Any 16 

other questions?  Thanks.  I now put the motion to 17 

the shareholderPs of Callidus.  The scrutineers 18 

shall distribute ballots, the secretary will give 19 

instructions regarding the use of the ballots. 20 

MR. RILEY:  Mr. Scrutineer please 21 

distribute the ballots.  To complete your ballots 22 

mark an X in the box opposite the word OforP if you 23 

are in favour of the motion.  If you wish to vote 24 

against the motion mark an X in the box opposite 25 
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the word OagainstP.  Then sign your name, and if 1 

you are a proxy holder indicate the name of the 2 

shareholder for whom you are a proxy and confirm 3 

the number of voting shares you or your ballot 4 

represent. 5 

MR. REESE:  Will the scrutineer 6 

please collect the ballots and report to me as soon 7 

as possible.  The meeting will recess briefly while 8 

the ballots are being counted. 9 

RECESS 10 

UPON RESUMING 11 

MR. REESE:  I have now received 12 

the scrutineerPs report.  I declare the following 13 

persons to have been duly elected as directors of 14 

the Corporation, Newton Glassman, Jim Riley, Tibor 15 

Donath, David Sutin, and Bradley W. Ashley.  I 16 

declare the motion to approve the resolution in the 17 

form set out on page 37 of the Management 18 

Information Circular regarding the proposed renewal 19 

of the incentive plan, carried.  I declare the 20 

motion to approve the resolution of form set out on 21 

page 53 of the Management Information Circular to 22 

approve the Bluberi transaction, carried.  I now 23 

call for a motion of the conclusion of the formal 24 

business of this meeting.  We will then provide an 25 
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opportunity for questions and answers. 1 

MR. NOHDOMI:  I hereby move for 2 

the conclusion of the business of this meeting. 3 

MR. REESE:  May I have a seconder? 4 

MR. HO:  I second the motion. 5 

MR. REESE:  Thank you.  I now put 6 

the motion to the shareholders of Callidus, would 7 

all those in favour please signify your approval by 8 

raising your hands.  Contrary, if any?  I declare 9 

the motion carried, and the business of the meeting 10 

of shareholderPs of Callidus concluded.  Thank you 11 

for attending todayPs meeting, and we are available 12 

to have a brief question and answer session and 13 

will be looking the number on the Bluberi 14 

impairment.  So, IPll get that.  So, the answer to 15 

the question about the Bluberi impairment itPs in 16 

our MDNA for the year on page 14.  We did take an 17 

impairment against the goodwill of Bluberi of 24.5 18 

million at the end of 2018.  So, 24.5. 19 

UNIDENTIFIED SPEAKER:  24.5. 20 

MR. REESE:  Yeah. 21 

UNIDENTIFIED SPEAKER:  So, how 22 

much will constitute recovery then if the deal 23 

closes as proposed? 24 

MR. REESE:  IPd have to do the 25 
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math, itPd be very minor, if any.  Because it was 1 

carried -- Basically the valuation was pretty close 2 

to matching the valuation that we were using to 3 

carry Bluberi on our books. 4 

UNIDENTIFIED SPEAKER:  And that 5 

impairment was as of December 31, 18? 6 

MR. REESE:  Correct.  Correct. 7 

UNIDENTIFIED SPEAKER:  Why would 8 

that impairment have been taken at that time in 9 

view of the transaction on the table now? 10 

MR. REESE:  They didnPt have this 11 

transaction on the table, and the two things would 12 

be independent.  The valuationPs going to be the 13 

valuation.  We go through that process with a 14 

external valuation firm with our own auditors, the 15 

audit committee, etcetera.  So, that was the value 16 

that was determined at that time. 17 

UNIDENTIFIED SPEAKER:  That was 18 

only six-months ago, I mean, itPs a... 19 

MR. REESE:  Correct. 20 

UNIDENTIFIED SPEAKER:  TherePs a 21 

real inconsistency there on itPs face.  I think 22 

that shouldPve been disclosed. 23 

MR. REESE:  The carry value of 24 

Bluberi and impairment is disclosed, itPs in our 25 
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MDNA at year-end and itPs also in our financial 1 

statements.  So, itPs not -- itPs not that itPs not 2 

disclosed.  ItPs there. 3 

UNIDENTIFIED SPEAKER:  But the 4 

point I asked you, recovery, if any, is not 5 

disclosed. 6 

MR. REESE:  IPd have to go through 7 

and do the math but itPs pretty, my recollection, 8 

and IPll look into the exact number, is itPs very 9 

close to our carry value of the asset in terms of 10 

the transfer value.  Are there any other questions? 11 

 Yeah? 12 

UNDENTIFIED SPEAKER:  And I wonder 13 

if somebody else has a question, I have another 14 

question... 15 

MR. REESE:  Okay. 16 

UNIDENTIFIED SPEAKER:  I note that 17 

Newton has attended I think eight of nine board 18 

meetings, IPm aware of the fact hePs on medical 19 

leave, when is it expected that hePs going to 20 

return?  Obviously, hePs functioning at some level 21 

if hePs attended eight or nine, nine or ten, 22 

whatever the number was, board meetings. 23 

MR. REESE:  HePs continuing his 24 

recovery and he is still functioning as chair of 25 
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the credit committee.  And we do see him on a 1 

fairly regular basis, but his prime focus is making 2 

sure that hePs recovering from his surgeries. 3 

UNIDENTIFIED SPEAKER:  When you 4 

say seeing him, does that mean he comes in the 5 

office? 6 

MR. REESE:  He does come into the 7 

office. 8 

UNIDENTIFIED SPEAKER:  How 9 

frequently? 10 

MR. REESE:  It depends on how many 11 

procedures hePs having and his other commitments.  12 

But he does phone in for the meetings that we need 13 

him at, he does respond to emails.  So, he is 14 

functioning as chair of the credit committee and 15 

his other duties. 16 

UNIDENTIFIED SPEAKER:  Is there 17 

currently any estimate as to when the medical leave 18 

will end? 19 

MR. REESE:  No.  No.  I donPt know 20 

the answer to that, we donPt have a firm date.  Oh, 21 

sorry. 22 

UNIDENTIFIED SPEAKER:  I was 23 

wondering if you could address the issue of your 24 

suspension of the quarterly conference calls.  Some 25 
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other companies of your size that donPt have 1 

[Indiscernible] annuals [Indiscernible] they still 2 

continue to have the calls.  Have you talked about 3 

your decision to suspend them? 4 

MR. REESE:  Our decision actually 5 

was specifically paged to the fact we didnPt have 6 

equity coverage.  But if it is something that the 7 

shareholders would like to see wePll definitely 8 

consider reconstituting them. 9 

UNIDENTIFIED SPEAKER:  I think 10 

given the lack of information from the company itPs 11 

really [Indiscernible] source that we require. 12 

[Indiscernible] 13 

MR. REESE:  Okay, wePll definitely 14 

reconsider that, thank you. 15 

UNIDENTIFIED SPEAKER:  I would 16 

second the point. 17 

MR. REESE:  Understand.  I know 18 

wePve also had some issues, just on that topic, I 19 

think, folks have reached out through our investor 20 

relations, and so wePre trying to make sure that we 21 

respond to those in more a timely fashion.  I think 22 

therePs been some times were a couple things have 23 

slipped through the cracks, so IPll just -- If 24 

people want to get a hold of me if therePs a 25 
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question, or any of the management team, feel free 1 

to give us a shout directly or email, so IPll try 2 

and get back to you in a timely fashion.  Yes? 3 

UNIDENTIFIED SPEAKER:  What is the 4 

status of the NCIB? 5 

MR. REESE:  The NCIB, given that 6 

wePre still in the privatization discussions we can 7 

do an NCIB.  So... 8 

UNIDENTIFIED SPEAKER:  But that 9 

black-out period has been months and months and 10 

months, it been probably a year now. 11 

MR. REESE:  Yeah, I would think 12 

youPre right at that. 13 

UNIDENTIFIED SPEAKER:  Probably 14 

over a year now. 15 

MR. REESE:  I think it is over a 16 

year.  And wePre just not allowed, under the rules, 17 

to... 18 

UNIDENTIFIED SPEAKER:  IPm well 19 

aware of the rules... 20 

MR. REESE:  Yeah. 21 

UNIDENTIFIED SPEAKER:  ...but I 22 

mean... 23 

MR. REESE:  Yeah, itPs been a very 24 

long time. 25 
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UNIDENTIFIED SPEAKER:  ...thatPs 1 

inordinately long black-out period in terms of 2 

whatPs customary. 3 

MR. REESE:  I agree.  Any other 4 

questions?  Yeah? 5 

UNIDENTIFIED SPEAKER:  Could you 6 

just give us a little colour on how the business is 7 

going?  We really havenPt had much insight so to 8 

speak. 9 

MR. REESE:  Our business we 10 

continue to focus on trying to rejuvenate and 11 

monetize the owned assets we have, and as we saw we 12 

were successful in selling the vast majority of our 13 

position in C&C, C&C lumber [Indiscernible], we 14 

sold the commodity lumber business.  And so, wePre 15 

working with the -- because we still have six owned 16 

subsidiaries, five now I guess since Bluberi just 17 

left.  But we will work to monetize those assets.  18 

And wePre progressing specifically with a couple.  19 

So, wePll see how those goes, how the market 20 

accepts those assets.  And thatPs a -- And a number 21 

of those are longer term, like just as an example 22 

the C&C [Indiscernible] business was a fairly new 23 

business, so theyPd been ramping up their capex, 24 

refurbishing the plans for the [Indiscernible] 25 
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product.  WePre making, by all accounts, good 1 

progress, but itPs still too early to tell if, you 2 

know, were thatPll be.  My guess for that would be 3 

likely a 2020 found realization plus something 4 

dramatically change. 5 

UNIDENTIFIED SPEAKER:  Beyond 6 

those existing five businesses we talking about 7 

hearing new loans? 8 

MR. REESE:  Sure, on the new loans 9 

side wePre continuing to look for new loans.  WePve 10 

seen compression in terms of revenue and what I 11 

mean by that is in the market generally.  So, a 12 

loan that, IPll make this up by example, say four 13 

or five years ago we wouldPve seen an 18 or 20%, 14 

that same loan, a typical loan like that would now 15 

be in the anywhere from 10 to 14%.  So, therePs 16 

loss of liquidity chasing these assets right now.  17 

So, wePve got a committed capital from fund five.  18 

So, we brought growth capital if we see an 19 

appropriate transaction.  And we are having trouble 20 

finding deals at a level that we think matches the 21 

risk.  So, itPs been much slower than we wouldPve 22 

liked.  Yes? 23 

UNIDENTIFIED SPEAKER:  WhatPs the 24 

range of deals that youPre prepared to look at? 25 
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MR. REESE:  In terms of 1 

[Indiscernible] size? 2 

UNIDENTIFIED SPEAKER:  Yeah. 3 

MR. REESE:  Yeah.  Typically, 4 

wePre looking at smaller now, because we want to 5 

rebuild a diversified portfolio.  So, I would say 6 

our target range is probably typically 15 to 25 to 7 

35.  If we saw a deal that we really liked that had 8 

good asset coverage that was larger IPm sure we 9 

would consider it, depending on all the -- all the 10 

factors listed, etcetera.  But if -- To answer the 11 

question more generically, if you were to ask me, 12 

what would I like to see in our portfolio as we 13 

rebuild the portfolio, I would like to see a 14 

diversified portfolio of loans in that 15 to 25 15 

million dollar range.  Just, like, that just seems 16 

to be a good spot. 17 

UNIDENTIFIED SPEAKER:  How many 18 

loans are on the books right now? 19 

MR. REESE:  WePve got six -- So, 20 

five, I believe we have nine loans right now. 21 

UNIDENTIFIED SPEAKER:  All 22 

performing? 23 

MR. REESE:  Most of our loans -- 24 

Actually all of our loans are on the -- we have 25 
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watch list. 1 

UNIDENTIFIED SPEAKER:  All nine? 2 

MR. REESE:  Yes.  So, I want to 3 

verify that number but itPs in that range. 4 

UNIDENTIFIED SPEAKER:  WhatPs the 5 

aggregate amount? 6 

MR. REESE:  The aggregate amount 7 

of the loans is probably around 200 million 8 

dollars. 9 

UNIDENTIFIED SPEAKER:  Canadian 10 

again? 11 

MR. REESE:  All Canadian 12 

[Indiscernible]. 13 

UNDIENTIFIED SPEAKER:  Canadian? 14 

MR. REESE:  Yes. 15 

UNIDENTIFIED SPEAKER:  In terms of 16 

new business, I assume that youPre looking both in 17 

United States as well as Canada? 18 

MR. REESE:  Correct.  Yeah.  We 19 

have an originator in the States on the southwest 20 

coast of the States.  And we have one of our 21 

Canadian originators who spends a lot of time in 22 

the U.S., and we have a Canadian originator as 23 

well. 24 

UNIDENTIFIED SPEAKER:  What about 25 
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any other countries or continents? 1 

MR. REESE:  We do, from time to 2 

time, see -- like wePll find a client, just as an 3 

example, either in Canada or the U.S. that might 4 

have a plant outside of Canada and the U.S. and we 5 

will look at those deals from time to time.  And we 6 

have done them in the past. 7 

UNIDENTIFIED SPEAKER:  So, do we 8 

[Indiscernible] have nine loans outstanding, have 9 

you [Indiscernible] your capacity, or brought in 10 

costs proportionate to that, or? 11 

MR. REESE:  Yeah, we have our -- 12 

Our head count has probably come down in around 13 

numbers by about seven, wePre probably around just 14 

under 30 or around 30, and ballpark wePre down 15 

about seven people, and wePll continue to look at 16 

cutting costs.  Yes? 17 

UNIDENTIFIED SPEAKER:  In past 18 

youPve said that loans that go into work-out 19 

generally will eventually come out of work-out and 20 

youPll recover all costs and, you know, be whole, 21 

versus had the loan just gone to maturity and been 22 

repaid.  You have five businesses on your books, 23 

how is the fixing up of those businesses going, and 24 

do you think youPll be successful recovering all 25 
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costs?  Or should we expect... 1 

MR. REESE:  I think just using the 2 

two that we recently transacted on, being C&C and 3 

Bluberi, both of them, through the course of their 4 

life, have had some impairments.  One the C&C side 5 

we sold that position, basically, at within a few 6 

million dollars of our costs.  And the same would 7 

be true -- Sorry, let me more clear, when I say 8 

costs IPm taking about our current net carry value. 9 

 And so, the same would be true of Bluberi, again, 10 

it would be within millions of dollars of our carry 11 

value.  So, what we have seen is wePve seen 12 

companies that, unfortunately, have not -- wePve 13 

not been able to rebuild them, and we may well end 14 

up selling some companies at a loss.  So, we may 15 

not be able to recover all of our original 16 

investment in a company.  Our goal is to obviously 17 

try and do that and in the case of owned-entities 18 

try to exceed that, but that isnPt always possible. 19 

UNIDENTIFIED SPEAKER:  And thatPs 20 

common as referable to the five, or the owned 21 

subsidiaries? 22 

MR. REESE:  Correct.  Correct.  23 

And as loan, we can only ever recover our maximum 24 

loan amount.  We do have one ending, which is not 25 
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publicly disclosed, which is -- and this is loan, 1 

that is looking at -- they should -- the owners of 2 

that company are looking at selling it and the 3 

companyPs been preforming reasonable well.  And if 4 

they sell it at the levels they think, we could 5 

recover all the money in that instance, so.  And we 6 

did have a repayment, I would think, where we were 7 

19, so last year, the repayment we had on -- yeah, 8 

so we have had a loan repaid in full.  So, which is 9 

good, obviously.  Yes? 10 

UNIDENTIFIED SPEAKER:  So, whatPs 11 

likely going forward is additional loan write-12 

downs? 13 

MR. REESE:  Yeah, I would 14 

anticipate with our portfolio we have that we would 15 

see some loan loss provisions, we always trying to 16 

trim those and reduce them where we can, and where 17 

it makes sense.  But I think that we still have 18 

some problems in our portfolio that will likely 19 

lead to some loan loss provisions. 20 

UNIDENTIFIED SPEAKER:  And this 21 

will make it difficult to keep your book value 22 

above zero? 23 

MR. REESE:  We do have, if you 24 

recall, that we put a feature in the liquidity 25 
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support from the Catalyst funds in March, where we 1 

have a conversion feature where if our book value 2 

falls below 20 we can -- 20 million, we can convert 3 

part of the bridge loan to pref. shares.  So, wePll 4 

have a positive book value.  Yes? 5 

UNIDENTIFIED SPEAKER:  How long 6 

ago was the closing of the last loan that you 7 

completed? 8 

MR. REESE:  It was probably right 9 

around a year ago.  I think it was probably 10 

actually July -- I think it was July 15th of last 11 

year. 12 

UNIDENTIFIED SPEAKER:  In the past 13 

therePs been extensive discussion about a so-called 14 

pipeline in... 15 

MR. REESE:  Our pipeline is much 16 

reduced, much reduced from where it was.  And I 17 

think a lot of that ties to the transactions that 18 

wePre looking at, the dollar size, where our own 19 

rate hurdles are in terms of where we think risk 20 

is.  And also, clearly our name has been -- itPs 21 

harder for our originators to find deals given the 22 

recent performance of the company. 23 

UNIDENTIFIED SPEAKER:  Is that 24 

referable to the litigation specifically? 25 

1891134

1157



27 
 

 
 
 
  
      A.S.A.P. Reporting Services Inc. 
(613) 564-2727 (416) 861-8720 

MR. REESE:  No, not specifically 1 

itPs -- we have not performed well over the last 2 

couple of years, and so as a prospective lender if 3 

youPre looking across the board of potential 4 

companies that you could borrow money from, you 5 

know, itPs more challenging for us.  And so, thatPs 6 

one of the things that we look at and if it does 7 

become semi-problematic, wePll just make up a 8 

broken sample.  If we think our risk is at 12% 9 

where, I guess, a big market risk.  If other, say a 10 

couple [Indiscernible] are there at 12% it may be 11 

harder for us to actually win that business, so we 12 

may well have to redo this.  We may look and say is 13 

that a deal we really want to do, do we want to, 14 

you know, how can we win that, therePs a variety of 15 

ways in addition to just price, because look at 16 

term, structure, price, etcetera to try and win a 17 

transaction.  But we want to make sure that wePre 18 

matching the perceived risk with our return so that 19 

we can rebuild the portfolio in a diversified 20 

performing portfolio. 21 

UNIDENTIFIED SPEAKER:  So, youPre 22 

finding youPre losing the so called beauty contest 23 

then? 24 

MR. REESE:  Yeah, and thatPs not -25 
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- no different than when we were doing very well, 1 

we lose it from time to time, I just think thatPs, 2 

my own personal view is that itPs tougher now for 3 

us than it was, say, four years ago. 4 

UNIDENTIFIED SPEAKER:  And do you 5 

expect that -- anything to change positively in the 6 

future? 7 

MR. REESE:  Yeah, I think... 8 

UNIDENTIFIED SPEAKER:  9 

[Indiscernible]. 10 

MR. REESE:  Yeah, I think to 11 

actually do transactions inventive, you know, itPs 12 

a positive momentum, and I think that the advisors 13 

that we use to source transactions, if they see us 14 

in the market doing transactions then theyPre more 15 

likely to show us more deals.  Yes? 16 

UNIDENTIFIED SPEAKER:  There was 17 

one solicited offer from one of your minority 18 

shareholders in Q4.  Can you give us an update on 19 

[Indiscernible]? 20 

MR. REESE:  That is continued and 21 

as you likely know, if that were to stop, wePd have 22 

to publicly announce that discussions have stopped 23 

and then wePd be out of a black-out.  And those are 24 

continued, and I donPt think I can say I whole lot 25 
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more then that. 1 

UNIDENTIFIED SPEAKER:  And in 2 

absence of the black-out period, would you commence 3 

the NCIB? 4 

MR. REESE:  ItPs be up to the 5 

board, I donPt -- we havenPt asked that question 6 

any time recently, so I donPt have an answer. 7 

UNIDENTIFIED SPEAKER:  Is there 8 

any restrictions that would prevent you from doing 9 

something? 10 

MR. REESE:  IPd have to look into 11 

it, not that IPm aware of on the surface. 12 

UNIDENTIFIED SPEAKER:  How long is 13 

the current NCIB good for before renewal? 14 

MR. REESE:  Typically, they run a 15 

year, and I honestly canPt recall the last time we 16 

renewed.  I know we renewed it, but I donPt -- is 17 

it a date that -- pardon? 18 

UNIDENTIFIED SPEAKER:  ItPs 19 

expired. 20 

MR. REESE:  Oh, pardon me... 21 

UNIDENTIFIED SPEAKER:  We donPt 22 

have [Indiscernible] itPs expired. 23 

UNIDENTIFIED SPEAKER:  When? 24 

UNIDENTIFIED SPEAKER:  May I 25 
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believe. 1 

MR. REESE:  IPm sorry, so I 2 

misspoke, so the NCIB did expire, thanks John. 3 

UNIDENTIFIED SPEAKER:  Is that -- 4 

Is there an intention to renew it? 5 

MR. REESE:  If wePre out of a 6 

privatization discussion we would likely be one of 7 

the options that we would -- one of the 8 

alternatives that we would consider.  I want to say 9 

that [Indiscernible] consider. 10 

UNIDENTIFIED SPEAKER:  I donPt 11 

want to monopolize but IPve got another question. 12 

MR. REESE:  Sure. 13 

UNIDENTIFIED SPEAKER:  Has any 14 

update on the Venezuelan situation given the size 15 

of the lose that was taken on that... 16 

MR. REESE:  We have -- I will say 17 

this IPm fairly sure that we just talked about a 18 

private South American country, so IPll stay with 19 

that phraseology, and we have no update, we have 20 

taken significant provisions against that potential 21 

and I donPt know whatPs going to happen.  WePre 22 

maintaining the optionality of the contract, but 23 

itPs tough to figure out what might happen there. 24 

UNIDENTIFIED SPEAKER:  My 25 
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understanding is all the equipment was moved to the 1 

United States, is that true? 2 

MR. REESE:  The equipment never 3 

left, so there was -- the equipment that was slated 4 

to go to South America never left, so it was always 5 

in the States, just to be clear.  And just on that 6 

topic we werenPt going to move equipment unless we 7 

had extradition insurance and A/R insurance and a 8 

whole bunch of... 9 

UNIDENTIFIED SPEAKER:  So, if the 10 

equipment never moved those contracts must not have 11 

commenced operational, I mean, they might have been 12 

contractually... 13 

MR. REESE:  Yeah, thatPs correct. 14 

UNIDENTIFIED SPEAKER:  But 15 

operationally there was zero operation. 16 

MR. REESE:  ThatPs correct, yeah. 17 

The contracts were signed on the -- which is not 18 

uncommon... 19 

UNIDENTIFIED SPEAKER:  20 

[Indiscernible] 21 

MR. REESE:  We never -- the 22 

[Indiscernible] never made it.  Any other 23 

questions?  If there are no other question, thank 24 

you so much for the attention.  Please join us for 25 
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refreshments and IPm happy to answer other 1 

questions.  Thank you 2 

--- Whereupon the proceedings adjourned.3 
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Guilty Plea Entered in PdVSA
Corruption Investigation
Joint venture’s former head of procurement
was accused of conspiring to launder
millions in bribe payments through the U.S.
By Updated Aug. 20, 2020 10:39 am ET

The U.S. has been investigating alleged bribery at Venezuelan state-owned energy

company PdVSA. At least 27 people have been charged in related cases and most

have pleaded guilty, according to the U.S. Justice Department.

Photo: Carlos Becerra/Bloomberg News
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A former procurement officer at a Petróleos de Venezuela
SA subsidiary has pleaded guilty to an alleged role in a
bribery scheme and a former Citgo manager has been
indicted on money-laundering charges in the latest
developments in a sprawling U.S. probe into alleged
corruption at Venezuela’s state-owned energy company.

Lennys Rangel, previously head of procurement at
Petrocedeno SA, a PdVSA joint venture with two European
oil companies, was accused of conspiring to launder
millions in bribe payments through the U.S., including by
purchasing a condominium in Miami, according to a
complaint filed by prosecutors in the U.S. District Court for
the Southern District of Florida.

Ms. Rangel pleaded guilty to a count of conspiracy to
commit an offense against the U.S., according to a plea
agreement filed last week.

Felipe Jaramillo, a lawyer who represents Ms. Rangel,
declined to comment. Efforts to reach PdVSA for comment
weren’t successful.

WSJ Newsletter

Notes on the News

The news of the week in context, with
Tyler Blint-Welsh.

U.S. prosecutors alleged that bribes were paid to Ms.
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Rangel and other executives to help secure contracts for
Petrocedeno, an oil producer, according to the complaint.
The charge against Ms. Rangel was unsealed in March.

Her plea is among the latest in an investigation into alleged
bribery at PdVSA. At least 27 people have been charged in
related cases and most have pleaded guilty, according to
the U.S. Justice Department.

Earlier this month, the Justice Department said it had
charged former Citgo Petroleum Corp. procurement officer
Jose Luis De Jongh Atencio with one count of conspiracy to
launder money and five counts of money laundering.

Mr. De Jongh worked in the Houston-based subsidiary of
PdVSA’s special projects group and from about 2013
through at least 2019 agreed to accept more than $2.5
million in bribe payments from businessmen Jose Manuel
Gonzalez Testino and Tulio Anibal Farias Perez and others,
the Justice Department said.

In exchange, Mr. De Jongh helped the businessmen procure
contracts with Citgo and PdVSA, the department said.

Dane Ball, a Smyser Kaplan & Veselka LLP lawyer
representing Mr. De Jongh, declined to comment. He said
Mr. De Jongh had pleaded not guilty.

Messrs. Gonzalez and Farias entered guilty pleas on alleged
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violations of U.S. antibribery laws and other charges in
connection with the case, prosecutors said. Lawyers for
Messrs. Gonzalez and Farias declined to comment.

Mr. De Jongh directed bribe payments from the
businessmen to be made to bank accounts in the names of
shell companies in Panama and Switzerland and then
laundered bribe proceeds through U.S. bank accounts and
used most of the funds to buy real estate in Texas,
according to the Justice Department.

He also allegedly received gifts such as tickets to major
sporting events and concerts from the businessmen, the
department said.

“These prosecutions are the most recent examples of the
continued commitment of the criminal division to rooting out
the rampant corruption that has plagued Venezuela for
years,” said Brian Rabbitt, acting assistant attorney general
of the Justice Department’s criminal division. “This
corruption undermines the rule of law and threatens our
national security.”

Write to Mengqi Sun at mengqi.sun@wsj.com
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Callidus Capital Announces Departure of President
and Chief Operating Of�cer Français

NEWS PROVIDED BY
Callidus Capital Corporation 
Sep 26, 2019, 21:13 ET

¦

TORONTO, Sept. 26, 2019 /CNW/ - Callidus Capital Corporation ("Callidus" or the "Company") (TSX:CBL) today
announced that the employment of David Reese, the former President and Chief Operating Of�cer of the
Company, has been terminated effective as of September 26, 2019. Mr. Reese's duties will be assumed on an
interim basis by members of Callidus' management team.

About Callidus Capital Corporation

Established in 2003, Callidus Capital Corporation is a Canadian company that specializes in innovative and
creative �nancing solutions for companies that are unable to obtain adequate �nancing from conventional
lending institutions. Unlike conventional lending institutions who demand a long list of covenants and make
credit decisions based on cash �ow and projections, Callidus credit facilities have few, if any, covenants and are
based on the value of the borrower's assets, its enterprise value and borrowing needs. Further information is
available on our website, www.calliduscapital.ca.

SOURCE Callidus Capital Corporation

For further information: Investor Relations | (416) 945-3240 | investor@calliduscapital.ca

Related Links

http://www.calliduscapital.ca/ 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Financial Position (Unaudited) 
(Expressed in thousands of Canadian dollars)  

 
  March 31, 2016 December 31, 2015 

Assets 
     Cash and cash equivalents  $        34,856   $         25,210  
     Income taxes receivable (note 11)               4,886                6,068  
     Derivative assets (note 15)               1,105                1,310  
     Assets acquired from loans (note 6 and 17)             33,727            102,367  
     Loans receivable (note 5 and 6)          915,245            935,130  
     Deferred tax asset (note 11)               7,371              13,903  
     Guarantee asset (note 9)               7,243              34,755  
     Other assets               2,895                3,055  
   $   1,007,328   $    1,121,798  

Liabilities and Shareholders' Equity 
Liabilities: 
     Accounts payable and accrued liabilities (note 9)  $        22,388   $         19,208  
     Income and other taxes payable  (note 11)             13,615              15,413  
     Borrower deposits                     76                   142  
     Deferred facility fees               8,283              10,096  
   
   

     Revolving credit facility (note 8)          192,618            248,710  
     Senior debt (note 7)             46,904              45,279  
     Subordinated bridge facility, due to Catalyst (note 7)          219,745            291,479  

         503,629            630,327  
Shareholders' equity: 
     Share capital (note 10)          422,448            416,750  
     Contributed surplus (note 16)               9,314                8,843  
     Retained earnings             72,312              64,007  
     Accumulated other comprehensive (loss) income                 (375)               1,871  

         503,699            491,471  

Contingencies (note 13)                        -                        -  
   $   1,007,328   $    1,121,798  

 See accompanying notes to condensed consolidated interim financial statements. 
 
 
Approved on behalf of the Board: 
 
 
“Newton Glassman”                                        “Ann Davis” 
Chairman and CEO                                            Director 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Income and Comprehensive Income (Unaudited) 
(Expressed in thousands of Canadian dollars, except per share information) 
 
Consolidated Statement of Income         

Three Months Ended March 31 
(Note 19)     2016 2015 

 

Revenue: 
     Interest  $   47,094   $32,784  
     Fees and other             2,446       2,307  

      49,540     35,091  
Interest expense and participation fees: 
     Catalyst Fund Limited Partnerships        (7,519)     (3,570) 
     Senior debt and revolving credit facilities            (4,317)     (4,396) 
          (11,836)     (7,966) 

Net interest income       37,704     27,125  

Other income (expenses): 
     Provision for loan losses (note 6)        (7,850)         415  
     (Expense) recovery under the Catalyst guarantee (note 9)        (1,029)        (594) 
     Foreign exchange gain         1,233          613  
     Loss from assets acquired from loans (note 17)        (1,099)              -  
     Catalyst's share of overhead expenses (note 19)             1,882               -  

       (6,863)         434  
Non-interest expenses: 
     Salaries and wages        (3,004)     (2,022) 
     Stock options expense (note 16)           (535)     (1,176) 
     General and administrative             (2,333)     (1,688) 
             (5,872)     (4,886) 

Income before income taxes       24,969     22,673  

Income taxes (expense) recovery:  
     Current        (1,365)     (6,360) 
     Deferred            (6,532)        (324) 
             (7,897)     (6,684) 

Net income      $   17,072   $15,989  

Earnings per common share (dollars) 
     Basic (note 20)  $       0.34   $    0.31  
     Diluted (note 20)      $       0.34   $    0.31  

Consolidated Statement of Comprehensive Income         
Net income  $   17,072   $15,989  
Other comprehensive income (loss) net of tax: 
     Items that may be reclassed to profit and loss: 
          Foreign currency translation loss on foreign operations            (2,246)              -  
Comprehensive income      $   14,826   $15,989  
 

See accompanying notes to condensed consolidated interim financial statements. 
 

2061151

1174



 

4 

CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Changes in Equity (Unaudited) 
(Expressed in thousands of Canadian dollars) 

 
  Share Capital  Contributed Retained Accumulated Other   
  Amount Surplus Earnings Comprehensive Income Total 

 Balance, January 1, 2015  $      428,291   $       7,631   $    31,908   $                -    $ 467,830  

Net income                     -                    -         15,989                       -         15,989  

Stock options expense (note 16)                     -            1,176                  -                       -           1,176  

Balance, March 31, 2015  $      428,291   $       8,807   $    47,897   $                -    $ 484,995  

Balance, January 1, 2016  $      416,750   $       8,843   $    64,007   $          1,871   $ 491,471  

Net income                     -                    -         17,072                       -         17,072  

Dividends                     -                    -         (8,767)                      -         (8,767) 

  Shares issued              5,698               (64)                 -                       -           5,634  

Stock options expense (note 16)                     -               535                  -                       -              535  

Other comprehensive loss (note 3)                     -                    -                  -             (2,246)        (2,246) 

Balance, March 31, 2016  $      422,448   $       9,314   $    72,312   $           (375)  $ 503,699  

See accompanying notes to condensed consolidated interim financial statements. 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Cash Flows (Unaudited) 
(Expressed in thousands of Canadian dollars)  
 

  

  Three Months Ended March 31 
      2016 2015 
Cash provided by (used in): 
Operating activities: 
     Income for the period  $  17,072   $     15,989  
     Items not involving cash: 
           Stock options expense            535            1,176  
           Provision for loan losses         7,850             (415) 
     Change in non-cash operating items: 
           Change in loans receivable, net of repayments       12,035        (12,474) 
           Derivative assets            205               466  
           Income taxes receivable         1,182                    -  
           Deferred tax asset         6,532               324  
           Assets acquired from loans       68,640        (62,603) 
           Guarantee asset       27,512             (828) 
           Other assets            160                 93  
           Accounts payable and accrued liabilities         3,180             (623) 
           Deferred facility fees       (1,813)              531  
           Derivative liabilities                  -            3,576  
           Income and other taxes payable       (1,798)           6,349  
           Borrower deposits             (66)              (41) 
           Other       (2,377)                   -  
         138,849        (48,480) 
Financing activities: 

     Dividends 
  

      (3,030)                   -  
     Net (repayment) draw on revolving credit 
facility 

    (56,092)         81,243  
     Change in senior debt         1,625                 38  
     Issuance of share capital               28                    -  
     Net repayments on subordinated bridge facility         (71,734)       (23,376) 

        (129,203)         57,905  

Increase in cash and cash equivalents         9,646            9,425  

Cash and cash equivalents, beginning of period           25,210          59,636  
Cash and cash equivalents, end of period      $  34,856   $     69,061  

Cash and cash equivalents is composed of the following: 
     Cash  $  34,856   $     65,485  
     Restricted cash                      -            3,576  
       $  34,856   $     69,061  

 
See accompanying notes to condensed consolidated interim financial statements.
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CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three Months Ended March 31, 2016 and 2015 
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1. REPORTING ENTITY: 
Callidus Capital Corporation ("Callidus" or the “Company”) is a company domiciled in Canada and was 
incorporated under the Business Corporations Act (Ontario). These condensed consolidated interim financial 
statements comprise Callidus and its subsidiaries (together referred to as the “Company”). The Company 
operates a specialty finance business that provides senior secured asset-based loans and lending services to 
mid-market companies operating in Canada and the United States.  Callidus is headquartered in Toronto, 
Ontario, Canada.  The Company is registered as an investment fund manager and an exempt market dealer 
with the Ontario Securities Commission (“OSC”). 

Callidus Capital Management Inc. ("CCM"), the former principal subsidiary of the Company, was a private 
company incorporated under the Business Corporations Act (Ontario).  On December 14, 2012, CCM was 
granted registration as an investment fund manager and as an exempt market dealer with the OSC. CCM was 
amalgamated with Callidus effective January 1, 2013 and the OSC registration name was changed to 
Callidus.    
 

2. BASIS OF PRESENTATION: 
(a) Statement of Compliance: 

These condensed consolidated interim financial have been prepared in accordance with IAS 34. 

The condensed consolidated interim financial have been approved for issue by the Board of Directors on 
May 11, 2016. 

(b) Basis of Measurement: 
The condensed consolidated interim financial statements have been prepared on a historical cost basis 
except for derivative instruments which are measured at fair value. 

(c) Functional and Presentation Currency: 
These condensed consolidated interim financial statements are presented in thousands of Canadian 
dollars, which is also the Company's functional currency.   

(d) Use of Estimates and Judgments: 
The preparation of the condensed consolidated interim financial statements in conformity with IFRS 
requires management to make judgments, estimates and assumptions that affect the application of 
accounting policies and the reported amounts of assets, liabilities, income and expenses.  Actual results 
may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting 
estimates are recognized in the period in which the estimates are revised and in any future periods 
affected. 

Significant areas of estimation uncertainty and critical judgments in applying accounting policies that 
have the most significant effect on the amounts recognized in the condensed consolidated interim 
financial statements include the allowance for loan losses, derecognition and the Company's assessment 
of consolidation under IFRS 10, Consolidated Financial Statements, of certain loans in its loan 
portfolio. 
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CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three Months Ended March 31, 2016 and 2015 
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3. SIGNIFICANT ACCOUNTING POLICIES: 
These condensed consolidated interim financial statements have been prepared in accordance with IAS 34. 
They should be read in conjunction with the 2015 Audited Financial Statements. The significant accounting 
policies used in the preparation of these condensed interim consolidated financial statements are consistent 
with those described in note 3 to the Company’s 2015 Audited Financial Statements.  

4. FUTURE ACCOUNTING DEVELOPMENTS: 
(a) Financial Instruments (IFRS 9): 

IFRS 9 (2014) addresses classification and measurement of financial assets and liabilities, including 
impairment of financial assets, and hedge accounting.  Under this standard, financial assets are 
classified and measured based on the business model in which they are held and the characteristics of 
their contractual cash flows.  The accounting model for financial liabilities is largely unchanged from 
IAS 39 except for the presentation of the impact of own credit risk on financial liabilities designated at 
fair value through profit or loss account.  The new impairment model is an expected loss model as 
against an incurred loss model in IAS 39.   

IFRS 9 is mandatorily effective for annual periods beginning on or after January 1, 2018.  The 
Company is in the process of evaluating the impact of IFRS 9 on the Company’s financial statements. 
 

(b) Revenue from Contracts with Customers (IFRS 15): 
The IASB issued IFRS 15, Revenue from Contracts with Customers, which is effective for fiscal years 
beginning on January 1, 2018 and is available for early adoption.  IFRS 15 will replace IAS 11, 
Construction Contracts, IAS 18, Revenue, IFRIC 13, Customer Loyalty Programs, IFRIC 15, 
Agreements for the Construction of Real Estate, IFRIC 18, Transfer of Assets from Customers, and SIC 
31, Revenue – Barter Transactions Involving Advertising Services. 

The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time.  The model features a contract-based five-step 
analysis of transactions to determine whether, how much and when revenue is recognized.  New 
estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing 
of revenue recognized. 

The Company is in the process of evaluating the impact of IFRS 15 on the Company’s financial 
statements. 
 

(c) Annual Improvements to IFRS: 
On September 25, 2014 the IASB issued narrow-scope amendments to a total of four standards as part 
of its annual improvements process. The amendments will apply for annual periods beginning on or 
after January 1, 2016. Earlier application is permitted, in which case, the related consequential 
amendments to other IFRSs would also apply. Amendments were made to clarify the following: 

• Changes in method for disposal under IFRS 5, Non-current Assets Held for Sale and Discontinued 
Operations; 

• “Continuing involvement” for servicing contracts and offsetting disclosures in financial statements 
under IFRS 7, Financial Instruments: Disclosures; 

• Discount rate in a regional market sharing the same currency under IAS, 19 Employee Benefits;  
• Disclosure of information “elsewhere in the financial report” under IAS 34, Financial Reporting. 

The Company has determined that the impact of the amendments is not material to the financial 
statements. 
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CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three Months Ended March 31, 2016 and 2015 
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5.        LOANS RECEIVABLE: 
Loans and advances to customers are measured at amortized cost, which is net of allowance for loan losses.  

Contractual Maturity March 31, 2016 December 31, 2015 

0 - 3 months  $    598,576   $    573,060  
4 - 6 months         136,383           92,562  
7 - 12 months           95,203         111,357  
13 months or more           85,083         158,151  
    

   $    915,245   $    935,130  

The loans can be prepaid subject to prepayment penalties.  The total credit facilities before derecognition 
available to borrowers subject to borrowing base availability at March 31, 2016 were $1,510,916 (December 
31, 2015 - $1,645,298). Of the total loan balance noted in the table above, $365,169 related to watch-list 
loans (December 31, 2015 - $292,229) and was subject to the Catalyst guarantee (note 9(c)).   

The loans receivable earn interest at fixed rates.  For the current period, the loan portfolio generated a 
blended gross yield, including all interest and fees of approximately 19% (2015 – 19%).  The loans are 
generally senior secured credit facilities with revolving and non-revolving facilities secured by a first charge 
on substantially all of the borrowers' assets. 
 

6. LOAN LOSS ALLOWANCE: 
As at March 31, 2016, the Company has an allowance for loan losses of $51,157 (December 31, 2015 - 
$43,307), which is offset against loans receivable and assets acquired from loans on the consolidated 
statements of financial position.   

  March 31, 2016 December 31, 2015 
Allowance for loan losses 
Balance, beginning of period  $   43,307   $   29,139  
Changes for the period: 
     Specific individual loan loss provisions          7,850        38,215  
     Collective allowances                   -        (2,562) 
     Provision previously related to assets held for sale                   -      (10,169) 
Write-offs for the period:                   -      (11,316) 
Ending allowance for loan losses  $   51,157   $   43,307  
Impairment on assets acquired from loans 
Balance, beginning of period  $   13,169   $           -   
Changes for the period: 
     Impairment previously classified as allowance for loan losses                   -        10,169  
     Provision related to assets held for sale                   -          3,000  
Write-offs for the period:      (13,169)                 -  
Ending allowance for impairment on assets acquired from 
loans 

 $            -    $   13,169  

Balance, end of period  $   51,157   $   56,476  

The specific loan loss provisions of $7,850 related to watch-listed loans relates to a pool of loans with gross 
loans receivables of $265,434. 

In March 2016, as approved by the independent members of the Board, the Company required payment by 
the Catalyst Funds of a guarantee (as described in note 9(c)) with respect to the Company’s assets held for 
sale in an amount equal to the total outstanding principal plus accrued and unpaid interest of $101.3 million. 
The Catalyst Funds acquired the assets in question for an amount equal to the guarantee and are now the 
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CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three Months Ended March 31, 2016 and 2015 
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owners of the business and are actively restructuring it. As a result of the transaction, the impairment 
associated with the asset held for sale was written off in the current year.   

7.        LONG-TERM DEBT:  
  March 31, 2016 December 31, 2015 
      

Senior debt  $         47,125   $         45,555  
Less: associated transaction costs                  (221)                (276) 
               46,904              45,279  
Subordinated bridge facility, due to Catalyst           219,745            291,479  
   $       266,649   $       336,758  

The amounts due on the senior debt represent a senior secured non-revolving term loan for $50 million.  The 
loan matures March 31, 2017, and bears a fixed rate of interest of 8.419% which was based on Government 
of Canada bond rate at the time of issuance plus 5.75%.  The loan has a first priority charge over a portion of 
the assets of the Company.  The Company was in compliance with its financial covenants at March 31, 2016 
and December 31, 2015. 

The Company paid $584 in transaction costs in 2011 and an additional $169 in 2014 associated with the 
senior debt, which has been deferred and is being amortized into interest expense over the term of the loan 
using the effective interest rate method.    

In December 2014, the Company obtained a US$200 million revolving unsecured subordinated bridge 
facility from Catalyst.  The facility carries an interest rate of 8% per annum plus an annual fee equal to 1.5% 
of the maximum amount available under the facility and a standby fee equal to 1% per annum of undrawn 
amounts.  The facility matures April 30, 2017 and can be repaid in full by the Company at any time without 
penalty.  In September 2015, the Company increased the amount of its revolving unsecured subordinated 
bridge facility by US$50 million to US$250 million. 

 
8.        REVOLVING CREDIT FACILITY: 

The Company has a US$300 million revolving credit facility (the “revolving credit facility”) to finance a 
portion of the loan portfolio pledged by a special purpose financing vehicle wholly-owned by Callidus. The 
revolving credit facility may be drawn in either Canadian or U.S. dollars and provides for an aggregate of 
US$250 million of Class A loans and US$50 million of Class B loans. The Class A loans and the Class B 
loans together (the “Loans”) are subject to borrowing base availability dependent on certain eligible loans 
receivable balances approved by the lender.  

The Loans are also subject to a minimum utilization of 50%, measured quarterly and bear interest at an 
applicable base rate (bankers’ acceptance for Canadian dollar loans and LIBOR for U.S. dollar loans) plus a 
margin of 2.75% and 6.25% for the Class A Loans and Class B Loans, respectively.  

The revolving credit facility matures January 15, 2019, and contains a two-year revolving period, followed 
by a two-year amortization period. The revolving period may be extended subject to lender approval. 
Additionally, there is a non-call period to the end of the revolving period. If Callidus has requested an 
extension to the facility and the lender has denied the request, the facility may be repaid in full without 
penalty. 

In January 2015, the Company increased the amount of its revolving credit facility by US$62.5 million to 
US$262.5 million in the aggregate.  In April 2015, the Company increased the amount of the revolving 
credit facility by a further US$37.5 million to US$300 million in the aggregate. 

The Company was in compliance with its financial covenants at March 31, 2016 and December 31, 2015. 
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9.        RELATED PARTY TRANSACTIONS: 
The following transactions have occurred between the Company and its related parties other than as noted 
elsewhere in these financial statements. 

 (a) Relationships: 
The Catalyst Capital Group Inc. (“CCGI”) and funds managed by them (collectively "Catalyst") own 
approximately 62.9% of the issued and outstanding shares of the Company as at March 31, 2016. 

The Chief Executive Officer of Catalyst, Newton Glassman, is the Chief Executive Officer, Chair of the 
Board of Directors and Chair of the Credit Committee of the Company. 

 (b)  Catalyst Participation Interest: 
In connection with the Offering, and the repayment of the Catalyst debenture, Catalyst Fund IV 
obtained an approximate 18% undivided interest at the time of the Offering in the loan portfolio of the 
Company.  The participation agreement provided that the Company was not entitled to the risks or 
rewards related to Catalyst Fund IV’s participation interest in the loan portfolio. Consequently, the 
portion of the loans corresponding to Catalyst Fund IV’s participation interest was derecognized from 
the financial statements during fiscal 2014.  

The participation agreement also provided that in the event that Catalyst Fund IV wished to sell its 
participation interest in the loan portfolio, the Company had the option to acquire all or part of Fund 
IV’s participation interest in the loan portfolio at par plus accrued interest and fees. In December 2014, 
the Company acquired all of the Fund’s participation interest in the loan portfolio at par plus accrued 
interest and fees in exchange for issuance of 2,335,357 common shares of the Company, at a price of 
$21.41 per common share, as well as a cash payment of approximately $821 as a post-closing 
adjustment for foreign exchange.   

The agreements entered into at the time of the Offering also permit other Catalyst Funds to participate 
in the Company’s loan portfolio in the future within certain limits generally determined based upon the 
Company’s available capital.  In the event that other Catalyst funds participate, similar arrangements are 
in place in the agreement providing the Company with the option to purchase such participations on the 
same terms in the event that the Funds wish to sell and with respect to guarantees as described below.   

In accordance with the terms of the participation agreement, entered into in connection with Callidus' 
initial public offering, effective April 2015, Catalyst Fund V began to participate in the funding of new 
loans originated by Callidus.  This provides Callidus with access to additional funds to fund the 
expansion of the Company’s loan portfolio (note 19). 

(c) The Catalyst Guarantees: 
In connection with the repayment of the Catalyst debenture at the time of the Offering, the Catalyst 
Funds (“the Funds”) agreed to guarantee any losses incurred by the Company on loans in the portfolio 
at the time of the Offering.  The guarantee covers losses of principal incurred by the Company on 
certain specified loans until fully realized (“watch-list loans”). Watch-list loans are identified by 
management as subject to heightened monitoring due to the financial condition of the borrowers. All 
other loans in the portfolio at the time of the Offering were also guaranteed for any losses of principal 
until such time as the loans are renewed by the Company at their next scheduled credit review.    

As noted above, in December 2014, the Company acquired all of the Funds’ participation interest, 
outstanding at the time, in the loan portfolio at par plus accrued interest and fees.  The participation 
agreement also provided that in the event that the Company purchased Catalyst Fund IV’s participation 
interest, Fund IV agreed to provide a guarantee that covered Catalyst's percentage ownership interest in 
the relevant loans at the time of the acquisition.  The guarantee covers losses of principal until fully 
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realized on watch-list loans at the time of acquisition and losses of principal on all other loans until such 
loans are renewed at the next scheduled review.    

Neither guarantee generally applies to accrued and unpaid interest.  The Company normally requires 
that its borrowers agree to a cash sweep arrangement so that their cash will be subject to the Company’s 
control.  The Company and Catalyst have agreed that the Company will operate the cash sweep so that 
the first application of a borrower's cash will be to currently due accrued and unpaid interest and fees 
and secondly to principal and any other amounts due.  These cash sweep arrangements are intended to 
minimize losses in relation to interest and fees. 

As at March 31, 2016, the Company recorded a guarantee asset of $7,243 related to the Catalyst 
guarantee.  During the quarter, $26,483 (2015 – $10,916) was received under the Catalyst guarantee. 

 (d) Other Transactions during the Period: 
In 2016, commitment fees of $1,229 (2015 - $915) were paid or accrued to Catalyst.  Interest expense 
also includes $6,259 (2015 - $2,335) paid and accrued to Catalyst.  All transactions are in the normal 
course of operations and are measured at the exchange amount, which is the amount of consideration 
established and agreed to by the related parties. As at March 31, 2016, accounts payable and accrued 
liabilities included $3,801 (December 31, 2015 - $1,689) representing the unpaid portion of net income 
due to the Fund’s participation interest in the loan portfolio (note 19).  

In March 2016, as approved by the independent members of the Board, the Company required payment 
by the Catalyst Funds of a guarantee with respect to the Company’s assets held for sale. The Catalyst 
Funds acquired the loan in question for an amount equal to the guarantee and are now the owners of the 
business and are actively restructuring it. The Company primarily used the proceeds from the guarantee 
to repay a portion of the balance outstanding under the subordinated bridge facility. 

 (e)   Key Management Personnel Compensation: 
No compensation is paid by the Company to its Chief Executive Officer.  Other key management 
personnel compensation comprised the following:  

Three Months Ended March 31 
      2016 2015 
Short-term employee benefits  $           737   $            651  
Share-based payments                    141                 341  
       $           878   $            992  

 
10.     SHARE CAPITAL: 

    March 31, 2016   December 31, 2015 
  Shares  Amount  Shares  Amount  
Common shares outstanding, beginning of year   49,354,355   $ 416,750    51,026,754   $    428,291  
Issue of common shares         740,575           5,698         888,997           10,011  
Purchase and cancellation of common shares                      -                    -    (2,561,396)        (21,552) 
Common shares outstanding, end of year 50,094,930  $ 422,448  49,354,355  $    416,750  

In August 2015, the Company adopted a dividend policy pursuant to which the Company intends to declare 
and pay quarterly cash dividends to holders of its outstanding common shares of record as of the close of 
business on the last business day of each calendar quarter. The quarterly dividend was initially set at $0.175 
per common share ($0.70 per annum).  In addition, the Company implemented a dividend reinvestment plan 
(“DRIP”) pursuant to which eligible shareholders may elect to automatically reinvest their cash dividends 
payable in respect of the common shares to acquire additional common shares.  During the current period, 
732,438 shares were granted to those who elected to participate in the DRIP. Catalyst elected to participate 

2141159

1182



CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three Months Ended March 31, 2016 and 2015 
   

 

12 

in the DRIP on 100% of their shareholdings of the Company and, therefore, received 704,016 shares in 
consideration of the dividend.  Cash outflow during the period for the dividend was $3.0 million. A dividend 
of $8.8 million was accrued as at March 31, 2016 as it is payable to shareholders of record as at March 31, 
2016. 

11.      INCOME TAXES:  
Components of deferred tax assets: 
  March 31, 2016 December 31, 2015 
Deferred tax assets: 
Deferred financing fees  $       2,195   $           2,675  
Provision for loan losses           4,314              17,501  
Financing costs              153                   113  
Deferred share issue costs           2,787                3,040  

          9,449              23,329  
Deferred tax liabilities: 
Leasehold improvements               (21)                  (20) 
Recovery under the Catalyst guarantee         (2,057)             (9,406) 
Total recognized deferred tax assets  $       7,371   $         13,903  

 
12.      FAIR VALUES OF FINANCIAL INSTRUMENTS: 

Fair values and carrying values of financial instruments: 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date and in the principal market, or in its 
absence, the most advantageous market to which the Company has access.  The fair value of a liability 
reflects its non-performance risk.  Some of the Company's financial instruments lack an available trading 
market.  As such, the fair values of such instruments are based on estimates using discounted cash flows and 
other valuation techniques.  The fair values derived from such valuation techniques are significantly affected 
by the assumptions used to determine discount rates and the amount and timing of future cash flows.  Due to 
this estimation process and the need to use judgment, the aggregate fair value amounts should not be 
interpreted as being necessarily realizable in an immediate settlement of the financial instruments. 

The amounts in the following table represent the fair values and fair value hierarchy of all the financial 
instruments carried on the Company's consolidated statements of financial position: 

      
March 31, 

2016     
December 31, 

2015   

  Fair Value 
Carrying 

Value 
Fair Value 

Over Carrying Fair Value 
Carrying 

Value 
Fair Value 

Over Carrying 
Fair Value 
Hierarchy 

Assets 
Cash and cash equivalents  $       34,856   $       34,856   $          -    $    25,210   $  25,210   $          -   1 
        

Loans receivable         915,245          915,245               -        935,130     935,130               -   3 
Derivative assets             1,105              1,105               -            1,310         1,310               -   2 
Guarantee asset             7,243              7,243               -          34,755       34,755               -   3 
   $    958,449   $    958,449   $          -    $  996,405   $996,405   $          -     
Liabilities                                                     
Accounts payable and 
accrued liabilities  $       22,388   $       22,388   $          -    $    19,208   $  19,208   $          -   2 
        

Revolving credit facility         192,618          192,618               -        248,710     248,710               -   3 
Senior debt           46,904            46,904               -          45,279       45,279               -   3 
Subordinated bridge 
facility, due to Catalyst         219,745          219,745               -        291,479     291,479               -   3 

   $    481,655   $    481,655   $          -    $  604,676   $604,676   $          -     
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The above table categorizes financial instruments recorded at fair value on the consolidated statements of 
financial position into one of the three fair value hierarchy levels: 

• Level 1 - fair values are based on unadjusted quoted prices from an active market for identical assets or 
liabilities; 

• Level 2 - fair values are based on inputs other than quoted prices that are directly or indirectly 
observable in an active market; and 

• Level 3 - fair values are based on inputs not observable in the market.  

There were no transfers between levels during the period. The fair value hierarchy levelling is applicable for 
all periods.  

The following methods and assumptions are used to estimate the fair values of financial instruments: 

(i) The carrying value of cash and cash equivalents, revolving and non-revolving credit facilities, assets 
held for sale, the guarantee asset and accounts payable and accrued liabilities is a reasonable 
approximation of fair value because these instruments are either short-term in nature or re-priced to 
current market rates frequently. 

 (ii) The fair value of the loan portfolio is determined by aggregating the present value of the discounted 
cash flows factoring current interest rates and estimates of credit risk.  Discount rates used to determine 
the fair value of loans range between 6.0% and 35.0%. 

(iii) Fair values of derivative instruments are determined using pricing models, which take into account 
current market and contractual prices of underlying instruments, as well as time value and yield curve 
underlying the positions, which are observable.  Accordingly, such instruments are classified in Level 2 
of the fair value hierarchy. 

13. CONTINGENCIES: 
In the normal conduct of its lending operations, there are sometimes pending claims against the Company 
relating to its collateral.  Litigation is subject to many uncertainties and the outcome of individual matters is 
not predictable with assurance.  In the opinion of management, based on the advice and information 
provided by its legal counsel, final determination of any litigation exposure has been factored into the 
Company's loan loss provisioning.  There are no other types of claims against the Company which are 
expected to materially affect the Company's consolidated financial position or consolidated results of 
operations. 

14. FINANCIAL RISK MANAGEMENT: 
The Company's exposure to risks associated with financial instruments includes currency risk, interest rate 
risk, liquidity risk and credit risk and subordinated bridge facility. 

(a) Currency Risk: 
The Company is exposed to financial risks as a result of exchange rate fluctuations and the volatility of 
these rates.  This exposure is the result of indebtedness and related interest expense denominated in U.S. 
dollars, as well as assets and liabilities that will be settled in U.S. dollars.  The Company has entered 
into foreign exchange forward contracts to mitigate this risk (note 15). 

A change of 1% in the value of the Canadian dollar as compared to the U.S. dollar would result in an 
immaterial change to the Canadian equivalent amount of U.S. dollar foreign exchange exposure as at 
March 31, 2016 as the gain or loss on translation is offset by the mark-to-market value of the foreign 
exchange forward contracts. 

2161161

1184



CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three Months Ended March 31, 2016 and 2015 
   

 

14 

(b) Interest Rate Risk: 
The Company is exposed to interest rate risk as it earns interest on its loans receivable and pays interest 
on its revolving credit facility and on its senior debt.   

The Company's loans receivable primarily bear interest at fixed rates, as do the Company's senior debt 
and subordinated bridge facility.  Any changes in interest rate indices will not have an impact on the 
Company's interest income and related expenses on these financial instruments.  

The Company's revolving credit facility is exposed to changes in interest rate indices.  The Company 
continues to monitor this interest rate gap.    

(c) Liquidity Risk: 
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated 
with its financial liabilities that are settled by delivering cash or another financial asset.   

The Company manages its liquidity risk by monitoring its operating requirements.  The Company 
prepares budget and cash forecasts to ensure it has sufficient funds to fulfill its obligations and actively 
pursues new sources of funding to meet liquidity needs.   

(d) Credit Risk: 
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations, and arises principally from the Company's loans and 
advances to its borrowers.  

The Company adheres to a credit evaluation process and requires collateral to support the loan. 

The Company actively monitors each loan, as appropriate depending on the risks. In most cases, the 
Company maintains control of the borrower’s deposit account through the use of blocked accounts, 
which facilitates loan repayment and reduces the risk of fraud. In structuring its loans, the Company 
generally relies on collateral such as inventory, receivables and fixed assets, and on enterprise value and 
other non-working capital assets, such as intellectual property of the borrower.  Financial results and 
collateral values are regularly monitored against business plans and industry trends. Frequent meetings 
with the borrowers’ management are combined with regular field audits.  Third party collateral 
appraisers generally confirm initial inventory and fixed asset values and professional restructuring 
advisors are involved, as necessary.  This system of collateral monitoring and management contact 
mitigates risk by acting as an early warning system of potential credit issues. Early detection of issues 
ensures that proactive remedies can be implemented. 

The net carrying amount of all loans are at least 100% collateralized as of March 31, 2016. 

15.      DERIVATIVES HELD FOR RISK MANAGEMENT: 
The table below analyzes derivatives held for risk management purposes by type of instrument. 

  Notional Amount* Fair Value Asset 

  
March 31, 

2016 
December 31, 

2015 
March 31, 

2016 
December 31, 

2015 

Foreign exchange forward contracts  $       144,000   $       135,000  
 $           

1,105   $           1,310  

1Amounts in thousands of U.S. dollars; all of the Company's forward contracts mature within 30 days of period end. 
 
16. SHARE-BASED PAYMENTS: 

The Company grants stocks options which vest evenly over a three-year period and are exercisable up to 10 
years from the date of grant.  As approved by the directors, a total of 10% of the total issued and outstanding 
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common shares of the Company have been reserved for issuance under the plan of which 5% have been 
awarded and remain outstanding as at March 31, 2016.  

The value of these options is recognized on a graded vesting basis except where the employee is eligible to 
retire prior to a tranche's vesting date, in which case the value is recognized between the grant date and the 
date the employee is eligible to retire. 

The amount recorded in contributed surplus as at March 31, 2016 was $9,314 (December 31, 2015 - $8,843).  
For the period ended March 31, 2016, an expense of $535 (2015 - $1,176) was recorded in the consolidated 
statements of income and comprehensive income. As at March 31, 2016, future unrecognized compensation 
cost for non-vested stock options was $2,594 (December 31, 2015 - $3,129), which is to be recognized over 
a weighted average period of 2.0 years (December 31, 2015 - 2.3 years). 

Significant assumptions used in valuing the options include a volatility rate of 37%, a dividend rate of 8.8%, 
an expected life assumption of 10 years, and a risk-free rate of 1.57%.   

The following table summarizes the weighted average exercise prices and the weighted average remaining 
contractual life of the balances of stock options outstanding at March 31, 2016. 

  Options Outstanding Options Exercisable 

Exercise Price ($) Options 

Weighted Average 
Remaining Contractual 

Life (Years) 
Weighted Average 
Exercise Price ($) Options 

Weighted Average 
Exercise Price ($) 

$3.41  656,663              6.74   $        3.41  656,663  $3.41  
$16.89  726,149              8.72           16.89        243,290           16.89  
$8.03  1,190,000              9.71             8.03                   -             8.03  
$7.99  116,847              9.80             7.99                   -             7.99  
  2,689,659              8.73   $        9.30  899,953   $        7.05  

For the year ended March 31, 2016, nil (2015 – nil) options were cancelled and forfeited. 

  
17.        ASSETS ACQUIRED FROM LOANS: 

The table below summarizes the assets acquired from loans: 
      

      March 31, 2016 December 31, 2015 

Assets held for sale  $           -    $    66,787  
Businesses acquired          33,727         35,580  
       $  33,727   $  102,367  

 
(a) Assets Held for Sale: 

In January 2015, one of the Company's borrowers emerged from formal restructuring proceedings in 
Canada and the U.S. as a going concern. As a result and under the terms of its secured creditor 
agreement, the Company gained control of the business of the borrower and had presented the net assets 
and liabilities of the business as assets held for sale.  

In March 2016, as approved by the independent members of the Board, the Company required payment 
by the Catalyst Funds of a guarantee (as described in note 9(c)) with respect to the Company’s assets 
held for sale in an amount equal to the total outstanding principal plus accrued and unpaid interest of 
$101.3 million. The Funds acquired the loan in question for an amount equal to the guarantee and are 
now the owners of the business and are actively restructuring it. The Company primarily used the 
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proceeds from the guarantee to repay a portion of the balance outstanding under the subordinated bridge 
facility.     

  
  Three Months Ended March 31 

      2016 2015 
Net loss from operations of assets held for sale  $   (1,417)  $    (1,424) 
Provision related to assets held for sale                  -                   -  
Recovery under the Catalyst guarantee             1,417           1,424  
       $             -   $              -  

 
(b) Businesses Acquired: 

In November 2015, one of the Company's borrowers emerged from formal restructuring proceedings in 
the U.S. as a going concern. As a result and under the terms of its secured creditor agreement, the 
Company gained control of the operating assets of the borrower and has presented the net assets and 
liabilities of these operating assets as businesses acquired.   

An amount of $1,099 was recorded in the statement of comprehensive income representing the net loss 
from the businesses acquired for the current period. 

As at March 31, 2016, the significant assets and liabilities of the businesses acquired consisted of the 
following: 

      

        March 31, 2016 
Significant assets: 
   Accounts receivable  $    1,934  
   Machinery & equipment      12,547  
   Land & building         5,152  
   Goodwill      12,818  
Significant liabilities: 
   Accounts payable and accrued liabilities         1,997  
   Short term notes                  857  

 
18.      CAPITAL REQUIREMENTS: 

The Company is required to maintain minimum excess working capital as prescribed by the OSC.  At March 
31, 2016 and December 31, 2015, the Company was in compliance with the OSC's requirement to maintain 
minimum capital of $100.   
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19.     TRANSFERS OF FINANCIAL ASSETS: 
As described in note 9, in connection with the Offering, the Company, CCGI, and certain funds managed by 
CCGI entered into a participation agreement.  Accordingly, effective April 2015, Catalyst Fund Limited 
Partnership V (“Catalyst Fund V”) began to participate in the funding of new loans originated by Callidus. 
The tables below provide a summary of the impact of derecognition on the Company’s financial statements. 

Statement of Financial Position 

As at March 31, 2016 
Before 

Derecognition 
Effect of 

Derecognition 
After 

Derecognition 
Cash and cash equivalents  $      34,856   $                -   $      34,856  
Income taxes receivable            4,886                     -              4,886  
Derivative assets            1,105                     -              1,105  
Assets acquired from loans          33,727                     -           33,727  
Loans receivable     1,062,232        (146,987)        915,245  
Deferred tax asset            7,371                     -              7,371  
Guarantee asset            8,002               (759)             7,243  
Other assets            2,895                     -              2,895  
   $ 1,155,074   $   (147,746)  $1,007,328  

Accounts payable and accrued liabilities(1)  $      18,587   $        3,801   $      22,388  
Income and other taxes payable           13,615                     -           13,615  
Borrower deposits                 76                     -                   76  
Deferred facility fees            8,283                     -              8,283  
Due to Catalyst Fund Limited Partnership V        122,232        (122,232)                      -  
Revolving credit facilities        209,692          (17,074)        192,618  
Senior debt          49,779            (2,875)          46,904  
Subordinated bridge facility, due to Catalyst        225,876            (6,131)        219,745  

       648,140        (144,511)        503,629  

Share capital        422,448                     -         422,448  
Contributed surplus            9,314                     -              9,314  
Retained earnings          75,547            (3,235)          72,312  
Accumulated other comprehensive loss             (375)                    -               (375) 
         506,934            (3,235)        503,699  
   $ 1,155,074   $   (147,746)  $1,007,328  

(1) Payable recognized pertains to the derecognized income owed to Catalyst Fund V as a result of the participation interest. 
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Statement of Comprehensive Income 
Three Months Ended March 31, 2016 

        Consolidated 
Effect of 

Derecognition 
After 

Derecognition 

Interest  $   51,833   $    (4,739)  $    47,094  
Fees and other               3,427            (981)          2,446  
              55,260         (5,720)        49,540  

Catalyst Fund Limited Partnerships        (7,915)             396          (7,519) 
Senior debt and revolving credit facilities              (4,671)             354          (4,317) 
             (12,586)             750       (11,836) 

Net interest income       42,674         (4,970)        37,704  

Provision for loan losses        (7,869)               19          (7,850) 
Recovery under the Catalyst guarantee        (1,010)             (19)         (1,029) 
Foreign exchange gain         1,380            (147)          1,233  
Income from assets acquired from loans        (1,099)                 -          (1,099) 
Catalyst's share of overhead expenses                       -           1,882           1,882  
               (8,598)          1,735          (6,863) 

Salaries and wages        (3,004)                 -          (3,004) 
Stock options expense           (535)                 -             (535) 
General and administrative               (2,333)                 -          (2,333) 
               (5,872)                 -          (5,872) 

Income before income taxes       28,204         (3,235)        24,969  

Current income taxes (expense) recovery        (1,365)                 -          (1,365) 
Deferred income taxes (expense) recovery              (6,532)                 -          (6,532) 
               (7,897)                 -          (7,897) 

Income and comprehensive income        $   20,307   $    (3,235)  $    17,072  

20.     EARNINGS PER SHARE: 
  

  Three Months Ended March 31 
      2016 2015 
Basic earnings per common share: 
Net income      $ 17,072   $ 15,989  
Weighted average number of common shares outstanding ('000s)         49,933      51,027  
Basic earnings per common share      $      0.34   $     0.31  

Diluted earnings per common share: 
Net income      $ 17,072   $ 15,989  
Weighted average number of common shares outstanding ('000s)     49,933      51,027  
Adjustments to average shares due to: 
   Share-based payment options and others               277           527  
Weighted average number of common shares outstanding ('000s)         50,210      51,554  
Diluted earnings per common share      $      0.34   $     0.31  
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21.   SUBSEQUENT EVENTS 
(a) In March 2016, Callidus’ Board of Directors (the “Board”) authorized a substantial issuer bid to 

purchase for cancellation up to 3,571,428 common shares at a purchase price of $14 per common 
share (the “Purchase Price”) for an aggregate purchase price not to exceed $50 million (the “Offer”).  
In April 2016, an issuer bid circular and related documents (the “Issuer Bid Circular”) in connection 
with the Offer was mailed to shareholders. 

(b) In May 2016, the Company received commitments from two syndicate lenders in the revolving credit 
facility to increase their respective commitments by US$37.5 million, increasing the existing facility 
to US$337.5 million in the aggregate.  Other terms of the facility are unchanged. 
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Form 52-109F2 
Certification of Interim Filings 

Full Certificate 
 
I, Newton Glassman, the Chief Executive Officer of Callidus Capital Corporation, acting in that capacity 
and without personal liability, certify the following: 

1. Review: I have reviewed the interim financial report and interim MD&A (together, the “interim 
filings”) of Callidus Capital Corporation (the “issuer”) for the interim period ended March 31, 
2016 

 
2.  No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the 

interim filings do not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances under which it was made, with respect to the period covered by the interim filings. 

 
3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim 

financial report together with the other financial information included in the interim filings fairly 
present in all material respects the financial condition, financial performance and cash flows of 
the issuer, as of the date of and for the periods presented in the interim filings.  

 
4. Responsibility: The issuer’s other certifying officer and I are responsible for establishing and 

maintaining disclosure controls and procedures (DC&P) and internal control over financial 
reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of 
Disclosure in Issuers’ Annual and Interim Filings, for the issuer. 

 
5. Design:  Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer’s other 

certifying officer(s) and I have, as at the end of the period covered by the interim filings 
 
(a)  designed DC&P, or caused it to be designed under our supervision, to provide reasonable 

assurance that  
 
(i) material information relating to the issuer is made known to us by others, 

particularly during the period in which the interim filings are being prepared; and 
 

(ii) information required to be disclosed by the issuer in its annual filings, interim 
filings or other reports filed or submitted by it under securities legislation is 
recorded, processed, summarized and reported within the time periods specified 
in securities legislation; and  

 
(b)  designed ICFR, or caused it to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with the issuer’s GAAP. 

 
5.1 Control framework:  The control framework the issuer’s other certifying officer and I used to 

design the issuer’s ICFR is the Internal Control – Integrated Framework (2013) published by 
The Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

 
5.2 ICFR – material weakness relating to design:  N/A 
 
5.3 Limitation on scope of design:  N/A 
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6. Reporting changes in ICFR: The issuer has disclosed in its interim MD&A any change in the 

issuer’s ICFR that occurred during the period beginning on January 1, 2016 and ended on March 
31, 2016 that has materially affected, or is reasonably likely to materially affect, the issuer’s 
ICFR.  

 
Date: May 11, 2016 
 
(signed) Newton Glassman 
 
Newton Glassman 
Chief Executive Officer 
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Form 52-109F2 
Certification of Interim Filings 

Full Certificate 
 
I, Dan Nohdomi, the Chief Financial Officer of Callidus Capital Corporation, acting in that capacity and 
without personal liability, certify the following: 

1. Review: I have reviewed the interim financial report and interim MD&A (together, the “interim 
filings”) of Callidus Capital Corporation (the “issuer”) for the interim period ended March 31, 
2016 

 
2.  No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the 

interim filings do not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances under which it was made, with respect to the period covered by the interim filings. 

 
3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim 

financial report together with the other financial information included in the interim filings fairly 
present in all material respects the financial condition, financial performance and cash flows of 
the issuer, as of the date of and for the periods presented in the interim filings.  

 
4. Responsibility: The issuer’s other certifying officer and I are responsible for establishing and 

maintaining disclosure controls and procedures (DC&P) and internal control over financial 
reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of 
Disclosure in Issuers’ Annual and Interim Filings, for the issuer. 

 
5. Design:  Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer’s other 

certifying officer(s) and I have, as at the end of the period covered by the interim filings 
 
(a)  designed DC&P, or caused it to be designed under our supervision, to provide reasonable 

assurance that  
 
(i) material information relating to the issuer is made known to us by others, 

particularly during the period in which the interim filings are being prepared; and 
 

(ii) information required to be disclosed by the issuer in its annual filings, interim 
filings or other reports filed or submitted by it under securities legislation is 
recorded, processed, summarized and reported within the time periods specified 
in securities legislation; and  

 
(b)  designed ICFR, or caused it to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with the issuer’s GAAP. 

 
5.1 Control framework:  The control framework the issuer’s other certifying officer and I used to 

design the issuer’s ICFR is the Internal Control – Integrated Framework (2013) published by 
The Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

 
5.2 ICFR – material weakness relating to design:  N/A 
 
5.3 Limitation on scope of design:  N/A 
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6. Reporting changes in ICFR: The issuer has disclosed in its interim MD&A any change in the 

issuer’s ICFR that occurred during the period beginning on January 1, 2016 and ended on March 
31, 2016 that has materially affected, or is reasonably likely to materially affect, the issuer’s 
ICFR.  

 
Date: May 11, 2016 
 
(signed) Dan Nohdomi 
 
Dan Nohdomi 
Chief Financial Officer 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Financial Position (Unaudited) 
(Expressed in thousands of Canadian dollars)  

 
  June 30, 2016 December 31, 2015 
Assets 
     Cash and cash equivalents  $        41,678   $         25,210  
     Income taxes receivable (note 11)             11,118                6,068  
     Derivative assets (note 15)                        -                1,310  
     Assets acquired from loans (note 6 and 17)             95,396            102,367  
     Loans receivable (note 5 and 6)          825,569            935,130  
     Derivative assets associated with loans (note 3 and 5)             32,000                        -  
     Deferred tax asset (note 11)               1,010              13,903  
     Guarantee asset (note 9)             14,336              34,755  
     Other assets               2,925                3,055  
   $   1,024,032   $    1,121,798  

Liabilities and Shareholders' Equity 
Liabilities: 
     Accounts payable and accrued liabilities (note 9)  $        20,619   $         19,208  
     Income and other taxes payable (note 11)                        -              15,413  
     Borrower deposits                  190                   142  
     Deferred facility fees               7,534              10,096  
     Derivative liabilities (note 15)               1,900                        -  
     Deferred tax liability (note 11)               2,384                        -  
     Revolving credit facility (note 8)          158,571            248,710  
     Senior debt (note 7)             46,951              45,279  
     Subordinated bridge facility, due to Catalyst (note 7)          260,799            291,479  

         498,948            630,327  
Shareholders' equity: 
     Share capital (note 10)          428,515            416,750  
     Contributed surplus (note 16)               5,572                8,843  
     Retained earnings             91,784              64,007  
     Accumulated other comprehensive (loss) income                 (787)               1,871  

         525,084            491,471  

Contingencies (note 13)                        -                        -  
   $   1,024,032   $    1,121,798  

 See accompanying notes to condensed consolidated interim financial statements. 
 
 
Approved on behalf of the Board: 
 
 
“Newton Glassman”                                        “Tibor Donath” 
Chairman and CEO                                            Director 

2281173

1196



 

4 

CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Changes in Equity (Unaudited) 
(Expressed in thousands of Canadian dollars) 

 
  Share Capital  Contributed Retained Accumulated Other   
  Amount Surplus Earnings Comprehensive Income Total 

 Balance, January 1, 2015  $      428,291   $       7,631   $    31,908   $                -    $ 467,830  

Net income                     -                    -         34,379                       -         34,379  

Shares issued              3,274          (2,279)                 -                       -              995  

Shares cancelled            (8,249)                   -         (5,816)                      -       (14,065) 

Stock options expense (note 16)                     -            2,306                  -                       -           2,306  

Balance, June 30, 2015  $      423,316   $       7,658   $    60,471   $                -    $ 491,445  

Balance, January 1, 2016  $      416,750   $       8,843   $    64,007   $          1,871   $ 491,471  

Net income                     -                    -         54,533                       -         54,533  

Dividends                     -                    -       (18,923)                      -       (18,923) 

  Shares issued            22,172          (4,403)                 -                       -         17,769  

Shares cancelled          (10,407)                   -         (7,833)                      -       (18,240) 

Stock options expense (note 16)                     -            1,132                  -                       -           1,132  

Other comprehensive loss                     -                    -                  -             (2,658)        (2,658) 

Balance, June 30, 2016  $      428,515   $       5,572   $    91,784   $           (787)  $ 525,084  

See accompanying notes to condensed consolidated interim financial statements. 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Cash Flows (Unaudited) 
(Expressed in thousands of Canadian dollars)  
 

  
Three Months Ended June 30 Six Months Ended June 30 

  2016 2015 2016 2015 
Cash provided by (used in): 
Operating activities: 
     Income for the period  $   37,461   $   18,390   $  54,533   $  34,379  
     Items not involving cash: 
           Stock options expense             597          1,130          1,132         2,306  
           Provision for loan losses       14,354          3,215        22,204         2,800  
     Change in non-cash operating items: 
           Change in loans receivable, net of repayments       75,322      (96,158)       87,357    (108,632) 
           Derivative assets associated with loans     (32,000)                 -      (32,000)           466  
           Income taxes receivable        (6,232)                 -        (5,050)                -  
           Deferred taxes         8,745           (400)       15,277             (76) 
           Assets acquired from loans     (61,669)       (5,591)         6,971      (68,194) 
           Guarantee asset        (7,093)       (4,519)       20,419        (5,347) 
           Other assets             (30)       (1,036)            130           (943) 
           Accounts payable and accrued liabilities         2,806        (4,671)         5,986        (5,294) 
           Deferred facility fees           (749)         1,115        (2,562)        1,646  
           Derivative liabilities         3,005        (1,316)         3,210         2,260  
           Income and other taxes payable     (13,615)     (24,705)     (15,413)     (18,356) 
           Borrower deposits             114             (84)               48           (125) 
           Other           (408)                 -        (2,785)                -  
        20,608    (114,630)    159,457    (163,110) 
Financing activities: 

     Dividends        (4,498)                 -        (7,528)                -  
     Net (repayment) draw on revolving credit facility     (34,047)     (29,820)     (90,139)      51,423  
     Change in senior debt               47                 9          1,672              47  
     Issuance of share capital         1,897             995          1,925            995  
     Repurchase of share capital     (18,239)     (14,065)     (18,239)     (14,065) 
     Net draw (repayments) on subordinated bridge facility       41,054      128,117      (30,680)    104,741  

    (13,786)       85,236    (142,989)    143,141  

Increase (decrease) in cash and cash equivalents         6,822      (29,394)       16,468      (19,969) 

Cash and cash equivalents, beginning of period       34,856        69,061        25,210       59,636  
Cash and cash equivalents, end of period  $   41,678   $   39,667   $  41,678   $  39,667  

Cash and cash equivalents is composed of the following: 
     Cash  $   39,778   $   37,407   $  39,778   $  37,407  
     Restricted cash         1,900          2,260          1,900         2,260  
   $   41,678   $   39,667   $  41,678   $  39,667  

 
See accompanying notes to condensed consolidated interim financial statements.
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CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three and Six Months Ended June 30, 2016 and 2015 
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1. REPORTING ENTITY: 
Callidus Capital Corporation ("Callidus" or the “Company”) is a company domiciled in Canada and was 
incorporated under the Business Corporations Act (Ontario). These condensed consolidated interim financial 
statements comprise Callidus and its subsidiaries (together referred to as the “Company”). The Company 
operates a specialty finance business that provides senior secured asset-based loans and lending services to 
mid-market companies operating in Canada and the United States.  Callidus is headquartered in Toronto, 
Ontario, Canada.  The Company is registered as an investment fund manager and an exempt market dealer 
with the Ontario Securities Commission (“OSC”). 

 
2. BASIS OF PRESENTATION: 

(a) Statement of Compliance: 
These condensed consolidated interim financial have been prepared in accordance with IAS 34, Interim 
Financial Reporting. 

The condensed consolidated interim financial have been approved for issue by the Board of Directors on 
August 4, 2016. 

(b) Basis of Measurement: 
The condensed consolidated interim financial statements have been prepared on a historical cost basis 
except for derivative instruments which are measured at fair value. 

(c) Functional and Presentation Currency: 
These condensed consolidated interim financial statements are presented in thousands of Canadian 
dollars, which is also the Company's functional currency.   

(d) Use of Estimates and Judgments: 
The preparation of the condensed consolidated interim financial statements in conformity with IFRS 
requires management to make judgments, estimates and assumptions that affect the application of 
accounting policies and the reported amounts of assets, liabilities, income and expenses.  Actual results 
may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting 
estimates are recognized in the period in which the estimates are revised and in any future periods 
affected. 

Significant areas of estimation uncertainty and critical judgments in applying accounting policies that 
have the most significant effect on the amounts recognized in the condensed consolidated interim 
financial statements include the allowance for loan losses, measurement of separated embedded 
derivatives including options, derecognition and the Company's assessment of consolidation under IFRS 
10, Consolidated Financial Statements, of certain loans in its loan portfolio. 

 

2311176

1199



CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three and Six Months Ended June 30, 2016 and 2015 
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3.        SIGNIFICANT ACCOUNTING POLICIES: 
These condensed consolidated interim financial statements have been prepared in accordance with IAS 34. 
They should be read in conjunction with the 2015 Audited Financial Statements. The significant accounting 
policies used in the preparation of these condensed interim consolidated financial statements are consistent 
with those described in note 3 to the Company’s 2015 Audited Financial Statements.  
(a) Change in Accounting Policies: 

i. Embedded Derivatives 
Derivatives embedded in other financial instruments or host contracts, such as certain yield 
enhancements, are treated as separate derivatives when their economic characteristics and risks 
are not closely related to those of the host contract, a separate instrument with the same terms as 
the embedded derivative would meet the definition of a derivative and the combined contract is 
not accounted for at fair value through profit or loss. 
 
Embedded derivatives that must be separately accounted for are recorded at fair value in the 
Consolidated Statement of Financial Position with changes in fair value recognized in in the 
Consolidated Statement of Income. 
 

4. FUTURE ACCOUNTING DEVELOPMENTS: 
(a) Financial Instruments (IFRS 9): 

IFRS 9 (2014) addresses classification and measurement of financial assets and liabilities, including 
impairment of financial assets, and hedge accounting.  Under this standard, financial assets are 
classified and measured based on the business model in which they are held and the characteristics of 
their contractual cash flows.  The accounting model for financial liabilities is largely unchanged from 
IAS 39 except for the presentation of the impact of own credit risk on financial liabilities designated at 
fair value through profit or loss account.  The new impairment model is an expected loss model as 
against an incurred loss model in IAS 39.   

IFRS 9 is mandatorily effective for annual periods beginning on or after January 1, 2018.  The 
Company is in the process of evaluating the impact of IFRS 9 on the Company’s financial statements. 
 

(b) Revenue from Contracts with Customers (IFRS 15): 
The IASB issued IFRS 15, Revenue from Contracts with Customers, which is effective for fiscal years 
beginning on January 1, 2018 and is available for early adoption.  IFRS 15 will replace IAS 11, 
Construction Contracts, IAS 18, Revenue, IFRIC 13, Customer Loyalty Programs, IFRIC 15, 
Agreements for the Construction of Real Estate, IFRIC 18, Transfer of Assets from Customers, and SIC 
31, Revenue – Barter Transactions Involving Advertising Services. 

The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time.  The model features a contract-based five-step 
analysis of transactions to determine whether, how much and when revenue is recognized.  New 
estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing 
of revenue recognized. 

The Company is in the process of evaluating the impact of IFRS 15 on the Company’s financial 
statements. 
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CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three and Six Months Ended June 30, 2016 and 2015 
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(c) Annual Improvements to IFRS: 
On September 25, 2014 the IASB issued narrow-scope amendments to a total of four standards as part 
of its annual improvements process. The amendments will apply for annual periods beginning on or 
after January 1, 2016. Earlier application is permitted, in which case, the related consequential 
amendments to other IFRSs would also apply. Amendments were made to clarify the following: 

• Changes in method for disposal under IFRS 5, Non-current Assets Held for Sale and Discontinued 
Operations; 

• “Continuing involvement” for servicing contracts and offsetting disclosures in financial statements 
under IFRS 7, Financial Instruments: Disclosures; 

• Discount rate in a regional market sharing the same currency under IAS, 19 Employee Benefits;  
• Disclosure of information “elsewhere in the financial report” under IAS 34, Financial Reporting. 

The Company has determined that the impact of the amendments is not material to the financial 
statements. 

 
5.        LOANS RECEIVABLE AND ASSOCIATED DERIVATIVE ASSETS: 

Loans and advances to customers are measured at amortized cost, which is net of allowance for loan losses. 
Certain yield enhancements are measured at fair value. 

Total loans receivables and the associated derivative assets are as follows: 

  June 30, 2016 December 31, 2015 

Loans receivable  $    825,569   $    935,130  
Derivative assets associated with loans           32,000                    -  
   $    857,569   $    935,130  

The contractual maturity of loans receivables is as follows: 
Contractual Maturity June 30, 2016 December 31, 2015 

0 - 3 months  $    362,175   $    573,060  
4 - 6 months         108,489           92,562  
7 - 12 months           65,237         111,357  
13 months or more         289,668         158,151  
    

   $    825,569   $    935,130  

The loans can be prepaid subject to prepayment penalties.  The total credit facilities before derecognition 
available to borrowers subject to borrowing base availability at June 30, 2016 were $1,497,089 (December 
31, 2015 - $1,645,298). Of the total loan balance noted in the table above, $391,826 related to watch-list 
loans (December 31, 2015 - $292,229) and was subject to the Catalyst guarantee (note 9(c)).   

The loans receivable earn interest at fixed rates.  For the current year-to-date period, the loan portfolio 
generated a blended gross yield, including all interest and fees of approximately 20% (2015 – 19%).  The 
loans are generally senior secured credit facilities with revolving and non-revolving facilities secured by a 
first charge on substantially all of the borrowers' assets. 
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CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three and Six Months Ended June 30, 2016 and 2015 
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6. LOAN LOSS ALLOWANCE: 
As at June 30, 2016, the Company has an allowance for loan losses of $61,052 (December 31, 2015 - 
$43,307), which is offset against loans receivable on the consolidated statements of financial position.   

  June 30, 2016 December 31, 2015 
Allowance for loan losses 
Balance, beginning of period  $   43,307   $   29,139  
Changes for the period: 
     Specific individual loan loss provisions       22,204        38,215  
     Collective allowances                   -        (2,562) 
     Provision related to assets acquired from loans        (4,459)     (10,169) 
Write-offs for the period:                   -      (11,316) 
Ending allowance for loan losses  $   61,052   $   43,307  
Impairment on assets acquired from loans 
Balance, beginning of period  $   13,169   $           -   
Changes for the period: 
     Impairment classified as allowance for loan losses          4,459        10,169  
     Provision related to assets held for sale          3,453          3,000  
Write-offs for the period:      (13,169)                 -  
Ending allowance for impairment on assets acquired from 
loans 

 $     7,912   $   13,169  
Balance, end of period  $   68,964   $   56,476  

The specific loan loss provisions of $22,204 related to watch-listed loans relate to a pool of loans with gross 
loans receivables of $180,543. 

In March 2016, as approved by the independent members of the Board, the Company required payment by 
the Catalyst Funds of a guarantee (as described in note 9(c)) with respect to the Company’s assets held for 
sale in an amount equal to the total outstanding principal plus accrued and unpaid interest of $101.3 million. 
The Catalyst Funds acquired the assets in question for an amount equal to the guarantee and are now the 
owners of the business and are actively restructuring it. As a result of the transaction, the impairment 
associated with the asset held for sale was written off in the current year.   

7.        TERM DEBT:  
  June 30, 2016 December 31, 2015 
      

Senior debt  $         47,116   $         45,555  
Less: associated transaction costs                  (165)                (276) 
               46,951              45,279  
Subordinated bridge facility, due to Catalyst           260,799            291,479  
   $       307,750   $       336,758  

The amounts due on the senior debt represent a senior secured non-revolving term loan for $50 million.  The 
loan matures March 31, 2017, and bears a fixed rate of interest of 8.419% which was based on Government 
of Canada bond rate at the time of issuance plus 5.75%.  The loan has a first priority charge over a portion of 
the assets of the Company.  The Company was in compliance with its financial covenants at June 30, 2016 
and December 31, 2015. 

The Company paid $584 in transaction costs in 2011 and an additional $169 in 2014 associated with the 
senior debt, which have been deferred and are being amortized into interest expense over the term of the 
loan using the effective interest rate method.    
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In December 2014, the Company obtained a US$200 million revolving unsecured subordinated bridge 
facility from Catalyst.  The facility carries an interest rate of 8% per annum plus an annual fee equal to 1.5% 
of the maximum amount available under the facility and a standby fee equal to 1% per annum of undrawn 
amounts.  The facility matures April 30, 2017 and can be repaid in full by the Company at any time without 
penalty.  In September 2015, the Company increased the amount of its revolving unsecured subordinated 
bridge facility by US$50 million to US$250 million. 

 
8.        REVOLVING CREDIT FACILITY: 

The Company has a US$337.5 million revolving credit facility (the “revolving credit facility”) to finance a 
portion of the loan portfolio pledged by a special purpose financing vehicle wholly-owned by Callidus. The 
revolving credit facility may be drawn in either Canadian or U.S. dollars and provides for an aggregate of 
US$281.25 million of Class A loans and US$56.25 million of Class B loans. The Class A loans and the 
Class B loans (together the “Loans”) are subject to borrowing base availability dependent on certain eligible 
loans receivable balances approved by the lender.  

The Loans are also subject to a minimum utilization of 50%, measured quarterly and bear interest at an 
applicable base rate (bankers’ acceptance for Canadian dollar loans and LIBOR for U.S. dollar loans) plus a 
margin of 2.75% and 6.25% for the Class A Loans and Class B Loans, respectively.  

The revolving credit facility matures January 15, 2019, and contains a two-year revolving period, followed 
by a two-year amortization period. The revolving period may be extended subject to lender approval. 
Additionally, there is a non-call period to the end of the revolving period. If Callidus has requested an 
extension to the facility and the lender has denied the request, the facility may be repaid in full without 
penalty. 

In January 2015, the Company increased the amount of its revolving credit facility by US$62.5 million to 
US$262.5 million in the aggregate.  In April 2015, the Company increased the amount of the revolving 
credit facility by a further US$37.5 million to US$300 million in the aggregate. In May 2016, the Company 
increased the amount of the revolving credit facility by a further US$37.5 million to US$337.5 million in the 
aggregate.   

The Company was in compliance with its financial covenants at June 30, 2016 and December 31, 2015. 
 
9.        RELATED PARTY TRANSACTIONS: 

The following transactions have occurred between the Company and its related parties other than as noted 
elsewhere in these financial statements. 

 (a) Relationships: 
The Catalyst Capital Group Inc. (“CCGI”) and funds managed by it (collectively "Catalyst") own 
approximately 64.0% of the issued and outstanding shares of the Company as at June 30, 2016. 

The Chief Executive Officer of Catalyst, Newton Glassman, is the Chief Executive Officer, Chair of the 
Board of Directors and Chair of the Credit Committee of the Company. 

 (b)  Catalyst Participation Interest: 
In connection with the initial public offering of the Company’s shares in 2014 (the “Offering”), and 
repayment of the Catalyst debenture at that time, Catalyst Fund IV obtained an approximate 18% 
undivided interest at the time of the Offering in the loan portfolio of the Company.  The participation 
agreement provided that the Company was not entitled to the risks or rewards related to Catalyst Fund 
IV’s participation interest in the loan portfolio. Consequently, the portion of the loans corresponding to 
Catalyst Fund IV’s participation interest was derecognized from the financial statements during fiscal 
2014.  
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The participation agreement also provided that in the event that Catalyst Fund IV wished to sell its 
participation interest in the loan portfolio, the Company had the option to acquire all or part of Fund 
IV’s participation interest in the loan portfolio at par plus accrued interest and fees. In December 2014, 
the Company acquired all of the Fund’s participation interest in the loan portfolio at par plus accrued 
interest and fees in exchange for issuance of 2,335,357 common shares of the Company, at a price of 
$21.41 per common share, as well as a cash payment of approximately $821 as a post-closing 
adjustment for foreign exchange.   

The agreements entered into at the time of the Offering also permit other Catalyst Funds to participate 
in the Company’s loan portfolio in the future within certain limits generally determined based upon the 
Company’s available capital.  In the event that other Catalyst funds participate, similar arrangements are 
in place in the agreement providing the Company with the option to purchase such participations on the 
same terms in the event that the Funds wish to sell and with respect to guarantees as described below.   

In accordance with the terms of the participation agreement, entered into in connection with Callidus' 
initial public offering, effective April 2015, Catalyst Fund V began to participate in the funding of new 
loans originated by Callidus.  This provides Callidus with access to additional funds to fund the 
expansion of the Company’s loan portfolio (note 19). 

(c) The Catalyst Guarantees: 
In connection with the repayment of the Catalyst debenture at the time of the Offering, the Catalyst 
Funds (the “Funds”) agreed to guarantee any losses incurred by the Company on loans in the portfolio 
at the time of the Offering.  The guarantee covers losses of principal incurred by the Company on 
certain specified loans until fully realized (“watch-list loans”). Watch-list loans are identified by 
management as subject to heightened monitoring due to the financial condition of the borrowers. All 
other loans in the portfolio at the time of the Offering were also guaranteed for any losses of principal 
until such time as the loans were renewed by the Company at their next scheduled credit review.    

As noted above, in December 2014, the Company acquired all of the Funds’ participation interest, 
outstanding at the time, in the loan portfolio at par plus accrued interest and fees.  The participation 
agreement also provided that in the event that the Company purchased Catalyst Fund IV’s participation 
interest, Fund IV agreed to provide a guarantee that covered Catalyst's percentage ownership interest in 
the relevant loans at the time of the acquisition.  The guarantee covers losses of principal until fully 
realized on watch-list loans at the time of acquisition and losses of principal on all other loans until such 
loans are renewed at the next scheduled review.    

Neither guarantee generally applies to accrued and unpaid interest.  The Company normally requires 
that its borrowers agree to a cash sweep arrangement so that their cash will be subject to the Company’s 
control.  The Company and Catalyst have agreed that the Company will operate the cash sweep so that 
the first application of a borrower's cash will be to currently due accrued and unpaid interest and fees 
and secondly to principal and any other amounts due.  These cash sweep arrangements are intended to 
minimize losses in relation to interest and fees. 

As at June 30, 2016, the Company recorded a guarantee asset of $14,336 related to the Catalyst 
guarantee.  During the year-to-date period, $26,483 (2015 – $10,916) was received under the Catalyst 
guarantee. 

 (d) Other Transactions during the Period: 
During the three and six months period ended June 30, 2016, commitment fees of $1,262 and $2,491 
(2015 - $919 and $1,833), respectively, were paid or accrued to Catalyst.  Interest expense also includes 
$5,002 and $11,261 (2015 - $2,654 and $4,989), respectively, paid and accrued to Catalyst.  All 
transactions are in the normal course of operations and are measured at the exchange amount, which is 
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the amount of consideration established and agreed to by the related parties. As at June 30, 2016, 
accounts payable and accrued liabilities included $8,025 (December 31, 2015 - $1,689) representing the 
unpaid portion of net income due to the Fund’s participation interest in the loan portfolio (note 19).  

In March 2016, as approved by the independent members of the Board, the Company required payment 
by the Catalyst Funds of a guarantee with respect to the Company’s assets held for sale. The Catalyst 
Funds acquired the loan in question for an amount equal to the guarantee and are now the owners of the 
business and are actively restructuring it. The Company primarily used the proceeds from the guarantee 
to repay a portion of the balance outstanding under the subordinated bridge facility. 

 (e)  Key Management Personnel Compensation: 
No compensation is paid by the Company to its Chief Executive Officer.  Other key management 
personnel compensation comprised the following:  

Three Months Ended June 30 Six Months Ended June 30 
  2016 2015 2016 2015 
Short-term employee benefits  $     737   $     651   $   1,474   $ 1,302  
Share-based payments          167          341           326         682  
   $     904   $     992   $   1,800   $ 1,984  

 
10.     SHARE CAPITAL: 

    June 30, 2016   December 31, 2015 
  Shares  Amount  Shares  Amount  
Common shares outstanding, beginning of year   49,354,355   $ 416,750    51,026,754   $    428,291  
Issue of common shares     2,072,952         22,172         888,997           10,011  
Purchase and cancellation of common shares    (1,118,902)      (10,407)   (2,561,396)        (21,552) 
Common shares outstanding, end of year 50,308,405  $ 428,515  49,354,355  $    416,750  

In August 2015, the Company adopted a dividend policy pursuant to which the Company would declare and 
pay quarterly cash dividends to holders of its outstanding common shares of record as of the close of 
business on the last business day of each calendar quarter.  In addition, the Company implemented a 
dividend reinvestment plan (“DRIP”) pursuant to which eligible shareholders may elect to automatically 
reinvest their cash dividends payable in respect of the common shares to acquire additional common shares.  
During the current year-to-date period, 1.5 million shares were granted to those who elected to participate in 
the DRIP. Catalyst elected to participate in the DRIP on 100% of their shareholdings of the Company and, 
therefore, received 1.4 million shares in consideration of the dividend.  Cash outflow during the year-to-date 
period for the dividend was $7.5 million.  In April 2016, the Company adopted a dividend policy pursuant to 
which it would declare and pay monthly dividends in lieu of quarterly dividends and at the annual rate as 
was previously the case.  In May 2016, the Company increased the amount of its aggregate annual dividend 
to $1.00 per share. A dividend of $4.2 million was accrued as at June 30, 2016 as it is payable to 
shareholders of record as at June 30, 2016. 

In March 2016, Callidus’ Board of Directors (the “Board”) authorized a substantial issuer bid to purchase 
for cancellation up to 3,571,428 common shares at a purchase price of $14 per common share (the “Purchase 
Price”) for an aggregate purchase price not to exceed $50 million (the “Offer”).  In April 2016, an issuer bid 
circular and related documents (the “Issuer Bid Circular”) in connection with the Offer was mailed to 
shareholders. In June 2016, the Board authorized an increase to the purchase price under the Offer from 
$14.00 per share to $15.50 per share. Under the revised Offer, the aggregate maximum purchase price 
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payable by Callidus is $55.4 million.  During the current year-to-date period, 1.1 million shares were 
purchased and cancelled under the revised Offer. 

 
11.      INCOME TAXES:  

Components of deferred tax liabilities: 
  June 30, 2016 December 31, 2015 
Deferred tax assets: 
Deferred financing fees  $       1,996   $           2,675  
Allowance for loan losses           5,611              17,501  
Financing costs              190                   113  
Deferred share issue costs           2,533                3,040  

        10,330              23,329  
Deferred tax liabilities: 
Leasehold improvements               (21)                  (20) 
Recovery under the Catalyst guarantee         (3,273)             (9,406) 
Derivative assets associated with loans         (8,410)                       -  
Total recognized deferred tax asset (liability)  $     (1,374)  $         13,903  

 
12.      FAIR VALUES OF FINANCIAL INSTRUMENTS: 

Fair values and carrying values of financial instruments: 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date and in the principal market, or in its 
absence, the most advantageous market to which the Company has access.  The fair value of a liability 
reflects its non-performance risk.  Some of the Company's financial instruments lack an available trading 
market.  As such, the fair values of such instruments are based on estimates using discounted cash flows and 
other valuation techniques.  The fair values derived from such valuation techniques are significantly affected 
by the assumptions used to determine discount rates and the amount and timing of future cash flows.  Due to 
this estimation process and the need to use judgment, the aggregate fair value amounts should not be 
interpreted as being necessarily realizable in an immediate settlement of the financial instruments. 

The amounts in the following table represent the fair values and fair value hierarchy of all the financial 
instruments carried on the Company's consolidated statements of financial position: 
 

      June 30, 2016     December 31, 2015   

  Fair Value 
Carrying 

Value 
Fair Value 

Over Carrying Fair Value 
Carrying 

Value 
Fair Value Over 

Carrying 
Fair Value 
Hierarchy 

Assets 

Cash and cash equivalents  $   41,678   $       41,678   $          -    $    25,210   $  25,210   $          -   1 
Loans receivable     825,569          825,569               -        935,130     935,130               -   3 
Derivative assets 
associated with loans        32,000            32,000               -                    -                 -               -   2 
Derivative assets                 -                      -                -            1,310         1,310               -   2 
Guarantee asset        14,336            14,336               -          34,755       34,755               -   3 
   $ 913,583   $    913,583   $          -    $  996,405   $996,405   $          -     
Liabilities                                         
Accounts payable and 
accrued liabilities  $   20,619   $       20,619   $          -    $    19,208   $  19,208   $          -   2 
Derivative liabilities          1,900              1,900               -                    -                 -               -   2 
Revolving credit facility     158,571          158,571               -        248,710     248,710               -   3 
Senior debt        46,951            46,951               -          45,279       45,279               -   3 
Subordinated bridge 
facility, due to Catalyst     260,799          260,799               -        291,479     291,479               -   3 

   $ 488,840   $    488,840   $          -    $  604,676   $604,676   $          -     
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The above table categorizes financial instruments recorded at fair value on the consolidated statements of 
financial position into one of the three fair value hierarchy levels: 

• Level 1 - fair values are based on unadjusted quoted prices from an active market for identical assets or 
liabilities; 

• Level 2 - fair values are based on inputs other than quoted prices that are directly or indirectly 
observable in an active market; and 

• Level 3 - fair values are based on inputs not observable in the market.  

There were no transfers between levels during the period. The fair value hierarchy levelling is applicable for 
all periods.  

The following methods and assumptions are used to estimate the fair values of financial instruments: 

(i) The carrying value of cash and cash equivalents, revolving and non-revolving credit facilities, assets 
held for sale, the guarantee asset and accounts payable and accrued liabilities is a reasonable 
approximation of fair value because these instruments are either short-term in nature or re-priced to 
current market rates frequently. 

 (ii) The fair value of the loan portfolio is determined by aggregating the present value of the discounted 
cash flows factoring current interest rates and estimates of credit risk.  Discount rates used to determine 
the fair value of loans range between 6.0% and 35.0%. 

(iii) Fair values of derivative instruments are determined using pricing models, which take into account 
current market and contractual prices of underlying instruments, as well as time value and yield curve 
underlying the positions, which are observable.  Accordingly, such instruments are classified in Level 2 
of the fair value hierarchy. 

13. CONTINGENCIES: 
In the normal conduct of its lending operations, there are sometimes pending claims against the Company 
relating to its collateral.  Litigation is subject to many uncertainties and the outcome of individual matters is 
not predictable with assurance.  In the opinion of management, based on the advice and information 
provided by its legal counsel, final determination of any litigation exposure has been factored into the 
Company's loan loss provisioning.  There are no other types of claims against the Company which are 
expected to materially affect the Company's consolidated financial position or consolidated results of 
operations. 

14. FINANCIAL RISK MANAGEMENT: 
The Company's exposure to risks associated with financial instruments includes currency risk, interest rate 
risk, liquidity risk and credit risk. 

(a) Currency Risk: 
The Company is exposed to financial risks as a result of exchange rate fluctuations and the volatility of 
these rates.  This exposure is the result of indebtedness and related interest expense denominated in U.S. 
dollars, as well as assets and liabilities that will be settled in U.S. dollars.  The Company has entered 
into foreign exchange forward contracts to mitigate this risk (note 15). 

A change of 1% in the value of the Canadian dollar as compared to the U.S. dollar would result in an 
immaterial change to the Canadian equivalent amount of U.S. dollar foreign exchange exposure as at 
June 30, 2016 as the gain or loss on translation is offset by the mark-to-market value of the foreign 
exchange forward contracts. 
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(b) Interest Rate Risk: 
The Company is exposed to interest rate risk as it earns interest on its loans receivable and pays interest 
on its revolving credit facility and on its senior debt.   

The Company's loans receivable primarily bear interest at fixed rates, as do the Company's senior debt 
and subordinated bridge facility.  Any changes in interest rate indices will not have an impact on the 
Company's interest income and related expenses on these financial instruments.  

The Company's revolving credit facility is exposed to changes in interest rate indices.  The Company 
continues to monitor this interest rate gap.    

(c) Liquidity Risk: 
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated 
with its financial liabilities that are settled by delivering cash or another financial asset.   

The Company manages its liquidity risk by monitoring its operating requirements.  The Company 
prepares budget and cash forecasts to ensure it has sufficient funds to fulfill its obligations and actively 
pursues new sources of funding to meet liquidity needs.   

(d) Credit Risk: 
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations, and arises principally from the Company's loans and 
advances to its borrowers.  

The Company adheres to a credit evaluation process and requires collateral to support the loan. 

The Company actively monitors each loan, as appropriate depending on the risks. In most cases, the 
Company maintains control of the borrower’s deposit account through the use of blocked accounts, 
which facilitate loan repayment and reduce the risk of fraud. In structuring its loans, the Company 
generally relies on collateral such as inventory, receivables and fixed assets, and on enterprise value and 
other non-working capital assets, such as intellectual property of the borrower.  Financial results and 
collateral values are regularly monitored against business plans and industry trends. Frequent meetings 
with the borrowers’ management are combined with regular field audits.  Third party collateral 
appraisers generally confirm initial inventory and fixed asset values and professional restructuring 
advisors are involved, as necessary.  This system of collateral monitoring and management contact 
mitigates risk by acting as an early warning system of potential credit issues. Early detection of issues 
ensures that proactive remedies can be implemented. 

The net carrying amount of all loans is at least 100% collateralized as of June 30, 2016. 

15.      DERIVATIVES HELD FOR RISK MANAGEMENT: 
The table below analyzes derivatives held for risk management purposes by type of instrument. 

  Notional Amount* Fair Value Asset (Liability) 

  June 30, 2016 December 31, 2015 June 30, 2016 December 31, 2015 

Foreign exchange forward contracts  $     132,000   $   135,000   $  (1,900)  $        1,310  

*Amounts in thousands of U.S. dollars; all of the Company's forward contracts mature within 30 days of period end. 
 
16. SHARE-BASED PAYMENTS: 

The Company grants stock options which vest evenly over a three-year period and are exercisable up to 10 
years from the date of grant.  As approved by the directors, a total of 10% of the total issued and outstanding 
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common shares of the Company have been reserved for issuance under the plan of which 4% have been 
awarded and remain outstanding as at .  

The value of these options is recognized on a graded vesting basis except where the employee is eligible to 
retire prior to a tranche's vesting date, in which case the value is recognized between the grant date and the 
date the employee is eligible to retire. 

The amount recorded in contributed surplus as at June 30, 2016 was $5,572 (December 31, 2015 - $8,843).  
For the three and six months ended June 30, 2016, an expense of $597 and $1,132 (2015 - $1,130 and 
$2,306), respectively, was recorded in the consolidated statements of income and comprehensive income. As 
at June 30, 2016, future unrecognized compensation cost for non-vested stock options was $2,398 
(December 31, 2015 - $3,129), which is to be recognized over a weighted average period of 1.9 years 
(December 31, 2015 - 2.3 years). 

Significant assumptions used in valuing the options include a volatility rate of 40%, a dividend rate of 4.0%, 
an expected life assumption of 10 years, and a risk-free rate of 1.48%.   

The following table summarizes the weighted average exercise prices and the weighted average remaining 
contractual life of the balances of stock options outstanding at June 30, 2016.  

  Options Outstanding Options Exercisable 

Exercise Price ($) Options 

Weighted Average 
Remaining Contractual 

Life (Years) 
Weighted Average 
Exercise Price ($) Options 

Weighted 
Average Exercise 

Price ($) 
$3.41  100,239              6.50   $        3.41  100,239  $3.41  
$7.99  116,847              9.56             7.99                   -                   -  
$8.03  1,190,000              9.46             8.03                   -                   -  
$13.54  66,422              9.80           13.54                   -                   -  
$14.00  17,743              9.89           14.00                   -                   -  
$14.85  17,070              9.97           14.85                   -                   -  
$16.89  724,286              8.47           16.89  241,427           16.89  
  2,232,607              9.03   $      10.96  341,666   $      12.94  

For the year-to-date period ended June 30, 2016, 71,298 (2015 – nil) options were cancelled and forfeited. 
  

17.        ASSETS ACQUIRED FROM LOANS: 
The table below summarizes the assets acquired from loans: 

      

      June 30, 2016 December 31, 2015 

Assets held for sale  $             -    $    66,787  
Businesses acquired            95,396         35,580  
       $   95,396   $  102,367  

 
(a) Assets Held for Sale: 

In January 2015, one of the Company's borrowers emerged from formal restructuring proceedings in 
Canada and the U.S. as a going concern. As a result and under the terms of its secured creditor 
agreement, the Company gained control of the business of the borrower and had presented the net assets 
and liabilities of the business as assets held for sale.  

In March 2016, as approved by the independent members of the Board, the Company required payment 
by the Catalyst Funds of a guarantee (as described in note 9(c)) with respect to the Company’s assets 
held for sale in an amount equal to the total outstanding principal plus accrued and unpaid interest of 
$101.3 million. The Funds acquired the loan in question for an amount equal to the guarantee and are 

2411186

1209



CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three and Six Months Ended June 30, 2016 and 2015 
   

 

17 

now the owners of the business and are actively restructuring it. The Company primarily used the 
proceeds from the guarantee to repay a portion of the balance outstanding under the subordinated bridge 
facility.     

 
  Three Months Ended June 30 Six Months Ended June 30 
  2016 2015 2016 2015 
Net loss from operations of assets held for sale  $            -    $ (1,499)  $    (1,417) $    (2,923) 
Provision related to assets held for sale                  -               -                    -                   -  
Recovery under the Catalyst guarantee                  -       1,499           1,417           2,923  
   $              -   $          -   $               -   $              -  

 
(b) Businesses Acquired: 

In November 2015, one of the Company's borrowers emerged from formal restructuring proceedings in 
the U.S. as a going concern. In May 2016, one of the Company's borrowers emerged from formal 
restructuring proceedings in Canada as a going concern.  In both instances, as a result and under the 
terms of its secured creditor agreement, the Company gained control of the operating assets of both 
borrowers and has presented the net assets and liabilities of these operating assets as businesses 
acquired.   

An amount of $6,196 was recorded in the statement of comprehensive income representing the net loss 
from the businesses acquired for the current year-to-date period. 

As at June 30, 2016, the significant assets and liabilities of the businesses acquired consisted of the 
following: 

 

        June 30, 2016 
Significant assets: 
   Accounts receivable  $    2,990  
   Inventory         5,119  
   Other assets      14,788  
   Machinery & equipment      24,469  
   Land & building      17,392  
   Goodwill      26,995  
Significant liabilities: 
   Accounts payable and accrued liabilities       $565  

 
18.      CAPITAL REQUIREMENTS: 

The Company is required to maintain minimum excess working capital as prescribed by the OSC.  At June 
30, 2016 and December 31, 2015, the Company was in compliance with the OSC's requirement to maintain 
minimum capital of $100.   

2421187

1210



CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three and Six Months Ended June 30, 2016 and 2015 
   

 

18 

19.     TRANSFERS OF FINANCIAL ASSETS: 
As described in note 9, in connection with the Offering, the Company, CCGI, and certain funds managed by 
CCGI entered into a participation agreement.  Accordingly, effective April 2015, Catalyst Fund Limited 
Partnership V (“Catalyst Fund V”) began to participate in the funding of new loans originated by Callidus. 
The tables below provide a summary of the impact of derecognition on the Company’s financial statements. 

Statement of Financial Position 

As at June 30, 2016 Before Derecognition 
Effect of 

Derecognition 
After 

Derecognition 
Cash and cash equivalents  $      41,678   $                -   $      41,678  
Income taxes receivable          11,118                     -           11,118  
Assets acquired from loans          95,396                     -           95,396  
Loans receivable        997,006        (171,437)        825,569  
Derivative assets associated with loans          32,000                     -           32,000  
Deferred tax asset            1,010                     -              1,010  
Guarantee asset          15,095               (759)          14,336  
Other assets            2,925                     -              2,925  
   $ 1,196,228   $   (172,196)  $1,024,032  

Accounts payable and accrued liabilities(1)  $      12,594   $        8,025   $      20,619  
Deferred tax liability            2,384                     -              2,384  
Borrower deposits               190                     -                 190  
Deferred facility fees            7,534                     -              7,534  
Derivative liabilities            1,900                     -              1,900  
Due to Catalyst Fund Limited Partnership V        145,762        (145,762)                      -  
Revolving credit facilities        177,126          (18,555)        158,571  
Senior debt          49,835            (2,884)          46,951  
Subordinated bridge facility, due to Catalyst        266,360            (5,561)        260,799  

       663,685        (164,737)        498,948  

Share capital        428,515                     -         428,515  
Contributed surplus            5,572                     -              5,572  
Retained earnings          99,243            (7,459)          91,784  
Accumulated other comprehensive loss             (787)                    -               (787) 
         532,543            (7,459)        525,084  
   $ 1,196,228   $   (172,196)  $1,024,032  

(1) Payable recognized pertains to the derecognized income owed to Catalyst Fund V as a result of the participation interest. 
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Statement of Comprehensive Income 
Three Months Ended June 30, 2016 Six Months Ended June 30, 2016 

  Consolidated 
Effect of 

Derecognition 
After 

Derecognition Consolidated 
Effect of 

Derecognition 
After 

Derecognition 

Interest  $  46,120   $    (6,223)  $    39,897   $   97,953   $  (10,962)  $ 86,991  
Fees and other        7,010            (976)          6,034        10,437         (1,957)       8,480  
       53,130         (7,199)        45,931      108,390       (12,919)     95,471  

Catalyst Fund Limited Partnerships      (6,567)             144          (6,423)      (14,482)             540    (13,942) 
Senior debt and revolving credit facilities      (4,216)             390          (3,826)        (8,887)             744       (8,143) 
     (10,783)             534       (10,249)      (23,369)          1,284    (22,085) 

Net interest income      42,347         (6,665)        35,682        85,021       (11,635)     73,386  
Provision for loan losses    (14,354)                 -       (14,354)      (22,223)               19    (22,204) 
Recovery under the Catalyst guarantee        8,531                  -           8,531          7,521              (19)       7,502  
Gain on derivative assets associated with 
loans      32,000                  -         32,000        32,000                  -      32,000  
Foreign exchange gain           327              (46)              281          1,707            (193)       1,514  
Income from assets acquired from loans      (5,097)                 -          (5,097)        (6,196)                 -       (6,196) 
Catalyst's share of overhead expenses                -           2,487           2,487                  -           4,369        4,369  
       21,407           2,441         23,848        12,809           4,176      16,985  

Salaries and wages      (3,057)                 -          (3,057)        (6,061)                 -       (6,061) 
Stock options expense         (597)                 -             (597)        (1,132)                 -       (1,132) 
General and administrative       (2,579)                 -          (2,579)        (4,912)                 -       (4,912) 
       (6,233)                 -          (6,233)      (12,105)                 -    (12,105) 

Income before income taxes      57,521         (4,224)        53,297        85,725         (7,459)     78,266  

Current income taxes (expense) recovery      (7,091)                 -          (7,091)        (8,456)                 -       (8,456) 
Deferred income taxes (expense) recovery      (8,745)                 -          (8,745)      (15,277)                 -    (15,277) 
     (15,836)                 -       (15,836)      (23,733)                 -    (23,733) 

Income and comprehensive income  $  41,685   $    (4,224)  $    37,461   $   61,992   $    (7,459)  $ 54,533  

20.     EARNINGS PER SHARE: 

  
Three Months Ended 

June 30 
Six Months Ended 

June 30 
  2016 2015 2016 2015 
Basic earnings per common share: 
Net income  $ 37,461  $ 18,390   $ 54,533  $ 34,379  
Weighted average number of common shares outstanding ('000s)     50,668      50,894      50,300      50,960  
Basic earnings per common share  $      0.74  $     0.36   $      1.08  $     0.67  

Diluted earnings per common share: 
Net income  $ 37,461  $ 18,390   $ 54,533  $ 34,379  
Weighted average number of common shares outstanding ('000s)     50,668      50,894      50,300      50,960  
Adjustments to average shares due to: 
   Share-based payment options and others           447           235            275           294  
Weighted average number of common shares outstanding ('000s)     51,115      51,129      50,575      51,254  
Diluted earnings per common share  $      0.73  $     0.36   $      1.08  $     0.67  
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20 

21.     SUBSEQUENT EVENTS: 
In July 2016, the Board authorized an increase to the purchase price under the Offer from $15.50 per share 
to $16.10 per share. Under the revised Offer, the aggregate maximum purchase price payable by Callidus is 
$57.5 million.   
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Form 52-109F2 
Certification of Interim Filings 

Full Certificate 
 
I, Newton Glassman, the Chief Executive Officer of Callidus Capital Corporation, acting in that capacity 
and without personal liability, certify the following: 

1. Review: I have reviewed the interim financial report and interim MD&A (together, the “interim 
filings”) of Callidus Capital Corporation (the “issuer”) for the interim period ended June 30, 2016 

 
2.  No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the 

interim filings do not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances under which it was made, with respect to the period covered by the interim filings. 

 
3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim 

financial report together with the other financial information included in the interim filings fairly 
present in all material respects the financial condition, financial performance and cash flows of 
the issuer, as of the date of and for the periods presented in the interim filings.  

 
4. Responsibility: The issuer’s other certifying officer and I are responsible for establishing and 

maintaining disclosure controls and procedures (DC&P) and internal control over financial 
reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of 
Disclosure in Issuers’ Annual and Interim Filings, for the issuer. 

 
5. Design:  Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer’s other 

certifying officer(s) and I have, as at the end of the period covered by the interim filings 
 
(a)  designed DC&P, or caused it to be designed under our supervision, to provide reasonable 

assurance that  
 
(i) material information relating to the issuer is made known to us by others, 

particularly during the period in which the interim filings are being prepared; and 
 

(ii) information required to be disclosed by the issuer in its annual filings, interim 
filings or other reports filed or submitted by it under securities legislation is 
recorded, processed, summarized and reported within the time periods specified 
in securities legislation; and  

 
(b)  designed ICFR, or caused it to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with the issuer’s GAAP. 

 
5.1 Control framework:  The control framework the issuer’s other certifying officer and I used to 

design the issuer’s ICFR is the Internal Control – Integrated Framework (2013) published by 
The Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

 
5.2 ICFR – material weakness relating to design:  N/A 
 
5.3 Limitation on scope of design:  N/A 
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6. Reporting changes in ICFR: The issuer has disclosed in its interim MD&A any change in the 
issuer’s ICFR that occurred during the period beginning on April 1, 2016 and ended on June 30, 
2016 that has materially affected, or is reasonably likely to materially affect, the issuer’s ICFR.  

 
Date: August 11, 2016 
 
(signed) Newton Glassman 
 
Newton Glassman 
Chief Executive Officer 
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Form 52-109F2 
Certification of Interim Filings 

Full Certificate 
 
I, Dan Nohdomi, the Chief Financial Officer of Callidus Capital Corporation, acting in that capacity and 
without personal liability, certify the following: 

1. Review: I have reviewed the interim financial report and interim MD&A (together, the “interim 
filings”) of Callidus Capital Corporation (the “issuer”) for the interim period ended June 30, 2016 

 
2.  No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the 

interim filings do not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances under which it was made, with respect to the period covered by the interim filings. 

 
3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim 

financial report together with the other financial information included in the interim filings fairly 
present in all material respects the financial condition, financial performance and cash flows of 
the issuer, as of the date of and for the periods presented in the interim filings.  

 
4. Responsibility: The issuer’s other certifying officer and I are responsible for establishing and 

maintaining disclosure controls and procedures (DC&P) and internal control over financial 
reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of 
Disclosure in Issuers’ Annual and Interim Filings, for the issuer. 

 
5. Design:  Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer’s other 

certifying officer(s) and I have, as at the end of the period covered by the interim filings 
 
(a)  designed DC&P, or caused it to be designed under our supervision, to provide reasonable 

assurance that  
 
(i) material information relating to the issuer is made known to us by others, 

particularly during the period in which the interim filings are being prepared; and 
 

(ii) information required to be disclosed by the issuer in its annual filings, interim 
filings or other reports filed or submitted by it under securities legislation is 
recorded, processed, summarized and reported within the time periods specified 
in securities legislation; and  

 
(b)  designed ICFR, or caused it to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with the issuer’s GAAP. 

 
5.1 Control framework:  The control framework the issuer’s other certifying officer and I used to 

design the issuer’s ICFR is the Internal Control – Integrated Framework (2013) published by 
The Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

 
5.2 ICFR – material weakness relating to design:  N/A 
 
5.3 Limitation on scope of design:  N/A 
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6. Reporting changes in ICFR: The issuer has disclosed in its interim MD&A any change in the 
issuer’s ICFR that occurred during the period beginning on April 1, 2016 and ended on June 30, 
2016 that has materially affected, or is reasonably likely to materially affect, the issuer’s ICFR.  

 
Date: August 11, 2016 
 
(signed) Dan Nohdomi 
 
Dan Nohdomi 
Chief Financial Officer 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Financial Position (Unaudited) 
(Expressed in thousands of Canadian dollars)  

 
  September 30, 2016 December 31, 2015 
Assets 
     Cash and cash equivalents  $        34,980   $         25,210  
     Income taxes receivable (note 11)               5,217                6,068  
     Derivative assets (note 15)               1,208                1,310  
     Assets acquired from loans (note 6 and 17)             98,240            102,367  
     Loans receivable (note 5 and 6)          871,027            935,130  
     Derivative assets associated with loans (note 3 and 5)             32,000                        -  
     Deferred tax asset (note 11)               1,054              13,903  
     Guarantee asset (note 9)             20,608              34,755  
     Other assets               2,952                3,055  
   $   1,067,286   $    1,121,798  

Liabilities and Shareholders' Equity 
Liabilities: 
     Accounts payable and accrued liabilities (note 9)  $        37,493   $         19,208  
     Income and other taxes payable (note 11)                        -              15,413  
     Borrower deposits               1,239                   142  
     Deferred facility fees               7,579              10,096  
     Deferred tax liability (note 11)               3,164                        -  
     Revolving credit facility (note 8)          175,911            248,710  
     Senior debt (note 7)             44,359              45,279  
     Subordinated bridge facility, due to Catalyst (note 7)          296,128            291,479  

         565,873            630,327  
Shareholders' equity: 
     Share capital (note 10)          425,168            416,750  
     Contributed surplus (note 16)               6,131                8,843  
     Retained earnings             70,843              64,007  
     Accumulated other comprehensive (loss) income                 (729)               1,871  

         501,413            491,471  

Contingencies (note 13)                        -                        -  
   $   1,067,286   $    1,121,798  

 See accompanying notes to condensed consolidated interim financial statements. 
 
 
Approved on behalf of the Board: 
 
 
“Newton Glassman”                                        “Tibor Donath” 
Chairman and CEO                                            Director 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Income and Comprehensive Income (Unaudited) 
(Expressed in thousands of Canadian dollars, except per share information) 
 
Consolidated Statement of Income         

Three Months Ended 
September 30 

Nine Months Ended 
September 30 

(Note 19) 2016 2015 2016 2015 
 

Revenue: 
     Interest  $ 41,745   $  43,724   $128,736   $112,745  
     Fees and other        2,424         4,695        10,904       10,094  

     44,169       48,419      139,640     122,839  
Interest expense and participation fees: 
     Catalyst Fund Limited Partnerships      (6,867)      (5,864)     (20,809)     (13,278) 
     Senior debt and revolving credit facilities      (3,669)      (4,808)     (11,812)     (13,862) 
     (10,536)    (10,672)     (32,621)     (27,140) 

Net interest income      33,633       37,747      107,019       95,699  

Other income (expenses): 
     Provision for loan losses (note 6)    (25,781)      (7,457)     (47,985)     (10,257) 
     Recovery under the Catalyst guarantee (note 9)        6,382         3,328        13,884         5,752  
     Gain on derivative assets associated with loans (note 3)                 -                 -        32,000                 -  
     Foreign exchange (loss) gain          (181)         (523)         1,333           (395) 
     Loss from assets acquired from loans (note 17)      (2,004)                -         (8,200)                -  
     Catalyst's share of overhead expenses (note 19)        2,878            588          7,247            711  

   (18,706)      (4,064)        (1,721)       (4,189) 
Non-interest expenses: 
     Salaries and wages      (2,958)      (2,422)        (9,019)       (6,737) 
     Stock options expense (note 16)          (651)      (1,032)        (1,783)       (3,338) 
     General and administrative       (1,191)      (1,822)        (6,103)       (5,352) 
       (4,800)      (5,276)     (16,905)     (15,427) 

Income before income taxes      10,127       28,407        88,393       76,083  

Income taxes (expense) recovery:  
     Current      (4,229)      (9,045)     (12,685)     (22,418) 
     Deferred          (736)           563      (16,013)           639  
       (4,965)      (8,482)     (28,698)     (21,779) 

Net income  $    5,162   $  19,925   $   59,695   $  54,304  

Earnings per common share (dollars) 
     Basic (note 20)  $      0.10   $      0.40   $       1.19   $      1.08  
     Diluted (note 20)  $      0.10   $      0.40   $       1.18   $      1.07  

Consolidated Statement of Comprehensive Income         
Net income  $    5,162   $  19,925   $   59,695   $  54,304  
Other comprehensive (loss) income net of tax: 
     Items that may be reclassed to profit and loss: 
          Foreign currency translation gain (loss) on foreign 

operations              58                 -         (2,600)                -  
Comprehensive income  $    5,220   $  19,925   $   57,095   $  54,304  
 

See accompanying notes to condensed consolidated interim financial statements. 
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CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Changes in Equity (Unaudited) 
(Expressed in thousands of Canadian dollars) 

 
  Share Capital  Contributed Retained Accumulated Other   
  Amount Surplus Earnings Comprehensive Income (Loss) Total 

Balance, January 1, 2015  $      428,291   $       7,631   $    31,908   $                -    $ 467,830  

Net income                     -                    -         54,304                       -         54,304  

Dividends                     -                    -         (8,621)                      -         (8,621) 

Shares issued              3,544          (2,466)                 -                       -           1,078  

Shares cancelled          (17,948)                   -       (11,787)                      -       (29,735) 

Stock options expense (note 16)                     -            3,338                  -                       -           3,338  

Balance, September 30, 2015  $      413,887   $       8,503   $    65,804   $                -    $ 488,194  

Balance, January 1, 2016  $      416,750   $       8,843   $    64,007   $          1,871   $ 491,471  

Net income                     -                    -         59,695                       -         59,695  

Dividends                     -                    -       (31,540)                      -       (31,540) 

  Shares issued            32,265          (4,495)                 -                       -         27,770  

Shares cancelled          (23,847)                   -       (21,319)                      -       (45,166) 

Stock options expense (note 16)                     -            1,783                  -                       -           1,783  

Other comprehensive loss                     -                    -                  -             (2,600)        (2,600) 

Balance, September 30, 2016  $      425,168   $       6,131   $    70,843   $           (729)  $ 501,413  

See accompanying notes to condensed consolidated interim financial statements. 

2531198

1221



 

5 

CALLIDUS CAPITAL CORPORATION 
Condensed Consolidated Interim Statements of Cash Flows (Unaudited) 
(Expressed in thousands of Canadian dollars)  
 

  

Three Months Ended 
September 30 

Nine Months Ended 
September 30 

  2016 2015 2016 2015 
Cash provided by (used in): 
Operating activities: 
     Income for the period  $     5,162   $   19,925   $  59,695   $  54,304  
     Items not involving cash: 
           Stock options expense             651          1,032          1,783         3,338  
           Provision for loan losses       25,781          7,457        47,985       10,257  
     Change in non-cash operating items: 
           Change in loans receivable, net of repayments     (71,239)   (122,696)       16,118    (231,328) 
           Derivative assets associated with loans                  -                  -      (32,000)                -  
           Income taxes receivable         5,901        (4,766)            851        (4,766) 
           Deferred taxes             736           (564)       16,013           (640) 
           Assets acquired from loans        (2,844)         1,292          4,127      (66,902) 
           Guarantee asset        (6,272)         3,158        14,147        (2,189) 
           Other assets             (27)              52             103           (891) 
           Accounts payable and accrued liabilities         3,962        12,692          9,948         7,398  
           Deferred facility fees               45           (721)       (2,517)           925  
           Derivative liabilities        (3,108)       (2,125)            102            601  
           Income and other taxes payable                  -          9,509      (15,413)       (8,847) 
           Borrower deposits         1,049             224          1,097              99  
           Other             143               92        (2,642)             92  
      (40,060)     (75,439)    119,397    (238,549) 
Financing activities: 

     Dividends        (2,739)       (8,621)     (10,267)       (8,621) 
     Net draw (repayment) on revolving credit facility       17,340        20,866      (72,799)      72,289  
     Change in senior debt        (2,592)       (5,385)           (920)       (5,338) 
     Issuance of share capital               40                  -          1,965            986  
     Repurchase of share capital     (14,016)     (15,679)     (32,255)     (29,735) 
     Net draw on subordinated bridge facility       35,329        72,082          4,649     176,823  

      33,362        63,263    (109,627)    206,404  

(Decrease) increase in cash and cash equivalents        (6,698)     (12,176)         9,770      (32,145) 

Cash and cash equivalents, beginning of period       41,678        39,667        25,210       59,636  
Cash and cash equivalents, end of period  $   34,980   $   27,491   $  34,980   $  27,491  

Cash and cash equivalents is composed of the following: 
     Cash  $   34,980   $   27,356   $  34,980   $  27,356  
     Restricted cash                  -             135                   -            135  
   $   34,980   $   27,491   $  34,980   $  27,491  

 
See accompanying notes to condensed consolidated interim financial statements.
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CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three and Nine Months Ended September 30, 2016 and 2015 
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1. REPORTING ENTITY: 
Callidus Capital Corporation ("Callidus" or the “Company”) is a company domiciled in Canada and was 
incorporated under the Business Corporations Act (Ontario). These condensed consolidated interim financial 
statements comprise Callidus and its subsidiaries (together referred to as the “Company”). The Company 
operates a specialty finance business that provides senior secured asset-based loans and lending services to 
mid-market companies operating in Canada and the United States.  Callidus is headquartered in Toronto, 
Ontario, Canada.  The Company is registered as an investment fund manager and an exempt market dealer 
with the Ontario Securities Commission (“OSC”). 

 
2. BASIS OF PRESENTATION: 

(a) Statement of Compliance: 
These condensed consolidated interim financial have been prepared in accordance with IAS 34, Interim 
Financial Reporting. 

The condensed consolidated interim financial have been approved for issue by the Board of Directors on 
November 2, 2016. 

(b) Basis of Measurement: 
The condensed consolidated interim financial statements have been prepared on a historical cost basis 
except for derivative instruments which are measured at fair value. 

(c) Functional and Presentation Currency: 
These condensed consolidated interim financial statements are presented in thousands of Canadian 
dollars, which is also the Company's functional currency.   

(d) Use of Estimates and Judgments: 
The preparation of the condensed consolidated interim financial statements in conformity with IFRS 
requires management to make judgments, estimates and assumptions that affect the application of 
accounting policies and the reported amounts of assets, liabilities, income and expenses.  Actual results 
may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting 
estimates are recognized in the period in which the estimates are revised and in any future periods 
affected. 

Significant areas of estimation uncertainty and critical judgments in applying accounting policies that 
have the most significant effect on the amounts recognized in the condensed consolidated interim 
financial statements include the allowance for loan losses, measurement of separated embedded 
derivatives including options, derecognition and the Company's assessment of consolidation under IFRS 
10, Consolidated Financial Statements, of certain loans in its loan portfolio. 
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CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three and Nine Months Ended September 30, 2016 and 2015 
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3.        SIGNIFICANT ACCOUNTING POLICIES: 
These condensed consolidated interim financial statements have been prepared in accordance with IAS 34. 
They should be read in conjunction with the 2015 Audited Financial Statements. The significant accounting 
policies used in the preparation of these condensed interim consolidated financial statements are consistent 
with those described in note 3 to the Company’s 2015 Audited Financial Statements.  
(a) Change in Accounting Policies: 

i. Embedded Derivatives 
Derivatives embedded in other financial instruments or host contracts, such as certain yield 
enhancements, are treated as separate derivatives when their economic characteristics and risks 
are not closely related to those of the host contract, a separate instrument with the same terms as 
the embedded derivative would meet the definition of a derivative and the combined contract is 
not accounted for at fair value through profit or loss. 

Embedded derivatives that must be separately accounted for are recorded at fair value in the 
Consolidated Statement of Financial Position with changes in fair value recognized in in the 
Consolidated Statement of Income. 
 

4. FUTURE ACCOUNTING DEVELOPMENTS: 
(a) Financial Instruments (IFRS 9): 

IFRS 9 (2014) addresses classification and measurement of financial assets and liabilities, including 
impairment of financial assets, and hedge accounting.  Under this standard, financial assets are 
classified and measured based on the business model in which they are held and the characteristics of 
their contractual cash flows.  The accounting model for financial liabilities is largely unchanged from 
IAS 39 except for the presentation of the impact of own credit risk on financial liabilities designated at 
fair value through profit or loss account.  The new impairment model is an expected loss model as 
against an incurred loss model in IAS 39.   

IFRS 9 is mandatorily effective for annual periods beginning on or after January 1, 2018.  The 
Company is in the process of evaluating the impact of IFRS 9 on the Company’s financial statements. 
 

(b) Revenue from Contracts with Customers (IFRS 15): 
The IASB issued IFRS 15, Revenue from Contracts with Customers, which is effective for fiscal years 
beginning on January 1, 2018 and is available for early adoption.  IFRS 15 will replace IAS 11, 
Construction Contracts, IAS 18, Revenue, IFRIC 13, Customer Loyalty Programs, IFRIC 15, 
Agreements for the Construction of Real Estate, IFRIC 18, Transfer of Assets from Customers, and SIC 
31, Revenue – Barter Transactions Involving Advertising Services. 

The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time.  The model features a contract-based five-step 
analysis of transactions to determine whether, how much and when revenue is recognized.  New 
estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing 
of revenue recognized. 

The Company is in the process of evaluating the impact of IFRS 15 on the Company’s financial 
statements. 
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CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three and Nine Months Ended September 30, 2016 and 2015 
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(c) Annual Improvements to IFRS: 
On September 25, 2014 the IASB issued narrow-scope amendments to a total of four standards as part 
of its annual improvements process. The amendments will apply for annual periods beginning on or 
after January 1, 2016. Earlier application is permitted, in which case, the related consequential 
amendments to other IFRSs would also apply. Amendments were made to clarify the following: 

• Changes in method for disposal under IFRS 5, Non-current Assets Held for Sale and Discontinued 
Operations; 

• “Continuing involvement” for servicing contracts and offsetting disclosures in financial statements 
under IFRS 7, Financial Instruments: Disclosures; 

• Discount rate in a regional market sharing the same currency under IAS, 19 Employee Benefits;  
• Disclosure of information “elsewhere in the financial report” under IAS 34, Financial Reporting. 

The Company has determined that the impact of the amendments is not material to the financial 
statements. 

 
5.        LOANS RECEIVABLE AND ASSOCIATED DERIVATIVE ASSETS: 

Loans and advances to customers are measured at amortized cost, which is net of allowance for loan losses. 
Certain yield enhancements are measured at fair value. 

Total loans receivables and the associated derivative assets are as follows: 

  September 30, 2016 December 31, 2015 

Loans receivable  $    871,027   $    935,130  
Derivative assets associated with loans           32,000                    -  
   $    903,027   $    935,130  

The contractual maturity of loans receivables is as follows: 
Contractual Maturity September 30, 2016 December 31, 2015 

0 - 3 months  $    402,906   $    573,060  
4 - 6 months         108,408           92,562  
7 - 12 months           74,410         111,357  
13 months or more         285,303         158,151  
    

   $    871,027   $    935,130  

The loans can be prepaid subject to prepayment penalties.  The total credit facilities before derecognition 
available to borrowers subject to borrowing base availability at September 30, 2016 were $1,501,542 
(December 31, 2015 - $1,645,298). Of the total loan balance before derecognition, $430,318 related to 
watch-list loans (December 31, 2015 - $292,229) and was subject to the Catalyst guarantee (note 9(c)).   

The loans receivable earn interest at fixed rates.  For the current year-to-date period, the loan portfolio 
generated a blended gross yield, including all interest and fees of approximately 20% (2015 – 19%).  The 
loans are generally senior secured credit facilities with revolving and non-revolving facilities secured by a 
first charge on substantially all of the borrowers' assets. 
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CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three and Nine Months Ended September 30, 2016 and 2015 
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6. LOAN LOSS ALLOWANCE: 
As at September 30, 2016, the Company has an allowance for loan losses of $78,643 (December 31, 2015 - 
$43,307), which is offset against loans receivable on the consolidated statements of financial position.   

