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1.0 INTRODUCTION  

Canadian Proceedings 

1.1 Pursuant to an order of The Court of Queen’s Bench (Winnipeg Centre) (the “Court”) 

dated February 22, 2012 (the “Initial Order”), Alvarez & Marsal Canada Inc. (“A&M”) 

was appointed as Monitor (the “Monitor”) in respect of an application filed by Arctic 

Glacier Income Fund (“AGIF”), Arctic Glacier Inc. (“AGI”), Arctic Glacier 

International Inc. (“AGII”) and those entities listed on Appendix “A” (the “Additional 

Applicants”), (collectively, the “Applicants”) seeking certain relief under the 

Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the 

“CCAA”).  The proceedings commenced by the Applicants under the Initial Order are 

referred to herein as the “CCAA Proceedings”. 

1.2 In connection with the Applicants’ application for protection under the CCAA, A&M 

provided this Honourable Court with a pre-filing report (the “Pre-Filing Report”) dated 

February 21, 2012 in its capacity as the proposed monitor. 

1.3 The Initial Order, a copy of which is attached as Appendix “B” and which includes a 

copy of the SISP (as defined below), among other things:   

a) Granted a stay of proceedings (the “Stay”) until March 23, 2012 as against the 

Applicants as well as against Glacier Valley Ice Company, L.P. (“Arctic LP”), a 

U.S. based limited partnership whose general partner is the Additional Applicant 

Mountain Water Ice Company.  Arctic LP and the Applicants are collectively 

referred to herein as “Arctic Glacier”, or the “Company”;  

b) Authorized and directed the Company to immediately commence a Sale and 

Investor Solicitation Process (the “SISP”) for the purpose of providing potential 
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investors with the opportunity to purchase or invest in the business and operations 

of Arctic Glacier as a going concern, or to sponsor a plan of compromise or 

arrangement.  A summary of the SISP was included in the Pre-Filing Report; 

c) Approved the engagement of the Financial Advisor and the appointment of the 

Chief Process Supervisor (“CPS”); 

d) Entitled the Company (subject to the terms of and availability under the 

Commitment Letter and Definitive Documents) to pay reasonable expenses, 

including paying for goods or services supplied to the Company prior to the date 

of the Initial Order, with the consent of the Monitor, and goods or services 

supplied to the Company following the date of the Initial Order; 

e) Authorized and directed the Company to enter into and borrow under the DIP 

Facility provided by the DIP Lenders, provided that borrowings under the DIP 

Facility shall not exceed a combined total of CDN$26 million and US$24 million 

unless permitted by further order of this Honourable Court; and 

f) Directed the Monitor, as a foreign representative of the Applicants, to apply to the 

United States Bankruptcy Court for relief pursuant to Chapter 15 (“Chapter 15”) 

of the United States Bankruptcy Code, 11 U.S.C. Sec. 101-1330, as amended (the 

“Bankruptcy Code”).   

Chapter 15 Proceedings 

1.4 On February 22, 2012, pursuant to the Initial Order, the Monitor filed (a) petitions for 

relief for all of the Applicants under Chapter 15 and (b) the Verified Petition of Alvarez & 

Marsal Canada Inc. as Foreign Representative of Arctic Glacier Inc. and Certain of its 
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Affiliates for (i) Recognition of the CCAA Proceedings as a Foreign Main Proceeding, 

and (ii) Certain Related Relief (collectively, the “Chapter 15 Petitions”).  The Chapter 

15 Petitions were filed with the United States Bankruptcy Court for the District of 

Delaware (the “U.S. Court”).  The proceedings initiated under the Chapter 15 Petitions 

are referred to herein as the “Chapter 15 Proceedings”. 

1.5 On February 23, 2012, the U.S. Court entered the Order Granting Provisional Relief (the 

“Provisional Relief Order”) in the Chapter 15 Proceedings.  The Provisional Relief 

Order, among other things, provided that the Initial Order shall be given full force and 

effect in the United States on a provisional basis and operated as a provisional stay of any 

execution against the assets of Arctic Glacier located in the United States.  The relief 

granted in the Provisional Relief Order remained in effect pending the Recognition 

Hearing (as defined below). 

1.6 On March 16, 2012, a hearing was held before the Honorable Judge Gross to consider 

approval of the Chapter 15 Petitions and whether to grant the relief requested therein on a 

final basis (the “Recognition Hearing”).  At the Recognition Hearing, the Honorable 

Judge Gross considered the Objection to recognition and the Motion to rescind the DIP 

Facility filed by the IP Plaintiffs and described in the First Report.  The U.S. Court 

overruled the Objection based on both lack of standing and lack of merit.  

1.7 Following the Recognition Hearing, the U.S. Court issued an order (the “Recognition 

Order”) that provided, among other things that: (i) Canada is the center of main interests 

of each of the Applicants; (ii) the Monitor is the duly appointed “foreign representative” 

of the Applicants; (iii) the CCAA Proceedings are recognized as a foreign main 

proceeding; (iv) the Initial Order, including any extensions, amendments or modifications 



  

Page | 4  
 
 

thereto, is enforced on a final basis and given full force and effect in the United States; 

(iv) that the DIP Lenders be granted certain protections under the Bankruptcy Code and 

the borrowings under the DIP Facility be authorized on a final basis, and (iv) a stay of 

proceedings against the assets of the Company in the United States be granted on a final 

basis. 

