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AFFIDAVIT OF GARY IVANY

SWORN JULY 29", 2014

I, Gary lvany, of the Town of Pickering, in the Province of| Ontario, swear and say that:

INTRODUCTICN

1. 1 &m a Senior Manager In the Group Risk Management depariment 2t the Royat Bank of Canada
{the “Bank”) and as such have personal knowledge uf the facis and matiers hereinafter deposed ;

to excapt where steted fo be based on Information ang
believe the same to be true,

belief and where so stated 1 do verily

z, Fam currently directly involved with the Sprague-Rossgr Contracting Co, Lid, (the "Borrawer™ :
sccount and have alse had the opportunity to review the business records of the Bank relevant bo
the Borrower's account and the within proceedings and Application and have satisfied mysalf that

:Sam pussessed of sufficient Information and knowiedge
ank.
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to swear this Afidavit on behalf of the -




BUSINESS OF THE SPRAGUE-ROSSER GROUP

3.

The Borrower, and its affiliates, carry on the business of heavy construction work primarily in
Western Canada with its head offices being located in the City of Edmenion, in the Province of
Alberta.

Attached heretoc and marked as Exhibit "A" are current corporate searches. with respect to the
Borrower and is affiliates, Sprague-Rosser Developments Inc. ("Devsiopments"”) and Pacific
Faderation Equity Group Inc. ("Paclfic”) {oollectivaly the "Comorate Guaraniors™).

The individual Defendants, Jeffery Jessamine (“Jessaming”), Daniel Edwards ("Edwards®) and
Matthew Mackay ("Mackay") (collactively the "Individual Guarantors™) are each involved in the
managemeant of the Borrower and its affilistes.

LOAN INDEBTEDNESS

8.

©

1

11

The Bank, as Lender, provided variotis secured iocans to the Borrower. The current prevailing
iozn agresments include the following:

a. an Offering Letier from the Bank io the Borrower dated April 25, 2013, a irue copy of
which is altached hereio and marked as Exhibit "B" i this my Affidavit;

b a series of Leller Amending Agreements dated May 14, 2014, June 11, 2014, June 27,
2014 and July 7, 2014 (which Letter Amending Agreemants are coliectively attached
herete and marksd as Exhibit "C" fo this my Affidavit).

The Offering Letier and Letier Amending Agreements marked as Exhibits "B" and "C" herselo are
collastively refarrsd 1o as the "Loan Agresments”.

Under the terms of the Loan Agreements, the Bank agreed to provide the Borrower with various
credit facilities, all on the terms sat out in the Loan Agreements and all related documents {fhe
“Credit Facilities™).

in accordance with the terms of the Loan Agresments, the Bank advanced various loans io the
Borrower from time fo fime.

The zerias of Letier Amending Agreements {Exhibit "C") included the provision of various overage
accommodations at the request of the Borrower as it was unable to operale within the maximum
Ioan arncunts set cut under the Credit Facilitiss.

It was an express term of the Loan Agreements thaf the Credit Facil ftjf indebtedness owing by the
Borrower was repayabie o the Bank upon demand or upon an event of default,

GUARANTEES

iz

13,

- The Corporate Guarantors have each provided fo the Bank urlimited guarantees in support of the

Borrower's debf 1o the Bank each being dated May 14, 2014, copies of which ara collectivaly
attached hersto and marked as Exhibit "D" to this my Affidavit. These guarantees were provided
supplemental to prior limited guarantees provided to the Bank by the Corporate Guarantors.

The Individua! Guarantors have each provided to the Bank limited guarantees in sugport of the
Borrower's debt fo the Bank in the following limited amounts:
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Individual Suarantor : Limited Ameount of Guarantes
Jessamine 35,100,006,
Jessamine $ 585,000.
Edwards $1,180,000.
Mackay $1,615,000,

Copies of the limited guarantess provided by the Individual Guarantors are collactively attached
nerefo and marked as Exhibit "E" to this my Affidavit.

GRANTING OF SECURITY

14,

15,

As security for the amounts advanced pursuant to the Loan Agreaments as guaranteed by the
Corporate Guarantors, the Borrower and the Corporate Guarantors sach provided to the Bank a
serfes of General Security Agreements, which General Sscurity Agreements are coliectively
attached hereto and marked as Exhibit "F* ic this my Affidavit,

Each of the Generai Security Agreements included in Exhibit "F" specifically provide in paragraph
13 for the remedies of the Bank, which remedies inciude the appointment of 2 Regeiver or
Receiver and Manager.

EEMAND FOR REFAYMENT

1e.

17.

18.

1.

20.