  September 30, 2016 December 31, 2015 
Allowance for loan losses 
Balance, beginning of period  $   43,307   $   29,139  
Changes for the period: 
     Specific individual loan loss provisions       47,243        38,215  
     Collective allowances             742        (2,562) 
     Provision related to assets acquired from loans        (4,459)     (10,169) 
Write-offs for the period:        (8,190)     (11,316) 
Ending allowance for loan losses  $   78,643   $   43,307  
Impairment on assets acquired from loans 
Balance, beginning of period  $   13,169   $           -   
Changes for the period: 
     Impairment classified as allowance for loan losses          4,459        10,169  
     Provision related to assets held for sale          3,547          3,000  
Write-offs for the period:      (13,169)                 -  
Ending allowance for impairment on assets acquired from loans  $     8,006   $   13,169  
Balance, end of period  $   86,649   $   56,476  

The specific loan loss provisions of $47,243 related to watch-listed loans relate to a pool of loans with gross 
loans receivables of $185,651. 

In March 2016, as approved by the independent members of the Board, the Company required payment by 
the Catalyst Funds of a guarantee (as described in note 9(c)) with respect to the Company’s assets held for 
sale in an amount equal to the total outstanding principal plus accrued and unpaid interest of $101.3 million. 
The Catalyst Funds acquired the assets in question for an amount equal to the guarantee and are now the 
owners of the business and are actively restructuring it. As a result of the transaction, the impairment 
associated with the asset held for sale was written off in the current year.   

7.        TERM DEBT:  
  September 30, 2016 December 31, 2015 
      

Senior debt  $         44,469   $         45,555  
Less: associated transaction costs                  (110)                (276) 
               44,359              45,279  
Subordinated bridge facility, due to Catalyst           296,128            291,479  
   $       340,487   $       336,758  

The amounts due on the senior debt represent a senior secured non-revolving term loan for $50 million.  The 
loan matures March 31, 2017, and bears a fixed rate of interest of 8.419% which was based on Government 
of Canada bond rate at the time of issuance plus 5.75%.  The loan has a first priority charge over a portion of 
the assets of the Company.  The Company was in compliance with its financial covenants at September 30, 
2016 and December 31, 2015. 

The Company paid $584 in transaction costs in 2011 and an additional $169 in 2014 associated with the 
senior debt, which have been deferred and are being amortized into interest expense over the term of the 
loan using the effective interest rate method.    

In December 2014, the Company obtained a US$200 million revolving unsecured subordinated bridge 
facility from Catalyst.  The facility carries an interest rate of 8% per annum plus an annual fee equal to 1.5% 
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CALLIDUS CAPITAL CORPORATION 
Notes to Condensed Consolidated Interim Financial Statements (Unaudited) 
(Expressed in thousands of Canadian dollars) 
 

Three and Nine Months Ended September 30, 2016 and 2015 
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of the maximum amount available under the facility and a standby fee equal to 1% per annum of undrawn 
amounts.  The facility matures April 30, 2017 and can be repaid in full by the Company at any time without 
penalty.  In September 2015, the Company increased the amount of its revolving unsecured subordinated 
bridge facility by US$50 million to US$250 million. 

 
8.        REVOLVING CREDIT FACILITY: 

The Company has a US$337.5 million revolving credit facility (the “revolving credit facility”) to finance a 
portion of the loan portfolio pledged by a special purpose financing vehicle wholly-owned by Callidus. The 
revolving credit facility may be drawn in either Canadian or U.S. dollars and provides for an aggregate of 
US$281.25 million of Class A loans and US$56.25 million of Class B loans. The Class A loans and the 
Class B loans (together the “Loans”) are subject to borrowing base availability dependent on certain eligible 
loans receivable balances approved by the lender.  

The Loans are also subject to a minimum utilization of 50%, measured quarterly and bear interest at an 
applicable base rate (bankers’ acceptance for Canadian dollar loans and LIBOR for U.S. dollar loans) plus a 
margin of 2.75% and 6.25% for the Class A Loans and Class B Loans, respectively.  

The revolving credit facility matures January 15, 2019, and contains a two-year revolving period, followed 
by a two-year amortization period. The revolving period may be extended subject to lender approval. 
Additionally, there is a non-call period to the end of the revolving period. If Callidus has requested an 
extension to the facility and the lender has denied the request, the facility may be repaid in full without 
penalty. 

In January 2015, the Company increased the amount of its revolving credit facility by US$62.5 million to 
US$262.5 million in the aggregate.  In April 2015, the Company increased the amount of the revolving 
credit facility by a further US$37.5 million to US$300 million in the aggregate. In May 2016, the Company 
increased the amount of the revolving credit facility by a further US$37.5 million to US$337.5 million in the 
aggregate.   

The Company was in compliance with its financial covenants at September 30, 2016 and December 31, 
2015. 

 
9.        RELATED PARTY TRANSACTIONS: 

The following transactions have occurred between the Company and its related parties other than as noted 
elsewhere in these financial statements. 

 (a) Relationships: 
The Catalyst Capital Group Inc. (“CCGI”) and funds managed by it (collectively "Catalyst") own 
approximately 66.2% of the issued and outstanding shares of the Company as at September 30, 2016. 

The Chief Executive Officer of Catalyst, Newton Glassman, is the Chief Executive Officer, Chair of the 
Board of Directors and Chair of the Credit Committee of the Company. 

 (b)  Catalyst Participation Interest: 
In connection with the initial public offering of the Company’s shares in 2014 (the “Offering”), and 
repayment of the Catalyst debenture at that time, Catalyst Fund IV obtained an approximate 18% 
undivided interest at the time of the Offering in the loan portfolio of the Company.  The participation 
agreement provided that the Company was not entitled to the risks or rewards related to Catalyst Fund 
IV’s participation interest in the loan portfolio. Consequently, the portion of the loans corresponding to 
Catalyst Fund IV’s participation interest was derecognized from the financial statements during fiscal 
2014.  
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The participation agreement also provided that in the event that Catalyst Fund IV wished to sell its 
participation interest in the loan portfolio, the Company had the option to acquire all or part of Fund 
IV’s participation interest in the loan portfolio at par plus accrued interest and fees. In December 2014, 
the Company acquired all of the Fund’s participation interest in the loan portfolio at par plus accrued 
interest and fees in exchange for issuance of 2,335,357 common shares of the Company, at a price of 
$21.41 per common share, as well as a cash payment of approximately $821 as a post-closing 
adjustment for foreign exchange.   

The agreements entered into at the time of the Offering also permit other Catalyst Funds to participate 
in the Company’s loan portfolio in the future within certain limits generally determined based upon the 
Company’s available capital.  In the event that other Catalyst funds participate, similar arrangements are 
in place in the agreement providing the Company with the option to purchase such participations on the 
same terms in the event that the Funds wish to sell and with respect to guarantees as described below.   

In accordance with the terms of the participation agreement, entered into in connection with Callidus' 
initial public offering, effective April 2015, Catalyst Fund V began to participate in the funding of new 
loans originated by Callidus.  This provides Callidus with access to additional funds to fund the 
expansion of the Company’s loan portfolio (note 19). 

(c) The Catalyst Guarantees: 
In connection with the repayment of the Catalyst debenture at the time of the Offering, the Catalyst 
Funds (the “Funds”) agreed to guarantee any losses incurred by the Company on loans in the portfolio 
at the time of the Offering.  The guarantee covers losses of principal incurred by the Company on 
certain specified loans until fully realized (“watch-list loans”). Watch-list loans are identified by 
management as subject to heightened monitoring due to the financial condition of the borrowers. All 
other loans in the portfolio at the time of the Offering were also guaranteed for any losses of principal 
until such time as the loans were renewed by the Company at their next scheduled credit review.    

As noted above, in December 2014, the Company acquired all of the Funds’ participation interest, 
outstanding at the time, in the loan portfolio at par plus accrued interest and fees.  The participation 
agreement also provided that in the event that the Company purchased Catalyst Fund IV’s participation 
interest, Fund IV agreed to provide a guarantee that covered Catalyst's percentage ownership interest in 
the relevant loans at the time of the acquisition.  The guarantee covers losses of principal until fully 
realized on watch-list loans at the time of acquisition and losses of principal on all other loans until such 
loans are renewed at the next scheduled review.    

Neither guarantee generally applies to accrued and unpaid interest.  The Company normally requires 
that its borrowers agree to a cash sweep arrangement so that their cash will be subject to the Company’s 
control.  The Company and Catalyst have agreed that the Company will operate the cash sweep so that 
the first application of a borrower's cash will be to currently due accrued and unpaid interest and fees 
and secondly to principal and any other amounts due.  These cash sweep arrangements are intended to 
minimize losses in relation to interest and fees. 

As at September 30, 2016, the Company recorded a guarantee asset of $20,608 related to the Catalyst 
guarantee.  During the year-to-date period, $26,483 (2015 – $10,916) was received under the Catalyst 
guarantee. 

 (d) Other Transactions during the Period: 
During the three and nine months period ended September 30, 2016, commitment fees of $1,271 and 
$3,762 (2015 - $895 and $2,728), respectively, were paid or accrued to Catalyst.  Interest expense also 
includes $5,495 and $16,756 (2015 - $4,963 and $9,952), respectively, paid and accrued to Catalyst.  
All transactions are in the normal course of operations and are measured at the exchange amount, which 
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is the amount of consideration established and agreed to by the related parties. As at September 30, 
2016, accounts payable and accrued liabilities included $5,377 (December 31, 2015 - $1,689) 
representing the unpaid portion of net income due to the Fund’s participation interest in the loan 
portfolio (note 19).  

In March 2016, as approved by the independent members of the Board, the Company required payment 
by the Catalyst Funds of a guarantee with respect to the Company’s assets held for sale. The Catalyst 
Funds acquired the loan in question for an amount equal to the guarantee and are now the owners of the 
business and are actively restructuring it. The Company primarily used the proceeds from the guarantee 
to repay a portion of the balance outstanding under the subordinated bridge facility. 

 (e)  Key Management Personnel Compensation: 
No compensation is paid by the Company to its Chief Executive Officer.  Other key management 
personnel compensation comprised the following:  

Three Months Ended 
September 30 

Nine Months Ended 
September 30 

  2016 2015 2016 2015 
Short-term employee benefits  $     737   $      651   $   2,211   $ 1,953  
Share-based payments          167           341           493      1,023  
   $     904   $      992   $   2,704   $ 2,976  

 
10.     SHARE CAPITAL: 

    September 30, 2016   December 31, 2015 
  Shares  Amount  Shares  Amount  
Common shares outstanding, beginning of year   49,354,355   $ 416,750    51,026,754   $    428,291  
Issue of common shares     2,724,267         32,265         888,997           10,011  
Purchase and cancellation of common shares    (2,683,100)      (23,847)   (2,561,396)        (21,552) 
Common shares outstanding, end of year 49,395,522  $ 425,168  49,354,355  $    416,750  

In August 2015, the Company adopted a dividend policy pursuant to which the Company would declare and 
pay quarterly cash dividends to holders of its outstanding common shares of record as of the close of 
business on the last business day of each calendar quarter.  In addition, the Company implemented a 
dividend reinvestment plan (“DRIP”) pursuant to which eligible shareholders may elect to automatically 
reinvest their cash dividends payable in respect of the common shares to acquire additional common shares.  
During the current year-to-date period, 2.1 million shares were granted to those who elected to participate in 
the DRIP. Catalyst elected to participate in the DRIP on 100% of their shareholdings of the Company and, 
therefore, received 1.9 million shares in consideration of the dividend.  Cash outflow during the year-to-date 
period for the dividend was $10.3 million.  In April 2016, the Company adopted a dividend policy pursuant 
to which it would declare and pay monthly dividends in lieu of quarterly dividends and at the annual rate as 
was previously the case.  In May 2016, the Company increased the amount of its aggregate annual dividend 
to $1.00 per share. Subsequent to the period-end, in October 2016, the Company increased the amount of its 
aggregate annual dividend to $1.20 per share.  A dividend of $4.2 million was accrued as at September 30, 
2016 as it is payable to shareholders of record as at September 30, 2016. 

In March 2016, Callidus’ Board of Directors (the “Board”) authorized a substantial issuer bid to purchase 
for cancellation up to 3,571,428 common shares at a purchase price of $14 per common share (the “Purchase 
Price”) for an aggregate purchase price not to exceed $50 million (the “Offer”).  In April 2016, an issuer bid 
circular and related documents (the “Issuer Bid Circular”) in connection with the Offer was mailed to 
shareholders. In June 2016, the Board authorized an increase to the purchase price under the Offer from 
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$14.00 per share to $15.50 per share. In July 2016, the Board authorized an increase to the purchase price 
under the Offer from $15.50 per share to $16.10 per share.  In August 2016, the Board authorized an 
increase to the purchase price under the Offer from $16.10 per share to $16.50 per share. Under the revised 
Offer, the aggregate maximum purchase price payable by Callidus is $58.9 million.  During the current year-
to-date period, 2.7 million shares were purchased and cancelled under the revised Offer.  Subsequent to the 
period-end, in October 2016, the Company announced that it is increasing the number of shares eligible 
under its current substantial issuer bid by 1,500,000 shares, or approximately an additional 3% of the shares 
outstanding shares as at October 27, 2016. Under the revised Offer, Callidus has offered to purchase for 
cancellation up to 5,071,428 of its outstanding common shares at $16.50 per share, from its shareholders. 
Under the revised Offer, the aggregate maximum purchase price payable by Callidus is $83.7 million. 

 
11.      INCOME TAXES:  

Components of deferred taxes: 
  September 30, 2016 December 31, 2015 
Deferred tax assets: 
Deferred financing fees  $       2,008   $           2,675  
Allowance for loan losses           5,182              17,501  
Financing costs              179                   113  
Deferred share issue costs           2,343                3,040  

          9,712              23,329  
Deferred tax liabilities: 
Leasehold improvements               (22)                  (20) 
Recovery under the Catalyst guarantee         (3,320)             (9,406) 
Derivative assets associated with loans         (8,480)                       -  
Total recognized deferred tax asset (liability)  $     (2,110)  $         13,903  

 
12.      FAIR VALUES OF FINANCIAL INSTRUMENTS: 

Fair values and carrying values of financial instruments: 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date and in the principal market, or in its 
absence, the most advantageous market to which the Company has access.  The fair value of a liability 
reflects its non-performance risk.  Some of the Company's financial instruments lack an available trading 
market.  As such, the fair values of such instruments are based on estimates using discounted cash flows and 
other valuation techniques.  The fair values derived from such valuation techniques are significantly affected 
by the assumptions used to determine discount rates and the amount and timing of future cash flows.  Due to 
this estimation process and the need to use judgment, the aggregate fair value amounts should not be 
interpreted as being necessarily realizable in an immediate settlement of the financial instruments. 

The amounts in the following table represent the fair values and fair value hierarchy of all the financial 
instruments carried on the Company's consolidated statements of financial position: 
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September 30, 

2016     
December 31, 

2015   

  Fair Value 
Carrying 

Value 
Fair Value Over 

Carrying Fair Value 
Carrying 

Value 
Fair Value Over 

Carrying 
Fair Value 
Hierarchy 

Assets 
Cash and cash equivalents  $   34,980   $       34,980   $          -    $    25,210   $  25,210   $          -   1 
Loans receivable     871,027          871,027               -        935,130     935,130               -   3 
Derivative assets 
associated with loans        32,000            32,000               -                    -                 -               -   3 
Derivative assets          1,208              1,208               -            1,310         1,310               -   2 
Guarantee asset        20,608            20,608               -          34,755       34,755               -   3 
   $ 959,823   $    959,823   $          -    $  996,405   $996,405   $          -     
Liabilities                                                     
Accounts payable and 
accrued liabilities  $   37,493   $       37,493   $          -    $    19,208   $  19,208   $          -   2 
Revolving credit facility     175,911          175,911               -        248,710     248,710               -   3 
Senior debt        44,359            44,359               -          45,279       45,279               -   3 
Subordinated bridge 
facility, due to Catalyst     296,128          296,128               -        291,479     291,479               -   3 

   $ 553,891   $    553,891   $          -    $  604,676   $604,676   $          -     

The above table categorizes financial instruments recorded at fair value on the consolidated statements of 
financial position into one of the three fair value hierarchy levels: 

• Level 1 - fair values are based on unadjusted quoted prices from an active market for identical assets or 
liabilities; 

• Level 2 - fair values are based on inputs other than quoted prices that are directly or indirectly 
observable in an active market; and 

• Level 3 - fair values are based on inputs not observable in the market.  

There were no transfers between levels during the period. The fair value hierarchy levelling is applicable for 
all periods.  

The following methods and assumptions are used to estimate the fair values of financial instruments: 

(i) The carrying value of cash and cash equivalents, revolving and non-revolving credit facilities, assets 
held for sale, the guarantee asset and accounts payable and accrued liabilities is a reasonable 
approximation of fair value because these instruments are either short-term in nature or re-priced to 
current market rates frequently. 

 (ii) The fair value of the loan portfolio is determined by aggregating the present value of the discounted 
cash flows factoring current interest rates and estimates of credit risk.  Discount rates used to determine 
the fair value of loans range between 6.0% and 35.0%. 

(iii) Fair values of derivative instruments are determined using pricing models, which take into account 
current market and contractual prices of underlying instruments, as well as time value and yield curve 
underlying the positions, which are observable.  Accordingly, such instruments are classified in Level 2 
of the fair value hierarchy.  Fair values of the derivative assets associated with loans are valued based 
on the underlying enterprise value of the borrowers with which the Company has an equity interest in.  
Accordingly, such instruments are classified as Level 3 in the fair value hierarchy.   

13. CONTINGENCIES: 
In the normal conduct of its lending operations, there are sometimes pending claims against the Company 
relating to its collateral including personal guarantees.  Litigation is subject to many uncertainties and the 
outcome of individual matters is not predictable with assurance.  In the opinion of management, based on 
the advice and information provided by its legal counsel, final determination of any litigation exposure has 
been factored into the Company's loan loss provisioning.  There are no other claims against the Company 
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which are expected to materially affect the Company's consolidated financial position or consolidated results 
of operations. 

14. FINANCIAL RISK MANAGEMENT: 
The Company's exposure to risks associated with financial instruments includes currency risk, interest rate 
risk, liquidity risk and credit risk. 

(a) Currency Risk: 
The Company is exposed to financial risks as a result of exchange rate fluctuations and the volatility of 
these rates.  This exposure is the result of indebtedness and related interest expense denominated in U.S. 
dollars, as well as assets and liabilities that will be settled in U.S. dollars.  The Company has entered 
into foreign exchange forward contracts to mitigate this risk (note 15). 

A change of 1% in the value of the Canadian dollar as compared to the U.S. dollar would result in an 
immaterial change to the Canadian equivalent amount of U.S. dollar foreign exchange exposure as at 
September 30, 2016 as the gain or loss on translation is offset by the mark-to-market value of the 
foreign exchange forward contracts. 

(b) Interest Rate Risk: 
The Company is exposed to interest rate risk as it earns interest on its loans receivable and pays interest 
on its revolving credit facility and on its senior debt.   

The Company's loans receivable primarily bear interest at fixed rates, as do the Company's senior debt 
and subordinated bridge facility.  Any changes in interest rate indices will not have an immediate impact 
on the Company's interest income and related expenses on these financial instruments.  

The Company's revolving credit facility is exposed to changes in interest rate indices.  The Company 
continues to monitor this interest rate gap.    

(c) Liquidity Risk: 
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated 
with its financial liabilities that are settled by delivering cash or another financial asset.   

The Company manages its liquidity risk by monitoring its operating requirements.  The Company 
prepares budget and cash forecasts to ensure it has sufficient funds to fulfill its obligations and actively 
pursues new sources of funding to meet liquidity needs.   

(d) Credit Risk: 
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations, and arises principally from the Company's loans and 
advances to its borrowers.  

The Company adheres to a credit evaluation process and requires collateral to support the loan. 

The Company actively monitors each loan, as appropriate depending on the risks. In most cases, the 
Company maintains control of the borrower’s deposit account through the use of blocked accounts, 
which facilitate loan repayment and reduce the risk of fraud. In structuring its loans, the Company 
generally relies on collateral such as inventory, receivables and fixed assets, and on enterprise value and 
other non-working capital assets, such as intellectual property of the borrower.  Financial results and 
collateral values are regularly monitored against business plans and industry trends. Frequent meetings 
with the borrowers’ management are combined with regular field audits.  Third party collateral 
appraisers generally confirm initial inventory and fixed asset values and professional restructuring 
advisors are involved, as necessary.  This system of collateral monitoring and management contact 
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mitigates risk by acting as an early warning system of potential credit issues. Early detection of issues 
ensures that proactive remedies can be implemented. 

The net carrying amount of all loans is at least 100% collateralized as of September 30, 2016. 

15.      DERIVATIVES HELD FOR RISK MANAGEMENT: 
The table below analyzes derivatives held for risk management purposes by type of instrument. 
  Notional Amount* Fair Value Asset (Liability) 

  
September 30, 

2016 
December 31, 

2015 
September 30, 

2016 
December 31, 

2015 

Foreign exchange forward contracts  $     115,000   $   135,000   $   1,208   $        1,310  
*Amounts in thousands of U.S. dollars; all of the Company's forward contracts mature within 30 days of period end. 

 
16. SHARE-BASED PAYMENTS: 

The Company grants stock options which vest evenly over a three-year period and are exercisable up to 10 
years from the date of grant.  As approved by the directors, a total of 10% of the total issued and outstanding 
common shares of the Company have been reserved for issuance under the plan of which 5% have been 
awarded and remain outstanding as at September 30, 2016. 

The value of these options is recognized on a graded vesting basis except where the employee is eligible to 
retire prior to a tranche's vesting date, in which case the value is recognized between the grant date and the 
date the employee is eligible to retire. 

The amount recorded in contributed surplus as at September 30, 2016 was $6,131 (December 31, 2015 - 
$8,843).  For the three and nine months ended September 30, 2016, an expense of $651 and $1,783 (2015 - 
$1,032 and $3,338), respectively, was recorded in the consolidated statements of income and comprehensive 
income. As at September 30, 2016, future unrecognized compensation cost for non-vested stock options was 
$1,894 (December 31, 2015 - $3,129), which is to be recognized over a weighted average period of 1.8 years 
(December 31, 2015 - 2.3 years). 

Significant assumptions used in valuing the options granted in the current quarter include a volatility rate of 
38%, a dividend rate of 6.1%, an expected life assumption of 10 years, and a risk-free rate of 1.38%.   

The following table summarizes the weighted average exercise prices and the weighted average remaining 
contractual life of the balances of stock options outstanding at September 30, 2016.  

  Options Outstanding Options Exercisable 

Exercise Price ($) Options 

Weighted 
Average 

Remaining 
Contractual 
Life (Years) 

Weighted 
Average 

Exercise Price 
($) Options 

Weighted 
Average 
Exercise 
Price ($) 

$3.41  88,546              6.25   $        3.41  88,546  $3.41  
$7.99  116,847              9.30   $        7.99                   -                  -   
$8.03  1,190,000              9.21   $        8.03                   -                  -   
$13.54  66,422              9.55   $      13.54                   -                  -   
$14.00  17,743              9.64   $      14.00                   -                  -   
$14.85  17,070              9.72   $      14.85                   -                  -   
$16.10  23,002              9.80   $      16.10                   -                  -   
$16.15  23,532              9.89   $      16.15                   -                  -   
$16.34  23,594              9.97   $      16.34                   -                  -   
$16.89  724,286              8.22   $      16.89  241,427  $16.89  
  2,291,042              8.82   $      11.16         329,973   $      13.27  

For the year-to-date period ended September 30, 2016, 71,298 (2015 – nil) options were forfeited or expired. 
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17.        ASSETS ACQUIRED FROM LOANS: 
The table below summarizes the assets acquired from loans: 

      

      September 30, 2016 December 31, 2015 

Assets held for sale  $             -    $    66,787  
Businesses acquired            98,240         35,580  
       $   98,240   $  102,367  

 
(a) Assets Held for Sale: 

In January 2015, one of the Company's borrowers emerged from formal restructuring proceedings in 
Canada and the U.S. as a going concern. As a result and under the terms of its secured creditor 
agreement, the Company gained control of the business of the borrower and had presented the net assets 
and liabilities of the business as assets held for sale.  

In March 2016, as approved by the independent members of the Board, the Company required payment 
by the Catalyst Funds of a guarantee (as described in note 9(c)) with respect to the Company’s assets 
held for sale in an amount equal to the total outstanding principal plus accrued and unpaid interest of 
$101.3 million. The Funds acquired the loan in question for an amount equal to the guarantee and are 
now the owners of the business and are actively restructuring it. The Company primarily used the 
proceeds from the guarantee to repay a portion of the balance outstanding under the subordinated bridge 
facility.     

  

Three Months Ended 
September 30 

Nine Months Ended 
September 30 

  2016 2015 2016 2015 
Net loss from operations of assets held for sale  $            -    $ (1,429)  $    (1,417) $    (4,352) 
Provision related to assets held for sale                  -      (3,000)                   -         (3,000) 
Recovery under the Catalyst guarantee                  -       4,429           1,417           7,352  
   $              -   $          -   $               -   $              -  

 
(b) Businesses Acquired: 

In November 2015, one of the Company's borrowers emerged from formal restructuring proceedings in 
the U.S. as a going concern. In May 2016, one of the Company's borrowers emerged from formal 
restructuring proceedings in Canada as a going concern.  In both instances, as a result and under the 
terms of its secured creditor agreement, the Company gained control of the operating assets of both 
borrowers and has presented the net assets and liabilities of these operating assets as businesses 
acquired.   

An amount of $8,200 was recorded in the statement of comprehensive income representing the net loss 
and provisions from the businesses acquired for the current year-to-date period. 

As at September 30, 2016, the significant assets and liabilities of the businesses acquired consisted of 
the following: 
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        September 30, 2016 
Significant assets: 
   Accounts receivable  $    5,307  
   Inventory         1,724  
   Other assets      14,914  
   Machinery & equipment      28,161  
   Land & building      17,540  
   Goodwill      27,602  
Significant liabilities: 
   Accounts payable and accrued liabilities       $2,371  

 
18.      CAPITAL REQUIREMENTS: 

The Company is required to maintain minimum excess working capital as prescribed by the OSC.  At 
September 30, 2016 and December 31, 2015, the Company was in compliance with the OSC's requirement 
to maintain minimum capital of $100.   

19.     TRANSFERS OF FINANCIAL ASSETS: 
As described in note 9, in connection with the Offering, the Company, CCGI, and certain funds managed by 
CCGI entered into a participation agreement.  Accordingly, effective April 2015, Catalyst Fund Limited 
Partnership V (“Catalyst Fund V”) began to participate in the funding of new loans originated by Callidus. 
The tables below provide a summary of the impact of derecognition on the Company’s financial statements. 

Statement of Financial Position 

As at September 30, 2016 Before Derecognition 
Effect of 

Derecognition 
After 

Derecognition 
Cash and cash equivalents  $      34,980   $                -   $      34,980  
Income taxes receivable            5,217                     -              5,217  
Derivative assets            1,208                     -              1,208  
Assets acquired from loans          98,240                     -           98,240  
Loans receivable     1,074,515        (203,488)        871,027  
Derivative assets associated with loans          32,000                     -           32,000  
Deferred tax asset            1,054                     -              1,054  
Guarantee asset          21,492               (884)          20,608  
Other assets            2,952                     -              2,952  
   $ 1,271,658   $   (204,372)  $1,067,286  
Accounts payable and accrued liabilities(1)  $      24,486   $      13,007   $      37,493  
Deferred tax liability            3,164                     -              3,164  
Borrower deposits            1,239                     -              1,239  
Deferred facility fees            7,579                     -              7,579  
Due to Catalyst Fund Limited Partnership V        175,505        (175,505)                      -  
Revolving credit facilities        189,740          (13,829)        175,911  
Senior debt          49,890            (5,531)          44,359  
Subordinated bridge facility, due to Catalyst        305,806            (9,678)        296,128  

       757,409        (191,536)        565,873  
Share capital        425,168                     -         425,168  
Contributed surplus            6,131                     -              6,131  
Retained earnings          83,679          (12,836)          70,843  
Accumulated other comprehensive loss             (729)                    -               (729) 
         514,249          (12,836)        501,413  
   $ 1,271,658   $   (204,372)  $1,067,286  

(1) Payable recognized pertains to the derecognized income owed to Catalyst Fund V as a result of the participation interest. 
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Statement of Comprehensive Income 
Three Months Ended September 30, 2016 Nine Months Ended September 30, 2016 

  Consolidated 
Effect of 

Derecognition 
After 

Derecognition Consolidated 
Effect of 

Derecognition 
After 

Derecognition 

Interest  $  49,976   $    (8,231)  $    41,745   $ 147,929   $  (19,193)  $ 128,736  
Fees and other        3,509         (1,085)          2,424        13,946         (3,042)        10,904  
       53,485         (9,316)        44,169      161,875       (22,235)     139,640  

Catalyst Fund Limited Partnerships      (7,071)             204          (6,867)      (21,553)             744       (20,809) 
Senior debt and revolving credit facilities      (4,003)             334          (3,669)      (12,890)          1,078       (11,812) 
     (11,074)             538       (10,536)      (34,443)          1,822       (32,621) 

Net interest income      42,411         (8,778)        33,633      127,432       (20,413)     107,019  
Provision for loan losses    (26,284)             503       (25,781)      (48,507)             522       (47,985) 
Recovery under the Catalyst guarantee        6,396              (14)          6,382        13,917              (33)        13,884  
Gain on derivative assets associated with 
loans                -                  -                    -        32,000                  -         32,000  
Foreign exchange gain         (215)               34             (181)         1,492            (159)          1,333  
Income from assets acquired from loans      (2,004)                 -          (2,004)        (8,200)                 -         (8,200) 
Catalyst's share of overhead expenses                -           2,878           2,878                  -           7,247           7,247  
     (22,107)          3,401       (18,706)        (9,298)          7,577         (1,721) 

Salaries and wages      (2,958)                 -          (2,958)        (9,019)                 -         (9,019) 
Stock options expense         (651)                 -             (651)        (1,783)                 -         (1,783) 
General and administrative       (1,191)                 -          (1,191)        (6,103)                 -         (6,103) 
       (4,800)                 -          (4,800)      (16,905)                 -       (16,905) 

Income before income taxes      15,504         (5,377)        10,127      101,229       (12,836)        88,393  

Current income taxes (expense) recovery      (4,229)                 -          (4,229)      (12,685)                 -       (12,685) 
Deferred income taxes (expense) recovery         (736)                 -             (736)      (16,013)                 -       (16,013) 
       (4,965)                 -          (4,965)      (28,698)                 -       (28,698) 

Income and comprehensive income  $  10,539   $    (5,377)  $      5,162   $   72,531   $  (12,836)  $   59,695  

20.     EARNINGS PER SHARE: 

  
Three Months Ended 

September 30 
Nine Months Ended 

September 30 
  2016 2015 2016 2015 
Basic earnings per common share: 
Net income  $   5,162  $ 19,925   $ 59,695  $ 54,304  
Weighted average number of common shares outstanding ('000s)     50,336      49,502      50,312      50,469  
Basic earnings per common share  $      0.10  $     0.40   $      1.19  $     1.08  

Diluted earnings per common share: 
Net income  $   5,162  $ 19,925   $ 59,695  $ 54,304  
Weighted average number of common shares outstanding ('000s)     50,336      49,502      50,312      50,469  
Adjustments to average shares due to: 
   Share-based payment options and others           629           133            369           318  
Weighted average number of common shares outstanding ('000s)     50,965      49,635      50,681      50,787  
Diluted earnings per common share  $      0.10  $     0.40   $      1.18  $     1.07  
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21.     SUBSEQUENT EVENTS: 
(a) Subsequent to the period-end, in October 2016, the Company increased the amount of its aggregate 

annual dividend to $1.20 per share.   

(b) Subsequent to the period-end, in October 2016, the Company announced that it is increasing the 
number of shares eligible under its current substantial issuer bid by 1,500,000 shares, or approximately 
an additional 3% of the shares outstanding shares as at October 27, 2016. Under the revised Offer, 
Callidus has offered to purchase for cancellation up to 5,071,428 of its outstanding common shares at 
$16.50 per share, from its shareholders. Under the revised Offer, the aggregate maximum purchase 
price payable by Callidus is $83.7 million. 

(c) Subsequent to the period-end, in October 2016, the Company announced that Goldman Sachs has been 
engaged to act as financial advisor in connection with the previously announced privatization process. 
The process is now underway and is expected to be completed before the end of the second quarter of 
2017.  
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Form 52-109F2 
Certification of Interim Filings 

Full Certificate 
 
I, Newton Glassman, the Chief Executive Officer of Callidus Capital Corporation, acting in that capacity 
and without personal liability, certify the following: 

1. Review: I have reviewed the interim financial report and interim MD&A (together, the “interim 
filings”) of Callidus Capital Corporation (the “issuer”) for the interim period ended September 
30, 2016 

 
2.  No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the 

interim filings do not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances under which it was made, with respect to the period covered by the interim filings. 

 
3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim 

financial report together with the other financial information included in the interim filings fairly 
present in all material respects the financial condition, financial performance and cash flows of 
the issuer, as of the date of and for the periods presented in the interim filings.  

 
4. Responsibility: The issuer’s other certifying officer and I are responsible for establishing and 

maintaining disclosure controls and procedures (DC&P) and internal control over financial 
reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of 
Disclosure in Issuers’ Annual and Interim Filings, for the issuer. 

 
5. Design:  Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer’s other 

certifying officer(s) and I have, as at the end of the period covered by the interim filings 
 
(a)  designed DC&P, or caused it to be designed under our supervision, to provide reasonable 

assurance that  
 
(i) material information relating to the issuer is made known to us by others, 

particularly during the period in which the interim filings are being prepared; and 
 

(ii) information required to be disclosed by the issuer in its annual filings, interim 
filings or other reports filed or submitted by it under securities legislation is 
recorded, processed, summarized and reported within the time periods specified 
in securities legislation; and  

 
(b)  designed ICFR, or caused it to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with the issuer’s GAAP. 

 
5.1 Control framework:  The control framework the issuer’s other certifying officer and I used to 

design the issuer’s ICFR is the Internal Control – Integrated Framework (2013) published by 
The Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

 
5.2 ICFR – material weakness relating to design:  N/A 
 
5.3 Limitation on scope of design:  N/A 

2701215

1238

Darla




 2

 
6. Reporting changes in ICFR: The issuer has disclosed in its interim MD&A any change in the 

issuer’s ICFR that occurred during the period beginning on July 1, 2016 and ended on September 
30, 2016 that has materially affected, or is reasonably likely to materially affect, the issuer’s 
ICFR.  

 
Date: November 3, 2016 
 
(signed) Newton Glassman 
 
Newton Glassman 
Chief Executive Officer 
 

2711216

1239



 1

Form 52-109F2 
Certification of Interim Filings 

Full Certificate 
 
I, Dan Nohdomi, the Chief Financial Officer of Callidus Capital Corporation, acting in that capacity and 
without personal liability, certify the following: 

1. Review: I have reviewed the interim financial report and interim MD&A (together, the “interim 
filings”) of Callidus Capital Corporation (the “issuer”) for the interim period ended September 
30, 2016 

 
2.  No misrepresentations: Based on my knowledge, having exercised reasonable diligence, the 

interim filings do not contain any untrue statement of a material fact or omit to state a material 
fact required to be stated or that is necessary to make a statement not misleading in light of the 
circumstances under which it was made, with respect to the period covered by the interim filings. 

 
3. Fair presentation: Based on my knowledge, having exercised reasonable diligence, the interim 

financial report together with the other financial information included in the interim filings fairly 
present in all material respects the financial condition, financial performance and cash flows of 
the issuer, as of the date of and for the periods presented in the interim filings.  

 
4. Responsibility: The issuer’s other certifying officer and I are responsible for establishing and 

maintaining disclosure controls and procedures (DC&P) and internal control over financial 
reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of 
Disclosure in Issuers’ Annual and Interim Filings, for the issuer. 

 
5. Design:  Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer’s other 

certifying officer(s) and I have, as at the end of the period covered by the interim filings 
 
(a)  designed DC&P, or caused it to be designed under our supervision, to provide reasonable 

assurance that  
 
(i) material information relating to the issuer is made known to us by others, 

particularly during the period in which the interim filings are being prepared; and 
 

(ii) information required to be disclosed by the issuer in its annual filings, interim 
filings or other reports filed or submitted by it under securities legislation is 
recorded, processed, summarized and reported within the time periods specified 
in securities legislation; and  

 
(b)  designed ICFR, or caused it to be designed under our supervision, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with the issuer’s GAAP. 

 
5.1 Control framework:  The control framework the issuer’s other certifying officer and I used to 

design the issuer’s ICFR is the Internal Control – Integrated Framework (2013) published by 
The Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

 
5.2 ICFR – material weakness relating to design:  N/A 
 
5.3 Limitation on scope of design:  N/A 
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6. Reporting changes in ICFR: The issuer has disclosed in its interim MD&A any change in the 

issuer’s ICFR that occurred during the period beginning on July 1, 2016 and ended on September 
30, 2016 that has materially affected, or is reasonably likely to materially affect, the issuer’s 
ICFR.  

 
Date: November 3, 2016 
 
(signed) Dan Nohdomi 
 
Dan Nohdomi 
Chief Financial Officer 
 

2731218

1241



 58 

 

EXHIBIT 20  

2741219

1242



12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 1/8

BUSINESS NEWS MARCH 26,  2018 / 2:35 PM / UPDATED 3 YEARS AGO

Callidus shares tumble after Reuters report on
Catalyst valuations

By John Tilak, Lawrence Delevingne 3  M I N  R E A D

A sign shows the entrance to the offices of Callidus Capital in Toronto, Ontario, Canada July 6, 2017.
REUTERS/Chris Helgren
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12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 2/8

TORONTO/NEW YORK (Reuters) - Shares of Canadian lender Callidus Capital Corp lost as

much as 21.6 percent in two trading sessions, hitting an all-time low, after a Reuters report

on Friday raised questions about the valuations that parent company Catalyst Capital Group

Inc assigned to some of its portfolio companies.

Callidus, which offers high-interest loans to distressed companies and went public in 2014, is

one of the largest holdings in Catalyst’s private equity funds. Among other things, the Reuters

report said that Callidus has so far been unable to find a buyer to take the company private.

Catalyst said in a press release last year that it was targeting a price of C$18 to C$22 a share.

Callidus shares dropped 6 percent on Friday. The slide continued on Monday, with the stock

falling as much as 16.5 percent to hit a record low before ending down 6.4 percent at C$6.23,

a drop of about 39 percent since the start of the year.

A D V E R T I S E M E N T

The Reuters report, citing various sources and documents, also noted that at least three other

of Catalyst’s major assets have struggled to find buyers at the firm’s valuations.

A spokesman for Callidus and Catalyst, which are both headed by Newton Glassman,

declined to comment for this story on Monday.
FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 3/8

Catalyst, in a statement issued on Friday after Reuters published its reporting on the firm,

said that the news organization was “unobservant” of the nature of private equity and of

Catalyst’s accomplishments in “rebuilding broken companies.”

A D V E R T I S E M E N T

Find your mountain escape
Share great memories without sharing space. Book a whole vacation home for your family.

Ad

“We can only stand dumbfounded by the failure of Reuters to understand the basic value

creation principles required to grow companies and the care we take to protect and maximize

returns,” Catalyst said.

After Callidus reported its most recent quarterly earnings in November, National Bank

analyst Jaeme Gloyn said in a report, “We believe recent performance materially impacts

both the probability and the valuation of a privatization transaction.” Callidus said on

Monday it would report fourth-quarter results on April 2.

Reporting by John Tilak in Toronto and Lawrence Delevingne in New York

Our Standards: The Thomson Reuters Trust Principles.

M O R E  F R O M  R E U T E R S

FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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1/12/2021 Globe investigation of Davie shipyard finds complex web of ownership, financing - The Globe and Mail

https://www.theglobeandmail.com/news/politics/globe-investigation-of-davie-shipyard-finds-complex-web-ofownership/article34857698/ 1/9

SHIPBUILDING

A tale of two shipyards

Alex Vicefield, chief executive Inocea Group, and his partners are transforming the M.V. Asterix, seen here in 2016, into what he says will be an interim oil-replenishment ship to lease to navy.

MATHIEU BELANGER/FOR THE GLOBE AND MAIL

A Globe and Mail investigation has discovered the company that got the contract to provide a

temporary supply ship for the Canadian navy is owned by a complex web of companies that can be

traced from Canada and the United Kingdom to the tax havens of Monaco and the British Virgin

Islands

ROBERT FIFE OTTAWA BUREAU CHIEF
STEVEN CHASE
DANIEL LEBLANC PARLIAMENTARY AFFAIRS REPORTER
PAUL WALDIE EUROPE CORRESPONDENT
PUBLISHED APRIL 29, 2017

PUBLISHED APRIL 29, 2017

This article was published more than 3 years ago. Some information in it may no longer be current.

31 COMMENTS   TEXT SIZESHARE
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1/12/2021 Globe investigation of Davie shipyard finds complex web of ownership, financing - The Globe and Mail

https://www.theglobeandmail.com/news/politics/globe-investigation-of-davie-shipyard-finds-complex-web-ofownership/article34857698/ 2/9

The towering seven-storey superstructure that will sit atop Canada's newest naval supply ship weighs 2,200

tonnes and is outfitted with cabins, provision stores and all of the vessel's public areas. It is a key part of the ship

and it cost tens of millions of dollars to build, enough to employ 400 people at its peak and provide a badly

needed boost for a shipyard that was, until recently, on the verge of collapse.

In 2013, this shipyard was on its knees. The owners had announced plans to close it, putting 650 people out of

work and ripping the heart out of a community where shipbuilding had been a way of life for centuries. Now,

rows of soaring cranes dance above sleek warehouses.The sprawling yard is busier than ever, and nearly all the

jobs are back.

This is a revival sparked by a Canadian contract, but the yard is not the Chantier Davie Canada Inc. shipyard in

L�vis, Que., which was awarded a controversial sole-source deal by Ottawa to build the vessel and make Quebec a

boat-making powerhouse in the process. It is Rauma Marine, a resurgent Finnish company in the small port town

of Rauma, 250 kilometres northwest of Helsinki, where much of the work is actually being done.

The shipbuilding project worth an estimated $667-million Canadian, according to the RCMP, is at the centre of a

criminal probe of Vice-Admiral Mark Norman, the second-highest-ranking member of the Canadian military.

Vice-Adm. Norman, who has been suspended as vice-chief of the defence staff, is alleged to have leaked secrets to

help Davie pressure the Liberal cabinet into sticking with a project the Conservatives awarded the day before the

2015 election campaign began. On Aug. 1, 2015, the Tories signed a letter of intent, the first step to a contract and

one that committed Ottawa to a break fee of as much as $89-million.

The Liberals were concerned about the viability of the shipbuilder, and the leaks hindered cabinet from doing due

diligence on the plan, which was meant to revive the struggling Davie as Quebec was attempting to position itself

as a transatlantic trade hub. But as the Finnish connection shows, not all of the work is being done in Quebec, and

there are questions about the long-term value of the deal for Canadians.

A Globe and Mail investigation has discovered that Davie is owned by a complex web of companies that can be

traced from Canada and the United Kingdom to the tax havens of Monaco and the British Virgin Islands.

In addition, the investigation revealed that the company – which bills itself as the country's largest shipbuilder –

has borrowed hundreds of millions of dollars from lenders of last resort, including Bay Street financier Newton

Glassman and a small financing firm whose directors own a Windsor, Ont., paving company. These lenders

extend credit to distressed companies at annual interest rates of up to 25 per cent.

Alex Vicefield, a former British fencing champion and chief executive offier of Inocea Group, an offshore

consortium that bought Davie five years ago, said the ownership group is not public information.

"It is a blend of Western European private investors and major U.S.-based financial institutions and banks,"

he said.

He acknowledged that the company approached Canadian banks for financing, but said that without a final

contract in hand, "there was far too high a risk for a normal bank to finance."

The Quebec government also provided a $14.2-million interest-free loan to Davie in December to address the

company's "short-term liquidity problems." The province and Davie are in a commercial dispute over a contract
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1/12/2021 Globe investigation of Davie shipyard finds complex web of ownership, financing - The Globe and Mail

https://www.theglobeandmail.com/news/politics/globe-investigation-of-davie-shipyard-finds-complex-web-ofownership/article34857698/ 3/9

to build two ferries, which have faced significant delays and a $100-million cost overrun.

Mr. Vicefield said he did not want to discuss the ferry dispute and defended the decision to outsource part of the

supply-ship project to Finland, saying Davie could not have delivered the ship to the navy on time this fall had it

done the work in Quebec.

Alex Vicefield, CEO of Inocea, speaks during an interview at the Davie Shipyard in Levis on Monday September 12, 2016.

MATHIEU BELANGER/FOR THE GLOBE AND MAIL

PROJECT RESOLVE

The deal with Davie, dubbed Project Resolve, is unusual. Instead of buying a ship, the Canadian military will rent

the vessel, even though the money Ottawa is spending is equivalent to – or more than – what it costs NATO allies

2991244

1267



1/12/2021 Globe investigation of Davie shipyard finds complex web of ownership, financing - The Globe and Mail

https://www.theglobeandmail.com/news/politics/globe-investigation-of-davie-shipyard-finds-complex-web-ofownership/article34857698/ 4/9

such as Norway and the Netherlands to purchase similar supply vessels. Davie's backers, not Canadian taxpayers,

still own the new ship at the end of the day.

The Globe has also learned that ownership of the new naval-support ship has been placed in a separate

corporation, called Asterix Inc. In the event that Davie and its sister company Federal Fleet Services go into

bankruptcy, creditors cannot seize the ship.

"This is quite a standard thing," Mr. Vicefield said. "The way ship companies work is for every ship you own, you

put it in a single-purpose company."

The federal and Quebec governments have poured hundreds of millions of dollars into the shipyard over the past

decade, including a $229-million federal Export Development loan to the previous owners for three offshore

exploration ships for the oil industry. Only one of those ships was completed at L�vis in 2014.

Vice-Adm. Norman championed the Davie supply ship when the Trudeau Liberals swept to power in the fall of

2015. The Liberals decided to review the plan after Canada's Irving Shipyards and Vancouver-based Seaspan –

owned by a U.S. firm – said they could do it for half the cost and in less time.

Before the 2015 election, the Harper cabinet circumvented the government's own rules to bypass an open

competition and hand the supply ship project to Davie, which is based in the riding of then-cabinet minister

Steven Blaney.

The RCMP allege in an affidavit filed in court that Vice-Adm. Norman divulged cabinet deliberations to one of the

executives of the shipyard and helped devise a media and lobbying campaign to pressure the Liberals to go ahead

with the contract.

The Mounties obtained e-mails from Vice-Adm. Norman to Spencer Fraser, CEO of Federal Fleet Services, the

company in charge of the navy supply vessel project. The RCMP allege those e-mails reveal the admiral shared

confidential information with Mr. Fraser, who passed it to other shipyard executives, including the British owners.

Davie was passed over for major federal government shipbuilding contracts in a 2011 disbursement of work

because it was insolvent and under court protection from creditors. The bulk of big-ticket military and non-

military work went to Irving's Halifax shipyard and Seaspan in Vancouver. The Davie shipyard emerged from

bankruptcy protection in November, 2012, after it was bought by new owners, and began lobbying Ottawa hard

for major work.

Financial records in foreign registries appear to indicate that Davie is owned by ZM Industries Ltd. of the U.K.,

which in turn is owned by ZM Offshore Management in the British Virgin Islands. Records also show that Federal

Fleet Services is owned by Inocea U.K. Ltd.

Inocea and ZM Industries have identical directors, whose addresses are listed at a small accounting firm in a

rundown area of mid-London. The Globe was unable to determine all the owners of ZM Offshore Management. A

British Virgin Islands official declined to release a list of directors of ZM Offshore.

Mr. Vicefield told The Globe he and Davie shipyard president James Davies are the main principals of the three

offshore firms, although he acknowledges there are other investors based in Western Europe and the United

3001245

1268



1/12/2021 Globe investigation of Davie shipyard finds complex web of ownership, financing - The Globe and Mail

https://www.theglobeandmail.com/news/politics/globe-investigation-of-davie-shipyard-finds-complex-web-ofownership/article34857698/ 5/9

States, whom he refused to name.

"The actual structures are more complex than actually the way it is, which is a fairly simple organization owned

by a group of individuals with different financial institutions backing us on different projects," Mr. Vicefield said.

"If you are looking for the ultimate beneficial owners of all it, you know, it is myself and Mr. Davies and then

amongst different companies, there are financial investors who invested in different subsidies."

Inocea and ZM Industries have borrowed heavily from lenders that specialize in distressed firms in need of a lot of

cash to turn things around. The financing – at high-percentage returns – was used to refit the navy supply ship,

and to assist in building two high-tech car ferries, contracted by the Quebec government at a cost of $125-million.

Toronto-based Callidus Capital Corp. lent $318-million to Inocea and ZM Industries, which used $309-million of

that money, The Globe has learned. Callidus was paid interest rates in the high teens, according to a source with

knowledge of the transaction.

Callidus – headed by financier Newton Glassman – bills itself as a lender of last resort that provides "fast, flexible

and creative funding solutions to companies that cannot access traditional lending sources." The company reports

that it makes returns of 17 per cent to 19 per cent on loans. But Mr. Vicefield said in a telephone interview from

Monaco that the overall cost of the borrowing was 3 per cent to 4 per cent. A source told The Globe that Callidus

does not lend money at those low rates.

"It has been a great project from the financing perspective because we have been able to borrow at rates that are

lower than the normal level," Mr. Vicefield said. "That's because of the credit worthiness of the federal

government. That is why we are down at the 3- to 4-per-cent interest rates."

The loan from Callidus was paid off in March, and Mr. Vicefield found new financing of $385-million from U.S.

Bank National Association. That debt was then resold to JPMorgan and Anchorage Capital – a New York hedge

fund that specializes in distressed companies and is known to be secretive about its clients.

The shipyard also registered a $57.5-million loan in March with Bridging Finance Inc., a firm whose directors own

Coco Paving of Windsor, Ont. Mr. Vicefield said this financing was for the ferry project to help the shipyard's cash

flow while awaiting payment from the Quebec government for labour tax credits, he said.

Financial filings for collateral on the loans Davie owners have taken out show an annualized interest rate of 25

per cent. The holding companies put up the shipyard and Federal Fleet Services as collateral.
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Vice-Admiral Mark Norman, who has been suspended as vice-chief of the Defence Staff of Canada, is alleged to have leaked secrets to help Davie pressure the Liberal cabinet into sticking with
a project the Conservatives awarded the day before the 2015 election campaign began.

CPL MICHAEL BASTIEN

'FULL CAPACITY'

Mr. Vicefield played down the high-risk financing and talked up the naval project as a boost to Quebec's economy

through shipyard jobs and purchases from hundreds of domestic suppliers. He was less willing to discuss the

ferry project.

Quebec's provincial ferry corporation, Soci�t� des traversiers, has already paid $125-million to Davie for the two

ferries. This includes a $20-million payment that was made "under protest," meaning that the provincial agency

has reserved the right to seek repayment at a later date, according to a spokeswoman for the agency.

"I am not going to talk about the ferry dispute with the Quebec government," Mr. Vicefield said.

A senior provincial official described the haggling over the two ferries as a mere "commercial dispute," with Davie

and the provincial Soci�t� des traversiers unable to come up with a final price tag for the vessels.

An independent arbitrator is being hired to determine the formal value of the two ferries, who owes what to

whom, and to put an end to the $100-million cost-overrun dispute, a provincial official said.

The Quebec government is doing everything in its power to boost the fortunes of the struggling shipyard, stating

it is convinced the current ownership team has a long-term strategy to win future contracts.

In an interview in their offices near the shipyard in an industrial part of L�vis, officials of the union that

represents the Quebec shipyard workers said they signed a five-year contract with Davie last year to bring

stability to the shipyard and be in a position to win additional federal contracts after Project Resolve is finished.

They said the shipyard is operating at "full capacity" these days, with about 1,400 unionized workers,

administrative staff and subcontractors working on the supply ship and the ferries. They said the superstructure

on the refuelling vessel would have ideally been built at their shipyard, but agreed with the company's decision to

do the work in Finland in order to meet Ottawa's deadline.

They have no idea what will come after these contracts, with nothing in the order books that they know of, but

hope that Davie will find its next act.

"We are starting to have job security, families are moving here, we know the value of having work," said Steeve

Sanschagrin, a steelworker and union official. "We have gone through years of misery. Now that we are working,

we don't want to lose it."
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The Asteryx ship is pictured at the Davie Shipyard in Levis on Monday September 12, 2016.

MATHIEU BELANGER /FOR THE GLOBE AND MAIL

A CONTRACT QUESTIONED

Mr. Vicefield and his partners sold the former Conservative government on the ship-leasing proposal after a 2014

fire destroyed the 45-year-old HMCS Protecteur, the last supply ship for the Royal Canadian Navy. The navy has

been relying on countries such as Spain and Chile to replenish its ships at sea.

The British entrepreneur and his partners bought a commercial vessel, the MV Asterix, in Europe for $20-million

(U.S.) and are transforming it into what he says will be a $500-million interim oil-replenishment ship to lease

to navy.

Mr. Vicefield insisted there is no risk to Canadian taxpayers, because his companies do not get paid until the

supply ship is operational and the leasing payments kick in.

"We guarantee a fixed rate and we don't get paid until we deliver that service. There is no mechanism for cost

overruns. There is no money from the Canadian taxpayer until we actually deliver," Mr. Vicefield said.

He maintained his companies will get paid far less than the $667-million (Canadian) identified by the RCMP in

court documents. The government has said the supply-ship contract will cost Canadian taxpayers as much as

$587-million, which includes five years of in-service support.

Mr. Vicefield said the lease contract is valued at $300-million, plus $150-million operational costs, over five years.

Ottawa has an option to renew the lease for another five years as well as to buy the $500-million ship.

Kevin McCoy, president of Irving Shipbuilding, said his company could have supplied the same ship for much less,

arguing the Halifax shipyard could convert an existing vessel and lease it to Ottawa for six years, "including
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maintenance … and a Canadian crew," for $220-million. The work would have been done in Halifax and been

ready last year, he said.

The Davie project, by comparison, was awarded in late 2015 and the ship is scheduled to be ready for service

this fall.

Knut Arne Trellevik, director of Tudor Shipping Ltd., a ship brokerage, agency and consultancy, said Canada

could have bought a similar ship for considerably less than the leasing arrangement it has with Davie. "The

government in the U.K. and Norway and Denmark ordered the same ship from South Korea and the bill was $175-

million all in, a complete ship," he said.

He also pointed out that the naval supply ship is owned by Asterix Inc., which leases it to Federal Fleet Services,

which will then lease it to the navy.

"So Asterix will always get the money, but if Federal Fleet Services goes bankrupt, Asterix is not bankrupt. The

ship-owning company Asterix will not be part of the bankruptcy and they are within their legal right to do this,"

he said.

A FINNISH REVIVAL

For companies around Rauma, the Canadian project has been a boon. The contract for the superstructure came

just after the city bought the local shipyard from its South Korean owners and had begun trying to lure companies

to the renamed Seaside Industry Park. Rauma Marine was formed at the same time by a group of local

shipworkers, backed in part by the Finnish government. At its peak, the Davie project employed 400 workers in

the shipyard, with Rauma Marine drawing on suppliers from across the region. The Davie contract was crucial to

"keep [Rauma Marine] alive and continue their business," said Timo Luukkonen, a city official who manages

the shipyard.

And more work could be coming. The company that designed the superstructure, Almaco, is based in nearby

Turku, and it hired Rauma Marine to do the construction work. Almaco has signed a technology transfer

agreement with Davie, which Almaco officials believe will lead to more business in Finland.

Even if the Davie connection ends, the Canadian contract has already helped kickstart a revitalization of the

shipyard. Today it is busier than ever with a major ferry project and clients from as far away as Dubai. There is

new equipment in the yard, a steelworks operation, an assembly centre and docking areas that allow firms to

build ships and large components onshore and then load them on to barges for quick delivery. More than 30

specialized companies have set up here and the city government is spending €100-million to make the waterway

deeper so it can handle even larger vessels.

Mr. Vicefield said the Davie contract amounts to about $60-million in payment to the Finns. He said this

represents less than 15 per cent of the overall contract between Davie and Ottawa.

The Trudeau Liberals were concerned about the financial viability of the shipyard and the cost of the navy ship

when they formed the government and launched a review in late fall of 2015.

Treasury Board President Scott Brison told that RCMP that leaks to Davie executives prevented cabinet from doing

its jobs to properly analyse the navy project as political pressure mounted in Quebec City for Ottawa to approve
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the contract.

"The renderings of this [classified information] into the public domain did an awful lot to limit our ability to

really do what [the committee] intended to do, and that is more due diligence on this," Mr. Brison is quoted

saying in the RCMP affidavit.

In the end, a senior government official said, cabinet approved the deal because it would have cost $89-million to

get out of it. Opening the competition would also have "significantly delayed" the supply vessel, badly needed by

the navy to refuel its frigates at sea.

"We inherited a turd," a senior official told The Globe.

On Friday, RCMP spokeswoman Corporal Annie Delisle said the force's investigation into the leak of classified

information continues.

Meanwhile, the new naval supply ship's superstructure entered the Gulf of St. Lawrence on Friday, pulled by the

tug Fairmount Glacier, which is due to arrive in Quebec City shortly.
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Callidus draws OSC scrutiny on its $200-million casino-game play 
ANDREW WILLIS, JEFFREY JONES 
THE GLOBE AND MAIL 
May 17 at 7:47 PM ET 
Callidus Capital Corp., the publicly traded lender run by financier Newton Glassman, 
has been under scrutiny from Ontario’s securities regulator for its disclosure about an 
investment in a casino-game company. 
Callidus controls Bluberi Gaming Technologies Inc., a Quebec company that produces 
slot machines. The Toronto-based firm took ownership of Bluberi after it filed for 
protection under the Companies’ Creditors Arrangement Act in late 2015. Callidus was 
a lender to it. 
Today, Mr. Glassman’s firm values the investment at about $200-million. In a first-
quarter earnings release on Tuesday night, Callidus gave investors additional 
information about the investment “in connection with an Ontario Securities Commission 
continuous disclosure review.”  
Provincial securities commissions have a detailed rule book, known as National 
Instrument 51-102, that outlines how public companies must give information to the 
market on a continual basis. The commissions review public company filings and, from 
time to time, tell companies to improve the quality and detail of what they give to 
investors. 
 
Much of the new disclosure from Callidus is about risks to Bluberi’s business and the 
assumptions used to assess its value. The firm said it is giving the new information to 
help investors better understand the numbers and “to meet the disclosure requirements 
in [two sections of] NI 51-102.” Neither Callidus nor the OSC would comment further. 
The disclosure makes it clear that Callidus’ $200-million valuation is predicated on the 
gambling company showing significant growth and profitability in the coming years.  
Bluberi’s revenue was less than $20-million in the 12 months ended March 31, 2018. 
Callidus had previously disclosed Bluberi is seeking to grow by expanding in an 
unnamed South American country that is expected to “create a regulatory framework for 
the gaming industry by 2019.“ In the new disclosure, it clarified that gambling isn’t legal 
in this jurisdiction. 
 
“Legislation to legalize regulated gaming in this country remains pending,” the firm said, 
adding that it was still confident the government would pursue it, partly because the 
“poor economic backdrop of the country in recession” would create pressure to find new 
sources of revenue. 
The new Callidus disclosure also reveals that while Bluberi has applied for regulatory 
approval for its games in Ontario, British Columbia and Alberta, that process is 
expected to unfold slowly. In its most recent report, Callidus said Bluberi “anticipates” 
getting approval in Ontario and B.C. by the end of this year, but not until 2019 in 
Alberta. 
Callidus’s updated financial projections no longer include the potential sale of 7,000 
Bluberi slot machines that the company said last year would be deployed by another 
Glassman-controlled investment, Gateway Casinos & Entertainment Ltd. 

3071252

1275



Both Gateway and Bluberi are ultimately controlled by Mr. Glassman’s Catalyst Capital 
Group Inc., which is currently attempting to cash in on its ownership stake in Gateway 
though either an initial public offering or a sale to another casino operator. 
 
Despite those obstacles, Callidus last year raised its estimate of Bluberi’s earnings 
power, saying its average annual EBITDA over four years could be $59.1-million, a 
figure it said was backed by positive market reception to new products. That was a 33-
per-cent increase from previous projections. (EBITDA is earnings before interest, taxes, 
depreciation and amortization.) 
The $59.-1-million EBITDA projection, Callidus added, is “not representative of Bluberi’s 
current results.” 
Together, Catalyst and Callidus manage billions of dollars in assets, mostly in the debt 
and equity of companies that are in financial distress or are being restructured. 
But questions have arisen in recent months about Mr. Glassman’s ability to turn those 
investments into cash at desired prices and about Catalyst’s practice of extending the 
lives of its funds, allowing it to hold on to investor capital for longer than is typical for 
private equity funds. The concerns were brought to the fore in a Reuters news article in 
March. Catalyst disputed the article’s conclusions in a subsequent statement. 
Complicating matters for Catalyst is the fact that its private funds – which have raised 
money from institutions such as the pension plans at McGill University and the 
University of Toronto – own significant amounts of Callidus stock and debt. Callidus 
shares have performed poorly, losing more than half their value since being floated in 
2014. 
Callidus announced weak financial results on Tuesday, posting a quarterly loss of $7-
million, compared with a $3.5-million loss in the same quarter a year ago. The company 
lost $218.5-million in 2017. 
It reported loan losses of $15-million in the first quarter of 2018, and took control of 
Minnesota-based paving company Midwest Asphalt Corp. Callidus now owns six 
businesses where it was originally a lender, including Bluberi and Midwest, and has 19 
loans outstanding. The company values its overall portfolio at $1.2-billion, including a 
$414-million valuation on companies it has acquired. 
Among other revelations in the earnings release, Callidus said it is considering 
additional loans to an unnamed energy company that operates in South America and is 
facing financial difficulties. Regulatory filings show that parent Catalyst is prepared to 
lend Callidus US$150-million to meet that commitment. Callidus said it may lend the 
energy company more money, but is not required to do so. 
In 2017, Callidus took a $132-million provision against its loans to the unnamed 
company, which analysts have identified as Oklahoma-based Horizontal Well Drillers, 
which has extensive operations in Venezuela. At the time, Callidus said it may have to 
write off a further $64-million on this loan. 
Mr. Glassman has repeatedly discussed taking Callidus private over the past two years 
and at one point set out a target price of $18 to $22 a share, based on a valuation by 
National Bank Financial. In a conference call on Wednesday, Mr. Glassman said 
Callidus is continuing to work on a privatization and “has no material facts or changes to 
report.” The stock closed at $6.90 on Thursday in Toronto. 
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Open Positions
(Https://Insolvencyinsider.C
a/Category/Open-
Positions/)

Estate Administrator –
Sydney, Nova Scotia

Corporate Insolvency
Administrator

Senior Consultant,
Restructuring & Turnaround

Moves And Promotions
(Https://Insolvencyinsider.C
a/Category/Moves-And-
Promotions/)

Philippe Bélanger, partner at
McCarthy Tétrault LLP in
Montreal, has been appointed
a puisne judge of the Superior
Court of Quebec for the
district of Montreal.

KSAI Restructuring, newly
formed as a division of Kunjar
Sharma & Associates Inc. is
pleased to welcome Uwe
Manski, FCPA, FCA, FCIRP
(ret.) as its founding Executive
Director – Corporate and
Commercial Insolvencies. Mr.
Manski, a Licensed Insolvency
Trustee (LIT), brings more
than 40 years of experience
working with financially
troubled businesses covering
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m (https://insolvencyinsider.ca) > Recent Filings (https://insolvencyinside

June 5, 2020

Filing Type: Receivership (https://insolvencyinsider.ca/filing-
type/receivership/)

Trustee: PwC

Applicant: Callidus Capital

Applicant Counsel: Lawson Lundell

Industry: Manufacturing
(https://insolvencyinsider.ca/industry/manufacturing/)

Province: British Columbia (https://insolvencyinsider.ca/locations/british-
columbia/)

C. & C. Wood Products Ltd., a manufacturer of wood products with mill
facilities in Cranbrook and Quesnel, British Columbia, along with its
subsidiary, Westside Logging Ltd., were placed in receivership on June 5
on application by Callidus Capital, owed approximately $91.0 million. Over
the last two years, the companies sustained significant operating losses.
Although the companies previously attempted to implement various
restructuring initiatives and turnarounds, none of these resulted in a cash
flow positive operation or a going concern sale of the companies. As a
result, the companies' two facilities have now been shut down. PwC was
appointed receiver. Lawson Lundell is counsel to the applicant.

View Case Details (https://www.pwc.com/ca/en/services/insolvency-
assignments/ccwoodproducts.html)
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Newton Glassman's Gateway Casino deal offers
little windfall for Catalyst Capital
Catalyst had once valued Gateway Casinos & Entertainment at $2.5 billion; the new owner values it
at $1.46 billion, with debt

Bloomberg News
Paula Sambo

Jan 16, 2020  •  Last Updated 11 months ago  •  5 minute read

Two days after Christmas, Catalyst Capital Group sold its Canadian casino company, almost eight years after it �rst tried to exit its investment. PHOTO BY
JOHN LAPPA/SUDBURY STAR/POSTMEDIA NETWORK FILES
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At �rst blush, it looks like Newton Glassman, Canada’s distressed debt king, capped a forgettable 2019 with two massive
wins.

Just two days after Christmas, Glassman’s Catalyst Capital Group Inc. sold its Canadian casino company, almost eight years
after it �rst tried to exit its investment. A week later, Catalyst persuaded an investment group to sweeten its offer a second
time for Hudson’s Bay Co., likely ending a six-month battle over the Saks Fifth Avenue owner.
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A closer look shows that while the HBC transaction may yield double-digit gains for Catalyst, the Gateway deal won’t result
in any signi�cant windfall for its backers. Some of these investors had already been reluctant to invest fresh cash into the
private equity �rm, according to people familiar with the matter, including four who were sounded out starting in 2017 on
plans for a potential new fund.

Catalyst has owned Gateway Casinos & Entertainment Ltd., one of Canada’s biggest gaming companies with 25 properties,
since 2009. After at least two looks at going public, it �led for an initial public offering in November 2018, targeting a total
valuation of as much as $2.5 billion (US$1.9 billion), a person familiar with the matter said at the time.

That’s a far cry from the sale announced this month with Leisure Acquisition Co., known as a special purpose acquisition
company. It values the combined entity at $1.46 billion, with debt. Looking at it another way, Catalyst’s 30 per cent equity
stake in the new �rm is worth about US$132 million, according to the deal metrics released this month. As recently as the
third quarter of 2019, Catalyst said its 74 per cent stake was worth more than US$750 million, according to a report sent to
investors.

A representative for Toronto-based Catalyst said these numbers “are wrong and don’t re�ect important aspects of the
transaction in terms of the structure, equity, cash, non-participating assets and the value delivered to Catalyst LPs over the
last six years through re�nancings and other transactions.” The �rm is under restrictions to comment given the marketing
of the Gateway transaction.

Sweeter Bid
On the proposed Hudson’s Bay deal, Glassman scored a major win for minority shareholders by prompting a higher bid from
a group led by Chairman Richard Baker. Catalyst accumulated shares over the summer, amassing a 17.5 per cent stake to
�ght for a better price, while appealing to the Ontario Securities Commission for a delay in the shareholder vote.
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Based on the sweetened Baker offer of $11 a share, Catalyst would post a return of 8.8 per cent on the shares it bought in
August. Catalyst also snapped up stock sold by the Ontario Teachers’ Pension Plan in June for $9.45 a piece, resulting in a
potential 16 per cent gain.

A Hudson’s Bay store in Mississauga, Ont. PHOTO BY PETER J. THOMPSON/NATIONAL POST FILES

Still, Catalyst missed much of the upside in the stock by buying the bulk of its shares after Baker’s �rst bid in June at $9.45
each. Before that offer, the stock traded as low as $6.22 on June 7.

The Catalyst representative said that “should the transaction be completed, the return will be materially higher than what
Bloomberg’s calculation attempts to show ” He said the calculation is missing several key data points
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Bloomberg’s calculation attempts to show.” He said the calculation is missing several key data points.

Tough Year
The potential deals follow a tough year for Catalyst, which specializes in buying the debt of troubled companies — a world
Glassman once described as a “blood sport.” His publicly traded debt unit — Callidus Capital Corp. — was taken private for

just 75 cents a share in October after mounting losses from bad loans pushed it to the brink of insolvency. Catalyst, which
owns 70 per cent of Callidus, took the lender public in 2014 at $14 a share.

“It’s clear it is a sad story and nobody is trying to put a different spin on it,” David Sutin, chair of the special committee of
Callidus’s board, said after shareholders approved the bid from U.K. billionaire Joe Lewis to buy out minority shareholders
for about $5 million.

In numerous court �lings over the years, Catalyst has blamed Callidus’s woes on a systematic attack by dozens of Bay Street
short-sellers, dubbing them the “Wolfpack conspirators.” Callidus said in a recent regulatory �ling that the shorts sought to
“materially impair” its business, which hurt its ability to originate new loans and raise �nancing.

Some Catalyst investors have since grown cautious, worried that the troubles at Callidus Capital could spill over to the
private equity �rm, according to people familiar with the situation. They showed little appetite to put more money into a
potential new fund — what would have been the �rm’s sixth — that Glassman had planned to raise in 2017, according to
several people familiar with the plan, including those who were sounded out on the fund. Plans for the so-called Fund VI
were referenced in a report for a fund annual meeting on April 4, 2017. The fund was never put in place, and no papers were
�led.

The Catalyst representative said the �rm never attempted to raise money for a new fund, calling it “completely false.” The
terms of its previous fund, Fund V, restricted it from initiating fundraising.

“This is an attempt to express a failure in something that has never occurred,” the of�cial said.

Investors in the earlier Fund III are now being asked to wait another year to get their money back, giving Catalyst more time
to sell assets including Advantage Rent A Car, according to a fund update sent to backers last month. The US$1-billion fund
is now targeting the end of 2020 for a return of money, rather than the end of 2019, according to the update. The fund was
started in 2009. Catalysts’ backers include a long list of blue-chip investors including the Rockefeller Foundation, which
declined to comment for this article, and the Arizona State Retirement System, which didn’t respond to requests for
comment.
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The Catalyst representative objected to this “misinformed characterization. The automatic one-year extension is not a
delay, it is a contemplated aspect of our LP agreement as a means to allow for the maximization of returns, which has been
agreed to, and supported by, our LPs.” LPs refer to limited partners in the funds.

Ira Gluskin, a Canadian money manager and a former director of the University of Toronto’s asset management arm that
invests with Catalyst, expressed his frustration at a conference last year, saying he is an “unhappy investor” who wants his
money back, according to a Globe and Mail report at the time. Gluskin declined to comment for this story.
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BOARD MEMBERS
SICKKIDS FOUNDATION BOARD OF DIRECTORS 2015-16

Kathleen Taylor 
Chair of the Board, Royal Bank of Canada 
• Chair 
• Chair, Strategic Planning Committee (Ad Hoc)

Sonia A. Baxendale 
• Vice-Chair and Treasurer 
• Chair, Audit and Finance Committee

Christian Lassonde 
Chief Venture Advisor, The Next 36 
• Vice-Chair 
• Chair, Development Committee

Lisa Lisson 
President, FedEx Express Canada Ltd. 
• Chair, Compensation/Resource Management  
 Committee

Walied Soliman 
Partner, Norton Rose Fullbright Canada LLP 
• Chair, Governance and Nominating Committee

V. Prem Watsa 
Chairman & CEO, Fairfax Financial Holdings Ltd. 
• Chair, Investment Committee

Jordan Banks 
Managing Director, Facebook Canada

Jordan Bitove 
Partner, Spectrum Capital Partners

Gino DiGioacchino 
Chief Merchandising Officer,  
Wal-Mart Canada Corp.

Charles Field-Marsham 
Founder & President, Kestrel Capital  
Management Corp.

John Francis 
Managing Director, Fraser Kearney Capital Corp.

David Goodman 
President & CEO, Dundee Corporation

Wesley J. Hall 
Chief Executive Officer, Kingsdale Shareholder 
Services Inc.

Jake Herman 
President, Woodbourne Canada Management Inc.

Tim Hockey 
President, TD Ameritrade 

Dr. Amy Kaiser 
Doctor, The Clinic on Dupont

Lori Latchman

Frank Luk

Michael Medline 
President & CEO, Canadian Tire Corporation Ltd.

Caroline Mulroney Lapham 
Vice President, BloombergSen Investment Partners

Richard Nesbitt 
President & CEO, Global Risk Institute in  
Financial Services

Gail O’Brien

Justin Poy 
Founder, President & Creative Director, The Justin 
Poy Agency

Edward Rogers 
Deputy Chairman, Rogers Communications Inc.

Reza Satchu 
Managing Partner, Alignvest Capital Management

Irit Shay 
Co-owner, Royal de Versailles Jewellers 

Erol Uzumeri 
Founder, Searchlight Capital Partners

Ex-Officio (voting)

Dr. Michael Apkon

Ajit Khanna

Rose M. Patten 
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GRAND BENEFACTORS 
$10,000,000 +
Astral Media Radio, Newstalk 1010/Boom97.3/ 
Virgin Radio 99.9
Bell Canada and Bell Employees
J. P. Bickell Foundation
Garron Family 
Peter Gilgan Foundation
Heart and Stroke Foundation
Herbie Fund
The Roy C. Hill Charitable Foundation
Johnson and Johnson Inc.
Arthur and Sonia Labatt
Mining4Life: Supporting Mining Communities Worldwide
Rally for Kids with Cancer Scavenger Cup
RE/MAX INTEGRA Ontario-Atlantic Inc.
The John Ross Robertson Foundation
Rogers Foundation
The Slaight Family Foundation
TD Bank Group
Wal-Mart Canada Corp.
The Women’s Auxiliary of The Hospital for Sick Children

GRAND PATRONS 
$5,000,000 – $9,999,999
b.r.a.i.n.child
BMO Financial Group
Canaccord Genuity Great Camp Adventure Walk
CIBC and CIBC Children’s Foundation
Costco Wholesale
David and Stacey Cynamon
Cystic Fibrosis Canada
The Dilawri Foundation

FDC Foundation
Newton Glassman Charitable Foundation
Mitchell Goldhar
Harold and Bernice Groves
Robert Harding
The James Fund for Neuroblastoma Research
KRG Children’s Charitable Foundation
LCBO
Meagan’s Walk: Creating a Circle of Hope in Honour of 

Meagan Marie Bebenek
Northbridge Financial Corporation
RBC
Sandra and Jim Pitblado
Sears Canada Inc.
SickKids Psychiatry Association

GRAND PARTNERS 
$1,000,000 – $4,999,999
A
Adam’s Dream Fund
Air Canada Foundation
Al Qamra Holding Group
Amersham Health
An Enchanted Evening
Jamie and Patsy Anderson
Atrens-Counsel Insurance Brokers Inc.  

“Straight From Our Hearts”

B
Karen and Bill Barnett
Baxter Corporation
Bayer Inc.
Beer Canada

In Honour of Laurie Berman
Black Family Foundation
Oliver and Shirin Bock
Borden Ladner Gervais LLP
Brandan’s Eye Research Fund
Brazilian Carnival Ball 2009
Ron Bresler and Erin Donohue
Brookfield
Chris Brundage
Bunzl Distribution Inc.
Burger King Restaurants of Canada Inc.

C
The Cadillac Fairview Corporation Limited
Audrey and Donald Campbell Foundation
Canaccord Genuity Corp.
Canadian Tire Corporation Limited
CanWest Global Communications Corp.
Capitalize for Kids
Cardiac Kids
Caring Together – TD Employees Fund
Children of Chornobyl Canadian Fund
Hak Ming and Deborah Chiu
CIBC FirstCaribbean
CIT Group
CN
CN Employees’ and Pensioners’ Community Fund
Coast to Coast Against Cancer Foundation and  

Jenna’s Angels
Cochlear Americas
CTV Inc.
James H. Cummings Foundation

We would like to recognize the following individuals whose cumulative contributions have reached or exceeded $25,000, and those corporations, foundations, 
associations and community events that have generously contributed $50,000 or more, between April 1, 1993 and March 31, 2016. We are profoundly 
grateful for your support. We also wish to thank those donors who have chosen to remain anonymous.

OUR DONORS
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� �

� ·  Industry news

OSC IAP tempers support for Ontario task force
proposals

Advisory panel warns some proposed amendments could compromise regulators' ability
to ensure investors are protected

By Leo Almazora

Sep 08, 2020 / Share

In response to a wide-ranging consultation launched by the Ontario
Capital Markets Modernization Taskforce, the Ontario Securities
Commission’s Investor Advisory Panel (OSC IAP) praised certain
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proposals to help protect investors, but argued other suggested
amendments fall short of signi�cant progress or would represent a
step backward.

“The Task Force report contains many thoughtful and worthy ideas,”
said IAP Chair Neil Gross in a letter to Wallied Soliman, who heads
the taskforce.

Among the proposals it backed, the panel cited a recommendation
to empower the Ombudsman for Banking Services and Investments
(OBSI) to make binding decisions in addressing valid consumer
complaints.

That authority, which has been long sought by investor advocates,
would “foster greater public con�dence that Ontario’s capital
markets are fair and aim to provide investors with appropriate
protections,” the panel said. It also approved of a proposal to raise
OBSI’s monetary award limit to $500,000, which would bring it in
line with IIROC’s arbitration program.

The IAP agreed with the task force’s thinking that the OSC’s current
administrative penalty limit is too low, but asserted that the
recommended expansion to $5 million doesn’t go far enough.
“[C]onsideration should be given to empowering the OSC to impose
monetary penalties that exceed whatever �nancial bene�t the �rm
derived from its non-compliance,” the panel said.

The panel also backed a call to increase investors’ access to
independent investment product within the shelf system, as it
would fortify what it saw as shortcomings in recently-adopted
client-focused reforms (CFRs). However, to avoid singling out just
one sector of the industry, it suggested that the proposal be
expanded to include not just bank-owned dealers, but all dealers, or
at least all the large independent ones as well as those owned by
banks.

Among the areas it saw as problematic, the IAP highlighted a task
force proposal to expand the mandate of the OSC to include capital
formation and competition in the markets. While it acknowledged
the importance of fostering market competitiveness and growth,
the panel said making it an imperative for the OSC would potentially
degrade or destabilize public trust in the regulator as a fair and
objective watchdog of capital markets.

It also had reservations on another proposal, which sought to
expand the categories of accredited investors (AIs). While it agreed
that requirements to meet certainly �nancial thresholds should be
waived for those licensed to dispense investment advice, the IAP
suggested that AI status instead be based on a real benchmark for
investment knowledge or �nancial sophistication.
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“At most, income and wealth are merely indicative of capacity to
withstand loss – which may be important in the exempt market, but
loss capacity surely shouldn’t serve as a suf�cient criterion for
entry,” the panel said.

One proposal, which sought greater rights for persons or
companies directly affected by an OSC investigation or
examination, drew much harsher criticism. Citing that proposal’s
“unprecedented” purpose and scope, the panel warned such a
move could “compromise OSC investigations … through delays and
premature exposure of investigative leads, objectives, strategies
and evidence.”

The task force devoted part of its consultation report to comments
on strengthening self-regulatory organizations’ (SROs)
accountability and establishing a single SRO, which the IAP broadly
agreed with. However, given the CSA’s ongoing SRO framework
review along with the pan-Canadian scope of SRO operations, the
panel suggested that it would be “premature for Ontario to proceed
unilaterally on this front.”

The IAP also expressed quali�ed support for a proposal suggesting
a retail investment fund structure whose investment objectives and
strategies would involve investments in early-stage businesses.

“It is not clear whether the Task Force intended this proposal to
channel funding only toward early stage businesses or also toward
established small enterprises,” the panel said. “Support for both will
be crucial to rebuilding Ontario’s economy in the wake of COVID-19,
especially since the majority of private sector jobs are provided by
small business.”
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OPINION

It’s time for legislators to crack down on abusive short-selling

ORESTES PASPARAKIS, WALIED SOLIMAN AND JOE BRICKER
CONTRIBUTED TO THE GLOBE AND MAIL
PUBLISHED JANUARY 18, 2019

PUBLISHED JANUARY 18, 2019

This article was published more than 1 year ago. Some information in it may no longer be current.

Orestes Pasparakis is a partner at Norton Rose Fulbright in Toronto. Walied Soliman is global chair and Joe

Bricker is an associate at the firm. Mr. Pasparakis and Mr. Soliman are co-chairs of the firm’s Canadian special

situations team, which has played a leading role in some of Canada’s most high-profile hostile M&A and

shareholder activist and defence mandates.

Short-selling – a strategy where an investor bets that a company’s shares will decline in price – plays an important

role in our capital markets. It can help to ensure markets price in all relevant information, help investors hedge

their positions and root out fraud and abuse.

However, Canada has recently seen numerous examples of abusive short-selling, where short-sellers attempt to

profit from a short position by manipulating a stock’s price downward through false or misleading claims.

An Ontario court decision issued in December makes clear that for Canadian companies and investors subjected

to abusive short-selling, currently available private remedies are proving increasingly inadequate.

Without legislative reform, there are serious risks to the credibility and global competitiveness of Canada’s capital

markets, as well as risks of harm to investors.

In what’s known as the Harrington case, a Bermuda-based hedge fund alleged that a Canadian company and its

investors were the victims of market manipulation by short-sellers. The fund applied to the Ontario Superior

Court for an order against the Investment Industry Regulatory Organization of Canada (IIROC). If obtained, the

order would have compelled IIROC to provide the fund with full logs of trading activity in the company’s

securities, potentially allowing the fund to determine the culprits.

The court declined to issue the order and held that as a public regulator, IIROC does not have a duty to disclose

trading information to an investor contemplating a private claim.

It also acknowledged perceptions that regulation of “short-selling is permissive and lax in Canada compared to

other capital markets.” Yet the fact that investors had to sue (unsuccessfully) in an effort to obtain basic

information about who maintained a short position, and their trading activities, is distressing.
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Imagine you are the chief executive of a Canadian public company. Lawyers check every dot and comma of your

public disclosure. Securities laws impose personal liability on you for anything inaccurate or misleading in

financials. Yet short-sellers are seemingly free to employ abusive tactics and language and make outlandish

claims.

How would you respond? You could:

Try simply to get the truth out. But to paraphrase an old saying, short-sellers know a lie can travel far

throughout the markets before the truth gets its pants on. Risk-averse investors may already have lost

confidence before your story gets out.

Sue for libel or some other civil remedy. Short-sellers will wear your suit as a badge of honour, though. As

the Harrington case made clear, you may not even be able to find out who to sue.

Seek a remedy under Canadian securities laws. But provisions against misleading statements or market

manipulation do not contain a private right of action – in other words, a provision that gives companies or

investors who are harmed the right to pursue the case themselves. They only allow the regulator to pursue

the case, which is no sure bet. And even then, success requires proving a highly concrete market effect from

a specific statement.

Try to take the company private or engage in a merger or acquisition, but assuming you can find financing

or a buyer, why do something that drastic?

These are the exact options we have canvassed with any number of CEOs over the past year. When you do that, it

becomes clear that existing private remedies are not enough.

As a starting point, our legislators should require public disclosure of any net short position in a company’s

securities past a certain threshold, including the name of the holder, size of the position and date the position was

first acquired – just as they already do on the long side. In doing so, they would be following the precedent set in

the European Union, among other jurisdictions. For instance, the EU requires disclosure to the regulator when a

short position reaches 0.2 per cent of a company’s stock, public disclosure at 0.5 per cent and further public

disclosure for every 0.1 per cent after that. In the capital markets, information is oxygen. Investors should not

have to sue to find out who has taken out a major short position.

In addition, our legislators need to strengthen the provisions in our securities laws against misleading or untrue

statements. These laws readily impose liability on companies and their directors and officers for misleading or

untrue statements, without having to prove any market effect. The practical requirement to prove a precise

market effect of false or misleading statements made by a market participant should be softened.

Our legislators should also consider a private right of action for companies or investors who are harmed by

market manipulation, along the lines of the private remedies in the Competition Act. Of course, the right should

be carefully tailored to ensure that free speech about companies and their securities is adequately protected.

Lastly, our regulators need to keep up the prosecutorial pressure on abusive short-selling. While recent

prosecutions by the regulators in British Columbia and Alberta have not met with success, our regulators should

not lose their nerve. They deserve credit for their increased scrutiny on abusive shorting. Because most activist
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funds entertain several ideas at any one time, continued attention will encourage abusive short-sellers to think

twice about picking Canadian targets.

The inadequacy of private remedies against abusive shorts cries out for reform. Otherwise, Canada’s reputation as

a ripe target for abusive short-sellers will be increasingly deserved.

Resolve to be better informed.
JUST $1.99 PER WEEK for the first 24 weeks

3331278

1301

https://subscribe.theglobeandmail.com/#/digital?cid=pencil_cem1806-experience
https://subscribe.theglobeandmail.com/#/digital?cid=pencil_cem1806-experience


 69 

EXHIBIT 31 

  

3341279

1302



3351280

1303



 70 

EXHIBIT 32 

 
  

3361281

1304



1/15/2021 Ava Yaskiel, Associate Deputy Minister - Canada.ca

https://www.canada.ca/en/department-finance/corporate/organizational-structure/bios/associate-deputy-minister.html 1/1

Canada.ca
 

Department of Finance Canada
 

Organizational Structure> >

Ava Yaskiel, Associate Deputy Minister and
G7/G20 & FSB Deputy for Canada 

Biographical Notes

Ava Yaskiel joined the Department of Finance in February 2018 as Associate
Deputy Minister.

Ms. Yaskiel is on a leave of absence from Norton Rose Fulbright Canada LLP
where she was a partner practising corporate and securities law for over 20

years. Her broad-based business law practice prior to joining the civil service, was both
transactional and advisory in nature and spanned a variety of sectors. Ms. Yaskiel also held a
number of management related positions during her tenure at Norton Rose Fulbright,
including Global Head of Corporate, M&A and Securities, National Chair of the Canadian
Business Law Group, member of the Global and Canadian Executive committees and Global
Supervisory committee and Co-Managing Partner of the Toronto Office.

Prior to joining Norton Rose Fulbright, Ms. Yaskiel spent over five years with the Ontario
Securities Commission, holding a variety of positions, including acting Director in the Office of
the General Counsel, where she focused on mergers and acquisitions, related-party
transactions and related policy matters.

Ms. Yaskiel did her undergraduate studies at the University of Toronto, completed her LL.B. at
Osgoode Hall Law School and her LL.M. at Cambridge University.

In addition to a number of recognitions in the legal field, Ms. Yaskiel was named one of WXN's
Canada's most Powerful Women in 2011.
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New realities make Kingsway project unworkable
Mary Katherine Keown The Sudbury Star
Jan 10, 2021  •  Last Updated 22 hours ago  •  5 minute read

Ward 10 Coun. Fern Cormier says it is time to veer away from the KED and to look at alternative locations for an events centre. POSTMEDIA FILE PHOTO

It is time for the city to put the Kingsway Entertainment District to rest, the councillor for Ward 10 says.

Fern Cormier said Friday he is ready to look at alternatives to the KED.
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Cormier, whose ward includes the core, has always favoured a downtown location for a new events centre, but he said in a
Facebook post the time has come to seriously consider alternate locations.

It is “time for a sober second thought in light of a new reality,” Cormier wrote. “In 2017, council made a decision regarding
the KED based on a set of known facts and assumptions made at that time. Fast forward to 2021, and three-and-a-half years
later we find ourselves living in a much different world. Due to a number of events, not the least of which are the impacts of
COVID-19, things have shifted dramatically.”

As he noted, the city has entered into a collaborative partnership with Gateway Casinos and Dario Zulich, the intended
developer behind the project. The three partners are supposed to share costs.

But now Gateway is facing serious financial hardship — they recently borrowed $200 million from the federal government —
and is focusing on its existing operations, not on expansion, Robert Mitchell, a spokesperson for Gateway, told The Star
recently.

Cormier says that circumstance is enough to warrant a re-evaluation of the KED. Proceeding no longer seems like a viable
option, he argues.

“One of those partners, Gateway Casinos, is now experiencing, not withstanding its best efforts, difficulties that will at best
significantly delay and at worst, end their contribution to the KED completely,” Cormier wrote. “This information alone

STORY CONTINUES BELOW
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suggests we need to re-evaluate the project. If the same 2017 events centre reports were to come to council today, I believe
the discussion and vote would be much different. Knowing what we know now, I don’t see how we could proceed with a
project that is so dependent on outside factors that, at best, demonstrate the project may need to be delayed indefinitely.”

As Cormier notes, the project will move forward only when Gateway is ready to proceed. Mitchell said the company hopes to
begin looking at its Sudbury operations sometime in 2021, but he offered no specifics.

“In my view this puts us at a higher risk position as we don’t know when, or if, the main partner will be able to deliver what
council voted on in 2017,” Cormier told The Star Friday. “Notwithstanding what I believe to be their commitment to the
project, it may be unrealistic for them to be able to achieve the desired outcomes. I think the community wants us to be able
to move forward in a timely way and that means being able to proceed sooner rather than later.” 

While he respects all partners are doing what they can to realize the project and says “I do not doubt for a moment the shared
desire we all want a prosperous city,” Cormier points out circumstances have changed over the last three-and-a-half years
and waiting for Gateway puts the municipality in limbo.

“Notwithstanding best intentions and efforts, the reality is that because a main entertainment district partner is experiencing
challenges, we as a community are now stuck in a holding pattern on this project,” he wrote on Facebook. “That is never a
good position to be in if our desire is to deliver results for our city.”

Cormier wants to see an events centre located downtown.

“I do believe the community deserves a new events centre and I still believe that we can build a new one downtown that can
be successful,” he told The Star. “I am not opposed to reviewing the option of renovating what we already have provided the
cost-benefit on renovating versus building new makes sense for the community, while still delivering a world-class facility.”

Waiting longer is no longer an option, Cormier says.

“Some might say don’t build it at all given the current economic climate. I respectfully disagree with that view. As a local
government, we need to send the signal we are willing to invest in our community and that we have confidence in our
economic future,” he wrote on Facebook. “The development of an events centre is a multi-year project, and if we start now
and in the right way, we will be able to hit the ground running at full speed when we are through COVID and into an
economic recovery phase. Doing nothing is not an option that I think is responsible for any government when it comes to key
investments in our community.”
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If the city lacks the confidence to invest in itself, how could it expect anyone else to invest, Cormier asks. The investment
community would look at Greater Sudbury as though it were in “turtle mode and not willing to invest in our city going
forward.” It would send the wrong signal, Cormier says.

As he points out, the COVID-caused financial pressures currently facing the city “are on the operating side of the budget, not
the capital portion, so not proceeding with the new events centre will do nothing to offset those operating budget pressures
today.”

It is clear the city will not reap the benefits of the KED for several years or even a decade, Cormier argues. If the city really
wants to capitalize on the productivity of the project, it needs to get shovels in the ground as soon as possible. And that
means closing the books on The Kingsway location.

“If we want the biggest and best bang for our dollar we need to consider building a new events centre where we can control
the timeline and get moving on it sooner rather than later,” he wrote. “This approach can lead to a real and controlled
development timeline and will create a return on investment almost immediately, as a result of the increased value of existing
development. This can be a win-win scenario but only if we are willing to take the blinders off and look at the decision
through today’s set of circumstances. It is my belief the unbiased answer becomes clear when you look at the realities of today
that did not exist in 2017. Pursuing the concept of the KED any further at this point is not the right option for the citizens of
Greater Sudbury.”

mkkeown@postmedia.com 
Twitter: @marykkeown 
705 674 5271 ext. 505235
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Watchdog ‘astounded’ at Rich Coleman’s casino donation
comments

By    CKNW
Posted July 6, 2018 5:02 pm

Former B.C. Solicitor General Rich Coleman says government did 'everything we could' to prevent money laundering. THE

CANADIAN PRESS/Chad Hipolito

A B.C.-based political watchdog group is taking aim at former solicitor general

Rich Coleman, over comments he made regarding donations to the BC

Liberals from the gaming industry.
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Questions about the BC Liberals handling of the gaming file have been

swirling since the government released an independent report into money

laundering in B.C. casinos, which referred to a “decade of dirty money” under

the former government.

Speaking on CKNW’s The Lynda Steele Show Thursday, Coleman was

quizzed about donations to the party from casinos and appeared to suggest

that the party had disavowed them.

“I do know it was in our constitution for years that we would not take any

donations from gaming companies, so all during my tenure that was the way it

was, so we never did,” Coleman said.

LISTEN: Was there money flowing to the former government from casinos?

Speaking on The Jon McComb Show Friday, Dermod Travis, executive

director of Integrity B.C., said he was “astounded” to hear the claim.

TRENDING STORIES
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Travis said the party had taken in huge sums of money from the gaming

sector since the mid-2000s, pointing to media reports about the issue going

back as far back as 2008.

“What I think is more notable, frankly, with what Rich said yesterday, is that

the two main casino companies that were named in the German report

donated in excess of $347,000 in the period of time from 2015 to 2017,” Travis

said.

Elections B.C. political contribution disclosures show that Gateway Casinos &

Entertainment donated $218,902 to the BC Liberal Party between 2015 and

2017, and that the Great Canadian Gaming Corp. had donated $127,413 during

that period.

LISTEN: Talking to former Solicitor General Rich Coleman about the

German report on money laundering

 The Lynda Steele Show

Talking to former BC Solicitor General Rich Talking to former BC Solicitor General Rich 
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Strictly speaking, that period wasn’t during Coleman’s tenure as minister

responsible for gaming. By 2014, that job had been taken over by Mike de

Jong.

Travis argued that even if that was the case, it was disingenuous for Coleman

to appear to suggest he knew nothing of it.

“To imagine that the deputy premier, Rich Coleman, didn’t know that there

was a donor out there who was donating literally tens of thousands of dollars

every year, a donor who in fact sponsored their 2016 convention, I’m

astounded he would make the claim,” he said.

Travis noted that Coleman himself had even received a donation — albeit a

small one, for $390 — from Gateway Casinos in 2015.

The BC Liberals are not the only party to collect substantial donations from

major gaming corporations.

Elections BC records show the BC NDP have accepted $77,223 from Gateway

since 2013, and $47,000 from Great Canadian going back as far as 2006.

© 2018 Global News, a division of Corus Entertainment Inc.
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November 11, 2018 
  
  
Attention: Board of Directors, Governance Department and Board of Trustees of 
  
Harvard Management Private Equity, Alaska Permanent Fund Corp., Morgan Stanley AIP, 
Arizona State Retirement System, Montana Board of Investments, McGill University, Sun Life 
Assurance Company of Canada, University of Toronto, University of Michigan, Missouri State 
Employees’ Retirement System, Alameda County Employees’ Retirement Association, 
Wabash College, San Bernardino County Employees’ Retirement Association, Chartiers 
Country Club, Central Indiana Community Foundation Inc. as obtained from the Southern 
Investigative Reporting Foundation (SIRF) April 11, 2018 report 
  

Confidential 
Without Prejudice 

  
My name is Kevin Baumann, a firm I once owned Alken Basin Drilling Ltd, obtained a loan from Callidus 
Capital Ltd. on March 31, 2014. Callidus is a firm backed by Catalyst Capital Group Inc. which styles itself 
as an asset backed lender which Morgan Stanley AIP is invested in via Catalyst Capital Corporation. 
  
The conduct my business received from Callidus starting on the first day onward was to oppress and 
distress which had the effect of harming the business, commencing with a large unreasonable 
undisclosed hold back of funds and continuing with multiple holdbacks of availability funds designed to 
harm and culminated with Callidus demanding a Chief Recovery Officer being retained whose proper 
name and Ontario Securities Commission and Chartered Professional Accountants of Ontario record was 
not disclosed. Callidus most often has a clause within agreements whereby funds can be advanced at 
their sole discretion, these funds in my case were often controlled by the forced Chief Recovery Officer, 
although they must act honestly and in good faith according to Canadian Law. 
  
This is the conduct I experienced, and which conduct has been observed within other Callidus loans that 
Callidus has utilized in their playbook to oppress, seize and obtain a yield enhancement or benefit from 
borrowers on behalf of their investors and LP’s including Morgan Stanley AIP. 
  
Prior to the Ontario Securities Commission demand that Callidus stop booking non-realized yield 
enhancements which can be found in the attached second quarter release after the tenth item. Callidus 
had accumulated substantial yield enhancements and boasted of hundreds of millions of dollars in gains. 
These past earnings were based on earnings call transcripts relating to Bluberi, Alken and others. 
  
This explains why myself and numerous other Callidus borrowers confirm we were deceitfully enticed to 
sign personal guarantees after the loan was initially negotiated, but shortly before closing. I believe this 
was designed solely to mitigate a borrower’s ability to litigate against Callidus and for Callidus to hide 
behind the expensive game of litigation by utilizing Morgan Stanley AIP capital. To confirm why both 
companies are considered extremely litigious please 
reference www.catalystlitigation.com and www.calliduscapitallitigation.com. It was obvious 
Catalyst/Callidus representatives unique business plan was to purportedly loan funds, then to oppress 
my business in order to take over and obtain a yield enhancement on behalf of Morgan Stanley 
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AIP among others. Individuals representing Catalyst/Callidus also admittedly ordered a sting on a retired 
judge to obtain information relating to a case where a party had exposed Catalyst/Callidus conduct. 
  
Fortunately, I built a successful new business after the designed failure of Alken. I have spent in excess 
of $1,000,000 on legal, forensic and accounting professionals to defend against Callidus conduct that is 
unfathomable to most. During the loan in spite of every attempt by Callidus for my company to default, 
on loan call my company was current with Callidus, and in fact I even have evidence that I was not 
allowed to repay my loan, which would indicate the conduct was in all likelihood a yield enhancement 
stock play to obtain profits for Morgan Stanley AIP among others. 
  
I realize your entire investment in Callidus may be at risk due to negative performance results, losses 
and reputation. Although, I stress it is not due to my conduct or any other conduct other than Callidus’. 
The stark reality is few if any companies can be oppressed to the point of destruction and be rebuilt as 
most businesses are relationship based operations. I believe it is your capital funds at Callidus’ 
unfettered disposal that has allowed this travesty against myself as a previous Callidus borrower to 
develop and continue. 
  
Callidus fought for a summary judgement against me in Calgary Court. In spite of me receiving minimal 
relevant disclosure including proper disclosure of the yield enhancement relating to my business, 
Callidus’ judgement application was denied. Callidus is now appealing this decision. I believe I will prevail 
with Callidus’ latest appeal and I will be taking this matter to trial. Morgan Stanley AIP knew or ought 
to have known from the various press releases, media stories and lawsuits from Texas to Alberta that 
they are indirectly participating in harm against me among others. 
  
I am in possession of a detailed forensic report which describes each instance of wrong doing, some 
which I believe to be fraud. This report confirms the conduct I have experienced and can be obtained 
during a meeting and after signing an access consent letter.  
  
I would like to point out that the conduct I have received from your capital representative appears to 
be contrary to your organizations code of conduct and ethics.  
  
As a Canadian Citizen, I am concerned that allowing this conduct to go unchecked will result in other 
borrowers being harmed the way my company was. If I do not receive a reasonable reply relating to how 
your organization is going to appoint a monitor relating to your harmful investments in this matter, I will 
be taking this up with media as this matter is undoubtedly an item of public interest considering your 
firm manages public funds. 
  
Sincerely, 
Kevin Baumann 
  
www.calliduscapitallitigation.com 
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September 16, 2019 
 
Attention: Board of Directors, Governance Department or Board of Trustees of 
Harvard Management Private Equity, Alaska Permanent Fund Corp., Morgan Stanley AIP, 
Arizona State 
Retirement System, Montana Board of Investments, McGill University, Sun Life Assurance 
Company of 
Canada, University of Toronto, University of Michigan, Missouri State Employees’ Retirement 
System, 
Alameda County Employees’ Retirement Association, Wabash College, San Bernardino County 
Employees’ 
Retirement Association, Chartiers Country Club, Central Indiana Community Foundation Inc. as 
obtained 
from the Southern Investigative Reporting Foundation (SIRF) April 11, 2018 report 
 
Re: Catalyst/Callidus Wolfpack Unjust Litigation 
CV – 17 – 587463 – 00CL 
 
Further to my letter of November 11, 2018 which is attached, I confirm receiving only one 
response. 
I believe considering your organization is a substantial Investor or Limited Partner with Catalyst 
Capital Group Inc. or 
Callidus Capital Corporation and this is a public interest matter, you are entitled to and obligated 
to be aware of the 
parties conduct and affairs. 
 
It would be appreciated if you could respond by September 27, 2019 with information as to what 
action, if any your 
organization is prepared to take to evaluate and act relating to the Catalyst/Callidus situation. 
 
Some remedies as a substantial Investor or Limited Partner may be: 
• Obtain Legal and Forensic Reports to determine if the extreme litigation your capital has 
promoted 
is valid or warranted, or merely a deflection of Catalyst and Callidus own conduct since the time 
the 
nature of its business was exposed. 
• Appoint a Monitor, Supervisor or Receiver. 
• Call a meeting regarding the conduct and operations of the corporation. 
 
I expect a response please as I believe your capital has allowed multiple unjust Lawsuits to be 
initiated and proceed 
against me, which were predated by inducement, alleged fraud and outright lies with the 
assistance of your 
unsupervised capital. 
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Attached please find my November 11, 2018 letter and a synopsis explaining the relationship 
between your capital 
representative and myself. 
 
Please forward this correspondence to your counsel and/or insurance provider. 
If you have any questions I may be reached at 403-505-7784 or pekiskokb@gmail.com 
 
Sincerely, 
Kevin Baumann 
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Sent from Kevin’s pekiskokb@gmail on October 5 2020 
 
Many of you may be aware of me from previous writings regarding the Catalyst/Callidus situation. It is obvious that it 
is your firm's capital that is keeping an unjust situation ongoing which appears to be driven by fraud deception and 
creative accounting which the business scheme portion was dealt with by the Ontario Securities Commission in 2018 
when it issued sanctions against Callidus in 2018. 
 
I believe from the overwhelming evidence and the exact pattern of conduct which all Callidus borrowers I’m aware of 
received was a business fraud designed solely to unlawfully  strip borrowers of their assets. Once Callidus had 
withheld borrowers funding with no explanation or rationale they would trip the borrower into default and demand a 
CRO of Callidus’ choice be placed into the business. Upon placement the CRO would place the borrower into a 
controlled receivership process whereby Callidus would buy the assets in a credit bid for their interest inflated debt 
amount less the borrowers guarantee. 
 
It is a confirmed fact by borrowers that Callidus’ 11th  hour personal guarantee demand from borrowers was designed 
to limit a borrower’s ability to litigate against Callidus’ wrongdoing throughout the process. Upon completion of 
Callidus’ controlled acquisition through the courts in a credit bid Callidus would book a yield enhancement value over 
and above the loan amount all in the hopes of Callidus’ then public stock price increasing, in total Callidus booked in 
excess of $300 Million in yield enhancements which was later reversed by the OSC decision. 
 
Unfortunately for Callidus the market and the OSC seen through the enhancements for what they were. I have 
included in this letter copies of Callidus’ Q1&Q2 2016 earnings call transcripts. Upon Callidus‘  losses and restating of 
financials due to the OSC decision Catalyst/ Callidus have taken no responsibility but in fact have sued multiple 
parties by utilizing your funds for supposedly destroying its business. 
 
One will see from the highlighted transcripts that the enhancements were nothing but a scheme as not one borrower 
can be found that entered into and executed a yield enhancement agreement with Callidus as boasted by Mr. 
Glassman, it is believed that each borrower that Callidus obtained an enhancement on was executed by Callidus’ 
own CRO which they placed into the business, it should also be noted that the scheme was cleverly thought out on 
the closing for each borrower funding whereby a share hypothecation and power of attorney was provided which 
Callidus hung its hat on and abused while running businesses after each borrower was informed that no further 
funding would be advanced unless Callidus’ CRO was placed into the business. 
 
It is believed there is obvious wrongdoing relating to some Callidus borrower loan amounts , and in fact some 
borrower advances/capital is believed to have went back to catalyst or its principles, my business Alken Basin Drilling 
Ltd had no audited financials commencing after the closing of the Callidus financing even though ongoing audited 
financials was a condition of the credit agreement and $ 2 Million is unaccounted for. In spite of the Callidus 
oppression during the Callidus loan period my firm cleared close to $4 million after Callidus charges and business 
operating expenses, was not in default on loan call and I have Callidus own evidence that I was not allowed to repay 
the loan. The loan to Horizontal Well Drillers is extremely suspect. It is doubtful that audited financials exist for 
Horizontal, Callidus wrote off approximately $200 Million of your funds relating to this loan relating to Drilling rigs 
which were never deployed to Venezuela, in addition considering the assets Horizontal held it is inconceivable 
that  the payout to Horizontals previous secured lender was anywhere close to $100-$200 Million, a demand for 
audited financials relating to Horizontal prior to,  during  and after the loan period  would confirm this issue, in addition 
it is extremely suspect that Horizontal principals are about the only Callidus borrowers not being sued. 
 
WHY DID THE SCHEME NOT SUCCEED? 
 
One would obviously suspect if a firm is obtaining assets on the cheap and taking a financial bump up over and 
above the loan amount there would be substantial gains? This would be true if the conduct was void of fraud. What 
happened in the Catalyst/ Callidus situation is it was default by design, whereby it was advantageous for Callidus to 
oppress borrowers in order to obtain yield enhancements, unfortunately in the process the reputations and credit 
ratings of each borrower was destroyed in the process. It was a further forte of Callidus to abuse suppliers of each of 
its funded businesses thereby further diminished goodwill , many borrowers like mine had ample receivables 
availability to pay all suppliers although Callidus would not approve certain drawings against receivables at opportune 
times with no explanation, from research I have located in excess of $15 Million of supplier debt which was unjustly 
included in receivership filings. 
 
WHERE ARE WE AT PRESENT  
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Due to the evaporation of value pre Covid  relating to Callidus, Advantage Rent A Car, Bluberi, Leader, Alken, 
Horizontal, Fortress, Gateway, a paving firm, etc, etc there is not much left but some remaining reputations. It 
strongly appears your remaining funds are being expended on litigation for certain parties to avoid accountability. 
Therefore, I urge each and every one of you to please do what is prudent under the circumstances, some of the 
options as limited partners to this mess could be as follows; 
 
1. Confirm by audited statements of borrowers exactly where your capital went  
 
2. Appoint an independent monitor to the situation considering the seriousness and accusations of numerous parties  
 
3. Obtain recommendations from the appropriate government agencies considering the conduct and amount of 
capital involved  
 
4. Appoint a receiver in light of the conduct and amount of public funds at risk  
 
Certain disclosure has surfaced in a Catalyst/ Callidus action in Ontario confirming that the parties ordered a sting on 
a recently retired judge in an endeavour to alter a case which was before the courts, the parties denied their 
involvement in the articles which followed the judges sting but now with the disclosure which Catalyst is fighting in the 
courts the week of October 5 while utilizing your funds is attempting to have this information sealed, it is your 
obligation as parties whom have invested Billions of Dollars of other people’s money to intervene and obtain this 
information in order to make your own informed decisions. 
 
In addition to the judges sting from disclosure  myself and other borrowers and parties were named in an additional 
Catalyst/Callidus sting and information gathering process  
 
As I have stated in my past communications, I consider your non monitored capital invested in these firms to be 
responsible for this ongoing unjust situation, and I believe in light of the overwhelming available information it is time 
to consider your options and please stop the harm to multiple parties. 
 
I would be pleased to discuss or provide any information you may require without breaching a deemed undertaking. 
 
Sincerely  
Kevin Baumann  
403-505-7784 
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IN THE CIRCUIT COURT FOR COLE COUNTY
STATE OF MISSOURI

MISSOURI STATE EMPLOYEES’ )
RETIREMENT SYSTEM, )

)
Plaintiff, )

) Case No. 
v. )

) Division
THE CATALYST CAPITAL GROUP, INC., )
CATALYST FUND III GENERAL )
PARTNER INC., CATALYST FUND IV )
GENERAL PARTNER INC., CATALYST )
FUND V GENERAL PARTNER INC., and )
NEWTON GLASSMAN, individually, )

)
Defendants.  )

)
Serve: )

)

PLAINTIFF MISSOURI STATE EMPLOYEES’ RETIREMENT SYSTEM’S 
PETITION FOR PRELIMINARY INJUNCTION, 

DECLARATORY JUDGMENT AND MONEY DAMAGES

COMES NOW Plaintiff Missouri State Employees’ Retirement System 

(“MOSERS”), a body corporate and instrumentality of the State of Missouri, by and 

through its attorneys, and for its Petition against The Catalyst Capital Group, Inc., 

Catalyst Fund III General Partner Inc., Catalyst Fund IV General Partner Inc., Catalyst 

Fund V General Partner Inc., and Newton Glassman, individually, states as follows:

Parties

1. Plaintiff Missouri State Employees’ Retirement System (“MOSERS”) 

is a body corporate and instrumentality of the State of Missouri organized under RSMo 

§§ 104.010 and 104.320-104.800.  MOSERS’s headquarters is located in this Circuit.

Electronically Filed - Cole Circuit - O
ctober 20, 2020 - 05:33 PM

20AC-CC00435
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2. MOSERS was established by Missouri statute for the purpose, among 

others, of administering and paying retirement, disability, and other benefits to members, 

who are current or former Missouri state employees, and beneficiaries.  RSMo § 104.320.

3. Defendant The Catalyst Capital Group Inc. (“Catalyst Capital Group”) is 

a private equity fund sponsor.  Catalyst Capital Group is foreign corporation, existing 

under the laws of the Province of Ontario, Canada, with its principal place of business at 

77 King Street West, Royal Trust Tower, Suite 4320, P.O. Box 212, Toronto, Ontario 

M5K 1K3.  

4. Defendant Catalyst Fund General Partner III Inc. (“Fund III GP”) is a 

foreign corporation, existing under the laws of the Province of Ontario, Canada.  

5. Defendant Catalyst Fund General Partner IV Inc. (“Fund IV GP”) is a 

foreign corporation, existing under the laws of the Province of Ontario, Canada.  

6. Defendant Catalyst Fund General Partner V Inc. (“Fund V GP”) is a 

foreign corporation, existing under the laws of the Province of Ontario, Canada.  

7. Defendant Newton Glassman is a foreign individual who, on information 

and belief, is a Canadian citizen and a resident of Toronto in the Province of Ontario, 

Canada.

8. MOSERS is a Limited Partner in Catalyst Fund Limited Partnership III 

(“Fund III”), Catalyst Fund Limited Partnership IV (“Fund IV”), and Catalyst Fund 

Limited Partnership (“Fund V”), each of which is a limited partnership under the laws of 

the Province of Ontario, Canada.  Funds III, IV, and IV are collectively referred to herein 

as the “Catalyst Funds.”

Electronically Filed - Cole Circuit - O
ctober 20, 2020 - 05:33 PM

Electronically Filed - Cole Circuit - O
ctober 29, 2020 - 02:21 PM

3571302

1325



3

9. Defendant Fund III GP is the sole General Partner of Fund III.

10. Defendant Fund IV GP is the sole General Partner of Fund IV.

11. Defendant Fund V GP is the sole General Partner of Fund V.

12. Defendants Fund III GP, Fund IV GP, and Fund VP GP are collectively 

referred to herein as the “Catalyst Fund GPs.”  The Catalyst Fund GPs manage certain 

of MOSERS’s assets and are “investment fiduciaries” as defined by RSMo § 105.687.

13. Catalyst Capital Group is the Investment Manager for each of the Catalyst 

Funds.  Catalyst Capital Group manages certain of MOSERS’s assets and is an 

“investment fiduciary” as defined by RSMo § 105.687.

14. Newton Glassman is the founder and Managing Partner of Catalyst Capital 

Group.  He also serves, or has formerly served, as a director or senior officer of various 

Portfolio Companies in which the Catalyst Funds invest.

15.  The Catalyst Fund GPs, Catalyst Capital Group, and Newton Glassman 

are collectively referred to herein as “CCGI.”

Jurisdiction and Venue

16. This Court has jurisdiction over this action because MOSERS is an 

instrumentality of the State of Missouri, CCGI directed offers of limited partner interests 

in the Catalyst Funds to MOSERS in Missouri and entered into contracts with MOSERS, 

and by CCGI’s performance of those contracts, each Defendant has transacted business in 

Missouri that is the subject matter of this lawsuit.  In addition, in a  September 2, 2020 

Tolling and Standstill Agreement by and among MOSERS and CCGI, CCGI agreed that 

it would submit to the exclusive jursidction and venue of this Court with respect to the 

Electronically Filed - Cole Circuit - O
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claims MOSERS asserts in this action. 

17. Venue also is proper in this Court pursuant to RSMo. §§ 104.530 and 

508.010.4.1  

18. This Court also has personal jurisdiction over CCGI pursuant to RSMo § 

506.500 because CCGI transacts business in Missouri, has transacted business in 

Missouri on a regular basis, has offered its products and services to MOSERS in 

Missouri, and has contracted to sell its products and services, including those at issue in 

this lawsuit, in Missouri, as well as because the wrongs alleged herein have caused and 

continue to cause damage to MOSERS in Missouri in this Circuit.  

General Allegations 

19. CCGI has  

knowingly and intentionally engaged in a pattern of violations of its obligations  

  

20.  Callidus Capital Corporation (“Callidus”) is a specialty 

finance company that provides debt capital to meet the financing needs of companies that 

cannot access traditional lending sources, including those that are in financial distress.  

Callidus is under common ownership and control with Catalyst Capital Group and the 

Catalyst Fund GPs.  All are under the control, directly or indirectly, of Newton Glassman.  

1 The Catalyst Fund LPAs  

 
 

 
 

REDACTED
REDACTED

REDACTED

REDACTED
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21.  

 

 

  

22.  

 

 

 

 

 

23.  

  

 

 

 

 

 

  

24.  

 

 

 

REDACTED

REDACTED

REDACTED

REDACTED
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25.  

 

 

 

 

 

 

 

 

26. As more fully set forth herein,  

 

 

 

 

 

 

 

 

The Catalyst Funds

REDACTED

REDACTED

REDACTED
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27. Since 2011, MOSERS has invested as a Limited Partner in Fund III.  

28. MOSERS has fully funded its capital commitments to Fund III, in an 

amount of 

29. Since 2012, MOSERS has invested as a Limited Partner in Fund IV.  

30. MOSERS has fully funded its commitments to Fund IV, in an amount of 

31. Since 2015, MOSERS has invested as a Limited Partner in Fund V.  

32. MOSERS has committed to invest  in Fund V.  Of that  

 has been drawn and  of that amount has been returned by 

Fund V to MOSERS subject to being re-called, leaving MOSERS’s current unfunded 

commitment to Fund V equal to   

33. The Catalyst Funds are each a so-called “alternative investment” fund 

formed for the primary purpose of identifying, evaluating and investing in financially 

and/or operationally distressed or under-performing publicly traded and privately-held 

Canadian related situations in order to generate attractive returns,  

  

34. Limited partnership interests in the Catalyst Funds are represented by 

Units in the respective Fund.

The Catalyst Fund Limited Partnership Agreements

35. Fund III is governed by the Fund III Second Amended and Restated 

Limited Partnership Agreement, dated as of June 22, 2010 (“Fund III LPA”).  

36. The Fund III LPA is among Fund III GP, CCGI Holdings III, Newton 

REDACTED

REDACTED

REDACTED REDACTED

REDACTED REDACTED

REDACTED

REDACTED
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Glassman, and the Limited Partners of Fund III, which include MOSERS.  The Fund III 

LPA governs the Fund III Limited Partnership and the relationship among the parties 

with respect to their interests, roles, rights and obligations relating to Fund III.

37. A true and correct copy of the Fund III LPA is attached hereto and 

incorporated herein as Exhibit A.

38. Fund IV is governed by the Fund IV Limited Partnership Agreement, 

dated as of June 25, 2012 (“Fund IV LPA”). 

39. The Fund IV LPA is among Fund IV GP, CCGI Holdings IV, Newton 

Glassman, and the Limited Partners of Fund IV, which include MOSERS.  The Fund IV 

LPA governs the Fund IV Limited Partnership and the relationship among the parties 

with respect to their interests, roles, rights and obligations relating to Fund IV.

40. A true and correct copy of the Fund IV LPA is attached hereto and 

incorporated herein as Exhibit B.

41. Fund V is governed by the Fund V Second Amended and Restated 

Limited Partnership Agreement, dated as of February 4, 2015 (“Fund V LPA”).  

42. The Fund V LPA is among Fund V GP, CCGI Holdings V, Newton 

Glassman, and the Limited Partners of Fund V, which include MOSERS.  The Fund V 

LPA governs the Fund V Limited Partnership and the relationship among the parties with 

respect to their interests, roles, rights and obligations relating to Fund V.

43. A true and correct copy of the Fund V LPA is attached hereto and 

incorporated herein as Exhibit C.  

44. Fund III LPA, Fund IV LPA, and Fund V LPA are herein referred to 
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collectively as the “Catalyst Fund LPAs.”

45. Section 1.6 of the Catalyst Fund LPAs provides  

 

 

  Ex. A 

at 13; Ex. B at 12; Ex. C at 13.2 

46. Section 14.2(b) of the Catalyst Fund LPAs provides  

 

 

 

 

  Ex. A at 46; 

Ex. B at 51; Ex. C at 54.

CCGI’s Duty Under the Catalyst Fund LPAs to Act Skillfully, Diligently, and in 
the Best Interest of the Catalyst Funds and to Adhere to Investment Restrictions

47. The Catalyst Funds’ Management Advisory Agreements provide  

 

  Ex. A at B-1; 

Ex. B at B-1; Ex. C at A-1.   

2 Unless otherwise noted, cites to sections in the Catalyst Funds LPAs are identical in each Agreement.  

REDACTED

REDACTED

REDACTED

REDACTED
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48. Pursuant to the Catalyst Fund LPAs, the Catalyst Fund GPs owe certain 

fiduciary duties to MOSERS, including the duties of care, skill, prudence, and diligence.  

The Catalyst Fund GPs further owe these fidcuiary duties to MOSERS under the Ontario 

Limited Partnership Act, which provides that “without the written consent to or 

ratification of the specific act by all the limited partners, a general partner has no 

authority to do any act in contravention of the partnership agreement.”  Limited 

Partnerships Act (Ontario) RSO 1990 c. L 16 § 8(a). 

49. Pursuant to Section 18.3 of the Fund III and IV LPAs, the respective 

Catalyst Fund GP agreed  

 

 3  

Ex. A at 57; Ex. B at 62.  Section 17.3(b) of the Fund V LPA provides likewise as to 

Fund V.  Ex. C at 65.

50. Under Section 4.2 of the Catalyst Fund LPAs, the respective Catalyst 

Fund GP agreed  

 

  Ex. A at 16; 

Ex. B at 15; Ex. C at 16.

51. Section 1.1 of the Catalyst Fund LPAs  

 

3 Capitalized terms used and not otherwise defined in this Petition have the same definitions ascribed to 
them in the Catalyst Fund LPAs.

REDACTED

REDACTED

REDACTED
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  Ex. A at 10; Ex. B at 

9; Ex. C at 10.

 

 

53. Section 4.3(c) of the Catalyst Fund LPAs,  

 

 

  Ex. A at 

16-17; Ex. B at 15-16; Ex. C at 17.   

  

54. Section 4.3(c) of the Fund IV and V LPAs further states,  

 

 

 

  Ex. B at 15-16; Ex. C at 17.

55. Each Catalyst Fund LPA also includes a “Management Advisory 

Agreement” made between the respective Catalyst Fund and the Manager, attached as 

Schedule B to the respective Catalyst Fund III and IV LPAs and as Exhibit A to the 

Catalyst Fund V LPA, which pursuant to Section 1.11 forms part of the respective 
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Catalyst Fund LPA.

56. Pursuant to Section 19 of the Management Advisory Agreements, that 

Agreement is governed by and should be construed in accordance with the laws of the 

Province of Ontario and the laws of Canada applicable therein.

57. Pursuant to the Management Advisory Agreements, Catalyst Capital 

Group, as investment manager, owe certain fiduciary duties to the Catalyst Funds and 

MOSERS, as a Limited Partner, including the duties of care, skill, prudence, and 

diligence.

58. Under Sections 2 and 3 of the Management Advisory Agreements, 

 

 

 

 

  Ex. A at B-1-3; Ex. B at B-1-2; 

Ex. C at A-1-3.

59. Under Section 11 of the Management Advisory Agreements, Catalyst 

Capital Group: 

 
 

 
 
 

Ex. A at B-7; Ex. B at B-7; Ex. C at A-7.

60. Section 3(c) of the Management Advisory Agreements additionally states, 
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  Ex. 

A at B-3; Ex. B at B-3; Ex. C at A-3.  Additionally, the Limited Partnerships Act 

(Ontario) prohibits conflict violations by a general partner, in that a general partner in a 

limited partnership is subject to all the restrictions and liabilities of a partner in a 

partnership without limited partners.  Limited Partnerships Act (Ontario) RSO 1990 c. 

L16 § 8.

61. Both the Catalyst Fund GPs and Catalyst Capital Group collect fees for 

managing MOSERS’s investments in the Catalyst Funds,  

 

 

62. MOSERS’s share of the management fees have totaled more than  

 for Fund III, more than  for Fund IV, and more than  for 

Fund V. 

Callidus Capital Corporation and Its Web of Entanglements With CCGI

63. Callidus is a “specialty asset-based lender, focused primarily on Canadian 

companies and U.S. companies that are unable to obtain adequate financing from 
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traditional lenders.”4

64. Callidus is  

   

65. Section 1.1 of the Catalyst Fund LPAs  

 

 

  Ex. A at 2;  Ex. B at 2; Ex. C at 2.

66. Under Section 1.1 of the Catalyst Fund LPAs,  

 

 

 

 

  Ex. A at 2; Ex. B at 2; Ex. C at 2.

Administrative and Managerial Entanglements

67. Significant administrative overlap exists between CCGI and Callidus, and 

in particular between Catalyst Capital Group, Newton Glassman, and Callidus.  

68. At all relevant times, Mr. Glassman has effectively controlled both 

Catalyst Capital Group and Callidus.  According to Callidus, Mr. Glassman “exercises 

control over [Catalyst Capital Group].”5

4 Callidus, Mgmt. Discussion & Analysis (“Callidus MD&A”) at 3 (June 30, 2019), available at 
https://www.sedar.com/GetFile.do?lang=EN&docClass=7&issuerNo=00035613&issuerType=03&project
No=02952123&docId=4574443.
5 Notice of Mtg. & Am. & Restated Mgmt. Information Circular for Special Mtg. of Common Shareholders 
of Callidus in Connection with Plan of Arrangement Involving Callidus & Braslyn Ltd. (“Callidus-Braslyn 
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69. On information belief, Mr. Glassman  

70. On information and belief, Mr. Glassman,  

 

6

71. Mr. Glassman is the former Managing Director of Catalyst Capital Group, 

the former Chief Executive Officer of Callidus, and current Board Chairman of Callidus.  

72. Jim Riley is corporate secretary and a director of Callidus.  

73. Until recently, Mr. Riley was Catalyst Capital Group’s Chief Operating 

Officer and Managing Director.  

74. The services of Messrs. Glassman and Riley are provided to Callidus by 

Catalyst Capital Group pursuant to a Management Services Agreement.

75. According to a Callidus statement in September 2019, “Newton Glassman, 

Executive Chairman and a director of [Callidus], and James Riley, Secretary and a 

Director of [Callidus], are key decision makers of [Catalyst Capital Group] and the 

Catalyst Funds and, as such, may be considered to exert direction or control, directly or 

indirectly, over any [Callidus] Shares beneficially owned by the Catalyst Funds.”7    

76. Callidus has publicly disclosed that in the event of termination of the 

Notice”) at 89 (Sept. 17, 2019), available at 
https://www.sedar.com/GetFile.do?lang=EN&docClass=10&issuerNo=00035613&issuerType=03&project
No=02969580&docId=4601087.
6 Gabriel de Alba is Partner and Managing Director of Catalyst Capital Group.
7 Callidus-Braslyn Notice at 89.
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Management Services Agreements with Catalyst Capital Group, replacement 

arrangements might not be “available on terms and conditions similar to or as favourable 

as those currently in place with [Catalyst Capital Group], or at all,” and that “any such 

arrangements may result in significantly increased fees, costs, and expenses to 

[Callidus].”8

77. On information and belief,  

The Catalyst Funds’ Equity Stake in Callidus

78. Callidus completed an initial public offering (“IPO”) of its common stock 

at a price of C$14.00 per share in 2014.

79. Before its IPO in 2014, Callidus was 100% owned by Funds III and IV, 

along with Catalyst Fund Limited Partnership II, another limited partnership managed by 

Catalyst Capital Group.10

80. After the IPO, Funds III and IV retained a majority ownership in Callidus. 

81.  

 

82. Callidus’s stint as a public company was tumultuous.  From the start, the 

media reported about conflicts, with The Wall Street Journal relating in May 2015 that 

8 Callidus MD&A at 31.
10 Callidus Prospectus at 20 n.2 (Apr. 15, 2014) available at 
https://www.sedar.com/GetFile.do?lang=EN&docClass=9&issuerNo=00035613&issuerType=03&project
No=02175482&docId=3516243.
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“[s]ome also say the companies’ intermingled lending practices also could put minority 

shareholders’ interests at risk and say there isn’t enough disclosure about Callidus’ loans 

and a Catalyst guarantee to back some of those loans.”11

83. In August 2017, the Ontario Securities Commission (“OSC”) required 

Callidus to refile financial statements and other disclosure documents.  The OSC was 

concerned that Callidus’s financial reporting was misleading to investors based on, 

among other things, its uses of unrecognized yield enhancements, which Callidus used to 

inflate its financials by claiming that its interests in the debtors enhanced the valuation of 

the loans. 

84. That same month, The Wall Street Journal reported that at least four 

individuals had filed whistleblower complaints with Canadian securities regulators 

alleging fraud at Callidus and Catalyst Capital Group.12

85. On information and belief,  

 

86. In May 2018, the OSC required Callidus to amend its Q4 2017 publicly 

filed Management Discussion and Analysis (“MD&A”), again due to Callidus’s improper 

unrecognized yield enhancements.  

87. Again in August 2018, the OSC uncovered additional inadequacies in 

11 B. Dummett and E. Cherney, “Manager Feels Heat on IPO,” The Wall Street Journal (May 11, 2015), 
available at https://www.wsj.com/articles/manager-feels-heat-on-ipo-1431386833.
12 R. Copeland & J. McNish, “Canadian Private-Equity Giant Catalyst Accused of Fraud by 
Whistleblowers,” The Wall Street Journal (Aug. 9, 2017).
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Callidus’s previous disclosures that did not comply with Canadian law and stated, 

“[Callidus’s] Q4, 2017 and Q1, 2018 disclosure of forward-looking information in 

relating to unrecognized yield enhancements did not in the view of [the OSC] staff 

comply with [Canadian securities laws].”13  

88. As of June 30, 2019, Fund III owned 43.53% of Callidus’s shares and 

Fund IV owned 19.03% of Callidus’s shares.14  

89. Callidus was re-privatized in 4Q 2019, and the public shareholders were 

cashed-out in a merger at a price of C$.75 per share.

90. Funds III and IV retained a majority ownership in Callidus after it was re-

privatized.15

CCGI Makes Serial, and Risky, Loans 

91. The ownership interests and the shared management between CCGI and 

 Callidus,   

92.  

 

  

93.  

  

13 Ontario Securities Commission, Refilings and Errors List: Callidus Capital Corp., available at 
https://www.osc.gov.on.ca/en/Investors_refilings-errors-list.htm.  

14 Callidus-Braslyn Notice at 61-62.  Additionally, Catalyst Fund II Partnership, owned 8.16% of 

Callidus’s outstanding shares.  Id.
15 Callidus Prospectus at 21; Callidus-Braslyn Notice at 62, 63.
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94. CCGI  

 

 

 

Fund III’s and Fund IV’s Debt Investments in Callidus

95. In 2014, as part of the IPO of Callidus, Funds III and IV agreed to 

guarantee Callidus against any losses on principal from loans on Callidus’s “watch list” 

(the “2014 Callidus Guarantees”).  Loans on Callidus’s “watch list” are those with 

impaired performance.   

 

 

 

 

96. CCGI caused Funds III and IV to enter into agreements providing that, if 

Callidus were to lose any principal from one of these watch-list borrowers, for whatever 

reason, Funds III and IV would make Callidus whole.  Funds III and IV would then be 

entitled to a refund of these payments if and only if Callidus were able to collect 

additional principal on the guaranteed loans, which it continued to service.

97. As of the end of March 2019, Fund III’s and IV’s payable on the 2014 

Callidus Guarantees was C$16.3 million.  
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98. CCGI’s risky support of the bad loans made by Callidus with the proceeds 

of debt provided by the Catalyst Funds did not end with the 2014 Callidus Guarantees.  In 

December 2014, Funds III and IV again invested in Callidus by extending a $200 million 

unsecured bridge loan facility to Callidus.  In return, Funds III and IV were entitled to 8% 

per annum interest plus an annual fee of 1.5%.  This bridge loan, as amended, is 

hereinafter referred to as the “2014 Callidus Bridge Loan.”

99. Upon information and belief,  

 

100. After Callidus went public, and as Callidus’s capital needs became more 

acute, CCGI continued to increase exposure of the Catalyst Funds’ investment  

.  

101. In 2015, CCGI re-invested in Callidus by increasing the principal of the 

2014 Callidus Bridge Loan made by Funds III and IV to Callidus by $50 million, 

bringing the total loan to $250 million.

102. The original maturity date of the 2014 Callidus Bridge Loan made by 

Funds III and IV to Callidus was April 30, 2017.

103. Beginning in 2017, however, CCGI and Callidus entered into a series of 

last-minute extensions, and waived Callidus’s loan covenant breaches.

104. In March 2017, the month before the 2014 Callidus Bridge Loan became 
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due, CCGI and Callidus extended the maturity six months, from April 30, 2017 to 

October 31, 2017.   

 

 

 

105. Then, in October 2017, the very month that Callidus was supposed to 

repay its loan obligations to Funds III and IV, CCGI and Callidus again extended the 

maturity date of the 2014 Callidus Bridge Loan another six months, this time to April 30, 

2018.   

 

 

 

  

106. In March 2018, the month before Callidus had to pay back the 2014 

Callidus Bridge Loan, CCGI again prevented Funds III and IV from collecting on the 

loan obligations by agreeing with Callidus to another extension of the maturity date.  This 

time the extension was a full year, setting the new maturity date to April 30, 2019, two 

full years after the original maturity date.   
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107. Finally, in 2018, CCGI amended the 2014 Callidus Bridge Loan to allow 

Callidus not to pay the interest and fees required under the loan, to pay back the loan only 

when Callidus decides to, and to disregard any financial covenants protecting Funds III 

and IV.  As Callidus described the amendment:

Among other things, it was agreed that, with effect as of January 1, 2019, 
the bridge loan would be payable on demand, however no demand for 
repayment in cash could be made prior to June 30, 2020 to the extent the 
[Callidus’s] Board of Directors determined that repayment of any such 
loan in cash would not be prudent having regard to the [Callidus’s] cash 
position.  The agreement also provided that, until June 30, 2020, Callidus 
has the right at its discretion to accrue all interest and fees payable under 
the bridge loan, which it has done.  The Catalyst Funds’ waived 
compliance with the bridge loan debt covenants as of December 31, 2018 
and thereafter.16

 

 

108. On information and belief,  

 

  

109. As of March 31, 2019, Callidus owed Funds III and IV a total of 

approximately $339.8 million on the 2014 Callidus Bridge Loan.

110. The 2014 Callidus Guarantees and the 2014 Callidus Bridge Loan were 

not the only debt investments that CCGI caused Funds III and IV to make in Callidus.  

16 Callidus MD&A at 7.
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Indeed, whenever Callidus was in dire need of money, it looked to Funds III and IV for a 

financial backstop and CCGI would accede.

111. Funds III and IV made multiple new investments in Callidus yet again 

when the Funds made a series of advances to Callidus in 2018 when Callidus’s loan 

losses quickened in that year.  In a series of three letter agreements over the course of two 

days on March 28 and March 29, 2018, CCGI provided Callidus different types of 

backing, one of which provided a loan to finance a specific Callidus debtor, a second of 

which increased exposure on the 2014 Callidus Bridge Loan, and the third of which 

essentially converted the 2014 Callidus Guarantees to outright loans.  The debt 

investments memorialized in these letter agreements, collectively, are hereinafter referred 

to as the “2018 Callidus Loan Investments.”

112. First, in a letter agreement dated March 28, 2018, CCGI agreed that 

Catalyst Funds III and IV would provide Callidus C$150 million to finance Callidus’s 

debtor Horizontal Well Drillers until December 31, 2018.

113. Second, in a letter agreement dated March 29, 2018, CCGI agreed to 

rescue Callidus from its senior lender, Sun Life Assurance Company of Canada.  After 

four quarters of covenant defaults and two payment deferrals, the senior lender demanded 

in 2018 that Callidus pay down C$15.5 million of its C$49 million debt.  CCGI’s letter to 

Callidus offered the entire amount of the required amortization.   Monies advanced by 

Funds III and IV would be subject to the terms of the earlier 2014 Callidus Bridge Loan.  

114. Third, in a letter agreement dated March 29, 2018, CCGI agreed that 

Funds III and IV would provide Callidus the face amount of loans that the Funds had 
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already guaranteed as part of the 2014 Callidus Guarantees, regardless whether Callidus 

had suffered any losses of principal on those loans.  CCGI advanced this amount to 

Callidus for Callidus which needed the cash to avoid insolvency.  CCGI’s disclosure to 

MOSERS did not disclose the borrowers or the amounts of the loans, although it advised 

that, as of March 29, 2018, Catalyst had already advanced Callidus C$30 million as part 

of this loan.

115.  
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116. In its most recent reports furnished to MOSERS, as of March 31, 2020, 

Fund III reported  

 and Fund IV reported  

 

    

117.  

 

 

 

  

118.  

 

 

119.  

 

 

 

120.  
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121.  

 

Callidus’s Continuing Economic Dependence on the Catalyst Funds

122. Even after the 2014 Callidus Guarantees, the 2014 Callidus Bridge Loan, 

the 2018 Callidus Loan Investments, and , Callidus’s 

position has continued to deteriorate – and the Catalyst Funds’ investments in Callidus 

have deteriorated along with it.  In June 2019, Callidus reported that it “has incurred 

significant operating losses and negative cash flows from operations in the preceding 

years, and requires ongoing funding and support from certain Catalyst Limited Partner 

Funds (‘Catalyst Funds’) managed by The Catalyst Capital Group Inc. (‘CCGI’) 

reflecting [Callidus’s] economic dependence on those Catalyst Funds.”17 

123. In September 2019, Callidus discussed “the decline in the financial 

performance of [Callidus] as a result of its significant operating losses and negative cash 

flows from operations in the preceding two years, and the significant risk of ongoing 

deterioration in its financial performance.”18

124. At the same time, Callidus explained its inability to repay the Catalyst 

17 Callidus MD&A at 6.
18 Callidus-Braslyn Notice at 12.
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Funds what it owed:  “As a result of its declining financial performance, [Callidus] has 

required ongoing funding by way of” loans and other support from the Catalyst Funds, 

“which [Callidus] is currently unable to repay.”19   

 

 

 

125. Section 12.11(a) of the Catalyst Fund LPAs requires  

 

 

 

 

  Ex. A at 42-43; Ex. B at 46; Ex. C at 47.  The 

respective Offering Memoranda of the Catalyst Funds promised likewise.

126. Section 12.11(c) of the Catalyst Fund LPAs directs  

 

  

Ex. A at 43; Ex. B at 46; Ex. C at 47.

127. Section 18.1(b) of the Fund IIII and IV LPAs  

 

 

19 Id.
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Ex. A at 56; Ex. B at 61.  Section 17.1(b) of the Fund V LPA provides similarly 

with respect to Fund V.  Ex. C at 63.

128. The Catalyst Funds’ investments in Callidus, including the 2014 Callidus 

Guarantees, the 2014 Callidus Bridge Loan, the 2018 Callidus Loan Investments, and  

 were between the respective Catalyst Fund and  

  

129. The Catalyst Funds’ investments in Callidus, including the 2014 Callidus 

Guarantees, the 2014 Callidus Bridge Loan, the 2018 Callidus Loan Investments, and  

 were material transactions. 

130.   

