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TORONTO—At least four individuals have filed whistleblower complaints with
Canadian securities regulators alleging fraud at a multibillion-dollar investment firm
and its publicly traded lending arm, according to people familiar with the matter and
documents reviewed by The Wall Street Journal.

Catalyst Capital Group Inc., one of Canada’s largest private-equity firms, is accused in
the complaints of artificially inflating the value of some of its assets and deceiving
borrowers about the terms of loans it made. The complaints have prompted officials at
the Ontario Securities Commission, the country’s leading securities regulator, to make
inquiries and question people familiar with Catalyst, according to the people and
documents.

A unit of the Toronto Police Service that specializes in financial crimes has separately
begun its own inquiries, a department spokeswoman said.

The inquiries don’t necessarily lead to an investigation.

Catalyst is led by Newton “Newt” Glassman, 53 years old, who has described his
businesses as the “ Goldman Sachs of Canada.”

His private-equity firm, which oversees 6 billion Canadian dollars ($4.8 billion) for
international clients, is one of the country’s more aggressive investors, industry
executives say. Catalyst mostly invests in high-interest loans to financially distressed
firms such as casino game makers or biopharmaceutical companies, and sometimes
takes control of the businesses if the loans aren’t paid.

Company officials wouldn’t comment for this article.
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Canadian Private-Equity Giant
Catalyst Accused of Fraud by
Whistleblowers
Authorities looking into complaints that Catalyst inflated value of assets, deceived
borrowers

A unit of the Toronto Police Service has begun its own inquiries into Catalyst. PHOTO: ZUMAPRESS.COM
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Under a program begun last
year, Ontario regulators
accept whistleblower
submissions from any
individual with original
information about an alleged
violation of securities law.
Regulators dismiss many
complaints without any
inquiries, according to people
familiar with the process.
Those reports that merit a

review are sent to the program’s inquiries team, which conducts interviews and other
research before deciding whether to open a formal investigation, the people said.

Some but not all of the filers of the Catalyst whistleblower complaints have worked at
companies that borrowed money from Mr. Glassman’s firms, and later had their
businesses seized, said people familiar with the matter. Some are involved in litigation
with Catalyst, the people said. Some of the complaints involve a series of loans to a small
technology distributor, while others focus on other investments and the firm’s
accounting.

Each of the complainants may receive up to C$5 million under the OSC whistleblower
program if their allegations prove true.

Neither Mr. Glassman nor his companies have been accused by authorities of any
wrongdoing.

Mr. Glassman is also chief executive of Callidus Capital Corp., a so-called alternative
lender listed on the Toronto Stock Exchange. Callidus’s lending practices are also a
subject of the whistleblower complaints, according to the people and documents.

Catalyst funds own a majority of Callidus’s public shares and some senior executives
work concurrently at both firms.

Catalyst is ranked among the top fundraisers for investments in distressed debt over the
past decade, with more than $4 billion of new money collected, according to researcher
Preqin. Catalyst is considering raising another such fund as soon as this fall, said people
familiar with the matter.

Existing investors include the endowments of Harvard University, McGill University
and wealthy clients of Morgan Stanley , according to people familiar with the matter.

A trained lawyer, Mr. Glassman founded Catalyst in 2002 after working at private-equity
giant Cerberus Capital. He earned a reputation for lending when others wouldn’t, such
as to companies on the brink of bankruptcy, a strategy that consistently led to double-
digit annual returns.

Catalyst this spring was awarded “Global Private Equity Turnaround Firm Of The Year”
from the Global M&A Network, a trade group, for recent investments in companies like
troubled film studio Relativity Media LLC.

Well-known in Canadian business circles, Mr. Glassman is protective of his own privacy.
He has at times forbidden friends and journalists from taking his photograph.

His companies sometimes file multiple lawsuits against borrowers believed to have
violated the terms of their loans.

One of those borrowers is Jeff McFarlane.

Mr. McFarlane is the former chief executive of computer distributor Xchange
Technology Group, known as XTG. He said his company began borrowing from Callidus
in late 2012 after the lender purchased its $11.6 million loan from a U.S. bank.
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Within a year, Xchange was in insolvency proceedings. Callidus purchased the company
for about $34 million, according to court documents.

When Callidus went public in 2014, Catalyst, its majority shareholder, agreed to cover
future losses on loans including Xchange.

In September 2015, Callidus recorded the Xchange investment as an asset for sale at
C$66.9 million in a quarterly earnings report.

Then in March 2016, Catalyst transferred C$101 million to Callidus for Xchange, “an
amount equal to the total outstanding principal plus accrued and unpaid interest,”
filings show.

In December 2016, Catalyst told its investors that the Xchange stake was only worth a
fraction of what it had paid that March, triggering losses on two of its funds, according
to one of the whistleblower complaints and documents reviewed by the Journal.

Mr. McFarlane confirmed he filed one of the whistleblower complaints. His complaint,
and one other, alleges that Catalyst funds overpaid Callidus to acquire the Xchange
investment, and delayed and underreported potential losses. “I have serious concerns
about the integrity of Callidus’s accounting around XTG,” Mr. McFarlane said.

Last month, the Court of Appeal for Ontario found Mr. McFarlane responsible for a
personal guarantee on Xchange’s debts that was far less than Callidus was seeking in a
civil suit.

Mr. Glassman’s companies have also sued or counter sued government agencies and
former employees for damages in relation to alleged business breaches and misconduct.

Callidus in February sued a former employee and alleged he was responsible for
“artificially inflating” the financial performance of some of its investments, including
Xchange. The employee responded in a court filing denying that, and said Callidus made
the claim to deflect attention from “multiple complaints and regulatory investigations.”
Litigation is ongoing.

As part of its quarterly earnings, Callidus in May disclosed that its accounting practices
were under review from the OSC. Mr. Glassman told analysts at that time that the review
was “nothing extraordinary.” He added, “If there was a significant issue with the
Commission, I’m fairly certain the Commission would force us to disclose it.”

Callidus shares are down 19% this year.

Copyright &copy;2017 Dow Jones &amp; Company, Inc. All Rights Reserved

This copy is for your personal, non-commercial use only. To order presentation-ready copies for distribution to your colleagues, clients or customers visit
http://www.djreprints.com.
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By  

Rob Copeland and  
Jacquie McNish 
Updated Aug. 9, 2017 9:53 pm ET 

TORONTO—At least four individuals have filed whistleblower complaints with Canadian 
securities regulators alleging fraud at a multibillion-dollar investment firm and its publicly 
traded lending arm, according to people familiar with the matter and documents reviewed by 
The Wall Street Journal. 
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Catalyst Capital Group Inc., one of Canada’s largest private-equity firms, is accused in the 
complaints of artificially inflating the value of some of its assets and deceiving borrowers about 
the terms of loans it made. The complaints have prompted officials at the Ontario Securities 
Commission, the country’s leading securities regulator, to make inquiries and question people 
familiar with Catalyst, according to the people and documents. 

A unit of the Toronto Police Service that specializes in financial crimes has separately begun 
its own inquiries, a department spokeswoman said. 

The inquiries don’t necessarily lead to an investigation. 

Catalyst is led by Newton “Newt” Glassman, 53 years old, who has described his businesses as 
the “Goldman Sachs of Canada.” 

His private-equity firm, which oversees 6 billion Canadian dollars ($4.8 billion) for 
international clients, is one of the country’s more aggressive investors, industry executives say. 
Catalyst mostly invests in high-interest loans to financially distressed firms such as casino 
game makers or biopharmaceutical companies, and sometimes takes control of the businesses if 
the loans aren’t paid. 

Company officials declined to comment before publication for this article. 

In a statement following digital publication, company officials said they know of no legitimate 
basis for any whistleblower complaint. The companies said they believe the whistleblowers are 
filing “deliberately misleading” reports with the OSC. 

“Callidus believes that it is the actions of those individuals that warrants investigation,” the 
statement said. Callidus Capital Corp. is the lending arm of Catalyst. 
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Under a program begun last year, Ontario regulators accept whistleblower submissions from 
any individual with original information about an alleged violation of securities law. 
Regulators dismiss many complaints without any inquiries, according to people familiar with 
the process. Those reports that merit a review are sent to the program’s inquiries team, which 
conducts interviews and other research before deciding whether to open a formal investigation, 
the people said. 

Some but not all of the filers of the Catalyst whistleblower complaints have worked at 
companies that borrowed money from Mr. Glassman’s firms, and later had their businesses 
seized, said people familiar with the matter. Some are involved in litigation with Catalyst, the 
people said. Some of the complaints involve a series of loans to a small technology distributor, 
while others focus on other investments and the firm’s accounting. 

Each of the complainants may receive up to C$5 million under the OSC whistleblower 
program if their allegations prove true. 

Neither Mr. Glassman nor his companies have been accused by authorities of any wrongdoing. 
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Mr. Glassman is also chief executive of Callidus, the alternative lender listed on the Toronto 
Stock Exchange. Callidus’s lending practices are also a subject of the whistleblower 
complaints, according to the people and documents. 

Catalyst funds own a majority of Callidus’s public shares and some senior executives work 
concurrently at both firms. 

Callidus shares dropped 19% Wednesday afternoon to C$12.06 after the Journal reported on 
the whistleblower inquiries. The stock fell 21% on the day overall and is down 35% this year. 

Catalyst is ranked among the top fundraisers for investments in distressed debt over the past 
decade, with more than $4 billion of new money collected, according to researcher Preqin. 
Catalyst is considering raising another such fund as soon as this fall, said people familiar with 
the matter. 

Existing investors include the endowments of Harvard University, McGill University and 
wealthy clients of Morgan Stanley, according to people familiar with the matter. 

A trained lawyer, Mr. Glassman founded Catalyst in 2002 after working at private-equity giant 
Cerberus Capital. He earned a reputation for lending when others wouldn’t, such as to 
companies on the brink of bankruptcy, a strategy that consistently led to double-digit annual 
returns. 

Catalyst this spring was awarded “Global Private Equity Turnaround Firm Of The Year” from 
the Global M&A Network, a trade group, for recent investments in companies like troubled 
film studio Relativity Media LLC. 

Well-known in Canadian business circles, Mr. Glassman is protective of his own privacy. He 
has at times forbidden friends and journalists from taking his photograph. 

His companies sometimes file multiple lawsuits against borrowers believed to have violated the 
terms of their loans. 

One of those borrowers is Jeff McFarlane. Mr. McFarlane is the former chief executive of 
computer distributor Xchange Technology Group, known as XTG. He said his company began 
borrowing from Callidus in late 2012 after the lender purchased its $11.6 million loan from a 
U.S. bank. 
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Within a year, Xchange was in insolvency proceedings. Callidus purchased the company for 
about $34 million, according to court documents. 

When Callidus went public in 2014, Catalyst, its majority shareholder, agreed to cover future 
losses on loans including Xchange. 

In September 2015, Callidus recorded the Xchange investment as an asset for sale at C$66.9 
million in a quarterly earnings report. 

Then in March 2016, Catalyst transferred C$101 million to Callidus for Xchange, “an amount 
equal to the total outstanding principal plus accrued and unpaid interest,” filings show. 

In December 2016, Catalyst told its investors that the Xchange stake was only worth a fraction 
of what it had paid that March, triggering losses on two of its funds, according to one of the 
whistleblower complaints and documents reviewed by the Journal. 

Mr. McFarlane confirmed he filed one of the whistleblower complaints. His complaint, and one 
other, alleges that Catalyst funds overpaid Callidus to acquire the Xchange investment, and 
delayed and underreported potential losses. “I have serious concerns about the integrity of 
Callidus’s accounting around XTG,” Mr. McFarlane said. 

Last month, the Court of Appeal for Ontario found Mr. McFarlane responsible for a personal 
guarantee on Xchange’s debts that was far less than Callidus was seeking in a civil suit. 

Regarding Xchange, Catalyst said in Wednesday’s statement that “the accounting treatment 
and disclosure were entirely appropriate and there is no basis for allegations to the contrary.” 

Mr. Glassman’s companies have also sued or counter sued government agencies and former 
employees for damages in relation to alleged business breaches and misconduct. 

Callidus in February sued a former employee and alleged he was responsible for “artificially 
inflating” the financial performance of some of its investments, including Xchange. The 
employee responded in a court filing denying that, and said Callidus made the claim to deflect 
attention from “multiple complaints and regulatory investigations.” Litigation is ongoing. 

As part of its quarterly earnings, Callidus in May disclosed that its accounting practices were 
under review from the OSC. Mr. Glassman told analysts at that time that the review was 
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“nothing extraordinary.” He added, “If there was a significant issue with the Commission, I’m 
fairly certain the Commission would force us to disclose it.” 

Write to Rob Copeland at rob.copeland@wsj.com and Jacquie McNish 
at Jacquie.McNish@wsj.com 
Copyright ©2019 Dow Jones & Company, Inc. All Rights Reserved. 
87990cbe856818d5eddac44c7b1cdeb8 

Appeared in the August 10, 2017, print edition as 'Top Buyout Firm Scrutinized on Loans.' 
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ad AT&T 6:30 PM 68% MI 

Nate Anderson 
r settings 

uIVUV 11 up 

Jul 13, 2017 9:50 AM 

You around Monday? 
Got something 

Jul 13, 2017 10:03 AM 

.Jul 13, '7"r")1' nfl 17 .1 

Have time in an hour actually? 

Just quick call to give the gist 

Ok cool 

Ya try either number 

Jul 13, 2017 5:01 PM 

Sent. Going to get the emails 
sent sometime tonight or 
tomorrow as well 

Jul 13, 2017 5:39 PM 

Q is this diff from the Dropbox 
same name from before 

1.1 /n17 R•Fg 1311/1 

New Message 

DOW000920-0001 
01



ad AT&T 6:30 PM 68% MI 

Nate Anderson 
Tap here for settings 

Yes 

Jul 13, 2017 5:55 PM 

I enjoy how you think you can 
play me against Lawrence 

This one is our OSC and SEC 
actual submissions 

I'm not playing! They appear to 
be wussing out so it's yours 

I just want someone I know to 
get it and not some random 
canadian outfit that one of the 
borrowers knows 

Jul 13, 2017 6:31 PM 

They don't have what I have 
which is a true stone cold killer 
up in Canada 

She's basically the prime 
ivn i n st e r we hired her from the 

a New Message 

DOW000919-0001 
02



sal AT&T IF' 6:30 PM 68%

Nate Anderson
Tap here for settings

globe and mail

Haha fair enough

If she's around tomorrow I can
meet her up here

Her father in law just died

Anytime 1030-2 downtown is
open right now

She's off to Ottawa like a
good canadian

What's her name?

Jacqui macnish

I'm in the car with one of
Callidus's underwriters and he
said she's a firecracker

She's extremely well connecte

New Message

DOW000955-0001

03



sal AT&T 6:30 PM 68%

Nate Anderson
Tap here or settings

out sne.s no Tinanciai genius

We make a good pair

Jul 13, 2017 6:45 PM

It's quite funny actually she was
horrified just that he takes
controlling stakes in bankrupt
companies

Canadian nice

Jul 14, 201711:10 AM

Came across another potential
opportunity on Catalyst/Callidus
that might be helpful to you
when you have a sec

Jul 14, 2017 11:42 AM

Either number whenever before
or after lunch I'm up from like
1230-2

Jul 14, 2017 12:09 PM

Darryl Levitt cell # 4168796965
he's a former borrower worked
with_Fortress Resources I 

a New Message

DOW000954-0001
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sal AT&T 6:30 PM 68% ON

Nate Anderson
I seult)

w iii r-ur [Jess rcesuurues

believe. Currently in litigation w
Callidus over their loan
agreement

Jul 14, 2017 12:18 PM

This will be the lede to the long
story: "Newt Glassman often
tells colleagues he is a
billionaire. He is not."

1

Haha

When ready I'll get you a draft of
the first SEC submission as well
as there was some good things
we just ended up taking out in
order to make it easier for SEC to
focus

How so

Jul 14, 2017 3:50 PM

Darryl is like your dream witness

New Message

DOW000953-0001

05



6:30 PM 68% 

Nate Anderson 

Jul 14, 2017 4:02 PM 

He's v skilled at dumbing it down 

In a good way 

He's very precise which 
is helpful 

Jul 14. 2017 .1

He called me Lawrence once lol 

Did he catch it and feel awkward 

Nah I let him go on 

Jul 14, 2017 5:26 PM 

Please tell me reuters didn't call 
the people named on these 
emails 

That would be too ham handed 

They 100% did 

a i New Message 

DOW000952-0001 
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nil AT&T 9' 6:30 PM 

Nate Anderson 
68% 

ce 
Load Earlier Messages 

The whole thing was just weird. 
They just lost their shit for some 
reason trying to get an official 
email from them confirming 
details of an ongoing 
investigation 

I'll just need to warn jacqui 

J0116, 2017 5'58 PM 

Your boy darryl has been 
shopping this for a long time 

h. 

He spoke to my colleague ben 
dummet about it years ago 

This has been a fraud for longer 
than that 

Since 2009 this thing has been 
an accounting scam, it's just 
gotten progressively worse 

New Message 

Nor 

DOW000951-0001 

187
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ad AT&T 6:30 PM 68% MI 

Nate Anderson 
Tap tle 

JflT kJ LI 1T1111-1 I ICI 1.../ GG I 

an accounting scam, it's just 
gotten progressively worse 

And now the regulators are 
involved and things are coming 
undone 

I think it was a great story then it 
was just wasn't the right time 

Jul 17, 2017 12:36 PM 

Any clue what law firm or firms 
is repping newt with these 
probes 

No he employs several firms so 
tough to say which 

Jul 17, 2017 2:59 PM 

Someone on your side is leaking 
to catalyst 

Their pr just reached out 
jacquie who hadn't made a 

L.

a New Message 

DOW000918-0001 
08



all AT&T IP 6:30 PM 68% 

Nate Anderson 

single pnone can 

Trying to even think who that 
could be 

Someone must have bragged to 
someone that WSJ was going to 
blow it up or something 

Lemme check w Darryl and see 
if he spoke w anyone 

Bc he didn't know me he 
assumed her. 

Jul 17, 2017 "- ' I 

Definitely not Darryl. The only 
person out of the borrowers who 
is idiotically loose lipped is Kevin 
Baumann 

And Confidential source privilege 

who later 
gure• out t ey were making up 

their arrnu infirm) really ripcnicpc 

Confidential source privilege 

a New Message 

DOW000950-0001 
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ad AT&T 6:29 PM 68% INi 

Nate Anderson 
Tap here for settings 

them and 'has a bunch of ppl he 
talks to 

I do 't actually catalyst 
knowing I just think ppl should 
realize we don't do anything until 
we do something 

Of course 

No guarantees in life 

The emails are tout 

They confirm the Toronto invest 

Sorry Toronto police 

The osc and rcmp are pretty 
tight in their written responses 

I've only seen a handful of them 

Meet confirmations materials etc 

a New Message 

DOW000917-0001 
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sal AT&T 6:29 PM 69%

< Nate Anderson
Tap here for settings

You connect w
and Jeff McFar ane as we
believe they have more

Confidential source privilege

Jul 17, 201/ 3:46 PM

Clearing my deck

Jul 17, 2017 4: 1 PM

I think your finest work is that
the catalyst funds own callidus
between them

Easiest thing to explain

He's one of the better
accounting manipulators ive
seen. He uses a bunch of
different techniques. All the
same theme of delaying bad or
shuffling it into another asset
but he's creative about his
implementation

Out of al l the things I put down
for the regulators the Satmex
thing was actually the most

New Message

DOW000949-0001
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all AT&T 6:29 PM 69% 

Nate Anderson 
Tap here for settings 

infuriating for Canfidenti 
al source 
privilege 

I spoke with 

How can you compete with "sea 
lice infestation" tho 

I 

That's a band name if I've ever 
heard one 

I love how he's trying to blame 
the sea lice on ex employee 
Craig Boyer. Saying he screwed 
up the underwriting 

nn17 7.4 A fl

Greg Boland asked me to give 
you docs to then give Jacqui 

a 

Jul 18, 2017 5:21 PM 

I 

a 
The doc he pointed her to does 
not say what he says it does 

This callidus one about being 
under accounting review 

Jul 18, 2017 5:50 PM 

New Message J t 
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sell AT&T 6:29 PM 69% 

Nate Anderson 
Tap here for settings 

UI IUCI c1L,L JUI 1111 ly 1 CV ICVV 

Free again 

Jul 18, 2017 5:50 PM 

K give me a ring 

Jul 20, 2017 12:07 PM 

Do you have Boyer response 

You uploaded 2 docs apparently 
there is a third 

Just added it I think that's 
the one 

I only see statement of claim 
and statement of defense? 

MI 20, 2017 12:38 PM 

Just added it 

It's labeled differently just date 
of filing 

Jul 20, 2017 12:47 PM 

New Message 

L 

DOW000916-0001 
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ad AT&T 6:29 PM 69% UM 

Nate Anderson 
Tap here for settings 

Jul 20, 2017 1:29 PM 

Did you just call 

Ya but no emergency 

Jul 20, 2017 3:28 PM 

Just tried you 

Jul 20, 2017 6:56 PM 

Jeff Mcfarlane 

phone 

(919) 813-7788 

phone 
+1 (919) 279-0443 

FaceTime ing 

N./ 

Send Message 

a New Message 

DOW000915-0001 
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all AT&T 6:29 PM 69% 

Nate Anderson 
Tap here for settings 

The 3 whistleblowers are me, 
Darryl, and Jeff Mcfarlane 
(former CEO of xchange 
technology) 

919 RDU 

Jul 21, 2017 10:33 AM 

From Greg to Jackie: httpjj 
www.advisor.ca/investments/ 
market-insights/how-
companies-are-pushing-the-
reporting-envelope-236518 

I think they might be secretly 
in love 

Jul 21, 2017 11:07 AM 

They are equally careful 

Perfect for each other 

Jul 21, 2017 11:34 AM 

L 

L 
I I I 1:11 Itk

New Message 
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golli AT&T 1:-:= 6:29 PM 

Nate Anderson 

69% IN 

Tap here for settings 

Catalyst called jacqui again and 
said they spoke to OSC and 
were assured all is well 

Well that's comforting to know 

Jul 21, 2017 11:46 AM 

Where are we on a photo 

Let me check. You asking for it 
or just in case you need it? 

Yeah if we need one photo 
editor says there may be one 
from the wedding 

He's not sure 

We will def need something 

Jul 21, 2017 1:36 PM 

New Message 

DOW000914-0001 
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led AT&T 6:29 PM 69% 

Nate Anderson 

Not the best 

But it's something to at least 
identify him with 

017 1'rib PM 

Oh god 

Who took it 

No idea but Confidential source prosier, 

Confidential source privilege 
Doesn't want to be credited 
obviously 

Can't run it without a credit 

Any creative ways to do this? 
ron litorniks niwo it to orninnct 

a New Message 

DOW000946-0001 
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ad AT&T 6:29 PM 69% III 

Nate Anderson 
Tap here to;"'

J 

who wants it 

Lol option #2 

Jul 21, 2017 2:18 PM 

Jul 21, 2017 2:52 PM 

Do we have that esco marine 
judgment where the judge said 
something about fraud 

Jul 71 2017 7:57 PM 

a New Message 

DOW000913-0001 
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god AT&T 6:28 PM 69°/0 

Nate Anderson 
Tap here for settings 

Lemme see if I can find it. I didn't 
think it was as salacious as some 
others who read it 

Jul 21, 2017 3 • I - 1101 

Jacqui is obsessed 

Jul 21, 2017 3:23 PN1

Been a bit distracted beating up 
on $EROS today 

Sent out a couple tweets about 
their accounting fraud and the 
thing ripped down 20% and has 
been nutty all day 

Jul 21. 2017 3:36 PM 

Just added it to the Dropbox 
going to reread it myself 

Jul 21, 2017 3:56 PM 

EROS feels below you 

Jul 21, 2017 4:09 PN. 

Nab its a nice NYSE-listed 800m 
co with a bunch of options and a 

ivevy Message 

DOW000912-0001 
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sal AT&T IF' 6:28 PM 69% ON

< Nate Anderson
Tap here for settings

terminal zero. Good for brand
Nate ultimately

Helps keep the lights on in the
interim. When you going to
introduce me to this Jacqui?

Haha

Did I tell you he calls himself the
Goldman Sachs of Canada

You don't get jacqui til this
is done

Then what would you need me
for anymore

DOW000945-0001

20



ad AT&T 6:28 PM 69% IN 

Nate Anderson 
r rra r rqi )c: 

mnr"mina 
Whoever owned this pic put 
some serious work into 
restylings 

Jul 21, 2017 4:22 PM 

Love a good burning trash can 

Jul 24, 2017 12:28 PM 

Can I quote from the 
whistleblower stuff 

L 

Without using a name 

I can't remember 

Which whistleblower stuff and 
which quote 

a New Message 

DOW000911-0001 
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sal AT&T IF' 6:28 PM 69% ow

< Nate Anderson
Tap here for settings

Like the osc complaints

My OSC complaint? You can
quote my stuff as long as it
doesn't ID me or anyone else

Yeah that's cool

J1 24, 2017 12:37 PM

Yours is much prettier than jeffs

We're all about pretty here

I actually don't get why reuters
didn't publish it

This has been quite easy

Now you're just dancing on
Reuters grave

a New Message

L.

L.

DOW000944-0001
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ad AT&T 6:28 PM 69% IM 

Nate Anderson 
Tap here for settings 

uoes catalyst originate its own 
loans or just buy from callidus 

Both 

Jul 24, 2017 3:11 PM 

Makes high interest loans to 
financially distressed companies 
and sometimes takes them over 
if the business turns sour 

They pay me for this shit 

I'd say if the loan defaults. They 
would argue that the defaulted 
businesses are greaaat 
businesses 

Our rea ers don't know what a 
default is 

Then if the loans go sour instead 
Of business 

Jul 24, 2017 3:29 PM 

a New Message 

DOW000910-0001 
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all AT&T ' 6:28 PM 

Nate Anderson 

Yes 

69% 

t. 
Fig air. Umbrella Corp for his 
helicopters and jet 

He likes a good Fig Newton pun 
as much as the next guy 

BRILLIANT 

What kind of jet 

Just added a folder to Dropbox 
with the details 

Maybe you'll get more info out of 
Conndentla' source privitele 

to get 
than I was able 

I specialize in traffickers 

She's likely insane but might 
have a doc or two. She's insane 
enough that she might have 
some recorded calls or pictures 
of Glassman or who knows what 

New Message 

\./ 

DOW000943-0001 

181
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ad AT&T 6:28 PM 69%N 

Nate Anderson 
Tap here for settings 

Maybe one for the cancer kids? 

J/K I have no idea. I wondered 
whether one was for Canada to 
lake house and the other for 
Florida to Bahamas. 

Oh good point 

Jul 25, 2017 1:58 PM 

Their lawyer sent a letter 
L 

It's quite weak 

CAMPAIGN OF SHORTSELLERS 
etc etc 

I enjoy that he thinks this 
is Cohodes 

Jul 25, 2017 2:55 P' 

I'm surprised he didn't also offer 
you a full exclusive interview at 
an unspecified later date 

He offered an interview if we 

a New Message 

DOW000909-0001 
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ad AT&T 6:27 PM 69% IMI 

Nate Anderson 
Tap here for settings 

• . • MP V . •

Jul 25, 2017 7:09 PM 

There's going to be an 
interesting problem soon 

Catalyst will say the 
whistleblowers are all aggrieved 
borrowers, even though do they 
don't know 

We aren't iding ppl so even 
though we know it's not true (at 
least for you) we are in a 
position of printing something 
we know not to be true 

Which we don't do 

Doesn't that mean you are in a 
position of quoting a statement 
you can prove to be false 

I can't prove it to a reader 
because i can't ID the
whistleblowers 

a New Message 

DOW000908-0001 
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sal AT&T IF' 6:27 PM 69% ON

< Nate Anderson
Tap here for settings

Can you just write that Callidus
believes all the whistleblowers
are aggrieved borrowers

Maybe

Not a bad solution

Jul 26. 2017 3:21 PM

Looks like Mark Maremont
connecting with the guys who
are being spied on by AmTrust.
Not sure if that was you closing
the loop or if he's competition
for you

Jul 26, 2017 3:56 PM

Mark is excellent tho I'm
surprised he's doing it bc he's
full time on trump

L

They almost pulled him off
amt rust to begin with

Jul 26, 2017 406 PM

Sounds good

New Message

DOW000942-0001
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sal AT&T IF' 6:26 PM 69% Imi

Nate Anderson
Tap here for settings

we give them copies of the
whistleblower reports

Do they actually think this
will work

I'd trade WB reports for full
copies of all their internal
documentation supporting their
valuations

I'd trade them for 5m Canadian

Apiece

We can split it

Net of however much it takes to
defend against herr shithead's
inevitable frivolous lawsuit

My lawyer got his degree approx
last week as an Eagle Scout it 0
appears won't cost me much

a New Message

D0W000941-0001
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ad AT&T 6:26 PM 70% IN 

Nate Anderson 
Tap here for settings 

Hence all the letters saying how 
disagreeable j.,cqui has been etc 

Lol this is why Canadian media 
can't do anything well 

Yeah didn't realize how soft they 
were up there 

Jul 27, 2017 6:47 PM 

Story should be out Tuesday 

Don't tell the conspiracy of 
short sellers! 

Lol knock on wood 

Cohodes will be pleased > ) 

When this is read aloud in court 
please your honor know that 
was sarcasm 

Yes it was thankfully 

Also I'm clearing this whole 
_rhnt In n 

Ni/ 

L.

a New Message 

DOW000907-0001 
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sal AT&T 1- 6:26 PM 70% ONl

< Nate Anderson
Tap here for settings

V.+1 I CI I. AIDIO

Regular course

Jul 27, 2017 7:06 PM

I won't take it personally

Jul 28, 2017 1:50 PM

Jeff McFarlane just won
his appeal

Put the doc in the folder

Some good stuff in there

Jul 28, 2017 2:00 PI,

Donkey just emailed me w it and
cc'ed you

Happy men do stupid things

That's very quotable

Speaking of which I crushed that
stupid Eros company and am

a New Message

DOW000940-0001
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mull AT&T 1- 6:25 PM 70% ni

Nate Anderson
Tap here for settings

is way easier than platinum I can
actu4ll .ust cite your reports

One would think. But in Canada
this is like earth shattering
journalism that they see once
every couple of years

J r, 2017 11:29 AM

What is baumanns twitter

I think it's his name. If you
search for $cbl.ca he rants
about the company on there
fairly regularly

Jul 31, 2017 11:37 AM

Do we have his number

If catalyst is going to sue me for
talking to him I might as well
actually do so

Seems to be some logic in there

+1 (403) 505-7784

a New Message

DOW000939-0001
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sal AT&T IF' 6:25 PM 70% ON

< Nate Anderson
Tap here for settings

What if I gave you Glassman's
number as a prank. How funny
would that be

I honestly would love the guy

Jul 31, 2017 1225 PM

I'm disappointed in Kevin he
seems quite normal

Yeah he's ok just really really
upset by everything

He called you Jason

I actually prefer he screw up my
name. He's not exactly a
strategist and definitely not
good at being low key about
anything

I didn't correct him haha

Add an unspecified Jason to
Glassman's list of enemies in
that case

New Message

DOW000938-0001
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ad AT&T 6:25 PM 70%M 

Nate Anderson 
Tap here for settings 

Aight 

Jul 31, 2017 2:08 PM 

No investigations 

Only inquiries 

Keep that between us for now 

Jul 31, 2017 2:13 PM 

Jul 31, 2017 6:29 PM 

\ What's News Article 1 of 1 AA [T1

Anthony Scararnucci lost his White House just ten days 
after his appointment A representative for SkyBridge 
Capital said the deal to sell the firm remains on t• ,,

I might just be being nit picky 
and maybe it's right but should 

ivevy Message 

DOW000906-0001 
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.dl AT&T c 6:25 PM 

Nate Anderson 

70% 

I reacted basically 
Scaramucci style 

Minus the fellatio remarks 

They love to offer interviews in 
the coming weeks 

I had to semi fire out JV lawyer 

I roped in a more sr person 

2017 7'26 PM 

Sounds about right 

2017 11'04 AM 

The end to all this is reuters may 
get sued anyway 

They called a bunch of investors 
and said catalyst was under 
investigation 

But we are reporting it's re 
quite that yet 

40 New Message 

DOW000937-0001 
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ad AT&T 6:2.5 PM 70% .1•1 

Nate Anderson 
Tap here for settings 

L000l 

I wonder if it's provable that they 
made an assertion though 

It's enoug to file the suit 
probably not enough to win 

In the end it helped us be the 
police were so eager to have a 
truthful thing out 

Anything is enough to file a suit I 
suppose. But if they try to sue all 
the major media outlets that 
can't play well 

That's good 

The ham hands did 
something useful 

Aug 1, 2017 11:19 AM 

End up finding a 
useable picture? 

L 

a New Message 

DOW000905-0001 
37



sal AT&T 6:25 PM 70%

< Nate Anderson

useaDie picture(

No actually we are sending a
papparazzi I think

Aug 1, 2017 11:29 AM

That'll be glorious

Aug 1, 2017 1233 PM

Was that you just calling?

Delivered

Aug 1, 2017 5:37 PM

Going to Toronto Tuesday

Sending failed. Tap for info.

Aug 1, 2017 5:49 PM

Aug 2, 2017 7'47

Did Catalyst mention the deal of
vick..mr miet.mrri rir tAinc it n

to New Message S)
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ad AT&T 6:2.5 PM 70% .1•1 

Nate Anderson 
u avvat II lJl VVGI 

different one? 

Because the company they won 
the deal of the year thing on (fka 
Pacific Exploration and 
Production and now known as 
Frontera Energy) is down 40% 
since their reorganization 

Aug 2, 2017 2:58 PM 

I chose it randomly 

Ah fair enough. You said 
allegedly yesterday by the way 
but didn't allege anything. 
Curious minds wish to know! 

It didn't send the one before 

They are sitting for an 
interview Tuesday 

a New Message 
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sal AT&T 6:25 PM 70% ON

< Nate Anderson
Tap here or settings

Ah yes ot course

Let's see if they pull off some
announcement Monday
afternoon

Aug 2, 2017 3:07 PM

Would it mess with your chi if
someone I know writes up and
releases a short report in the
near future on them?

Aug 2, 2017 3:56 Fiv

They already think they are the
victim of a coordinated short
seller campaign

Ok fair enough

They aren't but they probably
should be

Darryl says they are trying haell
now to settle his case

New Message

DOW000935-0001
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sal AT&T 6:24 PM 70%

Nate Anderson
Tap here for settings

I kind of wonder what they are
trying to do before this meeting

All of a sudden they're trying to
settle everyone's case

But what does that get them
with me

L.

The complaints were filed the
inquiry is open

If they think that the inquiries
are all relating to lending
practices and they're all settled
cases and everyone agrees,
signs releases and attestations
saying they're all good then
what's the inquiry about?

I don't see Jeff McFarlane
settling shit

A.tift 2 2017 6:06 PM

What's the point now
he's winning

a New Message
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sal AT&T 1- 6:24 PM 70% ON

< Nate Anderson
Tap here for settings

Load Earlier Messages

Aug 2, 2017 6:06 PM

I put a doc with all my notes on
Horizontal Well Drillers. Worth a
read because wtf is that all
about

If trump can tweet out some shit
talk about HWD propping up the
Venezuelan regime that'd make
my week

Aug 2, 2017 6:34 PM

I mean there is a non zero
chance of that

Spoke w Darryl and he told me
everything and basically said f
that regarding Glassman's
sneaky deal

Aug 2, 2017 648 PM

Yeah he seemed pretty thrill
to tell me, not thrilled to tak

a New Message _11

L
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sal AT&T 6:24 PM 70% ON

< Nate Anderson
Tap here for settings

I figured as much but always
good to know know!

Aug 3, 2017 5:35 Pm

This little talking head fox idiot
kind of looks like you used to

Aucll, 2017 PM

Nice full head of hair on that
guy tho

You read that HWD bit?

Aug 6, ZU 6:03 PM

a New Message
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sal AT&T IF' 6:24 PM 70%

Nate Anderson
Tap here for settings

We shall see

They are definitely not going to
make that meeting. They are also
aggressively trying to settle with
Darryl and others in advance

They dropped the precondition
that Darryl needs to out himself
and others

If they settle will they withdraw
their complaints

Doesn't seem to change my life
besides missing a nice poutine
dinner with jacqui in Toronto

L

Every country has their awful

food item that they love. In 

New Message
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sal AT&T IF' 6:24 PM 71% Im

Nate Anderson
Tap here for settings

DUI. 1.I leyI I IU L L.JC UJeU LU

stupider ppl bc I legit brought 2
extra days of clothes expecting
this shit

Haha so you're in Toronto now?

Yeah I came up 24 hrs early
anticipating shenanigans

Very nice. I'm jealous I'd love to
meet them

Toronto is nice this time of year
too. Where they put you up?

Bizarrely ghetto hyatt regency

But this city is awesome it's
like Chicago

L.

,iug 7, 2017 3:01 PM

Everyone is super nice too

Weird fact about Toronto: no one 

a New Message
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6:24 PM 71%1•1 

Nate Anderson 

knows which way is north, south, 
east, west. If you ask them it'll be 
the first time they've ever heard 
that question in their lives too 

Aug 7, 2017 4:02 PM 

Haha bizarre I will try it 

Maybe I should open with it with 
the catalyst folks 

Aug 8, 2017 9:19 AM 

Remind me the 101m valuation 
for xtg was your estimate right 

Like the number isn't actually 
anywhere it was kind of put 
together from the funds 3 and 4 
docs? 

Aug 8, 2017 1n•0 1, AM 

It was in Callidus's public filings 

We sourced that number from 
them. Check the footnote it'll 

L 
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< Nate Anderson
Tap here for settings

them. Check the footnote it'll
show exactly where we pulled it

Aug 8, 2017 10:24 AM

Alright calm down I haven't
gotten the wifi to work here

Aug 8, 2017 10 0

I'm not riled. That was written in
calm precise Nate voice

54141
•9.1 PO. Ras rt.

".9 Te.ort

Trazo.o. ChriarioM5 T17,

the CotaIyst

'apltal Group Inc.

Newton GUSS/119 n
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T: 919 945 3019
4193453060
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Nate Anderson 

71% • 

Tap here for settings 

Aug 8, 2017 10:37 AM 

Your footnote cites mcfarlanes 
lawsuit for the 101 not the 
callidus filings 

Ah no it doesn't 

Did you not upload the exhibits 

Aug 8, 2017 11:01 AM 

I think there's an exhibit upload 

Oh man that business card will 
be a collectors item someday 

Aug 8, 2017 11:10 AM 

Where does catalyst get $100m 
from anyways 

Like they have that cash sitting 
-round in mature PE funds 

Fund 3 and 4 

Not sure. Either untapped LP 
capital or a line of credit most 
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DOW000902-0001 
51



sal AT&T 6:23 PM 71% ON

Nate Anderson

likely

You in their offices yet?

Aug 8, 2017 11:23 AM

If there's any way to get another
Glassman business card without
it being weird...I would love

Aug 8, 2017 11:46 AM

I think I can

Aug 8, 2017 3:37 PM

Not sure if you took another call
or if the call cut out

Aug 8, 2017 6:26 PM

This is what they pointed us to
on paying interest on a
guarantee

p. 52 of IPO

"In connection with the sale to°
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Nate Anderson 

a 

Tap here for settings 

Callidus of any participation 
interest of a Catalyst Fund in the 
Loan Portfolio, the applicable 
Catalyst Fund will agree that in 
the event any Realization 
Proceedings have been initiated 
with respect to any of the loans 
in the Loan Portfolio at the time 
of the sale, or if any such 
proceedings are initiated in 
connection with any such loan 
prior to its approved renewal at 
the next scheduled credit review 
for that loan (generally one year 
after the initial advance or the 
last extension), the applicable 
Catalyst Fund will make a 
payment to Callidus in an amount 
equal to the loss on that loan. 
That amount will be calculated as 
the difference between the 
amounts advanced by Callidus to 
the borrower under that loan and 
the amounts actually received. 
Callidus in connection with th 

New Message I 
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Nate Anderson 
Tap here for settings 

111/1 1%-el.11 11 , ...1 

proceeds of realization or 
repayment of principal. Any such 
amounts will be considered an 
asset of the Loan Portfolio and 
not Callidus Growth Capital for 
the purposes of the Participation 
Agreement. The Catalyst Funds 
will not be required to make any 
payments related to losses on 
interest income. " 

Atm 8 2017 6 -4.2 PM 

That doesn't answer anything. 
Last sentence. They paid 
interest income. 

That actually is more explicit 
about no interest income or 
added fees. It is strictly 
principal, i.e. actual advanced 
capital 

Aug 8, 2017 8:48 PM 

Jacqui is actually so piss 
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Nate Anderson 

71% 

Tap here for settings 

Bc we talked with them for 
probably an hour about this 
guarantee and there was not a 
single hint that anywhere it ever 
only applied to principal 

Like for sure that's on us for not 
remembering but also, fool me 
once etc 

It's super un canadian to mislead 

I like her. You two should team 
up on other stuff and clean up 
Canada 

I don't go to Canada or Chicago 
between October and march 

I think that's fair. It's a small 
country you can probably clean 
up most of it between April to 
September 

Aug 8, 2017 10:04 PM 

'ONION Zro Orme* liinhiss ( E*S Loyola.. • -.rot rhOmos, roe LIR 
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Also it seems they do value each 
loan. Glassman has referenced 
on more than one occasion that 
they have not only 1 but 2 
independent valuation providers, 
their auditor and another firm. If 
they suggest that they carve out 
the Catalyst guaranteed loans 
that seems likely false 

Also, they have the same setup 
at Catalyst, KPMG and PWC both 
value, so it would seem that any 
of those 4 options would value 
the loans. If not, the implication 
is that these Callidus guaranteed 
assets just kind of sit in no mans 
land with no valuation unless and 
until they are brought into 
Catalyst's books. But if that's the 
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Nate Anderson 
IJUUKS. DUI II Uldi 

case, how would they know 
when to activate the Catalyst 
guarantee if they had no way to 
determine whether a value 
impairment had taken place? 
None of it makes sense 

In short there's almost no 
scenario where there statement 
isn't severely misleading or just 
a total fabrication 

,Aug 9, 2017 7:28 AM 

They say that it's solely up to 
callidus to execute the 
guarantee 

I asked how callidus would know 
if Catalyst had the cash to pay 

a 

They said good question, the 
asset is marked as a 

JDreceivership or something 
catalysts books beforehan 
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L 

DOW000897-0001 
57



ad AT&T 6:23 PM 71% MI 
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I didn't even touch that 

Jacqui and I suspect it's a total 
fabrication 

There never was any new money 
loaned to XTG after 2015 at the 
very least 

It was all fees and interest and 
the rest of the increase was just 
fiction 

Aug 9, 2017 8:23 AM 

Good questions. Sounds like 
they're grasping 

Aug 9, 2017 3:20 PM 

I have never had to lift harder to 
get a story out 

Lol 

Hopefully aworthwhile  labor. 

N./ 
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6:22 PM 71%

Nate Anderson 
riupeithiy d wurtnwr me IdIJUE. 

Cerberus will be even better 

Aug 9, 2017 J:3 .3 PM 

Aug 9, 2017 4:13 PIV 

Right on. On the mini golf course 
w munchkins will read when back 

Shares tankinggggg 

Aug 9, 2017 4:25 Pr,,' 

lol that'll happen when they get 
called out for fraud 

i-wg 9, 2017 4:31 Pi,./1 

Article looks perfect btw 

Beautifully written 

Aug 9, 2017 4:41 PM 
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Nate Anderson 
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I I IVI V V Sdi V V1. -Al V VI I 4,-.11 

Aug 9, 2017 5:27 PM 

You da man. Honestly we've both 
progressed pretty remarkably in 
step since we first met 

I actually know the next one we 
crack and it will be epic 

I know it's actually crazy to think 
where we started! 

We both had much 
smaller ... views 

Aug 9, 2017 6:11 PM 

You know where it will run in the 
print edition? 

Aug 9, 2017 6:44 PM 

Graphic of stock price is on 
page one 

A..... A nrvii-, G•GA m A 
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7 1 % 

ere for settings 

Hignt on 

Btw no way we could have 
printed this story if you hadn't 
filed your claim too 

Our side was so concerned 
about being used by aggrieved 
borrowers 

I described you as pure as snow 
L 

Canadian rocky snow 

(Described you to our editors) 

Hah right on 

I think this one is going to get 
even more fun as it progresses 

Aug 9, 2017 7:08 PM 

They are going to fight hard 

Or roll on the big
target ideally 
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Nate Anderson 
Tap here for settings 

Meaning what 

xug J, LUI/ 1. 1/ PIVI 

Meaning like admit to a 
bigger conspiracy 

In which they are just a cog 

They pay me to have an active 
imagination 

What would that scenario 
look like? 

Some third entity they are 
transacting with that we care 
about much more 

At the end of this day this 
still...canadas shortest midget 

Ah that would be nice but I think 
Catalyst is the largest end of this 
road 

a 

I'll get another big story out o 

New Message 

L 
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71% 

Still have to do the How He Did It 

Yeah this one still has plenty 
of room 

Any word from poor Lawrence 

Callidus Sta...August 9.pdf 
101 KB 

Nah Lawrence was asking 
questions about some things 
yesterday but nothing today 

He always seems to get 
scooped on these somehow 

Aug 9, 20V 

Pretty weak rebuttal 
by Glassman 

Unbelievably la 

Jacqui expects to be serve 

New Message 
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Nate Anderson 
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Any reason (other than the 
million letters) or just a hunch? 

Aug 9, 2017 8:59 PM 

If they don't how can they 
threaten other journalists with 
the same 

That's true. If they try it though 
they need to get torched 

Aug 9, 2017 11:01 PM 

34 second mark: https:// 
youtu.be/G28ox1VEaYA 

a 

Aug 10, 2017 8:26 AM 

Ok I take it all back that game 
looks awesome 

Aug 10, 2017 1:54 PM 

They sent us a letter accusi 
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Nate Anderson 
Tap here for settings 

Cat 1 Iwl I‘j lJ1.1 IC.I U III IyJ 

inventing a Toronto police 
spokeswoman 

Aun 10, 2017 2:35 PM 

Seems reasonable 

Aug 10, 2017 3:22 PM 

Your legal team prob already 
sees through this but he's 
probing for weaknesses to see if 
there are any. And trying to get 
more information 

Hopefully they don't feel inclined 
to give him a full rebuttal and 
give him more info and opt 
instead for a 1-line "we stand by 
our story" or something along 
those lines 

Aug 10, 2017 3:45 PM 

The response was good I 
proofed it 

It said in short " 
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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 
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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: 

 

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 Rob Copeland held on November 13, 2020  

 

No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

1. 13 21 UT What was the date that Mr. 

Lung said that Mr. Anderson 

waived confidential source 

privilege? 

 The Dow Jones 

Defendants were 

advised at or about the 

end of August, 2019 

that Mr. Anderson was 

waiving journalist-

source privilege.   



- 3 - 

   

No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

2. 18 24 UT When did Mr. Levitt waive 

the alleged privilege? 

Document #85, Exhibit 3 Mr. Levitt waived 

journalist-source 

privilege on or about 

October 20, 2020. 

3. 18 26 UT On what date did Mr. 

Baumann and Mr. Voorheis 

waive the alleged privilege. 

Document #85, Exhibit 3 Mr. Baumann waived 

journalist-source 

privilege on or about 

October 19, 2020. 

Mr. Voorheis waived 

journalist-source 

privilege on or about 

October 25, 2020. 

4. 19 27 REF To provide the 

communications with Mr. 

Levitt, Mr. Baumann and Mr. 

Voorheis that assured them of 

confidentiality that is referred 

to in the November 9 letter, 

and also the communications 

with those three sources 

regarding their waiver of the 

alleged confidential source 

privilege. 

 Refusal maintained. 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

5. 21 31 UT What is the information that 

came into possession “only 

recently” that is referred to in 

Ms. Saville’s email to Mr. 

Dearden on 9 October 2020. 

Document #64 The “information” 

referred to includes 

information contained in 

the productions of the 

Dow Jones Defendants 

which was reviewed 

with Mr. Copeland and 

Ms. McNish in 

privileged 

communications with 

counsel, following 

receipt of various items 

of correspondence from 

Plaintiffs’ counsel 

demanding further 

disclosure and 

questioning redactions 

of information made to 

protect journalist-source 

privilege. 

6. 22 33 and 35 ADV To provide the date that the 

term “recently” is referring in 

the Ms. Saville’s email to Mr. 

Dearden on 9 October 2020, 

and who provided the 

information. 

Document #64 “Recently” refers to the 

period between the 

receipt of  

correspondence from 

Mr. Dearden dated 18 

September 2020 and 6 

October 2020 and the 



- 5 - 

   

No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

date of Ms. Saville’s 

email. 

7. 23 36 ADV To answer whether each 

redaction in the 19 pages of 

text messages disclose the 

name of Mr. Copeland’s 

source. 

Document #64 The redactions in these 

documents relate to 

information that would 

tend to reveal the 

identity of one or more 

sources. 

8. 30 55 ADV To produce cell phone 

records from January 2017 to 

August 10 2017 that show 

calls made to Mr. Anderson. 

 These cell phone 

records are not in Mr. 

Copeland’s possession, 

or in the possession of 

Dow Jones & Company. 

A request of a third 

party, in the United 

States, would be 

required to confirm 

whether this information 

is even available to 

produce. This is not 

proportional. In any 

event, this information, 

even if available from a 

third party, is not 

relevant to the s. 137.1 

motions.  
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

9. 36 74 ADV To produce a copy of all of 

the text messages with Mr. 

Anderson that were originally 

provided in the format of 

screenshots. 

  Mr. Copeland has 

produced all relevant 

messages in his 

possession. Mr. 

Copeland attempted to 

preserve and export all 

relevant messages from 

the messaging 

application on his 

phone. Upon 

investigation, the only 

apparent means for the 

messages to be exported 

from the application and 

stored in a format that 

would allow for review 

and production was to 

manually take 

screenshots of the 

messages, which Mr. 

Copeland promptly did. 

Following productions, 

counsel for the Plaintiffs 

took the position that 

there were alleged gaps 

in the messages. By that 

time, the messages were 

no longer stored on Mr. 

Copeland’s phone. 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

10. 37 79 REF To answer whether or not Mr. 

Copeland used Confide or a 

similar messaging system to 

communicate with Phil Panet 

with West Face. 

 Mr. Copeland did not 

communicate with Mr. 

Panet. 

11.  38 81 REF To answer whether or not Mr. 

Copeland used Confide or a 

similar messaging system to 

communicate with Greg 

Boland with West Face. 

 Mr. Copeland did not 

communicate with Mr. 

Boland.  

12. 39 84 ADV To answer whether Mr. 

Copeland was governed or 

bound or had to follow the 

standards of business conduct 

that were in effect during the 

time period he was 

researching and reporting in 

2017. 

Document #67 Mr. Copeland was 

bound by the Dow Jones 

Code of Conduct, a 

copy of which is 

attached to his affidavit 

and available online. 

Mr. Copeland was also 

bound by the “Speaking 

at Outside Events, 

Conferences” standards 

document, a copy of 

which is attached at Tab 

A. 

file://///stlawrenceserv/Client%20Files/Clients/Dow%20Jones/Conspiracy%20Action/Court%20Documents/SLAPP%20Motion/Cross-examinations/Copeland/To%20produce%20a%20copy%20of%20all%20of%20the%20text%20messages%20with%20Mr.%20Anderson%20that%20were%20originally%20provided%20in%20the%20format%20of%20screenshots.
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

13. 40 86. ADV To answer whether any of the 

redactions in issue in this 

motion, ones that have not 

been disclosed, contain 

information Mr. Copeland 

provided to the source. 

 The redactions at issue 

on the source privilege 

motion include 

information that would 

tend to reveal the 

identity of the source or 

sources. 

14. 41 87 ADV To identify which redactions 

are the ones where Mr. 

Copeland is providing 

information to the source. 

 The redactions at issue 

on the source privilege 

motion include 

information that would 

tend to reveal the 

identity of the source or 

sources. 

15. 42 89 ADV To identify each organization 

that is being referred to in 

paragraph 18 of Mr. 

Copeland’s 23 October 2020 

affidavit. 

 Refused on the basis of 

journalist-source 

privilege. 

16. 43 90 ADV To answer whether Mr. 

Copeland was requested by 

the individuals who he is 

referring to in paragraph 18 

of the affidavit to make a 

promise of confidentiality 

with respect to the Wall 

 Refused. 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

Street Journal articles that are 

in issue in these actions. 

17. 52 104 REF To explain how “deliberately 

misleading” is a fair way to 

communicate to readers that 

the public markets are misled, 

in reference to the online 

article at 9:53 p.m. 

Document #68 Refused. Calls for a 

legal conclusion as to 

what a reader would 

understand the words of 

the WSJ Publications to 

mean. This is a question 

to be determined by the 

trier of fact and law. 

18. 53 106 UT To agree that any abuse of the 

whistleblower process is a 

very serious matter that has 

significant consequences. 

Document #68 Mr. Copeland does not 

know what the 

consequences are under 

the OSC rules for abuse 

of the OSC 

whistleblower process. 

He agrees with the 

general proposition that 

the OSC whistleblower 

process should not be 

abused. 

19. 56 113 REF To answer whether the 

redactions on document 108 

and 109 are the same. 

Document #108 and #109 Refusal maintained. 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

20. 56 113 UT To reconsider redactions if 

other parties have produced 

the redacted information. 

Document #108 and #109 The Dow Jones 

Defendants maintain 

that the redactions were 

properly made on the 

basis of journalist-

source privilege based 

upon the information 

available to them at the 

time, but they remain 

willing to consider any 

new information that 

may be provided. 

21. 59 120 UT To produce any other internal 

News Corp., Dow Jones & 

Company and/or Wall Street 

Journal policies with respect 

to journalistic standards, and 

any internal policy for the 

conduct of interviews, and in 

dealing with the sharing of 

research with outsiders and 

third parties. 

Document #123 See the Dow Jones 

Code of Conduct, a 

copy of which is 

attached to Mr. 

Copeland’s affidavit and 

also available online. 

See also the document 

“Speaking at Outside 

Conferences, Events” 

attached at Tab A. 

22. 60 121 UT To produce any internal 

policy for taping phone calls 

 There is no documented 

Dow Jones & Company 

policy with respect to 

https://www.dowjones.com/code-conduct/
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

with interviews that Mr. 

Copeland was governed by. 

taping phone calls with 

interviewees. 

23. 101 217 ADV To identify who the Journal 

representative is who is 

quoted in the article 

published on 23 September 

2020 at 9:13 a.m. 

Document #83 This comment came 

from the Dow Jones & 

Company corporate 

communications 

department. 

24. 101 218 ADV To inquire why the Wall 

Street Journal did not contact 

anyone at Callidus or Catalyst 

with respect to the 

information mentioned in the 

23 September 2020 article. 

Document #83 The Wall Street Journal 

did not contact Callidus 

or Catalyst pursuant to 

its editorial discretion 

and journalistic 

standards. The 

Plaintiffs’ allegations 

were set out in the 

article. No further 

comment from Callidus 

or Catalyst was 

required. 

25. 111 244 REF To explain why Mr. 

Copeland texted that “Happy 

men do stupid things”. 

Document #4 Mr. Copeland has 

nothing to add to his 

answers on the record 

on this point. 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

26. 118 265 ADV To answer how many 

Whistleblower Certifications 

Mr. Copeland saw before the 

date of publication. 

Document #54 Mr. Copeland cannot 

recall how many 

Whistleblower 

Certifications he saw 

prior to the date of 

publication. 

27. 139 323 UT To produce the photo sent to 

Darryl Levitt on August 2nd if 

the Plaintiffs do not already 

have it. 

Document #90 The .jpg image was 

already produced at 

DOW000699-0001.  

28. 141 326 ADV To produce the link that is 

referred to in the 9 August 

2017 email at 11:39 a.m. and 

to confirm if that is the photo 

of the Toronto police car or 

another possible photo that 

could run with the story. 

Document #22 The hyperlink referred 

to in the 9 August 2017 

email cannot be 

accessed because it is no 

longer active. It 

therefore cannot be 

produced.   

29. 162 399 REF To explain how Mr. 

Copeland received the 

investor list. 

Document #120 Refusal maintained. 

30. 163 400 ADV To consider removing the 

redaction of Mr. Bruce 

Livesey’s name from the 

investor list if it is determined 

Document #120 The Dow Jones 

Defendants will neither 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

that he is not longer a 

confidential source. 

confirm nor deny that 

suggestion.  

31. 165 406 REF Whether Mr. Copeland had 

any discussions with any 

officials at West Face, or any 

representatives of West Face 

about the March 2017 West 

Face report about Callidus 

Capital. 

Document #116 The refusal to confirm 

or deny is maintained. 

32. 165 407 REF To answer whether Mr. 

Copeland spoke to Greg 

Boland as part of his research 

for the article. 

 Mr. Copeland did not 

speak to Mr. Boland.  

33. 173 425 UT To produce internal 

communications about the 

different versions of the 

article headlines and the 

choice of photos between the 

print and online version of 

the article. 

 All relevant and non-

privileged documents 

have been produced.   

34. 175 429 ADV To produce any 

documentation that 

 The Dow Jones 

Defendants are making 

inquiries and will 

produce any relevant 

documentation, not 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

demonstrates that Catalyst 

loaned money to Bluberi. 

already produced, if 

located.  

35. 183 452 UT To provide how many 

subscribers there were on 9 

August 2017 to the Dow 

Jones News Wire. 

 Dow Jones & Company 

distributes Dow Jones 

Newswires directly and 

through third parties. 

These distribution 

agreements are 

generally based on 

annual license fees, and 

the number of users is 

not known by Dow 

Jones & Company.  

Accordingly, Dow 

Jones & Company is 

unable to provide the 

number of users. 

36. 184 454 and 455 UT To provide the number of 

subscribers of the Dow Jones 

News Wire in the world, in 

Canada and in Ontario. 

 Dow Jones & Company 

distributes Dow Jones 

Newswires directly and 

through third parties. 

These distribution 

agreements are 

generally based on 

annual license fees, and 

the number of users is 

not known by Dow 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

Jones. Accordingly, 

Dow Jones is unable to 

provide the number of 

users. 

37. 185 458 and 459 ADV To answer what is the 

difference between a digital 

subscription and digital 

average issue sales. 

Exhibit 99 The average issue sales 

figure for digital 

includes all digital 

subscriptions as well as 

digital amenity copies. 

An amenity is a copy 

purchased by hotel, 

airline, railroad, or retail 

location for free 

distribution or free 

digital access to guests, 

passengers, or patrons. 

38. 188 460 ADV To provide the number, if 

available, of readers of the 

August 10th, 2017 print 

edition of Copeland’s story. 