1.8 On March 23, 2012, the IP Plaintiffs filed a Notice of Appeal from the Recognition Order 

to the United States District Court for the District of Delaware.  As noted in the Second 

Report (as defined below), the IP Plaintiffs did not specify any grounds for appeal in the 

Notice of Appeal and the Monitor considers the Notice of Appeal to be without merit.  

There is a mediation pending that has yet to be scheduled with respect to the appeal.  

The Monitor’s Reports and Other Orders Granted in these Proceedings 

1.9 The Monitor filed its First Report to Court dated March 12, 2012 (the “First Report”) in 

support of the Applicants’ motion (the “First Stay Extension Motion”) for an Order:  

a) Extending the Stay until April 5, 2012; and  

b) Approving the Pre-Filing Report and the First Report and the Monitor’s activities 

described in those reports. 

1.10 On March 15, 2012, this Honourable Court issued the Order sought in the First Stay 

Extension Motion.  

1.11 The Monitor filed its Second Report to Court dated March 30, 2012 (the “Second 

Report”) in support of the Applicants’ motion for an Order:  

a) Extending the Stay until June 15, 2012; and  
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b) Approving the Second Report and the Monitor’s Activities described in the 

Second Report. 

1.12 On April 3, 2012, this Honourable Court issued the Order sought in the Second Stay 

Extension Motion; however extended the Stay until June 27, 2012. 

1.13 The Monitor filed its Third Report to Court dated May 14, 2012 (the “Third Report”) in 

support of a Consent Order in respect of a motion made by the US Direct Purchaser 

Antitrust Settlement Class (the “Direct Purchaser Plaintiffs”).  The Consent Order 

implemented the provisions of a settlement agreement executed by the Applicants and the 

Direct Purchaser Plaintiffs on May 14, 2012 (the “Settlement Agreement”).  A copy of 

the Third Report is attached as Appendix “C”.  The Consent Order, a copy of which is 

attached as Appendix “D”, was issued by this Honourable Court on May 15, 2012 (the 

“Consent Order”). 

1.14 The Applicants have brought a motion returnable June 21, 2012 seeking an Order (the 

“Approval and Vesting Order”): 

a) Approving the sale transaction contemplated by the Asset Purchase Agreement 

dated June 7, 2012 (the “APA”) between the Company and H.I.G. Zamboni, LLC 

(the “Purchaser”), a redacted copy of which is attached as “A” to the Affidavit of 

Keith McMahon dated June 13, 2012 (the “June McMahon Affidavit”);  

b) Vesting in the Purchaser all of the Company’s right, title and interest in and to the 

Assets (as defined in the APA) free and clear of any claims and encumbrances 

other than certain permitted encumbrances as set out in the draft Approval and 

Vesting Order;   



  

Page | 6  
 
 

c) Assigning the rights and obligations of the Company under the Assigned 

Contracts (as defined in the APA); 

d) Directing the Monitor to pay from the proceeds of the Transaction an amount 

sufficient to pay the Lenders in full and in cash in respect of the Lender Claims in 

concurrently with, and as a condition precedent to, the closing of the Transaction, 

with the balance of the proceeds to be held by the Monitor in accordance with the 

terms of the draft Approval and Vesting Order;  

e) Extending the Stay from June 27, 2012 to August 31, 2012;  

f) Providing that the contents of the Confidential Appendix be sealed, kept 

confidential and not form part of the public record until further Order of this 

Honourable Court; and  

g) Approving the Third Report and this report (the “Fourth Report”) and the 

activities of the Monitor in these reports. 

1.15 The purpose of this Fourth Report is to provide information to this Honourable Court 

concerning:   

a) the SISP and the proposed sale transaction contemplated by the APA (the 

“Transaction”);  

b) the activities of the Monitor from the date of the Second Report to the date of this 

Fourth Report;  

c) the actual receipts and disbursements of Arctic Glacier for the fifteen-week period 

ended June 1, 2012 as compared to the Cash Flow Forecast previously filed as 

part of the Second Report (the “Updated Cash Flow Forecast”);  
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d) an extended cash flow forecast for the thirteen-week period ending August 31, 

2012 (the “Extended Cash Flow Forecast”); and  

e) The Monitor’s comments and recommendations in respect of the Applicants’ 

motion for the Approval and Vesting Order.   

1.16 Further information regarding these proceedings can be found on the Monitor’s website 

at http://www.alvarezandmarsal.com/arcticglacier. 

2.0 TERMS OF REFERENCE 

2.1 In preparing this Fourth Report, A&M has necessarily relied upon unaudited financial 

and other information supplied, and representations made, by certain senior management 

of Arctic Glacier (“Senior Management”).  Although this information has been subject 

to review, A&M has not conducted an audit or otherwise attempted to verify the accuracy 

or completeness of any of the information of the Applicants.  Accordingly, A&M 

expresses no opinion and does not provide any other form of assurance on or relating to 

the accuracy of any information contained in this Fourth Report, or otherwise used to 

prepare this Fourth Report.  