 

131. On information and belief,  

 

 

132. On information and belief,  
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133. The Catalyst Funds’ investments in Callidus, including the 2014 Callidus 

Guarantees, the 2014 Callidus Bridge Loan, the 2018 Callidus Loan Investments, and t  

  

134. The Catalyst Funds’ investments in Callidus, including the 2014 Callidus 

Guarantees, the 2014 Callidus Bridge Loan, the 2018 Callidus Loan Investments, and  

 

 

 
 

135. A true and correct copy of the Fund III Side Letter, dated March 31, 2011 

(“Fund III Side Letter”) is attached as Exhibit E.

136. A true and correct copy of the Fund IV Side Letter, dated June 29, 2012 

(“Fund IV Side Letter”) is attached as Exhibit F.

137. In addition to duties undertaken in the Catalyst Fund LPAs and 

Management Advisory Agreements, Section 9 of the Funds III and IV Side Letters, and 

Section 11 of the Fund V Side Letter require  

 

  Ex. E at 4; Ex. F at 4; 

Ex. D at 5.

138. Section 4.3(c) of the Catalyst Fund LPAs  
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139. As part of its due diligence efforts, MOSERS has repeatedly requested 

information from CCGI  

 

140.  

 

141. On April 3, 2019, CCGI and MOSERS participated in a conference call 

 

  

142. The following week, on April 9, 2019,  

 

 

143. CCGI further stated  
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144. , CCGI also  

 

 

 

 

145.  

 

 

 

 

146. MOSERS requested that CCGI provide information  

 

 

 

147. CCGI  
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148.  

 

 

 

149.  

 

 

 

 

 

 

 

 

150.  
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151.  

 

 

 

 

152.  

 

 

153.  
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154.  

 

 

  

 

 

 

 

Funds III’s and IV’s Investments in Callidus 

155. On information and belief,  

 

  MOSERS requested 

that CCGI provide the information  

 

 

156. Upon information and belief, by repeatedly lending to, and investing in 

Callidus over the years,  
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157. On information and belief, by repeatedly lending to Callidus over the 

years,  

 

 

 

 

 

158. On information and belief, CCGI  

 

 

  

 

159. CCGI has asserted in communications with MOSERS that  

  

 

 

 

 

160.  
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161. Section 4.3(c) of the Catalyst Fund LPAs  

162. CCGI  

 

  

163. In an August 5, 2019 email to MOSERS, Rocco DiPucchio of CCGI stated 

that,  

 

164.  
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165. By letter dated September 24, 2019 from Seth Kelly, then Chief 

Investment Officer of MOSERS, to Newton Glassman, MOSERS explained that  

 

 

 

166. However,  

  

 

  The respective Catalyst Fund Offering 

Memoranda promised likewise.

167. MOSERS therefore requested an explanation from CCGI  

 

 

 

168. On information and belief,  

 

 

  

169.  
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170.  

 

  

171.  

 

 

 

 

172.  

 

 

173. In a September 27, 2019 email from Newton Glassman to Seth Kelly, 

CCGI replied to MOSERS that  

 

 

    

174.   
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175. Mr. Glassman emphasized that  

 

 

 

 

176. CCGI  

 
 

 

177. Under Section 17.1 of the Fund III and IV LPAs and Section 16.1 of the 

Fund V LPA,  

 

 

  Ex. A at 52-54; 

Ex. B at 57-58; Ex. C at 59-61.

178.  

 

 

 

 

179. Under Section 1.1 of the Catalyst Fund LPAs,  
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  Ex. A at 4; Ex. B at 3-4; Ex. C at 3-4 (emphasis added).

180. Under Section 1.1 of the Catalyst Fund V LPA,  

 

 

 

 

 

 

  Ex. C at 3-4.

181. Under Section 1.1 of the Catalyst Fund III and IV LPAs,  
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  Ex. A at 5; Ex. B at 4.

 

182.  

 

183. On information and belief, Catalyst Capital Group  

 

 

184. MOSERS specifically raised  

185. Catalyst Capital Group  

 

 

 

  

186. Catalyst Capital Group  
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187. Catalyst Capital Group was aware of  

 

188. Catalyst Capital Group did  

 

 

189. Newton Glassman was grossly negligent in the performance of his 

obligations regarding Catalyst Capital Group, the Catalyst Funds, the Catalyst Fund GPs, 

and  

    

190. Section 10.5 of the Fund IV LPA and Section 12.12 of the Fund V LPA 

requires  

 

  Section 12.12 of the Fund V LPA requires  
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191. The Catalyst Fund GPs  

 

 

192. Section 14 of the Management Advisory Agreement that forms a part of 

each Catalyst Fund LPA requires  

 

 

 

  Ex. A at B-7-8; Ex. B at B-7; Ex. C at A-8.

193. Section 10.5(a) of the Fund III and Fund IV LPAs requires  

 

 

  

194. Newton Glassman  

  Ex. A at 1; Ex B. at 2.  

195. Section 12.12(a) of the Fund V LPA requires  

 

196. Newton Glassman,  
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  Ex. C at 1.

197. Mr. Glassman 

198. Under Section 10.5(f) of the Fund III and IV LPAs,  

 

  Corresponding rights exist with respect to Fund V under Section 12.12(f) 

of the Fund V LPA.

199. Section 10.5(f) of the Fund IV LPA and Section 12.12(f) of the Fund V 

LPA  

  Section 10.5(f) of the Fund III LPA  

 

  

As the Media Calls Attention to CCGI’s Growing Troubles and Conflicts,

200. The information  

 

 

  CCGI also  

 

 

 

 inasmuch as MOSERS has ongoing fiduciary duties to its 

members and other beneficiaries to monitor MOSERS’s investment portfolio, which is a 

principal source of funds to pay pension benefits to members and their families.

REDACTED
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201. Under the Catalyst Fund LPAs,  

 

 

 

 

 

 

 

 

  Ex. A at 44-45; Ex. B at 48-49; Ex. C at 51.  

202. Section 13.3 of the Catalyst Fund LPAs requires the respective Catalyst 

Fund GP,  

 

 

 

  Ex. A at 44; Ex. 

B at 48; Ex. C at 50-51.  

203. Section 13.6 of the Catalyst Fund LPAs requires  
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  Ex. A at 45; Ex. B at 49; Ex. C at 52.

204. The Limited Partnerships Act (Ontario) provides that a limited partner has 

the right “to be given on demand, true and full information concerning all matters 

affected the limited partnership, and to be given a complete and formal account of the 

partnership affairs.”  Limited Partnerships Act (Ontario) RSO 1990 c. L16 § 10(b).

Trouble Brews in Spring and Summer 2017

205. Beginning in Spring 2017, CCGI was the subject of a barrage of press 

reports in the financial and general media, including both negative coverage and reports 

from anonymous insider sources disclosing CCGI’s plans respecting Portfolio 

Companies.

206. For instance, on August 9, 2017, The Wall Street Journal reported that at 

least four individuals had filed whistleblower complaints with Canadian regulators 

alleging fraud at CCGI in the valuation of its assets and deceiving borrowers about the 

terms of loans it made.  Callidus’s lending practices were also a subject of the 

whistleblower complaints.20

207. A September 8, 2017 Bloomberg article reported that Gateway Casinos, a 

Catalyst Funds Portfolio Company, was planning an initial public offering.21

CCGI 

20 R. Copeland & J. McNish, “Canadian Private-Equity Giant Catalyst Accused of Fraud by 
Whistleblowers,” The Wall Street Journal (Aug. 9, 2017).

21 S. Deveau & C. Palmeri, “Catalyst-Backed Gateway Casinos is Said to Explore Sale or IPO,” 
Bloomberg (Sept. 8, 2017), available at https://www.bloomberg.com/news/articles/2017-09-08/catalyst-
backed-gateway-casino-is-said-to-work-on-sale-or-ipo
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208. On or about December 15, 2017, in response to this press, CCGI sent a 

letter to Funds III investors  

 

209. On or around the same date, CCGI sent a letter identical to the December 

15, 2017 Fund III letter to investors in Funds IV and V. 

210. MOSERS  

 

  Further, MOSERS has a right to partnership information under Section 

10(b) of the Limited Partnerships Act (Ontario), which CCGI does not have a right to 

deny or to condition on additional undertakings or contractual obligations by MOSERS.  

211. MOSERS  

 

 

212. Ultimately,  

 in light of MOSERS’s ongoing fiduciary obligations 

to oversee its investments, MOSERS  

213. Even after MOSERS  

, MOSERS  
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214. Nor did CCGI’s attempts  

 stop the avalanche of negative press coverage.

215. On March 23, 2018, Reuters reported the following, calling into question 

the CCGI’s valuation of the Catalyst Funds’ Portfolio Companies:  

When put to the test, at least four of Catalyst’s major assets have been 
unable to find buyers at the firm’s valuations, based on a Reuters review 
of Catalyst’s portfolio, multiple communications from Catalyst to its 
clients and regulatory filings, as well as interviews with people familiar 
with Catalyst’s operations, academics and financial analysts.  Those major 
assets, plus expected payouts from pending litigation, made up US$3.3 
billion – or more than two-thirds – of the overall US$4.7 billion of 
unrealized value across all Catalyst funds at the end of 2016, according to 
an April 5, 2017, report for clients. The assets include Gateway and 
Callidus Capital Corp CBL.TO, Catalyst’s publicly listed subsidiary that 
specializes in high-interest loans to distressed companies and that is itself 
a major holding of Catalyst funds.22

216. On March 30, 2018, The Globe and Mail reported that CCGI was “nearing 

multimillion dollar initial public offerings of” certain of the Catalyst Funds’ Portfolio 

Companies and the possible sale of another, citing a letter sent to Limited Partners of the 

Catalyst Funds the same month.23

217. The price of Callidus’s public shares plummeted as the media coverage of 

its financial woes continued, including reports of large losses for Q4 2017.

22 L. Delevingne & J. Tilak, Reuters, Special Report: Private Equity Star’s Picks Shine, Until Cash-Out 
Time (Mar. 23, 2018) https://www.reuters.com/article/us-canada-catalyst-special-report/special-report-
private-equity-stars-picks-shine-until-cash-out-time-idUSKBN1GZ1YA.

23 J. Jones & A. Willis, “The Story that Catalyst Capital does not Want You to Read,” The Globe & Mail 
(Mar. 3, 2018).
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218. CCGI responded aggressively, going to court to try to block media outlets 

from publishing stories about communications to Catalyst Fund investors about plans for 

the Portfolio Companies.

219. The lawsuit was ultimately unsuccessful, and only garnered further press 

attention.24

220. On April 10, 2018, Mr. Glassman sent a letter to Catalyst Fund investors 

stating  

 

  

221. On April 18, 2018, Patrick Morgan, MOSERS’s Investment Legal and 

Compliance Counsel, and Tyson Rehfeld, MOSERS’s Managing Director – Markets & 

Strategy, participated in a conference call with CCGI.  CCGI  

 

 

 

 

222.

223. In the April 2018 conference call, CCGI  

 

24
 See, e.g., J. Jones, “Callidus Capital shares plunge on wider fourth-quarter loss,” The Globe & Mail 

(Apr. 3, 2018).
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224. On or about June 6, 2018, MOSERS  

225. On June 6, 2018, MOSERS contacted CCGI  

226. Approximately one week later, on or about June 13, 2018, CCGI 

responded  

 

227.  

 

 

 

228. CCGI  

 in violation of the Catalyst Fund 

LPAs and the Limited Partnerships Act (Ontario).

 

229. CCGI  

230. CCGI  
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231. On or about September 25, 2019, in a letter from MOSERS’s then Chief 

Investment Officer and Deputy Executive Director, Seth Kelly, to Mr. Glassman, 

MOSERS requested  

 

232. On October 3, 2019, CCGI  

233. Although MOSERS  

 

 

 

 

 

234. MOSERS responded on October 3, 2019 with an email from Mr. Kelly 

asking CCGI  

  

235. CCGI never responded to MOSERS’s October 3, 2019 request.

236. On November 14, 2019, Mr. Kelly renewed MOSERS’s request by email 

in writing to Mr. Glassman, asking  

237. CCGI never responded to MOSERS’s November 14, 2019 request.

238. On January 15, 2020, MOSERS Managing Director Tyson Rehfeld 
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emailed Newton Glassman, forwarding another copy of Seth Kelly’s November 14, 2019 

email to Mr. Glassman.

239. Mr. Glassman responded the same day, on January 15, 2020, to Mr. 

Rehfeld.  Without providing the requested information, Mr. Glassman stated that  

240. On February 3, 2020, Mr. Rehfeld replied that  

241. On February 4, 2020, Mr. Glassman emailed Mr. Rehfeld,  

  Mr. Glassman stated that  

 

 

 

 

242. Mr. Rehfeld emailed Mr. Glassman back the same day, on February 4, 

2020,  

  

Mr. Rehfeld also asked that  

 

243. Mr. Glassman responded the same day,  
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244. MOSERS did not hear anything more from CCGI in response to 

MOSERS’s repeated requests  

  

 A Key Source of Information to MOSERS is 
Cut Off 

245. CCGI has  

246. All the while MOSERS  

 

 

  

247. In the fourth quarter of 2019, however, Callidus was re-privatized, ending 

its public filings.  Based on CCGI’s  

 

248. CCGI still  

249. CCGI’s  

 

 in violation of the 

Catalyst Fund LPAs, the Catalyst Fund Side Letters, the Limited Partnerships Act 
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(Ontario), 

250. Additionally, because CCGI was re-privatized in September 2019 and no 

longer is required to and does not file certain reports with the Ontario Securities 

Commission, every source of information to which MOSERS is entitled is critically 

important in order to discharge its obligations to monitor its investments in the Catalyst 

Funds.

The Catalyst Funds  

251. CCGI’s  

 

 

252. The net asset value of MOSERS’s capital account in Fund III was between 

, as of December 31, 2019,  

  

253. The net asset value of MOSERS’s capital account in Fund IV was between 

 as of December 31, 2019,  

 

254. The net asset value of MOSERS’s capital account in Fund V was between 

 as of December 31, 2019,  

255. In January 2020, CCGI provided MOSERS 2019 year-end preliminary 
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unaudited capital account statements for Funds III and IV.

256. On or about May 12, 2020, CCGI provided MOSERS the audited financial 

statements for Fund III and IV  

 

 

 

 

 

 

MOSERS’s Unfunded Commitments to Fund V 

257. Under Section 1.1 of the Fund V LPA,  

 

 

  Ex. C at 12.

258. MOSERS’s Unfunded Commitment in Fund V is approximately  

259. Under Section 7.1 of the Fund V LPA, subject to other provisions of the 

LPA, Fund V GP  

 

 

 

  Ex. C at 24.   
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260. Section 7.4 of the Fund V LPA  

  Ex. C at 26.

261. Under Section 7.5 of the Fund V LPA,  

 

 

 

262. If MOSERS  

 

 

 

Ex. C at 26-28.

The Catalyst Fund LPAs’ 

263. Section 1.1 of the Catalyst Fund LPAs  
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  Ex. A at 9; Ex. B at 8; Ex. C at 8.

264. Section 19.7 of the Fund III and IV LPAs provide that:

 
 

 
 
 

Ex. A at 61; Ex. B at 66 (emphasis added).  Section 18.7 of the Fund V LPA provides 

likewise as to Fund V,  

  Ex. C at 69.

265. Under Section 19.1 of the Fund III and Fund IV LPAs, the respective 

Catalyst Fund GP 

Ex. A at 57-58; Ex. B at 63.  Section 18.1 of the Fund V LPA provides the same with 

respect to Fund V.  Ex. C at 65-66.

266. The Catalyst Fund GPs have breached  

 the Catalyst Fund LPAs, and breached the Limited Partnerships Act 

(Ontario).
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COUNT I – ACTION FOR PRELIMINARY INJUNCTION
(Against Defendants Catalyst Capital Group Inc., Catalyst Fund General Partner III 

Inc., Catalyst Fund General Partner IV Inc., and Catalyst Fund General Partner 
V Inc.25)

267. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

268. The foregoing facts demonstrate that there is a high probability that 

MOSERS will succeed on its claims against the Catalyst Corporate Defendants for breach 

of fiduciary duty, gross negligence, breach of the Catalyst Fund LPAs, Management 

Advisory Agreements, and Side Letters, breach of promises made in the Offering 

Memoranda, breach of the covenant of good faith, and breach of the Limited Partnerships 

Act (Ontario).

269. The Catalyst Corporate Defendants have engaged in a pattern of gross 

negligence, breaches of the Catalyst Fund LPAs and their fiduciary obligations, and 

270. MOSERS has no adequate remedy at law.  A Preliminary Injunction is 

necessary in order to prevent immediate and irreparable injury, loss, and/or damage to 

MOSERS, and to maintain the status quo pending a resolution of this dispute.

271. Section 24.8 of the Fund III and IV LPAs and Section 23.8 of the Fund V 

LPA  

 

 

25 Hereinafter, referred to collectively as the “Catalyst Corporate Defendants.”
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Ex. A at 70;  Ex. B at 75; Ex. C at 78.

272. MOSERS cannot be fully compensated by money damages at the 

conclusion of this action, because:
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273. The balance of the irreparable harm to MOSERS if preliminary injunctive 

relief is not issued outweighs the potential harm caused to CCGI or the Catalyst Funds by 

granting preliminary injunctive relief. 

274. Absent preliminary injunctive relief, there is a significant risk that:  

275. Granting preliminary injunctive relief, on the other hand, will maintain the 

status quo by:
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276. Based on the balance of harms, and the role of MOSERS in providing 

retirement security to Missouri state employees and their families, issuing a Preliminary 

Injunction is in the public interest.

277. But for CCGI’s breaches of its obligations under the Catalyst Fund LPAs, 

 

 

 by virtue of the breaches of CCGI’s fiduciary and 

contractual duties.  It is not in the public interest to allow CCGI to continue to benefit 

from its own breaches, as it would be allowed to do in the absence of a Preliminary 

Injunction.   

278. No prejudice will result to CCGI, the Catalyst Funds, or the other Limited 

Partners of the Catalyst Funds if the preliminary injunctive relief requested herein is 

granted, as the injunctive relief requested is narrowly tailored to preserve the Catalyst 

Funds’ assets and MOSERS’s investments therein, while still allowing for CCGI to carry 

on legitimate Catalyst Fund business.

WHEREFORE, MOSERS respectfully prays that the Court enter a Preliminary 

Injunction: 

(i) prohibiting the Catalyst Corporate Defendants from  
 

 until such time as the 
Court enters final judgment; 
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(ii) prohibiting the Catalyst Corporate Defendants from  

 

and 

(iii) prohibiting the Catalyst Corporate Defendants’ continuing breaches of 

their obligations  

 

 

 

 

 

 

 

 

  

MOSERS also prays for any and all such additional and further relief as the Court deems 

just and proper in the premises.

COUNT II – BREACH OF FIDUCIARY DUTY
(Against the Catalyst Corporate Defendants)

279. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

280. Missouri Revised Statute § 105.687 defines an “investment fiduciary” as 

one “who either exercises any discretionary authority or control in the investment of a 

public employee retirement system’s assets.” 

281. The Catalyst Corporate Defendants exercise discretionary authority or 

control over certain of MOSERS’s assets.  

282. As an “investment fiduciary” under RSMo § 105.687, the Catalyst 

Corporate Defendants owe MOSERS the duties described in § 105.688, including the 

duty of care and duty of loyalty.  The Catalyst Corporate Defendants also owe fiduciary 

duties to MOSERS under Ontario law.  
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283. MOSERS placed its trust and confidence in the knowledge, skill and 

judgment of the Catalyst Corporate Defendants, providers of financial services to 

institutional investors, to manage and invest the Catalyst Funds.   

284. The Catalyst Corporate Defendants collect fees for their exercise of 

authority and/or control over the investment of the Catalyst Funds’ capital.

285. In their role overseeing the Catalyst Funds and investing and their capital, 

the Catalyst Corporate Defendants owe the respective Catalyst Funds and MOSERS, as a 

Limited Partner, fiduciary duties, including the duties of care and loyalty.  The Catalyst 

Corporate Defendants also owe fiduciary duties to MOSERS under Ontario law.  

286. As fiduciaries and “investment fiduciaries” pursuant to RSMo § 105.687-

88, the Catalyst Corporate Defendants have, at all relevant times, have a duty to act with 

the same care, skill, prudence, and diligence under the circumstances then prevailing that 

a person acting in a similar capacity and familiar with those matters would use in the 

conduct of a similar enterprise with similar aims, and to give appropriate consideration to 

relevant facts and circumstances.  The Catalyst Corporate Defendants also owe fiduciary 

duties to MOSERS as a partner under Ontario law.  

287. The Catalyst Corporate Defendants’ duty of care includes a duty to invest 

prudently based on the standards of a reasonably prudent fiduciary.  The Catalyst 

Corporate Defendants also owe the fiduciary duties to MOSERS as a partner under 

Ontario law.  

288. As fiduciaries, as a partner, and as “investment fiduciaries” pursuant to 

RSMo § 105.687-88, the Catalyst Corporate Defendants have, at all relevant times, had a 
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duty to subordinate their own interests to the interests of MOSERS should there be a 

conflict, and to act on behalf of MOSERS no less favorably than they act on their own 

behalves.  

289. The Catalyst Corporate Defendants’ duty of loyalty includes a duty to 

manage the investments of each Catalyst Fund solely and exclusively in the interest of 

that Funds’ partners, and to avoid conflicts of interest.  The Catalyst Corporate 

Defendants also owe fiduciary duties to MOSERS as a partner under Ontario law.  

290. The Catalyst Corporate Defendants’ fiduciary duties also require them to 

act in a manner and to the extent set forth in the Catalyst Fund LPAs and Management 

Advisory Agreements.   The Catalyst Corporate Defendants also owe fiduciary duties to 

MOSERS as a partner under Ontario law.  

291. Catalyst Capital Group and the Fund III and IV GPs breached their duty of 

care to MOSERS by, among other things,  

292. The Catalyst Corporate Defendants breached their duty of care to 

MOSERS by, among other things: 
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293. The Catalyst Corporate Defendants breached their duty of loyalty to 

MOSERS by, among other things:

294. The Catalyst Corporate Defendants’ actions set forth above in Paragraphs 

291, 292 and 293 are unauthorized by the Catalyst Fund LPAs and fundamentally 

inconsistent with the interests of their limited partners.  

295. As a direct and proximate result of the Catalyst Corporate Defendants’ 

breaches of fiduciary duty, MOSERS has suffered damages in an amount to be proven at 

trial.   

296. The Catalyst Defendants’ actions were intentional, willful, wanton, 

reckless, and with conscious disregard for MOSERS’s welfare and the fiduciary duties 

owed MOSERS.
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297. As a result of the conduct alleged above, MOSERS is further entitled to an 

award of punitive damages in an amount according to proof at trial necessary to punish 

the Catalyst Defendants and deter such conduct.

298. Section 24.8 of the Fund III and IV LPAs and Section 23.8 of the Fund V 

LPA  

 

 

 
 

 
 
 

 
 

  

Ex. A at 70;  Ex. B at 75; Ex. C at 78.

WHEREFORE, MOSERS respectfully prays that the Court enter judgment in 

favor of MOSERS and against the Catalyst Corporate Defendants for actual 

compensatory damages, in an amount that is fair and reasonable; pre-judgment interest; 

post-judgment interest; attorneys’ fees and accountants’ fees incurred in connection as a 

result of the Catalyst Corporate Defendants’ breaches, including this lawsuit; punitive 

damages sufficient to punish and deter.  MOSERS additionally prays that the Court enter 

a Permanent Injunction  

 in further violation of its breach of fiduciary duty.  MOSERS further 

prays for any and all such additional and further relief as the Court deems just and proper 

in the premises.

REDACTED

REDACTED

REDACTED

Electronically Filed - Cole Circuit - O
ctober 20, 2020 - 05:33 PM

Electronically Filed - Cole Circuit - O
ctober 29, 2020 - 02:21 PM

4221367

1390



68

COUNT III – NEGLIGENCE
(Against All Defendants)

299. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

300. In its role investing the capital of the Catalyst Fund Partnerships, CCGI 

owes MOSERS duties, including but not limited to the Catalyst Corporate Defendants’ 

fiduciary duties as set forth in the Catalyst Fund LPAs and Management Advisory 

Agreements.

301. In its role managing and investing the capital of the Catalyst Fund 

Partnerships, CCGI was negligent and grossly negligent.

302. CCGI breached the applicable standards of care by:

303. Additionally, the Catalyst Capital Group and the Fund III and IV GPs 

breached the applicable standards of care  

304. Defendant Newton Glassman also breached the applicable standards of 

care by  

305. As a direct and proximate result of CCGI’s acts of negligence and gross 

REDACTED
REDACTED

REDACTED
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negligence, MOSERS has sustained damages in an amount to be proven at trial.

306. CCGI’s actions were reckless and/or grossly negligent in their disregard 

for MOSERS’s welfare and the duties owed MOSERS. 

307. As a result of the conduct alleged above, MOSERS is further entitled to an 

award of punitive damages in an amount according to proof at trial necessary to punish 

CCGI and deter such conduct.

308. Section 24.8 of the Fund III and IV LPAs and Section 23.8 of the Fund V 

LPA  

  This Section of the 

respective Catalyst Fund LPAs states: 

 
 

 
 
 

 
 

  

Ex. A at 70;  Ex. B at 75; Ex. C at 78.

WHEREFORE, MOSERS respectfully prays that the Court enter judgment in 

favor of MOSERS and against CCGI for actual compensatory damages, in an amount that 

is fair and reasonable; pre-judgment interest; post-judgment interest; attorneys’ fees and 

accountants’ fees incurred in connection as a result of the Catalyst Corporate Defendants’ 

breaches, including this lawsuit; punitive damages sufficient to punish and deter; and any 

and all such additional and further relief as the Court deems just and proper in the 

premises.
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REDACTED
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COUNT IV – BREACH OF LIMITED PARTNERSHIP AGREEMENTS
(Against All Defendants)

309. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

310. MOSERS and CCGI voluntarily entered into the Catalyst Fund LPAs 

which, in turn, entered into Management Advisory Agreements, which are valid and 

enforceable contracts.

311. MOSERS, Catalyst Capital Group, Fund III GP, Fund IV GP, Fund V GP, 

and Newton Glassman each received valuable consideration pursuant to the contracts.

312. The Catalyst Corporate Defendants breached their obligations under the 

Catalyst Fund LPAs by:

REDACTED
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313. The same conduct set forth above in Paragraph 312 breached Catalyst 

Capital Group’s obligations under the Management Advisory Agreements.

314. Catalyst Capital Group also breached its obligations under the Catalyst 

Fund Side Letters by  

315. Additionally, Catalyst Capital Group, Fund III GP, and Fund IV GP 

breached their obligations under the Fund III and IV LPAs  

316. Newton Glassman breached his obligations under the Catalyst Fund LPAs 

by 

317. All conditions precedent have been satisfied. 

318. As a direct result of CCGI’s actions described above, MOSERS has 

suffered actual damages in an amount to be proven at trial.

WHEREFORE, MOSERS respectfully prays that the Court enter judgment 

against CCGI for actual compensatory damages, in an amount that is fair and reasonable; 

for attorneys’ fees and accountants’ fees incurred in connection with MOSERS’s 

enforcement of the Catalyst Fund LPAs, including this lawsuit; and for any and all, such 

additional and further relief as the Court deems just or proper in the premises.  MOSERS 

additionally prays that the Court enter a Permanent Injunction  

REDACTED
REDACTED

REDACTED

REDACTED

REDACTED
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  MOSERS also respectfully 

prays that the Court order specific performance of: 

(i) the Catalyst Corporate Defendants’ obligations under the Catalyst Fund 

LPAs’  Section 13.3, 13.4, and 14.6 of the Catalyst 

Fund LPAs; 

(ii) Newton Glassman’s obligations under Section 10.5(a) of the Funds III and 

IV LPAs and Section 12.12(a) of the Fund V LPA; and 

(iii) in the event that the Court does not order MOSERS  

 under Section 10.5(f) of the Fund IV LPA and Section 

12.12(f) of the Fund V LPA, the Catalyst Corporate Defendants’ obligations 

 under Section 10.5 of the Fund IV LPA and 

Section 12.12 of the Fund V LPA.

MOSERS further prays for any and all such additional and further relief as the Court 

deems just and proper in the premises.

COUNT V – BREACH OF THE COVENANT OF GOOD FAITH AND FAIR 
DEALING

(Against All Defendants)

319. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

320. Under Section 18.3 of the Fund III and Fund IV LPAs, and Section 17.3 of 

the Fund V LPA, the Catalyst Fund GPs agreed that  

  Ex. A at 57; Ex. B at 62; Ex. C at 65.

321. CCGI, by the acts as alleged hereinabove, violated the covenant of good 

faith and fair dealing by evading the spirit of the bargain and rendering imperfect 

performance of its obligations.

322. As a direct result of CCGI’s actions, MOSERS has suffered damages in an 

amount to be determined at trial. 

REDACTED
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REDACTED
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REDACTED
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323. CCGI’s actions were intentional, willful, wanton, reckless, and with 

conscious disregard for MOSERS’s welfare and the fiduciary duties owed MOSERS.

324. As a result of the conduct alleged above, MOSERS is further entitled to an 

award of punitive damages in an amount according to proof at trial necessary to punish 

CCGI and deter such conduct.

WHEREFORE, MOSERS respectfully prays that the Court enter judgment 

against CCGI for actual compensatory damages, in an amount that is fair and reasonable; 

for attorneys’ fees and accountants’ fees incurred in connection with MOSERS’s 

enforcement of the Agreement, including this lawsuit; punitive damages sufficient to 

punish and deter; and for any and all such additional and further relief as the Court deems 

just or proper in the premises.

COUNT VI – VIOLATION OF LIMITED PARTNERSHIPS ACT (ONTARIO)
(Against the Catalyst Corporate Defendants)

325. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

326. MOSERS is a Limited Partner of each of the Catalyst Funds.

327. Section 8 of the Limited Partnerships Act (Ontario) provides that “[a] 

general partner in a limited partnership … is subject to all the restrictions and liabilities 

of a partnership without limited partners except that, without the written consent to or 

ratification of the specific act by all limited partners, a general partner has no authority to 

(a) do any act in contravention of the partnership agreement …. .”

328. Section 10(b) of the Limited Partnerships Act (Ontario) grants limited 

partners the same rights as a general partner “to be given, on demand, true and full 

Electronically Filed - Cole Circuit - O
ctober 20, 2020 - 05:33 PM

Electronically Filed - Cole Circuit - O
ctober 29, 2020 - 02:21 PM

4281373

1396



74

information concerning all matters affecting the limited partnership, and to be given a 

complete and formal account of the partnership affairs.”

329. Section 12 of the Limited Partnerships Act (Ontario) grants limited 

partners the right “from time to time,” to “examine into the state and progress of the 

limited partnership business.” 

330. The Catalyst Corporate Defendants violated their duties as a partner. 

331. The Catalyst Corporate Defendants acted in contravention of the Catalyst 

Fund LPAs without the written consent or ratification of all limited partners.

332. MOSERS demanded true and full information on matters affecting the 

Catalyst Funds,  

 

333. The Catalyst Corporate Defendants failed to provide MOSERS true and 

full information that MOSERS demanded on matters affecting the Catalyst Funds.

334. The Catalyst Corporate Defendants failed to provide MOSERS a complete 

and formal account of the partnership affairs of the Catalyst Funds.

335. The Catalyst Corporate Defendants omitted material facts from documents 

and information provided to MOSERS for purposes of the Limited Partnerships Act 

(Ontario).

WHEREFORE, MOSERS respectfully prays that the Court enter judgment 

against each Catalyst Corporate Defendant for violations of the Limited Partnerships Act 

(Ontario), for actual compensatory damages, in an amount that is fair and reasonable, and 
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for any and all such additional and further relief as the Court deems just or proper in the 

premises.

COUNT VII- DECLARATORY JUDGMENT
(Against All Defendants)

336. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

337. This Court has the power to grant a declaratory judgment under Missouri 

Supreme Court Rule 87 and RSMo § 527.010 et seq. in that an actual controversy of a 

justiciable nature now exists among and between MOSERS and CCGI concerning their 

respective rights and obligations under the Catalyst Fund LPAs.

338. A dispute exists among the parties concerning the meaning of, and their 

respective rights and obligations, under the Catalyst Fund LPAs with respect to 

a. Section 1.1 of the Catalyst Fund LPAs regarding  

b. Section 1.1 of the Catalyst Fund LPAs regarding  

c. Section 1.1 of the Catalyst Fund LPAs regarding   

d. Section 4.3(c) of the Catalyst Fund LPAs regarding  

e. Sections 13.3, 13.4, and 13.6 regarding  
 and

f. Section 18.1(b) of the Fund III and IV LPAs and Section 17.1(b) of the 
Fund V LPA regarding 

339. The Catalyst Corporate Defendants have wrongfully interpreted and 

REDACTED
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REDACTED

REDACTED

REDACTED
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applied the provisions of Catalyst Fund LPAs set forth in Paragraph 338, and as a result, 

related provisions of the Catalyst Fund LPAs that are implicated by these interpretations 

and applications.

340. The controversy is ripe for judicial review because the meaning of the 

Catalyst Fund LPAs is in dispute, and without a declaration the rights and obligations of 

one or more of the parties under the Catalyst Fund LPAs will be continuously impaired. 

341. MOSERS has a legally protectable interest in that its pecuniary interests 

are at issue as a result of the Catalyst Corporate Defendants’ interpretation of the Catalyst 

Fund LPAs.

342. MOSERS has no adequate remedy at law based on  

 and CCGI’s material breaches of fiduciary duty and contract 

provisions, including  

 

  

343. MOSERS requires a declaration of its rights under the Catalyst Fund 

LPAs and the meaning of disputed LPA provisions because CCGI has taken actions 

based on an improper interpretation of those documents and, unless barred by this Court, 

will continue to take actions, and are likely to take additional actions, based on wrongful 

interpretation of those documents, to the detriment of MOSERS. 

WHEREFORE, MOSERS respectfully prays that the Court enter judgment 

declaring the rights and obligations of MOSERS and CCGI in relation to the Catalyst 

Funds, including:

REDACTED

REDACTED
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(i) a declaration that  
 

(ii) a declaration that  

(iii) a declaration that  
 

 
    

(iv) a declaration that  
 

(v) a declaration that  
 

 

(vi) a declaration that  
 

 
 

  

(vii) a declaration that  
 

 
 

 
 
 

(viii) a declaration that  
 

 
 

 
 

 

(ix) a declaration that CCGI  

REDACTED
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(x) a declaration that  
 

 
 

 

(xi) a declaration that  
 

(xii) a declaration that  
 

 
 

 
; and

(xiii) a declaration that  
 

 
 

 

MOSERS additionally prays for any and all such additional and further relief as the Court 

deems just or proper in the premises.

COUNT VIII - ACTION FOR ACCOUNTING
(Against Catalyst Corporate Defendants)

344. MOSERS realleges the allegations contained in Paragraphs 1 through 266 

of its Petition, and incorporates the same by reference as though fully set forth herein.

345. Pursuant to the Catalyst Fund LPAs, equitable doctrines, and RSMo § 

358.220, MOSERS is entitled to an accounting of the Catalyst Funds’ affairs, including 

property acquired with Catalyst Funds’ capital. 
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346. The Catalyst Corporate Defendants owe fiduciary duties to MOSERS.

347. Despite demand, the Catalyst Corporate Defendants have not provided 

true and full information regarding the Catalyst Funds, the Catalyst Fund Portfolio 

Companies, including the Catalyst Funds’ investment in Callidus Capital Corporation.  

348. Because information regarding the Catalyst Funds, the Catalyst Fund 

Portfolio Companies, or the Catalyst Funds’ investment in Callidus Capital Corporation 

affects MOSERS’s rights and obligations under the Catalyst Fund LPAs, MOSERS 

requires discovery to exercise its rights and comply with its obligations under the 

Catalyst Fund LPAs.

349. Given the Catalyst Corporate Defendants’ continuing breach of their 

obligations to provide information to MOSERS, and their exclusive possession of the 

relevant information, full information to MOSERS can be achieved only through an 

accounting.

350. Legal remedies are inadequate given the failure of the Catalyst Corporate 

Defendants to provide requested and required financial information to MOSERS, 

 REDACTED
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WHEREFORE, MOSERS respectfully prays this Court enter an accounting 

against the Catalyst Corporate Defendants with respect to the Catalyst Funds, and award 

any and all such other relief as the Court deems just and proper in the premises.

THOMPSON COBURN LLP

By  /s/ Lawrence C. Friedman
Lawrence C. Friedman #34382
Sharon B. Rosenberg #54598
One US Bank Plaza
St. Louis, Missouri  63101
314-552-6000
FAX 314-552-7000
lfriemdan@thompsoncoburn.com
srosenberg@ thompsoncoburn.com

Attorneys for Plaintiff Missouri State 
Employees’ Retirement System
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Exhibits A through F of this Petition have been redacted in their entirety.
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12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 1/8

BUSINESS NEWS MARCH 26,  2018 / 2:35 PM / UPDATED 3 YEARS AGO

Callidus shares tumble after Reuters report on
Catalyst valuations

By John Tilak, Lawrence Delevingne 3  M I N  R E A D

A sign shows the entrance to the offices of Callidus Capital in Toronto, Ontario, Canada July 6, 2017.
REUTERS/Chris Helgren
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12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 2/8

TORONTO/NEW YORK (Reuters) - Shares of Canadian lender Callidus Capital Corp lost as

much as 21.6 percent in two trading sessions, hitting an all-time low, after a Reuters report

on Friday raised questions about the valuations that parent company Catalyst Capital Group

Inc assigned to some of its portfolio companies.

Callidus, which offers high-interest loans to distressed companies and went public in 2014, is

one of the largest holdings in Catalyst’s private equity funds. Among other things, the Reuters

report said that Callidus has so far been unable to find a buyer to take the company private.

Catalyst said in a press release last year that it was targeting a price of C$18 to C$22 a share.

Callidus shares dropped 6 percent on Friday. The slide continued on Monday, with the stock

falling as much as 16.5 percent to hit a record low before ending down 6.4 percent at C$6.23,

a drop of about 39 percent since the start of the year.

A D V E R T I S E M E N T

The Reuters report, citing various sources and documents, also noted that at least three other

of Catalyst’s major assets have struggled to find buyers at the firm’s valuations.

A spokesman for Callidus and Catalyst, which are both headed by Newton Glassman,

declined to comment for this story on Monday.
FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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12/31/2020 Callidus shares tumble after Reuters report on Catalyst valuations | Reuters

https://www.reuters.com/article/cbusiness-us-callidus-stocks-idCAKBN1H22RL-OCABS 3/8

Catalyst, in a statement issued on Friday after Reuters published its reporting on the firm,

said that the news organization was “unobservant” of the nature of private equity and of

Catalyst’s accomplishments in “rebuilding broken companies.”

A D V E R T I S E M E N T

Find your mountain escape
Share great memories without sharing space. Book a whole vacation home for your family.

Ad

“We can only stand dumbfounded by the failure of Reuters to understand the basic value

creation principles required to grow companies and the care we take to protect and maximize

returns,” Catalyst said.

After Callidus reported its most recent quarterly earnings in November, National Bank

analyst Jaeme Gloyn said in a report, “We believe recent performance materially impacts

both the probability and the valuation of a privatization transaction.” Callidus said on

Monday it would report fourth-quarter results on April 2.

Reporting by John Tilak in Toronto and Lawrence Delevingne in New York

Our Standards: The Thomson Reuters Trust Principles.

M O R E  F R O M  R E U T E R S
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Glassman’s Catalyst Says Third Fund
Dropped More Than 60%
Paula Sambo, Bloomberg News

(Bloomberg) -- Catalyst Capital Group Inc. told investors that assets in one of its
oldest active funds declined in value by more than 60% last year.

The Toronto-based firm, which invests primarily in distressed debt and private equity,
marked down the value of the portfolio in its Catalyst Fund Limited Partnership III to
about $320 million at the end of last year, from about $820 million at the start of the
year, according to a document sent to its limited partners.

The fund, which started with about $1 billion in 2009 and was Catalyst’s third fund, is
now targeting the end of 2020 for a return of money, rather than the end of 2019,
according to an update investors received last year.

The fund’s stake at Gateway Casinos & Entertainment Ltd., one of Canada’s biggest
gaming companies with 25 properties, was marked down to about $130 million at the
end of December. Catalyst also marked down the stakes it owns in Advantage Rent A
Car, Sonar Entertainment and Natural Markets Food Group.

“Our communications with our LPs are confidential and are not intended for public
consumption. Our reporting to LPs has always been extremely conservative and
reflects a single point in time,” Dan Gagnier, a spokesman for Catalyst, said in an
email. “We believe this is the responsible approach, particularly since, as must be
obvious to Bloomberg, the current pandemic has impacted multiple sectors which
have essentially been ground to a halt.”

Catalyst specializes in buying the debt of troubled companies -- an area founder
Newton Glassman once described as a “blood sport”.

Last December, investors in fund III were asked to wait another year to get their
money back, giving Catalyst more time to sell assets including Advantage, according
to a fund update sent to backers at the time.

“Our principal focus during this time is on ensuring that the people within our
companies are safe, and that we are prepared to support them as an economic
reopening is implemented,” Gagnier said Thursday.

©2020 Bloomberg L.P.
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When Did the Coronavirus Arrive in the U.S.? Here̓ s a Review of the Evidence.
Was the virus here in January? In December? Earlier? Heres̓ a look at the evidence of how the virus emerged from
China and landed in the United States.

By Mike Baker

Published May 15, 2020 Updated June 1, 2020

SEATTLE — In a county north of Seattle, two people who came down with respiratory illnesses in December now
have antibodies for the coronavirus. In Florida, a public health official who got sick in January believes he had Covid-
19.

And in California, a surprising discovery that an early-February death in San Jose was linked to the coronavirus has
triggered a broader search for how that person was exposed.

Those cases have contributed to growing questions about when the virus first reached the United States and how
long it had been circulating by the time its arrival was publicly confirmed in Washington State at the end of February.

While there was limited testing to uncover specific cases before then, researchers have other tools to trace the path
of the coronavirus. That includes genomic sequencing of the virus to help scientists build an ancestral tree of cases, a
re-examination of specific deaths and thousands of old flu samples that have been repurposed to look for the
coronavirus.

Here is a look at the evidence and what it shows:

I got really sick in February. Did I have the coronavirus?
It is possible, but it was most likely something else.

The Seattle area emerged as an early epicenter of the coronavirus outbreak at the end of February, but there is
compelling evidence that, even there, the virus did not yet have much of a foothold compared with the flu, which had
a particularly potent season.

A team that analyzes flu trends in the region has been able to review nearly 7,000 old flu samples collected from
around the region in January and February, re-examining them for the coronavirus. All of the samples from January
were negative. The earliest sample that tested positive was Feb. 20.

Based on that and later case counts, Trevor Bedford, who studies the evolution of viruses at the Fred Hutchinson
Cancer Research Center in Seattle, and who was part of the flu study team, estimated that there were probably a few
hundred cases in the area by that point in February.

But even that would still be a small fraction — perhaps less than 1 percent — of the many thousands of people who
had flu symptoms at the time.
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When did the coronavirus first reach the United States?
The U.S. first identified cases among travelers who had flown in from Wuhan, China, in the middle of January.
Officials worked to contain them.

There is some evidence that the virus began getting a bit of traction around the end of January. To seed that late-
February emergence in the Seattle area, researchers believe the spread could have begun with a traveler who
arrived in the region from Wuhan on Jan. 15, or it may have been another unknown case that arrived in the few
weeks that came after.

In San Jose, tissue sampling from a woman who died on Feb. 6 revealed that she was probably the first known person
in the U.S. whose death was linked to the coronavirus — a strong sign that the virus may have been circulating in
that part of Northern California in January.

But was it part of a large, previously unrecognized outbreak?

Dr. George Rutherford, a professor of epidemiology and biostatistics at the University of California, San Francisco,
theorized that perhaps the woman, who worked for a company that had an office in Wuhan, was one of only a small
number of people who contracted the virus at that time and that transmissions probably petered out for some reason.
Otherwise, he said, the region would have seen a much bigger outbreak.

“With that kind of early introduction, we should be seeing thousands of more cases,” Dr. Rutherford said.

Dr. Sara Cody, the health officer for Santa Clara County, said local, state and federal officials were continuing to try to
answer those questions.

Security lines at Seattle-Tacoma International Airport in February. Miles Fortune for The New

York Times
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from Sam Sifton and NYT Cooking.
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There are other, less concrete signs of earlier infections. In Florida, where the first two official cases were announced
on March 1, a state database now lists coronavirus cases in patients who may have had symptoms as far back as
January. But the cases are all under investigation, and no one has confirmed that any of those patients had the
disease that early.

One of them is Raul Pino, the health officer for the Florida Department of Health in Orange County. He said recently
that he suspected he had the virus in the first week of January.

The Coronavirus Outbreak ›

Latest Updates ›
Updated 

Over half of Ohio s̓ nursing home workers are refusing to get a Covid-19

vaccine, the governor says.

New York will allow in-person fans at Buffalo Bills home playoff game.

A Dallas-Fort Worth air traffic control center was closed for disinfection,

and big flight delays soon followed.

What if the virus quietly arrived in December?
Doctors in France have said that a patient’s sample from late December has since tested positive for the coronavirus.
But so far, there is no comparable evidence of a similar case in the United States.

The strongest possible indicator so far is new evidence that emerged this week of two people in Snohomish County,
Wash., who reported coronavirus-like symptoms in December. Both people later tested positive for antibodies, county
health officials announced.

But Dr. Chris Spitters, the county’s health officer, said that while it was possible that both people had the coronavirus
in December — even before officials in China had reported a cluster to the World Health Organization at the end of
the month — he was doubtful.

“It’s possible and frankly, I think, more likely that they had a non-Covid respiratory viral illness in December and
subsequently had an asymptomatic or minimally symptomatic Covid infection subsequent to that,” Dr. Spitters said.

Dr. Bedford said he also believed this was the more likely scenario, noting that up to half of people with coronavirus
infections have no symptoms.

There could have been a tiny number of isolated coronavirus cases among travelers to the United States in
December, Dr. Bedford said. But it is pretty clear that none of them spread.

In part, scientists can tell that by looking at the genomic fingerprints of each case. But another clue is the rapid rate
at which the virus spreads, Dr. Rutherford said.

It appears that early in the outbreak, one infection was spreading to about four other people, on average, with an
incubation period for new infections of about four days. So a case seeded in December would rapidly quadruple
through new generations, most likely growing exponentially to millions of cases from a single unbroken chain of
transmission by the end of February. Researchers are not seeing any chains that appear to go that far back.

Modelers looking back at the growth of outbreaks elsewhere have reached similar conclusions. One estimated that
New York’s outbreak could have begun with perhaps 10 infected people who contracted the virus sometime between
the end of January to the middle of February, when the first cases of community transmission were identified and

Dec. 30, 2020
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hospitals began seeing more cases.

When did the virus begin in China?

The virus first emerged in Wuhan in December after a series of people developed symptoms of a viral pneumonia
and an examination found that they had been infected with a new coronavirus.

A group of researchers in China later examined the histories of the first 41 lab-confirmed cases at a Wuhan hospital,
finding that many of them had connections to a seafood market. But the earliest case, in a person who developed
symptoms on Dec. 1, had no connections to the market.

The information suggests that if the virus did originate from the market, it was most likely circulating by November,
early enough to reach that first person. Dr. Bedford said it was conceivable to him that the virus began as early as
October, but that November was more likely.

There is no evidence that it started elsewhere. The virus mutates an average of twice a month, something
researchers can see in the genomic sequences of individual cases, and all of the cases in Wuhan show close genetic
links.

All of the other thousands of cases that have been sequenced around the globe show the Wuhan version as an
ancestor.

Was the coronavirus made in a lab somewhere?
Several unfounded theories that have gained traction suggest that the virus was created or accidentally released in a
lab somewhere. The Chinese government speculated that perhaps Americans brought the virus in to China.
President Trump has suggested it came from a virology lab in Wuhan.

Dr. Bedford said there was no evidence of genetic engineering in the virus, noting that it appeared to be a genetic
outgrowth of a virus circulating among bats. It probably reached humans through an intermediate animal, such as a
pangolin, he said.

A technician examined specimens inside a laboratory after an outbreak of the coronavirus in
Wuhan, China, in February. China Daily/Reuters
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“There’s no hallmarks of it having been manipulated in a lab,” Dr. Bedford said. “I think that’s definitive.”

He did not, however, rule out the possibility that some version of the virus being studied by scientists in Wuhan could
have somehow escaped and spread from there. But he doubts that is the case. He said that the most prevalent theory
about the virus’s origins — that it spread naturally among animals at a live animal market in Wuhan, then jumped to
humans — was the most likely explanation.
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Christie Blatchford: How a legal battle between two
ferociously competitive Toronto firms took a dark turn

National Post

A former Ontario Superior Court judge was targeted in a sting designed to discredit

him days before his decision in a controversial case with hundreds of millions of

dollars at stake was scheduled to be heard at the Ontario Court of Appeal.
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ADVERTISEMENT

The sting saw the 74-year-old former judge, Frank Newbould, audiotaped and

photographed surreptitiously at a posh Toronto restaurant as an agent posing as a

potential client apparently tried to induce him, in vain, to make anti-Semitic remarks.

Newbould, who just left the bench in June, was the trial judge in a 2016 lawsuit

between Catalyst Capital Group and West Face Capital, two ferociously competitive

Toronto private-equity firms whose feud hasn’t yet ended in the courtroom.

A source authorized to speak for Catalyst acknowledges that a subcontractor

working for a security company it hired carried out the sting on the judge. But the

source said Catalyst did not order the sting or know about it until after it happened.

The subcontractor was the Israeli intelligence firm Black Cube, recently in the news

as the same private agency Hollywood film producer Harvey Weinstein hired to

undermine the women accusing him of sexual assault. Black Cube later apologized

for taking the job and said it would donate the fee to women’s groups.

Last week in response to another lawsuit filed against it by Catalyst — the fourth

since 2014 — West Face alleged in court documents that operatives from Black

Cube pretended to be recruiters in an attempt to get information from some of its

current and former employees.

COVID-19 Read More Share  
Sign In Subscribe

4531398

1421

http://d.adroll.com/r/ISRFVJ4CYZEJLCRYPCOWW4/SV2SF2P76NFIPN7N5SDPHX/8bd2c3383cd15e662d222ec453e92db3.re?adroll_height=250&adroll_width=300&site_url=http%3A//nationalpost.com&adroll_ad_payload=__HIAqwBkwHFApnIApUAAY2RTUgUYRjHZ8YtF0wrAyFPhl4CZ_edj3dmdglCTNdtc_0EtyUc3p15Xad2Z8fZmdWgDzNIojpJEApSYZfo2C2Q0BeUnHeuEUSHIspT0TEK2r4u1aHDw_Mcfg_P__9_XjEgQtqGR_K5PkWVx7Kp_oFUenQik07Lfe2kLQvHpRNZ2D8Ke8ay2cHxgVGYz_dqpC0zAftyWTU9AHuHcieHsqmRzHgqlwyZ5gvvjpGoUSmVLBO7x8lBEYgAQAB1XHZ1D1e9_q1WbmPh8fbS8_evVxcfPZm_cfXFg6bMxhn65qi_7Ff52TrEi8Yc2ef6tm3ZRV1SgBRcJwds5FkVG5WcStWLGZVysEy4oZ5gJZxcX38b3P0HcJ8J1nqCZ6TRkKAsSoVgZ6slshQywsXFkDl8-QttbwyCuqCFlQ-fdp_ufqS3fwsKKGGCz1stDVdIFNcss2LrHk3eCb4ugZhG2QbCFijbSpqVRExQtHoJMRFS9giJDldKlmcZVcp2kk5ZnJJNrR4BMCRNUFSIEqqARU1UYCEhqChZEyjb9Z9c4m-HlDVJg-cYlLV-9ZsblL1Fhqc9z6km4_E_F-JTGHm-i-N4zij5VauGeW8a82d9s_hzqnr1yPlCCRnneMMvYB7ZJl_GlMuFzP7ZRcqdJs3VGccv6jVVFxI6pFx-k3KTP35PuXLIrN0DlJsJmUjLKuUuEVBE5TLSrbLjVhzs6gZyHGx28wKIyaIid4OYpCqSBrt5GAMiTEiUmydNQgwkJEXCPKgfuBYyg2GUctukQ1KhDGWEDAQ1FRoFIKhCAWJVredXwKpCuR3SaJ63UdkyKBe-ZA5ZPBBkFQA0BaFoKoYgSzRyapPueUiaXOwht4i_W6Z7p8MOCXR9A8QMgpnkldMEqiVOUhU6&adroll_subnetwork=r&cpm=AAABchkZsGZ8Lr7UUFdAC-480eWwl6kZTf9O-Q&adroll_network=o&clickurl=https%3A//postmedia-d.openx.net/w/1.0/rc%3Fts%3D2DAABBgABAAECAAIBAAsAAgAAAjEcGApFbXRvY2FCYXVsHBaOn_r6utCd4okBFoP1pOLtl-T_pAEAHBbh7-2Sxb2Wt1cWzefH0MLCqe7MAQAWyvv16wsVBjgkMzY5ODJiMmMtYTBjOS00NTE4LThhYjQtNGFjNmI5ZDNkOTllACwcFQIAHBUCABwVAgAAHCbwwZmDBBUEFQQm3sGZgwQWyMCZgwTW0AoW0AoW0AoWmAIWmAIWmAIWmAIW4A0AHBwsFoCxiqS77IOtKhbrsrXZ5-KA56UBAAAW2MqcgAQWxJCvgAQW2JvjgAQW_vjDgAQVGBwU9AMU2AQAFQQm4A0W4A0W5g0RNQ4m5g0ALCwWqLfCvv6j5qSPARb3iZfg2ZD66KEBABbK-_XrCwYo2MqcgAQWxJCvgAQW_vjDgAQW2JvjgAQYIEFKREpQSjdYUFpFWEROR09TWlRYSERfMzAweDI1MF8xJuYNJQQWkAMYATEVApb-1IYDEREYAk9YDHoUARQBABYCGANydGKBAAw8OCFjb29hbGxpYW5jZS5jb21AY2FtZXJvbmhlcm9sZC5jb20YjgFodHRwOi8vb3B4LXdpbm5lcnMtdXMtd2VzdC0yLXJ0Yi5hZHJvbGwuY29tL2Vyci9vP2lkPTQ3YTRjYzhmLWYzZTgtNGRkNC1hZjE3LTBiYmQzMWZkMWQ4NCZsb3NzPSR7QVVDVElPTl9MT1NTfSZjbGVhcmluZ19wcmljZT0ke0FVQ1RJT05fUFJJQ0V9AAAA%26r%3D
http://posted.nationalpost.com/
https://nationalpost.com/category/news
https://nationalpost.com/category/opinion
https://nationalpost.com/category/sports
https://nationalpost.com/category/entertainment
https://nationalpost.com/category/life
https://nationalpost.com/feature/exclusive-the-judge-the-sting-black-cube-and-me
http://working.com/toronto
http://classifieds.nationalpost.com/
https://nationalpost.remembering.ca/
https://driving.ca/
https://pages.postmedia.com/national-post/subscribe/
https://business.financialpost.com/
https://nationalpost.com/tag/video-centre
https://www.facebook.com/sharer/sharer.php?u=http://posted.nationalpost.com/&t=COVID-19-Join%20our%20mailing%20list%20for%20everything%20you%20need%20to%20know
https://twitter.com/intent/tweet?text=COVID-19-Join%20our%20mailing%20list%20for%20everything%20you%20need%20to%20know&url=http://posted.nationalpost.com/
https://nationalpost.com/
javascript:void(0)
javascript:void(0);
https://pages.postmedia.com/national-post/subscribe/


5/15/2020 Exclusive: The judge, the sting, Black Cube and me | National Post

https://nationalpost.com/feature/exclusive-the-judge-the-sting-black-cube-and-me 4/17

A sting arranged by Israeli intelligence firm Black Cube saw former judge Frank Newbould audiotaped
and photographed surreptitiously at a posh Toronto restaurant in September 2017.

The sting on Newbould began Sept. 18 with an appointment arranged via email

with a man who said his name was Hugo Gabriel Saavedra Rodriguez. He said he

was the executive director at Victorius Group, a consultancy firm purportedly based

in London, England, but with international interests.

But Companies House, the United Kingdom’s government registrar of companies,

has no record of a company by that name at the given address.

The two met at Newbould’s downtown office. Rodriguez claimed to represent a

Canadian company involved in the oil sands business that was unhappy with a

competitor who “had gone behind my client’s back” and allegedly used its

technology to get licences to drill in Africa and Israel.

He said his client might be in the market for an arbitrator and appeared to be

interested in hiring Newbould.
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Three months earlier, in June, Newbould had stepped down from the bench amid a

controversy over his involvement in an aboriginal land claim dispute near his family

cottage at Sauble Beach on Lake Huron.

A judicial inquiry into a complaint that he had shown a “lack of sensitivity to the

experiences of Aboriginal peoples” and derailed a proposed settlement of the claim

by speaking out against it was stopped because Newbould resigned. However, he

said at the time that he wasn’t forced to quit and had decided two or three years

before to retire from the bench early.

Almost immediately he joined Arbitration Place, a downtown Toronto agency for

arbitrators, and also joined the law firm of Thornton Grout Finnigan as counsel.

In the first meeting at Newbould’s office, Rodriguez said he thought his case might

have to be heard in New York, but he expressed doubts about getting a fair hearing

there because of “the Jewish lobby or influence in New York.”
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Four times in this conversation, Rodriguez mentioned as a potential problem for his

client “the Jewish lobby or influence,” “the Jewish issue,” “the Jewish way of doing

things…. All the time trying to take more than they should, and more than agreed.”

Newbould failed to rise to the bait, repeatedly responding only with such benign

disclaimers as “there’s good Jewish people and there’s some bad Jewish people …

some good Spaniards and bad Spaniards” and “My experience is arbitrators aren’t

influenced by that (ethnicity).”

He also tried to explain the rules of arbitration to Rodriguez and the two agreed to

discuss the job over dinner that night at Scaramouche, an expensive midtown

Toronto restaurant known equally for its fine food and sweeping views. Rodriguez

paid.

The judge did not see a tape recorder being switched on. Nor did he notice a

photographer taking his photo, careful it would seem to only capture the back of

Rodriguez.

They quickly returned to that morning’s discussion. With little preamble, Rodriguez

said the man heading the company that was allegedly stealing his client’s

technology was “this Jewish guy.”

Newbould ignored this, told him he needed to retain both a lawyer and an arbitrator,

and said it wasn’t clear to him which role Rodriguez saw for him. “If you have in

mind that I would be the arbitrator,” he said, “I couldn’t give you advice on all that

you’re asking me.”
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To do so, he said, would be inappropriate. “I couldn’t do that,” Newbould said.

“Nobody, no good arbitrator, would ever do that.”

In the course of the night, Newbould at one point made what could be described as

an intemperate remark, though, seemingly to the regret of the agent’s employers, it

wasn’t about Jews but about Chinese witnesses.

At one point, Rodriguez asked if a judge could make a decision on the basis of

what he heard verbally, and Newbould said no, courts are document-heavy.

“The documents tell the story, for the most part,” he said, then mentioned, “I had a

case a year and a half ago now I guess, a lawsuit between two hedge funds and

one hedge fund was trying to acquire a telecommunications company…”

Newbould said the plaintiff in the suit was named “Glassman and he is a terrible

witness.”
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If it was perhaps indiscreet, it was nothing Newbould hadn’t also said in his public

decision.

Newton Glassman is the founder and managing partner of Catalyst, which sued

West Face, accusing it of obtaining confidential information about its bid for WIND

Mobile Inc. through former Catalyst analyst Brandon Moyse.

Moyse left Catalyst for West Face in 2014, four months before a consortium of

investors led by West Face successfully acquired WIND in a deal valued at

approximately $300 million. In 2015, the group sold the wireless carrier to Shaw

Communications for $1.6 billion.

Catalyst has claimed it lost out on $750 million in potential profit.

In his lengthy Aug. 18, 2016 decision, Newbould ruled against Catalyst. He was

harshly critical of Catalyst witnesses, particularly Glassman, whom he described as

“aggressive, argumentative” and more of a “salesman than an objective witness.”

He simply could not accept being “outsmarted” on the WIND deal, the judge said

later, when awarding costs.

It would have been a humiliating rebuke for the proud and combative head of the

successful company founded in 2002.

The judge ordered Catalyst to pay Moyse $340,000. He also awarded costs of $1.2

million to West Face on what’s called “a substantial indemnity basis” because, the

judge said, Glassman had played such “hardball attacking the reputation and

honesty of West Face.”
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In fact, the judge had no idea then of what hardball really was.

***

A day before Newbould and Rodriguez met, I received an email from a woman I

didn’t know. The subject line said: “Exclusive story offer — Judge Frank Newbould’s

record might unravel September 20th.”

She gave me a one-sided, six-paragraph interpretation of the Catalyst/West

Face/WIND Mobile case, and offered to connect me with a spokesperson “that can

prove evidence was destructed in the case and that Newbould’s ultimate ruling

completely ignored it.”

She also wrote, “In addition, information is brewing about a wolf pack of companies

that West Face is involved with as well — we can connect you with the

investigators” and offered a meeting with her source.

(Catalyst filed a $450-million lawsuit on Nov. 8 accusing West Face and others of

being “Wolfpack conspirators” in a short-selling campaign targeting a publicly

traded lender in which it holds the majority stake. West Face denies the allegations,

and called the lawsuit meritless.)

In emails over the next few days, the woman described herself as a

communications/public relations professional, a Canadian from Toronto living in

New York City who said she chose me because her parents were big readers of

mine.

When I pressed her, she insisted that was the reason, and added she’d been asked

to do a favour for a friend by finding a suitable Canadian reporter.
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For several days, she peppered me with emails — there was clearly some urgency

to the matter — and on Sept. 19, wrote, “I have arranged for an exclusive

background meeting btw yourself and the leading figure from Catalyst.

“He is in Montreal today but will fly to Toronto — ideally tomorrow — to meet with

you. I’ll come back to you on times.”

He knows of only one remotely comparable case in
Canada, which happened almost 30 years ago, where a
mining company that lost in court and, convinced the

judge must have had a personal financial stake, hired a
private eye.

- Christie Blatchford

 

The meeting with the unidentified figure from Catalyst never happened, and instead

on Sept. 21, I met the woman alone at a midtown café.

There, she handed me a USB flash drive containing the photos of Newbould, audio

and what appear to be edited transcripts of the two surreptitiously recorded

conversations he had with Rodriguez at his office and Scaramouche.

She gave my number to the purported friend connected to the case, who texted a

few days later to set up a meeting.

He is a former Israeli TV journalist and documentary filmmaker. We met on Oct. 20

at a diner in the east end of Toronto.
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He said he was passing on the story because it would be of little interest to his

audience in Israel. Plus, like the PR woman, he said he was doing a favour for

someone close to the case. Also like the PR woman before him, he mentioned my

unquestioned brilliance and experience as a reporter; flattery, however

transparently and thickly ladled on, appears part of undercover tradecraft.

But where the PR woman was unequivocal that the people behind the sting were

from Catalyst, the journalist seemed to be backing away from that. The movers

behind this, he said, were Aboriginals. When I pushed him on it, he said they were

the same people who had complained about Newbould in the land claim

controversy.

I knew that was ridiculous. That complaint had been brought by the Indigenous Bar

Association, a professional group of lawyers unlikely to have done something like

this. And their complaint was no longer a live issue as Newbould had resigned.

I told the journalist I couldn’t continue unless I met one of the principals.

“You will meet the guy who is behind this project,” he texted me on Oct. 26, but that

soon changed to “Jessie from the operational team.”

Jessie and I met on Oct. 31 in a restaurant at the Eaton Centre. An attractive

woman with dark hair, who looked to be in her early 40s, Jessie said she was now

doing this work after a career in an unnamed government’s national security

agency. She wouldn’t give me her last name, was vague about where she lived,

and gave me an email address that she didn’t answer.

I paid the bill and left after about 30 minutes. My patience with wannabe spooks,

mules and ghostly figures — and mostly, being lied to — was exhausted.
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***

The lawyers for Catalyst and West Face met at the Court of Appeal on Sept. 25, a

week after the sting on the judge.

Among them were two new faces: prominent Toronto lawyer Brian Greenspan and

veteran litigator David Moore, both there for Catalyst.

They were seeking an adjournment to the appeal, which was slated to be heard the

next day.

A two-page document filed with the court says Greenspan told Judge Paul Rouleau

that on Sept. 21, “he was provided with information that requires immediate

investigation and may well lead to the tendering of a fresh evidence application with

impact on the appeal.”

What the evidence is, he did not say. But on the 21st, Catalyst received its own

USB flash drive with a transcript of Newbould and Rodriguez’s conversations as

well as the audio and photos.

According to the source authorized to speak for Catalyst, the company was

weighing whether they had enough to dislodge the presumption of neutrality that

cloaks judges as a matter of law to now argue at the appeal that Newbould was

biased.

Rouleau was also told that an “irreconcilable difference” between Catalyst and its

lawyers, the Lax O’Sullivan Lisus Gottlieb firm, had arisen and that Lax O’Sullivan

had “concluded it has no option but to seek to be removed as counsel of record.”
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The “irreconcilable difference” was that once Lax O’Sullivan was told about what

Black Cube had done, its lawyers made the decision it was “unethical conduct” and

they wouldn’t be a part of it.

The lawyers demanded Catalyst sign an undertaking that it would never attempt to

use in any way the information covertly obtained about Newbould.

But Catalyst wouldn’t make the decision then and there, and wanted time to weigh

what it had learned.

In other words, according to the source’s account, Catalyst may not have ordered

the attempted setup of the judge or even wanted it to happen, but now that it was

done, the company had to evaluate the fruits of the sting to see if there was enough

to bring an allegation of bias against Newbould.

Such is the ruthless pragmatism attached to big money and big power.

Rouleau reluctantly granted the adjournment and set new dates for February,

ordering the lawyers to tell him if there was going to be a fresh evidence application

as soon as possible. He later set a deadline of Dec. 1 for any such application.

***

According to the source authorized to speak for Catalyst, the company hired a

security firm on Aug. 31 because of a variety of “security concerns.”

Among them, he said, was a belief that Catalyst had been cyber-hacked, evidence

of trespassing and at least one break-in at the homes and cottages of its senior
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people and that their garbage was being picked through. And, said the source,

some executives had received threats.

The company, he said, didn’t have sufficient evidence to go to Toronto Police, so

took their concerns to the private firm instead.

The man was adamant that Catalyst never asked the main security company to set

up a sting on Newbould, though he acknowledged that probably in the first briefing

with the security firm, it would have been clear that Newbould and West Face were

the subjects of much of the collective Catalyst ire.

Such contracts, the source said, are invariably arranged through lawyers, so as to

cloak the arrangement — and protect to a limited degree any information gleaned

by security operatives — with solicitor-client privilege.

He said it’s common in complex criminal matters and commercial crime cases with

their enormous amounts of money at stake for parties to use private investigative

firms with their covert methods.

The arrangement with Catalyst allowed the security firm to use other consultants

and sub-contractors.

And it was the sub-contracted agency, Black Cube, that ran the sting on the former

judge.

According to the source’s account, when the firm found out on Sept. 21 what the

sub-contractor had done, “damn right there was freaking out,” he said.
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At least one further sting run on a former West Face employee, he said, was the

result of a miscommunication, following an attempt to call off such operations.

In an email Saturday, a Black Cube spokesman said: “It is Black Cube’s policy to

never discuss its clients with any third party and to never confirm or deny any

speculation made with regards.”

The company denied approaching any “journalist, lawyer, PR company or any other

professional consultant with a view to publishing intelligence gathered.”

In fact, the company had refused to make any on the record comment unless and

until I submitted the story in advance of publication.

***

On Oct. 12, I met Newbould in a boardroom at the office of his lawyer, Brian Gover,

and gave them the USB to copy.

I had briefed Gover on the phone, so they knew some of what was coming, but still

appeared shaken.

Though the Catalyst source maintains no laws were broken in the sting, the

operation raises larger ethical questions about how common it is for companies to

hire private investigators, how often they use these sorts of dirty tricks, the role of

lawyers and law firms in their hiring, and if there are any boundaries beyond which

the players won’t go.

“Think of the collateral damage caused by well-heeled litigants who will do

anything, but will stop at nothing,” said Gover.
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He knows of only one remotely comparable case in Canada, which happened

almost 30 years ago, where a mining company that lost in court and, convinced the

judge must have had a personal financial stake, hired a private eye to check him

out.

Gavin MacKenzie, a Toronto litigator and leading authority on legal ethics, said the

Newbould sting is shocking, and said he too was aware only of the one other case.

That case went all the way to the Supreme Court, but the investigation and

surveillance of the judge never made it onto the record, though it was widely

discussed in legal circles.

MacKenzie said lawyers will always “talk about a judge’s background and pre-

dispositions and that sort of thing.”

In countries where judicial corruption is common, judges themselves often become

targets. But Canada, he said, has “never had a judge on the take from a party.”

With a reputable and independent judiciary, MacKenzie said, talk is about as far as

things get.

“It’s very rare and almost unnecessary to go beyond that.”

National Post

cblatchford@postmedia.com
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Court File No. CV-17-587463-00CL 

 
ONTARIO 

SUPERIOR COURT OF JUSTICE 
COMMERCIAL LIST 

 
B E T W E E N: 
 

THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL 
CORPORATION 

Plaintiffs 
 

and 
 

WEST FACE CAPITAL INC., GREGORY BOLAND, M5V ADVISORS INC. 
C.O.B. ANSON GROUP CANADA, ADMIRALTY ADVISORS LLC, 

FRIGATE VENTURES LP, ANSON INVESTMENTS LP, ANSON CAPITAL 
LP, ANSON INVESTMENTS MASTER FUND LP, AIMF GP, ANSON 
CATALYST MASTER FUND LP, ACF GP, MOEZ KASSAM, ADAM 

SPEARS, SUNNY PURI, CLARITYSPRING INC., NATHAN ANDERSON, 
BRUCE LANGSTAFF, ROB COPELAND, KEVIN BAUMANN, JEFFREY 

MCFARLANE, DARRYL LEVITT, RICHARD MOLYNEUX, and JOHN 
DOES #1-10 

Defendants 
 

and 
 

CANACCORD GENUITY CORP. 
Third Party 

 
 

A N D  B E T W E E N: 
 

WEST FACE CAPITAL INC. and GREGORY BOLAND 
Plaintiffs by Counterclaim 

 
and 

 
THE CATALYST CAPITAL GROUP INC., CALLIDUS CAPITAL 

CORPORATION, NEWTON GLASSMAN, GABRIEL DE ALBA, JAMES 
RILEY, VIRGINIA JAMIESON, EMMANUEL ROSEN, B.C. STRATEGY 

LTD. D/B/A BLACK CUBE, B.C. STRATEGY UK LTD. D/B/A BLACK CUBE 
and INVOP LTD. D/B/A PSY GROUP 

Defendants to the Counterclaim 
A N D  B E T W E E N: 
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BRUCE LANGSTAFF 

Plaintiff by Counterclaim 
 

and 
 

THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL CORPORATION, 
Defendants to the Counterclaim 

 
AFFIDAVIT OF CHRISTIE BLATCHFORD 

(SWORN MAY 21, 2019) 

I, Christie Blatchford, of the City of Toronto, in the Province of Ontario, MAKE 

OATH AND SAY: 

1. I am a Canadian columnist, journalist, and author, currently writing for the National 

Post. In the Fall of 2017, a number of the Defendants to the Counterclaim of West Face 

Capital Inc. (“West Face”) and Gregory Boland (“Boland”), attempted to induce me to 

write a news article about, among other things: 

(a) Justice Newbould and his decision in the matter of The Catalyst Capital 

Group Inc. v. Brandon Moyse and West Face Capital Inc. (the “Moyse 

Action”), in which he dismissed the lawsuit of The Catalyst Capital Group 

Inc. (“Catalyst”) against West Face and Brandon Moyse; 

(b) a “Wolf Pack” of companies, including West Face, that was purportedly 

involved in an illegal conspiracy to profit from disseminating false 

information about public companies. 

2. In the course of these events, which occurred between September 15 and 

December 2017, I communicated directly with a number of the Counterclaim Defendants 

and their representatives, including, among others, Emmanuel Rosen (“Rosen”), Virginia 
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Jamieson (“Jamieson”), Newton Glassman (Catalyst’s Chief Executive Officer) 

(“Glassman”), James Riley (Catalyst’s Chief Operating Officer) (“Riley”), Dan Zorella 

(one of the principals of B.C. Strategy Ltd. and B.C. Strategy UK Ltd. (collectively, “Black 

Cube”)) (“Zorella”) and Brian Greenspan (Catalyst’s lawyer) (“Greenspan”), as well as 

other individuals who I believe used false aliases. As a result of these events, I wrote an 

article titled: “The Judge, The Sting, Black Cube and Me” (the “Sting Article”), which was 

published by the National Post online on the evening of Friday, November 24, 2017 and in 

print on the morning of Saturday, November 25, 2017. A copy of the online version of the 

Sting Article is attached to my Affidavit as Exhibit 1.  

3. As I continued to follow the story, I wrote additional news articles before the end of 

2017. On November 29, 2017, the National Post published my article titled: “The night two 

alleged spies were sent to dinner and two more spies showed up”. A copy of the online 

version of this article is attached to my Affidavit as Exhibit 2. I wrote a third article on 

December 29, 2017, when West Face and Boland filed their Counterclaim, titled: “West 

Face files countersuit against Catalyst Capital, accusing rival firm of conspiracy and 

defamation”. A copy of the online version of this article is attached to my Affidavit as 

Exhibit 3.  

4. Since then, I have continued to follow the various litigation proceedings between 

Catalyst and West Face, and have attended various public Court hearings. 

5. Based on the foregoing, I have personal knowledge of the matters set out in this 

Affidavit, except where I have relied on information from others, in which case I have 

identified the source of my information and believe it to be true. 
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6. I swear this Affidavit in support of the motion by West Face and Boland for an order 

compelling the evidence of Rosen, who I understand resides in Israel. 

A. Personal Background 

7. I am a Canadian columnist, journalist, and author. I currently write for the National 

Post, although over the past 45 years I have written for all four major Toronto-based 

newspapers (the Globe and Mail, the Toronto Star, the Toronto Sun, and the National 

Post). In 1999, I won a National Newspaper Award for column writing, and in 2008 I won 

the Governor-General’s Literary Award in non-fiction for my book Fifteen Days: Stories of 

Bravery, Friendship, Life and Death from Inside the New Canadian Army, which was 

based on my experiences during four trips to Afghanistan in the 2006-2007 time period. 

Before beginning my career in the early 1970s, I studied journalism at Ryerson University. 

B. The Events Leading to My Publication of the Sting Article 

(i) September 15 to 17, 2017: Jamieson Offers Me an “Exclusive” Story 
About Justice Newbould and a Wolf Pack of Companies 

8. On Friday, September 15, 2017, I received an unsolicited email from Jamieson. I 

did not know Jamieson and was not expecting her email. Jamieson’s email had the 

subject line: “Exclusive – Neubolt [sic] allowed destruction of evidence in 

Catalyst/Westface [sic] case – appeal Sept 20th [sic]”. In the email, Jamieson wrote: 

Hi there. I see you have covered Judge Neubolt [sic] in 
Canada. I have a source that has contacted me that wants to 
talk with you. He states Neubolt [sic] allowed destruction of 
evidence in Catalyst/Westface [sic] case- appeal slated Sept 
20th [sic]. Do you want to talk to him? I really don't know much 
more that that- just that he wants to speak with you. 

Please let me know if you'd like to speak with him. 
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9. A copy of Jamieson’s email to me of September 15 is attached to my Affidavit as 

Exhibit 4. 

10. I do not believe that I responded to Jamieson’s email of September 15.1 

11. Two days later, on Sunday, September 17, 2017 at 11:23 PM, I received a second 

email from Jamieson, with the subject line: “Exclusive – Judge Frank Newbould’s record 

might unravel September 20th [sic]”. The email stated: 

Hello Christie. 

The Appellate Bench of Ontario will meet this Wednesday 
[sic] to review the ruling of Judge Frank Newbould in a case 
tied to the ownership of Wind Mobile. In advance of the 
appeal, I’d like to connect you with a spokesperson that can 
prove evidence was destructed [sic] in the case and that 
Newbould’s ultimate ruling completely ignored it. 

Here is some background: 

In 2016, Newbould presided over a case of industrial 
espionage with billions of dollars hanging in the balance. 
Catalyst Group [sic] had sued West Face Capital and its junior 
analyst Brandon Moyse. Moyse left Catalyst abruptly, taking 
with him several hundred confidential documents about 
Catalyst strategy. 

Despite a confirmed cascade of confidential documents 
having been passed by Moyse, Newbould’s ultimate ruling 
ignored Moyse’s destruction of evidence. 

My source can show you that when Newbould took over the 
case, Moyse erased his company blackberry and computer, 
inhibiting the investigation and erasing the possible evidence 
that he passed along confidential Catalyst briefings about 
Wind on to West Face. 

                                            
1  In fact, based on the language of the Sting Article, which indicates that I believed at the time I wrote 
the Sting Article that the first email I had received from Jamieson was in fact her second email of September 
17, 2017, it appears that I either did not notice Jamieson’s first email of September 15, 2017 at the time I 
received it or, in any event, had forgotten about it by the time I published the Sting Article in November 
2017. 
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Despite the overwhelming mountain of evidence against West 
Face, Judge Newbould deemed it meritless in August 2016. 
Newbould ruled there was no reason to think Moyse had 
brought confidential information about Wind to West Face. 

In addition, Information is brewing about a wolf pack of 
companies that West Face is involved with as well- we can 
connect you with the investigators.  

Please let me know if you’d like to speak with my source. 

Regards, 

Virginia Jamieson 

12. A copy of Jamieson’s email to me of September 17, 2017, together with our further 

email exchanges within this same thread (which are described further below) is attached 

to my Affidavit as Exhibit 5.  

13. In the context of preparing this Affidavit, West Face’s counsel at Davies Ward 

Phillips & Vineberg LLP (“Davies”) provided me with a copy of an email sent by Rosen to 

Jamieson at 2:21 PM, nine hours earlier that same day (Sunday, September 17, 2017), 

with the subject line: “The story”. Rosen’s email attached a document containing an article 

titled: “Judge Frank Newbould’s record might unravel September 20th [sic] – The 

Appellate Bench of Ontario will meet this Wednesday to review the bizarre and suspect 

ruling of famed Nortel arbiter Frank Newbould in a case tied to the ownership of Wind 

Mobile”.  

14. The article sent by Rosen to Jamieson contained virtually all of the substance of 

the email that Jamieson sent to me later that evening, as set out above. For example, the 

article stated, among other things, that: 
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Justice Newbould had “presided over a case of industrial 
espionage with billions of dollars hanging in the balance”; 

… 

Catalyst “had sued West Face Capital and its junior analyst 
Brandon Moyse. Moyse left Catalyst abruptly, taking with him 
several hundred confidential documents about Catalyst 
strategy. Despite a confirmed cascade of confidential 
documents having been passed by Moyse, Newbould’s 
ultimate ruling ignored Moyse’s destruction of evidence.”; 

… 

When Justice Newbould “took over the case, Moyse erased 
his company blackberry and computer, inhibiting the 
investigation and erasing the possible evidence [that] he 
passed confidential Catalyst briefings about Wind on to West 
Face”; 

“Despite [the] overwhelming mountain of evidence against 
West Face”, Judge Newbould “deemed [it] meritless … in 
August 2016”;  

“Newbould ruled there was no reason to think Moyse had 
brought confidential information about Wind to West Face”; 

… 

“Catalyst Capital Group and their owner Newton Glassman 
allege West Face and a consortium of 8 other companies 
have tried to undermine Catalyst’s and other companies 
business interests for several years, by spreading fake news 
and coordinating steps against those companies un the 
Canadian Stock Exchange. Those suspicions recently 
prompted a secret investigation launched by JSOT against 
the The [sic] consortium, known as the "WOLF PACK" 
companies. Sources say if the suspicions will come true that 
turn to be a huge scandal that will shake the Canadian 
system.” 

15. A copy of Rosen’s email to Jamieson of September 17, including the attachment, is 

attached to my Affidavit as Exhibit 6. 
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16. Of course, as of that date, the only person with whom I was communicating about 

this matter was Jamieson. I was not yet aware of Rosen or his apparent role in directing 

her. 

(ii) September 18, 2017: Jamieson Offers to Connect Me To Her Source, 
Rosen, and Justice Newbould is “Stung” 

17. On the morning of Monday, September 18, 2017 (at 8:25 AM), I responded to 

Jamieson’s email from the day before. I told Jamieson that I was interested in speaking 

with her and/or her “source”. I also noted that I could not find a reference to the Moyse 

Action on the Court of Appeal’s schedule for Wednesday, September 20, 2017 (which 

was the date that Jamieson had indicated the appeal was to be heard). Specifically, I 

wrote: 

Hi Virginia. 

Certainly interested in speaking to you and/or your source. 

Can’t see the case on the Court of Appeal schedule; is it 
Wednesday for sure? 

I’ve got a busy morning, but will be back at my home office by 
11am. Will call you then. 

Christie 

18. This email is a part of the same thread of emails attached to my Affidavit as Exhibit 

5. 

19. Jamieson responded to me by email about an hour later, at 9:33 AM. In this email, 

she clarified that there were “two stories” (or perhaps two prongs to the same story) that 

she was pitching – one story about Justice Newbould’s “destruction of justice” in the 

Moyse Action, and a second story about the “wolf pack” of companies that West Face was 
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allegedly involved in. She also sought to schedule a phone call between me and her 

source at 7:00 PM that evening. Specifically, she wrote: 

Thanks Christie. As I told you, there are two stories: 

1) The destruction of justice and the investigation 

2) The wolf back [sic] 

Can we set up time around 7pm this evening to speak about 
the investigation? My source is on a cross Atlantic flight today 
and can speak right after landing. 

Please let me know what number to reach you on - he will call 
you direct. If that time doesn't work then he can call you first 
thing tomorrow. 

Virginia 

20. A copy of Jamieson’s email to me of September 18, 2017 is attached to my 

Affidavit as Exhibit 7. 

21. After I did not respond to Jamieson by the time she had proposed for the phone call 

between me and her source (being 7:00 PM on the evening of Monday, September 18, 

2017), Jamieson quickly sent me a follow up email (at 7:07 PM) asking whether I could 

discuss the matter the following morning. I wrote back a few minutes later (at 7:16 PM), 

apologizing for not responding, and asking her to confirm when Catalyst’s appeal of the 

Moyse Action was scheduled to be heard by the Court of Appeal. I again noted that I could 

not “find any trace of it” on the Court of Appeal’s schedule for Wednesday, September 20, 

2017. I also asked Jamieson: “And who is your source (if not his name, what his deal is) 

and what’s your role?”. These emails are a part of the same thread of emails attached to 

my Affidavit as Exhibit 5. 
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22. Later that evening (Monday, September 18, 2017 at 9:38 PM), Jamieson 

responded, explaining her role and what information she had to offer: 

Hi there. I am a Canadian living in Brooklyn, NYC. I do 
communications here and I was approached by my source, 
who has become close to this case and wanted the story told 
by a Canadian journalist. My parents are huge fans of yours 
(they discuss your articles at the dinner table- even at 
Thanksgiving) and so I recommended you. My source asked 
me to help them reach you so here I am! 

The appeal is scheduled for the 20th. This is an appeal over a 
matter of law; whether the judge erred in allowing the 
destruction of evidence. There are a lot of layers to this –there 
is also evidence of a wolf pack that West Face is involved 
with, affecting about 8 Canadian companies. 

The evidence he has to share with you tomorrow has not been 
made public yet. 

Let me know if you are interested in the intro. 

Thanks. Virginia. 

23. This email is a part of the same thread of emails attached to my Affidavit as Exhibit 

5. 

24. As I later learned from events described below, on the same day that Jamieson 

was attempting to connect me with her “source” (Monday, September 18, 2017), Justice 

Newbould was targeted in a sting operation (the “Newbould Sting”) conducted by Black 

Cube, a private investigative firm. I was, of course, not present during the Newbould Sting 

and knew nothing about it at the time. However, I later learned about the Newbould Sting 

directly from Catalyst, Black Cube, and their principals and representatives, including 

Glassman, Greenspan and Zorella. My knowledge of the Newbould Sting is based on my 

information and belief from the principals and representatives of Catalyst and Black 
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Cube, is also described in the Sting Article, previously attached to my Affidavit as Exhibit 

1. 

(iii) September 19, 2017: Jamieson Sends Me an Excerpted Version of 
Justice Newbould’s Reasons for Judgment from the Moyse Action 

25. As the date for the hearing of Catalyst’s appeal of the Moyse Action approached, I 

exchanged further emails with Jamieson. 

26.  Among the more relevant emails, on the morning of Tuesday, September 19 (at 

9:16 AM), Jamieson told me that Catalyst’s appeal of the Moyse Action was “moving to 

the beginning of next week” even though, according to her, it had been “originally slated 

for Wednesday [September 20]”. In the same email, she told me that her source would 

“connect [me] with someone actually involved in the case”, and that she would send me 

some documents. This email is a part of the same thread of emails attached to my 

Affidavit as Exhibit 5. 

27. Later that morning (Tuesday, September 19 at 10:23 AM), Jamieson sent me a 

separate email with the subject line: “Here is the first document”. The body of her email 

simply stated: “We would want to walk you through this”. The email attached a Word 

document with the file name: “Moyse.docx” (the “Moyse Document”). A copy of this 

email together with its attachment is attached to my Affidavit as Exhibit 8. 

28. In the context of preparing this Affidavit, Davies provided me with a copy of an 

email that appears to have been forwarded by Rosen to Jamieson from the email address 

arik@psy-group.com at 8:45 AM earlier that same day (Tuesday, September 19, 2017). 
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This email attached the very same Moyse Document that Jamieson later forwarded to 

me. A copy of this email is attached to my Affidavit as Exhibit 9. 

29. While I did not know the precise nature of the Moyse Document at the time, I now 

understand that the Moyse Document contained excerpts from Justice Newbould’s 

reasons for judgment (the “Reasons”) from the trial of the Moyse Action dated August 18, 

2016. In my email response to Jamieson late that evening, I referred to the Moyse 

Document as a “weird, pieced-together thing”. A copy of this email is attached to my 

Affidavit as Exhibit 10. 

30. Now that I have read Justice Newbould’s Reasons in their entirety, I understand 

that the Moyse Document omitted much of the evidence underlying Justice Newbould’s 

key findings regarding Mr. Moyse’s actions. For ease of reference, a copy of Justice 

Newbould’s complete Reasons is attached to my Affidavit as Exhibit 11. In his Reasons, 

Justice Newbould explained in detail why Moyse’s deletion and/or alleged deletion of 

certain materials was either inconsequential and/or irrelevant to Catalyst’s claims against 

West Face regarding Wind Mobile. The Moyse Document referred to little of this 

evidence. 

(iv) September 19 to 21, 2017: Jamieson Provides Me With a USB of the 
Newbould Sting Materials 

31. The same day that Jamieson sent me the Moyse Document (Tuesday, September 

19, 2017), Jamieson continued to offer to connect me with persons who allegedly had 

direct knowledge of the stories that she was pitching to me about Justice Newbould and 

the “Wolf Pack” that included West Face.  
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32. For example, in one email (sent at 12:04 PM), Jamieson wrote: 

The appeal is now going to be on the 26th of September. 
Please let me know if you have some time tomorrow. I have 
two people that could meet you in person tomorrow. 

33. A copy of this email is attached to my Affidavit as Exhibit 12. 

34. In a separate email (sent at 12:41 PM), she wrote:  

Hi Christie. The appeal is on the 26th. I have arranged for an 
exclusive background meeting btw yourself and the 
leading figure from Catalyst. He is in Montreal today but will 
fly to Toronto- ideally tomorrow- to meet with you. I'll come 
back to you on times. Thanks, V (Emphasis added) 

35. This email is a part of the same thread of emails attached to my Affidavit as Exhibit 

10. 

36. The foregoing emails were the first time that Jamieson unequivocally stated that 

Catalyst and/or its principals were the ultimate source(s) of the story I was being invited to 

write. She continued to refer to Catalyst and/or its principals as her sources over the next 

two months. 

37. Despite these offers, however, Jamieson ultimately did not (at that time) arrange a 

meeting or call between me and any “leading figure from Catalyst” referenced in her 

above-quoted email from September 19. 

38. Instead, Jamieson and I arranged to meet, and did in fact meet, at the Aroma café 

near the intersection of Yonge and Eglinton, at around 11:30 AM on the morning of 

Thursday, September 21, 2017. At this meeting, Jamieson gave me a USB storage 

device. I later determined that the USB device contained edited excerpts of two 
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surreptitiously recorded conversations that Justice Newbould had had with an undercover 

Black Cube operative at his office, and at the Scaramouche restaurant, as part of the 

Newbould Sting on September 18, 2017. 

39. At that meeting, Jamieson refused to identify who had given her the USB device. 

However, for reasons explained in more detail below, I believe that the USB device had 

been given to her by Riley, Catalyst’s Chief Operating Officer. 

40. At the same meeting at the Aroma café on Thursday, September 21, Jamieson 

attempted to persuade me to write the article about Justice Newbould before the 

scheduled date of Catalyst’s appeal of the Moyse Action (September 26, 2017). I had not 

made any decision or commitment to write an article at all, let alone within the next few 

days. I was also busy working on at least two other stories and did not understand there to 

be any urgency to the matter.  

41. Later that day (Thursday, September 21, 2017 at 6:39 PM), Jamieson sent me a 

further email, stating:  

If you would like to meet the person that pulled that info 
together (not the journalist- the person that sent the info to 
him), they are happy to jump on a plane and meet you in 
person in Toronto. They can explain the content to you and 
provide context. Let me know. 

42. A copy of this email is attached to my Affidavit as Exhibit 13. 

(v) September 23, 2017: Rosen Reaches Out to Me 

43. In the context of preparing this Affidavit, Davies provided me with copies of emails 

sent by Jamieson to Rosen, in which Jamieson simply forwarded my email conversations 
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with her to Rosen. In short, Jamieson was keeping Rosen apprised of our 

communications. The first of these emails is a part of the same thread of emails attached 

to my Affidavit Exhibit 5, and a copy of the second email is attached to my Affidavit as 

Exhibit 14. 

44. On Saturday, September 23, 2017, I received a phone call from Rosen. He 

indicated that he had received my phone number from Jamieson and stated that he was 

the journalist who had been providing her with information. 

(vi) October 12, 2017: I Met With Rosen 

45. On October 12, 2017, I met in person with Rosen at the Broadview Hotel in 

Toronto’s east end. During this conversation, Rosen told me his real name, and explained 

a little bit about his background. He told me that he was a journalist and documentary 

filmmaker based in Israel. Like Jamieson, Rosen attempted to persuade me to publish an 

article (or articles) about Justice Newbould and West Face.  

46. By that time, I had reviewed the Newbould Sting materials on the USB device that 

Jamieson had relayed to me from Riley. Rosen and I discussed these materials. Rosen 

contended that the Newbould Sting materials proved that Justice Newbould was a corrupt 

judge, and he wanted me to write an article saying so. I did not believe that the Newbould 

Sting materials, selectively edited as they were, proved the allegations that Rosen was 

making about Justice Newbould, which raised my concerns about Rosen’s motives and 

good faith. 

47. Even more troubling, however, was that where Jamieson had been unequivocal 

that Catalyst was the principal behind the Newbould Sting, Rosen told me that an 
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aboriginal group that had previously made a complaint to the Canadian Judicial Council 

about Justice Newbould was responsible for the Newbould Sting. I believed that this 

assertion was highly implausible. 

48. I was unimpressed with Rosen and left the meeting convinced that Rosen, 

Jamieson, and the people for whom they were acting (who I understood from Jamieson to 

be Catalyst) were attempting to dupe me into writing a misleading article for their own 

ulterior motives. 

49. The next day, October 13, 2017, I sent an email to Jamieson letting her know that 

I had met with Rosen, and asking her whether she could try to put me in touch with a 

representative of Catalyst: 

Couple of things…I met the journalist this week but still no 
sign of the principal. He also seems to have a different idea of 
who the principal is.  

You once mentioned that the Catalyst guy would meet me, 
and I wondered if you could try again.  

Also, case is on delay again at appeal court…any idea why? 

50. A copy of this email, and Jamieson’s response (described in the following 

paragraph) is attached to my Affidavit as Exhibit 15. 

51. Later that day, Jamieson responded to my email advising that I could expect more 

details soon, and encouraging me to write exclusively about the material that had been 

provided to me thus far: 

Ah- the fab Christie.  

So I asked them and was told “The principal source isn’t ready 
to come forward but we are working on it. Appeal was 
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postponed and we should have clarity/more detaisl [sic] soon 
and will walk you through it.” 

You have the story exclusively and if you can report out what 
you heard on the tape independently then you can. Parties 
and just getting organized for the impact of this story. 

(vii) Late October 2017: Meeting with “Jessie from Operations” 

52. On October 26, 2017, I followed up with Rosen from our earlier meeting regarding 

meeting one of the principals from Catalyst. As I stated in the Sting Article, Rosen initially 

suggested that I could meet the “guy who is behind the project”, but then changed this to 

“Jessie from the operational team”. This meeting was arranged for October 31, 2017 at 

the Mercatto in the Eaton’s Centre. 

53. The meeting proceeded as planned. “Jessie” was a woman with dark hair who 

appeared to be in her early 40s. Davies has given me a photograph of a woman named 

Judith Helfgott Burstien, and has informed me that she is an employee of Psy Group and 

the spouse of Psy Group’s former CEO, Royi Burstien. The photograph is attached as 

Exhibit 16. I believe that “Jessie” is probably the person in this photograph. 

54. I found the meeting with “Jessie” to be entirely unproductive. She was evasive 

about who she was, who she represented, and what information she could give me. I 

learned nothing of value from the meeting, which heightened my suspicion that someone 

was attempting to manipulate me. 

(viii) Mid-November 2017: Catalyst Reveals Itself 

55. On Friday, November 16, Barbara Schecter of the National Post published a story 

titled “Intelligence firm’s operatives targeted our employees, West Face says in response 

to ‘conspiracy’ lawsuit”. The story reported on a West Face court filing alleging that Black 
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Cube had conducted stings on various current and former West Face employees, 

including its former general counsel. A copy of this article is attached to my Affidavit as 

Exhibit 17. 

56. The next day I called Jamieson and spoke with her on the phone. I asked her a 

number of direct questions on issues that she had been evasive about, or regarding 

matters for which I had been provided with misleading or inconsistent information. For 

example, I pointed out to her that in one of her earliest emails to me, she had offered to 

introduce me to the “leading figure from Catalyst”, yet Rosen had later described the 

principals behind his efforts as the aboriginal group that had previously made a complaint 

about Justice Newbould.  

57. Jamieson became distressed by my direct questions. She reiterated to me that the 

party who wanted me to publish a story about Justice Newbould and the “wolf pack” of 

companies involving West Face was Catalyst. At the same time, she told me that I had no 

“proof” that Catalyst was behind the Newbould Sting and that that there was no need to 

mention Catalyst in an article. 

58. She also emphasized to me that her involvement was extremely limited. At first she 

denied ever meeting anyone other than Rosen. She also said that she had been involved 

in the matter for free, and was just doing it as a favour for an acquaintance – “this girl 

Karen” – with whom she was trying to network. Jamieson referred to herself as a “mule”. 

59. However, when I asked her who gave her the USB device containing the 

Newbould Sting materials, she told me that she met a person at or near the Rosedale 

subway station on the morning of Thursday, September 21, before she met with me at the 
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Aroma café near Yonge and Eglinton. She said that this person gave her the USB device 

that she had relayed to me. She described the person as an older man, in his 60s, and 

that his name was “James”. She told me she remembered this because it is her son’s 

middle name. From this and from what Jamieson had previously told me (including that 

Catalyst was the principal behind the Newbould Sting), I believed that she was likely 

referring to James Riley, Catalyst’s Chief Operating Officer. 

C. My Communications With Catalyst, Greenspan, and Black Cube 

60. On Friday, November 17, 2017, I emailed Brian Greenspan to ask if he had a few 

minutes to chat with me. I had seen Greenspan’s name in the Court of Appeal’s file in 

relation to Justice Rouleau’s adjournment of the hearing of Catalyst’s appeal of the 

Moyse Action that had originally been scheduled for September 26-27, 2017, and 

guessed that he was advising Catalyst in relation to ethical issues surrounding the events 

that Jamieson had approached me about. Greenspan asked what I wanted to talk about, 

and I told him “Need to talk about Catalyst and something you may know something 

about”, and proposed to call him on Sunday.  

61. On Sunday, November 19, 2017, I called Greenspan as planned. Greenspan 

began the conversation by stating that Catalyst had originally retained him as a “security 

consultant”, and then later broadened that retainer to consider whether the stings on 

Justice Newbould and West Face’s former general counsel Alex Singh constituted “fresh 

evidence” that could be used at the appeal of the Moyse Action. Greenspan 

acknowledged that he was authorized to speak for Catalyst. On that note, Greenspan is 

the “source authorized to speak for Catalyst” that I refer to in my Sting Article. 
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62. As I stated in my Sting Article, according to Greenspan, Catalyst was weighing 

whether the Newbould Sting provided it with sufficient evidence (to use my own words 

from the Sting Article): “to dislodge the presumption of neutrality that cloaks judges as a 

matter of law to now argue at the appeal that Newbould was biased”. Greenspan told me 

that Catalyst’s former firm, Lax O’Sullivan, had demanded that Catalyst sign an 

undertaking that it would never attempt to use in any way the information it had covertly 

obtained about Justice Newbould in the Newbould Sting. However, Catalyst was not 

willing to do so at that time. 

63. Greenspan also stated to me that Catalyst had not ordered the Newbould Sting, 

and in fact did not know about it until after it had occurred. 

64. Greenspan stated that towards the end of August 2017, a number of “very very 

serious security concerns, some corporate and some personal” had arisen within Catalyst 

and its principals. Greenspan alleged that there had been invasions of Glassman’s 

Toronto home and his Muskoka cottage property. Greenspan also referred to “hacking”. 

Greenspan claimed that there had been threats to Glassman’s safety and security. 

65. Greenspan told me that, as a result of these threats, Greenspan had retained on 

behalf of Glassman an international security firm called Tamara Global to provide a host 

of security services. He told me that this firm had been briefed on perceived threats to the 

security of Catalyst and Glassman, including West Face and the “wolfpack”, and the 

litigation with West Face. Tamara Global was given the authority to retain its own 

subcontractors, and one of these subcontractors was Black Cube. 
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66. Greenspan then indicated that Black Cube engaged in the Newbould Sting, as well 

as various stings of current and former West Face employees, including its former 

general counsel Alex Singh, on its own initiative and without any direction or instruction 

from Catalyst. 

67. Greenspan stated that as soon as he became aware of the stings, he advised 

Black Cube to cease, stating words to the effect of “that’s not how we do things in 

Canada”. He said that Black Cube apparently misinterpreted this as a direction to 

continue its sting activities outside Canada. 

68. Greenspan was aware of Jamieson’s role in contacting me, and I advised him that 

I was going to write what I had learned using Jamieson’s and Rosen’s names, unless 

Greenspan told me who had delivered the USB device to Jamieson.  

69. In subsequent calls with Greenspan during this time period, I continued to press 

him to tell me who had given Jamieson the USB device. Greenspan told me that if I would 

forego that request, he would arrange a meeting with Glassman and a representative of 

Black Cube. 

70. This meeting ultimately occurred on November 22 or 23, 2017, shortly before 

publication of the Sting Article. I first met Greenspan at his office, where he called Zorella. 

Zorella was described to me as one of the principals of Black Cube. I was told that this 

conversation was “off the record” and for background.  
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71. Following this lengthy call, Greenspan and I then drove to Glassman's home in 

Toronto where I had a further conversation with Greenspan and Glassman. I was also 

instructed that this conversation was "off the record" and for background. 

D. The Sting Article 

72. Ultimately, on Friday, November 24, 2017, I completed drafting the Sting Article 

about the events described above. A copy of this article was previously attached to my 

Affidavit as Exhibit 1. 

73. I do not recall having further communications with Greenspan, Glassman, 

Jamieson, "Jessie", Rosen, or anyone else since publication of the Sting Article. 

SWORN BEFORE ME at the City of 
Toronto, in the Province of Ontario this 
21st day of May, 2019 

Commissioner for Taking Affidavits 
(or as may be) 

ft C A ^—* 
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Annals of Covert Action February 18 & 25, 2019 Issue

Inside an effort to in�uence American elections, starting
with one small-town race.

By Adam Entous and Ronan Farrow
February 11, 2019

Psy-Group offered its avatars for in�uence campaigns, boasting that they could plant the seeds of thought in people. Illustration by Javier

Jaén

ne evening in 2016, a twenty-�ve-year-old community-college student named Alex Gutiérrez was waiting tables at La

Piazza Ristorante Italiano, an upscale restaurant in Tulare, in California’s San Joaquin Valley. Gutiérrez spotted Yorai

Benzeevi, a physician who ran the local hospital, sitting at a table with Parmod Kumar, a member of the hospital board. They

seemed to be in a celebratory mood, drinking expensive bottles of wine and laughing. This irritated Gutiérrez. The kingpins, he

thought with disgust.

4921437

1460

https://www.newyorker.com/magazine/annals-of-covert-action
https://www.newyorker.com/magazine/2019/02/18
https://www.newyorker.com/contributors/adam-entous
https://www.newyorker.com/contributors/ronan-farrow
https://www.audm.com/?utm_source=newyorker&utm_medium=playerembed&utm_campaign=deception-inc&utm_content=default


12/31/2020 Private Mossad for Hire | The New Yorker

https://www.newyorker.com/magazine/2019/02/18/private-mossad-for-hire 2/15

Gutiérrez had recently joined a Tulare organization called Citizens for Hospital Accountability. The group had accused Benzeevi

of enriching himself at the expense of the cash-strapped hospital, which subsequently declared bankruptcy. (Benzeevi’s lawyers said

that all his actions were authorized by his company’s contract with the facility.) According to court documents, the contract was

extremely lucrative for Benzeevi; in a 2014 e-mail to his accountant, he estimated that his hospital business could generate nine

million dollars in annual revenue, on top of his management fee of two hundred and twenty-�ve thousand dollars a month. (In

Tulare, the median household income was about forty-�ve thousand dollars a year.) The citizens’ group had drawn up an

ambitious plan to get rid of Benzeevi by rooting out his allies on the hospital board. As 2016 came to a close, the group was

pushing for a special election to unseat Kumar; if he were voted out, a majority of the board could rescind Benzeevi’s contract.

Gutiérrez, a political-science major, was a leader of the Young Democrats Club at the College of the Sequoias, and during the

2016 Presidential campaign he attended a rally for Bernie Sanders. Gutiérrez grew up watching his father, a dairyman, work

twelve-hour shifts, six days a week, and Sanders’s message about corporate greed, income inequality, and the ills of America’s for-

pro�t health-care system resonated with him. Seeing Benzeevi and Kumar enjoying themselves at La Piazza in�amed Gutiérrez’s

sense of injustice. He spent the week between Christmas and New Year’s knocking on doors and asking neighbors to sign a

petition for a recall vote, which ultimately garnered more than eleven hundred signatures. Gutiérrez later asked his mother,

Senovia, if she would run for Kumar’s seat; the citizens’ group thought that Senovia, an immigrant and a social worker, would be

an appealing candidate in a community that is around sixty per cent Hispanic.

The recall was a clear threat to Benzeevi’s hospital-management business, and he consulted a law �rm in Washington, D.C., about

mounting a campaign to save Kumar’s seat. An adviser there referred him to Psy-Group, an Israeli private intelligence company.

Psy-Group’s slogan was “Shape Reality,” and its techniques included the use of elaborate false identities to manipulate its targets.

Psy-Group was part of a new wave of private intelligence �rms that recruited from the ranks of Israel’s secret services—self-

described “private Mossads.” The most aggressive of these �rms seemed willing to do just about anything for their clients.

Psy-Group stood out from many of its rivals because it didn’t just gather intelligence; it specialized in covertly spreading messages

to in�uence what people believed and how they behaved. Its operatives took advantage of technological innovations and lax

governmental oversight. “Social media allows you to reach virtually anyone and to play with their minds,” Uzi Shaya, a former

senior Israeli intelligence officer, said. “You can do whatever you want. You can be whoever you want. It’s a place where wars are

fought, elections are won, and terror is promoted. There are no regulations. It is a no man’s land.”

In recent years, Psy-Group has conceived of a variety of elaborate covert operations. In Amsterdam, the �rm prepared a report on

a religious sect called the Brunstad Christian Church, whose Norwegian leader, Psy-Group noted, claimed to have written “a more

important book than the New Testament.” In Gabon, Psy-Group pitched “Operation Bentley”—an effort to “preserve” President

Ali Bongo Ondimba’s hold on power by collecting and disseminating intelligence about his main political rival. (It’s unclear

whether or not the operations in Amsterdam and Gabon were carried out. A spokesperson for Brunstad said that it was “plainly

ridiculous” that the church considered “any book” to be more important than the Bible. Ondimba’s representatives could not be

reached for comment.) In another project, targeting the South African billionaire heirs of an apartheid-era skin-lightening

company, Psy-Group secretly recorded family members of the heirs describing them as greedy and, in one case, as a “piece of shit.”

In New York, Psy-Group mounted a campaign on behalf of wealthy Jewish-American donors to embarrass and intimidate activists

on American college campuses who support a movement to put economic pressure on Israel because of its treatment of the

Palestinians.
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Psy-Group’s larger ambition was to break into the U.S. election market. During the 2016 Presidential race, the company pitched

members of Donald Trump’s campaign team on its ability to in�uence the results. Psy-Group’s owner, Joel Zamel, even asked

Newt Gingrich, the former House Speaker, to offer Zamel’s services to Jared Kushner, Trump’s son-in-law. The effort to drum up

business included brash claims about the company’s skills in online deception. The posturing was intended to attract clients—but

it also attracted the attention of the F.B.I. Robert Mueller, the special counsel, has been examining the �rm’s activities as part of

his investigation into Russian election interference and other matters.

Psy-Group’s talks with Benzeevi, after the 2016 election, spurred the company to draw up a plan for developing more business at

the state and local levels. No election was too small. One company document reported that Psy-Group’s in�uence services cost, on

average, just three hundred and �fty thousand dollars—as little as two hundred and seventy-�ve dollars an hour. The new strategy

called for pitching more than �fty individuals and groups, including the Republican National Committee, the Democratic

National Committee, and major super ���s. The �rm published a provocative brochure featuring an image of a gold�sh with a

shark �n tied to its back, below the tagline “Reality is a matter of perception.” Another brochure showed a cat that cast a lion’s

shadow and listed “honey traps” among the �rm’s services. (In the espionage world, a honey trap often involves deploying a

sexually attractive operative to induce a target to provide information.)

Psy-Group put together a proposal for Benzeevi, promising “a coordinated intelligence operation and in�uence campaign” in

Tulare to preserve Kumar’s seat on the hospital board. Operatives would use fake identities to “uncover and deliver actionable

intelligence” on members of the community who appeared to be leading the recall effort, and would use unattributed Web sites to

mount a “negative campaign” targeting “the opposition candidate.” All these activities, the proposal assured, would appear to be

part of a “grass roots” movement in Tulare. The operation was code-named Project Mockingjay, a reference to a �ctional bird in

the “Hunger Games” novels, known for its ability to mimic human sounds.

he modern market for private intelligence dates back to the nineteen-seventies, when a former prosecutor named Jules Kroll

began hiring police detectives, F.B.I. and Treasury agents, and forensic accountants to conduct detective work on behalf of

corporations, law and accounting �rms, and other clients. The company, which became known as Kroll, Inc., also recruited a small

number of former C.I.A. officers, but rarely advertised these hires—Kroll knew that associating too closely with the C.I.A. could

endanger employees in countries where the spy agency was viewed with contempt.

In the two-thousands, Israeli versions of Kroll entered the market. These companies had a unique advantage: few countries

produce more highly trained and war-tested intelligence professionals, as a proportion of the population, than Israel. Conscription

in Israel is mandatory for most citizens, and top intelligence units often identify talented recruits while they are in high school.

These soldiers undergo intensive training in a range of language and technical skills. After a few years of government service, most

are discharged, at which point many �nish their educations and enter the civilian job market. Gadi Aviran was one of the pioneers

of the private Israeli intelligence industry. “There was this huge pipeline of talent coming out of the military every year,” Aviran,

who founded the intelligence �rm Terrogence, said. “All a company like mine had to do was stand at the gate and say, ‘You look

interesting.’ ”

Aviran was formerly the head of an Israeli military intelligence research team, where he supervised analysts who, looking for

terrorist threats, reviewed data vacuumed up from telephone communications and from the Internet. The process, Aviran said, was

like “looking at a �owing river and trying to see if there was anything interesting passing by.” The system was generally effective at

analyzing attacks after they occurred, but wasn’t as good at providing advance warning.
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Aviran began to think about a more targeted approach. Spies, private investigators, criminals, and even some journalists have long

used false identities to trick people into providing information, a practice known as pretexting. The Internet made pretexting

easier. Aviran thought that fake online personae, known as avatars, could be used to spy on terrorist groups and to head off planned

attacks. In 2004, he started Terrogence, which became the �rst major Israeli company to demonstrate the effectiveness of avatars in

counterterrorism work.

When Terrogence launched, many suspected jihadi groups communicated through members-only online forums run by designated

administrators. To get past these gatekeepers, Terrogence’s operatives gave their avatars legends, or backstories—often as Arab

students at European universities. As the avatars proliferated, their operators joked that the most valuable online chat rooms were

now entirely populated by avatars, who were, inadvertently, collecting information from one another.

Aviran tried to keep Terrogence focussed on its core mission—counterterrorism—but some government clients offered the

company substantial contracts to move in other directions. “It’s a slippery slope,” Aviran said, insisting that it was a path he

resisted. “You start with one thing and suddenly you think, Wait, wait, I can do this. Then somebody asks if you can do something

else. And you say, ‘Well, it’s risky but the money is good, so let’s give it a try.’ ”

Terrogence’s success spawned imitators, and other former intelligence officers began to open their own �rms, many of them less

risk-averse than Terrogence. One of the boldest, Black Cube, openly advertised its ties to Israeli spy agencies, including Mossad

and Unit 8200, the military’s signals-intelligence corps. Black Cube got its start with the help of Vincent Tchenguiz, an Iranian-

born English real-estate tycoon who had invested in Terrogence. In March, 2011, Tchenguiz was arrested by a British anti-fraud

unit investigating his business dealings. (The office later dropped the investigation and paid him a settlement.) He asked Meir

Dagan, who had just stepped down as the director of Mossad, how he could draw on the expertise of former intelligence officers to

look into the business rivals he believed had alerted authorities. Dagan’s message to Tchenguiz, a former colleague of Dagan’s said,

was: I can �nd a personal Mossad for you. (Dagan died in 2016.) Tchenguiz became Black Cube’s �rst signi�cant client.

In some respects, Psy-Group emerged more directly from Terrogence. In 2008, Aviran hired an Israel Defense Forces intelligence

officer named Royi Burstien to be the vice-president of business development. Social networks such as Facebook—whose pro�les

featured photographs and other personal information—were becoming popular, and Terrogence’s avatars had become more

sophisticated to avoid detection. Burstien urged Aviran to consider using the avatars in more aggressive ways, and on behalf of a

wider range of commercial clients. Aviran was wary. After less than a year at Terrogence, Burstien returned to Israel’s military

intelligence, and joined an élite unit that specialized in PsyOps, or psychological operations.

In the following years, some of Burstien’s ambitions were being ful�lled elsewhere. Russia’s intelligence services had begun using a

variety of tools—including hacking, cyber weapons, online aliases, and Web sites that spread fake news—to conduct information

warfare and to sow discord in neighboring countries. In the late two-thousands, the Russians targeted Estonia and Georgia. In

2014, they hit Ukraine. Later that year, Burstien founded Psy-Group, which, like Black Cube, used avatars to conduct

intelligence-collection operations. But Burstien also offered his avatars for another purpose: in�uence campaigns, similar to those

mounted by Russia. Burstien boasted that Psy-Group’s so-called “deep” avatars were so convincing that they were capable of

planting the seeds of ideas in people’s heads.

ulare seemed an unlikely target for an in�uence campaign. The town took its name from a lake that, in 1773, was christened

by a Spanish commandant as Los Tules, for the tule reeds that grew along the shore. The town was later memorialized in a
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song, “Ghost of Bardsley Road,” about a headless spectre who rode a white Honda motorcycle.

Today, the city is home to just over sixty thousand people. The county leads the nation in dairy production. In the summer

months, dry winds churn up so much dust that many residents suffer from what’s known as valley fever, a fungal infection that

causes �ulike symptoms. Not long ago, when wild�res were raging across California, winds pushed the smoke into Tulare, leaving

an acrid smell in the air.

Citizens for Hospital Accountability began as a simple Facebook page. At �rst, the group’s leaders hoped that Alex Gutiérrez

would run for Kumar’s seat, but he was planning to stand for a position on the city council. Senovia was the backup choice. She

had grown up as the youngest of twelve children, in the central Mexican state of Aguascalientes. Her parents were impoverished

farmers who cultivated corn and beans until a drought forced them to abandon their land. She started working full time when she

was sixteen; when she was twenty-four, she crossed the border at Tijuana to join her boyfriend, Miguel Gutiérrez, who was living

in Los Angeles. They married and, two years later, moved to Tulare, where Senovia raised �ve boys and supplemented the family’s

income by working part time as a housekeeper. When she was thirty-�ve, she got her high-school diploma, then attended

community college and went on to earn a B.A. at California State University, Fresno. In 2015, she became an American citizen

and completed a master’s degree in social work.

Alex doubted whether his mother would agree to enter the race. She had never shown much interest in politics. “Growing up as

immigrants, parents know what’s happening, but, aside from voting, they don’t really want to get involved,” he said. Over family

dinners in Senovia’s three-bedroom home, Alex told her stories about the “corruption and mismanagement” that he said was

hurting the hospital. “I will happily do it because you’re so involved,” Senovia told him.

Hospital-board races are usually small-time affairs. One former member of the Tulare board said that her campaign had cost just a

hundred and �fty dollars, which she used to buy signs and cards that she handed out door-to-door. In the recall, which had been

set for July 11, 2017, voter turnout was expected to be fewer than �fteen hundred people. Still, Alex decided to take a break from

college and serve as his mother’s campaign manager. He suspected that the race would be bitterly contested, and expensive. He

calculated that ten thousand dollars should cover the costs. To help, Citizens for Hospital Accountability hosted a fund-raiser on

Cinco de Mayo. The invitation featured a photograph of Senovia in a pink dress, surrounded by her husband and �ve children,

standing in front of a mural depicting the foothills of the Sierra Nevadas.

Senovia was nervous about her �rst big campaign event, which was held in an orchard, where guests ate handmade tacos. Tulare

County is largely Republican; Trump won it with �fty-three per cent of the vote in 2016, and the district’s representative in the

House, Devin Nunes, has spearheaded efforts to counter the Russia investigation. But the hospital board was a crossover issue.

One of Senovia’s supporters, a dairyman of Portuguese descent, pulled Alex aside at the fund-raiser to tell him that Senovia’s

“classy” appearance and her foreign accent somehow reminded him of Melania Trump, whose husband he had supported in the

2016 election. (Alex, a Bernie Sanders fan, laughed and suggested that this might not be an apt comparison.)

After giving a speech, Senovia told Alex that she was pleased that the event had been held on Cinco de Mayo, which

commemorates the Mexican Army’s victory over France in the Battle of Puebla. “The French could not believe they were defeated

by Mexico,” Senovia told her son. “I am going to beat Kumar, and he won’t be able to believe that a Mexican woman defeated

him.”
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But Benzeevi wasn’t going to let his opponents win without putting up a �ght. While Alex and Senovia were soliciting small

donations from neighbors, Benzeevi got on a plane to Israel to meet with Psy-Group.

sy-Group operated out of a nondescript building in a commercial area about twenty minutes outside Tel Aviv. Its offices were

on the fourth �oor, behind an unmarked door. Employees used key cards to enter, and yet, for a private intelligence �rm,

security was comically lax, particularly between noon and 2 �.�., when men carrying motorcycle helmets raced in and out,

delivering lunch. Clients were escorted through a communal room, which had a big-screen TV facing a large, listing couch, where

twentysomethings in faded jeans and T-shirts spent their breaks playing Mortal Kombat and ���� 17.

Burstien tried to position Psy-Group as a more responsible alternative to Black Cube, which was known for a willingness to break

the rules. “I’m not saying we’re good guys or bad guys,” Burstien said in one meeting. “It’s not black or white. The gray has so

many shades.” In 2016, Romanian police arrested two Black Cube operatives for illegal hacking and harassment of the country’s

leading anticorruption officer. (The pair pleaded guilty and received probation.) Psy-Group tried to capitalize on Black Cube’s

legal troubles. Burstien reassured prospective clients that lawyers vetted everything the company’s operatives did. Former company

officials said that Psy-Group didn’t hack or appropriate the identities of real people for its avatars. It clandestinely recorded

conversations, but never in jurisdictions that required “two-party” consent, which would have made the practice illegal.

The company’s claims of legal legitimacy, however, skirted the fact that regulations haven’t kept pace with advances in technology.

“What are the regulations? What’s the law?” Tamir Pardo, who was the director of Mossad from 2011 to 2016, said. “There are no

laws. There are no regulations. That’s the main problem. You can do almost whatever you want.”

Psy-Group went to great lengths to disguise its activities. Employees were occasionally instructed to go to libraries or Internet

cafés, where they could use so-called “white” computers, which could not be traced back to the �rm. They created dummy Gmail

accounts, often employed for one assignment and then discarded. For particularly sensitive operations, Psy-Group created fake

front companies and avatars who purported to work there, and then hired real outside contractors who weren’t told that they were

doing the bidding of Psy-Group’s clients. Psy-Group operatives sometimes paid the local contractors in cash.

In one meeting, Burstien said that, before a parliamentary election in a European country, his operatives had created a sham think

tank. Using avatars, the operatives hired local analysts to work for the think tank, which then disseminated reports to bolster the

political campaign of the company’s client and to undermine the reputations of his rivals. In another meeting, Psy-Group officials

said that they had created an avatar to help a corporate client win regulatory approval in Europe. Over time, the avatar became so

well established in the industry that he was quoted in mainstream press reports and even by European parliamentarians. “It’s got to

look legit,” a former Psy-Group employee said, of Burstien’s strategy.

Most Psy-Group employees knew little or nothing about the company’s owner, Joel Zamel. According to corporate documents

�led in Cyprus, he was born in Australia in 1986. Zamel later moved to Israel, where he earned a master’s degree in government,

diplomacy, and strategy, with a specialization in counterterrorism and homeland security. Zamel’s father had made a fortune in the

mining business, and Zamel was a skilled networker. He cultivated relationships with high-pro�le Republicans in the U.S.,

including Newt Gingrich and Elliott Abrams, who served in foreign-policy positions under Ronald Reagan and George W. Bush,

and whom Psy-Group listed as a member of its advisory board. (The Trump Administration recently named Abrams its special

envoy to oversee U.S. policy toward Venezuela.) Documents show that Zamel was a director of a Cyprus-based company called

����, which controlled Psy-Group. (Zamel’s lawyers and Burstien declined to say how much of an ownership stake Zamel held in
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����, or to identify who else provided funding for the venture.) Using Cyprus as a front made it easier for Psy-Group to sell its

services in Arab states that don’t work overtly with Israeli companies.

Initially, Psy-Group hoped to make money by investigating jihadi networks, much as Terrogence did. In an early test of concept, a

Psy-Group operative created a Facebook account for an avatar named Madison. Burstien’s idea was to use Madison as a virtual

honey trap. The avatar’s Facebook page depicted Madison as an average American teen-ager from a Christian family in Chicago.

She was a fan of Justin Bieber, and after graduating from high school she took a job at a souvenir shop. She posted Facebook

messages about religion and expressed interest in learning more about Islam. Eventually, a Facebook member from Casablanca

introduced Madison online to two imams at Moroccan mosques, one of whom offered to guide her through the process of

becoming a Muslim.

Madison’s conversion was conducted through Skype. The call required a female Psy-Group employee to bring Madison to life

brie�y and chant the Shahada, a profession of faith, from a desk in the company’s offices. “Finally! I’m a Muslim,” Madison wrote

on Facebook. “I feel at home.” She added a smiley-face emoticon.

After her conversion, Madison began to come into contact with Facebook members who espoused more radical beliefs. One of her

new friends was an ���� �ghter in Raqqa, Syria, who encouraged her to become an ���� bride. At that point, Burstien decided to

end the operation, which, he felt, had demonstrated the company’s ability to create convincing “deep” avatars. Not long afterward,

he sent representatives to pitch State Department officials on an in�uence campaign, “modeled on the successful ‘Madison’

engagement,” that would “interrupt the radicalization and recruitment chain.” The State Department never acted on the proposal.

Psy-Group had more success pitching an operation, code-named Project Butter�y, to wealthy Jewish-American donors. The

operation targeted what Psy-Group described as “anti-Israel” activists on American college campuses who supported the Boycott,

Divestment, Sanctions movement, known as B.D.S. Supporters of B.D.S. see the movement as a way to use nonviolent protest to

pressure Israel about its treatment of the Palestinians; detractors say that B.D.S. wrongly singles out Israel as a human-rights

offender. B.D.S. is anathema to many ardent supporters of the Israeli government.

In early meetings with donors, in New York, Burstien said that the key to mounting an effective anti-B.D.S. campaign was to

make it look as though Israel, and the Jewish-American community, had nothing to do with the effort. The goal of Butter�y,

according to a 2017 company document, was to “destabilize and disrupt anti-Israel movements from within.” Psy-Group

operatives scoured the Internet, social-media accounts, and the “deep” Web—areas of the Internet not indexed by search engines

like Google—for derogatory information about B.D.S. activists. If a student claimed to be a pious Muslim, for example, Psy-

Group operatives would look for photographs of him engaging in behavior unacceptable to many pious Muslims, such as drinking

alcohol or having an affair. Psy-Group would then release the information online using avatars and Web sites that couldn’t be

traced back to the company or its donors.

Project Butter�y launched in February, 2016, and Psy-Group asked donors for $2.5 million for operations in 2017. Supporters

were told that they were “investing in Israel’s future.” In some cases, a former company employee said, donors asked Psy-Group to

target B.D.S. activists at universities where their sons and daughters studied.

The project would focus on as many as ten college campuses. According to an update sent to donors in May, 2017, Psy-Group

conducted two “tours of the main theatre of action,” and met with the campaign’s outside “partners,” which it did not name. Psy-

Group employees had recently travelled to Washington to visit officials at a think tank called the Foundation for Defense of
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Democracies, which had shared some of its research on the B.D.S. movement. In a follow-up meeting, which was attended by

Burstien, Psy-Group provided F.D.D. with a con�dential memo describing how it had compiled dossiers on nine activists,

including a lecturer at the University of California, Berkeley. In the memo, Psy-Group asked the foundation for guidance on

identifying future targets. According to an F.D.D. official, the foundation “did not end up contracting with them, and their

research did little to advance our own.”

Burstien recruited Ram Ben-Barak, a former deputy director of Mossad, to help with the project. As the director general of Israel’s

Ministry of Strategic Affairs, from 2014 to 2016, Ben-Barak had drawn up a plan for the state to combat the B.D.S. movement,

but it was never implemented. Ben-Barak was enthusiastic about Butter�y. He said that the �ght against B.D.S. was like “a war.”

In the case of B.D.S. activists, he said, “you don’t kill them but you do have to deal with them in other ways.”

Yaakov Amidror, a former national-security adviser to Prime Minister Benjamin Netanyahu, also became an adviser to Psy-Group

on Butter�y. Before accepting the position, Amidror said recently, he spoke to Daniel Reisner, Psy-Group’s outside counsel, who

had advised �ve Israeli Prime Ministers, including Netanyahu. “Danny, is it legal?” Amidror recalled asking. Reisner responded

that it was. While active Israeli intelligence operatives aren’t supposed to spy on the United States, Amidror said, he saw nothing

improper about former Israeli intelligence officers conducting operations against American college students. “If it’s legal, I don’t

see any problem,” Amidror said with a shrug. “If people are ready to �nance it, it is O.K. with me.”

n April 22, 2017, Benzeevi arrived in Tel Aviv. He checked into the Dan Hotel, across from the city’s seafront promenade.

At the start of his �rst full day in Israel, he was greeted by a “Welcome home!” e-mail from Scott Mortman, a former

lawyer who managed Psy-Group’s American clients. The e-mail described their schedule for the day. At lunch, Mortman would

give Benzeevi a brie�ng on Psy-Group’s offerings. Then Benzeevi would meet with Burstien, who would walk him through the

company’s proposed campaign to keep Kumar on the hospital board. Burstien and Mortman were a well-practiced tag team. “Royi

would give his ‘cloak and dagger’ spiel and then Scott would come on and give his ‘Boy Scout’ spiel, which is ‘What we’re doing is

completely legal,’ ” a former colleague said.

Benzeevi had already received a draft of Psy-Group’s battle plan, contained in an e-mail that was password-protected and marked

“���������� & ������������.” The proposal assured Benzeevi that Psy-Group’s activities would be “fully disconnected” from

him and his hospital-management company.

To close the deal, Burstien called in Ram Ben-Barak, one of his biggest hired guns. Lanky and charismatic, Ben-Barak looked like

someone from Mossad central casting. A former company employee said that Benzeevi “appeared to like the idea that someone

from Mossad would be on his side.” Before Benzeevi �ew back to California, he was given the number of a bank account where he

could wire Psy-Group the fee for the Tulare campaign—two hundred and thirty thousand dollars. On May 8th, just days after

Senovia’s Cinco de Mayo party, Benzeevi’s company sent the �rst of three payments, which was routed to a bank in Zurich. The

project was set in motion, and its code name was changed from Mockingjay to Katniss, a reference to Katniss Everdeen, the

protagonist in the “Hunger Games” novels.

hospital-board election in central California wasn’t exactly what Burstien had in mind when he set out to establish Psy-

Group in the U.S. election market. In early 2016, as the Presidential race was heating up, he and Zamel both tried to pitch

much bigger players. Being hired by one of the main campaigns initially seemed like a long shot for an obscure new company
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whose services sounded risky, if not illegal. Lawyers at �rms in New York and Washington expressed curiosity about Psy-Group,

but most were too cautious to sign contracts with the company.

The Trump campaign, however, presented an opportunity. Early in 2016, a Republican consultant with ties to the Israeli

government put Psy-Group in touch with Rick Gates, a senior Trump campaign official. Eager to secure a potentially lucrative

project, Burstien drew up plans for an intelligence and in�uence campaign to promote Trump and undermine his rivals, �rst in the

Republican primary and then in the general election. In the proposal, dubbed Project Rome, which was �rst reported on by the

Times, last October, Psy-Group used code names for the candidates: Trump was Lion, and Hillary Clinton was Forest. Psy-Group

also hired the Washington law �rm Covington & Burling to conduct a legal review of its work. Former Psy-Group officials said

that the resulting memo gave a green light to begin offering the company’s services in the U.S. (A spokesperson for Covington &

Burling said that the �rm could not discuss its advice to clients.)

Zamel often operated independently of Burstien, and it’s unclear how closely the two coördinated, but both saw the Trump

campaign as a potential client. Trump’s vocal support for Israel and his hard-line views on Iran appealed to Zamel, and he reached

out to Trump’s inner circle. In early May, 2016, Zamel sent an e-mail to Gingrich, saying that he could provide the Trump

campaign with powerful tools that would use social media to advance Trump’s chances. Zamel suggested a meeting in Washington

to discuss the matter further. Gingrich forwarded the e-mail to Jared Kushner and asked if the campaign would be interested.

Kushner checked with others on the campaign, including Brad Parscale, who ran Web operations. According to a person familiar

with the exchange, Parscale told Kushner that they didn’t need Zamel’s help. (A 2016 campaign official said, “We didn’t use their

services.”)

Also that spring, Zamel was introduced to George Nader, a Lebanese-American with ties to the Emirati leader Mohammed bin

Zayed and other powerful �gures in the Gulf. Born in 1959, Nader was almost twice Zamel’s age. Both men preferred to operate

behind the scenes, but were consummate networkers who touted their connections to high-level political �gures. Some viewed

Nader as an in�uence peddler; others said that he had been intimately involved in high-stakes negotiations in the Middle East for

decades. Martin Indyk, an adviser to Presidents Clinton and Obama on Middle Eastern affairs and now a distinguished fellow at

the Council on Foreign Relations, said, “We used to joke that George was in the pay of at least three intelligence services—the

Syrian, the Israeli, and the Iranian.”

In June, 2016, Nader was attending an international economic forum in St. Petersburg, Russia, when Zamel approached him and

requested a meeting. According to a representative for Nader, Zamel told Nader that he was trying to raise money for a social-

media campaign in support of Trump; he thought that Nader’s Gulf contacts might be interested in contributing �nancially. Nader

listened to Zamel’s pitch but didn’t make any commitments, according to the Nader representative. (Zamel’s representatives denied

that he spoke to Nader in St. Petersburg about trying to help Trump.)

Zamel had another opportunity to pitch his services in early August, 2016, when Erik Prince, the founder of the Blackwater

security �rm, helped arrange a meeting at Trump Tower among Zamel, Nader, and Donald Trump, Jr. (Prince, whose sister Betsy

DeVos became Trump’s Education Secretary, was a major Trump donor and had access to members of his team.) In the meeting,

Zamel told Trump, Jr., that he supported his father’s campaign, and talked about Psy-Group’s in�uence operations. (Zamel’s

lawyer, Marc Mukasey, played down the encounter, insisting that Zamel made no formal proposals during the meeting.)
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Burstien said that his talks with the Trump campaign went nowhere; a representative for Zamel denied that his client engaged in

any activity having to do with the election. But, according to the Nader representative, shortly after the election Zamel bragged to

Nader that he had conducted a secret campaign that had been in�uential in Trump’s victory. Zamel agreed to brief Nader on how

the operation had worked. During that conversation, Zamel showed Nader several analytical reports, including one that described

the role of avatars, bots, fake news, and unattributed Web sites in assisting Trump. Zamel told Nader, “Here’s the work that we did

to help get Trump elected,” according to the Nader representative. Nader paid Zamel more than two million dollars, but never

received copies of the reports, that person said.

A representative for Zamel denied that he told Nader that he or any of his operatives had intervened to help Trump during the

2016 election. If Nader came away with that impression, the representative said, he was mistaken. “Nader may have paid Zamel

not knowing when, how, or why the report was created, but he wanted to use it to gain access and new business,” the

representative said. “In fact, it used publicly available material to show how social media—in general—was used in connection with

the campaign.”

nformation warfare is as old as warfare itself. In “The Art of War,” Sun Tzu declared that “all warfare is based on deception.”

In modern times, both Soviet intelligence and its American counterpart used disinformation as a tool of persuasion and a

weapon to destabilize the other side. Long before the advent of social media, Moscow concocted fantastical rumors that the ����

virus had been manufactured by American government scientists as a biological weapon. The C.I.A. supported the publication of

underground books in the Soviet Union by such authors as Boris Pasternak and Aleksandr Solzhenitsyn, a ploy that the agency

knew would enrage the Kremlin leadership and deepen anti-Soviet sentiment among dissident circles inside the country.

In 1991, when the Soviet Union collapsed, the U.S. government convinced itself that it was now free of many of the challenges it

faced during the Cold War, and its interest in information warfare faded. The military’s special forces stepped into the

information-warfare void. “We knew we needed to operate in this space,” Austin Branch, who specialized in PsyOps, said. “It was

the information age. We didn’t have a road map.” Branch became one of the military’s �rst “information operations” officers, in the

early nineties. He and other specialists created experimental Web sites aimed at readers in Central Europe and North Africa. The

sites were designed to look like independent news sources; the U.S. military’s role was revealed only to readers who clicked deeper.

“We didn’t hide who it was from, but we didn’t make it easy to �nd,” a former military official who specialized in psychological

operations said.

U.S. leaders were generally skeptical about the effectiveness of these kinds of operations. They also worried that the open �ow of

information on the Internet would make it difficult, if not impossible, to insure that misinformation disseminated by the United

States wouldn’t inadvertently “blow back” and reach Americans, in violation of U.S. law. The result, according to retired Army

Colonel Mike Lwin, who served as the top military adviser to Pentagon leaders on information operations from 2014 to 2018, was

that a cautious approach to information warfare prevailed in Washington.

Russian military and intelligence agencies, on the other hand, didn’t see information warfare as a sideshow. They invested in cyber

weapons capable of paralyzing critical infrastructure, from utilities to banks, and re�ned the use of fake personae and fake news to

fuel political and ethnic discord abroad. “We underestimated how signi�cant it was,” Lwin said, of these online in�uence

operations. “We didn’t appreciate it—until it was in our face.”
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The 2016 election changed the calculus. In the U.S., investigators pieced together how Russian operatives had carried out a

scheme to promote their preferred candidate and to stoke divisions within U.S. society. Senior Israeli officials, like their American

counterparts, had been dubious about the effectiveness of in�uence campaigns. Russia’s operation in the U.S. convinced Tamir

Pardo, the former Mossad director, and others in Israel that they, too, had misjudged the threat. “It was the biggest Russian win

ever. Without shooting one bullet, American society was torn apart,” Pardo said. “This is a weapon. We should �nd a way to

control it, because it’s a ticking bomb. Otherwise, democracy is in trouble.”

Some of Pardo’s former colleagues took a more mercenary approach. Russia had shown the world that information warfare

worked, and they saw a business opportunity. In early 2017, as Trump took office, interest in Psy-Group’s services seemed to

increase. Law �rms, one former employee said, asked Psy-Group to “come back in and tell us again what you are doing, because

we see this ability to affect decisions that we weren’t fully aware of.” Another former Psy-Group employee put it more bluntly:

“The Trump campaign won this way. If the fucking President is doing it, why not us?”

To capitalize on this newfound interest, Burstien started making the rounds in Washington with a new PowerPoint presentation,

which some Psy-Group employees called the “If we had done it” slide deck, and which appeared similar to the one that Nader saw.

Titled “Donald Trump’s 2016 Presidential Campaign—Analysis,” the presentation outlined the role of Web sites, avatars, and bots

in in�uencing the outcome of the election. In one case highlighted in the slide deck, pro-Trump avatars joined a Facebook page

for Bernie Sanders supporters and then �ooded it with links to anti-Hillary Clinton articles from Web sites that posted fake news,

creating a hostile environment for real members of the group. “Bernie supporters had left our page in droves, depressed and

disgusted by the venom,” the group’s administrator was quoted as saying. As part of the presentation, Burstien pointed out that

Russian operatives had been caught meddling in the U.S.; Psy-Group, he told clients, was “more careful.”

Psy-Group’s post-election push into the U.S. market included a cocktail reception on March 1, 2017, at the Old Ebbitt Grill, near

the White House, “in celebration of our new D.C. office.” The next day, an article in Politico brie�y mentioned the gathering and

described Psy-Group as a multinational company with “offices in London, Hong Kong and Cyprus.” There was no mention of

Israel; Burstien thought it would be better for business to play down the Israel angle.

In fact, the reception was part of Psy-Group’s campaign to shape perceptions about itself. The image it projected was mostly

bluster; the company’s “new D.C. office” consisted of a desk at a WeWork on the eighth �oor of a building across the street from

the White House.

n June of 2017, strange things began happening in Tulare. A series of ominous Web sites appeared: Tularespeaks.com,

Tulareleaks.com, and Draintulareswamp.com. The sites directed visitors to articles that smeared Senovia Gutiérrez and her

allies in the hospital-board �ght.

Tony Maldonado, a reporter for the Valley Voice, the local newspaper, saw the sites and thought, What the fuck? He knew that

residents were �red up about the hospital-board election, but these shadowy tactics, he said, were “completely out of left �eld.”

“I guess you might see that in a big city or on a national level,” Maldonado said. “But to see it in a small town, about a hospital

board in Tulare, is just insane.” The domain names appeared to be playing off themes from the 2016 Presidential campaign.

Trump liked to use the phrase “drain the swamp” to rally his anti-Washington base. The address Tulareleaks.com was similar to

DCleaks.com, a site allegedly set up by Russian intelligence officers to publish hacked e-mails with the aim of in�uencing the

2016 race. Along with the Web sites, online personae, who claimed to be local residents but whom nobody in town recognized,
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began posting comments on social media. Some of the messages suggested that Senovia took bribes. Others pointed to her

Mexican background and her accent and questioned whether she was an American citizen.