 Dow Jones & Company 

is unable to confirm the 

number of readers. It 

can advise that 

approximately 1.2 

million copies of the 

August 10, 2017 print 

edition of the Wall 

Street Journal were in 

circulation.   
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

39. 188 461 ADV To answer, if available, how 

many print copies of the 10 

August 2017 edition of the 

WSJ were sold in Canada and 

sold in Ontario. And how 

many subscribers of the print 

edition there were in Canada 

and in Ontario on 10 August 

2017. 

 A daily (Monday - 

Friday) average of 2,500 

copies of the weekday 

print editions of the 

WSJ were sold in 

Canada in August 2017. 

This includes an 

average of 1,100 print 

copies delivered to 

subscribers in Canada 

and an average of 250 

print copies sold in 

Toronto via retail 

outlets. Dow Jones does 

not have specific data to 

confirm the exact print 

distribution in Ontario. 

40. 189 464 ADV To provide information as to 

whether the WSJ tracks the 

number of purchases for the 

article at issue. 

 Dow Jones & Company 

does not track this 

information. 

41. 192 470 ADV To answer whether someone 

who pays for Factiva.com can 

access the articles by 

searching for “Catalyst” or 

“Callidus”. 

Document #111 Yes, if an individual 

was a subscriber of 

Factiva.com he or she 

could search for the 

words “Catalyst” or 

“Callidus” in order to 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

find a copy of the WSJ 

Publications. 

42. 194 472 ADV To answer how many 

subscribers are there to other 

publications that ran the 

article. 

Document #100 Dow Jones & Company 

believes that these 

answers to undertakings 

comprise the totality of 

subscribers. If the 

Plaintiffs have a more 

specific question, Dow 

Jones & Company can 

make further inquiries. 

43.  195 474 ADV To provide the number of 

subscribers who received the 

article if the Wall Street 

Journal Pro Private Equity 

newsletter comes in a digital 

format as well as a print 

format. 

Document #100 The Wall Street Journal 

Pro Private Equity 

newsletter does not 

come in print format. 

In 2017 there were 

approximately 2,000 

subscriptions to the 

WSJ Pro Private Equity 

Newsletter.  

44. 197 479 ADV To answer whether the WSJ 

or Dow Jones tracked how 

many alerts were sent out to 

people who were seeking to 

be alerted on Catalyst or 

 Dow Jones & Company 

does not track this 

information. 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

Callidus in order to be sent 

the actual article. 

45.  198 482 ADV To answer how many people 

would receive the Market 

Talk vertical. 

 This information is not 

tracked. 

46. 199 486 ADV To answer whether Market 

Watch published the article. 

 No, Market Watch did 

not publish the WSJ 

Publications. 

47. 200 490 ADV To answer whether the article 

was published on the home 

page of the Wall Street 

Journal. 

Document #105 Dow Jones & Company 

has made inquiries but 

is unable to confirm 

whether the WSJ 

Publications appeared 

on or were linked from 

the homepage of the 

WSJ website. 

48. 200 491 ADV If the article was published 

on the home page, to provide 

a screen shot of what was on 

the homepage dealing with 

the article at issue in this 

action. 

Document #105 Dow Jones & Company 

has made inquiries but 

is unable to confirm 

whether the WSJ 

Publications appeared 

on or were linked from 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

the homepage of the 

WSJ website. 

49. 201 492 ADV To advise of the number of 

hits at the home page of the 

WSJ if the article was on the 

home page. 

 Dow Jones & Company 

has made inquiries but 

is unable to confirm 

whether the WSJ 

Publications appeared 

on or were linked from 

the homepage of the 

WSJ website.  

50. 201 493 ADV To answer how many 

individuals this article 

reached through any known 

platform. 

 The answers to 

undertakings provided 

herein are the full extent 

of Dow Jones & 

Company’s information 

about how many people 

the WSJ Publications 

reached, through any 

known platform. 

As of December 4, 

2020, the Online Article 

has 24,749 page views.  

8.9% of those views are 

from Canada. 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

51. 202 498 ADV To answer whether the WSJ 

Twitter and Facebook 

accounts posted a link to the 

article. 

 The WSJ twitter 

account posted a link to 

the Online Publication.  

The WSJ Facebook 

account posted a link to 

the Online Publication. 

52. 203 500 ADV To advise of the amount of 

Twitter and Facebook 

followers/friends. 

 Dow Jones & Company 

does not keep track of 

this information. 

However, using the 

Way Back Machine, it 

appears that as of 

August 10, 2017, the 

WSJ Twitter account 

had 14.6M followers 

and the WSJ Facebook 

page had 5,698,681 

followers. 

53. 203 503 ADV To answer whether WSJ link 

is a platform that can 

disseminate the article. 

 Dow Jones & Company 

does not know what 

“WSJ Link” is in 

reference to. If the 

Plaintiffs have a 

document that shows 

what “WSJ Link” is, 

Dow Jones & Company 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

will review it and 

respond if relevant. 

54. 204 506 ADV To advise if there is a way for 

Dow Jones and Company to 

track what tweets were sent 

out of a particular article. 

 Dow Jones & Company 

does not track this 

information.  

55. 205 507 ADV To advise of how many 

followers Dow Jones 

employees had who tweeted 

out links to the article. 

 Dow Jones & Company 

does not track or keep 

records of the social 

media activities of 

individual Dow Jones 

employees. 

56. 206 510 ADV To advise of what feedback 

was received to the paper in 

reaction to the article. 

 Dow Jones & Company 

does not have any 

records of 

communications or 

feedback from readers. 

57. 206 511 ADV To advise what the revenues 

were of Dow Jones and 

Company in 2017, and today. 

 Refused. This question 

is not relevant to the 

determination of the s. 

137.1 motions. The 

Dow Jones Defendants 

are not taking the 

position on the s. 137.1 

motions that Dow Jones, 
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

as the publisher of the 

WSJ Publications, is at 

a financial disadvantage 

as compared to the 

Plaintiffs.  

58. 207 512 ADV To advise if there is an 

insurance policy in place that 

would satisfy all or part of a 

judgement in this action, and 

if there is, what the amount of 

coverage is. 

 Refused. This question 

is not relevant to the 

determination of the s. 

137.1 motions. 

 



Speaking at Outside Events, Conferences

We encourage our journalists to participate on relevant conference panels as 
moderators or panelists and to accept speaking invitations. Bureau chiefs or other 
senior editors need to approve such speaking engagements and receive approval 
from Neal Lipschutz or Karen Pensiero.

To accept an invitation to speak or moderate or participate in a panel discussion, 
the following will be evaluated:

The session should be on the record.
No one on the panel should be there because his/her employer is a 

sponsor of the conference. On occasion, our journalists can accept an 
invitation to speak at a third-party conference of which Dow Jones or the 
Journal is a sponsor if the invitation by the conference organizer is offered 
independently from the sponsorship deal. Please speak with Neal or Karen 
if this situation arises.

The audience should be varied, not all associated with a single company 
or entity.

The conference sponsor and/or agenda shouldn’t be closely aligned 
with one political party or a specific political agenda.

If a journalist accepts a speaking role, any travel or other legitimate expenses 
associated with the appearance should be paid by Dow Jones. No expense 
reimbursement or other payment is to be accepted from the conference sponsor 
or any third party.

The one exception is if a journalist is doing short-term teaching or speaking to 
students at an educational institution. In those cases, the institution can pay 
reasonable travel and other expenses and provide a modest honorarium to the 
speaker. If these conditions are met for educational appearances, the journalist 
must do this on his/her vacation time. Such appearances need the approval of 
Neal Lipschutz or Karen Pensiero.

When doing public speaking, journalists must refrain from personal opinion or 
advice and not divulge any information from not-yet-published articles.
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IN THE MATTER OF the Libel and Slander Act, 
R.S.O. 1990, c.L.12; 

AND IN THE MATTER OF an intended action; 

BETWEEN: 

THE CATALYST CAPITAL GROUP, INC. and 
CALLIDUS CAPITAL CORPORATION 

- and — 

DOW JONES AND COMPANY, ROB COPELAND, JACQUIE McNISH and 
JEFFREY McFARLANE 

LIBEL NOTICE 

Plaintiffs 

Defendants 

TAKE NOTICE that pursuant to the Libel and Slander Act, R.S.O. 1990, c. L.12, the plaintiffs 

complain of two articles authored by Rob Copeland and Jacquie McNish and published by Dow 

Jones and Company in the online and print editions of its newspaper, The Wall Street Journal. The 

articles complained of carried the headlines "Canadian Private-Equity Giant Accused by 

Whistleblowers of Fraud" (posted online August 9, 2017) (the "First Article") and "Top Buyout Firm 

Scrutinized on Loans" (print edition of August 10, 2017) (the "Second Article"). The plaintiffs also 

complain of certain statements that were republished in the article and which originated from Jeffrey 

McFarlane (the "McFarlane Statements"). The plaintiffs state that the First and Second Articles and 

the McFarlane Statements are false and defamatory of them. Copies of the First and Second Articles 

are annexed hereto as Schedule "A". 

THE PLAINTIFFS COMPLAIN about the whole of the First Article, and in particular the 

following false and defamatory words that were published in the First Article (collectively the 

"Defamatory Words"): 
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Canadian Private-Equity Giant Accused by Whistleblowers of Fraud 

At least four individuals have filed whistleblower complaints with 
Canadian securities regulators alleging fraud at a multibillion-dollar 
investment firm and its publicly traded lending arm, according to people 
familiar with the matter and documents reviewed by The Wall Street 
Journal. 

Catalyst Capital Group Inc., one of Canada's largest private-equity 
firms, is accused in the complaints of artificially inflating the value of 
some of its assets and deceiving borrowers about the terms of loans it 
made. The complaints have prompted officials at the Ontario Securities 
Commission, the country's leading securities regulator, to make 
inquiries and question people familiar with Catalyst, according to the 
people and documents. 

A unit of the Toronto Police Service that specializes in financial crimes 
has separately begun its own inquiries, a department spokeswoman said. 

[...] 

Some but not all of the filers of the Catalyst whistleblower complaints 
have worked at companies that borrowed money from Mr. Glassman's 
firms, and later had their businesses seized, said people familiar with the 
matter. Some are involved in litigation with Catalyst, the people said. 
Some of the complaints involve a series of loans to a small technology 
distributor, while others focus on other investments and the firm's 
accounting. 

[...] 

Mr. Glassman is also chief executive of Callidus Capital Corp., a so-
called alternative lender listed on the Toronto Stock Exchange. 
Callidus's lending practices are also a subject of the whistleblower 
complaints, according to the people and documents. 

[...] 

Catalyst funds own a majority of Callidus's public shares and some 
senior executives work concurrently at both firms. 

[...] 

His companies sometimes file multiple lawsuits against borrowers 
believed to have violated the terms of their loans. 

One of those borrowers is Jeff McFarlane. 

2



- 3 - 

Mr. McFarlane is the former chief executive of computer distributor 
Xchange Technology Group, known as XTG. He said his company 
began borrowing from Callidus in late 2012 after the lender purchased 
its $11.6 million loan from a U.S. bank. 

Within a year, Xchange was in insolvency proceedings. Callidus 
purchased the company for about $34 million, according to court 
documents. 

When Callidus went public in 2014, Catalyst, its majority shareholder, 
agreed to cover future losses on loans including Xchange. 

In September 2015, Callidus recorded the Xchange investment as an 
asset for sale at C$66.9 million in a quarterly earnings report. 

Then in March 2016, Catalyst transferred C$101 million to Callidus for 
Xchange, "an amount equal to the total outstanding principal plus 
accrued and unpaid interest," filings show. 

In December 2016, Catalyst told its investors that the Xchange stake 
was only worth a fraction of what it had paid that March, triggering 
losses on two of its funds, according to one of the whistleblower 
complaints and documents reviewed by the Journal. 

Mr. McFarlane confirmed he filed one of the whistleblower complaints. 
His complaint, and one other, alleges that Catalyst funds overpaid 
Callidus to acquire the Xchange investment, and delayed and 
underreported potential losses. "I have serious concerns about the 
integrity of Callidus's accounting around XTG," Mr. McFarlane said. 

Last month, the Court of Appeal for Ontario found Mr. McFarlane 
responsible for a personal guarantee on Xchange's debts that was far less 
than Callidus was seeking in a civil suit. 

Mr. Glassman's companies have also sued or counter sued government 
agencies and former employees for damages in relation to alleged 
business breaches and misconduct. 

Callidus in February sued a former employee and alleged he was 
responsible for "artificially inflating" the financial performance of some 
of its investments, including Xchange. The employee responded in a 
court filing denying that, and said Callidus made the claim to deflect 
attention from "multiple complaints and regulatory investigations." 
Litigation is ongoing. 

As part of its quarterly earnings, Callidus in May disclosed that its 
accounting practices were under review from the OSC. Mr. Glassman 
told analysts at that time that the review was "nothing extraordinary." 
He added, "If there was a significant issue with the Commission, I'm 
fairly certain the Commission would force us to disclose it." 
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THE PLAINTIFFS COMPLAIN about the whole of the Second Article, and in particular the 

following false and defamatory words that were published in the Second Article (collectively, the 

"Defamatory Words"): 

At least four individuals have filed whistleblower complaints with 
Canadian securities regulators alleging fraud at a multibillion- dollar 
investment firm and its publicly traded lending arm, according to people 
familiar with the matter and documents reviewed by The Wall Street 
Journal. 

Catalyst Capital Group Inc., one of Canada's largest private- equity 
firms, is accused in the complaints of artificially inflating the value of 
some of its assets and deceiving borrowers about the terms of loans it 
made. The complaints have prompted officials at the Ontario Securities 
Commission, the country's leading securities regulator, to make 
inquiries and question people familiar with Catalyst, according to the 
people and documents. 

A unit of the Toronto Police Service that specializes in financial crimes 
has separately begun its own inquiries, a department spokeswoman said. 

[...] 

Some but not all of the filers of the Catalyst whistleblower complaints 
have worked at companies that borrowed money from Mr. Glassman's 
firms, and later had their businesses seized, said people familiar with the 
matter. Some are involved in litigation with Catalyst, the people said. 
Some of the complaints involve a series of loans to a small technology 
distributor, while others focus on other investments and the firm's 
accounting. 

[...] 

Mr. Glassman is also chief executive of Callidus, the alternative lender 
listed on the Toronto Stock Exchange. Callidus's lending practices are 
also a subject of the whistleblower complaints, according to the people 
and documents. 

Catalyst funds own a majority of Callidus's public shares and some 
senior executives work concurrently at both firms. 

] 

His companies sometimes file multiple lawsuits against borrowers 
believed to have violated the terms of their loans. 

One of those borrowers is Jeff McFarlane. Mr. McFarlane is the former 
chief executive of computer distributor Xchange Technology Group, 
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known as XTG. He said his company began borrowing from Callidus in 
late 2012 after the lender purchased its $11.6 million loan from a U.S. 
bank. 

Within a year, Xchange was in insolvency proceedings. Callidus 
purchased the company for about $34 million, according to court 
documents. 

When Callidus went public in 2014, Catalyst, its majority shareholder, 
agreed to cover future losses on loans including Xchange. 

In September 2015, Callidus recorded the Xchange investment as an 
asset for sale at C$66.9 million in a quarterly earnings report. 
Then in March 2016, Catalyst transferred C$101 million to Callidus for 
Xchange, "an amount equal to the total outstanding principal plus 
accrued and unpaid interest," filings show. 

In December 2016, Catalyst told its investors that the Xchange stake 
was only worth a fraction of what it had paid that March, triggering 
losses on two of its funds, according to one of the whistleblower 
complaints and documents reviewed by the Journal. 

Mr. McFarlane confirmed he filed one of the whistleblower complaints. 
His complaint, and one other, alleges that Catalyst funds overpaid 
Callidus to acquire the Xchange investment, and delayed and 
underreported potential losses. "I have serious concerns about the 
integrity of Callidus's accounting around XTG," Mr. McFarlane said. 

Last month, the Court of Appeal for Ontario found Mr. Mc-Farlane 
responsible for a personal guarantee on Xchange's debts that was far 
less than Callidus was seeking in a civil suit. 

[...] 

Mr. Glassman's companies have also sued or counter sued government 
agencies and former employees for damages in relation to alleged 
business breaches and misconduct. 

Callidus in February sued a former employee and alleged he was 
responsible for "artificially inflating" the financial performance of some 
of its investments, including Xchange. The employee responded in a 
court filing denying that, and said Callidus made the claim to deflect 
attention from "multiple complaints and regulatory investigations." 
Litigation is ongoing. 

As part of its quarterly earnings, Callidus in May disclosed that its 
accounting practices were under review from the OSC. 
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THE PLAINTIFFS STATE that the Defamatory Words are false and defamatory of them in their 

natural and ordinary meanings, including their implied meanings, and that they demean their 

respective reputations and/or business. 

THE PLAINTIFFS STATE THAT the defamatory words meant, were intended to mean and were 

understood to mean that the plaintiffs: 

1. Improperly "seize" companies to whom loans have been made; 

2. Are engaged in illegal or improper accounting in relation to Callidus's loan portfolio; 

3. Are engaged in criminal or fraudulent activities in relation to Callidus's loan portfolios; 

4. Are under investigation for fraud or other illegal activity by the OSC and/or the Toronto 
Police; 

5. Are treating McFarlane unfairly or unjustly; 

6. Improperly file "multiple lawsuits" against borrowers 

7. Dealt improperly or illegally in relation to the Xchange Technology Group ("Xchange") 
loan; 

8. Caused Xchange to go into insolvency proceedings shortly after it purchased a loan from a 
US bank; 

9. Intentionally caused Callidus to be "overpaid" for the Xchange investment; 

10. Delayed or underreported potential losses; 

11. Misled their shareholders or investors; 

12. Conduct business for nefarious purposes and do not have integrity in their business dealings; 

13. Are not reputable and do not conduct business in an ethical manner. 

THE PLAINTIFFS state that their representatives met with Mr. Copeland and Ms. McNish on 

August 8, 2017, in advance of the publication of the First and Second Articles, for the purpose of 

providing full and complete disclosure to them of the specific facts relevant to the Xchange loan and 

their dealings in relation to it. The information provided to Mr. Copeland and Ms, McNish flatly 

contradicts the false and defamatory words published in the First and Second Articles, yet the 
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defendants failed to refer to or incorporate into the First or Second Articles any of the information 

provided to them in the August 8th meeting. They did so intentionally. 

THE PLAINTIFFS demand that the defendants immediately: (1) remove the Articles and any 

reference to the Defamatory Words from any source or place accessible to any third parties; and (2) 

publish an unequivocal apology and correction/retraction of the Defamatory Words in a written letter to 

be posted in prominent locations and on all platforms used by the defendants to publish the Articles by 

the conclusion of business on Wednesday, August 23, 2017. Failure to take these steps will result in a 

legal proceeding being commenced against the defendants. 

THE DEFENDANTS were motivated by malice when they published and stated the Defamatory Words 

and republished the McFarlane Statements. Their conduct was high-handed and callous and 

demonstrated a total disregard for the truth. 

THE PLAINTIFFS require the defendants to maintain all records, drafts, notes, communications 

and website activities referable to the Articles and Defamatory Words, but not limited to, all drafts of 

the Articles and the Defamatory Words, all internal communications between and amongst the 

defendants and between and amongst the defendants and any third party relating to the Articles and 

Defamatory Words, and all emails, correspondence and comments received from readers in response 

to or commenting on the Articles and Defamatory Words. 

AND TAKE NOTICE that this Notice is provided to you pursuant to the provisions of the Libel 

and Slander Act, R.S.O. 1990, c. L.12. 

DATED at Toronto this 22nd day of August, 2017. 

TO: DOW JONES AND COMPANY 

ROB COPELAND 

JACQUIE McNISH 

JEFFREY McFARLANE 
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BETWEEN: 

(Court Seal) 

Court File No. CV 17 58609/118-593156-00CL 

THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL 
CORPORATION 

Plaintiffs 

and 

DOW JONES AND COMPANY, ROB COPELAND, JACQUIE MCNISH and 
JEFFREY MCFARLANE 

Defendants 

AMENDED  STATEMENT OF CLAIM 

TO THE DEFENDANTS: 

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the 
Plaintiff. The Claim made against you is set out in the following pages. 

IF YOU WISH TO DEFEND THIS PROCEEDING, you or an Ontario lawyer acting for 
you must prepare a Statement of Defence in Form 18A prescribed by the Rules of Civil 
Procedure, serve it on the Plaintiffs lawyer or, where the Plaintiff does not have a lawyer, serve 
it on the Plaintiff, and file it, with proof of service in this court office, WITHIN TWENTY 
DAYS after this Statement of Claim is served on you, if you are served in Ontario. 

If you are served in another province or territory of Canada or in the United States of 
America, the period for serving and filing your Statement of Defence is forty days. If you are 
served outside Canada and the United States of America, the period is sixty days. 

Instead of serving and filing a Statement of Defence, you may serve and file a Notice of 
Intent to Defend in Form 18B prescribed by the Rules of Civil Procedure. This will entitle you to 
ten more days within which to serve and file your Statement of Defence. 

IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MAY BE GIVEN 
AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF 
YOU WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO PAY LEGAL FEES, 
LEGAL AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL AID 
OFFICE. 
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TAKE NOTICE: THIS ACTION WILL AUTOMATICALLY BE DISMISSED if it has 
not been set down for trial or terminated by any means within five years after the action was 
commenced unless otherwise ordered by the court. 

Dated Octobcr 15, 2019Newni4cr 07, 2017 Issued by 

A/0 vvt 12Q r 0.1 )
),011 

TO: 

Address of 
court office: 

Joseph Weissman 
Counsel 
1211 Avenue of the Americas
New York, NY 
10036 

Lawyer for the Defendants 

ST. LAWRENCE BARRISTERS LLP 
144 King Street E 
Toronto ON M5C 1G8 

M. Philip Tunley LSUC#: 26402J 
Tel: 647-245-8282 Fax: 647-245-8285 
Phil.Tunlev@stlbarristers.ca 

Alexi N. Wood LSUC#: 54683F 
Tel: 647-245-8283 Fax: 647-245-8285 
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CLAIM 

1. The Plaintiffs claim against the Defendants, on a joint and several basis: 

(a) General damages in the amount of $300 million for defamation, conspiracy, and;

in the alternative, false light publication of the Plaintiffs in the public eye; 

(b) Aggravated damages in the amount of $5 million; 

(c) 44-Special damages in such amounts as to be particularized before trial for the 

same causes of action as set out in (a); 

(c) A declaration that the Defendants defamed the Plaintiffs;

(d) Punitive damages in the amount of 5 million; 

(d) In the alternative, a declaration that the Defendants caused, contributed and/or are 

legally responsible for publicity of the Plaintiffs in a false light in the public eye; 

(e) An Order requiring the Defendants to remove (take down) the defamatory 

publications from any website or electronic database where they are accessible, 

within 15 days of the date of the Order; 

(f) (*An injunction restraining the Defendants from continuing to make or publish, 

or causing to be published, through the internet or by any other method or 

medium of communication, either  directly or indirectly, any of thetheir 

defamatory and false light statements, articles, and broadcasts  about the Plaintiffs; 
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(g) (1) prejudgment interest in accordance with section 128 of the Courts of Justice 

Act, R.S.O. 1990, c. C.43, as amended; 

(h) (g)-postjudgment interest in accordance with section 129 of the Courts of Justice 

Act, R.S.O. 1990, c. C.43, as amended; 

.G.i (-h)—the costs of this proceeding  on a substantial indemnity basis, plus all 

applicable taxes; and 

a) 

The Parties 

2. The Plaintiff The Catalyst Capital Group Inc. ("Catalyst") is a corporation with its head 

(i)  Such further and other relief as to this Honourable Court may seem just. 

office located in Toronto, Ontario. Catalyst is widely recognized as the leading firm in the field 

of investments in distressed and undervalued Canadian situations. 

3. The Plaintiff Callidus Capital Corporation ("Callidus") is a corporation with its head 

office located in Toronto, Ontario. Callidus is a publicly traded asset-based lender that provides 

capital on a bridge basis to meet the financing requirements of companies that cannot access 

traditional lending sources. 

4. Callidus engages in asset-based lending by lending to corporate businesses and taking 

security against the assessed or appraised value of working capital and an identifiable portfolio 

of assets, which may include accounts receivable, inventory, equipment, real estate, and other 

assets. 
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5. In April 2014, Callidus made an initial public offering ("IPO") of approximately forty per 

cent of its issued and outstanding shares. Prior to the IPO, Callidus was wholly owned by 

Catalyst. Investment funds managed by Catalyst continue to own or control approximately 

seventy per cent of the issued and outstanding shares of Callidus. 

6. The Defendant, Dow Jones and Company ("Dow Jones"), is a corporation with its 

headquarters in New York, New York. Dow Jones is the owner of the newspaper publication The 

Wall Street Journal ("WSJ")  which publishes print and online versions of its articles. 

7. The Defendant Rob Copeland ("Copeland") is a reporter for the WSJ residing in New 

York, New York. 

8. The Defendant Jacquie McNish ("McNish") is a reporter for the WSJ residing in Toronto, 

Ontario. 

9. The Defendant Jeffrey McFarlane is the fornierformer chief executive officer of a 

computer distributor, Xchange Technology Group ("XTG"). XTG borrowed money from 

Callidus and McFarlane personally guaranteed the loan. 

McFarlane Provides Copeland and McNish With False and Defamatory Information 

10. In or about July 2017, McFarlane contacted Copeland to discuss information that he 

claimed to have regarding Callidus and Catalyst's accounting practices. Subsequently, McFarlane 

and Copeland discussed McFarlane's allegationsfalse and defamatory information about Callidus 

and Catalyst's accounting practices with respect to Callidus. 

11. Copeland convinced McNish to meet with McFarlane. 
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12. McFarlane, Copeland and McNish agreed to meet. During this meeting, McFarlane 

contendedstated that Callidus and Catalyst had engaged in false, dishonest and fraudulent 

accounting practices based on the following allegationsstatements:

(a) XTG borrowed funds from Callidus in late 2012; 

(b) In 2013, after XTG entered insolvency, Callidus purchased it for about $34 

million; 

(c) After Callidus' IPO, Catalyst agreed to cover future losses on Callidus' loans, 

including its loan to XTG; 

(d) In September 2015, Callidus recorded the XTG loan as an asset for sale at $66.9 

million in a quarterly earnings report; 

(e) In March 2016, Catalyst transferred C 101 million to Callidus for XTG which it 

declared was "an amount equal to the total outstanding principal plus accrued and 

unpaid interest"; 

In December 2016, Catalyst informed its investors that the investment in XTG 

was worth a fraction of what it had paid that March and declared losses in two of 

its funds as a result; 

(g) McFarlane disclosed that he had filed a whistleblower complaint against Callidus 

and Catalyst allcgin claiming fraudulent accounting practices and other 

improprieties with the Ontario Securities Commission ("OSC"); 
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(h) McFarlane claimed that his complaint to the OSC contained allegationsstated that 

Catalyst overpaid Callidus to acquire the XTG investment and delayed and 

underreported the losses on the same investment; and 

(i) McFarlane disclosed that three other parties had filed whistleblower complaints 

which included allegations of fraud against Callidus and Catalyst with the OSC 

(together, the "McFarlane Statements"). 

13. McFarlane represented toinformed Copeland and McNish that the McFarlane Statements 

were true. However, the McFarlane Statements were false, distorted and/or misrepresentative of 

the truth and were made in order to entice Copeland and McNish to author and publish  a 

negative, false, and defamatory article about Callidus and Catalyst. 

14. McFarlane made the McFarlane Statements to Copeland and McNish maliciously and 

with the express intent to cause harm and injury to Callidus and Catalyst. McFarlane was 

motivated by an animus toward Callidus and Catalyst as a result of ongoing litigation between he 

and Callidus concerning his personal guarantee of XTG's loan from Callidus. In addition, 

McFarlane's actions were in furtherance of a broader conspiracy to cause Callidus and Catalyst 

harm. 

15. McFarlane knew that the McFarlane Statements were false and defamatory of Callidus 

and Catalyst, however, he causcdencouraged and worked with Copeland and McNish to publish 

a story  in the WSJ based on the McFarlane Statements. 
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16. Following the meeting with McFarlane, Copeland and McNish resolved to and did author 

a storyauthored online and print WSJ Articles (referred to below) based on the  false and 

defamatory McFarlane Statements. 

17. Neither Copeland nor McNish performed any material research or due diligence to 

question or confirmverify the truth of the McFarlane Statements. 

18. In an effort to give the appearance of balanced reporting, Copeland and McNish 

requested and were granted a meeting with Callidus and Catalyst's representatives to discuss 

their affi.elexpending WSJ Articles. 

Meeting between Callidus, Catalyst, Copeland and McNish 

19. On August 8, 2017, Copeland and McNish, under the guise of responsible and ethical 

journalism, met with Callidus' and Catalyst's representatives (the "August 8 Meeting"). 

20. Prior to the meeting, Callidus and Catalyst requested that Copeland and McNish provide 

the materials they claimed to be relying on to allege that Callidus and Catalyst had been the 

subject of a number of whistleblower complaints to "authorities", including the OSC and the 

Toronto Police Service, and to provide details of the allegations from their sources. 

21. Copeland and McNish refused to provide any material to Callidus or Catalyst in advance 

of the August 8 Meeting. 

22. During the meeting, Callidus' and Catalyst's representatives presented full and complete 

disclosure to Copeland and McNish of the specific facts relevant to XTG and its loan with 

Callidus. The disclosure included the following facts: 
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(a) Copeland and McNish were incorrectly comparing information from Callidus' 

financial statements about XTG, namely its "Net Carrying Value number" and its 

"Gross Loan Number", as reported in various financial statements, to suggest that 

Callidus was underreporting potential losses on loans to XTG. 

(b) The correct information explains that the "Gross Loan Number" was a proper 

accounting for XTG's loan in accordance with its contractual obligations to 

Callidus; 

(c) Catalyst, upon acquiring XTG, under normal course accounting practices, had 

been required to write down the asset to its appropriate carrying value in line with 

the relevant adjustments; 

(d) The accounting treatment reflected in the books of Callidus and Catalyst was 

required by and in accordance with IFRS; 

(e) These normal course adjustments had already been recorded in Callidus' and 

XTG's audited financial statements; and 

(f) In these circumstances, there was no legitimacy to any allegations that Callidus' or 

Catalyst had engaged in any improper, let alone fraudulent, accounting practices 

in connection with XTG. 

23. The information provided to Copeland and McNish during the August 8 Meeting flatly 

contradicted the false representations madeand defamatory information provided to them by 

McFarlane and  the basis for the McFarlane Statements. 
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24. Copeland and McNish led Catalyst and Callidus to believe that they would use the 

information suppliedprovided during the August 8 Meeting to undertake basic due diligence on 

the claims on which they intended to report. 

25. Catalyst and Callidus believed that Copeland and McNish would fairly, accurately and 

responsibly report the facts and circumstances of Callidus' accounting for its loan to XTG. 

Copeland and McNish Suhmit-Aftiele-for—PublishingActed Maliciously 

26. Copeland and McNish deliberately and maliciously  omitted the information provided to 

them by Callidus and Catalyst during the August 8 Meeting from their articlesWSJ Articles.

Instead, Copeland and McNish intentionally and falsely drafted their articlesWSJ Articles in 

reliance on the information McFarlane provided to them and nothing more. This bad faith 

misconduct was aggravated by the fact that Copeland and McNish also falsely reported that 

Callidus and Catalyst would not comment on Copeland and McNish's story. 

27. Copeland and McNish authored an article entitled ""headlined "Canadian Private - 

Equity Giant Accused by Whistleblowers of Fraud'," (the "First Article").: published on August 

9, 2017. 

28. Copeland and McNish did so knowing, being wilfully blind to, and/or reckless to, the fact 

that: 

(a) The statements they intended to and did publish regarding Callidus and Catalyst 

were false, inaccurate, misleading, and had been fabricated, and would not stand 

up to basic due diligence; and 
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(b) Copeland and McNish had access to information in the public record and arising 

from the August 8 Meeting that contradicted the McFarlane Statements and the 

defamatory language usedstatements published in the First Article. 

29. Copeland and McNish submitted the First Article for publishingpublication on or about 

August 9, 2017. 

Publication of the First Article on the WSJ's website (The First Article) 

30. Dow Jones published the First Article on the WSJ's website, 

www.thewallstreetjournal.com, on August 9, 2017. Dow Jones did so knowing, being 

wilf-tillywillfully blind to, and/or reckless to the fact that the statements in the First Article 

regardingreferring to Callidus and Catalyst were false, defamatory,  inaccurate, misleading, and 

had been fabricated, and would not stand up to basic due diligence/or were irresponsible. 

31. The following false and defamatory words, were published in the First Article 

(collectively the "Defamatory Words"): 

Canadian Private-Equity Giant Accused by Whistleblowers of Fraud 

At least four individuals have filed whistleblower complaints with 
Canadian securities regulators alleging fraud at a multibillion-dollar 
investment firm and its publicly traded lending arm, according to people 
familiar with the matter and documents reviewed by The Wall Street 
Journal. 

Catalyst Capital Group Inc., one of Canada's largest private-equity firms, 
is accused in the complaints of artificially inflating the value of some of its 
assets and deceiving borrowers about the terms of loans it made. The 
complaints have prompted officials at the Ontario Securities Commission, 
the country's leading securities regulator, to make inquiries and question 
people familiar with Catalyst, according to the people and documents. 

A unit of the Toronto Police Service that specializes in financial crimes 
has separately begun its own inquiries, a department spokeswoman said. 
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Some but not all of the filers of the Catalyst whistleblower complaints 
have worked at companies that borrowed money from Mr. Glassman's 
firms, and later had their businesses seized, said people familiar with the 
matter. Some are involved in litigation with Catalyst, the people said. 
Some of the complaints involve a series of loans to a small technology 
distributor, while others focus on other investments and the firm's 
accounting. 

[...] 

Mr. Glassman is also chief executive of Callidus Capital Corp., a so-called 
alternative lender listed on the Toronto Stock Exchange. Callidus's lending 
practices are also a subject of the whistleblower complaints, according to 
the people and documents. 

L.] 

Catalyst funds own a majority of Callidus's public shares and some senior 
executives work concurrently at both firms. 

[...1 

His companies sometimes file multiple lawsuits against borrowers 
believed to have violated the terms of their loans. 

One of those borrowers is Jeff McFarlane. 

Mr. McFarlane is the former chief executive of computer distributor 
Xchange Technology Group, known as XTG. He said his company began 
borrowing from Callidus in late 2012 after the lender purchased its $11.6 
million loan from a U.S. bank. 

Within a year, Xchange was in insolvency proceedings. Callidus 
purchased the company for about $34 million, according to court 
documents. 

When Callidus went public in 2014, Catalyst, its majority shareholder, 
agreed to cover future losses on loans including Xchange. 

In September 2015, Callidus recorded the Xchange investment as an asset 
for sale at C$66.9 million in a quarterly earnings report. 

Then in March 2016, Catalyst transferred C$101 million to Callidus for 
Xchange, "an amount equal to the total outstanding principal plus accrued 
and unpaid interest," filings show. 
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In December 2016, Catalyst told its investors that the Xchange stake was 
only worth a fraction of what it had paid that March, triggering losses on 
two of its funds, according to one of the whistleblower complaints and 
documents reviewed by the Journal. 

Mr. McFarlane confirmed he filed one of the whistleblower complaints. 
His complaint, and one other, alleges that Catalyst funds overpaid Callidus 
to acquire the Xchange investment, and delayed and underreported 
potential losses. "I have serious concerns about the integrity of Callidus's 
accounting around XTG," Mr. McFarlane said. 

Last month, the Court of Appeal for Ontario found Mr. McFarlane 
responsible for a personal guarantee on Xchange's debts that was far less 
than Callidus was seeking in a civil suit. 

Mr. Glassman's companies have also sued or counter sued government 
agencies and former employees for damages in relation to alleged business 
breaches and misconduct. 

Callidus in February sued a former employee and alleged he was 
responsible for "artificially inflating" the financial performance of some of 
its investments, including Xchange. The employee responded in a court 
filing denying that, and said Callidus made the claim to deflect attention 
from "multiple complaints and regulatory investigations." Litigation is 
ongoing. 

As part of its quarterly earnings, Callidus in May disclosed that its 
accounting practices were under review from the OSC. Mr. Glassman told 
analysts at that time that the review was "nothing extraordinary." He 
added, "If there was a significant issue with the Commission, I'm fairly 
certain the Commission would force us to disclose it." 

32. The First Article also fails to report the details of the four alleged "whistleblower" 

complaints, with the exception of certain allegations concerning Callidus and Catalyst's 

accounting of Callidus's loan to XTG, 

33. In addition to being defamatory, the statements in the First Article are intentionally and 

with malice presented in a false light by Copeland, McNish and Dow Jones to indicate that

Gatalyst-ancl-Gglidtis-aeteEl-in-a-fEenaeifigr  illegal-an€1-imffiefal-nlannef, 
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34. The ordinary meaning of the words or innuendes-published-iii-the-Pirst-Aftiele-would4ea4 

a reasonable person to conclude that Catalyst and Callidus: 

(a) improperly "seize" companies to whom loans have been made; 

(b) are engaged in illegal or improper accounting in relation to Callidus's loan 

portfolio; 

(c) are engaged in criminal or fraudulent activities in relation to Callidus's loan 

portfolios; 

(d) are under investigation for fraud or other illegal activity by the OSC and/or the 

Toronto Police Service;

(e) are treating McFarlane unfairly or unjustly; 

(0 improperly file "multiple lawsuits" against borrowers;

(g) dealt improperly or illegally in relation to the XTG loan; 

(-h)--eaaaed-XTG-te-ge-inte-inselvefiey-pfeeeedifigs-sheftly-after-it-pufehased-a4ean 

from a US bank; 

(i) intentionally caused Callidus to be "overpaid" for the XTG investment;

(j) delayed or underreported potential losses; 

(k) misled their shareholders or investors; 
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dealings; and 

(m) are not reputable and do not conduct business in an ethical manner. 

34. The First Article contains the following false and defamatory statements of and 

concerning the Plaintiffs: 

(a) The First Article's headline and the first and second paragraphs state: 

Canadian Private-Equity Giant Accused by Whistleblowers of Fraud 

I 1 1 TORONTO—At least four individuals have filed whistleblower 
complaints with Canadian securities regulators alleging fraud at 
a multibillion-dollar investment firm and its publicly traded 
lending arm, according to people familiar with the matter and 
documents reviewed by The Wall Street Journal. 

121 Catalyst Capital Group Inc., one of Canada's largest private-
equity firms, is accused in the complaints of artificially 
inflating the value of some of its assets and deceiving 
borrowers about the terms of loans it made. The complaints 
have prompted officials at the Ontario Securities Commission, 
the country's leading securities regulator, to make inquiries and 
question people familiar with Catalyst, according to the people 
and documents. 

These words meant and were understood to mean: 

(1) Callidus and/or Catalyst are engaged in fraudulent activities; 

(ii) Callidus and/or Catalyst are engaged in criminal wrongdoing; 

(iii) Callidus and/or Catalyst are engaged in illegal or improper accounting in 

relation to Callidus's loan portfolio; 

(iv) Callidus and/or Catalyst violated Ontario securities laws; and 
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(v) Callidus and/or Catalyst act unethically; 

(vi) Callidus and/or Catalyst deceive borrowers; 

(vii) Callidus and/or Catalyst wrongfully conduct their business for their own 

financial gain at the expense of borrowers and/or investors; and 

(viii) Callidus and/or Catalyst engage in deceptive business practices. 

(ix) Callidus and/or Catalyst conduct their business fraudulently. 

(x) Callidus and/or Catalyst have made false and misleading representation to 

investors. 

(b) The third paragraph of the First Article states: 

131 A unit of the Toronto Police Service that specializes in financial 
crimes has separately begun its own inquiries, a department 
spokeswoman said, 

These words meant and were understood to mean that: 

(i) Callidus and/or Catalyst are engaged in criminal conduct or fraudulent 

activities in relation to Callidus's loan portfolios; 

(ii) Callidus and/or Catalyst are engaged in and/or committed financial 

crimes; 

(iii) Callidus and/or Catalyst act fraudulently; 

(iv) Callidus and/or Catalyst act illegally; 
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(v) Callidus and/or Catalyst are under "investigation" for fraud, illegal activity 

and/or financial crimes by the OSC and/or the Toronto Police Service., 

(vi) Callidus and/or Catalyst defrauded investors. 

(c) Paragraphs nine, twelve, and nineteen to twenty-eight of the First Article state: 

191 Some but not all of the filers of Catalyst whistleblower complaints 
have worked at companies that borrowed money from Mr. 
Glassman's firms, and later had their businesses seized, said 
people familiar with the matter. Some are involved in litigation 
with Catalyst, the people said. Some of the Complaints involve a 
series of loans to a small technology distributor, while others 
focus on other investments and the firm's accounting. 

[121 Mr. Glassman is also chief executive of Callidus Capital Corp., a 
so-called alternative lender listed on the Toronto Stock Exchange. 
Callidus's lending practices are also a subject of the whistleblower 
complaints, according to the people and documents. 

LA 

[191 His companies sometimes file multiple lawsuits against borrowers 
believed to have violated the terms of their loans. 

[201 One of those borrowers is Jeff McFarlane. 

[211 Mr. McFarlane is the former chief executive of computer 
distributor Xchange Technology Group, known as XTG. He said 
his company began borrowing from Callidus in late 2012 after the 
lender purchased its $11.6 million loan from a U.S. bank. 

[221 Within a year, Xchange was in insolvency proceedings. Callidus 
purchased the company for about $34 million, according to court 
documents. 

[231 When Callidus went public in 2014, Catalyst, its majority 
shareholder, agreed to cover future losses on loans including 
Xchange. 
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[241 In September 2015, Callidus recorded the Xchange investment as 
an asset for sale at C$66.9 million in a quarterly earnings report. 

[251 Then in March 2016, Catalyst transferred C$101 million to 
Callidus for Xchange, "an amount equal to the total outstanding 
principal plus accrued and unpaid interest," filings show. 

1261 In December 2016, Catalyst told its investors that the Xchange 
stake was only worth a fraction of what it had paid that March, 
triggering losses on two of its funds, according to one of the 
whistleblower complaints and documents reviewed by the Journal. 

[271 Mr. McFarlane confirmed he filed one of the whistleblower 
complaints. His complaint, and one other, alleges that Catalyst 
funds overpaid Callidus to acquire the Xchange investment, and 
delayed and underreported potential losses. "I have serious 
concerns about the integrity of Callidus's accounting around XTG," 
Mr. McFarlane said. 

[281 Last month, the Court of Appeal for Ontario found Mr. McFarlane 
responsible for a personal guarantee on Xchange's debts that was 
far less than Callidus was seeking in a civil suit. 

These words meant and were understood to mean that: 

(i) Callidus and/or Catalyst engage in fraudulent activities; 

(ii) Callidus and/or Catalyst engage in illegal or wrongful accounting 

practices; 

(iii) Callidus and/or Catalyst engage in unethical conduct; 

(iv) Callidus and/or Catalyst deceive borrowers and/or engage in deceptive 

business practices ; 

(v) Callidus and/or Catalyst engage in illegal or wrongful lending practices; 

(vi) Callidus and/or Catalyst lack integrity; 

25



19 

(vii) Callidus and/or Catalyst engaged in illegal or wrongful conduct in their 

dealings with Xchange and/or McFarlane; 

(viii) Callidus and/or Catalyst are treating McFarlane unfairly or unjustly; 

(ix) Callidus and/or Catalyst wrongfully or improperly file "multiple lawsuits" 

against borrowers; 

(x) Callidus and/or Catalyst improperly seize companies; 

(xi) Callidus and/or Catalyst dealt improperly or illegally in relation to the 

XTG loan; 

(xii) Callidus and/or Catalyst improperly, illegally and/or wrongfully caused 

XTG to go into insolvency proceedings shortly after it purchased a loan 

from a US bank; 

(xiii) Callidus and/or Catalyst intentionally caused Callidus to be "overpaid" for 

the XTG investment for their own financial gain or benefit; 

(xiv) Callidus and/or Catalyst illegally or wrongfully delayed or underreported 

potential losses in respect of the XTG investment; 

(xv) Callidus and/or Catalyst illegally or wrongfully overvalued XTG, to the 

detriment of the funds managed by Catalyst; 

(xvi) Callidus and/or Catalyst caused Callidus to mislead its shareholders and/or 

investors; and 

26



20 

(xvii) Callidus and/or Catalyst_conduct business for nefarious purposes and do 

not have integrity in their business dealings. 

(d) Paragraphs nineteen to twenty-two and paragraphs 28 of the First Article state: 

[191 His companies sometimes file multiple lawsuits against borrowers 
believed to have violated the terms of their loans. 

[201 One of those borrowers is Jeff McFarlane. 

[211 Mr. McFarlane is the former chief executive of computer distributor 
Xchange Technology Group, known as XTG. He said his company began 
borrowing from Callidus in late 2012 after the lender purchased its $11.6 
million loan from a U.S. bank. 

[221 Within a year, Xchange was in insolvency proceedings. Callidus 
purchased the company for about $34 million, according to court 
documents. 

[281 Last month, the Court of Appeal for Ontario found Mr. McFarlane 
responsible for a personal guarantee on Xchange's debts that was 
far less than Callidus was seeking in a civil suit. 

These words meant and were understood to mean that: 

(i) Callidus and/or Catalyst improperly file "multiple lawsuits" against 

borrowers; 

(ii) Callidus and/or Catalyst dealt with McFarlane unfairly or unjustly by 

pursuing him in a guarantee Action; and 

(iii) Callidus and/or Catalyst engaged in illegal or wrongful conduct in their 

dealings with Xchange and/or McFarlane. 
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35. The First Article remains on the WSJ website where it was initially posted,. and updated. 

The Defendants ignored the Plaintiffs' Notice of Libel dated August 22, 2017 demanding that the 

Defendants immediately takedown the WSJ Articles and any reference to the defamatory words 

from any source or place accessible to any third parties. 

Copeland Tweets The  Defamatory Wor-dsFirst Article 

36. On August 9, 2017 at 3:40 p.m. EDT, Copeland further disseminated the First Article 

using his Twitter account under the handle " @realrobcopeland". Copeland tweeted a link to the 

First Article and wrote in a tweet that "'Goldman Sachs of Canada' is accused of fraud. Exclusive 

w/ @jacquiemcnish" (the "First Copeland Tweet"). 

37. Less than an hour later, Copeland sent a second tweet which again included a link to the 

First Article and indicated that "Shares fall 21% for Callidus Capital, majority owned by PE 

giant Catalyst Capital, after @WSJ reports alleged fraud" (the "Second Copeland Tweet"). 

38. On August 11, 2017, in an effort to further disseminate the First Article and the 

Defamatory Words, Copeland tweeted a link to another WSJ story regarding Callidus and 

Catalyst (which links to the First Article) and tweeted that "Lender Callidus, which we reported 

is accused by whistleblowers of fraud, reports unexpected loss" (the "Third Copeland Tweet"). 

39. Copeland maliciously  authored the First Copeland Tweet, Second Copeland Tweet and 

Third Copeland Tweet with the express purpose of disseminating the First Article as well as the 

facts, information and innuendo that he knew or ought to have known were defamatory and 

which caused harm to Callidus and Catalyst. 
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40. In addition, the Defendants maliciously updated the First Article on August 9, 2017 at 

9:53 PM ET to further sensationalize their story: 

(a) by adding a photograph of a Toronto Police Car with a photo caption : "A unit of 

the Toronto Police Service has began its own inquiries into Catalyst"; 

(b) editing the headline of the First article by naming and identifying Catalyst 

("Canadian Private-Equity Giant Catalyst Accused of Fraud by Whistleblowers"); 

(c) by adding a subheadline: "Authorities looking into complaints that Catalyst 

inflated value of assets, deceived borrowers"; and 

(d) by adding the following statement to the First Article: "Callidus shares dropped 

19% Wednesday afternoon to C$12.06 after the Journal reported on the 

whistleblower inquiries. The stock fell 21% on the day overall and is down 35% 

this year." 

Publication In The Print Editions of the Wall Sireei Joatwa/(the Second Article) 

41. /10. On or about August 10, 2017, Dow Jones published in the print editions of its 

newspaper, the WSJ, an article headlined "Top Buyout Firm Scrutinized on Loans" (the "Second 

Article"). 

42. /11. Copeland and McNish also authored the Second Article. They did so knowing, being 

wilfully blind to, and/or reckless to, the fact that: 
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(a) The statements they intended to and did publish regardingreferring to Callidus 

and Catalyst were false, inaccurate, misleading, and had been fabricated, and 

would not stand up to basic due diligence; and 

(b) Copeland and McNish had access to information in the public record and arising 

from the August 8 Meeting that contradicted the McFarlane Statements and the 

defamatory language used in the Second Article. 

43. /12. Dow Jones published the Second Article knowing, being wilfully blind to, and/or

reckless to7 the fact that the statements in the Second Article regardingreferring to Callidus and 

Catalyst were false, defamatory, inaccurate, misleading, and had been fabricated, and would not 

stand up to basic due diligence/or were irresponsible. 

44. 4-3,--The following false and defamatory words were published in the Second Article 

(collectively, the "Defamatory Words"): 

At least four individuals have filed whistleblower complaints with 
Canadian securities regulators alleging fraud at a multibillion- dollar 
investment firm and its publicly traded lending arm, according to people 
familiar with the matter and documents reviewed by The Wall Street 
Journal. 

Catalyst Capital Group Inc., one of Canada's largest private- equity firms, 
is accused in the complaints of artificially inflating the value of some of its 
assets and deceiving borrowers about the terms of loans it made. The 
complaints have prompted officials at the Ontario Securities Commission, 
the country's leading securities regulator, to make inquiries and question 
people familiar with Catalyst, according to the people and documents. 

A unit of the Toronto Police Service that specializes in financial crimes 
has separately begun its own inquiries, a department spokeswoman said. 

Some but not all of the filers of the Catalyst whistleblower complaints 
have worked at companies that borrowed money from Mr. Glassman's 
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firms, and later had their businesses seized, said people familiar with the 
matter. Some are involved in litigation with Catalyst, the people said. 
Some of the complaints involve a series of loans to a small technology 
distributor, while others focus on other investments and the firm's 
accounting. 

[...] 

Mr. Glassman is also chief executive of Callidus, the alternative lender 
listed on the Toronto Stock Exchange. Callidus's lending practices are also 
a subject of the whistleblower complaints, according to the people and 
documents. 

Catalyst funds own a majority of Callidus's public shares and some senior 
executives work concurrently at both firms. 

[...] 

His companies sometimes file multiple lawsuits against borrowers 
believed to have violated the terms of their loans. 

One of those borrowers is Jeff McFarlane. Mr. McFarlane is the former 
chief executive of computer distributor Xchange Technology Group, 
known as XTG. He said his company began borrowing from Callidus in 
late 2012 after the lender purchased its $11.6 million loan from a U.S. 
bank. 

Within a year, Xchange was in insolvency proceedings. Callidus 
purchased the company for about $34 million, according to court 
documents. 

When Callidus went public in 2014, Catalyst, its majority shareholder, 
agreed to cover future losses on loans including Xchange. 

In September 2015, Callidus recorded the Xchange investment as an asset 
for sale at C$66.9 million in a quarterly earnings report. 

Then in March 2016, Catalyst transferred C$101 million to Callidus for 
Xchange, "an amount equal to the total outstanding principal plus accrued 
and unpaid interest," filings show. 

In December 2016, Catalyst told its investors that the Xchange stake was 
only worth a fraction of what it had paid that March, triggering losses on 
two of its funds, according to one of the whistleblower complaints and 
documents reviewed by the Journal. 

Mr. McFarlane confirmed he filed one of the whistleblower complaints. 
His complaint, and one other, alleges that Catalyst funds overpaid Callidus 
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to acquire the Xchange investment, and delayed and underreported 
potential losses. "I have serious concerns about the integrity of Callidus's 
accounting around XTG," Mr. McFarlane said. 

Last month, the Court of Appeal for Ontario found Mr. Mc-Farlane 
responsible for a personal guarantee on Xchange's debts that was far less 
than Callidus was seeking in a civil suit. 

[.. .] 

Mr. Glassman's companies have also sued or counter sued government 
agencies and former employees for damages in relation to alleged business 
breaches and misconduct. 

Callidus in February sued a former employee and alleged he was 
responsible for "artificially inflating" the financial performance of some of 
its investments, including Xchange. The employee responded in a court 
filing denying that, and said Callidus made the claim to deflect attention 
from "multiple complaints and regulatory investigations." Litigation is 
ongoing. 

As part of its quarterly earnings, Callidus in May disclosed that its 
accounting practices were under review from the OSC. 

"whistleblower" complaints, with the exception of certain allegations concerning Callidus 

and-Gatalyst-ls-aeeeunt-ing-e-f--Galli ean-te-X-T-G, 

45. In addition to being defamatory, the statements in the Second Article are intentionally 

and with malice presented in a false light by Copeland, McNish and Dow Jones to 

46. The ordinary meaning of the words or innuendos published in the Second Article would

„able  Catalyst and Callidus: 

(a) improperly "seize" companies to whom loans have been made; 

(b) are engaged in illegal or improper accounting in relation to Callidus's loan 
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portfolio; 

(c) are engaged in criminal or fraudulent activities in relation to Callidus's loan 

portfolios; 

(d) are under investigation for fraud or other illegal activity by the OSC and/or the

Toronto Police;

(e) are treating McFarlane unfairly or unjustly; 

(f) improperly file "multiple lawsuits" against borrowers

(g) dealt improperly or illegally in relation to the XTG loan;

(h) caused XTG to go into insolvency proceedings shortly after it purchased a loan 

from a US bank; 

(i) intentionally caused Callidus to be "overpaid" for the XTG investment;

(j) delayed or underreported potential losses; 

(k) misled their shareholders or investors; 

(1) conduct business for nefarious purposes and do not have integrity in their business 

dealings; and 

(m) are not reputable and do not conduct business in an ethical manner. 

45. The Second Article contains the following false and defamatory statements of and 

concerning the Plaintiffs: 
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(a) The Second Article's headline and the first and second paragraphs state: 

Top Buyout Firm Scrutinized on Loans 

[11 TORONTO—At least four individuals have filed whistleblower 
complaints with Canadian securities regulators alleging fraud at a 
multibillion-dollar investment firm and its publicly traded lending 
arm, according to people familiar with the matter and documents 
reviewed by The Wall Street Journal. 

[21 Catalyst Capital Group Inc., one of Canada's largest private-equity 
firms, is accused in the complaints of artificially inflating the value 
of some of its assets and deceiving borrowers about the terms of 
loans it made. The complaints have prompted officials at the 
Ontario Securities Commission, the country's leading securities 
regulator, to make inquiries and question people familiar with 
Catalyst, according to the people and documents. 

These words meant and were understood to mean: 

(i) Callidus and/or Catalyst are engaged in fraudulent activities; 

(ii) Callidus and/or Catalyst are engaged in criminal wrongdoing; 

(iii) Callidus and/or Catalyst are engaged in illegal or improper accounting in 

relation to Callidus's loan portfolio; 

(iv) Callidus and/or Catalyst violated Ontario securities laws; 

(v) Callidus and/or Catalyst act unethically; 

(vi) Callidus and/or Catalyst deceive borrowers; 

(vii) Callidus and/or Catalyst wrongfully conduct their business for their own 

financial gain at the expense of borrowers and/or investors; 

(viii) Callidus and/or Catalyst engage in deceptive business practices; 
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(ix) Callidus and/or Catalyst conduct their businesses fraudulently; 

(x) Callidus and/or Catalyst have made false and misleading representations 

to investors. 

(b) The third paragraph of the Second Article states: 

[31 A unit of the Toronto Police Service that specializes in financial 
crimes has separately begun its own inquiries, a department 
spokeswoman said. 

These words meant and were understood to mean: 

(i) Callidus and/or Catalyst are engaged in criminal conduct or fraudulent 

activities in relation to Callidus!'s loan portfolios; 

(ii) Callidus and/or Catalyst are engaged in and/or committed financial 

crimes; 

(iii) Callidus and/or Catalyst act fraudulently; 

(iv) Callidus and/or Catalyst act illegally; 

(v) Callidus and/or Catalyst are under "investigation" for fraud or other, 

illegal activity and/or financial crimes by the OSC and/or the Toronto 

Police* Service; and 

(vi) Callidus and/or Catalyst defrauded investors. 

(c) Paragraphs nine, thirteen, and twenty-one to twenty-nine of the Second Article 

state: 
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191 Some but not all of the filers of the Catalyst whistleblower 
complaints have worked at companies that borrowed money from 
Mr. Glassman's firms, and later had their businesses seized, said 
people familiar with the matter. Some are involved in litigation 
with Catalyst, the people said. Some of the complaints involve a 
series of loans to a small technology distributor, while others focus 
on other investments and the firm's accounting. 

1-1 

1131 Mr. Glassman is also chief executive of Callidus, the alternative 
lender listed on the Toronto Stock Exchange. Callidus's lending 
practices are also a subject of the whistleblower complaints, 
according to the people and documents.r141 Catalyst funds own a 
majority of Callidus's public shares and some senior executives 
work concurrently at both firms. 

1-1 

[211 His companies sometimes file "multiple lawsuits against 
borrowers believed to have violated the terms of their loans. 

1221 One of those borrowers is Jeff McFarlane. Mr. McFarlane is the 
former chief executive of computer distributor Xchange 
Technology Group, known as XTG. He said his company began 
borrowing from Callidus in late 2012 after the lender purchased its 
$11.6 million loan from a U.S. bank. 

[231 Within a year, Xchange was in insolvency proceedings. Callidus 
purchased the company for about $34 million, according to court 
documents. 

1241 When Callidus went public in 2014, Catalyst, its majority 
shareholder, agreed to cover future losses on loans including 
Xchange. 

[251 In September 2015, Callidus recorded the Xchange investment as 
an asset for sale at C$66.9 million in a quarterly earnings report. 

[261 Then in March 2016, Catalyst transferred C$101 million to 
Callidus for Xchange, "an amount equal to the total outstanding 
principal plus accrued and unpaid interest," filings show. 

1271 In December 2016, Catalyst told its investors that the Xchange 
stake was only worth a fraction of what it had paid that March, 
triggering losses on two of its funds, according to one of the 
whistleblower complaints and documents reviewed by the Journal. 
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[281 Mr. McFarlane confirmed he filed one of the whistleblower 
complaints. His complaint, and one other, alleges that Catalyst 
funds overpaid Callidus to acquire the Xchange investment, and 
delayed and underreported potential losses. "I have serious 
concerns about the integrity of Callidus's accounting around 
XTG," Mr. McFarlane said. 

I-291 Last month the Court of Appeal for Ontario found Mr. McFarlane 
responsible for a personal guarantee on Xchange's debts that was 
for less than Callidus was seeking in a civil suit. 