2.2 Certain of the information referred to in this Fourth Report consists of financial forecasts 

and/or projections or refers to financial forecasts and/or projections.  An examination or 

review of financial forecasts and projections and procedures, in accordance with 

standards set by the Canadian Institute of Chartered Accountants, has not been 

performed.  Future-oriented financial information referred to in this Fourth Report was 

prepared based on estimates and assumptions provided by Senior Management.  Readers 

are cautioned that since financial forecasts and/or projections are based upon assumptions 
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about future events and conditions that are not ascertainable, actual results will vary from 

the projections, and such variations could be material. 

2.3 The information contained in this Fourth Report is not intended to be relied upon by any 

prospective purchaser or investor in any transaction with the Applicants. 

2.4 Capitalized terms not otherwise defined in this Fourth Report are as defined in the Initial 

Order, the Pre-Filing Report, the First Report, the Second Report and/or the Third Report. 

2.5 Unless otherwise stated, all monetary amounts contained in this Fourth Report are 

expressed in United States dollars, which is the Applicants’ common reporting currency. 

3.0 BACKGROUND  

3.1 As described in the affidavit of Keith McMahon sworn February 21, 2012 (the “Pre-

Filing McMahon Affidavit”) and the Pre-Filing Report, the Applicants are part of a 

consolidated North American business which manufactures and distributes premium 

quality packaged ice products in Canada and the United States from 39 production plants 

and 47 distribution facilities across 6 provinces in Canada and 23 states in the United 

States (collectively, the “Business”).  

3.2 Further background information regarding the Business and affairs of the Applicants, 

including the causes of their financial difficulties and insolvency, the Strategic Review 

Process conducted in 2011, litigation and other matters, are set out in the Pre-Filing 

McMahon Affidavit and the Pre-Filing Report.  

4.0 THE RESULTS OF THE SALE AND INVESTOR SOLICITATION PROCESS  

4.1 Defined terms used in this section and not otherwise defined herein have the meaning 

ascribed to them in the SISP.  



  

Page | 9  
 
 

4.2 The SISP was developed as a result of extensive negotiations among the Applicants, the 

Financial Advisor and the Lenders, with input from the Monitor, and was approved in the 

Initial Order and recognized by the U.S. Court in the Recognition Order. All participants 

in the negotiations were cognizant of the liquidity issues facing the Applicants in 

determining the timelines for the SISP.  The SISP and its timelines were developed to 

take into account the balance between the time necessary to administer the phases of a 

commercially reasonable sale/investment process and the available financial resources 

and operations of the Applicants.  

4.3 Under the supervision of the Monitor, the Applicants implemented the SISP in 

accordance with the Initial Order. The Financial Advisor managed the day-to-day 

activities in connection with the SISP. The Monitor supervised the Financial Advisor’s 

performance pursuant to its engagement by the Applicants.  The CPS provided significant 

input with respect to the SISP, led twice weekly conference calls with the Company, the 

Monitor and their respective advisors and reported to the Special Committee.  

4.4 The SISP provides that in order to be a Qualified Bid a bid must contain, among others,  

the following requirements (which requirements could not be waived by the Monitor):  

a) the purchase price contained in the bid must be in an amount sufficient to pay the 

Lender Claims in full and in cash on Closing; and 

b) the Monitor had to determine that, in its reasonable business judgment, it is likely 

that the Qualified Bidder would be able to consummate the proposed transaction 

on or before the Outside Date (July 31, 2012) in a manner that complied with the 

SISP. 
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Phase 1 of the SISP 

4.5 The following activities were undertaken by the Financial Advisor, the Applicants, the 

CPS and/or the Monitor during Phase 1 of the SISP:  

• A list of 165 prospective parties to contact and invite to participate in the SISP was 

prepared; 

• The Financial Advisor contacted parties and provided a “teaser”/investment overview 

letter and a form of Non-Disclosure Agreement (“NDA”) to the extent that such 

potential bidder indicated they were interested in receiving same; 

• The Monitor caused the notices required pursuant to the Initial Order and the SISP to 

be published in the newspapers specified in the Initial Order and the SISP;  

• The Monitor ensured that notice of the SISP and a copy of the SISP was continuously 

posted on the Monitor’s website established for these Proceedings;  

• A Confidential Information Memorandum (“CIM”) was prepared for prospective 

bidders who executed NDAs.  The CIM included detailed information about the 

Business and the Applicants’ financial results; and  

• An electronic data room was established (the “Phase 1 Data Room”) which was 

made available to prospective bidders who executed an NDA.  The Phase 1 Data 

Room contained information regarding the Applicants’ financial, operational, human 

resources, legal, customer and supplier information to assist Phase 1 Participants in 

analyzing the Business and their interest in submitting an LOI. 

4.6 During Phase 1 of the SISP there were extensive negotiations among prospective bidders 

and the Applicants, in consultation with the Monitor, regarding the execution of NDAs.  
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42 prospective bidders executed an NDA, received a copy of the CIM and were provided 

access to the Phase 1 Data Room.   

4.7 The Financial Advisor, often in conjunction with the Monitor, conducted extensive 

discussions with many of the Phase 1 Participants, typically addressing questions arising 

from their review of the CIM and/or the information contained in the Phase 1 Data Room. 