Psy-Group also conducted “off-line” operations, as the company sometimes termed clandestine on-the-ground activities, according

to a former company employee. Early on the evening of June 9th, a woman with short blond hair knocked on Senovia’s front door,

and told Senovia’s adult son Richard, who answered, that she was a supporter of his mother’s campaign. The woman handed

Richard an envelope that read “To: Mrs. Sanovia,” misspelling her name. Richard noticed that a man was standing across the

street, next to a Yukon Denali S.U.V., taking photographs with a telephoto lens. Later that night, the S.U.V. returned to Senovia’s

street, and the man took more photographs.

Some of the photographs soon appeared on Draintulareswamp.com, under the title “Who Is Pulling Senovia’s Strings?” The

accompanying article said, “This post is addressed to one member of our community in particular. The public should be watching

Martha Senovia closely. This past week a very expensive black car was seen parked in front of the home of Mrs. Senovia in

addition to several other unidenti�ed cars.” The Web site used Senovia’s nickname, Martha. The photographs seemed designed to

make it appear as if Senovia had taken a bribe. (The envelope contained a thirty-dollar Tommy Hil�ger gift certi�cate.) Later, the

Valley Voice posted an article under the headline “Tulare Politics Get Fishy as Hospital Recall Nears.” Psy-Group, one of the

company’s former employees later said, was engaged not in “serious intelligence” but in “monkey business.”

Other articles on Draintulareswamp.com questioned whether Senovia was �t to manage �nances, and published records showing

that she had �led for bankruptcy in 2003. (The bankruptcy records were authentic.) “It was horrible—they put out stuff that we

couldn’t believe, and they were turning it out so fast,” Deanne Martin-Soares, one of the founders of Citizens for Hospital

Accountability, said. “We couldn’t trace anything. We didn’t know where it was coming from.” On Facebook, Alex Gutiérrez

responded to the smear tactics, writing, “The gall of their campaign to fabricate and move forward with such trash speaks volumes

of their desperation and fear!”

On June 15th, campaign �yers ridiculing Senovia for having “zero experience,” and directing residents who “want proof ” to visit

Tularespeaks.com, appeared on door handles around town. The small businessman who printed and distributed the �yers said that

he had been paid in cash by a stranger who used the name Francesco Manoletti, which appears to be a made-up persona. (In

another Psy-Group operation, a similar-sounding name—Francesco Gianelli—was used to hire contractors.)

Parmod Kumar had hired his own political consultant, a California campaign veteran named Michael McKinney, to �ght the

recall. When rumors started to spread that Kumar or Benzeevi was behind the attacks on Senovia, McKinney tried, unsuccessfully,

to discover who had created the Web sites. “Recall elections are about voter anger,” McKinney said. “To win a recall, you have to

keep the electorate angry enough to vote. To stop a recall, you have to diminish the voters’ anger.” The attacks, McKinney felt, had

the opposite of the intended effect: they motivated Senovia’s supporters to turn out on election day. When McKinney asked

Kumar about the Web sites, Kumar said that he didn’t know where they had come from. McKinney said that he also confronted

Benzeevi, urging him to tell whoever was orchestrating the campaign to “knock it off.” Benzeevi stopped returning McKinney’s

calls after that. “It didn’t really hurt Senovia,” McKinney said. “It made it look like she was being harassed. It hurt Kumar. It

back�red.”

On the eve of the election, Alex’s house burned down and he lost almost everything, including his �nal batch of campaign �yers.

He suspected that the blaze could have been election-related, but local �re-department officials said that they saw no evidence of
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B
foul play. A former Psy-Group official told me, “I never initiated any physical �re on any project whatsoever.”

urstien hoped that Psy-Group’s work in Tulare would help the company land other small campaigns, but that proved overly

optimistic. He told colleagues that he was close to �nalizing several deals, but the new clients fell through, and, in February,

2018, Burstien found that he couldn’t make payroll.

Psy-Group’s �nancial woes coincided with sudden scrutiny from the F.B.I. The Bureau had taken an interest in George Nader for

helping to organize a secretive meeting in the Seychelles ahead of Trump’s Inauguration, with the aim of creating an unofficial

channel with Vladimir Putin. In January, 2018, F.B.I. agents stopped Nader, an American citizen, at Dulles International Airport

and served him with a grand-jury subpoena. Nader agreed to coöperate, and told F.B.I. agents about his various dealings related to

the Trump campaign, including his discussions with Zamel. (Nader has been granted immunity in exchange for testifying

truthfully, according to one of his representatives. “Someone who has this kind of immunity has no incentive to lie,” the

representative said.)

The following month, F.B.I. agents served Zamel with a grand-jury subpoena. Agents also tracked down Burstien in the San

Francisco area, where he was on a business trip. Burstien returned to his hotel room and found a note under his door informing

him that the Bureau wanted him to come in for questioning. Burstien told friends that he was “in shock.” The F.B.I. also visited

Psy-Group’s so-called D.C. office, at the WeWork, and seized a laptop computer that had been hidden in a desk drawer, where it

had been running continuously.

The F.B.I. questioned some of Burstien’s employees about Psy-Group’s activities. In the interviews, agents acted as if “there’s no

smoke without �re,” a former company official said. “There was a lot of smoke,” the official acknowledged. “We had to show them,

it’s smoke, it’s smoke, it’s smoke, and not �re.” Psy-Group officials referred the F.B.I. to the letters they had received from law

�rms, attesting to the legality of their activities and telling the company that it didn’t need to register as a foreign agent. “The

F.B.I. seemed genuinely surprised that this shit wasn’t illegal,” a former Psy-Group employee said.

In an interview, Burstien said that he was comfortable with how Psy-Group had operated but believed that changes were needed

to protect average citizens. “I’m coming from the side of the in�uencer, who really understands how we can make use of online

platforms,” he said. “There needs to be more regulation, and it’s up to our legislators, in each and every country. What have U.S.

legislators done since they learned, more than two years ago, about the potential of these new capabilities? They have the power to

move the needle from A to B. Nothing substantial has been done, as far as I know.”

Ram Ben-Barak, who helped woo Benzeevi on behalf of Psy-Group, said that he decided to leave the company after he learned

about the extent of its operations in Tulare, which he objected to. Ben-Barak said that he regrets his decision to work with the

�rm. “When you leave the government and you leave Mossad, you don’t know how the real world works,” he said. “I made a

mistake.” Ben-Barak, who is now running for a seat in Israel’s parliament, said that he believes new regulations are needed to stem

the proliferation of avatars and misinformation. “This is the challenge of our time,” he said. “Everything is fake. It’s unbelievable.”

Gadi Aviran, the Terrogence founder, said that he “never dreamed” that the business of fake personae, which he helped establish,

would become so powerful. “In order to understand where we are, we have to understand where we started,” he said. “What

started as a noble cause ended up as fake news. What you have today is a �ooded market, with people that will, basically, do

anything.”
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n Tulare, the test of Psy-Group’s strategy came on the night of July 11, 2017. The hospital-board election resulted in a landslide—

but not for Psy-Group’s client. There were more than a thousand ballots cast, and only a hundred and ninety-�ve people voted

for Kumar to keep his seat. Senovia Gutiérrez won with seventy-�ve per cent of the vote. In the end, the Web sites attacking

Senovia attracted scant attention in the community. “It was like they organized a concert and nobody showed up,” a computer-

security expert said after reviewing trace data from the sites, which were taken down after the election.

After Senovia’s victory, Benzeevi’s contract was rescinded. Larry Blitz, a hospital-turnaround specialist, stepped in as the interim

C.E.O., and discovered that the hospital’s �nancial records were completely disorganized, with “entries that indicated arti�cial

means of balancing the books.” Eventually, Blitz said, his team realized that the accounts contained a “hole as big as the Grand

Canyon.” The hospital was more than thirty-six million dollars in debt, and had to close for nearly a year. (It reopened in October,

2018.) One morning, Blitz’s chief �nancial officer found police carting away computers and telephones. The local district attorney

has issued more than forty search warrants as part of a fraud investigation, one of the largest such investigations in Tulare County

history. Benzeevi and his legal team refused to respond to questions about Psy-Group. At �rst, Kumar said that he wasn’t aware of

the covert campaign and that he wanted to help with this story. Then he stopped returning calls.

According to a former company official, Zamel decided to shut down Psy-Group in February, 2018, just as Mueller’s team began

questioning employees. But its demise hasn’t suppressed the appetite for many of the services it provided. Some of Psy-Group’s

former employees have met with Black Cube to discuss job opportunities. Black Cube has been criticized for some of its recent

work, including for the producer Harvey Weinstein, but there’s no sign that the notoriety has hurt business; one person familiar

with the company’s operations bragged that there was booming interest from a variety of corporations. Recently, Efraim Halevy,

who served as the director of Mossad from 1998 to 2002, joined Black Cube’s advisory board. Uzi Arad, a Mossad veteran and a

former national-security adviser for Netanyahu, said that he was ashamed to see some of his former colleagues become

“mercenaries for hire,” adding, “It’s highly immoral, and they should know it.”

Last year, Black Cube moved to one of Tel Aviv’s most expensive neighborhoods, where it now occupies a sleek, full-�oor office in

the Bank Discount Tower. The entrance is unmarked, and painted black; doors are controlled by �ngerprint readers. One area of

the office is decorated with spy memorabilia, including an old encryption machine.

Some Psy-Group veterans expressed regret that the �rm had closed. “Had the company still been open, all this so-called negative

press would have brought us lots of clients,” one said. Despite embarrassing missteps, which have exposed some Psy-Group and

Black Cube operations to public scrutiny, a former senior Israeli intelligence official said that global demand for “private Mossads”

is growing, and that the market for in�uence operations is expanding into new commercial areas. In particular, the former official

cites the potentially huge market for using avatars to in�uence real-estate prices—by creating the illusion that bidders are offering

more money for a property, for example, or by spreading rumors about the presence of toxic chemicals to scare off competition.

“From a free-market point of view, it’s scary,” a former Psy-Group official said, adding that the list of possible applications for

avatars was “endless.” Another veteran of Israeli private intelligence warned, “We are looking at the tip of the iceberg in terms of

where this can go.” ♦

Published in the print edition of the February 18 & 25, 2019, issue, with the headline “Deception, Inc..”
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Adam Entous became a staff writer at The New Yorker in 2018. He was a member of a team at the Washington
Post that won the Pulitzer Prize for national reporting.

Ronan Farrow, a contributing writer to The New Yorker, is the author of “Catch and Kill” and “War on Peace.”
His reporting for The New Yorker won the 2018 Pulitzer Prize for public service.

More: Israelis Covert Operations 2016 Election Robert Mueller
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Deals

By Scott Deveau and Christopher Palmeri
September 8, 2017, 1:00 PM MDT

Catalyst-Backed Gateway Casinos Is Said to Explore
Sale or IPO

Gateway Casinos & Entertainment Ltd., one of Canada’s largest gambling companies, is working with bankers to
explore an initial public offering or sale, people familiar with the matter said.

Gateway, backed by private equity firm Catalyst Capital Group, has hired Canadian Imperial Bank of Commerce,
Morgan Stanley and Credit Suisse Group AG to advise on the potential share sale, said the people, who asked not to
be identified because the matter is private.  

Company is said to hire CIBC, Morgan Stanley, Credit Suisse

Casino operator may raise up to $329 million in an IPO
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MP blasts PM over $200M loan to 'failing' Casino
Rama operator

EDITOR'S NOTE: Subsequent to the publication of this article, lawyers for Gateway Casinos and Entertainment told

OrilliaMatters that MP Pierre Poilievre’s statement included a number of inaccuracies such as “the company was just

downgraded to junk status and its parent company lost 95 per cent of its value on the stock market before being delisted

altogether,” which is false.  Lawyers for Gateway advised further that Gateway is a private company and has not been listed

on a public exchange and has not lost 95% of its value on any stock market

A long-time Conservative MP says Gateway Casinos and Entertainment, which operates Casino Rama and many other

gambling facilities, “swindled a naive prime minister out of $200 million” of taxpayers’ money.

During an animated exchange with Prime Minister Justin Trudeau Wednesday in the House of Commons, Carleton MP

Pierre Poilievre says Gateway is a “failing casino firm” and he chided Trudeau for “throwing away our money in this jackpot

for casino insiders.”

Oct 8, 2020 1:45 PM By: Dave Dawson
Updated Oct 13, 2020 8:56 PM

MP Pierre Poilievre took the Liberal government to task in the House of Commons Wednesday for providing $200 million in taxpayers money to
Gateway Casinos and Entertainment, which operates Casino Rama and many other properties.

+Members win BIG! Win $2021 in cash!
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Poilievre is referring to the news that Gateway was provided a loan from the Canada Enterprise Emergency Funding

Corp. under its Large Employer Emergency Financing Facility (LEEFF). 

The agreement, announced in late September, provides Gateway with access to $200 million of liquidity. 

“These funds will provide us with capital to support restarting our operations and returning people back to work when it is

safe and viable to do so,” Gateway CEO Tony Santo said in an email to employees.

But Poilievre said the company is not deserving of the funding.

“The company was just downgraded to junk status and its parent company lost 95 per cent of its value on the stock market

before being delisted altogether,” Poilievre said Wednesday.

“In fact, financial experts in Toronto say the company vastly overvalues its assets. But there is someone who would invest

other people’s money in it - the casino just got the jackpot of $200 million from this government,” said the former cabinet

minister in Stephen Harper’s government.

“Would the financial genius over there who invested $200 million of our tax dollars in this failing casino firm please stand

up.”

Trudeau stood up and provided the following response.

“While the Conservatives play silly political games, we recognize the extraordinary situation Canadians are facing,” said

Trudeau, who noted Canadians are “worried” about “how they’re going to make it through this pandemic."

Robert Mitchell, director of communications and public affairs for Gateway, said the MP’s statement contained inaccuracies.

“Mr. Poilievre’s comments contained a number of factual errors which have since been corrected with his office,” Mitchell

told OrilliaMatters.

He also said the casino company’s LEEF application “had the support from MPs across the political spectrum … including

Simcoe North MP Bruce Stanton and 10 other Conservative MPs who wrote letters of support on behalf of Gateway and

our 8,000 employees across Canada.”

He also stressed the LEEFF funding will be repaid by Gateway.

+Members win BIG! Win $2021 in cash!
5451490

1513



12/31/2020 MP blasts PM over $200M loan to 'failing' Casino Rama operator - OrilliaMatters.com

https://www.orilliamatters.com/local-news/mp-blasts-pm-over-200m-loan-to-failing-casino-rama-operator-2777517 3/3

Comments (12)

“The LEEFF program is a loan that will be repaid,” said Mitchell. “We will use the funds to help re-open our businesses and

get people back to work as soon as it is safe and viable to do so.”

He noted Gateway is “excited to welcome back many employees this week as we re-open a number of facilities today and

Saturday, including our Innisfil site.”

Meanwhile, Casino Rama will remain closed. Its doors have been locked since OLG ordered all casinos to close on March 16.

Officials say Casino Rama is too large to open in light of provincial restrictions that limit the number of patrons to 50 and

prohibit table games.

Tshweu Moleme of Orillia, a Unifor rep at Casino Rama, said he “can understand some of the concerns raised by the

Opposition, especially given the size of the ($200-million) LEEFF loan.”

Poilievre “is doing what he’s in Parliament for - to hold both the government and the borrower accountable,” said Moleme

“He can help the government in making sure that the money (is) used as intended - to help revive a business and to keep

jobs,” he said.

Moleme applauded the Liberals’ support.

“The government has done its part, ensuring that Gateway employees can still have jobs to return to. It's now Gateway's

turn to keep their word … This is about saving jobs and helping Canadian families,” he said.

Now is not “the time for partisan jabs. Canadians would like to see MPs work together, making sure that we get through

this pandemic and come back strong. The entire parliament should be on the side of workers.”

He urges Gateway to use this “much needed financial oxygen” to reopen Casino Rama.

“With such a significant loan, a world-class facility like Casino Rama should be coming back strong,” Moleme said. “I believe

that's what parliamentarians, workers, and communities would also like to see happen.”

About the Author: Dave Dawson

Dave Dawson is community editor of OrilliaMatters.com
Read more

Do you agree with the government's decision to loan Gateway $200 million?
 Yes

 No

 Vote Results >
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SHARE

Update July 13, 2018: This story has been updated after a response from Gateway Casinos

A pile of $20 bills – some $600,000 -- that was stacked higher than the casino cashier.

Home

Warnings ignored: Investigator fired after raising concerns
about casino money laundering

CTV Vancouver

Jon Woodward Reporter, CTV News Vancouver
¿ @CTV_Jon  Contact

Published Tuesday, July 10, 2018 7:35PM PDT
Last Updated Friday, July 13, 2018 10:30AM PDT
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It’s the surreal scene that stays with Joe Schalk from his time as the senior director of

investigations at B.C.’s gambling regulator, GPEB.

“She disappeared

behind these bills to

the point where all you

could see was her

eyes and forehead. It

was a huge mountain

of cash,” Schalk

recalled.

And reports of suspicious cash transactions were mounting too – over seven years ballooning

more than 20 times, when Schalk’s team was estimating it would crest over $200 million in a single

year.

Schalk and his team were tasked with tracking this likely dirty money. They believed it was an

international scheme. The gamblers, they believed, could be dupes, but the source of the money

was likely criminal operations with reach around the globe.

“The gambler receives the cash money from loan sharks, who receive the money from what I

believe is criminal sources. The gambler loses the cash money gambling at the casino and

ultimately repays his debt in the foreign jurisdiction,” wrote Schalk’s colleague in 2013.

That assessment was “precisely correct,” according to the recent report by Dr. Peter German,

which examined money laundering in B.C. casinos, exploring its links to the drug trade, criminal

gangs and even Lower Mainland real estate.

But at the time, Schalk said no one seemed to be listening, even as the reports of suspicious

money piled up.

“Exponentially it kept growing. Huge numbers. It became more frustrating because less and less

people were listening. And nobody was doing anything about it,” he said.

In December 2014, he and his colleague were brought into an office, dismissed without cause, and

walked out of the building. Schalk says it’s clear a message was being sent.

“I think the noise that was being made needed to be quieted,” he said.

The German report also concluded that the firings were disruptive to GPEB’s attempts to stop

money laundering.

“Both had been with GPEB for over a decade, after long and distinguished policing careers.

Three other employees, including the person leading the money laundering strategy, were

assigned to other departments,” German wrote.

Related Stories

B.C. casinos the site of 'large-scale money laundering,' report finds•
Phase 2 of B.C. money laundering crackdown to focus on real estate•
B.C. casinos must declare cash deposits in new rules over money laundering•
How sleepy Vancouver became a money laundering hot spot•
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“Although the stated aims of the organizational review and the subsequent reorganization of

GPEB were unrelated to the anti-money laundering strategy, the effect was clear,” German wrote.

Schalk wasn’t the only one who worried that their dismissal was related to the fact they wouldn’t

keep quiet about suspicious goings-on at B.C. casinos.

Michaela Wyatt, who says she worked security for two months at Burnaby’s Grand Villa Casino

around 2009, said she saw what she believed were eight different money laundering incidents on

the casino floor.

“I watched hundreds of thousands of dollars go from a woman’s purse to gamblers. They would

come back with these little tickets,” she said, referring to receipts that a slot machine will give a

gambler for a payout.

The receipt is significant because the gambler can put cash into a machine, play for a short time,

and get a receipt that can be converted into a cheque from the casino. It could have been an

example of legitimizing criminal cash, she said.

“I reported money laundering going on, they’re going, ‘Oh it’s nothing, don’t worry about it,” Wyatt

told CTV News.

“Anybody carrying that kind of money is not there to do honest business,” she said. “There was

nothing ‘unwitting’ about it. If I could see it and I’m not the sharpest tack in the drawer, then anyone

could see it.”

She said that she wrote reports about what she saw and told management. But after the two

month probationary period, she was let go.

Gateway Casinos, which owns the Grand Villa Casino, told CTV News that its parent company,

Catalyst Capital Group, did not own the Gateway casino operation during the time referred to by

Wyatt.

On July 12, the Vice-President, Legal Affairs of Gateway Casinos, Michael Snider wrote to CTV

News to say their records show Wyatt worked between July 22, 2007 and August 21, 2007, working

not at the Grand Villa Casino, but at the Burnaby Casino.

Gateway Casinos maintains that Ms. Wyatt’s statement was false and seriously misleading. “We

have no record of any written reports from Ms. Wyatt during her one month of employment at the

Burnaby Casino. Ms. Wyatt did not file any written reports in the electronic reporting system; we

would expect to see these reports in the system if these activities were in fact viewed and reported

on as she alleges,” Snider wrote.

“Further, the clear intended message to the consumer of this piece is that Ms. Wyatt was a

“whistleblower” whose employment was terminated as retaliation for her reporting on illegal
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activity. While we are unaware of the reason for Ms. Wyatt’s termination, this is a serious allegation

for which we believe there to be no factual basis,’ he wrote.

Reached after Snider’s letter was received, Wyatt agreed that much time had passed since her

employment and that the dates provided by Gateway could be correct. However she stood by her

recollection of the events she witnessed.

The Burnaby Casino was run by Gateway Casinos and Entertainment before it was closed in

2008. The company relocated the casino into a renovated hotel across the street, which is now

called the Grand Villa Casino.

Representatives from the casino industry have told CTV News they accept the recommendations

from the German report.

In the aforementioned letter, Snider indicated that “Gateway has and will continue to support,

encourage and promote the work that has been done and that remains to be done to ensure that

any illegal activity at casinos in British Columbia is prevented and deterred,” he wrote.

The German report also describes an effort by the then-gaming minister, Rich Coleman, to crack

down on an RCMP officer who spoke out against the huge amounts of cash in 2011.

“The Minister responsible for gaming objected to Insp. Baxter’s comments and told the media

that… the position expressed by Baxter was wrong,” the report says.

For a number of years, it was the last time any RCMP officer would comment publicly on the issue

of casinos, the report says.

Rich Coleman’s staff said he was unavailable for comment, but in interviews with other media, he

has insisted he did everything he could to crack down on casino money laundering.

B.C. Attorney General David Eby says he has already accepted some of German’s

recommendations, including capping the amount of cash accepted by casinos.

But Eby said that if anyone else has concerns, the government is listening.

“People who feel they have more information to share, more concerns that they have of the failure

of the regulation, we’re making sure that they have the venues available,” he said.

Eby said he wasn’t planning on a public inquiry but hasn’t ruled it out. And he said that the

government is drafting legislation to bring to life another of German’s recommendations: a

standalone casino regulator, with its own police force.

“The steps that we have taken so far are ensuring that we have policies and laws in place to close

the door on money coming into casinos,” Eby said.
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Special Report: Private equity star's picks shine, until
cash-out time

By Lawrence Delevingne, John Tilak 2 1  M I N  R E A D

NEW YORK/TORONTO (Reuters) - Canadian financier Newton Glassman has long told his

private equity firm’s clients that his big bet on casinos would yield a financial jackpot.
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Others haven’t been so sure.

At the end of 2011, a year after Glassman’s Catalyst Capital Group Inc took control of

Gateway Casinos & Entertainment Ltd, Catalyst told investors in a report seen by Reuters

that it already had more than doubled their money and that its majority stake was worth

US$475 million — for an implied equity value of the gaming company as a whole of US$699

million.

But Catalyst was forced to abandon a planned initial public offering of Gateway in 2012 after

investors balked at the firm’s valuation, according to two people familiar with the effort.

In the ensuing years, Catalyst’s implied valuation of Gateway continued to climb, to more

than US$1 billion as of Sept. 30, 2017, according to investor communications, all while

Glassman repeatedly told clients to expect a sale that never happened.

Now, under increasing pressure to liquidate a past-due private equity fund, Glassman is again

attempting a Gateway IPO at a valuation of as high as US$1.95 billion, according to a Feb. 28

Bloomberg report.

Under Catalyst’s direction, British Columbia-based Gateway has expanded its operations and

just restructured its debt. Even so, Catalyst’s assessment of the impact of those moves on the

company are more optimistic than those of ratings agencies Moody’s and Standard & Poor’s,

both of which still rate Gateway debt as “junk.”

Michael Lewitt, chief investment officer at hedge fund firm Third Friday Management in Boca

Raton, Florida, reviewed Catalyst’s valuation of Gateway and called it “extremely aggressive.”

High valuations and delayed sales apply to more than just Gateway, Reuters has found, with

potentially worrying implications for Catalyst’s four currently active funds and their big-

money investors.

Catalyst follows a “loan-to-own” strategy, acquiring the discounted debt of troubled

companies, mostly in Canada and the United States, taking over the business in the case of a

A sign shows the entrance to the offices of the Catalyst Capital Group Inc. in Toronto, Ontario, Canada July 6,
2017. Picture taken July 6, 2017. REUTERS/Chris Helgren
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default or by other means, and then selling at a profit after improving operations.

Early success using that strategy with Catalyst’s first fund established Glassman’s reputation

as a savvy investor. It also has helped Catalyst attract enough investors to make it Canada’s

third-largest private equity firm, with about C$6 billion (US$4.6 billion) in assets under

management, according to data tracker Preqin.

Since Catalyst launched its second fund in 2006, however, the firm’s record of double-digit

annual returns has been based largely on its own assessments of improvements to its stable

of distressed companies. When put to the test, at least four of Catalyst’s major assets have

been unable to find buyers at the firm’s valuations, based on a Reuters review of Catalyst’s

portfolio, multiple communications from Catalyst to its clients and regulatory filings, as well

as interviews with people familiar with Catalyst’s operations, academics and financial

analysts.

Those major assets, plus expected payouts from pending litigation, made up US$3.3 billion –

or more than two-thirds – of the overall US$4.7 billion of unrealized value across all Catalyst

funds at the end of 2016, according to an April 5, 2017, report for clients. The assets include

Gateway and Callidus Capital Corp CBL.TO, Catalyst’s publicly listed subsidiary that

specializes in high-interest loans to distressed companies and that is itself a major holding of

Catalyst funds.

Failure to cash out can put additional pressure on Catalyst as funds approach the end of their

lifespan, typically eight or 10 years, by which time all money – principal and profits – is

expected to be returned to investors. Catalyst Fund Limited Partnership II, for example, was

supposed to mature in April 2014 after starting to invest in 2006. But Catalyst has extended

the deadline at least three times.

The contrast between the picture Catalyst paints of its fund assets in communications with

clients and how those assets perform when a sale is attempted shows that investors may not

be able to count on the returns they expect. For now, though, any harm to Catalyst’s big

investors is potential, rather than actual. Glassman could still repeat his early success with

his current funds by managing to sell a handful of major assets at big gains.

Glassman did not respond to repeated requests for comment.FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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Catalyst and Callidus did not respond directly to requests for comment. In a letter to

Reuters, David Moore, a lawyer for the two companies, disputed that Catalyst overvalues

assets or has had trouble selling them. Reuters’ reporting, he said, is “based upon false and

unreliable allegations.”

In keeping with the industry norm, Moore said, Catalyst’s proposed valuations were reviewed

by outside accountants PricewaterhouseCoopers LLP. They were then separately reviewed by

KPMG LLP, Catalyst’s independent auditor, which had issued unqualified audit opinions on

Catalyst every year, Moore noted.

KPMG and PricewaterhouseCoopers declined to comment.

Moore stressed that Catalyst management’s pay is derived from proceeds from asset sales

and that “valuations do not in any way affect Catalyst’s compensation.” He also pointed out

that Catalyst had sold 23 assets in its history, 13 of them “in accord with applicable

valuations.”

He did not provide specifics on those sales. However, of the 17 completed sales showcased

on Catalyst’s website, most were “substantially realized” in 2010 or earlier, often for US$50

million or less, according to a Reuters review of information Catalyst sent to clients. Nine of

the sales were for the firm’s small first fund, which was largely wound down several years ago.

Catalyst investors – generally locked in for the duration of a fund’s lifespan – include

endowments for the University of Michigan, McGill University and the University of Toronto,

public-employee pension funds in Montana and New Jersey, and major philanthropies such

as the Rockefeller Foundation. They did not respond to requests for comment or declined to

comment on the record, citing confidentiality agreements.

Some said on condition of anonymity that they feared getting on the wrong side of Glassman,

who has launched dozens of lawsuits in his career, most with Catalyst or Callidus as plaintiff.

While in college, he successfully sued his father to force child support payments, according to

Ontario court records.

Gateway and some other major Catalyst fund holdings examined for this article are among

the assets alleged to have been overvalued in two whistleblower complaints submitted in the

FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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past 18 months to the Ontario Securities Commission (OSC), according to documents seen

by Reuters and people familiar with the submissions.

CARS AND PHARMACEUTICALS

Private equity holdings can be difficult to value because they often lack ready markets to test

their worth. Even when reviewed by third parties, a fund manager’s valuations are

nonetheless open to interpretation.

Private equity experts said that, in general, a pattern of delayed sales can indicate valuations

that are too high. Lewitt, the hedge fund manager, said of Gateway and other assets examined

in this article: “I wouldn’t invest a penny with any manager that employs these types of

valuations.”

Advantage Rent A Car is a case in point.

Catalyst started investing in the Orlando, Florida, company with a US$22.2 million bet in

2013, and its total investment stood at US$310.5 million as of Sept. 30, 2017, according to

client reports.

As Catalyst’s exposure to Advantage through Funds III and IV has risen, so has its valuation

of the company – even as larger rental car businesses have come under pressure from

increased competition and the rise of ride-sharing outfits like Uber.

Catalyst has long promised dramatic improvements at Advantage that would lead to a

successful sale. In a 2014 letter to investors, it projected that within two or three years,

earnings would top US$100 million. But for 2015, Advantage had a loss of US$31 million,

according to an April 2017 presentation to Catalyst clients. A more recent investor letter put

projected 2018 earnings at about US$20 million.

Advantage has less than 1 percent of the U.S. market and was expected to generate revenue of

US$327.7 million in 2017, according to market research firm IBISWorld. That puts Catalyst’s

valuation of US$542.9 million as of Sept. 30, contained in a recent letter to investors, at a

whopping 1.7 times revenue. Hertz Global Holdings Inc and Avis Budget Group Inc, the twoFAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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biggest publicly traded car-rental operators in the United States, trade at less than half their

2017 revenue of US$8.8 billion each.

Advantage did not respond to requests for comment.

Another major Catalyst asset is Therapure Biopharma Inc. Glassman’s firm started investing

in the Mississauga, Ontario, biotechnology company in 2006, and the commitment totaled

US$82 million by the end of 2011. That year, Catalyst valued Therapure at US$202 million.

In early 2016, it tried to take Therapure public at a valuation of C$867 million, according to a

Reuters analysis of the offering documents. The same documents show that Therapure had

operating losses in 2012, 2013 and 2014.

The effort failed in part because Catalyst’s

valuation was too high for most investors and

in part because of difficult market conditions,

according to two people with direct knowledge

of the IPO process.

In September 2017, Catalyst announced it had

agreed to sell Therapure’s contract

manufacturing business for US$290 million,

which would result in a proportional payout for

Fund II investors.

That sale price – the deal has yet to close – is less than half the US$662 million at which

Catalyst valued Therapure at year-end 2016, according to a Catalyst document provided to

clients in April 2017. Therapure’s remaining business – plasma-based drug development and

protein therapeutics products – probably isn’t worth more than US$100 million, according to

two sources with direct knowledge of the company. The unsold business is not generating

profits, one of the sources said.

Therapure did not respond to requests for comment.

Since Gateway Casinos’ IPO flopped in 2012, Catalyst has continually raised the valuation of

its controlling stake — to levels that yield an imputed value for the gaming company as a
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whole of as much as US$1.95 billion, according to the Feb. 28 Bloomberg article. That article,

attributed to anonymous sources, appeared as Reuters was seeking comment from Catalyst

on the firm’s valuations of Gateway and other assets. Reuters could not independently verify

that an IPO was imminent or determine the calculus underlying the US$1.95 billion

valuation.

Gateway operates about two dozen casinos, concentrated in western Canada and, more

recently, Ontario, the country’s most populous province. It plans to invest more than C$300

million by 2020 to improve existing properties and build new ones, according to a February

2018 Gateway investor presentation.

In mid-March, Gateway completed a sale-leaseback of some properties, yielding net proceeds

to Catalyst of C$483 million. Catalyst said the transaction and a parallel debt refinancing

would reduce Gateway’s debt from C$953 million to C$702 million – or 4.5 times earnings,

according to a recent investor presentation. That’s in line with the typical debt-to-earnings

ratio of between 4 and 5 for middle-market companies, based on Thomson Reuters LPC

institutional loan data.

However, it’s more optimistic than Moody’s assessment. The ratings agency estimated in

early March that under the new financial plan, Gateway’s debt-to-earnings ratio wouldn’t

drop below 5 for 12 to 18 months. And Standard & Poor’s said the number would climb to as

high as 7.5 through 2018. Both ratings agencies still judge Gateway bonds to be non-

investment grade “junk.”

By comparison, rival Great Canadian Gaming Corp had a debt-to-earnings ratio of 2 as of

Dec. 31, according to a financial filing.

Moody’s also projects lower profits than Catalyst for Gateway. It did not elaborate on the full

assumptions behind its numbers. A spokeswoman said the ratings agency’s calculations

“reflect our conservative view of the earnings potential of the company’s assets.”

Standard & Poor’s and Gateway did not respond to requests for comment.

Moore, the Catalyst lawyer, said in a letter to Reuters that the firm’s work to improve

Gateway had been “highly successful.”FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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EARLY SUCCESS

Now in his mid-50s, Glassman established Catalyst in 2002, after sharpening his skills at

Cerberus Capital Management LP, the New York-based distressed-investment powerhouse.

Catalyst’s first fund started investing in 2003. Within several years, it had scored big wins

through private sales of its positions in companies like Cable Satisfaction International Inc;

AT&T Canada Inc, later known as Allstream; and Royal Group Technologies Ltd.

The US$185 million fund, tiny by private equity standards, ended up producing an average

annual return of 32 percent over its lifespan, according to client reports. That’s far better

than a benchmark return of about 17 percent for funds of the same 2003 vintage tracked by

investment consultants Cambridge Associates.

Catalyst’s early triumph helped drive billions of dollars to the firm over four additional funds

raised between 2006 and 2015. Glassman has yet to successfully wind up any of those newer

funds and return all money to investors, though the most recent one, Fund V, has returned

hundreds of millions of dollars since 2015.

It is not unusual for private equity firms to hold investments until near the end of a fund’s

lifespan. However, data from Cambridge and Preqin show that three of Catalyst’s four active

funds lag behind similarly aged funds in paying proceeds from asset sales to investors.

With Fund II already past due, Funds III and IV are to mature in December 2019 and June

2022, respectively. Most of the value of these funds – about US$1.42 billion for Fund III and

US$1.36 billion for Fund IV – is unrealized, according to an April 2017 client report. That’s

more than 60 percent of the total value of each.

Some of that unrealized value would come from payouts from litigation whose outcome

remains uncertain.

Catalyst filed two lawsuits against longtime rival and frequent adversary West Face Capital

Inc and others after it lost a bidding process to buy Canadian wireless carrier Wind Mobile

from VimpelCom Ltd in 2014. Catalyst claimed that it had an exclusive agreement withFAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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VimpelCom to buy Wind Mobile and that West Face and others engaged in improper conduct

to win the deal and ultimately sell at a big profit.

Judge Frank Newbould, originally hearing both cases in Ontario Superior Court, dismissed

one of them, concluding that West Face and others, contrary to Catalyst’s allegations, had

not used confidential information from a former Catalyst employee to make its winning bid.

In his August 2016 ruling, Newbould wrote that he had “difficulty accepting as reliable much

of the evidence” submitted by Glassman. He described the financier as “aggressive,”

“argumentative” and more of a “salesman than an objective witness.”

Catalyst appealed Newbould’s dismissal. That appeal was dismissed Feb. 21.

The second Wind-related lawsuit, seeking C$1.3 billion in damages, was on hold, pending the

outcome of Catalyst’s appeal of Newbould’s dismissal of the other case. In a report to clients,

Catalyst told investors that its remaining Wind-related claim was worth US$446.9 million at

the end of 2016 and that the firm has “a reasonable likelihood of success at trial.”

Newbould, who has retired from the bench and now works as an arbitrator, was targeted by

an undercover agent last autumn in a sting orchestrated by Israeli investigative firm Black

Cube on behalf of Catalyst, according to West Face court submissions in separate litigation.

The sting, West Face alleges, was designed to discredit Newbould and his dismissal of one of

the Wind-related lawsuits.

Newbould declined to comment.

Black Cube gained attention last year for its work on behalf of Harvey Weinstein to

undermine women and journalists in their efforts to go public with allegations of sexual

harassment and assault against the Hollywood mogul.

A spokesman for Black Cube declined to comment on questions related to Catalyst and

Callidus. He said Black Cube always operates ethically and legally.

In an April 2017 presentation to investors, Catalyst told clients of Fund III that without the

expected litigation payouts, net annual returns as of end-2016 would fall to 8.9 percent from

11.7 percent.FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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Ludovic Phalippou, a private equity expert at the University of Oxford in England, said

Catalyst’s expected return on the Wind litigation was “extraordinarily” high, given that one

of the cases was dismissed and that money that would have been used to buy the Wind assets

were presumably deployed elsewhere.

RELATED PARTIES

One company Catalyst succeeded in selling on the stock market is Callidus, a distressed-

lending business Glassman invested in, took over, and made a core holding.

Glassman’s team took Callidus public in April 2014, raising C$252 million while still keeping

big positions in the company for its four current funds.

Catalyst funds provide guarantees for some of Callidus’s risky loans to distressed businesses.

But those guarantees mean that investors in Catalyst funds can end up saddled with Callidus

investments gone bad, such as Xchange Technology Group, an information-technology

company that went bankrupt.

The relationship between Catalyst and Callidus doesn’t end there.

In May 2017, Callidus said in its first-quarter earnings report that a recent acquisition,

struggling Canadian slot-machine maker Bluberi Gaming Technologies Inc, was worth about

C$110 million. In footnotes, it said that figure was based largely on an agreement for Bluberi

to supply 7,000 slot machines to a “commonly controlled enterprise.”

Callidus did not identify that enterprise. But it appears to be Gateway Casinos, which fits the

description in a recent Callidus earnings report of a “large diversified gaming company in

Canada that is controlled in common with ... Catalyst.” Catalyst did not respond to requests

for comment.

Such an order is large for Bluberi, a small company that recently emerged from bankruptcy.

Bluberi has about 1,000 machines in use today, according to a third-quarter 2017 ranking by

industry consultants Eilers & Krejcik Gaming LLC. The top three companies have nearly

40,000 each. Gateway operates 9,500 slot machines, according to its website.
FAREWELL, 2020 From Wuhan to New York City, follow New Year's Eve celebrations ar…
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Stephen Casey, a lawyer and accountant in New York with private equity experience,

reviewed Callidus’s Bluberi holding for Reuters and called it “a very aggressive valuation

based on a related-party order and some pretty speculative assumptions.”

The risks, Casey said, include whether Bluberi’s casino clients can get the required regulatory

approvals for expansion, and whether Bluberi is able to produce all the machines required.

Callidus acknowledged both of those risks in earnings reports last year.

Bluberi did not respond to requests for comment.

Callidus’s Bluberi valuation, now at C$113 million, is based on a potential sale using an

accounting method the company calls “yield enhancement,” which is not recognized under

International Financial Reporting Standards (IFRS).

In a May shareholder report, Callidus said it would give greater prominence to calculations

based on IFRS in its public disclosures in response to an Ontario Securities Commission

review of its financial reporting. The OSC declined to comment.

Catalyst has said it would like to find a buyer to take Callidus private again, suggesting in a

press release last year a price of C$18 to C$22 a share. The stock now trades around C$7,

down more than 60 percent over the past 12 months.

Callidus said in October 2016 that it had hired Goldman, Sachs & Co to handle a sale process

that would be completed by June 2017.

Goldman declined to comment.

No buyer has yet emerged.

(For graphic on Catalyst and its peers, click tmsnrt.rs/2BEFznj)

Edited by Carmel Crimmins and John Blanton
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12/31/2020 Sonar Entertainment Faces Cash-Flow Crisis, Exec Exodus (EXCLUSIVE) - Variety

https://variety.com/2019/tv/news/sonar-entertainment-faces-questions-amid-slowdown-in-writer-agency-payments-1203333028/ 1/12

___

HOME > T V > NEWS Sep 13, 2019 2:44pm PT

Sonar Entertainment Faces Questions Amid Slowdown in Writer,
Agency Payments
B y  J o e  O t t e r s o n

Courtesy of Audience Network

For months, industry insiders have been growing increasingly concerned about what appeared to be a cash-�ow issue
at independent studio Sonar Entertainment.

Multiple sources report that Sonar has been late on payments for writers on scripts and to talent agencies for
packaging fees. The slowdown in the payment schedule has raised questions about Sonar’s ability to continue funding
shows. The company has also seen a number of executive departures in recent months. A new CEO was appointed in
August.

Login 
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12/31/2020 Sonar Entertainment Faces Cash-Flow Crisis, Exec Exodus (EXCLUSIVE) - Variety

https://variety.com/2019/tv/news/sonar-entertainment-faces-questions-amid-slowdown-in-writer-agency-payments-1203333028/ 2/12

According to a source familiar with the situation, Sonar has been juggling payments to writers and agencies after its
parent company, Canadian private equity �rm Catalyst Capital Group tightened the purse strings in advance of the
management shakeup implemented last month. With 10 shows in production, sources said Sonar took the step of
delaying some writer and packaging fee payments in order to manage its cash-�ow needs. 

ADVERTISEMENT

But slowing down the payment schedule to writers and talent agencies — two of Hollywood’s most talkative
constituencies —  is virtually guaranteed to spark rumors in the creative community about a company’s solvency, as
Sonar has faced. Industry sources observed that Sonar likely got overextended with production commitments at a
time when there is no shortage of demand for TV content.

David Ellender, who was promoted to Sonar CEO in August, would not comment on speci�c �nancial matters but
denied that there were larger issues threatening Sonar’s ability to move forward on new projects. 

“We are very comfortable with our �nancial position,” Ellender told Variety. “We’re able to �nance productions and
we’re well-capitalized not just through Catalyst but also through our other �nancial facilities that we’ve set up…We’re
looking forward to producing or executive producing projects going forward.”

When pressed about complaints that script payments have been late, Ellender reiterated that Sonar is “well-
capitalized” and added: “We will make our payments.”

A source close to the situation said the industry rumors sparked by the late writer payments were an embarrassment
to the company. Sonar has �nancing to draw on over the long term but the capital crunch came as Sonar leaders were
in the midst of a “strategic realignment” conversation with Catalyst. It’s also understood that Sonar has been shopping
itself to larger production entities for a sale.

Sonar is the production out�t behind “Mr. Mercedes,” the Audience Network drama series that bowed its third season
on Tuesday. The show is expected to get a fourth season renewal from Audience. Ellender said the company is sorting
out creative issues on the show — adapted by David E. Kelley from the Stephen King novel series — but that �nancing
for a potential fourth season was not an issue. Sources said payments have been timely to creatives working on “Mr.
Mercedes” given the importance of the show to Sonar and the stature of Kelley and others. 

ADVERTISEMENT

Jordan Peele’s Monkeypaw Prods. set a �rst-look deal with Sonar in February 2017 but by June 2018 had moved to
Amazon Studios. Monkeypaw is producer of “The Hunt” and “Lorena.” “The Hunt” is a scripted drama that follows a
group of Nazi hunters in 1970s New York that counts Al Pacino among its cast. The series is currently in production
and no premiere date has been publicly announced. “Lorena,” which bowed in February, is a four-part docuseries that
took a deep dive into the case of Lorena Bobbitt, who made international headlines when she cut off her husband’s
penis while he slept in 1993.

A source at another production banner that had a �rst-look deal with Sonar said that one reason they left is the fact
that the company seemed to be dealing with signi�cant �nancial constraints. The source noted that it was no secret
that Sonar has been “desperately” looking for a buyer.
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Ellender emphasized that some activities at Sonar have been in �ux because of the management transition. He’s been
with Sonar since 2016 and was formerly president of global distribution and co-productions. Ellender succeeded Tom
Lesinski, the former Paramount and Legendary Pictures alum who headed Sonar for a little more than three years.

BBC alum Matt Loze joined Sonar in July as head of development. Jenna Santoianni, Sonar’s executive vice president
of television series, left in March to become head of development at Paramount Television. Cory Lanier, Sonar’s vice
president of television series and digital, has left the company for an executive role at the Russian production
company Sreda. Ellender con�rmed Lanier’s exit, saying “In these times of change, Cory left the company. He’s been
great to Sonar but we wish him every success as he grows and moves on.”

Other shows produced by Sonar to date are AMC’s adaptation of the novel “The Son,” and the MTV/Spike series “The
Shannara Chronicles” among others. “Taboo” debuted to solid reviews in 2017 and was subsequently renewed, but
there has been no word since about when the next season will air. “The Son” aired two poorly-reviewed seasons on
Saturday nights on AMC, while “Shannara” aired one season on MTV before being shuttled to Spike TV (now
Paramount Network) for season two before being canceled.

Sonar was also set to produce a series adaptation of the “Mysterious Benedict Society” YA books by Trenton Lee
Stewart for Hulu. Staf�ng for the show’s writers’ room began in March and continued into May, but sources say that
they received word in August that Sonar was no longer going to spearhead production, with Disney’s 20th Century Fox
TV currently in negotiations to serve as the studio on the show. Sonar will remain an executive producer on the series.

Sonar was launched in 2012 on the back of Robert Halmi’s RHI Entertainment, after RHI went through a bankruptcy
proceeding and his son Robert Halmi Jr. was pushed out as CEO. Sonar was bankrolled in part by TPG, the parent
company of CAA, with help from the CAA-af�liated Evolution Media Capital. But TPG, CAA and Evolution are no longer
closely involved with the company.

Sonar was designed to generate a healthy cash �ow to support production �nancing from the Halmi library of about
3,000 hours of programming. Robert Halmi Sr. was known for his splashy globe-trotting miniseries and TV movie
productions, done on a budget but with a particular Halmi gloss.

Ellender disputed speculation that the Halmi library content has failed to generate as much revenue as Sonar initially
projected. He said investors have been happy with the returns they have seen from the library and that it sells well
both in the U.S. market on cable and streaming platforms, as well as internationally.

“We think that is going to continue, particularly with the growth of AVOD here,” he said. “We’re seeing an uptick in
terms of where the library sits.”

—Cynthia Littleton contributed to this report.

Want to read more articles like this one? S U B S C R I B E  T O D AY

Sponsored Stories
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False “Yield Enhancements” And Undue Capital Calls 
 
The whistleblower submits a supplemental whistleblower report to provide further information 
that has come to light. 
 
As referenced in prior submissions the whistleblower believes that Catalyst Limited Partners 
(LPs) were deceived at a minimum and likely defrauded by Newton Glassman and his affiliated 
entities. The SEC is reminded that the LPs are mostly pension funds in the United States.  
 
As can be seen from Exhibit 1 there was extensive bribery and corruption occurring between 
officials at PVDSA and some of their contractors based in the United States and elsewhere. 1 
This included awarding drilling contracts and involvement in the now well-exposed oil 
corruption scheme. The whistleblower is of the view that the size of the contract and the lack of 
experience of Horizontal Well Drillers combined with the oil “scheme” is indicative that 
Callidus and Horizontal Well Drillers should be investigated further. 
 
From the Twitter feed at the time  there was chatter that the Venezuelan National Assembly had 
not approved the contract with Horizontal Well Drillers which was a requirement to give effect 
to the agreement. This was in July 2017. 2 The whistleblower is unaware whether the National 
Assembly in fact did or did not approve the contract and suggests further investigation into this.  
 
What is noteworthy is that in a letter agreement dated March 28, 2018, Catalyst Capital Group 
(headed by Glassman and Riley) agreed that Catalyst Funds III and IV would provide Callidus 
C$150 million to finance Callidus’s debtor Horizontal Well Drillers until December 31, 2018. At 
this time, it has been acknowledged that Callidus was in severe financial distress and was being 
pressured by Sun Life Financial to repay its line of credit. In addition, Callidus had run out of 
money to meet its commitments. Callidus relied extensively on financing from Catalyst Funds. 
As referenced in paragraphs 112  & 113 of the MOSERS claim on page 23,  this date is after the 
apparent non-approval of the Horizontal Well Drillers contract. 3 The lack of a binding 
agreement with PDVSA combined with Callidus’ and Horizontal’s incomplete satisfaction of  
requirements necessary to close and secure its loan should not have been a basis for Callidus or 
Catalyst to advance any funds from the Catalyst Funds to Horizontal Well Drillers for the 
Venezuelan project at all. This confirms the deception on the Catalyst LPs by Glassman and 
Riley. The whistleblower understands that the funds for the Horizontal loan that was received 
directly from Catalyst were never returned or repaid to LPs. The whistleblower believes that one 
of the following could have occurred.  
 
 
 
 
 

                                                        
1 Exhibit 1 TRACE Compendium - PDVSA Oil Bribery Scheme 
2 Exhibit 2 PDVSA - Twitter Feed 
3 Exhibit 3 Missouri State Employee Retirement System Statement of Claim Excerpt 112 on page 23 
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1. It is apparent funds in the amount of 150 million may not have been advanced to 
Horizontal Well Drillers. 

2. The assertion advanced by Catalyst/Callidus to its LPs that the funds were required to be 
advanced to Horizontal were improperly used for working capital and to pay down Sun 
Life debt and to service interest payments on other existing loans to Callidus from 
Catalyst. 

3. The funds or part of the funds never made it to Horizontal Well Drillers for a Venezuelan 
contract or the Venezuelan Government as a legitimate payment.  

4. The fund were retained by Callidus for a purpose other than what was represented to 
Catalyst LPs. 

5. The money was embezzled.  
6. The funds were filtered through a shell company through which executives of Callidus, 

Catalyst and Horizontal benefited from. 
 

 
What is also bizarre is that Callidus (a subsidiary of Catalyst) had claimed a so-called “yield 
enhancement” of 32 million dollars two years prior in the Q2 2016 earnings release relating to a 
contract in Venezuela. 4 5  
 
 Further Attempt To Interfere In Court Proceedings  
 
Within exhibit 6 is an article whereby Catalyst has lobbied a member of the Missouri legislature 
to intervene and interfere in the judicial process. 6 
 
It is the whistleblowers position that lobbying is being conducted by Catalyst to undermine the 
transparent  legal process and frustrate the exposure and extent of Glassman and his affiliates 
misconduct as was similarly done with the use by Catalyst of surreptitious and wrongful actions 
with Black Cube in stinging a Judge and others in Canada.  
 
Callidus Fails to Make Full Disclosure and Production in Its Multiple Lawsuits 
 
The whistleblower has been the subject of multiple overlapping lawsuits commenced by the 
Catalyst/Callidus parties. It is a forte of the parties to silence and intimidate critics which attempt 
to expose their wrong doing. Attached is a recent communication between the whistleblower and 
one of Callidus’ many lawyers in relation to the whistleblowers guarantee action in Alberta. It 
has been over two years since the whistleblower successfully defended a summary judgement 
attempt and it’s appeal. Since that time the Catalyst/Callidus parties have refused to take any 
steps to move the matter to trial, but yet the parties are accelerating an alleged defamation claim 
whereby they are claiming victim status as a result of my attempts to expose their misconduct. 7 
 

                                                        
4 Exhibit 4 James Riley October 27, 2020 Cross Examination – Sworn testimony 32 million dollar yield   
  enhancement was Horizontal Well Drillers 
5 Exhibit 5 Transcript of Final Callidus Shareholder Meeting as a Public Company 
6 Exhibit 6 Missouri employee pension says firm had lobbyist, lawmaker apply pressure on lawsuit- Kansas City  
  Star January 27, 2021 
7 Exhibit 7 Whistleblower Communications with One of Callidus’ Many Lawyers 
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Gateway Casinos and Money Laundering  
 
Gateway Casinos is one of the few remaining portfolio companies of the Catalyst Funds. 
Gateway Casinos had recently failed in an attempt to go public on a Stock Exchange in the 
United States. A commission of inquiry known as the Cullen Commission in Canada has elicited 
evidence of extensive money laundering at Gateway Casinos in British Columbia. In addition, 
senior employees of Gateway Casinos sought co-investment with Gateway Casino and other 
individuals known to be involved in illegal activity. 8 9  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                        
8 Exhibit 8 One ‘major’ criminal network served B.C. casino VIPs, Cullen Commission hears - Economy, Law &   
  Politics _ Business in Vancouver November 4, 2020 
9 Exhibit 9 Casino solicited investments from gamblers; criminal took interest - Richmond News 
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P D V S A S C A N D A L

INDUSTRY

Extractive Industries/Mining/Oil & Gas

CORPORATE HEADQUARTERS

MULTIPLE, Unspecified

SUMMARY OF ALLEGATIONS:

Nationality of Foreign Officials: Venezuela

Summary of Allegations:

Venezuelan state oil company PDVSA is alleged to have engaged in corruption on a massive scale. Their officials accepted bribes and

facilitated bid-rigging schemes in exchange for contract awards with many companies and individuals, including:

Roberto Enrique Rincon Fernandez

Tradequip Services & Marine, Inc.

In the recent years prior to his arrest in 2015, Roberto Enrique Rincon Fernandez  ("Roberto Rincon"), through his companies, including

Tradequip Services & Marine, Inc., allegedly had supplied PDVSA with oil equipment worth some USD 500 million a year. As a result,

Rincon and his companies allegedly became one of the state oil firm's most important contractors. Rincon and Abraham Jose Shiera

Bastidas ("Abraham Shiera"), Rincon's business associate, allegedly won rigged bids for PDVSA projects through a process known as "la

tapa," or the lid, which calls for well-connected firms to use shell companies to place bogus bids, thus giving the appearance of fairness,

while eliminating real competition. The individuals allegedly paid bribes to PDVSA officials to get Rincon-affiliated companies and only non-

competitors on the shortlist of companies entitled to bid for PDVSA contracts. Juan Jose Hernandez Comerma, as a general manager and

later partial owner of one of Shiera's companies between 2008 and 2012, allegedly conspired with Shiera and Rincon to bribe PDVSA

officials, including Alfonzo Eliezer Gravina Munoz, to aid in the bribery scheme. 

Roberto Enrique Rincon Fernandez

Wells Ultimate Services

Rincon’s bribery scheme allegedly includes setting a shell company Wells Ultimate Services (“Well”) to secure a procurement contract

with PDVSA subsidiary Bariven in 2012.

According to a Court in the Netherlands, Wells was established for about a month with no actual client before bidding for Bariven's contract

and received approval within hours of application.

In addition, Rincon is closely affiliated with Wells’ president and the ultimate beneficial owner.
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Of the 730 bank accounts allegedly linked to PDVSA discovered by the US authorities in the broader investigation of PDVSA, 108 bank

accounts are allegedly controlled by Rincon, his family, or his companies.

Charles Quintard Beech III

Florida businessman Fernando Ardila Rueda (Ardila) allegedly conspired with Shiera and Rincon from 2008 to 2014 to provide

entertainment and pay bribes and other things of value to PDVSA purchasing analysts, based on a percentage of the value of contracts the

officials helped to award to Shiera's companies.  

From 2011 to 2012, Charles Quintard Beech III allegedly paid bribes to multiple PDVSA officials, including Gravina, in exchange for their

assistance in placing Beech's companies on PDVSA bidding panels and assisting Beech’s company or companies in receiving payment

for previously awarded PDVSA contracts.

In addition to monetary bribes, the individuals allegedly bribed PDVSA officials by providing things of value, including recreational travel,

meals, and entertainment. In this alleged scheme employed to secure contracts with PDVSA allegedly generated USD 750 million between

2010 and 2013.

Helsinge, Inc.

Glencore

Lukoil

On 1 November 2018, Abraham Edgardo Ortega, the former executive director of PDVSA admitted acceptance of two bribes. He took $5

million bribes to prioritize loan status to a French company and a Russian bank, both as minority shareholders of PDVSA’s joint venture,

and 12 million to participate in a loan and foreign-exchange contract.

Jose Manuel Gonzales Testino ("Gonzales") and Tulio Anibal Farias-Perez ("Farias")

Gonzalez and Farias in control of multiple companies allegedly bribed a Petroleos de Venezuela S.A. (“PDVSA”) official with $629,000 illicit

payment to secure favorable business decisions, including official actions to forward them PDVSA contracts with payment in U.S. dollars

instead of Venezuelan bolivars and provide preferential treatment to their companies over other competitors.

 

Approximate Alleged Payments to Foreign Officials: 17 million monetary bribes, recreational luxury travel, meals and entertainment,

beach house in Parrot Cay in the Bahamas; a luxury hotel in Aruba; two $107,500 armored cars, a $10,300 handbag, English classes for

two children of a “foreign official” (one in the amount of $16,672 and the other in the amount of $8,755).

Business Advantage Allegedly Obtained: secure contracts with PDVSA

ENFORCEMENT RESULTS

Agencies: Netherlands: Civil Lawsuit

Results:

Year Resolved: 2019

Compliance Monitor:

Ongoing: No

Details: 
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In November 2019, a Court of Appeal in Hague annulled an ICC award ordering Bariven to pay Wells Ultimate Services ("Wells") US $11.7

million for breaching a 2012 procurement contract.

In the ICC proceeding, Bariven claimed that the procurement contract was secured by Wells through corruption hence void under Dutch

law. The tribunal held against Bariben considering its allegation did not prove direct bribery by Wells and failed the burden of proof.

The Dutch court set aside the ICC award on the ground that direct proof was too stringent a standard to apply in the context of bribery,

since direct evidence was usually concealed by wrongdoers and difficult to produce. Instead, the court found that Bariven had proven its

case by showing a strong indication of corruption by Wells.

Agencies: Switzerland: Office of the Attorney General

Results:

Year Resolved:

Compliance Monitor:

Ongoing: Yes

Details: 

Helsinge Inc.

8 March 2018 - The Geneva Attorney General’s Office confirmed that two Helsinge executives have been arrested on suspicion of

corruption of foreign officials and money-laundering in connection with the PDVSA scandal.

(Helsinge is organized in Panama and operates offices in Miami, Geneva and the English Channel Island of Jersey).  

 

Agencies: United States: Civil Lawsuit

Results:

Year Resolved:

Compliance Monitor:

Ongoing: Yes

Details: 

On 30 November 2016, PDVSA subsidiary Bariven SA filed a motion asking the Houston federal court to grant it victim status and set a

restitution hearing before the sentencing of Roberto Rincon and Abraham Shiera scheduled for June 2017. Bariven seeks restitution from

Rincon and Shiera to compensate for USD 600 million loss caused by the individuals' bribery scheme.

In 2017, the court denied Bariven's claim of victim status.

Agencies: United States: Civil Lawsuit

Results:

Year Resolved:
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Compliance Monitor:

Ongoing: Yes

Details: 

16 February 2018 - Harvest Natural Resources, Inc, based in Houston, brought suit in a federal court against former Venezuelan oil

minister Rafael Ramirez. Harvest alleges that it lost almost half a billion dollars for refusing to pay bribes associated with the PDVSA

scandal.

Agencies: United States: Civil Lawsuit

Results: Prosecution of Individuals, Prosecution of Public Officials

Year Resolved:

Compliance Monitor:

Ongoing: Yes

Details: 

In March 2008, a Miami court unsealed a lawsuit filed by a PDVSA-linked trust in Venezuela against 40 individuals and entities for funneling

bribes to corrupt PDVSA officials in exchange for oil purchase contracts. The defendants include traders, shell companies, PDVSA

officials, a Nicaragua-owned bank with an office in Florida, and leading international energy trading firms such as Glencore and Lukoil.

Agencies: United States: Civil Lawsuit

Results:

Year Resolved:

Compliance Monitor:

Ongoing: Yes

Details: 

08 March 2018: PDVSA, via "PDVSA US Litigation Trust" has brought a U.S. civil suit against Helsinge Inc., accusing the company of

obtaining inside information and rigging bid proceedings by bribing PDVSA officials, including current VP Ysmel Serrano, in a complex

scheme worth billions. According to the suit, Helsinge also provided inside information to oil trading companies such as Lukoil, Colonial Oil,

Glencore, Vitol, and Trafigura ("Oil Company Co-conspirators").

Agencies: United States: Department of Justice

Results: Prosecution of Individuals

Year Resolved: 2016

Compliance Monitor:

Ongoing: No

Details: 
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Roberto Enrique Rincon Fernandez

On 16 December 2015, Rincon was arrested in Houston, Texas by the U.S. Department of Justice ("DOJ") and charged with one count of

conspiracy to violate the U.S. Foreign Corrupt Practices Act ("FCPA") and commit wire fraud, one count of conspiracy to commit money

laundering, seven counts of money laundering and four counts of violating the FCPA. On 18 December 2015, Rincon's detention without

bail has been ordered based on evidence that he has substantial wealth outside of the US that makes him a flight risk. Rincon denies all

allegations and entered a plea of not guilty.

On 16 June 2016, Rincon pleaded guilty to one count of conspiracy to violate the FCPA, one count of violating the FCPA, and one count to

making false statements on his 2010 federal income tax return.  Personal money judgment against Rincon was imposed on Rincon.  As of

13 February 2018, Rincon is awaiting sentencing.

Agencies: United States: Department of Justice

Results: Prosecution of Public Officials

Year Resolved:

Compliance Monitor:

Ongoing: Yes

Details: 

PDVSA and Venezuelan government officials

In December 2015, Ramos, Maldonado, and Gravina, three former PdVSA officials, each pleaded guilty under seal to conspiracy to commit

money laundering. As part of their guilty pleas, Ramos, Maldonado and Gravina each admitted that while employed by PDVSA or its wholly

owned subsidiaries or affiliates, they accepted bribes from Shiera and Rincon in exchange for taking certain actions to assist companies

owned by Shiera and Rincon in winning energy contracts with PDVSA. Ramos, Maldonado and Gravina also admitted that they conspired

with Shiera and Rincon to launder the proceeds of the bribery scheme. Gravina also pleaded guilty to making false statements on his 2010

federal income tax return by failing to report the bribe payments he received from Shiera, Rincon and others. As part of their plea

agreements, Millan, Ramos, Maldonado and Gravina all agreed to forfeit proceeds of their criminal activity.

On 26 October 2017, Nervis Villalobos, former Venezuelan deputy energy minister, was arrested in Spain on a U.S. warrant for his

involvement in the PDVSA scandal. Officials stated that in addition, Luis Carlos de Leon, a former official at a state-run electric company in

Caracas, was taken into custody along with a third, unnamed person who was an executive at PDVSA’s procurement unit, Bariven.

2017 - Sometime in 2017, Former oil minister Eulogio Del Pino and former PDVSA President Nelson Martinez were arrested for their

involvement in the PDVSA corruption scandal.

12 February 2018 - The DOJ announced that criminal charges were unsealed against the following five former Venezuelan government

officials for their alleged participation in the PDVSA bribery scheme, as members of the PDVSA management team:

A. Luis Carlos De Leon Perez (charged with one count of conspiracy to commit money laundering; four counts of money laundering;

and one count of conspiracy to violate the FCPA) - in Spanish custody awaiting extradition.

B. Nervis Gerardo Villalobos Cardenas (charged with one count of conspiracy to commit money laundering; one count of money

laundering; and one count of conspiracy to violate the FCPA) - in Spanish custody awaiting extradition.

C. Cesar David Rincon Godoy (charged with two counts of conspiracy to commit money laundering and four counts of money

laundering) - in custody
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D. Alejandro Isturiz Chiesa (charged with one count of conspiracy to commit money laundering and five counts of money laundering) -

at large

E. Rafael Ernesto Reiter Munoz (charged with one count of conspiracy to commit money laundering and four counts of money

laundering) - - in Spanish custody awaiting extradition.

Additionally, the US suspects that Venezuela's former oil czar and U.N. ambassador, Rafael Ramirez, was a bribe recipient. Ramirez has

not yet been charged.

20 March 2018 - Venezuela authorities arrested PDVSA oil executive Jesus Luongo for alleged corruption / graft. Arrest warrants for four

other executives are outstanding.

19 April 2018 - Cesar David Rincon Godoy pleaded guilty in a U.S. court to one count of conspiracy to commit money laundering to cover

up the bribes.

16 July 2018 - Luis Carlos De Leon-Perez was extradited to the U.S. and pleaded guilty in a federal court in Houston to one count of

conspiracy to violate FCPA by bribing PDVSA officials.

11 December 2018 - Alfonso Eliezer Gravina pleaded guilty to one count of conspiracy to obstruct the government's investigation by

concealing the fact that "Co-conspirator 1" had bribed officials of PDVSA and notifying that he was a subject of government investigation,

which ultimately led to Co-conspirator 1's destruction of evidence and attempt to flee from the U.S.

9 May 2019 - Javier Alvarado Ochoa (“Ochoa”), the former Venezuelan minister of electrical development was arrested in Spain on a U.S.

warrant relating to his role in the bribery scheme.

13 September 2019 - a U.S. court unsealed indictments by the U.S. DOJ back in April 2019 against three individuals for bribing PDVSA to

secure businesses, enclosing charges against Ochoa (described as “Official A” in the 2017 indictment), former president of PDVSA

subsidiary Bariven with his role in the bribery scheme, and against Daisy Teresa Rafoi-Bleuler and Paulo Jorge Da Costa Casqueiro-

Murta, two asset managers, with helping launder the bribes.

 

Agencies: United States: Department of Justice

Results: Plea Agreement, Prosecution of Individuals

Year Resolved:

Compliance Monitor:

Ongoing: Yes

Details: 

Abraham Jose Shiera Bastidas' companies

On 16 December 2015, Shiera was arrested and jailed in Miami on one count of conspiracy to violate the U.S. Foreign Corrupt Practices

Act ("FCPA") and commit wire fraud, one count of conspiracy to commit money laundering, seven counts of money laundering and four

counts of violating the FCPA. On 22 March 2016, Shiera pleaded guilty to one count of conspiracy to violate the FCPA and commit wire

fraud and one count of violating the FCPA. As part of Shiera's plea agreement, he agreed to forfeit proceeds of their criminal activity.

Shieras sentencing is scheduled for 8 July 2016.

In January 2016, Moises Abraham Millan Escobar, former employee of Shiera, pleaded guilty under seal to one count of conspiracy to

violate the FCPA for his role in the scheme.
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On 10 January 2017, Juan Jose Hernandez Comerma pleaded guilty in Houston federal court to one count of conspiracy to violate the

FCPA and one count of violating the FCPA. Hernandez's sentencing is scheduled for 14 July 2017.

On 8 January 2020, the United States District Court for the Southern District of Texas sentenced Juan Jose Hernandez Comerma to 48-

month imprisonment with a fine of US $127,000 and forfeiture of US $3 million.

On 12 October 2017, Fernando Ardila Rueda (Ardila) pleaded guilty in Houston federal court to one count of conspiracy to violate the

Foreign Corrupt Practices Act and one count of violating the FCPA. Ardila's sentencing is scheduled for 8 February 2017.  The Department

of Justice statement noted that Ardila conspired with Shiera and Rincon to pay bribes and other things of value to PDVSA purchasing

analysts.  The bribes were paid to ensure that Shiera’s and Rincon’s companies were placed on PDVSA bidding panels and in order to

obtain or retain business with PDVSA.  From 2008 through 2014, while he was sales director, manager and partial owner of several of

Shiera’s companies, Ardila provided entertainment and offered bribes to PDVSA officials based on a percentage of the value of contracts

the officials helped to award to Shiera’s companies.

Juan Carlos Castillo Rincon

On 13 September 2018, Juan Carlos Castillo Rincon, a former manager of a U.S.-based company admitted to bribing PDVSA officer Jose

Orlando Camacho for work in Venezuela. Rincon and Camacho pled guilty respectively to conspiracy to violate the FCPA and conspiracy

of money laundering in a federal court in Houston.

Jose Manuel Gonzalez Testino

On 31 July 2018, the U.S. DOJ arrested Gonzalez for bribing a PDVSA official to secure favorable business decisions.

Tulio Anibal Farias-Perez

On 7 February 2020, the U.S. DOJ indicted Farias for one count of conspiracy to violate the FCPA.

 

 

 

 

Agencies: United States: Department of Justice

Results: Plea Agreement, Prosecution of Individuals

Year Resolved: 2017

Compliance Monitor:

Ongoing: No

Details: 

Charles Quintard Beech III

On 10 January 2017, Charles Quintard Beech III pleaded guilty to one count of conspiracy to violate the FCPA. Beech is scheduled to be

sentenced on 14 July 2017.
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Agencies: Venezuela: State Prosecutor's Office

Results:

Year Resolved:

Compliance Monitor:

Ongoing: Yes

Details: 

Eleven top oil executives at PDVSA were arrested on 24 October 2017 as part of bribery investigations, the Venezuelan state prosecutor

Tarek Saab announced. Orlando Chacin, head of a PDVSA subsidiary for joint ventures with foreign partners, and other officials at the

Petropiar joint venture with Chevron Group, and Petrozamora joint venture with Russia’s Gazprombank, were charged with overpricing and

non-execution of planned projects.

In November 2017, further arrests were made at PDVSA's procurement subsidiary Bariven: Francisco Jimenez, president of Bariven, and

two other Bariven executives were arrested, according to the state prosecutor. The acting president and five executives of the local office

of Citgo Petroleum were also under arrest. Citgo Petroleum was acquired by the PDVS 30 years ago. 

18 July 2018, the U.S. State Department requested Citgo Petroleum’s president and CEO to surrender his U.S. visa pending the graft

probe on PDVSA.

14 Feb 2019, according to Venezuela’s chief state prosecutor, the Office launched a probe into the directors of PDVSA and its U.S. refiner

Citgo.

 

 

ENTIT IES / INDIVIDUALS INVOLVED

Tradequip Services & Marine, Inc. ("TSM")

Roberto Enrique Rincon Fernandez (Roberto Rincon) (president of TSM)

Petróleos de Venezuela ("PdVSA") (Venezuelan state oil company)

Abraham Jose Shiera Bastidas (Abraham Shiera) 

Moises Abraham Millan Escobar (Moises Millan) (former employee of Shiera)

Jose Luis Ramos Castillo (Jose Ramos) (former PdVSA official)

Christian Javier Maldonado Barillas (Christian Maldonado) (former PdVSA official)

Alfonzo Eliezer Gravina Munoz (Alfonzo Gravina) (former PdVSA official)

Nervis Villalobos (former energy minister, PdVSA official)

Luis Carlos de Leon (PDVSA official)

Orlando Chacin

Nervis Gerardo Villalobos Cardenas  (PDVSA official)

Cesar David Rincon Godoy (employed by PDVSA and its subsidiaries, including Bariven (a PDVSA procurement subsidiary responsible for

equipment purchases) and is alleged to be a “foreign official.”)

Alejandro Isturiz Chiesa  (PDVSA foreign official)

Rafael Ernesto Reiter Munoz (employed by PDVSA and is alleged to be a “foreign official”)

Rafael Ramirez (former Venezuelan oil czar and U.N. ambassador)

Harvest Natural Resources Inc. (suing Ramirez civilly)
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Helsinge Inc.

Ysmel Serrano (PDVSA foreign official and current Vice President)

Jesus Luongo (PDVSA oil executive)

Glencore

Lukoil

Juan Carlos Castillo Rincon (a former manager of a U.S.-based company)

Jose Orlando Camacho (a PDVSA officer)

Javier Alvarado Ochoa (“Ochoa”) (the former Venezuelan minister of electrical development)

Daisy Teresa Rafoi-Bleuler (the founder of Zurich-based Eagle Wealth Management Ltd)

Paulo Jorge Da Costa Casqueiro-Murta (an employee of a financial firm)
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23

Indeed, whenever Callidus was in dire need of money, it looked to Funds III and IV for a 

financial backstop and CCGI would accede.

111. Funds III and IV made multiple new investments in Callidus yet again 

when the Funds made a series of advances to Callidus in 2018 when Callidus’s loan 

losses quickened in that year.  In a series of three letter agreements over the course of two 

days on March 28 and March 29, 2018, CCGI provided Callidus different types of 

backing, one of which provided a loan to finance a specific Callidus debtor, a second of 

which increased exposure on the 2014 Callidus Bridge Loan, and the third of which 

essentially converted the 2014 Callidus Guarantees to outright loans.  The debt 

investments memorialized in these letter agreements, collectively, are hereinafter referred 

to as the “2018 Callidus Loan Investments.”

112. First, in a letter agreement dated March 28, 2018, CCGI agreed that 

Catalyst Funds III and IV would provide Callidus C$150 million to finance Callidus’s 

debtor Horizontal Well Drillers until December 31, 2018.

113. Second, in a letter agreement dated March 29, 2018, CCGI agreed to 

rescue Callidus from its senior lender, Sun Life Assurance Company of Canada.  After 

four quarters of covenant defaults and two payment deferrals, the senior lender demanded 

in 2018 that Callidus pay down C$15.5 million of its C$49 million debt.  CCGI’s letter to 

Callidus offered the entire amount of the required amortization.   Monies advanced by 

Funds III and IV would be subject to the terms of the earlier 2014 Callidus Bridge Loan.  

114. Third, in a letter agreement dated March 29, 2018, CCGI agreed that 

Funds III and IV would provide Callidus the face amount of loans that the Funds had 
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Catalyst v West Face et al. 
James Riley

on Tuesday, October 27, 2020

77 King Street West, Suite 2020
Toronto, Ontario M5K 1A1

neesonsreporting.com | 416.413.7755
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Catalyst v West Face et al.  
James Riley on 10/27/2020 418

neesonsreporting.com
416.413.7755

 1                    THE DEPONENT:  Okay.

 2                    MR. MOORE:  And we are not going to.

 3                    THE DEPONENT:  Okay.

 4                    MR. MOORE:  So ask your questions and

 5        stop with the accusations.

 6                    BY MR. BAUMANN:

 7 1253               Q.   Okay, Jaeme Gloyn, an analyst with

 8        the National Bank, he is asking Mr. Glassman on

 9        page 9 near the bottom, the third paragraph from

10        the bottom:

11                         "Okay.  Great.  Fair enough.

12                    Shifting gears to the yield

13                    enhancements and the CAD 32 million

14                    gain, can you just sort of elaborate

15                    on the size of the potential can,"

16                    being the size of the loan, "the

17                    size of the original loan that those

18                    warrants are associated with?

19                    What's the value of the

20                    shareholders' equity or percentage

21                    that [...] 32 million [...]" that

22                    Callidus gained, basically.

23                    What loan does that refer to?  What

24        loan is he referring to there, Mr. --

25                    A.   Horizontal.  Horizontal.
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A.S.A.P. Reporting Services Inc. 
(613) 564-2727 (416) 861-8720

--- Upon commencing on July 2019 1 

MR. REESE:  Good morning everyone, 2 

IPll get started.  Ladies and gentlemen welcome to 3 

the Annual Special Meeting of ShareholderPs of 4 

Callidus Capital Corporation.  My name is David 5 

Reese, IPm the President and Chief Operating 6 

Officer of Callidus and I will have this chair for 7 

this meeting.  Joining me on the head table at the 8 

far end is Dan Nohdomi, our Chief Financial 9 

Officer.  Jim Riley, Secretary and Director of 10 

Callidus.  And wePve got our Corporate -- Sorry, 11 

wePve got John Ho in the front here who is our 12 

Corporate Controller.  Jim Riley will act as 13 

secretary for the meeting.  We also have John Levin 14 

who acts as our general counsel on the head table. 15 

 Brian and IPd like to also welcome, introduce, the 16 

directors, Tibor Donath, David Sutin, Brad Ashley, 17 

Newton Glassman, Chairman of the company whoPd 18 

normally chair this meeting, but unfortunately for 19 

personal health reasons hePs not available today.  20 

With the consent of the meeting I hereby appoint 21 

Computershare Investors Services Inc., the 22 

CorporationPs registrar and transfer agent by itPs 23 

representatives Paul Allen and Daniela Munoz to act 24 

as scrutineer of the meeting.  On June 10th, 2019 25 

1556

1579



2 
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(613) 564-2727 (416) 861-8720 

the notice calling this meeting and the accompanied 1 

documentation, including information served there 2 

in the proxy was mailed to shareholders.  The 3 

declarations as to such mailings are available for 4 

inspection by any shareholder. I therefore will 5 

dispense with calling for a reading of the notice 6 

and ask the secretary to append the declarations of 7 

the schedule to the minutes of the meeting.  Would 8 

the secretary please record whether quorum was 9 

present for the meeting to transact business. 10 

MR. RILEY:  The quorum for the 11 

transaction [Indiscernible] meeting of shareholders 12 

called for the present purposes [Indiscernible] the 13 

issue here is entitled to vote at meeting of 14 

shareholders who either present in person or 15 

represented by proxy.  I have received the 16 

scrutineers preliminary report on attendance and 17 

based on such report confirm that a quorum of 18 

shareholders of Callidus is present. 19 

MR. REESE:  Thanks Jim.  Proper 20 

notice of meeting having been given and a quorum of 21 

shareholders being present I declare that this 22 

Annual and Special Meeting of ShareholderPs of 23 

Callidus is duly constituted to the transaction of 24 

business.  In order to expedite matters IPve 25 
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A.S.A.P. Reporting Services Inc. 
(613) 564-2727 (416) 861-8720

arranged for Dan Nohdomi, Chief Financial Officer 1 

of Callidus or John Ho, Vice President or Corporate 2 

Controller of Callidus to move and second motions 3 

where appropriate.  We will proceed to conduct the 4 

motions partially by a show of hands and partially 5 

by ballot.  The items of business to be considered 6 

at this meeting have been set out in the Management 7 

Information Circular of Callidus dated May 31st, 8 

2019, and previously distributed to the 9 

shareholders.  The first item of business is to 10 

receive the auditors consolidated financial 11 

statements of the Corporation for the year ended 12 

December 31st, 2018, and the report of the audited 13 

on.  Copies of these documents were included in the 14 

CorporationPs Annual Report which has been mailed 15 

to those shareholders requesting copies.  16 

Additional copies of these materials can be 17 

obtained at the desk located outside the entrance 18 

of this room.  The financial statements and the 19 

auditorPs report there on are hereby tabled for 20 

purposes of this meeting and no further action is 21 

required.  Dan Nohdomi, the CorporationPs Chief 22 

Financial Officer, will answer any questions 23 

related to the financial statements at the 24 

conclusion of the formal part of this meeting.  The 25 
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second item of business is -- to be decided at this 1 

meeting is the election of the directors.  There 2 

are five directors to be elected.  I will now ask 3 

Dan Nohdomi to nominate those persons whose names 4 

appear as nominee directors in the Annual 5 

Information Circular dated May 31st, 2019. 6 

MR. NOHDOMI:  I nominate Newton 7 

Glassman, Jim Riley, Tibor Donath, David Sutin and 8 

Bradley W. Ashely as directors of Callidus to hold 9 

office until the next Annual Meeting of 10 

ShareholderPs of Callidus, or until their 11 

successors are elected or appointed in accordance 12 

with applicable law and Corporations by-laws. 13 

MR. HO:  I second the motion. 14 

MR. REESE:  Thank you.  On May 15 

12th, 2015 shareholders approved the minutes of the 16 

CorporationPs by-laws to included advanced measure 17 

for business requiring advanced notice of 18 

nominations of person for election before to be 19 

provided to the Corporation in certain 20 

circumstances.  The Corporation did not receive 21 

notice of any director nominations in connection 22 

with this meeting within the time periods 23 

prescribed by the CorporationPs by-laws.  24 

Accordingly, the only persons eligible to be 25 

1559

1582



5 
 

 
 
 
  
      A.S.A.P. Reporting Services Inc. 
(613) 564-2727 (416) 861-8720 

nominated for election to the board are the 1 

nominees named in the Management Information 2 

Circular.  Since there can be no further 3 

nominations, I declare that nominations are closed. 4 

 I shall now instruct the scrutineer to distribute 5 

ballots, and the secretary to give instructions in 6 

the use of the ballots. 7 

MR. RILEY:  The scrutineer will 8 

now distribute the ballots.  To complete your 9 

ballot mark it X in the box opposite the word OforP 10 

if you are in favour of the motion.  If you wish to 11 

withhold your vote mark an X in the box opposite 12 

the word OwithholdP.  Then sign your name, if you 13 

are proxy vote indicate the name of the shareholder 14 

approving youPre a proxy and confirm the number of 15 

voting shares you or ballot represent. 16 

MR. REESE:  Will the scrutineer 17 

please collect the ballots and report to me as soon 18 

as possible.  And while we are waiting for the 19 

scrutineer to report we will continue with the 20 

other business of the meeting.  The third item of 21 

business to be considered at this meeting is the 22 

reappointment of KPMG LLP as auditors of the 23 

corporation for the ensuing year.  An authorization 24 

for the directors depicts the remuneration of the 25 
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auditors.  We will proceed by show of hands unless 1 

a shareholder demands a ballot.  I now ask for a 2 

motion for approval of this [Indiscernible]. 3 

MR. NOHDOMI:  I hereby move for 4 

the approval by the shareholders of the 5 

reappointment of KPMG LLP as auditors of the 6 

Corporation for the ensuing year, and authorization 7 

for the directors to fix the renumeration of the 8 

auditors. 9 

MR. REESE:  May I have a seconder? 10 

MR. HO:  I second the motion. 11 

MR. REESE:  Is there any 12 

discussion on the motion?  Thank you.  I now put 13 

the motion to the shareholderPs of Callidus and a 14 

affirmed vote from the majority votes passed at 15 

this meeting is sufficient to appoint the auditors. 16 

 Will all those in favour please signify your 17 

approval by raising your hands.  Contrary, if any? 18 

 Thank you.  I declare the motion carried.  Mutual 19 

consent appoint.  The next item of business to be 20 

considered at this meeting is the passing of 21 

resolution to approve the renewal of the incentive 22 

plan at Callidus.  Such incentive plan is described 23 

in the Management Informational Circular and 24 

attached as appendix B thereto.  The incentive plan 25 
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is previously approved by shareholders in May 2016, 1 

and no modifications are proposed.  The 2 

shareholders are being asked to pass the resolution 3 

in the form of resolution set out on page 37 of the 4 

Management Information Circular approving the 5 

proposed renewal of the incentive plan.  I now ask 6 

for a motion for approval of this resolution. 7 

MR. NOHDOMI:  I hereby move for 8 

the approval of a resolution in a form set out on 9 

page 37 of the Management Information Circular 10 

regarding the proposed renewal of the incentive 11 

plan. 12 

MR. REESE:  May I have seconder? 13 

MR. HO:  I second the motion. 14 

MR. REESE:  Is there any 15 

discussion on the motion?  I now put the motion to 16 

shareholderPs of Callidus.  The scrutineer shall 17 

distribute ballots and the secretary will give 18 

instructions regarding the use of the ballots. 19 

MR. RILEY:  Mr. Scrutineer could 20 

you please distribute the ballots.  To complete 21 

your ballots mark an X in the box opposite the word 22 

OforP if you are in favour of the motion.  If you23 

wish to vote against the motion mark an X in the 24 

box opposite the word OagainstP.  Then sign your 25 
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name.  If you are a proxy voter can you give the 1 

name of the shareholder to who you are a proxy and 2 

confirm the number of voting shares you or your 3 

ballot represent. 4 

MR. REESE:  Thanks Jim.  Will the 5 

scrutineer please collect the ballots and report to 6 

me as soon as possible?  While wePre waiting for 7 

the scrutineer to report we will continue with the 8 

other business of the meeting.  The next item of 9 

business to be considered at this meeting is the 10 

passing of a resolution to approve the sale of all 11 

of CallidusP shares of Bluberi Gaming Canada Inc., 12 

and debt owing by Bluberi to Callidus and upholding 13 

all subsidiary to certain investment funds managed 14 

by the Callidus Group Inc. [Indiscernible] to any 15 

person controlled by, controlling, or under common 16 

control with such funds.  Further details regarding 17 

the Bluberi transaction, excuse me, are set out in 18 

the Management Information Circular.  The 19 

shareholders are being asked to pass a resolution 20 

in the form the resolution set out on page 53 of 21 

the Management Information Circular.  For the 22 

purposes of multilateral instrument 61-101 23 

Protection of Minority Security Voters and Special 24 

Transactions as more particularly described on page 25 
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53 and 54 of the Management Information Circular, 1 

the Bluberi transaction constitutes related party 2 

transaction and as a consequence Callidus is 3 

required to obtain minority approval.  In 4 

determining whether minority approval for the 5 

Bluberi transaction has been obtained the 6 

Corporation is required to exclude the votes passed 7 

by persons described in items A through D of 8 

section 8.12 of MI 61-101.  Callidus has determined 9 

after reasonable inquiry that the excluded votes 10 

are those votes attaching to an aggregate of 11 

approximately 73.19% of the issued and outstanding 12 

shares as of May 31st, 2019, as more particularly 13 

describe on page 54 of the Management Information 14 

Circular.  In order to determine whether the 15 

Bluberi transaction does receive minority approval 16 

the scrutineer has assumed that all shares attached 17 

to the excluded votes were voted in favour of the 18 

resolution by a proxy and has deducted the 19 

aggregate number of excluded votes from the proxy 20 

results.  I will now ask for a motion for approval 21 

of this resolution. 22 

MR. NOHDOMI:  I hereby move for 23 

the approval of resolution in the form set out on 24 

page 53 of the Management Information Circular to 25 
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approve the Bluberi transaction and empower the 1 

directors of Callidus to, in their discretion, 2 

proceed or not proceed in full or in part with the 3 

Bluberi transaction. 4 

MR. REESE:  May I have a seconder? 5 

MR. HO:  I second the motion. 6 

MR. REESE:  Thank you.  Is there 7 

any discussion on the motion? 8 

UNIDENTIFIED SPEAKER:  Question, 9 

how much is the Bluberi debt, approximately? 10 

MR. REESE:  ItPs approximately 20 11 

million dollars and itPs in the form of the 12 

Callidus Loan Obligation. 13 

UNIDENTIFIED SPEAKER:  20 million 14 

Canadian? 15 

MR. REESE:  Correct. 16 

UNIDENTIFIED SPEAKER:  And has any 17 

loan loss provision been taken against any of that? 18 

MR. REESE:  IPd have to double 19 

check that and think about where our disclosure is 20 

on that.  So, let me -- IPll check that after the 21 

meeting and come back to it. 22 

UNIDENTIFIED SPEAKER:  Presumably 23 

if there was a loan loss provision taken there 24 

would be a recovery on closing. 25 
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MR. REESE:  It would depend on how 1 

much of a loan loss provision was taken relative to 2 

the fair value as it was determined by BDO. 3 

UNIDENTIFIED SPEAKER:  Fair 4 

enough. 5 

MR. REESE:  But let me come back 6 

to you with that answer.  Anything else? 7 

UNIDENTIFIED SPEAKER:  Yes, who is 8 

the partner at BDO who was primarily responsible... 9 

MR. REESE:  Do we know who 10 

[Indiscernible] 11 

UNIDENTIFIED SPEAKER:  Paul Gill. 12 

MR. REESE:  ItPs Paul Gill.  Paul 13 

Gill. 14 

UNIDENTIFIED SPEAKER:  Thank you. 15 

MR. REESE:  YouPre welcome.  Any 16 

other questions?  Thanks.  I now put the motion to 17 

the shareholderPs of Callidus.  The scrutineers 18 

shall distribute ballots, the secretary will give 19 

instructions regarding the use of the ballots. 20 

MR. RILEY:  Mr. Scrutineer please 21 

distribute the ballots.  To complete your ballots 22 

mark an X in the box opposite the word OforP if you 23 

are in favour of the motion.  If you wish to vote 24 

against the motion mark an X in the box opposite 25 

1566

1589



12 

A.S.A.P. Reporting Services Inc. 
(613) 564-2727 (416) 861-8720

the word OagainstP.  Then sign your name, and if 1 

you are a proxy holder indicate the name of the 2 

shareholder for whom you are a proxy and confirm 3 

the number of voting shares you or your ballot 4 

represent. 5 

MR. REESE:  Will the scrutineer 6 

please collect the ballots and report to me as soon 7 

as possible.  The meeting will recess briefly while 8 

the ballots are being counted. 9 

RECESS 10 

UPON RESUMING 11 

MR. REESE:  I have now received 12 

the scrutineerPs report.  I declare the following 13 

persons to have been duly elected as directors of 14 

the Corporation, Newton Glassman, Jim Riley, Tibor 15 

Donath, David Sutin, and Bradley W. Ashley.  I 16 

declare the motion to approve the resolution in the 17 

form set out on page 37 of the Management 18 

Information Circular regarding the proposed renewal 19 

of the incentive plan, carried.  I declare the 20 

motion to approve the resolution of form set out on 21 

page 53 of the Management Information Circular to 22 

approve the Bluberi transaction, carried.  I now 23 

call for a motion of the conclusion of the formal 24 

business of this meeting.  We will then provide an 25 
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opportunity for questions and answers. 1 

MR. NOHDOMI:  I hereby move for 2 

the conclusion of the business of this meeting. 3 

MR. REESE:  May I have a seconder? 4 

MR. HO:  I second the motion. 5 

MR. REESE:  Thank you.  I now put 6 

the motion to the shareholders of Callidus, would 7 

all those in favour please signify your approval by 8 

raising your hands.  Contrary, if any?  I declare 9 

the motion carried, and the business of the meeting 10 

of shareholderPs of Callidus concluded.  Thank you 11 

for attending todayPs meeting, and we are available 12 

to have a brief question and answer session and 13 

will be looking the number on the Bluberi 14 

impairment.  So, IPll get that.  So, the answer to 15 

the question about the Bluberi impairment itPs in 16 

our MDNA for the year on page 14.  We did take an 17 

impairment against the goodwill of Bluberi of 24.5 18 

million at the end of 2018.  So, 24.5. 19 

UNIDENTIFIED SPEAKER:  24.5. 20 

MR. REESE:  Yeah. 21 

UNIDENTIFIED SPEAKER:  So, how 22 

much will constitute recovery then if the deal 23 

closes as proposed? 24 

MR. REESE:  IPd have to do the 25 
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math, itPd be very minor, if any.  Because it was 1 

carried -- Basically the valuation was pretty close 2 

to matching the valuation that we were using to 3 

carry Bluberi on our books. 4 

UNIDENTIFIED SPEAKER:  And that 5 

impairment was as of December 31, 18? 6 

MR. REESE:  Correct.  Correct. 7 

UNIDENTIFIED SPEAKER:  Why would 8 

that impairment have been taken at that time in 9 

view of the transaction on the table now? 10 

MR. REESE:  They didnPt have this 11 

transaction on the table, and the two things would 12 

be independent.  The valuationPs going to be the 13 

valuation.  We go through that process with a 14 

external valuation firm with our own auditors, the 15 

audit committee, etcetera.  So, that was the value 16 

that was determined at that time. 17 

UNIDENTIFIED SPEAKER:  That was 18 

only six-months ago, I mean, itPs a... 19 

MR. REESE:  Correct. 20 

UNIDENTIFIED SPEAKER:  TherePs a 21 

real inconsistency there on itPs face.  I think 22 

that shouldPve been disclosed. 23 

MR. REESE:  The carry value of 24 

Bluberi and impairment is disclosed, itPs in our 25 
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MDNA at year-end and itPs also in our financial 1 

statements.  So, itPs not -- itPs not that itPs not 2 

disclosed.  ItPs there. 3 

UNIDENTIFIED SPEAKER:  But the 4 

point I asked you, recovery, if any, is not 5 

disclosed. 6 

MR. REESE:  IPd have to go through 7 

and do the math but itPs pretty, my recollection, 8 

and IPll look into the exact number, is itPs very 9 

close to our carry value of the asset in terms of 10 

the transfer value.  Are there any other questions? 11 

 Yeah? 12 

UNDENTIFIED SPEAKER:  And I wonder 13 

if somebody else has a question, I have another 14 

question... 15 

MR. REESE:  Okay. 16 

UNIDENTIFIED SPEAKER:  I note that 17 

Newton has attended I think eight of nine board 18 

meetings, IPm aware of the fact hePs on medical 19 

leave, when is it expected that hePs going to 20 

return?  Obviously, hePs functioning at some level 21 

if hePs attended eight or nine, nine or ten, 22 

whatever the number was, board meetings. 23 

MR. REESE:  HePs continuing his 24 

recovery and he is still functioning as chair of 25 
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the credit committee.  And we do see him on a 1 

fairly regular basis, but his prime focus is making 2 

sure that hePs recovering from his surgeries. 3 

UNIDENTIFIED SPEAKER:  When you 4 

say seeing him, does that mean he comes in the 5 

office? 6 

MR. REESE:  He does come into the 7 

office. 8 

UNIDENTIFIED SPEAKER:  How 9 

frequently? 10 

MR. REESE:  It depends on how many 11 

procedures hePs having and his other commitments.  12 

But he does phone in for the meetings that we need 13 

him at, he does respond to emails.  So, he is 14 

functioning as chair of the credit committee and 15 

his other duties. 16 

UNIDENTIFIED SPEAKER:  Is there 17 

currently any estimate as to when the medical leave 18 

will end? 19 

MR. REESE:  No.  No.  I donPt know 20 

the answer to that, we donPt have a firm date.  Oh, 21 

sorry. 22 

UNIDENTIFIED SPEAKER:  I was 23 

wondering if you could address the issue of your 24 

suspension of the quarterly conference calls.  Some 25 
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other companies of your size that donPt have 1 

[Indiscernible] annuals [Indiscernible] they still 2 

continue to have the calls.  Have you talked about 3 

your decision to suspend them? 4 

MR. REESE:  Our decision actually 5 

was specifically paged to the fact we didnPt have 6 

equity coverage.  But if it is something that the 7 

shareholders would like to see wePll definitely 8 

consider reconstituting them. 9 

UNIDENTIFIED SPEAKER:  I think 10 

given the lack of information from the company itPs 11 

really [Indiscernible] source that we require. 12 

[Indiscernible] 13 

MR. REESE:  Okay, wePll definitely 14 

reconsider that, thank you. 15 

UNIDENTIFIED SPEAKER:  I would 16 

second the point. 17 

MR. REESE:  Understand.  I know 18 

wePve also had some issues, just on that topic, I 19 

think, folks have reached out through our investor 20 

relations, and so wePre trying to make sure that we 21 

respond to those in more a timely fashion.  I think 22 

therePs been some times were a couple things have 23 

slipped through the cracks, so IPll just -- If 24 

people want to get a hold of me if therePs a 25 

1572

1595



18 
 

 
 
 
  
      A.S.A.P. Reporting Services Inc. 
(613) 564-2727 (416) 861-8720 

question, or any of the management team, feel free 1 

to give us a shout directly or email, so IPll try 2 

and get back to you in a timely fashion.  Yes? 3 

UNIDENTIFIED SPEAKER:  What is the 4 

status of the NCIB? 5 

MR. REESE:  The NCIB, given that 6 

wePre still in the privatization discussions we can 7 

do an NCIB.  So... 8 

UNIDENTIFIED SPEAKER:  But that 9 

black-out period has been months and months and 10 

months, it been probably a year now. 11 

MR. REESE:  Yeah, I would think 12 

youPre right at that. 13 

UNIDENTIFIED SPEAKER:  Probably 14 

over a year now. 15 

MR. REESE:  I think it is over a 16 

year.  And wePre just not allowed, under the rules, 17 

to... 18 

UNIDENTIFIED SPEAKER:  IPm well 19 

aware of the rules... 20 

MR. REESE:  Yeah. 21 

UNIDENTIFIED SPEAKER:  ...but I 22 

mean... 23 

MR. REESE:  Yeah, itPs been a very 24 

long time. 25 
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UNIDENTIFIED SPEAKER:  ...thatPs 1 

inordinately long black-out period in terms of 2 

whatPs customary. 3 

MR. REESE:  I agree.  Any other 4 

questions?  Yeah? 5 

UNIDENTIFIED SPEAKER:  Could you 6 

just give us a little colour on how the business is 7 

going?  We really havenPt had much insight so to 8 

speak. 9 

MR. REESE:  Our business we 10 

continue to focus on trying to rejuvenate and 11 

monetize the owned assets we have, and as we saw we 12 

were successful in selling the vast majority of our 13 

position in C&C, C&C lumber [Indiscernible], we 14 

sold the commodity lumber business.  And so, wePre 15 

working with the -- because we still have six owned 16 

subsidiaries, five now I guess since Bluberi just 17 

left.  But we will work to monetize those assets.  18 

And wePre progressing specifically with a couple.  19 

So, wePll see how those goes, how the market 20 

accepts those assets.  And thatPs a -- And a number 21 

of those are longer term, like just as an example 22 

the C&C [Indiscernible] business was a fairly new 23 

business, so theyPd been ramping up their capex, 24 

refurbishing the plans for the [Indiscernible] 25 
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product.  WePre making, by all accounts, good 1 

progress, but itPs still too early to tell if, you 2 

know, were thatPll be.  My guess for that would be 3 

likely a 2020 found realization plus something 4 

dramatically change. 5 

UNIDENTIFIED SPEAKER:  Beyond 6 

those existing five businesses we talking about 7 

hearing new loans? 8 

MR. REESE:  Sure, on the new loans 9 

side wePre continuing to look for new loans.  WePve 10 

seen compression in terms of revenue and what I 11 

mean by that is in the market generally.  So, a 12 

loan that, IPll make this up by example, say four 13 

or five years ago we wouldPve seen an 18 or 20%, 14 

that same loan, a typical loan like that would now 15 

be in the anywhere from 10 to 14%.  So, therePs 16 

loss of liquidity chasing these assets right now.  17 

So, wePve got a committed capital from fund five.  18 

So, we brought growth capital if we see an 19 

appropriate transaction.  And we are having trouble 20 

finding deals at a level that we think matches the 21 

risk.  So, itPs been much slower than we wouldPve 22 

liked.  Yes? 23 

UNIDENTIFIED SPEAKER:  WhatPs the 24 

range of deals that youPre prepared to look at? 25 
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MR. REESE:  In terms of 1 

[Indiscernible] size? 2 

UNIDENTIFIED SPEAKER:  Yeah. 3 

MR. REESE:  Yeah.  Typically, 4 

wePre looking at smaller now, because we want to 5 

rebuild a diversified portfolio.  So, I would say 6 

our target range is probably typically 15 to 25 to 7 

35.  If we saw a deal that we really liked that had 8 

good asset coverage that was larger IPm sure we 9 

would consider it, depending on all the -- all the 10 

factors listed, etcetera.  But if -- To answer the 11 

question more generically, if you were to ask me, 12 

what would I like to see in our portfolio as we 13 

rebuild the portfolio, I would like to see a 14 

diversified portfolio of loans in that 15 to 25 15 

million dollar range.  Just, like, that just seems 16 

to be a good spot. 17 

UNIDENTIFIED SPEAKER:  How many 18 

loans are on the books right now? 19 

MR. REESE:  WePve got six -- So, 20 

five, I believe we have nine loans right now. 21 

UNIDENTIFIED SPEAKER:  All 22 

performing? 23 

MR. REESE:  Most of our loans -- 24 

Actually all of our loans are on the -- we have 25 
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watch list. 1 

UNIDENTIFIED SPEAKER:  All nine? 2 

MR. REESE:  Yes.  So, I want to 3 

verify that number but itPs in that range. 4 

UNIDENTIFIED SPEAKER:  WhatPs the 5 

aggregate amount? 6 

MR. REESE:  The aggregate amount 7 

of the loans is probably around 200 million 8 

dollars. 9 

UNIDENTIFIED SPEAKER:  Canadian 10 

again? 11 

MR. REESE:  All Canadian 12 

[Indiscernible]. 13 

UNDIENTIFIED SPEAKER:  Canadian? 14 

MR. REESE:  Yes. 15 

UNIDENTIFIED SPEAKER:  In terms of 16 

new business, I assume that youPre looking both in 17 

United States as well as Canada? 18 

MR. REESE:  Correct.  Yeah.  We 19 

have an originator in the States on the southwest 20 

coast of the States.  And we have one of our 21 

Canadian originators who spends a lot of time in 22 

the U.S., and we have a Canadian originator as 23 

well. 24 

UNIDENTIFIED SPEAKER:  What about 25 
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any other countries or continents? 1 

MR. REESE:  We do, from time to 2 

time, see -- like wePll find a client, just as an 3 

example, either in Canada or the U.S. that might 4 

have a plant outside of Canada and the U.S. and we 5 

will look at those deals from time to time.  And we 6 

have done them in the past. 7 

UNIDENTIFIED SPEAKER:  So, do we 8 

[Indiscernible] have nine loans outstanding, have 9 

you [Indiscernible] your capacity, or brought in 10 

costs proportionate to that, or? 11 

MR. REESE:  Yeah, we have our -- 12 

Our head count has probably come down in around 13 

numbers by about seven, wePre probably around just 14 

under 30 or around 30, and ballpark wePre down 15 

about seven people, and wePll continue to look at 16 

cutting costs.  Yes? 17 

UNIDENTIFIED SPEAKER:  In past 18 

youPve said that loans that go into work-out 19 

generally will eventually come out of work-out and 20 

youPll recover all costs and, you know, be whole, 21 

versus had the loan just gone to maturity and been 22 

repaid.  You have five businesses on your books, 23 

how is the fixing up of those businesses going, and 24 

do you think youPll be successful recovering all 25 
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costs?  Or should we expect... 1 

MR. REESE:  I think just using the 2 

two that we recently transacted on, being C&C and 3 

Bluberi, both of them, through the course of their 4 

life, have had some impairments.  One the C&C side 5 

we sold that position, basically, at within a few 6 

million dollars of our costs.  And the same would 7 

be true -- Sorry, let me more clear, when I say 8 

costs IPm taking about our current net carry value. 9 

 And so, the same would be true of Bluberi, again, 10 

it would be within millions of dollars of our carry 11 

value.  So, what we have seen is wePve seen 12 

companies that, unfortunately, have not -- wePve 13 

not been able to rebuild them, and we may well end 14 

up selling some companies at a loss.  So, we may 15 

not be able to recover all of our original 16 

investment in a company.  Our goal is to obviously 17 

try and do that and in the case of owned-entities 18 

try to exceed that, but that isnPt always possible. 19 

UNIDENTIFIED SPEAKER:  And thatPs 20 

common as referable to the five, or the owned 21 

subsidiaries? 22 

MR. REESE:  Correct.  Correct.  23 

And as loan, we can only ever recover our maximum 24 

loan amount.  We do have one ending, which is not 25 
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publicly disclosed, which is -- and this is loan, 1 

that is looking at -- they should -- the owners of 2 

that company are looking at selling it and the 3 

companyPs been preforming reasonable well.  And if 4 

they sell it at the levels they think, we could 5 

recover all the money in that instance, so.  And we 6 

did have a repayment, I would think, where we were 7 

19, so last year, the repayment we had on -- yeah, 8 

so we have had a loan repaid in full.  So, which is 9 

good, obviously.  Yes? 10 

UNIDENTIFIED SPEAKER:  So, whatPs 11 

likely going forward is additional loan write-12 

downs? 13 

MR. REESE:  Yeah, I would 14 

anticipate with our portfolio we have that we would 15 

see some loan loss provisions, we always trying to 16 

trim those and reduce them where we can, and where 17 

it makes sense.  But I think that we still have 18 

some problems in our portfolio that will likely 19 

lead to some loan loss provisions. 20 

UNIDENTIFIED SPEAKER:  And this 21 

will make it difficult to keep your book value 22 

above zero? 23 

MR. REESE:  We do have, if you 24 

recall, that we put a feature in the liquidity 25 
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support from the Catalyst funds in March, where we 1 

have a conversion feature where if our book value 2 

falls below 20 we can -- 20 million, we can convert 3 

part of the bridge loan to pref. shares.  So, wePll 4 

have a positive book value.  Yes? 5 

UNIDENTIFIED SPEAKER:  How long 6 

ago was the closing of the last loan that you 7 

completed? 8 

MR. REESE:  It was probably right 9 

around a year ago.  I think it was probably 10 

actually July -- I think it was July 15th of last 11 

year. 12 

UNIDENTIFIED SPEAKER:  In the past 13 

therePs been extensive discussion about a so-called 14 

pipeline in... 15 

MR. REESE:  Our pipeline is much 16 

reduced, much reduced from where it was.  And I 17 

think a lot of that ties to the transactions that 18 

wePre looking at, the dollar size, where our own 19 

rate hurdles are in terms of where we think risk 20 

is.  And also, clearly our name has been -- itPs 21 

harder for our originators to find deals given the 22 

recent performance of the company. 23 

UNIDENTIFIED SPEAKER:  Is that 24 

referable to the litigation specifically? 25 
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MR. REESE:  No, not specifically 1 

itPs -- we have not performed well over the last 2 

couple of years, and so as a prospective lender if 3 

youPre looking across the board of potential 4 

companies that you could borrow money from, you 5 

know, itPs more challenging for us.  And so, thatPs 6 

one of the things that we look at and if it does 7 

become semi-problematic, wePll just make up a 8 

broken sample.  If we think our risk is at 12% 9 

where, I guess, a big market risk.  If other, say a 10 

couple [Indiscernible] are there at 12% it may be 11 

harder for us to actually win that business, so we 12 

may well have to redo this.  We may look and say is 13 

that a deal we really want to do, do we want to, 14 

you know, how can we win that, therePs a variety of 15 

ways in addition to just price, because look at 16 

term, structure, price, etcetera to try and win a 17 

transaction.  But we want to make sure that wePre 18 

matching the perceived risk with our return so that 19 

we can rebuild the portfolio in a diversified 20 

performing portfolio. 21 

UNIDENTIFIED SPEAKER:  So, youPre 22 

finding youPre losing the so called beauty contest 23 

then? 24 

MR. REESE:  Yeah, and thatPs not -25 
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- no different than when we were doing very well, 1 

we lose it from time to time, I just think thatPs, 2 

my own personal view is that itPs tougher now for 3 

us than it was, say, four years ago. 4 

UNIDENTIFIED SPEAKER:  And do you 5 

expect that -- anything to change positively in the 6 

future? 7 

MR. REESE:  Yeah, I think... 8 

UNIDENTIFIED SPEAKER:  9 

[Indiscernible]. 10 

MR. REESE:  Yeah, I think to 11 

actually do transactions inventive, you know, itPs 12 

a positive momentum, and I think that the advisors 13 

that we use to source transactions, if they see us 14 

in the market doing transactions then theyPre more 15 

likely to show us more deals.  Yes? 16 

UNIDENTIFIED SPEAKER:  There was 17 

one solicited offer from one of your minority 18 

shareholders in Q4.  Can you give us an update on 19 

[Indiscernible]? 20 

MR. REESE:  That is continued and 21 

as you likely know, if that were to stop, wePd have 22 

to publicly announce that discussions have stopped 23 

and then wePd be out of a black-out.  And those are 24 

continued, and I donPt think I can say I whole lot 25 
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more then that. 1 

UNIDENTIFIED SPEAKER:  And in 2 

absence of the black-out period, would you commence 3 

the NCIB? 4 

MR. REESE:  ItPs be up to the 5 

board, I donPt -- we havenPt asked that question 6 

any time recently, so I donPt have an answer. 7 

UNIDENTIFIED SPEAKER:  Is there 8 

any restrictions that would prevent you from doing 9 

something? 10 

MR. REESE:  IPd have to look into 11 

it, not that IPm aware of on the surface. 12 

UNIDENTIFIED SPEAKER:  How long is 13 

the current NCIB good for before renewal? 14 

MR. REESE:  Typically, they run a 15 

year, and I honestly canPt recall the last time we 16 

renewed.  I know we renewed it, but I donPt -- is 17 

it a date that -- pardon? 18 

UNIDENTIFIED SPEAKER:  ItPs 19 

expired. 20 

MR. REESE:  Oh, pardon me... 21 

UNIDENTIFIED SPEAKER:  We donPt 22 

have [Indiscernible] itPs expired. 23 

UNIDENTIFIED SPEAKER:  When? 24 

UNIDENTIFIED SPEAKER:  May I 25 
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believe. 1 

MR. REESE:  IPm sorry, so I 2 

misspoke, so the NCIB did expire, thanks John. 3 

UNIDENTIFIED SPEAKER:  Is that -- 4 

Is there an intention to renew it? 5 

MR. REESE:  If wePre out of a 6 

privatization discussion we would likely be one of 7 

the options that we would -- one of the 8 

alternatives that we would consider.  I want to say 9 

that [Indiscernible] consider. 10 

UNIDENTIFIED SPEAKER:  I donPt 11 

want to monopolize but IPve got another question. 12 

MR. REESE:  Sure. 13 

UNIDENTIFIED SPEAKER:  Has any 14 

update on the Venezuelan situation given the size 15 

of the lose that was taken on that... 16 

MR. REESE:  We have -- I will say 17 

this IPm fairly sure that we just talked about a 18 

private South American country, so IPll stay with 19 

that phraseology, and we have no update, we have 20 

taken significant provisions against that potential 21 

and I donPt know whatPs going to happen.  WePre 22 

maintaining the optionality of the contract, but 23 

itPs tough to figure out what might happen there. 24 

UNIDENTIFIED SPEAKER:  My 25 
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understanding is all the equipment was moved to the 1 

United States, is that true? 2 

MR. REESE:  The equipment never 3 

left, so there was -- the equipment that was slated 4 

to go to South America never left, so it was always 5 

in the States, just to be clear.  And just on that 6 

topic we werenPt going to move equipment unless we 7 

had extradition insurance and A/R insurance and a 8 

whole bunch of... 9 

UNIDENTIFIED SPEAKER:  So, if the 10 

equipment never moved those contracts must not have 11 

commenced operational, I mean, they might have been 12 

contractually... 13 

MR. REESE:  Yeah, thatPs correct. 14 

UNIDENTIFIED SPEAKER:  But 15 

operationally there was zero operation. 16 

MR. REESE:  ThatPs correct, yeah. 17 

The contracts were signed on the -- which is not 18 

uncommon... 19 

UNIDENTIFIED SPEAKER:  20 

[Indiscernible] 21 

MR. REESE:  We never -- the 22 

[Indiscernible] never made it.  Any other 23 

questions?  If there are no other question, thank 24 

you so much for the attention.  Please join us for 25 
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refreshments and IPm happy to answer other 1 

questions.  Thank you 2 

--- Whereupon the proceedings adjourned.3 

1587

1610



EXHIBIT 6 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1588

1611



GOVERNMENT & POLITICS 
Missouri employee pension says firm had lobbyist, lawmaker apply pressure on lawsuit  
BY STEVE VOCKRODT 
JANUARY 27, 2021 05:00 AM, UPDATED JANUARY 27, 2021 08:26 AM 
 
A cleaning crew disinfects a railing inside the Missouri Capitol rotunda Monday, April 27, 2020, 
in Jefferson City. 
A cleaning crew disinfects a railing inside the Missouri Capitol rotunda Monday, April 27, 2020, 
in Jefferson City. JEFF ROBERSON ASSOCIATED PRESS FILE PHOTO 
 
A Canadian private equity firm accused in a lawsuit of mishandling investments by Missouri’s 
largest public pension hired a lobbyist to influence key legislators and put pressure on the 
pension outside of court proceedings, a top pension official claimed in testimony last week. 
 
Catalyst Capital Group hired Missouri lobbyist Richard McIntosh after the Missouri State 
Employees’ Retirement System sued the firm in October. Ronda Stegmann, MOSERS executive 
director, testified in a court hearing that McIntosh then tried to set up a meeting with Stegmann, 
two legislators and Catalyst executives. 
 
Companies routinely hire lobbyists to influence lawmakers on legislation and policies they 
consider. Less common is the involvement of a lobbyist around ongoing litigation. 
 
Stegmann said in the court hearing that Rep. John Wiemann, House Speaker pro tem and a 
member of the pension’s board of trustees, called her in late October. 
 
Wiemann told her he had received a call from McIntosh asking about the lawsuit. The next day, 
McIntosh called again to invite Wiemann to attend a meeting in early November in the office of 
Sen. Bob Onder, the chairman of the Senate Health and Pensions Committee, and executives of 
Catalyst Capital Group. 
 
Get unlimited digital access 
Subscribe now for only $1 
 
CLAIM OFFER 
 
Stegmann testified that she, too, received a call from Onder’s office, asking her to attend the 
same meeting. 
 
Those phone calls came days after MOSERS sued Catalyst for steering investments into a 
troubled lending business, marking a rare step for the $8 billion pension that pays benefits to 
more than 51,000 retirees from Missouri state government. 
 
Stegmann and Wiemann both declined to attend the meeting, citing the existence of the lawsuit. 
Typically parties involved in litigation do not speak with one another outside of court 
proceedings, except through their attorneys of record. 
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“I don’t want to say what he did was appropriate and I don’t want to say what he did was 
inappropriate,” Wiemann said. “What he did when he called me was not illegal. He certainly can 
call me. When I told him I couldn’t talk about it, that was the end of the conversation.” 
 
While the meeting never occurred, Onder in December wrote a letter to Stegmann, quizzing her 
about MOSERS’ legal strategy and asking to see the itemized legal invoices it was sending to the 
law firm representing the pension. Onder said Catalyst had also offered to let him review a 
sealed document filed in the lawsuit that represented the private equity firm’s account of the 
issues in the case, and requested MOSERS’ permission for Onder to see it. 
 
Transfer of Power 
A special newsletter from our D.C. Bureau focused on transition to the Biden administration. 
 
Enter Email Address 
SIGN UP 
This site is protected by reCAPTCHA and the Google Privacy Policy and Terms of Service 
apply. 
 
Stegmann testified that she was not keen on letting Onder see the itemized legal bills because she 
said someone could get a sense of MOSERS’ legal strategy. She replied to Onder that she would 
agree to Catalyst’s offer to view the sealed document only if MOSERS could brief Onder on its 
side of the case. 
 
Stegmann said the lobbying put her in an “impossible position.” She said she would ordinarily 
meet with Onder, whose position on the Senate pension committee gives him influence over 
MOSERS. The pension also tries to maintain close ties with lawmakers because it relies on 
funding from the Missouri General Assembly — more than $32 million in 2020 alone — to fully 
fund the pension. 
 
But the lawsuit prevented that, she said. 
 
“It troubled me that he (Onder) was getting this information and there was pressure being put on 
us because we like to operate in a method of transparency and communication with Missouri 
General Assembly members,” Stegmann testified. “And this put us in an impossible position to 
do that.” 
 
Onder, a Lake St. Louis Republican, did not respond to a message left with an aide seeking an 
interview. 
 
McIntosh did not respond to an email with questions about his lobbying activities. 
 
McIntosh, a prominent lobbyist in the halls of the Missouri Capitol, last year pushed lawmakers 
to make changes to how state universities handle violations of Title IX, a federal law barring 
gender discrimination and establishing how universities police allegations of sexual violence. 
Critics of the proposed changes said they would shift power in favor of the accused and make 
victims more reluctant to come forward. 
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The Star reported that McIntosh’s son had been expelled from Washington University in St. 
Louis as a result of the school’s Title IX process. One of the proposed changes that McIntosh 
pushed for would allow students to appeal Title IX sanctions to the Missouri Administrative 
Hearing Commission, where McIntosh’s wife is the presiding commissioner. 
 
Catalyst said it didn’t hire McIntosh to interfere with litigation, but rather to discuss what it said 
was troubling decisions that MOSERS appeared ready to take. 
 
Rocco DiPucchio, Catalyst’s managing director, testified last week that he was alarmed to learn 
that MOSERS had just $4 million of free cash available at one point last year. He said MOSERS 
had $40 million in outstanding commitments to Catalyst. 
 
DiPucchio also said that MOSERS last year considered not meeting a capital call, which is when 
an investment firm can demand funding that an investor had previously committed to making. 
Missing a capital call can result in a default, which could have hurt MOSERS’ credit rating and 
reputation in private equity markets. 
 
MOSERS ended up making a $15 million capital call in November. 
 
“We felt very strongly that the staff at MOSERS had not fully taken into account the impact that 
the action was going to have on plan members,” DiPucchio testified. 
 
Larry Friedman, a Thompson Coburn attorney representing MOSERS, said at the hearing that 
Catalyst has “engaged in a pattern of misconduct” and that the pension concluded that it cannot 
trust Catalyst with its investments. 
 
Friedman referred to information about alleged Catalyst attempts to influence litigation 
elsewhere, outside the courtroom. 
 
Catalyst, according to published reports, was tied to an unsuccessful scheme by Israeli 
intelligence firm Black Cube to have its operatives covertly bait a Canadian judge into making 
anti-Semitic remarks. That judge had presided over a long-running lawsuit involving another 
Canadian asset manager and the scheme was said to have been an effort to show that the judge 
was biased against Catalyst, whose founder Newton Glassman is Jewish. 
 
Black Cube is the firm hired by disgraced film mogul Harvey Weinstein to undermine actresses 
who came forward with allegations that he sexually preyed upon them. 
 
Catalyst would not answer questions by The Star about Black Cube or the MOSERS litigation. 
Catalyst’s attorney, Chuck Hatfield, objected to the Black Cube references by Friedman, calling 
the discussion “patently unfair to us.” 
 
Catalyst’s troubles in Canada surfaced publicly in 2016 and 2017. MOSERS declined to answer 
questions from The Star, citing the ongoing lawsuit, about whether it monitored its investment 
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advisers like Catalyst, and why the controversies it pointed out in its lawsuit didn’t prompt 
MOSERS to act sooner. 
 
MOSERS did not answer most other questions about its financial condition. 
 
Stegmann in her testimony acknowledged that MOSERS could not have covered a capital call on 
a cash basis when it had $4 million in cash, although she said the pension could have used other 
liquid investments to cover a capital call. 
 
Catalyst’s DiPucchio said that “raises a very significant concern in my mind.” 
 
“It means fundamentally that you have to liquidate other positions to fund commitments,” he 
said. 
 
MOSERS said that at the time it had $4 million in cash, it also had investments in cash 
equivalents, custodial bank cash and currency worth more than $2 billion. 
 
“I have not had any concern at this point in time that MOSERS would be unable to meet its 
financial obligations, period,” said Wiemann, the House representative on MOSERS’ board of 
trustees. 
 
He allowed that MOSERS faces some difficulties that also face other state pension systems. 
 
MOSERS has been through three different chief investment officers since 2015. Its assumed rate 
of return on investments has declined. In fiscal year 2020, that rate was 6.95%, according to its 
annual financial report, down from 7.65% in 2016. 
 
“Every time you lower that assumed rate, that makes the obligation for the state of Missouri go 
up,” Wiemann said. “So the state has had to put more money into the pot.” 
 
In 2019 MOSERS was 63% funded, a figure that represents the assets it has to pay benefits to 
current and future retirees. 
 
In general, pensions 70% funded or higher are considered above average, while those below 60% 
are considered in a weak position, according to Fitch ratings. 
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Steve Vockrodt is an award-winning investigative journalist who has reported in Kansas City 
since 2005. Areas of reporting interest include business, politics, justice issues and breaking 
news investigations. Vockrodt grew up in Denver and studied journalism at the University of 
Kansas. 
  COMMENTS   
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From: Kevin Baumann <pekiskokb@gmail.com> 
Date: January 29, 2021 at 9:16:27 AM MST 
To: Kelly Hannan <khannan@lawsonlundell.com> 
Subject: Re: Callidus litigation 

Yes of course that is your position, it is your clients forte to be involved in multiple claims yet refuses to provide 
disclosure unless ordered , and even then disclosure is challenged or twisted as in the case of the yield 
enhancement. 
It is absurd for you to state your client has disclosed ,  a simple further example is the Middle East Billion Dollar 
drilling  contract which Sinclair purportedly negotiated on my behalf,  there is one email relating to it within your clients 
disclosure . 

Kevin Baumann  
 
 
On Jan 29, 2021, at 8:57 AM, Kelly Hannan <khannan@lawsonlundell.com> wrote: 

 
Hi Kevin 
  
As I have told you before, Callidus’ position is that it has produced all records that are relevant and 
material to the action.  The records you seek either don’t exist or are not relevant and material to the 
issues in the action.     
  
If you intend to bring the applications that you have threatened below, then you can serve your filed 
materials on me by email. 
  
Thank you, 
Kelly 
  
From: Kevin Baumann <pekiskokb@gmail.com>  
Sent: Thursday, January 28, 2021 6:32 PM 
To: Kelly Hannan (4541) - 11Flr <khannan@lawsonlundell.com> 
Subject: Callidus litigation 
  
[THIS MESSAGE ORIGINATED FROM OUTSIDE OUR FIRM] 

 
 
 
 
Kelly  
It has been almost 7 years since I entered into the Callidus loan which was purported to be an 
asset backed loan, within the Alken loan in good faith i consented to a caveat on personal 
property and provided a guarantee which still exists after almost 7 years  . As you know within 
all of the litigation I successfully defended a summary judgement attempt, it’s appeal before 
Justice Wilson , obtained an endorsement relating to Alken , and obtained an order from Master 
Robertson for your client to disclose the name in which the $32 Million Dollar enhancement 
related to . The complexity of matters even resulted in a Justice stating within a ruling that the 
litigation between the parties is a complex web of litigation. 
  

1596

1619



As you know Since  obtaining the Alken endorsement your client has refused to produce which 
would allow both parties to move the guarantee action forward which is my desire. 
  
Since that time there have been several developments and additional evidence which has became 
available which supports the amendment of my Alberta counterclaim and the adding of certain 
parties. 
  
First off your client within its IPO and my Alken loan purported that it loaned on asset value, ie , 
was an asset backed lender. As evidence now supports within your clients Q2 2016 earnings call 
transcripts your clients business was based on seizing assets via oppression. This is also 
confirmed within your clients meeting minutes of its last shareholders meeting as a public 
company , it is clear from these documents as well as an OSC decision to disallow future yield 
enhancements promoted by Callidus that loaning funds was a facade in order to seize assets for 
financial gain . I highly recommend you review these documents and keep in mind I cannot 
locate a single borrower which entered into a yield enhancement agreement with your client as 
asserted within the earnings call transcripts  . 
  
As ordered by Master Robertson  your client was to provide the company name which the $32 
Million enhancement related to . This was provided to my counsel Scott Venturo Rudakoff  by 
you as being Horizontal well Drillers , in addition your client representative has since  provided 
testimony under cross examination that it was Horizontal. 
  
Unless you can explain otherwise I believe perjury has been committed. As you may be aware 
MOSERS , THE MISSOURI STATE EMPLOYEE RETIREMENT SYSTEM has brought an 
action to conduct an accounting and most likely seize certain assets of Callidus’ parent Catalyst , 
within the clause  # 112 of the claim , I ask how could your client obtain a yield enhancement on 
Horizontal 2 years prior to advancing funding ? , I strongly suggest you review this claim and 
provide me an explanation if there is one . 
  
In addition , news releases directly from PDVSA confirm there was no contract in place at the 
time of the yield enhancement in Q2 2016 . Therefore the assertion that the enhancement related 
to Horizontal appears to be untrue . 
  
Where I stand now is your client has refused to disclose , and has ignored numerous requests for 
disclosure to bring matters forward . Even more concerning your client has testified that Callidus 
has been wound down and the go forward entity is Frontwell Capital Partners which is owned by 
basically the same shareholders. I believe this was done to shield against the multiple claims and 
counterclaims against your client and to usurp the court process, which I consider a complete 
abuse of process as I have spent millions of dollars litigating against your client while a caveat 
remains on my Alberta real estate and I sit with a claim against Callidus that I understand is 
unable to satisfy a judgement against it . 
  
As you know your client was involved in a sting which was conducted on Ontario Justice 
Newbould, the sting was an attempt to alter a case which at the time was before the Ontario 
courts . It has came to my attention that I was named in certain sting missions material as a target 
, therefore I demand full disclosure relating to your clients conduct. 
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I have done all I can with providing good faith notice to bring matters forward and if I do not 
receive a reasonable response within 48 hours I will be advancing motions for security for costs 
and leave to amend and add certain parties. 
  
In addition the following is a request list of relevant and material records which I’m asking for , 
if I do not receive , I will be forced without further notice to bring an additional motion to 
compel production as they are relevant to this action . 
  
The records and information are as follows  
  
- all correspondence ,records digital or hard copy , correspondence between your client 
and  Black Cube, PSY Group , Derrick Snowdy, Phil Elwood and any other party with 
knowledge of this matter where I or my family is referenced as a target  .  
- The true yield enhancement information including the purported option relating to the 32 
million enhancement  , and independent yield enhancement valuations  
- All emails and communications  between Sinclair and his company and Callidus 
representatives 
- All communications including emails relating to Sinclair, Alken, Altair , MNP  
- All information including emails relating to the Middle East contract and records as defined in 
its broadest scope  
- proof of satisfactory assets of Callidus to satisfy a judgement  
  
All other items requested in the past plus all relevant material information and records. 
  
As per your professional conduct obligations I expect a response  
  
Sincerely  
Kevin Baumann  
  
From: Kevin Baumann <pekiskokb@gmail.com> 
Date: December 4, 2020 at 10:16:40 AM MST 
To: Kelly Hannan <khannan@lawsonlundell.com> 
Cc: Darla Rathwell <dar7916@gmail.com> 
Subject: Re:  Callidus litigation 

 
Kelly 
  
As per my multiple requests for disclosure I require the Dalton report. The Dalton remediation 
reports existence and purpose was publicly disclosed in Callidus’ public disclosure , this report 
was described by Callidus as being prepared by mr Dalton , as then CEO for the board of 
Callidus . The report was not prepared for counsel or in contemplation of litigation and is 
therefore not privileged .  
  
The report therefore is directly relevant to the issues in my Callidus Alberta case and the various 
interlocutory proceedings . As such please produce the Dalton report in addition to all other 
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previously requested records by 4 pm Monday December 8 th , failing which I intend to bring a 
motion to compel production and move to bring a contempt of court hearing on the basis that 
your client is and has withheld relevant information from the court relating to the preservation 
order and other proceedings .  
  
Yours truly  
Kevin Baumann  
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2/1/2021 Gmail - Callidus litigation

https://mail.google.com/mail/u/1?ik=19b035b274&view=pt&search=all&permmsgid=msg-f%3A1683378272817728968&simpl=msg-f%3A1683378272817728968 1/30

Kevin Baumann <pekiskokb@gmail.com>

Callidus litigation

Kevin Baumann <pekiskokb@gmail.com> 14 November 2020 at 15:57
To: Kelly Hannan <khannan@lawsonlundell.com>
Cc: Darla Rathwell <dar7916@gmail.com>

 Mr Hannan 
It is clear at this point that  i  will not receive consent from your client  to add Catalyst and Frontwell to the Alberta claim , as your client has not been
accommodating in any manner whatsoever , hence the reason there has been in excess of 20 applications relating to the Alberta action alone at a
cost to me of Millions of dollars , even though I successfully defended your clients summary attempt and appeal.

For the record I consider it an extreme abuse of process for your client to have transferred its assets to Frontwell and I hereby demand  Callidus and
Catalyst consent  to Frontwell and Catalyst being added to the Alberta claim . For the record Mr Hannan , considering recent testimony your client
was not a going concern or actively conducting business and in fact was being wound down at the time you represented to the court in Calgary
relating to the preservation motion that they were actively doing business, This shall serve as notice that if I do not receive proof that your client
Callidus has sufficient security assets to satisfy an award by December 3  , 2020 , and receive consent to add Catalyst and Frontwell , an application
for security for costs will be brought in Calgary , the security will be for in excess of $2,000,000 , this amount includes to date and reasonable
conclusion estimates .

The  submission will include an application, an affidavit, and an additional sealed submission for the courts consideration relating to your clients
conduct.

Happy to discuss 
Kevin Baumann 
403-505-7784 

On Nov 10, 2020, at 10:13 AM, Kevin Baumann <pekiskokb@gmail.com> wrote: 

 Mr Hannan
To date two Callidus witnesses confirmed under oath that Callidus has been stripped of its assets , and that Callidus was no longer a
going concern . I have great concern that your client has a remaining caveat on my property , will not advance the claim in principle by
refusing to produce , then to top it off Callidus is now void of assets as the assets  have been transferred to another company which
Callidus’ management is involved in .

I demand immediate consent from you to add Callidus’ parent company Catalyst and Frontwell to my counterclaim, failing obtaining
consent I will be seeking to have your clients claim dismissed with full costs and the caveat removed from my property, I do not
consider this to be unreasonable being I defeated your clients summary attempt and appeal and have a legitimate counterclaim which
your client has now   arbitrarily decided my claims success by removing assets to avoid  satisfying a judgement and cost award .

Kevin Baumann 
403-505-7784 

Begin forwarded message: 

From: Kevin Baumann <pekiskokb@gmail.com> 
Date: November 3, 2020 at 9:36:37 AM CST 
To: Kelly Hannan <khannan@lawsonlundell.com> 
Cc: Darla Rathwell <dar7916@gmail.com>
Subject: Re:  Guarantee action, Alken matter,  Disclosure and Emergency applications 

 Mr Hannan

As I wrote many times i am fully prepared to take this case forward as fast as possible once your clients complete
disclosure is received , for the record I am not the party which is slowing matters .

You have my list of items from this email chain  which are relevant that your client has failed to produce and disclose , in
addition the following must be disclosed and produced as well .

1. It has came to my attention that I was part of a spy operative project against a judge and certain  borrowers of your
client including myself , I demand disclosure of all records and communications relating to this matter .

2. It has came to my attention that your client Callidus has been closed up and it’s assets have been transferred to
Frontwell Capital. Proof that your client has assets is required as I do have a substantial counterclaim and it would be
improper for your client to proceed with this action as a shell of a company considering its position at the start of this
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claim , if I do not hear from you relating to this matter an application will be brought to add Frontwell and Catalyst as
Defendants by counterclaim.

Sincerely 
Kevin Baumann 
403-505-7784  

On Sep 21, 2020, at 10:57 AM, Kelly Hannan <khannan@lawsonlundell.com> wrote: 

Mr. Baumann

 

You are the one delaying this matter by refusing to work cooperatively to agree on a litigation
plan.   I’ve made several attempts to put a litigation plan in place with your counsel and then
with you once you became self-represented again.       However, we don’t necessarily need a
litigation plan to move forward.   Please provide me with dates that you are available to be
questioned as part of examinations for discovery.

 

You are also wrong about compliance with Master Robertson’s November 28, 2018 Order (the
“Order”).   Paragraph 1(e) of the Order required that the undertaking at page 64 lines 4-6 of the
transcript of the James Riley February 15, 2018 cross-examination be answered (“Undertaking
13”).   The Order also provided that the response to Undertaking 13 not be filed with the Court. 

 

As you know, the Order was appealed and subsequently withdrawn, and then Undertaking 13
was answered in compliance with the Order.   Undertaking 13 was: “To advise what company
the $32 million yield enhancement related to”.     The response to Undertaking 13 was provided
to your counsel on April 16, 2019   (see correspondence attached to this email). 

 

You wrongly assert the response to Undertaking 13 in that correspondence is false and you
continue to threaten to bring a contempt application.   If that is what is stopping you from
agreeing to a litigation plan or schedule examinations for discovery, then please hurry up and
bring your contempt application so that we can move this litigation forward. 

 

Thank you,

Kelly              

 

From: Kevin Baumann <pekiskokb@gmail.com>  
Sent: Monday, September 21, 2020 7:10 AM 
To: Kelly Hannan (4541) - 11Flr <khannan@lawsonlundell.com> 
Cc: Darla Rathwell <dar7916@gmail.com> 
Subject: Fwd: Guarantee action, Alken matter, Disclosure and Emergency applications

 

[THIS MESSAGE ORIGINATED FROM OUTSIDE OUR FIRM]

Mr Hannan

 

As you are fully aware my former counsel provided you with a litigation plan long ago in hopes of moving
the guarantee action forward to final determination long after i successfully defended your clients summary
judgement application and appeal  , you then responded with changes to the proposed litigation plan , I
then became involved and informed you that I was fully prepared to move forward as fast as possible once
your client resolved a disclosure matter relating to the order of Master A.R. Robertson dated November
13,2018.

 

I have informed you on numerous occasions that the answer that your client provided relating to 1(E) is
deceptive to the court and I and was an outright lie considering the evidence I now have before me . You
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have ignored my multiple requests to provide the proper information as ordered , in addition you have not
even challenged my assertions that your client gave false information and deceived the court and I .

 

In light of the forgoing and considering the fact that this case has been ongoing for 5 years I believe your
client is utilizing abuse of process to avoid bringing this matter to final determination. I want to make it very
clear to you that I do not agree that your client has taken any steps in this action to move forward, ( failure
to provide the proper information relating to an order is not considered moving an action forward).

 

I remind you that as a defendant I have the right to bring an application to strike your clients claim with
costs and for the removal of your clients caveat on my property for breach of documentary disclosure and
production obligations, especially considering there is an order involved whereby I believe the court and I
were deceived . I will be bringing an application to dismiss your clients claim with costs and a contempt
application against your client representative Mr Riley by October 7,2020 if your client does not truthfully
disclose as order and agree to move forward with this action .

 

You are an officer of the court so I remind you that parties who default on documentary disclosure and
production obligations impede the ability of our civil justice system to provide a fair , timely and cost
effective adjudication of civil disputes on their merits . Defaulting conduct promotes the culture of
complacency towards delay decried by the Supreme Court Of Canada .

 

Again Mr Hannan I am fully prepared to move forward with the guarantee action once I receive your clients
true disclosure as ordered . I believe I should not be required to bring a further application to receive the
disclosure which I should have received long ago, my justification to this is there has been approximately
20 applications relating to the parties without one accommodation from your client, I have expended in
excess of $2 Million Dollars which was my retirement, lost addition Millions of Dollars relating to the
Callidus fiasco , all relating to a loan which your client purposely tripped into default, was not in default on
loan call , and during the term of the loan I was not allowed to repay the loan , which is all proven by your
clients own evidence to date .

 

 

Sincerely 

Kevin Baumann 

 

 

 

From: Kevin Baumann <pekiskokb@gmail.com> 
Date: September 14, 2020 at 2:11:25 PM MDT 
To: Kelly Hannan <khannan@lawsonlundell.com> 
Subject: Re:      Guarantee action, Alken matter,  Disclosure and Emergency
applications

Mr Hannan 

 

I  reply with final responses to your email of August 14, 2020 within the following chain .

 

1. Red Deer Property- Yes I am the owner of the property and your client unjustly holds a
mortgage on the property. If your client would act in good faith it would disclose the materials
relating to the guarantee action including the true information relating to the order , then we
could all go forward with this case to final determination rather than abuse the system to
frustrate and drain resources.
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2. As an officer of the court you should be embarrassed to state that information I am seeking
relating to an order is not relevant or material. If your client claims it is not in possession of
some of the materials I’m seeking how about they consent to KPMG , PWC or the National
Bank providing this information to me as Mr Glassman has clearly stated publicly in earnings
transcripts that yield enhancements were in the aforementioned parties possession .

 

3. You should know Mr Hannan that the process starts with disclosure so I demand the
information I have requested on numerous occasions, and upon receipt I’m prepared to go as
fast as possible as this has always been my desire . How about we start with a plan for your
client to produce as ordered  plus the identified deficiencies by September 30, 2020 , and
please don’t give me the excuse again that your client has satisfied disclosure as it has
clearly failed in doing so .

 

My opinion is the court will not be impressed if I’m forced to bring a sealed envelope  non
filed affidavit and application to obtain consent to deal with the deceived answer relating to
the yield enhancement, especially  when your client knew full well that when they were
seeking confidentiality of non filing (sealing ) that it was deceiving the court and I .

 

In closing I truly don’t understand why your client has not attempted to resolve the issues
between us . All matters that your client is suing multiple parties on initiated and relate to
loans such Alken , so information from various actions should and most likely will be brought
into the various actions . It is concerning to review disclosure that your client was fully aware
of an ordered sting/ entrapment of Justice Newbould in an attempt to alter a case , and that I
was a listed party on your clients project of surveillance of multiple parties . To top it off your
clients admission that their is no winner when dealing with them will confirm in Calgary why
Alken was oppressed from the start all in order to obtain an enhancement.

 

I await your reply 

 

Kevin Baumann 

On Aug 14, 2020, at 2:59 PM, Kelly Hannan <khannan@lawsonlundell.com>
wrote:

Mr. Baumann

 

Red Deer Property Damage

Callidus is not the owner of the Red Deer Property.   It holds mortgage
security over that property.   You are the owner and responsible for any
costs associated with the property. 

 

Document Demand

The documents that you have demanded are not relevant or material
to the issues in the Action.   Other than records that either do not exist
or could not be located, all relevant records in the possession or
control of my clients were produced in the Action a long time ago. 

 

Litigation Plan

Do you have any response to the steps in the litigation plan that I sent
to you?   If you agree to enter into a litigation plan, then please let me
know what you think would be reasonable deadlines for the listed
steps.   If you think there are other steps that should be included in the
litigation plan that are not there already, then please let me know what
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those steps are and what deadlines you would propose for the
completion of those steps.    