As noted above, the Borrower has been unable to operate within the maximum borrowings
eliowed under the Loan Agreemenis even with the temporary overage accommodations provided
by the Bank and s currenily over $2,000,0C0. in excass of tha maximum amount under the Credit
Facilities.

in an update to the Bank dated July 11, 2014 {a copy of which is attached herefo and marked as
Exhibit "G" to this my Affidavit), the Borrower provided an update of ihe significant issues it is
currently facing and concluded by requesting yet a further overage that was not acceptable o the
Bank advising:

At $17.5M or $19.5M Sprague is faced with not being able fo continue operations as
funds are not available for payrall and the Company credit on malor vendor accounts has
been extinguished due fo non-payments.”

in light of the foregoing, on July 18, 2014, the Bank through ks legal counsel delivered to the
Borrower and each of the Guaraptors a demand (the "Demands®™) and Notice of Intention to
Enforce Security {the "Nefices”) pursuant to Section 244(1) of the Bankrupfoy and insofvency Act
which Demands and Notices are coliectively attached hereto and marked as Exhibit "H" to this my
Affidavit.

The Borrower subssquently advised the Bank that it belisved it could operate and make payroll
within the $18,500,000.00 now expired borowing overage or could reduce the Credit Faclifies to
the current, but for the Demands’ $17,500,000.00 maximum by selling certzin real properly
{Maple Ridge} ihat is sublect fo the Security in a related pariy fransaction. The Bank declined to
suppert this related party transaction that would have sroded its Security position.

The Borrower has advised the Bank that its payroll service distibuted an approximately
$175,000.00 payroll in ermor and that it had to be reciified. The Borrower's cash flow projections
identiiled a further approximately $475,000 payroli due the woek of July 21, 2044, Despite
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21,

22.

23,

repeated requests, the Bank does not know if those payrolls have been reciified/paid or from
what source they may have been paid.

The Botrower had also provided cash flow projections that showed over $1,300,000.00 in
receivables {including from the City of Saskatoon, the RM of Luck Lake and Pentagon seiffement
funds) being recovered by July 31 or earlier plus an $83,000.00 chegue they had in hand, all of
which is subject o the Security and none of which have been deposited with the Bank. | am verily
concerned that these recsivables may have been diverted away from the Bank.

Counset for the Bank has forwarded requests to the Borrower's prior and current counsel related
fo the payroll and raceivable issues and other relevant cash flow and securily issues, copiss of
which are colleclively attached as Exhibit ™" to this my Affidavil. As at the swearing of this
Affidavit, the Bank has not received any satisfactory reply from the Bomrowsr.

Since issuing the Demands and Nofices, the Bank has not been repaid the indebtedness owing
under the Loan Agreements and Cradit Facilities.

PRIORITY AGREEMENT

24.

BDC Capital inc. {'BDLCY) is alse & secured lehder to the Bommower and Corperate Guaraniors.
Aftached herelo and marked as Exhibit "J" io this my Affidavit is a copy of the Priorily Agreement
amongst the Bank, BCCC, the Borrower and the Corporate Guaraniors. Counsel t¢ the Bank has
copied the Demands, Nofices and will copy the Receivership Application to BDCC.

RECEIVER AND MANAGER

25,

26.

27.

In all of the circumsiances, | do verily believe that the appeiniment of a Recelver and Manager or,
alienatlively, & Receiver, of the undertakings, property and assefs of the Borrower and the
Corporate Guaraniors, Is necessary and appropriate io profect the interests of the Bank and {o
oreserve the reaiize upon the securify.

| do verily believe that Alvarer & Marsal Canada Inc. ("Alvarez") is competent toc and prepared o
act and has consented to be appointed as Receiver and Manager of any or all of the Borrower
and Corporate Cuarantors. Atiached herefo and marked as Exhibit "K" to this my Affidavit s a
frue copy of the Consent to Act execuied by Alvarez.

Alvarez has the benefif of ceriain knowladge of the Borrower's assets and operations.  Pursuant
tc & May 14, 2014 sngagsment ietler, the Bank, with the consent of the Borrower, engaged
Alvarez foc Investigaie and report upon the Bomower's assets, lisbiliies and operations, From
approximately May fo the present, Alvarez has performed such services with the knowledge and
co-operation of the Borrower, Under this engagement lstisr, the Borrower specifically agreed that
the engagement would not prevent Alvarez from being appeinied as a Trustee, Regsiver or
Receiver and Manager.

CONCLUSION

28.

29,

30.

} amn guthorized to swear this Affidavit on behalf of the Bank.
I make this Affldavit for no improper purposes.

! make vihis Adfidavit in support of an Application fo the Court fo appoint Alvarez as Receiver and
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Manager of the uﬁdsrtakings, property and assets of the Borrowar and the Corporate Guarantors
and for such other ahd relaied refief as may ba sought.

SWORHN before me at the City of Teranto
in the Province of Oniario, this 20" day of
duly, 20147

s
A Netary Pubirc ins dr{d for the Province
.Of Ontaris:

T NP N

Gary vany /
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