These words meant and were understood to mean: 

(i) Callidus and/or Catalyst engage in fraudulent activities. 

(ii) Callidus and/or Catalyst engage in illegal or wrongful accounting 

practices; 

(iii) Callidus and/or Catalyst engage in unethical conduct; 

(iv) Callidus and/or Catalyst deceive borrowers and/or engage in deceptive 

business practices ; 

(v) Callidus and/or Catalyst engage in illegal or wrongful lending practices; 

(vi) Callidus and/or Catalyst lack integrity; 

(vii) Callidus and/or Catalyst engaged in illegal or wrongful conduct in their 

dealings with Xchange and/or McFarlane; 

(viii) Callidus and/or Catalyst wrongfully or improperly file "multiple lawsuits" 

against borrowers; 

(ix) Callidus and/or Catalyst improperly seize companies; 
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(x) Callidus and/or Catalyst dealt improperly or illegally in relation to the 

XTG loan; 

(xi) Callidus and/or Catalyst improperly, illegally and/or wrongfully caused 

XTG to go into insolvency proceedings shortly after it purchased a loan 

from a US bank; 

(xii) Callidus and/or Catalyst intentionally caused Callidus to be "overpaid" for 

the XTG investment for their own financial gain or benefit; 

(xiii) Callidus and/or Catalyst illegally or wrongfully delayed or underreported 

potential losses in respect of the XTG investment; 

(xiv) Callidus and/or Catalyst illegally or wrongfully overvalued XTG, to the 

detriment of the funds managed by Catalyst; 

(xv) Callidus and/or Catalyst caused Callidus to mislead its shareholders and/or 

investors; 

(xvi) Callidus and/or Catalyst_conduct business for nefarious purposes and do 

not have integrity in their business dealings; and 

(xvii) Callidus and/or Catalyst are not reputable and do not conduct business in 

an ethical manner. 

(d) Paragraphs twenty-one to twenty-three and paragraph 29 of the Second Article state: 

[211 His companies sometimes file multiple lawsuits against borrowers 
believed to have violated the terms of their loans. 
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[221 One of those borrowers is Jeff McFarlane. Mr. McFarlane is the 
former chief executive of computer distributor Xchange 
Technology Group, known as XTG. He said his company began 
borrowing from Callidus in late 2012 after the lender purchased its 
$11.6 million loan from a U.S. bank. 

[231 Within a year, Xchange was in insolvency proceedings. Callidus 
purchased the company for about $34 million, according to court 
documents. 

LA 

[291 Last month the Court of Appeal for Ontario found Mr. McFarlane 
responsible for a personal guarantee on Xchange's debts that was 
for less than Callidus was seeking in a civil suit. 

These words meant and were understood to mean that: 

(i) Callidus and/or Catalyst improperly file "multiple lawsuits" against 

borrowers; 

(ii) Callidus and/or Catalyst dealt with McFarlane unfairly or unjustly by 

pursuing him in a guarantee Action; and 

(iii) Callidus and/or Catalyst engaged in illegal or wrongful conduct in their 

dealings with Xchange and/or McFarlane. 

46. As with the First Article, the Second Article fails to report the details of the four alleged 

"whistleblower" complaints, with the exception of certain allegations concerning Callidus and 

Catalyst's accounting of Callidus's loan to XTG. 

47. In the Second Article,  Dow Jones altereddid not include some of the information 

published  in the SecondFirst Article, in a tacitan admission that the-information published in the 

First Article was inaccurate, misleading and/or defamatory, 
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Privacy — Publicity That Places The Plaintiffs In A false Light In The Public Eye 

48. The Defendants placed the Plaintiffs in a false light to the public through the publication 

of the First and Second Articles. The false statements that the Plaintiffs complain about in the 

First and Second Articles above are highly offensive to a reasonable person 

The Plaintiffs Serve Defamation Notice 

49. 48,-On or about August 22, 2017, the Plaintiffs delivered to the Defendants a notice under 

the Libel and Slander Act that a claim would be commenced if the First and Second Articles 

were not retracted and an apology issued. 

50. /19. The Defendants refused to retract, correct or in any way qualify the First and Second 

Articles.  The Defendants ignored the Plaintiffs' Notice of Libel demanding the publication of an 

unequivocal apology and retraction of the defamatory words in a written letter to be posted in 

prominent locations and on all platforms used by the Defendants to publish the Articles. 

Irresponsible Journalism 

51. 5-0,--In publishing the First and Second Article, Dow Jones, Copeland and McNish failed 

to engage in responsible journalism and, by their negligence, caused damage to the Plaintiffs. 

were not diligent in verifying the statements they published about the Plaintiffs in the First and 

Second Articles. The Defendants have acted irresponsibly in researching, writing and publishing 

the First and Second Articles. 

Negligence 
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52. Dow Jones, Copeland and McNish breached the duty of care they owed to the Plaintiffs in the

following manner: 

(a) Dow Jones, Copeland and McNish failed to investigate or perform any due 

diligence with respect to Callidus' and Catalyst's accounting of the loan to XTG 

by reviewing publicly available information to which the Plaintiffs directed them;

(b) Dow Jones, Copeland and McNish relied on McFarlane as a source of information 

without performing the necessary diligence to determine if McFarlane was a 

reliable, credible or truthful source of information; and

(c) Copeland and McNish failed to conduct any due diligence in respect of any of the

other allegations made to them by McFarlane or any of the underlying facts 

relevant to the veracity of such allegations and, in failing to do so, allowed 

themselves to be used as part of a broader scheme, of which McFarlane was a 

paft-Tte-eause-haffe-te-Gatalyst--aficl-Galliclus, 

Plaintiffs Suffered Damages 

52. 53. By reason of the publication of the  defamatory publications and the words contained 

thereinFirst and Second Articles, the Plaintiffs have been severely injured in their character, 

reputation, and business. The Plaintiffs continue to suffer significant damages as a result 

efcaused by the publication of the defamatory First and Second Article which contain the 

Defamatory WordsArticles and the First, Second and Third Copeland Tweets. 
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53. 51. As a result of the Defendants' misconduct, including negligence and making

andrecklessness in publishing the false and  defamatory and misleading  statements, the Plaintiffs 

have suffered serious  damage to their reputations. 

Aggravated and Punitive Damages 

54. 55. The Defendants were motivated by malice when they published the Defamatory 

WordsFirst and Second Articles and republished the McFarlane Statements. Their conduct was 

high-handed and callous and demonstrated a tetalreckless disregard for the truth. 

55. 56. As a result of the actions and conduct of the Defendants, the Plaintiffs have suffered a 

significant loss to their dignity and reputation and  are entitled to  an award of aggravated 

damages. 

56. 57. As a result of the high-handed, malicious, and vindictive actions and conduct of the 

Defendants, the Plaintiffs are entitled to an award of  punitive damages. 

Miscellaneous 

57. 5-8,-The Plaintiffs plead and rely on the Libel and Slander Act, RSO 1990, c L.12. 

Service Ex hi tz:s 

58. 60-.-The Defendants' actions include torts committed in Ontario. 

59. 61. Catalyst pleads reliance on Rule 17.02 (g) and (p) of the Rules of Civil Procedure, 

RRO 1990, Reg. 194. 
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60. 62-The Plaintiffs request that this action be tried in Toronto. 

Amended October 15, 2019 

November 7, 2017 
LAX O'SULLIVAN LISUS GOTTLIEB LLP 
Counsel
Suite 2750, 115 King Street West
Toronto ON M5H 1J8 
Rocco DiPucchio LSUCtt: 381851 
rdipucchio@counsel toronto.com 
Tel: /116 598 2268 
Bradley Vermeersch LSUCtt: 69001K 
bvermeerschgcounsektoronto.com
Tel: 416 616 7997 
Fax: 116 598 3730 

MOORE BARRISTERS 
Barristers & Solicitors 
393 University Avenue 
Suite 1600 
Toronto, ON M5G 1E6 

David C. Moore - LSUC # 16996 
Tel.: (416) 581-1818 Ext. 222 
Email: david@moorebarristers.ca 
Fax: 416-581-1279 

Lawyers for the Plaintiffs 
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COMMERCIAL LIST 

 

B E T W E E N: 

 

THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL 

CORPORATION 

Plaintiffs 

- and - 

DOW JONES AND COMPANY, ROB COPELAND, JACQUIE MCNISH and JEFFREY 

MCFARLANE 

Defendants 

STATEMENT OF DEFENCE OF THE DEFENDANTS,  

DOW JONES & COMPANY, ROB COPELAND, AND JACQUIE MCNISH 

1. The Defendants, Dow Jones & Company, Rob Copeland, and Jacquie McNish 

(collectively, the “Dow Jones Defendants”), deny all of the allegations in the Statement of Claim 

(the “Claim”), except as hereinafter expressly admitted.  

2. The Dow Jones Defendants specifically deny that the Plaintiffs are entitled to the relief 

claimed in paragraph 1 of the Statement of Claim and put the Plaintiffs to the strict proof thereof. 

3. The Dow Jones Defendants asks that this action be dismissed with costs. 

The Parties  

4. Dow Jones & Company (“Dow Jones”) is a corporation with its head office in New York, 

New York, and is the publisher of The Wall Street Journal (the “WSJ”). The WSJ reports on 

matters of public importance both online and in print.  

5. Rob Copeland (“Copeland”) is an investigative journalist employed by Dow Jones.  
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6. Jacquie McNish (“McNish”) is an investigative journalist employed by Dow Jones.  

7. Jeffrey McFarlane (“McFarlane”) is an individual and the former chief executive officer 

of Xchange Technology Group (“Xchange”). McFarlane was interviewed by Copeland and 

McNish for the investigation, as outlined below. 

8. The Plaintiffs, The Catalyst Capital Groups Inc. (“Catalyst”) and Callidus Capital 

Corporation (“Callidus”) are related corporations controlled by Newton Glassman (“Glassman”), 

that are in the business of making investments in distressed and undervalued Canadian situations 

in return for control, including the provision capital on a bridge basis to companies that cannot 

access traditional lending sources.  

The WSJ Investigation  

9. In and around January 2017, Copeland was researching alternative investments with a view 

to writing articles on that subject for the WSJ. McNish assisted Copeland with this research. As a 

result of their newsgathering, Copeland and McNish learned of issues that were being raised 

relating to the Plaintiffs’ business and accounting practices.  

10. Copeland and McNish diligently investigated the issues raised in the course of their 

newsgathering and took steps to verify the facts that came to their attention. This included, among 

other things:  

(a) speaking to various confidential sources; 

(b) speaking to the Defendant, McFarlane; 

(c) speaking to a spokeswoman for the Toronto Police Service (“TPS”); and 
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(d) reviewing whistleblower complaints made to the Ontario Securities Commission 

(“OSC”) about Catalyst. 

11. In addition, Copeland and McNish offered the subjects of their investigation, including the 

Plaintiffs, multiple opportunities over several weeks to discuss the issues raised by their 

newsgathering, including the opportunity to respond to all allegations made against them.  Legal 

counsel for the WSJ engaged in various communications with counsel for the Plaintiffs about these 

subjects.  

12. Ultimately, on or about 8 August 2017 Copeland and McNish met with representatives of 

the Plaintiffs. Counsel for the WSJ and for the Plaintiffs, respectively, also participated in this 

meeting. Contrary to the allegations in the Claim, prior to the publications complained of in the 

Claim, Copeland and McNish assessed the information provided by the Plaintiffs during this 

meeting.  

13. At this meeting, and at all times prior to the publications complained of in the Claim, the 

Plaintiffs declined to provide any comment for publication on the matters raised by Copeland and 

McNish’s newsgathering that they presented both prior to and during the meeting. 

14. At all times, Copeland and McNish took steps to ensure that they reported on the issues in 

a fair manner.  

The Online Publication 

15. Copeland and McNish admit that they co-authored the publication entitled “Canadian 

Private-Equity Giant Catalyst Accused of Fraud by Whistleblowers” (the “Online Article”), 

which was published on the WSJ’s website at www.wsj.com on 9 August 2017.  
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16. The editing of the Online Article was performed by a number of people independent of 

Copeland and McNish, including several editors and a member or members of the WSJ Standards 

and Ethics team, working together or one after the other in a multi-layered, in-depth and rigorous 

editing process. Copeland and McNish’s principal involvement in that process was to answer 

questions from the persons involved about their newsgathering and the factual and evidentiary 

basis for the statements made in the Online Article. As investigative journalists, Copeland and 

McNish had neither the authority nor capability to publish the Online Article. 

17. The Online Article was only published after the editorial process was completed in 

accordance with the WSJ’s high journalistic standards and practices. 

18. The Online Article reported on the results of Copeland and McNish’s newsgathering and 

interviews, including the fact that four individuals had filed whistleblower complaints with 

Canadian securities regulators alleging fraud by Catalyst. It included statements about the 

Plaintiffs’ business practices, and quotes from McFarlane about filing a whistleblower complaint.  

19. The Dow Jones Defendants admit that the Online Article contained statements similar to 

or including the words complained of that are set out at paragraph 31 of the Claim, as well as other 

words not set out in the Claim. The Dow Jones Defendants rely upon the entirety of the Online 

Article, including related pictures and diagrams, as context for the meaning of the words 

complained of in the Online Article.  

20. Prior to the publication of the Online Article, the Plaintiffs declined to provide comment 

for publication, despite the substantial opportunity to do so. It was only after the Online Article 

was published that the Plaintiffs publicly issued a statement concerning information contained in 
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the Online Article, components of which were promptly incorporated into the Online Article. The 

Online Article was edited to add the following words and phrases:  

In a statement following digital publication, company officials said they know of no 

legitimate basis for any whistleblower complaint. The companies said they believe the 

whistleblowers are filing “deliberately misleading” reports with the OSC. 

“Callidus believes that it is the actions of those individuals that warrants investigation,” 

the statement said. Callidus Capital Corp. is the lending arm of Catalyst. 

21. The Dow Jones Defendants rely upon these added words and phrases as context for the 

meaning of the words complained of in the Online Article.  

The Tweets 

22. Copeland admits that in the days following the Online Article, Copeland authored and 

published Twitter statements similar to or including those reproduced at paragraphs 36 to 38 of 

the Claim (collectively, the “Copeland Tweets”).  

23. The Copeland Tweets also contained other words and hyperlinks not set out in the Claim. 

Copeland will make reference to the entirety of the Copeland Tweets, including the hyperlinked 

content contained  therein, as context for the meaning of the words complained of in the Copeland 

Tweets.  

The Print Publication  

24. Copeland and McNish admit that they co-authored the publication entitled “Top Buyout 

Firm Scrutinized on Loans” (the “Print Article”), which was published in the print edition of the 

WSJ on 10 August 2017.  
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25. The editing of the Print Article was performed by a number of people independent of 

Copeland and McNish, including several editors and a member or members of the WSJ Standards 

and Ethics team, working together or one after the other in a multi-layered, in-depth and rigorous 

editing process. Copeland and McNish’s principal involvement in that process was to answer 

questions from the persons involved about their newsgathering and the factual and evidentiary 

basis for the statements made in the Print Article. As investigative journalists, Copeland and 

McNish had neither the authority nor capability to publish the Print Article. 

26. The Print Article was only published after the editorial process was completed in 

accordance with the WSJ’s high journalistic standards and practices. 

27. The Print Article was very similar to the Online Article and, once again, reported on the 

results of Copeland and McNish’s newsgathering, including the fact that four individuals had filed 

whistleblower complaints with Canadian securities regulators alleging fraud by Catalyst. It 

included statements about the Plaintiffs’ business practices, and quotes from McFarlane about 

filing a whistleblower complaint.  

28. The Dow Jones Defendants admit that the Print Article contained statements similar to or 

including those set out at paragraph 43 of the Claim, as well as other words not set out in the Claim.  

The Dow Jones Defendants rely upon the entirety of the Print Article, including related pictures 

and diagrams, as context for the meaning of the words complained of in the Print Article.  

29. The Print Article contained the following words and phrases:  

In a statement following digital publication, company officials said they know of no 

legitimate basis for any whistleblower complaint. The companies said they believe the 

whistleblowers are filing “deliberately misleading” reports with the OSC. 
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“Callidus believes that it is the actions of those individuals that warrants investigation,” 

the statement said. Callidus Capital Corp. is the lending arm of Catalyst. 

30. The Dow Jones Defendants rely upon these words and phrases as context for the meaning 

of the words complained of in the Print Article.  

31. Contrary to the allegation in the Claim, any changes made to the Online Article that 

appeared in the Print Article are not a “tacit admission that the information published” in the Online 

Article was inaccurate, misleading, or defamatory. Any changes made were as a result of 

journalistic choices in accordance with WSJ’s high journalistic standards.  

No Defamation  

32. The Dow Jones Defendants deny that the words complained of in the Online Article, the 

Print Article and the Copeland Tweets (the “Words Complained Of”) were or are capable as a 

matter of law of giving rise to any of the defamatory meanings alleged in the Claim or otherwise.  

Further, and in the alternative, those meanings would not in fact have arisen in the minds of 

reasonable readers.  

33. The Dow Jones Defendants deny that any of the Words Complained Of were defamatory 

of and concerning the Plaintiffs as alleged, or that any of the content of the Online Article or the 

Print Article provides a context capable of supporting or contributing to any alleged defamation. 

Defences for Defamation 

34. In the alternative, the Dow Jones Defendants state that if any of the Words Complained Of 

refer to the Plaintiffs and/or bear or give rise to any one or more of the meanings alleged in the 

Claim, then any such Words Complained Of, in their plain and ordinary meaning and in their full 
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and proper context, to the extent they are statements of fact, are true or substantially true.  In 

particular, the Words Complained Of refer to the following statements of fact that are true or 

substantially true:        

(a) four individuals filed whistleblower complaints with Canadian securities 

regulators; 

(b) the complaints accuse Catalyst of artificially inflating the value of some of its assets 

and deceiving borrowers about the terms of loans it made; 

(c) the complaints prompted officials at the OSC to make inquiries; 

(d) a unit of the TPS separately began its own inquiries; 

(e) Ontario regulators accept whistleblower submissions from any individual with 

original information about an alleged violation of securities law; 

(f) some but not all of the filers of the whistleblower complaints have worked at 

companies that borrowed money from firms controlled by Glassman; 

(g) each complainant may receive up to $5 million under the OSC whistleblower 

program if their allegations prove true; 

(h) neither Glassman nor his firms have been accused by authorities of any 

wrongdoing; 

(i) Glassman is the chief executive of Callidus; 

(j) Callidus’ lending practices are a subject of the whistleblower complaints; 
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(k) Glassman’s firms sometimes file multiple lawsuits against borrowers believed to 

have violated the terms of their loans; 

(l) one of those borrowers is McFarlane, who is the former chief executive of computer 

distributor Xchange; 

(m) Xchange began borrowing from Callidus in late 2012 after the lender purchased its 

$11.6 million loan from a U.S. bank; 

(n) within a year, Xchange was in insolvency proceedings; 

(o) according to court documents, Callidus purchased Xchange for about $34 million; 

(p) when Callidus went public in 2014, Catalyst, its majority shareholder, agreed to 

cover future losses on loans, including the loan to Xchange; 

(q) in a September 2015 quarterly earnings report, Callidus recorded the Xchange 

investment as an asset for sale at $66.9 million; 

(r) filings show that in March 2016 Catalyst transferred an amount “equal to the total 

outstanding principal plus accrued and unpaid interest” on the Xchange loan, being 

$101 million, to Callidus for its Xchange investment; 

(s) according to one of the whistleblower complaints and documents reviewed by the 

WSJ, in December 2016 Catalyst told its investors that the Xchange investment was 

only worth a fraction of what it had paid that March, triggering losses; 

(t) McFarlane confirmed that he filed one of the whistleblower complaints; 
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(u) McFarlane’s complaint, and one other, allege that Catalyst overpaid Callidus to 

acquire the Xchange investment, and delayed and underreported potential losses; 

(v) the month before the Online Article and Print Articles were published, the Ontario 

Court of Appeal found McFarlane responsible on a personal guarantee of 

Xchange’s debts that was far less than Callidus was seeking in a civil suit; 

(w) Glassman’s firms have also sued or counter sued government agencies and former 

employees for damages in relation to alleged business breaches and misconduct; 

(x) in February 2017, Callidus sued a former employee alleging he was responsible for 

“artificially inflating” the financial performance of some Callidus investments, 

including Xchange; 

(y) the employee responded in a court filing denying that allegation, and stating that 

Callidus made the claim to deflect attention from “multiple complaints and 

regulatory investigations”; 

(z) litigation is ongoing;  

(aa) in May 2017, in its quarterly earnings report, Callidus disclosed that its accounting 

practices were under review by the OSC; and 

(bb) Glassman told analysts at that time that the OSC review was “nothing 

extraordinary,” adding that “If there was a significant issue with the Commission, 

I’m fairly certain the Commission would force us to disclose it.” 
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35. To the extent any of the Words Complained Of are or include expressions of opinion or 

comments, the Dow Jones Defendants state that in their plain and ordinary meaning and in their 

full and proper context, they are fair comment, made in good faith and without malice on matters 

of public interest.  They constitute opinions that a person could honestly hold based on facts 

presented in the Online Article, the Print Article and the Copeland Tweets, or that are generally 

known by the public, that are substantially true. 

36. Those matters of public interest on which the Words Complained Of comment include, 

among others, the facts that: 

(a) Callidus is a public company, whose shares are listed and traded publicly on the 

Toronto Stock Exchange; 

(b) prior to the initial public offering (“IPO”) in April 2014, Callidus was wholly 

owned by Catalyst. Investment funds managed by Catalyst continue to own or 

control approximately 70% of the issued and outstanding shared of Callidus;  

(c) the OSC had recently instituted its “whistleblower” program in order to encourage 

reporting of original information about an alleged violation of securities law; and 

(d) the OSC had received the whistleblower complaints about the Plaintiffs.  

37. The Words Complained Of were published in good faith, without malice, on an occasion 

of qualified privilege.  They relate to matters of public interest referred to above.  The Dow Jones 

Defendants had a duty and interest in having the results of their newsgathering published, including 

the Words Complained Of, in the context of the Print Article, the Online Article and the Copeland 

Tweets, and the public had a corresponding interest in receiving that information from the Dow 
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Jones Defendants, and specifically Copeland and McNish, both investigative journalists with the 

WSJ.  

38. The Words Complained Of constitute responsible communication on matters of public 

interest.  Copeland and McNish diligently conducted a fair and thorough investigation, including 

but not limited to taking the steps outlined in paragraphs 6-14 above.  Prior to the publication of 

the Print Article and the Online Article by the WSJ, and the Copeland Tweets by Copeland, 

Copeland and McNish provided the Plaintiffs and their representatives with multiple opportunities 

to provide comments and responses to the subjects reported in the Words Complained Of. The 

Plaintiffs declined to provide comment for publication before publication of the Online Article. 

Following the publication of the Online Article, the Plaintiffs publicly issued a statement, 

concerning the Online Article, components of which were promptly incorporated into both the 

Online Article and the Print Article. 

39. Further, the Words Complained Of consist, in part, of fairly reported statements whose 

public interest lies in the fact they were made by a spokeswoman at the TPS. The statements on 

behalf of the TPS that were reported include some of the Words Complained Of, and also include 

statements on matters of public interest referred to above.  Those statements were fairly and 

accurately reported. The Dow Jones Defendants plead that their reportage on such statements does 

not constitute actionable defamation.  

40. To the extent that the Words Complained of refer to proceedings of public authorities, 

including the investigation conducted by the TPS and the receipt of the whistleblower complaints 

by the OSC, they are a fair and accurate report on such proceedings, and are entitled to the 

privileges provided in that regard at common law and under s. 3(1) of the Libel and Slander Act. 
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No Duty of Care Owed 

41. The Dow Jones Defendants specifically deny the allegation that they, or any one of them, 

owed the Plaintiffs a duty of care and deny that this is a cause of action in law. In the alternative, 

if a duty of care was owed to the Plaintiffs, the Dow Jones Defendants met the standard of care. In 

the further alternative, the omissions or actions of the Dow Jones Defendants were not the cause 

of any harm which the Plaintiffs allegedly suffered.  

No Malice  

42. The Dow Jones Defendants specifically deny the allegations of malice in the Claim, and 

deny that the matters set out in the Claim are capable of constituting malice on the part of any one 

or more of the Dow Jones Defendants. 

No Civil Conspiracy 

43. The Dow Jones Defendants deny that they or any one of them acted in furtherance of any 

conspiracy as alleged in the Claim, or at all, and put the Plaintiffs to the strict proof of all such 

allegations.  The Claim fails to particularize how the Dow Jones Defendants, or any one of them, 

conspired against the Plaintiffs. As investigative journalists employed by Dow Jones and the WSJ, 

Copeland and McNish are subject to the Dow Jones Code of Conduct that strictly prohibits any 

such personal interest or involvement in the matters on which they report. WSJ is similarly subject 

to, and known for, its award winning investigative practices. These allegations of conspiracy in 

the Claim are frivolous, vexatious, abusive, and completely without factual foundation.  
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No Injurious Falsehood and Publication in a False Light  

44. The Plaintiffs have not pleaded the necessary elements of the tort of injurious falsehood or 

false light publication in the public eye and have provided bald allegations only with respect to the 

Dow Jones Defendants’ involvement in any such claim.  This claim is not independent of, but 

rather is subsumed in, the claims of defamation in this action and in the action bearing Court File 

No. CV-17-587463-00CL, and is untenable as a matter of law. 

45. The Dow Jones Defendants deny that they published any false statements, or any 

statements reflecting adversely on the Plaintiffs’ business, and deny that any of the Words 

Complained Of were made maliciously without just cause or excuse. This claim against the Dow 

Jones Defendants ought to be dismissed. 

No Cause of Action 

46. The Dow Jones Defendants plead that this action discloses no reasonable cause of action, 

and that there is no genuine issue to be tried in this case.   

47. The Dow Jones Defendants further plead that this action is an abuse of this Court’s process.  

The Plaintiffs have commenced this action at the same time as they have commenced a parallel 

action for defamation and conspiracy against Copeland arising from the same set of facts in Court 

File No. CV-17-587463-00CL.  The same allegations of defamation and conspiracy arising from 

the Online Article and the Print Article are made against Copeland in that action.   
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48. This action constitutes and is being pursued as a strategic lawsuit against public 

participation (a “SLAPP”) designed primarily to discourage public discourse on matters of public 

interest, and in particular  

(a) to discourage individuals who make whistleblower complaints to the OSC and 

other Canadian securities regulators from speaking with journalists about their 

concerns; and  

(b) to discourage journalists and news media from contributing their expertise in 

investigative journalism to preparing and publishing in-depth news articles on 

matters of interest to the public.  

49. The baseless allegation that the Dow Jones Defendants, or any one of them, acted in 

furtherance of a “conspiracy” with and among themselves and/or McFarlane, against the Plaintiffs, 

simply by acting as  journalists, and by investigating and reporting on a news story, demonstrates 

the nature and purpose of this action as a SLAPP.  This action, and the parallel defamation and 

conspiracy action, are both being pursued for the collateral purposes of uncovering Copeland and 

McNish’s confidential sources, and of exposing the WSJ’s internationally acclaimed journalistic 

and investigative practices to frivolous, vexations, abusive and completely unfounded allegations.  

50. The action is also designed to reinforce the Plaintiffs’ reputation for aggressive litigation, 

as a means to discourage both the WSJ and other media in Canada and the US from reporting 

responsibly on the Plaintiffs’ business and accounting practices.  

59



-16- 

51. Despite providing a Response to Demand for Particulars, the Plaintiffs have failed to 

particularize their claims against the Dow Jones Defendants. This further demonstrates the nature 

and purpose of this action as a SLAPP. 

The Plaintiffs are Not Entitled to an Injunction  

52. The Dow Jones Defendants deny that the Plaintiffs are entitled to an injunction and state 

that the relief is an unreasonable and excessive remedy in the circumstances. This action was 

strategically commenced to silence the Dow Jones Defendants, which is the purpose for which the 

Plaintiffs seek injunctive relief.  

Damages  

53. The Dow Jones Defendants deny that the Plaintiffs suffered any damage as alleged in the 

Claim, or at all, including any damage to the actual reputation enjoyed by the Plaintiffs or their 

businesses, and put the Plaintiffs to strict proof thereof.   

54. The quantum of the damages claimed, in excess of $300 million dollars, further 

demonstrates that this action is being pursued as a SLAPP.  

55. In the alternative, if the Plaintiffs have suffered damage to their reputation or otherwise, 

which is denied, the Dow Jones Defendants plead that the amounts of damages claimed are 

excessive, exaggerated, remote, unavailable at law, unmitigated and unconnected with any alleged 

act or omission on their part. 

60



-17- 

56. If and to the extent that any or all such damages were caused by short selling of the shares 

of Callidus, as alleged in the Claim, then the Dow Jones Defendants did not cause or contribute to 

such damages, and any such damages were not foreseeable by them. 

57. The Dow Jones Defendants specifically deny that the Plaintiffs are entitled to aggravated, 

punitive or special damages. 

58. The Dow Jones Defendants plead and rely on the Libel and Slander Act, R.S.O. 1990, c. 

L. 12 and in particular upon ss. 3(1), 22, 23 and 24, as applicable; on section 2(b) of the Canadian 

Charter of Rights and Freedoms; and on section 137.1 of the Courts of Justice Act, R.S.O. 1990, 

c. C.43. 

59. The Dow Jones Defendants ask that this action be dismissed with costs. 

60. The Dow Jones Defendants agree that any trial of this action take place in Toronto.  They 

ask that any trial of this action be heard together with, or immediately after, the action bearing 

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

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

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, DARRYL LEVITT, JEFFREY 

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

Defendants 

 
 

STATEMENT OF DEFENCE OF JEFFREY MCFARLANE 
 
 

1. This Statement of Defence is delivered by the defendant, Jeffrey McFarlane 

(“McFarlane”), in response the Fresh As Amended Statement of Claim, amended July 19, 

2019 (the “SOC”). 

Naming Conventions 

2. This Statement of Defence adopts the same naming conventions as used in the SOC, except 

as may otherwise be clarified herein. 
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Background and Overview 

3. McFarlane was the former President and CEO of Xchange Technology Group (“XTG”), a 

former borrower of the Plaintiff and in the paragraph 34 of the SOC is referred to as one 

of the “Guarantor Conspirators.  

4. McFarlane denies that he is liable to the plaintiffs and denies that the plaintiffs are entitled 

to the relief sought in paragraph 1 of the SOC.  This claim is yet another in a string of 

meritless litigation attempts by the plaintiffs to silence, intimidate and cause financial 

hardship for those who have criticized their questionable business and lending practices. It 

is also designed to distract and deflect from their self-inflicted, poor financial performance, 

and alleged fraud of by its own representatives and or employees and to undermine the OSC 

Whistleblower Program. McFarlane has never been involved in short selling stocks nor was 

he ever a part of coordinated effort or conspiracy to do so. McFarlane specifically denies 

that the Plaintiffs are entitled to the relief claimed in paragraph 1 of the Claim and puts the 

Plaintiffs to the strict proof thereof. 

5. This action has been brought by the Plaintiffs for the purposes of: (a) improperly limiting 

expression on matters of material public interest by individuals and the media; (b) harassing 

the Defendants and their businesses; and (c) impugning the integrity of McFarlane and the 

administration of justice in Ontario. It should be dismissed under section 137.1 of the 

Courts of Justice Act (“Anti SLAPP Legislation”) and stayed under section 140 of the 

Courts of Justice Act on the basis that the Plaintiffs are vexatious litigants. 

6. Callidus itself has now explicitly stated in its public disclosures that its inability to achieve 

superior value for its shareholders of more than $0.75 per share was caused by: (a) a decline 
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in Callidus’s operating and financial performance; (b) non-performing loans made by 

Callidus; (c) negative operating performance of its non-core subsidiaries; (d) senior 

personnel issues; and (e) an increasing inability to retain personnel, and not by any 

misconduct of McFarlane or the other Defendants. 

Paragraph-by-Paragraph Position 

7. The Defendant, Jeffrey McFarlane, admits the allegation contained in paragraphs 30 of the 

SOC. 

8. McFarlane denies the allegations contained in all other paragraphs of the SOC. 

9. The defendant qualifies his denial of paragraph 77 of the SOC by noting as follows: 

McFarlane has acknowledged he filed an OSC Whistleblower report, but specifically denies 

any claim that in any way the information was false and has been proven to be accurate and 

true given the numerous financial disclosure changes the OSC has forced Callidus to make 

in its financial reporting; in particular the use of Yield Enhancements, which artificially 

inflated Callidus’ financial results. 

10. The defendant qualifies his denial of paragraph 121(b) of the SOC by noting as follows: 

McFarlane acknowledges sending an email to Guarantors with explicit instructions not to 

take a short position against Callidus shares out of an abundance of caution. This was to 

avoid the potential for a conflict of interest given the ongoing litigation the parties were 

involved in. At no time was it ever discussed or inferred that short selling indirectly was 

encouraged or recommended. It was in fact tacit agreement that none of the parties 

considering joint litigation would engage in the practice of short selling. 
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11. The defendant qualifies his denial of paragraph 148 of the SOC by noting as follows: 

McFarlane acknowledges he accepted a telephone call from Rob Copeland of the Wall St 

Journal. The conversation focused on the stated accounting practices of Plaintiffs and how 

materially different they were in reality, as evidenced by their accounting treatment, and 

subsequent sale and material write-down of XTG as a going concern 

12. The defendant qualifies his denial of paragraph 178 of the SOC by noting as follows: 

McFarlane acknowledges that his fair opinion on a matter of public interest was quoted in 

the Wall St Journal as “I have serious concerns about the integrity of Callidus's accounting 

around XTG” but the statement is neither false nor defamatory, simply an opinion based 

on true facts and made in good faith and without malice. This opinion echoed Callidus’s 

own assertion in the Statement of Defence and Counterclaim in litigation with its former 

Chief Underwriter Craig Boyer (“CV-17-569065”).   Furthermore in paragraph 178 (c ii), 

to date the Plaintiffs have filed a total of 4 (four) frivolous and vexatious separate claims 

against McFarlane, his family and junior employees of companies he founded after XTG, 

further evidencing their attempts to intimidate and create financial hardship as well as 

silence for their perceived opponents, in particular, those who might be in a position to 

lawfully compete against the companies they have seized or acquired.  

13. The defendant qualifies his denial of paragraph 178 (c vii) of the SOC by noting as follows: 

In its initial proposal to the court to acquire the XTG business, Callidus indicated the 

transaction would be concluded in December 2013, when in fact Callidus left the XTG 

business in receivership for the entire duration of 2014, only concluding the process in 

early January 2015, allegedly so as not to include the financial results of XTG in the first 

few quarters of public reporting since Callidus became publicly traded and to draw 
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attention to the fact that Callidus continued to misrepresented accrued interest to its 

shareholders which misrepresented Callidus’ reporting earnings to the public markets and 

shareholders, instead of a more standard common industry practice of putting a loan in 

non-accrual status once the borrower is no longer capable of making interest payments. 

This practice had the effect of transferring a substantial loss to the Catalyst Funds III & IV, 

later disclosed to be in total, in excess of $90 million, to the benefit of Callidus and its 

shareholders, to the detriment of the Catalyst Limited Partners in Funds III & IV. 

Not Part of Any Conspiracy 

14. In the course of defending himself and asserting his rights from facts undercover from 

aggressive and frivolous litigation from the Plaintiffs, there were from time to time, 

discussions between McFarlane and individuals referred to in the SOC as the “Guarantors”. 

It was determined that these individuals not only had similar circumstances and potentially 

similar legal defences and claims against Callidus (the “Affected Borrowers”), but the 

consistent and willful misconduct of Callidus appeared to be an integral part of the internal 

“playbook” when executing a “loan to own” strategy. At no time was McFarlane ever a 

part of a conspiracy or short-selling attack. 

15. Due to the potential high costs of litigation with Callidus, and the similarities between their 

respective situations, McFarlane and the other Affected Borrowers, jointly sought legal 

advice regarding a potential claim against Callidus under the U.S. Racketeer Influence and 

Corrupt Organizations Act (“RICO”).  In doing so, the Affected Borrowers sought referrals 

to appropriate qualified counsel in the U.S. and had privileged meetings with U.S. lawyers 

to discuss their claims and experiences.  In the course of this process of exploring their 

68



;6 
 

potential legal remedies against Callidus, the Affected Borrowers entered into mutual 

confidentiality agreements, in order to ensure that the information they were sharing with 

each other for the purposes of potentially pursuing litigation against Callidus remained 

confidential as between them. 

16. The Affected Borrowers did not ultimately pursue a U.S. Rico claim.  Although other 

avenues to bring a claim against Callidus were pursued, from time to time, no joint claim 

against Callidus was ever brought in the U.S.  Rather, each party proceeded to individually 

defend the claims brought against them by Callidus and on occasion communicated with 

each other in order to assist in defending the claims against them. 

17. McFarlane denies being a party to any conspiracy or being involved in creating any plan 

to cause the value of the shares of Callidus to decline.  

18. McFarlane never agreed to coordinate, work with or accepting funding from any of the 

Wolfpack Conspirators.  

19. McFarlane never “spread false information through the bay street rumour mill” whether as 

part of any plan of action or otherwise; 

20. Any coordination between McFarlane and any other Affected Borrowers of Callidus, was 

done in order to investigate Callidus, report wrongdoing of Callidus to the relevant 

authorities, assess whether a U.S. RICO claim could be brought against Callidus, and to 

assist each other in defending claims brought against them by Callidus.  All coordination 

between the Affected Borrowers was legal and properly done for the purposes of 
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maintaining a joint legal position and reporting potential illegality to the relevant 

authorities. 

21. To the extent any communications by McFarlane were done by way of confidential 

messaging applications, any such communications are legal and common.  A confidential 

mode of communication became necessary once it became clear that the Plaintiffs’ were 

attempting to extract information through nefarious methods, like those employed Black 

Cube.  

McFarlane Reports the Plaintiffs’ Misconduct to the Appropriate Authorities 

22.  In addition, McFarlane, reasonably believing that the market participants and investing 

public were not aware of the magnitude the severe losses they were facing as a result of 

Plaintiff’s actions, material misrepresentations, willful and wrongful conduct, filed a 

whistleblower complaint with the Ontario Securities Commission (the “OSC”).  The 

whistleblower report was based on McFarlane’s experience as a Borrower and relied 

heavily on interpreting publicly available information.  

23. The particulars of any steps undertaken by the TPS, the RCMP, (including the Joint Serious 

Offences Team) or the OSC are unknown to McFarlane. 

Attacks on the legitimacy of the OSC Whistleblower Policy by the Plaintiff 

24. Subsequent to McFarlane delivering his whistleblower report to the OSC, the OSC took 

steps to stop Callidus from reporting on earnings using “yield enhancements”, which 

misuse had the effect of artificially inflating Callidus’ reported earnings without any 

reasonable basis.  The improper and highly subjective use of “yield enhancements” by 
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Callidus was one of the subject matters of the whistleblower report submitted by 

McFarlane.  

25. McFarlane pleads that all information provided to the OSC was presented in circumstances 

of absolute privilege, which has not been waived by McFarlane.  Any information was 

provided to the OSC with the reasonable belief that such information was accurate and for 

the purpose of reporting potentially illegal conduct to the appropriate authorities. 

Defamation and Injurious Falsehood 

26. The defendant denies doing or saying anything which constitutes defamation, and he denies 

the plaintiffs’ claim for damages on that basis, as claimed at paragraph 1(a) of the SOC.  

27. With respect to any communications with the OSC or any other regulators or authorities, 

such communications: 

a. Was true, or substantially true; 

b. Were fair comment on matters of public interest; 

c. Were made in circumstances of absolute or qualified privilege; and 

d. Did not materially impact the reputation of the plaintiffs. 

28. To the extent that McFarlane has, from time to time, been contacted by journalists or media 

organizations, McFarlane has provided truthful information about his dealings with 

Callidus and has provided or interpreted publicly available information about the plaintiffs. 
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29. The Plaintiffs have not pleaded the required elements of the tort of injurious falsehood and 

have provided bald allegations only with respect to McFarlane’s involvement in any claim. 

This claim is subsumed in the claims of defamation in this action and in another action - 

Court File No. CV-18-593156-00CL, and is untenable as a matter of law. 

Intentional Interference with Economic Relations 

30. The defendant committed no unlawful acts against any third parties, whether alone or in 

common with others. The defendant denies any liability for the tort of intentional 

interference with economic relations. 

No Breach of the Securities Act 

31. McFarlane denies that he violated of subsections 126.1 and 126.2 of the Securities Act, or 

any other sections, and puts the Plaintiffs to the strict proof thereof. 

32. There is no basis pleaded for holding McFarlane liable for breaches of subsections 126.1 

and 126.2 of the Securities Act and related regulations that were allegedly committed by 

other Defendants, as alleged in paragraph 1 of the Claim.  

The Plaintiffs’ Improper Motives and Attempts to Entrap 

33. Since in or around October 2017, the plaintiffs, through other intermediaries such as Black 

Cube, have been taking steps to harass and entrap McFarlane and other Defendants. On or 

around October 13, 2017, McFarlane received a phone call at his place of employment 

from an “independent investor” asking a series of questions about Callidus, encouraging 

McFarlane to say something derogatory about the Plaintiffs and their questionable business 
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practices. McFarlane refused to do so and when McFarlane researched the phone number 

(416-512-2042) it was found to a payphone in Toronto located at 730 Sheppard Ave E. 

The Plaintiffs Have Suffered No Damages 

34. McFarlane denies that the plaintiffs have suffered any damages from anything alleged to 

have been done by McFarlane. 

35. The defendant denies the plaintiffs have identified any legal basis to claim the 

“investigation costs” claimed at paragraph 1(g) of the SOC. 

36. The defendant denies the plaintiffs have identified any legal basis for the accounting and 

disgorgement claimed at paragraph 1(b) of the SOC. 

37. The defendant denies the plaintiff is entitled to any punitive or aggravated damages as 

claimed at paragraph 1(h) of the SOC. 

38. The decline in Callidus’ share price and the failure of its business is as a result of the poor 

loan underwriting of the plaintiffs’, other misconduct perpetrated by the plaintiffs and the 

plaintiffs’ failed business plan, the termination of its dividend, and not as a result of any 

actions or statements of McFarlane as herein alleged. Beginning in February 2017, Callidus 

was embroiled in litigation with its former Senior VP of Underwriting, Craig Boyer 

(“Boyer”). In his litigation with Callidus, Boyer made statements that Callidus was subject 

to multiple complaints and regulatory investigations. In its Statement of Defence and 

Counterclaim, Callidus alleges that Boyer: 

a. “Had been failing to properly monitor loans in his portfolio” 
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b. “Had encouraged certain portfolio companies, and in particular XTG, to artificially 

inflate the results shown on their financial projections and financial statements” 

c. “Boyer had directed one company in his portfolio (Horizontal) to create a letter on 

fake Callidus letterhead purporting to make financial commitments on Callidus’ 

behalf” 

These allegations were reported on publicly, both prior to and after the August 9, 2017 

Wall Street Journal reporting on whistleblower complaints against Callidus. They included 

Callidus’ own assertion that they had concerns with their accounting in XTG during a time 

the business was in under its ownership. 

39. On August 10, 2017, one day after the Wall Street Journal published the article on the  

whistleblower reports, Callidus released its financial results for the second quarter - ending 

June 30, 2017.  Callidus reported a net loss of $25.8 million for that quarter, compared to 

a profit of $37.5 million in the same quarter the prior year. 

40. Subsequent financial results for Callidus have been poor, including a loss of $218.5 million 

for the 2017 fiscal year and losses of $183.6 million for the 2018 fiscal year, and a further 

$104 million in the first half of 2019. 

41. Callidus failed to complete a privatization process announced in 2016, committing to a 

price of between $18-$22 which was expected to close in June 2017. They subsequently 

found a buyer for the minority shares for only $0.75 per share in 2019. 

42. The OSC placed Callidus on its “Refiling and Errors List” in 2018 due to Callidus’ 

improper reliance on and presentation of “yield enhancements” in its financial reporting. 
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43. In March 2019, Callidus’ interim CEO resigned abruptly, shortly prior to the presentation 

of its 2018 financial results. 

44. McFarlane denies that the plaintiffs have suffered any damages, or that it is entitled to the 

various heads of relief claimed and puts the plaintiff to the strict proof thereof. Any alleged 

damages are overly remote and speculative. In the alternative, the plaintiffs failed to 

mitigate their damages. 

No Cause of Action 

45. McFarlane further pleads that this action is a gross abuse of the Court’s process. The 

Plaintiffs have commenced this action in parallel action for defamation and conspiracy 

against McFarlane arising from the identical set of facts in Court File No. CV-18-593156-

00CL. The identical allegations of defamation and conspiracy arising from the Online 

Article and the Print Article are made against McFarlane in that action. 

46. The Plaintiffs are pursuing this action as a strategic lawsuit against public participation 

(“SLAPP”) which is designed to discourage public discourse on matters of material public 

interest and to discourage individuals making whistleblower complaints to the OSC from 

speaking with the media about their concerns. 

47. The Plaintiffs were served with a Response to Demand for Particulars on or around 

November 6, 2018 and to date have failed have failed acknowledge service despite multiple 

emails to their counsel or to provide any documentation that could implicate McFarlane in 

the claims advanced against him, further demonstrating the nature of this litigation is a 

SLAPP. 
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Disposition Sought 

48. McFarlane therefore requests that this claim be dismissed, with costs payable to him by the 

plaintiffs on a full indemnity basis. 

49. McFarlane also requests that any trial of this action be heard together with, or immediately 

before, the action bearing Court File No. CV-18-593156-00CL. 

Date:  September 30, 2019 JEFFREY MCFARLANE 
558 Royal Sunset Dr 
Durham, NC, 27713, USA 
jmcfarlane@triathloncc.com 
 
Self-Represented 

 
 
 

 
 
 

 
TO: SERVICE LIST 
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 1       Police?

 2 449               Q.   Yeah.

 3                   A.   So the Toronto Police spokeswoman

 4       did tell me that they were making inquiries and

 5       would not go beyond that.

 6 450               Q.   Right.  Why not?

 7                   A.   That was --

 8 451               Q.   Because it's not open to the

 9       public?

10                   A.   She didn't tell me why.  She just

11       said she would not go any further.

12 452               Q.   Okay.  So the whistleblower

13       program of the OSC, it is confidential, right?

14                   A.   That is my understanding, yes.

15 453               Q.   I am switching topics now.  You,

16       in your previous life at the Globe and Mail, had

17       communications with West Face Capital's CEO Greg

18       Boland regarding Xchange back in 2014; correct?

19                   A.   I had forgotten all about that

20       until I saw the productions, so yes, I did.

21 454               Q.   Okay.  And I am just going to take

22       you to -- sorry, Mr. Tunley, were you saying

23       something?

24                   MR. TUNLEY:  No, I was just having a

25       sip of water.
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controls the business of the borrower and has presented the net assets and 
liabilities of the business as assets held for sale.” 

158. Callidus also disclosed  in the Q1 2015 MD&A (page 16) how it would account for XTG to comply 

with accounting standards: 

“The Corporation consolidates any entities which it controls. Control is 
established when the Corporation has the power over the entity, exposure 
or rights to variable returns from its involvement, and the ability to exercise 
power to affect the amount of returns. The Corporation assesses individual 
loans for control at each reporting date. Under IFRS, there is significant 
judgment required in the assessment of control of an underlying borrower. 

When the Corporation concludes that consolidation is required, the 
Corporation classifies the loan as assets held for sale as the intention is not 
to operate the acquired entity on an ongoing basis. 

… 

The loan was classified as held for sale in the Statement of Financial 
Position and was recorded at the lower of (i) carrying value and (ii) fair value 
less cost to sell.” 

159. XTG, as an asset held for sale, is identified in a table in the middle of Note 12 of the Q1 2015 

Financial Statements as a “Level 3” financial instrument, for which the fair value is estimated 

“based on inputs not observable in the market” (previously attached as Exhibit 83). This 

statement disclosed that the XTG asset was illiquid, and that Callidus’ estimate of the value of 

XTG was not based on XTG’s market price. 

160. In the Q1 2015 Financial Disclosure, Callidus listed XTG as the “asset held for sale” at its 

carrying value of $62.6 million in conformance with the IFRS standards.  Callidus’ loan to XTG 

at the end of Q1 2015 was a higher amount - the gross loan receivable was approximately $81 

million, and was subject to the Catalyst Guarantee. A comparison of the “carrying value” of XTG 

($62.6 million) and the “gross loan receivable” ($81 million) is a comparison of apples to oranges- 

they are entirely different amounts. 
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171. As I previously mentioned, PwC conducted a valuation assessment of Callidus’ valuation of XTG 

as at December 31, 2014 (attached as Exhibit 80). PwC’s valuation assessment was provided 

to KPMG in connection with their audit of Callidus’ Consolidated Financial Statements for the 

Years Ended December 31, 2014 and 2013 Financial Statements. 

172. The Consolidated Financial Statements for the Years Ended December 31, 2015 and 2014 were 

independently audited by KPMG LLP. KPMG LLP’s Independent Auditor’s Report (attached at 

Exhibit 90) states that in their opinion, Callidus’ financial statements “present fairly, in all material 

respects, the consolidated financial position of Callidus Capital Corporation as at December 31, 

2015 and 2014, and its consolidated financial performance and its consolidated cash flows for 

the years then ended in accordance with International Financial Reporting Standards.” 

173. The Canadian Public Accountability Board reviewed KPMG’s audit of Callidus Capital 

Corporation for the year end December 31, 2017. The Board’s Engagement Findings Report 

dated June 13, 2018 (attached as Exhibit 91) focused on two areas: (1) “Allowance for loan 

losses”; and, (2) Goodwill & Intangibles.” The Board’s significant inspection findings were: 

“None.” 

I. Callidus’ Call on the Catalyst Guarantee 

174.  A copy of the Notice of Demand which made the call on the Catalyst Guarantee (effective 

December 31, 2015) is attached as Exhibit 92. 

175. The amount that Catalyst was obligated  to pay under  the Guarantee included the following 

amounts, disclosed in Callidus’ Consolidated Financial Statements for the Years ended 

December 31, 2015 and 2014 (rounded to the nearest thousand): 

a) Adjusted Carrying Value of XTG:  $ 66,787 
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b) Provision for assets held for sale:  $ 13,169 

c) Aggregate operating losses: $   8,257 

Total:   CAD  $ 88,213 

176. In addition to the foregoing amounts, the total payable under the Guarantee was adjusted to 

account for the following assets (rounded to the nearest thousand):  

a) McFarlane’s personal guarantee, in CAD: $   4,152 

b) XTG’s cash on hand as at Dec. 31 2015: $   3,893 

c) Amounts eliminated on consolidation:  $   5,056 

Total Purchase Price:    CAD $101,314 

177. The valuation of XTG was carried on the financial statements of Callidus. These financial 

statements were audited by KPMG. 

178. Callidus’ Q1 2016 Financial Statements (attached as Exhibit 93) disclosed in Note 9 at page 11 

that “[d]uring the quarter, $26,483[,000] (2015-$10,916,[000]) was received under the Catalyst 

guarantee.” Furthermore, Callidus explained the XTG transaction at page 11 as follows:  

“[i]n 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.” 

179.  Callidus’ Q1 2016 MD&A (attached as Exhibit 94) contained the following further description of 

the XTG transaction: 

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 in an amount equal to the 
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total outstanding 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 guarantees to repay a 
portion of the balance outstanding under the subordinated bridge facility. 

180. Catalyst’s purchase price for XTG was adjusted to take into account XTG’s cash on hand, and 

the stub-period interest (interest accrued between the effective date of Callidus’ call on the 

Catalyst Guarantee (December 31, 2015) and the transaction closing date (March 31, 2016). 

The stub-period interest was specific to the closing of the XTG transaction and did not relate to 

the Catalyst Guarantee. The stub-period interest of $1.4 million was the accrued and unpaid 

interest referred to in the Q1 2016 MD&A.  

181. The total purchase price of CAD $101.314 million was reduced by an adjustment of $5,123,300 

(the net amount of XTG’s Q1 2016 cash flows). Catalyst paid the amount due (after the 

adjustment referred to below) by reducing the balance outstanding under Callidus’ subordinated 

credit facility (the bridge loan). 

182. After converting that CAD amount to USD at an exchange rate of 1.2965, Catalyst reduced the 

amount owing on the subordinated credit facility by USD $54,804,949. 

183. When Callidus called on the Catalyst Guarantee, by operation of law and principles of guarantee 

subrogation, Catalyst assumed Callidus’ rights and obligations on the XTG loan. 

J. Catalyst’s Accounting Treatment of XTG 

184.  The information in my affidavit pertaining to Catalyst’s accounting treatment of XTG has been 

prepared in consultation with Steve Rostowsky, Catalyst’s current Chief Financial Officer. 
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 1                   million, according to court

 2                   documents."

 3                   A.   Yes.

 4 260               Q.   Now, this is a Wall Street Journal

 5       report, so the 34 million there is 34 million U.S.

 6       dollars; correct?

 7                   A.   Correct.

 8 261               Q.   And in paragraph 24:

 9                        "In September 2015, Callidus

10                   recorded the Xchange investment as

11                   an asset for sale at C$66.9 million

12                   in a quarterly earnings report."

13                   Do you see that?

14                   A.   Yes.

15 262               Q.   And when you used the word

16       "recorded" in paragraph 24 of this article, it is

17       recorded in that quarterly earnings report;

18       correct?  Callidus --

19                   A.   That is what that says.

20 263               Q.   So there is no issue, or you don't

21       dispute that Callidus's financial statements

22       recorded XTG as an asset for sale at Canadian 66.9

23       million in September 2015?

24                   A.   That is what it says.

25 264               Q.   There is no dispute?
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 1                   A.   No, that is what it says.

 2 265               Q.   And you agree with that statement?

 3       Like it is accurate, as far as you know?

 4                   A.   Yes, to the best of my knowledge.

 5 266               Q.   And you don't dispute that

 6       Callidus's financial statements were audited by

 7       KPMG?

 8                   A.   No, I do not dispute that.

 9 267               Q.   And then the 25th paragraph of

10       this article says:

11                        "Then in March 2016, Catalyst

12                   transferred C$101 million to

13                   Callidus for Xchange, 'an amount

14                   equal to the total outstanding

15                   principal plus accrued and unpaid

16                   interest,' filings show."

17                   Do you see that?

18                   A.   Yes.

19 268               Q.   So was it your understanding that

20       in March 2016 Callidus had recorded the Xchange

21       investment as an asset held for sale at Canadian

22       101 million?

23                   A.   Yes.

24 269               Q.   Now, page 52 of the IPO prospectus

25       seems to have caused you and Mr. Copeland some
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185. Catalyst accounts for its assets as a private entity, and reports in US Dollars. The total amount 

payable under the Guarantee was USD $74,193,067 which was the gross amount of the loan 

receivable. Catalyst deducted prior payments made under the Guarantee for losses disclosed 

by Callidus (USD $19,288,118 converted from CAD $26,483,000) from the total payable (USD 

$74,193,067), leaving a balance of USD $54,804,949.   

186. After paying Callidus the amounts required under the Guarantee (through a reduction of the 

subordinated credit facility owing by Callidus to the Catalyst Funds), the Catalyst Funds took 

control of XTG. Catalyst Funds initially carried XTG at Callidus’ carrying value (expressed in 

USD) as in the Consolidated Financial Statements For the Years Ended December 31, 2015 

and 2014. As part of the Catalyst Funds year-end financial statement preparation process, they 

evaluated XTG’s value as at December 31, 2016, and wrote XTG’s value down to USD 

$9,398,000 at that time. The financial statements for the Catalyst Funds are prepared under the 

Accounting Standards for Private Enterprises (“ASPE”). Our year-end financial statements were 

reviewed by KPMG, whose audit opinion was unqualified. 

K. 2393134 Ontario Inc. v Jeffrey McFarlane et al  

187. As I previously mentioned, 2393134 Ontario Inc. is the corporation created by Callidus to 

purchase the assets and business of XTG, and to adopt the “XTG” name.  

188. After XTG dismissed McFarlane, he started up a rival group of corporations that we believed 

misappropriated XTG’s assets, including the goodwill of customers and clients. McFarlane also 

convinced some of XTG’s employees to work for him as a competitor of XTG. As a result of 

McFarlane’s conduct, 2393134 Ontario Inc. sued McFarlane (and others). Various claims were 

made  against McFarlane, including: breach of fiduciary duty, breach of non-disclosure and non-

solicitation agreements, breach of the Relinquishment Letter, breach of the duty of 
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Subject: Can you check this
From: "Copeland, Rob" <rob.copeland@wsj.com>
To: Jacquie McNish <Jacquie.McNish@wsj.com>

He said his company began borrowing from Catalyst in late 2012 after the lender purchased its $11.6 million loan from a U.S. bank. 

I'm on the phone with someone who now says XTG began borrowing from Callidus, not Catalyst. Can you check receivership docs

-- 
Rob Copeland
REPORTER

Office: +1 212-416-2752 

1211 Avenue of the Americas, New York, NY 10036

http://www.wsj.com/
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offer is an initial proposal to buy the assets of a bankrupt or distressed company. A stalking 

horse offer is often made with the approval of a Receiver or trustee in bankruptcy. The goal of a 

stalking horse offer is to establish a public floor price for the company. The stalking horse offer 

typically prevents prospective buyers from making lowball offers for the distressed company or 

its assets. 

137. The purchase price was the full amount of Callidus’ secured debt at the time of closing 

(approximately USD $38 million) less USD $3 million, according to the Fifth Report of the 

Receiver, dated April 1, 2015 (attached as Exhibit 70).  

138. The carve-out of the USD $3 million was to specifically preserve Callidus’ ability to enforce a 

personal guarantee given by McFarlane in favour of Callidus on October 11, 2012, which we 

considered at the time to be a USD $3 million guarantee but was subsequently reduced to USD 

$250,000 by the Court of Appeal for Ontario (a copy of the Amendment to Amended And 

Restated Limited Guarantee is attached as Exhibit 71; a copy of the 2017 ONCA 626 decision 

and the 2016 ONSC 3451 decision are attached as Exhibit 72). 

139. On November 22, 2013, Ontario Superior Court of Justice Morawetz issued a Vesting Order that 

approved the sale of XTG to a subsidiary of Callidus (2393134 Ontario Inc.) on the basis of its 

Stalking Horse Offer (the Vesting Order is attached as Exhibit 73. In approving the sale, Justice 

Morawetz was satisfied that a sale process had been carried out pursuant to the Receivership 

Order dated October 29, 2013, and found that no bid superior to the Stalking Horse Offer had 

been received. 

140. Following receipt of the Court’s approval of the sale, the Receiver and Callidus undertook a 

complex restructuring and right-sizing of XTG’s business. This restructuring took longer to 
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achieve than originally anticipated. The main reason for the delay was to avoid adverse U.S. tax 

consequences for Callidus, namely, the possibility of a “tax inversion.” 