 

Thank you,

Kelly

       

 

 

From: Kevin Baumann <pekiskokb@gmail.com>  
Sent: Friday, August 14, 2020 9:22 AM 
To: Kelly Hannan (4541) - 11Flr <khannan@lawsonlundell.com> 
Cc: Darla Rathwell <dar7916@gmail.com> 
Subject: Re: Guarantee action, Alken matter, Disclosure and
Emergency applications

 

[THIS MESSAGE ORIGINATED FROM OUTSIDE OUR FIRM]

Mr Hannan 

 

When should I expect a response ?

Kevin Baumann 

On Aug 12, 2020, at 1:47 PM, Kevin Baumann
<pekiskokb@gmail.com> wrote:

Thank you 

Kevin Baumann 

On Aug 12, 2020, at 1:07 PM, Kelly Hannan
<khannan@lawsonlundell.com> wrote:

I am seeking instructions regarding the
condition of the property and your request for
the production of the 5 categories of
information in your email below. 

 

Please note that Catalyst Capital Group is not
my client. 

 

Thank you,

Kelly

 

From: Kevin Baumann
<pekiskokb@gmail.com>  
Sent: Monday, August 10, 2020 4:35 PM 
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To: Kelly Hannan (4541) - 11Flr
<khannan@lawsonlundell.com>
Subject: Fwd: Guarantee action, Alken
matter, Disclosure and Emergency
applications

 

[THIS MESSAGE ORIGINATED FROM OUTSIDE
OUR FIRM]

Mr Hannan 

Just 2 items , do you have a response to my
August 6 emails, and what is your availability over
the next 2 weeks if you have no constructive
resolution to the matters ? .

 

Kevin Baumann 

403-505-7784

Begin forwarded message:

From: Kevin Baumann
<pekiskokb@gmail.com> 
Date: August 6, 2020 at 2:59:15 PM
MDT 
To: Kelly Hannan
<khannan@lawsonlundell.com> 
Cc: Darla Rathwell
<dar7916@gmail.com> 
Subject: Guarantee action, Alken
matter,  Disclosure and Emergency
applications

Mr. Hannan, 

In response to your August 5th email
as attached and other matters there
definitely is an order, this order is
attached for your reference. The
order was pronounced on September
19, 2018. Your client was required to
truthfully identify the entity in which
the yield enhancement related to, as
you are aware your clients answer
relating to the yield enhancement is
incorrect and misleading, it is beyond
belief and all indications show that
you have furthered your clients
untruths. Considering your client
wrote off hundreds of millions of
dollars relating to the Horizontal loan
there is no conceivable way that the
32 million dollar yield enhancement
which your client provided to my
previous counsel and myself as
Horizontal Well Drillers, via yourself
is correct and true. As an officer of
the Court you have an obligation to
confirm that the information you are
putting forth is correct and honest. 

In further reference to your email
myself and my previous counsel have
not been seeking general production
from your client, you very well know
the items we have been requesting
for some time now and your client
has been provided with detailed lists
of these items which I demand your
client disclose. Regarding your final
comments of your August 5th email I
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will not fall into the Callidus trap of
attempting to obtain rightful
information/disclosure which ought to
have been disclosed and to attempt
to obtain this information via refusals
and undertakings. 

Your client has an extreme history of
being involved in multiple lawsuits
that go nowhere which I believe are
solely designed to frustrate and drain
their opponents resources, this is
confirmed by myself expending in
excess of $1.9 million relating to a
claim which had about 20
applications, it was related to a loan
which was not in default on loan call,
I was not allowed to repay the loan, I
beat a summary judgement from the
bench as well and an appeal, in
addition received an endorsement
relating to a company which went
through a receivership process and
the receiver has been discharged
which is extremely uncommon, this
entire fiasco appears to be the result
of a scheme by your client to obtain a
yield enhancement after taking over
my business all in the hope of
Callidus then obtaining a stock price
increase which was subsequently
quashed by the Ontario Securities
Commission on May 15, 2018 and
August 14, 2018 when the OSC
brought sanctions against your client. 

I find it extremely disappointing to be
in litigation with parties that have no
desire to move matters forward,
especially since I beat your clients
summary attempt and appeal on
March 21, 2018 and April 26, 2018 as
per the attached transcripts. 

Mr. Hannan, I find it disgusting that
you are an officer of the Court and
know that your client's scheme is
hidden within its yield enhancement
system which your client has refused
to properly disclose to me in spite of
an order to do so. This information
which is key to the scheme and your
clients past operations has not been
disclosed to the Ontario wolf pack
claim as well by your client against
myself and 24 other parties. 

As you are well aware, I consider
your clients conduct an abuse of
process, much like Justice Newbould
and Justice Hainey did in Ontario as
well as an additional citing of abuse
of process by the Supreme Court. 

You state within your June 22, 2020
email attached within this chain that
at the least a full evidentiary record
should be produced. If this is correct I
request your client immediately
produce the following items which
have been asked for on numerous
occasions. 

1. The yield enhancement reports
and the independent yield
enhancement reports your client
references in its Q2 2016 earnings
transcript. 
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2. The yield enhancement
recommendation report provided by
your client to its auditor KPMG. 
3. The KPMG working papers relating
to the $32 million enhancement. 
4. All emails to and from Scott
Sinclair relating to Alken, the planned
Altair, Altair and the Middle East
opportunities. 
5. All other information which has not
been disclosed to date, please
include all information which we are
aware that does exist such as
Sinclair's email to Janice Jensen on
his termination where he states, "I'll
be back", Sinclair was in fact
reengaged only after Mr. Boyer
stated in his email no further funding
would be advanced unless approved
by Sinclair. Boyer knew full well
Sinclair was terminated as they
communicated regarding his
termination, (a further breach of the
credit agreement) of unreasonably
withholding for no reason other than
to oppress. 

I hereby give your client this final
opportunity to disclose. I believe
under the circumstances and conduct
I should not be required to bring an
application to obtain an order for your
client to produce. If your client fails to
produce the information, some of
which it already skirted around
correctly producing, I will be bringing
and application for the dismissal of
your clients claim with costs and the
removal of the Caveat on my
property or in the alternative an
expedited trial to deal with all matters
considering the public risks relating to
the Red Deer property. 

On the matter of an expedited trial
and the reason for an emergency
application if your client does not
produce and agree to a plan to go
forward as fast as possible, we have
some major public health issues with
the Red Deer real estate that need to
be dealt with. 

As you are aware, I provided your
client security via the Red Deer
property in good faith on March 31,
2014. My property has been
encumbered since this date and your
client has had no regard for my
Rights, I have spent in excess of
$50,000 in maintenance and taxes to
maintain the property while your
client has enjoyed its Caveat and
appears to have no desire to resolve
matters between the parties, I believe
this fact is due to my complains to the
Ontario Securities Commission and
RCMP Commercial Crimes which
resulted in your clients loss of ability
to continue with its yield
enhancement scheme. 

The Red Deer property adjacent to
the City of Red Deer which is within
the County of Red Deer is vacant and
I consider the property development
property since I no longer reside
there. Due to the extreme present
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economy there are a number of
homeless individuals who have taken
up periodic residence on the
property. The bush portion of the
property now consists of a substantial
amount of garbage and hoarded
products resulting from the homeless
parties which can be seen in the
attached photos. 

The county has requested that this
property be cleaned up and secured,
the property contains thousands of
needles, what appears to be a meth
lab and a substantial amount of
garbage and hoarded product. It is
estimated that the cleanup of this
product due to health risk will be
$50,000 - $100,000. Additionally, the
entire perimeter of the property
needs to be secured with a chain link
fence which is estimated to be
$159,000 plus tax as per the
attached quote as well security is
required which is estimated to be
$50,000 per year with daily
attendance. 

Considering your client will not
consent to case management and
provide proper and due disclosure in
order to move matters forward, I
request that your client cover the
costs or dismiss its claim and
discharge its Caveat or consent to an
expedited trial with case
management monitoring the action. 

Mr. Hannan as mentioned I have
expended in excess of $1.9 million
and your client refuses to cooperate
to bring matters to a final
determination as fast as possible,
therefore it would not be prudent of
me to sell additional personal assets
in order to resolve the Red Deer
property issues when there is no end
date in site, I acknowledge that you
stated your clients disclosure
deficiencies can be handled through
refusals and undertakings.
Unfortunately, I know your client well
and they have an extreme history of
being involved in multiple claims and
have a reputation of producing
insufficient disclosure and most often
fight the disclosure of information in
their possession which are believed
to be harmful to their cases.   

I'm more than willing to discuss a
resolution of these matters, failing
which I will be providing you with
correspondence relating to the
booking of emergency applications
and the applications relating to.
Considering Justice Hainey,
Newbould and the Supreme Court
cited abuse of process and credibility
findings in Ontario against your client,
I will not accept any further verbal
assurances relating to disclosure,
therefore if you believe it's time to
disclose the yield enhancement
information, I will only accept
information and confirmation from
Callidus' auditor KPMG or other
independent parties which are not
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close or controlled by your client. I
will be taking direction from the
Courts whether a 3rd party
production report should be obtained
from KPMG or can your clients yield
enhancement disclosure be relied
upon.  

In addition, I consider your main
client as being Catalyst Capital
Group as you are aware Catalyst is
the majority owner of Callidus,
Callidus was privatized in a
transaction whereby Catalyst bought
the remaining shares of callidus. At
the time of this transaction callidus
had negative net asset value,
considering this fact as well as a
demand that I was to meet with
Newton Glassman Catalyst's COO
prior to the closing of the Alken
funding, it is appropriate that Catalyst
be added to this claim. I will be
seeking direction relating to this
matter. 

Sincerely, 
Kevin Baumann 

Kelly Hannan 

Wed, 5 Aug, 12:21 (21 hours ago) 
to me 

Mr. Baumann 

As you likely know from my out of
office replies, I have been on
holidays.  This is my first day back in
the office.  That is the reason you did
not receive a response to your July
20th email below. 

As far as I am aware, there is no
Court Order requiring my client to
produce information about Horizontal
Well Drillers.  There was an
undertaking request to identify the
entity to which the “yield
enhancement” referred to.  That
undertaking request was answered.
 If you disagree, then please send me
a copy of the Court Order that you
are referring to. 

With respect to your emails
demanding general production of
further records, as far as I am aware,
all relevant and material records have
been produced long ago.  If there is a
specific record that you can identify
that is (1) relevant, (2) material, and
(3) not already produced, then my
client will take a look for it.

You have still not responded to my
effort to move the litigation forward
through an agreement on a litigation
plan.  I sent you a proposed litigation
plan in June (see attached email).
 You did not respond to the steps or
the deadlines in that litigation plan.  If
you are agreeable to putting a
litigation plan in place, then I will
send you a new plan with revised
dates. 
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Thank you, 

Kelly 

From: Kevin Baumann
<pekiskokb@gmail.com> 
Sent: Wednesday, July 29, 2020 1:43
PM 
To: Kelly Hannan (4541) - 11Flr
<khannan@lawsonlundell.com> 
Cc: Darla Rathwell
<dar7916@gmail.com> 
Subject: Fwd: Guarantee action and
Alken matter 

[THIS MESSAGE ORIGINATED
FROM OUTSIDE OUR FIRM] 

______________________________
__ 

Mr Hannan 

I never received a response from my
request . There is a court order for
your client to have produced
information relating to the yield
enhancement , your client has stated
under oath that the yield
enhancement of $32 Million did not
relate to Alken , you along with your
colleagues  on behalf of your clients
stated that the yield enhancement in
question related to  Horizontal Well
Drillers , as you know that is an
almost impossibility considering
Horizontal Well Drillers is bankrupt
and received pennies on the dollar
for its assets .It also has no active
operations . 

In the circumstances I am of the
position that your client has perjured
 himself and I will be taking steps in
due course to address this . 

I further take the position that you
have engaged in dishonest conduct
to conceal and further your clients
unlawful conduct and scheme . This
will be addressed as well with the
appropriate authorities . 

You can expect my motions in due
course , in closing your proposal is
unacceptable and rejected . I suggest
to avoid a motion for contempt of
court that your client make proper
disclosure. 

Kevin Baumann 
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Begin forwarded message: 

From: Kevin Baumann
<pekiskokb@gmail.com> 
Date: July 20, 2020 at 10:19:28 AM
MDT 
To: Kelly Hannan
<khannan@lawsonlundell.com> 
Subject: Guarantee action and Alken
matter 

Kelly 

As per the following email chain and
files it is obvious I have been
attempting to move the guarantee
action and Alken matter forward with
minimal success, the subject cases
have  been ongoing for some time
and I believe I have been prejudiced . 

As you are aware I successfully
defended the guarantee action and
it’s appeal by your client as well as
obtaining an endorsement relating to
the Alken matter with limited
disclosure by your client  . I
understand it is your position that
deficiencies in your clients disclosure
can be handled by refusals and
undertakings. 

I strongly oppose your position as it
will be a further waste of time and
resources for me to attempt to obtain
disclosure through refusals and
undertakings when the requested
information ought to have been
disclosed and will most likely lead to
further questioning when I do receive
disclosure  . I recommend your client
produce a further and better affidavit
of records, we adjust the timetable
and we get going forward with the
cases. 

If your client refuses to provide
disclosure which ought to have been
produced I am forced to bring an
application for a further and better
affidavit of records as well as a
procedural order . 

I am fully open to discussing this
situation to move matters forward, in
addition I do not believe  that your
client has taken any past steps to
move matters forward when I have
not even received disclosure which
was due long ago . 

Happy to discuss at any time . 
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Sincerely 

Kevin Baumann 

403-505-7784 

Begin forwarded message: 

From: Kevin Baumann
<pekiskokb@gmail.com> 
Date: July 6, 2020 at 10:12:29 AM
MDT 
To: Kelly Hannan
<khannan@lawsonlundell.com> 
Cc: Darla Rathwell
<dar7916@gmail.com> 
Subject: Guarantee action and Alken
matter 

Kelly 

Upon further review, in addition to the
requested information in my previous
email  I demand information relating
to the following 

1- Callidus representative Scott
Sinclair and his company had an
admitted and contracted duty to
myself , Alken and its stakeholders .
As per the attached email Sinclair
breached his confidentiality obligation
relating to Alken when he was in
discussions with Callidus’ Boyer of a
plan to pay only needed suppliers
going forward in furtherance of
Callidus’ takeover plan which was
months before the receivership filing
without communication with Alken
owners and guarantors  , therefore I
require all Sinclair and Callidus
communications relating to Alken . 

It is more than evident that Sinclair
and Callidus planned to take over
Alken long before the receivership
filing which is also confirmed by
Sinclair failing to conduct 2 financial
year ends which would have allowed
Alken to be sold as a going concern
to anyone other than Callidus  . 

2- When the court docket is reviewed
the first item on this list is a
JUDGEMENT. Did Sinclair consent to
a judgement on behalf of Alken
without communicating or providing
notice to  Alken’s stakeholders ,
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owners and guarantors ? , i have not
received the information relating to
the judgement yet but if this is the
case you have an addition problem . 

3- When Callidus’ disclosure is read
in conjunction with the forensic report
which is being sworn there is a large
discrepancy . There is in excess of
$1,000,000 unaccounted for during
Sinclair’s and Boyer’s involvement,
considering Sinclair’s record with the
OSC and the fact that Boyer is now
being sued by your client for fraud or
misrepresentation relating to loans I
demand a full accounting of the
blocked account and disbursement
account . 

4- An expedited trial is fitting under
the circumstances and I believe it
qualifies  , Your client Callidus Capital
had negative net asset value on its
recent privatization and its parent
company is in obvious financial
distress , that fact combined with the
multiple claims against your client
including the recent one approved by
the Supreme Court of Canada by
Bluberi in the amount of 200 Million
suggests your client could never
satisfy the judgements which are
being sought against it by multiple
parties . 

5- As per the multiple attached
emails it is evident I have attempted
to move the guarantee action and
Alken matter forward with next to no
assistance by your client. This is an
obvious strategy by your client which
files multiple claims against parties
yet fails to bring them to final
determination most often through non
disclosure , much like the Ontario
action where I’m named in a 450
Million claim where your client has
failed to produce by December
31,2019 as per a court order . 

I need to know your clients position
immediately, failing which I will be
bringing certain applications before
the Calgary court . It’s time to
conclude this mess which has gone
on long enough. 

Sincerely 

Kevin Baumann 

From: Kevin Baumann
<pekiskokb@gmail.com> 
Date: July 3, 2020 at 7:53:34 PM
MDT 
To: Kelly Hannan
<khannan@lawsonlundell.com> 
Cc: Darla Rathwell
<dar7916@gmail.com> 
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Subject: Guarantee action and Alken
matter 

Mr Hannan 

I have been prejudiced throughout
this claim by not receiving full
disclosure from your client prior to the
summary judgement trial and appeal
which you are aware your client was
unsuccessful relating to . I will be
further prejudiced if I’m forced only to
 receive the disclosure I ought to
receive by way of refusals and
undertakings . 

I consider it a complete abuse of
process to not receive proper
disclosure. This claim has been going
on for 5 years and my personal
property remains encumbered by
your client via a caveat , all relating to
a loan which is evident to have been
part of a scheme by your client to
obtain another yield enhancement
from its borrowers. As you are aware
from the limited disclosure I have
received my loan was not in default
on loan call , I was not allowed to
repay the loan during the term , and
upon your client taking over the
operating of Alken Basin Drilling Ltd
prior to it’s controlled receivership by
your client and it’s agent Sinclair,
they breached and exceeded their
own credit agreement and had no
regard for the power of attorney
which is just wrong . 

I want nothing more than to move this
matter forward as fast as possible to
final determination. The only way that
can be done is as per the rules of
Court which include full disclosure by
all parties. 

As you are aware your client was
ordered by the Calgary court to
provide the  proper name relating to
the 32 Million Dollar Yield
Enhancement which myself and my
representatives believe  to be related
to Alken Basin Drilling Ltd . 

See attached order and transcript . 

I believe the name given relating to
the order to be improper as your
client provided no independent proof
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of the $32 Million Enhancement
related to Horizontal Drillers not
Alken, and considering the conduct I
have no reason to believe your client
 . Furthermore it is inconceivable for
the $32 Million Enhancement to be
Horizontal Drillers as your client
wrote off the Horizontal loan of
Hundreds of Millions of dollars after
selling Horizontals assets via a
recent public auction in Oklahoma for
a nominal amount . 

Considering the Horizontal sale
shortfall it is obvious the
enhancement is not relating to
Horizontal Drillers unless your client
deceived its own shareholders ,
therefore I require the independent
reports your client boasts about in
multiple press releases to confirm.
Attached is one of your clients
earnings transcripts stating the
Enhancements are independently
determined . 

As mentioned your client made this
personal when they insisted I pledge
personal real estate for a business
loan, after what I consider to be
 fraudulent inducement. It’s quite
apparent your clients oppression
commenced on day one of the loan ,
it has been over 2 years since I
successfully defended your clients
summary attempt and appeal and
your client has made little effort to
move forward  , as mentioned my
personal real estate is encumbered
by your client and the holding costs
for the real estate is significant since
the encumbrance date , therefore I
will be seeking the Court's consent
for some form of expedited trial
relating to the guarantee action and
Alken action . 

Relating to disclosure,  I hereby
request for the final time that your
clients produce the following , failing
which I will unfortunately have to
bring another expensive application
which would be well in excess of 20
relating to this claim , and that in itself
is a further abuse of process 

1- Independent yield Enhancement
reports relating to the $ 32 Million
including your clients auditor KPMG
working papers  . Even though your
client was public at the time and often
bragged  publicly  about the
Enhancements and used them for
obvious promotional reasons and
financial gain , your client has failed
to produce and states the
Enhancements are material non
public information . 
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2- Callidus agent Sinclair which your
firm also represented in this matter
has failed to fully produce all emails
relating to his involvement as well 

3- All correspondence and
communications relating to the
Middle East contract between
Callidus and Catalyst and their
representatives including mr Sinclair
and all third parties 

Sincerely 

Kevin Baumann 

From: Kelly Hannan
<khannan@lawsonlundell.com> 

Date: June 22, 2020 at 10:22:50 AM
MDT 

To: Kevin Baumann
<pekiskokb@gmail.com> 

Subject: RE: Guarantee action 

Kevin 

The last effort to move this matter
forward was made by my clients.  We
proposed revised dates for a litigation
plan in correspondence to your
former legal counsel.  We did not
receive a response.  Attached is our
draft litigation plan. 

This matter cannot be decided
summarily.  It requires viva voce
evidence, or at the very least, a more
full evidentiary record as explained
by Master Farrington in his decision
on Callidus' summary judgment
application.  So no, we do not
consent to having this matter heard
summarily.  This is something that we
have repeatedly told you. 

Your suggestions that we haven't
made efforts to advance the matter
and haven't responded to your
request regarding a summary
process is just plain wrong. 

Let us know if you agree with the
steps and deadlines in the draft
litigation plan. 

Thank you, 
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Kelly 

-----Original Message----- 

From: Kevin Baumann
<pekiskokb@gmail.com> 

Sent: Monday, June 22, 2020 10:07
AM 

To: Kelly Hannan (4541) - 11Flr
<khannan@lawsonlundell.com> 

Subject: Guarantee action 

[THIS MESSAGE ORIGINATED
FROM OUTSIDE OUR FIRM] 

Kelly 

I have yet to hear back from you
relating to the various requests to
move the guarantee action forward  . 

You have avoided attempts to move
this matter forward in a meaningful
way for some time now . Considering
this matter is dated and your client
has refused my former counsel and
my requests  to advance this matter
to trial I will be approaching  the court
for consent to have this matter heard
on a summary or expedited basis
unless you consent . 

I am asking you for the last time if
you would consent to have the matter
heard on a summary basis or a two
day special  . I take the position I
have been prejudiced by your clients
strategy of delay considering their
appeal attempt was years ago , there
have been no further negligible
efforts towards determination  , and
my personal assets remain
encumbered. 

In considering my request I urge you
to recall a number of items , in
addition as stated in numerous
communications I am more than
willing to negotiate in good faith to
settle matters , if that is not an option
I believe the court will evaluate this
situation for what it is as all parties in
Alberta are allowed timely justice . 

1- Your client breached its own code
of conduct and ethics commitment
relating to the relationship 

2- your clients website at the time of
my due diligence was misleading 

3- your client had an obligation of
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honesty , communication and
disclosure relating to the Sinclair
matter and holdbacks and funding
refusals 

4- your client undoubtedly had no
regard for the power of attorney
bestowed on them 

5- your client clearly breached its
own credit agreement and altered ,
extended and exceeded the terms of
its own credit agreement 

6- by altering its own credit
agreement your client created
availability to pay suppliers, although
that obligation was massaged to
please suppliers that would be
needed going forward with the
planned new entity as per disclosure
 , in the end supplier debt was
created on my behalf as an Alken
shareholder with no communication
or regard 

7- The Egypt deal is what it is , and it
is irrelevant that it never came to
fruition, it’s all about intent . There
are some important dates within that
narrative that had an attachment of
disclosure that was not brought
forward until the opportune time . 

Happy to discuss 

Kevin Baumann 

403-505-7784 

The defendants, Kevin Baumann and
Pekisko Ranch Ltd., propose the
following litigation plan: 

A.        DISCLOSURE OF
INFORMATION 

1.             Questioning of the plaintiff
and the defendants shall be
completed by July 31, 2020 (Rule
5.17); 

2.             All parties shall answer any
undertakings arising from questioning
by October 31, 2020 (Rule 5.30(1)); 

3.             Questioning on all parties’
undertaking responses shall be
completed by December 31, 2020
(Rule 5.30(2)); 

4.             The plaintiff’s expert
reports shall be served on the
defendants by March 31, 2020 (Rule
5.35(2)(a)); 

5.             The defendants’ expert
reports shall be served on the plaintiff
by June 30, 2021 (Rule 5.35(2)(b)); 
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6.             The plaintiff shall serve any
sur-rebuttal expert reports on the
defendants by August 31, 2021 (Rule
5.35(2)(c)). 

B.        DISPUTE RESOLUTION
PROCESS 

7.             The parties shall participate
in a mediation or judicial dispute
resolution by November 30, 2021
(Rule 4.16). 

C.        APPLICATION FOR TRIAL
DATE 

8.             Within one month after the
Dispute Resolution Process has been
held, the parties shall request the
Court Clerk to schedule the first
available dates for a three week trial
(Rule 8.4) or shall apply to a judge to
schedule the first available dates for
a three week trial (Rule 8.5), subject
to the availability of counsel. 

D.        ADJUSTMENTS 

9.             In the event that any
adjustments to this litigation plan
become necessary, the parties shall
make reasonable efforts to agree on
the same, failing which they shall
appear before the court for further
direction. 

The Plaintiff, Callidus Capital
Corporation, proposes the following
litigation plan: 

A.            DISCLOSURE OF
INFORMATION 

1.              Questioning of the Plaintiff
and the Defendants shall be
completed by September 30, 2020
(Rule 5.17). 

2.              All parties shall answer
any undertakings arising from
questioning by December 31, 2020
(Rule 5.30(1)). 

3.              Questioning on all parties’
undertaking responses shall be
completed by February 28, 2021
(Rule 5.30(2)). 

4.              Primary expert reports
shall be served by May 31, 2021
(Rule 5.35(2)(a)). 

5.              Rebuttal expert reports
shall be served by August 31, 2021
(Rule 5.35(2)(b)). 

6.              Any sur-rebuttal expert
reports shall be served by September
30, 2021 (Rule 5.35(2)(c)). 

B.             DISPUTE RESOLUTION
PROCESS 

7.              The parties shall
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participate in a mediation or judicial
dispute resolution by November 30,
2021 (Rule 4.16). 

C.            APPLICATION FOR TRIAL
DATE 

8.              Within one month after the
Dispute Resolution Process has been
held, the parties shall request the
Court Clerk to schedule the first
available dates for a three week trial
(Rule 8.4) or shall apply to a judge to
schedule the first available dates for
a three week trial (Rule 8.5), subject
to the availability of counsel. 

D.            ADJUSTMENTS 

9.              In the event that any
adjustments to this litigation plan
become necessary, the parties shall
make reasonable efforts to agree on
the same, failing which they shall
appear before the court for further
direction. 

Subject: Foreclosure claim trial 

-----Original Message----- 
From: Kevin Baumann
<pekiskokb@gmail.com> 
Sent: Friday, October 25, 2019 9:23
PM 
To: Kelly Hannan (4541) - 11Flr
<khannan@lawsonlundell.com> 
Cc: dar7916@gmail.com 
Subject: Foreclosure claim trial 

[THIS MESSAGE ORIGINATED
FROM OUTSIDE OUR FIRM] 

Kelly 
It is highly unfair and an abuse of
process that Callidus pursues its
alleged defamation claim yet ignores
taking the successfully defeated
foreclosure claim to trial 

I demand you to please provide
acceptable dates for disclosure and
cross examination as soon as
possibly . We will be needing to
question your clients representatives
Mr Glassman , Mr Sinclair , and
former representatives Boyer and
Reese 

Relating to the Alken claim will your
client consent to me directing counsel
on behalf of Alken 

Thank you 

Kevin Baumann 
1-403-505-7784 

On Oct 28, 2019, at 10:59 AM, Kelly
Hannan
<khannan@lawsonlundell.com>
wrote: 
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I'm not sure why you say that you
defeated the foreclosure claim. The
Court decided that the foreclosure
action wasn't appropriate for
summary determination. There was
no decision or comment on the merits
of the case. The foreclosure action is
ongoing. 

We are not ignoring steps to move
the foreclosure/misappropriation
action forward. When your former
counsel requested our consent for
case management we responded by
saying that we should just schedule
dates for discovery. We suggested
doing that more than once. Your
former counsel did not respond to
that suggestion and instead applied
for case management. 

As for disclosure, you are the only
party that is late with document
disclosure. Disclosure in the
Foreclosure action was completed
long ago and Callidus provided its
disclosure from the misappropriation
action in May (though the affidavit of
records itself still needs to be sworn).
Please let me know when you expect
to provide your disclosure of records
relevant and material to the
misappropriation action. Following
that, we can set down some dates for
discovery. 

My client continues to be of the view
that you have no authority to act on
behalf of Alken. That includes
instructing counsel on Alken's behalf. 

Thank you, 
Kelly 

Disclaimer 

This email and any accompanying
attachments contain confidential
information that may be subject to
solicitor-client privilege and are
intended only for the named
recipients. If you have received this
email in error, please notify the
sender and destroy the email. Our e-
mail terms of use can be found at
http://www.lawsonlundell.com/
disclaimer.html 

From: Kevin Baumann
<pekiskokb@gmail.com> 
Date: October 28, 2019 at 5:53:29
PM MDT 
To: Kelly Hannan
<khannan@lawsonlundell.com> 
Cc: "dar7916@gmail.com"
<dar7916@gmail.com> 
Subject: Re:  Foreclosure claim trial 

Kelly 

I believe it would not matter what
forum the foreclosure action is
brought in it will be defeated . Two
decisions from the bench , changing

1621

1644

http://www.lawsonlundell.com/disclaimer.html
mailto:pekiskokb@gmail.com
mailto:khannan@lawsonlundell.com
mailto:dar7916@gmail.com
mailto:dar7916@gmail.com


2/1/2021 Gmail - Callidus litigation

https://mail.google.com/mail/u/1?ik=19b035b274&view=pt&search=all&permmsgid=msg-f%3A1683378272817728968&simpl=msg-f%3A1683378272817728968 23/30

up  facility A&B to my detriment set
the stage ,  believing once the
agreement was signed Callidus was
allowed to do what ever it wanted is
flawed , there is ample precedent in
Canada one can not use a one sided
agreement to the detriment of
another without honest
communication and dealing 

Master Farrington was begging for
the loan to own details , this time
around the court will receive them ,
as Mr Glassman stated the yield
enhancement program was
unequivocally and undeniably a
major part of the business of a firm
such as Callidus , hence the
immediate block and holdbacks ,
then once Callidus took over
spending and losses were a free for
all . It will be easy to prove an
unlawful loan to own with all the other
cases which ironically include the
same conduct 

It would be challenging without case
management as we would be into the
same conduct as the yield
enhancement disclosure in the
summary attempt , BTW this time
around I will settle for nothing less
then the independent auditors
discussion 

Regarding disclosure I await a case
management decision . Regarding
Alken an application with be brought
forward soon , as master Farrington
stated Alken and its stakeholders are
entitled to their day 

Kevin Baumann 

1-403-505-7784 

Subject: Case management 

From: Kevin Baumann
<pekiskokb@gmail.com> 
Date: October 28, 2019 at 10:29:58
AM MDT 
To: khannan@lawsonlundell.com 
Subject: Case management 

Kelly 

Have you received any response
relating to case management 

Kevin Baumann 
1-403-505-7784 

Subject: Re:  Notices 
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-----Original Message----- 
From: Kevin Baumann
<pekiskokb@gmail.com> 
Sent: Monday, October 21, 2019
11:33 PM 
To: Kelly Hannan (4541) - 11Flr
<khannan@lawsonlundell.com>;
JLeslie@dickinson-wright.com; Amy
Nathanson (3268) - 14Flr
<anathanson@lawsonlundell.com> 
Cc: dar7916@gmail.com 
Subject: Notices 

[THIS MESSAGE ORIGINATED
FROM OUTSIDE OUR FIRM] 

Kelly ,John and Amy 
I hereby provide notice that in the
future I will accept correspondence
and notices from you by email ,
although they must also be sent to
my mailing address as well , in
addition Darla Rathwell must be
copied 

Since you are all aware of the issues
with Justice Campbell’s order I need
to know if the November return date
is acceptable please 

Sincerely 
Kevin Baumann 
1-403-505-7784 

On Oct 22, 2019, at 12:41 PM, Kelly
Hannan
<khannan@lawsonlundell.com>
wrote: 

Kevin 

The November 7 return date for your
application does not work on my end.
I will canvass dates with Mr. Leslie
and Ms. Nathanson and get back to
you with the next available dates in
November that work for all counsel. 

Thanks, 
Kelly 

Disclaimer 

This email and any accompanying
attachments contain confidential
information that may be subject to
solicitor-client privilege and are
intended only for the named
recipients. If you have received this
email in error, please notify the
sender and destroy the email. Our e-
mail terms of use can be found at
http://www.lawsonlundell.com/
disclaimer.html 

From: Kevin Baumann
<pekiskokb@gmail.com> 
Sent: Tuesday, October 22, 2019
1:02 PM 
To: Kelly Hannan (4541) - 11Flr
<khannan@lawsonlundell.com> 
Cc: JLeslie@dickinson-wright.com;
Amy Nathanson (3268) - 14Flr
<anathanson@lawsonlundell.com>
;dar7916@gmail.com 
Subject: Re: Notices 
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[THIS MESSAGE ORIGINATED
FROM OUTSIDE OUR FIRM] 

______________________________
__ 

Thank you 

Kevin Baumann 

1-403-505-7784 

From: Kelly Hannan (4541) - 11Flr 
Sent: Wednesday, October 23, 2019
2:38 PM 
To: 'Kevin Baumann'
<pekiskokb@gmail.com> 
Cc: JLeslie@dickinson-wright.com;
Amy Nathanson (3268) - 14Flr
<anathanson@lawsonlundell.com>
;dar7916@gmail.com 
Subject: RE: Notices 

Kevin 

All counsel are available to attend
your application to set aside the June
27, 2019 orders of Justice Campbell
on November 12, 15 or 28.  Please
confirm which one of those days
works for you and that you will
adjourn your application from the
current returnable date of November
7.  Please also provide us with a
copy of the adjournment
confirmation. 

Thanks, 

Kelly 

From: Kelly Hannan (4541) - 11Flr
<khannan@lawsonlundell.com> 
Sent: Monday, November 4, 2019
9:07 AM 
To: Kevin Baumann
<pekiskokb@gmail.com> 
Cc: JLeslie@dickinson-wright.com;
Amy Nathanson (3268) - 14Flr
<anathanson@lawsonlundell.com>;
dar7916@gmail.com 
Subject: RE: Notices 

Kevin 

We did not hear back from you
regarding the adjournment of your
application to set aside the June 27,
2019 orders of Justice Campbell.
 Have you adjourned it or do you
intend to proceed on Thursday
despite counsel not being available?
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 If you have not already adjourned it,
then I suggest that it be adjourned
sine die (to no set date) and then you
can put it back on the Court list when
a date is found that all counsel are
available.  Please let us know. 

Thanks, 

Kelly 

On Nov 4, 2019, at 10:54 AM, Amy
Nathanson
<anathanson@lawsonlundell.com>
wrote: 

Mr. Baumann, 

I realize there may be some
confusion about Thursday as a result
of the application I have set down for
Thursday to compel you to attend
questioning.  Only I will be attending
on Thursday to speak to our
application.  As Kelly previously
advised, not all counsel are available
on November 7th for your application.
 Namely, John Leslie is not available.
 As John appeared on the original
consolidation application, and given
the allegations in your application
regarding the “deceptive presentation
to the Court” at the consolidation
application, he will be responding to
your application, whenever it is
heard.  Since John is not available,
your application cannot proceed on
Thursday.  As Kelly noted, it is
probably best to adjourn your
application to no set date, however if
you send us your next available
dates we can re-schedule your
application to a date that works for
everyone. 

Regards, 

Amy M. Nathanson | Partner 
Lawson Lundell LLP 
D 604.631.9268 | F 604.669.1620 

On Nov 4, 2019, at 12:03 PM, Kevin
Baumann <pekiskokb@gmail.com>
wrote: 

It don’t work that way . Kelly never
would have been sent to Justice
Campbell to sign the order had the
true context been disclosed , further I
believe the order never would have
been granted without Campbell
hearing a pack of lies , it was low of
John to state the defamation was
further along , that was deceptive as
the summary attempt was concluded
with no success for your client now it
chooses to cherry pick the
defamation  , the sales job on the
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proper refusals relating  to a separate
case was deceptive , the final
comment on Callidus’ reputation was
a desperate plight considering the
history,     . Further Callidus has
never given one single concession in
this mess and as of now nor will I
unless things change . 

I really don’t get why this mess hasn’t
been settled yet for your clients
chances of success are slim . The
summary and Alken Endorsement
are a taste of what’s to come I
believe  . It’s compelling when Alken
was controlled by your client from the
first day of the loan , I now have in
my possession a Callidus email
which will be floated on cross
whereby Alken was not allowed to
repay its loan , so things don’t look
good in my opinion 

I feel it is perfect that the Wolfpack
ropes in Catalyst as the plaintiff
which provides me some comfort
being Callidus is technically defunct
and I am bringing a counterclaim in
Ontario . I’m fully prepared to
negotiate a reasonable settlement 

Kevin Baumann 

1-403-505-7784 

From: Kevin Baumann
<pekiskokb@gmail.com> 
Date: November 4, 2019 at 12:21:55
PM MST 
To: Kevin Baumann
<pekiskokb@gmail.com> 
Cc: Amy Nathanson
<anathanson@lawsonlundell.com>,
Kelly Hannan
<khannan@lawsonlundell.com>,
"JLeslie@dickinson-wright.com"
<JLeslie@dickinson-wright.com>,
"dar7916@gmail.com"
<dar7916@gmail.com> 
Subject: Re:  Notices 

It is an abuse of process and a waste
of the courts time that these matters
are not heard together , what is the
reason Mr Leslie cannot attend and
why can someone else not attend ? 

I take the position that these matters
are related and need to be heard
together , I suggest we schedule a
case conference to deal with these
issues , please send me available
dates 

Kevin Baumann 

1-403-505-7784 
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Subject: Re:  Document production ,
cross examination , and proposed
trial dates for the consolidated
guarantee action and consent and
agreement relating to the Alken
 Action 

On Nov 7, 2019, at 1:03 PM, Kevin
Baumann <pekiskokb@gmail.com>
wrote: 

Kelly 

Can I receive a response of proposed
dates for disclosure , cross and trial
dates relating to the guarantee action
, or would you please agree to my
proposal 

I propose documents by January 31 ,
2020 , examinations no later then
March 31 , 2020 and a trial that fits
the courts as soon as possible
thereafter 

Regarding the Alken claim I ask
again for consent to instruct litigation
counsel , please let me know your
position on that matter as it makes
sense for all to proceed somewhat
close together , failing consent we
will advance an application as
allowed by Master Jeffries
Endorsement 

We would require both your clients
representatives Mr Glassman and Mr
Riley for two days of questioning in
each of the consolidated guarantee
and Alken actions 

Sincerely 

Kevin Baumann 

1-403-505-7784 

From: Kevin Baumann
<pekiskokb@gmail.com> 
Date: November 19, 2019 at 9:18:59
AM MST 
To: khannan@lawsonlundell.com 
Cc: dar7916@gmail.com 
Subject: Re:  Document production ,
cross examination , and proposed
trial dates for the consolidated
guarantee action and consent and
agreement relating to the Alken
 Action 

Kelly 
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As you are aware the Alken
/Baumann / Callidus matter
commenced on March 31 st 2014 ,
almost 6 years ago and my personal
property has been tied up since then
. I consider it inappropriate for your
client to continue to enjoy a caveat
on my personal property after an
unsuccessful summary judgement
attempt and an obvious lack of desire
to bring this matter to a close 

I require some communication
relating to an acceptable timetable as
proposed in this prior email chain
relating to the guarantee action and
Alken claim . Please let me know if
your client will consent to myself
instructing litigation counsel , if not an
application will be brought forward as
allowed within the endorsement , My
apologies for an error in the previous
email chain , we would require Mr
Riley , Mr Sinclair and Mr Glassman
for questioning . 

Look forward to hearing from you 

Sincerely 

Kevin Baumann 
1-403-505-7784 

Subject: Matters re - Guarantee
Action & Alken Endorsement-
 Canada’s Top Court Provides Crucial
Guidance on the Conduct of
Insolvency Proceedings - Lexology 

From: Kevin Baumann
<pekiskokb@gmail.com> 
Date: May 26, 2020 at 9:38:26 AM
MDT 
To: Kelly Hannan
<khannan@lawsonlundell.com> 
Subject: Matters re - Guarantee
Action & Alken Endorsement-
 Canada’s Top Court Provides Crucial
Guidance on the Conduct of
Insolvency Proceedings - Lexology 

Kelly 
I have released Scott Venturo , not
relating to performance but relating to
cost and the challenges of moving
any matters forward with your client
in a timely manner without
unnecessary and expensive
 applications . As you know there
have been approximately 20
applications to date , and I have
expended close to 2 million dollars all
relating to a loan which was not in
default and I was not allowed to
repay . 

It has been over 2 years since I
successfully defended your clients
summary judgement attempt and
appeal , since that time attempts by
myself and SVR to move matters to
trial have been ignored by your client
for the most part . 

I am moving forward and I have the
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following asks . 

1- The Alken Endorsement will be
brought forward by myself and
Alken’s stakeholders / suppliers for a
determination to instruct litigation
counsel . Suppliers are being added
as they were unduly duped as on
loan call there was more than
sufficient receivables to pay suppliers
, in addition there was also
availability after the rejigging of
facility B - the sole discretion clause
will not cut it considering there is
ample history of similar fact involving
the plaintiff and there was no
explanation , communication , notice
or warning whatsoever, it was plainly
a mechanism to oppress as utilized in
various borrower comparatives . 

Ask - Please acknowledge receipt of
this email , and confirm if you will
consent to the instruction of litigation
counsel by me 

2- Considering I have been
prejudiced with personal property
being tied up with a caveat for 6
years , and the caveat related to a
 business which purports to only loan
against business assets , and the
loan was not in default on loan call ,
and during the term of the loan I was
not allowed to payout the loan , and
facility B was cleverly rejigged I
believe this matter qualifies for
summary determination 

Ask - will you consent to the
guarantee matter being determined
on a summary basis ? 

I look forward to your reply 

https://www.lexology.com/
library/detail.aspx?g=d4ebb018-
2ad9-4851-941b-fb388de3bfc3 

Kevin Baumann 
403-505-7784

<Letter to Bodnar (Apr 16 2019).PDF>
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Economy, Law & Politics

One ‘major’ criminal network served B.C. casino
VIPs, Cullen Commission hears
In one instance, a high roller/VIP gambler had anti-money laundering rules ‘bent’ for him in order to cash out unsourced casino chips

By Graeme Wood | November 4, 2020, 5:39pm

Paul King Jin | Facebook

High rollers with known connections to loan sharks continued to deposit vast sums of
cash at casino cages and were allowed to “bend” anti-money laundering laws up until
2015, the Commission of Inquiry into Money Laundering in B.C. heard Wednesday.

Daryl Tottenham, manager of the British Columbia Lottery Corporation (BCLC) anti-money laundering
(AML) programs, explained how casino investigators were handling routine six-figure buy-ins with small
bills, particularly between 2011 and 2016. 

Tottenham left the New Westminster Police Department in 2011 to become a BCLC casino investigator.
Shortly thereafter, he said, “It was clear to us there was only one major [criminal] organization working”
the casino VIP rooms.
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Tottenham told of a “cash facilitation network” whose suspected leader was convicted drug trafficker
Kwok Chung Tam, a Chinese national, described by police as the “boss” of Paul King Jin.

Jin is a high-profile alleged money launderer whose criminal charges were dropped by federal Crown
prosecutors in November 2018.

The E-Pirate investigation by the RCMP Federal Serious and Organized Crime unit into Jin’s network was
the only money laundering investigation in B.C. that led to charges during the period in question.

Tam was convicted of trafficking marijuana in 2010. Global News has reported Tam’s alleged ties to
Chinese organized crime networks, which have been denied. Tam was charged with heroin trafficking in
2000, but charges were dropped due to issues with evidence. Tam was subject to deportation proceedings
in 2000 that were stayed and it is not clear if he remains in Canada.

Tottenham said in 2012 casino investigators began to believe Chinese VIP patrons were using these local,
underground banks, also known as money service businesses, that supplied the Chinese gamblers with
alleged drug money as a means to skirt capital controls in China. The gamblers would then deposit money
into linked bank accounts back in China.  

Tottenham told Commissioner Austin Cullen, via examination by commission counsel Alison Latimer,
how initially investigators believed two or more illicit cash networks were supplying casino high rollers,
but said he later began seeing “crossover” and “eventually I came to the absolute conclusion [Tam] was in
fact Paul Jin’s boss.”

Jin recently escaped being killed in a Richmond sushi restaurant on September 19 when a person opened
fire on his table. But Jin’s associate and alleged underground bank operator Jian Jun Zhu, was killed.  

Zhu’s underground bank Silver International was central to the E-Pirate investigation. Each year
hundreds of millions of dollars of cash were routinely emptied from suitcases onto the floors of a
Richmond office, to be counted by Zhu and his spouse Caixuan Qin, for the purposes of money laundering,
according to allegations documented in court by B.C.’s director of civil forfeiture.

Tottenham said Jin’s clients/casino patrons were screened for sources of wealth, and if a gambler could
provide adequate proof of wealth then the bags of money — now suspected to be profits from Vancouver’s
opioid overdose death emergency — were accepted.

“I was concerned at the time the money was suspicious and may be proceeds of crime,” said Tottenham.

But like so many other investigators, many of whom were retired police officers, Tottenham said he
allowed the cash buy-ins because there was no concrete proof the money was illicit.

In fact, even after being banned from BCLC sites in 2012, Jin was known, or suspected, to have continued
to feed gamblers vast sums of cash outside of casinos.

Casinos and the BCLC would end up putting conditions on many of Jin’s customers by 2015, said
Tottenham. 

The commission heard how between June and July of 2015, River Rock Casino and Resort recorded 145
suspicious cash transactions, of which 41 were parking lot deliveries, including 13 suspected to be
associated with Jin.

Tottenham told of how the “top dog” gambler was a man named Jia Gui Gao, who in October 2014 was
believed to have been supplied $300,000 by Jin in a casino parking lot. On another occasion Gao, bought
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in with $1.1 million over two days, including $800,000 in $20 bills. 

On another occasion, Gao walked away from a casino with unsourced chips and returned to cash them
out, which violated AML laws.

“[The chips] should not have been cashed out,” said Tottenham, in describing a possible instance of
“refining” whereby small bills are turned into larger ones.

Latimer focused much of her questions on how casino managers had long expressed concerns about
investigators getting too close to these VIP gamblers, as it would impact revenue — a matter Tottenham
conceded.

Tottenham described how different operators pined for these VIPs and how his supervisors instructed him
and others to stop interviewing them.

“If they’re losing business and going to other casinos that would cause them a lot of angst and that was the
concern,” said Tottenham.

Latimer brought up instances of BCLC staff consulting first with the casinos when regulatory action was to
take place on casino floors.

“It would be fair to say we recognized they run a business and we wanted to allow the service providers to
deal with the issues we wanted to deal with,” said Tottenham.
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Casino solicited investments from gamblers;
criminal took interest

Gateway Casinos solicited VIP gamblers for investments in a hotel and spa expansion at its New Westminster Starlight

Casino — and a high-profile, convicted criminal and banned gambler accused of loan sharking took interest.

The Commission of Inquiry into Money Laundering in B.C. heard testimony from two Gateway casino managers about the

meeting they had with two VIP gamblers and Paul King Jin on February 27, 2015, at the height of alleged widespread money

laundering in B.C. casinos.

Jin, the two VIP gamblers tied to him and Gateway employees Maggie Chiu, VIP host, and Bill Lang, VIP director, gathered in

the Starlight parking lot that day to discuss investment opportunities for a new, adjacent hotel and spa to compliment the

casino. The five stood next to an empty lot next to the parking lot where the new facility was envisioned.

At the time, Jin was banned from entering casinos and was known by Gaming Policy and Enforcement Branch (GPEB)

investigators to be passing money to gamblers outside of casinos, either directly or indirectly using associates.

about 17 hours ago  By: Graeme Wood

Paul King Jin, an alleged money launderer, took interest in a casino expansion project solicited by Gateway Casinos to VIP gamblers. Facebook photo
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Jin has a criminal record with convictions for aggravated assault, sexual assault and sexual exploitation, according to claims

by the B.C. Civil Forfeiture Office. Jin was a subject of the largest money laundering police investigation tied to casinos

around this time. It is alleged he used illegal money service business Silver International Ltd. in Richmond to transfer cash

proceeds of crime to gamblers, among others.

The “E-Pirate” investigation ended in stayed charges in November 2018 on a technicality. Jin had not been charged in E-

Pirate; however, forfeiture claims against him state investigators determined he had also set up three illegal gaming houses

in Richmond.

Casino investigators have previously told the commission of a “cash facilitation network,” whose suspected leader was

convicted drug trafficker Kwok Chung Tam – a Chinese national and reported Big Circle Boys gang leader, described by

police as Jin’s “boss.”

Last September, MSB Silver International’s director Jian Jun Zhu, who had charges against him dropped, was shot to death

in a Richmond restaurant while sitting next to Jin, who sustained minor injuries.

Stone Lee, an investigator with the Gaming Policy and Enforcement Branch (GPEB), testified last October about a meeting

between casino employees and Jin to the commission, which is trying to determine what, if any, systemic failures occurred

at provincially regulated gambling sites that routinely allowed massive sums of $20 bills to be cashed in. Silver, one of

several MSBs in Richmond, was suspected of laundering about $200 million a year.

However, Lee did not provide information on what the meeting was about. But on January 21, testimonies from Chiu and

Lang showed that Jin was part of a group of investor-gamblers looking to partner with Gateway.

Lang wrote in an affidavit how he came up with the idea of soliciting VIP gamblers who could be interested in investing in

the expansion. He said his past experience working at the El Dorado casino in Reno, Nevada as director of Asian marketing

led him to believe an Asian-style spa and hotel would be a good business venture for Starlight.

Lang said numerous VIP gamblers told him that a spa on No.3 Road in Richmond was ‘the best Asian spa in Vancouver.’
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Jin operates Water Cube on No.3 Road, which had previously been subject to local bylaw violations in relation to alleged

prostitution.

Lang said he visited Water Cube before the meeting.

“I stopped by there to check it out,” he wrote.

“I briefly looked around the spa, but I quickly concluded that it was not the type of facility that I was thinking about for

Starlight, as it did not strike me as a high-end spa of the type that are associated with casinos in China,” he wrote.

Lang doesn’t indicate he did an online search of Water Cube, which would have resulted in numerous media reports of

criminal activity.

Lang said he didn’t know who Jin was at the time of the meeting, but did remember seeing him before.

He further describes the meeting as largely unmemorable and not resulting in an agreement.

Chiu, via a Mandarin translator, described the solicitation of gamblers as informal.

“When a patron comes to play, I would just ask ‘Oh, are you interested because our company has this proposed project, are

you interested?’”

Chiu also told the commission she didn’t know Jin, nor was she, a licensed casino employee, aware he had been barred

from casino grounds.

Commission counsel Patrick McGowan probed Chiu about policies she ought to have been following:

“As the VIP overseeing substantial cash buy-ins, did you ever ask a patron where they got the cash they were buying in

with?” asked McGowan.

“No, I wouldn't ask,” said Chiu.

“Were you ever given any instructions by your employer as to whether or not you should ask about the source?” asked

McGowan.

“No, no,” replied Chiu.

“Did you know that some individuals had been banned for loan-sharking?” asked McGowan.

“That I was not aware of,” said Chiu.

She said her main role was to look after VIP players at Gateway’s Starlight and Grand Villa casinos, the latter being in

Burnaby.

McGowan briefly probed around Chiu’s handling of a gambler named Jinwei Fu, who was being provided money by a man

named Jack Qin.

When asked, Chiu said she never helped gamblers connect with loan sharks or re-buy with third-party cash drops.

The commission is exploring how drug money from Vancouver’s streets was, as alleged, washed through casinos, real

estate and luxury goods. The commission has largely focused on the casino aspect, to date, and is set to end its inquiry in

May.
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Gateway Casinos - Misleading Financial Information and Failure to Provide Continuous 
Disclosure Updates 
 
The whistleblower submits a supplemental whistleblower report to provide further information 
that has come to light relating to Gateway Casinos, a substantial portfolio asset of the Catalyst 
Capital Funds, which sought to raise money in the U.S and go public on a U.S. Exchange.   
 
From the read of Exhibit 1, Catalyst insiders had predicted a valuation of Gateway Casinos at     
$2.5 billion dollars CAD after raising $440 million CAD. 1  
 
As can be seen from Exhibit 2, Catalyst valued its equity stake in Gateway Casinos at $130 million 
dollars as at December 31, 2019. 2 From Exhibit 2 which is an investor presentation used by 
Gateway Casinos to raise money in the U.S., the value ascribed to Gateway Casinos by Catalyst 
was materially different to the value Catalyst advised its LP investors it was worth just one month 
prior. 3 The same can be said for the investor presentation dated February 2020. 4 
 
It is quite remarkable that the Form 10-K in Exhibit 4 makes no reference to the downward revision 
of the value of Gateway Casinos that Catalyst and Glassman had advised its own LPs at the same 
date, nor has the whistleblower has been able to locate any public filings from Gateway Casinos’ 
attempt to go public that disclosed such material write-down of value. 5  
 
It appears that Catalyst had still been flaunting its hyped-up valuation of Gateway Casinos to 
potential and current investors in the U.S. well after the marked down valuation that Catalyst 
advised its LPs. Clearly Catalyst has been playing fast and loose with valuations depending on 
who its targeted audience was. 
 
Finally, Gateway Casinos withdrew its registration on November 20, 2020 prior to the 
whistleblower pursuing further uncovering of lack of material and continuous disclosure. 6 
 
 

 
 
 
 
                                                
1 Exhibit 1 Catalyst-Backed Gateway Casino Is Said to Work on Sale or IPO September 9, 2017 
2 Exhibit 2 Glassman’s Catalyst Says Third Fund Plunged More Than 60% as at December 31, 2019 - Bloomberg   
  Article May 14, 2020 
3 Exhibit 3 Gateway Casinos – Leisure Acquisition Corp (TICKER LACQ) Investor Presentation January 2020 
4 Exhibit 4 Gateway Casinos – Leisure Acquisition Corp (TICKER LACQ) Investor Presentation February 2020 
5 Exhibit 5 Form 10-K Leisure Acquisition Corp December 31, 2019 
6 Exhibit 6 Registration Withdrawal November 20, 2020 
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Catalyst-Backed Gateway Casino
Is Said to Work on Sale or IPO
Scott Deveau Christopher Palmeri

(Bloomberg) -- Gateway Casinos & Entertainment Ltd., one of Canada’s largest gambling companies,
is working with bankers to explore an initial public offering or sale, people familiar with the matter
said.

Gateway, backed by private equity firm Catalyst Capital Group, has hired Canadian Imperial Bank of
Commerce, Morgan Stanley and Credit Suisse Group AG to advise on the potential share sale, said the
people, who asked not to be identified because the matter is private.  

Morgan Stanley is also advising on a possible sale, which is being run in parallel to determine which
option would yield the highest valuation for Gateway, said the people.

While the company is running a dual-track process, it would prefer an IPO this year in which it
would seek to raise as much as C$400 million ($329 million), one of the people said. That would value
the company at about C$2.5 billion, the person said. 

The proceeds from an IPO are likely to be used to reinvest in new and existing properties, the people
said. No final decisions have been made, and Gateway may choose not to pursue a sale or listing, they
said.

Representatives for Gateway, Catalyst and Credit Suisse declined to comment. Representatives for
CIBC and Morgan Stanley didn’t immediately respond to requests for comment.

Casino Deals

The casino industry is seeing a flurry of deals, as betting climbs modestly and operators look for
growth through acquisitions. Many financial buyers who entered the business after the 2008
recession are now seeking to exit those positions. Last month, investor Carl Icahn sold the
unfinished Fountainebleau casino in Las Vegas to New York developer Steven Witkoff for $600
million, four times what he paid for the property in 2010.

Toronto-based Catalyst was said to be weighing an IPO of Gateway in late 2015 before investor
interest for new issuances in Canada dried up, people familiar with the matter said at the time. It also
tried to take Gateway public in 2012 and withdrew that IPO. 

Gateway eventually issued $791 million in new debt to refinance its borrowings and issued a special
dividend to fund an expansion into Ontario.

In December, Gateway, based in Burnaby, British Columbia, was selected by the Ontario Lottery &
Gaming Corp. as the service provider for several casinos and slots in Northern and Southwestern
Ontario. The company has more than 6,100 employees and operates 26 gaming properties in British
Columbia, Alberta and Ontario, according to its website.
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Read More

SEBI Restrains Future Group’s Kishore Biyani From Securities Market For A Year

Future Group founder Kishore Biyani has been restricted from accessing the securities market by the
Securities and Exchange Board of India for a year.The market regulator has restrained Kishore Biy...
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Read More

Costlier Fuel Drives Adoption Of Cleaner Cars, And It’s Not EVs

Rising prices of auto fuels in India, one of the world’s most polluted nations, is driving demand for
vehicles powered by natural gas, a cleaner and cheaper fossil fuel.Sales of cars and utility ve...
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Markets

By Paula Sambo
May 14, 2020, 8:52 AM MDT
Updated on May 14, 2020, 12:02 PM MDT

Glassman’s Catalyst Says Third Fund Plunged More Than
60%

Catalyst Capital Group Inc. told investors that assets in one of its oldest active funds declined in value by more than
60% last year.

The Toronto-based firm, which invests primarily in distressed debt and private equity, marked down the value of the
portfolio in the Catalyst Fund Limited Partnership III to about $320 million at the end of last year, from about $820
million at the start of the year, according to a document sent to its limited partners.

The fund’s stake at Gateway Casinos & Entertainment Ltd., one of Canada’s biggest gaming companies with 25
properties, was marked down to about $130 million at the end of December. Catalyst also marked down the stakes it
owns in Advantage Rent A Car, Sonar Entertainment and Natural Markets Food Group.

The fund, which started with about $1 billion in 2009 and was Catalyst’s third fund, is now targeting the end of 2020
for a return of money, rather than the end of 2019, according to an update investors received last year.

“Our communications with our LPs are confidential and are not intended for public consumption. Our reporting to
LPs has always been extremely conservative and reflects a single point in time,” Dan Gagnier, a spokesman for
Catalyst, said in an email. “We believe this is the responsible approach, particularly since, as must be obvious to
Bloomberg, the current pandemic has impacted multiple sectors which have essentially been ground to a halt.”

Gagnier provided a document showing that on $593 million in investments that have already been realized, the fund
earned $72 million in capital gains and another $59 million in dividend, fee and interest income.
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Catalyst specializes in buying the debt of troubled companies -- an area founder Newton Glassman once described as
a “blood sport”.

Last December, investors in fund III were asked to wait another year to get their money back, giving Catalyst more
time to sell assets including Advantage, according to a document sent to backers at the time.

“Our principal focus during this time is on ensuring that the people within our companies are safe, and that we are
prepared to support them as an economic reopening is implemented,” Gagnier said Thursday.

(Updates with data on capital gains and dividends in sixth paragraph)

In this article
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CATALYST CAPITAL GROUP INC/T
Private Company

4623605Z
GATEWAY CASINOS & ENTERTAINM
Private Company
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Private Company
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CONFIDENTIAL 

Disclaimer 

GENERAL 
  
This presentation does not constitute an offer or invitation for the sale or purchase of securities and has been prepared solely for informational purposes. 
  
The information contained in this presentation (the “Presentation”) has been prepared to assist interested parties in making their own evaluation with respect to the proposed transaction (the “Transaction”) between Leisure 
Acquisition Corp. (“LACQ”) and GTWY Holdings Limited (together with Gateway Casinos & Entertainment Limited, “Gateway” or the "Company"), and for no other purpose.  This Presentation is subject to updating, 
completion, revision, verification and further amendment. None of LACQ, Gateway,  or their respective affiliates has authorized anyone to provide interested parties with additional or different information. No securities 
regulatory authority has expressed an opinion about the securities discussed in this Presentation and it is an offence to claim otherwise. The information contained herein does not purport to be all-inclusive. Nothing herein shall 
be deemed to constitute investment, legal, tax, financial, accounting or other advice.  
  
In this Presentation, all amounts are in Canadian dollars, unless otherwise indicated. All references to US$ are based on the relevant exchange rate as at December 26, 2019.  Any graphs, tables or other information in this 
Presentation demonstrating the historical or pro forma performance of Gateway or any other entity contained in this Presentation are intended only to illustrate past performance of such entities and are not necessarily indicative of 
future performance of Gateway or such entities. 
  
ADDITIONAL INFORMATION AND WHERE TO FIND IT 
  
This presentation relates to a proposed transaction between Gateway and LACQ. This presentation does not constitute an offer to sell or exchange, or the solicitation of an offer to buy or exchange, any securities, nor shall there be 
any sale of securities in any jurisdiction in which such offer, sale or exchange would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction. Gateway intends to file a registration 
statement on Form F-4 with the SEC, which will include a document that serves as both a prospectus, and as a proxy statement of LACQ, referred to as a proxy statement/prospectus. A proxy statement/prospectus will be sent to 
all LACQ shareholders. LACQ also will file other documents regarding the proposed transaction with the SEC. Before making any voting decision, interested parties and security holders of LACQ are urged to read the 
registration statement, the proxy statement/prospectus and all other relevant documents filed or that will be filed with the SEC in connection with the proposed transaction as they become available in their entirety 
because they will contain important information about the proposed transaction. 
  
Interested investors and security holders of LACQ will be able to obtain free copies of the registration statement, the proxy statement/prospectus and all other relevant documents filed or that will be filed with the SEC by LACQ 
and the Company through the website maintained by the SEC at www.sec.gov.  
 
In addition, copies of the documents filed with the SEC by LACQ and/or the Company, when available, can be obtained free of charge on LACQ’s website at www.leisureacq.com or by directing a written request to Leisure 
Acquisition Corp., 250 West 57th Street, Suite 2223, New York, New York 10107 or by emailing George.Peng@hydramgmt.com; and/or on the Company’s website at www.gatewaycasinos.com or by directing a written request 
to GTWY Holdings Limited, 100-4400 Dominion Street, Burnaby, British Columbia V5G or by emailing gtwy@jcir.com. 
  
PARTICIPANTS IN SOLICITATION 
  
LACQ, Gateway and their respective directors and executive officers may be deemed to be participants in the solicitation of proxies from LACQ’s shareholders in connection with the proposed transaction. Information about 
LACQ’s directors and executive officers and their ownership of LACQ’s securities is set forth in LACQ’s  definitive proxy statement on Schedule 14A filed with the SEC on October 28, 2019. Additional information regarding 
the interests of those persons and other persons who may be deemed participants in the proposed transaction may be obtained by reading the proxy statement/prospectus regarding the proposed transaction when it becomes 
available. You may obtain free copies of these documents as described in the preceding paragraph. 
  
INDUSTRY AND MARKET DATA 
  
This Presentation has been prepared by Gateway and includes market data and other statistical information from third-party sources, including provincial gaming authorities. Although LACQ and the Company believes these 
third-party sources are reliable as of their respective dates, none of LACQ, the Company, or any of their respective affiliates has independently verified the accuracy or completeness of this information. Some data are also based 
on the Company’s good faith estimates, which are derived from both internal sources and the third-party sources described above.  None of LACQ, Gateway, any third-party source providing market data and statistical 
information, their respective affiliates, nor their respective directors, officers, employees, members, partners, shareholders or agents make any representation or warranty with respect to the accuracy of such information (including 
information from third-party sources). 
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CONFIDENTIAL 

Disclaimer (cont’d) 

FORWARD-LOOKING INFORMATION 
 
This Presentation contains "forward-looking information" within the meaning of applicable securities laws in Canada and the United States. Forward-looking statements may relate to Gateway’s, LACQ’s, or the combined 
company‘s future financial outlook and anticipated events or results and may include information regarding our financial position, business strategy, growth strategies, growth objectives, budgets, operations, financial results, 
taxes, dividend policy, regulatory developments, plans and objectives. All statements other than statements of historical fact are forward-looking statements. The use of any of the words "anticipate", "plan", "contemplate", 
"continue", "estimate", "expect", "intend", "propose", "might", "may", "will", "shall", "project", "should", "could", "would", "believe", "predict", "forecast", "pursue", "potential" and "capable" and similar expressions are intended 
to identify forward looking statements. Forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause actual results or events to differ materially from those anticipated in such 
forward-looking statements. In addition, this Presentation may contain forward-looking statements attributed to third party industry sources, the accuracy of which has not been verified by LACQ or Gateway. No assurance can be 
given that these expectations will prove to be correct and such forward-looking statements included in this Presentation should not be unduly relied upon. Statements containing forward-looking information are not historical facts 
but instead represent management's expectations, estimates and projections regarding future events or circumstances. Forward-looking information contained in this Presentation and other forward-looking information are based 
on our opinions, estimates and assumptions in light of our experience and perception of historical trends, current conditions and expected future developments, as well as other factors that we currently believe are appropriate and 
reasonable in the circumstances. Despite a careful process to prepare and review the forward-looking information, there can be no assurance that the underlying opinions, estimates and assumptions will prove to be correct. 
  
Additionally, any estimates and projections contained herein have been prepared by the management of the Company and involve significant elements of subjective judgment and analysis, which may or may not be correct. This 
Presentation includes certain estimates, targets and projections that reflect Gateway management’s assumptions concerning anticipated future performance of Gateway as provided to LACQ on December 19, 2019. Such 
estimates, targets and projections from are based on significant assumptions and subjective judgments concerning anticipated results, which are inherently subject to risks, variability and contingencies, many of which are beyond 
Gateway’s control. These assumptions and judgments may or may not prove to be correct and there can be no assurance that any projected results are attainable or will be realized. LACQ, Gateway, any third-party source 
providing information and each of their respective representatives disclaims any and all liability for any loss or damage (whether foreseeable or not) suffered or incurred by any person or entity as a result of anything contained or 
omitted from this Presentation  (including information from third-party sources) and such liability is expressly disclaimed. 
  
You are cautioned not to place undue reliance on any forward‐looking statements, which speak only as of the date of this Presentation. The forward-looking information contained in this Presentation represents our expectations 
as of the date of this Presentation or the date indicated, regardless of the time of delivery of the Presentation and is subject to change after such date. However, we disclaim any intention or obligation or undertaking to update or 
revise any forward-looking information whether as a result of new information, future events or otherwise, except as required by law. 
  
All of the forward-looking information contained in this Presentation is expressly qualified by the foregoing cautionary statements. 
 
NON-IFRS MEASURES 
  
This Presentation makes reference to certain financial and other measures commonly used by financial analysts in evaluating the financial performance of companies and by the Company’s management in evaluating its 
operations, including companies in the gaming industry that are not presented in accordance with international financial reporting standards (“IFRS”). These measures are not recognized measures under IFRS and do not have a 
standardized meaning prescribed by IFRS and are therefore unlikely to be comparable to similar measures presented by other companies. Rather, these measures are provided as additional information to complement those IFRS 
measures by providing further understanding of our results of operations from management's perspective. Accordingly, these measures should not be considered in isolation nor as a substitute for analysis of our financial 
information reported under IFRS. 
  
We use non-IFRS measures including "Adjusted EBITDA", “Adjusted Corporate EBITDA”, "Adjusted EBITDA Margin", "Adjusted Property EBITDA", "Adjusted Property EBITDA Margin", "EBITDA", "Free Cash Flow", "Free 
Cash Flow Conversion", and "Pro Forma Adjusted EBITDA“ and these measures should not be considered as an alternative to net income (loss), earnings per share or any other performance measures derived in accordance with IFRS as 
measures of operating performance, operating cash flows or as measures of liquidity. For further details on these non-IFRS measures including relevant definitions and reconciliations, see the “Financial Overview” section of this 
Presentation. 
 
As of September 30, 2019, Starlight Casino Edmonton and Grand Villa Casino Edmonton are considered discontinued operations in Gateway’s consolidated financial statements.  These properties are referred to in this 
presentation as “Non-Core Properties.”  Where indicated in this presentation, financial information of Gateway excludes the Non-Core Properties. 
  
COMPARABLE COMPANIES 
  
Certain information presented herein compares the Company to other issuers and such data sets are considered to be "comparables". The information is a summary of certain relevant operational attributes of certain gaming 
issuers and has been included to provide interested parties an overview of the performance of what are expected to be comparable issuers. These issuers are in the same industry, provide similar services and operate in similar 
regulatory environments and each should be considered an appropriate basis for comparison to the Company. The information regarding the comparables was obtained from public sources, has not been verified by LACQ, the 
Company, or any of their respective affiliates and if such information contains a misrepresentation, interested parties do not have a remedy under securities legislation in any province or territory of Canada. There are risks 
associated with comparables, including the integrity of the underlying information and the ability to isolate specific variables which may impact one issuer and not another. There are risks associated with making investment 
decisions based on comparables including whether data presented provides a complete comparison between issuers. Interested parties are cautioned that past performance is not indicative of future performance and the 
performance of the Company may be materially different from the comparable issuers. Accordingly, an investment decision should not be made in reliance on the comparables. 
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CONFIDENTIAL 

Gateway Casinos & Entertainment 
A Leading Operator of Integrated Gaming and 

Entertainment Destinations Across Canada 
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CONFIDENTIAL 

Presenters 

1 

Gabriel de Alba 
Executive Chairman of  

Gateway Casinos 

Lorne Weil 
Executive Chairman of Leisure 

Incoming Vice Chairman 

Daniel Silvers 
CEO of Leisure 

Incoming Vice Chairman 

Tony Santo 
Current President  

and CEO 

Marc Falcone 
To Become President and CEO 

Current Director of Leisure 

Queenie Wong 
Chief Accounting Officer 

 

◆ Managing Director and Partner 
at Catalyst Capital, the majority 
owner of Gateway Casinos 

◆ Currently serves as and will 
continue to serve as 
Gateway’s Executive 

Chairman post-transaction 
◆ Since acquiring Gateway in 

2010, Catalyst Capital and Mr. 
de Alba have been 
instrumental in the Company’s 

growth strategies, acquisitions, 
renovations and rebranding 
initiatives 

◆ Prior to joining Catalyst Capital 
at its inception in 2002, worked 
at AT&T Latin America, was a 
founding member of Bank of 
America International  
Merchant Banking Group and, 
prior to that, worked in Bankers 
Trust’s Merchant Banking 

Group 
◆ Holds a double B.S. in Finance 

and Economics from NYU 
Stern School of Business, 
MBA from Columbia University 
and has completed graduate 
courses in Mathematics, 
Information Technology and 
Computer Sciences at Harvard 

◆ Renowned leader in gaming 
sector 

◆ Considerable transactional and 
operational experience 
focused on gaming and leisure 
sectors 

◆ Executive leader overseeing 
successful growth of Scientific 
Games and Inspired 
Entertainment 

◆ Led prior SPACs through 
successful acquisitions and 
integration 

◆ Received undergraduate 
degree in Economics from 
University of Toronto, MSc 
from the London School of 
Economics and MBA from 
Columbia Business School 
where he was a member of the 
Board of Overseers for 10 
years 

 

◆ Long-time gaming sector 
operator and investor 

◆ Investment banking and direct 
investing experience focused 
on gaming and leisure 

◆ Accomplished Executive and 
Director with ability to navigate 
complex and uncertain 
environments 

◆ Executive leader and/or 
director of multiple SPAC 
successor entities 

◆ Led prior SPACs through 
successful acquisitions and 
integration 

◆ Holds a B.S. in Economics 
(concentrations in Finance and 
Accounting) from The Wharton 
School at the University of 
Pennsylvania, MBA from  The 
Wharton School at the 
University of Pennsylvania and 
has completed a director’s 

education program at the 
Anderson School at UCLA 

 

◆ President and CEO of 
Gateway Casinos since 
Oct. 2013 

◆ Shortly following  
completion of the 
transaction, Mr. Santo will 
retire from the Company; he 
will serve as an advisor to 
the Board of Directors and 
Mr. Falcone for 3 months 
thereafter to ensure a 
smooth transition 

◆ President  and  CEO of 
Santo Gaming LLC  from 
2007-2013  

◆ Previously served as 
Senior VP of Operations, 
Products and Services for 
Harrah’s Entertainment and 
Senior VP of Western and 
Mid-South Regions for 
Caesars 

◆ Bachelor of Science 
Degree in Hotel Admin. at 
the Univ. of Nevada, Las 
Vegas 

◆ To become President and CEO 
shortly following completion of 
the transaction 

◆ Extensive experience in the 
gaming and leisure sectors in 
both corporate and financial 
advisory roles 

◆ Currently serves as President 
and CFO of Sightline 
Payments LLC since Feb. 
2019 and as a member of 
LACQ’s Board of Directors 

since Dec. 1, 2017 

◆ Previously served as CFO and 
Treasurer of Red Rock Resorts 
and Station Casinos (Jun. 
2011 – May 2017) 

◆ Previously served as CFO of 
Fertitta Entertainment  (Oct. 
2010 – May 2016)  

◆ Prior experience also includes 
Goldman Sachs & Co., 
Magnetar Capital, Deutsche 
Bank and Bear Stearns 

◆ Holds a B.S. from Cornell 
University (concentrations in 
Hospitality Real Estate Finance 
and Food & Beverage) 

 

◆ Appointed Chief 
Accounting Officer in 
Jan. 2020; Served as 
Senior VP, Finance 
since Mar. of 2018 

◆ Prior to her role as 
Senior VP, served as 
VP, Finance from Jul. of 
2016 to Feb. 2018 and 
as Director, Finance 
from Aug. 2011 to Jul. 
2016 

◆ Previously a Senior 
Manager at 
Pricewaterhouse 
Coopers LLP 

◆ Chartered Professional 
Accountant (CPA-CA); 
Bachelor of Commerce 
from Univ. of British 
Columbia 
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CONFIDENTIAL 

Transaction Summary (1) 

3 

• Leisure Acquisition Corp. (“LACQ”) to merge with a wholly-owned subsidiary of GTWY Holdings Limited (“GTWY”), the 
parent holding company and sole shareholder of Gateway Casinos, with LACQ shareholders / warrant holders to receive 
GTWY common shares / warrants upon the merger 

• GTWY common shares expected to be listed on the NYSE upon consummation of the transaction, with GTWY qualifying as 
a foreign private issuer  

Transaction Structure 

• US$1.1Bn (C$1.5Bn) pro forma enterprise valuation 

• 7.5x 2020 Projected Adjusted EBITDA (2)  
Valuation  

• US$30MM equity commitment from HG Vora Capital Management LLC (“HG Vora”); including existing invested capital, HG 
Vora’s total capital commitment to the Company is in excess of US$100MM (3) 

• Up to US$189MM LACQ Trust rollover proceeds (4)  
• Gateway shareholders rollover 

Funding Sources 

• LACQ and GTWY shareholder approval, gaming regulatory approvals and contractual approvals from Crown agencies 
• Registration statement and approval for listing on NYSE Required Approvals 

• Marc Falcone expected to become President and CEO of Gateway shortly following completion of the transaction 
• Lorne Weil, Daniel Silvers, Marc Falcone, Lyle Hall, Olga Ilich and Dr. Michael Percy are expected to join Gateway’s Board 

and Gabriel de Alba will continue to serve as Gateway’s Executive Chairman 
• Two additional independent directors will be appointed at or following the completion of the transaction such that Gateway’s 

Board will be comprised of up to 9 members 

Management and 
Independent Board 

Notes: 
1. Figures converted from USD to CAD at an exchange ratio of 1.3122 as of 12/26/19 
2. Based on 2020P (pre-IFRS 16) Adjusted Corporate EBITDA of C$195MM as provided by Gateway management, excluding the impact of the Non-Core Properties. The 7.5x transaction multiple is  shown before any LACQ and/or shared fees and expenses. To the 

extent Gateway’s shareholders pay LACQ’s fees and expenses, shares issued to the existing Gateway shareholders shall increase on a pro rata basis by the amount of LACQ’s fees paid by Gateway’s shareholders 
3. Includes existing investment in GTWY Holdings loan  
4. US$11.2MM redeemed on 11/26/2019; LACQ trust account includes US$10MM of proceeds from HG Vora  

 

• Existing Gateway shareholders eligible to receive an earn-out of 1.898 million and 2.846 million shares that vest upon GTWY 
stock trading at greater than $12.50 and $15.00 per share over a 2 and 3 year period, respectively 

• 18.975 million newly-issued warrants (equal tranches struck at US$11.50, US$12.50 and US$15.00 per share) issued to 
existing Gateway shareholders, to align incentives.  Existing private warrants held by LACQ insiders and HG Vora (and HG 
Vora private warrants from equity commitment) to be amended to be equal tranches struck at US$11.50, US$12.50 and 
US$15.00 

• 1.281 million options issued to certain members of management in the same proportion and equivalent term and conditions as 
the earn-out payment and the warrants being issued to existing shareholders of Gateway  

Contingent 
Consideration 

• The two Edmonton properties (Starlight Casino Edmonton and Grand Villa Casino Edmonton) are considered discontinued 
operations and are contemplated as being carved-out from the transaction (the “Non-Core Properties”) 

• All numbers presented in this presentation exclude the Non-Core Properties unless otherwise noted   
Other 
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CONFIDENTIAL 

C$ US$

Sellers' Rollover Equity 237 181

(÷) Issue Price of LACQ Shares $13.12 $10.00

Estimated Sellers Rollover Shares (MM) 18.055 18.055

(+) LACQ Public Shareholders 17.876 17.876

(+) LACQ Management and Board Shares 1.538 1.538

(+) HG Vora 6.463 6.463

Fully Diluted Shares Outstanding (MM) 43.931 43.931

(x) Issue Price of LACQ Shares $13.12 $10.00

Implied Total Equity Value $576 $439

(+) Rollover Debt 939 716

(-) Cash (53) (40)

Implied Enterprise Value $1,463 $1,115

EBITDA Projections Implied 
Multiple

C$ US$
FY2020P EBITDA(9) $195 $149 7.5x

FY2021P EBITDA(9) $215 $164 6.8x

Total Debt / 2020P EBITDA (10) 5.2x

Total Debt / 2021P EBITDA (10) 4.8x

Common Equity 12/31/2019 Adj. PF %
Catalyst Shares -- 13.282 13.282 30.2%
Other Current Gateway S/H -- 4.772 4.772 10.9%
LACQ Public Shareholders 17.876 -- 17.876 40.7%
LACQ Management and Board (8) 2.538 (1.000) 1.538 3.5%
HG Vora 6.463 -- 6.463 14.7%

Total Ownership Shares 26.876 17.055 43.931 100.0%

Sources of Funds C$ US$
SPAC Trust Proceeds (3) 248 189
HG Vora Equity Commitment 39 30

Total Sources 287 219

Uses of Funds C$ US$
Gross Cash to Gateway Shareholders (4) 56 42
OpCo Debt Paydown 14 11

Cash to Paydown HoldCo Term Loan (5) 201 154

Illustrative Transaction Fees (6) 16 12
Total Uses 287 219

4 

($MM, except share price) 

Transaction Summary (cont’d) 

Sources and Uses (1) (2) 

Pro Forma Ownership (7) 

Notes: 
1. Assumes no SPAC redemptions beyond US$11.2MM redeemed on 11/26/2019; excludes shared expenses 
2. Figures converted from USD to CAD exchange ratio of 1.3122 as of 12/26/19 
3. Assumes full roll of HG Vora US$10MM Public Float 
4. Represents gross cash proceeds to existing Gateway shareholders prior to the payment of any transaction fees or management incentive payments; to the extent Gateway’s shareholders pay LACQ’s fees, shares issued to Gateway shareholders will be 

increased on a pro rata basis by the amount of LACQ’s fees paid by Gateway’s shareholders 
5. Balance as of 12/31/2019 as projected by Gateway Management 
6. Transaction fees shown net of illustrative accrued interest available in LACQ Trust  
7. Pro Forma Ownership represents ownership at close before the exercise of warrants and vesting of earn-outs and options 
8. Catalyst and other current Gateway shareholders to be allocated 1MM founder shares pro rata from members of LACQ Management 
9. Adjusted Corporate EBITDA projections as provided by Gateway management (pre-IFRS 16) excluding Adjusted Property EBITDA from the Non-Core Properties 
10. Leverage stats include C$82MM letters of credit; based on 2020P and 2021P Adjusted Corporate EBITDA of C$195MM and C$215MM, respectively 

($MM) 

(MM) 

Pro Forma Capitalization (1) (2) (3) 

Note: Flag for Dan S 
whether we break out 
“other current gway 

SH” 
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CONFIDENTIAL 

Anticipated Transaction Timeline  

5 

• Transaction Agreement Executed and Announced December 2019 

• Preliminary Proxy Materials Filed with the SEC 

• Set Record Date for Shareholder Vote 

• Expected Mailing of Final Proxy Materials to Shareholders 

First Quarter 2020 

Note: Estimated timeline based on current information and is subject to change 

• Expected Receipt of Regulatory Approval and Contractual Approval from Crown 
Agencies 

• Hold Shareholder Vote and Anticipated Close of Transaction 

Second Quarter 
2020 
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CONFIDENTIAL 

7.5x  

8.7x  

14.1x  

12.3x  12.1x  

9.3x  
8.4x  

8.7x  
8.3x  

7.9x 

Illustrative Trading Comparables  

6 

(5) 

Average: 10.2x 

2021P EV / 
EBITDA 

Multiples: 
Source: Capital IQ and Wall Street research as of 12/26/2019  

Notes: 
1. Gateway EV / EBITDA multiple based on enterprise value implied by US$10.00 per share cost basis; 2020 (pre-IFRS 16) Adjusted Corporate EBITDA of C$195MM based on Gateway management projections excluding Non-Core Properties  
2. Pro Forma for Great Canadian’s acquisition of Clairvest’s interest in the West GTA and GTA Bundles. Includes an estimated C$510MM and C$706MM adjustment for future estimated attributable capex spend at the West GTA and GTA Bundles in 2020 and 2021, 

respectively  
3. Pro forma for the expiration of the Native American Management Fee 
4. Includes $250MM of synergies 
5. Includes $500MM of synergies   

(1) 

Gateway Offers a Compelling Value Proposition when Compared with Gaming Peers 

(4) (2) 

2020P Enterprise Value (EV) / EBITDA Multiples 

6.8x 8.6x 12.4x 11.0x 10.2x 8.5x 7.7x 8.5x 

(3) 
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CONFIDENTIAL 7 

Highlights 

• Founded in 2002, The Catalyst Capital Group is a Toronto based private equity 
investment management firm with C$6Bn in assets under management 

• The Catalyst team collectively possesses more than 110 years of relevant experience in 
restructuring, credit markets and merchant and investment banking in both the U.S. and 
Canada 

Partnership with Gateway 

• Catalyst currently beneficially owns or manages ~74% of the outstanding common shares 
of the Company 

• Since acquiring Gateway’s equity in 2010, Catalyst has been committed to long-term 
sustainable growth and has been instrumental in the Company’s acquisition, renovation 
and rebranding initiatives 

• As majority owner, Catalyst has supported implementation of Gateway’s strong corporate 
and property operating teams, diversified growth initiatives, and industry-leading operating 
model which, over the last six years, led to doubling of locations and Adjusted EBITDA, 
increasing slot machines by 3x, increasing table games by 2x and adding 56 new F&B 
outlets across British Columbia and Ontario 

• Gabriel de Alba, Managing Director and Partner, currently serves as the Executive 
Chairman and Director of Gateway  

Highlights 

• US$5Bn+ event driven and value oriented investment firm founded in 2009  

• Invests opportunistically across the capital structure 

• Deep expertise in consumer and real estate sectors including gaming, lodging, leisure, 
retail, travel and specialty finance 

Partnership with Leisure / Gateway 

• Post-transaction, HG Vora will have invested in excess of US$100MM in Gateway, 
including existing invested capital  

• In October 2019, HG Vora invested in the Company through a US$150MM HoldCo Term 
Loan 

• As part of the SPAC transaction, certain affiliated funds of HG Vora to provide US$30MM 
equity commitment 

• Pro forma for the transaction, HG Vora will own ~15% of the Company (1) 

HG Vora 

Select Investments 

Catalyst Capital 

Select Investments 

Note: 
1. Assumes no SPAC redemptions beyond the US$11.2MM redeemed on 11/26/2019 and full roll of HG Vora US$10MM Public Float 

Backed by Marquee and Proven Gaming 
Investors 
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CONFIDENTIAL 

Experienced Board  

12 

• Has served as President of Suncor Developments Ltd. since Jul. 1997 and was an elected member of the 
Legislative Assembly of British Columbia from 2005 to 2009, serving as the Minister of Tourism, Sport and the 
Arts, and the Minister of Labour and Citizens’ Services 

• Extensive Board experience, having served most recently as the Chair of the Board of Destination Canada 

Olga Ilich 

• Previously President and Managing Director of HLT Advisory Inc. (Aug. 2005 – May 2017) and National Director 
of KPMG Canada’s Hospitality, Leisure & Tourism practice prior to his time at HLT Advisory Inc. 

• Intimately involved in the evolution of land-based casino gaming in Canada having advised senior management 
and the boards of most provincial gaming corporations  

Lyle Hall 

• Renowned leader in the gaming sector with extensive experience in leading prior SPACs through successful 
acquisitions and integration 

• Currently serves as Founder and Principal of Hydra Management, Executive Chairman of Inspired Entertainment 
and Non-Executive Chairman of Tecnoglass 

Lorne Weil 
Vice Chairman 

• Long-time gaming sector operator and investor with extensive experience as an executive leader / director of 
multiple SPAC successor entities 

• Currently serves as Founder and Managing Member of Matthew Lane Capital Partners LLC, Chief Strategy 
Officer of Inspired Entertainment and Independent Director of Avid Technology, Inc.  

• Led prior SPACs through successful acquisitions and integration 

Daniel Silvers 
Vice Chairman 

• Currently serves as Gateway’s Executive Chairman and will continue in this role post-Transaction 
• Joined Catalyst in Oct. 2002 and has served as  Director or Senior Officer of various Catalyst portfolio 

companies, including Frontera Energy Corporation, Geneba Properties and Cabovisão  

Gabriel de Alba 
Executive Chairman 

• Currently serves as an Independent Director of K-Bro Linen Inc. and previously served as the Chief of Staff to 
Alberta Premier Jim Prentice from Sep. 2014 to May 2015 

• Experienced Board member, having served as a director for ATB Financial, Epcor Utilities Inc., Matrikon and 
Sawridge 

Dr. Michael Percy 

• Will serve as CEO and President of Gateway post-closing 
• Extensive industry experience in the gaming and leisure sectors in both corporate and financial advisory roles 
• Previously the Chief Financial Officer and Treasurer of Red Rock Resorts from Oct. 2015 to May 2017 and the 

Chief Financial Officer of Station Casinos LLC (Jun. 2011 – May 2017) 
Marc Falcone 

8 

• Two additional independent directors are expected to be appointed at or following the completion of the 
Transaction such that Gateway Board of Directors will be comprised of up to 9 members Additional Directors 
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CONFIDENTIAL 

Leading Operator of Integrated Gaming and 
Entertainment Destinations 

10 

Notes: 
1. Gateway Management Projections; excludes the Non-Core Properties. Projections rounded to the nearest million 
2. Financials exclude Adjusted Property EBITDA for Non-Core Properties and are shown pre-IFRS 16. 2017 and 2018 figures include a C$35MM and C$6.9MM adjustment, respectively, for the Sale Leaseback transaction (“SLB Transac tion”) in which Gateway 

sold the real estate of Grand Villa Casino Burnaby, Starlight Casino New Westminster and Cascades Casino Langley to a third-party on March 12, 2018 

C$116 

C$163 
C$174 

C$195 
C$215 

C$250 

2017 2018 2019P 2020P 2021P 2022P

Adjusted Corporate EBITDA (C$MM) 

• One of the largest and most diversified gaming and entertainment 
companies in Canada 

• Owns and operates 25 leading gaming and entertainment venues 
across British Columbia and Ontario  

̶ British Columbia: Operates over 40% of all slot machines and 
table games  

̶ Ontario: Contractually exclusive service provider in the Southwest, 
North, and Central Bundles (as conducted and managed by Ontario 
Lottery and Gaming  Corporation) 

• Demonstrated track record of successfully operating, developing and 
acquiring gaming properties and contributing to the communities in which 
Gateway operates 

• Consistently delivering on its organic growth initiatives and is well-
positioned for the future with a strong growth pipeline of new 
development, renovation, and rebranding efforts 

• Defensible barriers to entry due to rigorous regulatory requirements, 
proven branding strategy and deep industry and operational expertise 

• High-quality locals-focused and resilient customer base  

• Proven and proprietary F&B and gaming offerings branded to market 
size, market growth potential and local community demographic 

• C$195MM 2020P Adjusted Corporate EBITDA 

Gateway at a Glance (1) Company Snapshot (1)  

25 
Core Properties 

Across 2 
Provinces 

365 
Tables 

12,815 
Slots 

3 
Hotels & 

Convention 
Centers 

72 
F&B 

Outlets 

7,400 
Employees 

Robust Financial Growth Profile (1) (2) 
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CONFIDENTIAL 

Attractive and Diverse Property Portfolio 

11 

New Westminster, BC Kamloops, BC Hanover, ON 

Burnaby, BC Burnaby, BC Penticton, BC 

Burnaby, BC 

Recently Refreshed Properties with No Deferred Capex Spend 

Rama, ON  Point Edward, ON 
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CONFIDENTIAL 

Investment Highlights 

12 

1 2 4 5 6 
Geographically 

Broad and 
Economically 

Diversified 
Footprint 

Unique and 
Attractive 

Regulatory 
Environment in 

Historically 
Resilient Markets 

 

Differentiated 
Business Model 

Expected to Drive 
Strong Free Cash 
Flow Conversion 

Proven Branding 
Strategy Focused 

on Proprietary 
Offerings 

Tailored to Local 
Market 

Highly 
Experienced 
Management 
Team with a 

Proven Track 
Record 

3 
Operates in 

Highly Populated 
Markets that are 

Relatively 
Underpenetrated 

Gateway: Platform Positioned for Strong EBITDA Growth and FCF Generation 
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CONFIDENTIAL 

BRITISH 
COLUMBIA 

ALBERTA 

SASKATCHEWAN 

MANITOBA 

ONTARIO 

QUEBEC 

Geographically Broad and Economically 
Diversified Footprint (1) 

13 

Existing Property 

Planned Property 
9 Managed competition limits new 

supply 

9 Operates 5 out of the 7 casinos in 
the Thompson-Okanagan region 

9 Contributes 49% of 2019P 
Adjusted Property EBITDA (4) 

9 Exclusive service provider  
within three bundles 

9 In-place growth initiatives 

9 Contributes 51% of 2019P 
Adjusted Property EBITDA (4) 

British Columbia 

Ontario (SW, N. and Cen. 
Bundles) 

Gaming Share 

43% (2) 

100% (3) 

Existing Property 

Planned Property 

North Bundle 

Central Bundle 

Southwest Bundle 

4.1 

11.6 

Adult Population 

14 

11 

Existing Properties 

1 

3 

Planned Properties 

British Columbia Ontario 

MM 

1 

Notes: 
1. Excludes Non-Core Properties 
2. Based on number of gaming positions in markets served. British Columbia gaming share based on the markets (Lower Mainland, Thompson-Okanagan and Vancouver Island) in which Gateway operates 
3. Represents gaming share within the applicable bundle; Gateway currently operates 3 out of the 8 total bundles as conducted and managed by the OLG 
4. Based on Gateway management projections; excludes the Non-Core Properties 

MARITIME 
PROVINCES 
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CONFIDENTIAL 

BCLC pays for all slots and 
maintenance capex Crown Agency Support 

Modernization process 
designed to maximize 

property potential and drive 
total revenue 

Unique and Attractive Regulatory 
Environment. . . 

14 

100% 
Gateway does not pay a gaming tax for F&B, Entertainment 

and Other Revenue generated at its properties  

% of F&B, Entertainment and 
Other Revenue Retained by 

Gateway 

Public / Private 
Partnership 

Limited 
Competition 

Long-Term 
Stability and 
Visibility  

Policies to manage 
competition between 
gaming properties; 

controlled implementation 
of new gaming positions 

High Barriers  
to Entry 

Operator exclusivity within 
each bundle 

Up to 20 Years  
No license expiring prior to 

2038 

Long-Dated  
Operating Agreements / 

Licenses 
~20 Years (1) 

British Columbia Ontario 

9 

9 

9 

2 

Note: 
1. Central Bundle operating agreement term of approximately 23 years 
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Canada 

…in Historically Resilient Markets 

15 

Notes: 
1. Peak to trough decline is calculated as the percentage change between fiscal year 2010 and fiscal year 2008 for the Canadian markets and the percent change between calendar year 2009 and calendar year 2007 for the U.S. markets.  
         Canadian fiscal year end is March 31 
2.      From 2008 to 2010, all Ontario properties were still operated by the OLG 
3.      Five largest locals driven markets include Nevada (excluding contribution from Las Vegas strip), Pennsylvania, Louisiana, Illinois and New Jersey. Illinois data includes Video Gaming Terminals 

Outperformance During Financial Crisis: Peak-to-Trough Decline (1)(2) 

U.S. 

British Columbia  Ontario 
Total Core 
Gateway 
Markets 

5 Largest 
Locals-Driven 

Markets (3) 

Las Vegas 
Strip Locals-Focused  

 
Underpenetrated 
Markets  

Diversified Across 
Geographies and 
Product Offerings 

9 

9 

9 

(0.2%) 

(2.5%) 
(1.8%) 

(11.5%) 

(18.7%) 

2 
1665

1688
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CONFIDENTIAL 

With the Recent Modernization Process, We Believe Ontario Represents the Greatest Growth 
Opportunity 

16 

Adults Per Gaming Position (1)(2)(3) Gaming Spend per Adult (C$) (1)(2)(4) 

Average of 
Top 5 U.S. 
Locals Driven 
Markets 

134 705 6.6 

British 
Columbia 248 462 4.1 

Ontario 11.5 416 333 11.6 

Notes:  
1. Adult population includes individuals ages 18 years and older; population statistics as of July 1, 2018 for Canada, December 2018 for United States 
2. Top 5 U.S. locals driven markets include Nevada (excluding contribution from Las Vegas strip), Pennsylvania, Louisiana, Illinois and New Jersey; Illinois data includes VGTs (video gaming terminals) and Alberta data includes VLTs (video lottery terminals) 
3. Gaming positions as of 3/31/2019 for Top 5 U.S. Locals Driven Markets, Ontario and British Columbia; table games includes poker tables and assumes six gaming positions per table 
4. Gaming spend is presented for the last twelve months as of March 31, 2019. U.S. gaming spend assumes an exchange rate of $1.31 per US$1, representing the average exchange rate from April 1, 2018 to March 31, 2019 

Adult Population (MM) (1)(2) 

Operates in Highly Populated Markets 
that are Relatively Underpenetrated 

9 Enormous Population 
Catchment 

9 Underbuilt Casino 
Supply 

9 Underpenetrated 
Player Demand 

3 

Gateway 
Markets:  

1666
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C$174 (21) 
(3) C$150 

2019P Adj. Corporate
EBITDA

Less: Maintenance
Capex

Less: Cash Taxes Adj. Free Cash Flow

86% 
90% 86% 

78% 75% 75% 
65% 

GTWY RRR GDEN CHDN BYD PF ERI MCRI

Differentiated Business Model Expected to 
Drive Strong Free Cash Flow Conversion 

17 

Notes: 
1. Free Cash Flow Conversion defined as Adjusted Free Cash Flow divided by Adjusted EBITDA (excl. Adjusted 

Property EBITDA for Non-Core Properties) 
2. Gateway Management estimate of equipment and maintenance savings based on a six year refresh cycle 
3. Adjusted free cash flow calculated as Adjusted Corporate EBITDA less maintenance capex and cash taxes 
4. Gateway Management projections rounded to the nearest million 
5. Great Canadian excluded from peer set due to lack of maintenance capex publication  
6. Assumes $500MM in synergies 
7. Cash taxes for MCRI uses LTM 6/30/18 as proxy for 2019P 

Characteristics Driving High Free Cash Flow Conversion 

2019P Adjusted Free Cash Flow (3) (4)  

C$MM 

Low Capital Expenditures and Existing NOL Balance Drive Strong Free Cash Flow Conversion (1); 
Free Cash Flow Used to Fund Growth Strategies and De-Lever 

Lower Maintenance Capex 9 
• ~C$20-30MM per year saved on slot machines  
• Lower maintenance due primarily to BCLC purchase and 

maintenance of slots  (2) 

Large Existing NOL Balance 9 • Current NOL balance of C$375MM as of 9/30/19 

4 

2019P Free Cash Flow Conversion vs. Peers (3) (4) (5) 

Source: Broker Reports, Company Filings 

12.1x 8.3x 14.1x 8.7x 8.4x 12.3x 

(6) 

7.5x 
EV / 

2020P 
EBITDA 

(7) 

86% FCF 
Conversion 

1667
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Proven Branding Strategy Focused on 
Proprietary Tailored Offerings 

Assigning Brands to Markets 

Market size and growth 

Brand proximity 

Local character 

 

Competitive Advantages 

Tailored customer experience 

Speed to market 

Loyalty builder 

THE RIGHT FIT  
FOR THE RIGHT MARKET 

GAMING BRANDS 

FOOD & BEVERAGE BRANDS 

Community focused 

Neighborly  

Relaxed 

Community focused 

Casual 

Approachable  

Urban market focus 

Contemporary  

High energy 

Urban market focus 

Premium 

Stylish  

Modern steakhouse 

Elevated 

Memorable 

Creative pub food 

Lively sports bar 

Welcoming 

Authentic Asian 
flavors 

Exciting  

Interactive 

Variety 

Great Value 

Casual 

Modern supper club 

Showcase theatre 

Vintage cabaret  

Integration of Proprietary F&B Offerings within Existing Casinos Has Driven Consistent 
Increases in Annual Revenue, Including Strong Growth in Gaming Revenue 

5 
1668
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Marc Falcone 
Chief Executive 

Officer and 
President 

Highly Experienced Management Team with 
a Proven Track Record 

19 

Marc Falcone to Lead Gateway as President and CEO to 
Further Accelerate its Growth Strategy   

Notes: 
1. Ms. Kormos previously was a consultant of the Company for 2 years assisting with the development of Gateway’s bids under 

the Ontario modernization process 
2. Mr. McInally previously was a consultant of the Company for 2 years assisting with the development of Gateway’s bids under 

the Ontario modernization process 

Carrie Kormos, Chief Marketing and Communications Officer 
3+ Years at Gateway(1) | 18+ Years of Experience (Caesars Windsor, Fallsview Casino 
Resort & Casino Niagara – consultant advisor, Magna Entertainment) 

Tolek Strukoff, Chief Legal and Administrative Officer 
3+ Years at Gateway | 10+ Years of Experience (Lawson Lundell LLP, UrtheCast, 
Westport Fuel Systems) 

Scott Phillips, SVP, Human Resources 
6+ Years at Gateway | 20+ Years of Experience (JD Sweid Foods, Sodexo 
Canada, Abitibi-Consolidated, TimberWest) 

Jagtar Nijjar, EVP, Development and Construction 
23+ Years at Gateway | 25+ Years of Experience 

Terry McInally, Chief Compliance and Risk Officer & Chief Information Officer 
2+ Years at Gateway(2) | 20+ Years of Experience (Richter Advisory, PwC, AGCO) 

Robert Ward, Chief Operations Officer 
6+ Years at Gateway | 20+ Years of Experience (Points West Hospitality, Sequoia 
Enterprises, Keg Restaurants) 

Queenie Wong, Chief Accounting Officer 
8+ Years at Gateway | 14+ Years of Experience (PwC) 

Hargo Roopra, SVP, Operations and Marketing Analytics 
11+ Years at Gateway | 11+ Years of Experience 

Michael Snider, SVP, Legal Affairs 
3+ Years at Gateway | 13+ Years of Experience (Westport Fuel Systems, Lawson 
Lundell LLP) 

Jamie Papp, SVP, Casino Operations 
2+ Years at Gateway | 22+ Years of Experience (Mirage Resorts, Wynn Resorts, 
American Gaming Systems, Caesars Entertainment) 

6 

Supported by an Existing Management Team with Industry 
Expertise, Deep Relationships and 125+ Years of Experience  

• Will replace retiring CEO, Tony Santo, as Chief Executive Officer and President of 
Gateway Casinos 

• Highly respected executive with extensive experience in the gaming and leisure 
sectors in both corporate and financial advisory roles 

• Currently serves as President and Chief Financial Officer of Sightline Payments 
LLC, a digital commerce platform for the gaming industry, and as a member of 
LACQ’s Board of Directors since Dec. 1, 2017 

• Previously served as CFO and Treasurer of Red Rock Resorts and Station 
Casinos (Jun. 2011 – May 2017). Oversaw a ~600% increase in the equity value 
of Red Rock Resorts during his tenure at the Company ($2.8Bn in May 2017 vs 
estimated $400MM in Jun. 2011) 

• Served as the Chief Financial Officer of Fertitta Entertainment from Oct. 2010 
though May 2016 

• Prior experience also includes Goldman Sachs & Co., where he focused on 
restructuring transactions in the hospitality and gaming sectors, Magnetar Capital, 
Deutsche Bank and Bear Stearns 

Professional Experience 

1669

1692



0 
46 
86 

249 
190 
0 

221 
0 
49 

209 
211 
211 

35 
34 
34 

0 
59 
113 

59 
92 
173 

125 
174 
211 

121 
153 
0 

196 
214 
0 

245 
196 
0 

205 
151 
0 

126 
153 
192 

146 
146 
146 

0 
40 
86 

255 
199 
0 

233 
0 
76 

196 
214 
0 

255 
76 
0 

117 
47 
138 

Proven Growth 
Platform 

Section 3 
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C$62 

C$116 

C$163 
C$173 C$174 

C$195 
C$215 

C$250 

2016 2017 2018 9/30/19
LTM

2019P 2020P 2021P 2022P Cascades North Bay 

Grand Villa Edmonton 

21 

Adjusted Corporate EBITDA; 2016 – 2022 (C$MM) 

Growth 
CapEx 
(C$MM) 

Historical Implied  
ROIC (3):   
21% 

Series of Expansions, Acquisitions, Relocations and New Builds Have Generated Attractive 
Historical Implied ROICs  

Strong Track Record of Successful Capital 
Allocation  

Growth Capex 
(2017-

9/30/19): 
C$459MM 

Incremental 
Growth 
EBITDA: 

C$98MM (2) 

Capex is Driving Strong EBITDA Growth… (1)  …and Attractive Returns 

Notes: 
1. Adjusted Corporate EBITDA is shown pre-IFRS 16 and excludes Adjusted Property EBITDA for Non-Core Properties. Adjusted Corporate EBITDA includes a C$35MM, C$35MM and C$6.9MM pro forma adjustment for the SLB Transaction in 2016, 2017 and 

2018, respectively. Projections rounded to the nearest million 
2. Accounts for illustrative compounded annual organic Adjusted Corporate EBITDA growth of 3% from (i) 2016 – 9/30/19 for the historical implied ROIC calculation and (ii) 9/30/19 – 2022 for the projected implied ROIC calculation 
3. Historical ROIC is defined as Incremental Adjusted Corporate EBITDA from growth capital expenditures generated between 9/30/19 LTM and 2016 divided by cumulative growth capital expenditures spent between 2017 - 9/30/19 LTM 
4. Projected ROIC is defined as projected Incremental Adjusted Corporate EBITDA from growth capital expenditures generated between 2022 and 9/30/19 LTM divided by cumulative growth capital expenditures spent between Q4’19 - 2022  
5. 2019 YTD (through 9/30) growth capex is C$115MM 

19 198 146 148 200 80 13 146 

Growth Capex 
(Q4’19-
2022P): 

C$326MM 

Incremental 
Projected  
Growth 
EBITDA: 

C$55MM (2) 

Historical Projected 

Projected Implied 
ROIC (4):   
17% 

(5) 

1671

1694
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9 ~12k sq. ft. added 

9 Increased slots by 75 (50 were 
installed in 2018) and tables by 3 

9 Expanded Match Eatery & Public 
House by adding a patio in 2018, 
and added Atlas Steak + Fish in 
2019 

9 Refresh of Coast Hotel, 
convention center and ballroom 

Burnaby 

Langley 

C$36 
C$41 C$43 

2019P 2020P 2021P

C$24 C$25 C$26 

2019P 2020P 2021P

Projected Adjusted Property EBITDA (C$MM) (1) 

Completed Investments in British Columbia 
Position Gateway to Capture Immediate Returns 

9 Expansion of gaming space 
9 Opened Atlas Steak + Fish and 

Chow Lucky Noodle Bar 
9 Added an incremental 130 

machines in Sep. 2019 to bring the 
total to 1,330 at the site  

9 Added a Pulse gaming arena with 
35 units  

9 Delta Hotel renovation 
9 Refresh and relocation of the 

poker room, hotel lobby and high 
limit room 

Completed: 
September 2019 

Project Cost: 
C$22MM 

Completed:  
July 2019 

Project Cost: 
C$19MM 

2018 and 2019 Completed Projects 

Note: 
1. Adjusted Property EBITDA figures shown pre-IFRS 16 

1672
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Growth-Oriented Ontario Modernization  
Process… 

In March 2012, the OLG announced its modernization process with the aim of attracting private 
partners to invest in and operate facilities across the province 

Working with strong 
operators to bring 

world-class operating 
strategies to casinos 
across the province 

Maximize property 
potential and drive 

total revenue 

Relocate facilities in 
rural areas to denser 
population centers (1) 

Modernize gaming 
technology in-line with  

current industry 
standards 

Operators’ bundles 
provide each with 

exclusivity and 
exclusive right to 

develop new sites for 
a fixed period of time 

Add table games to 
enhance appeal to 
younger patrons (1) 

Operators keep 100% 
of all F&B and other 

non-gaming revenue, 
driving investments in 

new venues within 
facility 

Note: 
1. Subject to contractual approvals from Crown agencies and other required approvals 

1673
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CONFIDENTIAL 

Greater Southern Ontario has a total 
population of 12.7 million 

Three largest North Bundle cities have 
populations of 75,000 to 165,000 

Innisfil (and surrounding area) in Central 
Bundle has population of ~200,000 

London in Southwest Bundle is a city of 
~400,000 

Limited competition between bundles 

24 

OTTAWA 

SAULT STE MARIE 

TORONTO 

WINDSOR/ 
DETROIT (US) 

NIAGARA 

Current Gateway Property 

Non-Gateway Property 

North Bundle 

Central Bundle 

Southwest Bundle 

Anticipated Future Gateway 
Property 

LONDON 

ONTARIO 

WESTERN ONTARIO 

THUNDER BAY 

KENORA 

…has Created a Unique Growth Opportunity  
in Ontario 

Population Density (km˄2) 
0 – 0.1 
0.1 – 0.25 
0.25 – 0.5 
0.5 – 1 
1 – 2.5 
2.5 – 5 
5 – 10 
10 – 25 
25 – 50 
50 – 100 

1674
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Ability to Generate Additional Growth Through 
Infrastructure and Operational Expertise 

Since acquiring the Ontario Bundles, management has continued to implement a number of 
operational initiatives to increase revenue and reduce costs 

Refreshed and reconfigured 
slot floors to increase 

revenue by introducing 
more current product / titles 

and better product mix 
 

Restructured pension 
program to provide a similar 

level of benefit as provided by 
the OLG at a lower cost 

Right-size staff and optimized 
the use of part time labor 

 
Leveraged existing F&B 

supply contracts to increase 
buying power and reduce food 

and beverage costs 
 

Overhauled marketing 
programs by introducing 

proven BC programs and data 
analytics while eliminating 

ineffective legacy programs  

Modified reinvestment to 
reflect local market conditions 

including eliminating cash-
back, introducing “must be 

present to win” for draws and 
deploying weekly offer 

program to drive visitation 

 
Incorporated ATM machines 
into existing contracts and 

increase fee per ATM 
transaction  

 
 
  

1675
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Section 4 

Executing on  
Multiple Growth 
Initiatives 
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Near-Term Identifiable Growth Strategies 

Note: 
1. Gaming expansion figures as of November 9, 2019 

1 2 

Growth Capital for Renovation, Rebranding 
and Redevelopment from 2016 – Q3’19:  

C$479MM 

Q4’19 – 2022  Planned Future 
Growth Capex:  

C$326MM 

Ongoing Deployment of Proven 
Strategies at Ontario Properties 

Drive Multi-Year Growth 
Pipeline in New Ontario 

Markets and Relocations in BC 

Slots +716 

Tables +111 

F&B-Branded Outlets +12 

Slots +1,450 

Tables +38 

F&B Branded Outlets +9 

Renovations (1) New Builds / Relocations (1) 

Future Planned Capex Expected to be Funded from Cash on Hand and Free Cash 
Flow Generated 

 

1677
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Ongoing Deployment of Proven Strategies  
at Ontario Properties 

28 

◆ Relocated existing gaming facility to adjacent building and rebranded as 
Playtime 

◆ Added 8,225 gaming sq. ft., including 111 slot machines and 8 tables 
(previously none) 

◆ Added a MATCH Eatery & Public House and The Buffet 

◆ Added 3,600 gaming sq. ft. and 123 slot machines 
◆ Added live gaming with the addition of 26 tables (previously none)  

◆ Relocated from Dresden (population of ~2.8k) to Chatham (population of 
~40k) 

◆ Branded as a Cascades Casino 
◆ Constructed ~45,284 sq. ft. new facility with ~28,642 sq. ft. gaming floor (incl. 

back of house area) including 176 slot machines, 10 tables (previously none), 
a MATCH Eatery & Public House and The Buffet 

◆ New, Starlight-branded facility relocated to London 
◆ Constructing ~102,967 sq. ft. facility with ~55,961 sq. ft. gaming floor 

(incl. back of house area), including 133 slot machines and 38 tables (8 
added in 2019) 

◆ Adding 4 F&B outlets (Atlas Steak + Fish, MATCH Eatery & Public 
House, The Buffet and CHOW Noodle Bar) 

◆ New, Starlight-branded facility expected to be located near to downtown 
Sudbury 

◆ Constructing ~64,153 sq. ft. facility with ~21,598 sq. ft. gaming floor 
(excl. back of house area) including 173 slot machines, 21 tables 
(previously none) and 2 F&B outlets (MATCH Eatery & Public House 
and The Buffet) 

Hanover 
(SW)  

Gateway 
Innisfil 

(Central) 

Chatham  
 (SW) 

Sudbury 
(North) 

London 
(SW) 

Notes:  
1. Gaming expansion figures as of November 9, 2019 
2. Future expansion is subject to contractual approval from Crown agencies and other required approvals 

Completed: 
April 2019 

C$22MM Spent 

Completed: 
February 2019 
C$5MM Spent 

Completed: 
August 2019 

C$36MM Spent 

Q3’21 
C$3MM Spent 
C$72MM Future  
Spend 

1 

Q1’22 
C$4MM Spent 
C$56MM Future  
Spend 

◆ Renovation of existing gaming facility and rebranding as a Starlight Casino 
◆ Added 48 slot machines 
◆ Added a MATCH Eatery & Public House and The Buffet Completed: 

November 2018 
C$28MM Spent 

Point 
Edward 

(SW)  

SLOT  
MACHINES 

+410 
+306 

 
ADDITIONAL 

TABLES 

+52 
+59 

F&B BRANDED  
OUTLETS 

+6 
+6 

Aggregate  
Expansion (1) 

Completed 
Future (2) 

1678
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CONFIDENTIAL 

Multi-Year Growth Pipeline in New 
Ontario Markets and Relocations in BC 

29 

Expected New Developments and Relocations 

North Bay, Ontario Wasaga Beach, Ontario Kenora, Ontario Delta, British Columbia Mission, British Columbia 

◆ To be branded as a Cascades 
Casino 

◆ New ~38,524 sq. ft. facility 
with ~27,103 sq. ft. gaming 
floor (incl. back of house area) 
including 300 slot machines 
and 8 table games (2) 

◆ Adding 2 F&B outlets, 
including a MATCH Eatery & 
Public House and The Buffet 

◆ 125 km from the proposed 
Sudbury facility 

◆ To be branded as a Playtime 
Casino 

◆ New ~24,830 sq. ft. facility, with 
~16,303 sq. ft. gaming floor 
(incl. back of house area) (2) 

◆ Expected to have 200 to 250 
slots 

◆ Adding a MATCH Eatery & 
Public House 

◆ To be branded as a Playtime 
Casino 

◆ New 23,300 sq. ft. facility with 
~6,200 sq. ft. gaming floor 
(excl. back of house area), 
including 200 slot machines (2) 

◆ Adding a MATCH Eatery & 
Public House 

 

◆ To be branded a Cascades 
Casino 

◆ ~40,000 gaming sq. ft. 
including 500-600 slots and 30 
table games (2) 

◆ Adding 3 F&B outlets, 
including a MATCH Eatery & 
Public House, The Buffet and 
Atlas Steak + Fish 

◆ To engage a third-party to 
build and operate a hotel at 
the property (in process) 

 

◆ Relocate to a new ~32,000 sq. 
ft. facility with ~16,900 sq. ft. 
gaming floor (incl. back of 
house area) (2) 

◆ Planned increase of 100 slots 

◆ Adding MATCH Eatery & 
Public House and The Buffet 

 

Aggregate Expansion (1) 

SLOT MACHINES 

+1,450 
TABLES 

+38 
NEW F&B - BRANDED OUTLETS 

+9 
Notes: 
1. Gaming expansion figures as of November 9, 2019 
2. Based on preliminary project plan; actual gaming square footage may differ 
3. Projected budget includes C$15MM in cost savings through value engineering and provided BCLC and municipal authorities consent to any changes to the design, to the extent such consents are necessary. An additional C$5MM in savings is targeted which could 

further lower the total remaining spend to a projected C$76MM 

Q3’20 
C$7MM Spent 

C$26MM Future Spend 
 

Q4’21 
C$6MM Spent 

C$81MM Future Spend (3) 

 

Q1’22 
C$2MM Spent 

C$19MM Future Spend 
 

Q3’21 
C$2MM Spent 

C$27MM Future Spend 
 

2 

Q3’21 
C$1MM Spent 

C$9MM Future Spend 
 

New Markets Relocations 
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CONFIDENTIAL 

C$116 

C$163 
C$174 

C$195 

C$215 

C$250 

25.9%  24.8%  22.1%  22.5%  23.2%  24.1%  

--

20.0%

40.0%

60.0%

80.0%

100.0%

120.0%

140.0%

160.0%

180.0%

200.0%

75

125

175

225

275

325

2017 2018 2019P 2020P 2021P 2022P

Began 
Operating  

Central 
Bundle 

(July 2018) 

Gateway’s Financial Summary (2017A – 2022P) 

31 

(C$MM) 

Notes: 
1. Adjusted Corporate EBITDA figures are shown pre-IFRS 16; financials exclude revenue and Adjusted Property EBITDA for Non-Core Properties. 2017 and 2018 figures include a C$35MM and C$6.9MM pro forma adjustment for the SLB Transaction, respectively. 

Projections rounded to the nearest million  
2. Free Cash Flow Conversion calculated as Adjusted Corporate EBITDA less maintenance capex and cash taxes all divided by Adjusted Corporate EBITDA 

Adjusted Corporate EBITDA (1) Total Revenue (1) 

92% 95% 86% 91% 90% 

C$448 

C$657 

C$788 

C$865 

C$929 

C$1,037 

2017 2018 2019P 2020P 2021P 2022P

92% 

Projected Free Cash Flow Conversion % (2)  

Margin 

Began 
Operating  
Southwest 
and North 
Bundles 

(May 2017)  

(C$MM) 

Day 366 Saving Initiatives  

Source: Gateway Management Projections 

1681

1704



0 
46 
86 

249 
190 
0 

221 
0 
49 

209 
211 
211 

35 
34 
34 

0 
59 
113 

59 
92 
173 

125 
174 
211 

121 
153 
0 

196 
214 
0 

245 
196 
0 

205 
151 
0 

126 
153 
192 

146 
146 
146 

0 
40 
86 

255 
199 
0 

233 
0 
76 

196 
214 
0 

255 
76 
0 

117 
47 
138 

CONFIDENTIAL 

Long-Term Debt 12/31/2019 Adj. Pro Forma 

Revolver 34 -- 34

Vernon Mortgage 4 -- 4

Term Loan 579 (14) 565

Sr. Sec Notes (3) 338 -- 338

HoldCo Term Loan 201 (201) --

Total Debt 1,155 (216) 939

Excess Cash (4) 53 -- 53

Net Debt 1,102 (216) 886

Prudent Capital Structure  

Growth Strategies 
Expected to be Funded 
from Cash on Hand and 

Free Cash Flow 
Generated 

 

12/31/2019P Pro Forma Capitalization (C$MM) (1) (2) 

32 

- Don’t show the coupon on hold co note 
- Add Bonds are callable March  
- Add proforma cap including leverage 

stats 
 

Notes: 
1. 12/31/19 figures shown are as projected by management and are unaudited  
2. Pro forma capitalization assumes no redemptions beyond $11.6MM redeemed on 11/26/2019   
3. Senior Secured Notes are callable in March 2020  
4. Excludes cage cash of C$62MM 

Future Free Cash Flow to 
be Used to De-Lever the 

Business  
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CONFIDENTIAL 

C$MM
2018 LTM 9/30/19

Net Income 119.1                                                (125.9)                                                            
Amortization of Intangible Assets 26.1                                                  16.0                                                               
Depreciation of Property and Equipment 46.4                                                  99.6                                                               
Interest Expense 57.2                                                  102.8                                                             
Interest Income (0.4)                                                   (1.2)                                                               
Current Income Taxes 1.9                                                    3.2                                                                 
Deferred Income Tax Expense (Recovery) (2.4)                                                   (2.5)                                                               

Corporate EBITDA 247.9                                                92.0                                                               

Share-Based Compensation 9.0                                                    11.9                                                               
Change in Fair Value of Embedded Derivatives 5.3                                                    5.6                                                                 
(Gain) / Loss on Sale of Property and Equipment (192.5)                                               0.3                                                                 
Business Acquisition, Transaction, Site Pre-Opening, Restructuring and Other 37.1                                                  29.9                                                               
Write-Down of Non-Financial Assets 4.5                                                    68.1                                                               
Change in Fair Value of Cross Currency Interest Rate Swaps (58.5)                                                 (14.3)                                                             
Loss on Debt Extinguishment 15.1                                                  -                                                                
Loss on Debt Modification 6.3                                                    -                                                                
Foreign Exchange Loss 74.4                                                  20.9                                                               
Non-Cash Deferred Rent 9.1                                                    2.8                                                                 
Sale Lease Back Adjustment (1) (6.9)                                                   -                                                                

Adj. Corporate EBITDA 150.8                                                217.2                                                             

(+) Non-Core Properties 11.9                                                  9.3                                                                 

Adj. Corporate EBITDA (excl. Edmonton) 162.7                                                226.5                                                             

IFRS 16 Rent 
Rent Expense -                                                    (53.8)                                                             

Core Adj. Corporate EBITDA (pre-IFRS 16 Impact) 162.7                                                172.7                                                             