The key topics addressed included litigation issues, the Applicants’ operations, financial 

performance and future prospects, the impact of the CCAA Proceedings on the Business, 

and the quantum of the Applicants’ secured and unsecured liabilities as well as the 

projected DIP Facility balance at Closing. 

4.8 The Phase 1 Bid Deadline was 5:00 p.m. CT on March 28, 2012. Nineteen prospective 

bidders submitted an LOI in Phase 1. Sixteen of the LOIs were sale proposals, two were 

investment proposals and one was a partial sale proposal. 

4.9 Throughout Phase I of the SISP, the Monitor was actively involved with the Financial 

Advisor, the CPS and the Company in respect of all matters related to the SISP, 

including: 

• Commenting on the draft form of NDA to be provided to prospective bidders and 

engaging in discussions with the Company, its advisors and the Lenders’ advisors 

with respect to the NDAs; 

• Assisting in the negotiation of the actual NDAs executed by prospective bidders; 

• Assisting in the preparation of the Phase 1 Data Room; 

• Assisting in the preparation of the prospective bidder list, “teaser”/investment 

overview letter and CIM; 
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• Participating in numerous conference calls with prospective bidders and the Financial 

Advisor; and 

• Attending the twice weekly calls organized by the CPS. 

4.10 In accordance with the terms of the SISP, the Monitor, within 5 Business Days following 

the Phase 1 Bid Deadline, in consultation with the Financial Advisor, the CPS and the 

Applicants, assessed the Qualified LOIs received to determine whether there was a 

reasonable prospect of obtaining a Qualified Bid.  The Monitor, in consultation with the 

Financial Advisor, CPS and Company, determined that there was a reasonable prospect 

of obtaining a Qualified Bid.  Therefore, the Monitor recommended to the Special 

Committee that the SISP should continue for a further 45 days.  The Special Committee 

accepted the Monitor’s recommendation and the SISP entered Phase 2. 

Phase 2 of the SISP 

4.11 On April 5, 2012, Phase 2 of the SISP commenced.  On April 12, 2012, AGIF issued a 

press release announcing that the Special Committee had authorized the commencement 

of Phase 2 of the SISP.  A copy of the April 12, 2012 press release is attached as 

Appendix “E”.  Nine of the nineteen parties submitted a Qualified LOI during Phase 1 

and were invited to participate in Phase 2 of the SISP (the “Phase 2 Participants”). 

4.12 As provided for in the SISP, following the commencement of Phase 2, and after notifying 

the Lenders, the Monitor, in consultation with the Financial Advisor, the CPS and the 

Applicants determined that the Phase 2 Bid Deadline should be extended by 15 days.  

4.13 On April 24, 2012, the Financial Advisor informed the Phase 2 Participants that the Phase 

2 Bid Deadline was extended to 6:00 p.m. EST (5:00 p.m. CST) on June 4, 2012. 
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4.14 The following activities were undertaken by the Financial Advisor, the Applicants, the 

CPS and/or the Monitor during Phase 2 of the SISP: 

• A more extensive electronic data room was established to provide further confidential 

information concerning the Company to the Phase 2 Participants (the “Phase 2 Data 

Room”).  Senior Management authorized the information included in the Phase 2 

Data Room in consultation with the Financial Advisor and the Monitor; 

• A management presentation was developed and delivered by Senior Management to 

all of the Phase 2 Participants as well as certain of those participants’ advisors and 

potential financing sources; 

• Plant tours were given to the vast majority of the Phase 2 Participants; 

• A letter detailing the process to be followed in submitting a bid in Phase 2 was 

developed and distributed;  

• A draft form of Asset Purchase Agreement was developed and distributed to the 

Phase 2 Participants that remained interested in the acquisition opportunity; 

• Detailed diligence requests were received from certain of the Phase 2 Participants and 

their respective advisors and consultants and were responded to by the Financial 

Advisor and the Applicants, with the assistance of the Monitor; and 

• Numerous conference calls and/or meetings were conducted with the Phase 2 

Participants and their advisors. 

4.15 Reddy Ice Holdings, Inc. (“Reddy Ice”), a significant competitor of the Applicants, was 

one of the Phase 2 Participants. Reddy Ice’s participation in Phase 2 was publicly 

disclosed by Reddy Ice in conjunction with its United States chapter 11 proceeding.  In 
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order to comply with antitrust requirements in the United States, the Applicants 

developed a separate protocol for dealing with Reddy Ice and its advisors, which was 

governed by a Clean Team Agreement executed by Reddy Ice.  In accordance with that 

agreement, the Applicants provided Reddy Ice, its advisors and its sources of capital with 

access to separate electronic data rooms providing varying levels of confidential 

information depending on which party was accessing the particular data room.  In 

addition, the Applicants developed and delivered a CIM and management presentation 

for Reddy Ice and its advisors, principals and sources of capital.  The information in the 

CIM and the management presentation provided to Reddy Ice was redacted in order to 

protect competitively sensitive information.  The Applicants’ United States antitrust 

counsel, Jones Day, was significantly involved in all aspects of Reddy Ice’s diligence 

efforts. 

4.16 After the initial management presentations, certain of the Phase 2 Participants conducted 

detailed due diligence, which took the form of additional data room information requests, 

further management meetings and a review of more detailed financial information.  