141. A tax inversion occurs when a corporation restructures itself so that a corporate parent company 

is replaced by a foreign parent company, and the original parent company becomes a subsidiary 

of the foreign parent; thus moving its tax residence to the foreign country. Callidus’ concern was 

that it might become a US taxpayer as a result of this transaction. 

142. The Second Report of the Receiver dated December 12, 2013 is attached as Exhibit 74 (without 

Appendices). 

143. The Third Report of the Receiver dated April 25, 2014 (attached as Exhibit 75, without 

Appendices) states at page 4, paragraph 2.1 (2): “Due to the complexity of the Company’s global 

organizational structure, the transaction has not yet closed. It is expected to close once tax and 

corporate structuring issues in connection with the Transaction have been resolved.” 

144. The Fourth Report of the Receiver dated November 5, 2014 (attached as Exhibit 76, without 

Appendices) states at page 2, paragraph  6: “On November 22, 2013 (“Sale Approval Date”), 

the Court issued an order approving a sale (“Transaction”) by the Receiver of the XTG Debtors’ 

business and assets to 2393134 Ontario Inc. (the “Purchaser”). At the time of the Sale Approval 

Date, the shareholder of the Purchaser, Callidus Capital Corporation was reviewing with its 

advisors tax and other issues related to the Purchaser and/or the Transaction which the Receiver 

understands prevented an immediate closing of the Transaction. As of the date of this Report, 

the Transaction remains unclosed.” Attached as Exhibit 77 is a Press Release dated December 

23, 2014 in which Callidus provided an update on its loan portfolio.  
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 1       October 29th, 2013?

 2                   A.   Immediately after the endorsement.

 3 354               Q.   And, sir, by the end of 2013 or

 4       even as of October 29, 2013, you were denied access

 5       to XTG's accounting and financial records?

 6                   A.   I believe so.

 7 355               Q.   So, sir, I take it you don't

 8       dispute that KPMG reviewed the quarterly financial

 9       statements of Callidus in 2015?

10                   A.   In 2015?

11 356               Q.   Yeah.

12                   A.   I don't know what their quarterly

13       engagement was.

14 357               Q.   So you have no facts to contradict

15       what KPMG did in its review of the quarterly

16       financial statements of Callidus in 2015; correct?

17                   A.   My understanding is KPMG is the

18       auditor.  I do not know what they do in terms of

19       quarterly reviews.

20 358               Q.   Okay.  And you do not dispute,

21       sir, that KPMG audited the December 31st, 2015,

22       year-end financial statements of Callidus?

23                   A.   I have no reason to dispute that

24       representation.

25 359               Q.   And likewise, you have no reason
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 1       to dispute that KPMG audited the December 31st,

 2       2016, year-end financial statements of Callidus?

 3                   A.   Again, I don't have any basis to

 4       dispute their auditor representation.

 5 360               Q.   Okay.  And you had no involvement

 6       in those audits; correct?

 7                   A.   No.

 8 361               Q.   Okay.  So why don't we break now

 9       for lunch and come back at 1:45.

10                   A.   Okay.

11 362               Q.   Mr. Na will now take over

12       questioning on the conspiracy action.

13                   A.   Okay.

14                   (DISCUSSION OFF THE RECORD.)

15                   -- RECESSED AT 12:45 P.M.

16                   -- RESUMED AT 1:45 P.M.

17                   MR. DEARDEN:  So, Madam Reporter, could

18       you please enter as Exhibit 6, which will be an

19       electronic exhibit, which will include all the

20       documents that I referred to today during my

21       cross-examination of Mr. McFarlane, and we'll also

22       include all the documents that Mr. Na will be

23       taking Mr. McFarlane to this afternoon.

24                   EXHIBIT NO. 6:  Electronic brief of

25                   documents referred to during the
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ENDORSEMENT 

[1] This application was brought by Callidus Capital Corporation ("Callidus") for an order: 

(a) appointing Duff & Phelps Canada Restructuring, Inc. ("Duff & Phelps") as Receiver 
of the respondents; 

(b) approving the Asset Purchase Agreement dated October 25, 2013 between Duff & 
Phelps, as Proposed Receiver and 2393134 Ontario Inc., a company owned and 
controlled by Callidus, as purchaser; and 
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(c) approving a stalking horse process to be conducted by Duff & Phelps. 

[2] The respondents (hereinafter, collectively, the "XTG Debtors") a part of a group of 
companies which carry on business as a highly integrated global supplier of information 
technology products (collectively, the "XTG Group"). The XTG Group has approximately 263 
employees globally, including 57 in Canada. 

[3] The XTG Group operates the following three business units: 

(a) Technology Remarketing, which operates in the secondary market and provides 
customers with refurbished hardware and systems; 

(b) Technology Rentals, which provides short-term rentals of IT and audio-visual 
equipment and services; and 

(c) Technology Reseller, which operates in the primary market and provides life-cycle 
management and computer systems design for specific control functions. 

[4] The XTG Debtors include two Ontario corporations which carry on business and have 
assets in Canada, and five U.S. corporations, each of which has assets in Canada. 

[5] Certain aspects of the XTG Debtors' business are centred in Ontario and Callidus submits 
that the XTG Debtors have the following substantial connections to Ontario: 

(a) the XTG Group was founded in Canada; 

(b) certain executives of the XTG Group maintain an office in Oakville, Ontario; 

(c) the bulk of the "back office" or support functions for the entire XTG Group are 
centralized and performed from Oakville, Ontario; 

(d) the accounting and finance functions for the XTG Group's worldwide operations are 
performed in Canada; 

(e) human resource functions of the XTG group are centralized and managed from 
Oakville, Ontario; 

(f) the XTG Group maintains deposit accounts which are generally swept to either a U.S. 
or Canadian dollar consolidation account maintained by Callidus at Bank of Montreal 
and applied against the Callidus debt; 

(g) IT Xchange Inc. and BlueRange Technology Inc., being the Canadian operating 
entities in the XTG Group, represent approximately $15 million (15%) of the XTG 
Group's annual volume. Trade obligations of the Canadian entities presently total 
approximately $1.4 million, or approximately 32% of the total trade debt of the XTG 
Group. 



- Page 3 - 

[6] Pursuant to an Amended and Restated Loan Agreement dated October 11, 2012 (as 
amended, the "Loan Agreement"), Callidus extended various credit facilities to the XTG Group. 
The XTG Group is indebted to Callidus as of October 24, 2013 in the amount of approximately 
$36.97 million (U.S.). The XTG Group's obligations to Callidus are secured by perfected 
security interest, and charges upon all the property, assets and undertaking of the XTG Group, 
generally ranking in first priority. 

[7] Following numerous defaults by the XTG Debtors pursuant to the Loan Agreement, on 
July 26, 2013, Callidus issued a demand for payment in full of the XTG Group's obligations and 
issued notices pursuant to section 244 of the Bankruptcy and Insolvency Act ("BIA"). 

[8] At the request of the XTG Group, Callidus entered into a forbearance agreement dated 
August 3, 2013 (the "Forbearance Agreement"), pursuant to which it agreed to forbear from 
exercising its rights and remedies until August 15, 2013. The Forbearance Agreement was 
amended so as to extend the forbearance period until September 4, 2013 or was terminated at 
that time. 

[9] Pursuant to the Forbearance Agreement, the XTG Debtors consented to the appointment 
of Duff & Phelps as Receiver upon the occurrence of any termination event.. The termination 
event and events of default under the Forbearance Agreement occurred on September 4, 2013, 
when the XTG Group failed to repay its indebtedness to Callidus, thereby triggering the consent 
of the XTG Debtors to the appointment of Duff & Phelps as Receiver. 

[10] The record establishes that the XTG Debtors are insolvent, on both a balance sheet and 
cash flow basis and are unable to make payments of their liabilities to Callidus or other creditors 
generally. 

[11] The record also establishes that since February 2013, the XTG Group, together with its 
professional advisors, has been conducting a refinancing solicitation process. No refinancing 
offers were generated. 

[12] The record also establishes that, based on the results of the recent refinancing efforts and 
the liquidation analysis of the XTG Group's assets prepared Duff & Phelps, it appears that, if the 
XTG Group's businesses and assets are liquidated or sold to a third party, Callidus will incur a 
substantial shortfall such that there is no value for creditors ranking subordinate to Callidus. 

[13] Callidus takes the position that, rather than incur a loss in the recovery of its loans, it 
would prefer to restructure the XTG Group's businesses and assets, with a view to improving its 
recovery in the future. In the anticipation of this application, a newly incorporated company 
owned and controlled by Callidus, executed and delivered the Stalking Horse Offer. The 
Stalking Horse Offer covers all of XTG Group's business and assets, including the shares of the 
foreign affiliates. The purchase price would be the amount owing to Callidus by the XTG Group 
at the date of closing, plus priority payable as of the date of closing, less $3 million. The 
purchase price will be satisfied, in part, by credit bid and, in part, by payment or assumption of 
priority payables. 

[14] The purchaser also agrees to assume all obligations related to Transferred Employees, 
obligations under Assumed Contracts, priming claims (unless paid in full on or prior to closing) 
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and post-filing obligations incurred from operating the business during the receivership 
proceedings. Further, the purchaser intends to offer employment to the majority of the existing 
employees on terms substantially similar to their existing employment. 

[15] The proposed Stalking Horse process to be conducted by the Receiver includes a further 
marketing by the Receiver of the XTG Debtors businesses and assets for a period of three weeks. 
Duff & Phelps is of the view that, given the extensive refinancing solicitation process recently 
conducted by the XTG Group and its professional advisors, the proposed additional three week 
time period will provide ample opportunity for any interested persons to submit a superior bid. 

[16] Under section 243 of the BIA and section 101 of the Courts of Justice Act, the court may 
appoint a receiver over all or, substantially all, of the assets of an insolvent person where it is just 
or convenient to do so, and on such terms as it may consider just. 

[17] In the circumstances of this case, I accept the submissions of counsel to Callidus that the 
appointment is both just and convenient as it will: 

(a) facilitate the cross-border sale transaction by authorizing the Receiver to apply to the 
United States Bankruptcy Court under Chapter 15 of the United States Bankruptcy Code 
for recognition and enforcement of the orders granted by this court; 

(b) prevent the XTG Debtors and numerous creditors from continuing with or commencing 
enforcement proceedings, which will interfere with an orderly realization process; 

(c) bring stability to the XTG Group's ongoing operation so as to facilitate and orderly 
restructuring and realization process; and 

(d) permit the XTG Group's business operations to continue, and prevent significant loss of 
jobs, in the interests of stakeholders generally, including employees, customers and 
suppliers. 

[18] Counsel to Callidus also submits that the appointment of a Receiver over the U.S. 
corporations is permissible. The term "insolvent person" is defined in the BIA as follows: 

"Insolvent person" means a person who is not bankrupt and who resides, carries 
on business or has property in Canada, whose liabilities to creditor is provable as 
claims under this Act amount to $1,000, and.... 

[19] In this case, the U.S. respondents have consented to the jurisdiction of Ontario and there 
appears to be a "real and substantial" connection between Ontario and the integrated businesses 
carried on by the respondents, as a whole. In addition, the U.S. respondents have minimal assets 
in Canada and, thus, have technically complied with the definition of "insolvent person". On 
balance, I am satisfied that it is appropriate for the Ontario court to exercise jurisdiction in the 
circumstances of this case. 

[20] Callidus also seeks approval of the Stalking Horse Offer and the Sales Process. 
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[21] The criteria to be applied when considering the approval of a sale by a receiver are well 
established, and may be summarized as follows: 

(a) whether the receiver has made a sufficient effort to get the best price and has not 
acted improvidently; 

(b) whether the interests of all parties have been considered; 

(c) the efficacy and integrity of the process by which offers are obtained; and 

(d) whether there has been unfairness in the working out of the process (See Royal Bank 
of Canada v. Soundair Corporation, (1991) 4 O.R. (3d) 1 (Ontario C.A.)). 

[22] In this case, counsel submits that the sale of the XTG Debtors' assets as contemplated by 
the proposed Stalking Horse Offer and Sales Process should be approved for the following 
reasons: 

(a) the XTG Group has recently conducted an extensive refinancing solicitation process; 

(b) notwithstanding that process, no financing offers were generated and only one 
conditional Letter of Intent to purchase the business and assets of the XTG Group was 
obtained, at a purchase price substantially less than the amount owing to Callidus; 

in light of the results of the solicitation process, it appears that the realizable value of 
the XTG Group's business and assets is significantly below the amount owing to 
Callidus, such that there is no value for creditors having an interest subordinate to 
Callidus; 

(c) 

(d) pursuant to the Stalking Horse Offer, all obligations of the XTG Debtors ranking in 
priority to Callidus will be assumed by the purchaser or paid in full at closing; 

(e) the Stalking Horse Offer will prevent the loss of significant jobs; and 

(f) in the absence of approval of the proposed sales process, the XTG Debtors will not 
have sufficient liquidity to continue to operate which will be to the detriment of all 
stakeholders, including employees, customers and suppliers. 

[23] Callidus also seeks to have confidential appendices 1, 2, 3 and 5 to the Report (the 
"Confidential Appendices") sealed, pending completion of a sales transaction or further order. I 
am satisfied that the Confidential Appendices do contain sensitive commercial information, the 
disclosure of which could be harmful to stakeholders. Having considered the principles set out 
Sierra Club of Canada v. Canada (Minister of Finance) 2002 SCC 41, I have been persuaded 
that the requested sealing order should be granted. 

[24] In the result, an order shall issue appointing Duff & Phelps as Receiver of the XTG 
Debtors and an order shall also issue approving, authorizing and directing the Receiver to accept 
the Stalking Horse Offer and carry out the Stalking Horse Sales Process as described in the 
Report. As previously noted, an order shall also issue sealing the Confidential Appendices. The 
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parties are in agreement that nothing in the order shall affect any defences that Mr. Jeffrey 
McFarlane may have with respect to the personal guarantee he granted to the Applicant. 

[25] The order has been signed. 

Date: October 30, 2013 
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 1       remember.

 2 336               Q.   Okay.  And so paragraph 111, we

 3       have:

 4                        "[...] Callidus purchased PNC's

 5                   U.S. $23.9 million loan to XTG for

 6                   U.S. $11.6 million."

 7                   You don't dispute that?

 8                   A.   No.

 9 337               Q.   So when your article says -- and

10       let me just find the paragraph.  The article at

11       paragraph 21 reports:

12                        "Mr. McFarlane is the former

13                   chief executive of computer

14                   distributor Xchange Technology

15                   Group, known as XTG.  He said his

16                   company began borrowing from

17                   Callidus in late 2012 after the

18                   lender purchased its $11.6 million

19                   loan from a U.S. bank."

20                   That is not accurate, correct, because

21       the loan was 23.9 million.  They paid 11.6 for that

22       23.9 million loan; agreed?

23                   A.   We were relying on what

24       Mr. McFarlane said.  I can't say anything about the

25       discrepancy at this point.  I would have to read up
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 1       on that.

 2 338               Q.   Paragraph 112 of Mr. Riley's

 3       affidavit of May 29, 2020, and I am looking for the

 4       part of the forgiveness.  111.  So looking -- I am

 5       not in 112, Ms. McNish.  I'm in 111, paragraph 111:

 6                        "'On the Closing Date, the

 7                   Lender hereby unconditionally and

 8                   forever forgives, releases and

 9                   discharges Borrowers from the

10                   obligation to pay a portion of the

11                   Assigned Debt in an amount equal to

12                   U.S. $12,340,413.52 as of the

13                   Closing Date.'"

14                   Do you see that?

15                   A.   I am not -- what does the

16       beginning of that paragraph say?  I'm sorry, I'm

17       not too sure what this is about.

18 339               Q.   It is how much Callidus purchased

19       the loan for and how much it forgave on the 23.9

20       million value of that PNC loan.  So they purchased

21       the PNC loan, which was U.S. $23.9 million, for

22       $11.6 million, and then, in the highlighted

23       portion, they forgave $12,340,000.  Any reason to

24       dispute that fact?

25                   A.   No, but these are details that
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 1       were never told to us by Mr. Riley during our

 2       interview.

 3 340               Q.   Do you mean -- Mr. Riley?  What

 4       interview with Mr. Riley?

 5                   A.   During the August 8.

 6 341               Q.   So this information didn't come

 7       out, and I take it Mr. McFarlane didn't tell you

 8       that either?

 9                   A.   You'll have to talk to Rob about

10       that.  He had the communications with

11       Mr. McFarlane.

12 342               Q.   Okay.  Mr. Copeland's got a lot of

13       time to do homework.  I am just making a note of my

14       question for Mr. Copeland, as he is doing as we

15       speak.

16                   Okay.  So back to the article, the

17       headline and the dek.  So the dek or the

18       sub-headline here says:

19                        "Authorities looking into

20                   complaints that Catalyst inflated

21                   value of assets, deceived

22                   borrowers."

23                   And in paragraph 2 of the article, the

24       first sentence says:

25                        "Catalyst Capital Group Inc.,



CONFIDENTIAL AFFIDAVIT OF JAMES RILEY 
Sworn on May 29, 2020 

(Anti-SLAPP Motions – s. 137.1 Courts of Justice Act – The 
Wall Street Journal’s Fraud Articles) 

I, James A. Riley, of the City of Toronto, in the Province of Ontario, MAKE OATH AND 

SAY: 

I. INTRODUCTION   

1. I swear this affidavit to oppose the attempt by the anti-SLAPP moving parties to avoid a trial on 

the merits regarding   The Wall Street Journal’s on line fraud articles published on August 9, 

2017 and  the print version published on August 10, 2017 (the “WSJ Fraud Articles”). 

2. The Wall Street Journal’s website version of the fraud article was disseminated to over one 

million readers around the world with the headline “Canadian Private-Equity Giant Catalyst 

Accused of Fraud by Whistleblowers”. Placed immediately below this headline is a photograph 

of a Toronto Police car parked outside the Metropolitan Toronto Police Headquarters building 

with a photo caption “Canadian Private-Equity Giant Catalyst Accused of Fraud by 

Whistleblowers.” The website version of the fraud article is accessible on www.wsj.com today.  

3. The Wall Street Journal is an internationally renowned financial newspaper and claims that it is 

the largest paid subscription news site on the Internet. The WSJ Fraud Articles falsely accused 

the Plaintiffs Callidus Capital Corporation (“Callidus”) and The Catalyst Capital Group Inc. 

(“Catalyst”) of engaging in fraudulent activities, engaging in criminal activities, violating 

Ontario’s securities laws, deceiving borrowers, artificially inflating the value of some of its assets, 

improper accounting, and other defamatory statements.  
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107. Xchange Technology Group LLC, a Delaware limited liability company, consisted of the following 

related entities: 

 (i) IT Xchange Corp., a North Carolina corporation; 

(ii)  BlueRange Technology Corp., a Delaware corporation; 

(iii)  BlueRange Technology Inc., an Ontario corporation; 

(iv)  Partstock Computer LLC, a Delaware limited liability company;  

(v)  IT Xchange Inc., an Ontario corporation; 

(vi) IT Xchange Financial Services LLC. 

108. In 2012, XTG was an integrated global operation with its Canadian head office located in 

Oakville, Ontario and its USA head office located in Raleigh, North Carolina.  

B. Callidus Purchases The PNC Bank Loan (October 2012) 

109. XTG’s banker was RBC Centura from 2007-2012, when RBC Centura sold its commercial book 

to the PNC Bank.  

110. In 2012, the PNC bank decided to exit certain loans, one of which was to XTG. The total amount 

of PNC’s loan to XTG as of October 2012 was US $23.9 million. XTG was in default of the PNC 

loan and did not have sufficient working capital to purchase inventory for its IT rental equipment 

business. 

111. On October 11, 2012, Callidus purchased PNC’s US $23.9 million loan to XTG for US $11.6 

million. Callidus took assignment of all of PNC’s debt instruments, security instruments, and 

agreements with XTG as part of the loan purchase. Attached as Exhibit 58 is a copy of the 
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Amended and Restated Loan Agreement between Callidus and XTG and its related entities (the 

Borrowers), dated October 11, 2012. Paragraph 2(b) of the Amended and Restated Loan 

Agreement states in part: “On the Closing Date, the Lender hereby unconditionally and forever 

forgives, releases and discharges Borrowers from the obligation to pay a portion of the Assigned 

Debt in an amount equal to US$12,340,413.52 as of the Closing Date.” 

112. Pursuant to the Amended and Restated Loan Agreement, Callidus permitted XTG to borrow up 

to US $22 million. This included the US $11.6 million of existing principal from the PNC loan, 

and an additional availability of US $7.9 million for working capital. At the time of Callidus’ initial 

loan to XTG, the Canadian Dollar was approximately at par with the US Dollar. 

C. McFarlane’s Failed Attempts to Arrange Refinancing (2013)  

113. The profitability of XTG declined from 2010 through to 2013. XTG suffered significant continuing 

operating losses and negative cash flow, and was unable to service interest costs under the  

Amended and Restated Loan Agreement (previously attached as Exhibit 58), or to fund ongoing 

working capital needs without additional advances from Callidus. 

114. By November 2, 2012, Callidus extended additional credit facilities to XTG in the amount of USD 

$3 million, for a total loan amount of USD $25 million. 

115. By January 2013, XTG’s cash needs had exceeded its borrowing limit with Callidus. 

116. As disclosed in Duff & Phelps’ Report of the Proposed Receiver, attached as Exhibit 59, there 

were  attempts made to refinance XTG in the months that followed, including: 

i. In February 2013, XTG hired KPMG to conduct a refinancing solicitation process. 

McFarlane was KPMG’s primary contact during the process. KPMG was engaged 
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Confident -20-2017 
Dow Jones & Company 
August 12,2019 
Transcript by TransPcrfcet 

Confidential source privilege Okay. So I'm aware of — I am aware of several, okay. Now there's one guy, 
you know, I know you can't -- I know you can't tell me who -- I know you can't tell me who you have 
talked to. 

JACQUIE MCNISH: Right.

Confidential source privilege 

[00:08:32] 

But I can tell you who I've talked to.

JACQUIE MCNISII: Okay. 

Confidential source privilege 

Nathan Anderson, okay. Nathan is very, very up to speed on this.
Okay. So I'm presuming that your colleague in New York has spoken to [PH] 

JACQUIE MCNISH: Okay. 

Confidential source privilege Okay. There's a former borrower named [PH] Kevin Bowman in Alberta. I 
know he's been all over the regulator 

100:09:01] 

Now the problem is that for the rest of who want to see this scam put to bed, Kevin is crazier than a soup 
sandwich, okay"' And he doesn't know when to speak and when to shut up. 

JACQUIE MCNISH: Right.

Confidential source privilege 

days watching this thing, and you think is this guy going to get away with this forever? 

100:09:311 

I mean this is just terrible. 

JACQUIE MCNISH: Right. 

Okay Now I mean but I'll tell you something, I mean there's been some dark 

Confidential source privilege 

Bowman's going to be fine Kevin Bowman is what we call a serial entrepreneur. 
Okay. Now what keeps me going is not Kevin Bowman. Okay, Kevin 

JACQUIE MCNISH: Right.

DOW000861-0001; DOW000861-0001 

65
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 1       have "Phil", who I assume is Phil Panet?

 2                   A.   Yes.

 3 668               Q.   And "Bulletin Board", what is that

 4       referring to?

 5                   A.   I had asked him where was the best

 6       place to find out what investors might be saying

 7       about Callidus, and he said that there are some

 8       bulletin boards, and you will see it says "no

 9       respectable".  He was warning me that most of these

10       bulletin boards weren't reliable because they were

11       aliases and a lot of shorts, so to proceed with

12       caution when looking at those bulletin boards.

13 669               Q.   And Stockhouse is one of those

14       non-respectable bulletin boards?

15                   A.   I don't recall if it was

16       specifically Stockhouse.  I remember that there

17       were a few others, and I did take a look.  I was

18       aware of some of them, and I had looked at them,

19       and I agreed with him they were completely

20       unreliable.

21 670               Q.   Okay.  Tab 29, page 65.  So you

22       are interviewing a confidential source here, and at

23       the 9:01 minute, this confidential source is

24       referring to Kevin Baumann in Alberta, and he says:

25                        "Now the problem is that for
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 1                   the rest of who want to see this

 2                   scam put to bed, Kevin is crazier

 3                   than a soup sandwich, okay?  And he

 4                   doesn't know when to speak and when

 5                   to shut up."

 6                   Okay?

 7                   A.   Yes.

 8 671               Q.   Do you see that?  You go:

 9                        "Right."

10                   Your response to that "crazier than a

11       soup sandwich" is "Right".

12                   And then if you go to page 95 of tab

13       29, so in the middle of the page at the 2:36:30

14       mark, Rob Copeland says:

15                        "[...] I went through the list

16                   with him.  It's your friend [...]",

17                   and confidential source redaction,

18                   "it's Jeff, it's my original guy,

19                   it's Darrell, and then it is Kevin

20                   Bowman."

21                   So this is a list of whistleblowers?

22                   A.   If you don't mind, I'm just going

23       to look at the preceding sentences.

24 672               Q.   Of course.

25                   A.   [Witness reviews document.]
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 1                   Yeah, I believe that he is citing the

 2       people he believes at that point to have been the

 3       whistleblowers.

 4 673               Q.   Okay.  And "Jeff" is Jeff

 5       McFarlane?

 6                   A.   I beg your pardon?

 7 674               Q.   "Jeff" -- I'm still at the 2:36:30

 8       mark.  "Jeff" --

 9                   A.   Oh, yes, yes, I believe that is

10       who he is referring to.

11 675               Q.   McFarlane.  And then "it's my

12       original guy", so that's Nathan Anderson?

13                   A.   Where do you see him saying that?

14       Sorry, what line?

15 676               Q.   Same sentence.  So you have got:

16                        "It's your friend [...]",

17                   confidential redaction, "it's Jeff",

18                   which is McFarlane, "it's my

19                   original guy [...]"

20                   A.   I don't know who the "original

21       guy" was, so you'll have to ask him.

22 677               Q.   Okay.  "[...] it's Darrell",

23       Darryl Levitt?"

24                   A.   I believe so, yes.

25 678               Q.   "[...] and then it is Kevin
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 1       Bowman"?

 2                   A.   Yes.

 3 679               Q.   And then you say:

 4                        "Who I'm told is a complete

 5                   nutter."

 6                   A.   That relates to the crazier than

 7       a, I think, soup sandwich.

 8 680               Q.   Right.  That was going to be my

 9       question, where you got that information from?

10                   A.   Yes.

11 681               Q.   So what we see on page 65 from

12       this confidential source at tab 29, that is where

13       you got -- that you were told that Kevin Baumann is

14       a complete nutter?

15                   A.   I said I'm told he is.

16 682               Q.   Yeah, "I'm told that he's a

17       complete" --

18                   A.   Yes.

19 683               Q.   Still at tab 29, page 107.  So

20       I'll put on the record what you say.

21                   Well, actually, let's go to 106 so you

22       have the context here.  So at the bottom of that

23       page, you say:

24                        "Let me just see.  Newton

25                   Glassman.  Okay, we called it -- the
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JAClQUIF. MCNISH: Okay. An OSC -- yeah, he filed a whistleblower complaint to the OSC under 
their whistleblower program? 

ROB COPELAND: Correct. 

JACQUIE MCNISH: Okay. 

ROB COPELAND: And he says -- so he says he was the first one to do that. 

JACQUIE MCNISH: Okay. And that was in November? 

ROB COPELAND: That was in November. 

JACQUIE MCNISH: Okay. 
ROB COPELAND: Since then I went through the list th him. 

j02:36:301 

It's your friend Con 's Jeff, it's my original guy, it's Darrell, and then it is Kevin Bowman.

JACQUIE MCNISH: Who I'm told is a complete nutter. 

ROB COPELAND: Well, takes one to know one. I don't know. 

JACQUIE MCNISH: No, it's often they are, right --

ROB COPELAND: Yeah.

JACQUIE MCNISH: -- because who in their right mind would do something like this? 

ROB COPELAND: So McFarland said he started a new company and Newt sued not just him, he sued 
his wife. 

102:37:031 

JACQUIE MCNISH: Who's -- who Jeff? 

ROB COPELAND: He sued his warehouse employee --

JACQUIE MCNISH: Jeff? 

ROB COPECOPELAND: Yeah. Jeff, yeah.

42 
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 1       looking at the third bullet:

 2                        "Principal Protection on

 3                   acquired loans assured via guarantee

 4                   by Callidus Funds."

 5                   And it has a footnote, and the footnote

 6       1 is an eye test:

 7                        "Catalyst will guarantee the

 8                   principal portion of any loans

 9                   existing at IPO [...]"

10                   Do you see that?

11                   A.   Uhm-hmm.

12 282               Q.   So I assume that you read the

13       attachment that Dan Gagnier sent you the morning of

14       August 9th that we are looking at right now?

15                   A.   To the best of my recollection, I

16       did.

17 283               Q.   Okay.  And I assume, but you

18       confirm, that you understood what footnote number 1

19       was saying?

20                   A.   I can't remember reading that

21       footnote, so I really can't say anything at this

22       point.

23 284               Q.   Okay.  Do you recall whether what

24       Dan Gagnier sent you in his email at 11:42 a.m.,

25       whether any of that was inscrutable to you, or did
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 1       you understand it?

 2                   A.   My takeaway from this document and

 3       the conversations was that Callidus -- Catalyst had

 4       agreed to a guarantee to loans that were made at

 5       the time of the IPO -- loans that existed at the

 6       time of the IPO.  That was my primary takeaway.

 7 285               Q.   And the guarantee was principal

 8       only?

 9                   A.   I can't recall if I knew that at

10       that time, if I knew that particular detail at that

11       time.

12 286               Q.   Okay.  And then document 4, page

13       54, is an exchange of text messages between

14       Mr. Copeland and Mr. Nathan Anderson prior to

15       publication of the article, and the one on page 54

16       was exchanged.  That text was sent August 8, 2017,

17       at 8:48 p.m., and it says:

18                        "Jacquie is actually so

19                   pissed."

20                   So what were you pissed about?

21                   A.   I was extremely disappointed that

22       after weeks of discussions and pushing to get an

23       interview in which we would discuss, as we

24       signalled to them, XTG, that during the interview

25       they offered a very compelling explanation,
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 1       Mr. Riley, Mr. Reese, as to why the value of the

 2       XTG loan had increased.  They told us that they had

 3       made additional investments, loaning of money to

 4       XTG to help recover its business, to help rebuild

 5       its business, which made a lot of sense to me.  We

 6       wanted to include it.  They didn't want us to --

 7       they didn't want to go on the record.  We made it

 8       clear repeatedly that we couldn't use that

 9       information unless they went on the record.

10                   And I found that to be very, very

11       frustrating.  It seemed like on its face a very

12       reasonable thing to do, to say, which would help

13       explain the accounting of XTG.  It would help

14       explain all the questions around XTG, including the

15       counterclaim against Mr. Boyer when Catalyst said

16       that there was inflated accounting at the company.

17       It was a question that we had hoped that they would

18       answer, and they didn't.  Rob had flown up from New

19       York.  Our lawyer was on the phone.  We had made a

20       great deal of effort to have that conversation, and

21       they wouldn't go on the record.

22 287               Q.   So when you say "it was a question

23       that we had hoped that they would answer", you mean

24       on the record?

25                   A.   Correct.
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 1 288               Q.   And they didn't?

 2                   A.   Correct.

 3 289               Q.   So you were pissed, to use

 4       Mr. Copeland's word, because they wouldn't go on

 5       the record with the, quote, "very compelling

 6       explanation" they had given you at the August 8th

 7       meeting?

 8                   A.   Correct.

 9 290               Q.   Is that fair?

10                   A.   Yes.

11 291               Q.   Okay.  And you do recall that

12       during the August 8th, 2017, meeting with the

13       Callidus and Catalyst officials that there was

14       discussion about principal, interest, with respect

15       to the guarantee; do you recall that?

16                   A.   Yes, I recall that, and I recall

17       that there was a disagreement amongst Mr. Reese and

18       Mr. Riley and Mr. Levin about how to explain some

19       of those issues, so it was confusing to me some of

20       the elements of what they were saying.

21 292               Q.   But they were talking to you at

22       that meeting, and the transcript of that meeting

23       will speak for itself as to whether Mr. Riley and

24       Reese and Mr. Levin were disagreeing with each

25       other or not explaining things the way you wanted,
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 1       but one thing is clear from that meeting, that they

 2       were discussing principal, that the guarantee only

 3       applied to principal; correct?

 4                   A.   I don't recall that.  My

 5       frustration was mainly focussed on getting them to

 6       go on the record with their explanation, not so

 7       much the granular detail on interest and principal,

 8       but rather the larger explanation of the change in

 9       reporting and the escalation in value -- excuse me,

10       not value, reporting on the asset.

11 293               Q.   Okay.  So, again, just to wrap up

12       on this text, which is "Jacquie is actually so

13       pissed", you were pissed about Catalyst and

14       Callidus not going on the record with things that

15       they told you at the August 8th, 2017, meeting?

16                   A.   With the very specific explanation

17       that they offered as to why the reporting the

18       dollar value that they reported on the XTG holding

19       increased.  It was very compelling, and I didn't

20       understand why they wouldn't want to go on the

21       record with that.

22 294               Q.   Okay.  Does that complete your

23       answer on why you were pissed --

24                   A.   Yes.

25 295               Q.   -- according to Mr. Copeland's
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Callidus Statement Regarding Allegations in The Wall Street Journal 

TORONTO - August 9, 2017 - Callidus Capital Corporation (the “Company” or “Callidus”) today 
provided the statement below in response to media reports containing allegations regarding the Company 
and its majority shareholder, The Catalyst Capital Group Inc. (“Catalyst”). 

“The Wall Street Journal today published allegations about Callidus and Catalyst that are completely 
false.  Callidus is particularly concerned that the Wall Street Journal chose to publish these allegations 
after a comprehensive briefing held with them on August 8, 2017.  For example, as part of that meeting it 
was made clear that the treatment of the Catalyst guarantee for Callidus loans made to Xchange 
Technology Group was in accordance with all applicable accounting requirements.  As well, full 
disclosure was contained in both Catalyst’s financial reports to its limited partners and through Callidus’ 
public disclosures on an ongoing basis.  The accounting treatment and disclosure were entirely 
appropriate and there is no basis for allegations to the contrary, facts the Wall Street Journal chose to 
ignore. 

“These allegations presented are primarily based on anonymous sources and are believed to have been 
initiated by individuals against whom Callidus has current litigation relating to the enforcement of 
guaranties.  Those individuals have already had the opportunity to present their allegations in court 
without success. That is because the allegations are false.  The Company also knows that those 
individuals have been peddling the same false allegations to at least one other media outlet, without result.  

“As a dynamic alternative lender, Callidus takes on risks that most Canadian lenders shy away from. 
Callidus has helped over one hundred companies with access to capital – capital that would otherwise not 
have been available and that they needed to keep their businesses in operation.  The Company’s success 
in supporting companies facing significant challenges year after year speaks for itself. 

“Not surprisingly, the nature of Callidus’ loan portfolio may involve litigation. Importantly, there has 
never been a judgment or finding by any court in North America questioning the standards and ethics by 
which Callidus underwrites or enforce its loans.   

“The Company knows of no legitimate basis for any whistleblower complaint.  It is extraordinary that the 
press has been given copies of confidential whistleblower reports that neither Callidus nor Catalyst has 
ever seen.  This is an effort by short sellers and others who are attempting to manipulate the market by 
making false allegations.  Once made aware of these reports by the media, the Company proactively met 
with various authorities to discuss these matters in detail.   

“Callidus believes that those individuals, having failed in court, are filing deliberately misleading 
whistleblower reports with the OSC so that they can then leak them to the press in the hope that the press 
will publish the allegations.  As a result, the media and public markets are misled and the legitimate OSC 
‘whistleblower’ process is exploited for personal advantage, and to do damage to the market value of 
Callidus, and to the reputation, operations and investments of its majority shareholder, Catalyst.   

“Any abuse of the ‘whistleblower’ process is a very serious matter that has significant consequences.  For 
that reason, Callidus believes that it is the actions of those individuals that warrants investigation.” 
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Forward-Looking Statements 

Certain statements made herein contain forward-looking information.  Although Callidus believes these 
statements to be reasonable, the assumptions upon which they are based may prove to be incorrect.  
Furthermore, the forward-looking statements contained in this press release are made as at the date of this 
press release and Callidus does not undertake any obligation to update publicly or to revise any of the 
included forward-looking statements, whether as a result of new information, future events or otherwise, 
except as may be required by applicable securities laws. 

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 borrower’s assets, its enterprise value and 
borrowing needs. Callidus employs a proprietary system of monitoring collateral and exercising control 
over the cash inflows and outflows of each borrower, enabling Callidus to very effectively manage risk of 
loss. Further information is available on our website, www.calliduscapital.ca. 

For further information, please contact: 
Paula Myson | (416) 945-3226 | pmyson@calliduscapital.ca 
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Confidential source privilege 

JACQUIE MCNISH: Hi, 

Confidential source privilege 

Conan Jacquie McNish at the Wall Street Journal, how are you? 

I'm fine, how are you? 

JACQUIE MCNISH: Have I got you at a time that's convenient? 

Confidential source 
privilege Absolutely. How can I he -- how can I he helpful? 

JACQUIE MCNISII: Well, you probably know that I've been working on Catalyst and Callidus, and 
I'm working with --

Confidential source privilege Yeah. 

JACQUIE MCNISH: -- a colleague of mine in New York. And we have accumulated a lot of 
information, but the one thing that were trying to be is scrupulous about as possible is talking to people 
with direct knowledge of what we believe to investigations by the OSC 

100:00:321 

-- the Toronto Corporate Crimes Division, and possibly the RCMP as well. And I've talked to people of 
mutual acquaintance, which I assume is how you got my number.

Confidential source privilege Yeah. 

JACQUIE MCNISH: And I just -- if it's okay, I'd just like to ask you to help explain to me on terms of 
the basis that we're talking, do you want to talk on background, not for attribution at this point? 

Confidential source privilege Yes, absolutely.

JACQUIE MCNISH: Okay. 

Confidential source privilege Absolutely. 

JACQUIE MCNISH: All right.

Confidential source privilege 

100:01:011 

have to do that as a part of my agreement with my employer.
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 1                   [Reporter's Note:  Audio disturbance on

 2                   the Zoom conference.]

 3                   MR. TUNLEY:  Can we just see who is

 4       making that noise, please.  Somebody is not muted

 5       properly.

 6                   Thank you.

 7                   BY MR. DEARDEN:

 8 246               Q.   So there is paragraph one.

 9                   A.   Okay, and would you just restate

10       the question, please?  Thank you.

11 247               Q.   Did you have an actual copy of

12       those four complaints in your possession as of the

13       date of publication August 9, 2017?

14                   A.   I had -- everything that I have in

15       my possession we have turned over.

16 248               Q.   That is not the question.

17                   A.   I am trying to answer it --

18 249               Q.   If the --

19                   A.   Well, if you would let me finish,

20       I am trying to answer.  I believe that we had --

21 250               Q.   I --

22                   A.   I believe that we had some, but

23       not all, of those complaints.  And when I say

24       "had", I should say that we had viewed as opposed

25       to had in our possession.
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 1 251               Q.   So yesterday Ms. McNish told me

 2       that she saw one and that was Nathan Anderson's.

 3       So what is your recollection?  We know --

 4                   A.   My recollection --

 5 252               Q.   Sorry, Mr. Copeland, we know you

 6       did have Nathan Anderson's because we went through

 7       his affidavit and he sent you his whistleblower

 8       complaints.  So what is your recollection on the

 9       other three people?

10                   A.   My recollection is that I had

11       viewed Jeff McFarlane's complaint, and as to the

12       other two complaints, I am not positive whether I

13       had viewed them or not.

14 253               Q.   And that would be Mr. Levitt's and

15       Mr. Baumann's?

16                   A.   Correct.

17 254               Q.   And as of the publication date,

18       August 9, 2017, did you know of a fifth individual

19       who filed a whistleblower complaint with a Canadian

20       securities regulator?

21                   A.   No.

22 255               Q.   So why did you put in the lead

23       paragraph of a fraud article that there were "at

24       least four individuals" that filed whistleblower

25       complaints?
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 1       U/A         MR. TUNLEY:  We'll take it under

 2       advisement.

 3                   MR. DEARDEN:  Well, I heard an "okay",

 4       as well as --

 5                   MR. TUNLEY:  I give the undertakings,

 6       Mr. Dearden.

 7                   MR. DEARDEN:  Really?

 8                   MR. TUNLEY:  Yes.

 9                   BY MR. DEARDEN:

10 413               Q.   Okay.  The whistleblower

11       complaints, Ms. McNish, the lead paragraph of all

12       the articles is:

13                        "At least four individuals have

14                   filed whistleblower complaints with

15                   Canadian securities regulators

16                   alleging fraud [...]"

17                   And those four whistleblowers are who?

18                   A.   I don't know if I'm at liberty to

19       mention them all.  I know for sure --

20 414               Q.   Well, I rhymed them off earlier

21       this morning.  I can tell you again, if you want?

22                   MR. TUNLEY:  Why don't you?

23                   BY MR. DEARDEN:

24 415               Q.   Nathan Anderson?

25                   A.   Correct.
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 1 416               Q.   Jeffrey McFarlane?

 2                   A.   Correct.

 3 417               Q.   Darryl Levitt?

 4                   A.   Correct.

 5 418               Q.   Those were all with the Ontario

 6       Securities Commission; correct?

 7                   A.   That is my understanding.

 8 419               Q.   Kevin Baumann, Alberta Securities

 9       Commission?

10                   A.   I believe that is correct.

11 420               Q.   Okay.  So as of publication date

12       on August 9th, 2017, did you have in your

13       possession an actual copy of the four complaints by

14       those four individuals?

15                   A.   I am only aware of two that I saw.

16 421               Q.   And whose complaints were those?

17                   A.   Actually, I should only say one,

18       Nate Anderson.

19 422               Q.   But did the paper have the other

20       three in its possession on publication day?

21                   A.   You'll have to ask Rob Copeland

22       that.

23 423               Q.   Okay.  And as of the publication

24       date of August 9th, did you know of a fifth

25       individual who filed the whistleblower complaint
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 1 349               Q.   So we are showing you a text.

 2                   MR. TUNLEY:  Can you blow it up?

 3                   BY MR. DEARDEN:

 4 350               Q.   Did you take that photograph of

 5       Newton Glassman's business card?

 6                   A.   I am being honest.  As I just

 7       stated, I know I have that photo.  I am not certain

 8       if I took that photo or if someone else did.

 9 351               Q.   Okay.  Can we come to a common

10       understanding that there is a sign with the name

11       "Catalyst Capital" outside of their offices in an

12       office building in Toronto and that there is a sign

13       outside the offices of Callidus Capital in their

14       office building in Toronto; can we agree to that?

15                   A.   The relevance, sir, is whether we

16       have access to those photos.  When you say emails,

17       you are --

18 352               Q.   Could you --

19                   A.   We did not have those photos.  We

20       have no such photos.

21 353               Q.   Could you have taken a photo or

22       sent some photographer to take a photo of the signs

23       outside of the Catalyst and Callidus offices in a

24       Toronto office building; yes or no?

25                   A.   Yes, we could have.
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Special Report: Private equity star's picks shine, until cash-out
time

By Lawrence Delevingne, John Tilak

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.

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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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
default or by other means, and then selling at a profit after improving operations.
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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.
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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.
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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 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.
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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 two
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.
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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 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
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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.”

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
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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 with 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.”
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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.

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
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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.

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.”
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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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CONFIDENTIAL AFFIDAVIT OF JAMES RILEY 
Sworn on May 29, 2020 

(Anti-SLAPP Motions – s. 137.1 Courts of Justice Act – The 
Wall Street Journal’s Fraud Articles) 

I, James A. Riley, of the City of Toronto, in the Province of Ontario, MAKE OATH AND 

SAY: 

I. INTRODUCTION   

1. I swear this affidavit to oppose the attempt by the anti-SLAPP moving parties to avoid a trial on 

the merits regarding   The Wall Street Journal’s on line fraud articles published on August 9, 

2017 and  the print version published on August 10, 2017 (the “WSJ Fraud Articles”). 

2. The Wall Street Journal’s website version of the fraud article was disseminated to over one 

million readers around the world with the headline “Canadian Private-Equity Giant Catalyst 

Accused of Fraud by Whistleblowers”. Placed immediately below this headline is a photograph 

of a Toronto Police car parked outside the Metropolitan Toronto Police Headquarters building 

with a photo caption “Canadian Private-Equity Giant Catalyst Accused of Fraud by 

Whistleblowers.” The website version of the fraud article is accessible on www.wsj.com today.  

3. The Wall Street Journal is an internationally renowned financial newspaper and claims that it is 

the largest paid subscription news site on the Internet. The WSJ Fraud Articles falsely accused 

the Plaintiffs Callidus Capital Corporation (“Callidus”) and The Catalyst Capital Group Inc. 

(“Catalyst”) of engaging in fraudulent activities, engaging in criminal activities, violating 

Ontario’s securities laws, deceiving borrowers, artificially inflating the value of some of its assets, 

improper accounting, and other defamatory statements.  
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267. The Dow Jones Defendants not only chose to publish the Toronto Police car photograph rather 

than a photograph of Xchange Technology Group, they placed it as prominently as possible in 

the article - immediately below the headline to highlight that the police were involved. 

268. On July 31, 2012, McNish drafted a paragraph of the fraud article that stated that the Toronto 

Police Service’s financial crimes unit had “not launched a formal investigation” (attached as 

Exhibit 151 is an email from McNish to Copeland sent on July 31, 2017 at 1:57 PM ET). Although 

McNish and Copeland knew there was no formal investigation opened by the Toronto Police 

Service, their fraud article nevertheless prominently featured a photograph of a Toronto Police 

car parked in front of the Metropolitan Toronto Police Headquarters building. 

269. The third paragraph of the fraud article states: “A unit of the Toronto Police Service that 

specializes in financial crimes has separately begun its own inquiries, a department 

spokeswomen said.” To my knowledge, at no time did a Toronto police officer contact anybody 

at Catalyst or Callidus about the fraud accusations made by the whistleblowers or anybody else. 

270. The Wall Street Journal article does not identify the so-called “department spokeswoman” who 

was allegedly authorized to speak on behalf of the Toronto Police Service about “separately 

beginning its own inquiries” relating to Catalyst. On August 10, 2017, our then external counsel  

requested that counsel for the Dow Jones Defendants identify the Toronto Police spokeswoman:  

“My clients wish to independently verify the truth of what was reported in the Article. 
Please therefore provide us today with the name of the “department 
spokeswomen” to whom your reporters spoke.  By definition, a spokesperson of 
an organization is a public figure with a public role and there should be no issue 
whatsoever disclosing the identity of this individual to my clients.” 

Counsel for the Dow Jones Defendants refused to provide the identity of the Toronto Police 

spokeswoman. Previously attached as Exhibit 54 is a copy of a letter dated August 10, 2017 
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I spoke to while gathering information for the WSJ Publications. I reviewed the information he 

provided to me, which was extensive, detailed, and well documented, but the WSJ editorial team, 

Ms. McNish and I exercised our own independent editorial judgment about the allegations made 

by Mr. Anderson and others.  

18. Mr. Riley goes so far as to suggest at pars. 303 to 307 of the Riley Defamation Affidavit 

that I somehow engaged with Mr. Anderson in “insider trading”.  This is totally unfounded and an 

outrageous attack on my journalistic integrity. I did not and have not ever engaged in any trading 

of Callidus shares, directly or indirectly, either with Mr. Anderson or with anyone else. I received 

no compensation related to the WSJ Publications, apart of course from my salary from Dow Jones.  

19. Neither Mr. Anderson nor I are “insiders” of Callidus. 

20. Documents produced in this litigation now appear to suggest that the “wolfpack” 

conspiracy was entirely fabricated by Catalyst and Callidus.  As noted, representatives of Catalyst 

and Callidus alleged such a conspiracy existed even before publication of the WSJ Publications.  I 

have now reviewed the affidavit of Philip Elwood sworn 12 May 2020 (the “Elwood Affidavit”), 

which I understand has been provided in response to Catalyst and Callidus’ motion against West 

Face Capital Inc (“West Face”) and Mr. Gregory Boland under s. 137.1 of the Courts of Justice 

Act. At para. 11 of the Elwood Affidavit, Mr. Elwood describes being hired by Catalyst and 

Callidus to generate stories about a “wolfpack” conspiracy. Exhibit “A” to the Elwood Affidavit 

was produced by West Face in its Affidavit of Documents to the Conspiracy Action as WF009006 

to WF009010.  It is an email setting out what appear to be meeting minutes. A copy of this email 

dated 14 September 2017 is attached to this affidavit at Exhibit “C”. Exhibit “B” to the Elwood 

Affidavit was produced by West Face in its Affidavit of Documents to the Conspiracy Action as 

412
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 1                          Court File No. CV-17-587463-00CL
                            ONTARIO

 2                    SUPERIOR COURT OF JUSTICE
                        COMMERCIAL LIST

 3       B E T W E E N:

 4          THE CATALYST CAPITAL GROUP INC. and CALLIDUS
                      CAPITAL CORPORATION

 5                                        Plaintiff

 6                             - and -

 7             WEST FACE CAPITAL INC., GREGORY BOLAND,
          M5V ADVISORS INC. c.o.b. ANSON GROUP CANADA,

 8           ADMIRALTY ADVISORS LLC, FRIGATE VENTURES LP,
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12           VOORHEIS, BRUCE LIVESEY and JOHN DOES #4-10
                                               Defendants
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           WEST FACE CAPITAL INC. and GREGORY BOLAND

15                                Plaintiffs by Counterclaim

16                             - and -
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        CORPORATION, NEWTON GLASSMAN, GABRIEL DE ALBA,

18             JAMES RILEY, VIRGINIA JAMIESON, EMMANUEL
           ROSEN, B.C. STRATEGY LTD. d/b/a BLACK CUBE,

19              B.C. STRATEGY UK LTD. d/b/a BLACK CUBE
                 and INVOP LTD. d/b/a PSY GROUP

20                             Defendants to the Counterclaim
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25                      and JEFFREY MCFARLANE
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 1       Gail Regan, and you knew it.

 2                   A.   Okay.  Yes.

 3 531               Q.   Okay.  And Kevin Baumann forwarded

 4       you something from -- some emails that he had with

 5       Detective Regan, and that is Dow 1015, Marco.

 6                   So Kevin to you, Mr. Copeland, July

 7       31st, 2017, at 16:40, forwards you "FYI", some of

 8       his communications with Detective Regan that you

 9       see there, right?

10                   A.   I see that.  Yes.  Thank you.

11 532               Q.   Okay.  And the same with Darryl

12       Levitt being in communication with Cam Watson of

13       the OSC.  Prior to the publication of the August

14       9th, 2017, article, you knew that Levitt was in

15       communication with Cam Watson at the OSC?

16                   A.   I had this information you are

17       showing on the screen, yes.

18 533               Q.   So actually, that is Darryl Levitt

19       sending you, Rob Copeland, an email on July 14th,

20       2017, at 5:17 p.m., and in this email string, you

21       have got Cam Watson and Michael Hutchison as well.

22                   So you knew that Levitt was in

23       communication with Mr. Hutchison and Mr. Watson of

24       the OSC prior to publication; correct?

25                   A.   Yes.
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 1 534               Q.   Okay.  So I want to take you to

 2       paragraph 18 of your affidavit that you affirmed on

 3       October 23, 2020.

 4                   MR. TUNLEY:  Are you going to display

 5       that?

 6                   MR. DEARDEN:  Yes, I'm pretty sure

 7       Marco is hunting it down.

 8                   MR. ROMEO:  Just getting to the page.

 9                   BY MR. DEARDEN:

10 535               Q.   So at paragraph 18, it lists off a

11       number of DOW document numbers.  The first one is

12       DOW 592.  That was the document that I took you to

13       at page 20 of tab 11 when we just began,

14       Mr. Copeland, and you list off those DOW documents

15       and then say they:

16                        "[...] are email chains between

17                   me and Ms. McNish.  The redaction in

18                   each of these documents is the same

19                   and covers a list of people that Ms.

20                   McNish and I know in various

21                   organizations who we were

22                   considering contacting.  The

23                   individuals in that list had been

24                   confidential sources for Ms. McNish

25                   or I on prior occasions, and we
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 1                   still owe them the obligation to not

 2                   disclose their identities.

 3                   Ultimately, however, none of these

 4                   people were otherwise sources for

 5                   the WSJ Publications.  As such,

 6                   their names are not relevant, either

 7                   to the Anti-SLAPP Motions or to

 8                   these Actions going forward."

 9                   And it is my understanding, sir, that

10       as part of your research and reporting for the

11       articles in issue, what you referred to as The Wall

12       Street Journal publications, you did not

13       communicate with Detective Regan; correct?

14                   A.   I did not, correct.

15 536               Q.   And you did not communicate with

16       Toronto Police Officer Diane Kelly?

17                   A.   Correct.

18 537               Q.   And do you recall, was she in the

19       Financial Crimes Unit at Toronto Police as well as

20       Detective Regan?

21                   A.   Oh, gosh, I couldn't tell you.

22       Sorry.

23 538               Q.   Okay.  And you did not communicate

24       with Cam Watson of the OSC?

25                   A.   Correct.
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 1 539               Q.   And you did not communicate with

 2       Michael Hutchison of the Ontario Securities

 3       Commission; correct?

 4                   A.   Correct.

 5 540               Q.   It seems to be getting louder, and

 6       that is a weird -- just off the record, Dee.

 7                   (DISCUSSION OFF THE RECORD.)

 8                   BY MR. DEARDEN:

 9 541               Q.   Okay.  The next topic, tab 29,

10       page 90.

11                   MR. TUNLEY:  Tab 29, Mr. Dearden?

12                   BY MR. DEARDEN:

13 542               Q.   Yeah, tab 29, page 90.  It is a

14       July 20th, 2017, transcript of a phone call with

15       you and Ms. McNish, Mr. Copeland.  We'll get it up.

16                   Okay.  So at about two-thirds of the

17       way down in this phone call with Jacquie McNish,

18       she says:

19                        "You really are out there,

20                   aren't you?  What the fuck?  I'm

21                   like this grand puppeteer.  What is

22                   she going to do next?  I'll do it

23                   before her."

24                   So what is that about, Mr. Copeland?

25                   A.   This is just me and Jacquie being
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From: "Adams, Russell" <russell.adams@wsj.com>
Sent: Wed, 9 Aug 2017 15:33:53 -0400
Subject: CATALYST is pubbed
To: ReachHomepage <ReachHomepage@wsj.com>, ReachSocial <reachsocial@dowjones.com>, "Copeland, Rob" 
<Rob.Copeland@wsj.com>, Jacquie McNish <Jacquie.McNish@wsj.com>

Exclusive. Deserves good play. 

Canadian Private-Equity Giant Accused by Whistleblowers of Fraud 

Authorities looking into complaints that Catalyst inflated value of assets, deceived borrowers 

Summary: Authorities are looking into complaints from whistleblowers who say Catalyst Capital Group and its publicly 
traded lending arm artificially inflated the value of some of its assets and deceived borrowers about the terms of loans. 

Link: https://www.wsj.com/articles/canadian-private-equity-giant-accused-by-whistleblowers-of-fraud-1502307145reach

Social: 

‘Goldman Sachs of Canada’ is accused by whistleblowers of fraud

Canadian authorities are looking into fraud allegations against a $6 billion private-equity firm

Canadian private-equity giant led by "Newt" Glassman faces accusations of fraud

-- 
Russell Adams
Editor
The Wall Street Journal
Office: 212-416-4440
Email: russell.adams@wsj.com 

https://www.wsj.com/articles/canadian-private-equity-giant-accused-by-whistleblowers-of-fraud-1502307145reach
mailto:russell.adams@wsj.com
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Sent: Wed, 9 Aug 2017 16:27:58 -0400
Subject: Stock change
From: "Copeland, Rob" <rob.copeland@wsj.com>
To: Russell Adams <Russell.Adams@wsj.com>, Geoffrey Rogow <geoffrey.rogow@wsj.com>, Jacquie McNish 
<Jacquie.McNish@wsj.com>

The stock dropped 19% after the story pubbed. Was down 21% for the day, down 35% for the year.
I propose updating story and moving line more prominently as such:

...Catalyst funds own a majority of Callidus's public shares and some senior executives work concurrently at both firms.

Callidus shares dropped 19% Wednesday afternoon to C$12.06 after The Wall Street Journal reported on the 
whistleblower inquiries. The stock fell 21% on the day overall and is down 35% this year. 

PICKUP: Catalyst is ranked...

(And then cut the kicker line which had stock price)

-- 
Rob Copeland
REPORTER

Office: +1 212-416-2752 

1211 Avenue of the Americas, New York, NY 10036

http://www.wsj.com/
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Confide 7-19-2017 
Dow Jones & Company 
August 12,2019 
Transcript by TransPcrfcct 

j00:24:311 

JACQUIE MCNISH: You know, they put it all down to West Face. And there's an organization up 
here called VERITAS Research, which has been -- he's suing them for liable. Their people I've known 
for a long time. They're really thorough, deep, independent financial analysts who do the hard stuff, and 
this is life threatening for them, that lawsuit. And yes, we both know that Greg Boland and West Face 
has got a crusade against Glassman, but so be it 

100: 25: 071 

I heard a lot about the money that Glassman has donated to charity over the years, but that's fine. I just 
said we've got to have the full picture. Tell me what else --

ROB: That's just a sleazy -- I can say that because I'm sitting in New York. That's a really sleazy 
defense.

JACQUIE MCNISH: Yeah I know. It seemed like that's the best -- I said just tell me about him. Why 
does he make people so mad? And when we were going down the elevator in his office tower, there's a 
very important decision -- well, it won't be important to you. 

100:25:351 

But there was a decision that came out in a West Face-Capital fight over telecommunication assets, and 
West Face prevailed at every level. And the Superior Court judge basically said they just didn't trust 
anything that Glassman said, and this was involving a lawsuit over an employee that Boland had hired 
from Catalyst and basically they tried to ruin this kid's life 

100:26:041 

And he cleaned his hard drive because he had porn on it and he was about to be married and he was really 
worried. It was just a mess. 

ROB: Oh my goodness. What a world there.

JACQUIE MCNISH: The judge gave damages of something like $300,000 to him saying Glassman 
basically set out to ruin this guy's life. And West Face paid for his legal bills, but they didn't indemnify 
him, and the judge basically said it's the right thing 

100:26:331 

Now, Newton is appealing, but it -- when that happened two years ago that was circulated a lot. People 
talked about that a lot because Ontario judges just don't talk like that, or use language like that in their 
decisions. 