Adjusted EBITDA Reconciliation  

33 

Note: 
1. SLB Transaction adjustment not included in financial statements 
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Disclaimer GENERAL   This presentation does not constitute an offer or invitation for the sale or purchase of securities and has been prepared solely for informational purposes.   The information contained in this presentation (the “Presentation”) has been prepared to assist interested parties in making their own evaluation with respect to the proposed transaction (the “Transaction”) between Leisure Acquisition Corp. (“LACQ”) and GTWY Holdings Limited (together with Gateway Casinos & Entertainment Limited, “Gateway” or the "Company"), and for no other purpose. This Presentation is subject to updating, completion, revision, verification and further amendment. None of LACQ, Gateway, or their respective affiliates has authorized anyone to provide interested parties with additional or different information. No securities regulatory authority has expressed an opinion about the securities discussed in this Presentation and it is an offence to claim otherwise. The information contained herein does not purport to be all-inclusive. Nothing herein shall be deemed to constitute investment, legal, tax, financial, accounting or other advice.   In this Presentation, all amounts are in Canadian dollars, unless otherwise indicated. All references to US$ are based on the relevant exchange rate as at December 26, 2019. Any graphs, tables or other information in this Presentation demonstrating the historical or pro forma performance of Gateway or any other entity contained in this Presentation are intended only to illustrate past performance of such entities and are not necessarily indicative of future performance of Gateway or such entities.   ADDITIONAL INFORMATION AND WHERE TO FIND IT   This presentation relates to a proposed transaction between Gateway and LACQ. This presentation does not constitute an offer to sell or exchange, or the solicitation of an offer to buy or exchange, any securities, nor shall there be any sale of securities inany jurisdiction in which such offer, sale or exchange would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction.   LACQ has filed a preliminary proxy statement / prospectus and will file a definitive proxy statement / prospectus with the SEC and will mail a definitive proxy statement / prospectus and other relevant documents to its stockholders. In addition, a Registration Statement on Form F-4 was filed with the SEC by Gateway that includes the preliminary proxy statement / prospectus and will be utilized for the registration of the securities to be issued in the proposed transaction. The definitive proxy statement / prospectus will be mailed to stockholders of LACQ as of a record date to be established for voting on the proposed transaction. Interested parties and security holders of LACQ are advised to read the preliminary proxy statement, the prospectus, amendments thereto, and, when available, the definitive proxy statement / prospectus in connection with LACQ’s solicitation of proxies for its stockholders’ meeting to be held to approve the proposed transaction because the proxy statement / prospectus will contain important information about the proposed transaction and the parties to it.   Interested investors and security holders of LACQ will be able to obtain free copies of the registration statement, the proxy statement/prospectus and all other relevant documents filed or that will be filed with the SEC by LACQ and the Company through the website maintained by the SEC at www.sec.gov.   In addition, copies of the documents filed with the SEC by LACQ and/or the Company, when available, can be obtained free of charge on LACQ’s website at www.leisureacq.com or by directing a written request to Leisure Acquisition Corp., 250 West 57th Street, Suite 2223, New York, New York 10107 or by emailing George.Peng@hydramgmt.com; and/or by directing a written request to GTWYHoldings Limited, 100-4400 Dominion Street, Burnaby, British Columbia V5G or by emailing gtwy@jcir.com.   PARTICIPANTS IN SOLICITATION   LACQ, Gateway and their respective directors and executive officers may be deemed to be participants in the solicitation of proxies from LACQ’s shareholders in connection with the proposed transaction. Information about LACQ’s directors and executive officers and their ownership of LACQ’s securities is set forth in the preliminary proxy statement / prospectus filed by LACQ with the SEC on January 31, 2020. Additional information regarding the participants in the proxy solicitation and a description of their direct and indirect interests is contained in the preliminary proxy statement / prospectus, which can be obtained free of charge from the sources indicated above.   INDUSTRY AND MARKET DATA   This Presentation has been prepared by Gateway and includes market data and other statistical information from third-party sources, including provincial gaming authorities. Although LACQ and the Company believes these third-party sources are reliable as of their respective dates, none of LACQ, the Company, or any of their respective affiliates has independently verified the accuracy or completeness of this information. Some data are also based on the Company’s good faith estimates, which are derived from both internal sources and the third-party sources described above. None of LACQ, Gateway, any third-party source providing market data and statistical information, their respective affiliates, nor their respective directors, officers, employees, members, partners, shareholders or agents make any representation or warranty with respect to the accuracy of such information (including information from third-party sources).
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Disclaimer (cont’d) FORWARD-LOOKING INFORMATION This Presentation contains "forward-looking information" within the meaning of applicable securities laws in Canada and the United States. Forward-looking statements may relate to Gateway’s, LACQ’s, or the combined company‘s future financial outlook and anticipated events or results and may include information regarding our financial position, business strategy, growth strategies, growth objectives, budgets, operations, financial results, taxes, dividend policy, regulatory developments, plans and objectives. All statements other than statements of historical fact are forward-looking statements. The use of any of the words "anticipate", "plan", "contemplate", "continue", "estimate", "expect", "intend", "propose", "might", "may", "will", "shall", "project", "should", "could", "would", "believe", "predict", "forecast", "pursue", "potential" and "capable" and similar expressions are intended to identify forward looking statements. Forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause actual results or events to differ materially from those anticipated in such forward-looking statements. In addition, this Presentation may contain forward-looking statements attributed to third party industry sources, the accuracy of which has not been verified by LACQ or Gateway. No assurance can be given that these expectations will prove to be correct and such forward-looking statements included in this Presentation should not be unduly relied upon. Statements containing forward-looking information are not historical facts but instead represent management's expectations, estimates and projections regarding future events or circumstances. Forward-looking information contained in this Presentation and other forward-looking information are based on our opinions, estimates and assumptions in light of our experience and perception of historicaltrends, current conditions and expected future developments, as well as other factors that we currently believe are appropriate and reasonable in the circumstances. Despite a careful process to prepare and review the forward-looking information, there can be no assurance that the underlying opinions, estimates and assumptions will prove to be correct.   Additionally, any estimates and projections contained herein have been prepared by the management of the Company and involve significant elements of subjective judgment and analysis, which may or may not be correct. This Presentation includes certain estimates, targets and projections that reflect Gateway management’s assumptions concerning anticipated future performance of Gateway as provided to LACQ on December 19, 2019. Such estimates, targets and projections from are based on significant assumptions and subjective judgments concerning anticipated results, which are inherently subject to risks, variability and contingencies, many of which are beyond Gateway’s control. These assumptions and judgments may or may not prove to be correct and there can be no assurance that any projected results are attainable or will be realized. LACQ, Gateway, any third-party source providing information and each of their respective representatives disclaims any and all liability for any loss or damage (whether foreseeable or not) suffered or incurred by any person or entity as a result of anything contained or omitted from this Presentation (including information from third-party sources) and such liability is expressly disclaimed.   You are cautioned not to place undue reliance on any forward looking statements, which speak only as of the date of this Presentation. The forward-looking information contained in this Presentation represents our expectations as of the date of this Presentation or the date indicated, regardless of the time of delivery of the Presentation and is subject to change aftersuch date. However, we disclaim any intention or obligation or undertaking to update or revise any forward-looking information whether as a result of new information, future events or otherwise, except as required by law.   All of the forward-looking information contained in this Presentation is expressly qualified by the foregoing cautionary statements. NON-IFRS MEASURES   This Presentation makes reference to certain financial and other measures commonly used by financial analysts in evaluating the financial performance of companies and by the Company’s management in evaluating its operations, including companies in the gaming industry that are not presented in accordance with international financial reporting standards (“IFRS”). These measures are not recognized measures under IFRS and do not have a standardized meaning prescribed by IFRS and are therefore unlikely to be comparable to similar measures presented by other companies. Rather, these measures are provided as additional information to complement those IFRS measures by providing further understanding of our results of operations from management's perspective. Accordingly, these measures should not be considered in isolation nor as a substitute for analysis of our financial information reported under IFRS.   We use non-IFRS measures including "Adjusted EBITDA", "Adjusted EBITDA Margin", "Adjusted Property EBITDA", "Adjusted Property EBITDA Margin", "EBITDA", "Free Cash Flow", "Free Cash Flow Conversion", and "Pro Forma Adjusted EBITDA“ and these measures should not be considered as an alternative to net income (loss), earnings per share or any other performance measures derived in accordance with IFRS as measures of operating performance, operating cash flows or as measures of liquidity. For further details on these non-IFRS measures including relevant definitions and reconciliations, see the “Financial Overview” sectionof this Presentation. As of September 30, 2019, Starlight Casino Edmonton and Grand Villa Casino Edmonton are considered discontinued operations in Gateway’s consolidated financial statements.  These properties are referred to in this presentation as “Non-Core Properties.”  Where indicated in this presentation, financial information of Gateway excludes the Non-Core Properties.   COMPARABLE COMPANIES   Certain information presented herein compares the Company to other issuers and such data sets are considered to be "comparables". The information is a summary of certain relevant operational attributes of certain gaming issuers and has been included to provide interested parties an overview of the performance of what are expected to be comparable issuers. These issuers are in the same industry, provide similar services and operate in similar regulatory environments and each should be considered an appropriate basis for comparison to the Company. The information regarding the comparables was obtained from public sources, has not been verified by LACQ, the Company, or any of their respective affiliates and if such information contains a misrepresentation, interested parties do not have a remedy under securities legislation in any province or territory of Canada. There are risks associated with comparables, including the integrity of the underlying information and the ability to isolate specific variables which may impact one issuer and not another. There are risks associated with making investment decisions based on comparables including whether data presented provides a complete comparison between issuers. Interested parties are cautioned that past performance is not indicative of future performance and the performance of the Company may be materially different from the comparable issuers. Accordingly, an investment decision should not be made in reliance on the comparables.
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Gateway Casinos & Entertainment A Leading Operator of Integrated Gaming and Entertainment Destinations Across Canada
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Section 1 Transaction Overview
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Transaction Summary (1) 2 Leisure Acquisition Corp. (“LACQ”) to merge with a wholly-owned subsidiary of GTWY Holdings Limited (“GTWY”), the parent holding company and sole shareholder of Gateway Casinos, with LACQ shareholders / warrant holders to receive GTWY common shares / warrants upon the merger GTWY common shares expected to be listed on the NYSE upon consummation of the transaction, with GTWY qualifying as a foreign private issuer Transaction Structure US$1.1Bn (C$1.5Bn) pro forma enterprise valuation 7.5x 2020 Projected Adjusted EBITDA (2) Valuation US$30MM equity commitment from HG Vora Capital Management LLC (“HG Vora”); including existing invested capital, HG Vora’s total capital commitment to the Company is in excess of US$100MM (3) Up to US$189MM LACQ Trust rollover proceeds (4) Gateway shareholders rollover Funding Sources LACQ and GTWY shareholder approval, gaming regulatory approvals and contractual approvals from Crown agencies Registration statement and approval for listing on NYSE Required Approvals Marc Falcone expected to become President and CEO of Gateway shortly following completion of the transaction Lorne Weil, Daniel Silvers, Marc Falcone, Lyle Hall, Olga Ilich and Dr. Michael Percy are expected to join Gateway’s Board and Gabriel de Alba will continue to serve as Gateway’s Executive Chairman Two additional independent directors will be appointed at or following the completion of the transaction such that Gateway’s Board will be comprised of up to 9 members Management and Independent Board Notes: Figures converted from USD to CAD at an exchange ratio of 1.3122 as of 12/26/19 as filed in the 8-K Based on 2020P (pre-IFRS 16) Adjusted EBITDA of C$195MM as provided by Gateway management, excluding the impact of the Non-Core Properties. The 7.5x transaction multiple is shown before any LACQand/or shared fees and expenses. To the extent Gateway’s shareholders pay LACQ’s fees and expenses, shares issued to the existing Gateway shareholders shall increase on a pro rata basis by the amount of LACQ’s fees paid by Gateway’s shareholders Includes existing investment in GTWY Holdings loan US$11.2MM redeemed on 11/26/2019; LACQ trust account includes US$10MM of proceeds from HG Vora Existing Gateway shareholders eligible to receive an earn-out of 1.898 million and 2.846 million shares that vest upon GTWY stock trading at greater than $12.50 and $15.00 per share over a 2 and 3 year period, respectively 18.975 million newly-issued warrants (equal tranches struck at US$11.50, US$12.50 and US$15.00 per share) issued to existing Gateway shareholders, to align incentives. Existing private warrants held by LACQ insiders and HG Vora (and HG Vora private warrants from equity commitment) to be amended to be equal tranches struck at US$11.50, US$12.50 and US$15.00 1.281 million options issued to certain members of management in the same proportion and equivalent term and conditions as the earn-out payment and the warrants being issued to existing shareholders of Gateway Contingent Consideration The two Edmonton properties (Starlight Casino Edmonton and Grand Villa Casino Edmonton) are considered discontinued operations and are contemplated as being carved-out from the transaction (the “Non-Core Properties”) All numbers presented in this presentation exclude the Non-Core Properties unless otherwise noted Other
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3 ($MM, except share price) Transaction Summary (cont’d) Sources and Uses (1) (2) Pro Forma Ownership (7) Notes: Assumes no SPAC redemptions beyond US$11.2MM redeemed on 11/26/2019; excludes shared expenses Figures converted from USD to CAD exchange ratio of 1.3122 as of 12/26/19, day prior to transaction announcement Assumes full roll of HG Vora US$10MM Public Float Represents gross cash proceeds to existing Gateway shareholders prior to the payment of any transaction fees or management incentive payments; to the extent Gateway’s shareholders pay LACQ’s fees, shares issued to Gateway shareholders will be increased on a pro rata basis by the amount of LACQ’s fees paid by Gateway’s shareholders Balance as of 12/31/2019 as projected by Gateway Management Transaction fees shown net of illustrative accrued interest available in LACQ Trust Pro Forma Ownership represents ownership at close before the exercise of warrants and vesting of earn-outs and options Catalyst and other current Gateway shareholders to be allocated 1MM founder shares pro rata from members of LACQ Management Adjusted EBITDA projections as provided by Gateway management (pre-IFRS 16) excluding Adjusted EBITDA from the Non-Core Properties Leverage stats exclude C$82MM letters of credit; based on 2020P and 2021P Adjusted EBITDA of C$195MM and C$215MM, respectively ($MM) (MM) Pro Forma Capitalization (1) (2) (3)
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Marc Falcone Chief Executive Officer and President 4 Marc Falcone to Lead Gateway as President and CEO to Further Accelerate its Growth Strategy Notes: Ms. Kormos previously was a consultant of the Company for 2 years assisting with the development of Gateway’s bids under the Ontario modernization process Mr. McInally previously was a consultant of the Company for 2 years assisting with the development of Gateway’s bids under the Ontario modernization process Carrie Kormos, Chief Marketing and Communications Officer 3+ Years at Gateway(1) | 18+ Years of Experience (Caesars Windsor, Fallsview Casino Resort & Casino Niagara – consultant advisor, Magna Entertainment) Tolek Strukoff, Chief Legal and Administrative Officer 3+ Years at Gateway | 11+ Years of Experience (Lawson Lundell LLP, UrtheCast, Westport Fuel Systems) Scott Phillips, SVP, Human Resources 6+ Years at Gateway | 20+ Years of Experience (JD Sweid Foods, Sodexo Canada, Abitibi-Consolidated, TimberWest) Jagtar Nijjar, EVP, Development and Construction 23+ Years at Gateway | 25+ Years of Experience Terry McInally, Chief Compliance and Risk Officer & Chief Information Officer 2+ Years at Gateway(2) | 20+ Years of Experience (Richter Advisory, PwC, AGCO) Robert Ward, Chief Operations Officer 6+ Years at Gateway | 20+ Years of Experience (Points West Hospitality, Sequoia Enterprises, Keg Restaurants) Queenie Wong, Chief Accounting Officer 8+ Years at Gateway | 14+ Years of Experience (PwC) Hargo Roopra, SVP, Operations and Marketing Analytics 11+ Years at Gateway | 11+ Years of Experience Michael Snider, SVP, Legal Affairs 3+ Years at Gateway | 13+ Years of Experience (Westport Fuel Systems, Lawson Lundell LLP) Jamie Papp, SVP, Casino Operations 2+ Years at Gateway | 22+ Years of Experience (Mirage Resorts, Wynn Resorts, American Gaming Systems, Caesars Entertainment) Supported by anExisting Management Team with Industry Expertise, Deep Relationships and 125+ Years of Experience Will replace retiring CEO, Tony Santo, as Chief Executive Officer and President of Gateway Casinos Highly respected executive with extensive experience in the gaming and leisure sectors in both corporate and financial advisory roles Currently serves as President and Chief Financial Officer of Sightline Payments LLC, a digital commerce platform for the gaming industry, and as a member of LACQ’s Board of Directors since Dec. 1, 2017 Previously served as CFO and Treasurer of Red Rock Resorts and Station Casinos (Jun. 2011 – May 2017). Oversaw a ~600% increase in the equity value of Red Rock Resorts during his tenure at the Company ($2.8Bn in May 2017 vs estimated $400MM in Jun. 2011) Served as the Chief Financial Officer of Fertitta Entertainment from Oct. 2010 though May 2016 Prior experience also includes Goldman Sachs & Co., where he focused on restructuring transactions in the hospitality and gaming sectors, Magnetar Capital, Deutsche Bank and Bear Stearns Professional Experience Highly Experienced Management Team with A Proven Track Record
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Investment Highlights 5 Attractive and Diverse Property Portfolio with a Geographically Broad and Economically Diversified Footprint Unique and Attractive Regulatory Environment Differentiated Business Model Expected to Drive Strong Free Cash Flow Conversion Strong Track Record of Successful Capital Allocation Attractive Development Pipeline Poised to Drive Growth Operates in Highly Populated Markets that are Relatively Underpenetrated and Historically Resilient Gateway: Platform Positioned for Strong EBITDA Growth and FCF Generation
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Leading Operator of Integrated Gaming and Entertainment Destinations 6 Notes: Gateway Management Projections; excludes the Non-Core Properties. Projections rounded to the nearest million Financials exclude Adjusted EBITDA for Non-Core Properties and are shown pre-IFRS 16. 2017 and 2018 figures include a C$35MM and C$6.9MM adjustment, respectively, for the Sale Leaseback transaction (“SLB Transaction”) in which Gateway sold the real estate of Grand Villa Casino Burnaby, Starlight Casino New Westminster and Cascades Casino Langley to a third-party on March 12, 2018 Adjusted EBITDA (C$MM) One of the largest and most diversified gaming and entertainment companies in Canada Owns and operates 25 leading gaming and entertainment venues across British Columbia and Ontario British Columbia: Operates over 40% of all slot machines and table games Ontario: Contractually exclusive service provider in the Southwest, North, and Central Bundles (as conducted and managed by Ontario Lottery and Gaming Corporation) Demonstrated track record of successfully operating, developing and acquiring gaming properties and contributing to the communities in which Gateway operates Consistently delivering on its organic growth initiatives and is well-positioned for the future with a strong growth pipeline of new development, renovation, and rebranding efforts Defensible barriers to entry due to rigorous regulatory requirements, proven branding strategy and deep industry and operational expertise High-quality locals-focused and resilient customer base Proven and proprietary F&B and gaming offerings branded to market size, market growth potential and local community demographic C$195MM 2020P Adjusted EBITDA 18-22P CAGR: 11.4% Gateway at a Glance (1) Company Snapshot (1) 25 Core Properties Across 2 Provinces 365 Tables 12,815 Slots 3 Hotels & Convention Centers 72 F&B Outlets 7,500Employees Robust Financial Growth Profile (1) (2) 26% 25% 22% 23% 23% 24% Margin:
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8.1x Illustrative Trading Comparables 7 (5) 2021P EV / Adjusted EBITDA Multiples: Source: Capital IQ and Wall Street research as of 2/10/2020 Notes: Gateway EV / Adjusted EBITDA multiple based on enterprise value implied by US$10.00 per share cost basis; 2020 (pre-IFRS 16) Adjusted EBITDA of C$195MM based on Gateway management projections excluding Non-Core Properties Pro Forma for Great Canadian’s acquisition of Clairvest’s interest in the West GTA and GTA Bundles. Includes an estimated C$510MM and C$706MM adjustment for future estimated attributable capex spend at the West GTA and GTA Bundles in 2020 and 2021, respectively Pro forma for the expiration of the Native American Management Fee Includes $250MM of synergies Includes $500MM of synergies (1) Gateway Offers a Compelling Value Proposition when Compared with Gaming Peers (4) (2) 2020P Enterprise Value (EV) / Adjusted EBITDA Multiples 6.8x 8.8x 14.0x 11.6x 11.6x 8.8x 8.0x 8.8x (3)
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Key Metrics Versus Selected “Locals” Comps 8 Strong Adjusted EBITDA Growth Profile (19P-21P Expected CAGR) Notes: Pro forma for the expiration of the Native American Management Fee Free Cash Flow Conversion calculated as Adjusted Free Cash Flow divided by Adjusted EBITDA; Adjusted Free Cash Flow calculated as Adjusted EBITDA less maintenance capex and cash taxes FCF Yield calculated as Adjusted Free Cash Flow divided by Enterprise Value; Adjusted Free Cash Flow calculated as Adjusted EBITDA less maintenance capex and cash taxes Source: All Projections for Red Rock and Boyd from Capital IQ and Wall Street research as of 2/10/2020 Superior Free Cash Flow Conversion (2020P) (2) Highly Attractive EV / Adjusted EBITDA Multiple Industry-Leading FCF Yield (2020P) (3) Superior Operating Metrics… …At A Meaningful Valuation Discount (1) (1) EV / 2020P Adjusted EBITDA EV / 2021P Adjusted EBITDA (1)
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Investment Highlights Section 2
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10 New Westminster, BC Kamloops, BC Hanover, ON Burnaby, BC Burnaby, BC Penticton, BC Burnaby, BC Recently Refreshed Properties with No Deferred Capex Spend Rama, ON Point Edward, ON Attractive and Diverse Property Portfolio…
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BRITISH COLUMBIA ALBERTA SASKATCHEWAN MANITOBA ONTARIO QUEBEC 11 Existing Property Planned Property Managed competition limits new supply Operates 5 out of the 7 casinos in the Thompson-Okanagan region Contributes 49% of 2019P Adjusted Property EBITDA (4) Exclusive service provider within three bundles In-place growth initiatives Contributes 51% of 2019P Adjusted Property EBITDA (4) British Columbia Ontario Gaming Share 43% (2) 100% (3) Existing Property Planned Property North Bundle Central Bundle Southwest Bundle 14 11 Existing Properties 1 3 Planned Properties British Columbia Ontario 4.1 11.6 Adult Population MM Notes: Excludes Non-Core Properties Based on number of gaming positions in markets served. British Columbia gaming share based on the markets (Lower Mainland, Thompson-Okanagan and Vancouver Island) in which Gateway operates Represents gaming share within the applicable bundle; Gateway currently operates 3 out of the 8 total bundles as conducted and managed by the OLG Based on Gateway management projections; excludes the Non-Core Properties MARITIME PROVINCES Vancouver Island Vancouver Kootenay Thompson- Okanagan Mainland/ Southwest Total Gaming Spend 1.9Bn 3.9Bn C$ …with a Geographically Broad and Economically Diversified Footprint (1)
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12 Assigning Brands to Markets Market size and growth Brand proximity Local character Competitive Advantages Tailored customer experience Speed to market Loyalty builder THE RIGHT FIT FOR THE RIGHT MARKET GAMING BRANDS FOOD & BEVERAGE BRANDS Community focused Neighborly Relaxed Community focused Casual Approachable Urban market focus Contemporary High energy Urban market focus Premium Stylish Modern steakhouse Elevated Memorable Creative pub food Lively sports bar Welcoming Authentic Asian flavors Exciting Interactive Variety Great Value Casual Modern supper club Showcase theatre Vintage cabaret Integration of Proprietary F&B Offerings within Existing Casinos Has Driven Consistent Increases in Annual Revenue, Including Strong Growth in Gaming Revenue Proprietary Casino and F&B Brands Tailored Towards Local Demographics
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13 Grand Villa Burnaby - Burnaby, BC Cascades Casino Langley - Langley BC Starlight New Westminster - New Westminster, BC Cascades Casino Kamloops - Kamloops, BC Playtime Casino Kelowna - Kelowna, BC Cascades Casino Penticton - Penticton, BC Lake City Casino Vernon – Vernon, BC Chances Mission - Mission, BC Chances Squamish – Squamish, BC Chances Signal Point - Signal Point, BC Chances Abbotsford - Abbotsford, BC Chances Kamloops - Kamloops, BC Chances Courtenay – Courtenay, BC Chances Campbell River – Campbell River, BC VANCOUVER THOMPSON-OKANAGAN CARIBOO KAMLOOPS PENTICTON KELOWNA VERNON Grand Villa Burnaby - Burnaby, BC Cascades Casino Langley - Langley BC Starlight New Westminster - New Westminster, BC Cascades Casino Kamloops - Kamloops, BC Playtime Casino Kelowna - Kelowna, BC Cascades Casino Penticton - Penticton, BC Lake City Casino Vernon – Vernon, BC Chances Mission - Mission, BC Chances Squamish – Squamish, BC Chances Abbotsford - Abbotsford, BC Chances Kamloops - Kamloops, BC Chances Courtenay – Courtenay, BC Chances Campbell River – Campbell River, BC VANCOUVER CARIBOO KAMLOOPS PENTICTON KELOWNA VERNON VANCOUVER ISLAND Greater Vancouver Area Thompson-Okanagan Region CGCs Chances Signal Point – Williams Lake, BC THOMPSON-OKANAGAN Exposure Throughout Vancouver and Lower BC
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Greater Southern Ontario has a total population of 12.7 million Three largest North Bundle cities have populations of 75,000 to 165,000 Innisfil (and surrounding area) in Central Bundle has population of ~200,000 London in Southwest Bundle is a city of ~500,000 Limited competition between bundles 14 OTTAWA SAULT STE MARIE TORONTO WINDSOR/ DETROIT (US) NIAGARA Current Gateway Property Non-Gateway Property North Bundle Central Bundle Southwest Bundle Anticipated Future Gateway Property LONDON ONTARIO WESTERN ONTARIO THUNDER BAY KENORA Population Density (km˄2) 0 – 0.1 0.1 – 0.25 0.25 – 0.5 0.5 – 1 1 – 2.5 2.5 – 5 5 – 10 10 – 25 25 – 50 50 – 100 Attractive Competitive Landscape for Ontario Portfolio
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BCLC pays for all slots and maintenance capex Crown Agency Support Modernization process designed to maximize property potential and drive total revenue 15 100% Gateway does not pay a gaming tax for F&B, Entertainment and Other Revenue generated at its properties % of F&B, Entertainment and Other Revenue Retained by Gateway Public / Private Partnership Limited Competition Long-Term Stability and Visibility Policies to manage competition between gaming properties; controlled implementation of new gaming positions High Barriers to Entry Operator exclusivity within each bundle Up to 20 Years No license expiring prior to 2038 Long-Dated Operating Agreements / Licenses ~20 Years (1) British Columbia Ontario ü ü ü Note: Central Bundle operating agreement term of approximately 23 years Unique and Attractive Regulatory Environment
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With the Recent Modernization Process, We Believe Ontario Represents the Greatest Growth Opportunity 16 Adults Per Gaming Position (1)(2)(3) Gaming Spend per Adult (C$) (1)(2)(4) Average of Top 5 U.S. Locals Driven Markets 134 705 6.6 British Columbia 248 462 4.1 Ontario 11.5 416 333 11.6 Notes: Adult population includes individuals ages 18 years and older; population statistics as of July 1, 2018 for Canada, December 2018 for United States Top 5 U.S. locals driven markets include Nevada (excluding contribution from Las Vegas strip), Pennsylvania, Louisiana, Illinois and New Jersey; Illinois data includes VGTs (video gaming terminals) and Alberta data includes VLTs (video lottery terminals) Gaming positions as of 3/31/2019 for Top 5 U.S. Locals Driven Markets, Ontario and British Columbia; table games includes poker tables and assumes six gaming positions per table Gaming spend is presented for the last twelve months as of March 31, 2019. U.S. gaming spend assumes an exchange rate of $1.31 per US$1, representing the average exchange rate from April 1, 2018 to March 31, 2019 Adult Population (MM) (1)(2) Operates in Highly Populated Markets that are Relatively Underpenetrated… Enormous Population Catchment Underbuilt Casino Supply Underpenetrated Player Demand Gateway Markets:
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Canada …and Historically Resilient 17 Notes: Peak to trough decline is calculated as the percentage change between fiscal year 2010 and fiscal year 2008 for the Canadian markets and the percent change between calendar year 2009 and calendar year 2007 for the U.S. markets. Canadian fiscal year end is March 31 2. From 2008 to 2010, all Ontario properties were still operated by the OLG 3. Five largest locals driven markets include Nevada (excluding contribution from Las Vegas strip), Pennsylvania, Louisiana, Illinois and New Jersey. Illinois data includes Video Gaming Terminals Outperformance During Financial Crisis: Peak-to-Trough Decline (1)(2) U.S. British Columbia Ontario Total Core Gateway Markets 5 Largest Locals-Driven Markets (3) Las Vegas Strip Locals-Focused Underpenetrated Markets Diversified Across Geographies and Product Offerings ü ü ü
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Differentiated Business Model Expected to Drive Strong Free Cash Flow Conversion 18 Notes: Free Cash Flow Conversion defined as Adjusted Free Cash Flow divided by Adjusted EBITDA (excl. Adjusted EBITDA for Non-Core Properties) Gateway Management estimate of equipment and maintenance savings based on a six year refresh cycle Adjusted free cash flow calculated as Adjusted EBITDA less maintenance capex and cash taxes Gateway Management projections rounded to the nearest million Great Canadian excluded from peer set due to lack of maintenance capex publication Assumes $500MM in synergies Cash taxes for MCRI uses LTM 6/30/18 as proxy for 2019P Characteristics Driving High Free Cash Flow Conversion 2019P Adjusted Free Cash Flow (3) (4) C$MM Low Capital Expenditures and Existing NOL Balance Drive Strong Free Cash Flow Conversion (1); Free Cash Flow Used to Fund Growth Strategies and De-Lever Lower Maintenance Capex ü ~C$20-30MM per year saved on slot machines Lower maintenance due primarily to BCLC purchase and maintenance of slots (2) Large Existing NOL Balance ü Current NOL balance of C$375MM as of 9/30/19 2019P Free Cash Flow Conversion vs. Peers (3) (4) (5) Source: Broker Reports, Company Filings 12.5x 8.4x 16.0x 9.0x 8.7x 14.2x (6) 7.5x EV / 2020P Adjusted EBITDA (7) 86% FCF Conversion
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Cascades North Bay Grand Villa Edmonton 19 Adjusted EBITDA; 2016 – 2022 (C$MM) Growth CapEx (C$MM) Historical Implied ROIC (3): 20% Series of Expansions, Acquisitions, Relocations and New Builds Have Generated Attractive Historical Implied ROICs Growth Capex (2017-2019P): C$489MM Incremental Growth EBITDA: C$98MM (2) Capex is Driving Strong EBITDA Growth… (1) …and Attractive Returns Notes: Adjusted EBITDA is shown pre-IFRS 16 and excludes Adjusted EBITDA for Non-Core Properties. Adjusted EBITDA includes a C$35MM, C$35MM and C$6.9MM pro forma adjustment for the SLB Transaction in 2016, 2017 and 2018, respectively. Projections rounded to the nearest million Accounts for illustrative compounded annual organic Adjusted EBITDA growth of 3% from (i) 2016 – 2019P for the historical implied ROIC calculation and (ii) 2019P – 2022 for the projected implied ROIC calculation Historical ROIC is defined as Incremental Adjusted EBITDA from growth capital expenditures generated between 2019 and 2016 divided by cumulative growth capital expenditures spent during 2017 – 2019 Projected ROIC is defined as projected Incremental Adjusted EBITDA from growth capital expenditures generated between 2022 and 2019 divided by cumulative growth capital expenditures spent during 2020 – 2022 19 198 145 191 104 13 146 2019P–2022P: +C$55MM (Incremental Adj. EBITDA from Growth Capex) (2) Growth Capex (2020P-2022P): C$308MM Incremental Projected Growth EBITDA: C$55MM (2) Historical Projected 2016-2022P: 26% CAGR Projected Implied ROIC (4): 18% Strong Track Record of Successful Capital Allocation 2016–2019P: +C$98MM (Incremental Adj. EBITDA from Growth Capex) (2)
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20 ~12k sq. ft. added Increased slots by 75 (50 were installed in 2018) and tables by 3 Expanded Match Eatery & Public House by adding a patio in 2018, and added Atlas Steak + Fish in 2019 Refresh of Coast Hotel, convention center and ballroom Burnaby Langley Expansion of gaming space Opened Atlas Steak + Fish and Chow Lucky Noodle Bar Added an incremental 130 machines in Sep. 2019 to bring the total to 1,330 at the site Added a Pulse gaming arena with 35 units Delta Hotel renovation Refresh and relocation of the poker room, hotel lobby and high limit room Completed: September 2019 Project Cost: C$22MM Completed: July 2019 Project Cost: C$19MM 2018 and 2019 Completed Projects Completed Investments in BC Position Gateway to Capture Immediate Returns
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21 Note: Gaming expansion figures as of January 23, 2020 1 2 Growth Capital for Renovation, Rebranding and Redevelopment from 2016 – Q3’19: C$479MM Q4’19 – 2022 Planned Future Growth Capex: C$338MM Ongoing Deployment of Proven Strategies at Ontario Properties Drive Multi-Year Growth Pipeline in New Ontario Markets and Relocations in BC Slots +676 Tables +111 F&B-Branded Outlets +12 Slots +1,450 Tables +40 F&B Branded Outlets +9 Renovations (1) New Builds / Relocations (1) Future Planned Capex Expected to be Funded from Cash on Hand and Free Cash Flow Generated Near-Term Growth Strategies
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22 Relocated existing gaming facility to adjacent building and rebranded as Playtime Added 8,225 gaming sq. ft., including 111 slot machines and 8 tables (previously none) Added a MATCH Eatery & Public House and The Buffet Added 3,600 gaming sq. ft. and 123 slot machines Added live gaming with the addition of 26 tables (previously none) Relocated from Dresden (population of ~2.8k) to Chatham (population of ~40k) Branded as a Cascades Casino Constructed ~44,600 sq. ft. new facility with ~28,600 sq. ft. gaming floor including 136 incremental slot machines, 10 tables (previously none), a MATCH Eatery & Public House and The Buffet New, Starlight-branded facility relocated to London Constructing ~103,000 sq. ft. facility with ~67,000 sq. ft. gaming floor (3) including 133 slot machines and 38 tables (8 added in 2019) Adding 4 F&B outlets (Atlas Steak + Fish, MATCH Eatery & Public House, The Buffet and CHOW Noodle Bar) New, Starlight-branded facility expected to be located near to downtown Sudbury Constructing ~64,200 sq. ft. facility with ~41,000 sq. ft. gaming floor (3) including 173 slot machines, 21 tables (previously none) and 2 F&B outlets (MATCH Eatery & Public House and The Buffet) Hanover (SW) Gateway Innisfil (Central) Chatham (SW) Sudbury (North) London (SW) Notes: Gaming expansion figures as of January 23, 2020 Future expansion is subject to contractual approval from Crown agencies and other required approvals Gaming square footage includes back of house area Completed: April 2019 C$22MM Spent Completed: February 2019 C$5MM Spent Completed: August 2019 C$36MM Spent Q3’21 C$3MM Spent C$72MM Future Spend Q1’22 C$4MM Spent C$56MM Future Spend Renovation of existing gaming facility and rebranding as a Starlight Casino Added 48 slot machines Added a MATCH Eatery & Public House and The Buffet Completed: November 2018 C$28MM SpentPoint Edward (SW) SLOT MACHINES +370 +306 ADDITIONAL TABLES +52 +59 F&B BRANDED OUTLETS +6 +6 Aggregate Expansion (1) Completed Future (2) 1 Ongoing Deployment of Proven Strategies At Ontario Properties
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23 Expected New Developments and Relocations North Bay, Ontario Wasaga Beach, Ontario Kenora, Ontario Delta, British Columbia Mission, British Columbia To be branded as a Cascades Casino New ~38,900 sq. ft. facility with ~27,700 sq. ft. gaming floor including 300 slot machines and up to 10 table games (2) Adding 2 F&B outlets, including a MATCH Eatery & Public House and The Buffet 125 km from the proposed Sudbury facility To be branded as a Playtime Casino New ~24,900 sq. ft. facility, with ~16,300 sq. ft. gaming floor (2) Expected to have up to 250 slot machines Adding a MATCH Eatery & Public House To be branded as a Playtime Casino New 23,300 sq. ft. facility with ~17,000 sq. ft. gaming floor with up to 200 slot machines (2) Adding a MATCH Eatery & Public House To be branded a Cascades Casino ~40,000 gaming sq. ft. including 500-600 slots and 30 table games (2) Adding 3 F&B outlets, including a MATCH Eatery & Public House and The Buffet and a future Atlas Steak + Fish To engage a third-party to build and operate a hotel at the property (in process) Relocate to a new ~33,400 sq. ft. facility with ~21,500 sq. ft. gaming floor (2) Planned increase of up to 100 slots Adding MATCH Eatery & Public House and The Buffet Aggregate Expansion (1) SLOT MACHINES +1,450 TABLES +40 NEW F&B - BRANDED OUTLETS +9 Notes: Gaming expansion figures as of January 23, 2020 Based on preliminary project plan; actual gaming square footage may differ. Gaming square footage includes back of house area Projected budget includes C$15MM in cost savings through value engineering and provided BCLC and municipal authorities consent to any changes to the design, to the extent such consents are necessary. An additional C$5MM in savings is targeted which could further lower the total remaining spend to a projected C$76MM Q3’20 C$7MM Spent C$26MM Future Spend Q4’21 C$6MMSpent C$81MM Future Spend (3) Q1’22 C$2MM Spent C$19MM Future Spend Q3’21 C$2MM Spent C$27MM Future Spend Q3’21 C$1MM Spent C$9MM Future Spend New Markets Relocations 1 Multi-Year Growth Pipeline in New Ontario Market and Relocations in BC
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24 Since acquiring the Ontario Bundles, management has continued to implement a number of operational initiatives to increase revenue and reduce costs Labor Customer Perks Refreshed and reconfigured slot floors to increase revenue by introducing more current product / titles and better product mix Restructured pension program to provide a similar level of benefit as provided by the OLG at a lower cost Right-size staff and optimized the use of part time labor Leveraged existing F&B supply contracts to increase buying power and reduce food and beverage costs Overhauled marketing programs by introducing proven BC programs and data analytics while eliminating ineffective legacy programs Modified reinvestment to reflect local market conditions including eliminating cash-back, introducing “must be present to win” for draws and deploying weekly offer program to drive visitation Incorporated ATM machines into existing contracts and increase fee per ATM transaction Pension Programs Labor F&B Marketing Efforts ATM Slot Operations Marketing Programs Ability to Generate Additional Growth Through Infrastructure and Operational Expertise
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Investment Highlights 25 Attractive and Diverse Property Portfolio with a Geographically Broad and Economically Diversified Footprint Unique and Attractive Regulatory Environment Differentiated Business Model Expected to Drive Strong Free Cash Flow Conversion Strong Track Record of Successful Capital Allocation Attractive Development Pipeline Poised to Drive Growth Operates in Highly Populated Markets that are Relatively Underpenetrated and Historically Resilient Gateway: Platform Positioned for Strong EBITDA Growth and FCF Generation
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Appendix Section 3
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Anticipated Transaction Timeline 27 Transaction Agreement Executed and Announced December 2019 Preliminary Proxy Materials Filed with the SEC Set Record Date for Shareholder Vote Expected Mailing of Final Proxy Materials to Shareholders First Quarter 2020 Note: Estimated timeline based on current information and is subject to change Expected Receipt of Regulatory Approval and Contractual Approval from Crown Agencies Hold Shareholder Vote and Anticipated Close of Transaction Second Quarter 2020
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28 Highlights Founded in 2002, The Catalyst Capital Group is a Toronto based private equity investment management firm with C$6Bn in assets under management The Catalyst team collectively possesses more than 110 years of relevant experience in restructuring, credit markets and merchant and investment banking in both the U.S. and Canada Partnership with Gateway Catalyst currently beneficially owns or manages ~74% of the outstanding common shares of the Company Since acquiring Gateway’s equity in 2010, Catalyst has been committed to long-term sustainable growth and has been instrumental in the Company’s acquisition, renovation and rebranding initiatives As majority owner, Catalyst has supported implementation of Gateway’s strong corporate and property operating teams, diversified growth initiatives, and industry-leading operating model which, over the last six years, led to doubling of locations and Adjusted EBITDA, increasing slot machines by 3x, increasing table games by 2x and adding 56 new F&B outlets across British Columbia and Ontario Gabriel de Alba, Managing Director and Partner, currently serves as the Executive Chairman and Director of Gateway Highlights US$5Bn+ event driven and value oriented investment firm founded in 2009 Invests opportunistically across the capital structure Deep expertise in consumer and real estate sectors including gaming, lodging, leisure, retail, travel and specialty finance Partnership with Leisure / Gateway Post-transaction, HG Vora will have invested in excess of US$100MM in Gateway, including existing invested capital In October 2019, HG Vora invested in the Company through a US$150MM HoldCo Term Loan As part of the SPAC transaction, certain affiliated funds of HG Vora to provide US$30MM equity commitment Pro forma for the transaction, HG Vora will own ~15% of the Company (1) HG Vora Select Investments Catalyst Capital Select InvestmentsNote: Assumes no SPAC redemptions beyond the US$11.2MM redeemed on 11/26/2019 and full roll of HG Vora US$10MM Public Float Backed by Marquee and Proven Gaming Investors
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Experienced Board Has served as President of Suncor Developments Ltd. since Jul. 1997 and was an elected member of the Legislative Assembly of British Columbia from 2005 to 2009, serving as the Minister of Tourism, Sport and the Arts, and the Minister of Labour and Citizens’ Services Extensive Board experience, having served most recently as the Chair of the Board of Destination Canada Olga Ilich Previously President and Managing Director of HLT Advisory Inc. (Aug. 2005 – May 2017) and National Director of KPMG Canada’s Hospitality, Leisure & Tourism practice prior to his time at HLT Advisory Inc. Intimately involved in the evolution of land-based casino gaming in Canada having advised senior management and the boards of most provincial gaming corporations Lyle Hall Renowned leader in the gaming sector with extensive experience in leading prior SPACs through successful acquisitions and integration Currently serves as Founder and Principal of Hydra Management, Executive Chairman of Inspired Entertainment and Non-Executive Chairman of Tecnoglass Lorne Weil Vice Chairman Long-time gaming sector operator and investor with extensive experience as an executive leader / director of multiple SPAC successor entities Currently serves as Founder and Managing Member of Matthew Lane Capital Partners LLC, Chief Strategy Officer of Inspired Entertainment and Independent Director of Avid Technology, Inc. Led prior SPACs through successful acquisitions and integration Daniel Silvers Vice Chairman Currently serves as Gateway’s Executive Chairman and will continue in this role post-Transaction Joined Catalyst in Oct. 2002 and has served as Director or Senior Officer of various Catalyst portfolio companies, including Frontera Energy Corporation, Geneba Properties and Cabovisão Gabriel de Alba Executive Chairman Currently serves as an Independent Director of K-Bro Linen Inc. and previouslyserved as the Chief of Staff to Alberta Premier Jim Prentice from Sep. 2014 to May 2015 Experienced Board member, having served as a director for ATB Financial, Epcor Utilities Inc., Matrikon and Sawridge Dr. Michael Percy Will serve as CEO and President of Gateway post-closing Extensive industry experience in the gaming and leisure sectors in both corporate and financial advisory roles Previously the Chief Financial Officer and Treasurer of Red Rock Resorts from Oct. 2015 to May 2017 and the Chief Financial Officer of Station Casinos LLC (Jun. 2011 – May 2017) Marc Falcone 29 Two additional independent directors are expected to be appointed at or following the completion of the Transaction such that Gateway Board of Directors will be comprised of up to 9 members Additional Directors

1717

1740



2/3/2021 EX-99.1

https://www.sec.gov/Archives/edgar/data/1716947/000119312520041312/d883970dex991.htm 34/36

Began Operating Central Bundle (July 2018) Gateway’s Financial Summary (2017A – 2022P) 30 (C$MM) Notes: Adjusted EBITDA figures are shown pre-IFRS 16; financials exclude revenue and Adjusted EBITDA for Non-Core Properties. 2017 and 2018 figures include a C$35MM and C$6.9MM pro forma adjustment for the SLB Transaction, respectively. Projections rounded to the nearest million Free Cash Flow Conversion calculated as Adjusted EBITDA less maintenance capex and cash taxes all divided by Adjusted EBITDA Adjusted EBITDA (1) Total Revenue (1) 92% 95% 86% 91% 90% 92% Projected Free Cash Flow Conversion % (2) 18-22P CAGR: 12% Margin Began Operating Southwest and North Bundles (May 2017) (C$MM) 18-22P CAGR: 11% Day 366 Saving Initiatives Source: Gateway Management Projections
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Prudent Capital Structure Growth Strategies Expected to be Funded from Cash on Hand and Free Cash Flow Generated 12/31/2019P Pro Forma Capitalization (C$MM) (1) (2) 31 Notes: 12/31/19 figures shown are as projected by management and are unaudited Pro forma capitalization assumes no redemptions beyond $11.6MM redeemed on 11/26/2019 Senior Secured Notes are callable in March 2020 Excludes cage cash of C$62MM Future Free Cash Flow to be Used to De-Lever the Business
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Adjusted EBITDA Reconciliation 32 Notes: LTM 9/30/19 figures may not sum due to rounding SLB Transaction adjustment not included in financial statements Excludes ~C$4MM of rent expense for Non-Core Properties
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Unless otherwise stated in this Annual Report on Form 10-K (this “Report”), references to:
 
 ● “we,” “us,” “company” or “our company” are to Leisure Acquisition Corp.;
 
 ● “public shares” are to shares of our common stock sold as part of the units in our initial public offering (whether they were purchased in such offering or thereafter in the open market);
 
 ● “public stockholders” are to the holders of our public shares, including our initial stockholders and members of our management team to the extent our initial stockholders and/or members of

our management team purchase public shares, provided, that each initial stockholder’s and member of our management team’s status as a “public stockholder” shall only exist with respect to
such public shares;
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 ● “management” or our “management team” are to our executive officers and directors;
 
 ● “Hydra sponsor” are to Hydra Management, LLC, a Delaware limited liability company, an affiliate of A. Lorne Weil, our Executive Chairman;
 
 ● “Matthews Lane sponsor” are to Matthews Lane Capital Partners LLC, a Delaware limited liability company, an affiliate of Daniel B. Silvers, our Chief Executive Officer;
 
 ● “sponsors” are to our Hydra sponsor and our Matthews Lane sponsor, collectively;
 
 ● “strategic investor” or “HG Vora” means HG Vora Capital Management LLC on behalf of one or more funds or accounts managed by it;
 
 ● “initial stockholders” are to holders of our founder shares prior to our initial public offering;
 
 ● “founders shares” are to shares of our common stock initially purchased by our initial stockholders in a private placement prior to our initial public offering;
 
 ● “private placement warrants” are to the warrants issued to certain of our initial stockholders in a private placement simultaneously with the closing of our initial public offering; and
 
 ● “private placement units” are to the units our strategic investor has agreed to purchase on substantially the same terms as the sale of units in our Initial Public Offering at $10.00 per unit, to

occur concurrently with the consummation of our Business Combination.
 

ii
 

 
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

 
This Report, including, without limitation, statements under the heading “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” includes forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. These forward-looking statements can be identified by the use of
forward-looking terminology, including the words “believes,” “estimates,” “anticipates,” “expects,” “intends,” “plans,” “may,” “will,” “potential,” “projects,” “predicts,” “continue,” or “should,” or, in
each case, their negative or other variations or comparable terminology. There can be no assurance that actual results will not materially differ from expectations. Such statements include, but are not
limited to, any statements relating to our ability to consummate any acquisition or other Business Combination and any other statements that are not statements of current or historical facts. These
statements are based on management’s current expectations, but actual results may differ materially due to various factors, including, but not limited to:
 
 ● our ability to complete our proposed business combination with GTWY Holdings Limited or any other Business Combination;
 
 ● our success in retaining or recruiting, or changes required in, our officers, key employees or directors following our Business Combination;
 
 ● our officers and directors allocating their time to other businesses and potentially having conflicts of interest with our business or in approving our Business Combination, as a result of which

they would then receive expense reimbursements;
 
 ● our potential ability to obtain additional financing to complete our Business Combination;
 
 ● our pool of prospective target businesses in the location-based leisure sector and leisure-related businesses;
 
 ● failure to maintain the listing on, or the delisting of our securities from, Nasdaq or an inability to have our securities listed on Nasdaq or another national securities exchange following our

Business Combination;
 
 ● the ability of our officers and directors to generate a number of potential acquisition opportunities;
 
 ● our public securities’ potential liquidity and trading;
 
 ● the lack of a market for our securities;
 
 ● the use of proceeds not held in the Trust Account or available to us from interest income on the Trust Account balance;
 
 ● the Trust Account not being subject to claims of third parties; or
 
 ● our financial performance.
 
The forward-looking statements contained in this Report are based on our current expectations and beliefs concerning future developments and their potential effects on us. Future developments
affecting us may not be those that we have anticipated. These forward-looking statements involve a number of risks, uncertainties (some of which are beyond our control) and other assumptions that
may cause actual results or performance to be materially different from those expressed or implied by these forward-looking statements. These risks and uncertainties include, but are not limited to,
those factors described under the heading “Risk Factors” in this Report. Should one or more of these risks or uncertainties materialize, or should any of our assumptions prove incorrect, actual results
may vary in material respects from those projected in these forward-looking statements. We undertake no obligation to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise, except as may be required under applicable securities laws. These risks and others described under “Risk Factors” may not be exhaustive.
 
By their nature, forward-looking statements involve risks and uncertainties because they relate to events and depend on circumstances that may or may not occur in the future. We caution you that
forward-looking statements are not guarantees of future performance and that our actual results of operations, financial condition and liquidity, and developments in the industry in which we operate
may differ materially from those made in or suggested by the forward-looking statements contained in this Report. In addition, even if our results of operations, financial condition and liquidity, and
developments in the industry in which we operate are consistent with the forward-looking statements contained in this Report, those results or developments may not be indicative of results or
developments in subsequent periods.
 

iii
 

 
PART I

 
Item 1.  Business
 
Introduction
 
We are a blank check company incorporated on September 11, 2017 as a Delaware corporation and formed for the purpose of effecting a merger, capital stock exchange, asset acquisition, stock
purchase, reorganization or similar Business Combination with one or more businesses (a “Business Combination”).
 
On December 27, 2019, we entered into an Agreement and Plan of Merger (the “Merger Agreement”), by and among us, GTWY Holdings Limited, a Canadian corporation (“GTWY Holdings”), and
GTWY Merger Sub Corp., a Delaware corporation and wholly owned subsidiary of GTWY Holdings (“Merger Sub”), relating to a proposed business combination transaction between our company and
GTWY Holdings (the transactions contemplated thereunder referred to as the “Transactions”). GTWY Holdings is the direct parent of Gateway Casinos & Entertainment Limited (“GCEL”), one of the
largest and most diversified gaming and entertainment companies in Canada with 25 gaming properties in British Columbia and Ontario.
The Transactions are described in more detail under the section “Our Proposed Business Combination with Gateway” below.
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Consummation of the Transactions contemplated by the Merger Agreement is subject to customary conditions of the respective parties, including the approval of the Business Combination by our
stockholders
 
The Merger Agreement and related agreements are further described in the Form 8-K filed by the Company on December 31, 2019. For additional information regarding the Merger Agreement and the
Transactions, see the Preliminary Proxy Statement on Schedule 14A filed by the Company on January 31, 2020, as may be amended from time to time, and the Definitive Proxy Statement on Schedule
14A when filed by the Company.
 
Other than as specifically discussed, this report does not assume the closing of the Business Combination.
 
Background
 
On September 11, 2017, we issued an aggregate of 7,187,500 founder shares to our initial stockholders for an aggregate purchase price of $25,000 in cash, or approximately $0.003 per share. The
number of founder shares issued was determined based on the expectation that such founder shares would represent 20% of the outstanding shares upon completion of our Initial Public Offering. In
October 2017, our Hydra sponsor transferred 203,957 shares to certain of our officers and professionals. In October 2017, certain of our initial stockholders transferred 711,250 shares to our strategic
investor, with 355,625 shares subject to return to such stockholders if certain specified market price levels for our common stock are exceeded following the closing of the Business Combination. In
November 2017, our Hydra sponsor transferred an aggregate of 75,000 founder shares to our independent directors. On December 5, 2017, in connection with the completion of our Initial Public
Offering, and on January 16, 2018, following the expiration of the underwriter’s over-allotment option, certain of our initial stockholders forfeited 1,437,500 and 750,000 shares, respectively. In each
case, our initial stockholders forfeited such founder’s shares so as to maintain the ownership of our initial stockholders at 20% of our outstanding shares immediately following the consummation of our
Initial Public Offering.
 
On December 1, 2017, the registration statement for our IPO was declared effective. On December 5, 2017 (the “IPO Closing Date”), we consummated our Initial Public Offering of 20,000,000 units
(“Units”), with each unit consisting of one share of our common stock, and one-half (1/2) of one warrant, each whole warrant entitling the holder to purchase one share of common stock at a price of
$11.50. The units in the Initial Public Offering were sold at an offering price of $10.00 per unit, generating total gross proceeds of $200,000,000. Simultaneously with the consummation of the Initial
Public Offering on December 5, 2017, we consummated a private placement of 6,825,000 Private Placement Warrants at a price of $1.00 per warrant to affiliates of our sponsors, our strategic investor
and certain members of our management team (the “Concurrent Private Placement”), which generated gross proceeds of $6,825,000.
 
Immediately following the closing of our Initial Public Offering and the Concurrent Private Placement, $200,000,000 of the gross proceeds from the Initial Public Offering and the Concurrent Private
Placement was deposited in a U.S.-based Trust Account (the “Trust Account”) with Continental Stock Transfer and Trust Company acting as trustee (the “Trustee”). Funds held in the Trust Account
have been invested only in U.S. government treasury bills with a maturity of one hundred and eighty (180) days or less or in money market funds meeting certain conditions under Rule 2a-7 under the
Investment Company Act of 1940, as amended (the “Investment Company Act”), that invest only in direct U.S. government obligations.
 
We have until April 5, 2020 to complete a Business Combination
(or such later date to the extent our stockholders approve an extension) (the “Combination Period”) (see “Special 2020 Extension Meeting” below). Funds will remain in the Trust Account until the
earliest of (a) the completion of our Business Combination, (b) the redemption of any public shares properly tendered in connection with a stockholder vote to amend our amended and restated
certificate of incorporation to modify the substance or timing of our obligation to redeem 100% of our public shares if we do not complete our Business Combination within the Combination Period and
(c) the redemption of our public shares if we are unable to complete our Business Combination within the Combination Period, subject to applicable law. Of the $6,825,000 held outside of the Trust
Account, $4,000,000 was used to pay underwriting discounts and commissions, $375,000 was used to repay notes payable to our sponsors and strategic investor and the balance was available to pay
accrued offering expenses and formation costs, legal, accounting, due diligence, travel, and other expenses in connection with any Business Combination and continuing general and administrative
expenses.
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Our Units commenced trading on the Nasdaq Capital Market under the symbol “ (/Ticker/LACQU)LACQU (/Ticker/LACQU)” on December 1, 2017. On December 26, 2017, we announced that the
holders of our Units may elect to separately trade the Common Stock and Warrants included in the Units commencing on December 28, 2017 on the Nasdaq Capital Market under the symbols “LACQ
(/Ticker/LACQ)” and “LACQW,” respectively. Those Units not separated continued to trade under the symbol “ (/Ticker/LACQU)LACQU (/Ticker/LACQU).”
 
Our Proposed Business Combination with Gateway
 
Pursuant to the Merger Agreement, upon the closing of the Transaction, each of our outstanding shares of common stock and warrants would be exchanged for the right to receive the equivalent number
of shares of common stock and warrants of GTWY Holdings.
 
Our initial stockholders, including the sponsors and the strategic investor, the company and GTWY Holdings have entered into the Transaction Support Agreement pursuant to which they have agreed
to comply with certain provisions of the Merger Agreement as if such persons were original signatories to the Merger Agreement, as well as the covenants set forth in the Transaction Support
Agreement, including voting all shares owned by them in favor of the Transactions. The Transaction Support Agreement provides that an aggregate of 1,000,000 of the founders shares held by certain
of our initial stockholders will be forfeited, subject to the closing of the Transactions. The Transaction Support Agreement also provides that (i) the shares and warrants held by the initial stockholders,
including the sponsors and the strategic investor (excluding the public shares acquired by the strategic investor in our initial public offering, will be subject to certain transfer restrictions until the earlier
of the consummation of the Transaction and the termination of the Merger Agreement in accordance with its terms, and (ii) GTWY Holdings would make certain advances to A. Lorne Weil and Daniel
B. Silvers (our Executive Chairman and our Chief Executive Officer) in the event that either person is subject to current U.S. federal income tax liability as a result of the Merger failing to qualify as a
“reorganization” within the meaning of Section 368(a) of the Code.
 
The Merger Agreement provides that (i) GTWY Holdings may terminate the Merger Agreement if the Transactions are not consummated on or before the later of (a) June 1, 2020, and (b) if audited
financial statements for the year ended December 31, 2019 are required to be included in the proxy statement/prospectus relating to the Transactions under the rules and regulations of the SEC, the date
that is 45 days after GTWY Holdings’ delivery of such audited financial statements to us, and the delay in closing beyond such date is not due to the breach of the Merger Agreement by GTWY
Holdings or (ii) we may terminate the Merger Agreement if the Transactions are not consummated by July 15, 2020, in each case provided that the delay in closing beyond such date is not primarily due
to the willful breach of the Merger Agreement by the terminating party. Additionally, the Merger Agreement may be terminated by either us or GTWY Holdings, among other reasons, upon a material
breach of the other party if not cured within 30 days of delivery to such party of a notice of such breach. We and GTWY Holdings are each required to pay the other a termination fee in the event the
Merger Agreement is terminated under certain circumstances.
 
On November 26, 2019, we held a special meeting of stockholders at which our stockholders approved extending our Combination Period deadline from December 5, 2019 to April 5, 2020 (the
“Extension”). Our public stockholders were able to elect to redeem their shares in connection with the Extension for a pro rata portion of the amount then on deposit in the Trust Account ($10.00 per
share, plus the pro rata interest earned on the funds held in the Trust Account and not previously released to us to pay franchise and income taxes). With respect to public shares not redeemed in
connection with the Special Meeting, we agreed to make a cash contribution (collectively, the “Contributions”) of $0.03 for each public share that was not redeemed by stockholders for each monthly
period or portion thereof that is needed to complete a business combination (commencing on December 6, 2019 and on the 6th day of each subsequent month through the end of the Extension), subject
to certain conditions. The number of shares of redeemed by public stockholders in connection with the Extension was 1,123,749 for an aggregate cash redemption amount of approximately
$11,583,500.
 
On December 5, 2019, we entered into the Expense Advancement Agreement with GTWY Holdings pursuant to which GTWY Holdings committed to provide $566,288 to fund Contributions to the
Trust Account, representing the amount needed to fund the first monthly Contribution during Extension. The Company drew down the full amount under the Expense Advancement Agreement to fund
the required Contribution to the Trust Account for the period December 6, 2019 to January 5, 2020 by issuing an unsecured promissory note to GTWY Holdings. The note does not bear interest. If we
complete our initial business combination, the amount borrowed under the Expense Advancement Agreement would be repaid out of the proceeds of the Trust Account released to it. Otherwise,
amounts borrowed under the Expense Advancement Agreement would be repaid only out of funds held outside the Trust Account. Amounts borrowed pursuant to the Expense Advancement Agreement
were deposited to the Trust Account on December 6, 2019.
 
On January 6, 2020, we deposited $566,288 to the Trust Account to fund the required Contribution to the Trust Account for the period January 6, 2020 to February 5, 2020.
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On January 15, 2020, we drew down $1,000,000 under the Expense Advancement Agreement with our sponsors and strategic investor dated December 1, 2017 to fund general corporate purposes in
exchange for issuing unsecured promissory notes. The notes do not bear interest. If we complete an initial business combination, we would repay amounts borrowed under the Expense Advancement
Agreement out of the proceeds of the Trust Account released to it; provided, however, that the sponsors and strategic investor have the option to convert the promissory notes into warrants at a price of
$1.00 per warrant subject to the same terms and conditions as our private placement warrants. Otherwise, amounts borrowed under the Expense Advancement Agreement would be repaid only out of
funds held outside the Trust Account.
 
On each of February 4, 2020 and March 4, 2020, we deposited $566,288 into the Trust Account to fund the required Contribution to the Trust Account for the remaining monthly periods covered by the
Extension.
 
The Company is incurring significant costs in the pursuit of its acquisition plans. LACQ may be required to seek additional resources in the future to fund general corporate purposes. LACQ cannot
assure you that its plans to complete the Transactions will be successful.
 
Special 2020 Extension Meeting
 
We have scheduled a special meeting of stockholders for March 26, 2020, pursuant to which we will seek stockholder approval to extend the Combination Period from April 5, 2020 to June 30, 2020
(the “Second Extension Meeting”). Our public stockholders will be able to elect to redeem their shares in connection with the Second Extension Meeting for a pro rata portion of the amount then on
deposit in the Trust Account ($10.00 per share, plus any pro rata interest earned on the funds held in the Trust Account and not previously released to us to pay franchise and income taxes). If we do not
obtain stockholder approval and are unable to complete the Transaction by April 5, 2020, we would wind up the Company’s affairs and liquidate.
 
Overview
 
We also have neither engaged in any operations nor generated any revenue to date. Based on our business activities, we are a “shell company” as defined under the Securities Exchange Act of 1934 (the
“Exchange Act”) because we have no operations and nominal assets consisting solely of cash and/or cash equivalents.
 
While we may pursue an acquisition opportunity in any industry or sector, we intend to focus on the location-based leisure sector and leisure-related businesses, which complements our management
team’s sector and operating expertise. The leisure and leisure-related businesses are primarily comprised of companies providing consumer discretionary goods and services. Target businesses that we
are focused on in this sector include, but are not limited to, those in the gaming, travel and recreation subsectors. We believe that the experience and capabilities of our management team will make us
an attractive partner to potential target businesses, enhance our ability to complete a successful Business Combination, and bring value to the business post-Business Combination.
 
Business Strategy
 
Our acquisition and value creation strategy is to identify, acquire and build a company in the leisure sector that complements the experience of our management team and can benefit from its operational
expertise. After our Business Combination, we envision our strategy may include additional mergers and acquisitions with a focus on generating attractive risk adjusted returns for our stockholders. We
will leverage our management team’s network of potential proprietary and public transaction sources where we believe a combination of our relationships, knowledge and experience in the leisure
sector could effect a positive transformation or augmentation of existing businesses to improve their overall value.
 
We plan to utilize the network and industry experience of Mr. Weil, our Executive Chairman, and Mr. Silvers, our Chief Executive Officer, our sponsors, our strategic investor and their respective
affiliates and our board of directors in seeking a Business Combination and employing our acquisition strategy. We expect these networks will provide our management team with a robust flow of
acquisition opportunities. In addition, we anticipate that target business candidates will be brought to our attention from various unaffiliated sources, which may include investment market participants,
certain of our stockholders, private equity groups, investment banking firms, consultants, accounting firms and large business enterprises. Members of our management team will communicate with
their networks of relationships to articulate the parameters for our search for a target company and a potential Business Combination and begin the process of pursuing and reviewing potentially
interesting leads.
 
Our Acquisition Process
 
In evaluating a prospective target business, we expect to conduct a thorough due diligence review that will encompass, among other things, meetings with incumbent management and employees,
document reviews, inspection of facilities, as well as a review of financial, operational, legal and other information that will be made available to us. We will also utilize our operational and capital
planning experience.
 
We are not prohibited from pursuing a business combination with a company that is affiliated with our sponsors, strategic investor, officers or directors. In the event we seek to complete our Business
Combination with a company that is affiliated with our sponsors, strategic investor, officers or directors, we, or a committee of independent directors, will obtain an opinion from an independent
investment banking firm that is a member of Financial Industry Regulatory Authority, or FINRA, or an independent accounting firm that our Business Combination is fair to our company from a
financial point of view.
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Members of our management team and our independent directors directly or indirectly own founder shares and/or private placement warrants and, accordingly, may have a conflict of interest in
determining whether a particular target business is an appropriate business with which to effectuate our Business Combination. Further, each of our officers and directors may have a conflict of interest
with respect to evaluating a particular Business Combination if the retention or resignation of any such officers and directors was included by a target business as a condition to any agreement with
respect to our Business Combination.
 
Each of our officers and directors presently has, and any of them in the future may have additional, fiduciary or contractual obligations to other entities pursuant to which such officer or director is or
will be required to present a Business Combination opportunity. Accordingly, if any of our officers or directors becomes aware of a Business Combination opportunity which is suitable for an entity to
which he or she has then-current fiduciary or contractual obligations, he or she will honor his or her fiduciary or contractual obligations to present such opportunity to such entity and not to us. We do
not believe, however, that the fiduciary duties or contractual obligations of our officers or directors will materially affect our ability to complete our Business Combination. Our amended and restated
certificate of incorporation provides that we renounce our interest in any corporate opportunity offered to any director or officer unless such opportunity is expressly offered to such person solely in his
or her capacity as a director or officer of our company and such opportunity is one we are legally and contractually permitted to undertake and would otherwise be reasonable for us to pursue.
 
In addition to the above, our executive officers, including our Executive Chairman and our Chief Executive Officer, have certain duties to Inspired Entertainment, Inc. (“Inspired”), a global gaming
technology company, including but not limited to fiduciary and/or contractual duties. As a result, our executive officers will have certain duties to offer acquisition opportunities to Inspired before we
can pursue such opportunities. However, we do not expect these duties to present a significant conflict of interest with our search for a Business Combination. In addition, our executive officers are not
required to commit any specified amount of time to our affairs, and, accordingly, will have conflicts of interest in allocating management time among various business activities, including identifying
potential business combinations and monitoring the related due diligence. Moreover, our executive officers have time and attention requirements with respect to their duties to Inspired.
 
Our officers and directors have agreed not to participate in the formation of, or become an officer or director of, any other blank check company until we have entered into a definitive agreement
regarding our Business Combination or we have failed to complete our Business Combination within the required timeframe.
 
Business Combination
 
The Nasdaq rules require that our Business Combination must occur with one or more target businesses that together have an aggregate fair market value of at least 80% of the assets held in the Trust
Account (excluding the deferred underwriting commissions and taxes payable on the income earned on the Trust Account) at the time of the agreement to enter into the Business Combination. If our
board is not able to independently determine the fair market value of the target business or businesses, we will obtain an opinion from an independent investment banking firm that is a member of
FINRA or an independent accounting firm with respect to the satisfaction of such criteria.
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We anticipate structuring our Business Combination so that the post-transaction company in which our public stockholders own shares will own or acquire 100% of the equity interests or assets of the
target business or businesses. We may, however, structure our Business Combination such that the post-transaction company owns or acquires less than 100% of such interests or assets of the target
business in order to meet certain objectives of the target management team or stockholders or for other reasons, but we will only complete such Business Combination if the post-transaction company
owns or acquires 50% or more of the outstanding voting securities of the target or otherwise acquires a controlling interest in the target sufficient for it not to be required to register as an investment
company under the Investment Company Act. Even if the post-transaction company owns or acquires 50% or more of the voting securities of the target, our stockholders prior to the Business
Combination may collectively own a minority interest in the post-transaction company, depending on valuations ascribed to the target and us in the Business Combination transaction. For example, we
could pursue a transaction in which we issue a substantial number of new shares in exchange for all of the outstanding capital stock of a target. In this case, we would acquire a 100% controlling interest
in the target. However, as a result of the issuance of a substantial number of new shares, our stockholders immediately prior to our Business Combination could own less than a majority of our
outstanding shares subsequent to our Business Combination. If less than 100% of the equity interests or assets of a target business or businesses are owned or acquired by the post-transaction company,
the portion of such business or businesses that is owned or acquired is what will be valued for purposes of the 80% of net assets test. If the Business Combination involves more than one target business,
the 80% of net assets test will be based on the aggregate value of all of the target businesses and we will treat the target businesses together as the Business Combination for purposes of a tender offer or
for seeking stockholder approval, as applicable.
 
Our Management Team
 
Members of our management team are not obligated to devote any specific number of hours to our matters but they intend to devote as much of their time as they deem necessary to our affairs until we
have completed our Business Combination. The amount of time that any member of our management team will devote in any time period will vary based on whether a target business has been selected
for our Business Combination and the current stage of the Business Combination process.
 
We believe our management team’s operating and transaction experience and relationships with companies will provide us with a substantial number of potential Business Combination targets. Over the
course of their careers, the members of our management team have developed a broad network of contacts and corporate relationships around the world. This network has grown through the activities of
our management team sourcing, acquiring and financing businesses, our management team’s relationships with sellers, financing sources and target management teams and the experience of our
management team in executing transactions under varying economic and financial market conditions.
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Status as a Public Company
 
We believe our structure will make us an attractive business combination partner to target businesses. As an existing public company, we offer a target business an alternative to the traditional initial
public offering through a merger or other business combination. In this situation, the owners of the target business would exchange their shares of stock in the target business for shares of our stock or
for a combination of shares of our stock and cash, allowing us to tailor the consideration to the specific needs of the sellers. Although there are various costs and obligations associated with being a
public company, we believe target businesses will find this method a more certain and cost effective method to becoming a public company than the typical initial public offering. In a typical initial
public offering, there are additional expenses incurred in marketing, road show and public reporting efforts that may not be present to the same extent in connection with a Business Combination with
us.
 
Furthermore, once a proposed business combination is completed, the target business will have effectively become public, whereas an initial public offering is always subject to the underwriters’ ability
to complete the offering, as well as general market conditions, which could delay or prevent the offering from occurring or could have negative valuation consequences. Once public, we believe the
target business would then have greater access to capital and an additional means of providing management incentives consistent with stockholders’ interests. It can offer further benefits by augmenting
a company’s profile among potential new customers and vendors and aid in attracting talented employees.
 
We are an “emerging growth company,” as defined in Section 2(a) of the Securities Act of 1933, as amended (the “Securities Act”), as modified by the Jumpstart Our Business Startups Act (the “JOBS
Act”). We will remain an emerging growth company until the earlier of (1) the last day of the fiscal year (a) following the fifth anniversary of the IPO Closing Date, (b) in which we have total annual
gross revenue of at least $1.07 billion, or (c) in which we are deemed to be a large accelerated filer, which means the market value of our common stock that is held by non-affiliates exceeds $700
million as of the prior June 30th, and (2) the date on which we have issued more than $1.0 billion in non-convertible debt securities during the prior three-year period.
 
Financial Position
 
With funds available for a Business Combination in the amount of approximately $188,312,000 as of December 31, 2019, assuming no redemptions and after payment of $7,000,000 of deferred
underwriting fees, and in addition to the proceeds from the contingent forward purchase contract to purchase units by our strategic investor, in each case before fees and expenses associated with our
Business Combination, we offer a target business a variety of options such as creating a liquidity event for its owners, providing capital for the potential growth and expansion of its operations or
strengthening its balance sheet by reducing its debt or leverage ratio. Because we are able to complete our Business Combination using our cash, debt or equity securities, or a combination of the
foregoing, we have the flexibility to use the most efficient combination that will allow us to tailor the consideration to be paid to the target business to fit its needs and desires. However, we have not
taken any steps to secure third party financing and there can be no assurance it will be available to us.
 
Contingent Forward Purchase Contract
 
On December 1, 2017, our strategic investor entered into a Contingent Forward Purchase Contract with us to purchase, in a private placement for gross proceeds of approximately $62,500,000 to occur
concurrently with the consummation of the business combination, 6,250,000 units on substantially the same terms as the sale of units in our initial public offering at $10.00 per unit. On December 27,
2019, the Contingent Forward Purchase Contract was amended to provide that it would terminate effective upon the closing of the Transactions in connection with the proposed business combination
with GTWY Holdings. As part of the Transactions, on December 27, 2019, the strategic investor entered into a “Strategic Investor Subscription Agreement”, with GTWY Holdings, in similar form to
and to replace the Contingent Forward Purchase Contract with us, pursuant to which, among other things our strategic investor agreed to purchase 3,000,000 units of GTWY Holdings’ equity securities
(with each unit consisting of one share and one-half warrant of GTWY Holdings) for a purchase price of $10.00 per unit.
 
Effecting our Business Combination
 
General
 
We are not presently engaged in, and we will not engage in, any operations for an indefinite period of time. We intend to effectuate our Business Combination using cash held in the Trust Account from
the proceeds of our Initial Public Offering, (from the Concurrent Private Placement), and an investment from our strategic investor pursuant to either the Strategic Investor Subscription Agreement or
Contingent Forward Purchase Contract. We may also use our capital stock, debt or a combination of these as the consideration to be paid in our Business Combination. We may seek to complete our
Business Combination with a company or business that may be financially unstable or in its early stages of development or growth, which would subject us to the numerous risks inherent in such
companies and businesses.
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If our Business Combination is paid for using equity or debt securities, or not all of the funds released from the Trust Account are used for payment of the consideration in connection with our Business
Combination or used for redemptions of purchases of our common stock, we may apply the balance of the cash released to us from the Trust Account, as well as the private placement with our strategic
investor described above, for general corporate purposes, including for maintenance or expansion of operations of the post-transaction company, the payment of principal or interest due on indebtedness
incurred in completing our Business Combination, to fund the purchase of other companies or for working capital.
 
We may seek to raise additional funds through a private offering of debt or equity securities in connection with the completion of our Business Combination, and we may effectuate our Business
Combination using the proceeds of such offering rather than using the amounts held in the Trust Account.
 
Subject to compliance with applicable securities laws, we would expect to complete such financing only simultaneously with the completion of our Business Combination. In the case of a Business
Combination funded with assets other than the Trust Account assets, our tender offer documents or proxy materials disclosing the Business Combination would disclose the terms of the financing and,
only if required by law, we would seek stockholder approval of such financing. There are no prohibitions on our ability to raise funds privately or through loans in connection with our Business
Combination. At this time, we are not a party to any arrangement or understanding with any third party with respect to raising any additional funds through the sale of securities or otherwise.
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Sources of Target Businesses
 
We anticipate that target business candidates will be brought to our attention from various unaffiliated sources, including investment market participants, private equity groups, investment banking
firms, consultants, accounting firms and large business enterprises. Target businesses may be brought to our attention by such unaffiliated sources as a result of being solicited by us through calls or
mailings. These sources may also introduce us to target businesses in which they think we may be interested on an unsolicited basis, since many of these sources will have read our final prospectus
dated December 1, 2017 relating to our Initial Public Offering and know what types of businesses we are targeting. Our officers and directors, as well as their affiliates, may also bring to our attention
target business candidates that they become aware of through their business contacts as a result of formal or informal inquiries or discussions they may have, as well as attending trade shows or
conventions. In addition, we expect to receive a number of proprietary deal flow opportunities that would not otherwise necessarily be available to us as a result of the business relationships of our
officers and directors. Target businesses may also be brought to our attention by professional firms or other individuals that specialize in business acquisitions. We may pay a finder’s fee, consulting fee
or other compensation under an engagement determined in an arm’s length negotiation. Payment of finder’s fees is customarily tied to completion of a transaction, in which case any such fee will be
paid out of the funds held in the Trust Account upon the completion of the Business Combination. In addition, we may pay our sponsors or strategic investor or any of our existing officers or directors,
or any entity with which they are affiliated, a finder’s fee, consulting fee or other compensation in connection with identifying, investigating and completing our Business Combination (regardless of the
type of transaction that it is).
 
We are not prohibited from pursuing our Business Combination with a target that is affiliated with our sponsors, strategic investor, officers or directors or making the acquisition through a joint venture
or other form of shared ownership with our sponsors, strategic investor, officers or directors. In the event we seek to complete our Business Combination with a target that is affiliated with our sponsors,
strategic investor, officers or directors, we, or a committee of independent directors, would obtain an opinion from an independent investment banking firm that is a member of FINRA or an
independent accounting firm that such an initial Business Combination is fair to our company from a financial point of view. We are not required to obtain such an opinion in any other context.
 
If any of our officers or directors becomes aware of a Business Combination opportunity that falls within the line of business of any entity to which he or she has pre-existing fiduciary or contractual
obligations, he or she may be required to present such Business Combination opportunity to such entity prior to presenting such Business Combination opportunity to us. Our officers and directors
currently have certain relevant fiduciary duties or contractual obligations that may take priority over their duties to us. If any of our officers or directors becomes aware of a Business Combination
opportunity that is suitable for one of these entities to which he has a fiduciary or contractual obligation, he will honor such obligation to present such opportunity to such entity rather than to us. Our
directors and officers will only have an obligation to present an opportunity to us if such opportunity is expressly offered to such person solely in his capacity as a director or officer of our company and
such opportunity is one we are legally and contractually permitted to undertake and would otherwise be reasonable for us to pursue.
 
Selection of a Target Business and Structuring of our Initial Business Combination
 
The Nasdaq rules require that our Business Combination must occur with one or more target businesses that together have an aggregate fair market value of at least 80% of our assets held in the Trust
Account (excluding the deferred underwriting commissions and taxes payable on the income earned on the Trust Account) at the time of the agreement to enter into the Business Combination. The fair
market value of the target or targets will be determined by our board of directors based upon one or more standards generally accepted by the financial community, such as discounted cash flow
valuation or value of comparable businesses. If our board is not able to independently determine the fair market value of the target business or businesses, we will obtain an opinion from an independent
investment banking firm that is a member of FINRA, or from an independent accounting firm, with respect to the satisfaction of such criteria. Subject to this requirement, our management will have
virtually unrestricted flexibility in identifying and selecting one or more prospective target businesses, although we will not be permitted to effectuate our Business Combination with another blank
check company or a similar company with nominal operations.
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In any case, we will only complete a Business Combination in which we own or acquire 50% or more of the outstanding voting securities of the target or otherwise acquire a controlling interest in the
target sufficient for it not to be required to register as an investment company under the Investment Company Act. If we own or acquire less than 100% of the equity interests or assets of a target
business or businesses, the portion of such business or businesses that are owned or acquired by the post-transaction company is what will be valued for purposes of the 80% of net assets test.
 
To the extent we effect our Business Combination with a company or business that may be financially unstable or in its early stages of development or growth we may be affected by numerous risks
inherent in such company or business. Although our management will endeavor to evaluate the risks inherent in a particular target business, we cannot assure you that we will properly ascertain or
assess all significant risk factors.
 
In evaluating a prospective target business, we expect to conduct a thorough due diligence review, which will encompass, among other things, meetings with incumbent management and employees,
document reviews, interviews of customers and suppliers, inspection of facilities, as well as a review of financial, operational, legal and other information that will be made available to us.
 
The time required to select and evaluate a target business and to structure and complete our Business Combination, and the costs associated with this process, are not currently ascertainable with any
degree of certainty. Any costs incurred with respect to the identification and evaluation of a prospective target business with which our Business Combination is not ultimately completed will result in
our incurring losses and will reduce the funds we can use to complete another Business Combination.
 
Lack of Business Diversification
 
For an indefinite period of time after the completion of our Business Combination, the prospects for our success may depend entirely on the future performance of a single business. Unlike other entities
that have the resources to complete Business Combinations with multiple entities in one or several industries, it is probable that we will not have the resources to diversify our operations and mitigate
the risks of being in a single line of business. By completing our Business Combination with only a single entity, our lack of diversification may:
 
 ● subject us to negative economic, competitive and regulatory developments, any or all of which may have a substantial adverse impact on the particular industry in which we operate after our

Business Combination; and
   
 ● cause us to depend on the marketing and sale of a single product or limited number of products or services.
 
Limited Ability to Evaluate the Target’s Management Team
 
Although we intend to closely scrutinize the management of a prospective target business when evaluating the desirability of effecting our Business Combination with that business, our assessment of
the target business’ management may not prove to be correct. In addition, the future management may not have the necessary skills, qualifications or abilities to manage a public company. Furthermore,
the future role of members of our management team, if any, in the target business cannot presently be stated with any certainty. While it is possible that one or more of our directors will remain
associated in some capacity with us following our Business Combination, it is unlikely that any of them will devote their full efforts to our affairs subsequent to our Business Combination. Moreover,
we cannot assure you that members of our management team will have significant experience or knowledge relating to the operations of the particular target business.
 
We cannot assure you that any of our key personnel will remain in senior management or advisory positions with the combined company. The determination as to whether any of our key personnel will
remain with the combined company will be made at the time of our initial Business Combination.
 
Following a Business Combination, we may seek to recruit additional managers to supplement the incumbent management of the target business. We cannot assure you that we will have the ability to
recruit additional managers, or that additional managers will have the requisite skills, knowledge or experience necessary to enhance the incumbent management.
 
Stockholders May Not Have the Ability to Approve Our Combination
 
We may conduct redemptions without a stockholder vote pursuant to the tender offer rules of the SEC. However, we will seek stockholder approval if it is required by law or applicable stock exchange
rule, or we may decide to seek stockholder approval for business or other legal reasons. Presented in the table below is a graphic explanation of the types of initial Business Combinations we may
consider and whether stockholder approval is currently required under Delaware law for each such transaction.
 

Type of Transaction  
Whether Stockholder 
Approval is Required 

   
Purchase of assets  No
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Purchase of stock of target not involving a merger with the company  No
   
Merger of target into a subsidiary of the company  No
   
Merger of the company with a target  Yes
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Under Nasdaq’s listing rules, stockholder approval would be required for our Business Combination if, for example:
 

● we issue shares of common stock that will be equal to or in excess of 20% of the number of shares of our common stock then outstanding;
 

● any of our directors, officers or substantial stockholders (as defined by Nasdaq rules) has a 5% or greater interest (or such persons collectively have a 10% or greater interest), directly or
indirectly, in the target business or assets to be acquired or otherwise and the present or potential issuance of common stock could result in an increase in outstanding common shares or voting
power of 5% or more; or

 
● the issuance or potential issuance of common stock will result in our undergoing a change of control.

 
Permitted Purchases of our Securities
 
In the event we seek stockholder approval of our Business Combination and we do not conduct redemptions in connection with our Business Combination pursuant to the tender offer rules, our
sponsors, strategic investor, directors, officers, advisors or their affiliates may purchase shares in privately negotiated transactions or in the open market either prior to or following the completion of our
Business Combination. However, they have no current commitments, plans or intentions to engage in such transactions and have not formulated any terms or conditions for any such transactions. They
will not make any such purchases when they are in possession of any material non-public information not disclosed to the seller or if such purchases are prohibited by Regulation M under the Exchange
Act. Such a purchase may include a contractual acknowledgement that such stockholder, although still the record holder of our shares is no longer the beneficial owner thereof and therefore agrees not
to exercise its redemption rights. We have adopted an insider trading policy which requires insiders to: refrain from purchasing shares during certain blackout periods and when they are in possession of
any material nonpublic information and to clear all trades with our legal counsel prior to execution. We cannot currently determine whether our insiders will make such purchases pursuant to a Rule
10b5-1 plan, as it will be dependent upon several factors, including but not limited to, the timing and size of such purchases. Depending on such circumstances, our insiders may either make such
purchases pursuant to a Rule 10b5-1 plan or determine that such a plan is not necessary.
 
In the event that our sponsors, strategic investor, directors, officers, advisors or their affiliates purchase shares in privately negotiated transactions from public stockholders who have already elected to
exercise their redemption rights, such selling stockholders would be required to revoke their prior elections to redeem their shares. We do not currently anticipate that such purchases, if any, would
constitute a tender offer subject to the tender offer rules under the Exchange Act or a going-private transaction subject to the going-private rules under the Exchange Act; however, if the purchasers
determine at the time of any such purchases that the purchases are subject to such rules, the purchasers will comply with such rules.
 
The purpose of such purchases would be to (i) vote such shares in favor of the Business Combination and thereby increase the likelihood of obtaining stockholder approval of the Business Combination
or (ii) to satisfy a closing condition in an agreement with a target that requires us to have a minimum net worth or a certain amount of cash at the closing of our Business Combination, where it appears
that such requirement would otherwise not be met. This may result in the completion of our Business Combination that may not otherwise have been possible.
 
In addition, if such purchases are made, the public “float” of our common stock may be reduced and the number of beneficial holders of our securities may be reduced, which may make it difficult to
maintain or obtain the quotation, listing or trading of our securities on a national securities exchange.
 
Our sponsors, strategic investor, officers, directors and/or their affiliates anticipate that they may identify the stockholders with whom our sponsors, strategic investor, officers, directors or their affiliates
may pursue privately negotiated purchases by either the stockholders contacting us directly or by our receipt of redemption requests submitted by stockholders following our mailing of proxy materials
in connection with our Business Combination. To the extent that our sponsors, strategic investor, officers, directors, advisors or their affiliates enter into a private purchase, they would identify and
contact only potential selling stockholders who have expressed their election to redeem their shares for a pro rata share of the Trust Account or vote against the Business Combination. Our sponsors,
strategic investor, officers, directors, advisors or their affiliates will only purchase shares if such purchases comply with Regulation M under the Exchange Act and the other federal securities laws.
 
Any purchases by our sponsors, strategic investor, officers, directors and/or their affiliates who are affiliated purchasers under Rule 10b-18 under the Exchange Act will only be made to the extent such
purchases are able to be made in compliance with Rule 10b-18, which is a safe harbor from liability for manipulation under Section 9(a)(2) and Rule 10b-5 of the Exchange Act. Rule 10b-18 has certain
technical requirements that must be complied with in order for the safe harbor to be available to the purchaser. Our sponsors, strategic investor, officers, directors and/or their affiliates will not make
purchases of common stock if the purchases would violate Section 9(a)(2) or Rule 10b-5 of the Exchange Act.
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None of the funds in the Trust Account will be used to purchase shares in such transactions.
 
Redemption Rights for Public Stockholders Upon Completion of our Business Combination
 
We will provide our public stockholders with the opportunity to redeem all or a portion of their shares of common stock upon the completion of our Business Combination at a per-share price, payable
in cash, equal to the aggregate amount then on deposit in the Trust Account as of two business days prior to the consummation of the Business Combination including interest earned on the funds held
in the trust account and not previously released to us to pay our franchise and income taxes, divided by the number of then outstanding public shares, subject to the limitations described herein. The
amount initially held in the Trust Account was $10.00 per public share and is expected to increase to the extent that interest accrues in the Trust Account. The per-share amount we will distribute to
public stockholders who properly redeem their shares will not be reduced by the deferred underwriting commissions we will pay to the underwriters. Our initial stockholders have entered into letter
agreements with us, pursuant to which they have agreed to waive their redemption rights with respect to any founder shares and any public shares held by them in connection with the completion of our
business combination.
 
Manner of Conducting Redemptions
 
We will provide our public stockholders with the opportunity to redeem all or a portion of their shares of common stock upon the completion of our Business Combination either (i) in connection with a
stockholder meeting called to approve the Business Combination or (ii) by means of a tender offer. The decision as to whether we will seek stockholder approval of a proposed Business Combination or
conduct a tender offer will be made by us, solely in our discretion, and will be based on a variety of factors such as the timing of the transaction and whether the terms of the transaction would require
us to seek stockholder approval under the law or stock exchange listing requirement. Asset acquisitions and stock purchases would not typically require stockholder approval while direct mergers with
our company where we do not survive and any transactions where we issue more than 20% of our outstanding common stock or seek to amend our amended and restated certificate of incorporation
would require stockholder approval. If we structure a Business Combination transaction with a target company in a manner that requires stockholder approval, we will not have discretion as to whether
to seek a stockholder vote to approve the proposed business combination. We intend to conduct redemptions without a stockholder vote pursuant to the tender offer rules of the SEC unless stockholder
approval is required by law or stock exchange listing requirements or we choose to seek stockholder approval for business or other legal reasons.
 
If a stockholder vote is not required and we do not decide to hold a stockholder vote for business or other legal reasons, we will, pursuant to our amended and restated certificate of incorporation:
 

● conduct the redemptions pursuant to Rule 13e-4 and Regulation 14E of the Exchange Act, which regulate issuer tender offers; and
 

● file tender offer documents with the SEC prior to completing our Business Combination which contain substantially the same financial and other information about the Business Combination
and the redemption rights as is required under Regulation 14A of the Exchange Act, which regulates the solicitation of proxies.
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Upon the public announcement of our Business Combination, we or our sponsors will terminate any plan established in accordance with Rule 10b5-1 to purchase shares of our common stock in the
open market if we elect to redeem our public shares through a tender offer, to comply with Rule 14e-5 under the Exchange Act.
 
In the event we conduct redemptions pursuant to the tender offer rules, our offer to redeem will remain open for at least 20 business days, in accordance with Rule 14e-1(a) under the Exchange Act, and
we will not be permitted to complete our Business Combination until the expiration of the tender offer period. In addition, the tender offer will be conditioned on public stockholders not tendering more
than a specified number of public shares which are not purchased by our sponsors or strategic investor, which number will be based on the requirement that we may not redeem public shares in an
amount that would cause our net tangible assets to be less than $5,000,001 (so that we are not subject to the SEC’s “penny stock” rules) or any greater net tangible asset or cash requirement which may
be contained in the agreement relating to our Business Combination. If public stockholders tender more shares than we have offered to purchase, we will withdraw the tender offer and not complete the
Business Combination.
 
If, however, stockholder approval of the transaction is required by law or stock exchange listing requirement, or we decide to obtain stockholder approval for business or other legal reasons, we will,
pursuant to our amended and restated certificate of incorporation:
 

● conduct the redemptions in conjunction with a proxy solicitation pursuant to Regulation 14A under the Exchange Act, which regulates the solicitation of proxies, and not pursuant to the tender
offer rules; and

 
● file proxy materials with the SEC.

 
In the event that we seek stockholder approval of our Business Combination, we will distribute proxy materials and, in connection therewith, provide our public stockholders with the redemption rights
described above upon completion of the Business Combination.
 

9
 
 
If we seek stockholder approval, we will complete our Business Combination only if a majority of the outstanding shares of common stock voted are voted in favor of the Business Combination. A
quorum for such meeting will consist of the holders present in person or by proxy of shares of outstanding capital stock of the company representing a majority of the voting power of all outstanding
shares of capital stock of the company entitled to vote at such meeting. Our initial stockholders will count toward this quorum and have agreed, after approval of our board, to vote their founder shares
and any public shares purchased during or after our Initial Public Offering in favor of our Business Combination. For purposes of seeking approval of the majority of our outstanding shares of common
stock voted, non-votes will have no effect on the approval of our Business Combination once a quorum is obtained. There are currently 23,876,251 shares of our common stock outstanding so at least
11,938,126 shares must be voted in favor to pass the Transactions contemplated by the Merger Agreement. Our Board, officers and other initial stockholders and their respective affiliates (including the
Sponsors and Strategic Investor) own of record and are entitled to vote an aggregate of 6,000,000 shares and have agreed to vote in favor of the Trasnactions so only 5,938,126 public shares are required
to be voted in favor of the Transactions for it to be approved. We intend to give not less than 10 days nor more than 60 days prior written notice of any such meeting, if required, at which a vote shall be
taken to approve our Business Combination. These quorum and voting thresholds, and the voting agreements of our initial stockholders, may make it more likely that we will consummate our Business
Combination. Each public stockholder may elect to redeem its public shares irrespective of whether they vote for or against the proposed transaction. In addition, our initial stockholders have entered
into letter agreements with us, pursuant to which they have agreed to waive their redemption rights with respect to their founder shares and public shares in connection with the completion of a Business
Combination.
 
Our amended and restated certificate of incorporation provides that in no event will we redeem our public shares in an amount that would cause our net tangible assets to be less than $5,000,001 (so that
we are not subject to the SEC’s “penny stock” rules) or any greater net tangible asset or cash requirement which may be contained in the agreement relating to our Business Combination. For example,
the proposed Business Combination may require: (i) cash consideration to be paid to the target or its owners, (ii) cash to be transferred to the target for working capital or other general corporate
purposes or (iii) the retention of cash to satisfy other conditions in accordance with the terms of the proposed Business Combination. In the event the aggregate cash consideration we would be required
to pay for all shares of common stock that are validly submitted for redemption plus any amount required to satisfy cash conditions pursuant to the terms of the proposed Business Combination exceed
the aggregate amount of cash available to us, we will not complete the Business Combination or redeem any shares, and all shares of common stock submitted for redemption will be returned to the
holders thereof.
 
Limitation on Redemption Upon Completion of our Business Combination if We Seek Stockholder Approval
 
Notwithstanding the foregoing, if we seek stockholder approval of our Business Combination and we do not conduct redemptions in connection with our Business Combination pursuant to the tender
offer rules, our amended and restated certificate of incorporation provides that a public stockholder, together with any affiliate of such stockholder or any other person with whom such stockholder is
acting in concert or as a “group” (as defined under Section 13 of the Exchange Act), will be restricted from seeking redemption rights with respect to more than an aggregate of 20% of the shares sold in
our Initial Public Offering, which we refer to as the “Excess Shares.” We believe this restriction will discourage stockholders from accumulating large blocks of shares, and subsequent attempts by such
holders to use their ability to exercise their redemption rights against a proposed Business Combination as a means to force us or our management to purchase their shares at a significant premium to the
then-current market price or on other undesirable terms. Absent this provision, a public stockholder holding more than an aggregate of 20% of the shares sold in our Initial Public Offering could
threaten to exercise its redemption rights if such holder’s shares are not purchased by us or our management at a premium to the then-current market price or on other undesirable terms. By limiting our
stockholders’ ability to redeem no more than 20% of the shares sold in our Initial Public Offering, we believe we will limit the ability of a small group of stockholders to unreasonably attempt to block
our ability to complete our Business Combination, particularly in connection with a business combination with a target that requires as a closing condition that we have a minimum net worth or a certain
amount of cash. However, we would not be restricting our stockholders’ ability to vote all of their shares (including Excess Shares) for or against our Business Combination.
 
Tendering Stock Certificates in Connection with a Tender Offer or Redemption Rights
 
We may require our public stockholders seeking to exercise their redemption rights, whether they are record holders or hold their shares in “street name,” to either tender their certificates to our transfer
agent prior to the date set forth in the tender offer documents or proxy materials mailed to such holders, or up to two business days prior to the vote on the proposal to approve the Business Combination
in the event we distribute proxy materials, or to deliver their shares to the transfer agent electronically using Depository Trust Company’s DWAC (Deposit/Withdrawal At Custodian) System, at the
holder’s option. The tender offer or proxy materials, as applicable, that we will furnish to holders of our public shares in connection with our Business Combination will indicate whether we are
requiring public stockholders to satisfy such delivery requirements. Accordingly, a public stockholder would have from the time we send out our tender offer materials until the close of the tender offer
period, or up to two days prior to the vote on the Business Combination if we distribute proxy materials, as applicable, to tender its shares if it wishes to seek to exercise its redemption rights. Given the
relatively short exercise period, it is advisable for stockholders to use electronic delivery of their public shares.
 
There is a nominal cost associated with the above-referenced tendering process and the act of certificating the shares or delivering them through the DWAC System. The transfer agent will typically
charge the tendering broker $80.00 and it would be up to the broker whether or not to pass this cost on to the redeeming holder. However, this fee would be incurred regardless of whether or not we
require holders seeking to exercise redemption rights to tender their shares. The need to deliver shares is a requirement of exercising redemption rights regardless of the timing of when such delivery
must be effectuated.
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The foregoing is different from the procedures used by many blank check companies. In order to perfect redemption rights in connection with their business combinations, many blank check companies
would distribute proxy materials for the stockholders’ vote on a Business Combination, and a holder could simply vote against a proposed business combination and check a box on the proxy card
indicating such holder was seeking to exercise his or her redemption rights. After the business combination was approved, the company would contact such stockholder to arrange for him or her to
deliver his or her certificate to verify ownership. As a result, the stockholder then had an “option window” after the completion of the business combination during which he or she could monitor the
price of the company’s stock in the market. If the price rose above the redemption price, he or she could sell his or her shares in the open market before actually delivering his or her shares to the
company for cancellation. As a result, the redemption rights, to which stockholders were aware they needed to commit before the stockholder meeting, would become “option” rights surviving past the
completion of the business combination until the redeeming holder delivered its certificate. The requirement for physical or electronic delivery prior to the meeting ensures that a redeeming holder’s
election to redeem is irrevocable once the business combination is approved.
 
Any request to redeem such shares, once made, may be withdrawn at any time up to the date set forth in the tender offer materials or the date of the stockholder meeting set forth in our proxy materials,
as applicable. Furthermore, if a holder of a public share delivered its certificate in connection with an election of redemption rights and subsequently decides prior to the applicable date not to elect to
exercise such rights, such holder may simply request that the transfer agent return the certificate (physically or electronically). It is anticipated that the funds to be distributed to holders of our public
shares electing to redeem their shares will be distributed promptly after the completion of our business combination.
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If our Business Combination is not approved or completed for any reason, then our public stockholders who elected to exercise their redemption rights would not be entitled to redeem their shares for
the applicable pro rata share of the Trust Account. In such case, we will promptly return any certificates delivered by public stockholders who elected to redeem their shares.
 
If our initial proposed Business Combination is not completed, we may continue to try to complete a Business Combination with a different target during the Combination Period.
 
Redemption of Public Shares and Liquidation if No Business Combination
 
Our sponsors, strategic investor, officers and directors have agreed that we will have to complete our Business Combination during the Combination Period. If we are unable to complete our Business
Combination within such period, we will: (i) cease all operations except for the purpose of winding up, (ii) as promptly as reasonably possible but not more than ten business days thereafter, redeem the
public shares, at a per-share price, payable in cash, equal to the aggregate amount then on deposit in the Trust Account including interest earned on the funds held in the Trust Account and not
previously released to us to pay our franchise and income taxes (less up to $75,000 of interest to pay dissolution expenses), divided by the number of then outstanding public shares, which redemption
will completely extinguish public stockholders’ rights as stockholders (including the right to receive further liquidating distributions, if any), subject to applicable law, and (iii) as promptly as
reasonably possible following such redemption, subject to the approval of our remaining stockholders and our board of directors, dissolve and liquidate, subject in each case to our obligations under
Delaware law to provide for claims of creditors and the requirements of other applicable law. There will be no redemption rights or liquidating distributions with respect to our warrants, which will
expire worthless if we fail to complete our Business Combination during the Combination Period.
 
Our initial stockholders have entered into letter agreements with us, pursuant to which they have waived their rights to liquidating distributions from the Trust Account with respect to any founder
shares held by them if we fail to complete our Business Combination during the Combination Period. However, our initial stockholders will be entitled to liquidating distributions from the Trust
Account with respect to any public shares they hold if we fail to complete our Business Combination during the Combination Period.
 
Our sponsors, strategic investor, officers and directors have agreed, pursuant to written letter agreements with us, that they will not propose any amendment to our amended and restated certificate of
incorporation that would affect the substance or timing of our obligation to redeem 100% of our public shares if we do not complete our Business Combination during the Combination Period, unless
we provide our public stockholders with the opportunity to redeem their shares of common stock upon approval of any such amendment at a per-share price, payable in cash, equal to the aggregate
amount then on deposit in the Trust Account including interest earned on the funds held in the Trust Account and not previously released to us to pay our franchise and income taxes divided by the
number of then outstanding public shares. However, we may not redeem our public shares in an amount that would cause our net tangible assets to be less than $5,000,001 (so that we are not subject to
the SEC’s “penny stock” rules). Pursuant to our amended and restated certificate of incorporation such an amendment would need to be approved by holders of 65% of our common stock entitled to
vote thereon.
 
We expect that all costs and expenses associated with implementing our plan of dissolution, as well as payments to any creditors, will be funded from amounts remaining out of the $1,061,151 of
proceeds held outside the Trust Account (as of December 31, 2019), the $1,000,000 in loans from our sponsors and strategic investor in the aggregate (which was funded on January 15, 2020) , or
provided through additional loans from our sponsors and strategic investor, although we cannot assure you that there will be sufficient funds for such purpose. However, if those funds are not sufficient
to cover the costs and expenses associated with implementing our plan of dissolution, to the extent that there is any interest accrued in the Trust Account not required to pay franchise and income taxes
on interest income earned on the Trust Account balance, we may request the trustee to release to us an additional amount of up to $75,000 of such accrued interest to pay those costs and expenses.
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If we were to expend all of the net proceeds of our Initial Public Offering and the Concurrent Private Placement, other than the proceeds deposited in the Trust Account, and without taking into account
interest, if any, earned on the Trust Account, the per-share redemption amount received by stockholders upon our dissolution would be approximately $10.35 (as of December 31, 2019). The proceeds
deposited in the Trust Account could, however, become subject to the claims of our creditors that would have higher priority than the claims of our public stockholders. We cannot assure you that the
actual per-share redemption amount received by stockholders will not be substantially less than $10.00. Under Section 281(b) of the DGCL, our plan of dissolution must provide for all claims against us
to be paid in full or make provision for payments to be made in full, as applicable, if there are sufficient assets. These claims must be paid or provided for before we make any distribution of our
remaining assets to our stockholders. While we intend to pay such amounts, if any, we cannot assure you that we will have funds sufficient to pay or provide for all creditors’ claims.
 
Although we will seek to have all vendors, service providers (other than our independent auditors), prospective target businesses or other entities with which we do business execute agreements with us
waiving any right, title, interest or claim of any kind in or to any monies held in the Trust Account for the benefit of our public stockholders, there is no guarantee that they will execute such agreements
or even if they execute such agreements that they would be prevented from bringing claims against the Trust Account including but not limited to fraudulent inducement, breach of fiduciary
responsibility or other similar claims, as well as claims challenging the enforceability of the waiver, in each case in order to gain an advantage with respect to a claim against our assets, including the
funds held in the Trust Account. If any third party refuses to execute an agreement waiving such claims to the monies held in the Trust Account, our management will perform an analysis of the
alternatives available to it and will only enter into an agreement with a third party that has not executed a waiver if management believes that such third party’s engagement would be significantly more
beneficial to us than any alternative. Examples of possible instances where we may engage a third party that refuses to execute a waiver include the engagement of a third party consultant whose
particular expertise or skills are believed by management to be significantly superior to those of other consultants that would agree to execute a waiver or in cases where management is unable to find a
service provider willing to execute a waiver.
 
In addition, there is no guarantee that such entities will agree to waive any claims they may have in the future as a result of, or arising out of, any negotiations, contracts or agreements with us and will
not seek recourse against the Trust Account for any reason. Each sponsor has agreed that it will be liable to us, jointly and severally, if and to the extent any claims by a vendor (other than our
independent public accountants) for services rendered or products sold to us, or a prospective target business with which we have discussed entering into a transaction agreement, reduce the amount of
funds in the Trust Account to below (i) $10.00 per public share or (ii) such lesser amount per public share held in the Trust Account as of the date of the liquidation of the Trust Account, due to
reductions in value of the trust assets, in each case net, of the amount of interest which may be withdrawn to pay our franchise and income tax obligations, except as to any claims by a third party who
executed a waiver of any and all rights to seek access to the Trust Account and except as to any claims under our indemnity of the underwriters of our Initial Public Offering against certain liabilities,
including liabilities under the Securities Act. In the event that an executed waiver is deemed to be unenforceable against a third party, then our sponsors will not be responsible to the extent of any
liability for such third party claims We have not independently verified whether each sponsor has sufficient funds to satisfy its indemnity obligations and believe that our sponsors’ only substantive
assets are securities of our company. We have not asked our sponsors to reserve for such indemnification obligations. Therefore, we cannot assure you that our sponsors would be able to satisfy those
obligations. As a result, if any such claims were successfully made against the Trust Account, the funds available for our Business Combination and redemptions could be reduced to less than $10.00
per public share. In such event, we may not be able to complete our Business Combination, and you would receive such lesser amount per share in connection with any redemption of your public
shares. None of our officers or directors will indemnify us for claims by third parties including, without limitation, claims by vendors and prospective target businesses.
 
In the event that the proceeds in the Trust Account are reduced below (i) $10.00 per public share or (ii) such lesser amount per public share held in the Trust Account as of the date of the liquidation of
the Trust Account, due to reductions in value of the trust assets, in each case net of the amount of interest which may be withdrawn to pay our franchise and income tax obligations and each sponsor
asserts that it is unable to satisfy its indemnification obligations or that it has no indemnification obligations related to a particular claim, our independent directors would determine whether to take
legal action against our sponsors to enforce its indemnification obligations. While we currently expect that our independent directors would take legal action on our behalf against our sponsors to
enforce its indemnification obligations to us, it is possible that our independent directors in exercising their business judgment may choose not to do so if, for example, the cost of such legal action is
deemed by the independent directors to be too high relative to the amount recoverable or if the independent directors determine that a favorable outcome is not likely. We have not asked our sponsors to
reserve for such indemnification obligations and we cannot assure you that our sponsors would be able to satisfy those obligations. Accordingly, we cannot assure you that due to claims of creditors the
actual value of the per-share redemption price will not be less than $10.00 per public share.
 
We will seek to reduce the possibility that our sponsors will have to indemnify the Trust Account due to claims of creditors by endeavoring to have all vendors, service providers (other than our
independent auditors), prospective target businesses or other entities with which we do business execute agreements with us waiving any right, title, interest or claim of any kind in or to monies held in
the Trust Account. Our sponsors will also not be liable as to any claims under our indemnity of the underwriters of our Initial Public Offering against certain liabilities, including liabilities under the
Securities Act. As of December 31, 2019, we have access to up to approximately $1.1 million from the proceeds of our Initial Public Offering and the Concurrent Private Placement with which to pay
any such potential claims (including costs and expenses incurred in connection with our liquidation, currently estimated to be no more than approximately $75,000). In the event that we liquidate and it
is subsequently determined that the reserve for claims and liabilities is insufficient, stockholders who received funds from our Trust Account could be liable for claims made by creditors.
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Under the DGCL, stockholders may be held liable for claims by third parties against a corporation to the extent of distributions received by them in a dissolution. The pro rata portion of our Trust
Account distributed to our public stockholders upon the redemption of our public shares in the event we do not complete our Business Combination during the Combination Period may be considered a
liquidating distribution under Delaware law. If the corporation complies with certain procedures set forth in Section 280 of the DGCL intended to ensure that it makes reasonable provision for all claims
against it, including a 60-day notice period during which any third-party claims can be brought against the corporation, a 90-day period during which the corporation may reject any claims brought, and
an additional 150-day waiting period before any liquidating distributions are made to stockholders, any liability of stockholders with respect to a liquidating distribution is limited to the lesser of such
stockholder’s pro rata share of the claim or the amount distributed to the stockholder, and any liability of the stockholder would be barred after the third anniversary of the dissolution.
 
Furthermore, if the pro rata portion of our Trust Account distributed to our public stockholders upon the redemption of our public shares in the event we do not complete our Business Combination
during the Combination Period, is not considered a liquidating distribution under Delaware law and such redemption distribution is deemed to be unlawful, then pursuant to Section 174 of the DGCL,
the statute of limitations for claims of creditors could then be six years after the unlawful redemption distribution, instead of three years, as in the case of a liquidating distribution. If we are unable to
complete our Business Combination during the Combination Period, we will: (i) cease all operations except for the purpose of winding up, (ii) as promptly as reasonably possible but not more than ten
business days thereafter, redeem the public shares, at a per-share price, payable in cash, equal to the aggregate amount then on deposit in the Trust Account including interest earned on the funds held in
the Trust Account and not previously released to us to pay our franchise and income taxes (less up to $75,000 of interest to pay dissolution expenses), divided by the number of then outstanding public
shares, which redemption will completely extinguish public stockholders’ rights as stockholders (including the right to receive further liquidating distributions, if any), subject to applicable law, and (iii)
as promptly as reasonably possible following such redemption, subject to the approval of our remaining stockholders and our board of directors, dissolve and liquidate, subject in each case to our
obligations under Delaware law to provide for claims of creditors and the requirements of other applicable law. Accordingly, it is our intention to redeem our public shares as soon as reasonably possible
following the Combination Period and, therefore, we do not intend to comply with those procedures. As such, our stockholders could potentially be liable for any claims to the extent of distributions
received by them (but no more) and any liability of our stockholders may extend well beyond the third anniversary of such date.
 
Because we will not be complying with Section 280, Section 281(b) of the DGCL requires us to adopt a plan, based on facts known to us at such time that will provide for our payment of all existing
and pending claims or claims that may be potentially brought against us within the subsequent 10 years. However, because we are a blank check company, rather than an operating company, and our
operations will be limited to searching for prospective target businesses to acquire, the only likely claims to arise would be from our vendors (such as lawyers, investment bankers, etc.) or prospective
target businesses. As described above, pursuant to the obligation contained in our underwriting agreement, we will seek to have all vendors, service providers (other than our independent auditors),
prospective target businesses or other entities with which we do business execute agreements with us waiving any right, title, interest or claim of any kind in or to any monies held in the Trust Account.
As a result of this obligation, the claims that could be made against us are significantly limited and the likelihood that any claim that would result in any liability extending to the Trust Account is
remote. Further, our sponsors may be liable only to the extent necessary to ensure that the amounts in the Trust Account are not reduced below (i) $10.00 per public share or (ii) such lesser amount per
public share held in the Trust Account as of the date of the liquidation of the Trust Account, due to reductions in value of the trust assets, in each case net of the amount of interest withdrawn to pay our
franchise and income tax obligations and will not be liable as to any claims under our indemnity of the underwriters of our Initial Public Offering against certain liabilities, including liabilities under the
Securities Act. In the event that an executed waiver is deemed to be unenforceable against a third party, our sponsors will not be responsible to the extent of any liability for such third-party claims.
 
If we file a bankruptcy petition or an involuntary bankruptcy petition is filed against us that is not dismissed, the proceeds held in the Trust Account could be subject to applicable bankruptcy law, and
may be included in our bankruptcy estate and subject to the claims of third parties with priority over the claims of our stockholders. To the extent any bankruptcy claims deplete the Trust Account, we
cannot assure you we will be able to return $10.00 per share to our public stockholders. Additionally, if we file a bankruptcy petition or an involuntary bankruptcy petition is filed against us that is not
dismissed, any distributions received by stockholders could be viewed under applicable debtor/creditor and/or bankruptcy laws as either a “preferential transfer” or a “fraudulent conveyance.” As a
result, a bankruptcy court could seek to recover all amounts received by our stockholders. Furthermore, our board may be viewed as having breached its fiduciary duty to our creditors and/or may have
acted in bad faith, and thereby exposing itself and our company to claims of punitive damages, by paying public stockholders from the Trust Account prior to addressing the claims of creditors. We
cannot assure you that claims will not be brought against us for these reasons.
 
Our public stockholders will be entitled to receive funds from the Trust Account only in the event of the redemption of our public shares if we do not complete our Business Combination during the
Combination Period or if they redeem their respective shares for cash upon the completion of the Business Combination. In no other circumstances will a stockholder have any right or interest of any
kind to or in the Trust Account. In the event we seek stockholder approval in connection with our Business Combination, a stockholder’s voting in connection with the Business Combination alone will
not result in a stockholder’s redeeming its shares to us for an applicable pro rata share of the Trust Account. Such stockholder must have also exercised its redemption rights described above.
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Amended and Restated Certificate of Incorporation
 
Our amended and restated certificate of incorporation contains certain requirements and restrictions relating to our Initial Public Offering that will apply to us until the consummation of our Business
Combination. If we seek to amend any provisions of our amended and restated certificate of incorporation relating to stockholders’ rights or pre-Business Combination activity, we will provide
dissenting public stockholders with the opportunity to redeem their public shares in connection with any such vote. Our initial stockholders have agreed to waive any redemption rights with respect to
their founder shares and public shares in connection with the completion of our Business Combination. Specifically, our amended and restated certificate of incorporation provides, among other things,
that:
 

● prior to the consummation of our Business Combination, we shall either (1) seek stockholder approval of our Business Combination at a meeting called for such purpose at which stockholders
may seek to redeem their shares, regardless of whether they vote for or against the proposed Business Combination, into their pro rata share of the aggregate amount then on deposit in our
Trust Account, including interest (which interest shall be net of taxes payable) or (2) provide our public stockholders with the opportunity to tender their shares to us by means of a tender offer
(and thereby avoid the need for a stockholder vote) for an amount equal to their pro rata share of the aggregate amount then on deposit in our Trust Account, including interest (which interest
shall be net of taxes payable) in each case subject to the limitations described herein;

 
● we will consummate our Business Combination only if we have net tangible assets of at least $5,000,001 upon such consummation and, solely if we seek stockholder approval, a majority of

the outstanding shares of common stock voted are voted in favor of the Business Combination;
 

● if our Business Combination is not consummated during the Combination Period, then our existence will terminate and we will distribute all amounts in our Trust Account; and
 

● prior to our Business Combination, we may not issue additional shares of capital stock that would entitle the holders thereof to (i) receive funds from our Trust Account or (ii) vote on any
Business Combination.

 
These provisions cannot be amended without the approval of holders of 65% of our common stock. In the event we seek stockholder approval in connection with our Business Combination, our
amended and restated certificate of incorporation provides that we may consummate our Business Combination only if approved by a majority of the shares of Capital Stock voted by our stockholders
voting at a duly held stockholders meeting.
 
Competition
 
In identifying, evaluating and selecting a target business for our Business Combination, we may encounter intense competition from other entities having a business objective similar to ours, including
other blank check companies, private equity groups and leveraged buyout funds, and operating businesses seeking strategic acquisitions. Many of these entities are well established and have extensive
experience identifying and effecting business combinations directly or through affiliates. Moreover, many of these competitors possess greater financial, technical, human and other resources than we
do. Our ability to acquire larger target businesses will be limited by our available financial resources. This inherent limitation gives others an advantage in pursuing the acquisition of a target business.
Furthermore, our obligation to pay cash in connection with our public stockholders who exercise their redemption rights may reduce the resources available to us for our Business Commination and our
outstanding warrants, and the future dilution they potentially represent, way not be viewed favorably by certain target businesses. Either of these factors may place us at a competitive disadvantage in
successfully negotiating a Business Combination.
 
If we succeed in effecting our Business Combination, there will be, in all likelihood, intense competition from competitors of the target business. Subsequent to our Business Combination, we may not
have the resources or ability to compete effectively.
 
Employees
 
We currently have four officers. Members of our management team are not obligated to devote any specific number of hours to our matters but they intend to devote as much of their time as they deem
necessary to our affairs until we have completed our Business Combination. The amount of time that any such person will devote in any time period will vary based on whether a target business has
been selected for our Business Combination and the current stage of the Business Combination process.
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Periodic Reporting and Financial Information
 
Our Units, Common Stock and Warrants are registered under the Exchange Act and as a result we have reporting obligations, including the requirement that we file annual, quarterly and current reports
with the SEC. Such reports and other information filed by the Company with the SEC are available free of charge through the Investors link on our website at www.leisureacq.com and on the SEC’s
website at sec.report. The contents of these websites are not incorporated into this filing. Further, our references to the website URLs are intended to be inactive textual references only.
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We are an “emerging growth company,” as defined in Section 2(a) of the Securities Act, as modified by the JOBS Act. As such, we are eligible to take advantage of certain exemptions from various
reporting requirements that are applicable to other public companies that are not “emerging growth companies” including, but not limited to, not being required to comply with the auditor attestation
requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding executive compensation in our periodic reports and proxy statements, and exemptions from the
requirements of holding a non-binding advisory vote on executive compensation and stockholder approval of any golden parachute payments not previously approved. If some investors find our
securities less attractive as a result, there may be a less active trading market for our securities and the prices of our securities may be more volatile.
 

In addition, Section 107 of the JOBS Act also provides that an “emerging growth company” can take advantage of the extended transition period provided in Section 7(a)(2)(B) of the Securities Act for
complying with new or revised accounting standards. In other words, an “emerging growth company” can delay the adoption of certain accounting standards until those standards would otherwise apply
to private companies. We intend to take advantage of the benefits of this extended transition period.
 

We will remain an emerging growth company until the earlier of (1) the last day of the fiscal year (a) following the fifth anniversary of the IPO Closing Date, (b) in which we have total annual gross
revenue of at least $1.07 billion, or (c) in which we are deemed to be a large accelerated filer, which means the market value of Common Stock that is held by non-affiliates exceeds $700 million as of
the prior June 30th, and (2) the date on which we have issued more than $1.0 billion in non-convertible debt during the prior three-year period. References herein to “emerging growth company” shall
have the meaning associated with it in the JOBS Act.
 

We will provide stockholders with audited financial statements of the prospective target business as part of the tender offer materials or proxy solicitation materials sent to stockholders to assist them in
assessing the target business. In all likelihood, these financial statements will need to be prepared in accordance with, or be reconciled to, accounting principles generally accepted in the United States of
America (“GAAP”) or international financing reporting standards (“IFRS”) as promulgated by the International Accounting Standards Board (“IASB”) depending on the circumstances and the
historical financial statements may be required to be audited in accordance with the standards of the Public Company Accounting Oversight Board (United States) (“PCAOB”). We cannot assure you
that any particular target business identified by us as a potential acquisition candidate will have financial statements prepared in accordance with GAAP or IFRS or that the potential target business will
be able to prepare its financial statements in accordance with GAAP or IFRS. To the extent that this requirement cannot be met, we may not be able to acquire the proposed target business. While this
may limit the pool of potential acquisition candidates, we do not believe that this limitation will be material.
 

We are required to evaluate our internal control procedures beginning with the fiscal year ended December 31, 2019 as required by the Sarbanes-Oxley Act. As long as we maintain our status as an
“emerging growth company,” we will not be required to comply with the independent registered public accounting firm attestation requirement on our internal control over financial reporting. The fact
that we are a blank check company makes compliance with the requirements of the Sarbanes-Oxley Act particularly burdensome on us as compared to other public companies because a target company
with which we seek to complete our business combination may not be in compliance with the provisions of the Sarbanes-Oxley Act regarding adequacy of its internal controls. A target company’s
ability to achieve compliance with the Sarbanes-Oxley Act may increase the time and costs necessary to complete any such acquisition.
 

Item 1A.  Risk Factors
 

You should carefully consider the following risk factors and all other information contained in this Report, including the financial statements. If any of the following events occur, our business, financial
condition or results of operations may be materially and adversely affected. In that event, the trading price of our securities could decline, and you could lose all or part of your investment. The risk
factors described below are not necessarily exhaustive and you are encouraged to perform your own investigation with respect to us and our business. For risk factors related to GTWY Holdings and the
Transactions, see the Preliminary Proxy Statement on Schedule 14A filed by the Company on January 31, 2020, as may be amended from time to time, and the Definitive Proxy Statement on Schedule
14A when filed by the Company.
 

We are a blank check company with no operating history and no revenues, and you have no basis on which to evaluate our ability to achieve our business objective.
 

We are a blank check company with no operating results, and we will not commence operations until completing a Business Combination. Because we have no operating history and have no operating
results, you have no basis upon which to evaluate our ability to achieve our business objective of completing our Business Combination with one or more target businesses. We may be unable to
complete a Business Combination. If we fail to complete a Business Combination, we will never generate any operating revenues.
 

Our public stockholders may not be afforded an opportunity to vote on our proposed Business Combination, which means we may complete our Business Combination even though a
majority of our public stockholders do not support such a combination.
 

We may not hold a stockholder vote to approve our Business Combination unless the Business Combination would require stockholder approval under applicable law or stock exchange listing
requirements or if we decide to hold a stockholder vote for business or other legal reasons. For instance, Nasdaq rules currently allow us to engage in a tender offer in lieu of a stockholder meeting but
would still require us to obtain stockholder approval if we were seeking to issue more than 20% of our outstanding shares to a target business as consideration in our Business Combination. Therefore, if
the structure of our Business Combination involved the issuance of more than 20% of our outstanding shares, we would seek stockholder approval of such Business Combination. However, except as
required by law, the decision as to whether we will seek stockholder approval of a proposed Business Combination or will allow stockholders to sell their shares to us in a tender offer will be made by
us, solely in our discretion, and will be based on a variety of factors, such as the timing of the transaction and whether the terms of the transaction would otherwise require us to seek stockholder
approval. Accordingly, we may complete our Business Combination even if holders of a majority of our public shares do not approve of the Business Combination we complete. Please refer to “Item 1.
Business – Stockholders May Not Have the Ability to Approve Our Business Combination” for additional information.
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If we seek stockholder approval of our Business Combination, after approval of our board, our initial stockholders have agreed to vote in favor of such Business Combination, regardless of
how our public stockholders vote.
 
Unlike many other blank check companies in which the initial stockholders agree to vote their founder shares in accordance with the majority of the votes cast by the public stockholders in connection
with a Business Combination, after approval of our board, our initial stockholders have agreed to vote their founder shares, as well as any public shares purchased during or after our Initial Public
Offering, in favor of our Business Combination. Our initial stockholders own shares representing approximately 21% (as of December 31, 2019) of our outstanding shares of common stock at the time
of any such stockholder vote. Accordingly, if we seek stockholder approval of our Business Combination, it is more likely that the necessary stockholder approval will be received than would be the
case if our initial stockholders agreed to vote their founder shares in accordance with the majority of the votes cast by our public stockholders.
 
Your only opportunity to affect the investment decision regarding a potential Business Combination will be limited to the exercise of your right to redeem your shares from us for cash,
unless we seek stockholder approval of the business combination.
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Since our board of directors may complete a Business Combination without seeking stockholder approval, public stockholders may not have the right or opportunity to vote on the Business
Combination, unless we seek such stockholder vote. Accordingly, if we do not seek stockholder approval, your only opportunity to affect the investment decision regarding a potential Business
Combination may be limited to exercising your redemption rights within the period of time (which will be at least 20 business days) set forth in our tender offer documents mailed to our public
stockholders in which we describe our Business Combination.
 
The ability of our public stockholders to redeem their shares for cash may make our financial condition unattractive to potential Business Combination targets, which may make it difficult
for us to enter into a Business Combination with a target.
 
We may seek to enter into a Business Combination transaction agreement with a prospective target that requires as a closing condition that we have a minimum net worth or a certain amount of cash. If
too many public stockholders exercise their redemption rights, we would not be able to meet such closing condition and, as a result, would not be able to proceed with the Business Combination.
Furthermore, in no event will we redeem our public shares in an amount that would cause our net tangible assets to be less than $5,000,001 (so that we are not subject to the SEC’s “penny stock” rules)
or any greater net tangible asset or cash requirement which may be contained in the agreement relating to our Business Combination. Consequently, if accepting all properly submitted redemption
requests would cause our net tangible assets to be less than $5,000,001 or such greater amount necessary to satisfy a closing condition as described above, we would not proceed with such redemption
and the related Business Combination and may instead search for an alternate Business Combination. Prospective targets will be aware of these risks and, thus, may be reluctant to enter into a Business
Combination transaction with us.
 
The ability of our public stockholders to exercise redemption rights with respect to a large number of our shares may not allow us to complete the most desirable Business Combination or
optimize our capital structure.
 
At the time we enter into an agreement for our Business Combination, we will not know how many stockholders may exercise their redemption rights, and therefore will need to structure the transaction
based on our expectations as to the number of shares that will be submitted for redemption. If our business combination agreement requires us to use a portion of the cash in the Trust Account to pay the
purchase price, or requires us to have a minimum amount of cash at closing, we will need to reserve a portion of the cash in the Trust Account to meet such requirements, or arrange for third party
financing. In addition, if a larger number of shares are submitted for redemption than we initially expected, we may need to restructure the transaction to reserve a greater portion of the cash in the Trust
Account or arrange for third party financing. Raising additional third party financing may involve dilutive equity issuances or the incurrence of indebtedness at higher than desirable levels. The above
considerations may limit our ability to complete the most desirable Business Combination available to us or optimize our capital structure. The amount of the deferred underwriting commissions
payable to the underwriters will not be adjusted for any shares that are redeemed in connection with a Business Combination. The per-share amount we will distribute to stockholders who properly
exercise their redemption rights will not be reduced by the deferred underwriting commission and after such redemptions, the per-share value of shares held by non-redeeming stockholders will reflect
our obligation to pay the deferred underwriting commissions.
 
The ability of our public stockholders to exercise redemption rights with respect to a large number of our shares could increase the probability that our Business Combination would be
unsuccessful and that you would have to wait for liquidation in order to redeem your stock.
 
If our Business Combination agreement requires us to use a portion of the cash in the Trust Account to pay the purchase price, or requires us to have a minimum amount of cash at closing, the
probability that our Business Combination would be unsuccessful is increased. If our Business Combination is unsuccessful, you would not receive your pro rata portion of the Trust Account until we
liquidate the Trust Account. If you are in need of immediate liquidity, you could attempt to sell your stock in the open market; however, at such time our stock may trade at a discount to the pro rata
amount per share in the Trust Account. In either situation, you may suffer a material loss on your investment or lose the benefit of funds expected in connection with our redemption until we liquidate or
you are able to sell your stock in the open market.
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The requirement that we complete our Business Combination within the prescribed time frame may give potential target businesses leverage over us in negotiating a Business Combination
and may decrease our ability to conduct due diligence on potential Business Combination targets as we approach our dissolution deadline, which could undermine our ability to complete our
Business Combination on terms that would produce value for our stockholders.
 
Any potential target business with which we enter into negotiations concerning a Business Combination will be aware that we must complete our Business Combination during the Combination Period.
Consequently, such target business may obtain leverage over us in negotiating a Business Combination, knowing that if we do not complete our Business Combination with that particular target
business, we may be unable to complete our Business Combination with any target business. This risk will increase as we get closer to the timeframe described above. In addition, we may have limited
time to conduct due diligence and may enter into our Business Combination on terms that we would have rejected upon a more comprehensive investigation.
 
We may not be able to complete our Business Combination within the prescribed time frame, in which case we would cease all operations except for the purpose of winding up and we would
redeem our public shares and liquidate, in which case our public stockholders may only receive $10.00 per share, or less than such amount in certain circumstances, and our warrants will
expire worthless.
 
Our sponsors, strategic investor, officers and directors have agreed that we must complete our Business Combination during the Combination Period. We may not be able to find a suitable target
business and complete our Business Combination within such time period. If we have not completed our Business Combination within such time period, we will: (i) cease all operations except for the
purpose of winding up, (ii) as promptly as reasonably possible but not more than ten business days thereafter, redeem the public shares, at a per-share price, payable in cash, equal to the aggregate
amount then on deposit in the Trust Account including interest earned on the funds held in the Trust Account and not previously released to us to pay our franchise and income taxes (less up to $75,000
of interest to pay dissolution expenses), divided by the number of then outstanding public shares, which redemption will completely extinguish public stockholders’ rights as stockholders (including the
right to receive further liquidating distributions, if any), subject to applicable law, and (iii) as promptly as reasonably possible following such redemption, subject to the approval of our remaining
stockholders and our board of directors, dissolve and liquidate, subject in each case to our obligations under Delaware law to provide for claims of creditors and the requirements of other applicable law.
In such case, our public stockholders may only receive $10.00 per share, and our warrants will expire worthless. In certain circumstances, our public stockholders may receive less than $10.00 per share
on the redemption of their shares. See “— If third parties bring claims against us, the proceeds held in the Trust Account could be reduced and the per-share redemption amount received by stockholders
may be less than $10.00 per share” and other risk factors below.
 
If we seek stockholder approval of our Business Combination, our sponsors, strategic investor, directors, officers, advisors and their affiliates may elect to purchase shares from public
stockholders, which may influence a vote on a proposed Business Combination and reduce the public “float” of our common stock.
 
If we seek stockholder approval of our Business Combination and we do not conduct redemptions in connection with our Business Combination pursuant to the tender offer rules, our sponsors, strategic
investor, directors, officers, advisors or their affiliates may purchase shares in privately negotiated transactions or in the open market either prior to or following the completion of our Business
Combination, although they are under no obligation to do so. Such a purchase may include a contractual acknowledgement that such stockholder, although still the record holder of our shares is no
longer the beneficial owner thereof and therefore agrees not to exercise its redemption rights. In the event that our sponsors, strategic investor, directors, officers, advisors or their affiliates purchase
shares in privately negotiated transactions from public stockholders who have already elected to exercise their redemption rights, such selling stockholders would be required to revoke their prior
elections to redeem their shares. The purpose of such purchases could be to vote such shares in favor of the Business Combination and thereby increase the likelihood of obtaining stockholder approval
of the Business Combination, or to satisfy a closing condition in an agreement with a target that requires us to have a minimum net worth or a certain amount of cash at the closing of our business
combination, where it appears that such requirement would otherwise not be met. This may result in the completion of our Business Combination that may not otherwise have been possible.
 
In addition, if such purchases are made, the public “float” of our common stock and the number of beneficial holders of our securities may be reduced, possibly making it difficult to obtain or maintain
the quotation, listing or trading of our securities on a national securities exchange.
 
If a stockholder fails to receive notice of our offer to redeem our public shares in connection with our Business Combination, or fails to comply with the procedures for tendering its shares,
such shares may not be redeemed.
 
We will comply with the tender offer rules or proxy rules, as applicable, when conducting redemptions in connection with our Business Combination. Despite our compliance with these rules, if a
stockholder fails to receive our tender offer or proxy materials, as applicable, such stockholder may not become aware of the opportunity to redeem its shares. In addition, the tender offer documents or
proxy materials, as applicable, that we will furnish to holders of our public shares in connection with our Business Combination will describe the various procedures that must be complied with in order
to validly tender or redeem public shares. For example, we may require our public stockholders seeking to exercise their redemption rights, whether they are record holders or hold their shares in “street
name,” to either tender their certificates to our transfer agent prior to the date set forth in the tender offer documents or proxy materials mailed to such holders, or up to two business days prior to the
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vote on the proposal to approve the Business Combination in the event we distribute proxy materials, or to deliver their shares to the transfer agent electronically. In the event that a stockholder fails to
comply with these or any other procedures, its shares may not be redeemed. See “Item 1. Business – Tendering Stock Certificates in Connection with a Tender Offer or Redemption Rights” for
additional information.
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You will not have any rights or interests in funds from the Trust Account, except under certain limited circumstances. To liquidate your investment, therefore, you may be forced to sell your
public shares or warrants, potentially at a loss.
 
Our public stockholders will be entitled to receive funds from the Trust Account only upon the earliest to occur of: (i) our completion of a Business Combination, (ii) the redemption of any public
shares properly tendered in connection with a stockholder vote to amend our amended and restated certificate of incorporation to modify the substance or timing of our obligation to redeem 100% of our
public shares if we do not complete our Business Combination during the Combination Period and (iii) the redemption of our public shares if we are unable to complete a Business Combination during
the Combination Period, subject to applicable law and as further described herein. In addition, if we are unable to complete a Business Combination during the Combination Period for any reason,
compliance with Delaware law may require that we submit a plan of dissolution to our then-existing stockholders for approval prior to the distribution of the proceeds held in our Trust Account. In that
case, public stockholders may be forced to wait beyond during the Combination Period before they receive funds from our Trust Account. In no other circumstances will a public stockholder have any
right or interest of any kind in the Trust Account. Accordingly, to liquidate your investment, you may be forced to sell your public shares or warrants, potentially at a loss.
 
Nasdaq may delist our securities from trading on its exchange, which could limit investors’ ability to make transactions in our securities and subject us to additional trading restrictions.
 
We cannot assure you that our securities will continue to be listed on Nasdaq in the future or prior to our Business Combination. In order to continue listing our securities on Nasdaq prior to our
Business Combination, we must maintain certain financial, distribution and stock price levels. Generally, we must maintain a minimum amount in stockholders’ equity (generally $2,500,000) and a
minimum number of holders of our securities (generally 300 round-lot holders). Additionally, in connection with our Business Combination, we will be required to demonstrate compliance with
Nasdaq’s initial listing requirements, which are more rigorous than Nasdaq’s continued listing requirements, in order to continue to maintain the listing of our securities on Nasdaq. For instance, our
stock price would generally be required to be at least $4.00 per share and our stockholders’ equity would generally be required to be at least $5.0 million. We cannot assure you that we will be able to
meet those initial listing requirements at that time.
 
If Nasdaq delists our securities from trading on its exchange and we are not able to list our securities on another national securities exchange, we expect our securities could be quoted on an over-the-
counter market. If this were to occur, we could face significant material adverse consequences, including:
 

● a limited availability of market quotations for our securities;
 

● reduced liquidity for our securities;
 

● a determination that our common stock is a “penny stock” which will require brokers trading in our common stock to adhere to more stringent rules and possibly result in a reduced level of
trading activity in the secondary trading market for our securities;

 
● a limited amount of news and analyst coverage; and

 
● a decreased ability to issue additional securities or obtain additional financing in the future.

 
The National Securities Markets Improvement Act of 1996, which is a federal statute, prevents or preempts the states from regulating the sale of certain securities, which are referred to as “covered
securities.” Our Units, Common Stock and Warrants are listed on Nasdaq and are covered securities. Although the states are preempted from regulating the sale of our securities, the federal statute does
allow the states to investigate companies if there is a suspicion of fraud, and, if there is a finding of fraudulent activity, then the states can regulate or bar the sale of covered securities in a particular
case. While we are not aware of a state having used these powers to prohibit or restrict the sale of securities issued by blank check companies, other than the State of Idaho, certain state securities
regulators view blank check companies unfavorably and might use these powers, or threaten to use these powers, to hinder the sale of securities of blank check companies in their states. Further, if we
were no longer listed on Nasdaq, our securities would not be covered securities and we would be subject to regulation in each state in which we offer our securities.
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You will not be entitled to protections normally afforded to investors of many other blank check companies.
 
Because we have net tangible assets in excess of $5,000,000 and timely filed a Current Report on Form 8-K after the IPO Closing Date, including an audited balance sheet demonstrating this fact, we
are exempt from rules promulgated by the SEC to protect stockholders in blank check companies, such as Rule 419. Accordingly, stockholders are not afforded the benefits or protections of those rules.
Among other things, this means our Units were immediately tradable at the IPO Closing Date and we will have a longer period of time to complete our Business Combination than do companies subject
to Rule 419. Moreover, if we were subject to Rule 419, that rule would prohibit the release of any interest earned on funds held in the Trust Account to us unless and until the funds in the Trust Account
were released to us in connection with our completion of a Business Combination.
 
If we seek stockholder approval of our Business Combination and we do not conduct redemptions pursuant to the tender offer rules, and if you or a “group” of stockholders are deemed to
hold in excess of 20% of our common stock, you will lose the ability to redeem all such shares in excess of 20% of our common stock.
 
If we seek stockholder approval of our Business Combination and we do not conduct redemptions in connection with our Business Combination pursuant to the tender offer rules, our amended and
restated certificate of incorporation provides that a public stockholder, together with any affiliate of such stockholder or any other person with whom such stockholder is acting in concert or as a “group”
(as defined under Section 13 of the Exchange Act), will be restricted from seeking redemption rights with respect to more than an aggregate of 20% of the public shares sold in the IPO, which we refer
to as the “Excess Shares.” However, this does not restrict our stockholders’ ability to vote all of their shares (including Excess Shares) for or against our Business Combination. The inability to redeem
the Excess Shares will reduce a stockholder’s influence over our ability to complete our Business Combination and could result in a stockholder suffering a material loss on investment if the stockholder
sells Excess Shares in open market transactions. Additionally, redemption distributions will not be made with respect to the Excess Shares if we complete our Business Combination. As a result, such
stockholder would continue to hold the Excess Shares and, in order to dispose of such shares, would be required to sell such stock in open market transactions, potentially at a loss.
 
Because of our limited resources and the significant competition for Business Combination opportunities, it may be more difficult for us to complete our Business Combination. If we are
unable to complete our Business Combination, our public stockholders may receive only approximately $10.00 per share on our redemption of our public shares, or less than such amount in
certain circumstances, and our warrants will expire worthless.
 
We expect to encounter intense competition from other entities having a business objective similar to ours, including private investors (which may be individuals or investment partnerships), other blank
check companies and other entities, domestic and international, competing for the types of businesses we intend to acquire. Many of these individuals and entities are well-established and have
extensive experience in identifying and effecting, directly or indirectly, acquisitions of companies operating in or providing services to various industries. Many of these competitors possess greater
technical, human and other resources or more local industry knowledge than we do and our financial resources will be relatively limited when contrasted with those of many of these competitors. While
we believe there are numerous target businesses we could potentially acquire with the net proceeds of the Initial Public Offering and the Concurrent Private Placement, our ability to compete with
respect to the acquisition of certain target businesses that are sizable will be limited by our available financial resources. This inherent competitive limitation gives others an advantage in pursuing the
acquisition of certain target businesses. Furthermore, because we are obligated to pay cash for the shares of common stock which our public stockholders redeem in connection with our Business
Combination, target companies will be aware that this may reduce the resources available to us for our Business Combination. This may place us at a competitive disadvantage in successfully
negotiating a Business Combination. If we are unable to complete our Business Combination, our public stockholders may receive only approximately $10.00 per share on the liquidation of our Trust
Account and our warrants will expire worthless. In certain circumstances, our public stockholders may receive less than $10.00 per share upon our liquidation. See “— If third parties bring claims
against us, the proceeds held in the Trust Account could be reduced and the per-share redemption amount received by stockholders may be less than $10.00 per share” and other risk factors below.
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If the net proceeds of our Initial Public Offering and Concurrent Private Placement not being held in the Trust Account are insufficient to allow us to operate during the Combination
Period, we may be unable to complete our Business Combination, in which case our public stockholders may only receive $10.00 per share, or less than such amount in certain
circumstances, and our warrants will expire worthless.
 
As of December 31, 2019, we have $1,061,151 available to us outside the Trust Account to fund our working capital requirements. The funds available to us outside of the Trust Account may not be
sufficient to allow us to operate during the Combination Period assuming that our Business Combination is not completed during that time. Of the funds available to us, we could use a portion of the
funds available to us to pay fees to consultants to assist us with our search for a target business. We could also use a portion of the funds as a down payment or to fund a “no-shop” provision (a provision
in letters of intent designed to keep target businesses from “shopping” around for transactions with other companies on terms more favorable to such target businesses) with respect to a particular
proposed Business Combination, although we do not have any current intention to do so. If we entered into a letter of intent where we paid for the right to receive exclusivity from a target business and
were subsequently required to forfeit such funds (whether as a result of our breach or otherwise), we might not have sufficient funds to continue searching for, or conduct due diligence with respect to, a
target business. If we are unable to complete our Business Combination, our public stockholders may receive only approximately $10.00 per share on the liquidation of our Trust Account and our
warrants will expire worthless. In certain circumstances, our public stockholders may receive less than $10.00 per share upon our liquidation. See “— If third parties bring claims against us, the
proceeds held in the Trust Account could be reduced and the per-share redemption amount received by stockholders may be less than $10.00 per share” and other risk factors below.
 
If the net proceeds of the Initial Public Offering and the Concurrent Private Placement not being held in the Trust Account are insufficient, it could limit the amount available to fund our
search for a target business or businesses and complete our Business Combination and we may be required to depend on the availability of loans from our sponsors, management team or
strategic investor to fund our search for a Business Combination, to pay our franchise and income taxes and to complete our Business Combination. If we are unable to obtain these loans,
we may be unable to complete our Business Combination.
 
If the funds available to us outside the Trust Account are not sufficient to fund our working capital requirements, we may be required to borrow funds from our sponsors, management team, strategic
investor or other third parties to operate or may be forced to liquidate. Other than working capital loans of $1,000,000 which were received in January 2020, none of our sponsors or strategic investor,
members of our management team or any of their affiliates is under any obligation to advance funds to us in such circumstances. Any such loans and advances would be repaid only from funds held
outside the Trust Account or from funds released to us upon completion of our Business Combination. We do not expect to seek loans from parties other than our sponsors or strategic investor or an
affiliate of our sponsors or strategic investor as we do not believe third parties will be willing to loan such funds and provide a waiver against any and all rights to seek access to funds in our Trust
Account. If we are unable to obtain these loans, we may be unable to complete our Business Combination. If we are unable to complete our Business Combination because we do not have sufficient
funds available to us, we will be forced to cease operations and liquidate the Trust Account. Consequently, our public stockholders may only receive approximately $10.35 per share (as of December 31,
2019) on our redemption of our public shares, and our warrants will expire worthless. In certain circumstances, our public stockholders may receive less than $10.35 per share (as of December 31,
2019) on the redemption of their shares. See “— If third parties bring claims against us, the proceeds held in the Trust Account could be reduced and the per-share redemption amount received by
stockholders may be less than $10.35 per share” and other risk factors below.
 
Subsequent to the completion of our Business Combination, we may be required to take write-downs or write-offs, restructuring and impairment or other charges that could have a
significant negative effect on our financial condition, results of operations and our stock price, which could cause you to lose some or all of your investment.
 
Even if we conduct extensive due diligence on a target business with which we combine, we cannot assure you that this diligence will surface all material issues that may be present inside a particular
target business, that it would be possible to uncover all material issues through a customary amount of due diligence, or that factors outside of the target business and outside of our control will not later
arise. As a result of these factors, we may be forced to later write-down or write-off assets, restructure our operations, or incur impairment or other charges that could result in our reporting losses. Even
if our due diligence successfully identifies certain risks, unexpected risks may arise and previously known risks may materialize in a manner not consistent with our preliminary risk analysis. Even
though these charges may be non-cash items and would not have an immediate impact on our liquidity, the fact that we report charges of this nature could contribute to negative market perceptions
about us or our securities. In addition, charges of this nature may cause us to violate net worth or other covenants to which we may be subject as a result of assuming pre-existing debt held by a target
business or by virtue of our obtaining post-combination debt financing. Accordingly, any stockholders who choose to remain stockholders following the Business Combination could suffer a reduction
in the value of their shares. Such stockholders are unlikely to have a remedy for such reduction in value.
 
If third parties bring claims against us, the proceeds held in the Trust Account could be reduced and the per-share redemption amount received by stockholders may be less than $10.35 per
share (as of December 31, 2019).
 
Our placing of funds in the Trust Account may not protect those funds from third-party claims against us. Although we will seek to have all vendors, service providers (other than our independent
auditors), prospective target businesses or other entities with which we do business execute agreements with us waiving any right, title, interest or claim of any kind in or to any monies held in the Trust
Account for the benefit of our public stockholders, such parties may not execute such agreements, or even if they execute such agreements they may not be prevented from bringing claims against the
Trust Account, including, but not limited to, fraudulent inducement, breach of fiduciary responsibility or other similar claims, as well as claims challenging the enforceability of the waiver, in each case
in order to gain advantage with respect to a claim against our assets, including the funds held in the Trust Account. If any third party refuses to execute an agreement waiving such claims to the monies
held in the Trust Account, our management will perform an analysis of the alternatives available to it and will only enter into an agreement with a third party that has not executed a waiver if
management believes that such third party’s engagement would be significantly more beneficial to us than any alternative.
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Examples of possible instances where we may engage a third party that refuses to execute a waiver include the engagement of a third party consultant whose particular expertise or skills are believed by
management to be significantly superior to those of other consultants that would agree to execute a waiver or in cases where management is unable to find a service provider willing to execute a waiver.
In addition, there is no guarantee that such entities will agree to waive any claims they may have in the future as a result of, or arising out of, any negotiations, contracts or agreements with us and will
not seek recourse against the Trust Account for any reason. Upon redemption of our public shares, if we are unable to complete our Business Combination within the prescribed timeframe, or upon the
exercise of a redemption right in connection with our Business Combination, we will be required to provide for payment of claims of creditors that were not waived that may be brought against us
within the 10 years following redemption. Accordingly, the per-share redemption amount received by public stockholders could be less than the $10.35 per share (as of December 31, 2019), due to
claims of such creditors. Each sponsor has agreed that it will be liable to us, jointly and severally, if and to the extent any claims by a vendor (other than our independent public accountants) for services
rendered or products sold to us, or a prospective target business with which we have discussed entering into a transaction agreement, reduce the amount of funds in the Trust Account to below (i) $10.00
per public share or (ii) such lesser amount per public share held in the Trust Account as of the date of the liquidation of the Trust Account due to reductions in the value of the trust assets, in each case
net, of the interest which may be withdrawn to pay our franchise and income tax obligations. This liability will not apply with respect to any claims by a third party who executed a waiver of any and all
rights to seek access to the Trust Account and except as to any claims under our indemnity of the underwriters of our Initial Public Offering against certain liabilities, including liabilities under the
Securities Act. Moreover, in the event that an executed waiver is deemed to be unenforceable against a third party, then our sponsors will not be responsible to the extent of any liability for such third
party claims. We have not independently verified whether each sponsor has sufficient funds to satisfy its indemnity obligations and believe that our sponsors’ only substantive assets are securities of our
company. We have not asked our sponsors to reserve for such indemnification obligations. Therefore, we cannot assure you that our sponsors would be able to satisfy those obligations. As a result, if
any such claims were successfully made against the Trust Account, the funds available for our Business Combination and redemptions could be reduced to less than $10.35 per public share (as of
December 31, 2019). In such event, we may not be able to complete our Business Combination, and you would receive such lesser amount per share in connection with any redemption of your public
shares. None of our officers or directors will indemnify us for claims by third parties including, without limitation, claims by vendors and prospective target businesses.
 

Our directors may decide not to enforce the indemnification obligations of our sponsors, resulting in a reduction in the amount of funds in the Trust Account available for distribution to our
public stockholders.
 

In the event that the proceeds in the Trust Account are reduced below the lesser of (i) $10.00 per public share or (ii) such lesser amount per share held in the Trust Account as of the date of the
liquidation of the Trust Account due to reductions in the value of the trust assets, in each case net of the interest which may be withdrawn to pay our franchise and income tax obligations, and each
sponsor asserts that it is unable to satisfy its obligations or that it has no indemnification obligations related to a particular claim, our independent directors would determine whether to take legal action
against our sponsors to enforce their indemnification obligations.
 

While we currently expect that our independent directors would take legal action on our behalf against our sponsors to enforce their indemnification obligations to us, it is possible that our independent
directors in exercising their business judgment may choose not to do so if, for example, the cost of such legal action is deemed by the independent directors to be too high relative to the amount
recoverable or if the independent directors determine that a favorable outcome is not likely. If our independent directors choose not to enforce these indemnification obligations, the amount of funds in
the Trust Account available for distribution to our public stockholders may be reduced below $10.00 per share.
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If, after we distribute the proceeds in the Trust Account to our public stockholders, we file a bankruptcy petition or an involuntary bankruptcy petition is filed against us that is not
dismissed, a bankruptcy court may seek to recover such proceeds, and we and our board may be exposed to claims of punitive damages.
 

If, after we distribute the proceeds in the Trust Account to our public stockholders, we file a bankruptcy petition or an involuntary bankruptcy petition is filed against us that is not dismissed, any
distributions received by stockholders could be viewed under applicable debtor/creditor and/or bankruptcy laws as either a “preferential transfer” or a “fraudulent conveyance.” As a result, a bankruptcy
court could seek to recover all amounts received by our stockholders. In addition, our board of directors may be viewed as having breached its fiduciary duty to our creditors and/or having acted in bad
faith, thereby exposing itself and us to claims of punitive damages, by paying public stockholders from the Trust Account prior to addressing the claims of creditors.
 

If, before distributing the proceeds in the Trust Account to our public stockholders, we file a bankruptcy petition or an involuntary bankruptcy petition is filed against us that is not
dismissed, the claims of creditors in such proceeding may have priority over the claims of our stockholders and the per-share amount that would otherwise be received by our stockholders in
connection with our liquidation may be reduced.
 

If, before distributing the proceeds in the Trust Account to our public stockholders, we file a bankruptcy petition or an involuntary bankruptcy petition is filed against us that is not dismissed, the
proceeds held in the Trust Account could be subject to applicable bankruptcy law, and may be included in our bankruptcy estate and subject to the claims of third parties with priority over the claims of
our stockholders. To the extent any bankruptcy claims deplete the Trust Account, the per-share amount that would otherwise be received by our stockholders in connection with our liquidation may be
reduced.
 

If we are deemed to be an investment company under the Investment Company Act, we may be required to institute burdensome compliance requirements and our activities may be
restricted, which may make it difficult for us to complete our business combination.
 

If we are deemed to be an investment company under the Investment Company Act, our activities may be restricted, including:
 

● restrictions on the nature of our investments; and
 

● restrictions on the issuance of securities, each of which may make it difficult for us to complete our Business Combination.
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In addition, we may have imposed upon us burdensome requirements, including:
 

● registration as an investment company;
 

● adoption of a specific form of corporate structure; and
 

● reporting, record keeping, voting, proxy and disclosure requirements and other rules and regulations.
 

In order not to be regulated as an investment company under the Investment Company Act, unless we can qualify for an exclusion, we must ensure that we are engaged primarily in a business other than
investing, reinvesting or trading in securities and that our activities do not include investing, reinvesting, owning, holding or trading “investment securities” constituting more than 40% of our total
assets (exclusive of U.S. government securities and cash items) on an unconsolidated basis. Our business will be to identify and complete a Business Combination and thereafter to operate the post-
transaction business or assets for the long term. We do not plan to buy businesses or assets with a view to resale or profit from their resale. We do not plan to buy unrelated businesses or assets or to be a
passive investor.
 

We do not believe that our anticipated principal activities will subject us to the Investment Company Act. To this end, the proceeds held in the Trust Account may only be invested in United States
“government securities” within the meaning of Section 2(a) (16) of the Investment Company Act having a maturity of 180 days or less or in money market funds meeting certain conditions under Rule
2a-7 promulgated under the Investment Company Act which invest only in direct U.S. government treasury obligations. Pursuant to the trust agreement, the trustee is not permitted to invest in other
securities or assets. By restricting the investment of the proceeds to these instruments, and by having a business plan targeted at acquiring and growing businesses for the long term (rather than on
buying and selling businesses in the manner of a merchant bank or private equity fund), we intend to avoid being deemed an “investment company” within the meaning of the Investment Company Act.
The Trust Account is intended as a holding place for funds pending the earliest to occur of: (i) the completion of our primary business objective, which is a Business Combination; (ii) the redemption of
any public shares properly tendered in connection with a stockholder vote to amend our amended and restated certificate of incorporation to modify the substance or timing of our obligation to redeem
100% of our public shares if we do not complete our Business Combination during the Combination Period; or (iii) absent a Business Combination, our return of the funds held in the Trust Account to
our public stockholders as part of our redemption of the public shares. If we do not invest the proceeds as discussed above, we may be deemed to be subject to the Investment Company Act. If we were
deemed to be subject to the Investment Company Act, compliance with these additional regulatory burdens would require additional expenses for which we have not allotted funds and may hinder our
ability to complete a Business Combination. If we are unable to complete our Business Combination, our public stockholders may receive only approximately $10.00 per share on the liquidation of our
Trust Account and our warrants will expire worthless.
 

Changes in laws or regulations, or a failure to comply with any laws and regulations, may adversely affect our business, investments and results of operations.
 

We are subject to laws, regulations and rules enacted by national, regional and local governments and Nasdaq. In particular, we will be required to comply with certain SEC and other legal requirements
or regulations. Compliance with, and monitoring of, applicable laws and regulations may be difficult, time consuming and costly. Those laws and regulations and their interpretation and application may
also change from time to time and those changes could have a material adverse effect on our business, investments and results of operations. In addition, a failure to comply with applicable laws or
regulations, as interpreted and applied, could have a material adverse effect on our business and results of operations.
 

Our stockholders may be held liable for claims by third parties against us to the extent of distributions received by them upon redemption of their shares.
 

Under the DGCL, stockholders may be held liable for claims by third parties against a corporation to the extent of distributions received by them in a dissolution. The pro rata portion of our Trust
Account distributed to our public stockholders upon the redemption of our public shares in the event we do not complete our Business Combination during the Combination Period may be considered a
liquidating distribution under Delaware law. If a corporation complies with certain procedures set forth in Section 280 of the DGCL intended to ensure that it makes reasonable provision for all claims
against it, including a 60-day notice period during which any third-party claims can be brought against the corporation, a 90-day period during which the corporation may reject any claims brought, and
an additional 150-day waiting period before any liquidating distributions are made to stockholders, any liability of stockholders with respect to a liquidating distribution is limited to the lesser of such
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stockholder’s pro rata share of the claim or the amount distributed to the stockholder, and any liability of the stockholder would be barred after the third anniversary of the dissolution. However, it is our
intention to redeem our public shares as soon as reasonably possible following during the Combination Period in the event we do not complete our Business Combination and, therefore, we do not
intend to comply with the foregoing procedures.
 

Because we will not be complying with Section 280, Section 281(b) of the DGCL requires us to adopt a plan, based on facts known to us at such time that will provide for our payment of all existing
and pending claims or claims that may be potentially brought against us within the 10 years following our dissolution. However, because we are a blank check company, rather than an operating
company, and our operations will be limited to searching for prospective target businesses to acquire, the only likely claims to arise would be from our vendors (such as lawyers, investment bankers,
etc.) or prospective target businesses. If our plan of distribution complies with Section 281(b) of the DGCL, any liability of stockholders with respect to a liquidating distribution is limited to the lesser
of such stockholder’s pro rata share of the claim or the amount distributed to the stockholder, and any liability of the stockholder would likely be barred after the third anniversary of the dissolution. We
cannot assure you that we will properly assess all claims that may be potentially brought against us. Further, stockholders will not know at the time of dissolution the scope of potential claims against us.
As such, our stockholders could potentially be liable for any claims to the extent of distributions received by them (but no more) and any liability of our stockholders may extend beyond the third
anniversary of such date. Furthermore, if the pro rata portion of our Trust Account distributed to our public stockholders upon the redemption of our public shares in the event we do not complete our
Business Combination during the Combination Period is not considered a liquidating distribution under Delaware law and such redemption distribution is deemed to be unlawful, then pursuant to
Section 174 of the DGCL, the statute of limitations for claims of creditors could then be six years after the unlawful redemption distribution, instead of three years, as in the case of a liquidating
distribution.
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We are not registering the shares of common stock issuable upon exercise of the warrants under the Securities Act or any state securities laws at this time, and such registration may not be
in place when an investor desires to exercise warrants, thus precluding such investor from being able to exercise its warrants except on a cashless basis and potentially causing such warrants
to expire worthless.
 