Certain of the Phase 2 Participants also engaged specialized advisors such as 

environmental, operational and financial advisors to help them in assessing the 

acquisition opportunity.  All of the Phase 2 Participants except Reddy Ice (who was 

subject to the Clean Team Agreement) received a tour of the Mississauga facility.  In 

addition, at their request, certain Phase 2 Participants and their advisors received tours of 

other Company facilities.   

4.17 The Financial Advisor provided a process letter and a draft form of Asset Purchase 

Agreement to the Phase 2 Participants who remained interested in the acquisition 
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opportunity.  The process letter requested that interested bidders provide a mark-up of the 

draft Asset Purchase Agreement on May 25, 2012, nine days prior to the Phase 2 Bid 

Deadline.  Marked-up versions of the Asset Purchase Agreement were received from 

three bidders on May 25, 2012. 

4.18 Subsequent to the receipt of the marked-up Asset Purchase Agreements, the Financial 

Advisor, the Company and the Monitor had discussions with the three remaining bidders 

in order to clarify certain aspects of their bids and to deal with remaining due diligence 

issues.  In particular, counsel for the Company, the Financial Advisor and the Monitor 

and its counsel attended meetings and/or conference calls with each remaining bidder on 

May 30, 2012.  The purpose of the meetings was to deal with high level business and 

legal issues in respect of the marked-up Asset Purchase Agreements in an effort to 

achieve the most favourable bids possible at the Phase 2 Bid Deadline. 

4.19 The three remaining Phase 2 Participants submitted Final Bids prior to the Phase 2 Bid 

Deadline on June 4, 2012. Two of these Phase 2 Participants who submitted a bid also 

provided a Deposit; the third agreed to provide a deposit upon execution of an agreement. 

4.20 Throughout Phase 2 of the SISP, the Monitor was actively involved with the Financial 

Advisor, the CPS and the Company in respect of all matters related to the SISP, 

including: 

• Attending all of the management presentations made to the Phase 2 Participants;  

• Attending certain facility tours provided to some of the Phase 2 Participants; 
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• Participating in numerous follow-up conference calls and meetings with the Phase 2 

Participants and/or their advisors, and in particular with the three Phase 2 Participants 

that submitted bids; 

• Assisting in the preparation of the draft form of Asset Purchase Agreement and 

reviewing comments thereon;  

• Assisting in the preparation of the Phase 2 Data Room; 

• Assisting the Financial Advisor and the Company in connection with fulfilling due 

diligence requests; 

• Assisting the Company and its advisors in their preparation of the estimated working 

capital statement; and 

• Attending the twice weekly calls organized by the CPS. 

4.21 In accordance with the Consent Order, counsel for the Company, the Monitor and its 

counsel had a conference call on June 6, 2012 with the Lenders and their counsel to 

update the Lenders on the progress of the SISP and the Final Bids received.  Further, in 

accordance with the Settlement with the Direct Purchaser Plaintiffs detailed in the Third 

Report, and prior to the Special Committee’s consideration of the Final Bids received, 

counsel for the Company, the Monitor and its counsel had a conference call on June 7, 

2012 with counsel for the Direct Purchaser Plaintiffs to discuss the key terms of the Final 

Bids.  There were no additional conference calls or meetings with the Lenders or counsel 

to the Direct Purchaser Plaintiffs in respect of the matters addressed in the Settlement or 

the Consent Order. 
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4.22 As detailed in this Fourth Report, the Monitor had extensive involvement in the SISP.  

The Monitor is satisfied that the SISP was managed in accordance with its terms and in a 

fair and transparent manner.  The Monitor is satisfied that the Company, the Financial 

Advisor and the CPS all discharged their responsibilities under the SISP in good faith and 

with due diligence.  It is the Monitor’s view that all interested parties had a reasonable 

opportunity to participate in the SISP and to submit a Final Bid. 

Evaluation of the Final Bids Received  

4.23 The Applicants received three Final Bids as a result of the SISP. These Final Bids are 

discussed in general terms below and are described in detail in the Confidential 

Appendix, for which a sealing order is being sought. 

4.24 Following the Phase 2 Bid Deadline, the Financial Advisor, the Applicants, the Monitor 

and the CPS communicated with the three remaining bidders to clarify and discuss 

certain aspects about their respective Final Bids prior to the selection of the Successful 

Bid from the Purchaser. 

4.25 On June 7, 2012, the Monitor advised the Special Committee that one or more Qualified 

Bids had been received in accordance with the SISP.  The Monitor confirmed that the 

terms of the court-approved SISP had been followed.  The Monitor, after consulting with 

the Financial Advisor, the CPS and the Company, and after taking into account the 

evaluation criteria set out in paragraph 27 of the SISP, recommended to the Special 

Committee that the Qualified Bid submitted by an affiliate of H.I.G. Capital (the 

“Purchaser”) was the most favorable bid and should be selected.  The Purchaser’s bid 

was the highest offer received with the fewest conditions to closing.  The Financial 

Advisor and the CPS concurred with the Monitor’s recommendation.  The Special 
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Committee accepted the Monitor’s recommendation and authorized the Company to enter 

into the APA. 