ROB: You really taught me --just from this short week, you've taught me so much about Ontario 
7 

DOW000864-0001; DOW000864-0001; DOW001034-0001 
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Catalyst v West Face et al.  
Jacquie McNish on 4/28/2021  180

neesonsreporting.com
416.413.7755

 1                         Court File No. CV-17-587463-00CL
                            ONTARIO

 2                    SUPERIOR COURT OF JUSTICE
                        COMMERCIAL LIST

 3       B E T W E E N:

 4          THE CATALYST CAPITAL GROUP INC. and CALLIDUS
                      CAPITAL CORPORATION

 5                                        Plaintiff

 6                             - and -

 7             WEST FACE CAPITAL INC., GREGORY BOLAND,
          M5V ADVISORS INC. c.o.b. ANSON GROUP CANADA,

 8           ADMIRALTY ADVISORS LLC, FRIGATE VENTURES LP,
             ANSON INVESTMENTS LP, ANSON CAPITAL LP,

 9            ANSON INVESTMENTS MASTER FUND LP, AIMF GP,
      ANSON CATALYST MASTER FUND LP, ACF GP, MOEZ KASSAM,

10           ADAM SPEARS, SUNNY PURI, CLARITYSPRING INC.,
        NATHAN ANDERSON, BRUCE LANGSTAFF, ROB COPELAND,

11         KEVIN BAUMANN, JEFFREY MCFARLANE, DARRYL LEVITT,
        RICHARD MOLYNEUX, GERALD DUHAMEL, GEORGE WESLEY

12           VOORHEIS, BRUCE LIVESEY and JOHN DOES #4-10
                                               Defendants

13
      A N D  B E T W E E N:

14
           WEST FACE CAPITAL INC. and GREGORY BOLAND

15                                Plaintiffs by Counterclaim

16                             - and -

17        THE CATALYST CAPITAL GROUP INC., CALLIDUS CAPITAL
        CORPORATION, NEWTON GLASSMAN, GABRIEL DE ALBA,

18             JAMES RILEY, VIRGINIA JAMIESON, EMMANUEL
           ROSEN, B.C. STRATEGY LTD. d/b/a BLACK CUBE,

19              B.C. STRATEGY UK LTD. d/b/a BLACK CUBE
                 and INVOP LTD. d/b/a PSY GROUP

20                             Defendants to the Counterclaim

21                            Court File No. CV-18-59315600CL
      A N D  B E T W E E N:

22
         THE CATALYST CAPITAL GROUP INC. and CALLIDUS

23                       CAPITAL CORPORATION
                                               Plaintiffs

24                             - and -
      DOW JONES AND COMPANY, ROB COPELAND, JACQUIE MCNISH

25                      and JEFFREY MCFARLANE
                                               Defendants



Catalyst v West Face et al.  
Jacquie McNish on 4/28/2021  227

neesonsreporting.com
416.413.7755

 1       Ms. McNish, is why that Globe article made you want

 2       to barf?

 3                   A.   Yes.

 4 686               Q.   Okay.

 5                   A.   It was a comment on the

 6       journalism, not the subject.

 7 687               Q.   Then -- actually I didn't finish a

 8       line there.  You then say, again:

 9                        "Oh, my God.  I remember

10                   reading this thinking, you know, the

11                   Globe just peaked on it.  This is so

12                   bad.  Okay."

13                   Now, is that a typo there, or what do

14       you mean by "peaked on it"?

15                   A.   It doesn't seem to make sense to

16       me that I said that, but I can't recall what I

17       meant by "peaked".

18 688               Q.   Okay.  Why is it so bad?

19                   A.   Because it is a very flattering

20       article about a controversial businessman who is

21       very litigious and is anything but a cherub in the

22       eyes of many people who have done business with

23       him.

24 689               Q.   How many times have you met Newton

25       Glassman?
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Insider Trading and Confidentiality Policy 
Last Updated: October 2018 

 This Policy prohibits any disclosure of or trading on material, non-public information  

 You must report any suspected or actual violations of this Policy 

 Violations of this Policy may lead to disciplinary action, including termination, and subject the 

individuals involved to civil and criminal penalties 

 The Company may need to report any suspected or actual violations to relevant authorities 

 
 
 

Introduction and Purpose 
 
As a public company, News Corp is subject to various federal and state laws and regulations governing trading 
in its securities. It is the policy of News Corp and its majority-owned subsidiaries and divisions (Business 
Units)(collectively, the Company) to comply fully, and to assist its employees in complying fully, with these 
laws and regulations. The Company depends upon the conduct and diligence of its employees, in both their 
professional and personal capacities, to ensure full compliance with this Policy.  
 
The purpose of this Policy is to provide procedures and guidelines with respect to transactions in the 
Company’s securities, the protection of material, non-public information and the standard of conduct expected 
of the Company’s employees in this highly sensitive area. 
  

Scope and Responsibility 
 
This Policy applies to all members of the Company’s Board of Directors, director emeriti and employees, as 
well as members of such persons’ immediate families and households. All references in this Policy to 
employees of the Company should be read to include all such persons listed in the preceding sentence. It is 
the personal obligation and responsibility of each employee to act in a manner consistent with this Policy. 
  

Requirements 
  

Any questions concerning this Policy should be addressed to the News Corp Legal Department or your 

Business Unit Legal Department, as appropriate. 

 
1. LEGAL BACKGROUND 
 
Insider trading is a top enforcement priority of the Securities and Exchange Commission (SEC), the Nasdaq 
Global Select Market (Nasdaq) and the Department of Justice. Criminal prosecutions for insider trading are 
commonplace and may result in fines and/or imprisonment. 

 
What is insider trading? The prohibition against such trading generally is understood to prohibit (1) trading on 
the basis of material, non-public information, (2) disclosing or “tipping” material, non-public information to 
others or recommending the purchase or sale of securities on the basis of such information or (3) assisting 
someone who is engaged in any of the above activities. 

 
Who is an insider? The term "insider" applies to anyone who, by virtue of a special relationship with the 
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Company, possesses material, non-public information regarding the business of the Company. 

 
An individual can be considered an insider for a limited time with respect to certain material, non-public 
information even though he or she is not a director or officer. For example, an assistant who knows that an 
acquisition is about to occur may be regarded as an insider with respect to that information until the news of 
such acquisition has been fully disclosed to the public. 

 

What is material, non-public information? Information is generally deemed to be "material" if there is a 
substantial likelihood a "reasonable investor" would rely on it in deciding to purchase, sell or hold a security to 
which the information relates. As a practical matter, materiality often is determined after the fact, when it is 
known that someone has traded on the information and after the information itself has been made public  
and its effects upon the market are more certain. Examples of information that is generally regarded as 
material are: 
 

 Financial results; 

 Projections of future results or other guidance; 

 Major proposed or pending acquisitions, investments or divestitures; 

 Significant project or product developments; 

 Changes in key personnel; 

 Changes in dividends; 

 Stock splits; 

 Stock buy-backs; 

 New equity or debt offerings; 

 Positive or negative developments in outstanding significant litigation; 

 Significant actual or potential cybersecurity risks, incidents or events that affect the Company or third 

party providers that support the Company’s business operations, including computer system or 

network compromises, viruses or other destructive software and data breach incidents that may 

disclose personal, business, or other confidential information;  

 Events that may result in the creation of a significant reserve or write-off or other significant 

adjustments to the financial statements; 

 Actual or threatened significant litigation or inquiry by a governmental or regulatory authority; and 

 Any other facts which might cause the Company’s financial results to be substantially affected. 

 
"Non-public" information is any information that has not been previously disclosed and is not otherwise 
available to investors generally. Filings with the SEC and press releases are generally regarded as public 
information. Information about undisclosed financial results or a possible merger, acquisition or other material 
development, whether concerning the Company or otherwise, and obtained in the normal course of 
employment or through a rumor, tip or just "loose talk", is not public information. Information should be 
considered “non-public” until the beginning of the third (3rd) Trading Day (as defined below) after such 
information has been disseminated widely to the general public through press releases, news tickers, 
publication in a widely available newspaper, SEC filings or other widely disseminated means. 

 

For purposes of this Policy, a “Trading Day” shall mean a day on which the Nasdaq is open for trading. 

 
Potential Criminal and Civil Liability and/or Disciplinary Action. The Securities Exchange Act of 1934, as 
amended (the Exchange Act), and specifically Rule 10b-5 of the Exchange Act, makes it unlawful for any 
person to make false statements or omit to state material facts in connection with the purchase or sale of any 
security. There are no limits on the size of a transaction that will trigger insider trading liability. In the past, 
relatively small trades have resulted in SEC investigations and lawsuits. 
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Individuals found liable for insider trading face penalties of up to three (3) times the profit gained or loss 
avoided, a criminal fine of up to $5 million and up to twenty (20) years in jail. In addition to the potential criminal 
and civil liabilities mentioned above, in certain circumstances the Company may be able to recover all profits 
made by an insider who traded illegally, plus collect other damages. In addition, the Company (and its 
executive officers and directors) could itself face penalties of the greater of $1 million or three (3) times the 
profit gained or loss avoided as a result of an employee’s violation and/or a criminal penalty of up to $25 million 
for failing to take steps to prevent insider trading. 

 
Without regard to the civil or criminal penalties that may be imposed by others, violation of this Policy and its 
procedures may subject an individual to Company-imposed discipline, including dismissal (see Section 5. 
WHAT ARE THE PENALTIES FOR VIOLATING THIS POLICY? for more detail). 
 

The procedures regarding securities trading outlined below are designed to deter and, where possible, to 
prevent such improper trading. 

 
2. POLICIES REGARDING TRANSACTIONS IN THE COMPANY’S SECURITIES 

 
The following policies apply to all transactions, direct or indirect, in all of the Company’s securities, including, 
but not limited to, the Company’s Class A Common Stock and Class B Common Stock (including those shares 
of common stock that may be held in any Company 401(k) retirement savings plan, pension plan, retirement 
plan, other similar plan or any such similar plan that the Company may adopt in the future), CHESS Depositary 
Interests representing the Class A Common Stock and Class B Common Stock and derivative securities 
(including stock options, put or call options and other similar securities). 

 
A. Prohibitions for All Employees: 

 
No Trading on Material, Non-Public Information. No employee who is aware of any material, non-public 
information concerning the Company or a third-party with whom the Company does business, shall engage in 
any transaction in the Company’s or such third-party’s securities, including any offer to purchase or sell, during 
any period commencing with the date that he or she obtains such material, non-public information and ending 
at the beginning of the third (3rd) Trading Day following the date of public disclosure of that information. After 
termination of employment, any employee who is in possession of material, nonpublic information is prohibited 
from trading in Company securities until that information has become public or is no longer material. 

 
No Tipping. No employee shall disclose (“tip”) material, non-public information to any other person where 
such information may be used by such person to his or her benefit by trading in the securities of the company 
to which such information relates, nor shall an employee make any recommendations or express any opinions 
as to trading in the Company’s securities to any other person on the basis of material, non-public information. 

 
No Short Sales. No employee shall engage in the short sale of the Company’s securities. A short sale is a 
sale of securities not owned by the seller or, if owned, not delivered against such sale within twenty (20) days 
thereafter (a “short against the box”). Short sales of the Company's securities evidence an expectation on the 
part of the seller that the securities will decline in value, and, therefore, signal to the market that the seller has 
no confidence in the Company or its short-term prospects. In addition, short sales may reduce the seller's 
incentive to improve the Company's performance. 
 
No Investments in Derivatives of the Company’s Securities. No employee shall invest in Company-based 
derivative securities. “Derivative Securities” are options, warrants, stock appreciation rights or similar rights 
whose value is derived from the value of an equity security, such as the Company’s common stock. This 
prohibition includes, but is not limited to, trading in Company-based put or call option contracts, trading in 
straddles and the like. However, holding and exercising stock options, restricted stock units or other derivative 
securities granted under the Company’s equity compensation plans is not prohibited by this Policy. 

 
No Hedging or Pledging. Our executive officers and directors are prohibited from hedging or pledging any 
Company securities that they hold directly. In addition, our officers and directors are prohibited from engaging 
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in short sales of our stock and may not hedge or pledge equity compensation. 
 
No Margin Purchases. No employee shall purchase the Company’s securities on margin. This means such 
persons are prohibited from borrowing from a brokerage firm, bank or other entity in order to purchase the 
Company’s securities (other than in connection with “cashless” exercises of stock options under the 
Company’s equity compensation plans). 
 

401(k) Plan. This Policy does not apply to purchases of Company stock in its 401(k) plan resulting from 
periodic contributions of money pursuant to a payroll deduction election. The Policy does apply, however, to 
certain elections made under the Company’s 401(k) plan, including (a) an election to increase or decrease the 
percentage of periodic contributions that will be allocated to the Company stock fund, (b) an election to make 
an intra-plan transfer of an existing account balance into or out of the Company stock fund, (c) an election to 
borrow money against a 401(k) plan account if the loan will result in a liquidation of some or all of the Company 
stock fund balance and (d) an election to pre-pay a plan loan if the pre-payment will result in allocation of loan 
proceeds to the Company stock fund. 

 
B. Prohibitions and Procedures for Section 16 Reporting Persons and Designated Individuals: 

 
The following prohibitions and procedures apply to Section 16 Reporting Persons (as defined below) and 
certain other employees that may be designated by the Company from time to time (“Designated Individuals”). 
“Section 16 Reporting Persons” are members of the Company’s Board of Directors, director emeriti and certain 
executive officers, who are subject to the reporting and “short-swing profit” liability provisions of Section 16 of 
the Exchange Act. Section 16 Reporting Persons and Designated Individuals will be informed of their status by 
the News Corporation General Counsel. 

 
Under special circumstances, certain employees who are not Section 16 Reporting Persons or Designated 
Individuals may gain access to material, non-public information and the Company, in its discretion, may 
determine that such employees may also be subject to the below listed prohibitions and procedures. Such 
employees will be notified of such status and will be subject to the below listed prohibitions and procedures for 
such period of time as the Company deems appropriate. 

 
No Trading During Black-Out Periods. Section 16 Reporting Persons, Designated Individuals, as well as 
members of their immediate families and households are subject to black-out periods during which they are 
prohibited from conducting any transactions involving the Company’s securities. Each black-out period begins 
at the close of the market on the fourteenth (14th) day prior to the close of any fiscal quarter and ends at the 
open of the market on the third (3rd) Trading Day following the release of the Company’s quarterly or annual 
financial results for that particular quarter (the “Black-Out Period”). The prohibition against trading during the 
Black-Out Period also prohibits the fulfillment of “limit orders” by any broker for such Section 16 Reporting 
Person, Designated Individual or member of such person’s immediate family or household, and the brokers 
with whom any such “limit order” is placed must be informed of such prohibition at the time such “limit order” is 
placed. 

 

Notwithstanding the foregoing, a transaction may be exempt from this prohibition if it is made pursuant to a 
written trading plan that has been approved in writing in advance of a Black-Out Period while the employee 
was not in possession of material non-public information by the News Corporation General Counsel and that 
meets all of the requirements of the SEC’s rules and regulations, including Rule 10b5-1 of the Exchange Act. 
 
The Black-Out Period restriction may be waived in individual cases at the discretion of the News Corporation 
General Counsel. Additional black-out periods may be implemented with regard to certain employees or 
groups from time to time who are in possession of non-public information regarding potentially significant 
matters. 
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No Trading in the Company’s Securities on a Short-Term Basis. Any Company securities purchased on 
the open market by a Section 16 Reporting Person, Designated Individual or member of such individuals’ 
immediate family or household must be held for a minimum of six (6) months. Note that the SEC’s short swing 
profit rules already penalize Section 16 Reporting Persons who sell any Company securities within six (6) 
months of a purchase by requiring such person to disgorge all profits to the Company whether or not such 
person had knowledge of any material, non-public information. 

 
Same day “cashless” exercises of stock options are not subject to this prohibition, provided that there were no 
previous purchase transactions on the open market within six (6) months of the exercise date. 

 
C. Pre-Clearance of Trading by Section 16 Reporting Persons and Designated Individuals 

 

If a Section 16 Reporting Person, Designated Individual or member of such person’s immediate family or 
household is contemplating a transaction in the Company’s securities, the proposed transaction must be pre-
cleared with either the News Corporation General Counsel or his or her designee, even if the proposed 
transaction is to take place outside of the Black-Out Period. If the transaction is cleared to proceed, the News 
Corporation Legal Department will assist a Section 16 Reporting Person in complying with Section 16 and, 
where applicable, Rule 144 of the Securities Act of 1933, as amended. 

 
It should be noted that any person who possesses material, non-public information, regardless of 
whether or not it is within the black-out period or not, should not engage in any transaction involving 
the company’s securities. 
 
D. Exceptions to the Prohibitions on Trading 

 
The only exceptions to this Policy’s prohibitions of trading in the Company’s securities as outlined above are 
the following: 
 

1. Transactions under Company Plans – Exercises in stock options granted under the Company’s equity 
compensation plans for cash; however, this exception does not include the subsequent sale of the 
shares acquired pursuant to the exercise of a stock option. In addition, the exercise of a tax 
withholding right under any equity awards under the Company’s equity compensation plans pursuant 
to which an employee has the Company withhold securities to satisfy tax withholding requirements is 
not covered by the prohibitions of this Policy. 

 
2. Bona Fide Gifts – Bona fide gifts of securities are not deemed to be transactions for the purposes of 

this Policy. Whether a gift is truly bona fide will depend on the circumstances surrounding a specific 
gift. The more unrelated the donee is to the donor, the more likely the gift would be considered “bona 
fide” and not a “transaction.” For example, gifts to charities, churches or non-profit organizations would 
not be deemed to be “transactions.” However, gifts to dependent children followed by a sale of the 
“gifted securities” in close proximity to the time of the gift may imply some economic benefit to the 
donor and, therefore, may be deemed to be a “transaction” and not a “bona fide gift.” 

 
While these transactions are exceptions to this Policy’s prohibitions on trading in the Company’s securities, a 
Section 16 Reporting Person, Designated Individual or member of such person’s immediate family or 
household contemplating such a transaction should still pre-clear the proposed transaction with either the 
News Corporation General Counsel or his or her designee. 

 
4. POLICIES REGARDING THE USE, DISCLOSURE AND PROTECTION OF MATERIAL,  

NON-PUBLIC INFORMATION 

 
All employees of the Company have ethical and legal responsibilities to maintain the confidentiality of material, 
non-public information. 

 
Use and Disclosure of Material, Non-Public Information. As explained previously, under no circumstances 
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may an employee use material, non-public information about the Company for his or her personal benefit. 
Moreover, except as specifically authorized or in the performance of regular corporate duties, under no 
circumstances may an employee release to others information that might affect the Company’s securities. 
Therefore, it is important that an employee not disclose material, non-public information to anyone, including 
other employees of the Company, unless the other employee needs to know such information in order to fulfill 
his or her job responsibilities. Under no other circumstances should such information be disclosed to anyone, 
including family, relatives or business or social acquaintances. In maintaining the confidentiality of the 
information, the individual in possession of such information shall not affirm or deny statements made by 
others, either directly or through electronic means, if such affirmation or denial would result in the disclosure of 
material, non-public information. 
 
If an employee has any doubt about whether certain information is non-public or material, such doubt should 
be resolved in favor of not communicating such information or trading without discussing with the assigned 
compliance officer or raising with in-house counsel. Questions concerning what is or is not material, non-public 
information should be directed to the Company’s Legal Department. 
 
Material, Non-Public Information Regarding Other Companies. In the ordinary course of doing business, 
employees may come into possession of material, non-public information with respect to other companies. An 
individual receiving material, non-public information in such a manner has the same duty not to disclose the 
information to others or to use that information in connection with securities transactions of such other 
company as such individual has with respect to material, non-public information about the Company. 

 
If the Company is in the process of negotiating a significant transaction with another company, employees are 
cautioned not to trade in the stock of that company if they are in possession of material, non-public information 
concerning such company. 

 
If an employee is not certain whether it is permissible to trade in the stock of such company, the employee 
should contact the Company’s Legal Department before making any trades. 

 
Unauthorized Disclosure of Internal Information. Unauthorized disclosure of internal information about the 
Company may create serious problems for the Company whether or not the information is used to facilitate 
improper trading in securities of the Company. Therefore, it shall be the duty of each person employed or 
affiliated with the Company to maintain the confidentiality of information relating to the Company or obtained 
through a relationship of confidence. Company personnel should not discuss internal Company matters or 
developments with anyone outside the Company, except as necessary in the performance of regular corporate 
duties. 

 
Precautions to Prevent Misuse or Unauthorized Disclosure of Sensitive Information. When an employee 
is involved in a matter or transaction which is sensitive and, if disclosed, could reasonably be expected to have 
an effect on the market price of the securities of the Company or any other company involved in the 
transaction, that individual should consider taking extraordinary precautions to prevent misuse or unauthorized 
disclosure of such information. Such measures include the following: 

 
1. Maintaining files securely and avoiding storing information on computer systems that can be accessed 

by other individuals; 

 

2. Avoiding the discussion of confidential matters in areas where the conversation could possibly  
  be overheard; 

 

3. Not gossiping about Company affairs; and 

 

4. Restricting the copying and distribution of sensitive documents within the Company. 

 

Internet. Any written or verbal statement that would be prohibited under the law or under this Policy is equally 
prohibited if made on the Internet or by social media. 
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Inadvertent Disclosure of Material, Non-Public Information. If material, non-public information regarding 
the Company is inadvertently disclosed, no matter what the circumstances, by any employee, the person 
making or discovering that disclosure should immediately report the facts to the News Corporation General 
Counsel. 

 

Inquiries Regarding Material, Non-Public Information. When an inquiry is received regarding information 
that may be material, it should be referred, without comment, to the Company’s Investor Relations Department. 
 
5. WHAT ARE THE PENALTIES FOR VIOLATING THIS POLICY?  
 
Violations of this Policy may lead to disciplinary action up to and including termination for an employee and 

termination of the business relationship for a third party. The Company may need to alert appropriate 

authorities if required or it decides, in its sole discretion, that the situation warrants. As stated above, violations 

of insider trading laws may subject the individuals to civil and criminal penalties, including fines and 

imprisonment. Your fellow employees and the Company itself may also be subject to such penalties, even if 

they did not authorize or condone the wrongdoing.  

6. WHAT SHOULD YOU DO IF YOU SUSPECT OR BECOME AWARE OF A VIOLATION OF  
THIS POLICY?  

 
Any person who suspects or becomes aware of violations of this Policy must report them promptly to the News 

Corp General Counsel or to the News Corp Alertline1. No one who in good faith reports any suspected problem 

or wrongdoing will suffer retaliation or adverse employment consequences for having made such a report. 

Failing to properly report suspected violations of this Policy is viewed with the utmost seriousness by the 

Company.   

 
 

                                                           
1 The Alertline is a dedicated domestic/international toll-free telephone number that may be called any time, day or night, as it is available 
24 hours a day, 365 days a year. Translation services are available through Alertline on request. It may be possible to make an 
anonymous complaint through the Alertline, but always keep in mind that anonymous complaints are more difficult to investigate and some 
local laws prohibit employees making anonymous allegations. The Company will however attempt to keep your identity confidential to the 
extent possible. The Alertline telephone number is: 866-480-6129 (international dialers need to first access the AT&T network before 
dialing the toll-free number. To obtain your country’s AT&T international local access code, visit Compliance.NewsCorp.com/reporting-a-
concern). The Alertline website is accessible at: https://newscorp.alertline.com 
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Dow Jones Code of Conduct

This code is designed to provide all employees of Dow Jones with guidelines for appropriate

professional conduct. It is intended not as a statement of new beliefs or a codification of new rules of

conduct, but as a reaffirmation of enduring values and practices. Please note that the code was

revised effective January 2012 to clarify certain provisions.

As a News Corporation company, Dow Jones and its employees are also governed by News

Corporation’s Standards of Business Conduct and other written policies and guidelines issued by Dow

Jones and News Corporation. If News Corporation’s Standards of Business Conduct does not address

certain topics covered by this code, or a specific provision in this code is more restrictive than the

Standards of Business Conduct, then this code shall govern.

The central premise of this code is that Dow Jones’ reputation for quality products and services, for

business integrity, and for the independence and integrity of our publications, services, and products

is the heart and soul of our enterprise. Put another way, it is an essential prerequisite for success in

the news and information business that our customers believe us to be telling them the truth. If we

are not telling them the truth – or even if they, for any valid reason, believe that we are not – then

Dow Jones cannot prosper. Dow Jones will suffer, for example, if our customers cannot assume that:

Our facts are accurate and fairly presented;

Our analyses represent our best independent judgments rather than our preferences, or those of our

sources, advertisers, or information providers;

Our opinions represent only our own editorial philosophies; or

There are no hidden agendas in any of our journalistic undertakings.

All companies profess business integrity. But the impact of our work on the work of others, and on

their lives and fortunes, places special responsibilities upon all Dow Jones employees.

The clear implication of these beliefs is that the responsibility for safeguarding and growing a

company that lives up to this code lies with each and every one of us. Every Dow Jones employee

holds a position of trust. Acceptance of a position at any level or in any part of Dow Jones includes

acceptance of individual responsibility to uphold Dow Jones policies governing legal and ethical
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business practices. It also includes acceptance of individual responsibility for following all legal

requirements and ethical business practices, as well as the responsibility to stress proper ethical

behavior among colleagues and subordinates.

Moreover, it must be clear to each of us that business integrity is necessary in every business

decision and that it is not the special province of news employees, members of the legal department,

or anyone else. Business integrity requires that we make all of our business decisions, and approach

all business questions, objectively and realistically.

Managers, by virtue of their positions of authority, must be ethical role models for all employees. An

important part of a manager’s leadership responsibility is to exhibit the highest standards of integrity

in all dealings with employees, customers, and the world at large. Managers must avoid even implicit

or unspoken approval of any actions that may be damaging to the reputation of Dow Jones, and must

always exercise sound business judgment in the performance of their duties.

An equally important leadership responsibility is to develop employees’ commitment to our principles

and ability to make sound ethical judgments. Managers must communicate the seriousness of Dow

Jones’s expectations of ethical conduct, as well as their own personal support for these guidelines.

Ethical leadership includes fostering a working environment that encourages employees to voice

concerns or otherwise seek assistance or counsel if faced with potentially compromising situations,

and also supporting those who raise such concerns.

Finally, what follows is not intended to be an exclusive or inclusive list of all laws, regulations, and

other norms applicable to Dow Jones and with which compliance is expected. In our rapidly evolving

businesses, each of us is challenged by a complex environment that often requires quick response

under pressure. No written policy can definitively set forth the appropriate action for all business

situations. Accordingly, this code emphasizes and clarifies a standard of ethical conduct that must

govern all of our business dealings and relationships. In addition, more detailed guidelines for

managers are available for some of the topics covered by this code, and others will be promulgated

from time to time; some departments also issue specialized guidelines of their own. Please consult

with your supervisor for additional information regarding additional guidelines.

Confidential Information

Business Relationships and Activities

Compliance with Laws, Rules, and Regulations

Securities Transactions

Political and Civic Activities

Books and Records

Employment

Environmental Concerns

Compliance with this Code

Confidential Information
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Any and all information and other material obtained by a Dow Jones employee in connection with his

or her employment is strictly the property of Dow Jones. Such information includes not only our own

work and that of our colleagues, but also information relating to future activities, including as-yet-

unpublished news, information, and advertising, as well as schedules for publishing the same. Such

material must never be disclosed to anyone outside Dow Jones, including to friends and family. In no

event should any information obtained in connection with Dow Jones employment be disclosed

privately to anyone until such information has been made available to the public.

Similarly, the use of Dow Jones property of this sort – i.e., forthcoming news, information, or

advertising – as a basis for any investment decision is strictly prohibited. No employee with

knowledge of any such forthcoming material may, prior to publication, buy or sell securities or in any

way encourage or assist any other person in buying or selling securities, directly or indirectly, based

on that information. These strictures should continue in force until the third trading day after the

content or advertisement appears in a Dow Jones publication or news service.

These rules also apply, of course, to confidential information about Dow Jones. Dow Jones employees

may not disclose to others any confidential information belonging to the Company, nor may they use

such information for their personal benefit or that of others. Each of us who possesses or has access

to confidential information has an important responsibility to keep that information confidential and

to prevent it from being disclosed to others outside or inside Dow Jones, either purposefully or

otherwise. This obligation applies not only during Dow Jones employment, but thereafter as well.

In addition, it is important to take care not to discuss such confidential matters with anyone,

including family members or business or social acquaintances, or in places where one can be

overheard. Within Dow Jones, confidential business information should be divulged only to other

employees who need to know the information in order to carry out their business responsibilities.

Business Relationships and Activities

Dow Jones is entitled to our undivided business loyalty, our single-minded professional attention, and

our undistracted focus on our businesses and our customers. Employees must not use Dow Jones’

assets, talents, information, technology, name, or influence for their personal benefit or gain. All of

the intellectual fruits of our labors as employees belong to Dow Jones.

We recognize that Dow Jones cannot succeed if our customers do not succeed. It is our obligation to

deliver our products and services in as timely a manner as possible, and with the highest possible

levels of quality. Business dealings should be open and honest, and transactions should be in the

best interests of both Dow Jones and the customer.

To ensure this, Dow Jones employees should not directly or indirectly offer or provide to customers,

prospective customers, or any company, individual, or institution that furnishes or seeks to furnish

news, information, material, equipment, supplies, or services to Dow Jones any gift, entertainment,

or reimbursement of expenses of more than nominal value or that exceeds customary courtesies for

that time and place. A reasonably priced meal is an example of an acceptable entertainment
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expense. Nor should employees offer or provide, directly or indirectly, any material, equipment, or

services to any individual in a position to make or influence any business or governmental decision

affecting Dow Jones.

Conversely, Dow Jones employees should not solicit or accept, directly or indirectly, any payment,

loan, service, equipment, or any other benefit or thing of value, or any gift, entertainment, or

reimbursement of expenses of more than nominal value or that exceeds customary courtesies for

that time and place from suppliers or customers, or from any company, individual, or institution that

furnishes or seeks to furnish news, information, material, equipment, supplies, or services to Dow

Jones, or from anyone else with an actual or prospective business relationship with Dow Jones.

Dow Jones employees must remain scrupulously free from obligation to suppliers and vendors.

Accordingly, employees should not requisition, order, approve, or otherwise participate in the

purchasing of goods or services on behalf of Dow Jones from any supplier or vendor in which the

employee or any member of his or her extended family or household has a substantial financial

interest, unless there is a compelling business interest and it is pre-approved by the chief executive

officer of Dow Jones.

Dow Jones employees may not serve as directors, officers, advisors, investors, consultants, or

partners of any other company or venture devoted to profit-making, with the following exceptions:

Where the employee is appointed to represent Dow Jones;

In the case of an investor who owns less than five percent of a private or publicly traded company; or

Otherwise as approved by the chief executive officer of Dow Jones.

The unauthorized duplication of computer software developed internally or obtained from outside

suppliers is prohibited, regardless of whether such unauthorized duplication is for business or

personal use. Additionally, all Dow Jones employees must adhere to the Company’s standards and

policies regarding the use of its technology and computer equipment.

Compliance with Laws, Rules, and Regulations

All employees of Dow Jones must obey all applicable laws. The applicable laws as to a given

employee will usually be the laws of the place where the employee is based and also the laws of the

locations where that employee does business. Employees must also respect the local culture and

values of such locations. In addition, as a result of Dow Jones operating across many jurisdictions,

certain legal obligations of some countries can also be applicable to all Dow Jones employees even if

some of the employees are not located or do not carry out business in such countries. In particular,

certain laws of the United States (the country of Dow Jones’ headquarters) including, for example, the

U.S. Foreign Corrupt Practices Act, which generally makes it illegal to offer or give a bribe or improper

payment or gift to an official (or candidate for office) outside the U.S., whether directly or through

third parties such as consultants or agents, apply to all Dow Jones employees worldwide. For more

information on anti-bribery and anti-corruption rules, please see the News Corporation Global Anti-

Bribery & Anti-Corruption Policy, or contact the Dow Jones legal department.
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In addition, Dow Jones employees who have dealings with government officials are required to be

familiar with any applicable lobbying laws and public disclosure requirements, since the U.S.

government, each state, and many local and foreign jurisdictions have laws that impact the ability to

interact with, entertain, and give gifts to public officials. A Dow Jones employee should direct any

questions to the general counsel of Dow Jones if uncertain about such laws or requirements. Dow

Jones will not reimburse employees for any payments that are illegal or improper, including

payments made to or for the benefit of any public official to induce or entice such official to influence

laws, regulations, or other official acts to benefit Dow Jones. In addition, any Dow Jones employee

intending to make a gift in connection with his or her employment to a public official needs to obtain

pre-clearance for any such gift from the general counsel of Dow Jones.

Securities Transactions

Dow Jones has always had a strict policy on securities transactions by employees who have access

to non-public information, including information concerning Dow Jones itself. All Dow Jones

employees are expected to conduct themselves at all times in a manner that leaves no grounds for

belief, or even suspicion, that:

An employee, a member of an employee’s extended family, or anyone else connected to an employee

made financial gains by acting on the basis of information obtained through Dow Jones employment

before that information was available to the general public; such information includes hold-for-

release material or publishing plans with respect to news, advertising, or other information, as well as

any other items that might affect movements in the prices of any securities;

The creation, dissemination, or non-dissemination of any news or other information was influenced

by a desire to affect the price of any security;

An employee’s personal financial situation with respect to investments is such that it creates a

temptation to violate these rules; or

An employee is beholden to newsmakers, information providers, advertisers, or market participants,

creating a temptation to violate these rules.

In addition to these general guidelines, all Dow Jones employees are governed by News Corporation’s

Insider Trading and Confidentiality Policy, and are also required to abide by the applicable restrictions

set forth below.

In making personal investments, all employees must avoid speculation or the appearance of

speculation. No employee of Dow Jones may engage in short-selling of securities.

However, a Dow Jones employee may invest in publicly traded pooled investments (such as exchange

traded funds and mutual funds) that rely on “short exposure” as a component of the portfolio.

Members of executive management and all news and advertising personnel must not engage in

short-term trading of equity securities or of non-investment-grade fixed- income securities; such

employees must hold such securities for a minimum of six months unless, in order to meet some
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special need, they get prior permission for an earlier sale from the general counsel of Dow Jones. The

six-month holding rule does not apply to publicly traded pooled investments (such as exchange

traded funds and mutual funds).

All news and advertising personnel also must not buy or sell futures or options. However, these

employees may invest in publicly traded pooled investments (such as exchange traded funds and

mutual funds) that invest in futures or options.

No advertising personnel assigned to call on a specific company may buy or sell any securities in that

company, nor may the employee’s spouse, significant other, or dependents do so. Managers are

considered to be assigned to those companies that their reports call on.

News personnel assigned to report on a specific industry may not buy or sell any tradable

instruments in any company engaged in whole or significant part in that industry or in any pooled

investments (such as exchange traded funds and mutual funds) primarily invested in that industry,

nor may the spouse, significant other, or dependents of any such employee do so. Editors are

considered to be assigned to the industries for which their reporters have substantial responsibilities.

News personnel not assigned to report on a specific industry or those covering an area outside of

their assigned industry who own individual securities in a company or have a spouse, significant

other, or dependent who owns any such securities must recuse themselves from working on any

content that relates to that company. News personnel should note that owning securities in

individual companies may prevent them from taking on additional assignments, moving to different

coverage areas, or assuming other responsibilities.

All news personnel can participate in all Dow Jones-sponsored retirement plans managed by third

parties without having to recuse themselves from working on content related to those third parties.

News personnel who cover a specific industry or beat and have a spouse or significant other

employed in that industry or coverage area must notify and consult with the deputy managing editor

for ethics or the managing editor.

Political and Civic Activities

Many companies, for a variety of reasons, participate in the partisan political process at various

levels of government. As a publisher, Dow Jones has a different tradition. Dow Jones does not

contribute, directly or indirectly, to political campaigns or to political parties or groups seeking to

raise money for political campaigns or parties, and Dow Jones does not and will not reimburse any

employee for any political contribution made by an employee.

All news personnel and members of senior management with any responsibility for news should

refrain from partisan political activity. Partisan political activity includes passing out buttons, posting

partisan comments on social-networking sites, blogging, soliciting campaign contributions, hosting

a fundraiser for a partisan candidate, as well as making a financial contribution to a candidate’s
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campaign. While these restrictions do not expressly apply to an employee’s spouse, significant other,

or family members, all news personnel and members of senior management with any responsibility

for news should avoid the appearance of bias.

On the other hand, it is not the intention of Dow Jones or of this code to dissuade employees from

actively participating in or making financial contributions to civic, charitable, religious, public, social,

or residential organizations, or other non-partisan causes. Such activities are permitted, and even

encouraged, to the extent that they:

Do not detract from performance or effectiveness at work;

Do not, by their extensiveness, cause Dow Jones to subsidize or appear to subsidize the activity;

Do not otherwise violate this code. In the event that a conflict arises or may arise between an outside

organization with which an employee is affiliated and the interests of Dow Jones, the employee

should refrain from participating in the conflicting or potentially conflicting activity; and

Do not overlap with the coverage responsibilities of any news personnel.

No Dow Jones employee should permit his or her Dow Jones affiliation to be noted in any outside

organization’s materials or activities without the approval of the chief executive officer of Dow Jones

or the general counsel of Dow Jones unless the employee serves as a representative of Dow Jones or

unless the affiliation is noted as part of a broader description of the employee’s identity.

Books and Records

It is essential to the successful operation of Dow Jones as a business that the integrity of our books

and records be resolutely maintained. The responsibility for this does not rest exclusively with

accounting or other financial personnel – it is shared by us all.

Accordingly,

No Dow Jones fund, asset, or liability that is not fully and properly recorded on the Company’s books

and records shall be created or permitted to exist;

No transaction shall be effected and no payment shall be made on behalf of Dow Jones with the

intention or understanding that the transaction or payment is other than as described in the

documentation evidencing the transaction or supporting the payment;

All employees shall comply with Dow Jones’ accounting principles, procedures, and controls, and no

false, artificial, or misleading entries in any books or records of the Company shall be made for any

reason whatsoever;

No employee will issue or authorize anyone else to issue any Company document that is false or

misleading;

No employee will knowingly accept and treat as accurate any false or misleading document prepared

by a person not employed by Dow Jones; and

No employee will knowingly make any false or misleading statements to our external or internal

auditors. Indeed, when questioned by any auditor, all employees should be fully forthcoming.
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Employment

Dow Jones strives to ensure that all employees are treated with dignity and respect. Among our goals

are to make benefits and services available to employees to promote their well-being, to

communicate effectively with employees, to ensure equal employment treatment, to maintain a safe

work environment, to observe the terms of collective bargaining agreements where applicable, to

assist employees in realizing their potential and maximizing their productivity, and to fairly evaluate

and recognize performance.

For its part, Dow Jones expects employees to perform excellent work in a cost-effective manner, to

strive for quality and productivity, to follow directions and instructions, to properly care for facilities

and equipment, to anticipate problems and suggest improvements, to treat other employees and

clients and customers with honesty and courtesy, and to be energetic in the performance of tasks

and fulfillment of goals.

Dow Jones values the talents and contributions of its employees. Dow Jones also seeks and values

diversity among employees, recognizing that a mix of people enriches the Company and encourages

creativity and business growth. Dow Jones’ policy is to provide equal employment opportunities and

equal advancement consideration to all individuals based on job-related qualifications and ability to

perform the job, without regard to any legally protected status (that is, a protected category such as

gender or race). It is also Dow Jones’s policy to provide a working environment that is free of

intimidation and harassment.

Complete statements of policies setting forth Dow Jones’s standards regarding personnel matters,

and other matters relating to employment with Dow Jones, are published by the human resources

department. These policies meet legal and regulatory requirements of various jurisdictions in which

Dow Jones does business, and employees are required to comply with these policies.

Environmental Concerns

Dow Jones is committed to maintaining a safe work environment by eliminating all significant

recognized hazards in the workplace and to conducting business in an environmentally sound

manner based on scientific understanding, customer needs, and local requirements. Employees are

required to comply with all applicable health, safety, and environmental laws and regulations, and all

related corporate policies.

Compliance with this Code

Dow Jones takes this code of conduct very seriously. All employees of Dow Jones are responsible for

compliance with all aspects of this code. All new employees shall be required to read this code at the

outset of their employment and to attest in writing that they have done so. In addition, all Dow Jones

employees shall be required each year to provide a written attestation that they have read and

abided by this code during the previous calendar year.
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The matters addressed by this code are sufficiently important that any lapse in judgment within the

areas covered here may be considered serious enough to warrant discipline up to and including

dismissal.

Any employee who has a question about this code, or has any concerns regarding perceived

deviations from the code, should promptly contact his or her supervisor or the Dow Jones legal

department. In addition, a dedicated toll-free Alertline telephone number and an Alertline web site

are available for all employees of News Corporation companies to report complaints. The number,

available 24 hours a day, 365 days a year, is 1 (866) 480-6129, and the web site can be found here

(https://newscorp.alertline.com). An employee can make an anonymous report through Alertline. Any

retaliation against an employee who makes a good faith report about a possible violation of the code

will not be permitted or tolerated. Indeed, the most important wisdom about dealing with these

questions is: When in doubt, ask.
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Dow Jones Code of Conduct
dowjones.com/code-conduct

This code is designed to provide all employees of Dow Jones with guidelines for appropriate
professional conduct. It is intended not as a statement of new beliefs or a codification of
new rules of conduct, but as a reaffirmation of enduring values and practices. Please note
that the code was revised effective January 2012 to clarify certain provisions.

As a News Corporation company, Dow Jones and its employees are also governed by News
Corporation’s Standards of Business Conduct and other written policies and guidelines
issued by Dow Jones and News Corporation. If News Corporation’s Standards of Business
Conduct does not address certain topics covered by this code, or a specific provision in this
code is more restrictive than the Standards of Business Conduct, then this code shall
govern.

The central premise of this code is that Dow Jones’ reputation for quality products and
services, for business integrity, and for the independence and integrity of our publications,
services, and products is the heart and soul of our enterprise. Put another way, it is an
essential prerequisite for success in the news and information business that our customers
believe us to be telling them the truth. If we are not telling them the truth – or even if they,
for any valid reason, believe that we are not – then Dow Jones cannot prosper. Dow Jones
will suffer, for example, if our customers cannot assume that:

Our facts are accurate and fairly presented;
Our analyses represent our best independent judgments rather than our preferences, or
those of our sources, advertisers, or information providers;
Our opinions represent only our own editorial philosophies; or
There are no hidden agendas in any of our journalistic undertakings.

All companies profess business integrity. But the impact of our work on the work of others,
and on their lives and fortunes, places special responsibilities upon all Dow Jones
employees.

The clear implication of these beliefs is that the responsibility for safeguarding and growing
a company that lives up to this code lies with each and every one of us. Every Dow Jones
employee holds a position of trust. Acceptance of a position at any level or in any part of
Dow Jones includes acceptance of individual responsibility to uphold Dow Jones policies
governing legal and ethical business practices. It also includes acceptance of individual
responsibility for following all legal requirements and ethical business practices, as well as
the responsibility to stress proper ethical behavior among colleagues and subordinates.

Moreover, it must be clear to each of us that business integrity is necessary in every
1/10
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business decision and that it is not the special province of news employees, members of the
legal department, or anyone else. Business integrity requires that we make all of our
business decisions, and approach all business questions, objectively and realistically.

Managers, by virtue of their positions of authority, must be ethical role models for all
employees. An important part of a manager’s leadership responsibility is to exhibit the
highest standards of integrity in all dealings with employees, customers, and the world at
large. Managers must avoid even implicit or unspoken approval of any actions that may be
damaging to the reputation of Dow Jones, and must always exercise sound business
judgment in the performance of their duties.

An equally important leadership responsibility is to develop employees’ commitment to our
principles and ability to make sound ethical judgments. Managers must communicate the
seriousness of Dow Jones’s expectations of ethical conduct, as well as their own personal
support for these guidelines. Ethical leadership includes fostering a working environment
that encourages employees to voice concerns or otherwise seek assistance or counsel if
faced with potentially compromising situations, and also supporting those who raise such
concerns.

Finally, what follows is not intended to be an exclusive or inclusive list of all laws,
regulations, and other norms applicable to Dow Jones and with which compliance is
expected. In our rapidly evolving businesses, each of us is challenged by a complex
environment that often requires quick response under pressure. No written policy can
definitively set forth the appropriate action for all business situations. Accordingly, this code
emphasizes and clarifies a standard of ethical conduct that must govern all of our business
dealings and relationships. In addition, more detailed guidelines for managers are available
for some of the topics covered by this code, and others will be promulgated from time to
time; some departments also issue specialized guidelines of their own. Please consult with
your supervisor for additional information regarding additional guidelines.

Confidential Information
Business Relationships and Activities
Compliance with Laws, Rules, and Regulations
Securities Transactions
Political and Civic Activities
Books and Records
Employment
Environmental Concerns
Compliance with this Code

Confidential Information
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Any and all information and other material obtained by a Dow Jones employee in
connection with his or her employment is strictly the property of Dow Jones. Such
information includes not only our own work and that of our colleagues, but also information
relating to future activities, including as-yet-unpublished news, information, and advertising,
as well as schedules for publishing the same. Such material must never be disclosed to
anyone outside Dow Jones, including to friends and family. In no event should any
information obtained in connection with Dow Jones employment be disclosed privately to
anyone until such information has been made available to the public.

Similarly, the use of Dow Jones property of this sort – i.e., forthcoming news, information, or
advertising – as a basis for any investment decision is strictly prohibited. No employee with
knowledge of any such forthcoming material may, prior to publication, buy or sell securities
or in any way encourage or assist any other person in buying or selling securities, directly or
indirectly, based on that information. These strictures should continue in force until the
third trading day after the content or advertisement appears in a Dow Jones publication or
news service.

These rules also apply, of course, to confidential information about Dow Jones. Dow Jones
employees may not disclose to others any confidential information belonging to the
Company, nor may they use such information for their personal benefit or that of others.
Each of us who possesses or has access to confidential information has an important
responsibility to keep that information confidential and to prevent it from being disclosed to
others outside or inside Dow Jones, either purposefully or otherwise. This obligation applies
not only during Dow Jones employment, but thereafter as well.

In addition, it is important to take care not to discuss such confidential matters with anyone,
including family members or business or social acquaintances, or in places where one can
be overheard. Within Dow Jones, confidential business information should be divulged only
to other employees who need to know the information in order to carry out their business
responsibilities.

Business Relationships and Activities

Dow Jones is entitled to our undivided business loyalty, our single-minded professional
attention, and our undistracted focus on our businesses and our customers. Employees
must not use Dow Jones’ assets, talents, information, technology, name, or influence for
their personal benefit or gain. All of the intellectual fruits of our labors as employees belong
to Dow Jones.

We recognize that Dow Jones cannot succeed if our customers do not succeed. It is our
obligation to deliver our products and services in as timely a manner as possible, and with
the highest possible levels of quality. Business dealings should be open and honest, and
transactions should be in the best interests of both Dow Jones and the customer.
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To ensure this, Dow Jones employees should not directly or indirectly offer or provide to
customers, prospective customers, or any company, individual, or institution that furnishes
or seeks to furnish news, information, material, equipment, supplies, or services to Dow
Jones any gift, entertainment, or reimbursement of expenses of more than nominal value or
that exceeds customary courtesies for that time and place. A reasonably priced meal is an
example of an acceptable entertainment expense. Nor should employees offer or provide,
directly or indirectly, any material, equipment, or services to any individual in a position to
make or influence any business or governmental decision affecting Dow Jones.

Conversely, Dow Jones employees should not solicit or accept, directly or indirectly, any
payment, loan, service, equipment, or any other benefit or thing of value, or any gift,
entertainment, or reimbursement of expenses of more than nominal value or that exceeds
customary courtesies for that time and place from suppliers or customers, or from any
company, individual, or institution that furnishes or seeks to furnish news, information,
material, equipment, supplies, or services to Dow Jones, or from anyone else with an actual
or prospective business relationship with Dow Jones.

Dow Jones employees must remain scrupulously free from obligation to suppliers and
vendors. Accordingly, employees should not requisition, order, approve, or otherwise
participate in the purchasing of goods or services on behalf of Dow Jones from any supplier
or vendor in which the employee or any member of his or her extended family or
household has a substantial financial interest, unless there is a compelling business interest
and it is pre-approved by the chief executive officer of Dow Jones.

Dow Jones employees may not serve as directors, officers, advisors, investors, consultants,
or partners of any other company or venture devoted to profit-making, with the following
exceptions:

Where the employee is appointed to represent Dow Jones;
In the case of an investor who owns less than five percent of a private or publicly traded
company; or
Otherwise as approved by the chief executive officer of Dow Jones.

The unauthorized duplication of computer software developed internally or obtained from
outside suppliers is prohibited, regardless of whether such unauthorized duplication is for
business or personal use. Additionally, all Dow Jones employees must adhere to the
Company’s standards and policies regarding the use of its technology and computer
equipment.

Compliance with Laws, Rules, and Regulations
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All employees of Dow Jones must obey all applicable laws. The applicable laws as to a given
employee will usually be the laws of the place where the employee is based and also the
laws of the locations where that employee does business. Employees must also respect the
local culture and values of such locations. In addition, as a result of Dow Jones operating
across many jurisdictions, certain legal obligations of some countries can also be applicable
to all Dow Jones employees even if some of the employees are not located or do not carry
out business in such countries. In particular, certain laws of the United States (the country
of Dow Jones’ headquarters) including, for example, the U.S. Foreign Corrupt Practices Act,
which generally makes it illegal to offer or give a bribe or improper payment or gift to an
official (or candidate for office) outside the U.S., whether directly or through third parties
such as consultants or agents, apply to all Dow Jones employees worldwide. For more
information on anti-bribery and anti-corruption rules, please see the News Corporation
Global Anti-Bribery & Anti-Corruption Policy, or contact the Dow Jones legal department.

In addition, Dow Jones employees who have dealings with government officials are required
to be familiar with any applicable lobbying laws and public disclosure requirements, since
the U.S. government, each state, and many local and foreign jurisdictions have laws that
impact the ability to interact with, entertain, and give gifts to public officials. A Dow Jones
employee should direct any questions to the general counsel of Dow Jones if uncertain
about such laws or requirements. Dow Jones will not reimburse employees for any
payments that are illegal or improper, including payments made to or for the benefit of any
public official to induce or entice such official to influence laws, regulations, or other official
acts to benefit Dow Jones. In addition, any Dow Jones employee intending to make a gift in
connection with his or her employment to a public official needs to obtain pre-clearance for
any such gift from the general counsel of Dow Jones.

Securities Transactions

Dow Jones has always had a strict policy on securities transactions by employees who have
access to non-public information, including information concerning Dow Jones itself. All Dow
Jones employees are expected to conduct themselves at all times in a manner that leaves no
grounds for belief, or even suspicion, that:

An employee, a member of an employee’s extended family, or anyone else connected to an
employee made financial gains by acting on the basis of information obtained through Dow
Jones employment before that information was available to the general public; such
information includes hold-for-release material or publishing plans with respect to news,
advertising, or other information, as well as any other items that might affect movements in
the prices of any securities;
The creation, dissemination, or non-dissemination of any news or other information was
influenced by a desire to affect the price of any security;
An employee’s personal financial situation with respect to investments is such that it creates
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a temptation to violate these rules; or
An employee is beholden to newsmakers, information providers, advertisers, or market
participants, creating a temptation to violate these rules.

In addition to these general guidelines, all Dow Jones employees are governed by News
Corporation’s Insider Trading and Confidentiality Policy, and are also required to abide by
the applicable restrictions set forth below.

In making personal investments, all employees must avoid speculation or the appearance of
speculation. No employee of Dow Jones may engage in short-selling of securities.

However, a Dow Jones employee may invest in publicly traded pooled investments (such as
exchange traded funds and mutual funds) that rely on “short exposure” as a component of
the portfolio.

Members of executive management and all news and advertising personnel must not
engage in short-term trading of equity securities or of non-investment-grade fixed- income
securities; such employees must hold such securities for a minimum of six months unless,
in order to meet some special need, they get prior permission for an earlier sale from the
general counsel of Dow Jones. The six-month holding rule does not apply to publicly traded
pooled investments (such as exchange traded funds and mutual funds).

All news and advertising personnel also must not buy or sell futures or options. However,
these employees may invest in publicly traded pooled investments (such as exchange
traded funds and mutual funds) that invest in futures or options.

No advertising personnel assigned to call on a specific company may buy or sell any
securities in that company, nor may the employee’s spouse, significant other, or
dependents do so. Managers are considered to be assigned to those companies that their
reports call on.

News personnel assigned to report on a specific industry may not buy or sell any tradable
instruments in any company engaged in whole or significant part in that industry or in any
pooled investments (such as exchange traded funds and mutual funds) primarily invested in
that industry, nor may the spouse, significant other, or dependents of any such employee
do so. Editors are considered to be assigned to the industries for which their reporters have
substantial responsibilities.

News personnel not assigned to report on a specific industry or those covering an area
outside of their assigned industry who own individual securities in a company or have a
spouse, significant other, or dependent who owns any such securities must recuse
themselves from working on any content that relates to that company. News personnel
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should note that owning securities in individual companies may prevent them from taking
on additional assignments, moving to different coverage areas, or assuming other
responsibilities.

All news personnel can participate in all Dow Jones-sponsored retirement plans managed
by third parties without having to recuse themselves from working on content related to
those third parties.

News personnel who cover a specific industry or beat and have a spouse or significant other
employed in that industry or coverage area must notify and consult with the deputy
managing editor for ethics or the managing editor.

Political and Civic Activities

Many companies, for a variety of reasons, participate in the partisan political process at
various levels of government. As a publisher, Dow Jones has a different tradition. Dow Jones
does not contribute, directly or indirectly, to political campaigns or to political parties or
groups seeking to raise money for political campaigns or parties, and Dow Jones does not
and will not reimburse any employee for any political contribution made by an employee.

All news personnel and members of senior management with any responsibility for news
should refrain from partisan political activity. Partisan political activity includes passing out
buttons, posting partisan comments on social-networking sites, blogging, soliciting
campaign contributions, hosting a fundraiser for a partisan candidate, as well as making a
financial contribution to a candidate’s campaign. While these restrictions do not expressly
apply to an employee’s spouse, significant other, or family members, all news personnel and
members of senior management with any responsibility for news should avoid the
appearance of bias.

On the other hand, it is not the intention of Dow Jones or of this code to dissuade
employees from actively participating in or making financial contributions to civic,
charitable, religious, public, social, or residential organizations, or other non-partisan
causes. Such activities are permitted, and even encouraged, to the extent that they:

Do not detract from performance or effectiveness at work;
Do not, by their extensiveness, cause Dow Jones to subsidize or appear to subsidize the
activity;
Do not otherwise violate this code. In the event that a conflict arises or may arise between
an outside organization with which an employee is affiliated and the interests of Dow Jones,
the employee should refrain from participating in the conflicting or potentially conflicting
activity; and
Do not overlap with the coverage responsibilities of any news personnel.

No Dow Jones employee should permit his or her Dow Jones affiliation to be noted in any
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outside organization’s materials or activities without the approval of the chief executive
officer of Dow Jones or the general counsel of Dow Jones unless the employee serves as a
representative of Dow Jones or unless the affiliation is noted as part of a broader
description of the employee’s identity.

Books and Records

It is essential to the successful operation of Dow Jones as a business that the integrity of our
books and records be resolutely maintained. The responsibility for this does not rest
exclusively with accounting or other financial personnel – it is shared by us all.

Accordingly,

No Dow Jones fund, asset, or liability that is not fully and properly recorded on the
Company’s books and records shall be created or permitted to exist;
No transaction shall be effected and no payment shall be made on behalf of Dow Jones with
the intention or understanding that the transaction or payment is other than as described in
the documentation evidencing the transaction or supporting the payment;
All employees shall comply with Dow Jones’ accounting principles, procedures, and controls,
and no false, artificial, or misleading entries in any books or records of the Company shall
be made for any reason whatsoever;
No employee will issue or authorize anyone else to issue any Company document that is
false or misleading;
No employee will knowingly accept and treat as accurate any false or misleading document
prepared by a person not employed by Dow Jones; and
No employee will knowingly make any false or misleading statements to our external or
internal auditors. Indeed, when questioned by any auditor, all employees should be fully
forthcoming.

Employment

Dow Jones strives to ensure that all employees are treated with dignity and respect. Among
our goals are to make benefits and services available to employees to promote their well-
being, to communicate effectively with employees, to ensure equal employment treatment,
to maintain a safe work environment, to observe the terms of collective bargaining
agreements where applicable, to assist employees in realizing their potential and
maximizing their productivity, and to fairly evaluate and recognize performance.

For its part, Dow Jones expects employees to perform excellent work in a cost-effective
manner, to strive for quality and productivity, to follow directions and instructions, to
properly care for facilities and equipment, to anticipate problems and suggest
improvements, to treat other employees and clients and customers with honesty and
courtesy, and to be energetic in the performance of tasks and fulfillment of goals.
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Dow Jones values the talents and contributions of its employees. Dow Jones also seeks and
values diversity among employees, recognizing that a mix of people enriches the Company
and encourages creativity and business growth. Dow Jones’ policy is to provide equal
employment opportunities and equal advancement consideration to all individuals based
on job-related qualifications and ability to perform the job, without regard to any legally
protected status (that is, a protected category such as gender or race). It is also Dow Jones’s
policy to provide a working environment that is free of intimidation and harassment.

Complete statements of policies setting forth Dow Jones’s standards regarding personnel
matters, and other matters relating to employment with Dow Jones, are published by the
human resources department. These policies meet legal and regulatory requirements of
various jurisdictions in which Dow Jones does business, and employees are required to
comply with these policies.

Environmental Concerns

Dow Jones is committed to maintaining a safe work environment by eliminating all
significant recognized hazards in the workplace and to conducting business in an
environmentally sound manner based on scientific understanding, customer needs, and
local requirements. Employees are required to comply with all applicable health, safety, and
environmental laws and regulations, and all related corporate policies.

Compliance with this Code

Dow Jones takes this code of conduct very seriously. All employees of Dow Jones are
responsible for compliance with all aspects of this code. All new employees shall be
required to read this code at the outset of their employment and to attest in writing that
they have done so. In addition, all Dow Jones employees shall be required each year to
provide a written attestation that they have read and abided by this code during the
previous calendar year.

The matters addressed by this code are sufficiently important that any lapse in judgment
within the areas covered here may be considered serious enough to warrant discipline up to
and including dismissal.

Any employee who has a question about this code, or has any concerns regarding perceived
deviations from the code, should promptly contact his or her supervisor or the Dow Jones
legal department. In addition, a dedicated toll-free Alertline telephone number and an
Alertline web site are available for all employees of News Corporation companies to report
complaints. The number, available 24 hours a day, 365 days a year, is 1 (866) 480-6129, and
the web site can be found here. An employee can make an anonymous report through
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Alertline. Any retaliation against an employee who makes a good faith report about a
possible violation of the code will not be permitted or tolerated. Indeed, the most important
wisdom about dealing with these questions is: When in doubt, ask.
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 1       document a couple of times during my cross here.