We are not registering the shares of common stock issuable upon exercise of the warrants under the Securities Act or any state securities laws at this time. However, under the terms of the warrant
agreement, we have agreed to use our best efforts to file a registration statement under the Securities Act covering such shares and maintain a current prospectus relating to the common stock issuable
upon exercise of the warrants, until the expiration of the warrants in accordance with the provisions of the warrant agreement. We cannot assure you that we will be able to do so if, for example, any
facts or events arise which represent a fundamental change in the information set forth in the registration statement or prospectus, the financial statements contained or incorporated by reference therein
are not current or correct or the SEC issues a stop order. If the shares issuable upon exercise of the warrants are not registered under the Securities Act, we will be required to permit holders to exercise
their warrants on a cashless basis. However, no warrant will be exercisable for cash or on a cashless basis, and we will not be obligated to issue any shares to holders seeking to exercise their warrants,
unless the issuance of the shares upon such exercise is registered or qualified under the securities laws of the state of the exercising holder, or an exemption from registration is available.
Notwithstanding the above, if our common stock is at the time of any exercise of a warrant not listed on a national securities exchange such that it satisfies the definition of a “covered security” under
Section 18(b)(1) of the Securities Act, we may, at our option, require holders of public warrants who exercise their warrants to do so on a “cashless basis” in accordance with Section 3(a)(9) of the
Securities Act and, in the event we so elect, we will not be required to file or maintain in effect a registration statement, but we will be required to use our best efforts to register or qualify the shares
under applicable blue sky laws to the extent an exemption is not available. In no event will we be required to net cash settle any warrant, or issue securities or other compensation in exchange for the
warrants in the event that we are unable to register or qualify the shares underlying the warrants under applicable state securities laws and there is no exemption available. If the issuance of the shares
upon exercise of the warrants is not so registered or qualified or exempt from registration or qualification, the holder of such warrant shall not be entitled to exercise such warrant and such warrant may
have no value and expire worthless. In such event, holders who acquired their warrants as part of a purchase of units will have paid the full unit purchase price solely for the shares of common stock
included in the units. If and when the warrants become redeemable by us, we may exercise our redemption right even if we are unable to register or qualify the underlying shares of common stock for
sale under all applicable state securities laws.
 
The grant of registration rights to our initial stockholders may make it more difficult to complete our Business Combination, and the future exercise of such rights may adversely affect the
market price of our common stock.
 
Pursuant to an agreement entered into on the IPO Closing Date, our initial stockholders and our strategic investor and their permitted transferees can demand that we register their founder shares, the
shares issuable pursuant to the contingent forward purchase contract, the shares of common stock issuable upon exercise of the warrants pursuant to the contingent forward purchase contract, the private
placement warrants and the shares of common stock issuable upon exercise of the private placement warrants held by them and holders of warrants that may be issued upon conversion of working
capital loans may demand that we register such warrants or the common stock issuable upon exercise of such warrants. In addition, given that the lock-up period on the founder shares is potentially
shorter than most other blank check companies, these shares may become registered and available for sale sooner than founder shares in such other companies. We will bear the cost of registering these
securities. The registration and availability of such a significant number of securities for trading in the public market may have an adverse effect on the market price of our common stock. In addition,
the existence of the registration rights may make our Business Combination more costly or difficult to conclude. This is because the stockholders of the target business may increase the equity stake
they seek in the combined entity or ask for more cash consideration to offset the negative impact on the market price of our common stock that is expected when the securities owned by our initial
stockholders or holders of working capital loans or their respective permitted transferees are registered.
 
While we may seek to complete a Business Combination with an operating company in the leisure sector or a leisure-related business, we are not limited to a particular industry, sector or
any specific target businesses with which to pursue our Business Combination, and consequently you will be unable to ascertain the merits or risks of any particular target business’
operations.
 
While we are considering a Business Combination with an operating company in the leisure sector or a leisure-related business, we may seek to complete a Business Combination with an operating
company in any industry or sector. However, we will not, under our amended and restated certificate of incorporation, be permitted to effectuate our Business Combination with another blank check
company or similar company with nominal operations, and we will not seek a company in any business which is directly competitive with any business conducted by Inspired because of the non-
competition agreements entered into by Mr. Weil and Mr. Silvers. Because we have not yet identified or approached any specific target business with respect to a Business Combination, there is no basis
to evaluate the possible merits or risks of any particular target business’s operations, results of operations, cash flows, liquidity, financial condition or prospects. To the extent we complete our Business
Combination, we may be affected by numerous risks inherent in the business operations with which we combine. For example, if we combine with a financially unstable business or an entity lacking an
established record of revenues or earnings, we may be affected by the risks inherent in the business and operations of a financially unstable or a development stage entity. Although our officers and
directors will endeavor to evaluate the risks inherent in a particular target business, we cannot assure you that we will properly ascertain or assess all of the significant risk factors or that we will have
adequate time to complete due diligence. Furthermore, some of these risks may be outside of our control and leave us with no ability to control or reduce the chances that those risks will adversely
impact a target business. We also cannot assure you that an investment in our units will ultimately prove to be more favorable to investors than a direct investment, if such opportunity were available, in
a Business Combination target. Accordingly, any stockholders who choose to remain stockholders following the Business Combination could suffer a reduction in the value of their shares. Such
stockholders are unlikely to have a remedy for such reduction in value.
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Because we intend to seek a Business Combination with a target business in the leisure sector or a leisure-related business, we expect our future operations to be subject to risks associated
with this industry.
 
Businesses in the leisure sector or leisure-related businesses are generally subject to greater governmental regulation than most other industries at the U.S. state and federal levels, and internationally. In
particular, we would be subject to extensive regulations if we seek a Business Combination with a gaming-related company.
 
In certain jurisdictions, forms of wagering, betting and lottery may be expressly authorized and governed by law and in other jurisdictions forms of wagering, betting and lottery may be expressly
prohibited by law. If expressly authorized, such activities are typically subject to extensive and evolving governmental regulation. Gaming regulatory requirements vary from jurisdiction to jurisdiction.
Therefore, we would be subject to a wide range of complex gaming laws, rules and regulations in the jurisdictions in which we would be licensed or may seek to be licensed. Most jurisdictions require
that gaming companies be licensed and/or authorized, or that key personnel and certain of our security holders are found to be suitable or are licensed, and that products are reviewed, tested and certified
or approved before placement. If a license, approval, certification or finding of suitability is required by a regulatory or national authority and we fail to seek or do not receive the necessary approval,
license, certification or finding of suitability, then we may be prohibited from distributing our products for use in the respective jurisdiction. Additionally, such prohibition could trigger reviews by
regulatory bodies in other jurisdictions.
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If we seek to acquire a gaming company, we or our acquired business may be required to obtain and maintain licenses from various state and local jurisdictions in order to operate certain aspects of the
business and may be subject to extensive background investigations and suitability standards. We may also become subject to regulation in any other jurisdiction where our customers are permitted to
operate in the future. There can be no assurance that we will be able to obtain new licenses or renew any of our existing licenses, and the loss, denial or non-renewal of any of our licenses could have a
material adverse effect on our business. Generally, regulatory authorities have broad discretion when granting, renewing or revoking approvals and licenses. Our failure, or the failure of any of our key
personnel, systems or machines, in obtaining or retaining a required license or approval in one jurisdiction could negatively impact our ability (or the ability of any of our key personnel, systems or
gaming machines) to obtain or retain required licenses and approvals in other jurisdictions. The failure to obtain or retain a required license or approval in any jurisdiction would decrease the geographic
area where we may operate and generate revenues, decrease our share in the gaming marketplace and put us at a disadvantage compared with our competitors.
 
In addition, given the extensive regulations concerning the gaming industry, a Business Combination in this industry may require significant governmental or regulatory approvals that could delay the
consummation of our Business Combination. In such case, we may be unable to complete a Business Combination in the expected timeframe and may require one or more extensions to complete such
Business Combination.
 
We may seek acquisition opportunities in industries or sectors which may or may not be outside of our management’s areas of expertise.
 
We will consider a Business Combination outside of our management’s areas of expertise if a Business Combination candidate is presented to us and we determine that such candidate offers an
attractive acquisition opportunity for our company. Although our management will endeavor to evaluate the risks inherent in any particular Business Combination candidate, we cannot assure you that
we will adequately ascertain or assess all of the significant risk factors. We also cannot assure you that an investment in our securities will not ultimately prove to be less favorable to investors than a
direct investment, if an opportunity were available, in a Business Combination candidate. In the event we elect to pursue an acquisition outside of the areas of our management’s expertise, our
management’s expertise may not be directly applicable to its evaluation or operation, and the information contained in this Annual Report on Form 10-K regarding the areas of our management’s
expertise would not be relevant to an understanding of the business that we elect to acquire. As a result, our management may not be able to adequately ascertain or assess all of the significant risk
factors. Accordingly, any stockholders who choose to remain stockholders following our Business Combination could suffer a reduction in the value of their shares. Such stockholders are unlikely to
have a remedy for such reduction in value.
 
Although we have identified general criteria and guidelines that we believe are important in evaluating prospective target businesses, we may enter into our Business Combination with a
target that does not meet such criteria and guidelines, and as a result, the target business with which we enter into our Business Combination may not have attributes entirely consistent with
our general criteria and guidelines.
 
Although we have identified general criteria and guidelines for evaluating prospective target businesses, it is possible that a target business with which we enter into our Business Combination will not
have all of these positive attributes. If we complete our Business Combination with a target that does not meet some or all of these guidelines, such combination may not be as successful as a
combination with a business that does meet all of our general criteria and guidelines. In addition, if we announce a prospective Business Combination with a target that does not meet our general criteria
and guidelines, a greater number of stockholders may exercise their redemption rights, which may make it difficult for us to meet any closing condition with a target business that requires us to have a
minimum net worth or a certain amount of cash. In addition, if stockholder approval of the transaction is required by law, or we decide to obtain stockholder approval for business or other legal reasons,
it may be more difficult for us to attain stockholder approval of our Business Combination if the target business does not meet our general criteria and guidelines. If we are unable to complete our
Business Combination, our public stockholders may receive only approximately $10.00 per share on the liquidation of our Trust Account and our warrants will expire worthless.
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We may seek acquisition opportunities with a financially unstable business or an entity lacking an established record of revenue or earnings, which could subject us to volatile revenues or
earnings or difficulty in retaining key personnel.
 
To the extent we complete our Business Combination with a financially unstable business or an entity lacking an established record of revenues or earnings, we may be affected by numerous risks
inherent in the operations of the business with which we combine. These risks include volatile revenues or earnings and difficulties in obtaining and retaining key personnel. Although our officers and
directors will endeavor to evaluate the risks inherent in a particular target business, we may not be able to properly ascertain or assess all of the significant risk factors and we may not have adequate
time to complete due diligence. Furthermore, some of these risks may be outside of our control and leave us with no ability to control or reduce the chances that those risks will adversely impact a target
business.
 
We are not required to obtain an opinion from an independent investment banking firm or from an independent accounting firm, and consequently, you may have no assurance from an
independent source that the price we are paying for the business is fair to our company from a financial point of view.
 
Unless we complete our Business Combination with an affiliated entity or our board cannot independently determine the fair market value of the target business or businesses, we are not required to
obtain an opinion from an independent investment banking firm that is a member of FINRA or from an independent accounting firm that the price we are paying is fair to our company from a financial
point of view. If no opinion is obtained, our stockholders will be relying on the judgment of our board of directors, who will determine fair market value based on standards generally accepted by the
financial community. Such standards used will be disclosed in our tender offer documents or proxy solicitation materials, as applicable, related to our Business Combination.
 
We may issue additional common or preferred shares to complete our Business Combination or under an employee incentive plan after completion of our Business Combination, any one of
which would dilute the interest of our stockholders and likely present other risks.
 
Our amended and restated certificate of incorporation authorizes the issuance of up to 100,000,000 shares of common stock, par value $0.0001 per share, and 1,000,000 shares of preferred stock, par
value $0.0001 per share. As of December 31, 2019, there were 49,923,749 authorized but unissued shares of common stock available for issuance, which amount takes into account shares reserved for
issuance upon exercise of outstanding warrants. As of December 31, 2019, there were no shares of preferred stock issued and outstanding. These amounts assume the issuance of 6,250,000 units
issuable pursuant to our strategic investor’s contingent forward purchase contract.
 
We may issue a substantial number of additional shares of common or preferred stock to complete our Business Combination or under an employee incentive plan after completion of our Business
Combination. However, our amended and restated certificate of incorporation provides, among other things, that prior to our Business Combination, we may not issue additional shares of capital stock
that would entitle the holders thereof to receive funds from the Trust Account or vote on any Business Combination. The issuance of additional shares of common or preferred stock:
 

● may significantly dilute the equity interest of existing stockholders;
 

● may subordinate the rights of holders of common stock if preferred stock is issued with rights senior to those afforded our common stock;
 

● could cause a change in control if a substantial number of shares of common stock is issued, which may affect, among other things, our ability to use our net operating loss carry forwards, if
any, and could result in the resignation or removal of our present officers and directors; and

 
● may adversely affect prevailing market prices for our units, common stock and/or warrants.

 
Resources could be wasted in researching acquisitions that are not completed, which could materially adversely affect subsequent attempts to locate and acquire or merge with another
business. If we are unable to complete our Business Combination, our public stockholders may receive only approximately $10.00 per share, or less than such amount in certain
circumstances, on the liquidation of our Trust Account and our warrants will expire worthless.
 
We anticipate that the investigation of each specific target business and the negotiation, drafting and execution of relevant agreements, disclosure documents and other instruments will require
substantial management time and attention and substantial costs for accountants, attorneys and others. If we decide not to complete a specific Business Combination, the costs incurred up to that point
for the proposed transaction likely would not be recoverable. Furthermore, if we reach an agreement relating to a specific target business, we may fail to complete our Business Combination for any
number of reasons including those beyond our control. Any such event will result in a loss to us of the related costs incurred which could materially adversely affect subsequent attempts to locate and
acquire or merge with another business. If we are unable to complete our Business Combination, our public stockholders may receive only approximately $10.00 per share on the liquidation of our Trust
Account and our warrants will expire worthless.
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We are dependent upon our executive officers and directors and their departure could adversely affect our ability to operate.
 
Our operations are dependent upon a relatively small group of individuals and, in particular, our executive officers and directors. We believe that our success depends on the continued service of our
executive officers and directors, at least until we have completed our Business Combination. In addition, our executive officers and directors are not required to commit any specified amount of time to
our affairs and, accordingly, will have conflicts of interest in allocating management time among various business activities, including identifying potential Business Combinations and monitoring the
related due diligence. We do not have an employment agreement with, or key man insurance on the life of, any of our directors or executive officers. The unexpected loss of the services of one or more
of our directors or executive officers could have a detrimental effect on us.
 
Our ability to successfully effect our Business Combination and to be successful thereafter will be totally dependent upon the efforts of our key personnel, some of whom may join us
following our Business Combination. The loss of key personnel could negatively impact the operations and profitability of our post-combination business.
 
Our ability to successfully effect our Business Combination is dependent upon the efforts of our key personnel. The role of our key personnel in the target business, however, cannot presently be
ascertained. Although some of our key personnel may remain with the target business in senior management or advisory positions following our Business Combination, it is likely that some or all of the
management of the target business will remain in place. While we intend to closely scrutinize any individuals we engage after our Business Combination, we cannot assure you that our assessment of
these individuals will prove to be correct. These individuals may be unfamiliar with the requirements of operating a company regulated by the SEC, which could cause us to have to expend time and
resources helping them become familiar with such requirements.
 
In addition, the officers and directors of an acquisition candidate may resign upon completion of our Business Combination. The departure of a Business Combination target’s key personnel could
negatively impact the operations and profitability of our post-combination business. The role of an acquisition candidate’s key personnel upon the completion of our Business Combination cannot be
ascertained at this time. Although we contemplate that certain members of an acquisition candidate’s management team will remain associated with the acquisition candidate following our Business
Combination, it is possible that members of the management of an acquisition candidate will not wish to remain in place. The loss of key personnel could negatively impact the operations and
profitability of our post-combination business.
 
Past performance by our management team may not be indicative of future performance of an investment in our company.
 
Information regarding performance by, or businesses associated with, our management team, including Mr. Weil and Mr. Silvers is presented for informational purposes only. Past performance by our
management team, including with respect to Mr. Weil’s involvement with two successor entities of blank check companies, is not a guarantee either (i) that we will be able to locate a suitable candidate
for our Business Combination or (ii) of success with respect to any Business Combination we may consummate. You should not rely on the historical record of our management team’s performance as
indicative of future performance.
 
Our key personnel may negotiate employment or consulting agreements with a target business in connection with a particular Business Combination. These agreements may provide for
them to receive compensation following our Business Combination and as a result, may cause them to have conflicts of interest in determining whether a particular Business Combination is
the most advantageous.
 
Our key personnel may be able to remain with the company after the completion of our Business Combination only if they are able to negotiate employment or consulting agreements in connection with
the Business Combination. Such negotiations would take place simultaneously with the negotiation of the Business Combination and could provide for such individuals to receive compensation in the
form of cash payments and/or our securities for services they would render to us after the completion of the Business Combination. The personal and financial interests of such individuals may
influence their motivation in identifying and selecting a target business. However, we believe the ability of such individuals to remain with us after the completion of our Business Combination will not
be the determining factor in our decision as to whether or not we will proceed with any potential Business Combination. There is no certainty, however, that any of our key personnel will remain with us
after the completion of our Business Combination. We cannot assure you that any of our key personnel will remain in senior management or advisory positions with us. Should one or more members of
the management team seek to enter into an employment contract with a target, we would refer such matter of employment to a committee of disinterested directors of our board of directors for
consideration. The determination as to whether any of our key personnel will remain with us will be made at the time of our Business Combination.
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We may have a limited ability to assess the management of a prospective target business and, as a result, may affect our Business Combination with a target business whose management
may not have the skills, qualifications or abilities to manage a public company, which could, in turn, negatively impact the value of our stockholders’ investment in us.
 
When evaluating the desirability of effecting our Business Combination with a prospective target business, our ability to assess the target business’s management may be limited due to a lack of time,
resources or information. Our assessment of the capabilities of the target’s management, therefore, may prove to be incorrect and such management may lack the skills, qualifications or abilities we
suspected. Should the target’s management not possess the skills, qualifications or abilities necessary to manage a public company, the operations and profitability of the post-combination business may
be negatively impacted. Accordingly, any stockholders who choose to remain stockholders following the Business Combination could suffer a reduction in the value of their shares. Such stockholders
are unlikely to have a remedy for such reduction in value.
 
Our officers and directors will allocate their time to other businesses thereby causing conflicts of interest in their determination as to how much time to devote to our affairs. This conflict of
interest could have a negative impact on our ability to complete our Business Combination.
 
Our officers and directors are not required to, and will not, commit their full time to our affairs, which may result in a conflict of interest in allocating their time between our operations and our search
for a Business Combination and their other businesses. We do not intend to have any full-time employees prior to the completion of our Business Combination. Each of our officers is engaged in several
other business endeavors for which he may be entitled to substantial compensation and our officers are not obligated to contribute any specific number of hours per week to our affairs. Our independent
directors may also serve as officers or board members for other entities. If our officers’ and directors’ other business affairs require them to devote substantial amounts of time to such affairs in excess
of their current commitment levels, it could limit their ability to devote time to our affairs which may have a negative impact on our ability to complete our Business Combination.
 
Our sponsors and our strategic investor, and their affiliates, have no obligation to provide us with potential investment opportunities or to devote any specified amount of time or support to
our company’s business.
 
Although we expect to benefit from our sponsors’ and our strategic investor’s network of relationships and processes for sourcing, evaluating and allocating investment opportunities among itself, us,
and other parties, our sponsors and strategic investor have no legal or contractual obligation to seek on our behalf or to present to us investment opportunities that might be suitable for our business. Our
sponsors and our strategic investor may allocate potential investments at their discretion to any of our sponsors, the strategic investor, us, or other parties. We have no investment management, advisory,
consulting or other agreement in place with our sponsors or strategic investor that obligate any of them to undertake efforts on our behalf or that govern the manner in which they will allocate
investment opportunities. Even if our sponsors and our strategic investor refer an opportunity to us, no assurance can be given that such opportunity will result in an acquisition agreement or a Business
Combination.
 
Certain of our officers and directors are now, and all of them may in the future become, affiliated with entities engaged in business activities similar to those intended to be conducted by us
and, accordingly, may have conflicts of interest in allocating their time and determining to which entity a particular business opportunity should be presented.
 
Until we consummate our Business Combination, we intend to engage in the business of identifying and combining with one or more businesses. Our sponsors, strategic investor and officers and
directors are, and may in the future become, affiliated with entities that are engaged in a similar business. In addition, our sponsors, officers and directors have agreed, pursuant to a written letter
agreement, not to participate in the formation of, or become an officer or director of, any other blank check company until we have entered into a definitive agreement regarding our Business
Combination or we have failed to complete our Business Combination during the Combination Period.
 
Our officers and directors also may become aware of business opportunities which may be appropriate for presentation to us and the other entities to which they owe certain fiduciary or contractual
duties.
 
Accordingly, they may have conflicts of interest in determining to which entity a particular business opportunity should be presented. These conflicts may not be resolved in our favor and a potential
target business may be presented to another entity prior to its presentation to us. In addition, our amended and restated certificate of incorporation provides for the waiver of any requirement to present
corporate opportunities to us to the extent it would conflict with competing duties owed to other entities. Our amended and restated certificate of incorporation provides that we renounce our interest in
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any corporate opportunity offered to any director or officer unless such opportunity is expressly offered to such person solely in his or her capacity as a director or officer of our company and such
opportunity is one we are legally and contractually permitted to undertake and would otherwise be reasonable for us to pursue.
 
Our officers, directors, security holders and their respective affiliates may have competitive pecuniary interests that conflict with our interests.
 
We have not adopted a policy that expressly prohibits our directors, officers, security holders or affiliates from having a direct or indirect pecuniary or financial interest in any investment to be acquired
or disposed of by us or in any transaction to which we are a party or have an interest. In fact, we may enter into a Business Combination with a target business that is affiliated with our sponsors, our
directors or officers, although we do not intend to do so. We do not have a policy that expressly prohibits any such persons from engaging for their own account in business activities of the types
conducted by us. Accordingly, such persons or entities may have a conflict between their interests and ours.
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Our Executive Chairman and Chief Executive Officer are parties to certain agreements that limit the types of companies that we can target for a Business Combination, among other
restrictions, which could limit our prospects for a Business Combination.
 
Each of A. Lorne Weil, our Executive Chairman, and Daniel B. Silvers, our Chief Executive Officer, is party to an employment agreement with Inspired. These employment agreements contain non-
competition provisions that provide that neither Mr. Weil nor Mr. Silvers shall directly or indirectly engage in any business which is directly competitive with any business conducted by Inspired and its
associated companies that it controls (collectively, the “Inspired Group”) during his employment, in any geographic area in which such business was so conducted by the Inspired Group. These
agreements are collectively referred to as the non-competition agreements. In light of the non-competition agreements, we will not seek a Business Combination with any company with operations in
the businesses described above. In addition, if our Business Combination does not cause Mr. Weil or Mr. Silvers to violate the non-competition agreements, no assurance can be given that the combined
company would not in the future engage in competitive activities which would cause Mr. Weil or Mr. Silvers to be in breach of the non-competition agreements. If a court were to conclude that a
violation of either or both of the non-competition agreements had occurred, it could extend the term of Mr. Weil’s or Mr. Silvers’ non-competition restrictions and/or enjoin Mr. Weil or Mr. Silvers from
participating in our company, or enjoin us from engaging in aspects of the business which compete with Inspired Group, as applicable. The court could also impose monetary damages against Mr. Weil
or Mr. Silvers or us. This could materially harm our business and the trading prices of our securities. Even if ultimately resolved in our favor, any litigation associated with the non-competition could be
time consuming, costly and distract management’s focus from locating suitable acquisition candidates and operating our business.
 
Our Executive Chairman is party to a certain agreement that will limit his ability to solicit or hire employees of Inspired, which could make us a less attractive buyer to certain target
companies.
 
In the employment agreement entered into by A. Lorne Weil, our Executive Chairman, with Inspired, there are also provisions preventing him from being able to directly or indirectly solicit or entice
away or endeavor to solicit or entice away from the Inspired Group for the purposes of employment or engagement of any person who on the date of the termination of Mr. Weil’s employment is
employed or engaged by the Inspired Group in a senior management capacity and with whom Mr. Weil worked closely during the period of 12 months prior to the date of termination of Mr. Weil’s
employment (whether or not such person would commit a breach of his contract of employment by doing so). To the extent a target company may be interested in hiring personnel from the Inspired
Group, we might be a less attractive buyer as a result of the non-competition agreements.
 
We may engage in a Business Combination with one or more target businesses that have relationships with entities that may be affiliated with our sponsors, strategic investor, officers,
directors or existing holders which may raise potential conflicts of interest.
 
In light of the involvement of our sponsors, strategic investor, officers and directors with other entities, we may decide to acquire one or more businesses affiliated with our sponsors, strategic investor,
officers or directors. Our directors also serve as officers and board members for other entities, including, without limitation, those described in “Item 10. Directors, Executive Officers and Corporate
Governance” herein. Such entities may compete with us for Business Combination opportunities. Although we will not be specifically focusing on, or targeting, any transaction with any affiliated
entities, we would pursue such a transaction if we determined that such affiliated entity met our criteria for a Business Combination and such transaction was approved by a majority of our disinterested
directors. Despite our agreement to obtain an opinion from an independent investment banking firm that is a member of FINRA, or from an independent accounting firm, regarding the fairness to our
company from a financial point of view of a Business Combination with one or more domestic or international businesses affiliated with our officers, directors or existing holders, potential conflicts of
interest still may exist and, as a result, the terms of the Business Combination may not be as advantageous to our public stockholders as they would be absent any conflicts of interest.
 
Since our sponsors, strategic investor, officers and directors will lose their entire investment in us if our Business Combination is not completed, a conflict of interest may arise in
determining whether a particular Business Combination target is appropriate for our Business Combination.
 
Our initial stockholders hold in the aggregate 5,000,000 founder shares, representing 20.9% of the total outstanding shares as of December 31, 2019. The founder shares will be worthless if we do not
complete our Business Combination. In addition, affiliates of our Hydra Sponsor and Matthews Lane Sponsor, our strategic investor and certain members of management hold an aggregate of 6,825,000
private placement warrants that will also be worthless if we do not complete a Business Combination. Holders of founder shares have agreed (A) to vote any shares owned by them in favor of any
proposed Business Combination and (B) not to redeem any founder shares in connection with a stockholder vote to approve a proposed Business Combination. In addition, we may obtain loans from
our sponsors, strategic investor, affiliates of our sponsors or strategic investor or an officer or director, and we may pay our sponsors, strategic investor, officers, directors and any of their respective
affiliates’ fees and expenses in connection with identifying, investigating and consummating a Business Combination.
 
The personal and financial interests of our sponsors, strategic investor, their affiliates or our officers and directors may influence their motivation in identifying and selecting a target Business
Combination, completing a Business Combination and influencing the operation of the business following the Business Combination. This risk may become more acute at the end of the Combination
Period.
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Since our sponsors, strategic investor, officers and directors will not be eligible to be reimbursed for their out-of-pocket expenses from the funds held in the Trust Account if our Business
Combination is not completed, a conflict of interest may arise in determining whether a particular Business Combination target is appropriate for our Business Combination.
 

At the closing of our Business Combination, our sponsors, strategic investor, officers and directors, or any of their respective affiliates, may be reimbursed for any out-of-pocket expenses incurred in
connection with activities on our behalf such as identifying potential target businesses and performing due diligence on suitable Business Combinations from the funds held in the Trust Account. In the
event our Business Combination is completed, there is no cap or ceiling on any such reimbursement from the funds held in the Trust Account of out-of-pocket expenses incurred in connection with
activities on our behalf. However, our sponsors, strategic investor, officers and directors, or any of their respective affiliates will not be eligible for any such reimbursement from the funds held in the
Trust Account if our Business Combination is not completed. These financial interests of our sponsors, strategic investor, officers and directors may influence their motivation in identifying and
selecting a target Business Combination and completing a Business Combination.
 

We may issue notes or other debt securities, or otherwise incur substantial debt, to complete a Business Combination, which may adversely affect our leverage and financial condition and
thus negatively impact the value of our stockholders’ investment in us.
 

Although we have no commitments as of the date of this Annual Report on Form 10-K to issue any notes or other debt securities, or to otherwise incur outstanding debt, we may choose to incur
substantial debt to complete our Business Combination. We have agreed that we will not incur any indebtedness unless we have obtained from the lender a waiver of any right, title, interest or claim of
any kind in or to the monies held in the Trust Account. As such, no issuance of debt will affect the per-share amount available for redemption from the Trust Account. Nevertheless, the incurrence of
debt could have a variety of negative effects, including:
 

● default and foreclosure on our assets if our operating revenues after a Business Combination are insufficient to repay our debt obligations;
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● acceleration of our obligations to repay the indebtedness even if we make all principal and interest payments when due if we breach certain covenants that require the maintenance of certain
financial ratios or reserves without a waiver or renegotiation of that covenant;

 

● our immediate payment of all principal and accrued interest, if any, if the debt security is payable on demand;
 

● our inability to obtain necessary additional financing if the debt security contains covenants restricting our ability to obtain such financing while the debt security is outstanding;
 

● our inability to pay dividends on our common stock;
 

● using a substantial portion of our cash flow to pay principal and interest on our debt, which will reduce the funds available for dividends on our common stock if declared, our ability to pay
expenses, make capital expenditures and acquisitions, and fund other general corporate purposes;

 

● limitations on our flexibility in planning for and reacting to changes in our business and in the industry in which we operate;
 

● increased vulnerability to adverse changes in general economic, industry and competitive conditions and adverse changes in government regulation;
 

● limitations on our ability to borrow additional amounts for expenses, capital expenditures, acquisitions, debt service requirements, and execution of our strategy; and
 

● other disadvantages compared to our competitors who have less debt.
 

We may only be able to complete one Business Combination with the proceeds of our Initial Public Offering and the Concurrent Private Placement, which will cause us to be solely
dependent on a single business which may have a limited number of products or services. This lack of diversification may negatively impact our operations and profitability.
 

As of December 31, 2019, the net proceeds from our Initial Public Offering and the Concurrent Private Placement provided us with approximately $188,312,000 that we may use to complete our
Business Combination and pay related fees and expenses (excluding $7,000,000 of the underwriter’s deferred discount being held in the Trust Account).
 

We may effectuate our Business Combination with a single target business or multiple target businesses simultaneously or within a short period of time. However, we may not be able to effectuate our
Business Combination with more than one target business because of various factors, including the existence of complex accounting issues and the requirement that we prepare and file pro forma
financial statements with the SEC that present operating results and the financial condition of several target businesses as if they had been operated on a combined basis. By completing our Business
Combination with only a single entity, our lack of diversification may subject us to numerous economic, competitive and regulatory developments. Further, we would not be able to diversify our
operations or benefit from the possible spreading of risks or offsetting of losses, unlike other entities which may have the resources to complete several Business Combinations in different industries or
different areas of a single industry. Accordingly, the prospects for our success may be:
 

● solely dependent upon the performance of a single business, property or asset, or
 

● dependent upon the development or market acceptance of a single or limited number of products, processes or services.
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This lack of diversification may subject us to numerous economic, competitive and regulatory developments, any or all of which may have a substantial adverse impact upon the particular industry in
which we may operate subsequent to our business combination.
 
We may attempt to simultaneously complete Business Combinations with multiple prospective targets, which may hinder our ability to complete our Business Combination and give rise to
increased costs and risks that could negatively impact our operations and profitability.
 
If we determine to simultaneously acquire several businesses that are owned by different sellers, we will need for each of such sellers to agree that our purchase of its business is contingent on the
simultaneous closings of the other Business Combinations, which may make it more difficult for us, and delay our ability, to complete our Business Combination. With multiple Business Combinations,
we could also face additional risks, including additional burdens and costs with respect to possible multiple negotiations and due diligence investigations (if there are multiple sellers) and the additional
risks associated with the subsequent assimilation of the operations and services or products of the acquired companies in a single operating business. If we are unable to adequately address these risks, it
could negatively impact our profitability and results of operations.
 
We may attempt to complete our Business Combination with a private company about which little information is available, which may result in a Business Combination with a company that
is not as profitable as we suspected, if at all.
 
In pursuing our acquisition strategy, we may seek to effectuate our Business Combination with a privately held company. Very little public information generally exists about private companies, and we
could be required to make our decision on whether to pursue a potential Business Combination on the basis of limited information, which may result in a Business Combination with a company that is
not as profitable as we suspected, if at all.
 
Our management may not be able to maintain control of a target business after our Business Combination.
 
We may structure a Business Combination so that the post-transaction company in which our public stockholders own shares will own less than 100% of the equity interests or assets of a target
business, but we will only complete such Business Combination if the post-transaction company owns or acquires 50% or more of the outstanding voting securities of the target or otherwise acquires a
controlling interest in the target sufficient for us not to be required to register as an investment company under the Investment Company Act. We will not consider any transaction that does not meet
such criteria. Even if the post-transaction company owns 50% or more of the voting securities of the target, our stockholders prior to the Business Combination may collectively own a minority interest
in the post Business Combination company, depending on valuations ascribed to the target and us in the Business Combination transaction. For example, we could pursue a transaction in which we issue
a substantial number of new shares of common stock in exchange for all of the outstanding capital stock of a target. In this case, we would acquire a 100% interest in the target. However, as a result of
the issuance of a substantial number of new shares of common stock, our stockholders immediately prior to such transaction could own less than a majority of our outstanding shares of common stock
subsequent to such transaction. In addition, other minority stockholders may subsequently combine their holdings resulting in a single person or group obtaining a larger share of the company’s stock
than we initially acquired. Accordingly, this may make it more likely that our management will not be able to maintain our control of the target business. We cannot provide assurance that, upon loss of
control of a target business, new management will possess the skills, qualifications or abilities necessary to profitably operate such business.
 
We do not have a specified maximum redemption threshold. The absence of such a redemption threshold may make it possible for us to complete a Business Combination with which a
substantial majority of our stockholders do not agree.
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Our amended and restated certificate of incorporation does not provide a specified maximum redemption threshold, except that in no event will we redeem our public shares in an amount that would
cause our net tangible assets to be less than $5,000,001 (such that we are not subject to the SEC’s “penny stock” rules) or any greater net tangible asset or cash requirement which may be contained in
the agreement relating to our Business Combination. As a result, we may be able to complete our Business Combination even though a substantial majority of our public stockholders do not agree with
the transaction and have redeemed their shares or, if we seek stockholder approval of our Business Combination and do not conduct redemptions in connection with our Business Combination pursuant
to the tender offer rules, have entered into privately negotiated agreements to sell their shares to our sponsors, strategic investor, officers, directors, advisors or their affiliates. In the event the aggregate
cash consideration we would be required to pay for all shares of common stock that are validly submitted for redemption plus any amount required to satisfy cash conditions pursuant to the terms of the
proposed Business Combination exceed the aggregate amount of cash available to us, we will not complete the Business Combination or redeem any shares, all shares of common stock submitted for
redemption will be returned to the holders thereof, and we instead may search for an alternate Business Combination.
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The exercise price for the public warrants is higher than in many similar blank check company offerings in the past, and, accordingly, the warrants are more likely to expire worthless.
 
The exercise price of the public warrants is higher than is typical in many similar blank check companies in the past. Historically, the exercise price of a warrant was generally a fraction of the purchase
price of the units in the initial public offering. The exercise price for our public warrants is $11.50 per share. As a result, the warrants are less likely to ever be in the money and more likely to expire
worthless.
 
In order to effectuate our Business Combination, we may seek to amend our amended and restated certificate of incorporation or governing instruments in a manner that will make it easier
for us to complete our Business Combination but that our stockholders may not support.
 
In order to effectuate a Business Combination, blank check companies have, in the recent past, amended various provisions of their charters and modified governing instruments. For example, blank
check companies have amended the definition of Business Combination, increased redemption thresholds and changed industry focus. We cannot assure you that we will not seek to amend our charter
or governing instruments in order to effectuate our Business Combination.
 
The provisions of our amended and restated certificate of incorporation that relate to our pre-Business Combination activity (and corresponding provisions of the agreement governing the
release of funds from our Trust Account) may be amended with the approval of holders of 65% of our common stock, which is a lower amendment threshold than that of some other blank
check companies. It may be easier for us, therefore, to amend our amended and restated certificate of incorporation and the trust agreement to facilitate the completion of a Business
Combination that some of our stockholders may not support.
 
Some other blank check companies have a provision in their charter that prohibits the amendment of certain of its provisions, including those which relate to a company’s pre-Business Combination
activity, without approval by a certain percentage of the company’s stockholders. In those companies, amendment of these provisions requires approval by between 90% and 100% of the company’s
public stockholders. Our amended and restated certificate of incorporation provides that any of its provisions related to pre-Business Combination activity (including the requirement to deposit proceeds
of our Initial Public Offering and the Concurrent Private Placement into the Trust Account and not release such amounts except in specified circumstances, and to provide redemption rights to public
stockholders as described herein) may be amended if approved by holders of 65% of our common stock entitled to vote thereon, and corresponding provisions of the trust agreement governing the
release of funds from our Trust Account may be amended if approved by holders of 65% of our common stock entitled to vote thereon. In all other instances, our amended and restated certificate of
incorporation may be amended by holders of a majority of our outstanding common stock entitled to vote thereon, subject to applicable provisions of the DGCL or applicable stock exchange rules. Our
initial stockholders, who collectively beneficially own founder shares representing approximately 21% of our common stock, will participate in any vote to amend our amended and restated certificate
of incorporation and/or trust agreement and will have the discretion to vote in any manner they choose. As a result, we may be able to amend the provisions of our amended and restated certificate of
incorporation which govern our pre-Business Combination behavior more easily than some other blank check companies, and this may increase our ability to complete a Business Combination with
which you do not agree. Our stockholders may pursue remedies against us for any breach of our amended and restated certificate of incorporation.
 
Our sponsors, strategic investor, officers and directors have agreed, pursuant to a written agreement with us, that they will not propose any amendment to our amended and restated certificate of
incorporation that would affect the substance or timing of our obligation to redeem 100% of our public shares if we do not complete our Business Combination during the Combination Period, unless
we provide our public stockholders with the opportunity to redeem their shares of common stock upon approval of any such amendment at a per-share price, payable in cash, equal to the aggregate
amount then on deposit in the Trust Account, divided by the number of then outstanding public shares. These agreements are contained in a letter agreement that we have entered into with initial
stockholders. Our stockholders are not parties to, or third-party beneficiaries of, these agreements and, as a result, will not have the ability to pursue remedies against our sponsors, strategic investor,
officers or directors for any breach of these agreements. As a result, in the event of a breach, our stockholders would need to pursue a stockholder derivative action, subject to applicable law.
 
We may be unable to obtain additional financing to complete our Business Combination or to fund the operations and growth of a target business, which could compel us to restructure or
abandon a particular Business Combination.
 
Although we believe that the net proceeds of the Initial Public Offering and Concurrent Private Placement, as well as the private placement made by our strategic investor , will be sufficient to allow us
to complete our Business Combination, such aggregate net proceeds may not be sufficient to meet the capital requirements for our Business Combination. If the net proceeds of the Initial Public
Offering and Concurrent Private Placement prove to be insufficient, either because of the size of our Business Combination, the depletion of the available net proceeds in search of a target business, the
obligation to repurchase for cash a significant number of shares from stockholders who elect redemption in connection with our Business Combination or the terms of negotiated transactions to
purchase shares in connection with our Business Combination, we may be required to seek additional financing or to abandon the proposed Business Combination. We cannot assure you that such
financing will be available on acceptable terms, if at all. To the extent that additional financing proves to be unavailable when needed to complete our Business Combination, we would be compelled to
either restructure the transaction or abandon that particular Business Combination and seek an alternative target business candidate. If we are unable to complete our Business Combination, our public
stockholders may receive only approximately $10.00 per share plus any pro rata interest earned on the funds held in the Trust Account and not previously released to us to pay our franchise and income
taxes on the liquidation of our Trust Account and our warrants will expire worthless. In addition, even if we do not need additional financing to complete our Business Combination, we may require
such financing to fund the operations or growth of the target business. The failure to secure additional financing could have a material adverse effect on the continued development or growth of the
target business.
 

31
 
 
None of our officers, directors or stockholders is required to provide any financing to us in connection with or after our Business Combination. If we are unable to complete our Business Combination,
our public stockholders may only receive approximately $10.00 per share on the liquidation of our Trust Account, and our warrants will expire worthless.
 
Our initial stockholders may exert a substantial influence on actions requiring a stockholder vote, potentially in a manner that you do not support.
 
As of December 31, 2019, our initial stockholders own founder shares representing approximately 21% of our issued and outstanding shares of common stock. Accordingly, they may exert a substantial
influence on actions requiring a stockholder vote, potentially in a manner that you do not support, including amendments to our amended and restated certificate of incorporation and approval of major
corporate transactions. If our initial stockholders purchase any additional shares of common stock in the open market or in privately negotiated transactions, this would increase their control. Factors
that would be considered in making such additional purchases would include consideration of the current trading price of our common stock. Our strategic investor purchased an additional 1,000,000
public units in our Initial Public Offering. In addition, because of their ownership position, our initial stockholders will continue to have considerable influence on elections for our boards of directors
and will continue to exert control at least until the completion of our Business Combination.
 
We may amend the terms of the warrants in a manner that may be adverse to holders with the approval by the holders of at least 50% of the then outstanding public warrants. As a result,
the exercise price of your warrants could be increased, the exercise period could be shortened and the number of shares of our common stock purchasable upon exercise of a warrant could
be decreased, all without your approval.
 
Our warrants were issued in registered form under a warrant agreement between Continental Stock Transfer & Trust Company, as warrant agent, and us. The warrant agreement provides that the terms
of the warrants may be amended without the consent of any holder to cure any ambiguity or correct any defective provision, but requires the approval by the holders of at least 50% of the then
outstanding public warrants to make any change that adversely affects the interests of the registered holders. Accordingly, we may amend the terms of the public warrants in a manner adverse to a
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holder if holders of at least 50% of the then outstanding public warrants approve of such amendment. Although our ability to amend the terms of the public warrants with the consent of at least 50% of
the then outstanding public warrants is unlimited, examples of such amendments could be amendments to, among other things, increase the exercise price of the warrants, shorten the exercise period or
decrease the number of shares of our common stock purchasable upon exercise of a warrant.
 
We may redeem your unexpired warrants prior to their exercise at a time that is disadvantageous to you, thereby making your warrants worthless.
 
We have the ability to redeem outstanding warrants at any time after they become exercisable and prior to their expiration, at a price of $0.01 per warrant, provided that the last reported sales price of
our common stock equals or exceeds $18.00 per share for any 20 trading days within a 30 trading-day period ending on the third trading day prior to the date on which we give proper notice of such
redemption and provided certain other conditions are met. If and when the warrants become redeemable by us, we may exercise our redemption right even if we are unable to register or qualify the
underlying securities for sale under all applicable state securities laws. Redemption of the outstanding warrants could force you (i) to exercise your warrants and pay the exercise price therefor at a time
when it may be disadvantageous for you to do so, (ii) to sell your warrants at the then-current market price when you might otherwise wish to hold your warrants or (iii) to accept the nominal
redemption price of $0.01 per warrant which, at the time the outstanding warrants are called for redemption, is likely to be substantially less than the market value of your warrants. None of the private
placement warrants will be redeemable by us so long as they are held by their initial purchasers or their permitted transferees.
 
Our warrants and founder shares may have an adverse effect on the market price of our common stock and make it more difficult to effectuate our Business Combination.
 
We issued warrants to purchase 10,000,000 shares of our common stock as part of the units offered in our Initial Public Offering and we issued warrants to purchase an aggregate of 6,825,000 shares of
common stock at $11.50 per share in the Concurrent Private Placement. Our initial stockholders currently own an aggregate of 5,000,000 founder shares. In addition, our sponsors or strategic investor
made working capital loans in the aggregate amount of $1,000,000 to us in January 2020, of which such loans may be converted into warrants, at the price of $1.00 per warrant at the option of the
lender. Such warrants would be identical to the private placement warrants, including as to exercise price, exercisability and exercise period. Further, our strategic investor has entered into a contingent
forward purchase contract with us to purchase 6,250,000 of our units on substantially the same terms as the sale of units in our Initial Public Offering at $10.00 per unit.
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To the extent we issue shares of common stock to effectuate a Business Combination, the potential for the issuance of a substantial number of additional shares of common stock upon exercise of these
warrants and conversion rights could make us a less attractive acquisition vehicle to a target business. Any such issuance will increase the number of issued and outstanding shares of our common stock
and reduce the value of the shares of common stock issued to complete the Business Combination. Therefore, our warrants and founder shares may make it more difficult to effectuate a Business
Combination or increase the cost of acquiring the target business.
 
The private placement warrants are identical to the warrants sold as part of the units in our Initial Public Offering except that, so long as they are held by their initial purchasers or their permitted
transferees, (i) they will not be redeemable by us, (ii) they (including the common stock issuable upon exercise of these warrants) may not, subject to certain limited exceptions, be transferred, assigned
or sold by such purchasers until 30 days after the completion of our Business Combination, (iii) they may be exercised by the holders on a cashless basis and (iv) are subject to registration rights.
 
Because each unit contains one-half of one warrant and only a whole warrant may be exercised, the units may be worth less than units of other blank check companies.
 
Each unit contains one-half of one warrant. Because, pursuant to the warrant agreement, the warrants may only be exercised for a whole number of shares, only a whole warrant may be exercised at any
given time. This is different from other offerings similar to ours whose units include one share of common stock and one warrant to purchase one whole share. We have established the components of
the units in this way in order to reduce the dilutive effect of the warrants upon completion of a Business Combination since the warrants will be exercisable in the aggregate for one-half of the number
of shares compared to units that each contain a warrant to purchase one whole share, thus making us, we believe, a more attractive merger partner for target businesses. Nevertheless, this unit structure
may cause our units to be worth less than if they included a warrant to purchase one whole share.
 
Because we must furnish our stockholders with target business financial statements, we may lose the ability to complete an otherwise advantageous Business Combination with some
prospective target businesses.
 
The federal proxy rules require that a proxy statement with respect to a vote on a Business Combination meeting certain financial significance tests include target historical and/or pro forma financial
statement disclosure in periodic reports. We will include the same financial statement disclosure in connection with our tender offer documents, whether or not they are required under the tender offer
rules. These financial statements may be required to be prepared in accordance with, or be reconciled to, GAAP or IFRS depending on the circumstances and the historical financial statements may be
required to be audited in accordance with the standards of the PCAOB. These financial statement requirements may limit the pool of potential target businesses we may acquire because some targets
may be unable to provide such financial statements in time for us to disclose such financial statements in accordance with federal proxy rules and complete our Business Combination within the
prescribed time frame.
 
We are an emerging growth company within the meaning of the Securities Act, and if we take advantage of certain exemptions from disclosure requirements available to emerging growth
companies, this could make our securities less attractive to investors and may make it more difficult to compare our performance with other public companies.
 
We are an “emerging growth company” within the meaning of the Securities Act, as modified by the JOBS Act, and we may take advantage of certain exemptions from various reporting requirements
that are applicable to other public companies that are not emerging growth companies including, but not limited to, not being required to comply with the auditor attestation requirements of Section 404
of the Sarbanes-Oxley Act, reduced disclosure obligations regarding executive compensation in our periodic reports and proxy statements, and exemptions from the requirements of holding a
nonbinding advisory vote on executive compensation and stockholder approval of any golden parachute payments not previously approved. As a result, our stockholders may not have access to certain
information they may deem important. We could be an emerging growth company for up to five years, although circumstances could cause us to lose that status earlier, including if the market value of
our common stock held by non-affiliates exceeds $700 million as of any June 30 before that time, in which case we would no longer be an emerging growth company as of the following December 31.
We cannot predict whether investors will find our securities less attractive because we will rely on these exemptions. If some investors find our securities less attractive as a result of our reliance on
these exemptions, the trading prices of our securities may be lower than they otherwise would be, there may be a less active trading market for our securities and the trading prices of our securities may
be more volatile.
 
Further, Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply with new or revised financial accounting standards until private companies (that is,
those that have not had a Securities Act registration statement declared effective or do not have a class of securities registered under the Exchange Act) are required to comply with the new or revised
financial accounting standards. The JOBS Act provides that a company can elect to opt out of the extended transition period and comply with the requirements that apply to non-emerging growth
companies but any such an election to opt out is irrevocable. We have elected not to opt out of such extended transition period, which means that when a standard is issued or revised and it has different
application dates for public or private companies, we, as an emerging growth company, can adopt the new or revised standard at the time private companies adopt the new or revised standard. This may
make comparison of our financial statements with another public company which is neither an emerging growth company nor an emerging growth company which has opted out of using the extended
transition period difficult or impossible because of the potential differences in accounting standards used.
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Compliance obligations under the Sarbanes-Oxley Act may make it more difficult for us to effectuate our Business Combination, require substantial financial and management resources,
and increase the time and costs of completing an acquisition.
 
Section 404 of the Sarbanes-Oxley Act requires that we evaluate and report on our system of internal controls beginning with this Annual Report on Form 10-K for the year ended December 31, 2019.
As long as we maintain our status as an “emerging growth company,” we will not be required to comply with the independent registered public accounting firm attestation requirement on our internal
control over financial reporting. The fact that we are a blank check company makes compliance with the requirements of the Sarbanes-Oxley Act particularly burdensome on us as compared to other
public companies because a target company with which we seek to complete our Business Combination may not be in compliance with the provisions of the Sarbanes-Oxley Act regarding adequacy of
its internal controls. The development of the internal control of any such entity to achieve compliance with the Sarbanes-Oxley Act may increase the time and costs necessary to complete any such
acquisition.
 
Provisions in our amended and restated certificate of incorporation and Delaware law may inhibit a takeover of us, which could limit the price investors might be willing to pay in the future
for our common stock and could entrench management.
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Our amended and restated certificate of incorporation contains provisions that may discourage unsolicited takeover proposals that stockholders may consider to be in their best interests. These
provisions include a staggered board of directors and the ability of the board of directors to designate the terms of and issue new series of preferred shares, which may make the removal of management
more difficult and may discourage transactions that otherwise could involve payment of a premium over prevailing market prices for our securities.
 
We are also subject to anti-takeover provisions under Delaware law, which could delay or prevent a change of control. Together these provisions may make the removal of management more difficult
and may discourage transactions that otherwise could involve payment of a premium over prevailing market prices for our securities.
 
If we effect our Business Combination with a company with operations or opportunities outside of the United States, we would be subject to a variety of additional risks that may negatively
impact our operations.
 
If we effect our Business Combination with a company with operations or opportunities outside of the United States, we would be subject to any special considerations or risks associated with
companies operating in an international setting, including any of the following: 
 

● higher costs and difficulties inherent in managing cross-border business operations and complying with different commercial and legal requirements of overseas markets;
 

● rules and regulations regarding currency redemption;
 

● complex corporate withholding taxes on individuals;
 

● laws governing the manner in which future Business Combinations may be effected;
 

● tariffs and trade barriers;
 

● regulations related to customs and import/export matters;
 

● longer payment cycles and challenges in collecting accounts receivable;
 

● tax issues, such as tax law changes and variations in tax laws as compared to the United States;
 

● currency fluctuations and exchange controls;
 

● rates of inflation;
 

● cultural and language differences;
 

● employment regulations;
 

● crime, strikes, riots, civil disturbances, terrorist attacks, natural disasters and wars;
 

● deterioration of political relations with the United States; and
 

● government appropriations of assets.
 
We may not be able to adequately address these additional risks. If we were unable to do so, our operations might suffer, which may adversely impact our results of operations and financial condition.
 

34
 
 
Item 1B.  Unresolved Staff Comments
 
None.
 
Item 2.  Properties
 
Our executive office is located at 250 West 57  Street, Suite 415, New York, NY 10107. The cost for this space is included in the up to $10,000 per month fee that we agreed to pay the Hydra sponsor,
for office space, utilities and general office, receptionist and secretarial and administrative support, following our initial public offering. We consider our current office space adequate for our current
operations.
 
Item 3.  Legal Proceedings
 
We are not currently subject to any material legal proceedings, nor, to our knowledge, is any material legal proceeding threatened against us or any of our officers or directors in their corporate capacity.
 
Item 4.  Mine Safety Disclosures
 
Not applicable.
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PART II

 
Item 5.  Market for Registrant’s Common Equity, Related Stockholder Matters, and Issuer Purchases of Equity Securities

 
Market Information
 
Our units, common stock and warrants are traded on the Nasdaq Capital Market under the symbols “ (/Ticker/LACQU)LACQU (/Ticker/LACQU),” “LACQ (/Ticker/LACQ)” and “LACQW,”
respectively. Our units commenced public trading on December 1, 2017, and our common stock and warrants commenced public trading on December 28, 2017.
 
Holders
 
On March 1, 2020, there was one holder of record of our units, 17 holders of record of shares of our common stock and seven holders of record of our warrants. This number does not include beneficial
owners whose units, shares and/or warrants were held in street name (e.g., all of the public shares). The actual number of holders of our units, common stock and warrants is greater than this number of
record holders and includes holders who are beneficial owners, but whose securities are held in street name by brokers or held by other nominees. This number of holders of record also does not include
holders whose securities may be held in trust by other entities. Management believes our company has in excess of 300 beneficial holders of its securities.
 
Dividends
 

th
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We have not paid any cash dividends on our common stock to date and do not intend to pay cash dividends in the foreseeable future. The payment of cash dividends in the future will be dependent upon
our revenues and earnings, if any, capital requirements and general financial condition subsequent to completion of our Business Combination. The payment of any cash dividends subsequent to our
Business Combination will be within the discretion of our board of directors at such time. In addition, our board of directors is not currently contemplating and does not anticipate declaring any stock
dividends in the foreseeable future. Further, if we incur any indebtedness in connection with our Business Combination, our ability to declare dividends may be limited by restrictive covenants we may
agree to in connection therewith.
 
Securities Authorized for Issuance under Equity Compensation Plans
 
None.
 
Recent Sales of Unregistered Securities; Use of Proceeds from Registered Offerings
 
On September 11, 2017, we issued 7,187,500 shares of common stock to the Initial Stockholders in connection with our organization pursuant to the exemption from registration contained in Section
4(a)(2) of the Securities Act as the shares were sold to an accredited investor. The shares issued were sold for an aggregate offering price of $25,000 at an average purchase price of approximately
$0.003 per share.
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On December 5, 2017, we consummated our Initial Public Offering of 20,000,000 units, with each unit consisting of one share of our common stock, and one-half (1/2) of one warrant, each whole
warrant entitling the holder to purchase one share of common stock at a price of $11.50. No fractional shares will be issued upon exercise of the warrants. If, upon exercise of the warrants, a holder
would be entitled to receive a fractional interest in a share, we will, upon exercise, round down to the nearest whole number the number of shares of common stock to be issued to the warrant holder.
Each warrant will become exercisable on the later of 30 days after the completion of our Business Combination or 12 months from the closing of the Initial Public Offering. However, if we do not
complete a Business Combination within the period allotted to complete the Business Combination, the warrants will expire at the end of such period. If we are unable to deliver registered shares of
common stock to the holder upon exercise of warrants issued in connection with the 20,000,000 units during the exercise period, there will be no net cash settlement of these warrants and the warrants
will expire worthless, unless they may be exercised on a cashless basis in the circumstances described in the warrant agreement. The warrants will expire five years after the completion of our Business
Combination or earlier upon redemption or liquidation. Once the warrants issued in connection with the Initial Public Offering become exercisable, we may redeem those outstanding warrants in whole
and not in part at a price of $0.01 per warrant upon a minimum of 30 days’ prior written notice of redemption, but if, and only if, the last sale price of our common stock equals or exceeds $18.00 per
share for any 20 trading days within a 30-trading day period ending on the third trading day prior to the date on which we send the notice of redemption to the warrant holders.
 
The units in the Initial Public Offering were sold at an offering price of $10.00 per unit, generating total gross proceeds of $200,000,000. Morgan Stanley & Co., LLC acted as the book running manager
and EarlyBirdCapital, Inc. acted as lead manager of the offering. The securities sold in the offering were registered under the Securities Act on registration statement on Form S-1 (No. 333-221330).
The SEC declared the registration statement effective on December 1, 2017.
 
Simultaneously with the consummation of the Initial Public Offering on December 5, 2017, we consummated a private placement of 6,825,000 Private Placement Warrants at a price of $1.00 per
warrant, to affiliates of our sponsors, HG Vora and certain members of our management team (the “Purchasers”), generating total proceeds of $6,825,000. The Private Placement Warrants are the same
as the warrants sold in the Initial Public Offering, except that the Private Placement Warrants (i) will be non-redeemable so long as they are held by the Purchasers or their permitted transferees and (ii)
may be exercisable on a cashless basis. In addition, the Private Placement Warrants and their underlying securities will not be transferable, assignable or salable until 30 days after the consummation of
the Business Combination. Such securities were issued pursuant to the exemption from registration contained in Section 4(a)(2) of the Securities Act. The Purchasers are accredited investor for purposes
of Rule 501 of Regulation D.
 
We paid a total of $4,000,000 in underwriting discounts and commissions and $548,735 for other costs and expenses related to the Initial Public Offering. In addition, the underwriters agreed to defer
$7,000,000 in underwriting discounts and commissions, and up to this amount will be payable upon consummation of the Business Combination. After deducting the underwriting discounts and
commissions (excluding the deferred portion of $7,000,000 in underwriting discounts and commissions, which will be released from the Trust Account upon consummation of the Business
Combination, if consummated) and the estimated offering expenses, the total net proceeds from our Initial Public Offering and the private placement was $202,276,265, of which $200,000,000 (or
$10.00 per unit sold in the Initial Public Offering) was placed in the Trust Account.
 
There has been no material change in the planned use of proceeds from our Initial Public Offering as described in our final prospectus dated December 1, 2017 which was filed with the SEC.
 
Purchases of Equity Securities by the Issuer and Affiliated Purchasers
 
None.
 
Item 6.  Selected Financial Data

 
Not required for smaller reporting companies.
 
Item 7.  Management’s Discussion and Analysis of Financial Condition and Results of Operations

 
The following discussion and analysis of our financial condition and results of operations should be read in conjunction with the financial statements and the notes thereto contained elsewhere in this
report. Certain information contained in the discussion and analysis set forth below includes forward-looking statements that involve risks and uncertainties.
 
Overview
 
We are a blank check company incorporated on September 11, 2017 in Delaware and formed for the purpose of effecting a merger, capital stock exchange, asset acquisition, stock purchase,
recapitalization, reorganization or similar business combination with one or more target businesses. We intend to effectuate our Business Combination using cash from the proceeds of our Initial Public
Offering, the sale of the Private Placement Warrants that occurred simultaneously with the completion of our Initial Public Offering, the sale of the Private Placement Units under the Contingent
Forward Purchase Contract, if any, our capital stock, debt or a combination of cash, stock and debt.
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The issuance of additional shares of our stock in a Business Combination:
 

 ● may significantly dilute the equity interest of investors;
   
 ● may subordinate the rights of holders of our common stock if preferred stock is issued with rights senior to those afforded our common stock;
   
 ● could cause a change in control if a substantial number of shares of our common stock is issued, which may affect, among other things, our ability to use our net operating loss carry forwards,

if any, and could result in the resignation or removal of our present officers and directors;
   
 ● may have the effect of delaying or preventing a change of control of us by diluting the stock ownership or voting rights of a person seeking to obtain control of us; and
   
 ● may adversely affect prevailing market prices for our common stock and/or warrants.
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Similarly, if we issue debt securities, it could result in:
 

 ● default and foreclosure on our assets if our operating revenues after an initial Business Combination are insufficient to repay our debt obligations;
   
 ● acceleration of our obligations to repay the indebtedness even if we make all principal and interest payments when due if we breach certain covenants that require the maintenance of certain

financial ratios or reserves without a waiver or renegotiation of that covenant;
   
 ● our immediate payment of all principal and accrued interest, if any, if the debt security is payable on demand;
 

 ● our inability to obtain necessary additional financing if the debt security contains covenants restricting our ability to obtain such financing while the debt security is outstanding;
   
 ● our inability to pay dividends on our common stock;
   
 ● using a substantial portion of our cash flow to pay principal and interest on our debt, which will reduce the funds available for dividends on our common stock if declared, our ability to pay

expenses, make capital expenditures and acquisitions, and fund other general corporate purposes;
   
 ● limitations on our flexibility in planning for and reacting to changes in our business and in the industry in which we operate;
   
 ● increased vulnerability to adverse changes in general economic, industry and competitive conditions and adverse changes in government regulation;
   
 ● limitations on our ability to borrow additional amounts for expenses, capital expenditures, acquisitions, debt service requirements, and execution of our strategy; and
   
 ● other purposes and other disadvantages compared to our competitors who have less debt.
 

We are incurring significant costs in the pursuit of our acquisition plans. We cannot assure you that our plans to complete a Business Combination will be successful.
 

Recent Developments
 

On November 26, 2019, the Company held a special meeting of stockholders at which our stockholders approved extending our Combination Period deadline from December 5, 2019 to April 5, 2020
(the “Extension”). Our public stockholders were able to elect to redeem their shares in connection with the Extension for a pro rata portion of the amount then on deposit in the Trust Account ($10.00
per share, plus any pro rata interest earned on the funds held in the Trust Account and not previously released to us to pay franchise and income taxes). With respect to public shares not redeemed in
connection with the Special Meeting, we agreed to make Contributions of $0.03 for each public share that was not redeemed by stockholders for each monthly period or portion thereof that is needed to
complete a business combination (commencing on December 6, 2019 and on the 6th day of each subsequent month through the end of the Extension), subject to certain conditions. The number of
shares of redeemed by public stockholders in connection with the Extension was 1,123,749 for an aggregate cash redemption amount of approximately $11,583,500.
 

On December 5, 2019, the Company entered into the Expense Advancement Agreement with GTWY pursuant to which GTWY Holding committed to provide $566,288 to fund Contributions to the
Trust Account. representing the amount needed to fund the first monthly Contribution during Extension. The Company drew down the full amount under the Expense Advancement Agreement to fund
the required Contribution to the Trust Account for the period December 6, 2019 to January 5, 2020 by issuing an unsecured promissory note to GTWY Holdings. The note does not bear interest. If we
complete our initial business combination, the amount borrowed under the Expense Advancement Agreement would be repaid out of the proceeds of the Trust Account released to it. Otherwise,
amounts borrowed under the Expense Advancement Agreement would be repaid only out of funds held outside the Trust Account. Amounts borrowed pursuant to the Expense Advancement Agreement
were deposited to the Trust Account on December 6, 2019.
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On December 27, 2019, the Company entered into an agreement to consummate the Transactions with GTWY Holdings. The consummation of the Transactions is conditioned upon, among other
things, the approval of our stockholders having been obtained, the approval of the Arrangement under Section 192 of the CBCA by the Supreme Court of British Columbia, the expiration or termination
of the applicable waiting period under any applicable competition laws, the receipt of any required third party or governmental consents or approvals and the expiration or termination of the applicable
waiting period under any applicable competition laws.
 
On January 6, 2020, the Company deposited $566,288 to the Trust Account to fund the required Contribution to the Trust Account for the period January 6, 2020 to February 5, 2020.
 
On January 15, 2020, we drew down $1,000,000 under the Expense Advancement Agreement with our sponsors and strategic investor dated December 1, 2017 to fund general corporate purposes in
exchange for issuing unsecured promissory notes. The notes do not bear interest. If we complete an initial business combination, we would repay amounts borrowed under the Expense Advancement
Agreement out of the proceeds of the Trust Account released to it; provided, however, that the sponsors and strategic investor have the option to convert the promissory notes into warrants at a price of
$1.00 per warrant subject to the same terms and conditions as our private placement warrants. Otherwise, amounts borrowed under the Expense Advancement Agreement would be repaid only out of
funds held outside the Trust Account.
 
On each of February 4, 2020 and March 4, 2020, we deposited $566,288 into the Trust Account to fund the required Contribution to the Trust Account for the remaining monthly periods covered by the
Extension.
 
The Company is incurring significant costs in the pursuit of its acquisition plans. We may be required to seek additional resources in the future to fund general corporate purposes and cannot assure you
that our plans to complete the Transactions will be successful.
 
Special 2020 Extension Meeting
 
We have scheduled a special meeting of stockholders for March 26, 2020, pursuant to which we will seek stockholder approval to extend the Combination Period from April 5, 2020 to June 30, 2020
(the “Second Extension Meeting”). Our public stockholders will be able to elect to redeem their shares in connection with the Second Extension Meeting for a pro rata portion of the amount then on
deposit in the Trust Account ($10.00 per share, plus any pro rata interest earned on the funds held in the Trust Account and not previously released to us to pay franchise and income taxes). If we do not
obtain stockholder approval and are unable to complete the Transaction by April 5, 2020, we would wind up the Company’s affairs and liquidate.
 
Results of Operations
 
Our only activities from inception to December 31, 2019 were organizational activities and those necessary to prepare for the Initial Public Offering, identifying a target for our Business Combination
and activities in connection with the Transactions. We do not expect to generate any operating revenues until after the completion of our Business Combination. We generate non-operating income in
the form of interest income on marketable securities. We are incurring expenses as a result of being a public company (for legal, financial reporting, accounting and auditing compliance), as well as for
due diligence and transaction expenses in connection with completing a Business Combination.
 
For the year ended December 31, 2019, we had net income of $365,954, which consists of interest income on marketable securities held in the Trust Account of $4,249,828 offset by operating costs of
$3,328,674 and a provision for income taxes of $555,200.
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For the year ended December 31, 2018, we had net income of $2,122,033, which consists of interest income on marketable securities held in the Trust Account of $3,626,792 and an unrealized gain on
marketable securities held in our Trust Account of $8,397, offset by operating costs of $1,559,245, and a provision for income taxes of $553,916. In addition, we received a $600,005 reimbursement of
due diligence expenses that we incurred in connection with evaluating a potential Business Combination that did not materialize.
 
Liquidity and Capital Resources
 
As of December 31, 2019, we had marketable securities held in the Trust Account of $195,312,177 (including approximately $5,983,000 of interest income) consisting of U.S. treasury bills with a
maturity of 180 days or less. Interest income on the Trust Account will be used by us to pay franchise and income taxes. Through December 31, 2019, we withdrew $1,674,792 of interest earned on the
Trust Account to pay franchise and income taxes, of which $836,205 was withdrawn during the year ended December 31, 2019.
 
We intend to use substantially all of the funds held in the Trust Account, including any amounts representing interest earned on the Trust Account (less deferred underwriting commissions and interest
income that is used to pay franchise and income taxes) to complete our Business Combination. To the extent that our capital stock or debt is used, in whole or in part, as consideration to complete our
Business Combination, the remaining proceeds held in the Trust Account will be used as working capital to finance the operations of the target business or businesses, make other acquisitions and
pursue our growth strategies.
 
As of December 31, 2019, we had cash of $1,061,151 held outside the Trust Account. We intend to use the funds held outside the Trust Account primarily to identify and evaluate target businesses,
perform business due diligence on prospective target businesses, travel to and from the offices, plants or similar locations of prospective target businesses or their representatives or owners, review
corporate documents and material agreements of prospective target businesses, and structure, negotiate and complete a Business Combination, and we have also used such funds to make Contributions
to the Trust Account in connection with the Extension (see “Recent Developments” above).
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For the year ended December 31, 2019, cash used in operating activities was $1,424,792. Net income of $365,954 was affected by interest earned on marketable securities held in the Trust Account of
$4,249,828 and a deferred tax benefit of $1,764. Changes in operating assets and liabilities provided $2,460,846 of cash from operating activities.
 
For the year ended December 31, 2018, cash used in operating activities was $1,238,263. Net income of $2,122,033 was offset by interest earned on marketable securities held in the Trust Account of
$3,626,792, an unrealized gain on marketable securities held in our Trust Account of $8,397 and a deferred tax provision of $1,764. Changes in operating assets and liabilities provided $273,129 of cash
from operating activities.
 
On December 5, 2019, the Company entered into the Expense Advancement Agreement with GTWY pursuant to which GTWY Holding committed to provide $566,288 to fund Contributions to the
Trust Account. representing the amount needed to fund the first monthly Contribution during Extension. The Company drew down the full amount under the Expense Advancement Agreement to fund
the required Contribution to the Trust Account for the period December 6, 2019 to January 5, 2020 by issuing an unsecured promissory note to GTWY Holdings. The note does not bear interest. If we
complete our initial business combination, the amount borrowed under the Expense Advancement Agreement would be repaid out of the proceeds of the Trust Account released to it. Otherwise,
amounts borrowed under the Expense Advancement Agreement would be repaid only out of funds held outside the Trust Account. Amounts borrowed pursuant to the Expense Advancement Agreement
were deposited to the Trust Account on December 6, 2019.
 
On December 1, 2017, HG Vora entered into a contingent forward purchase contract with us to purchase, in a private placement for gross proceeds of $62,500,000 to occur concurrently with the
consummation of our Business Combination, 6,250,000 Units on the same terms as the sale of Units in the Initial Public Offering at $10.00 per unit. The funds from the sale of the Private Placement
Units may be used as part of the consideration to the sellers in the Business Combination; any excess funds from the Private Placement Units may be used for working capital in the post-transaction
company. This commitment is independent of the percentage of stockholders electing to redeem their shares and provides us with an increased minimum funding level for the Business Combination.
HG Vora’s obligation to purchase our Units under the contingent forward purchase contract is contingent upon, among other things, HG Vora approving the Business Combination, which approval can
be withheld for any reason. The contingent forward purchase contract was amended in connection with the Transactions with GTWY Holdings such that it would terminate contingent upon the closing.
In place of the contingent forward purchase contract, HG Vora entered into the Strategic Investor Subscription Agreement with GTWY Holdings, pursuant to which it agreed to purchase, in a private
placement for gross proceeds of $30,000,000 to occur concurrently with closing of the Transactions, 3,000,000 units in GTWY Holdings on substantially the same terms as the sale of Units in our Initial
Public Offering at $10.00 per unit.
 
On January 15, 2020, we issued the promissory notes to our sponsors and the strategic investor in the aggregate amount of $1,000,000 pursuant to our drawdown under the Expense Advancement
Agreement. The promissory notes do not bear any interest. The funds received may be used by us to fund our working capital requirements and to fund required contributions to the trust account in
connection with the previously approved extension of the date by which we must complete an initial business combination. If we complete an initial business combination, we would repay such loaned
amounts. In the event that we are unable to complete an initial business combination, we may use a portion of the working capital held outside he trust account to repay such loaned amounts but no
proceeds from the trust account would be used for such repayment. The loans are convertible into warrants to purchase shares of common stock, at a price of $1.00 per warrant, at the option of the
funding parties. The warrants would be identical to Private Placement Warrants.
 
We do not believe we will need to raise additional funds in order to meet the expenditures required for operating our business. However, if our estimate of the costs of identifying a target business,
undertaking in-depth due diligence and negotiating a Business Combination and making Contributions to the Trust Account in connection with the Extension are less than the actual amounts necessary
to do so, we may have insufficient funds available to operate our business prior to our Business Combination. Moreover, we may need to obtain additional financing either to complete our Business
Combination (including making Contributions to the Trust Account in connection with the Extension) or because we become obligated to redeem a significant number of our public shares upon
completion of our Business Combination, in which case we may issue additional securities or incur debt in connection with such Business Combination. Subject to compliance with applicable securities
laws, we would only complete such financing simultaneously with the completion of our Business Combination. If we are unable to complete our Business Combination because we do not have
sufficient funds available to us, we will be forced to cease operations and liquidate the Trust Account. In addition, following our Business Combination, if cash on hand is insufficient, we may need to
obtain additional financing in order to meet our obligations.
 
Off-Balance Sheet Financing Arrangements
 
As of December 31, 2019, we have no obligations, assets or liabilities which would be considered off-balance sheet arrangements. We do not participate in transactions that create relationships with
unconsolidated entities or financial partnerships, often referred to as variable interest entities, which would have been established for the purpose of facilitating off-balance sheet arrangements. We have
not entered into any off-balance sheet financing arrangements, established any special purpose entities, guaranteed any debt or commitments of other entities, or purchased any non-financial assets.
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Contractual Obligations
 
As of December 31, 2019, we do not have any long-term debt, capital lease obligations, operating lease obligations or long-term liabilities, other than an agreement to pay our Hydra sponsor a monthly
fee of up to $10,000 for office space, utilities and secretarial and administrative support provided to us. We began incurring these fees on December 1, 2017 and will continue to incur these fees monthly
until the earlier of the completion of the Business Combination and our liquidation.
 
The underwriters are entitled to underwriting discounts and commissions of 5.5%, of which 2.0% ($4,000,000) was paid at the closing of the Initial Public Offering, and 3.5% ($7,000,000) was
deferred. The deferred discount will become payable to the underwriters from the amounts held in the Trust Account solely in the event that we complete a Business Combination, subject to the terms of
the underwriting agreement. The underwriters are not entitled to any interest accrued on the deferred discount.
 
Critical Accounting Policies
 
The preparation of financial statements and related disclosures in conformity with accounting principles generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements, and income and expenses during the periods
reported. Actual results could materially differ from those estimates. We have identified the following critical accounting policies:
 
Common stock subject to possible redemption
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We account for our common stock subject to possible conversion in accordance with the guidance in Accounting Standards Codification (“ASC”) Topic 480 “Distinguishing Liabilities from Equity.”
Common stock subject to mandatory redemption is classified as a liability instrument and is measured at fair value. Conditionally redeemable common stock (including common stock that features
redemption rights that are either within the control of the holder or subject to redemption upon the occurrence of uncertain events not solely within our control) is classified as temporary equity. At all
other times, common stock is classified as stockholders’ equity. Our common stock features certain redemption rights that are considered to be outside of our control and subject to occurrence of
uncertain future events. Accordingly, common stock subject to possible redemption is presented at redemption value as temporary equity, outside of the stockholders’ equity section of our balance sheet.
 
Net loss per common share
 
We apply the two-class method in calculating earnings per share. Common stock subject to possible redemption which is not currently redeemable and is not redeemable at fair value, has been excluded
from the calculation of basic net loss per common share since such shares, if redeemed, only participate in their pro rata share of the Trust Account earnings. Our net income is adjusted for the portion
of income that is attributable to common stock subject to possible redemption, as these shares only participate in the earnings of the Trust Account and not our income or losses.
 
Recent Accounting Pronouncements
 
Management does not believe that any recently issued, but not yet effective, accounting pronouncements, if currently adopted, would have a material effect on our financial statements.
 
Item 7A. Quantitative and Qualitative Disclosures about Market Risk
 
Following the consummation of our Initial Public Offering, we invested the funds held in the Trust Account in money market funds meeting certain conditions under Rule 2a-7 under the Investment
Company Act, which invest solely in United States Treasuries. Due to the short-term nature of the money market fund’s investments, we do not believe that there will be an associated material exposure
to interest rate risk.
 
We have not engaged in any hedging activities since our inception. We do not expect to engage in any hedging activities with respect to the market risk to which we are exposed.
 
Item 8.  Financial Statements and Supplementary Data

 
This information appears following Item 15 of this Report and is incorporated herein by reference.
 
Item 9.  Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

 
None.
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Item 9A. Controls and Procedures
 
Disclosure Controls and Procedures
 
Disclosure controls and procedures are controls and other procedures that are designed to ensure that information required to be disclosed in our reports filed or submitted under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures
designed to ensure that information required to be disclosed in company reports filed or submitted under the Exchange Act is accumulated and communicated to management, including our Chief
Executive Officer and Chief Financial Officer, to allow timely decisions regarding required disclosure.
 
As required by Rules 13a-15 and 15d-15 under the Exchange Act, our Chief Executive Officer and Chief Financial Officer carried out an evaluation of the effectiveness of the design and operation of
our disclosure controls and procedures as of December 31, 2019. Based upon their evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and
procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) were effective.
 
Management’s Annual Report on Internal Control over Financial Reporting
 
As required by SEC rules and regulations implementing Section 404 of the Sarbanes-Oxley Act, our management is responsible for establishing and maintaining adequate internal control over financial
reporting. Our internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of our financial statements for
external reporting purposes in accordance with GAAP. Our internal control over financial reporting includes those policies and procedures that:
 
 (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of our company,

 
 (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with GAAP, and that our receipts and expenditures are

being made only in accordance with authorizations of our management and directors, and
 

 (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of our assets that could have a material effect on the financial statements.
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect errors or misstatements in our financial statements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree or compliance with the policies or procedures may
deteriorate. Management assessed the effectiveness of our internal control over financial reporting at December 31, 2019. In making these assessments, management used the criteria set forth by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control — Integrated Framework (2013). Based on our assessments and those criteria, management
determined that we maintained effective internal control over financial reporting as of December 31, 2019.
 
This Annual Report on Form 10-K does not include an attestation report of internal controls from our independent registered public accounting firm due to our status as an emerging growth company
under the JOBS Act.
 
Changes in Internal Control over Financial Reporting
 
There were no changes in our internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act) during the most recent fiscal quarter that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
 
Item 9B. Other Information
 
None.
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Item 10. Directors, Executive Officers and Corporate Governance

 

Directors and Executive Officers

 

Our current directors and executive officers as of the date of this Report are as follows:

 

Name  Age *  Position
A. Lorne Weil  74  Executive Chairman
Daniel B. Silvers  43  Chief Executive Officer and Director
Marc J. Falcone  46  Director
Steven M. Rittvo  71  Director
David L. Weinstein  53  Director
George Peng  49  Chief Financial Officer, Treasurer and Secretary
Eric Carrera  30  Senior Vice President — Finance and Business Development
 

* As of March 1, 2020.
 

A. Lorne Weil has served as our Executive Chairman since our formation in September 2017 and has been a principal of Hydra Management, an investment vehicle formed by Mr. Weil, since
September 2014. Mr. Weil serves as Executive Chairman of Inspired Entertainment, Inc., a position he has held since December 2016. Previously, Mr. Weil served as Chairman and CEO of Inspired’s
predecessor, Hydra Industries Acquisition Corp., since October 2014. Mr. Weil previously served as Chairman of the Board of Scientific Games Corporation (and its predecessor Autotote Corporation)
from October 1991 to November 2013. Mr. Weil also served as the Chief Executive Officer of Scientific Games Corporation (and its predecessor Autotote Corporation) from 1992 to 2008 and from
November 2010 to November 2013 (Mr. Weil had retired in 2008) and as the President from August 1997 to June 2005. Under Mr. Weil’s stewardship, the company made a number of significant
acquisitions and joint ventures, including the privatization of the off-track betting operations of the State of Connecticut, and the acquisitions of Scientific Games Holdings Corp., IGT Online
Entertainment Systems, Global Draw and WMS Industries, and the privatization of the Illinois, New Jersey and Italian lotteries. Prior to joining Scientific Games, Mr. Weil was President of Lorne Weil,
Inc., a firm he founded which provided strategic planning and corporate development services to technology-based industries, a role he maintained from 1979 to November 1992. From 1974 to 1979,
Mr. Weil was Vice President — Corporate Development at General Instrument Corporation. From 1970 to 1974, Mr. Weil was a manager with the Boston Consulting Group. Mr. Weil received his
undergraduate degree from the University of Toronto, an M.S. degree from the London School of Economics and an M.B.A. from Columbia University, where he served for more than 10 years on the
Board of Overseers. From 2011 to 2013, Mr. Weil was a director of Avantair Inc. In 2012, Mr. Weil was the sponsor and Chairman of the Board of Andina Acquisition Corp., a Nasdaq-listed blank
check company, and currently serves as the Non-Executive Chairman of the Board of the successor entity, Tecnoglass Inc.

 

We believe Mr. Weil is well-qualified to serve as a member of our board of directors due to his extensive business experience in strategic planning and corporate development, his experience
successfully overseeing the IPO of Hydra Industries Acquisition Corp. and its subsequent merger with Inspired Gaming Group, the IPO of Andina and its subsequent merger with Tecnoglass, the
contacts he has fostered over the course of his extensive career, as well as his vast operational experience.

 

Daniel B. Silvers  has served as Chief Executive Officer and a Director of the Company since our formation in September 2017. Additionally, he has served as Managing Member of Matthews Lane
Capital Partners LLC, an investment firm, since June 2015 and also has served as Executive Vice President and Chief Strategy Officer of Inspired Entertainment, Inc., a company involved in the gaming
equipment supplier industry, since December 2016. At Inspired, Mr. Silvers is also a member of the Office of the Executive Chairman.  He is the former President of Spring Owl Asset Management
LLC, an investment management firm, a position he held from March 2009 to June 2015 (including predecessor entities). From April 2009 to October 2010, Mr. Silvers also served as President of
Western Liberty Bancorp, an acquisition oriented holding company that acquired and recapitalized a community bank in Las Vegas, Nevada. Mr. Silvers joined a predecessor of Spring Owl from
Fortress Investment Group, a leading global alternative asset manager, where he worked from 2005 to 2009. At Fortress, Mr. Silvers’ primary focus was to originate and oversee due diligence on and
asset management for real estate and gaming investments in Fortress’ Drawbridge Special Opportunities Fund. Prior to joining Fortress, Mr. Silvers was a senior member of the real estate, gaming and
lodging investment banking group at Bear, Stearns & Co., Inc. Mr. Silvers serves as a director of Avid Technology, Inc., a global media technology provider. Mr. Silvers previously served on the board
of directors of Forestar Group, Inc., International Game Technology, bwin party digital entertainment plc, Universal Health Services, Inc., PICO Holdings, Inc., Ashford Hospitality Prime, Inc. and
India Hospitality Corp. Mr. Silvers holds a B.S. in Economics, as well as an M.B.A with a concentration in Finance, from The Wharton School of the University of Pennsylvania.

 

We believe Mr. Silvers is well-qualified to serve as a member of our board of directors due to his extensive experience in corporate finance, capital allocation, capital markets and public company
governance.
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Marc J. Falcone has served as a member of our board of directors since December 1, 2017. Mr. Falcone has served as the President and Chief Financial Officer of Sightline Payments LLC, a leading
digital commerce platform for the gaming industry, since February 2019. Mr. Falcone is also the principal of MF Ventures LLC, a diversified investment platform with investments in companies
involved in the hospitality, gaming and leisure industries, including Kentucky Downs located in Franklin, Kentucky, which operates 750 historical horse racing machines. Mr. Falcone served as
Executive Vice President, Chief Financial Officer and Treasurer of Red Rock Resorts, Inc. from October 2015 until May 2017 and as Executive Vice President and Chief Financial Officer of Station
Casinos LLC from June 2011 until May 2017. Mr. Falcone served as Treasurer of Station Casinos LLC since January 2013 until May 2017. Mr. Falcone also served as Chief Financial Officer of Fertitta
Entertainment LLC from October 2010 through May 2016. From June 2008 to October 2010, Mr. Falcone worked at Goldman Sachs & Co. where he focused on restructuring transactions in the
hospitality and gaming sectors under that firm’s Whitehall division. From May 2006 to June 2008, Mr. Falcone was a senior analyst at Magnetar Capital, LLC (an alternative asset management firm),
covering the gaming, lodging, leisure, REIT and airline industries. From May 2002 to June 2006, Mr. Falcone was a Managing Director for Deutsche Bank Securities Inc. covering gaming, lodging and
leisure companies and was recognized as one of the industry’s top analysts. Prior to joining Deutsche Bank Securities Inc., Mr. Falcone worked for Bear, Stearns & Co. Inc., covering the gaming,
lodging and leisure industries. Mr. Falcone holds a bachelor’s degree in Real Estate Finance and Hotel Administration from Cornell University.
 

We believe Mr. Falcone is well-qualified to serve as a member of our board of directors due to his significant experience as an executive officer at a public company in the leisure sector and investment
experience with the leisure sector and leisure-related businesses.
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Steven M. Rittvo has served as a member of our board of directors since December 1, 2017. Since February 2017, Mr. Rittvo serves as Chairman and Chief Executive Officer of Innovation Project
Development, a multi-disciplinary development management services company focused on leisure- and residential-related developments. Mr. Rittvo has been with Innovation Project Development
since November 2005. In May 1993, Mr. Rittvo co-founded The Innovation Group, Inc., a gaming, hospitality and leisure sector consulting firm headquartered in Denver with offices in New Orleans,
Atlantic City, Aspen, Minneapolis and Orlando. Mr. Rittvo served as President of Innovation Group until February 2017. In Mr. Rittvo’s various roles with The Innovation Group, he advised and
participated in gaming studies for clients ranging from Caesars Entertainment, MGM Mirage, Pinnacle Entertainment, Mandalay Resort Group, Isle of Capri, Harrah’s Entertainment, Trump Hotels and
Casinos, as well as numerous Native American tribes and government agencies throughout the United States and the World. Mr. Rittvo holds a bachelor’s degree in Systems Engineering and a master’s
degree in Transportation Engineering and Planning from the Polytechnic Institute of New York.
 

We believe Mr. Rittvo is well-qualified to serve as a member of our board of directors due to his significant experience managing leisure-related developments and advising owners, operators and other
stakeholders in the leisure sector and leisure-related businesses.
 

David L. Weinstein has served as a member of the LACQ board of directors since December 1, 2017. Mr. Weinstein is a partner at Belvedere Capital, a real estate investment firm based in New York,
and is primarily focused on Belvedere’s investment in Industry City, a six million square foot redevelopment project in Sunset Park, Brooklyn. Mr. Weinstein also serves as a director of GreenAcreage
Real Estate Corp., a REIT. Mr. Weinstein was previously a partner at Belvedere Capital from September 2008 until October 2013. From February 2015 until August 2016, Mr. Weinstein was a member
of the board of directors of Forestar Group, Inc. Mr. Weinstein previously served as President and Chief Executive Officer of MPG Office Trust, Inc., a publicly traded office REIT, from November
2010 until the sale of the Company in October 2013. He was a member of the board of directors of MPG Office Trust, Inc. from August 2008 until October 2013. From April 2007 until August 2008,
Mr. Weinstein was a Managing Director of West bridge Investment Group/Westmont Hospitality Group, a real estate investment fund focused on hospitality. From 1996 until January 2007, Mr.
Weinstein worked at Goldman, Sachs & Co. in New York, first as a Vice President in the real estate investment banking group (focusing on mergers, asset sales and corporate finance) and then, from
2004, as a Vice President in the Special Situations Group (focused on real estate debt investments). Mr. Weinstein holds a Bachelor of Science degree in Economics, magna cum laude, from The
Wharton School of the University of Pennsylvania and a Juris Doctor, cum laude, from the University of Pennsylvania Law School. He is a member of the New York State Bar Association.
 

We believe Mr. Weinstein is well-qualified to serve as a member of our board of directors due to his real estate banking, investment and management experience, including as a chief executive officer of
a publicly traded real estate company, as well as his corporate governance experience through service as a board member of a public company will be valuable to the Company’s board of directors.
 

George Peng has served as our Chief Financial Officer, Treasurer and Secretary since our formation in September 2017. Additionally, Mr. Peng has been a Principal of Hydra Management, LLC, an
investment vehicle of Mr. Weil’s since July 2014 and as Vice President of Finance at Inspired Entertainment, Inc., since January 2017. Previously, he was Chief Financial Officer of Hydra Industries
Acquisition Corp., a special-purpose acquisition corporation that acquired Inspired Entertainment, Inc., from August 2015 until January 2017. Before that, Mr. Peng was a consultant to Scientific Games
Corporation from May 2013 to April 2014, where he assisted in its integration of the acquisition of WMS Industries. Mr. Peng was focused on the financial and operational impacts of integrating the
accounting and finance functions of both companies, including human resource allocation, budgeting, and cost reductions. Prior to consulting to Scientific Games, Mr. Peng was a consultant primarily
focused on financial planning and analysis for various industries, including retail and financial services. Previously, he was an Associate in the Investment Banking division of Credit Suisse, focusing on
private equity, high yield, and leveraged lending products. Mr. Peng holds an A.B. in Economics from the University of Michigan, Ann Arbor, as well as an M.B.A. with a concentration in Finance from
the Anderson School at UCLA. Mr. Peng is a CFA Charter holder, which he was awarded in 2006.
 

Eric Carrera has served as our Senior Vice President of Finance and Business Development since September 2017. Additionally, Mr. Carrera has served as the Senior Associate of Hydra Management,
LLC, an investment vehicle of Mr. Weil, since June 2015 and as Manager of Finance/M&A of Inspired Entertainment, Inc. since January 2017. Mr. Carrera was Senior Vice President at Andina
Acquisition Corp. II, a special-purpose acquisition corporation, from November 2015 to March 2018 when it successfully completed its business combination with Lazydays R.V. Center, Inc., a premier
RV dealership destination. From June 2011 to February 2015, Mr. Carrera was an international business development associate with Scientific Games Corporation, a supplier of technology-based
products, systems and services to gaming markets worldwide. From September 2011 to December 2013, Mr. Carrera acted as an advisor to Andina Acquisition Corp. and was a member of the team that
successfully completed a business transaction with Tecnoglass S.A., a Colombian manufacturer of glass and windows. Mr. Carrera received a B.S. from Boston University School of Management and is
also a CFA Charter holder.
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Number and Terms of Office of Officers and Directors
 

Our Board is presently comprised of five (5) members and is divided into three separate classes of directors. One class of directors is normally elected at each annual meeting of stockholders for a term
of three (3) years. Mr. Falcone, our Class I director, was elected at our first annual meeting of stockholders in 2018 for a three-year term expiring at our 2021 annual meeting of stockholders. Messrs.
Rittvo and Weinstein, our Class II directors, were each elected at our 2019 Special Meeting for a three-year term expiring at our 2022 annual meeting of stockholders. The terms of our Class III
directors, consisting of Messrs. Weil and Silvers, will expire at our 2020 annual meeting of stockholders.
 

Our officers are appointed by the board of directors and serve at the discretion of the board of directors, rather than for specific terms of office. Our board of directors is authorized to appoint persons to
the offices set forth in our bylaws as it deems appropriate. Our bylaws provide that our officers may consist of a Chairman of the Board, Chief Executive Officer, President, Chief Financial Officer, Vice
Presidents, Secretary, Treasurer and such other offices as may be determined by the board of directors.
 

Director Independence
 

Nasdaq listing standards require that a majority of our board of directors be independent. An “independent director” is defined generally as a person other than an officer or employee of the company or
its subsidiaries or any other individual having a relationship which in the opinion of the company’s board of directors, would interfere with the director’s exercise of independent judgment in carrying
out the responsibilities of a director. Our board of directors has determined that Messrs. Falcone, Rittvo and Weinstein are “independent directors” as defined in the Nasdaq listing standards and
applicable SEC rules.
 

Committees of the Board of Directors
 

Our Board has two standing committees: an audit committee and a compensation committee. Our committees are comprised solely of independent directors.
 

Audit Committee
 

The members of our audit committee are Messrs. Falcone, Rittvo and Weinstein. Mr. Falcone currently serves as Chairman of the audit committee. All members of the audit committee qualify as
independent directors under applicable rules and regulations of the SEC and Nasdaq.
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Each member of the audit committee is financially literate and our board of directors has determined that Mr. Falcone qualifies as an “audit committee financial expert” as defined in applicable SEC
rules.
 

We have adopted an audit committee charter, which details the principal functions of the audit committee, including:
 

● the appointment, compensation, retention, replacement, and oversight of the work of the independent auditors and any other independent registered public accounting firm engaged by us;
 

● pre-approving all audit and permitted non-audit services to be provided by the independent auditors or any other registered public accounting firm engaged by us, and establishing pre-approval
policies and procedures;

 

● reviewing and discussing with the independent auditors all relationships the auditors have with us in order to evaluate their continued independence;
 

● setting clear hiring policies for employees or former employees of the independent auditors;
 

● setting clear policies for audit partner rotation in compliance with applicable laws and regulations;
 

● obtaining and reviewing a report, at least annually, from the independent auditors describing (i) the independent auditor’s internal quality-control procedures and (ii) any material issues raised
by the most recent internal quality-control review, or peer review, of the audit firm, or by any inquiry or investigation by governmental or professional authorities within the preceding five
years respecting one or more independent audits carried out by the firm and any steps taken to deal with such issues;

 

● reviewing and approving any related party transaction required to be disclosed pursuant to Item 404 of Regulation S-K promulgated by the SEC prior to us entering into such transaction; and
 

● reviewing with management, the independent auditors, and our legal advisors, as appropriate, any legal, regulatory or compliance matters, including any correspondence with regulators or
government agencies and any employee complaints or published reports that raise material issues regarding our financial statements or accounting policies and any significant changes in
accounting standards or rules promulgated by the Financial Accounting Standards Board, the SEC or other regulatory authorities.
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Compensation Committee
 
The members of our compensation committee are Messrs. Falcone, Rittvo and Weinstein. Mr. Weinstein currently serves as Chairman of the compensation committee. All members of the compensation
committee qualify as independent directors under applicable rules and regulations of the SEC and Nasdaq.
 
We have adopted a compensation committee charter, which details the principal functions of the compensation committee, including:
 

● reviewing and approving the corporate goals and objectives relevant to the compensation of the Chief Executive Officer, evaluating the performance of the Chief Executive Officer in light of
such goals and objectives and determining and approving the compensation of the Chief Executive Officer;

 
● reviewing and approving the compensation of the other executive officers;

 
● reviewing executive compensation policies and plans;

 
● administering equity-based compensation plans;

 
● reviewing and approving the terms of employment agreements, severance agreements and similar arrangements for executive officers;

 
● producing a report on executive compensation to be included in the annual proxy statement in accordance with applicable rules and regulations of the SEC in effect from time to time; and

 
● reviewing, modifying and approving (or, as it deems appropriate, recommending to the board for determination and approval) the compensation for non-employee directors.

 
It is likely that prior to the consummation of a Business Combination, the compensation committee will only be responsible for the review and recommendation of any compensation arrangements to be
entered into in connection with such Business Combination.
 
The charter also provides that the compensation committee may, in its sole discretion, retain or obtain the advice of a compensation consultant, legal counsel or other adviser and will be directly
responsible for the appointment, compensation and oversight of the work of any such adviser. However, before engaging or receiving advice from a compensation consultant, external legal counsel or
any other adviser, the compensation committee will consider the independence of each such adviser, including the factors required by Nasdaq and the SEC.
 
Director Nominations
 
We do not have a standing nominating committee. In accordance with Rule 5605(e)(2) of the Nasdaq Rules, a majority of the independent directors may recommend a director nominee for selection by
the board of directors. The board of directors believes that the independent directors can satisfactorily carry out the responsibility of properly selecting or approving director nominees without the
formation of a standing nominating committee. As there is no standing nominating committee, we do not have a nominating committee charter in place.
 
The board of directors will also consider director candidates recommended for nomination by our stockholders during such times as they are seeking proposed nominees to stand for election at the next
annual meeting of stockholders (or, if applicable, a special meeting of stockholders). Our stockholders that wish to nominate a director for election to the Board should follow the procedures set forth in
our bylaws. Stockholder recommendations should be submitted in writing to: Leisure Acquisition Corp., 250 West 57th Street, Suite 415, New York, New York 10107, Attention: Secretary.
 
We have not formally established any specific, minimum qualifications that must be met or skills that are necessary for directors to possess. In general, in identifying and evaluating nominees for
director, the board of directors considers educational background, diversity of professional experience, knowledge of our business, integrity, professional reputation, independence, wisdom, and the
ability to represent the best interests of our stockholders.
 
Compensation Committee Interlocks and Insider Participation
 
None of our officers currently serves, or in the past year has served, as a member of the board of directors or compensation committee of any entity that has one or more officers serving on our board of
directors, except that Mr. Weil, our Executive Chairman, is Executive Chairman of Inspired Entertainment, Inc. and Mr. Silvers, our Chief Executive Officer and a member of our board of directors, is
an executive officer of Inspired Entertainment, Inc.
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Code of Ethics
 
We have adopted a Code of Ethics applicable to our directors, executive officers and employees that complies with the rules and regulations of the Nasdaq. The Code of Ethics codifies the business and
ethical principles that govern all aspects of our business. We have previously filed copies of our form Code of Ethics, our form of Audit Committee Charter and our form of Compensation Committee
Charter as exhibits to our registration statement in connection with our Initial Public Offering. You may review these documents by accessing our public filings at the SEC’s web site at sec.report.
Copies of our Code of Ethics and our audit committee and compensation committee charters are available, without charge, on our website at www.leisureacq.com or upon request from us. We intend to
disclose any amendments to or waivers of certain provisions of our Code of Ethics in a Current Report on Form 8-K.
 
Conflicts of Interest
 
Each of our officers and directors presently has, and any of them in the future may have additional, fiduciary or contractual obligations to other entities pursuant to which such officer or director is or
will be required to present a business combination opportunity. Accordingly, if any of our officers or directors becomes aware of a business combination opportunity that is suitable for an entity to
which he or she has then-current fiduciary or contractual obligations, he or she will honor his or her fiduciary or contractual obligations to present such opportunity to such entity and not to us. We do
not believe, however, that the fiduciary duties or contractual obligations of our officers or directors will materially affect our ability to complete our Business Combination. In addition, our amended and
restated certificate of incorporation provides for the waiver of any requirement to present corporate opportunities to us to the extent it would conflict with competing duties owed to other entities. Our
amended and restated certificate of incorporation provides that we renounce our interest in any corporate opportunity offered to any director or officer unless such opportunity is expressly offered to
such person solely in his or her capacity as a director or officer of our company and such opportunity is one we are legally and contractually permitted to undertake and would otherwise be reasonable
for us to pursue.
 
In addition, our sponsors, officers, directors and director nominees have agreed, pursuant to a written letter agreement, not to participate in the formation of, or become an officer or director of, any
other blank check company until we have entered into a definitive agreement regarding our Business Combination or we have failed to complete our Business Combination during the Combination
Period. Our management team is not currently involved in any other blank check offering.
 
Potential investors should also be aware of the following other potential conflicts of interest:
 

● None of our officers or directors is required to commit his or her full time to our affairs and, accordingly, may have conflicts of interest in allocating his or her time among various business
activities.

 
● In the course of their other business activities, our officers and directors may become aware of investment and business opportunities that may be appropriate for presentation to us as well as

the other entities with which they are affiliated. Our management may have conflicts of interest in determining to which entity a particular business opportunity should be presented.
 

● Our initial stockholders have agreed to waive their redemption rights with respect to any founder shares and any public shares held by them in connection with the consummation of our
Business Combination. Additionally, our initial stockholders have agreed to waive their redemption rights with respect to any founder shares held by them if we fail to consummate our
Business Combination during Combination Period. If we do not complete our Business Combination within such applicable time period, the proceeds from our Initial Public Offering and
Concurrent Private Placement held in the trust account will be used to fund the redemption of our public shares, and the private placement warrants will expire worthless. With certain limited
exceptions, the founder shares will not be transferable, assignable or salable by our initial stockholders until 180 days after the completion of our Business Combination. With certain limited
exceptions, the private placement warrants and the common stock underlying such warrants, will not be transferable, assignable or salable by the initial purchasers or their permitted transferees
until 30 days after the completion of our Business Combination. Since our sponsors, strategic investor and officers and directors may directly or indirectly own common stock and warrants,
our officers and directors may have a conflict of interest in determining whether a particular target business is an appropriate business with which to effectuate our Business Combination.

 
● Our officers and directors may have a conflict of interest with respect to evaluating a particular Business Combination if the retention or resignation of any such officers and directors was

included by a target business as a condition to any agreement with respect to our Business Combination. Should one or more member of the management team seek to enter into an
employment contract with a target, we would refer such matter of employment to a committee of disinterested directors of our board of directors for consideration.
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● Each of A. Lorne Weil, our Executive Chairman, and Daniel B. Silvers, our Chief Executive Officer, is party to an employment agreement with Inspired. These agreements contain non-
competition provisions that provide that neither Mr. Weil nor Mr. Silvers shall directly or indirectly engage in any business that is directly competitive with any business conducted by the
Inspired Group during his employment, in any geographic area in which such business was so conducted by the Inspired Group. In Mr. Weil’s employment agreement with Inspired there are
also non-solicitation provisions. In light of the non-competition agreements, we will not seek a Business Combination with any company with operations in the businesses described above. In
addition, if our Business Combination does not cause Mr. Weil or Mr. Silvers to violate the non-competition agreements, no assurance can be given that the combined company would not in
the future engage in competitive activities that would cause Mr. Weil or Mr. Silvers to be in breach of the non-competition agreements. If a court were to conclude that a violation of either or
both of the non-competition agreements had occurred, it could extend the term of Mr. Weil’s or Mr. Silvers’ non-competition restrictions and/or enjoin Mr. Weil or Mr. Silvers from
participating in our company, or enjoin us from engaging in aspects of the business which compete with Inspired Group, as applicable. The court could also impose monetary damages against
Mr. Weil or Mr. Silvers or us. This could materially harm our business and the trading prices of our securities. Even if ultimately resolved in our favor, any litigation associated with the non-
competition agreements could be time consuming, costly and distract management’s focus from locating suitable acquisition candidates and operating our business.

 
● Our sponsors, strategic investor, officers or directors may have a conflict of interest with respect to evaluating a Business Combination and financing arrangements as we obtained loans from

our sponsors or strategic investor or an affiliate of our sponsors or strategic investor or any of our officers or directors to finance transaction costs in connection with an intended Business
Combination. Up to $1,000,000 of such loans may be convertible into warrants at a price of $1.00 per warrant at the option of the lender and would be identical to the private placement
warrants, including as to exercise price, exercisability and exercise period.

 
The conflicts described above may not be resolved in our favor.
 
In general, officers and directors of a corporation incorporated under the laws of the State of Delaware are required to present business opportunities to a corporation if:
 

● the corporation could financially undertake the opportunity;
 

● the opportunity is within the corporation’s line of business; and
 

● it would not be fair to our company and its stockholders for the opportunity not to be brought to the attention of the corporation.
 
Accordingly, as a result of multiple business affiliations, our officers and directors may have similar legal obligations relating to presenting business opportunities meeting the above-listed criteria to
multiple entities. Furthermore, our amended and restated certificate of incorporation will provide that the doctrine of corporate opportunity will not apply with respect to any of our officers or directors
in circumstances where the application of the doctrine would conflict with any fiduciary duties or contractual obligations they may have.
 
Below is a table summarizing the entities to which our executive officers and directors currently have fiduciary duties or contractual obligations.
 
Individual  Entity  Entity’s Business  Affiliation
A. Lorne Weil  Hydra Management  Investment Vehicle  Principal
  Inspired Entertainment  Gaming Technology  Executive Chairman
 

 
Tecnoglass

 
Manufacturer of glass products for use in high end commercial real
estate construction  

Non-Executive Chairman

Daniel B. Silvers  Matthews Lane Capital Partners  Investment Vehicle  Principal
  Inspired Entertainment  Gaming Technology  Chief Strategy Officer
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  Avid Technology, Inc.  Global Media Technology Provider  Director
George Peng  Hydra Management  Investment Vehicle  Principal
  Inspired Entertainment  Gaming Technology  Vice President Finance
Eric Carrera  Hydra Management  Investment Vehicle  Senior Associate
  Inspired Entertainment  Gaming Technology  Manager, Finance & M&A
Marc J. Falcone  Sightline Payments LLC  Gaming Technology  Officer
  MF Ventures LL  Investment Vehicle  Principal
Steven M. Rittvo  Innovation Project Development  Development Management Services  Chairman and Chief Executive Officer
David L. Weinstein  GreenAcreage Real Estate Corp.  REIT  Director
  Belvedere Capital  Real Estate Investment Firm  Partner
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Accordingly, a scenario could arise whereby business opportunities may be provided to one of the above-listed entities by our officers or directors instead of us. For example, if any of our officers or
directors becomes aware of a business combination opportunity that is suitable for an entity to which he or she has then-current fiduciary or contractual obligations, he or she will honor his or her
fiduciary or contractual obligations to present such opportunity to such entity and not to us. We do not believe, however, that the fiduciary duties or contractual obligations of our officers or directors
will materially affect our ability to complete our Business Combination. In addition, our amended and restated certificate of incorporation provides for the waiver of any requirement to present
corporate opportunities to us to the extent it would conflict with competing duties owed to other entities. Our amended and restated certificate of incorporation provides that we renounce our interest in
any corporate opportunity offered to any director or officer unless such opportunity is expressly offered to such person solely in his or her capacity as a director or officer of our company and such
opportunity is one we are legally and contractually permitted to undertake and would otherwise be reasonable for us to pursue.
 
We are not prohibited from pursuing a Business Combination with a company that is affiliated with our sponsors, strategic investor, officers or directors. In the event we seek to complete our Business
Combination with such a company, we, or a committee of independent directors, would obtain an opinion from an independent investment banking firm which is a member of FINRA, or from an
independent accounting firm, that such a Business Combination is fair to our company from a financial point of view.
 
In the event that we submit our Business Combination to our public stockholders for a vote, our initial stockholders have agreed to vote any founder shares held by them and any public shares purchased
during or after the offering in favor of our Business Combination and our officers and directors have also agreed to vote any public shares purchased during or after the offering in favor of our Business
Combination.
 
Limitation on Liability and Indemnification of Officers and Directors
 
Our amended and restated certificate of incorporation provides that our officers and directors will be indemnified by us to the fullest extent authorized by Delaware law, as it now exists or may in the
future be amended. In addition, our amended and restated certificate of incorporation provides that our directors will not be personally liable for monetary damages to us or our stockholders for breaches
of their fiduciary duty as directors, unless they violated their duty of loyalty to us or our stockholders, acted in bad faith, knowingly or intentionally violated the law, authorized unlawful payments of
dividends, unlawful stock purchases or unlawful redemptions, or derived an improper personal benefit from their actions as directors.
 
We have entered into agreements with our officers and directors to provide contractual indemnification in addition to the indemnification provided for in our amended and restated certificate of
incorporation. Our bylaws also permit us to secure insurance on behalf of any officer, director or employee for any liability arising out of his or her actions, regardless of whether Delaware law would
permit such indemnification. We have obtained a policy of directors’ and officers’ liability insurance that insures our officers and directors against the cost of defense, settlement or payment of a
judgment in some circumstances and insures us against our obligations to indemnify our officers and directors.
 
These provisions may discourage stockholders from bringing a lawsuit against our directors for breach of their fiduciary duty. These provisions also may have the effect of reducing the likelihood of
derivative litigation against officers and directors, even though such an action, if successful, might otherwise benefit us and our stockholders. Furthermore, a stockholder’s investment may be adversely
affected to the extent we pay the costs of settlement and damage awards against officers and directors pursuant to these indemnification provisions.
 
We believe that these provisions of our amended and restated certificate of incorporation, the directors’ and officers’ liability insurance and the indemnity agreements are necessary to attract and retain
talented and experienced officers and directors.
 
Item 11. Executive Compensation
 
Compensation Discussion and Analysis
 
None of our officers or directors has received any cash (or non-cash) compensation for services rendered to us. Commencing on December 1, 2017, we have agreed to pay our Hydra sponsor a total of
up to $10,000 per month for office space, utilities and secretarial and administrative support. Upon completion of our Business Combination or our liquidation, we will cease paying these monthly fees.
In addition, we may pay our sponsors or any of our existing officers or directors, or any entity with which they are affiliated, a finder’s fee, consulting fee or other compensation in connection with
identifying, investigating and completing our Business Combination. These individuals will also be reimbursed for any out of pocket expenses incurred in connection with activities on our behalf, such
as identifying potential target businesses and performing due diligence on suitable Business Combinations. In addition, to facilitate the Company’s business interests in identifying potential target
businesses, we have reimbursed certain professional networking organization membership fees. Our audit committee reviews on a quarterly basis all payments that were made to our sponsors, strategic
investor, officers, directors or our or their affiliates and will determine which fees and expenses and the amount of expenses that will be reimbursed.
 
After the completion of our Business Combination, directors or members of our management team who remain with us may be paid consulting or management fees from the combined company. All of
these fees will be fully disclosed to stockholders, to the extent then known, in the tender offer materials or proxy solicitation materials furnished to our stockholders in connection with a proposed
Business Combination. We have not established any limit on the amount of such fees that may be paid by the combined company to our directors or members of management. It is unlikely the amount
of such compensation will be known at the time of the proposed Business Combination, because the directors of the post-combination business will be responsible for determining officer and director
compensation. Any compensation to be paid to our officers will be determined, or recommended to the board of directors for determination, either by a compensation committee constituted solely by
independent directors or by a majority of the independent directors on our board of directors.
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We do not intend to take any action to ensure that members of our management team maintain their positions with us after the consummation of our Business Combination, although it is possible that
some or all of our officers and directors may negotiate employment or consulting arrangements to remain with us after our Business Combination. The existence or terms of any such employment or
consulting arrangements to retain their positions with us may influence our management’s motivation in identifying or selecting a target business but we do not believe that the ability of our
management to remain with us after the consummation of our Business Combination will be a determining factor in our decision to proceed with any potential Business Combination. We are not party
to any agreements with our officers and directors that provide for benefits upon termination of employment.
 
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
 
We have no compensation plans under which equity securities are authorized for issuance.
 
The following table sets forth information available to us at March 1, 2020 with respect to the beneficial ownership of our Common Stock held by:
 

● each person known by us to be the beneficial owner of more than 5% of our outstanding Common Stock;
 

● each of our directors and executive officers that beneficially own shares of our Common Stock; and
 

● all of our directors and executive officers as a group.
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Unless otherwise indicated, we believe that all persons named in the table have sole voting and investment power with respect to all shares of common stock beneficially owned by them.
 

  Number of Shares     
Name and Address
of Beneficial Owner

 
Beneficially 

Owned   Percentage  
A. Lorne Weil and
affiliated entities     1,134,742    4.75%

Daniel B. Silvers and
affiliated entities     1,128,370    4.73%

Marc J. Falcone   25,000    *  
Steven M. Rittvo   25,000    *  
David L. Weinstein   25,000    *  
George Peng   87,014    *  
Eric Carrera   54,701    *  
All executive officers
and directors as a
group (seven
individuals)   2,479,827    10.39%

Greater than 5%
holders         

HG Vora Capital
Management, LLC 
   3,462,500    14.50%

Bank of Montreal     1,556,340    6.52%
Glazer Capital, LLC   1,520,747    6.37  
Weiss Asset
Management LP   1,299,600    5.44  
 
 

* Less than one percent.
 

 (1) This table is based on 23,876,251 shares of common stock outstanding as of March 1, 2020. Beneficial ownership is determined in accordance with the rules of the SEC which generally
provide that a person has beneficial ownership of a security if such person possesses sole or shared voting or investment power over that security, including options and warrants that are
currently exercisable or exercisable within 60 days. We believe that each person listed above has sole voting and investment power with respect to the shares listed except as described in the
footnotes below and subject to applicable community property laws and similar laws. The Company’s warrants are not exercisable currently or within 60 days; accordingly, any such holdings
of the persons listed are not reflected in this table. Unless otherwise noted, the business address of each of the following entities or individuals is c/o Leisure Acquisition Corp., 250 West 57th
Street, Suite 415, New York, New York 10107

 (2) Represents 266,900 shares held of record by Mr. Weil and represents 867,842 shares held of record by Hydra LAC, LLC. Mr. Weil is the managing member of Hydra LAC, LLC. Mr. Weil
expressly disclaims beneficial ownership of such shares as to which he does not have a pecuniary interest.
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 (3) Represents 887,127 shares held of record by MLCP GLL Funding, LLC, of which Matthews Lane Capital Partners LLC is the manager, and represents 241,243 shares held of record by

Matthews Lane Capital Partners LLC. Mr. Silvers is the managing member of Matthews Lane Capital Partners LLC.
 (4) Based on a Schedule 13G/A filed with the SEC on February 14, 2019 and a Form 4 filed with the SEC on January 17, 2018 by HG Vora Capital Management, LLC, the investment manager of

HG Vora Special Opportunities Master Fund, Ltd. The business address of HG Vora Capital Management is 330 Madison Avenue, 20th Floor, New York, New York 10017.
 (5) Based on a Schedule 13G filed with the SEC on February 14, 2020 by Bank of Montreal and its subsidiary, BMO Capital Markets Corp. The business address of Bank of Montreal is 1 First

Canadian Place, Toronto, Ontario, Canada M5X 1A1.
(6) Based on a Schedule 13G filed with the SEC on February 14, 2020 by Glazer Capital, LLC and Paul J. Glazer. Mr. Glazer is the managing member of Glazer Capital, LLC. The business

address of these stockholders is 250 West 55  Street, Suite 30A, New York, New York 10019.
 (7) Based on a Schedule 13G filed with the SEC on February 14, 2020 by Weiss Asset Management LP, WAM GP LLC and Andrew M. Weiss, Ph.D. WAM GP LLC is the sole general partner of

Weiss Asset Management and Mr. Weiss is the managing member of WAM GP LLC. The business address of these stockholders is 222 Berkeley St., 16  floor, Boston, Massachusetts 02116.
 
Our directors and officers and other initial stockholders and their respective affiliates (including the Sponsors) have agreed to (i) to vote any shares owned by them in favor of any proposed Business
Combination and (ii) not to redeem any shares held by them in connection with a stockholder vote to approve a proposed initial business combination
 
Item 13. Certain Relationships and Related Transactions, and Director Independence
 
Certain Relationships and Related Transactions
 
Issuance of Founder Shares
 
On September 11, 2017, we issued an aggregate of 7,187,500 founder shares to our sponsors, the strategic investor and certain members of management or their affiliates for an aggregate purchase price
of $25,000 in cash, or approximately $0.003 per share. The number of founder shares issued was determined based on the expectation that such founder shares would represent 20% of the outstanding
shares upon completion of our Initial Public Offering. In October 2017, our Hydra sponsor transferred 203,957 of its founder shares to certain of our officers and professionals. In October 2017, certain
of our initial stockholders transferred 711,250 shares to our strategic investor, with 355,625 shares subject to return to such stockholders if the if certain specified market price levels for our common
stock are exceeded following the closing of the Business Combination. In November 2017, Our Hydra sponsor transferred 25,000 founder shares to each of Messrs. Falcone, Rittvo and Weinstein, our
independent directors. In December 2017, in connection with the completion of our Initial Public Offering, and on January 16, 2018, following the expiration of the underwriter’s over-allotment option,
certain of our initial stockholders forfeited 1,437,500 and 750,000 shares, respectively. In each case, our initial stockholders forfeited such founder’s shares so as to maintain the ownership of our initial
stockholders at 20% of our outstanding shares immediately following the consummation of our Initial Public Offering. The founder shares may not, subject to certain limited exceptions, be transferred,
assigned or sold by the holder.
 
Private Placement Warrants
 
Affiliates of our Hydra Sponsor and Matthews Lane Sponsor, the Strategic Investor and certain members of management purchased an aggregate of 6,825,000 private placement warrants for a purchase
price of $1.00 per whole warrant in the Concurrent Private Placement. As such, these related parties’ aggregate interest in this transaction is valued at approximately $6,825,000. Each private placement
warrant entitles the holder to purchase one share of our common stock at $11.50 per share. The private placement warrants (including the common stock issuable upon exercise thereof) may not, subject
to certain limited exceptions, be transferred, assigned or sold by the holder.
 
Contingent Forward Purchase Contract with Strategic Investor
 
On December 1, 2017, our strategic investor entered into a Contingent Forward Purchase Contract with us to purchase, in a private placement for gross proceeds of approximately $62,500,000 to occur
concurrently with the consummation of the business combination, 6,250,000 units on substantially the same terms as the sale of units in our initial public offering at $10.00 per unit. On December 27,
2019, the Contingent Forward Purchase Contract was amended to provide that it will terminate effective upon the closing of the Transactions in connection with the proposed business combination with
GTWY Holdings. As part of the Transactions, on December 27, 2019, the strategic investor entered into a “Strategic Investor Subscription Agreement” with GTWY Holdings, in similar form to and to
replace the Contingent Forward Purchase Contract with us, pursuant to which, among other things our strategic investor agreed to purchase 3,000,000 units of GTWY Holdings’ equity securities (with
each unit consisting of one share and one-half warrant of GTWY Holdings) for a purchase price of $10.00 per unit.

(1)

(2)

(3)

(4)

(5)
(6)

(7)

th

th
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Administrative Services Agreement
 
Commencing on December 1, 2017, we have agreed to pay our Hydra sponsor a total of up to $10,000 per month for office space, utilities and secretarial and administrative support. Upon completion
of our Business Combination or our liquidation, we will cease paying these monthly fees. In addition, we may pay our sponsors or any of our existing officers or directors, or any entity with which they
are affiliated, a finder’s fee, consulting fee or other compensation in connection with identifying, investigating and completing our Business Combination. These individuals will also be reimbursed for
any out of pocket expenses incurred in connection with activities on our behalf, such as identifying potential target businesses and performing due diligence on suitable Business Combinations. Our
audit committee reviews on a quarterly basis all payments that were made to our sponsors, strategic investor, officers, directors or our or their affiliates and will determine which fees and expenses and
the amount of expenses that will be reimbursed. There is no cap or ceiling on payments that may be made to our sponsors, strategic investor, officers, directors or any of their respective affiliates.
 
Promissory Notes
 
We entered into promissory notes with our sponsors whereby they agreed to loan us up to an aggregate of $400,000 to be used for a portion of the expenses of our Initial Public Offering. These loans,
which were repaid on the IPO Closing Date, were non-interest bearing, unsecured and due at the earlier of June 30, 2018 or the IPO Closing Date.
 
Expense Advance Agreement
 
On December 5, 2019, LACQ entered into the Expense Advancement Agreement with GTWY Holdings pursuant to which GTWY Holdings committed to provide $566,288 to fund Contributions to the
Trust Account. We drew down the full amount under the Expense Advancement Agreement to fund the required Contribution to the Trust Account for the period December 6, 2019 to January 5, 2020
by issuing an unsecured promissory note to GTWY Holdings. The note does not bear interest. If we complete our initial business combination, the amounts borrowed under the Expense Advancement
Agreement would be repaid out of the proceeds of the Trust Account. Otherwise, amounts borrowed under the Expense Advancement Agreement would be repaid only out of funds held outside the
Trust Account. Amounts borrowed pursuant to the Expense Advancement Agreement were deposited to the Trust Account on December 6, 2019.
 
On January 15, 2020, we issued promissory notes to our sponsors and strategic investor pursuant to drawdowns in the aggregate amount of $1,000,000 under our Expense Advancement Agreement with
them dated December 1, 2017. The promissory notes do not bear any interest. The funds received may be used by us to fund our working capital requirements and to fund required contributions to the
trust account in connection with the previously approved extension of the date by which we must complete an initial business combination. If we complete an initial business combination, we would
repay such loaned amounts. In the event that we are unable to complete an initial business combination, we may use a portion of the working capital held outside the trust account to repay such loaned
amounts but no proceeds from the trust account would be used for such repayment. The loans from the Funding Parties are convertible into warrants to purchase shares of common stock, at a price of
$1.00 per warrant, at the option of the funding parties. The warrants would be identical to private placement warrants.
 
Potential Payments after the Business Combination
 
After our Business Combination, members of our management team who remain with us may be paid consulting, management or other fees from the combined company with any and all amounts being
fully disclosed to our stockholders, to the extent then known, in the tender offer or proxy solicitation materials, as applicable, furnished to our stockholders. It is unlikely the amount of such
compensation will be known at the time of distribution of such tender offer materials or at the time of a stockholder meeting held to consider our Business Combination, as applicable, as it will be up to
the directors of the post-combination business to determine executive and director compensation.
 
Registration Rights
 
The holders of the founder shares, private placement warrants and warrants that may be issued upon conversion of working capital loans (and any shares of common stock issuable upon the exercise of
the private placement warrants and warrants that may be issued upon conversion of working capital loans) are entitled to registration rights pursuant to a registration rights agreement entered into by us
on the IPO Closing Date, which requires us to register such securities for resale. Each of our sponsors (collectively with their respective affiliates) and strategic investor is entitled to make up to two
demands, excluding short form demands, that we register such securities. In addition, the holders have certain “piggy-back” registration rights with respect to registration statements filed subsequent to
the completion of our Business Combination and rights to require us to register for resale such securities pursuant to Rule 415 under the Securities Act. However, the registration rights agreement
provides that we will not permit any registration statement filed under the Securities Act to become effective until termination of the applicable lock-up period, which occurs (i) in the case of the
founder shares, on the earlier of (A) one year after the completion of our Business Combination or earlier if, subsequent to our Business Combination, the last sale price of the common stock equals or
exceeds $12.00 per share (as adjusted for stock splits, stock dividends, reorganizations, recapitalizations and the like) for any 20 trading days within any 30 trading day period commencing at least 150
days after our Business Combination, or (B) the date following the completion of our Business Combination on which we complete a liquidation, merger, stock exchange or other similar transaction that
results in all of our stockholders having the right to exchange their shares of common stock for cash, securities or other property, and (ii) in the case of the private placement warrants and the respective
common stock underlying such warrants, 30 days after the completion of our Business Combination. We will bear the expenses incurred in connection with the filing of any such registration statements.
 

52
 
 
Director Independence
 
Nasdaq listing standards require that a majority of our board of directors be independent. An “independent director” is defined generally as a person other than an officer or employee of the company or
its subsidiaries or any other individual having a relationship which in the opinion of the company’s board of directors, would interfere with the director’s exercise of independent judgment in carrying
out the responsibilities of a director. Our board of directors has determined that Messrs. Falcone, Rittvo and Weinstein are “independent directors” as defined in the Nasdaq listing standards and
applicable SEC rules. Our independent directors have regularly scheduled meetings at which only independent directors are present.
 
Item 14. Principal Accountant Fees and Services
 
The following is a summary of the fees paid or to be paid to Marcum LLP, or Marcum, for services rendered for 2018 and 2019.
 
Audit Fees. Audit fees consist of fees billed for professional services rendered for the audit of our year-end financial statements and services that are normally provided by Marcum in connection with
regulatory filings. The aggregate fees billed by Marcum for professional services rendered for the audit of our annual financial statements, review of the financial information included in our Forms 10-
Q for the respective periods and other required filings with the SEC for the year ended December 31, 2019 and 2018 totaled $53,684 and $79,310, respectively. The above amounts include interim
procedures and audit fees, as well as attendance at audit committee meetings.
 
Audit-Related Fees. Audit-related services consist of fees billed for assurance and related services that are reasonably related to performance of the audit or review of our financial statements and are not
reported under “Audit Fees.” These services include attest services that are not required by statute or regulation and consultations concerning financial accounting and reporting standards. We paid
Marcum $4,161 and $0 for consultations concerning financial accounting and reporting standards for the year ended December 31, 2019 and 2018, respectively.
 
Tax Fees. We did not pay Marcum LLP for tax planning and tax advice for the years ended December 31, 2019 and 2018.
 
All Other Fees. We did not pay Marcum LLP for other services for the years ended December 31, 2019 and 2018.
 
Pre-Approval Policy
 
Our audit committee was formed upon the consummation of our Initial Public Offering. As a result, the audit committee did not pre-approve all of the foregoing services, although any services rendered
prior to the formation of our audit committee were approved by our board of directors. Since the formation of our audit committee, and on a going-forward basis, the audit committee has and will pre-
approve all auditing services and permitted non-audit services to be performed for us by our auditors, including the fees and terms thereof (subject to the de minimis exceptions for non-audit services
described in the Exchange Act which are approved by the audit committee prior to the completion of the audit).
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PART IV
 

Item 15. Exhibits, Financial Statement Schedules
 
The following documents are filed as part of this Report:
 
(1) The financial statements listed in the Index to the Financial Statements on page F-1.
 
(2) No financial statement schedules have been filed as part of this Report because they are not applicable, not required or because the information is otherwise included in the Financial Statements or

notes thereto.
 
(3) Exhibits listed on page 55.
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F-1
 

 
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

 
To the Shareholders and the Board of Directors of
Leisure Acquisition Corp.
 
Opinion on the Financial Statements
 
We have audited the accompanying balance sheets of Leisure Acquisition Corp. (the “Company”) as of December 31, 2019 and 2018, the related statements of operations, stockholders’ equity and cash
flows for each of the two years in the period ended December 31, 2019, and the related notes (collectively referred to as the “financial statements”). In our opinion, the financial statements present
fairly, in all material respects, the financial position of the Company as of December 31, 2019 and 2018, and the results of its operations and its cash flows for each of the two years in the period ended
December 31, 2019, in conformity with accounting principles generally accepted in the United States of America.
 
Basis for Opinion
 
These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the Company’s financial statements based on our audits. We are a public
accounting firm registered with the Public Company Accounting Oversight Board (United States) (“PCAOB”) and are required to be independent with respect to the Company in accordance with the
U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
 
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial
reporting. As part of our audits we are required to obtain an understanding of internal control over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control over financial reporting. Accordingly, we express no such opinion.
 
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks.
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.
 
Marcum
LLP

 
/S/ Marcum LLP

 
We have served as the Company’s auditor since 2017.
 
New York, NY
March 10, 2020
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LEISURE ACQUISITION CORP.

BALANCE SHEETS
 

  December 31,  
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  2019   2018  
ASSETS       
Current Assets       
Cash  $ 1,061,151   $ 1,658,398  
Prepaid expenses   —    87,083  
Prepaid income taxes   138,571    170,535  

Total Current
Assets   1,199,722    1,916,016  
         
Cash and marketable
securities held in
Trust Account   195,312,177    202,915,739  
TOTAL ASSETS  $ 196,511,899   $ 204,831,755  

         
LIABILITIES AND
STOCKHOLDERS’
EQUITY         
Current Liabilities         

Accounts payable and
accrued expenses  $ 2,771,045   $ 429,246  

Accrued offering costs   —    8,640  
Total Current

Liabilities   2,771,045    437,886  
         
Promissory note   566,268    —  
Deferred tax liability   —    1,764  
Deferred
underwriting fee
payable   7,000,000    7,000,000  
Total Liabilities   10,337,313    7,439,650  
         
Commitments         
         

Common stock subject
to possible
redemption,
17,501,073 and
18,960,928 shares at
redemption value at
December 31, 2019
and 2018,
respectively   181,174,585    192,392,104  
         
Stockholders’
Equity         
Preferred stock,
$0.0001 par value;
1,000,000 authorized;
none issued and
outstanding   —    —  

Common stock,
$0.0001 par value;
100,000,000 shares
authorized; 6,375,178
and 6,039,072 shares
issued and
outstanding
(excluding
17,501,073 and
18,960,928 shares
subject to possible
redemption) at
December 31, 2019
and 2018,
respectively   638    604  
Additional paid-in
capital   2,542,569    2,908,557  
Retained earnings   2,456,794    2,090,840  
Total Stockholders’
Equity   5,000,001    5,000,001  
TOTAL
LIABILITIES AND
STOCKHOLDERS’
EQUITY  $ 196,511,899   $ 204,831,755  

 
The accompanying notes are an integral part of the financial statements.
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LEISURE ACQUISITION CORP.
STATEMENTS OF OPERATIONS

 

  

Year Ended
December 31, 

2019   

Year Ended 
December 31,  

2018  
       
Operating costs  $ 3,328,674   $ 1,559,245  
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Reimbursement of
due diligence
expenses   —    (600,005 )

Loss from
operations   (3,328,674 )   (959,240 )
         
Other income:         
Interest income   4,249,828    3,626,792  
Unrealized gain on
marketable securities
held in Trust Account   —    8,397  
Other income   4,249,828    3,635,189  
         
Income before
provision for income
taxes   921,154    2,675,949  
Provision for income
taxes   (555,200 )   (553,916 )
Net income  $ 365,954   $ 2,122,033  

         
Weighted average
shares outstanding,
basic and diluted   6,081,996    6,002,703  

         
Basic and diluted
net loss per common
share  $ (0.47 )  $ (0.22 )

 
(1) Excludes an aggregate of 17,501,073 and 18,960,928 shares subject to possible redemption at December 31, 2019 and 2018, respectively.
(2) Net loss per common share - basic and diluted excludes income attributable to common stock subject to possible redemption of $3,239,823 and $3,464,722 for the year ended December 31, 2019

and 2018, respectively (see Note 2).
 

The accompanying notes are an integral part of the financial statements.
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LEISURE ACQUISITION CORP.

STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
 

  Common Stock   

Additio
nal 

Paid in   
Accumu

lated   

Total
Stockhol

ders’  
  Shares   Amount   Capital   Deficit   Equity  

Balance –
January
1, 2018   

6,734,32
0   $ 673   $

5,030,52
1   $ (31,193 )  $

5,000,00
1  

                    
Change in

value of
common
stock
subject
to
possible
redempti
on   54,752    6    

(2,122,0
39 )   —    

(2,122,0
33 )

                    
Forfeiture

of
Founder
Shares   (750,000 )   (75 )   75    —    —  

                    

Net income   —    —    —    
2,122,03

3    
2,122,03

3  
                    

Balance –
Decemb
er 31,
2018   

6,039,07
2    604    

2,908,55
7    

2,090,84
0    

5,000,00
1  

                    
Change in

value of
common
stock
subject
to
possible
redempti
on   336,106    34    (365,988 )   —    (365,954 )

                    
Net income   —    —    —    365,954    365,954  

                    
Balance –

Decemb
er 31,
2019   

6,375,17
8   $ 638   $

2,542,56
9   $

2,456,79
4   $

5,000,00
1  

(1)

(2)
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The accompanying notes are an integral part of the financial statements.
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LEISURE ACQUISITION CORP.
STATEMENTS OF CASH FLOWS

 

  
Year Ended

December 31,   
Year Ended

December 31,  
  2019   2018  
Cash Flows from
Operating
Activities:       
Net income  $ 365,954   $ 2,122,033  

Adjustments to
reconcile net income
to net cash used in
operating activities:         
Interest earned on
marketable securities
held in Trust Account   (4,249,828 )   (3,626,792 )
Unrealized gain on
marketable securities
held in Trust Account   —    (8,397 )
Deferred tax (benefit)
provision   (1,764 )   1,764  
Changes in operating
assets and liabilities:         
Prepaid expenses   87,083    130,017  
Prepaid income taxes   31,964    (170,535 )
Accounts payable
and accrued expenses   2,341,799    317,282  
Income taxes payable   —    (3,635 )
Net cash used in
operating activities   (1,424,792 )   (1,238,263 )
         

Cash Flows from
Investing Activities:         

nvestment of cash in
Trust Account   (566,288 )   —  

Cash withdrawn from
Trust Account for
redemption of
common stock   11,583,473    —  

Cash withdrawn from
Trust Account for
franchise taxes and
income taxes   836,205    838,587  

Net cash provided by
investing activities   11,853,390    838,587  

        
Cash Flows from
Financing
Activities:         
Proceeds from
promissory notes –
related parties   566,268    —  
Redemption of
common stock   (11,583,473 )   —  
Payment of offering
costs   (8,640 )   (32,000 )
Net cash used in
financing activities   (11,025,845 )   (32,000 )
         
Net Change in Cash   (597,247 )   (431,676 )
Cash – Beginning   1,658,398    2,090,074  
Cash – Ending  $ 1,061,151   $ 1,658,398  

         
Supplementary cash
flow information:         
Cash paid for income
taxes  $ 525,000   $ 726,322  

         
Non-Cash investing
and financing
activities:         
Change in value of
common stock
subject to possible
redemption  $ 365,954   $ 2,122,033  

 
The accompanying notes are an integral part of the financial statements.

 

F-6

1760

1783



2/3/2021 Leisure Acquisition Corp. 2019 Annual Report 10-K

https://sec.report/Document/0001213900-20-005867/#lei_010 40/61

 
 

LEISURE ACQUISITION CORP.
NOTES TO FINANCIAL STATEMENTS 

FOR THE PERIOD ENDED DECEMBER 31, 2019 and 2018
 

1. DESCRIPTION OF ORGANIZATION AND BUSINESS OPERATIONS
 
Leisure Acquisition Corp. (the “Company”) is a blank check company incorporated in Delaware on September 11, 2017. The Company was formed for the purpose of acquiring, through a

merger, capital stock exchange, asset acquisition, stock purchase, reorganization, recapitalization, exchangeable share transaction or other similar business transaction, one or more operating businesses
or assets that the Company has not yet identified (a “Business Combination”). 

 
At December 31, 2019, the Company had not yet commenced operations. All activity through December 31, 2019 relates to the Company’s formation, its initial public offering (“Initial Public

Offering”), which is described below, identifying a target company for a Business Combination and activities in connection with the proposed acquisition of GTWY Holdings Limited, a Canadian
corporation (“GTWY Holdings”) (see Note 6).

 
In September 2018, the Company received a $600,005 reimbursement for expenses that it incurred in connection with the due diligence of evaluating a potential Business Combination with

GTWY Holdings that did not materialize at that time.
 
The registration statement for the Company’s Initial Public Offering was declared effective on December 1, 2017. On December 5, 2017, the Company consummated the Initial Public Offering

of 20,000,000 units (“Units” and, with respect to the common stock included in the Units, the “Public Shares”), generating gross proceeds of $200,000,000, which is described in Note 3.
 
Simultaneously with the closing of the Initial Public Offering, the Company consummated the sale of 6,825,000 warrants (the “Private Placement Warrants”) at a price of $1.00 per warrant in a

private placement to Hydra LAC, LLC, an affiliate of Hydra Management, LLC (the “Hydra Sponsor”), MLCP GLL Funding LLC, an affiliate of Matthews Lane Capital Partners, LLC (the “Matthews
Lane Sponsor,” and, together with the Hydra Sponsor, the “Sponsors”), HG Vora Special Opportunities Master Fund, Ltd. (“HG Vora”) and certain members of the Company’s management team,
generating gross proceeds of $6,825,000, which is described in Note 4.

 
Following the closing of the Initial Public Offering on December 5, 2017, an amount of $200,000,000 ($10.00 per Unit) from the net proceeds of the sale of the Units in the Initial Public

Offering and the Private Placement Warrants was placed in a trust account (the “Trust Account”) and invested in U.S. government securities, within the meaning set forth in Section 2(a)(16) of the
Investment Company Act of 1940, as amended (the “Investment Company Act”), with a maturity of 180 days or less or in any open-ended investment company that holds itself out as a money market
fund selected by the Company meeting the conditions of Rule 2a-7 of the Investment Company Act, as determined by the Company, until the earlier of: (i) the consummation of a Business Combination
or (ii) the distribution of the Trust Account, as described below.

 
Transaction costs amounted to $11,548,735, consisting of $4,000,000 of underwriting fees, $7,000,000 of deferred underwriting fees and $548,735 of Initial Public Offering costs. In addition,

at December 31, 2019, cash of $1,061,151 was held outside of the Trust Account and is available for working capital purposes.
 
The Company’s management has broad discretion with respect to the specific application of the net proceeds of the Initial Public Offering and Private Placement Warrants, although

substantially all of the net proceeds are intended to be applied generally toward consummating a Business Combination. The Company’s initial Business Combination must be with one or more target
businesses that together have a fair market value equal to at least 80% of the balance in the Trust Account (excluding deferred underwriting commissions and franchise and income taxes payable on the
income earned on the Trust Account) at the time of the signing of an agreement to enter into a Business Combination. In addition, the Company’s Business Combination must be approved by HG Vora
as a condition to the Contingent Forward Purchase Contract (as described in Note 6). The Company will only complete a Business Combination if the post-Business Combination company owns or
acquires 50% or more of the outstanding voting securities of the target or otherwise acquires a controlling interest in the target sufficient for it not to be required to register as an investment company
under the Investment Company Act. There is no assurance that the Company will be able to successfully effect a Business Combination.

 
The Company will provide its stockholders with the opportunity to redeem all or a portion of their Public Shares upon the completion of a Business Combination either (i) in connection with a

stockholder meeting called to approve the Business Combination or (ii) by means of a tender offer. The decision as to whether the Company will seek stockholder approval of a Business Combination
or conduct a tender offer will be made by the Company, solely in its discretion. The stockholders will be entitled to redeem their shares for a pro rata portion of the amount then on deposit in the Trust
Account ($10.00 per share, plus any deposits made to the Trust Account in connection with extension payments and any pro rata interest earned on the funds held in the Trust Account and not
previously released to the Company to pay franchise and income taxes). The per share amount to be distributed to stockholders who redeem their shares will not be reduced by the deferred underwriting
commissions the Company will pay to the underwriters (see Note 7).
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LEISURE ACQUISITION CORP.