4.26 On June 8, 2012, the Company issued a press release announcing the transaction and 

identifying the Purchaser.  A copy of the press release is attached to the June McMahon 

Affidavit. 

5.0 THE PROPOSED APA 

Outline of the APA and the Transaction 

5.1 Defined terms used in this section and not otherwise defined have the meaning ascribed 

to them in the APA. 

5.2 Pursuant to the APA, the Purchaser, a newly formed Delaware limited liability company 

and affiliate of H.I.G. Capital (“HIG”), a private equity firm headquartered in Miami, 

Florida, will purchase all of the Company’s assets except the Excluded Assets (the 

“Assets”) and will assume all of the Company’s liabilities except the Excluded Liabilities 

(the “Assumed Liabilities”) of the Applicants on an “as is, where is” basis.  

5.3 HIG has indicated that it is committed to preserving the Business as a standalone 

enterprise based in Winnipeg, intends to invest significant growth capital into the 

Business, and has plans to invest in new technology, infrastructure and systems. 

5.4 The Excluded Assets are comprised of cash and cash equivalents; tax refunds; rights 

under any contracts which may be disclaimed by the Applicants with the consent of the 

Purchaser; certain tax records; claims to reimbursement made before the date of the APA; 

certain pre-payments; and an excluded redundant property.  



  

Page | 19  
 
 

5.5 The Excluded Liabilities include certain current liabilities, certain tax liabilities, certain 

litigation liabilities, and liabilities arising in connection with the Brandywine Ice 

Company Defined Benefit Pension Plan. 

5.6 As a result of the highly seasonal nature of the Applicants’ business, the form of APA 

provided to the Phase 2 Participants by the Applicants included a mechanism to adjust the 

purchase price to reflect changes in working capital.  The Applicants, with the assistance 

of the Financial Advisor, the Applicants’ accountants, KPMG LLP, and the Monitor, 

provided Phase 2 Participants with a working capital analysis illustrating changes in the 

Company’s working capital.  The form of APA contained a provision whereby the 

purchase price would be adjusted off of a specified amount which was set as the 

historical normalized annual average level of working capital.  The adjustment mechanic 

is necessary given the fact that a successful bidder would be acquiring the Business 

during its peak sales season, during which the Company’s current assets are projected to 

significantly exceed its current liabilities.  HIG accepted the Applicants’ proposed 

mechanism for addressing this working capital surplus, which is reflected in the Purchase 

Price.  The APA also provides a mechanism to determine the actual working capital at 

Closing and to adjust the Purchase Price accordingly. 

5.7 The APA provides that the Purchaser will offer to employ all of the Company’s 

employees (both full-time and part-time and including the executive team, whether or not 

such employees are on vacation or leave) on terms and conditions substantially similar in 

the aggregate to the current terms of such employees’ employment (excluding change of 

control entitlements or equity incentives). 
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5.8 The purchase price for the Assets contained in the APA (the “Purchase Price”) includes 

a $10 million deposit that is currently being held by the Monitor.  The balance of the 

Purchase Price is to be wired to an account of the Monitor on Closing. As required by the 

SISP, the Purchase Price is sufficient to pay the Lender Claims in full in cash on Closing.  

5.9 The key conditions to Closing in the APA include Canadian and U.S. Court approval, 

regulatory approval, and that no Material Adverse Effect has occurred.  The Purchaser or 

the Company may terminate the APA if the conditions for the benefit of the other party 

are not met or waived, there is a breach by the other party that is not cured within 10 

days, or the transaction has not closed by the Outside Date. 

5.10 As part of the meetings and discussions with the three Phase 2 Participants that submitted 

marked-up Asset Purchase Agreements on May 25, 2012, it became apparent that each of 

the remaining prospective purchasers would require some protection by being able to 

elect not to close the transaction if a material adverse event relating to the Business 

should occur between execution of any agreement and closing.  There was a consistent 

message received from each of these potential bidders that such protection would also be 

required by any prospective debt financier.  Thus, the Company developed a Material 

Adverse Effect clause and provided a copy of same to each of the 3 remaining bidders. 

5.11 The Material Adverse Effect definition contained in the APA is substantially similar to 

the language proposed by the Company.  The Material Adverse Effect definition is 

limited to an event that is or is reasonably expected to be material and adverse to (i) the 

Business, the Assets, the Assumed Liabilities, condition (financial or otherwise), or 

results of operations of the Purchased Business, taken as a whole, or (ii) the ability of the 

Company to complete the transaction contemplated by the APA.  In addition, there are a 
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number of exclusions to the Material Adverse Effect definition, which, if they should 

occur, would not be a Material Adverse Effect.  Some of the key exclusions include, but 

are not limited to: (i) any change in general economic or political conditions or the 

securities, capital, credit, financial or banking markets generally, or any worsening 

thereof, in Canada or the United States; (ii) the loss of one or more customers of the 

Company; (iii) the impact of weather in and of itself on the results of operations of the 

Applicants, taken as a whole; or (iv) any change generally affecting the packaged ice 

industry in Canada or the United States. 