 2       It matters, doesn't it?  Context matters?

 3                   A.   Yes, it does.

 4 316               Q.   Okay.  How on earth could these

 5       guys know what was in those whistleblower

 6       complaints if they didn't have a copy or if they --

 7       let's just deal with XTG because that is what the

 8       meeting was about.  They don't have -- you never

 9       gave them McFarlane's whistleblower complaint,

10       right?

11                   A.   No.

12 317               Q.   You never pulled out a specific

13       accusation that McFarlane made from the

14       whistleblower complaint and said, He says this;

15       what do you guys have to say to defend yourselves?

16       You never did that; correct?

17                   A.   Correct.

18 318               Q.   Okay.  But what you did do is you

19       put in the article at paragraph 27:

20                        "Mr. McFarlane confirmed he

21                   filed one of the whistleblower

22                   complaints.  His complaint, and one

23                   other, alleges that Catalyst funds

24                   overpaid Callidus to acquire the

25                   Xchange investment, and delayed and
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 1                   underreported potential losses.  'I

 2                   have serious concerns about the

 3                   integrity of Callidus's accounting

 4                   around XTG,' Mr. McFarlane said."

 5                   During that August 8th, 2017, meeting,

 6       you never put to the Callidus/Catalyst

 7       representatives, Hey, the former CEO of XTG, Jeff

 8       McFarlane, we are going to report that he has

 9       serious concerns about the integrity of Callidus's

10       accounting around XTG; correct?  You never put that

11       quote to them for them to defend themselves;

12       correct?

13                   A.   We outlined in effect the same

14       things that he said in that quote by going over the

15       details of how Callidus accounted for XTG.  That

16       was at the core of his complaint, and that was at

17       the core of our interview with them.  We went over

18       and over how they valued it, and that related

19       directly to what he said in his complaint.

20 319               Q.   That wasn't my question,

21       Ms. McNish, and I think the answer is pretty easy

22       because we have a transcript of the August 8th,

23       2017, meeting.  You never put Jeff McFarlane's

24       quote:

25                        "I have serious concerns about
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 1                   the integrity of Callidus's

 2                   accounting around XTG".

 3                   To those representatives so they could

 4       comment on what his serious concern about the

 5       integrity of the accounting was.

 6                   A.   Our whole --

 7 320               Q.   Do you agree?

 8                   A.   -- session was about the integrity

 9       of their accounting.  We did not quote specifically

10       what he said, but our whole discussion was about

11       the integrity of their accounting on XTG.

12 321               Q.   So you agree that you never did

13       put that quote that we see in paragraph 27 of the

14       article to the representatives on August 8th at

15       that meeting so that --

16                   A.   Not that specific quote.

17 322               Q.   Okay.  And do you -- is a

18       statement that attacks the integrity of Callidus

19       accounting around XTG not serious enough to warrant

20       putting it to them so that they could defend

21       themselves?

22                   A.   I will repeat.  The whole session

23       was about the integrity of their accounting for

24       XTG.  There was no mystery as to why we were there.

25       We went over in great detail how the value -- how
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 1       anybody else that was in that room specific fraud

 2       allegations that were out of the whistleblower

 3       complaint?  I know you asked questions of Dan

 4       Gagnier, but I'm talking about what he said in his

 5       whistleblower complaint, "he" being McFarlane.

 6       That didn't happen, did it?

 7                   A.   The company --

 8 308               Q.   Now I understand you are trying to

 9       justify --

10                   A.   No, no, I am not trying to justify

11       anything, and you say you are putting the

12       conversation with Dan Gagnier to the side.  Dan

13       Gagnier was my only communication with the company

14       for weeks, and we made it clear to him that people

15       were raising -- the whistleblowers were raising

16       questions about the accuracy of the audit -- of the

17       reporting on this holding.

18 309               Q.   I actually didn't say put Dan

19       Gagnier aside.  I fully recognize that you had put

20       questions to Dan Gagnier.  I am saying why didn't

21       you put questions point blank to these

22       representatives in the August 8th meeting about the

23       fraud accusations that McFarlane made in his

24       whistleblower complaint?

25                   A.   We didn't --
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 1 310               Q.   Point blank, to get an explanation

 2       from them, McFarlane said X in his whistleblower

 3       complaint.  What do you have to say about that,

 4       Mr. Riley?  Why didn't you do that?

 5                   A.   We didn't feel we needed to.

 6       There had been an enormous lead-up to this meeting

 7       in which we spelled out that people were raising

 8       concerns about the accuracy of the reporting and

 9       the credibility of the reporting of this company.

10       They knew why we were there.  They knew generally

11       what the gist of those reports was by what we said

12       in our communications ahead of time and by the

13       questions we asked about how they could explain the

14       accounting, and not only that, bringing in the

15       language of their own counterclaim against an

16       employee talking about inflated values,

17       artificially inflated values -- excuse me,

18       artificially inflated EBITDA was the specific

19       language in the counterclaim.  It was all on the

20       table.

21 311               Q.   What was all on the table?

22                   A.   That people were raising very

23       serious concerns about inflated asset reporting at

24       Callidus.

25 312               Q.   Okay.  Well, that is hardly all on
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Con d 7-1J-2017 
Dow Jones & Company 
August 12,2019 
Transcript by TransPerfcet 

JACQUIE MCNISH: Okay. And do you know when approximately that was? 

MALE I: I think they've had more than one conversation. 

JACQUIE MCNISH: Okay. If we could narrow that down as to how many times and when, that 
would be very helpful just so that we can --

MALE I: Why don't you do me a favor, I'm just standing out here on the dock, just send me a quick 
email. You've got my email address. 

JACQUIE MCNISH: Do you really want to get an email from me, though, on this? 

MALE 1: Yeah. Well, just send me an email saying these are the things we need answered and I'll take 
care of it right away.

JACQUIE MCNISH: I won't put any corporate names. 

[00:05:02] 

MALE 1: No, no. 

JACQUIE MCNISH: All right, thank you very much. 

MALE I: Okay? Just so I remember exactly what it is. 

JACQUIE MCNISH: Okay, bye. 

MALE 1: Bye. 

[00:05:30] 

[NO DIALOGUE] 

100:19:301 

ROB: Hey. 

JACQUIE MCNISH: Hey, so I've got good news and bad news. Which one do you want first? 

ROB: Surprise me, whatever you'd like. 

JACQUIE MCNISH: Well, I'll give you the bad news first because it's sort of the chronological 
progression. So, my source says Reuters was asking the exact same questions. They were talking about 
JSOT and Toronto Police and the OSC, and he said they don't have primary sources, they're just hearing 

DOW000864-0001; DOW000864-0001; DOW001034-0001 
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From: "Rogow, Geoffrey" <geoffrey.rogow@wsj.com>
Sent: Tue, 25 Jul 2017 11:46:51 -0400
Subject: Re: CATALYST
To: "Munoz, Sara" <sara.munoz@wsj.com>
Cc: "Copeland, Rob" <rob.copeland@wsj.com>, Daniel Fitzpatrick <dan.fitzpatrick@wsj.com>, Jacquie McNish 
<Jacquie.McNish@wsj.com>

Just circling back on this. 
I'm editing now. It's really clean. I want to go over a little structure and sourcing stuff, but totally minor things. Don't wait 
on me to discuss with Catalyst. 

As for the timeline, sounds totally doable. The hope is to get to the desk by tomorrow morning so they have all day with it.  

Geoffrey Rogow
INVESTING  EDITOR

M: +1 646 579 7072   O: +1 212 416 2388
E: geoffrey.rogow@wsj.com
A: 1211 Avenue of the Americas, New York, NY 10036

On Tue, Jul 25, 2017 at 11:44 AM, Munoz, Sara <sara.munoz@wsj.com> wrote:

Thanks, well done. Glassman sounds like a real piece of work, Jacquie says he even sued his own father. 

On Tue, Jul 25, 2017 at 9:15 AM, Copeland, Rob <rob.copeland@wsj.com> wrote:

This is 700 words. We will give Catalyst the facts today and give them til end of day to get an on the record statement 
to us. 
There is still competitive pressure; in my fantasies, we edit this ourselves today, it goes to legal tomorrow and it's 
eligible to run Thursday morning online

Canadian Private-Equity Empire, Catalyst Capital, Ensnared In Probes

By Rob Copeland and Jacquie McNish

A multibillion dollar private-equity firm and its publicly-traded lending arm are under investigation by securities 
regulators and law enforcement officials, people familiar with the matter say.

Catalyst Capital Group Inc., Canada’s second-largest private-equity shop and one of the most prolific fundraisers in the 
industry at large, is under scrutiny for how it values investments and its lending practices, the people said. The probes 
include inquiries from the Ontario Securities Commission, the Royal Canadian Mounted Police and a unit of the 
Toronto Police Service that investigates organized crime, according to people who have been questioned and documents 
reviewed by The Wall Street Journal.

Catalyst is led by Newton Glassman, 53 years old, who has described his company as the “Goldman Sachs of Canada.” 
Known as one of the country’s more aggressive investors, the firm makes high-interest loans to financially-distressed 
companies like casinos in North America, and sometimes takes control of the businesses if the loans turn sour.

Mr. Glassman, who goes by Newt, also runs Callidus Capital Corp., a so-called alternative lender listed on the Toronto 
Stock Exchange. It shares the name of the Latin word for “sly.” Callidus’ investments are also under scrutiny by 
investigators, according to the people and documents.

At least four individuals have filed whistleblower complaints with the OSC, the country’s leading securities regulator, 
alleging artificial valuations of difficult-to-price loans at Catalyst and Callidus, according to people familiar and 
documents. One of the complaints further alleges that the two organizations engage in a “corporate tag team process” in 
which Callidus, which is majority-owned by Catalyst funds, sold to its parent distressed investments at inflated prices to 

http://www.wsj.com/
mailto:geoffrey.rogow@wsj.com
http://www.dowjones.com/
mailto:sara.munoz@wsj.com
mailto:rob.copeland@wsj.com


avoid acknowledging publicly the full degree of losses.

Some of those investments were subsequently split among various Catalyst funds, according to investor documents.

Dan Gagnier, a spokesman for Callidus, Catalyst and Mr. Glassman, said: TKTKTK

A trained lawyer, Mr. Glassman founded Catalyst in 2002 after rising through the ranks at private-equity giant Cerberus 
Capital. He quickly earned a reputation as being willing to lend when others wouldn’t, such as to companies on the 
brink of bankruptcy, a strategy that earned his funds double-digit annual returns.  

Well-known in Canadian business circles, Mr. Glassman is fiercely protective of his own privacy. He forbids friends 
and journalists alike from taking his photograph.

Mr. Glassman uses litigation as a strategy against perceived adversaries, people close to him say. 

His companies sometimes file multiple lawsuits against borrowers believed to have violated the terms of their loans.

“They sued me, my wife, my warehouse employees and anybody else who used to work for me,” said Jeff McFarlane, 
former chief executive of computer retailer Xchange Technology Group, which went bankrupt shortly after Callidus 
lent it more-than $40 million in 2012.

The Ontario Superior Court of Justice found Mr. McFarlane responsible for $3 million as part of a personal guarantee. 
He is appealing the decision.

Lawsuits filed by former Callidus employees indicate Mr. Glassman can be combative at the office. 

One former manager, who sued Callidus earlier this year claiming unpaid benefits, alleged Mr. Glassman was regularly 
“abusive” with staff. The manager said he witnessed a physical attack inside the office. In court filings, Callidus did not 
deny the allegations; it said office discussions “can sometimes become unpleasant” when employee performance is 
critiqued to maintain “very high performance standards.”

Catalyst is ranked among the top fundraisers in distressed debt over the past decade, with more-than $4 billion of new 
money collected, according to researcher Preqin. Catalyst, with $6 billion under management overall, is considering 
raising another such fund as soon as this fall, people familiar with the matter say.

Existing investors include the endowments of HarvardUniversity and McGill University and wealthy clients of Morgan 
Stanley Inc., people familiar say.

As part of its quarterly earnings, Callidus in May disclosed that its accounting practices were under review from the 
OSC. Mr. Glassman told analysts that the review was “nothing extraordinary.” He added, “If there was a significant 
issue with the Commission, I’m fairly certain the Commission would force us to disclose it.”

Callidus shares are down 21% this year.

Under a new program begun last year, whistleblowers to the OSC may receive up to $5 million CAD for reporting 
corporate misconduct that leads to a successful enforcement action.

-- 
Rob Copeland
REPORTER

Office: +1 212-416-2752 

1211 Avenue of the Americas, New York, NY 10036

http://www.wsj.com/


-- 
Sara Schaefer Munoz
The Wall Street Journal
Bureau Chief, Canada
1-416-306-2012
1-647-523-7477
@sarasmunoz



This is Exhibit “210” referred to in the Affidavit of James A. 
Riley sworn May 29, 2020. 

Commissioner for Taking Affidavits  

MARCO ROMEO





This is Exhibit “240” referred to in the Affidavit of James A. 
Riley sworn May 29, 2020. 

Commissioner for Taking Affidavits  

MARCO ROMEO



The Canadian alternative lender accused by whistleblowers of fraud swung to a
second-quarter loss.

Callidus Capital Corp. disclosed late Thursday a net loss of 25.8 million Canadian
dollars ($20.3 million) for the second quarter, compared with a profit of C$37.5 million
a year earlier.

Callidus, majority owned by private-equity giant Catalyst Capital, reported a loss per
share of C$0.51. Analysts earlier projected on average earnings of C$0.12 per share,
according to FactSet. Callidus shares closed down 3% on the Toronto Stock Exchange at
C$11.43.

This copy is for your personal, non-commercial use only. To order presentation-ready copies for distribution to your colleagues, clients or customers visit
https://www.djreprints.com.
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MARKETS

Canadian Lender Callidus, Accused of Fraud
By Whistleblowers, Posts Loss
Callidus shares drop after quarterly report misses analyst forecasts

Callidus Capital shares fell Friday on the Toronto Stock Exchange after the Canadian
alternative lender reported a second-quarter loss.
PHOTO: CHRIS HELGREN�REUTERS

By 
Updated Aug. 11, 2017 5�01 pm ET

Rob Copeland

https://www.wsj.com/market-data/quotes/CBL.T
https://www.wsj.com/news/markets?mod=breadcrumb


On a call with analysts Friday morning, Catalyst founder Newton “Newt” Glassman
offered public remarks on a report in The Wall Street Journal on Wednesday that at
least four individuals filed complaints with Canadian regulators alleging fraud at
Catalyst and Callidus.

The Journal reported that the Ontario Securities Commission, the country’s leading
securities regulator, and the Toronto Police Service have separately begun inquiries
into the whistleblower claims. Inquiries don’t necessarily lead to an investigation.
Neither Mr. Glassman nor Catalyst or Callidus has been accused by authorities of
wrongdoing.

Mr. Glassman said he had no knowledge of the complaints, or the existence of any
inquiries. Regarding the reported whistleblowers, Mr. Glassman said: “They must have
an agenda. That agenda appears to be to drive down our share price and benefit short
sellers.”

Callidus shares fell 19% after the Journal article published on Wednesday and are down
39% this year.

Mr. Glassman said Friday he intends to “see what can be done to reverse that damage.”

Catalyst funds continued to buy shares in Callidus during the second quarter,
according to the earnings report, providing a level of support for the stock.

Write to Rob Copeland at rob.copeland@wsj.com

Copyright © 2020 Dow Jones & Company, Inc. All Rights Reserved

This copy is for your personal, non-commercial use only. To order presentation-ready copies for distribution to your colleagues, clients or customers visit
https://www.djreprints.com.

https://www.wsj.com/articles/canadian-private-equity-giant-accused-by-whistleblowers-of-fraud-1502307145?mod=article_inline
mailto:rob.copeland@wsj.com


4/27/2021 Black Cube Was Paid ‘Large Amount of Money’ to Improperly Discredit Judge, Court Rules - WSJ

https://www.wsj.com/articles/black-cube-was-paid-large-amount-of-money-to-improperly-discredit-judge-court-rules-11617210208?page=1 1/4

This copy is for your personal, non-commercial use only. To order presentation-ready copies for distribution to your colleagues, clients or customers visit
https://www.djreprints.com.

https://www.wsj.com/articles/black-cube-was-paid-large-amount-of-money-to-improperly-discredit-judge-court-rules-11617210208

CANADA

Black Cube Was Paid ‘Large Amount of Money’ to
Improperly Discredit Judge, Court Rules
Israeli investigative group was hired by private-equity �irm for e�ort code-named ‘Project Maple Tree’

to embarrass Canadian judge, Ontario court �inds

The London of�ice of Israeli private investigation �irm Black Cube, which has elicited damaging
information about clients’ business or legal rivals, with mixed success.
PHOTO: RAPHAEL SATTER�ASSOCIATED PRESS

By 
March 31, 2021 1�03 pm ET

Jacquie McNish

Black Cube, a secretive Israeli investigative firm, sought to embarrass a judge who made
an unfavorable ruling against a financial-firm client for a fee of as much as $11 million,
according to an Ontario court ruling.

The client, Toronto private-equity firm Catalyst Capital Group Inc., agreed to pay the fee
to Black Cube, which dispatched agents to discredit a Canadian judge and a rival firm in an
effort code-named “Project Maple Tree,” the ruling said.

Listen to this article
6 minutes
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The ruling, by Judge Cary Boswell of the Ontario Superior Court of Justice, provided a
rare peek into Black Cube’s workings and fee arrangements. The private investigative
firm, often referred to in media reports as a “private Mossad,” has helped corporate
clients by covertly eliciting damaging information about competitors or legal opponents,
with mixed success. Mossad is an Israeli intelligence agency.

The decision is the latest development in a long-running dispute between Catalyst
and competitor West Face Capital Inc. West Face, which was a target of the Black Cube
investigation, sought a court order compelling Catalyst to produce documents relating
to the probe.

A Toronto lawyer for Black Cube declined to comment on the decision or discuss any
details relating to its contract with Catalyst or other clients. Black Cube said that it has
“engaged only in legal activities” and that its methods are supported by legal experts to
ensure it observes laws in every jurisdiction where it operates.

The ruling said Catalyst wasn’t aware of and didn’t approve of what Judge Boswell
described as Black Cube’s investigative techniques to deceive West Face or the Canadian
judge, Frank Newbould.

Catalyst declined requests to respond to questions about Judge Boswell’s ruling, which
was issued Jan. 11 but banned from public release until March 25. In an emailed
statement, Catalyst said it “believes it is highly inappropriate to report on this matter

Toronto-based private-equity �irm Catalyst agreed to pay Black Cube a base fee of $1.5 million and a
maximum of $11 million under a bonus system, the court ruling said.
PHOTO: CHRIS HELGREN�REUTERS
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without a full review and consideration” of documents the company “produced at the
direction of Justice Boswell.”

Catalyst agreed to pay Black Cube a base fee of $1.5 million and a maximum of $11 million
under a bonus system, the ruling said. Details of the bonus system weren’t disclosed.
Black Cube is a private company and doesn’t discuss information about its fees or
operations.

Catalyst sued Black Cube in January alleging it conducted a reckless and negligent
investigation. The Black Cube lawyer declined to comment on the suit, which is pending.

Mr. Newbould, who retired as a judge and now works as an arbitrator, declined to
comment.

A team of Black Cube agents in 2017 lured Mr. Newbould and current and past employees
of West Face to meetings to induce them to make embarrassing or indiscreet remarks that
were secretly recorded, the ruling said.

The Black Cube engagement came after Catalyst in 2016 had publicly accused Mr.
Newbould of “severe indications of possible bias.” The accusation followed an unrelated
case in which Judge Newbould dismissed a legal claim by Catalyst against West Face and
criticized testimony from a Catalyst managing director, who is Jewish.

That managing director, Newton Glassman, flew to London in September 2017 to meet
with investigators who were mostly Black Cube employees, Judge Boswell said in his
ruling. A member of the investigative team said the “mission priorities” of the
investigation were to disparage Mr. Newbould and West Face, the ruling said.

Days after that London meeting, an employee working for another Israeli firm hired by
Catalyst emailed a Black Cube employee that Mr. Newbould had been targeted “to prove
he’s a racist, a depraved anti-Semite, and trying to find information that could paint him
in as negative a light as possible,” according Judge Boswell’s ruling.

That same month, a Black Cube employee impersonating a businessman invited Mr.
Newbould to a Toronto restaurant for dinner and prodded him to make negative remarks
about Jewish people while the conversation was secretly recorded, according to the
ruling. Mr. Newbould was then retired as a judge.
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Judge Boswell said that although there was no evidence Mr. Newbould is biased, Black
Cube was “being paid a very large amount of money” to embarrass a judge who made a
ruling Catalyst didn’t like.

Judge Boswell said methods used by Black Cube agents to damage Mr. Newbould’s
reputation and obtain confidential West Face information were such an “affront to
justice” that he ordered Catalyst to publicly file with the court all correspondence and
documents relating to the investigation.

Mr. Glassman didn’t respond to a request for comment on the London meeting or Judge
Boswell’s ruling.

A spokesman for West Face said it was pleased with the ruling.

Catalyst sued Dow Jones & Co., which publishes The Wall Street Journal, and Journal
reporters Rob Copeland and Jacquie McNish for defamation over an August 2017 article,
and named Mr. Copeland, West Face and more than 20 other co-defendants in a separate
lawsuit alleging a short-selling conspiracy also related to the 2017 article.

The Boswell ruling arises from a counterclaim brought by West Face against Catalyst and
Black Cube in the short-selling conspiracy lawsuit.

A Journal representative has said the news organization is “confident in the fairness and
accuracy” of its reporting. These cases are pending.

Write to Jacquie McNish at Jacquie.McNish@wsj.com

https://www.wsj.com/articles/canadian-private-equity-giant-accused-by-whistleblowers-of-fraud-1502307145?mod=article_inline
mailto:Jacquie.McNish@wsj.com
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 1                   A.   No, that is what it says.

 2 265               Q.   And you agree with that statement?

 3       Like it is accurate, as far as you know?

 4                   A.   Yes, to the best of my knowledge.

 5 266               Q.   And you don't dispute that

 6       Callidus's financial statements were audited by

 7       KPMG?

 8                   A.   No, I do not dispute that.

 9 267               Q.   And then the 25th paragraph of

10       this article says:

11                        "Then in March 2016, Catalyst

12                   transferred C$101 million to

13                   Callidus for Xchange, 'an amount

14                   equal to the total outstanding

15                   principal plus accrued and unpaid

16                   interest,' filings show."

17                   Do you see that?

18                   A.   Yes.

19 268               Q.   So was it your understanding that

20       in March 2016 Callidus had recorded the Xchange

21       investment as an asset held for sale at Canadian

22       101 million?

23                   A.   Yes.

24 269               Q.   Now, page 52 of the IPO prospectus

25       seems to have caused you and Mr. Copeland some
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 1       the reporting of that asset, the dollar number,

 2       kept escalating.

 3 323               Q.   Does that complete your answer?

 4                   A.   Yes, sir.

 5 324               Q.   So you have already told me that

 6       prior to the publication you knew that KPMG audited

 7       Callidus's financial statements, and you have told

 8       readers in paragraph 27 that McFarlane has serious

 9       concerns about the integrity of Callidus's

10       accounting around XTG.  But you didn't tell readers

11       that KPMG had audited those financial statements,

12       audited their accounting.  Why was that omitted

13       from the article?

14                   A.   It was not the focus of our story.

15 325               Q.   Serious concerns around the

16       accounting and the integrity of XTG by Callidus,

17       and you omitted KPMG had audited those financial

18       statements because - and I am just looking at the

19       transcript here - it wasn't the focus of our story;

20       that is your answer?

21                   A.   This story was not about the

22       auditors.  It was about Callidus and how they

23       reported it.

24 326               Q.   Does that complete your answer on

25       that question, Ms. McNish?



They are now under investigation by JSOT which is the joint something task force up in Canada which consists of 

mounty police 

The principal keeps threatening to sue if they release an article...retuers has had it for 2-4 weeks....theyve been 

snagged for like 2 weeks... the borrowes that feel like they've been screwed 

Ontario securities commission and the rtmp 

$6B including the publicly traded fund... they own 2/3 of the company 

Provincial securities regulators...if rcsnnp is involved its criminal 

Bruce lipsy freelance guy who wrote some article on callidus...globe and mail has been sitting on it for six 

months...ton of information on bororwers and loan levels and hwat im getting at is I don't tknow if the journal 

works with freelancers at any point theres probably an opp at any point 

Wehave email chains confirming meetings, reviewing materials from jsot, have word from other regulators that 

they are investigating its just the agency itself isn't going to send a formal letter 

Lesser regulators: three in Canada are rcmp, osc and then Toronto police department which focuses on serious 

fraud....they are actually fairly communicative the latter so maybe don't put them out there but maybe yes 

All 3 have been emailing and setting up materials and meetings and such 

One other regulator where we've submitted and we're on books there but we don't know if they are going to be 

communicative...another regulatory body that we have a good relationship with and a good dialogue and I cant 

blow that one up 

Jsot is the most communicative 

From all the questions they've asked they've been mainly focused on callidus itself and their lending 

practices..the view is they are being investigated for predatory lending practices which is what all the borrowers 

complained about...also reviewing materials related to valuation...its mostly accounting manipulation and 

valuation fraud 

Talk to Darrell issa or something...don't quote the emails themselves but you can use if for whaever reason if you 

get sued by glassman...yesyou can say according to correspondence reviewed by the wall street journal... 

On background: 

Darryl: 416-879-6965 

The guy simply threatens...the Canadian media we have different libel laws so you just have more reiticence to 

write anything that could lead to anything...canadian Bloomberg I don't think they had the information that is 
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available now...for clarity purposes obviouslyim affected...we took a loan from callidus and are in court but this 

isn't about that its about catalyst 

You've got companies like xchange technologies where youre holding the loan 

Their marketing efforts 

I can tell you Toronto police investigation I have the words investigation in emails...l have been in 

communication with JSOT which is a new unit that is set up theres a wall between OSC and JSOT...its more a 

policing part of the OSC bc of the Jarvis case they don't share information with each other I can tell you all of that 

but hopefully remain anonymous I can give you all of those emails...you can say you've say you've seen emails 

between Toronto police and JSOT 

Police afraid they are going to play with the evidence...they did confirm as recent as a week ago that the 

investigation is ongoing...JSOT being a regulator will just say no comment but I have communications 

Us regulators are involved 

We had an opp to acquire a coal mine from james river coal which was in chap 11 we got a really good deal 

when the coal mkt was down and we had irrevocable offers of finance from Huntington bank...we met with 

Dwayne Morrison at callidus he said we don't need personal guarantees...value of assets were appraised at 

185M of course they saw the opp that we saw and we entered into financing arrangements where they only 

needed personal guarantees for a short period of time...basically once you've taken one part of a financing 

agreement from callidus you really cant exit...you have no choice theres a proverbial gun to your head 

Then throughout the loan process constant delays in providing what was due to us and basically it's a very well 

thought out sceherme to deprive ppl of their businesses and their personal assets bc of the consistency in the 

way their loans were managed...exact same pattern quick prose no personal guarantees close on first tranch and 

then personal guarantees come into play.....the businesses are driven into bankruptcy and callidus comes in as a 

credit and they sue you on your personal guarantee...they sue you and hope you exhaust your resources so you 

cant file back...its one of these dirty parts of models but its not a typical asset based lender its definitely 

dfesigned to put you into bankruptcy 

What they didn't count on was somebody like myself who had a legal assistant saying it doesn't feel right bc 

theres got to be other ppl who have been effected by this kind of a loan... 

The person that determined tha value of your asset ends up owning your asset in the end...they didn't bank on 

someone like me ... we looked at a rico we did talk to boles schiller and they were v hot on the case and thenone 

of the cases lost a summary judgment motion on the personal guarantee it was just like whoa 

Been in litigation with them since November 2015 

What is interesting as a journalist they are going to some ppl where there is summary judgment like us and they 

say if you withdraw your appeal and get rid of the fraud allegations and we'll forgive the personal guarantee 

When your lawyers negotiate over 2-3 to omplete a v comprehensive financing arrangement and we ask for 

specific circumstances in which the personal guarantees would fall away and the counsel says im sending you a 

black line version and whatever you asked for is in there but your client needs to sign right away...so we've 
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asked for rectification...we were told were included in the agreement the time that we had to close there was 

pressure to sign so we basically signed something that did not have that 

But the main thing is not just filing a doc ghat says you can take our assets the main thing is if you carry out the 

terms of the loan in coordinance with what you contracted...they delayed...that delay led us to bankruptcy..they 

are very quick to close a loan but not quick to give you money that contractually you are entitled to...they 

purposefully showed an intention that when you make a loan...it's a loan that will result in your bankruptcy, its 

inevitable you're going to go into bankruptcy and they know youre going to go into bankruptcy 

The regulators are looking at what values callidus acquires the assets what values are they selling...somebody is 

losing its either callidus or it's the LPs in catalyst...the fraud and fraud inducement is a smaller issue 

There have been whistleblowers that have complained about fraud and fraud inducement that's been raised by 

regulators but whats going to catch them is the valuation.... 

63% of catalyst money raised is in the US...the fact that its supposedly a $6B fund 

Callidus obtains almost all of its funding from catalyst....callidus makes a loan and the guarantee is supposed to 

cover any principal loss...callidus loses money and then claims on their guarantee from catalyst so it looks like 

callidus never loses money...but the biggest asset of catalyst is callidus 

Most loans they've called on the catalyst guarantee..its sick its balance sheet is sick and then your yield 

enhancements I know the IFRS guidelines... 

I don't think the complexity of this type of fraud has been seen in Canada before...somebody just keeps on 

raising funds you tend to overlook the details 

Never met newt...just met craig boyer whose name is mentioned in every single court ase and I guess hes being 

sued now...bruce lengthstaff has a picture of him...at his recent wedding he didn't allow the guests to take 

pictures of his wife but hes nowhere to be seen...you go to any presentation he has you have to leave your 

cellphone behind 

Same kind of thing as lynn tilton... 

Bruce langstorff is good. Jef fmacfarlane is the former president and owner of xchange technologies....blueberrie 

is launching a $200M lawsuit 

This is NOT about borrowers who have been deprived...they will say rob we need a month or two weeks or three 

weeks and they say we will sue you..what we do know is they are trying to raise fund 6 in septepmber so they 

are going to try to delay 

Darryl@darryllevitt.com 

Whats happeing is callidus is going around to various parties involved in litigation and saying we wont 
executive on the personal guarantees if you withdraw legal proceedings 

Bc police investigation is focusd on common law...they've done this to gary smith from fortress and they've 
also done this to esco marine...the regulators are looking more at securities frauds the police are looking at 
common law frauds 

lye been telling gary smith to file criminal complaint .. but the police 
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JSOT is completely separate from the OSC...we filed whistleblowers with OSC ive been communicating with 
JSOT...and I have been in regular contact with toronto commercial crimes unit 

The emphasis here is not just callidus it's also catalyst...the regulators and our cmoplaints have focused on 
securities fraud and valuation manipulation 

Jeff has definitely filed... 

I wouldn't go on record unless you were sued which if you write something you more than likely going to getg 

sued...l don't mind on record at least on jsot it's the police... 

If jeff is willing to go on record... 

Jeff mcfarlane 

Started a company, completed a few acquisitions, ... under pressure from PNC we were forced to do a deal with 

callidus they were one of the only places we could get...the theme is overcommit and underfund..tey have no 

concern about companies bleeding out earnings if it weakens the equity ... it often becomes circumstanees of 

their own making...we were looking for millions but a week before ..glassman puts a million dollar block on our 

ABL line arbitrarily...that had the effect of knocking out 60-70% of liquidity so it was a series of 

misrepresentations how much they could lend how fast they could lend 

We started that relationship in oct of 12 and by may it was pretty obvious they didn't want to lend they wanted 

the company...from there we went to war and resulted inthem deciding that they would really constrain luquidty 

and they put it into a rocess whereby they could shed the unsecured debt...they credited the deal for $37M US 

they made some serious misrepresentations in their IPO prospectus released in 2014 so ive been tracking closely 

how they misrepresent their practies how they value assets ... what they ultimately did with my businesses were 

the grounds for my OSC whistleblower complaint. ... they said they've be out o receivership by Christmas but it 

took 15 months didn't exit until 2015...they exited receivership and finally hit the callidus balance sheet as an 

asset held for sale as an asset for $66M...and as a subsequent event for feb 16 financial statements and 

announced they had sold it to catalyst funds II and Ill for 101M, accrued interest all along the way...the loan neer 

went on a non accrual status... essentially misled callidus shareholders by $25M just one account and one 

loan..then they sold it to LPs that misrepresentation is 

Their prospectus said they had realized no losses in the portfolio...the company is now probably a 15-20m 

business it has never and money under callidus... 

If the money flow cuts off this hosue of cards comes down...if yo look at the sum of the assets acquired over past 

3 years its over $300M..loses of over $100m against a portfolio of 

I started a new company so they sued me, my wife, my warehouse employees anybody who used to work for 

me...and they've been successful to a degree...we filed the whistleblower claims..the former borrower group...4 

in the US one more in Canada....we were close to landing $15M of litigation funding with a top shelffirm boies 

schiller and they got cold feet 

Craig may have filed...but kevin baumann also filed 
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I was the first one through the gate...with the OSC I don't think they have any obligation to communicate with 

the whistleblower but I would say if you were to read the content of my whistleblower complaint and stack it up 

of what the OSc continuous disclosure review demanded of callidus 

They manufactured earnings and called them yield enhancements..they were fored tor everse earnings 

I filed osc claim November 16 and was the first one.... 

He hasn't been talking to JSOT but Darryl is....i produced the charts for him...most of the Canadian borrowers 

contributed to the US file 

Interest level from law enforcement is v high... 

Its clearly an issue 

919-279-0443 fwds to mobile...don't worry 

Jacqui: Kevi baumann is alken and I was told b Confid 
ental 

that he was in serious financial condition 

Jeff: Xchange started its relationship with the $12M buyout of the pnc note in 2012..then 22m credit facility 

later...went above and beyond that by early 2013 

Nate: Boies schiller did not fund anything it was something that had been discussed .. all the borrowers were 

thinking about whether they wanted to do a class action but boies schillerdidn't wind up doing it...l believe from 

there they wanted to see if they filed something together...but everyones cases is so diff theres no opportunity 

Our counsel says they have been...I don't think that our matter is going to be settled in a week....or if you do sit 

down in a week the questions are going to he limited be if you look at all their earnings transcripts they really asy 

that's just not public information, yes we're not prepared to tell you 

Blueberrie 

As aprt of our settlement negotiations they've asked us to secretly gie us the names of the ppl involved in 

leading the charge againt them...ive explained to our counsel id rather go bankrupt...that's their precondition to 

a settlement...they asked if we were involved in leading the charge against them by the OSC....this was v recently 

over the last couple days...it was based on todays ... our cases that deals with fraud and inducement will be dealt 

with in court...I think they want to be able to establish a competent complaint....bc the best defense is an offense 

I think a week is them trying to buy time 
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Lipsay has a 6k word thing at end of summer in globe and mail newspaper not the business section...reuters has 

been calling 
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From: Jeff McFarlane <jmcfarlane@triathloncc.com>
To: Tony Griffin <tony.griffin@westfacecapital.com>
Subject: Following up
Sent: Tue, 1 Sep 2015 17:07:51 +0000

Tony I'd like to get a sense if there's still a possibility of getting a deal together with West Face. 

I appreciate its on the small end of what you do, but we're now in a place where we can quickly scale the business and I 
need to make this capital raise a high priority. West Face is uniquely positioned to understand the past history and the 
characters involved. I'm confident we will grow quickly and profitably with the right capital structure. Beating Callidus will 
be a fringe benefit. 

The immediate need is only in the range of $2M but could quickly scale to $5M+ with a combination of organic growth and 
acquisition activity.

There's a range of solutions here, but wanted to see if you would be interested in a deal structure with convertible debt - 
which I think  you or Greg mentioned before.  If you guys would back me with $2M to accelerate our growth in return for a 
reasonable cash yield and the option to convert to a 20% equity stake in the business, if you like what you see, I'd be 
interested in exploring this with you. 

Inside of two years the BS with Callidus should be behind us and traditional bank financing could take out the note - if that's 
what you want. 

I will be in Toronto for the next few days if you have time to get together or discuss. 

Regards,
 
Jeff McFarlane
T: 919-813-7788    F: 919-926-1149
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Broken Bridge Research

Callidus Capital Corp (TSE:CBL): Opaque

Portfolio, Questionable Disclosures, Buyer

Beware

• Privatization Process Appears Stalled or Dead

• Near-Term Debt Maturities Could Suggest Severe Downside

• A Reported $350m Loan to Fund Venezuelan Drilling Represents an Unknown

• Low Level of Disclosures Should Give Shareholders Real Reason for Concern

Introduction
In this report we seek to share with investors our key questions, concerns, and observations relating

to Callidus Capital, a lender to mid-market companies in need of non-traditional financing. We believe

that the apparent delay in the company's privatization process could cause near term disruptions, and

that investors are in need of greater disclosure by management on portfolio holdings, impairments,

and loan valuation.

Privatization Process Appears Stalled or Dead
On October 31, 2016http://calliduscapital.ca/2016-11-03-Callidus-Capital-Reports-Results-for-Third-

Quarter-2016, Callidus announced that Goldman Sachs would be leading a privatization process that

it "expected to be completed before the end of the second quarter of 2017." That target date has come

and gone, and on June 29, 2017 instead the company detailed how an unnamed placement agent and

advisory firm had been retained in order to explore the "potential pursuit" of structuring Callidus as

a private debt fund. The release noted just how green the concept was by stating "no proposal for any

`private debt fund' has been received nor has this alternative been reviewed by the Special Committee

of the Board of Directors established in connection with the privatization process." Given the above,

we have little confidence that the company is nearing the successful culmination of a privatization

process.

Callidus Could Have a Near-Term Liquidity Problem
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The delay in the process could have short-term ramifications. Callidus's most recent quarterly results

reported on Mav 3 2017 indicate that the company has a substantial amount of debt maturing in July,

September, and October of this year. From the filing:

• In January 2017, the Company extended the revolving period of its revolving credit facility by

six months to July 2017 and amended the amount of the facility to US$275 million with an

expandable feature to increase it to US$325 million if requested, subject to lender approval.

All other terms remain substantially unchanged.

• In March 2017, the Company extended the maturity of its senior debt from March 2017 to

the earlier of September 2017, and the date when a privatization transaction closes. All other

terms remain substantially unchanged.

• In March 2017, the Company extended the maturity of its revolving unsecured subordinated

bridge facility from April 2017 to October 2017. All other terms remain substantially

unchanged.

Note that the bridge facility due in October is provided by Catalyst Capital. Given that Catalyst and

Callidus are under common control, we view this as a lower refinance risk. Regardless, given that the

company has experienced two successive quarters of net losses on an IFRS basis, any further

business headwinds could lead to a loss or adverse modification of its other credit facilities.

A Reported $350 Million Credit Line to Finance Venezuelan

Drilling Projects Represents a Material Unknown
One such potential headwind is the company's loan to Horizontal Well Drillers (HWD), a U.S.-based

oil services company that Callidus has lent to. In September 2016, Reuters reported that HWD

received a $350 million 48-month credit line from Callidus Capital to fund a $1.29 billion contract to

drill oil wells in Venezuela for PDVSA, Venezuela's state-owned oil company.

Given Callidus's market cap of $750 million, we view a $350 million credit line as being extremely

material. We are also wary of the high potential for political risk when investing in projects in nations

undergoing social austerity, as well as political and economic turmoil. As is widely known, Venezuela

is in the midst of a severe political and economic crisis with near-daily protests, hvperinflation, and an

opposition that in May of this year threatened to not honor debt issued by PDVSA.

Despite all of the above, the project appears to be continuing. On Ink 14, 2017, Venezuelan President

Nicolas Maduro oversaw a signed memorandum of understanding between HWD and PDVSA. Less

than 2 weeks later, on July 26, 2017 Reuters reported that the Trump administration had issued

sanctions against senior officials at PDVSA, amongst others. The administration has also floated the

possibility of banning -Venezuelan oil imports into the U.S. altogether. In light of these events, we

have heard little on Callidus potential exposure to the above.
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The last 'update' we were able to locate on HWD leaves us uninspired. In a statement of defence and

counterclaim by Callidus in response to a lawsuit by a former employee, Craig Boyer, Callidus claims

they had discovered several "concerns" with Boyer's performance, including "failing to monitor loans

in his portfolio", that he had "encouraged certain portfolio companies...to artificially inflate the results

shown on their financial projections and financial statements". Specifically, in relation to HWD:

"Boyer had directed one company in his portfolio (Horizontal, as defined below) to create a

letter on fake Callidus letterhead purporting to make financial commitments on Callidus'

behalf, and then to sign the letter for Boyer, even though Boyer did not have authorization

from Callidus to make any such commitment or provide such a letter."

The counterclaim seeks $150 million in damages, among other demands. The counterclaim further

went on to state (as shown below) that Calldius had suffered damages in at least that amount, suggesting

the potential for significantly higher damages:

40. Asa result of Bayer's breach of his fiduciary duties and wrongful resignation, Callidus has

suffered damages at least in the amount pleaded above, further particulars of which will be

provided prior to trial.

We believe now would be an appropriate time for Callidus to let investors know what kind of exposure

the company has to HWD and/or the political risk presented by HWD's projects in Venezuela.

On a related note, our review of Callidus's interaction with HWD elicited several other questions we

believe could be deserving of additional disclosure. HWD appears to have purchased a different

Callidus bankrupt portfolio company, Leader Energy Services LTD ("Leader"), in a transaction that

does not appear to have been disclosed to Callidus's investors. Leader was an oilfield services company

that experienced a decline due to the collapse of oil prices in 2014. By August 2015 the company was

deemed bankrupt. As Leader's largest secured creditor, Callidus was owed $12.7 million as of a

February 19 filing.

A subsequent bankruptcy filing suggested that Callidus had overextended itself on the loan:

"Callidus materially over advanced funds to Leader as a result of the rapid deterioration of the value

of Leader's machinery and equipment."

As a means of liquidating such machinery and equipment collateral, Hilco Industrial ran an auction

for dozens of pieces of Leader's equipment. The auction specified the removal deadline of January 9,

2015, suggesting that the auction took place before Leader's formal February bankruptcy was deemed.

A September 15 1̀1 filing reiterated that Callidus was owed $12,720,269. Then, a September 19' filing

with the receiver shows the following entry:
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STATEMENT OF PROPERTY

As at September 10, 2015 the Company's hooks arid records indicated cash (letter of credit) of $168,000.
The Agent obtained the release of the letter of credit.

As at the date of the receivership, the Company's books and records indicated accounts receivable of
approximately $68,000. The Agent collected approximately $69,000.

The Agent entered into a sale agreement with Horizontal Well Drillers for the assets of Leader. The value
of the sale was equivalent to the amount owed to CallIdus. 

In other words, it appears HWD assumed the remaining assets of Leader for the precise value of

Callidus's loan.

A Uniform Commercial Code (UCC) filing in Oklahoma (where HWD is based) details that Callidus

still has an active secured interest for collateral owned by Leader. The filing details 42 assets, including

trailers and heavy equipment, as well as "all computers, spare parts, auxiliary and miscellaneous

equipment." We would be interested to hear from Callidus how the sale was structured and how the

sale price was determined, whether heavy equipment was in fact was transported the 1,800 miles from

Alberta to HWD's Oklahoma headquarters, and whether Callidus had at any point assumed a write-

down or provision on the original Leader loan.

A Reliance on 'Yield Enhancements' to Boost Results Gives

Us Pause
On the subject of provisions, we believe management has signaled potentially significant headwinds

in the loan portfolio through its discussions about 'yield enhancements'.

Yield enhancements were described by Callidus's CEO, Newton Glassman, on the Q1 2016 earnings

call:

"...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."

Yield enhancements therefore arise when Callidus and a client renegotiate the terms of their original

deal. Callidus agrees to modify the terms in exchange for additional concessions to Callidus. On that

same call Glassman stated "a quarter of our portfolio is getting yield enhancement above and beyond

what's in our normal term sheets."

On the 2016 Q2 conference call, Glassman reiterated the importance of yield enhancements, stating:
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"Yield enhancements are unequivocally and undeniably a fundamental, ongoing, repeating part

of the business for a company such as Callidus."

While the concept of yield enhancements had been presented in a positive light, on the Q3 conference

call CFO Dan Nohdomi provided a more sobering view. He referred to "yield enhancements" and

"provisions," i.e., loan loss provisions, as "two sides to the same coin." According to the transcript of

the call:

Dan .Nohdorri
ciikr ": e +', ;ere Wee Redden Makeisualtae Caw.

Weft, t vd.:Duld 5ay two things about provisions, and then, David, you can add to it Of tell me Frn wrong. But I see

prmisions and yield enhancements as two sides of the same coin. You can't have a provision unless there is a

process or an impairment in the value, which in tum would mean that we are by definition increasingly concerr.ed
anti increasing our influence in that business. But similarly, once we become n-,cre involved in a business or there

is a default under the terns of its indenture, we are triggehng the possibiIitylor yield enhancement by definition.

Nohdomi's statement concedes that the prospect of a 'yield enhancement' only arises when the

company is "increasingly concerned" about a business and when there is "a process or an impairment"

in its value. In other words, the company can only 'benefit' from yield enhancements when a portfolio

loan is concerning or potentially impaired.

Given the above, we view yield enhancements as a potential indicator of future impairments. Thus

far, this indicator has seemed to bear out; in November 2016 Glassman reported to Callidus's investors

that more than half of its loans were generating yield enhancements — suggesting that more than half

of those loans may have provisions associated with them. Following those comments, Callidus

recorded a loan loss provision of $86.3 million in the following quarter, the company's largest-ever

loss provision.

In the next quarter (the most recent quarter), the quarterly release indicated that regulators had

apparently taken notice of Callidus's unique approach of prominently reporting non-IFRS measures,

including yield enhancements. The release included a note that the company had "revised its

disclosure" with respect to non-IFRS financial measures in connection with an Ontario Securities

Commission continuous disclosure review:

The Company has revised its disclosure and approach with respect to its use of non-IFRS financial measures this qua,TGT

in this p: CC,??!?E,C.:11 with an Ontario Securities Commission continuous disclosure review. These revisions

to the Company's disclosure, are intended to give greater prominence to IFRS financial measures, consistent with GSA

Staff Notice 52-306 (Revised) — Non-GAAP Financial Measures, and to simplify the overall presentation of financial

results. Certain non-1FRS measures — namely net income, ROE and EPS measures that incorporated unrecognized yield

• errancements and/or excluded provision for loan losses - presented in previous press releases are not included in this

rele.,,,e nor r, ill they ba includes! in future rereases. Therefore, readers should refer to the presentation of non-IFRS

measures in iris press release and not the. presentation included in the March 3Q 2017 press release_ The Company has

worked closely with key stakeholders, including shareholders and auditors, in developing the new presentation

framework which we believe continues to provide our investors with useful and clear insight into the Company's

performance while complying with applicable regulatory requirements. Revised disclosure presentation is provided for

fiscal 2015 and 2016, as well as the current disclosure for the three months ended March 31, 2017.
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We agree that the company's treatment of yield 'enhancements' seems worthy of additional scrutiny.

Bluberi; a $110 Million Question Mark

As one specific example of an apparent yield enhancement we believe is worthy of review, Callidus

announced in the most recently reported quarter that that in February 2017 "Bluberi (a digital slot

gaming company) emerged from formal restructuring proceedings" and that the company gained

control over the operating assets of the company. The company recorded Bluberi's fair value at $110.4

million, which corresponded precisely to the unrecognized non-IFRS yield enhancement value of

$110.4 million at quarter-end.

In the footnotes of the filing, the company noted that assumptions going into the valuation included

"significant new business from a large diversified gaming company in Canada that is commonly

controlled by the Catalyst Capital Group." The note also referenced a potential agreement for the

deployment of 7,000 slot machines with a commonly controlled enterprise.

Forward-looldng
Statements

Assumptions Ris kFactors

Significant Future
Events/Milestone
Assumptions to Support
the Top End of the
Valuations

Updates for
the Current
Lear

Fair value of
controlling
interest in
borrower
expected to
recognize into
income upon
disposition is
estimated at
S110.4 million
on lYtarch 31,
2017,

The valuation technique used a
discounted cash flow with the following
significant unobservable inputs and
estimates:

(1) Risk adjusted disccamt rate: 16.5%
(2) Long term growth rate: 10.0%
(3) Amnia' average EBITDA: 530.4
million
(-1'.. Sipificant new business from a large
diversified gaming company in Canada
that is commonly controlled by the
Catalyst Capital Group Inc.

Sigaific ant r.-.1: factors that could
cause a i:ual result; to differ
materially from the estimates used in
the valuationinclude the borrower's
ability to secure new business from a
large diversified gaming company in
Canada, the borrowers' ability to
achieve the forecasted EBITDA
targets, competitor risk and
unexpected changes in working
capital requirements. A 10%
decrease or increase in the cashflows
would result in a valuation range
between SS7.7 million to $133.2
million.

(I) can, clu,, acct commonly
controlled enterpn:e are
able to reach an arreement
for deployment of 7,000
slot machines
(2) Borrower is able to
achieve forecasted results

Callidus
obtained
control of the
underlying
borrower

We believe the gaming company referred to in the note is Gateway Casinos and. Entertainment Limited

given the description provided and Gateway's majority ownership by Catalyst Capital Group. On

Gateway's about page, we see that the company has only 9,800 slot machines total as of this writing,

suggesting that Bluberi's gaming machines would need to account for over 71% of Gateway's current

slot lineup.

On the conference call, COO David Reese discussed the timeframe over which the 7,000 machines

would be deployed: "the 7,000 machines are spread over a relatively tight timeframe but not done in

one day." When asked to elaborate on the expected timeframe, Glassman took over and stated "that's

just not publically disclosed and we're not going to discuss it". Presumably investors are therefore
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expected to believe that Bluberi will be able to develop and sell 7,000 slot machines in a relatively tight

timeframe.

A document from Bluberi's bankruptcy receiver dated October 25, 2016 provides some insight into

this assumption. From the document we see that the company expected receipts from 820 machines

located throughout the United States, in addition to $783,211 in revenue from new sales & service of

machines:

2. Receipts:

2.1. Biuberi will operate, utilize and administer its own cash management system, under

the supervision of the Monitor, and per the Initial Order, as amended and restated,

not be required to use the blocked accounts described in the Callidus credit

agreement.

2.2 Projected receipts consist of:

2.2.1. Continued collection of royalties and service contract fees from

approximately 820 electronic gaming machines (" EGM') placed in casinos

located throughout the United Slates;

2.2.2. Collection of sales (A/R and new sales) of $783,211 mainly from new sales

of EGMs and service, licensing and royalty revenues from the contract with

AGS;

2.2,3. Collection of GST tax credits of $63,160; and,

2.2.4. Collection of the proceeds of the sale of the "redemption gaming business"

to Primero of $2,683,800 (US$2,130,000). The execution of this sale will

be subject to Court approval.

It is unclear to us how many machines Bluberi has produced in the interim, or whether they have

substantially increased their capacity to produce machines. Based on the above however, we believe

that a 7,000 machine deployment would likely be a significant undertaking for Bluberi over any

timeframe.

It is also unclear to us whether Bluberi has the diversity of depth in its gaining lineup to supply a

substantial proportion of Gateway Casino's games. Bankruptcy documents filed by Callidus dated

November 16, 2015 indicate that one of Bluberi's underlying issues was that its game lineup had not

resonated with its target audience. Per the filing, "Bluberi's games were either too complex or

inappropriate for the target audience."

A recent Bluberi corporate video makes us wonder whether this situation has yet to be remedied. The

first two "New Games" featured in the video are "Trash Derby", where users attempt to find a

raccoon hidden amongst a series of trash cans, and "Turkey in the Straw" which seemed to involve

matching up farm equipment in order to unlock a turkey playing the fiddle.
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The historical performance of the business that we were able to locate in bankruptcy filings similarly

seems to provide little support for the current valuation. As reported in the same filing detailed above,

the business performance from 2013 to late 2015 underperformed expectations:

Cu ula Ivo 2013 Forecasts Actual

Revenue

Net Income

EBITDA

Deployment

46,355

9,649

25,576

1,832

17,442

(9,661)

(2,590)

324

Cumulative 2014

Revenue

Net Income

EBITDA

Deployment

Cumulative 2015
(9 months)

Forecasts

42,398

4,328

14,334

1,308

Forecasts

Actual

22,175

(13,783)

(1,860)

1,194

Actual

Revenue

Net Income

EBITDA

Deployment

83,161

8,575

29,961

1,910

14,457

(17,405)

(3,877)

1,712

We were unable to find similar forecasted and actual performance from 2015 onward but would look

forward to an update from Callidus on the interim performance of Bluberi and the full details

supporting Bluberi's $110.4 valuation as of last quarter. Similarly we would hope for additional

transparency on any of Callidus's other future "yield enhancements" going forward.

Disclosure Issues
On the subject of disclosure, another reporting practice that appeared to be rather unique to Callidus

was the lumping together of both loan write-offs and loan repayments in its reporting. Clearly, loan

write-offs and loan repayments are very different outcomes; essentially polar opposite. We found it

surprising therefore that Callidus's earnings releases at times lumped them into the same line as if

comparable. See an example from the Q4 2016 annual report:

Number or Loans is coos)
Year Ended Year Elded Year Ended Year Elded

December 31, DecemLer 31, December 31, Decerabef 31,

GredS LOWS Receivable COMInUity 2015 2015 2015 :016
MOM-

Balance, beginning of period 39 32 $1220115 $ 3317,505

Originations 11 - 255,298

Full repayments or write-offs (15) (4) (243,871'.'',7,.792)

Net funding — 336,949 192,704

Balancer end of period 24. 39 S 1.373,993 $ 1,220,715

As a sanity check, we decided to search for the phrase "Full repayments or write-offs" to see how

many other firms were using this as a metric. When we plugged the phrase into Google we found the

following results:
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Ie "Full repayments or write-offs" Q..

All Nimme Shopping Videos Images More Settings Tools

IPDF1 Download - Callidus Capital Corporation
calliduscapital.caldownload/Q3-16+CBL+MD%26A+9628FINAL%29.pdf
Sep 30, 2016 September 30, 2015. Balance, beginning of period. 39. 32. S 1,220,715 $ 830,505.
Originations. -. 10. -. 154,742. Full repayments or write-offs.

in9Download Caliidus Capital Corporation
calliduscapital.ca/download/Q4-16+CBL+MD%26A+%28FINAL9629.pdf
Dec 31, 2016 - December 31, 2015, Balance, beginning of period. 39. 32. $ 1,220,715 S 830,505.
Originations. 11. 255,298. Full repayments or write-offs.

We sincerely hope that the company breaks out these two metrics going forward, as otherwise it will

be harder to distinguish which loans are successfully paid off versus which are total write-offs. We

believe the distinction is an important one.

As a general comment, we believe the level of disclosure by the company is low. Many lending funds

provide loan-level detail for investors. Similarly, many CLOs report loan-level detail to data services

to allow investors an opportunity to assess the data. In Callidus's case, we do not have a complete

picture of either the loan portfolio or Callidus's new CLO.

Conclusion
We ask the company to thoroughly address the questions and concerns we have outlined here. In

general, we hope for a more thorough and complete disclosure by the company of its portfolio

holdings, the valuation assumptions used by the company and its external valuation consultants, and

on its CLO holdings. At present, we remain unnerved by the sheer amount we do not know about the

remaining portfolio holdings and the basis for the valuation of the portfolio, and therefore hold a

short position. See below for our fn11 disclosure.
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Disclosure:
As of the publication date of this report Contributors to the research in this report and

others that we have shared our research with (collectively, the "Investors') have short

positions in the stock of the company covered herein and stand to realize gains in the

event that the price of the stock decreases. Following publication of the report, the

Investors may transact in the securities of the company covered herein. All content in this

report represent the opinions of the contributor(s), who have obtained all information

herein from sources they believe to be accurate and reliable. However, such information

is presented "as is," without warranty of any kind — whether express or implied.

This document is for informational purposes only and is not intended as an official

confirmation of any transaction. All market prices, data and other information are not

warranted as to completeness or accuracy, are based upon selected public market data,

and reflect prevailing conditions and Contributor's views as of this date, all of which are

accordingly subject to change without notice. Contributors have no obligation to continue

offering reports regarding the company. Reports are prepared as of the date(s) indicated

and may become unreliable because of subsequent market or economic circumstances.

Any investment involves substantial risks, including, but not limited to, pricing volatility,

inadequate liquidity, and the potential complete loss of principal. This report's estimations

of fundamental value only represents a best efforts estimate of the potential fundamental

valuation of a specific security, and is not expressed as, or implied as, assessments of

the quality of a security, a summary of past performance, or an actionable investment

strategy for an investor.

This document does not in any way constitute an offer or solicitation of an offer to buy or

sell any investment, security, or commodity discussed herein, or any security in any

jurisdiction in which such an offer would be unlawful under the securities laws of such

jurisdiction; or of any of the affiliates of the Contributors.

The information contained in this document may include, or incorporate by reference,

forward-looking statements, which would include any statements that are not statements

of historical fact. These forward-looking statements may turn out to be wrong and can be
affected by inaccurate assumptions or by known or unknown risks, uncertainties and
other factors, most of which are beyond the Contributor's control. Investors should
conduct independent due diligence, with assistance from professional financial, legal and
tax experts, on all securities, companies, and commodities discussed in this document
and develop a stand-alone judgment of the relevant markets prior to making any
investment decision.
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 1 140               Q.   Okay, so let's go to paragraph 31

 2       of Nathan Anderson's November 8, so this is

 3       document 76, so we are going to take you to a

 4       paragraph in Nathan Anderson's November 8th, 2019

 5       affidavit.

 6                   So I'll put it on the record, Mr.

 7       Copeland:

 8                        "In or around January or

 9                   February 2017, while I was

10                   conducting my investigation into

11                   Catalyst and Callidus, I contacted

12                   Rob Copeland, a reporter at the Wall

13                   Street Journal, to inform him about

14                   the information I had uncovered, as

15                   I thought the Wall Street Journal

16                   may have an interest in reporting on

17                   that information.  I later provided

18                   copies of the Whistleblower

19                   Submissions, as well as some

20                   supporting documents, to Copeland.

21                   Attached as Exhibit 'O' is a report

22                   I prepared, titled 'Callidus Capital

23                   Corp. (TSE:CBL): Opaque Portfolio,

24                   Questionable Disclosures, Buyer

25                   Beware' and dated July 2017, which
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 1                   is one of the documents I provided

 2                   to Copeland."

 3                   So, Mr. Anderson, is this -- or Mr.

 4       Copeland, sorry, thank you, is this paragraph

 5       accurate?