NOTES TO FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED DECEMBER 31, 2019 and 2018

 
The Company will proceed with a Business Combination if the Company has net tangible assets of at least $5,000,001 upon consummation of a Business Combination and, if the Company

seeks stockholder approval, a majority of the outstanding shares voted are voted in favor of the Business Combination. If a stockholder vote is not required by law and the Company does not decide to
hold a stockholder vote for business or other legal reasons, the Company will, pursuant to its Second Amended and Restated Certificate of Incorporation, conduct the redemptions pursuant to the tender
offer rules of the Securities and Exchange Commission (“SEC”), and file tender offer documents with the SEC prior to completing a Business Combination. If, however, a stockholder approval of the
transaction is required by law, or the Company decides to obtain stockholder approval for business or other legal reasons, the Company will offer to redeem shares in conjunction with a proxy
solicitation pursuant to the proxy rules and not pursuant to the tender offer rules. If the Company seeks stockholder approval in connection with a Business Combination, the Sponsors and the
Company’s other initial stockholders (collectively, the “Initial Stockholders”) have agreed to vote their Founder Shares (as defined in Note 5) and any Public Shares held by them in favor of approving a
Business Combination. Additionally, each public stockholder may elect to redeem their Public Shares irrespective of whether they vote for or against the proposed transaction.

 
Notwithstanding the foregoing, the Company’s Second Amended and Restated Certificate of Incorporation provides that a public stockholder, together with any affiliate of such stockholder or

any other person with whom such stockholder is acting in concert or as a “group” (as defined under Section 13 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”)), will be
restricted from redeeming its shares with respect to an aggregate of 20% or more of the common stock sold in the Initial Public Offering.

 
The Company has until April 5, 2020 to consummate a Business Combination

or such later date to the extent our stockholders approve an extension) (the “Combination Period”) (see “Special 2020 Extension Meeting” below). If the Company is unable to complete a Business
Combination within the Combination Period, the Company will (i) cease all operations except for the purpose of winding up, (ii) as promptly as reasonably possible but no more than ten business days
thereafter, redeem 100% of the outstanding Public Shares, at a per-share price, payable in cash, equal to the aggregate amount then on deposit in the Trust Account, including interest earned and not
previously released to pay franchise and income taxes (less up to $75,000 of interest to pay dissolution expenses), divided by the number of then outstanding Public Shares, which redemption will
completely extinguish public stockholders’ rights as stockholders (including the right to receive further liquidation distributions, if any), subject to applicable law, and (iii) as promptly as reasonably
possible following such redemption, subject to the approval of the remaining stockholders and the Company’s board of directors, proceed to commence a voluntary liquidation and thereby a formal
dissolution of the Company, subject in each case to its obligations to provide for claims of creditors and the requirements of applicable law. The underwriter has agreed to waive its rights to the deferred
underwriting commission held in the Trust Account in the event the Company does not complete a Business Combination within the Combination Period and, in such event, such amounts will be
included with the funds held in the Trust Account that will be available to fund the redemption of the Company’s Public Shares. In the event of such distribution, it is possible that the per share value of
the assets remaining available for distribution (including Trust Account assets) will be less than the $10.00 per Unit in the Initial Public Offering.

 
On November 26, 2019, the Company held a special meeting pursuant to which the Company’s stockholders approved extending the Combination Period from December 5, 2019 to April 5,

2020 (the “Extended Date”). In connection with the approval of the extension, stockholders elected to redeem an aggregate of 1,123,749 shares of the Company’s common stock. As a result, an
aggregate of approximately $11,583,473 (or approximately $10.31 per share) was released from the Company’s Trust Account to pay such stockholders and 18,876,251 shares of common stock are now
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issued and outstanding.
 
The Company agreed to contribute (the “Contribution”) $0.03 for each share of the Company’s common stock that did not redeem in connection with the extension for each monthly period or

portion thereof that is needed to complete a Business Combination (commencing on December 6, 2019 and on the 6  day of each subsequent month through the Extended Date).
 

On each of December 5, 2019, January 3, 2020, February 4, 2020 and March 4, 2020, the Company made a Contribution of $0.03 for each of the public shares outstanding, for an aggregate
Contribution of $2,265,151, of which $566,288 was made as of December 31, 2019, which amounts were deposited into the Trust Account.
 

On December 5, 2019, the Company entered into an expense advancement agreement (the “GTWY Expense Advance Agreement”) with an affiliate of GTWY Holdings (“Potential Target”),
pursuant to which the Potential Target committed to provide $566,288 to fund contributions to the Trust Account. The Company drew down the full amount under the GTWY Expense Advance
Agreement to fund the required Contribution to the Trust Account for the period December 6, 2019 to January 5, 2020 by issuing an unsecured promissory note to the Potential Target (see Note 5).

 
The Initial Stockholders have agreed to (i) waive their redemption rights with respect to their Founder Shares and Public Shares in connection with the completion of a Business Combination,

(ii) to waive their rights to liquidating distributions from the Trust Account with respect to their Founder Shares if the Company fails to complete a Business Combination within the Combination Period
and (iii) not to propose an amendment to the Company’s Second Amended and Restated Certificate of Incorporation that would affect the substance or timing of the Company’s obligation to redeem
100% of its Public Shares if the Company does not complete a Business Combination, unless the Company provides the public stockholders with the opportunity to redeem their shares in conjunction
with any such amendment. However, the Initial Stockholders will be entitled to liquidating distributions with respect to any Public Shares acquired if the Company fails to consummate a Business
Combination or liquidates within the Combination Period.
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In order to protect the amounts held in the Trust Account, the Sponsors have agreed to be liable to the Company if and to the extent any claims by a vendor for services rendered or products

sold to the Company, or a prospective target business with which the Company has discussed entering into a transaction agreement, reduce the amount of funds in the Trust Account to below the lesser
of (i) $10.00 per Public Share or (ii) such lesser amount per share held in the Trust Account as of the date of the liquidation of the Trust Account due to reductions in the value of the trust assets. This
liability will not apply with respect to any claims by a third party who executed a waiver of any right, title, interest or claim of any kind in or to any monies held in the Trust Account or to any claims
under the Company’s indemnity of the underwriters of the Initial Public Offering against certain liabilities, including liabilities under the Securities Act of 1933, as amended (the “Securities Act”).
Moreover, in the event that an executed waiver is deemed to be unenforceable against a third party, the Sponsors will not be responsible to the extent of any liability for such third party claims. The
Company will seek to reduce the possibility that the Sponsors will have to indemnify the Trust Account due to claims of creditors by endeavoring to have all vendors, service providers, prospective
target businesses or other entities with which the Company does business, execute agreements with the Company waiving any right, title, interest or claim of any kind in or to monies held in the Trust
Account.
 

Special 2020 Extension Meeting
 

The Company has scheduled a special meeting of stockholders for March 26, 2020, pursuant to which it will seek stockholder approval to extend the Combination Period from April 5, 2020 to
June 30, 2020 (the “Second Extension Meeting”). The public stockholders will be able to elect to redeem their shares in connection with the Second Extension Meeting for a pro rata portion of the
amount then on deposit in the Trust Account ($10.00 per share, plus any deposits made into the Trust Account for extension payments and any pro rata interest earned on the funds held in the Trust
Account and not previously released to the Company to pay franchise and income taxes). If the Company does not obtain stockholder approval and is unable to complete the Transaction by April 5,
2020, the Company would wind up it’s affairs and liquidate.
 

Liquidity 
 

The Company has principally financed its operations from inception using proceeds from the sale of its equity securities to its shareholders prior to the Initial Public Offering and such amount
of proceeds from the sale of the Private Placement Warrants and the Initial Public Offering that were placed in an account outside of the Trust Account for working capital purposes. As of December 31,
2019, the Company had $1,061,151 in its operating bank accounts, $195,312,177 in securities held in the Trust Account to be used for a Business Combination or to repurchase or redeem its common
stock in connection therewith and working capital deficit of $1,669,844, which excludes $138,571 of prepaid income taxes and $40,050 of franchise and income taxes payable that will be paid from
interest earned on the Trust Account. On January 15, 2020, the Company issued unsecured promissory notes (the “Promissory Notes”) for an aggregate amount of $1,000,000 to its Sponsors and HG
Vora. The Company may use the funds received fund its working capital requirements and to fund required Contributions to its Trust Account in connection with the extension of the date by which the
Company must complete its Business Combination. Based on the foregoing, the Company believes it will have sufficient cash to meet its needs through the earlier of consummation of a Business
Combination or April 5, 2020, the date that the Company will be required to cease all operations except for the purpose of winding up, if a Business Combination is not consummated (see Note 7).
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 

Basis of presentation
 

The accompanying financial statements are presented in conformity with accounting principles generally accepted in the United States of America (“GAAP”) and pursuant to the rules and
regulations of the SEC.
 

Emerging growth company
 

The Company is an “emerging growth company,” as defined in Section 2(a) of the Securities Act, as modified by the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”), and it may
take advantage of certain exemptions from various reporting requirements that are applicable to other public companies that are not emerging growth companies including, but not limited to, not being
required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding executive compensation in its periodic reports and proxy
statements, and exemptions from the requirements of holding a nonbinding advisory vote on executive compensation and stockholder approval of any golden parachute payments not previously
approved.
 

Further, Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply with new or revised financial accounting standards until private companies
(that is, those that have not had a Securities Act registration statement declared effective or do not have a class of securities registered under the Exchange Act) are required to comply with the new or
revised financial accounting standards. The JOBS Act provides that a company can elect to opt out of the extended transition period and comply with the requirements that apply to non-emerging
growth companies but any such election to opt out is irrevocable. The Company has elected not to opt out of such extended transition period, which means that when a standard is issued or revised and
it has different application dates for public or private companies, the Company, as an emerging growth company, can adopt the new or revised standard at the time private companies adopt the new or
revised standard. This may make comparison of the Company’s financial statements with another public company, which is neither an emerging growth company nor an emerging growth company
which has opted out of using the extended transition period difficult or impossible because of the potential differences in accounting standards used.
 

th
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NOTES TO FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED DECEMBER 31, 2019 and 2018

 
Use of estimates
 

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.

 
Making estimates requires management to exercise significant judgment. It is at least reasonably possible that the estimate of the effect of a condition, situation or set of circumstances that

existed at the date of the financial statements, which management considered in formulating its estimate, could change in the near term due to one or more future events. Accordingly, the actual results
could differ significantly from the Company’s estimates.

 
Cash and cash equivalents
 

The Company considers all short-term investments with an original maturity of three months or less, when purchased, to be cash equivalents. The Company did not have any cash equivalents
as of December 31, 2019 and 2018.

 
Marketable securities held in Trust Account
 

At December 31, 2019 and 2018, the assets held in the Trust Account were substantially held in U.S. Treasury Bills. During the year ended December 31, 2019 and 2018, the Company
withdrew $836,205 and $838,587 of interest income from the Trust Account to pay franchise and income taxes.

 
Common stock subject to possible redemption
 

The Company accounts for its common stock subject to possible redemption in accordance with the guidance in Accounting Standards Codification (“ASC”) Topic 480 “Distinguishing
Liabilities from Equity.” Common stock subject to mandatory redemption is classified as a liability instrument and is measured at fair value. Conditionally redeemable common stock (including
common stock that feature redemption rights that are either within the control of the holder or subject to redemption upon the occurrence of uncertain events not solely within the Company’s control) is
classified as temporary equity. At all other times, common stock is classified as stockholders’ equity. The Company’s common stock features certain redemption rights that are considered to be outside
of the Company’s control and subject to occurrence of uncertain future events. Accordingly, common stock subject to possible redemption is presented at redemption value as temporary equity, outside
of the stockholders’ equity section of the Company’s balance sheets. 

 
Income taxes
 

The Company complies with the accounting and reporting requirements of Accounting Standards Codification (“ASC”) Topic 740 “Income Taxes,” which requires an asset and liability
approach to financial accounting and reporting for income taxes. Deferred income tax assets and liabilities are computed for differences between the financial statement and tax bases of assets and
liabilities that will result in future taxable or deductible amounts, based on enacted tax laws and rates applicable to the periods in which the differences are expected to affect taxable income. Valuation
allowances are established, when necessary, to reduce deferred tax assets to the amount expected to be realized.

 
ASC Topic 740 prescribes a recognition threshold and a measurement attribute for the financial statement recognition and measurement of tax positions taken or expected to be taken in a tax

return. For those benefits to be recognized, a tax position must be more-likely-than-not to be sustained upon examination by taxing authorities. The Company recognizes accrued interest and penalties
related to unrecognized tax benefits as income tax expense. There were no unrecognized tax benefits and no amounts accrued for interest and penalties as of December 31, 2019 and 2018. The
Company is currently not aware of any issues under review that could result in significant payments, accruals or material deviation from its position.

 
The Company may be subject to potential examination by federal, state and city taxing authorities in the areas of income taxes. These potential examinations may include questioning the

timing and amount of deductions, the nexus of income among various tax jurisdictions and compliance with federal, state and city tax laws. The Company’s management does not expect that the total
amount of unrecognized tax benefits will materially change over the next twelve months.

 
Net loss per common share
 

Net loss per common share is computed by dividing net loss by the weighted average number of common shares outstanding for the period. The Company applies the two-class method in
calculating earnings per share. Shares of common stock subject to possible redemption at December 31, 2019 and 2018, which are not currently redeemable and are not redeemable at fair value, have
been excluded from the calculation of basic loss per share since such shares, if redeemed, only participate in their pro rata share of the Trust Account earnings. The Company has not considered the
effect of warrants sold in the Initial Public Offering and private placement to purchase 16,825,000 shares of common stock in the calculation of diluted loss per share, since the exercise of the warrants
is contingent upon the occurrence of future events. As a result, diluted loss per common share is the same as basic loss per common share for the periods.
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Reconciliation of net loss per common share
 

The Company’s net income is adjusted for the portion of income that is attributable to common stock subject to redemption, as these shares only participate in the earnings of the Trust Account
and not the income or losses of the Company. Accordingly, basic and diluted loss per common share is calculated as follows:

 

  
Year Ended  

December 31,   
Year Ended 

December 31,  
  2019   2018  

Net income  $ 365,954   $ 2,122,033  
Less: Income
attributable to
common stock
subject to possible
redemption   (3,239,823 )   (3,464,722 )

Adjusted net loss   (2,873,869 )   (1,342,689 )

        
Weighted average
common shares
outstanding, basic
and diluted   6,081,996    6,002,703  
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Basic and diluted net
loss per common
share  $ (0.47 )  $ (0.22 )

 
Concentration of credit risk
 

Financial instruments that potentially subject the Company to concentration of credit risk consist of a cash account in a financial institution, which, at times may exceed the federal depository
insurance coverage of $250,000. The Company had not experienced losses on this account and management believes the Company is not exposed to significant risks on such account.

 
Fair value of financial instruments
 

The fair value of the Company’s assets and liabilities, which qualify as financial instruments under ASC Topic 820, “Fair Value Measurements and Disclosures” (“ASC 820”), approximates the
carrying amounts represented in the accompanying balance sheets, primarily due to their short-term nature.

 
Recently issued accounting standards
 

Management does not believe that any recently issued, but not yet effective, accounting pronouncements, if currently adopted, would have a material effect on the Company’s financial
statements.

 
3. INITIAL PUBLIC OFFERING
 

Pursuant to the Initial Public Offering, the Company sold 20,000,000 Units at a purchase price of $10.00 per Unit. Each Unit consists of one share of common stock, and one-half of one
warrant (“Public Warrant”). Each whole Public Warrant entitles the holder to purchase one share of common stock at an exercise price of $11.50 (see Note 7).

 
4. PRIVATE PLACEMENT
 

Simultaneously with the closing of the Initial Public Offering, affiliates of the Hydra Sponsor and Matthews Lane Sponsor, HG Vora and certain members of management purchased an
aggregate of 6,825,000 Private Placement Warrants at $1.00 per Private Placement Warrant, for an aggregate purchase price of $6,825,000. Each Private Placement Warrant entitles the holder to
purchase one share of common stock at an exercise price of $11.50. The proceeds from the Private Placement Warrants were added to the proceeds from the Initial Public Offering held in the Trust
Account. If the Company does not complete a Business Combination within the Combination Period, the proceeds of the sale of the Private Placement Warrants will be used to fund the redemption of
the Public Shares (subject to the requirements of applicable law) and the Private Placement Warrants will expire worthless. There will be no redemption rights or liquidating distributions from the Trust
Account with respect to the Private Placement Warrants.

 
The Private Placement Warrants are identical to the Public Warrants underlying the Units sold in the Initial Public Offering, except that the Private Placement Warrants and the common stock

issuable upon the exercise of the Private Placement Warrants are not transferable, assignable or salable until 30 days after the completion of a Business Combination, subject to certain limited
exceptions. Additionally, the Private Placement Warrants are exercisable on a cashless basis and are non-redeemable so long as they are held by the initial purchasers or their permitted transferees. If the
Private Placement Warrants are held by someone other than the initial purchasers or their permitted transferees, the Private Placement Warrants will be redeemable by the Company and exercisable by
such holders on the same basis as the Public Warrants.
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5. RELATED PARTY TRANSACTIONS
 
Founder Shares
 

On September 11, 2017, the Company issued an aggregate of 7,187,500 shares of common stock to the Initial Stockholders (“Founder Shares”) for an aggregate purchase price of $25,000. On
December 5, 2017, certain of the Initial Stockholders surrendered and returned to the Company, for nil consideration, an aggregate of 1,437,500 Founder Shares, which were cancelled, leaving an
aggregate of 5,750,000 Founder Shares outstanding. The 5,750,000 Founder Shares included an aggregate of up to 750,000 shares subject to forfeiture by the Initial Stockholders to the extent that the
underwriters’ over-allotment was not exercised in full or in part, so that the Initial Stockholders would own 20% of the Company’s issued and outstanding shares after the Initial Public Offering
(assuming the Initial Stockholders do not purchase any Public Shares in the Initial Public Offering). The underwriters’ election to exercise their over-allotment option expired unexercised on January 15,
2018 and, as a result, 750,000 Founder Shares were forfeited, resulting in 5,000,000 Founder Shares outstanding as of January 15, 2018.

 
The Initial Stockholders have agreed, subject to certain exceptions, not to transfer, assign or sell any of the Founder Shares until the earlier of (i) one year after the date of the completion of a

Business Combination, or (ii) the date on which the last sales price of the Company’s common stock equals or exceeds $12.00 per share (as adjusted for stock splits, stock dividends, reorganizations and
recapitalizations) for any 20 trading days within any 30-trading day period commencing 150 days after a Business Combination, or earlier, in each case, if subsequent to a Business Combination, the
Company completes a subsequent liquidation, merger, stock exchange, or other similar transaction which results in all of the Company’s stockholders having the right to exchange their common stock
for cash, securities or other property.

 
Administrative Services Agreement
 

The Company entered into an agreement whereby, commencing on December 1, 2017 through the earlier of the completion of a Business Combination or the Company’s liquidation, the
Company will pay Hydra Management, LLC a monthly fee of up to $10,000 for office space, utilities and secretarial and administrative support. For each of the years ended December 31, 2019 and
2018, the Company incurred $120,000 in fees for these services. As of December 31, 2019 and 2018, $17,000 and $6,000, respectively, is included in accounts payable and accrued expenses in the
accompanying balance sheets.
 
Promissory Note
 

On December 5, 2019, the Company entered into the GTWY Expense Advance Agreement, pursuant to which the Potential Target committed to provide $566,288 to fund contributions to the
Trust Account. The Company drew down the full amount under the GTWY Expense Advance Agreement to fund the required Contribution to the Trust Account for the period December 6, 2019 to
January 5, 2020 by issuing an unsecured promissory note (the “Note”) to the Potential Target. The Note does not bear interest. If the Company completes an initial Business Combination, the Company
would repay the Note out of the proceeds of the Trust Account released to the Company. Otherwise, amounts borrowed under the Note would be repaid only out of funds held by the Company outside
the Trust Account. At December 31, 2019, there was $566,268 outstanding under the Note.
 
Related Party Loans
 

In order to fund working capital deficiencies or finance transaction costs in connection with a Business Combination, the Hydra Sponsor, an affiliate of the Matthews Lane Sponsor and HG
Vora (the “Funding Parties”) have agreed to loan up to an aggregate of $1,000,000, in accordance with unsecured promissory notes to be issued to the Funding Parties (see below), pursuant to an
expense advance agreement dated December 1, 2017, to be provided to the Company and from which the Company may draw down from time to time in the event that funds held outside of the Trust
Account are insufficient to fund the Company’s expenses and other working capital requirements after the Initial Public Offering and prior to a Business Combination and the Funding Parties may, but
are not obligated to, loan the Company additional funds from time to time or at any time, as may be required (“Working Capital Loans”). The Working Capital Loans would either be paid upon
completion of a Business Combination, without interest, or, at the holder’s discretion, up to $1,000,000 of the Working Capital Loans may be converted into warrants at a price of $1.00 per warrant. The
warrants would be identical to the Private Placement Warrants. In the event that a Business Combination does not close, the Company may use a portion of the proceeds held outside the Trust Account
to repay the Working Capital Loans, but no proceeds held in the Trust Account would be used to repay the Working Capital Loans.
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On January 15, 2020, the Company issued the Promissory Notes to the Sponsors and HG Vora. The Promissory Notes are non-interest bearing. The funds received may be used by the
Company to fund the working capital requirements and to fund required Contributions to the Trust Account in connection with the previously approved Extended Date. In the event that the Company is
unable to complete an initial Business Combination, the Company may use a portion of the working capital held outside its Trust Account to repay such loaned amounts but no proceeds from the Trust
Account would be used for such repayment. The loans are convertible into warrants to purchase shares of common stock, at a price of $1.00 per warrant, at the option of the Sponsors and HG Vora. The
warrants would be identical to the Private Placement Warrants.
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NOTES TO FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED DECEMBER 31, 2019 and 2018

 
6. COMMITMENTS
 
Registration Rights
 

Pursuant to a registration rights agreement entered into on December 1, 2017, the holders of the Founder Shares, Private Placement Warrants (and their underlying securities), Private
Placement Units (and their underlying securities) (as defined below) and any warrants that may be issued upon conversion of the Working Capital Loans (and their underlying securities) are entitled to
registration rights. The holders of these securities are entitled to make up to two demands, excluding short form demands, that the Company register such securities. In addition, the holders have certain
“piggy-back” registration rights with respect to registration statements filed subsequent to the completion of a Business Combination and rights to require the Company to register for resale such
securities pursuant to Rule 415 under the Securities Act. However, the registration rights agreement provides that the Company will not permit any registration statement filed under the Securities Act to
become effective until termination of the applicable lock-up period. The Company will bear the expenses incurred in connection with the filing of any such registration statements.

  
Underwriters Agreement
 

The underwriters of the Initial Public Offering are entitled to a deferred fee of three and one-half percent (3.5%) of the gross proceeds of the Initial Public Offering, or $7,000,000. Up to $0.05
per Unit (or up to $1,000,000) of the deferred fee may be paid to third parties (who are members of FINRA) that assist the Company in consummating its initial Business Combination. The election to
make such payments to third parties will be solely at the discretion of the Company’s management team, and such third parties will be selected by the management team in their sole and absolute
discretion. The deferred fee will be paid in cash upon the closing of a Business Combination from the amounts held in the Trust Account, subject to the terms of the underwriting agreement.

 
Contingent Forward Purchase Contract
 

On December 1, 2017, the strategic investor entered into a contingent forward purchase contract (the “Contingent Forward Purchase Contract”) with the Company to purchase, in a private
placement for gross proceeds of approximately $62,500,000 to occur concurrently with the consummation of the Business Combination, 6,250,000 Units on substantially the same terms as the sale of
Units in the Initial Public Offering at $10.00 per Unit. On December 27, 2019, the Contingent Forward Purchase Contract was amended to provide that the Contingent Forward Purchase Contract will
terminate effective upon the closing in connection with the proposed business combination with GTWY Holdings. As part of the Transaction (as defined below), on December 27, 2019, the strategic
investor entered into the Strategic Investor Subscription Agreement, in similar form to and to replace the Contingent Forward Purchase Contract, with GTWY Holdings pursuant to which, among other
things the strategic investor agreed to purchase 3,000,000 units of GTWY Holdings’ equity securities (with each unit consisting of one GTWY Holdings Share and one-half of one GTWY Holdings
Warrant) for a purchase price of $10.00 per unit.
 
Service Provider Agreement

 
From time to time the Company has entered into and may enter into agreements with various services providers and advisors, including investment banks, to help us identify

targets, negotiate terms of potential Business Combinations, consummate a Business Combination and/or provide other services. In connection with these agreements, the Company may be required to
pay such service providers and advisors fees in connection with their services to the extent that certain conditions, including the closing of a potential Business Combination, are met. If a Business
Combination does not occur, the Company would not expect to be required to pay these contingent fees. There can be no assurance that the Company will complete a Business Combination.
 
Merger Agreement
 

On December 27, 2019, the Company entered into an Agreement and Plan of Merger (the “Merger Agreement”), with GTWY Holdings and GTWY Merger Sub Corp., a Delaware corporation
and wholly owned subsidiary of GTWY Holdings (“Merger Sub”), relating to a proposed business combination transaction. Pursuant to the Merger Agreement, Merger Sub will merge with and into the
Company, with the Company surviving such merger as a wholly owned subsidiary of GTWY Holdings and the stockholders of the Company becoming stockholders of the GTWY Holdings (the
“Merger”).

 
GTWY Holdings’ stockholders as of immediately prior to the Arrangement Effective Time (as defined in the Merger Agreement) will be entitled to receive a cash distribution in an aggregate

amount equal to GTWY Pre-Closing Distribution Amount (as defined in the Merger Agreement). In addition, GTWY Holdings’ issued and outstanding share capital as of immediately prior to the
Arrangement Effective Time, which is expected to have an aggregate value of approximately $222,917,162 (subject to certain adjustments for transaction expenses and deduction of GTWY Pre-Closing
Distribution Amount, as further described in the Merger Agreement), will, at the closing of the transactions contemplated by the Merger Agreement (collectively, the “Transaction”), be converted into a
number of common shares of GTWY Holdings calculated based on a reference price of $10.00 per share, and retained by GTWY’s existing stockholders.

 
The Transaction will be consummated subject to the deliverables and provisions as further described in the Merger Agreement.
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NOTES TO FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED DECEMBER 31, 2019 and 2018

 
7. STOCKHOLDERS’ EQUITY
 

Preferred Stock — The Company is authorized to issue 1,000,000 shares of preferred stock with a par value of $0.0001 per share with such designation, rights and preferences as may be
determined from time to time by the Company’s Board of Directors. As of December 31, 2019 and 2018, there were no shares of preferred stock issued or outstanding.

 
Common Stock — The Company is authorized to issue 100,000,000 shares of common stock with a par value of $0.0001 per share. Holders of the Company’s common stock are entitled to one

vote for each share. The underwriters’ election to exercise their over-allotment option expired unexercised on January 15, 2018 and, as a result, 750,000 Founder Shares were forfeited. At December 31,
2019 and 2018, there were 6,375,178 and 6,039,072 shares of common stock issued and outstanding, respectively, excluding 17,501,073 and 18,960,928 shares of common stock subject to possible
redemption, respectively.

 
Warrants — Public Warrants may only be exercised for a whole number of shares. No fractional shares will be issued upon exercise of the Public Warrants. The Public Warrants will become

exercisable on the later of (a) 30 days after the completion of a Business Combination and (b) 12 months from the closing of the Initial Public Offering; provided in each case that the Company has an
effective registration statement under the Securities Act covering the shares of common stock issuable upon exercise of the Public Warrants and a current prospectus relating to them is available. The
Company has agreed that as soon as practicable, but in no event later than 15 business days after the closing of a Business Combination, the Company will use its best efforts to file with the SEC a
registration statement for the registration, under the Securities Act, of the shares of common stock issuable upon exercise of the Public Warrants. The Company will use its best efforts to cause the same
to become effective and to maintain the effectiveness of such registration statement, and a current prospectus relating thereto, until the expiration of the Public Warrants in accordance with the
provisions of the warrant agreement. If any such registration statement has not been declared effective by the 60  business day following the closing of the Business Combination, holders of the Public
Warrants shall have the right, during the period beginning on the 61  business day after the closing of the Business Combination and ending upon such registration statement being declared effective by
the SEC, and during any other period when the Company shall fail to have maintained an effective registration statement covering the shares of common stock issuable upon exercise of the Public

th
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Warrants, to exercise such Public Warrants on a “cashless basis.” Notwithstanding the above, if the Company’s common stock is at the time of any exercise of a Public Warrant not listed on a national
securities exchange such that it satisfies the definition of a “covered security” under Section 18(b)(1) of the Securities Act, the Company may, at its option, require holders of Public Warrants who
exercise their warrants to do so on a “cashless basis” in accordance with Section 3(a)(9) of the Securities Act and, in the event the Company so elects, the Company will not be required to file or
maintain in effect a registration statement, but will be required to use its best efforts to register or qualify the shares under applicable blue sky laws to the extent an exemption is not available. The
Public Warrants will expire five years after the completion of a Business Combination or earlier upon redemption or liquidation.

 
The Company may redeem the Public Warrants:
 

 ● in whole and not in part;
 ● at a price of $0.01 per warrant;
 ● at any time during the exercise period;
 ● upon a minimum of 30 days’ prior written notice of redemption;
 ● if, and only if, the last sale price of the Company’s common stock equals or exceeds $18.00 per share for any 20 trading days within a 30-trading day period ending on the third business

day prior to the date on which the Company sends the notice of redemption to the warrant holders; and
 ● if, and only if, there is a current registration statement in effect with respect to the shares of common stock underlying such warrants.

 
If the Company calls the Public Warrants for redemption, management will have the option to require all holders that wish to exercise the Public Warrants to do so on a “cashless basis,” as

described in the warrant agreement.
 
The exercise price and number of shares of common stock issuable upon exercise of the warrants may be adjusted in certain circumstances including in the event of a stock dividend, or

recapitalization, reorganization, merger or consolidation. However, the warrants will not be adjusted for issuance of common stock at a price below its exercise price. Additionally, in no event will the
Company be required to net cash settle the warrants. If the Company is unable to complete a Business Combination within the Combination Period and the Company liquidates the funds held in the
Trust Account, holders of warrants will not receive any of such funds with respect to their warrants, nor will they receive any distribution from the Company’s assets held outside of the Trust Account
with the respect to such warrants. Accordingly, the warrants may expire worthless.
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FOR THE PERIOD ENDED DECEMBER 31, 2019 and 2018

 
8. INCOME TAX
 

The Company’s net deferred tax assets are as follows:
 

  
December 31, 

2019   
December 31,  

2018  
Deferred tax liability         
Unrealized gain on
marketable securities  $        —   $ (1,764 )

Total deferred tax
liability   —    (1,764 )

        
Valuation allowance   —    —  
Deferred tax liability,
net of allowance  $ —   $ (1,764 )

 
The income tax provision consists of the following:
 

  

Year Ended
December 31,  

2019   

Year Ended 
December 31, 

2018  
Federal       

Current  $ 556,964   $ 552,152  
Deferred   (1,764 )   9,797  

        
State         
Current  $ —   $ —  
Deferred   —    —  
Change in valuation
allowance   —    (8,033 )

Income tax provision  $ 555,200   $ 553,916  

  
In assessing the realization of the deferred tax assets, management considers whether it is more likely than not that some portion of all of the deferred tax assets will not be realized. The

ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in which temporary differences representing net future deductible amounts
become deductible. Management considers the scheduled reversal of deferred tax liabilities, projected future taxable income and tax planning strategies in making this assessment. For the years ended
December 31, 2019 and 2018, the change in the valuation allowance was $-0- and $8,033, respectively.
 

A reconciliation of the federal income tax rate to the Company’s effective tax rate at December 31, 2019 and 2018 is as follows:
 

  2019   2018  
Statutory federal
income tax rate   21.0%   21.0%
True-ups   0.7%   0.0%
Business
combination
expenses   38.5%   0.0%
Change in valuation
allowance   0.0%   (0.3 )%
Income tax provision   60.2%   20.7%

 
The Company files income tax returns in the U.S. federal jurisdiction and in various state and local jurisdictions and is subject to examination by the various taxing authorities. The Company’s

tax returns since inception remain open and subject to examination. The Company considers New York to be a significant state tax jurisdiction.  
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LEISURE ACQUISITION CORP.

NOTES TO FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED DECEMBER 31, 2019 and 2018

 
9. FAIR VALUE MEASUREMENTS 
 

The Company follows the guidance in ASC 820 for its financial assets and liabilities that are re-measured and reported at fair value at each reporting period, and non-financial assets and
liabilities that are re-measured and reported at fair value at least annually.

 
The fair value of the Company’s financial assets and liabilities reflects management’s estimate of amounts that the Company would have received in connection with the sale of the assets or

paid in connection with the transfer of the liabilities in an orderly transaction between market participants at the measurement date. In connection with measuring the fair value of its assets and
liabilities, the Company seeks to maximize the use of observable inputs (market data obtained from independent sources) and to minimize the use of unobservable inputs (internal assumptions about
how market participants would price assets and liabilities). The following fair value hierarchy is used to classify assets and liabilities based on the observable inputs and unobservable inputs used in
order to value the assets and liabilities:

 
 Level 1: Quoted prices in active markets for identical assets or liabilities. An active market for an asset or liability is a market in which transactions for the asset or liability occur with

sufficient frequency and volume to provide pricing information on an ongoing basis.
 
 Level 2: Observable inputs other than Level 1 inputs. Examples of Level 2 inputs include quoted prices in active markets for similar assets or liabilities and quoted prices for identical assets or

liabilities in markets that are not active.
   
 Level 3: Unobservable inputs based on our assessment of the assumptions that market participants would use in pricing the asset or liability.

 
The following table presents information about the Company’s assets that are measured at fair value on a recurring basis at December 31, 2019 and 2018, and indicates the fair value hierarchy

of the valuation inputs the Company utilized to determine such fair value:
 

Description  Level  
December 31, 

2019   
December 31, 

2018  
Assets:         
Cash and
marketable
securities held in
Trust Account  1  $ 195,312,177   $ 202,915,739  
 
10. SUBSEQUENT EVENTS
  

The Company evaluates subsequent events and transactions that occur after the balance sheet date up to the date that the financial statements were issued. Other than as described in these
financial statements, the Company did not identify any subsequent events that would have required adjustment or disclosure in the financial statements.
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(3) Exhibits.
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2.1†  Agreement and Plan of Merger, dated December 27, 2019, by and among Leisure Acquisition Corp., GTWY Holdings Limited and GTWY Merger Sub Corp. (1)
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3.1(a)  Second Amended and Restated Certificate of Incorporation (2) (https://sec.report/Document/1716947/000114420417062416/tv480817_ex3-1.htm)
3.1(b)  Amendment to Second Amended and Restated Certificate of Incorporation (3) (https://sec.report/Document/1716947/000121390019025565/f8k120519ex3-1_leisure.htm)
3.2  Bylaws (4) (https://sec.report/Document/1716947/000114420417056172/tv478082_ex3-3.htm)
4.1  Specimen Unit Certificate (4) (https://sec.report/Document/1716947/000114420417056172/tv478082_ex4-1.htm)
4.2  Specimen Common Stock Certificate (4) (https://sec.report/Document/1716947/000114420417056172/tv478082_ex4-2.htm)
4.3  Specimen Warrant Certificate (4) (https://sec.report/Document/1716947/000114420417056172/tv478082_ex4-3.htm)
4.4  Warrant Agreement, dated December 1, 2017, between the Company and Continental Stock Transfer & Trust Company (4)

(https://sec.report/Document/1716947/000114420417056172/tv478082_ex4-4.htm)
4.5*  Description of Registrant’s Securities (https://sec.report/Document/0001213900-20-005867/#f10k2019ex4-5_leisureacqu.htm)

10.1(a)  Investment Management Trust Agreement, dated December 1, 2017, between the Company and Continental Stock Transfer & Trust Company (2)
(https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-1.htm)

10.1(b)*  Amendment to Investment Management Trust Agreement, dated December 5, 2019 (https://sec.report/Document/0001213900-20-005867/#f10k2019ex10-1b_leisureacqu.htm)
10.2  Registration Rights Agreement, dated December 1, 2017, among the Company and certain security holders (2)

(https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-2.htm)
10.3  Warrant Purchase Agreement, dated December 1, 2017, between the Company and certain security holders (2)

(https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-3.htm)
10.4  Administrative Services Agreement, dated December 1, 2017, between the Company and Hydra Management, LLC (2)

(https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-4.htm)
10.5(a)  Expense Advancement Agreement, dated December 1, 2017, between the Company, HG Vora Special Opportunities Master Fund, Ltd., Hydra Management, LLC and Matthews

Lane Capital Partners LLC (2) (https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-5.htm)
10.5(b)  Form of Promissory Note relating to Expense Advancement Agreement (5) (https://sec.report/Document/1716947/000121390020001300/f8k011520ex10-1_leisureacq.htm)
10.6(a)  Letter Agreement, dated December 1, 2017, among the Company, its officers, directors and security holders (1)

(https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-6.htm)
10.6(b)*  Amendment to Letter Agreement, dated December 5, 2019 (https://sec.report/Document/0001213900-20-005867/#f10k2019ex10-6b_leisureacqu.htm)
10.7(a)  Contingent Forward Purchase Contract, dated December 1, 2017, between the Company and HG Vora Special Opportunities Master Fund, Ltd (2)

(https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-7.htm)
10.7(b)  Amendment to Contingent Forward Purchase Contract, dated December 27, 2019 (1) (https://sec.report/Document/1716947/000121390019027232/f8k122719ex10-

4_leisureacq.htm)
10.8  Form of Director and Officer Indemnity Agreement (2) (https://sec.report/Document/1716947/000114420417056172/tv478082_ex10-8.htm)
10.9  Securities Subscription Agreement, dated September 11, 2017, between the Registrant and HG Vora Special Opportunities Master Fund, Ltd (2)

(https://sec.report/Document/1716947/000114420417056172/tv478082_ex10-4.htm)
10.10  Securities Subscription Agreement, dated September 11, 2017, between the Registrant and Hydra Management, LLC (2)

(https://sec.report/Document/1716947/000114420417056172/tv478082_ex10-5.htm)
10.11  Securities Subscription Agreement, dated September 11, 2017, between the Registrant and Matthews Lane Capital Partners LLC (2)

(https://sec.report/Document/1716947/000114420417056172/tv478082_ex10-6.htm)
10.12*  Expense Advance Agreement, dated December 5, 2019, between the Company and GTWY Holdings Limited. (https://sec.report/Document/0001213900-20-

005867/#f10k2019ex10-12_leisureacqu.htm)
10.13  Shareholders’ Agreement, dated December 27, 2019, by and among GTWY Holdings Limited, The Catalyst Capital Group Inc., Catalyst Fund II Parallel Limited Partnership,

Catalyst Fund Limited Partnership II, Catalyst Fund Limited Partnership III, Gabriel de Alba, MLCP GLL Funding LLC, Matthews Lane Capital Partners LLC, A. Lorne Weil and
Hydra LAC, LLC. (1) (https://sec.report/Document/1716947/000121390019027232/f8k122719ex10-1_leisureacq.htm)

10.14  Voting and Support Agreement, dated December 27, 2019, by and among Leisure Acquisition Corp., The Catalyst Capital Group Inc., Catalyst Fund II Parallel Limited Partnership,
Catalyst Fund Limited Partnership II and Catalyst Fund Limited Partnership III (1) (https://sec.report/Document/1716947/000121390019027232/f8k122719ex10-2_leisureacq.htm)

1767

1790

https://sec.report/Document/1716947/000121390019027232/f8k122719ex2-1_leisureacq.htm
https://sec.report/Document/1716947/000114420417062416/tv480817_ex3-1.htm
https://sec.report/Document/1716947/000121390019025565/f8k120519ex3-1_leisure.htm
https://sec.report/Document/1716947/000114420417056172/tv478082_ex3-3.htm
https://sec.report/Document/1716947/000114420417056172/tv478082_ex4-1.htm
https://sec.report/Document/1716947/000114420417056172/tv478082_ex4-2.htm
https://sec.report/Document/1716947/000114420417056172/tv478082_ex4-3.htm
https://sec.report/Document/1716947/000114420417056172/tv478082_ex4-4.htm
https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-1.htm
https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-2.htm
https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-3.htm
https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-4.htm
https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-5.htm
https://sec.report/Document/1716947/000121390020001300/f8k011520ex10-1_leisureacq.htm
https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-6.htm
https://sec.report/Document/1716947/000114420417062416/tv480817_ex10-7.htm
https://sec.report/Document/1716947/000121390019027232/f8k122719ex10-4_leisureacq.htm
https://sec.report/Document/1716947/000114420417056172/tv478082_ex10-8.htm
https://sec.report/Document/1716947/000114420417056172/tv478082_ex10-4.htm
https://sec.report/Document/1716947/000114420417056172/tv478082_ex10-5.htm
https://sec.report/Document/1716947/000114420417056172/tv478082_ex10-6.htm
https://sec.report/Document/1716947/000121390019027232/f8k122719ex10-1_leisureacq.htm
https://sec.report/Document/1716947/000121390019027232/f8k122719ex10-2_leisureacq.htm


2/3/2021 Leisure Acquisition Corp. 2019 Annual Report 10-K

https://sec.report/Document/0001213900-20-005867/#lei_010 47/61

10.15(a)  Transaction Support Agreement, dated December 27, 2019, by and among Leisure Acquisition Corp., HG Vora Special Opportunities Master Fund, Ltd., MLCP GLL Funding LLC,
Matthews Lane Capital Partners LLC, Hydra LAC, LLC, GTWY Holdings Limited, Daniel B. Silvers, A. Lorne Weil, George Peng, Eric Carrera, Marion Rainone, Nancy Torres,
Joanne O’Shea, Debra Aronowitz, Jenn Calabrese and Nicholas Weil (1) (https://sec.report/Document/1716947/000121390019027232/f8k122719ex10-3_leisureacq.htm)

10.15(b)  Amendment No. 1 to Transaction Support Agreement, dated January 31, 2020 (6) (https://sec.report/Document/1716947/000119312520021690/d853442dex101.htm)
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31.1*  Certification of Principal Executive Officer Pursuant to Securities Exchange Act Rules 13a-14(a) and 15(d)-14(a), as adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of
2002 (https://sec.report/Document/0001213900-20-005867/#f10k2019ex31-1_leisureacqu.htm)

31.2*  Certification of Principal Financial Officer Pursuant to Securities Exchange Act Rules 13a-14(a) and 15(d)-14(a), as adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of
2002 (https://sec.report/Document/0001213900-20-005867/#f10k2019ex31-2_leisureacqu.htm)

32.1**  Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
(https://sec.report/Document/0001213900-20-005867/#f10k2019ex32-1_leisureacqu.htm)

32.2**  Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
(https://sec.report/Document/0001213900-20-005867/#f10k2019ex32-2_leisureacqu.htm)

101.INS*  XBRL Instance Document
101.CAL*  XBRL Taxonomy Extension Calculation Linkbase Document
101.SCH*  XBRL Taxonomy Extension Schema Document
101.DEF*  XBRL Taxonomy Extension Definition Linkbase Document
101.LAB*  XBRL Taxonomy Extension Labels Linkbase Document
101.PRE*  XBRL Taxonomy Extension Presentation Linkbase Document

 
* Filed herewith.
** Furnished.
† Certain schedules to this Exhibit have been omitted in accordance with Regulation S-K Item 601(b)(2). LACQ agrees to furnish supplementally a copy of all omitted schedules to the Securities and

Exchange Commission upon its request.
 
(1) Previously filed as an exhibit to our Current Report on Form 8-K filed on December 31, 2019 and incorporated by reference herein.
(2) Previously filed as an exhibit to our Current Report on Form 8-K filed on December 5, 2017 and incorporated by reference herein.
(3) Previously filed as an exhibit to our Current Report on Form 8-K filed on December 9, 2019 and incorporated by reference herein.
(4) Previously filed as an exhibit to our Form S-1 (File No.333-221330) initially filed on November 3, 2017 and incorporated by reference herein.
(5) Previously filed as an exhibit to our Current Report on Form 8-K filed on January 17, 2020 and incorporated by reference herein.
(6) Previously filed as an exhibit to our Current Report on Form 8-K filed on January 31, 2020 and incorporated by reference herein.
 
Item 16. Form 10-K Summary
 

None.
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SIGNATURES
 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Act of 1934, the Registrant has duly caused this Annual Report on Form 10-K to be signed on its behalf by the
undersigned, thereunto duly authorized.

 
March 10, 2020 LEISURE ACQUISITION CORP.
  
 By: /s/ Daniel B. Silvers
  Name: Daniel B. Silvers
  Title: Chief Executive Officer

 
KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints A. Lorne Weil and Daniel B. Silvers and each or any one of them,

his true and lawful attorney-in-fact and agent, with full power of substitution and resubstitution, for him and in his name, place and stead, in any and all capacities, to sign any and all amendments to this
Annual Report on Form 10-K, and to file the same, with all exhibits thereto, and other documents in connection therewith, with the United States Securities and Exchange Commission, granting unto
said attorneys-in-fact and agents, and each of them, full power and authority to do and perform each and every act and thing requisite and necessary to be done in connection therewith, as fully to all
intents and purposes as he might or could do in person, hereby ratifying and confirming all that said attorneys-in-fact and agents, or any of them, or their or his substitutes or substitute, may lawfully do
or cause to be done by virtue hereof.

 
Pursuant to the requirements of the Securities Exchange Act of 1934, this Annual Report on Form 10-K has been signed below by the following persons on behalf of the registrant and in the

capacities and on the dates indicated.
 

Name  Position  Date
     
/s/ A. Lorne Weil     
A. Lorne Weil  Executive Chairman  March 10, 2020
     
/s/ Daniel B. Silvers     
Daniel B. Silvers

 
Chief Executive Officer and Director  
(Principal Executive Officer)  

March 10, 2020

     
/s/ George Peng     
George Peng

 
Chief Financial Officer, Treasurer and Secretary 
( Principal Financial and Accounting Officer)  

March 10, 2020

     
/s/ Marc J. Falcone     
Marc J. Falcone  Director  March 10, 2020
     
/s/ Steven M. Rittvo     
Steven M. Rittvo  Director  March 10, 2020
     
/s/ David L. Weinstein     
David L. Weinstein  Director  March 10, 2020
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LEISURE ACQUISITION CORP.

 
DESCRIPTION OF SECURITIES

 
The following summary of the material terms of the securities of Leisure Acquisition Corp., a Delaware corporation (“we,” “us,” “our” or “the company”), is not intended to be a complete

summary of the rights and preferences of such securities and is subject to and qualified by reference to our amended and restated certificate of incorporation, as may be amended, our bylaws and the
warrant agreement, dated December 1, 2017, between the company and Continental Stock Transfer & Trust Company (the “Warrant Agreement”), in each case incorporated by reference as exhibits to
the company’s Annual Report on Form 10-K for the year ended December 31, 2019 (the “Report”), and applicable Delaware law, including the Delaware General Corporation Law, or DGCL. We urge
you to read our amended and restated certificate of incorporation, our bylaws and the Warrant Agreement in their entirety for a complete description of the rights and preferences of our securities.
 
Certain Terms
 

● “public shares” are to shares of our common stock sold as part of the units in our initial public offering (whether they were purchased in such offering or thereafter in the open market);
● “public stockholders” are to the holders of our public shares, including our initial stockholders and members of our management team to the extent our initial stockholders and/or members of

our management team purchase public shares, provided, that each initial stockholder’s and member of our management team’s status as a “public stockholder” shall only exist with respect to
such public shares;

● “management” or our “management team” are to our executive officers and directors;
● “Hydra sponsor” are to Hydra Management, LLC, a Delaware limited liability company, an affiliate of A. Lorne Weil, our Executive
● Chairman;
● “Matthews Lane sponsor” are to Matthews Lane Capital Partners LLC, a Delaware limited liability company, an affiliate of Daniel B. Silvers, our Chief Executive Officer;
● “sponsors” are to our Hydra sponsor and our Matthews Lane sponsor, collectively;
● “strategic investor” or “HG Vora” means HG Vora Capital Management LLC on behalf of one or more funds or accounts managed by it;
● “initial stockholders” are to holders of our founder shares prior to our initial public offering;
● “founders shares” are to shares of our common stock initially purchased by our initial stockholders in a private placement prior to our initial public offering;
● “private placement warrants” are to the warrants issued to certain of our initial stockholders in a private placement simultaneously with the closing of our initial public offering; and
● “private placement units” are to the units our strategic investor has agreed to purchase on substantially the same terms as the sale of units in
● our Initial Public Offering at $10.00 per unit, to occur concurrently with the consummation of our Business Combination.

 

 
 
 
General
 

We are a Delaware corporation formed for the purpose of effecting a merger, share exchange, asset acquisition, stock purchase, reorganization, recapitalization or other similar business combination
with one or more businesses, which we refer to in this document as our initial business combination, and our affairs are governed by our amended and restated certificate of incorporation, our bylaws
and Delaware law, including the DGCL. Pursuant to our amended and restated certificate of incorporation, our authorized capital stock consists of 100,000,000 shares of common stock, $0.0001 par
value and 1,000,000 shares of undesignated preferred stock, $0.0001 par value. The following description summarizes the material terms of our capital stock and warrants. Because it is only a summary,
it may not contain all the information that is important to you.
 
Units
 

Each unit consists of one whole share of common stock and one-half of one warrant. Each whole warrant entitles the holder thereof to purchase one share of our common stock at a price of $11.50
per share, subject to certain adjustments. Pursuant to the warrant agreement, a warrantholder may exercise its warrants only for a whole number of shares of common stock. This means that only a
whole warrant may be exercised at any given time by a warrantholder. No fractional warrants will be issued upon separation of the units and only whole warrants will trade. The common stock and
warrants comprising the units began to trade separately on December 28, 2017. Holders have the option to continue to hold units or separate their units into the component securities.

 
Common Stock
 

As of December 31, 2019, there were 23,876,251 shares of common stock outstanding, consisting of 18,876,251 public shares and 5,000,000 founder shares held by the initial stockholders.
 

Common stockholders of record are entitled to one vote for each share held on all matters to be voted on by stockholders. Unless specified in our amended and restated certificate of incorporation or
bylaws, or as required by applicable provisions of the DGCL or applicable stock exchange rules, the affirmative vote of a majority of our shares of common stock that are voted is required to approve
any such matter voted on by our stockholders. Our board of directors is divided into three classes, each of which will generally serve for a term of three years with only one class of directors being
elected in each year. There is no cumulative voting with respect to the election of directors, with the result that the holders of more than 50% of the shares voted for the election of directors can elect all
of the directors. Our stockholders are entitled to receive ratable dividends when, as and if declared by the board of directors out of funds legally available therefor.

 
Because our certificate of incorporation authorizes the issuance of up to 100,000,000 shares of common stock, if we were to enter into a business combination, we may (depending on the terms of

such a business combination) be required to increase the number of shares of common stock which we are authorized to issue at the same time as our stockholders vote on the business combination to
the extent we seek stockholder approval in connection with our business combination.
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We will provide our stockholders with the opportunity to redeem all or a portion of their public shares upon the completion of our initial business combination at a per-share price, payable in cash,

equal to the aggregate amount then on deposit in the trust account as of two business days prior to the consummation of our initial business combination including interest earned on the funds held in the
trust account and not previously released to us to pay our franchise and income taxes, divided by the number of then outstanding public shares, subject to the limitations described herein. The per-share
amount we will distribute to investors who properly redeem their shares will not be reduced by the deferred underwriting commissions we will pay to the underwriters. Our sponsors and certain of our
initial stockholders have entered into a letter agreement with us, pursuant to which they have agreed to waive their redemption rights with respect to any founder shares and any public shares held by
them in connection with the completion of our business combination. Unlike many blank check companies that hold stockholder votes and conduct proxy solicitations in conjunction with their initial
business combinations and provide for related redemptions of public shares for cash upon completion of such initial business combinations even when a vote is not required by law, if a stockholder vote
is not required by law and we do not decide to hold a stockholder vote for business or other legal reasons, we will, pursuant to our amended and restated certificate of incorporation, conduct the
redemptions pursuant to the tender offer rules of the SEC, and file tender offer documents with the SEC prior to completing our initial business combination. Our amended and restated certificate of
incorporation will require these tender offer documents to contain substantially the same financial and other information about the initial business combination and the redemption rights as is required
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under the SEC’s proxy rules. If, however, a stockholder approval of the transaction is required by law, or we decide to obtain stockholder approval for business or other legal reasons, we will, like many
blank check companies, offer to redeem shares in conjunction with a proxy solicitation pursuant to the proxy rules and not pursuant to the tender offer rules. If we seek stockholder approval, we will
complete our initial business combination only if a majority of the outstanding shares of common stock voted are voted in favor of the business combination. A quorum for such meeting will consist of
the holders present in person or by proxy of shares of outstanding capital stock of the company representing a majority of the voting power of all outstanding shares of capital stock of the company
entitled to vote at such meeting. However, the participation of our sponsors, strategic investor, officers, directors, advisors or their affiliates in privately-negotiated transactions (as described in this
prospectus), if any, could result in the approval of our business combination even if a majority of our public stockholders vote, or indicate their intention to vote, against such business combination. For
purposes of seeking approval of the majority of our outstanding shares of common stock voted, non-votes will have no effect on the approval of our business combination once a quorum is obtained. We
intend to give not less than 10 days nor more than 60 days prior written notice of any such meeting, if required, at which a vote shall be taken to approve our business combination. These quorum and
voting thresholds, and the voting agreements of our initial stockholders, may make it more likely that we will consummate our initial business combination.
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If we seek stockholder approval of our initial business combination and we do not conduct redemptions in connection with our business combination pursuant to the tender offer rules, our amended

and restated certificate of incorporation provides that a public stockholder, together with any affiliate of such stockholder or any other person with whom such stockholder is acting in concert or as a
“group” (as defined under Section 13 of the Exchange Act), will be restricted from redeeming its shares with respect to more than an aggregate of 20% of the shares of common stock, which we refer to
as the Excess Shares. However, we would not be restricting our stockholders’ ability to vote all of their shares (including Excess Shares) for or against our business combination. Our stockholders’
inability to redeem the Excess Shares will reduce their influence over our ability to complete our business combination, and such stockholders could suffer a material loss in their investment if they sell
such Excess Shares on the open market. Additionally, such stockholders will not receive redemption distributions with respect to the Excess Shares if we complete the business combination. And, as a
result, such stockholders will continue to hold that number of shares exceeding 20% and, in order to dispose such shares would be required to sell their stock in open market transactions, potentially at a
loss.

 
If we seek stockholder approval in connection with our business combination, our initial stockholders have agreed to vote their founder shares and any public shares in favor of our initial business

combination. Additionally, each public stockholder may elect to redeem its public shares irrespective of whether they vote for or against the proposed transaction (subject to the limitation described in
the preceding paragraph).

 
Pursuant to our amended and restated certificate of incorporation, if we are unable to complete our business combination within 28 months from the closing of our initial public offering (subject to

further extensions approved by our stockholders), we will (i) cease all operations except for the purpose of winding up, (ii) as promptly as reasonably possible but no more than ten business days
thereafter subject to lawfully available funds therefor, redeem the public shares, at a per-share price, payable in cash, equal to the aggregate amount then on deposit in the trust account including interest
earned on the funds held in the trust account and not previously released to us to pay our franchise and income taxes (less up to $75,000 of interest to pay dissolution expenses), divided by the number
of then outstanding public shares, which redemption will completely extinguish public stockholders’ rights as stockholders (including the right to receive further liquidating distributions, if any), subject
to applicable law, and (iii) as promptly as reasonably possible following such redemption, subject to the approval of our remaining stockholders and our board of directors, dissolve and liquidate, subject
in each case to our obligations under Delaware law to provide for claims of creditors and the requirements of other applicable law. Our initial stockholders have entered into a letter agreement with us,
pursuant to which they have agreed to waive their rights to liquidating distributions from the trust account with respect to any founder shares held by them if we fail to complete our business
combination within 28 months from the closing of our initial public offering (subject to further extensions approved by our stockholders). However, if our initial stockholders acquire public shares, they
will be entitled to liquidating distributions from the trust account with respect to such public shares if we fail to complete our business combination within the prescribed time period.

 
In the event of a liquidation, dissolution or winding up of the company after a business combination, our stockholders are entitled to share ratably in all assets remaining available for distribution to

them after payment of liabilities and after provision is made for each class of stock, if any, having preference over the common stock. Our stockholders have no preemptive or other subscription rights.
There are no sinking fund provisions applicable to the common stock, except that we will provide our stockholders with the opportunity to redeem their public shares for cash equal to their pro rata
share of the aggregate amount then on deposit in the trust account, upon the completion of our initial business combination, subject to the limitations described herein.
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Founder Shares
 

The founder shares are identical to the shares of common stock included in the units that were sold in our initial public offering, and holders of founder shares have the same stockholder rights as
public stockholders, except that the founder shares are subject to certain transfer restrictions, as described in more detail below, and our initial stockholders have entered into letter agreements with us,
pursuant to which they have agreed (A) to waive their redemption rights with respect to their founder shares in connection with the completion of our business combination and (B) to waive their rights
to liquidating distributions from the trust account with respect to their founder shares if we fail to complete our business combination within 28 months from our initial public offering (subject to further
extensions approved by our stockholders), although they will be entitled to liquidating distributions from the trust account with respect to any public shares they hold if we fail to complete our business
combination within such time period. If we submit our business combination to our public stockholders for a vote, our initial stockholders have agreed to vote their founder shares and any public shares
in favor of our initial business combination.

 
With certain limited exceptions, the founder shares and the shares of our common stock included in the rights underlying the private placement units are not transferable, assignable or salable

(except to our officers and directors and other persons or entities affiliated with our sponsors, each of whom will be subject to the same transfer restrictions) until the earlier of (A) one year after the
completion of our initial business combination or earlier if, subsequent to our business combination, the last sale price of the common stock equals or exceeds $12.00 per share (as adjusted for stock
splits, stock dividends, reorganizations, recapitalizations and the like) for any 20 trading days within any 30-trading day period commencing at least 150 days after our initial business combination, or
(B) the date following the completion of our initial business combination on which we complete a liquidation, merger, stock exchange or other similar transaction that results in all of our stockholders
having the right to exchange their shares of common stock for cash, securities or other property.

 
The founder shares are identical to the shares of common stock included in the units being sold in our initial public offering. However, the holders have agreed (A) to vote any founder shares owned

by them in favor of any proposed business combination and (B) not to redeem any founder shares in connection with a stockholder vote to approve a proposed initial business combination.
 

Preferred Stock
 

Our amended and restated certificate of incorporation provides that shares of preferred stock may be issued from time to time in one or more series. Our board of directors is authorized to fix the
voting rights, if any, designations, powers, preferences, the relative, participating, optional or other special rights and any qualifications, limitations and restrictions thereof, applicable to the shares of
each series. Our board of directors may, without stockholder approval, issue preferred stock with voting and other rights that could adversely affect the voting power and other rights of the holders of the
common stock and could have anti-takeover effects. The ability of our board of directors to issue preferred stock without stockholder approval could have the effect of delaying, deferring or preventing
a change of control of us or the removal of existing management. We have no preferred stock outstanding at the date hereof. Although we do not currently intend to issue any shares of preferred stock,
we cannot assure you that we will not do so in the future.
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Warrants
 

As of December 31, 2019, there were 16,825,000 warrants outstanding exercisable for 16,825,000 shares of common stock, consisting of 10,000,000 public stockholders’ warrants and
6,825,000 private placement warrants.
 
Public Stockholders’ Warrants

 
Each whole warrant entitles the registered holder to purchase one whole share of our common stock at a price of $11.50 per share, subject to adjustment as discussed below, at any time commencing

on the later of 12 months from the closing of our initial public offering and 30 days after the completion of our initial business combination. Pursuant to the warrant agreement, a warrantholder may
exercise its warrants only for a whole number of shares of common stock. This means that only a whole warrant may be exercised at any given time by a warrantholder. The warrants will expire five
years after the completion of our initial business combination, at 5:00 p.m., New York City time, or earlier upon redemption or liquidation.
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We will not be obligated to deliver any shares of common stock pursuant to the exercise of a warrant and will have no obligation to settle such warrant exercise unless a registration statement under

the Securities Act with respect to the shares of common stock underlying the warrants is then effective and a prospectus relating thereto is current, subject to our satisfying our obligations described
below with respect to registration. No warrant will be exercisable and we will not be obligated to issue shares of common stock upon exercise of a warrant unless common stock issuable upon such
warrant exercise has been registered, qualified or deemed to be exempt under the securities laws of the state of residence of the registered holder of the warrants. In the event that the conditions in the
two immediately preceding sentences are not satisfied with respect to a warrant, the holder of such warrant will not be entitled to exercise such warrant and such warrant may have no value and expire
worthless.

 
We have agreed that as soon as practicable, but in no event later than 15 business days, after the closing of our initial business combination, we will use our best efforts to file with the SEC a

registration statement for the registration, under the Securities Act, of the shares of common stock issuable upon exercise of the warrants. We will use our best efforts to cause the same to become
effective and to maintain the effectiveness of such registration statement, and a current prospectus relating thereto, until the expiration of the warrants in accordance with the provisions of the warrant
agreement. Notwithstanding the above, if our common stock is at the time of any exercise of a warrant not listed on a national securities exchange such that it satisfies the definition of a “covered
security” under Section 18(b)(1) of the Securities Act, we may, at our option, require holders of public warrants who exercise their warrants to do so on a “cashless basis” in accordance with Section
3(a)(9) of the Securities Act and, in the event we so elect, we will not be required to file or maintain in effect a registration statement, but we will be required to use our best efforts to register or qualify
the shares under applicable blue sky laws to the extent an exemption is not available.
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Once the warrants become exercisable, we may call the warrants for redemption:
 

 ● in whole and not in part;

 ● at a price of $0.01 per warrant;

 ● upon not less than 30 days’ prior written notice of redemption (the “30-day redemption period”) to each warrant holder; and

 ● if, and only if, the reported last sale price of the common stock equals or exceeds $18.00 per share for any 20 trading days within a 30-trading day period ending three business days before we
send the notice of redemption to the warrant holders.

 
If and when the warrants become redeemable by us, we may exercise our redemption right even if we are unable to register or qualify the underlying securities for sale under all applicable state

securities laws.
 
We have established the last of the redemption criterion discussed above to prevent a redemption call unless there is at the time of the call a significant premium to the warrant exercise price. If the

foregoing conditions are satisfied and we issue a notice of redemption of the warrants, each warrant holder will be entitled to exercise its warrant prior to the scheduled redemption date. However, the
price of the common stock may fall below the $18.00 redemption trigger price as well as the $11.50 (for whole shares) warrant exercise price after the redemption notice is issued.

 
If we call the warrants for redemption as described above, our management will have the option to require any holder that wishes to exercise its warrant to do so on a “cashless basis.” This

redemption feature may differ from the warrant redemption features used by other blank check companies. In determining whether to require all holders to exercise their warrants on a “cashless basis,”
our management will consider, among other factors, our cash position, the number of warrants that are outstanding and the dilutive effect on our stockholders of issuing the maximum number of shares
of common stock issuable upon the exercise of our warrants. If our management takes advantage of this option, all holders of warrants would pay the exercise price by surrendering their warrants for
that number of shares of common stock equal to the quotient obtained by dividing (x) the product of the number of shares of common stock underlying the warrants, multiplied by the difference
between the exercise price of the warrants and the “fair market value” (defined below) by (y) the fair market value. The “fair market value” shall mean the average reported last sale price of the
common stock for the 10 trading days ending on the third trading day prior to the date on which the notice of redemption is sent to the holders of warrants. As an example, if we elect to call the warrants
for redemption on a “cashless basis” in accordance with the redemption criteria described above and the “fair market value” is determined to be $18.00 per share, then a holder of warrants for the
purchase of 100 shares of our common stock would receive 36 shares of our common stock upon such exercise. The “fair market value” for these purposes may be higher or lower than the $18.00
redemption trigger price and will only be determinable when we elect to send a notice of redemption to holders of the warrants. If a holder does not exercise his or her warrants within the redemption
period, then he or she will be forced to accept the nominal redemption price of $0.01 per warrant which, at the time the outstanding warrants are called for redemption, is likely to be substantially less
than the market value of such warrants. If we call our warrants for redemption and our management does not take advantage of this option, the initial purchasers of the private placement warrants and
their permitted transferees would still be entitled to exercise their private placement warrants for cash or on a cashless basis using the same formula described above that other warrant holders would
have been required to use had all warrant holders been required to exercise their warrants on a cashless basis, as described in more detail below.
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A holder of a warrant may notify us in writing in the event it elects to be subject to a requirement that such holder will not have the right to exercise such warrant, to the extent that after giving effect

to such exercise, such person (together with such person’s affiliates), to the warrant agent’s actual knowledge, would beneficially own in excess of 9.8% (or such other amount as a holder may specify)
of the shares of common stock outstanding immediately after giving effect to such exercise.

 
If the number of outstanding shares of common stock is increased by a stock dividend payable in shares of common stock, or by a split-up of shares of common stock or other similar event, then, on

the effective date of such stock dividend, split-up or similar event, the number of shares of common stock issuable on exercise of each warrant will be increased in proportion to such increase in the
outstanding shares of common stock. A rights offering to holders of common stock entitling holders to purchase shares of common stock at a price less than the fair market value will be deemed a stock
dividend of a number of shares of common stock equal to the product of (i) the number of shares of common stock actually sold in such rights offering (or issuable under any other equity securities sold
in such rights offering that are convertible into or exercisable for common stock) multiplied by (ii) one (1) minus the quotient of (x) the price per share of common stock paid in such rights offering
divided by (y) the fair market value. For these purposes (i) if the rights offering is for securities convertible into or exercisable for common stock, in determining the price payable for common stock,
there will be taken into account any consideration received for such rights, as well as any additional amount payable upon exercise or conversion and (ii) fair market value means the volume weighted
average price of common stock as reported during the ten (10) trading day period ending on the trading day prior to the first date on which the shares of common stock trade on the applicable exchange
or in the applicable market, regular way, without the right to receive such rights.

 
In addition, if we, at any time while the warrants are outstanding and unexpired, pay a dividend or make a distribution in cash, securities or other assets to the holders of common stock on account of

such shares of common stock (or other shares of our capital stock into which the warrants are convertible), other than (a) as described above, (b) certain ordinary cash dividends, (c) to satisfy the
redemption rights of the holders of common stock in connection with a proposed initial business combination, (d) to satisfy the redemption rights of the holders of common stock in connection with a
stockholder vote to amend our amended and restated certificate of incorporation to modify the substance or timing of our obligation to redeem 100% of our common stock if we do not complete our
initial business combination within 28 months from the closing of our initial public offering (subject to further extensions approved by our stockholders), or (e) in connection with the redemption of our
public shares upon our failure to complete our initial business combination, then the warrant exercise price will be decreased, effective immediately after the effective date of such event, by the amount
of cash and/or the fair market value of any securities or other assets paid on each share of common stock in respect of such event.
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If the number of outstanding shares of our common stock is decreased by a consolidation, combination, reverse stock split or reclassification of shares of common stock or other similar event, then,

on the effective date of such consolidation, combination, reverse stock split, reclassification or similar event, the number of shares of common stock issuable on exercise of each warrant will be
decreased in proportion to such decrease in outstanding shares of common stock.

 
Whenever the number of shares of common stock purchasable upon the exercise of the warrants is adjusted, as described above, the warrant exercise price will be adjusted by multiplying the

warrant exercise price immediately prior to such adjustment by a fraction (x) the numerator of which will be the number of shares of common stock purchasable upon the exercise of the warrants
immediately prior to such adjustment, and (y) the denominator of which will be the number of shares of common stock so purchasable immediately thereafter.
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In case of any reclassification or reorganization of the outstanding shares of common stock (other than those described above or that solely affects the par value of such shares of common stock), or
in the case of any merger or consolidation of us with or into another corporation (other than a consolidation or merger in which we are the continuing corporation and that does not result in any
reclassification or reorganization of our outstanding shares of common stock), or in the case of any sale or conveyance to another corporation or entity of the assets or other property of us as an entirety
or substantially as an entirety in connection with which we are dissolved, the holders of the warrants will thereafter have the right to purchase and receive, upon the basis and upon the terms and
conditions specified in the warrants and in lieu of the shares of our common stock immediately theretofore purchasable and receivable upon the exercise of the rights represented thereby, the kind and
amount of shares of stock or other securities or property (including cash) receivable upon such reclassification, reorganization, merger or consolidation, or upon a dissolution following any such sale or
transfer, that the holder of the warrants would have received if such holder had exercised their warrants immediately prior to such event. If less than 70% of the consideration receivable by the holders
of common stock in such a transaction is payable in the form of common stock in the successor entity that is listed for trading on a national securities exchange or is quoted in an established over-the-
counter market, or is to be so listed for trading or quoted immediately following such event, and if the registered holder of the warrant properly exercises the warrant within thirty days following public
disclosure of such transaction, the warrant exercise price will be reduced as specified in the warrant agreement based on the Black-Scholes value (as defined in the warrant agreement) of the warrant.

 
The warrants have been issued in registered form under a warrant agreement between Continental Stock Transfer & Trust Company, as warrant agent, and us. You should review a copy of the

warrant agreement, which is filed as an exhibit to this Report, for a complete description of the terms and conditions applicable to the warrants. The warrant agreement provides that the terms of the
warrants may be amended without the consent of any holder to cure any ambiguity or correct any defective provision, but requires the approval by the holders of at least 50% of the then outstanding
public warrants to make any change that adversely affects the interests of the registered holders of public warrants.
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The warrants may be exercised upon surrender of the warrant certificate on or prior to the expiration date at the offices of the warrant agent, with the exercise form on the reverse side of the warrant

certificate completed and executed as indicated, accompanied by full payment of the exercise price (or on a cashless basis, if applicable), by certified or official bank check payable to us, for the number
of warrants being exercised. The warrant holders do not have the rights or privileges of holders of common stock and any voting rights until they exercise their warrants and receive shares of common
stock. After the issuance of shares of common stock upon exercise of the warrants, each holder will be entitled to one vote for each share held of record on all matters to be voted on by stockholders.

 
No fractional shares will be issued upon exercise of the warrants. If, upon exercise of the warrants, a holder would be entitled to receive a fractional interest in a share, we will, upon exercise, round

down to the nearest whole number of shares of common stock to be issued to the warrant holder.
 
Private Placement Warrants
 

The private placement warrants (including the common stock issuable upon exercise of the private placement warrants) will not be transferable, assignable or salable until 30 days after the
completion of our initial business combination, subject to certain limited exceptions, and they will not be redeemable by us so long as they are held by our sponsors or their permitted transferees.
Otherwise, the private placement warrants have terms and provisions that are identical to those of the warrants sold as part of the units in our initial public offering, including as to exercise price,
exercisability and exercise period. If the private placement warrants are held by holders other than the sponsors or their permitted transferees, the private placement warrants will be redeemable by us
and exercisable by the holders on the same basis as the warrants included in the units that were sold in our initial public offering.

 
If holders of the private placement warrants elect to exercise them on a cashless basis, they would pay the exercise price by surrendering their warrants for that number of shares of common stock

equal to the quotient obtained by dividing (x) the product of the number of shares of common stock underlying the warrants, multiplied by the difference between the exercise price of the warrants and
the “fair market value” (defined below) by (y) the fair market value. The “fair market value” shall mean the average reported last sale price of the common stock for the 10 trading days ending on the
third trading day prior to the date on which the notice of warrant exercise is sent to the warrant agent. The reason that we have agreed that these warrants will be exercisable on a cashless basis so long
as they are held by the initial purchasers of the private placement warrants or their permitted transferees is because it is not known at this time whether they will be affiliated with us following a business
combination. If they remain affiliated with us, their ability to sell our securities in the open market will be significantly limited. We expect to have policies in place that prohibit insiders from selling our
securities except during specific periods of time. Even during such periods of time when insiders will be permitted to sell our securities, an insider cannot trade in our securities if he or she is in
possession of material non-public information. Accordingly, unlike public stockholders who could sell the shares of common stock issuable upon exercise of the warrants freely in the open market, the
insiders could be significantly restricted from doing so. As a result, we believe that allowing the holders to exercise such warrants on a cashless basis is appropriate.
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Dividends
 

We have not paid any cash dividends on our common stock to date and do not intend to pay cash dividends prior to the completion of a business combination. The payment of cash dividends in the
future will be dependent upon our revenues and earnings, if any, capital requirements and general financial conditions subsequent to completion of a business combination. The payment of any cash
dividends subsequent to a business combination will be within the discretion of our board of directors at such time. Our board of directors is not currently contemplating and does not anticipate
declaring any stock dividends in the foreseeable future. Further, if we incur any indebtedness, our ability to declare dividends may be limited by restrictive covenants we may agree to in connection
therewith.
 
Our Amended and Restated Certificate of Incorporation
 

Our amended and restated certificate of incorporation contains certain requirements and restrictions that will apply to us until the completion of our initial business combination. These provisions
cannot be amended without the approval of the holders of 65% of our common stock. Specifically, our amended and restated certificate of incorporation provides, among other things, that:

 
 ● If we are unable to complete our initial business combination within 28 months from our initial public offering (subject to further extensions approved by our stockholders), we will (i) cease all

operations except for the purpose of winding up, (ii) as promptly as reasonably possible but not more than ten business days thereafter subject to lawfully available funds therefor, redeem 100%
of the public shares, at a per-share price, payable in cash, equal to the aggregate amount then on deposit in the trust account including interest earned on the funds held in the trust account and
not previously released to us to pay our franchise and income taxes (less up to $75,000 of interest to pay dissolution expenses), divided by the number of then outstanding public shares, which
redemption will completely extinguish public stockholders’ rights as stockholders (including the right to receive further liquidating distributions, if any), subject to applicable law, and (iii) as
promptly as reasonably possible following such redemption, subject to the approval of our remaining stockholders and our board of directors, dissolve and liquidate, subject in each case to our
obligations under Delaware law to provide for claims of creditors and the requirements of other applicable law;

 ● Prior to our initial business combination, we may not issue additional shares of capital stock that would entitle the holders thereof to (i) receive funds from the trust account or (ii) vote on any
initial business combination;

 ● Although we do not intend to enter into a business combination with a target business that is affiliated with our sponsors, our strategic investor, our directors or our officers, we are not
prohibited from doing so. In the event we enter into such a transaction, we, or a committee of independent directors, will obtain an opinion from an independent investment banking firm that is
a member of FINRA or an independent accounting firm that such a business combination is fair to our company from a financial point of view;
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 ● If a stockholder vote on our initial business combination is not required by law and we do not decide to hold a stockholder vote for business or other legal reasons, we will offer to redeem our

public shares pursuant to Rule 13e-4 and Regulation 14E of the Exchange Act, and will file tender offer documents with the SEC prior to completing our initial business combination which
contain substantially the same financial and other information about our initial business combination and the redemption rights as is required under Regulation 14A of the Exchange Act;

 ● Our initial business combination must occur with one or more target businesses that together have an aggregate fair market value of at least 80% of our assets held in the trust account
(excluding the deferred underwriting commissions, taxes payable on the income earned on the trust account;

 ● If our stockholders approve an amendment to our amended and restated certificate of incorporation that would affect the substance or timing of our obligation to redeem 100% of our public
shares if we do not complete our business combination within 28 months from the closing of our initial public offering (subject to further extensions approved by our stockholders), we will
provide our public stockholders with the opportunity to redeem all or a portion of their shares of common stock upon such approval at a per-share price, payable in cash, equal to the aggregate
amount then on deposit in the trust account, including interest earned on the funds held in the trust account and not previously released to us to pay our franchise and income taxes, divided by
the number of then outstanding public shares; and

 ● We will not effectuate our initial business combination with another blank check company or a similar company with nominal operations.
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In addition, our amended and restated certificate of incorporation provides that under no circumstances will we redeem our public shares in an amount that would cause our net tangible assets to be

less than $5,000,001.
 
Certain Anti-Takeover Provisions of Delaware Law and our Amended and Restated Certificate of Incorporation and Bylaws
 

We are subject to the provisions of Section 203 of the DGCL regulating corporate takeovers. This statute prevents certain Delaware corporations, under certain circumstances, from engaging in a
“business combination” with:

 
 ● a stockholder who owns 15% or more of our outstanding voting stock (otherwise known as an “interested stockholder”);
 ● an affiliate of an interested stockholder; or
 ● an associate of an interested stockholder, for three years following the date that the stockholder became an interested stockholder.
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A “business combination” includes a merger or sale of more than 10% of our assets. However, the above provisions of Section 203 do not apply if:
 

 ● our board of directors approves the transaction that made the stockholder an “interested stockholder,” prior to the date of the transaction;
 ● after the completion of the transaction that resulted in the stockholder becoming an interested stockholder, that stockholder owned at least 85% of our voting stock outstanding at the time the

transaction commenced, other than statutorily excluded shares of common stock; or
 ● on or subsequent to the date of the transaction, the business combination is approved by our board of directors and authorized at a meeting of our stockholders, and not by written consent, by an

affirmative vote of at least two-thirds of the outstanding voting stock not owned by the interested stockholder.
 
Our amended and restated certificate of incorporation provides that our board of directors is classified into three classes of directors. As a result, in most circumstances, a person can gain control of

our board only by successfully engaging in a proxy contest at two or more annual meetings.
 
Our authorized but unissued common stock and preferred stock are available for future issuances without stockholder approval and could be utilized for a variety of corporate purposes, including

future offerings to raise additional capital, acquisitions and employee benefit plans. The existence of authorized but unissued and unreserved common stock and preferred stock could render more
difficult or discourage an attempt to obtain control of us by means of a proxy contest, tender offer, merger or otherwise.

 
Special meeting of stockholders
 

Our bylaws provide that special meetings of our stockholders may be called only by a majority vote of our board of directors, by our Chief Executive Officer or by our Chairman.
 
Advance notice requirements for stockholder proposals and director nominations
 

Our bylaws provide that stockholders seeking to bring business before our annual meeting of stockholders, or to nominate candidates for election as directors at our annual meeting of stockholders,
must provide timely notice of their intent in writing. To be timely, a stockholder’s notice will need to be received by the company secretary at our principal executive offices not later than the close of
business on the 90  day nor earlier than the close of business on the 120  day prior to the anniversary date of the immediately preceding annual meeting of stockholders. Pursuant to Rule 14a-8 of the
Exchange Act, proposals seeking inclusion in our annual proxy statement must comply with the notice periods contained therein. Our bylaws also specify certain requirements as to the form and content
of a stockholders’ meeting. These provisions may preclude our stockholders from bringing matters before our annual meeting of stockholders or from making nominations for directors at our annual
meeting of stockholders.

 
Listing of Securities
 

Our units, common stock and warrants are listed on the Nasdaq Capital Market under the symbols “LACQU (/Ticker/LACQU),” “LACQ” and “LACQW,” respectively.
 

Our Transfer Agent and Warrant Agent
 

The transfer agent for our securities and warrant agent for our warrants is Continental Stock Transfer & Trust Company, One State Street, New York, New York 10004.
 

 
13

 

f10k2019ex10-1b_leisureacqu.htm  (https://sec.report/Document/0001213900-20-005867/f10k2019ex10-1b_leisureacqu.htm) AMENDMENT TO INVESTMENT
MANAGEMENT TRUST AGREEMENT, DATED DECEMBER 5, 2019

ENT> EX-10.1(B) 3 f10k2019ex10-1b_leisureacqu.htm AMENDMENT TO INVESTMENT MANAGEMENT TRUST AGREEMENT, DATED DECEMBER 5, 2019

Exhibit 10.1(b)

 

AMENDMENT NO. 1 
TO THE 
INVESTMENT MANAGEMENT TRUST AGREEMENT

 

This Amendment No. 1 (this “Amendment”) to the Investment Management Trust Agreement is made as of December 5, 2019 by and between Leisure Acquisition Corp., a Delaware corporation (the
“Company”), and Continental Stock Transfer & Trust Company, a New York corporation (the “Trustee”). All terms used but not defined herein shall have the meanings assigned to them in the Trust
Agreement.

 

WHEREAS, the Company and the Trustee entered into the Investment Management Trust Agreement (“Trust Agreement”) effective as of December 1, 2017;

 

WHEREAS, Section 1(i) of the Trust Agreement sets forth the terms that govern the liquidation of the Trust Account under the circumstances described therein;

th th
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WHEREAS, at a special meeting of stockholders of the Company (the “Special Meeting”) held on November 26, 2019, holders of at least 65% of the Company’s outstanding shares approved, among
other items, (i) a proposal to amend (the “Extension Amendment”) the Company’s second amended and restated certificate of incorporation to extend the date by which the Company shall be required
to effect a Business Combination to April 5, 2020, or such earlier date determined by the Board (the “Extended Date”) and (ii) a proposal to extend the date on which the Trustee must commence
liquidating the Trust Account (the “Trust Amendment”) in the event the Company has not consummated a Business Combination by the Extended Date; and

 

WHEREAS, on the date hereof, the Company is filing the Extension Amendment with the Secretary of State of the State of Delaware;

 

NOW THEREFORE, in consideration of the mutual agreements contained herein and other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, and
intending to be legally bound hereby, the parties hereto agree as follows:

 

1. Section 1(i) of the Trust Agreement is hereby amended and restated in its entirety as follows:
 

(i) Commence liquidation of the Trust Account only after and promptly after (x) receipt of, and only in accordance with, the terms of a letter from the Company (“Termination
Letter”) in a form substantially similar to that attached hereto as either Exhibit A or Exhibit B signed on behalf of the Company by its Chief Executive Officer, Chief Financial
Officer or Chairman of the board of directors (the “Board”) or other authorized officer of the Company, and complete the liquidation of the Trust Account and distribute the
Property in the Trust Account, including interest earned on the funds held in the Trust Account and not previously released to the Company to pay its taxes (less up to $75,000 of
interest that may be released to the Company to pay dissolution expenses), only as directed in the Termination Letter and the other documents referred to therein, or (y) upon the
date which is 28 months after the closing of the Offering, if a Termination Letter has not been received by the Trustee prior to such date, in which case the Trust Account shall be
liquidated in accordance with the procedures set forth in the Termination Letter attached as Exhibit B and the Property in the Trust Account, including interest earned on the funds
held in the Trust Account and not previously released to the Company to pay its taxes (less up to $75,000 of interest that may be released to the Company to pay dissolution
expenses), shall be distributed to the Public Stockholders of record as of such date; provided, however, that in the event the Trustee receives a Termination Letter in a form
substantially similar to Exhibit B hereto, or if the Trustee begins to liquidate the Property because it has received no such Termination Letter by the date specified in clause (y) of
this Section 1(i), the Trustee shall keep the Trust Account open until twelve (12) months following the date the Property has been distributed to the Public Stockholders;

 

 
 
 

2. All other provisions of the Trust Agreement shall remain unaffected by the terms hereof.
   

3. This Amendment may be signed in any number of counterparts, each of which shall be an original and all of which shall be deemed to be one and the same instrument, with the same
effect as if the signatures thereto and hereto were upon the same instrument. A facsimile signature shall be deemed to be an original signature for purposes of this Amendment.

 

4. This Amendment is intended to be in full compliance with the requirements for an Amendment to the Trust Agreement as required by Section 6(c) of the Trust Agreement, and every
defect in fulfilling such requirements for an effective amendment to the Trust Agreement is hereby ratified, intentionally waived and relinquished by all parties hereto.

 

5. This Amendment shall be governed by and construed and enforced in accordance with the laws of the State of New York, without giving effect to conflicts of law principles that would
result in the application of the substantive laws of another jurisdiction.

 

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties have duly executed this Amendment to the Investment Management Trust Agreement as of the date first written above.

 

 Continental Stock Transfer & Trust Company, as Trustee
  
 By:  /s/ Francis Wolf
  Name: Francis Wolf
  Title: Vice President
 

 Leisure Acquisition Corp.
  
 By:  /s/ Daniel B. Silvers
  Name: Daniel B. Silvers
  Title: Chief Executive Officer
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Exhibit 10.6(b)
 

AMENDMENT NO. 1 
TO 

LETTER AGREEMENT
 
This AMENDMENT NO. 1, dated as of December 5, 2019 (this “Amendment”), to the LETTER AGREEMENT, dated as of December 1, 2017 (the “Original Agreement”), is made

by and among Leisure Acquisition Corp., a Delaware corporation (“Company”), and the persons set forth on the signature page hereto. Capitalized terms used herein shall have the meanings given such
terms in the Original Agreement, as amended by this Amendment.

 
WITNESSETH:

 
WHEREAS, the parties hereto entered into the Original Agreement; and
 
WHEREAS, the parties hereto desire to amend the Original Agreement to reflect the extension of the date until which the Company may consummate its Business Combination (as

defined in the Original Agreement) which the Company’s stockholders approved at a special meeting held on November 26, 2019.
 
NOW THEREFORE, in consideration of the mutual covenants, representations, warranties and agreements contained herein, and of other good and valuable consideration, the receipt

and sufficiency of which are hereby acknowledged, and intending to be bound hereby, the parties hereby agree as follows:
 
1. Amendment of Section 2. Each of the three references to “24 months” set forth in Section 2 to the Original Agreement shall be replaced with “28 months.”
 
2. Amendment of Section 6(a). The reference to “24 months” set forth in Section 6(a) to the Original Agreement shall be replaced with “28 months.”
 
3. Agreement Affirmed. Except as expressly modified and superseded by this Amendment, all terms and provisions of the Original Agreement shall remain unchanged and in full force

and effect without modification, and nothing herein shall operate as a waiver of any party’s rights, powers or privileges under the Original Agreement.
 

[Remainder of page intentionally left blank.]
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IN WITNESS WHEREOF, the parties have caused this Amendment No. 1 to be executed as of the date first above written.
 

 HYDRA MANAGEMENT, LLC
   
 By: /s/ A. Lorne Weil
  Name: A. Lorne Weil
  Title: Principal
   
 HYDRA LAC, LLC
   
 By: /s/ A. Lorne Weil
  Name: A. Lorne Weil
  Title: Managing Member
   
 MATTHEWS LANE CAPITAL PARTNERS LLC
   
 By: /s/ Daniel B. Silvers
  Name: Daniel B. Silvers
  Title: Managing Member
   
 MLCP GLL FUNDING LLC
   
 By: Matthews Lane Capital Partners LLC, its manager
   
 By: /s/ Daniel B. Silvers
  Name: Daniel B. Silvers
  Title: Managing Member
   
 HG VORA SPECIAL OPPORTUNITIES MASTER FUND,

LTD.
   
 By: HG Vora Capital Management, LLC, as investment adviser
   
 By: /s/ Mandy Lam
  Name: Mandy Lam
  Title: Authorized signatory on behalf of Vora
 

2
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  /s/ A. Lorne Weil
  A. Lorne Weil
   
  /s/ Daniel B. Silvers
  Daniel B. Silvers
   
  /s/ George Peng
  George Peng
   
  /s/ Eric Carrera
  Eric Carrera
   
  /s/ Marc Falcone
  Marc Falcone
   
  /s/ Steven Rittvo
  Steven Rittvo
   
  /s/ David Weinstein
  David Weinstein
 
Acknowledged and Agreed: 
LEISURE ACQUISITION CORP.

 

   
By: /s/ Daniel B. Silvers  
 Name:  Daniel B. Silvers  
 Title:   Chief Executive Officer  
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Exhibit 10.12
 

EXECUTION VERSION
 

EXPENSE ADVANCEMENT AGREEMENT
 
THIS EXPENSE ADVANCEMENT AGREEMENT (this “Agreement”), dated as of December 5, 2019, is made and entered into by and among Leisure Acquisition Corp., a Delaware

corporation (the “Company”) and GTWY Holdings Limited (“Gateway” or the “Funding Party”).
 

RECITALS
 
WHEREAS, pursuant to a special meeting of the Company’s stockholders on November 26, 2019 (the “Special Meeting”), the Company’s stockholders approved, among other matters, an

amendment to the Company’s Second Amended and Restated Certificate of Incorporation to extend the period of time for which the Company was required to consummate a merger, capital stock
exchange, asset acquisition, stock purchase, reorganization or other similar business combination with one or more businesses (each, a “Business Combination”) from December 5, 2019 to April 5,
2020 (the “Extension”);

 
WHEREAS, in connection with the Extension, the Company agreed, with respect to public shares not redeemed in connection with the Special Meeting, to

make a cash contribution (the “Contribution”) of $0.03 for each public share that is not redeemed by stockholders for each monthly period or portion thereof that is needed to complete a Business
Combination (commencing on December 6, 2019 and on the 6th day of each subsequent month through the end of the Extension), subject to certain conditions;

 
WHEREAS, the Company and Gateway have had certain discussions regarding a potential Business Combination, such discussions are ongoing and the parties hereto seek to continue such discussions
with the goal of consummating a Business Combination; and

 
WHEREAS, the Funding Party desires to enter into this Agreement in order to cover the Contribution amount due with respect to the period of December 6, 2019 to January 5, 2020 (the

“December Contribution”).
 
NOW, THEREFORE, in consideration of the representations, covenants and agreements contained herein, and certain other good and valuable consideration, the receipt and sufficiency of

which are hereby acknowledged, the parties hereto, intending to be legally bound, hereby agree as follows:
 
1.   (a) On December 5, 2019, as may be requested by the Company, the Funding Party agrees to advance to the Company (the “Advance”), an amount, up to a maximum of $566,287.53,

pursuant to the terms of the form of promissory note attached as Exhibit A hereto (the “Note”), as may be necessary to fund the December Contribution.
 

(b) The Funding Party represents to the Company that it is capable of making the Advance to satisfy its obligations under clause (a) of this Section 1.
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(c) Notwithstanding anything to the contrary herein or in the Note, the Funding Party hereby irrevocably waives any and all right, title, interest, causes of action and claims of any kind or
nature whatsoever (each, a “Claim”) in or to, and any and all right to seek payment of any amounts due to it out of, the trust account established for the benefit of the public stockholders of the
Company and into which substantially all of the proceeds of the Company’s initial public offering were deposited (the “Trust Account”), and hereby irrevocably waives any Claim it presently has or
may have in the future as a result of, or arising out of, this agreement, which Claim would reduce, encumber or otherwise adversely affect the Trust Account or any monies or other assets in the Trust
Account, and further agrees not to seek recourse, reimbursement, payment or satisfaction of any Claim against the Trust Account or any monies or other assets in the Trust Account for any reason
whatsoever.

 
2. This Agreement, together with the Note, constitutes the entire agreement and understanding of the parties hereto in respect of the Advance and supersedes all prior understandings,

agreements, or representations by or among the parties hereto, written or oral, to the extent they relate in any way thereto or to the transactions contemplated hereby in connection therewith. This
Agreement may not be changed, amended, modified or waived as to any particular provision, except by a written instrument executed by the parties hereto.

 
3. No party may assign either this Agreement or any of its rights, interests, or obligations hereunder without the prior written consent of the other party hereto. Any purported assignment in

violation of this paragraph shall be void and ineffectual and shall not operate to transfer or assign any interest or title to the purported assignee. This Agreement shall be binding on the undersigned and
each of its successors and permitted assigns including, in the case of the Company, any successor thereto as a result of the completion of a Business Combination.

 
4. All notices, statements or other documents which are required or contemplated by this Agreement shall be: (i) in writing and delivered personally or sent by first class registered or certified

mail, overnight courier service or facsimile or electronic transmission to the address designated in writing, (ii) by facsimile to the number most recently provided to such party or such other address or
fax number as may be designated in writing by such party and (iii) by electronic mail, to the electronic mail address most recently provided to such party or such other electronic mail address as may be
designated in writing by such party. Any notice or other communication so transmitted shall be deemed to have been given on the day of delivery, if delivered personally, on the business day following
receipt of written confirmation, if sent by facsimile or electronic transmission, one (1) business day after delivery to an overnight courier service or five (5) days after mailing if sent by mail. Such
notice, statement or demand shall be addressed as follows:

 
If to the Company:
 
Leisure Acquisition Corp. 
250 W. 57  Street, Suite 2223 
New York, NY 10107 
Attn: George Peng
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with a copy (which shall not constitute notice) to:

 
Proskauer Rose LLP 
Eleven Times Square 
New York, New York 10036 
Attn: Jeffrey A. Horwitz, Esq.
 
If to Gateway:
 
Gateway Casinos & Entertainment Limited 
4331 Dominion Street 
Vancouver, BC V5G 1C7
Attention: Tolek Strukoff, Chief Legal Officer and Corporate Secretary 
Facsimile: (604) 412-0117
E-mail: tstrukoff@gatewaycasinos.com

 
with a copy (which shall not constitute notice) to:

 
Latham & Watkins LLP
330 North Wabash Avenue, Suite 2800
Chicago, Illinois 60611
Attention: Zachary Judd
Facsimile: (312) 993-9767
E-mail: zachary.judd@lw.com
 

5. This Agreement may be executed in any number of original or facsimile counterparts and each of such counterparts shall for all purposes be deemed to be an original, and all such
counterparts shall together constitute but one and the same instrument.

 
6. This Agreement shall be deemed severable, and the invalidity or unenforceability of any term or provision hereof shall not affect the validity or enforceability of this Agreement or of any

other term or provision hereof. Furthermore, in lieu of any such invalid or unenforceable term or provision, the parties hereto intend that there shall be added as a part of this Agreement a provision as
similar in terms to such invalid or unenforceable provision as may be possible and be valid and enforceable.

 
7. Nothing expressed or implied in this Agreement is intended or shall be construed to confer upon or give any person, other than the parties hereto, any right or remedies under or by reason of

this Agreement.
 
8. This Agreement shall be governed by and construed and enforced in accordance with the laws of the State of New York, without giving effect to conflicts of law principles that would result

in the application of the substantive laws of another jurisdiction. The parties hereto (i) agree that any action, proceeding, claim or dispute arising out of, or relating in any way to, this Agreement shall be
brought and enforced in the courts of New York, in the State of New York, and irrevocably submit to such jurisdiction and venue, which jurisdiction and venue shall be exclusive and (ii) waive any
objection to such exclusive jurisdiction and venue or that such courts represent an inconvenient forum.

 
[Signature Page Follows]
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IN WITNESS WHEREOF, the undersigned have caused this Agreement to be executed as of the date first written above.

 
 LEISURE ACQUISITION CORP.
    
 By: /s/ Daniel B. Silvers
  Name: Daniel B. Silvers
  Title: CEO
    
 GTWY HOLDINGS LIMITED
    
 By: /s/ Tolek Strukoff
  Name: Tolek Strukoff
  Title: Chief Legal and Administrative Officer

th
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Exhibit A

 

Promissory Note

  

 
 
 
THIS PROMISSORY NOTE (“NOTE”) HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THIS NOTE HAS BEEN
ACQUIRED FOR INVESTMENT ONLY AND MAY NOT BE SOLD, TRANSFERRED OR ASSIGNED IN THE ABSENCE OF REGISTRATION OF THE RESALE THEREOF UNDER THE
SECURITIES ACT OR AN OPINION OF COUNSEL REASONABLY SATISFACTORY IN FORM, SCOPE AND SUBSTANCE TO THE COMPANY THAT SUCH REGISTRATION IS NOT
REQUIRED.

 
PROMISSORY NOTE

 
Dated as of December 5, 2019

Principal Amount: $566,287.53
New York, New York

 
Pursuant to that certain Expense Advance Agreement (the “Agreement”), dated as of December 5, 2019, by and between Leisure Acquisition Corp., a Delaware corporation (the “Maker”), and GTWY
Holdings Limited (the “Payee”), the Maker hereby promises to pay to the order of the Payee or its registered assigns or successors in interest, or order, the principal sum of five hundred sixty-six
thousand two hundred eighty seven Dollars and fifty-three cents ($566,287.53) in lawful money of the United States of America, on the terms and conditions described below. All payments on this Note
shall be made by check or wire transfer of immediately available funds or as otherwise determined by the Maker to such account as the Payee may from time to time designate by written notice in
accordance with the provisions of this Note. Certain terms used herein but not defined herein shall have the meaning given to such terms in the Agreement.
 
1. Principal. The unpaid principal balance of this Note shall be payable on the date on which Maker consummates its Businesses Combination (the “Maturity Date”). The principal balance may be
prepaid at any time.
 
2. Interest. No interest shall accrue on the unpaid principal balance of this Note.
 
Drawdown Requests. Maker and Payee agree that Maker may request up to five hundred sixty-six thousand two hundred eighty-seven Dollars and fifty-three cents ($566,287.53). The principal of this
Note may be drawn down on December 5, 2019, upon written request from Maker to Payee (the “Drawdown Request”). The Drawdown Request must not be an amount less than Five Hundred
Thousand Dollars ($500,000). Payee shall fund the Drawdown Request on the day of the Drawdown Request Once an amount is drawn down under this Note, it shall not be available for a future
Drawdown Request even if prepaid. No fees, payments or other amounts shall be due to Payee in connection with, or as a result of, any Drawdown Request by Maker. Notwithstanding the foregoing, all
payments shall be applied first to payment in full of any reasonable costs incurred in collection of any delinquent sum due under this Note, including (without limitation) reasonable attorneys’ fees, and
then to the reduction of the unpaid principal balance of this Note.
 
3. Application of Payments. All payments shall be applied first to payment in full of any reasonable costs incurred in the collection of any delinquent sum due under this Note, including (without
limitation) reasonable attorney’s fees, and then to the reduction of the unpaid principal balance of this Note.
 

 
 
 
4. Events of Default. The following shall constitute an event of default (“Event of Default”):

 
(a) Failure to Make Required Payments. Failure by Maker to pay the principal amount due pursuant to this Note within five (5) business days of the date specified above.
 
(b) Voluntary Bankruptcy, Etc. The commencement by Maker of a voluntary case under any applicable bankruptcy, insolvency, reorganization, rehabilitation or other similar law, or the consent

by it to the appointment of or taking possession by a receiver, liquidator, assignee, trustee, custodian, sequestrator (or other similar official) of Maker or for any substantial part of its property, or the
making by it of any assignment for the benefit of creditors, or the failure of Maker generally to pay its debts as such debts become due, or the taking of corporate action by Maker in furtherance of any
of the foregoing.

 
(c) Involuntary Bankruptcy, Etc. The entry of a decree or order for relief by a court having jurisdiction in the premises in respect of Maker in an involuntary case under any applicable

bankruptcy, insolvency or other similar law, or appointing a receiver, liquidator, assignee, custodian, trustee, sequestrator (or similar official) of Maker or for any substantial part of its property, or
ordering the winding-up or liquidation of its affairs, and the continuance of any such decree or order unstayed and in effect for a period of 60 consecutive days.
 
5. Remedies.

 
(a) Upon the occurrence of an Event of Default specified in Section 5(a) hereof, Payee may, by written notice to Maker, declare this Note to be due immediately and payable, whereupon the

unpaid principal amount of this Note, and all other amounts payable hereunder, shall become immediately due and payable without presentment, demand, protest or other notice of any kind, all of which
are hereby expressly waived, anything contained herein or in the documents evidencing the same to the contrary notwithstanding.

 
(b) Upon the occurrence of an Event of Default specified in Section 5(b) or 5(c) hereof, the unpaid principal balance of this Note, and all other sums payable with regard to this Note, shall

automatically and immediately become due and payable, in all cases without any action on the part of Payee.
 
6. Waivers. Maker and all endorsers and guarantors of, and sureties for, this Note waive presentment for payment, demand, notice of dishonor, protest, and notice of protest with regard to the Note, all
errors, defects and imperfections in any proceedings instituted by Payee under the terms of this Note, and all benefits that might accrue to Maker by virtue of any present or future laws exempting any
property, real or personal, or any part of the proceeds arising from any sale of any such property, from attachment, levy or sale under execution, or providing for any stay of execution, exemption from
civil process, or extension of time for payment; and Maker agrees that any real estate that may be levied upon pursuant to a judgment obtained by virtue hereof, on any writ of execution issued hereon,
may be sold upon any such writ in whole or in part in any order desired by Payee.
 

2

 
 
7. Unconditional Liability. Maker hereby waives all notices in connection with the delivery, acceptance, performance, default, or enforcement of the payment of this Note, and agrees that its liability
shall be unconditional, without regard to the liability of any other party, and shall not be affected in any manner by any indulgence, extension of time, renewal, waiver or modification granted or
consented to by Payee, and consents to any and all extensions of time, renewals, waivers, or modifications that may be granted by Payee with respect to the payment or other provisions of this Note, and
agrees that additional makers, endorsers, guarantors, or sureties may become parties hereto without notice to Maker or affecting Maker’s liability hereunder.
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8. Notices. All notices, statements or other documents which are required or contemplated by this Agreement shall be: (i) in writing and delivered personally or sent by first class registered or certified
mail, overnight courier service or facsimile or electronic transmission to the address designated in writing, (ii) by facsimile to the number most recently provided to such party or such other address or
fax number as may be designated in writing by such party and (iii) by electronic mail, to the electronic mail address most recently provided to such party or such other electronic mail address as may be
designated in writing by such party. Any notice or other communication so transmitted shall be deemed to have been given on the day of delivery, if delivered personally, on the business day following
receipt of written confirmation, if sent by facsimile or electronic transmission, one (1) business day after delivery to an overnight courier service or five (5) days after mailing if sent by mail.
 
9. Governing Law; Construction; Jurisdiction. This Note shall be governed by and construed and enforced in accordance with the laws of the State of New York, without giving effect to conflicts of
law principles that would result in the application of the substantive laws of another jurisdiction. The parties hereto (i) agree that any action, proceeding, claim or dispute arising out of, or relating in any
way to, this Note shall be brought and enforced in the courts of New York, in the State of New York, and irrevocably submits to such jurisdiction and venue, which jurisdiction and venue shall be
exclusive and (ii) waive any objection to such exclusive jurisdiction and venue or that such courts represent an inconvenient forum.
 
10. Severability. Any provision contained in this Note which is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in any
other jurisdiction.
 
11. Trust Waiver. Notwithstanding anything herein to the contrary, the Payee hereby irrevocably waives any and all right, title, interest, causes of action and claims of any kind or nature whatsoever
(each, a “Claim”) in or to, and any and all right to seek payment of any amounts due to it out of, the trust account established for the benefit of the public stockholders of the Company and into which
substantially all of the proceeds of the Company’s initial public offering were deposited (the “Trust Account”), and hereby irrevocably waives any Claim it presently has or may have in the future as a
result of, or arising out of, this agreement, which Claim would reduce, encumber or otherwise adversely affect the Trust Account or any monies or other assets in the Trust Account, and further agrees
not to seek recourse, reimbursement, payment or satisfaction of any Claim against the Trust Account or any monies or other assets in the Trust Account for any reason whatsoever.
 
12. Amendment; Waiver. Any amendment hereto or waiver of any provision hereof may be made with, and only with, the written consent of the Maker and the Payee.
 
13. Assignment. No assignment or transfer of this Note or any rights or obligations hereunder may be made by any party hereto (by operation of law or otherwise) without the prior written consent of
the other party hereto and any attempted assignment without the required consent shall be void; provided, however, that the foregoing shall not apply to an affiliate of the Payee who agrees to be bound
to the terms of this Note.
 

[Signature Page Follows] 
 

3

 
 
IN WITNESS WHEREOF, Maker, intending to be legally bound hereby, has caused this Note to be duly executed by the undersigned as of the day and year first above written.

 
 LEISURE ACQUISITION CORP.
    
 By: /s/ Daniel B. Silvers
  Name: Daniel B. Silvers
  Title: CEO
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Exhibit 31.1
 

CERTIFICATIONS
 

I, Daniel B. Silvers, certify that:
 

1. I have reviewed this Annual Report on Form 10-K of Leisure Acquisition Corp.;
 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances
under which such statements were made, not misleading with respect to the period covered by this report;

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and

cash flows of the registrant as of, and for, the periods presented in this report;
 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to

the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;
 
 b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance

regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;
 
 c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and

procedures, as of the end of the period covered by this report based on such evaluation; and
 
 d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal

quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee
of the registrant’s board of directors (or persons performing the equivalent functions):

 
 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s

ability to record, process, summarize and report financial information; and
 
 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.
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Date: March 10, 2020 By: /s/ Daniel B. Silvers
  Daniel B. Silvers
  Chief Executive Officer 

(Principal Executive Officer) 

f10k2019ex31-2_leisureacqu.htm  (https://sec.report/Document/0001213900-20-005867/f10k2019ex31-2_leisureacqu.htm) CERTIFICATION

ENT> EX-31.2 7 f10k2019ex31-2_leisureacqu.htm CERTIFICATION

Exhibit 31.2
 

CERTIFICATIONS
 

I, George Peng, certify that:
 

1. I have reviewed this Annual Report on Form 10-K of Leisure Acquisition Corp.;
 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances
under which such statements were made, not misleading with respect to the period covered by this report;

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and

cash flows of the registrant as of, and for, the periods presented in this report;
 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 
 a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to

the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;
 
 b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance

regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;
 
 c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and

procedures, as of the end of the period covered by this report based on such evaluation; and
 
 d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal

quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee
of the registrant’s board of directors (or persons performing the equivalent functions):

 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s

ability to record, process, summarize and report financial information; and
 
 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.
 
Date: March 10, 2020 By: /s/ George Peng
  George Peng
  Chief Financial Officer 

(Principal Financial and Accounting Officer) 
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Exhibit 32.1
 

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADDED BY
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

 
In connection with the Annual Report of Leisure Acquisition Corp. (the “Company”) on Form 10-K for the year ended December 31, 2019, as filed with the Securities and Exchange Commission (the
“Report”), I, Daniel B. Silvers, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as added by §906 of the Sarbanes-Oxley Act of 2002, that:
 

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 

2. To my knowledge, the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company as of and for the period
covered by the Report.

 
Date: March 10, 2020 By: /s/ Daniel B. Silvers
  Daniel B. Silvers
  Chief Executive Officer 

(Principal Executive Officer) 
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Exhibit 32.2
 

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADDED BY
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

 
In connection with the Annual Report of Leisure Acquisition Corp. (the “Company”) on Form 10-K for the year ended December 31, 2019, as filed with the Securities and Exchange Commission (the
“Report”), I, George Peng, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as added by §906 of the Sarbanes-Oxley Act of 2002, that:
 

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 

2. To my knowledge, the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company as of and for the period
covered by the Report.

 
Date: March 10, 2020 By: /s/ George Peng
  George Peng
  Chief Financial Officer 

(Principal Financial and Accounting Officer) 
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RW 1 d76848drw.htm REGISTRATION WITHDRAWAL
November 20, 2020

VIA EDGAR

U.S. Securities and Exchange Commission
Division of Corporation Finance
Office of Real Estate & Construction
100 F Street, N.E.
Washington, D.C. 20549-6010
 
Attention: Howard Efron

Shannon Menjivar
Ruairi Regan
Pam Long

 
 Re: GTWY Holdings Limited

Registration Statement on Form F-4
Filed January 31, 2020
File No. 333-236205

Ladies and Gentlemen:

Pursuant to Rule 477 of Regulation C under the Securities Act of 1933, as amended, GTWY Holdings Limited (the “Registrant”) hereby
respectfully requests that the Securities and Exchange Commission (the “Commission”) consent to the withdrawal of the Registration Statement on
Form F-4 (File No. 333-236205), together with all exhibits thereto (collectively, the “Registration Statement”) effective as of the date hereof or as soon
as practicable thereafter. The Registration Statement was publicly filed with the Commission on January 31, 2020.

At this time, the Registrant has determined not to proceed with the transactions contemplated by the Registration Statement. The Registration
Statement has not been declared effective by the Commission, and the Registrant hereby confirms that no securities were sold in connection with the
offering described in the Registration Statement.

Pursuant to Rule 477(b), the Registrant understands that this request for withdrawal of the Registration Statement will be deemed granted as of the
date hereof unless the Registrant receives notice from the Commission within 15 days of the date hereof that such request will not be granted.

In accordance with Rule 457(p) of Regulation C, the Registrant requests that all fees paid to the Commission in connection with the filing of the
Registration Statement be credited for future use.

Please do not hesitate to contact the undersigned or Christopher Lueking, Esq. of Latham & Watkins LLP, counsel to the Registrant, at
(312) 876-7680 with any questions with regard to this matter.
 
Very truly yours,

/s/ Tolek Strukoff

Tolek Strukoff
Chief Legal and Administrative Officer
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Kevin Baumann <pekiskokb@gmail.com>

James Riley Refusals And Under Advisements October 27 2020 

David Moore <david@moorebarristers.ca> 5 February 2021 at 06:40
To: Kevin Baumann <pekiskokb@gmail.com>, "Dearden, Richard" <Richard.Dearden@gowlingwlg.com>, "Benjamin Na
(benjamin.na@gowlingwlg.com)" <benjamin.na@gowlingwlg.com>, "Matthew Karabus (matthew.karabus@gowlingwlg.com)"
<matthew.karabus@gowlingwlg.com>, Ken Jones <kenjones@moorebarristers.ca>, "John E. Callaghan (john.callaghan@gowlingwlg.com)"
<john.callaghan@gowlingwlg.com>

Mr. Baumann—

 

Any issues you have regarding any questions refused during the cross examination of Mr. Riley should be raised (through the delivery of an
appropriate Motion Record) and be made returnable at the attendance scheduled for the end of the month before Mr. Justice McEwen.

 

David Moore

 

From: Kevin Baumann <pekiskokb@gmail.com>  
Sent: February 4, 2021 6:40 PM 
To: David Moore <david@moorebarristers.ca>; Dearden, Richard <Richard.Dearden@gowlingwlg.com>; Benjamin Na
(benjamin.na@gowlingwlg.com) <benjamin.na@gowlingwlg.com>; Matthew Karabus (matthew.karabus@gowlingwlg.com)
<matthew.karabus@gowlingwlg.com>; Ken Jones <kenjones@moorebarristers.ca>; John E. Callaghan (john.callaghan@gowlingwlg.com)
<john.callaghan@gowlingwlg.com> 
Subject: Fwd: James Riley Refusals And Under Advisements October 27 2020

 

Mr. Moore,

 

I sent you an email on October 23, 2020, for convenience in preparation of my cross-examination of Mr. Riley on October 27, 2020 and to again
remind you of the disclosure of records and answers I require in order to defend your clients Action. I have yet to receive your clients answers and
disclosure relating to my cross examination of Mr. Riley, plus the requested documents which I have sought by email on many occasions. 

 

I do acknowledge your January 26, 2021 email as attached, where you state your many reasons and objections to disclose. My position is the
disclosure I have sought by email as well as during the cross examination of Mr. Riley is directly related to the Action and is relevant and material. 

 

From your January 26, 2021 email it is obvious I will not be receiving complete answers or disclosure. 

 
 

My position is what I'm seeking is relevant and material and relates directly to the Anti SLAPP, although I will wait and not file a Motion until the 11
days prior in the event you change your position referenced in your January 26, 2021 email. 

  

Sincerely,

Kevin Baumann

 

From: Kevin Baumann <pekiskokb@gmail.com>
Date: October 23, 2020 at 7:21:46 PM MDT
To: David Moore <david@moorebarristers.ca>
Cc: "Thomson, Kent" <KentThomson@dwpv.com>, "Milne-Smith, Matthew" <MMilne-Smith@dwpv.com>,
"O'Sullivan, Maura" <mosullivan@dwpv.com>, "Devin@mathersmchenryandco.com"
<Devin@mathersmchenryandco.com>, Phil Tunley <phil@tunleylaw.ca>, "kenjones@moorebarristers.ca"
<kenjones@moorebarristers.ca>, "Callaghan, John" <John.Callaghan@gowlingwlg.com>, Richard Dearden
<Richard.Dearden@gowlingwlg.com>, "Na, Benjamin" <Benjamin.Na@gowlingwlg.com>, "Karabus, Matthew
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(Matthew.Karabus@gowlingwlg.com)" <Matthew.Karabus@gowlingwlg.com>, "'Linda Plumpton'
(lplumpton@torys.com)" <lplumpton@torys.com>, "Jackson, Leora" <ljackson@torys.com>, "llung@lerners.ca"
<llung@lerners.ca>, Rebecca Shoom <rshoom@lerners.ca>, Jennifer Saville <jennifer.saville@stlbarristers.ca>,
Dimitri Lascaris <alexander.lascaris@gmail.com>, "alexi. ca" <alexi.wood@stlbarristers.ca>, Jeff McFarlane
<jmcfarlane@triathloncc.com>, Darryl Levitt <darryl@dlevittassociates.com>, "psteep@mccarthy.ca"
<psteep@mccarthy.ca>, "'gavin@mackenziebarristers.com' (gavin@mackenziebarristers.com)"
<gavin@mackenziebarristers.com>, "brooke@mackenziebarristers.com" <brooke@mackenziebarristers.com>,
"'John Adair (JAdair@agbllp.com)' (jadair@agbllp.com)" <jadair@agbllp.com>, "mdarcy@agbllp.com"
<mdarcy@agbllp.com>, "'Robert Brush (rbrush@cmblaw.ca)' (rbrush@cmblaw.ca)" <rbrush@cmblaw.ca>,
"ctedesco@cmblaw.ca" <ctedesco@cmblaw.ca>, Mel Solmon <msolmon@srtslegal.com>, "Reisman, Stacey
(sreisman@torys.com)" <sreisman@torys.com>, "marco.romeo@gowlingwlg.com"
<marco.romeo@gowlingwlg.com>, "Chesney, Erin" <ECHESNEY@mccarthy.ca>, "ben@whittenlublin.com"
<ben@whittenlublin.com>, Andrew Carlson <acarlson@dwpv.com>, Pekisko Ranch <kevinpds@telus.net>
Subject: Disclosure
Mr Moore and other plaintiffs counsel and defendants counsel
Further to my multiple requests for disclosure i have again reviewed your clients disclosure and there are additional
item which i again demand. Failing you providing all disclosure i will take it up with Justice Hainey whose assistant
Alsou has asked that availability be sought on Monday .
My requests are not records to be obtained during discovery they are records relating to why I’m actually included in
this bazarre case .
The following is my demand to you to disclose or my ask to Justice Hainey to provide a final endorsement.
1. There is not one record relating to the conduct and communications between the plaintiffs and their CRO Sinclair
and other parties , this is blatantly relevant as Sinclair’s conduct resulted in Callidus’ unsuccessful summary attempt
and appeal in Alberta .
2. There is no disclosure relating to your clients false police report against me to the Blackfalds RCMP. This
mischievous move was brought two years after your client oppressed Alken by denying its own substantial
receivables funds being held by your client without even an explanation .
3. As demanded before , Mr Glassman bragged in his own public in print earnings transcript documents of at least 14
loans with yield enhancement on , that and other statements within the transcripts flow to 14 yield enhancement
agreements, 14 third party reports and 14 requests from Callidus to its auditor KPMG to evaluate and include the
values within Callidus’ financials or at the least review as Glassman stated .
4. From the limited disclosure received there are some email communications between Callidus and the OSC . There
is obvious selective disclosure being played as there is no disclosure between the plaintiffs and the OSC which
resulted in sanctions against Callidus, which Glassman refers to as recommendations .
5. Considering Mr Boyer was an account manager for most of the borrowers which are named in the action , and
Callidus has sued Mr Boyer for fraud or misrepresentation, communications between the plaintiffs and Boyer relating
to borrowers is relevant and required .
Sincerely
Kevin Baumann
 
 
From: Kevin Baumann <pekiskokb@gmail.com>
Date: February 2, 2021 at 8:26:10 PM MST
To: David Moore <david@moorebarristers.ca>
Subject: Refusals and under advisements
 

Thanks, I disagree with your assertions as my questions and records sought are absolutely relevant to this action . I will be booking a 930 with Justice Mcewan
to address your lack of production.
 
Sincerely 
Kevin Baumann 
 

On Jan 26, 2021, at 4:42 AM, David Moore <david@moorebarristers.ca> wrote:
 

Dear Mr. Baumann—
 
Regarding your prior email(s) with respect to the relevance/propriety of certain questions which you put to Mr. Riley, please
be advised that we stand by our positions as expressed during your cross-examination of Mr. Riley.
 
In our view the objections taken during your cross-examination were valid, as the questions in issue (i) related to issues and
allegations you attempted to raise through your amended counterclaim, which Justice Hainey had previously ruled could not
be advanced; (ii) were argumentative and improper and (iii) were otherwise irrelevant and inappropriate.
 
At present, we are finalizing responding charts dealing specifically with the refusals, undertaking and advisements during Mr.
Riley’s 4 day cross examination, which involve multiple parties. We will provide the chart referrable to and confirming our
objections to your individual questions as soon as possible.
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David Moore
 
 

 

---------- Forwarded message --------- 
From: Kevin Baumann <pekiskokb@gmail.com> 
Date: Tue, 15 Dec 2020 at 16:28 
Subject: James Riley Refusals And Under Advisements October 27 2020 
To: David Moore <david@moorebarristers.ca>, Richard Dearden <richard.dearden@gowlingwlg.com>, Benjamin Na
<benjamin.na@gowlingwlg.com>

Gentlemen  

Attached is the refusals and under advisements of Mr Riley’s cross examination on October 27 , 2020 . Any questions please reach out  
>  
>   
>  

Sincerely  
Kevin Baumann  
403-505-7784
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Court File No. CV-17-587463-00CL 

 
ONTARIO 

SUPERIOR COURT OF JUSTICE 
COMMERCIAL LIST 

   
B E T W E E N:   

THE CATALYST CAPITAL GROUP INC.  
and  

CALLIDUS CAPITAL CORPORATION 
Plaintiffs 

 - and -  
   

WEST FACE CAPITAL INC., GREGORY BOLAND, M5V ADVISORS INC. 
c.o.b. ANSON GROUP CANADA, ADMIRALTY ADVISORS LLC, FRIGATE  
VENTURES LP, ANSON INVESTMENTS LP, ANSON CAPITAL LP, ANSON 

INVESTMENTS MASTER FUND LP, AIMF GP, ANSON CATALYST  
MASTER FUND LP, ACF GP, MOEZ KASSAM, ADAM SPEARS, SUNNY  

PURI, CLARITYSPRING INC., NATHAN ANDERSON, BRUCE  
LANGSTAFF, ROB COPELAND, KEVIN BAUMANN, JEFFREY  

MCFARLANE, DARRYL LEVITT, RICHARD MOLYNEUX, GERALD DUHAMEL, GEORGE 
WESLEY VOORHEIS, BRUCE LIVESEY AND JOHN DOES #4-10 

Defendants  
 
 

FACTUM OF THE DEFENDANT KEVIN BAUMANN 
(Kevin Baumann’s Motion re Refusals and Under Advisements Production  

from James Riley Cross Examination October 27, 2020) 
 
 
 

 
 
 

 
 
 
 
 
 
 
 
 

TO: THE SERVICE LIST ATTACHED HERETO AS SCHEDULE “A” 
 
 
 
 
 
 
 
 
 
 

February 19, 2021   KEVIN BAUMANN 
Box 109 
Bluffton, Alberta T0C 0M0    
Email: pekiskokb@gmail.com 
Tel: 403-505-7784 
 
Self - Represented                                                                                            
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 2 
PART I - INTRODUCTION 

 
1. The plaintiffs in this action have sought damages in excess of $450 million in retaliation 

against several parties which exposed the plaintiffs’ business practices. The plaintiffs and 

the defendants, West Face Capital Inc. and Gregory Boland (the “West Face Defendants”), 

have a long and protracted history of litigation. In addition, Baumann has a long and 

protracted history with the plaintiffs. This litigation has been referred to in recent  rulings 

as Goliath vs Goliath. Baumann has experienced substantial litigation by the plaintiffs as 

well in a series of multiple overlapping claims against him. Baumann is collateral damage 

in this Goliath vs Goliath battle.  

2. The underlying proceedings are spurious lawsuits that have been brought by the plaintiffs 

to punish Baumann for uncovering the plaintiffs’ misconduct and asserting his rights to 

challenge the plaintiffs for their misconduct. The misconduct arose from a loan that was 

breached by the plaintiffs, in addition to other unlawful conduct of the plaintiffs which 

caused Baumann substantial damages. 

3. Despite significant overlapping claims in Alberta and Ontario, the plaintiffs continue to withhold 

and conceal relevant records in their possession in this case as they have done in all of their other 

cases..  

4. In these proceedings Baumann has sought production and disclosure of relevant records from the 

plaintiffs on multiple occasions, and which requests have gone unanswered by the plaintiffs’ 

counsel. It was only on February 5, 2021 that the plaintiffs’ counsel through Mr. Moore advised 

Baumann to bring a motion to compel answers as the plaintiffs would not be producing or answering 

the questions on James Riley’s cross examination held on October 27, 2020. The very questions 

that had been put to Riley and taken under advisement and subsequently refused, go to the heart of 

the claims against Baumann and his assertion of his defences  in the Anti-SLAPP proceedings and 

to refute the allegations against him. 
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 3 
5. The plaintiffs claim that they have produced approximately 170,000 records, yet they refused to 

provide access to the majority of these records until eight months after the parties had been directed 

to make production. In large part, the records are comprised of publicly available information and 

limited internal records have been disclosed and produced except for being compelled to do so by 

Court endorsements. There is still significant amounts of relevant records that are necessary and 

are not privileged that the plaintiffs continue to conceal from disclosure. 

PART II - THE FACTS 

 
6. For the plaintiffs’ convenience, Bauman sent to the plaintiffs’ counsel an email on October 23, 2020 

(four days prior to Riley’s cross examination) listing some of the materials he would be requesting 

during his examination of Riley to assist him in conducting a proper cross examination of Riley. The 

email was provided to the court reporter as well.  

 

7. Mr. Moore’s response to Baumann’s October 23, 2020 email on the Zoom screen is set out within 

page 382 line 12 of Exhibit F 1 “We are here to have a cross-examination on the SLAPP motions. I 

am not going to go through all of these points because it will just take up too much time and debate 

on this cross-examination, and I don't want to interfere with your ability to ask relevant questions, 

but I will just make this observation as an example. The first document referred to involves in CRO 

Sinclair and other parties, and he is one of the parties who you wanted to enjoin in your amended 

counterclaim that Justice Hainey said could not be brought forward at this time. And so we don't 

agree that all these records are relevant or material to the SLAPP motions, and so we are not going 

to give that undertaking.” 

 
8. Refusal number 1 on Chart – Winding Down of Callidus   

Mr. Moore refused to have Riley answer this question on the basis that Riley said he couldn’t 

remember what he said.  This contradicts Riley’s earlier response as can be seen on page 269 and 270 

Exhibit F, whereby Riley answered, “Callidus is in the course of a wind-down, and there is a new 

entity called FrontWell Partners that was launched in September”.  Further on page 269 and 270 it 
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 4 
confirms the similar ownership structure of ownership of Callidus and FrontWell. 2 

 

9. Refusal Number 2 on Chart– Questions Within Prior Email Sent to Plaintiffs’ Counsel 

Mr. Moore on behalf of Riley, refused to have Riley answer any questions set out in my prior email 

and which are relevant to this motion. Given the plaintiffs’ incomplete disclosure and lack of 

production, Baumann has not been able to complete a proper cross examination of Riley and would 

require Riley’s reattendance to properly answer questions put to him. Furthermore, Riley’s refusals 

have hindered Baumann in conducting a proper examination.. 

 
10. Refusal number 3  on Chart – Signing of Callidus Code of Conduct by Representatives 

 
Mr. Moore refused to answer whether Riley or Sinclair or Sinclair’s company, Sinclair Range, signed 

Callidus’ Code of Conduct and Ethics document. 

 

It is relevant to establish whether Riley and Sinclair signed Callidus’ Code of Conduct and Ethics as 

that document states that the signatory’s must conduct themselves with the utmost honestly and fair 

dealing. Attached as Exhibit I. 3  

 
11. Refusal number 4 on Chart 

 
Riley refused to answer whether he was aware that Sinclair had been sanctioned by the OSC prior to 

Callidus insisting that Sinclair be engaged by Alken in order to receive contracted funds from Callidus.  

 
12. Taken Under Advisement number 5 on Chart and subsequently refused 

The plaintiffs have alleged that Baumann has breached confidentiality relating to loan documents as 

claimed in Exhibit A. 4 Baumann sought in the cross examination of Riley to confirm whether there 

was any confidentiality clause within the main credit agreement.  
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3 Exhibit I of Baumann’s Affidavit dated February 16, 2021 
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 5 
13.  Taken Under Advisement number 6 on Chart and subsequently refused 

Baumann requested information as per terms of the credit agreement whether Callidus officially 

requested a paydown/top-up of a portion of the loan.  

 

14. Taken Under Advisement number  7 on Chart and subsequently refused 

Baumann sought confirmation whether Riley did or did not sign a Code of Conduct and Ethics 

document. 

 

15. Taken Under Advisement number  8 on Chart  and subsequently refused 

Baumann asked why Callidus’ Code of Conduct and Ethics was not filed on SEDAR, it was a 

condition that the Code of Conduct be filed prior to trading – this is relevant in that he maintains his 

assertions that the plaintiffs have violated their own Code of Conduct on multiple occasions. A Code 

of Conduct would have  set the bar for the plaintiffs and their agents’ conduct, all of which Baumann 

has complained that the plaintiffs have not adhered to. 

 

16. Taken Under Advisement number  9 on Chart and subsequently refused 

Baumann requested the National Bank reports of Callidus’ claims supporting a $0.50 to $1.00 per 

share price which Glassman stated is undervalued. Glassman maintained as per the Q2 2016 earnings 

call transcript that the yield enhancements were undervalued.  

 

17. Taken Under Advisement number  10 on Chart and subsequently refused 

Baumann asked for the independent third-party valuator reports relating to yield enhancements 

referenced by Glassman within the Q2 2016 earnings call transcript.  They have not been disclosed in 

the plaintiffs’ production. 

 

18. Taken Under Advisement number  11 on Chart and subsequently refused 

Baumann asked for independent third-party valuator reports. This is relevant to the Anti SLAPP 

motion as the plaintiffs have sued him for challenging their yield enhancement scheme which 
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Glassman claims the yield enhancements were reviewed by auditors and outside valuators. No 

correspondence or file notes relating to such review by auditors and outside valuators have been 

disclosed by the plaintiffs. 

 

19. Taken Under Advisement number  12 on Chart and subsequently refused 

Baumann requested the plaintiffs to disclose their RCMP complaint in Alberta against him. Baumann 

has produced his Calgary police complaint. The Alberta complaint further confirms Callidus’ 

retaliatory actions against him after Baumann exposed Callidus’ and its representatives’ misconduct, 

which misconduct is ongoing. The RCMP have informed Baumann that no charges would be brought 

against him as a result of the plaintiffs’ complaint against him. Baumann believes the plaintiffs’ 

complaint was malicious and was filed two years after the plaintiffs’ false allegations against him, and 

due to the ongoing misconduct of the plaintiffs which Baumann has exposed, and which Baumann is 

being sued for.  

 

20. Taken Under Advisement number  13 on Chart and subsequently refused 

Baumann requested confirmation whether other candidates were advanced by Callidus to Alken Basin 

Drilling Ltd other than Sinclair. Riley answered that he thought that several names where put forward 

for his consideration. Riley stated he would have to go back and look at the file. To date, Riley has 

not answered the question. This is relevant to this proceeding because the plaintiffs have accused 

Baumann of falsely complaining that Sinclair was imposed on him by Callidus.  

 

21. The plaintiffs have asserted that the questions were improper and related to a counterclaim Baumann 

intended to bring in these proceedings and which is ongoing in Alberta. While these questions have 

significant overlap as do all of the claims that the plaintiffs have brought against Baumann, it does not 

depart from the relevance and materiality of these records and materials within the Anti SLAPP 

proceeding. 5  
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 7 
22. Compelling the plaintiffs to properly answer the questions that were refused and taken under 

advisement  are necessary and directly related to the issues in the Anti SLAPP Motion and to which 

the plaintiffs have continued to attempt to conceal, validating Baumann’s concerns of the plaintiffs’ 

pattern of misconduct.  

 

23. The plaintiffs has stated within its Q2 2016 earnings call transcript that they entered into 

agreements with borrowers in order to obtain yield enhancements with the party. “In 

addition, under the IFRS rules, we are required to recognize whether it's on the P&L or 

the balance sheet, the yield enhancements in the period in which it becomes obvious that 

that is available to us or that is the agreement.”  6  There have been no yield enhancement 

agreements disclosed between the plaintiffs and any borrowers within the plaintiffs’ 

affidavit of documents.  

 
 

PART III - ORDER REQUESTED 
 

24. For the foregoing reasons, Mr. Baumann respectfully requests that this Honourable Court 

compel the plaintiffs to answer the questions and produce the records and for Riley to 

reattend for further cross examination on those records.   

 

ALL OF WHICH IS RESPECTFULLY SUBMITTED this 19th day of  February 2021. 
 
 
 

Kevin Baumann  
Self – Represented 
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SCHEDULE “A” 

 
TO:   Gowlings WLG (Canada) LLP 

1 First Canadian Place 
100 King Street West 
Suite 1600 
Toronto, ON M5X 1G5 
Fax: 416.862.7661 

 
Richard G. Dearden 
Tel: 613.786.0135 
richard.dearden@gowlingwlg.com 

 
John Callaghan 
Tel: 416.369.6693 
john.callaghan@gowlingwlg.com 

 
Benjamin Na 
Tel: 416.862.4455 
benjamin.na@gowlingwlg.com 

 
Matthew Karabus 
Tel: 416.369.6181 
matthew.karabus@gowlingwlg.com 

 
Moore Barristers 
393 University Avenue 
Suite 1600 
Toronto, ON M5G 1E6 
Fax: 416.581.1279 

 
David C. Moore (LSO #: 16996U) 
Tel: 416.581.1818 x. 222 
david@moorebarristers.ca 

 
Kenneth Jones (LSO #: 29918I) 
Tel: 416.581.1818 x 224 
kenjones@moorebarristers.ca 

 
Lawyers for the Plaintiffs (Defendants to the Counterclaim), The Catalyst Capital 
Group Inc. and Callidus Capital Corporation and the Defendants to the 
Counterclaim, Newton Glassman, Gabriel De Alba and James Riley 

 
 
AND TO: Davies Ward Phillips & Vineberg LLP 

Barristers and Solicitors 
155 Wellington Street West, 
37th Floor 
Toronto, ON M5V 3J7 
Fax: 416.863.0871 
Kent E. Thomson (LSO #: 24264J) 
Tel: 416.863.5566 
kentthomson@dwpv.com 
Matthew Milne-Smith (LSO #: 44266P) 
Tel: 416.863.5595 
mmilne-smith@dwpv.com 
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Andrew Carlson (LSO #: 58850N) 
Tel: 416.367.7437 
acarlson@dwpv.com 

 
Maura O’Sullivan (LSO #: 77098R) 
Tel: 416.367.7481 
mosullivan@dwpv.com 

 
Lawyers for the Defendants (Plaintiffs by Counterclaim), 
West Face Capital Inc. and Gregory Boland 
 

AND TO: Torys LLP 
79 Wellington St. W., 30th Floor 
Box 270, TD South Tower 
Toronto, ON M5K 1N2 
Fax: 416.865.7380 
 
Linda Plumpton (LSO #: 38400A) 
Tel: 416.865.8193 
lplumpton@torys.com 
 
Andrew Bernstein (LSO #: 42191F) 
Tel: 416.865.7678 
abernstein@torys.com 
 
Stacey Reisman (LSO #: 72184U) 
Tel: 416.865.7537 
sreisman@torys.com 
 
Leora Jackson (LSO #: 68448L) 
Tel: 416.865.7547 
ljackson@torys.com 
 
Lawyers for the Defendants, 
M5V Advisors Inc. c.o.b. Anson Group Canada, Admiralty Advisors LLC, Frigate Ventures 
LP, Anson Investments LP, Anson Capital LP, Anson 
Investments Master Fund LP, AIMF GP, Anson Catalyst Master Fund LP, ACF GP, Moez 
Kassam, Adam Spears and Sunny Puri (collectively, the “Anson Defendants”) 

 
AND TO:  Lerners LLP 

Barristers and Solicitors 
130 Adelaide Street West 
Suite 2400 
Toronto, ON M5H 3P5 
Fax: 416.867.9192 

 
Lucas E. Lung (LSO #: 52595C) 
Tel: 416.601.2673 
Fax: 416.601.4192 
llung@lerners.ca 
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Rebecca Shoom 
Tel: 416.601.2382 
Fax: 416.601.4185 
rshoom@lerners.ca 

 
Lawyers for the Defendants, 
ClaritySpring Inc. and Nathan Anderson 

 
AND TO:  Mathers McHenry & Co. 

Barristers & Solicitors 
Brookfield Place 
TD Canada Trust Tower 
161 Bay Street, Suite 2700 
Toronto, ON M5J 2S1 
Fax: 647.660.8119 

 
Devin M. Jarcaig (LSO #: 62223U) 
Tel: 416.572.2147 
devin@mathersmchenryandco.com 

 
Lawyers for the Defendant (Plaintiff by Counterclaim), 
Bruce Langstaff 

 
AND TO:  St. Lawrence Barristers LLP 

33 Britain Street 
2nd Floor 
Toronto, ON M5A 1R7 
Fax: 647.245.8285 
Phil Tunley 
Tel: 647.245.8282 
Phil.Tunley@Stlbarristers.ca 

 
Alexi N. Wood 
Tel: 647.245.8283 
alexi.wood@Stlbarristers.ca 
Jennifer Saville 
Tel: 647.245.2222 
jennifer.saville@Stlbarristers.ca 
 
Lawyers for the Defendant, 
Rob Copeland 
 

 
AND TO:  Jeffrey McFarlane 

558 Royal Sunset Dr. 
Durham, NC, 27713 USA 
jmcfarlane@triathloncc.com 
Defendant 

 
AND TO:  Darryl Levitt 

Suite 100 
400 Applewood Crescent 
Vaughan, ON L4K 0C3 
Tel: 416.879.6965 
darryl@dlevittassociates.com 
Defendant 
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AND TO: Solmon Rothbart Tourgis Slodovnick LLP 

Barristers and Solicitors 
375 University Avenue 
Suite 701 
Toronto, ON M5G 2J5 
Fax: 416.947.0079 
 
Melvyn Solmon 
Tel: 416.947.1093 x. 333 
msolmon@srglegal.com 
 
Nancy Tourgis 
Tel: 416.947.1093, x. 342 
ntourgis@srglegal.com 
 
Lawyers for the Defendant, 
Richard Molyneux 

 
 
AND TO:  Whitten & Lublin 

141 Adelaide Street West, Suite 1100 
Toronto, ON M5H 3L5 
Fax: 416.644.5198 
 
Ben J. Hahn (LSO #64412J) 
Tel: 416.640.2667 
ben@whittenlublin.com 
 
Lawyer for the Defendant, 
Gerald Duhamel 

 
AND TO:  McCarthy Tétrault LLP 

Suite 5300, TD Bank Tower 
66 Wellington Street West 
Toronto, ON M5K 1E6 
Fax: 416.868.0673 
 
R. Paul Steep (LSO #: 21869L) 
Tel: 416.601.7998 
psteep@mccarthy.ca 
 
Erin Chesney 
Tel: 416.601.8215 
echesney@mccarthy.ca 
 
Lawyers for the Defendant, 
George Wesley Voorheis 

 
AND TO:  A. Dimitri Lascaris Law Professional Corporation 

360, Rue St. Jacques, Suite G101 
Montreal, QC H2Y 1P5 
 
A.Dimitri Lascaris 
Tel: 514.941.5991 
Fax: 514.660.7845 
alexander.lascaris@gmail.com 1823
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A.J. Freedman (LSO #: 73196R) 
Tel: 647.968.9560 
Fax: 647.243.6620 
aj@kalloghlianmyers.com 
c/o A. Dimitri Lascaris P.C. 
 
Lawyers for the Defendant, 
Bruce Livesey 

 
AND TO:  John Does #4-10 

Defendant
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SCHEDULE “B” 
RELEVANT 
STATUTES 

 
Courts of Justice Act, RSO 1990, c C.43. 

 
PREVENTION OF PROCEEDINGS THAT LIMIT FREEDOM OF 

EXPRESSION ON MATTERS OF PUBLIC INTEREST (GAG PROCEEDINGS) 
 

Dismissal of proceeding that limits 

debate Purposes 

137.1 (1) The purposes of this section and sections 137.2 to 137.5 are, 

(a) to encourage individuals to express themselves on matters of public interest; 
 

(b) to promote broad participation in debates on matters of public interest; 
 

(c) to discourage the use of litigation as a means of unduly limiting expression on matters 
of public interest; and 

(d) to reduce the risk that participation by the public in debates on matters of public 
interest will be hampered by fear of legal action. 2015, c. 23, s. 3. 

 
 

Brief of authorities 
Baumann is relying on the previous directions  and endorsements from the above Honourable Court. 
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