5.12 The APA provides for the assignment of the Assigned Contracts by Court order in the 

event that consents are not obtained from the counterparties.  The draft Approval and 

Vesting Order contains a provision ordering the assignment of the Assigned Contracts 

pursuant to Section 11.3 of the CCAA.  The Monitor approves of the proposed 

assignments of the Assigned Contracts.  It is the Monitor’s view that the Purchaser will 

be able to perform the obligations under the Assigned Contracts and in light of the fact 

that the Purchaser is acquiring the Business it is appropriate for an order to be made 

assigning the Assigned Contracts. 

5.13 The Purchaser’s debt financing commitment from Credit Suisse Securities (USA) LLC 

and Credit Suisse AG, Cayman Islands Branch (“Credit Suisse”) contains conditions 

precedent, representations and warranties and the Material Adverse Effect provisions set 

out in the APA.  This ensures that the proposed debt financing commitment cannot be 

terminated due to changes in the Business for reasons beyond those contained in the 

APA.  A copy of the debt financing commitment letter is included in the Confidential 

Appendix.   
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5.14 The Purchase Price is to be partially satisfied by an equity investment from an HIG 

private equity fund related to the Purchaser.  A commitment letter from such equity fund 

was provided to the Purchaser and delivered as part of the Purchaser’s bid package.  The 

Monitor has reviewed the commitment letter and is satisfied with its terms and that HIG 

has the financial wherewithal to complete the Transaction. 

5.15 The remainder of the Purchase Price is to be satisfied by debt financing.  A commitment 

letter from Credit Suisse was also delivered as part of the Purchaser’s bid package.  

Amendments were made to the debt financing commitment letter to be consistent with 

the amendments that were made to the APA based on discussions between the Company, 

the Monitor, the Financial Advisor and the Purchaser subsequent to the Phase 2 Bid 

Deadline.  The Monitor notes that the debt financing commitment terminates on July 31, 

2012, consistent with the Outside Date in the SISP and the APA.   

5.16 The debt financing commitment contains the ability for Credit Suisse to syndicate the 

loan.  It is a condition of Closing to the debt financing commitment that Credit Suisse be 

provided a period of no less than 28 consecutive business days following the execution of 

the APA to syndicate the loan, provided that the period between June 30 and July 8, 2012 

will be excluded for the purposes of calculating the syndication period.  Based on a 

timeline provided by the Purchaser, and the Financial Advisor and Monitor’s calculation 

of the syndication period, the Monitor notes that the syndication period will end before 

the Outside Date.   The Monitor notes that, notwithstanding the outcome of Credit 

Suisse’s efforts to syndicate the loan, Credit Suisse is committed to providing the full 

amount of the debt commitment.  The Monitor has reviewed the debt commitment letter 

and is satisfied with its terms and that it should be able to close before the Outside Date.  
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5.17 It is contemplated that the Transaction will close between July 25 and 31, 2012. 

Secured Debt Facilities 

5.18 As at July 31, 2012, the anticipated closing date of the  

Transaction (the “Closing”), the Lender Claims and the TD Letter of Credit Obligations 

are projected to be as follows:  

Arctic Glacier 

Projected Balances as at July 31, 2012 (in $ millions) 

   

 

Facility 

Amount 

Outstanding 

(CDN$) 

Amount 

Outstanding 

(US$) 

(1) First Lien Debt    
 Canadian Revolving Facility (US$) 15.0 7.1 n/a 
 Canadian Swing Line Facility (US$) 5.0 - n/a 

 U.S. Revolving Facility (US$) 45.0 n/a 23.2 

 U.S. Swing Line Facility (US$) 5.0 n/a - 

  70.0 7.1 23.2 

(2) Second Lien Debt    

 Second Lien Canadian Term Loan (CDN$) 50.0 62.0 n/a 

 Second Lien U.S. Term Loan (US$) 138.9 n/a 171.5 

  188.9 62.0 171.5 

(3) TD Letter of Credit Obligations (US$) 0.1 n/a     0.1 

DIP Facility       

     DIP Facility (CDN$) 26.0 15.5 - 

     DIP Facility (US$) 24.0 - 13.5 

 50.0 15.5         13.5 

TOTAL 309.0 84.6 208.3 

Notes:    

1. First Lien Debt balances include accrued interest and accrued commitment fees.  Assumes 
no change in Canadian and United States prime interest rates. 

2. Second Lien Debt balances include PIK and non-PIK interest as well as prepayment 
premiums. 

3. Amounts above exclude unreimbursed expenses payable to the Lenders. 

5.19 As noted above, the Lender Claims consist of the following:  

a) First Lien Debt – Approximately CDN$7.1 million and US$23.2 million owing 

under the First Lien Credit Agreement.  AGI and AGII are borrowers and the 

remaining Applicants have granted secured guarantees of the First Lien Debt. 
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b) Second Lien Debt – Approximately CDN$62.0 million and US$171.5 million 

owing pursuant to the Second Lien Credit Agreement.  AGI and AGII are 

borrowers and the remaining Applicants have granted secured guarantees of the 

Second Lien Debt. 

c) TD Letter of Credit Obligations – A small credit facility totaling $125,000 

maintained by the Toronto-Dominion Bank to secure payment under a letter of 

credit previously issued under the First Lien Credit Agreement. 

d) DIP Facility – Based on the Company’s forecast, approximately CDN$15.5 

million and US$13.5 million owing under the Canadian and US dollar available 

DIP Facility.  AGI and AGII are borrowers and the remaining Applicants have 

granted secured guarantees of the DIP Facility.  The CDN$15.5 million and 

US$13.5 million does not account for anticipated cash on hand at Closing of 

CDN$3 million and US$4.7 million.  As the APA treats cash on hand as an 

Excluded Asset, it is anticipated that any cash on hand at Closing will be used in 

connection with the Closing of the Transaction or transferred to an account to be 

established by the Monitor to deal with post-Closing estate issues.   