 6                   A.   Yes.

 7 141               Q.   And if we could go to document 75,

 8       which is Mr. Anderson's supplemental affidavit

 9       sworn on August 17 -- or August 20, 2020, paragraph

10       24, so this paragraph of Mr. Anderson's most recent

11       affidavit says:

12                        "To assist readers in

13                   investigating and verifying the

14                   information in the Whistleblower

15                   Submissions, I meticulously cited

16                   the information on which I relied.

17                   Collectively, the two Whistleblower

18                   Submissions and the Broken Bridge

19                   Research report about Callidus that

20                   I provided to Copeland were

21                   supported by over 210 citations,

22                   referencing documents such as court

23                   records, Catalyst's own marketing

24                   materials, audits, and external

25                   sources including news and public
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 1                   records.  I did this so the

 2                   securities regulators and any other

 3                   readers could independently

 4                   replicate my analysis, conduct any

 5                   further analysis considered

 6                   necessary, and draw their own

 7                   conclusions."

 8                   So with respect to the part that deals

 9       with you, Mr. Copeland, that is:

10                        "Collectively, the two

11                   Whistleblower Submissions and the

12                   Broken Bridge Research report about

13                   Callidus that I provided to Copeland

14                   were supported by over 210 citations

15                   [...]"

16                   That is accurate?

17                   A.   In all honesty, Mr. Dearden, I

18       don't remember how many citations were in that

19       information.

20 142               Q.   Fair enough.  Let's stop it at:

21                        "Collectively, the two

22                   Whistleblower Submissions and the

23                   Broken Bridge Research report about

24                   Callidus [...]" were provided to

25                   you.
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 1                   That is accurate?

 2                   A.   To my recollection, yes.

 3 143               Q.   Okay.  So let's go to document 77,

 4       which is Exhibit O, the Broken Bridge Research

 5       Report that he sent to you, and I am on the first

 6       page.  Can we make it a little larger?

 7                   So the introduction to this report is:

 8                        "In this report we seek to

 9                   share with investors our key

10                   questions, concerns, and

11                   observations relating to Callidus

12                   Capital, a lender to mid-market

13                   companies in need of non-traditional

14                   financing.  We believe that the

15                   apparent delay in the company's

16                   privatization process could cause

17                   near term disruptions, and that

18                   investors are in need of greater

19                   disclosure by management on

20                   portfolio holdings, impairments, and

21                   loan valuation."

22                   So that gives you a -- that is the

23       intro to this report.  And now let's go to the

24       conclusion, which is the second-last page of the

25       report:
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 1                        "We ask the company to

 2                   thoroughly address the questions and

 3                   concerns we have outlined here.  In

 4                   general, we hope for a more thorough

 5                   and complete disclosure by the

 6                   company of its portfolio holdings,

 7                   the valuation assumptions used by

 8                   the company and its external

 9                   valuation consultants, and on its

10                   CLO holdings.  At present, we remain

11                   unnerved by the sheer amount we do

12                   not know about the remaining

13                   portfolio holdings and the basis for

14                   the valuation of the portfolio, and

15                   therefore hold a short position.

16                   See below for our full disclosure."

17                   Now, we highlighted the words

18       "therefore hold a short position".  That wasn't in

19       the Exhibit O itself, Mr. Copeland.  But what I am

20       asking you on this part of the conclusion or this

21       conclusion is what questions did you raise with

22       Mr. Anderson regarding his Callidus report

23       conclusion here?

24                   A.   We are talking about a document

25       that I would reviewed some three and a half years
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 1       ago.  I don't have a specific recollection of

 2       questions based on this specific document.

 3 144               Q.   Okay, and then let's go to the

 4       "Disclosure" on the last page of this document, and

 5       again, that is my highlighting, so:

 6                        "As of the publication date of

 7                   this report Contributors to the

 8                   research in this report and others

 9                   that we have shared our research

10                   with (collectively, the 'Investors')

11                   have short positions in the stock of

12                   the company covered herein and stand

13                   to realize gains in the event that

14                   the price of the stock decreases.

15                   Following publication of the report,

16                   the Investors may transact in the

17                   securities of the company covered

18                   herein.  All content in this report

19                   represent the opinions of the

20                   contributor(s), who have obtained

21                   all information herein from sources

22                   they believe to be accurate and

23                   reliable.  However, such information

24                   is presented 'as is,' without

25                   warranty of any kind - whether
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 1                   express or implied."

 2                   So do you recollect what questions you

 3       asked Mr. Anderson about the short positions that

 4       he held and stood to realize gains in?  Do you have

 5       any recollection of that?

 6                   A.   The same answer as the prior

 7       question.

 8 145               Q.   Okay, let's go now back to your

 9       affidavit on August 17, 2020, paragraph 17.  I am

10       looking at page 412 and you have a sentence:

11                        "I reviewed the information he

12                   provided to me, which was extensive,

13                   detailed, and well documented, but

14                   the WSJ editorial team, Ms. McNish

15                   and I exercised our own independent

16                   editorial judgment about the

17                   allegations made by Mr. Anderson and

18                   others."

19                   I am assuming the next paragraph is 18?

20       I can't see the next line.

21                   Okay, so that was -- so that sentence

22       in paragraph 17, Mr. Copeland, did you produce

23       documents that Mr. Anderson provided to you through

24       a Dropbox?

25                   A.   I produced all documents that I





CONFIDENTIAL AFFIDAVIT OF JAMES RILEY 
Sworn on May 29, 2020 

(Anti-SLAPP Motions – s. 137.1 Courts of Justice Act – The 
Wall Street Journal’s Fraud Articles) 

I, James A. Riley, of the City of Toronto, in the Province of Ontario, MAKE OATH AND 

SAY: 

I. INTRODUCTION   

1. I swear this affidavit to oppose the attempt by the anti-SLAPP moving parties to avoid a trial on 

the merits regarding   The Wall Street Journal’s on line fraud articles published on August 9, 

2017 and  the print version published on August 10, 2017 (the “WSJ Fraud Articles”). 

2. The Wall Street Journal’s website version of the fraud article was disseminated to over one 

million readers around the world with the headline “Canadian Private-Equity Giant Catalyst 

Accused of Fraud by Whistleblowers”. Placed immediately below this headline is a photograph 

of a Toronto Police car parked outside the Metropolitan Toronto Police Headquarters building 

with a photo caption “Canadian Private-Equity Giant Catalyst Accused of Fraud by 

Whistleblowers.” The website version of the fraud article is accessible on www.wsj.com today.  

3. The Wall Street Journal is an internationally renowned financial newspaper and claims that it is 

the largest paid subscription news site on the Internet. The WSJ Fraud Articles falsely accused 

the Plaintiffs Callidus Capital Corporation (“Callidus”) and The Catalyst Capital Group Inc. 

(“Catalyst”) of engaging in fraudulent activities, engaging in criminal activities, violating 

Ontario’s securities laws, deceiving borrowers, artificially inflating the value of some of its assets, 

improper accounting, and other defamatory statements.  
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 1                   alleged fraud."

 2                   Followed by a photograph of a Toronto

 3       Police car parked in front of the Metropolitan

 4       Police Headquarters.  So you wrote that?

 5                   A.   I wrote that, yes.

 6 158               Q.   And your article, the website

 7       article, the online article, is linked with that

 8       "@WSJ Reports"?

 9                   A.   Yes, you can see the box that is

10       under it.  If you clicked on anywhere there, it

11       would take you to the article.

12 159               Q.   Okay.  And why are you tweeting at

13       4:37 p.m., the day of publication, that Callidus

14       shares fell after you reported alleged fraud?

15                   A.   Because it was factual.

16 160               Q.   Well, it will be somebody other

17       than me and you who will decide if it is factual or

18       not, but I am asking why are you telling your

19       followers that the shares of Callidus fell 21

20       percent after you reported the alleged fraud?  Why

21       did you do that?

22                   A.   It is standard practice for

23       journalists at the Wall Street Journal and

24       elsewhere in the U.S. and in Canada to tweet and

25       share their stories on other social media.
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 1                   So far as the share price, I write for

 2       the Wall Street Journal, which is the world's

 3       pre-eminent financial news publication, and it is

 4       standard and expected that we will inform readers

 5       about the securities markets' reaction to our

 6       stories, whether shares rise or fall.

 7 161               Q.   And --

 8                   A.   And you will find it, Mr. Dearden,

 9       in almost every story that we write.

10 162               Q.   And, Mr. Copeland, the reaction to

11       your article was that the shares fell 21 percent

12       that day?

13                   A.   Well, it seems like a reasonable

14       conclusion because of how quickly the share price

15       fell after we published the story.

16 163               Q.   Okay, let me take you to another

17       text that you exchanged with Mr. Anderson.  Which

18       is page 59 of the compilation of texts in document

19       4.

20                   So at the top of that text, August 9,

21       2017, at 3:33 p.m. you text Mr. Anderson to say

22       "It's out", and I take it that is your article is

23       out, published?

24                   MR. TUNLEY:  Can you just blow it up?

25       I think you are right in terms of what the document
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Report Issue Date:  6 November 2017 (for 3 July  2017 through 1 October 2017) 

(in 000’s)

(in 000’s)
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0 0 0
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0 0 0

5 32 37

0 0 0

5 32 37
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DOW JONES GLOBAL 
SALES AND SUBSCRIPTIONS 
REPORT METHODOLOGY 

 

 

6 November 2017 

Background 

Dow Jones (DJ) has used the methodology set out in this document to calculate and report its Global Sales and 
Subscriptions for its Consumer Products. The data is set out in the accompanying Dow Jones Global Sales and 
Subscriptions Report (the “Report”). The Report incorporates the average by publication across each 3‐month 
period. The period covered by this Report and methodology is the period 3 July 2017 through 1 October 2017 
(“September 2017 Quarter”). As an example, The Wall Street Journal Americas average sales is an average of all 
Monday to Friday and weekend issues published in the period reported. 

DJ has engaged PricewaterhouseCoopers LLP UK (PwC) to provide independent assurance over DJ’s methodology 
for calculating and reporting the global sales and subscriptions. PwC’s independent assurance opinion is set out on 
the final page of this document. 

Directors’ Statement 

The directors acknowledge their responsibility for establishing an appropriate methodology for the data in the 
Global Sales and Subscriptions Report, for selecting dates for the reporting of the Global Sales and Subscriptions 
data and for ensuring that the Global Sales and Subscriptions data is prepared and reported in accordance with the 
methodology. 

The directors of DJ can confirm that the Global Sales and Subscriptions data has been prepared in accordance with 
the methodology, and believe that the methodology is a reasonable and balanced basis on which to measure the 
data. 

Report Components 

The report is divided into two primary sections: 

 Sales which reports all the units of each product distributed to users of the product who have either paid, 
requested or received the product for no cost. 

 Subscriptions which reports all the units of each product for which a specific recipient can be identified or 
which represents access to products within an organization or customers of an organization on an 

ongoing basis. 
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Each primary section includes the following publications, as identified in the two categories below: 

The Wall Street Journal including The Wall Street Journal published in the US; The Wall Street Journal published in 
Europe and The Wall Street Journal published in Asia.  

Dow Jones Media Group includes Barron’s, Financial News, Private Equity News and MarketWatch. 

Each component and the method of calculating the data is described below. 

The Wall Street Journal 

This category consists of The Wall Street Journal – Americas, The Wall Street Journal – Europe and The Wall Street 
Journal – Asia.  

Within the print component of each product, the data represents individual subscriptions, single copy sales 
(newstrade), corporate, education, amenity, qualified and verified sales and subscriptions. 

Within the digital component of each publication, the data represents individual subscriptions, corporate, 
education, sponsored and amenity sales and subscriptions. 

The data across print and digital is de‐duplicated to a reasonable extent based on subscriber information. It is not 
possible, using subscriber data, to de‐duplicate (as an example) a subscriber who may also purchase a single print 
copy.  

All publications sell print/digital subscription bundles to the same publication. In those cases only one subscription 
is counted in this report. Where two separate subscriptions of a single title or subscriptions to multiple titles are 
sold, each is considered a sale as they are separate transactions.  
 
Excluded days: The Alliance for Audited Media (AAM) continues as  the circulation audit agency working with The 
Wall Street Journal – Americas. AAM has rules governing how an issue may be excluded from reported averages. 
When a qualified excluded day is known prior to finalization of that quarter’s Report, the circulation for those days 
is excluded from the averages reported.  
 
The following publications and components are included: 
 
The Wall Street Journal – Americas 

 Published Monday to Friday and Weekend 

 Non‐publishing days in September 2017 Quarter 
o 4 July 
o 4 September 

 
The Wall Street Journal – Europe   

 Published Monday to Friday 

 Non‐publishing days in September 2017 Quarter ‐ None 
 

The Wall Street Journal – Asia 

 Published Monday to Friday 

 Non‐publishing days in September 2017 Quarter ‐ None 
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Consumer digital subscriptions are delivered to subscribers of all products in one of two forms: 

 Digital Replica – a complete reproduction of the printed edition of the newspaper. Currently used in the 
Asia Edition of the Wall Street Journal. 

 Digital Non‐Replica – an edition that maintains the basic identity of the newspaper/magazine with similar 
editorial/advertising content.  

 

Dow Jones Media Group 

This category consists of Barron’s, Financial News (including Private Equity News) and MarketWatch. All products 
within this category have both a print and digital component except for MarketWatch which is digital only.  

Within the print component of each product, the data represents individual subscriptions, single copy sales 
(newstrade), corporate, education, amenity, sponsored, qualified and verified sales and subscriptions. 

Within the digital component of each publication, the data represents individual subscriptions, corporate and 
education sales and subscriptions. 

The data across print and digital is de‐duplicated to a reasonable extent based on subscriber information. It is not 
possible, using subscriber data, to de‐duplicate (as an example) a subscriber who may also purchase a single print 
copy.  

All publications, except for MarketWatch, sell print/digital subscription bundles. In those cases only one 
subscription is counted in this report. Where two separate subscriptions of a single title or subscriptions to 
multiple titles are sold, each is considered a sale as they are separate transactions.  
 
The following publications and components are included: 
 
Barron’s 

 Published Weekly with a Monday cover date 

 Non‐publishing days in September 2017 Quarter ‐ None 
 

 
Financial News (including Private Equity News) 

 Published Weekly with a Monday cover date 

 Non‐publishing days in September 2017 Quarter  
o 28 August 

 
MarketWatch 

 Published in the form of four newsletters; each with its own price structure. Subscribers may purchase 
one or more newsletters.  

 Newsletters 
o Option Trader 
o Retirement Weekly 
o Revolution Investing 
o Technical Indicator   

_________________________________________________________________________________________ 
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On occasion management may elect not to claim and report the maximum possible number of sales and 
subscriptions, to better reflect long‐term trends.  
 
This methodology may be updated as required. Updates to the methodology will be required when definitions 
change; when publications are added or deleted; or for clarification. 
 
Sales and subscriptions for which no payment is received are restricted. For the period of this Report the volume of 
such sales and subscriptions should be less than 5% of Global Sales and Subscriptions. 

 

Glossary 

Subscriptions: a product for which a specific recipient can be identified or which represents access to products 
within an organization or customers of an organization on an ongoing basis. Corporations ordering for a group of 
designated employees = subscriptions.  Hotels ordering copies for hotel guests = not countable as subscriptions. 
Sales types that do not qualify as subscriptions are: Single Copy Sales and Amenity along with a segment of Verified 
and Education sales. 

Product Format and Counting: All publications, except MarketWatch (which is sold in digital form only) are sold in 
print/digital bundles or digital only bundles. The digital edition is accessible for most subscriber plans, through 
online, tablet and mobile. For purposes of this Global Sales and Subscriptions Report only one unit is reported for 
each bundle sale. As an example, a print/digital bundle is reported as print only. This Report includes only unique 
sales and subscriptions. There is no double counting unless an individual makes a separate decision to purchase a 
print edition and a digital edition. Where more than one copy or subscription is ordered, the amount of copies or 
subscriptions purchased are counted as sales, i.e. 10 copies = 10 sales.  All types listed below are included as global 
sales in the Dow Jones Global Sales and Subscriptions Report.  
 
Geographic Location of Sales/Subscriptions: For the avoidance of doubt, the geographic location of sales or 
subscription shall be the billing address of the customer, i.e. if a US company orders 100 subscriptions, and the 
billing address in the US, then all 100 subscriptions will be counted in the US figures, regardless of whether that 
company has international employees who may have access to those subscriptions. For free subscriptions the land 
address is used to determine the location. 
 
Paid Home Delivery/Subscriptions: Purchased by individuals at not less than lowest currency denomination in 
country sold, e.g. $0.01 in the US. Includes copies served in a post expire status up to 90 days (known as “gracing”) 
and copies purchased using frequent flyer or similar reward points. 
 
Single Copy Sales: Single issues sold to individuals at newsstand at not less than lowest currency denomination in 
the country sold, e.g. $0.01 in the US. 
 
Corporate: Subscriptions purchased by companies for use by employees.  All printed copies and digital licenses 
would be reported as both sales and subscriptions.  Managers review each sale to ensure pricing is in accord with 
established guidelines. The number of licenses to be claimed as sales and subscriptions shall equal the number of 
licenses stated in the agreement.  
 
Education: Subscriptions purchased by schools for use in the classroom by enrolled students. All printed copies and 
licenses would be reported as both sales and subscriptions. Managers review each sale to ensure pricing is in 
accordance with established guidelines. The number of licenses to be claimed as sales and subscriptions shall equal 
the number of licenses stated in the agreement. 
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Sponsored/Commercial Partnerships: Subscriptions purchased by associations, societies and organizations for use 
by their members or by businesses for use by their customers.  All print and digital subscriptions and licenses 
would be reported as both sales and subscriptions.  Managers review each sale to ensure pricing is in accordance 
with established guidelines. The number of print licenses to be claimed as sales and subscriptions shall equal the 
number of licenses stated in the agreement subject to the exception stated above. Digital subscriptions are 
counted based on one of three methods depending on contractual arrangements: licenses sold, licenses deployed 
or licenses registered. 
 
Amenity: Copies purchased, at not less than lowest currency denomination in country sold, by 
hotels/airlines/railroads/retail locations, for free distribution or free digital access to guests/passengers/patrons.  
 
Qualified: Includes the following categories of sales: 

1. Copies made available to DJ employees 
2. Copies ordered by schools for use in the classroom 
3. Subscriptions targeted to specific individuals 

a. Americas – reward for professors who attain a specific level of student subscription purchases. 
b. Americas – individuals who are former subscribers to The Wall Street Journal  
c. EMEA – C Suite executives 
d. APAC – individuals targeted by The Wall Street Journal 

Targeted subscribers have the option to opt‐out of their subscriptions. 
4. Amenity copies distributed free of charge to consumers. 

 
Verified: Includes copies distributed to public locations for use by patrons or delivered to homes for which no opt 
out option is made. 
 
 
Copies that meet the definitions above are included in the Dow Jones Global Sales and Subscriptions Report.  
 
 

 
Anna Sedgley, Chief Operating Officer and Chief Financial Officer 
 
6 November 2017 
 
For and on behalf of the directors of Dow Jones International Limited 
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Independent assurance report to the directors of Dow Jones International Limited  

We have been engaged by the directors of Dow Jones International Limited (the “Company” or “Dow Jones”) to perform an independent limited 
assurance engagement over the application of the Company’s methodology (the “Methodology”) in the preparation and reporting of the data (the 
“Data”) in the Dow Jones Global Sales and Subscriptions Report (the “Report”) for the period from 3 July 2017 to 1 October 2017. The scope of our 
work is set out in the Statement of Work dated 15 September 2017 and the Master Services Agreement dated 24 March 2015. 

Respective responsibilities of the directors and PricewaterhouseCoopers LLP 

The directors of the Company are responsible for establishing an appropriate methodology (the “Methodology”) (available on the Company’s website at 
http://new.dowjones.com/about/about-us/) to meet the needs of intended users in respect of their Report, for selecting dates for the reporting of the 
Data and for ensuring that the Data is prepared and reported in accordance with the Methodology. 

The Data comprises: 

 paid and non-paid print and digital (i) average issue sales, and (ii) subscriptions for The Wall Street Journal (Americas, Europe and Asia); 
Barron’s;  Financial News (including Private Equity News); and MarketWatch (digital only) for the period from 3 July 2017 to 1 October 
2017;  

 sales categories include paid home delivery, paid digital subscriptions, single copy sales, corporate, education, sponsored, amenity, qualified 
and verified; and 

 subscription categories include paid home delivery, paid digital subscriptions, licence agreements for corporates/education and qualified. 

Our responsibility is to express a conclusion to the directors on the application of the Methodology in the preparation of their Report based on the 
results of our work referred to below. Our assurance report, including the conclusion, has been prepared for and only for the directors of the Company 
as a body to assist the directors in assessing and reporting average issue sales and subscription figures. We permit the publication of our report to assist 
the directors in demonstrating that they have discharged their governance responsibilities by commissioning an independent assurance report in 
respect of the Data in the Report without accepting or assuming responsibility for any other purpose or to anyone other than the directors as a body and 
the Company for our work, for this report or for the conclusion that we have formed, save where expressly agreed by our prior consent in writing. 

Our Independence and Quality Control 

We applied the Institute of Chartered Accountants in England and Wales (ICAEW) Code of Ethics, which includes independence and other 
requirements founded on fundamental principles of integrity, objectivity, professional competence and due care, confidentiality and professional 
behaviour.  

We apply International Standard on Quality Control (UK) 1 and accordingly maintain a comprehensive system of quality control including documented 
policies and procedures regarding compliance with ethical requirements, professional standards and applicable legal and regulatory requirements. 

Basis of conclusion 

We conducted our engagement in accordance with International Standard on Assurance Engagements 3000 (Revised) Assurance Engagements other 
than Audits and Reviews of Historical Financial Information (ISAE 3000) issued by the International Auditing and Assurance Standards Board. We 
planned and performed our work so as to obtain all the information and explanations which we considered necessary in order to provide us with 
sufficient evidence to express a conclusion on the application of the Methodology in the preparation of the Data in the Report.  Our work was limited to 
examining the relevant activities undertaken by the Company and its suppliers.   

Our work included: 

 Understanding the Methodology and assessing key assumptions and limitations; 
 Based on that understanding, assessing the risks that management’s preparation of the Data in their Report may be materially misstated; 
 Responding to assessed risks, including developing our overall responses, and determining the nature, timing and extent of further 

procedures;  
 Obtaining an understanding of the in-house IT systems that hold sales and subscription data; 
 Testing the accuracy of the sales and subscription data back to evidence of payment and delivery where appropriate; 
 Evaluating, on a test basis, the sufficiency and appropriateness of supporting evidence; 
 Checking that the sales and subscription data is accurately reported in management’s Report;  
 Analytical procedures including comparisons of performance over the preceding quarters; and 
 Enquiries of relevant management. 

A limited assurance engagement is substantially less in scope than a reasonable assurance engagement under ISAE 3000. For example, our work on 
this engagement excluded procedures such as testing controls effectiveness. 

Conclusion 

Based on the results of our work, nothing has come to our attention that causes us to believe that the Data in the Dow Jones Global Sales and 
Subscriptions Report for the period 3 July 2017 to 1 October 2017 has not been prepared and reported, in all material respects, in accordance with the 
Methodology.   

 

 

PricewaterhouseCoopers LLP  

Chartered Accountants  

London, UK 

8 November 2017 
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Independent assurance report to the directors of Dow Jones International Limited  

We have been engaged by the directors of Dow Jones International Limited (the “Company” or “Dow Jones”) to perform an independent limited 
assurance engagement over the application of the Company’s methodology (the “Methodology”) in the preparation and reporting of the data (the 
“Data”) in the Dow Jones Global Sales and Subscriptions Report (the “Report”) for the period from 3 July 2017 to 1 October 2017. The scope of our 
work is set out in the Statement of Work dated 15 September 2017 and the Master Services Agreement dated 24 March 2015. 

Respective responsibilities of the directors and PricewaterhouseCoopers LLP 

The directors of the Company are responsible for establishing an appropriate methodology (the “Methodology”) (available on the Company’s website at 
http://new.dowjones.com/about/about-us/) to meet the needs of intended users in respect of their Report, for selecting dates for the reporting of the 
Data and for ensuring that the Data is prepared and reported in accordance with the Methodology. 

The Data comprises: 

 paid and non-paid print and digital (i) average issue sales, and (ii) subscriptions for The Wall Street Journal (Americas, Europe and Asia); 
Barron’s;  Financial News (including Private Equity News); and MarketWatch (digital only) for the period from 3 July 2017 to 1 October 
2017;  

 sales categories include paid home delivery, paid digital subscriptions, single copy sales, corporate, education, sponsored, amenity, qualified 
and verified; and 

 subscription categories include paid home delivery, paid digital subscriptions, licence agreements for corporates/education and qualified. 

Our responsibility is to express a conclusion to the directors on the application of the Methodology in the preparation of their Report based on the 
results of our work referred to below. Our assurance report, including the conclusion, has been prepared for and only for the directors of the Company 
as a body to assist the directors in assessing and reporting average issue sales and subscription figures. We permit the publication of our report to assist 
the directors in demonstrating that they have discharged their governance responsibilities by commissioning an independent assurance report in 
respect of the Data in the Report without accepting or assuming responsibility for any other purpose or to anyone other than the directors as a body and 
the Company for our work, for this report or for the conclusion that we have formed, save where expressly agreed by our prior consent in writing. 

Our Independence and Quality Control 

We applied the Institute of Chartered Accountants in England and Wales (ICAEW) Code of Ethics, which includes independence and other 
requirements founded on fundamental principles of integrity, objectivity, professional competence and due care, confidentiality and professional 
behaviour.  

We apply International Standard on Quality Control (UK) 1 and accordingly maintain a comprehensive system of quality control including documented 
policies and procedures regarding compliance with ethical requirements, professional standards and applicable legal and regulatory requirements. 

Basis of conclusion 

We conducted our engagement in accordance with International Standard on Assurance Engagements 3000 (Revised) Assurance Engagements other 
than Audits and Reviews of Historical Financial Information (ISAE 3000) issued by the International Auditing and Assurance Standards Board. We 
planned and performed our work so as to obtain all the information and explanations which we considered necessary in order to provide us with 
sufficient evidence to express a conclusion on the application of the Methodology in the preparation of the Data in the Report.  Our work was limited to 
examining the relevant activities undertaken by the Company and its suppliers.   

Our work included: 

 Understanding the Methodology and assessing key assumptions and limitations; 
 Based on that understanding, assessing the risks that management’s preparation of the Data in their Report may be materially misstated; 
 Responding to assessed risks, including developing our overall responses, and determining the nature, timing and extent of further 

procedures;  
 Obtaining an understanding of the in-house IT systems that hold sales and subscription data; 
 Testing the accuracy of the sales and subscription data back to evidence of payment and delivery where appropriate; 
 Evaluating, on a test basis, the sufficiency and appropriateness of supporting evidence; 
 Checking that the sales and subscription data is accurately reported in management’s Report;  
 Analytical procedures including comparisons of performance over the preceding quarters; and 
 Enquiries of relevant management. 

A limited assurance engagement is substantially less in scope than a reasonable assurance engagement under ISAE 3000. For example, our work on 
this engagement excluded procedures such as testing controls effectiveness. 

Conclusion 

Based on the results of our work, nothing has come to our attention that causes us to believe that the Data in the Dow Jones Global Sales and 
Subscriptions Report for the period 3 July 2017 to 1 October 2017 has not been prepared and reported, in all material respects, in accordance with the 
Methodology.   

 

 

PricewaterhouseCoopers LLP  

Chartered Accountants  

London, UK 

8 November 2017 
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CONFIDENTIAL AFFIDAVIT OF JAMES RILEY 
Sworn on May 29, 2020 

(Anti-SLAPP Motions – s. 137.1 Courts of Justice Act – The 
Wall Street Journal’s Fraud Articles) 

I, James A. Riley, of the City of Toronto, in the Province of Ontario, MAKE OATH AND 

SAY: 

I. INTRODUCTION   

1. I swear this affidavit to oppose the attempt by the anti-SLAPP moving parties to avoid a trial on 

the merits regarding   The Wall Street Journal’s on line fraud articles published on August 9, 

2017 and  the print version published on August 10, 2017 (the “WSJ Fraud Articles”). 

2. The Wall Street Journal’s website version of the fraud article was disseminated to over one 

million readers around the world with the headline “Canadian Private-Equity Giant Catalyst 

Accused of Fraud by Whistleblowers”. Placed immediately below this headline is a photograph 

of a Toronto Police car parked outside the Metropolitan Toronto Police Headquarters building 

with a photo caption “Canadian Private-Equity Giant Catalyst Accused of Fraud by 

Whistleblowers.” The website version of the fraud article is accessible on www.wsj.com today.  

3. The Wall Street Journal is an internationally renowned financial newspaper and claims that it is 

the largest paid subscription news site on the Internet. The WSJ Fraud Articles falsely accused 

the Plaintiffs Callidus Capital Corporation (“Callidus”) and The Catalyst Capital Group Inc. 

(“Catalyst”) of engaging in fraudulent activities, engaging in criminal activities, violating 

Ontario’s securities laws, deceiving borrowers, artificially inflating the value of some of its assets, 

improper accounting, and other defamatory statements.  
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434. One of the Twitter accounts is @WSJ Markets which included a photograph of a Toronto Police 

car below the headline and a photo caption “Canadian Private-Equity Giant Catalyst Accused of 

Fraud by Whistleblowers. @WSJ Markets currently has more than 532,400 followers.  

435. Another Twitter account that sent out the fraud article to followers was @WSJPE (WSJ Private 

Equity). @WSJPE currently has over 29,900 followers. 

436. Wall Street Journal employees Copeland, Rogow, McNish, Munoz, and Paul Vieira also Tweeted 

out the fraud article. 

E. Lost Opportunities 

437.  As discussed in detail earlier, I received numerous telephone calls and emails from persons 

residing in Ontario and elsewhere who read the fraud accusations in the WSJ Fraud Articles.  

438. Callidus’ ability to originate new loans to grow its loan portfolio has been seriously damaged by 

the WSJ Fraud Articles. In a confidence business such as lending, being accused of fraud and 

other improprieties to over a million readers of The Wall Street Journal on its website and on its 

Front Pages is a devastating blow. Callidus is dependent upon its reputation for conducting its 

business in a legitimate and lawful manner. 

439. Similarly, reputation is also critical to Catalyst.  It is one of Catalyst’s Guiding Principles. Catalyst 

requires the trust of investors and was falsely accused of fraud and controlling a “loan to own” 

company and a predatory lender. 

440. The good reputation of a firm operating in the distressed lending and investing industry such as 

Callidus and Catalyst is critical in order to successfully attract new borrowers and investors. In 

this regard, I note that in an email short-seller Anderson sent to McFarlane, he acknowledged 
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 1       says, but I just -- yeah, that is better.

 2                   THE DEPONENT:  Yes.

 3                   BY MR. DEARDEN:

 4 164               Q.   And Anderson replies at 4:13 p.m.:

 5                        "Right on.  On the mini golf

 6                   course [with] munchkins will read

 7                   when back."

 8                   And your reply to that 4:13 p.m. text

 9       is:

10                        "Shares tankinggggg".

11                   And you spelled "tanking" with five

12       "g's".  Why did you do that?

13                   A.   It was factual.  The shares had

14       fallen.

15 165               Q.   No, my question was why are you

16       adding four "g's" to the word "tanking" in response

17       to Mr. Anderson telling you that he is going to

18       read your article when he is back from the mini

19       golf course?

20                   A.   Oh, so on why I added I guess

21       additional "g's", it is a text message.  I'm a

22       colloquial texter, not just with Mr. Anderson but

23       with everyone.

24 166               Q.   There is 65 pages of text that I

25       have, and I don't see anywhere where you are
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 1       emphasizing a word by adding extra letters to it

 2       like "tanking".  That was an emphasis spelling of

 3       the word "tanking", wasn't it?

 4                   A.   No, I don't agree with you on

 5       that.  It is a colloquialism.

 6 167               Q.   Well, that is not good enough, Mr.

 7       Copeland.  You are elated that the shares are

 8       tanking, and that is why you have put five "g's" in

 9       the word?

10                   A.   No, I don't agree with you.

11 168               Q.   Okay, why did you put five "g's"

12       in the word "tanking" of shares?

13                   A.   As I have said, it is a

14       colloquialism.  I'm a casual texter.

15 169               Q.   So it's a colloquialism then?

16       What is it?  I have never heard of "tanking" with

17       five "g's" as a colloquialism, so help me here.

18                   A.   Well, I don't know if -- it is

19       hard to say with a transcript, but I think I would

20       say it as "tanking".

21 170               Q.   What is the answer?  What is the

22       colloquialism?

23                   A.   I just said it, Mr. Dearden,

24       "tanking".

25                   MR. TUNLEY:  Just for the record,
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 1                   So far as the share price, I write for

 2       the Wall Street Journal, which is the world's

 3       pre-eminent financial news publication, and it is

 4       standard and expected that we will inform readers

 5       about the securities markets' reaction to our

 6       stories, whether shares rise or fall.

 7 161               Q.   And --

 8                   A.   And you will find it, Mr. Dearden,

 9       in almost every story that we write.

10 162               Q.   And, Mr. Copeland, the reaction to

11       your article was that the shares fell 21 percent

12       that day?

13                   A.   Well, it seems like a reasonable

14       conclusion because of how quickly the share price

15       fell after we published the story.

16 163               Q.   Okay, let me take you to another

17       text that you exchanged with Mr. Anderson.  Which

18       is page 59 of the compilation of texts in document

19       4.

20                   So at the top of that text, August 9,

21       2017, at 3:33 p.m. you text Mr. Anderson to say

22       "It's out", and I take it that is your article is

23       out, published?

24                   MR. TUNLEY:  Can you just blow it up?

25       I think you are right in terms of what the document
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 1 178               Q.   I am not asking you to predict

 2       anything.  I am asking you point blank did your

 3       article with the headline "Canadian Private-Equity

 4       Giant Catalyst Accused of Fraud by Whistleblowers"

 5       and then deals with Callidus, did that article

 6       cause the shares to tank, which surely you can't

 7       disagree with because that is what you are talking

 8       about there when you say shares are tanking.  I

 9       can't believe this is contentious.  Do you agree?

10                   MR. TUNLEY:  Well, it is a very

11       confusing question.  Can you just restate it more

12       simply, Mr. Dearden?

13                   BY MR. DEARDEN:

14 179               Q.   Do you agree that your article

15       caused Callidus shares to tank?

16                   A.   I think I answered you before that

17       shares fell directly after the publication of the

18       article, and that is factual.  I have to deal with

19       the facts.

20 180               Q.   And so is that a yes to my

21       question?

22                   A.   You would have to ask a market

23       analyst why or why not a stock rose or fell.  I can

24       only tell you what happened.  I can tell you the

25       order that things happened.  It is absolutely
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 1       the share price well before we published our story.

 2 182               Q.   I want you to tell me what

 3       information was in the marketplace publicly between

 4       3:32 p.m. and 4:00 p.m. when the markets closed

 5       that would have caused those shares to tank, as you

 6       call it, by 21 percent in that time period?

 7                   A.   On that day, and you say we

 8       published at 3:32, I was very focussed on our

 9       article and making sure that we were absolutely one

10       hundred percent right.  I wasn't very focussed on

11       what else was happening in the marketplace.

12 183               Q.   I am talking to you now, sir.  I

13       want to know what new information, if any, because

14       I am putting to you that there isn't, between 3:32

15       p.m. when you published the article on your website

16       to 4:00 p.m. when the markets closed that would

17       have caused the shares to fall 21 percent that day,

18       August 9, 2017?  What new information?

19                   A.   I am not aware of any.

20 184               Q.   Okay.  Now, this line of

21       questioning has been dealing with paragraph 45(f)

22       of your affidavit of November 8th, 2019, which is,

23       to refresh your memory:

24                        "[...] I want to be clear about

25                   the following:



AFFIDAVIT OF VINITA JUNEJA
AFFIRMED ON MAY 29, 2020 

(SECTION 137.1(3) COURTS OF JUSTICE ACT)

I, VINITA JUNEJA, of the Town of Greenwich, in the State of Connecticut (U.S.A), MAKE 

OATH AND SAY:

1. I am a Managing Director at NERA Economic Consulting (“NERA”) and the Chair of 

NERA’s Global White Collar, Investigations & Enforcement Practice. In my role at NERA, 

I chiefly direct matters involving securities, finance, valuation disputes and regulatory 

investigations.

2. I have been retained by Gowling WLG (Canada) LLP on behalf of the plaintiffs, The 

Catalyst Capital Group Inc. and Callidus Capital Corporation, with respect to the anti- 

SLAPP motions brought by the SLAPP Defendants1 in two actions, Court File No. CV- 

17-587463-00CL and Court File No. CV-18-593156-00CL.

3. A copy of my Letter of Instructions, my curriculum vitae and my Report are attached as 

Exhibit 1.

4. When writing my report I was aware that I have a duty to provide an opinion that is fair, 

objective and non-partisan. I was also aware that I have a duty to provide an opinion that 

is related only to the matters that are within my area of expertise, and provide such 1

1 The “SLAPP Defendants” include: (i) from Court File No. CV-17-587463-00CL, West Face Capital Inc. and 
Gregory Boland; ClaritySpring Inc. and Nathan Anderson; Kevin Baumann; Jeffrey McFarlane; Darryl Levit; Bruce 
Livesey; and Rob Copeland; and (ii) from Court File No. CV-18-593156-00CL, Dow Jones & Company, Rob 
Copeland and Jacquie McNish.

2



Intraday Stock Price Reaction to the WSJ ArticlesExhibit 6.

Time Stock Price

Stock Price 

Return

TSX Aggregate

Return

Predicted
Return1

Excess

Return

t-statistic 

for Excess
Return2

Stock Price 

Reaction to

Disclosure
(1) (2) (3) (4) (5) (6) (7) (8)

In[(2)/prev(2)] (3) - (5)

3:28 PM ET C$ 14.92

Closing Price 12.06 (0.213) (0.0002) (0.0002) (0.213) (12.265) ** [C$ Ts6

: and Sources:
At 3:29 PM ET on August 9, 2017, Dow Jones Institutional News Service published the first of the WSJ Articles.

Data were obtained from Bloomberg L.P., FactSet Research Systems, Inc., and Tick Data, LLC.
1 Returns are predicted using daily returns as a function of the daily returns on the TSX Aggregate Index. The regression is estimated over the period from 

August 9, 2016 through August 8, 2017. The constant tenu is not included in the calculation of the predicted return.

■ Significance is based on the excess return's t-statistic, calculated as the excess return di vided by the standard error of the regression over the sample 

period, August 9,2016 through August 8, 2017. Two stars indicate significance at the 5% level, and one star indicates significance at the 10% level.

IV. C alculation of D am ages

47. Below I estimate the harm to Callidus due to the WSJ Articles. My analysis uses the 

excess return to Callidus’s share price on August 9, 2017 as an estimate of this harm 

per share. As shown above, the WSJ Articles very likely caused this drop in the share 

price and there is no evidence that further developments related to the WSJ Articles 

resulted in a recovery of the share price.

48. The WSJ Articles report allegations of fraud and accounting improprieties at Catalyst 

and Callidus, as well as allegations regarding Callidus’s deceptive business practices.

According to the WSJ Articles, two whistleblower complaints allege “that Catalyst 

funds overpaid Callidus to acquire the Xchange investment, and delayed and 

underreported potential losses.” The WSJ Articles do not specify how whistleblowers 

allege Catalyst “deceived] borrowers about the terms of loans it made” but instead 

simply say, “Callidus’s lending practices are also a subject of the whistleblower 

complaints, according to the people and documents.”381 am not aware of any 

evidence that Callidus or Catalyst had to restate their financials.

49. Given these facts and assumptions, I conclude that the impact of the WSJ Articles on 

the value of Callidus persists through to the present. I quantify damages as the one- 

38 Copeland, Rob and Jacquie McNish, “Canadian Private-Equity Giant Accused by Whistleblowers of Fraud,” Dow Jones 
Institutional News, August 9, 2017.

21



day decline in Callidus stock following the WSJ Articles multiplied by the number of 

shares outstanding as of August 9, 2017.

50. As displayed in Exhibit 4 above, Callidus stock had a market and industry-adjusted 

decline of 23.4%, which caused each share to decline by C$3.19 more than the 

market and industry-wide movements would predict. As displayed in Exhibit 6 above, 

Callidus stock had a market-adjusted decline of 21.3% from 3:28 PM ET to the 

market close on August 9, which caused each share to decline by C$2.86 more than 

the market-wide movements would predict.

51. As of June 30, 2017, Callidus had 50,488,103 common shares outstanding.39 Since 

each share had an excess decline of C$3.19, the publication of the WSJ Articles 

harmed Callidus by about C$161 million.40 Alternatively, if I were to use the C$2.86 

excess decline per share implied by the intraday price reaction, the publication of the 

Article harmed Callidus by about C$144 million.41

V. Conclusion
52. My conclusions are:

a. Callidus’s share price fell by between C$2.86 and C$3.19, at a minimum, 

because of the WSJ Articles.

b. The impact of the WSJ Articles on the value of Callidus has persisted to 

the present day.

c. The harm to Callidus was at least approximately C$144 to C$161 million.

39 Callidus Capital Corporation, Condensed Consolidated Interim Financial Statements (Unaudited) For the Three and Six 
Months Ended June 30, 2017 and 2016, filed August 10, 2017, page 14. Callidus had 50,650,355 shares outstanding as of 
September 30, 2017, so using the June 30, 2017 share count results in a smaller, more conservative damages number. See 
Callidus Capital Corporation, Condensed Consolidated Interim Financial Statements (Unaudited) For the Three and Nine 
Months Ended September 30, 2017 and 2016, filed November 11, 2017, page 16.

411 50,488,103 shares multiplied by C$3.19 damage per share.

41 50,488,103 shares multiplied by C$2.86 damage per share.
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AFFIDAVIT OF MARK SUNSHINE 
AFFIRMED ON MAY29, 2020 

(SECTION 137.1(3) COURTS OF JUSTICE ACT ) 

I, MARK SUNSHINE, of Boca Raton, in the State of Florida (U.S.A), MAKE OATH AND SAY: 

I am the Chief Executive Officer of MA Sunshine Capital. I have over 35 years of 

experience in financial advisory services, including commercial lending and collateral 

management. I am a consultant to companies that provide financial, software, or other 

consumer products or services. I also provide expert litigation support to plaintiffs in 

complex securities and contract litigation. 

2. I have been retained by Moore Barristers on behalf of the plaintiffs, The Catalyst Capital 

Group Inc. and Callidus Capital Corporation, with respect to the anti-SLAPP motions 

brought by the SLAPP Defendants' in two actions, Court File No. CV-17-587463-00CL 

and Court File No. CV-18-593156-00CL. 

3. A copy of my Letter of Instructions, my curriculum vitae and my Report are attached as 

Exhibit 1. 

4. When writing my report I was aware that I have a duty to provide an opinion that is fair, 

objective and non-partisan. I was also aware that I have a duty to provide an opinion that 

is related only to the matters that are within my area of expertise, and provide such 

1 The "SLAPP Defendants" include: (i) from Court File No. CV-17-587463-00CL, West Face Capital Inc. and 
Gregory Boland; ClaritySpring Inc. and Nathan Anderson; Kevin Baumann; Jeffrey McFarlane; Darryl Levitt; Bruce 
Livesey; and Rob Copeland; and (ii) from Court File No. CV-18-593156-00CL, Dow Jones & Company, Rob 
Copeland and Jacquie McNish. 

2 
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6.9.8. As a result, it is my opinion that if a lender is tagged by the Wall Street Journal as 

being accused of fraud, accounting misstatements, financial crimes, securities law 

violations and deceptive lending practices, a lender, like Callidus, would be put into 

an untenable competitive position. If I were advising a potential Callidus borrower, 

after the Wall Street Journal Articles were published, I would have insisted that my 

client find a different lender. Further, in my capacity as the senior executive officer 

of a lender similar to Callidus, once the Wall Street Journal Articles were published, 

I would have expected to beat Callidus in virtually any competition for new 

borrowers. 

6.9.9. The Wall Street Journal's reporting, complete with a color photograph of a 

Toronto police cruiser, would significantly diminish a lender's chances of 

competing for new loans. In my entire career, I cannot think of a single borrower, 

that was represented by counsel, that would have voluntarily entered into a 

business relationship with a financial institution that was accused of engaging in 

fraud, accounting misstatements, financial crimes, securities law violations and 

deceptive lending practices. This included lenders, investors, potential borrowers 

and likely acquirers. 



CONFIDENTIAL AFFIDAVIT OF JAMES RILEY 
Sworn on May 29, 2020 

(Anti-SLAPP Motions – s. 137.1 Courts of Justice Act – The 
Wall Street Journal’s Fraud Articles) 

I, James A. Riley, of the City of Toronto, in the Province of Ontario, MAKE OATH AND 

SAY: 

I. INTRODUCTION   

1. I swear this affidavit to oppose the attempt by the anti-SLAPP moving parties to avoid a trial on 

the merits regarding   The Wall Street Journal’s on line fraud articles published on August 9, 

2017 and  the print version published on August 10, 2017 (the “WSJ Fraud Articles”). 

2. The Wall Street Journal’s website version of the fraud article was disseminated to over one 

million readers around the world with the headline “Canadian Private-Equity Giant Catalyst 

Accused of Fraud by Whistleblowers”. Placed immediately below this headline is a photograph 

of a Toronto Police car parked outside the Metropolitan Toronto Police Headquarters building 

with a photo caption “Canadian Private-Equity Giant Catalyst Accused of Fraud by 

Whistleblowers.” The website version of the fraud article is accessible on www.wsj.com today.  

3. The Wall Street Journal is an internationally renowned financial newspaper and claims that it is 

the largest paid subscription news site on the Internet. The WSJ Fraud Articles falsely accused 

the Plaintiffs Callidus Capital Corporation (“Callidus”) and The Catalyst Capital Group Inc. 

(“Catalyst”) of engaging in fraudulent activities, engaging in criminal activities, violating 

Ontario’s securities laws, deceiving borrowers, artificially inflating the value of some of its assets, 

improper accounting, and other defamatory statements.  
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Confidential Participants List is attached as Exhibit 213). Newton Glassman addressed The 

Wall Street Journal fraud articles during this call. 

391. A number of the participants would not normally be on quarterly earnings calls such as Wells 

Fargo, the Bank of Montreal, and various investors. Subsequently, Wells Fargo and National 

Bank declined to renew credit facilities extended to the Funds. 

392. The participants included Copeland, the Defendant Kevin Baumann, the Defendant Bruce 

Langstaff, and reporters from Bloomberg News, The Globe & Mail and Bloomberg Financial. The 

participants from Toronto included TD, private investors, Desjardins, RBC, Canaccord, TD Asset 

Management, National Bank, NBF and the Bank of Montreal. The Defendant Gregory Boland of 

West Face Capital was also signed up. 

393. The transcript of the Q2 2017 earnings call is attached as Exhibit 214. 

394. For the period August 11-14 (two trading days), downward pressure continued to depress the 

share price with the share price dropping from $11.83 to $10.48 with trade volumes of 278,305 

shares on August 11, and 201,461 shares on August 14. Attached as Exhibit 215 is a copy of 

Callidus’ daily historical trading data for the month of August, 2017.   

B. Communications from Our Investors about the WSJ Fraud Articles 

395. I received numerous telephone calls and emails about the WSJ’s fraud articles from persons 

residing throughout North America, such as Ontario, Ohio, New York, Illinois and California. 

Some examples of the emails I received are set out below. 
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396. [Greg Cotterman, Private Equity, Ohio Public Employees Retirement System located in 

Columbus, Ohio], emailed Glassman on August 9, 2017 at 4:49 PM (attaching the WSJ Article 

that accused Catalyst of fraud): 

“I’m sure I’m not the first person to write, but in light of the article below, I was wondering 
if you have a few minutes for an update call tomorrow or Friday? I just want to make sure 
I can give my CIO and Sr. PM [Portfolio Manager] an update in case they receive a 
request for information from one of our Board members” 

A copy of the email is attached as Confidential Exhibit 216. 

397. I received another email from [Greg Cotterman of the Ohio Public Employees Retirement 

System] on September 15, 2017 at 9:00 AM ET requesting a brief update call “regarding last 

month’s news article” which was The Wall Street Journal Article. A copy of the email is attached 

as Confidential Exhibit 217. 

398. [Doug Coyle of the Rockefeller Foundation] sent me an email on August 14, 2017 at 11:05 AM 

ET as follows: 

“Hi Jim. Just wanted to say a big THANK YOU for this email in advance of the article 
coming out. It helps immeasurably when I see the article, as well as when I receive 
questions from people in my office, compliance, legal, etc. to already have some color 
from Catalyst. You do both yourselves and your LPs a service putting this out in advance. 
Thanks again. 

Good luck working though this time consuming stuff – hopefully it will be behind you soon.” 

A copy of the email is attached as Confidential Exhibit 218. 

399. I received an email from [Brendon Edmonds of Metric Point Capital, LLC in Chicago], sent 

August 25, 2017 at 3.24 PM ET re: LP updates. [Mr. Edmonds] was sending myself and others 

“a quick note to let you know I’ve has good discussions with [State of NJ, MOSERS, Summit, 

Texas A&M, SMU, Advocate, Covariance and Margaret Cargill Foundation] about the recent 

headlines to help manage the situation. We seem to be in good standing with all”. A copy of the 
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email is attached as Confidential Exhibit 219. The “situation” [Mr. Edmonds] was referring to 

was the WSJ Article published online on August 9, 2017 and in print August 10, 2017. 

400. I received an email reply from [Sid Goel, Vice President Strategic Partners, Blackstone in New 

York] on August 11, 2017 at 4:52 PM ET stating “I have a quick question for you regarding this. 

Can you please let me know when a good time to speak would be?”  A copy of the email is 

attached as Confidential Exhibit 220. 

401. [Jonathan Shofet, the Managing Director, Private Equity, of Neuberger Berman in New York] 

sent me an email within minutes of my WSJ Article email notification on August 9, 2017 (7:32 

PM ET) asking: “Can we please set up a call to discuss?” A copy of the email is attached as 

Confidential Exhibit 221. 

402. [Christopher Rossi, Director of Private Equity and Real Estate, of Parkwood, located in 

Cleveland, Ohio] emailed me on August 11, 2017 at 8:38 AM ET to inform me: 

“We received your response regarding the WSJ Article. We are getting questioned by our 
board and audit committee on this (they saw the article), so I think it would be helpful to 
have a call to go into this in more detail.” 

A copy of the email is attached as Confidential Exhibit 222. 

403. [Gurjeet Dosanjh, the Director of Pavilion Alternatives located in El Dorado Hills, California] sent 

a reply to me on August 10, 2017 at 7:15 PM to inform me: 

“Our client [Providence Health] is an investor in Catalyst Fund V and we were hoping to 
schedule a quick call to discuss this matter with you.”  

A copy of the email is attached as Confidential Exhibit 223. 

404. [Carlo Castro, Director, Covariance Capital Management located in Houston, Texas] replied to 

my email notification on August 10, 2017 at 2:45 PM in part as follows: 
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“Thank you for sending the response to the WSJ article referencing Callidus. 

As you know, [Covariance] is a Limited Partner in Fund V. We have members of our own 
Operation Team meeting with your team this Tuesday the 15th. In anticipation of that 
meeting, we have drafted questions that would be helpful to our understanding of the 
allegations...” 

A copy of the email is attached as Confidential Exhibit 224. 

405. [Benoit Sansoucy, Director, Operational Due Diligence, University of Toronto,] sent an email on 

August 10, 2017 at 7:24 AM ET as follows: 

“I work with [Leon at UTAM] but on the operational due diligence side. Would you have 
time either today or Friday for a call to go over the article that came out in the WSJ?” 

A copy of the email is attached as Confidential Exhibit 225. 

406. [Josh Stern, Director, Private Investments, Robert Wood Johnson Foundation, Princeton, New 

Jersey] sent an email on August 10, 2017 at 10:15 AM ET informing us: 

“We have seen yesterday’s article and wanted to chat briefly about it with you” 

A copy of the email is attached as Confidential Exhibit 226. 

407. [Brendan Cameron, Portfolio Manager, New York, J.P. Morgan, Asset Management located in 

New York,] emailed me on August 10, 2017 at 8:23 AM ET as follows: 

“I am receiving questions around the article yesterday- is there a good time where we can 
discuss either today or tomorrow” 

A copy of the email is attached as Confidential Exhibit 227. 

408. [David Greenwald, of the John D. and Catherine T. MacArthur Foundation, located in Chicago, 

Illinois,] sent me an email on August 9, 2017 at 6:27 PM: 

“With the news coming out today, we would like to schedule a call to get more information 
on the current situation”. 

A copy of the email is attached as Confidential Exhibit 228. 



This is Exhibit “222” referred to in the Affidavit of James A. 
Riley sworn May 29, 2020. 

Commissioner for Taking Affidavits  
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own due diligence into the information provided by Mr. Anderson and Mr. McFarlane and relied 

on multiple sources for the WSJ Publications.  

14. In terms of Mr. Anderson, specifically, I have no recollection as to whether or not, prior to 

or during the time I dealt with him as a source for the WSJ Publications, I had been told or had 

suspicions that he also had or might have engaged in short selling as a means to profit from his 

research for the whistleblower complaints he filed.  However, even if I had been told or suspected 

that, it would not have affected my assessment of his credibility as a source.   

15. I am however certain that I did not know anything about any actual short selling activities 

that he or other sources for the WSJ Publications may have had in place, or planned, regarding 

short sale trading in the securities of Callidus.  I was of course aware that representatives of 

Callidus and Catalyst believed that such activities had taken place or were planned, and that they 

were alleging a “conspiracy” to conduct such activities among various persons, including perhaps 

some of the whistleblowers.  At the time, I viewed that allegation as unproven at best.  I certainly 

had no reason to include such allegations in the WSJ Publications. I do not recall, and I do not 

believe, that anyone other than representatives of Callidus or Catalyst ever discussed such matters 

with me prior to publication. 

16. In any event, I strongly disagree with Mr. Riley’s suggestion that Mr. Anderson was a 

“biased source” simply because he was a professional whistleblower or a short seller or both.  

17. At various points throughout the Riley Affidavits, Mr. Riley calls into question my 

relationship with Mr. Anderson, suggesting that it was somehow inappropriate, and even that we 

conspired together. This is wholly untrue.  I am a journalist and Mr. Anderson is a source. That is 

the extent of my “relationship” with Mr. Anderson. Indeed, Mr. Anderson was one of many sources 

411
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neesonsreporting.com
416.413.7755

 1       summarize a company's perspective and include it in

 2       the story.

 3 100               Q.   So does that complete your answer

 4       to my question why that information that we see in

 5       that statement starting at the second sentence was

 6       omitted from the story?  That is your answer?

 7                   A.   Yes.

 8 101               Q.   Now, I am going to take you back

 9       to another affidavit, so paragraph 15 of your

10       August 17, 2020 affidavit, paragraph 15, and I am

11       going to the second sentence:

12                        "I was of course aware that

13                   representatives of Callidus and

14                   Catalyst believed that such

15                   activities had taken place or were

16                   planned, and that they were alleging

17                   a 'conspiracy' to conduct such

18                   activities among various persons,

19                   including perhaps some of the

20                   whistleblowers.  At the time, I

21                   viewed that allegation as unproven

22                   at best.  I certainly had no reason

23                   to include such allegations in the

24                   WSJ Publications.  I do not recall,

25                   and I do not believe, that anyone
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 1                   other than the representatives of

 2                   Callidus or Catalyst ever discussed

 3                   such matters with me prior to

 4                   publication."

 5                   So, Mr. Copeland, you are saying that

 6       you viewed the allegations as unproven at best, and

 7       you certainly had no reason to include such

 8       allegations in the articles in issue in these

 9       actions.  And you will agree with me, sir, that on

10       the date of the publication of the articles in

11       issue in these actions, the allegations in the

12       whistleblower complaints were also unproven;

13       agreed?

14                   A.   Yes.

15 102               Q.   So let's go back to the Callidus

16       statement, document 68, and I am going to take you

17       to the seventh paragraph in that statement

18       regarding your article.

19                   So you did report in the 9:53 p.m.

20       online article and the print edition that the

21       company said they believed that the whistleblowers

22       are filing deliberately misleading reports with the

23       Ontario Securities Commission, but you omitted the

24       part of that paragraph that says:

25                        "[...] so that they can then
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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: 

 

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 Rob Copeland held on November 13, 2020  

 

No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

1. 13 21 UT What was the date that Mr. 

Lung said that Mr. Anderson 

waived confidential source 

privilege? 

 The Dow Jones 

Defendants were 

advised at or about the 

end of August, 2019 

that Mr. Anderson was 

waiving journalist-

source privilege.   
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No. Page(s) Question(s) Category Specific Question Documents Referenced 

in Transcript 

Answer or Precise 

Basis for Refusal 

will review it and 

respond if relevant. 

54. 204 506 ADV To advise if there is a way for 

Dow Jones and Company to 

track what tweets were sent 

out of a particular article. 

 Dow Jones & Company 

does not track this 

information.  

55. 205 507 ADV To advise of how many 

followers Dow Jones 

employees had who tweeted 

out links to the article. 

 Dow Jones & Company 

does not track or keep 

records of the social 

media activities of 

individual Dow Jones 

employees. 

56. 206 510 ADV To advise of what feedback 

was received to the paper in 

reaction to the article. 

 Dow Jones & Company 

does not have any 

records of 

communications or 

feedback from readers. 

57. 206 511 ADV To advise what the revenues 

were of Dow Jones and 

Company in 2017, and today. 

 Refused. This question 

is not relevant to the 

determination of the s. 

137.1 motions. The 

Dow Jones Defendants 

are not taking the 

position on the s. 137.1 

motions that Dow Jones, 
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AUTOS INDUSTRY

Short Seller Trains Sights on EV Startup Lordstown,
Prompting Share Slide
Hindenburg report says startup misled investors on quality of preorders, readiness to start

production; truck maker’s CEO says report contains half-truths and lies

A Lordstown Motors truck was on display in Lordstown, Ohio, in June.
PHOTO: TONY DEJAK�ASSOCIATED PRESS

By  and 
Updated March 12, 2021 4�49 pm ET

Ben Foldy Mike Colias

A new report by short seller Hindenburg Research took aim at electric-truck startup
Lordstown Motors Corp. , saying the company misled investors about the
strength of its truck preorders and the progress it is making toward putting its first model
into production.

Lordstown Motors Chief Executive Steve Burns, responding in an interview, said the
report contained half-truths and lies, and that the short seller has a motivation to hurt the
stock before the company reports its first quarterly update as a publicly traded entity next
week.

Listen to this article
7 minutes
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The startup is named for the Ohio town where the company purchased a dormant former
General Motors Co. assembly plant in 2019. As a result of that deal, GM acquired a small
stake in Lordstown Motors. A GM spokesman declined to comment immediately.

The Wall Street Journal hasn’t been able to verify independently the accusations in
Hindenburg’s report.

Shares of the Ohio-based company closed down 16.5% following the report’s release
Friday morning. Hindenburg—which last year targeted another electric-truck startup,
Nikola Corp. —disclosed in its latest report that it holds a short position in Lordstown
Motors, meaning it stands to profit from declines in the company’s share price.

Hindenburg’s report described Lordstown Motors’ order book as a “mirage” and, among
other accusations, said it paid an outside consulting group to generate preorders for its
truck in advance of its deal to go public in 2020. The report cited documents and
conversations that the firm said it had with former employees and business partners.

Mr. Burns confirmed the company paid consultants to generate preorders that were
understood to be nonbinding as a way to assess market demand, but denied it
misrepresented its preorder book.

“We are not stating these are orders and have never stated that,” he said.

Lordstown Motors is among several clean-transportation startups that have become
public over the past year amid growing investor interest in electric vehicles. The company
listed last year through a deal with special-purpose acquisition company, or SPAC,
DiamondPeak Holdings Corp. that valued the company at $1.6 billion.

The company, which had a market value of $2.9 billion as of Thursday, has yet to sell a
vehicle. It is targeting the commercial-truck market, vehicles typically used by fleet
operators in business or government settings.

Lordstown Motors and Mr. Burns have regularly pointed to its preorder book to
underscore the strength of demand for its forthcoming commercial pickup truck, the
Endurance, and promote its business to investors. “Most of them are signed by the CEOs
of these large firms,” Mr. Burns said of the preorders in a CNBC interview in November.
“They’re very serious orders.”

https://www.wsj.com/articles/gm-sells-lordstown-plant-that-became-flash-point-for-trump-uaw-11573160818?mod=article_inline
https://www.wsj.com/market-data/quotes/GM
https://www.wsj.com/articles/how-nikola-stock-got-torched-by-a-short-seller-11600867055?mod=article_inline
https://www.wsj.com/market-data/quotes/NKLA
https://www.wsj.com/articles/electric-truck-maker-lordstown-motors-to-go-public-in-reverse-merger-11596471825?mod=article_inline
https://www.wsj.com/articles/when-spacs-attack-a-new-force-is-invading-wall-street-11611378007?mod=article_inline
https://www.wsj.com/articles/these-11-ev-startups-are-chasing-tesla-they-cant-all-win-11605884422?mod=article_inline
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In a regulatory disclosure in December, Lordstown Motors said it didn’t have any current
customers or pending orders, and there was no assurance the nonbinding preorders will
be converted to sales. In a January news release, Lordstown Motors said the more than
100,000 reservations for its Endurance truck were nonbinding.

Hindenburg said those orders weren’t only nonbinding but also “largely fictitious” and
didn’t represent “genuine demand.” The New York-based research firm, led by Nathan
Anderson, said it talked to several businesses and municipalities that the company counts
as having placed preorders.

Some preorders for 1,000 or more trucks came from businesses that didn’t operate
commercial fleets, Hindenburg said. Others with preorders told the firm that they didn’t
have the means or intention to purchase the number of trucks tied to the reservation, the
report said.

Responding to these claims, Mr. Burns said the company is confident there is demand for
its trucks and the preorders were a way to gauge interest as it preps the factory to build
for certain volumes. He also said some of these businesses aren’t fleet operators but
intermediaries.

“If a guy signed a piece of paper that said ‘I think I can move x-thousand of them,’ we
believe them. But it’s not in blood. It’s a nonbinding letter of intent,” he said.

The report also said Lordstown Motors was behind schedule for starting production at
the Ohio factory in September and was confronting undisclosed production delays. It said
former employees told Hindenburg that the startup was still building battery packs by
hand, despite plans to mass-manufacture them in-house.

Mr. Burns said Lordstown Motors is still on track to start building market-ready trucks in
September and much of the equipment necessary to manufacture the battery packs is
installed.

Hindenburg also said a prototype of Lordstown Motors’ new truck caught on fire 10
minutes into its first on-road test in January. The firm cited a police report it obtained
through public records requests. Mr. Burns confirmed the fire but said it was determined
to be caused by human error during assembly.

https://www.sec.gov/Archives/edgar/data/0001759546/000110465920132443/tm2035569-9_424b3.htm
https://investor.lordstownmotors.com/news-releases/news-release-details/lordstown-motors-surpasses-100000-pre-orders-lordstown-endurance
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Appeared in the March 13, 2021, print edition as 'Short Seller Trains Sights On Lordstown.'

Lordstown Motors initially outlined plans to begin production by late 2020. The company
later pushed back the timing to January 2021, citing disruption from the Covid-19
pandemic, and recently pushed back the start of production to September.

In January, Lordstown Motors said it had begun building 57 prototype trucks for testing.
It also has said it is working on an electric van, set to go into production in the second half
of 2022.

Lordstown Motors is scheduled to report its fourth-quarter financial results and host its
first investor conference call on Wednesday.

Hindenburg’s Mr. Anderson and a reporter for The Wall Street Journal are among the
more than 20 defendants in a lawsuit brought by private-equity firm Catalyst Capital
Group and Callidus Capital Corp. alleging a short-selling conspiracy related to a 2017
article about Catalyst. A Journal representative has said the news organization is
confident in the fairness and accuracy of its reporting. Mr. Anderson said: “We stand by
our research on the subjects 100%.”

Hindenburg last fall issued a report on Nikola, accusing the Phoenix-based maker of
electric and hydrogen-powered trucks of being an “intricate fraud” and making
misleading statements. Following the report, Nikola’s stock cratered, the company
received subpoenas from the Securities and Exchange Commission and Justice
Department, and its founder Trevor Milton exited the company.

Nikola has called the report’s claims false and misleading. In a recent regulatory filing, it
said that an internal review of Hindenburg’s allegations found that nine statements by the
company or Mr. Milton were wholly or partially inaccurate but disputed the report’s
characterization of the company as a fraud.

Lordstown Motors acquired the plant in November 2019 from GM for $20 million,
according to a regulatory filing. GM later forgave the purchase obligation, other loans and
interest in exchange for 7.5 million shares of Lordstown Motors, or a 4.5% stake, the filing
said.

Write to Ben Foldy at Ben.Foldy@wsj.com and Mike Colias at Mike.Colias@wsj.com

https://investor.lordstownmotors.com/news-releases/news-release-details/lordstown-motors-releases-business-updates-prepares-ohio-factory
https://www.wsj.com/articles/how-nikola-stock-got-torched-by-a-short-seller-11600867055?mod=article_inline
https://www.wsj.com/articles/nikola-electric-hydrogen-trucks-trevor-milton-11601575695?mod=article_inline
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Court File No. CV-17-587463-00CL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

BETWEEN: 

THE CATALYST CAPITAL GROUP INC. and CALLIDUS CAPITAL CORPORATION 

Plaintiff(s) / Responding Party 

- 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 CaAPITAL 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 

Defendant(s) / Moving Party 

AFFIDAVIT OF JEFFREY McFARLANE 

(Sworn December ___. 2019) 

I, Jeffrey McFarlane, of Chatham County, in the State of North Carolina, MAKE OATH AND SAY: 

1. I am a Defendant in this action brought by the Catalyst Group Inc. (“Catalyst”) and Callidus Capital

Corporation (“Callidus”) and therefore have personal knowledge of the matters to which I

hereinafter depose. To the extent such knowledge is based on information and belief, I have set out

the source of such information, all of which I believe to be true.

2. I swear this affidavit in support of the motion that I have brought seeking that this action be

dismissed as against us on the basis that it is a strategic lawsuit against public participation

(“SLAPP”).
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PARTIES 
 

3. The Catalyst Capital Group Inc. (“Catalyst”) is a corporation that carries on business as an investor 

in distressed companies.  Callidus Capital Limited (“Callidus”) is a related company to Catalyst, 

both of which are controlled by Newton Glassman (“Glassman”), and which carries on business as 

a sub-prime lender for distressed companies.  Callidus was until November 2019 a publicly traded 

company on the Toronto Stock Exchange. 

 

4. Catalyst has raised approximately $6B (Six Billion Dollars) from the public, including pension 

funds, charitable institutions, family offices, high net worth investors and university endowments.  

 
5. Catalyst’s principals are Newton Glassman (“Glassman”), Gabriel De Alba (“De Alba”), James 

Riley (“Riley”) and Rocco DiPucchio (“DiPucchio).  De Alba is a Managing Director and Partner 

of Catalyst, Riley is a Managing Director and Chief Operating Officer of Catalyst.  DiPuccio 

(“DiPuccio) is a lawyer and a Managing Director of Catalyst. DiPucchio’s former law firm was Lax 

O’Sullivan, LLP.  Riley is Callidus’ Secretary.  Both Glassman and Riley are Directors of Callidus.  

Riley and Glassman offer management services on behalf of Catalyst to Callidus.   Rocco Di Puccio 

(a lawyer, formerly a partner with Lax O’Sullivan, the former lawyers for Callidus before they 

removed themselves from the record of this action, after the shocking sting on the former Justice 

Newbold was reported in all the major newspapers in Canada, and now a full time employed lawyer 

at Callidus and Managing Partner of Catalyst).   

 
6. The Defendant, Jeffrey McFarlane (“McFarlane”) was the former President and CEO of Xchange 

Technology Group (“XTG”), who as a former borrower of the Plaintiff has insight into the Plaintiff’s 

business practices and is a self-represented defendant in this action brought by the Plaintiffs. 

 
Background 

 

7. The Plaintiffs Catalyst and Callidus, have instituted this claim against me which is vexatious and 

abusive and is a SLAPP action.  

8. The Plaintiffs have commenced this Action at the same time as they have commenced a parallel 

action for defamation against McFarlane arising from the same set of facts in Court File No. 

CV-18-593156-00CL (the “Parallel Action”); 
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9. The same allegations of defamation and conspiracy made against McFarlane in this Action are 

duplicated in the Parallel Action;  

10. There is no genuine issue for trial with respect to any of the factual allegations made by the Plaintiffs 

against McFarlane in this Action or in the Parallel Action; 

 

This Proceeding is a SLAPP 

 

11. The Plaintiffs have launched this proceeding against me as a strategic lawsuit against public 

participation  (a “SLAPP”) and as yet another tactic employed by the Plaintiffs to attempt to 

silence me and other critics and suppress public participation in debate or publication on matters 

of public interest specifically being misconduct in the operation of a publicly traded company, 

and its parent entity which is a private equity firm that has raised significant amounts of money 

from pension funds, university endowments, charities, family offices and high-net-worth 

families, and breaches of the Ontario Securities Act. As a result of this action by the Plaintiffs, 

other critics may refrain from speaking out for fear of the same retribution. 

 

12. The Parallel Action constitutes and is being pursued as a strategic lawsuit against public 

participation (a “SLAPP”). The Action arises from an expression made by McFarlane, namely, 

the opinion included in the Wall Street Journal article and the OSC whistleblower complaint, and 

is designed primarily to discourage public discourse on matters of public interest, including: 

 

(i) attempting to silence a critic of the Plaintiffs in circumstances where such criticism is both 

true and accurate and of public interest; 

 

(ii) the communication with the OSC constituting responsible communication on a matter of 

public interest, that concerned the potentially fraudulent conduct and practices of members 

of a prominent private equity fund and a public company which does business globally, and 

which is majority-owned by a private equity firm that has raised billions of dollars from 

public pension funds, charitable institutions, university endowments, and high-net-worth 

individuals.  Furthermore, the statements were made after extensive due diligence was 
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conducted to determine the factual background of the statements and which I reasonably 

relied on to be true and were true or substantially true and were not motivated by malice. 

 

(iii) to discourage individuals who make whistleblower complaints to the OSC and other 

appropriate securities regulators, from speaking with journalists regarding their concerns;  

 

(iv) to exhaust my financial resources; 

 

(v) the core allegation in the Action is that I acted in furtherance of a “conspiracy” with and 

among the Defendants, against the Plaintiffs, simply by filing a regulatory whistleblower 

complaint and is vexatious and baseless and demonstrates the nature and purpose of this 

action as a SLAPP. This Action is being pursued for the collateral purposes of deflecting 

from the plaintiffs’ own wrongful and unlawful misconduct and business failures and 

losses, caused solely by their own hands, that has come to light and not as a result of any 

statement or conduct by me; 

 

(vi) the Action is also designed to reinforce the Plaintiffs’ reputation for engaging in aggressive 

litigation as a means to discourage legitimate criticism of the Plaintiffs, who over the course 

of the past five (5) years have launched four (4) lawsuits in Ontario against me; and 

 
(vii)  the Plaintiffs have failed to demonstrate any viable claims against me and have failed to 

provide any documentation that could implicate me in the claims advanced against me and 

other Defendants. This further demonstrates the nature and purpose of this action as a 

SLAPP. 

 
(viii) The purpose of this action is also an attempt to improperly undermine solicitor-client 

privilege, common interest privilege, absolute privilege, qualified privilege and privilege 

associated with the Whistleblower program and the confidentiality protected by that 

program.  

 
(ix)  It is my belief that any responsible legal individual who has performed extensive due 

diligence and who is also informed by other parties that fraud and other illegal activities is 
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being perpetrated against them and the public at large and that this information can be 

reasonably relied on, would report his observations to the appropriate authorities. 

 

 
Overview and Background of the Involvement of McFarlane with Callidus 

 
13. In 2012, XTG’s operations were under significant liquidity pressures.  At the time Callidus 

purchased the XTG Debt, I was led to believe that Callidus intended to provide sufficient 

operating liquidity to increase operational revenues and to stabilize and improve XTG’s working 

capital position.  However, even prior to closing, Callidus, at the direction of Newton Glassman, 

unilaterally and arbitrarily placed a $1 million “block” on the availability of the loan, reducing 

XTG’s credit capacity by $1 million.  This negatively affected XTG’s ability to pay its suppliers, 

acquire product and generally manage its working capital.   

14. Over the ensuing months, Callidus drastically devalued XTG’s business by “drip-feeding” 

capital increases, delaying the inclusion of additional assets in Callidus’ loan availability 

calculation, artificially restricting liquidity, accumulating high interest charges and fees and 

obstructing investment into XTG on commercially reasonable terms.  This led to the events of 

default. 

15. It is my belief that Callidus engaged in a pattern of strangling XTG’s operating capital and piling 

on debt and interest charges, because it believed that XTG had sufficient long-term value that 

Callidus could recover its additional hard and soft debt through acquiring XTG’s assets in a later 

court process.  In particular, in a meeting with Callidus, Triangle Capital (XTG’s subordinated 

lender) and XTG senior management on May 20, 2013, Callidus performed an analysis of XTG’s 

break-up value and observed that there was a $10-15 million equity cushion to allow it to run up 

the senior debt to the detriment of the subordinated debt holders and equity holders. Large 



Page 9 of 29 
 

 
 

   

segments of this conversation involving Craig Boyer from Callidus and Cary Nordan from 

Triangle Capital were recorded and can be provided if necessary. Callidus was clearly engaging 

in a “loan to own” strategy by which it consumed the equity value of the business through debt 

and fees, and thereby precluded any reasonable prospect of XTG being refinanced by another 

lender or acquired by a strategic buyer. 

16. Because of this “loan to own” strategy, and the inconsistent provision of funding, the operations 

of XTG continued to deteriorate over the course of 2013.  As part of this same strategy, and 

reflective of Callidus’ likely assessment of XTG’s value, Callidus blocked re-financing 

opportunities that were in similar amounts to its loans, as well as valuable asset divestiture 

opportunities.   

17. For instance, in April 2013, I attempted to help Callidus reduce its loan exposure through the 

immediate disposition of a discrete business unit known as PartStock.  PartStock was acquired 

by XTG in 2009.  We grew its revenues from US $11 million to US $22.9 million.  However, 

PartStock’s business model was highly seasonal, which meant that it was particularly susceptible 

to short term funding shortages.  As a result, PartStock was affected even more severely by the 

liquidity constraints imposed by Callidus on XTG than the rest of the business. 

18. Because PartStock’s core business had value, the solution to preserving it was to bundle it off.  

In the process, Callidus would receive a reduction on its debt.  To that end, I facilitated a proposal 

by North Mill Capital LLC, in or around April 2013.  Under the proposal, Callidus would have 

received $3-3.5 million in debt reduction.  It would also have decreased XTG’s total funding 

needs and the incremental increases in the XTG Debt.  
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19. Callidus flatly refused the proposal, notwithstanding XTG and PartStock’s deteriorating 

condition.  I specifically warned Callidus on May 1 and May 30, 2013 that PartStock would not 

survive much longer.  Key employees were unhappy with the instability of the business and 

close to resigning.  Further, PartStock would not survive an insolvency proceeding because such 

a proceeding would eventually disqualify PartStock from a core business area – public sector 

supply. 

20. PartStock indeed never recovered.  In October 2013, a week prior to the Receivership 

application, the PartStock facility was closed down by Callidus, using Duff & Phelps as their 

proxy, and all of the senior sales employees and managers terminated.  Most of the remaining 

staff were terminated in a matter of weeks and the remaining inventory relocated to XTG’s larger 

warehouse in Morrisville, NC 

21. Callidus impaired refinancing efforts in the same way it opposed the PartStock divestiture.  In 

or around May 2013, XTG retained Canaccord Genuity Corporation (CGC) to conduct a 

refinancing solicitation process for XTG (the CGC Process), pursuant to which 56 parties, 

including financial and strategic parties and private equity firms, believed to have an interest in 

participating in a refinancing of XTG, were identified and invited to meet with XTG 

management.  I participated in this process as CGC’s principal contact.  

22. As part of the CGC Process, XTG received a financing proposal from Falcon Strategic Partners 

IV, LP (Falcon) for up to $35 million in debt and equity financing (the Falcon Proposal).  

Callidus refused to allow XTG to fund the due diligence in a timely fashion and obstructed 

XTG’s efforts to successfully conclude this financing.   
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23. Also during the CGC Process, I met with representatives from a large US private equity fund, 

HIG Growth Partners (HIG), which expressed interest in acquiring XTG and merging it with 

another business that it was in the process of acquiring.   

24. Callidus received and blocked these two competing offers for the true value of the XTG assets 

with no meaningful discussion of the offers whatsoever. 

25. On or about August 15, 2013 – while XTG’s liquidity was rapidly deteriorating - HIG submitted 

a letter of intent (the Letter of Intent) to Callidus to purchase XTG’s business and assets for US 

$15 million, which was quickly dismissed by Callidus.  Callidus advised that it was not prepared 

to consider the offer.   

26. Following Callidus’ rejection of the first Letter of Intent, HIG offered to purchase the XTG Debt 

for US $17 million (the HIG Offer).  Callidus, through Craig Boyer, bluntly advised me and 

HIG that it was not prepared to consider the offer, nor would it even entertain a negotiation.  I 

concluded that Callidus would not take any steps that would result in a write down of a portion 

of its loan, regardless of the size of the loss or the fact that a significant portion of the face value 

of the debt was attributable to fees.   

27. Later I learned that Callidus was in the final stages of planning its IPO and proclaimed in its 

Prospectus Summary that “Callidus has a strong track record as evidenced by, among other 

things, no realized losses on principal after consideration of liquidated collateral and costs to 

settle from 2011 to 2013.”. 

Receivership by Callidus 
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28. On or about October 25, 2013, Callidus brought an application and obtained an order (the 

Receivership Order) for the appointment of Duff & Phelps Canada Restructuring Inc. as 

receiver of XTG (the Receiver) (the XTG Receivership).   

29. Callidus, through its wholly-owned subsidiary, 2393134 Ontario Inc. (239), submitted a stalking 

horse offer (the Stalking Horse Offer), pursuant to which it offered to “purchase” XTG’s assets 

for the forgiveness or assumption of the then-existing amount of the XTG Debt, less CAD $3 

million (the Carve Out).   At that time, the existing face value of the XTG Debt was US $36.97 

million, swollen by professional fees, accumulated interest charges and other fees, including the 

Facility Fee and First and Second Forbearance Fees. 

30. The Stalking Horse Offer was memorialized in an Asset Purchase Agreement negotiated by 239, 

Callidus and the Receiver (the Asset Purchase Agreement). 

31. Under the XTG Receivership, the Receiver initiated an expedited process for the solicitation of 

prospective purchasers and the sale of XTG.  The Receivership Order directed the Receiver to 

accept the Stalking Horse Offer subject to the receipt of a superior bid (as defined in the 

Receivership Order) submitted on or before the bid deadline of November 19, 2013.  The reasons 

cited by the Receiver for the expedited process were fourfold: 

(a) the breadth and duration of the pre-filing marketing efforts to identify a party to refinance 

the XTG Debt; 

(b) the inability to generate an offer from the refinancing efforts; 

(c) the distressed state of the business; and 
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(d) the need to quickly stabilize XTG’s business to prevent erosion in stakeholder 

confidence. 

32. These circumstances were of Callidus’ own making.  The failure to generate an offer from the 

refinancing efforts was a direct result of Callidus’ failure to negotiate in good faith with 

prospective purchasers and lenders, while at the same time running up the XTG Debt through 

astronomical interest rates ranging between 18-21% per annum.  Further, the deterioration of 

XTG’s business was due to Callidus’ failure to inject the requisite funding into the company, its 

micro-management of the company’s disbursements and its absolute control over XTG’s cash, 

for example, by refusing to pay vendors, except where critical to the operation of the business, 

and stretching the trade creditors as far as possible. At Callidus’ direction, the company 

continued to use the services of and buy products from unsecured creditors knowing full well it 

never intended to settle these debts with the pending Receivership action it had planned.  

33. Not surprisingly, no other purchaser by then was prepared to bid against the amount of the XTG 

Debt. 

34. As a result, on or about November 19, 2013, the Receiver advised Callidus that it was the 

“successful bidder” and that Callidus had acquired XTG for the amount of its loan, leaving the 

Carve Out owing from the XTG Debt of $3 million, as set out in the Asset Purchase Agreement.  

This enabled Callidus to maintain the loan value on its books for its investment in XTG. 

35. The sale by the Receiver of XTG to 239 was approved by the Court on November 22, 2013 (the 

Sale Approval).   

36. At no time during the Sale Approval process did Callidus ever attempt to explain to the court 

that the $3 million so-called Carve Out was related to my Guarantee.  In fact, the first time that 
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Callidus explicitly connected the $3 million Carve Out with the amount of the Guarantee was 

more than fifteen months after the XTG Receivership, in the context of a rectification motion 

brought by Callidus to change the currency of the Carve Out as stated in the Asset Purchase 

Agreement. 

37. At all times, the Asset Purchase Agreement provided for a Carve Out of $3 million, denominated 

in Canadian currency.  Callidus later asserted (after I contacted the Receiver to confirm the value 

of the Carve Out in light of this action) that the Carve Out was intended to be denominated in 

USD to correspond with the US $3 million secured by me under the Guarantee.  The currency 

of the Carve Out was rectified in the Asset Purchase Agreement by Order dated January 25, 

2016. 

38. Callidus now asserts that the purpose of the Carve Out was to preserve the Guarantee.  The Carve 

Out is not referred to in the Guarantee.  The Asset Purchase Agreement was entered into long 

after the Guarantee and I was not a party to the Asset Purchase Agreement, which was between 

Callidus and the Receiver. 

Additional litigation  

39. In addition to this action, on or about April 23, 2015, Callidus commenced a separate action 

against me, among others, bearing Court File no. CV-15-52673, in which it raises allegations of, 

among other things, breach of fiduciary duty, inducing breach of non-disclosure and non-

solicitation agreements, breach of contract, breach of the duty of confidentiality, fraudulent or 

negligent misrepresentation, injurious falsehood, false and misleading statements, unlawful 

interference with economic relations, misappropriation of business opportunities, conversion 

and unjust enrichment. 
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40. In yet another example of Callidus’ attempt to intimidate and strong arm its adversaries, the 

Claim names my then wife as a Defendant to the action, without any underlying allegations 

against her.  The claim against Mrs. McFarlane was struck by Order dated November 24, 2015, 

on the basis that the pleadings disclosed no reasonable cause of action against her and she is not 

a necessary part of the claims against other defendants.   

41. In addition to my own proceedings, I am aware that Callidus’ aggressive, methodical and 

unscrupulous business tactics have been the subject of comment in the press and the subject 

matter of other litigation with facts quite similar to my own concerns. As early as May 11, 2015  

the Wall Street Journal, began covering the practices of Callidus Capital by publishing an Article 

entitled “Manager Feels the Heat on IPO”, referring to Newton Glassman, hereby attached as 

“Exhibit A”, demonstrating the Wall Street Journal was aware of Callidus’ practices resulting in 

conflicts of interest between Callidus Capital and Catalyst Capital, Newton Glassman’s 

extraordinarily egotistical comments from, including, “I’m not really sure anyone else has 

access to the No. 1 distressed-debt manager in the world for one dollar” and Callidus’ suspect 

accounting and or decision making around the XTG situation. 

Research Demonstrates a Clear Pattern of Wrongful Loan Conduct by Callidus  

 

42. I became aware that the manner of wrongful and intentional loan misconduct of Callidus by 

researching other litigation cases that Callidus was involved in with other borrowers.  What was 

strikingly obvious, were the similarities and patterns that other borrowers asserted they had 

experienced with Callidus.  These assertions were supported in many instances by sworn 

affidavits and other pleadings filed in other borrower cases to support those assertions. This 

analysis lead to the production of Exhibit “B” which outlines the ten (10) common, fraudulent 

and deceptive practices that Callidus deployed against its borrowers as it executed its Loan to 

Own scheme over and over. 
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43. The basis of the allegation that Callidus had a corrupt, unlawful business plan, that it used against 

the borrowers that it induced, by misrepresentations, to borrow money from Callidus include the 

following:  

 

(a) Callidus would make representations that Callidus knew were not true or were made 

recklessly, not caring whether they were true or false, in order to induce a borrower to 

borrow from them including:  

 

(i) Callidus was an asset-based lender and did not require personal guarantees and 

was light on covenants, and for that reason, Callidus did charge higher interest 

rates;  

 

(ii)  Callidus’ role as a lender is to work with its customers, inject capital, be 

flexible and to support the business of the borrower as they transition back to 

traditional lenders, 

 

(b) Contrary to its representations, Callidus would change its position, using last minute 

changes when the borrower has no alternative financing, demonstrated by: 

 

(i) requiring guarantees, or changing temporary guarantees to permanent guarantees (for 

no consideration);  

 

(ii) changing contractual provisions to incorporate the discretion of Callidus as well as 

other onerous terms, to the detriment of the borrower, but to the benefit of Callidus;  

 
(iii) adding broad release language into the overall loan agreement to protect Callidus 

from its misconduct, including misrepresentations and breaches of its overall loan 

agreement, and updating every amendment to the loan agreements with a new 

release;   

 
(iv)  dragging out the closing or completion of the overall loan agreement, so that the 

funding would become critical to the borrower and so that, in order to obtain the 
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advance of the necessary funding from Callidus, Callidus could extract terms and 

conditions from the borrower to the benefit of Callidus and to the detriment of the 

borrower;  

 
(v) manipulating the borrower’s circumstances in order to retain the personal guarantees 

while maintaining the high cost of the loan, including high interest rates and fees;  

 
(vi)  manipulating the circumstances of the borrower by creating financial difficulty for 

the borrower, by delaying advances of funds, by not providing all funds to which the 

business is entitled pursuant to the overall loan agreement, knowing that this will 

place the business in financial jeopardy or in a position of default;  

 
(vii) Charging excessive fees, often in excess of $1 million USD to make changes 

to loan agreements, 

 
(viii) using the credit committee as an excuse to delay decisions by Callidus when in fact 

Newton Glassman made every decision of consequence unilaterally, 

(ix)  delay providing financing, thereby placing financial pressure on the borrower, when   

Callidus knew that the credit committee does not make the decisions, but rather they 

are made by Glassman;  

 

(x)  carrying out a “loan to own” strategy to connive or manipulate a default by the 

borrower so that bankruptcy or receivership proceedings occur and Callidus can then, 

as the senior secured creditor, buy the assets at a deflated value using a credit bid in 

the court proceeding;  

 
(xi)  Callidus then inflates the value of the assets to sell the assets in a non-arm’s length 

transaction, to support the market price of the Callidus stock sold to the public or sell 

the assets at a significant profit, as they did in the case of XTG;  

 
(c)  controlling access to the working capital of the borrower by either not providing the 

funds or delaying the advance of funds in a timely manner, knowing that it will 

significantly adversely affect the working capital and the business relationship of the 

borrower with its suppliers, employees, customers and creditors; and,  
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(d) after the asset purchase, or attempted purchase by Callidus, at a shortfall, so that Callidus 

can sue on the guarantees.  

 

44. As part of its business plan, Callidus obtains confidential information about other assets owned 

by the principals of the borrowers that Callidus can later misuse to exert financial pressure on 

the borrower, to have the business and the guarantors succumb to Callidus’ demands for 

increased security and one-sided contractual terms to the benefit of Callidus.  

 

45. Callidus deliberately interferes with the relationship with suppliers by not paying critical 

suppliers or prohibiting the business from paying critical suppliers in order to put financial 

pressure on the business and adversely interfere with the business relationships of the borrower.  

 

46. In order to carry out this plan, Callidus and its officers, directors and employees, during 

negotiations and performance of the overall loan agreement, breach their duty of honest 

performance and fail to act in good faith. Callidus also fails to use its best efforts when required 

to perform steps in order to carry out the intent of the overall loan agreement, in order for 

Callidus to carry out their plan for a loan to own asset credit bid.  

 

47. I learned through publicly available information, of the identities of other individuals who had 

been sued by the plaintiffs (including the Defendants, Kevin Baumann, Darryl Levitt, Gerald 

Duhamel, and Andrew Levy).   

 
48. This information showed that other borrowers of Callidus claimed that similar loan misconduct 

had been perpetrated against them by Callidus through Craig Boyer (“Boyer”) and appeared to 

demonstrate a pattern that seemed to be a pre-orchestrated and integral part of Callidus’ business 

plan. The plan involved inducing potential clients to obtain loans from Callidus with the 

objective then of forcing such businesses into bankruptcy and attempting to acquire the assets 

on the cheap through a credit bid in a bankruptcy process. Once this had occurred, Callidus 

would often sell the assets to its parent Catalyst, and Callidus would then claim a “yield 

enhancement” or a gain on disposal of the acquired assets in its financial reporting on earnings, 

which had the direct effect of artificially increasing the value of the assets it had acquired. In 
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addition, Callidus would then aggressively seek to enforce personal guarantees that were neither 

part of the original loan terms or that had limited scope. As part of its plan, Callidus would 

aggressively pursue enforcement of these guarantees in the hopes that it would exhaust the 

resources of the guarantor to assert its legal rights and remedies for the wrongful acts of Callidus. 

 
 

“Yield Enhancements” - A Flawed and Fanciful Part of Callidus Business Plan 

 

49. Based on the extensive due diligence that I conducted, I formed the opinion that Callidus was 

improperly utilizing a non-IFRS accounting measure referred to as “Yield Enhancements” to 

artificially inflate its earnings and distort its true financial performance. 

 

50. It had become clear that the misconduct of Callidus had the effect of destroying the very 

businesses that it lent money to and as a result of the bankruptcy process that Callidus had forced 

upon its borrowers into, the businesses’ values had declined, often substantially to far less than 

the loan value.  

 

51. I highlighted this manipulative and unsustainable business practice in my whistleblower reports. 

The OSC did take steps to stop Callidus utilizing this “creative accounting” measure to 

artificially inflate the value of its assets. As a result of the OSC stopping Callidus from reporting 

on earnings using “yield enhancements”, the fundamental part of Callidus’ business plan failed 

and the true nature of Callidus’ earnings were then reported demonstrating dismally poor 

financial performance and large losses.  The OSC however should have gone further and insisted 

Callidus restated its prior earnings to conform with then current reporting practices if it was to 

fulfill its mandate of protecting investing public. 

 

Callidus Sues its own Former VP of Underwriting – Craig Boyer for Misrepresentation 

 

52. In March 2017, Callidus subsequently filed a lawsuit against its own former VP of Underwriting, 

Craig Boyer, (“Boyer”), the same loan officer in each of the Borrower’s cases, claiming: 

 

(a) Boyer had been failing to properly manage loans in his portfolio; 
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(b) Boyer had encouraged my former company XTG to artificially inflate its financial results 

and or projections; 

(c) Boyer had directed a company in his portfolio to create a letter on fake Callidus letterhead 

purporting to make financial commitments on Callidus’ behalf and then to sign the letter 

for Boyer even though Boyer did not have authorization from Callidus to make any such 

commitment or to provide such letter.  

 

53. The lawsuit by Callidus also claimed that Boyer artificially inflated the value of client assets of 

Callidus and wrongfully performed acts that I and others had complained of in our own 

respective cases and had formed some of the subject matter of my complaints.  In Boyer’s reply 

to the claim against him by Callidus, he pleaded that Callidus is the subject of regulatory action 

and complaints and that the claim against him was brought for a nefarious purpose. 

 
 

There was no Illegal Coordination by the Guarantors 

 

54. There was no illegal coordination by the Guarantors. Callidus did not likely anticipate borrower 

clients in different industries and geographical regions making contact and discussing how they 

had been harmed wrongfully by Callidus. Craig Boyer, the former senior VP of Underwriting 

for Callidus, and who has been himself been sued for fraudulent misconduct by Callidus, was 

the same underwriter in each of the loans that formed the subject matter of the complaints. Based 

on discussions between myself and certain of the individuals referred to in the Fresh as Amended 

Statement of Claim as the “Guarantors,” it was determined that these individuals had similar 

circumstances and potentially similar legal defences and claims against Callidus (the “Affected 

Borrowers”).  Furthermore, I and the other Guarantors believed, based on their collective 

experience with Callidus, that Callidus’ conduct was part of a deliberate practice of wrongful 

misconduct by Callidus which was integral to Callidus’ business strategy.  

 

55. Due to the potential high costs of litigation with Callidus, and the similarities between our 

respective legal situations, the Affected Borrowers, jointly sought legal advice regarding a 

potential claim against Callidus under the U.S. Racketeer Influence and Corrupt Organizations 

Act (“RICO”).  In the course of the process of exploring their potential legal remedies against 
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Callidus, the Affected Borrowers entered into mutual confidentiality agreements, in order to 

ensure that the information they were sharing with each other for the purposes of potentially 

pursuing litigation against Callidus remained confidential as between them. 

 

56. The Affected Borrowers did not, ultimately, pursue a U.S. Rico claim, due to our inability to 

obtain sufficient litigation funding to do so, as a result of, among other things, (i) Callidus 

settling its $19.5 million claim against Gary Smith of Fortress Resources for $10,000 on the 

conditions that he not only withdraw his appeal, but withdraw any statements critical of Callidus; 

and (b) Callidus settling with the principals of Esco Marine, Levy and Jaross.  Although other 

avenues to bring a claim against Callidus were pursued from time to time, no joint claim against 

Callidus was brought.  Instead, each of the Affected Borrowers proceeded to individually defend 

the claims brought against them by Callidus, although they continued to communicate with each 

other in order to assist in defending the respective claims against them. 

 

OSC Whistleblower Complaints 

 

57. The whistleblower complaint highlights aspects of fraud and misrepresentation that I believe the 

Plaintiffs have conducted. The whistleblower report is based largely on the Plaintiffs’ own public 

disclosure documents coupled with my insights into the XTG situation. It details the complex 

financial frauds that the Plaintiffs have engaged in with their investors and the public at large 

and has subsequently proved to be both true and accurate given the numerous reporting changes 

the OSC imposed on Callidus. 

 
58. As a former borrower of Callidus while at XTG, McFarlane was often perplexed by the 

questionable tactics used by the Callidus and Newton Glassman against their borrowers.  During 

the time in which XTG was a borrower of Callidus, some of these tactics appeared to be 

economically irrational, whether is was the deliberate withholding or delay of funds or the 

unwillingness to negotiate an exit with a prospective buyer who offered to acquire the Callidus 

loan for well in excess of what Catalyst eventually wrote their position down to. 

 

59. It was only after reviewing the Callidus Initial Public Offering (“IPO”) Prospectus that 

McFarlane became suspicious of Callidus’ accounting practices and how they deviated 
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materially in practice from the stated practices in the IPO Prospectus and from industry standard 

practices. McFarlane was also suspicious that Callidus did not wish to disclose a material, but 

unrealized loss on the XTG loan to the markets in advance of its IPO and thereby contradict its 

own prospectus statements. 

 

60. These deviations would include the Plaintiff’s: 

(a) inconsistent application of the Catalyst Guarantee –the IPO prospectus explicitly stated 

that the guarantee only covered principle, not interest, but uniquely in the case of XTG, 

interest was included 

(b) accruing interest income from a borrower in Receivership with no ability to repay the 

loan rather than putting it into a non-accrual status 

(c) policies around Allowance for Loan Losses 

(d) Fair Value Measurement 

 

61. Other obvious concerns included: 

(a) Callidus’ statement involving its Stalking Horse Bid that the XTG receivership would be 

concluded in about 2 months, when it left XTG in receivership for almost 15 months. 

(b) The manufacturing of earnings represented as “Yield Enhancements” by Callidus; now 

prohibited by the OSC 

(c) The inherent conflict of interest between Callidus and Catalyst Funds when facing a 

substantial loss or write-down 

(d) McFarlane’s sources of information included, among other things: 

(e) The Callidus Capital Corporation Initial Public Offering prospectus 

(f) Bankruptcy, receivership, and court documents; 

(g) Callidus’ own public financial statements 

(h) Multiple court filings relating to the Plaintiffs; 

(i) Discussions with other former borrowers that have experienced similar loan misconduct 

by Callidus and its loan officers; 

 

62. As a result of his research, largely of publicly available documents, McFarlane formed the view 

that Catalyst and Callidus were engaging in an unlawful and fraudulent scheme to inflate the 

earnings of Callidus – now a publicly traded company, and by implication, inflate the value of 
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the Catalyst funds holding an investment in Callidus. McFarlane was also of the opinion that on 

occasion, Callidus would artificially inflate the value of its assets and shift losses to its parent, 

Catalyst, to the detriment of limited partners in the Catalyst Funds.   

 

63. Ultimately McFarlane submitted an OSC Whistleblower Complaint in or around February of 

2017 in an attempt to bring to light fraudulent practices by members of the investment industry. 

 

Communication with Journalists 

 

64. As interest grew in investigating the Plaintiff’s business and accounting practices, McFarlane 

was often approached by investigative journalists.  When McFarlane did agree to speak with 

journalists it was usually to confirm or point out patterns in publicly available documents or to 

relay his own experience with Callidus as a Borrower. I have never influenced the publication 

or timing, or release of any news article. 

 

McFarlane Did Not Participate in Any Conspiracy 

 

65. Notwithstanding that shorting stocks is not illegal in Canada, I did not participate in any 

conspiracy to cause economic harm to the Plaintiffs nor did I have the intention to cause 

economic or other harm to the Plaintiffs. The Plaintiffs allegations are invented as I have never 

participated in the shorting of any stock or security. Any losses occurred by the Plaintiffs were 

directly as a result of the Plaintiffs own failed underwriting and poor performance and not as a 

result of the comments or actions alleged to have been done or uttered by me.  

 
Malicious Conduct by the Plaintiffs 

 

66. The Plaintiffs have brought this claim to deflect from the losses incurred by them solely at their 

own hands. This lawsuit is an attempt to deflect for as long as possible the full extent of the 

Plaintiff’s wrongful misconduct and account for its wrongdoings. 

 

67. Newton Glassman, (“Glassman”), James Riley (”Riley”) (a lawyer), David Reese, (“Reese”) and 

Rocco DiPucchio (“DiPucchio”) (a lawyer, formerly a partner with Lax O’Sullivan, Lisus, 
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Gottlieb LLP (“Lax O’Sullivan”) until August 7, 2018. He acted for Callidus). Lax, O’Sullivan 

were the former lawyers for Callidus and Catalyst before they removed themselves from the 

record of this action, on December 21, 2017, after the clandestine taping of a meeting with Black 

Cube employees or personnel, and a lawyer, the former Justice Frank Newbould, was reported 

in all the major newspapers in Canada, on November 24, 2017. Glassman, Riley, Reese, and 

DiPucchio were fully aware of all of the espionage activities they had instructed, contracted for 

and approved be carried out by Black Cube for Callidus and Catalyst. DiPucchio has been a full 

time employee at Callidus since the summer of 2018 and is the Chief Operating Officer and 

Managing Director).  

 
Plaintiff’s Claims of Causation of Loss are Remote and Unconnected  

 

68. The Plaintiff’s’ claims that I caused economic loss to the Plaintiffs is far-fetched and remote. 

The overwhelming evidence and recently completed take-private transaction points to the 

Plaintiffs being wholly responsible for their own losses as a result of these matters: 

 

(i) Directing agents to conduct a sting on a retired judge to attempt to influence an existing 

case before the courts, such shocking conduct brings the administration of justice into 

disrepute; 

 

(ii) Attempting to dupe a highly distinguished journalist into writing a false story about a 

retired judge in the hopes of influencing an existing case before the courts in 

circumstances where the judge had determined that the Plaintiffs evidence could not be 

relied on and Glassman’s testimony not being able to be relied on; 

 

(iii) Massive losses and write-downs on loans of Callidus into the hundreds of millions of 

dollars; 

 

(iv) A litany of media articles about the Plaintiffs highlighting the poor performance, unhinged 

behaviour and misconduct of the Plaintiffs and other matters of concern surrounding the 

Plaintiffs; 
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(v) The excessive claim for damages of $150 million against a former Senior VP of 

Underwriting, Craig Boyer, for allegedly falsifying accounting statements of a borrower 

of Callidus, failed loan management, and fraud; 

 

(vi) The allegations of Boyer himself disclosing in his defence to the Claims by Callidus, that 

the Plaintiffs are the subject of regulatory complaints way before even the allegedly article 

by the Wall Street Journal had been published; 

 

(vii) Findings of abuse of process and the court system in other court cases in which the 

Plaintiffs had litigated against other parties, often litigating the same set of facts multiple 

times; 

 

(viii) The fact that the share price of Callidus was already trending down, only started to recover 

when Callidus announced a stock buyback share prices higher than the market, 

 
(ix) Failed litigation by the Plaintiffs in other litigation;  
 
(x) The OSC having taken steps to stop Callidus from utilizing the reporting of “yield 

enhancements” to artificially inflate profits where it was stated that there was no 

reasonable basis for Callidus to report using yield enhancements and which Glassman has 

reported in 2016 as being a fundamental part of the Callidus business; and 

 
(xi) Attempts to stop media from reporting on the Plaintiff with multiple threats of litigation 

 
 

69. The conduct of Callidus and Catalyst is wrongful, heavy-handed, commercially immoral and 

illegal business practices all designed to intimidate McFarlane, the Guarantors and others into 

silence.   

70. Callidus and Catalyst believed that its espionage tactics would not be discovered. It was only as 

a result of newspaper coverage in the USA that resulted in the discovery by West Face that the 

espionage and unlawful tactics used or directed or authorized by Callidus and Catalyst involving 
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deceit, deception, dishonesty, illusion, fantasy, fraudulent misrepresentation and using and 

sending false documents and emails, and impersonating other or fictitious persons. Callidus and 

Catalyst received legal advice that approved of this unlawful, unethical conduct and, as a result, 

chose to take that unlawful approach to attempt to intimidate and manipulate the individuals and 

manufacture “evidence”. Callidus and Catalyst attempted to obtain this information from those 

individuals. Callidus used false or forged and fictitious documents with the assistance of Black 

Cube employees and personnel, all the particulars of which, including all agreements to carry 

out these espionage tactics, are known to Callidus and Catalyst and unknown to me. Callidus 

and Catalyst intended to use this information it was conniving to obtain, knowing that it had no 

factual or legal basis, against McFarlane or others. The attempt to intentionally (and 

successfully) obtain solicitor client privileged information, as pleaded by West Face, is 

egregious as is the clandestine taping of lawyers, including a former judge.  
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Overview of Callidus
and Catalyst Capital 
Lending Practices



Introduction 
and Summary

Using a pattern analysis of the lending activities
of Callidus Capital, common to each and every
one of the Borrowers, this summary presentation
demonstrates how:
Callidus Capital and its parent organization
Catalyst Group use a scheme of deception,
including acts and behaviour pre-designed to:
• Fraudulently induce Borrowers to enter into

loan arrangements with them, and
• Deprive Borrowers of their business and

personal assets by using a Scheme of Deception
and Economic Extortion.



It is a 
Fraudulent 

Scheme

• Designed NOT to “enable Borrowers” to recover, 
grow, or transition to traditional financing as they 
represent, but their Scheme intends to deprive 
Borrowers of personal and business assets, by 
making various False Representations:

1. Which are relied on by the Borrowers
2. Which are never kept as promised

• Their intention is not allow a business to obtain 
conventional debt, but to choke it into bankruptcy 
and acquire the business through a credit bid, at a 
steep discount to their original value.

• Resulting in significant economic and personal losses 
to the Borrowers, Shareholders, subordinate debt 
holders, concurrent creditors and suppliers



Fraud & 
Misrepresentation 

Issues

Public Interest 
Concerns

• Fraudulent Inducement against the 
Borrowers

• Pre-designed Scheme to wrestle control of 
the Borrower’s assets 

• Destruction of value for the Borrowers and 
Shareholders by engineering loan defaults, 
taking the assets and then still claiming 
deficiencies against Personal Guarantees

• Fraudulent Financial Misrepresentation – Securities 
Fraud 

• To the public markets and in particular to the
shareholders of Callidus Capital Corp (TSX:CBL)

• To the limited partners of Catalyst Capital LP
(various funds – 3 through 5)

• This requires Public Interest Protection



Lending 
Practices

The following charts summarize ten (10) practices that have been 
determined to be the common experience from five (5) borrowers 
who have subsequently had their businesses taken over by 
Callidus between 2013 and 2016. It became abundantly clear that 
Callidus has consistently applied a set of aggressive and dishonest 
lending practices, which when viewed as a series of marketing, 
representations, acts, non-acts, a patterned Scheme clearly 
emerges which is: 

• Designed to fraudulently induce borrowers to take loans 
from Callidus and place unmanageable financial pressure 
on Borrowers (“strangle them financially”) to the point that 
they default on the loans.

• Obtain Borrowers’ assets and many cases, their personal 
assets, directly or through personal guarantees.

• The former Borrowers were equity holders in:
• Fortress Resources / Opes
• Xchange Technology Group
• Esco Marine 
• Aiken Drilling
• Bluberi Gaming



Lending 
Practices

Fraudulent Inducement and Misrepresentation
• Callidus consistently positions itself as a “bridge lender”. In practice, 

and to quote their chairman, Newton Glassman, they are a 
“distressed debt lender with a no cost equity option”.  

• This means that they do not wish to pay fair value for a business, 
but have other means they resort to, to take control and ultimately 
ownership of a business. A high percentage, approaching 50% of 
loans initiated by Callidus result in a loss of control for the equity 
holders. All too often this bridge turns into a pier for its borrowers 
through Callidus’ fraudulent inducement.

Last minute changes to deal terms under extortionate terms and 
circumstances – often engineered by Callidus
• Virtually every transaction has had the deal terms evolve and 

change materially, prior to closing - usually once Callidus feels the 
prospective borrowers have ceased pursuing or have lost the 
opportunity to attract alternative financing.  Deal term changes may 
include any or all of the above:

• A rate increase – usually from 18% to as high as 35%
• A fee increase – their fees can escalate into the millions
• Personal guarantees
• Arbitrarily blocking credit availability under their own loan 

formula



Lending 
Practices

Valuations (Irregular and Non-Independent)
• While valuations are a fundamental component of Asset Based Lending (ABL), 

Callidus will use or ignore the guidance in these reports to suit its own purposes. 
• In the most egregious cases, Callidus will order a valuation from a complicit third 

party to suit its own plans – often when they are planning to take control of a 
debtor – and will actually dictate to the evaluator what the report is to say.

• In other cases they will ignore acknowledged shortcomings of the reports until 
such a time as it is convenient to them. 

• Often the rectification of these shortcomings would lead to increase borrowing 
capacity once and if implemented.

Intentional holding back of advances under the loans
• Callidus is notorious for withholding advances when requested, even when there 

is availability under the loan agreements. They will often wait for extreme 
pressure to build around critical payments like payroll, taxes, etc before releasing 
funds. Their drip-feeding of capital has a massively detrimental impact on the 
company’s vendor and customer relationships as a result often leading to a loss of 
business or at a minimum business reputation. Borrowers are often forced to go 
two or more weeks without funding of any kind. This destroys the business.

• Subsequent facilities or assets are often not funded or funded far later than is 
expected and represented or useful.  The will often break up the overall loan 
agreement into multiple tranches of lending, often five or more “Facilities” to 
further complicate, control and slow advances. 

• Callidus’ actions contribute to or further the insolvency of the Borrowers, which 
results in detrimental legal ramifications for the business owners.

• See Esco case in Texas where judge determined the practice to be fraudulent



Lending 
Practices

Decision Making in the Callidus Credit Committee

• References are made to the “credit committee” whenever a real decision needs to 
be made. The credit committee is a falsity and in reality only Glassman makes any 
decisions of consequence. Nobody else in Callidus is able to make a decision of 
consequence and “one beats two” and “one beats three” as acknowledged by 
Callidus’ own staff in recorded meetings. After all “it is his money” is the comment 
made by Craig Boyer, Callidus VP for Portfolio Management. (play attached 
recordings from May 2013)

• If Glassman is not available for a week or two, is travelling, or is consumed by a 
major Catalyst deal, meaningful and time-sensitive decisions about a borrower’s 
business will be deferred by weeks - to the great detriment of the borrower since 
there is no other recognized authority at Callidus. This means Newton Glassman is 
aware of the hostile tactics deployed against their borrowers. 

• Boyer’s Statement of Claim, in Section 8a confirms our collective experience that 
Glassman’s “management style focuses on taking hyper-aggressive positions with 
third parties”

Incremental Demands (now referred to as “Yield Enhancements” by Callidus)

• In concert with the drip feeding of capital, Callidus will routinely create pressure 
points, often around critical payments like payroll funding. They will then further 
deprive the Borrowers of their assets by demanding the principals inject more 
equity behind them, pay more in fees, or they will demand additional collateral 
from the guarantors – often including real estate. 

• Callidus and Glassman have engineered these pressure points so as to further 
deprive borrowers of their assets. With their stock (TSX:CBL) under pressure, this 
extreme behaviour will continue with new borrowers until they are stopped.

• These demands on the owners to inject more capital or assets will happen even 
after it has become clear that they are planning to take over (own) a company yet 
still falsely represent they are negotiating loan terms in good faith.



Lending 
Practices

Enterprise value consumption
• Callidus cares very little about a borrower’s earnings or overall financial 

health – and have stated so explicitly in meetings. All they are 
concerned with is collateral and enterprise value.  If Callidus perceives 
there is enterprise value (equity) that it has not already consumed, it 
will formulate plans to grab this value through equity-like returns using 
exorbitant fees and interest rates to do so (recordings from May 2013). 

• Callidus deems equity-level returns to be in excess of 35% and in some 
loan agreements has charged interest as high as 35% and in other cases, 
seven figure fees for renewal and forbearance are common. It is always 
Callidus plan to weaken the equity holders so they will not resist the 
extreme measures being imposed.

Vendor Management
• Callidus will test a borrower’s vendor base to see just how far payables 

can be stretched.  It is their practice to deprive unsecured creditors of 
payments owed as a part of their takeover strategy and to cease paying 
them once they have decided to run a business through a bankruptcy 
process - before taking control of the business.  

• It is common practice for Callidus to artificially allow vendor 
relationships to degenerate with court filings as yet another way to 
position itself as the white knight to the bankruptcy courts.  Callidus will 
also cease funding legal defenses or ignore these claims if they’re 
coming from unsecured creditors once they’ve decided on a bankruptcy 
process – often many months in advance of the actual filing.



Lending 
Practices

Removal of Principals  & Appointment of New Management
• In advance of a bankruptcy process Callidus will often take extreme measures to

• Remove any principals from the operation of the business
• Prevent principals from gaining access to their own company’s financial 

information
• Lock the principals out of their premises, offices and internal 

communication systems 
• Appoint or force upon the borrower a third party consultant named by 

Callidus, in the capacity of CRO - fully funded by the borrower. The 
principals are forced to completely withdraw from management and then 
Callidus will use the newly appointed executive / CRO / consultant to 
further defraud the business owners by signing off on:

• Loan modifications and Yield Enhancements – for Callidus’ benefit
• Corporate releases – in an attempt to avoid legal responsibility for 

their scheme, depriving the borrower from recourse in court
• Ultra-short term Forbearance agreements - that often dramatically 

increase indebtedness in the form of fees, further depriving the 
borrowers

Exerting fiduciary control
• Leading up to a bankruptcy filing, Callidus will begin to take a hands-on approach 

to the company, either directly or through their third party consultant, to 
selectively control which suppliers will get paid and whom they will deprive in the 
bankruptcy process.  

• They are effectively acting as owners, implementing the most aggressive aspects 
of their scheme in the months preceding a bankruptcy filing, acting solely in their 
own best interest – not in the best interests of all parties as fiduciary should 
undertake.



Common 
Patterns

The Scheme

• Fraudulent Inducement
• False Representations
• Fraudulent Lending Activities
• Manipulated Valuations
• Economic Extortion
• Borrowers Reliance on representation oral and 

written
• Significant and devastating losses to Borrowers
• Fabricated “Yield Enhancements” that do not 

withstand accounting scrutiny



Contrast to 
Traditional 

Ponzi Schemes

• The Callidus Scheme requires more and more cash 
to be sustained

• Virtually all of Callidus’ earnings are non-cash, 
accounting entries and interest accruals

• The propagation of this Scheme requires Catalyst 
and Callidus to aggressively target:

1. More borrowing capacity
• from new lenders
• recent CDO facility

2. More investors – Fund 3, 4, 5, etc
3. New Borrowers - who are unaware of their Scheme

• Until the Scheme collapses, the Borrowers 
will bear the brunt of the fraud

• When the Scheme collapses
• Investors in Callidus and Catalyst will face massive write-

downs
• Their lenders will similarly be faced with large losses

• Meanwhile Catalyst and its management team will 
accrue millions in performance bonuses and fees in 
the process



Callidus History 
of Loan Losses 

and Write-
downs

• According to the 2014 Callidus IPO Prospectus:
• Callidus is a successful asset-backed lender with a history of consistently 

generating significant returns. Callidus has a strong track record, as 
evidenced by, among other things, no realized losses on principal on 
Callidus-originated loans after consideration of liquidated collateral and 
costs to settle from 2011 until 2013.

• According to Callidus’ own financial statements, increasingly 
large loan loss accruals are building within the Callidus loan 
book and are likely still understated.

Year Loan Loss Accrual 
Balance

Assets “Acquired” 
from Borrowers

2013 $10.18 million $11.36 million

2014 $18.97 million Engineered to nil

2015 $35.65 million $102.37 million

2016 $132.31 million $91.21 million

Clearly the size and scale of the Callidus / Catalyst Scheme is beginning 
to show signs of distress with:
• Loan losses and accruals pushing $200 million in the last 4 years
• With former owners / Borrowers deprived of over $200 million of 

assets



Summary 
Conclusion

• Callidus is a loan-to-own operation
• Fraudulently induces Borrowers to take loans
• Is a pre-organized Scheme that is intended to 

deprive people of their assets
• There is an overarching public interest consideration 

to stop this harmful practice 
• Pattern emerges after investigating multiple events 

and companies and talking to other Borrowers. 
Experience and playbook is the same.

• Acknowledgement by Callidus of significant fraud 
having occurred

• Callidus and Catalyst are run by the same person. 
They are Alter Egos of Newton Glassman
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 1       U/T         A.  Yes, I can undertake that, or I can

 2       take two minutes and probably find it right now.

 3   6               Q.   I would rather move on.

 4                   A.   Okay.

 5   7               Q.   If you are okay with that.

 6                   A.  I'll give you an undertaking for

 7       that, yeah.

 8   8               Q.   Document 13, and I am going to

 9       show you a letter I sent to you, Mr. McFarlane,

10       February 14, 2020, and in the first paragraph, I

11       ask that you:

12                        "[...] send me a copy of the

13                   whistleblower reports you refer to

14                   in your affidavit sworn in December,

15                   2019."

16                   And you replied in document 14, which

17       is a February 20, 2020, email to me sent at 9:32

18       p.m.  Your second paragraph of your email to me

19       says:

20                        "Per my sworn affidavit,

21                   attached here for reference, I have

22                   included this document in Schedule B

23                   and am claiming Absolute Privilege

24                   over this document and will not

25                   provide you with my OSC
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 1                   Whistleblower submission."

 2                   Do you see that, sir?

 3                   A.   I do.

 4   9               Q.   And I am asking you again to

 5       produce a copy of your OSC Whistleblower Submission

 6       which is the subject of your anti-SLAPP motion.

 7       R/F         A.  I will stand by the privilege

 8       position I have taken on that.

 9  10               Q.   Okay.  Document 12.  So this

10       should be another letter from me to you,

11       Mr. McFarlane, dated February 5, 2020.  And just

12       scroll through it.

13                   And the next page so he reads the whole

14       thing.

15                   A.   [Witness reviews document.]

16  11               Q.   So, Mr. McFarlane, your affidavit

17       of documents listed 47 documents in Schedule "A",

18       and in this letter of February 5, I requested you

19       produce documents regarding a number of persons

20       that are listed in paragraphs 1 through 9 of the

21       letter, and you didn't send me those documents, and

22       I am wondering when you are going to send me those

23       documents.

24                   A.   Did I provide you a response to

25       that letter?
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From: Jeff McFarlane <jmcfarlane@triathloncc.com>
To: Tony Griffin <tony.griffin@westfacecapital.com>
Subject: Following up
Sent: Tue, 1 Sep 2015 17:07:51 +0000

Tony I'd like to get a sense if there's still a possibility of getting a deal together with West Face. 

I appreciate its on the small end of what you do, but we're now in a place where we can quickly scale the business and I 
need to make this capital raise a high priority. West Face is uniquely positioned to understand the past history and the 
characters involved. I'm confident we will grow quickly and profitably with the right capital structure. Beating Callidus will 
be a fringe benefit. 

The immediate need is only in the range of $2M but could quickly scale to $5M+ with a combination of organic growth and 
acquisition activity.

There's a range of solutions here, but wanted to see if you would be interested in a deal structure with convertible debt - 
which I think  you or Greg mentioned before.  If you guys would back me with $2M to accelerate our growth in return for a 
reasonable cash yield and the option to convert to a 20% equity stake in the business, if you like what you see, I'd be 
interested in exploring this with you. 

Inside of two years the BS with Callidus should be behind us and traditional bank financing could take out the note - if that's 
what you want. 

I will be in Toronto for the next few days if you have time to get together or discuss. 

Regards,
 
Jeff McFarlane
T: 919-813-7788    F: 919-926-1149
 



This is Exhibit “103” referred to in the Affidavit of James A. 
Riley sworn May 29, 2020. 

Commissioner for Taking Affidavits  
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