5.20 Based on the Extended Cash Flow Forecast, as at July 31, 2012, the projected Lender 

Claim amounts are CDN$84.6 million and US$208.3 million not including unreimbursed 

expenses.  These amounts include a pre-payment premium in the amount of CDN$3.6 

million and US$10 million and accrued default interest in the amount of CDN$1.1 

million and US$3.1 million, in each case, with respect to the Second Lien Debt. 
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Independent Security Opinion 

5.21 As discussed in the First Report, the Monitor’s independent legal counsel, Osler,  

conducted and co-ordinated a security review and provided an opinion on the validity and 

enforceability of the loan, guarantee and security documentation in connection with the 

First Lien Credit Agreement, the Second Lien Credit Agreement and the TD Letter of 

Credit Obligations.   

5.22 In connection with the above, Osler rendered to the Monitor a security review opinion in 

the Provinces of Ontario and Alberta, which contains as appendices, security review 

opinions from legal counsel in: (a) the Provinces of Quebec, British Columbia, 

Saskatchewan and Manitoba; and (b) the States of New York, Delaware, California, 

Oregon, Texas, Michigan, Wisconsin, Iowa and Minnesota (collectively with the security 

review opinion of Osler in the Provinces of Ontario and Alberta, the “Opinions”).     

5.23 The Opinions provide that, subject to the customary assumptions, qualifications and 

limitations contained therein:  

a) the loan, guarantee and security documentation in connection with the First Lien 

Credit Agreement, the Second Lien Credit Agreement and the TD Letter of Credit 

Obligations constitute legal, valid and binding obligations of the parties thereto, 

enforceable against such parties in accordance with their respective terms; and   

b) the Computershare Security, the Agent Security, the TD Security, the Canadian 

Master Collateral Agent Security and the US Security create valid security 

interests and/or charges (as applicable) in favour of the applicable secured parties 

in the collateral described therein and such security interests, to the extent capable 
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of perfection by registration, have been validly perfected by registrations made in 

the relevant jurisdictions in order to perfect or evidence such security. 

5.24 As noted in the Pre-Filing Report, the First Lien Credit Agreement and the Second Lien 

Credit Agreement contain an obligation to pay default interest in certain circumstances.  

The cash flow forecasts filed throughout the CCAA Proceeding provide for the payment 

of default interest on the First Lien Debt and the definition of the Lender Claims in the 

SISP included default interest, as does the projected amount of the Lender Claims to be 

paid on Closing.  As further described in the Pre-Filing Report, section 8 of the Interest 

Act (Canada) purports to limit the circumstances where default interest can be charged if 

a principal amount owing under a loan is secured by a mortgage over real property.  The 

security granted to the Lenders and their agent(s) is comprehensive security on all of the 

assets of the Applicants which includes mortgages on real property in Canada and the 

United States.  The real property in Canada comprises a relatively small portion of the 

Company’s real property holdings and an even smaller portion of its overall assets.  The 

APA does not allocate any value to the Company’s owned real property.  The Monitor 

understands that the distribution order being sought by the Applicants includes payment 

of the Lender Claims in full, including default interest.  The Monitor also notes that the 

Purchase Price provided for in the APA is sufficient to pay all known creditor claims in 

full and may be sufficient to make a distribution to unitholders depending on the outcome 

of a claims process.  The Monitor notes that the Lenders have been supportive of the 

Company and provided the funding necessary to implement the SISP and achieve a going 

concern solution for the Company’s stakeholders and that such support was premised on 

the Lenders being paid the Lender Claims, including default interest.     
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6.0 ACTIVITIES OF THE MONITOR  

6.1 In addition to the Monitor’s ongoing supervision of and involvement with the SISP, the 

activities of the Monitor from the date of the Second Report have included the following:  

• Attending the Company’s premises on a regular basis;  

• Monitoring the receipts, disbursements, purchase commitments and arrangements for 

deposits with certain suppliers of the Applicants, including tracking on a weekly 

basis, the outstanding balances and major commitments due to critical suppliers 

identified in the Initial Order; 

• Assisting Senior Management in the Company’s weekly financial reporting 

requirements to the DIP Lenders and assisting the Company in meeting its other 

obligations under the DIP Facility; 

• Organizing weekly update calls with the Lenders to discuss the weekly cash flow 

report and provide an update on the Company’s operations; 

• Assisting and discussing with the Company its operations and customer relations as 

requested by the Company; 

• Reviewing the Company’s weekly analysis of its DIP draw requirements and 

reviewing requests regarding same when required;  

• Attending the Applicants’ negotiations with the Direct Purchaser Plaintiffs resulting 

in the Settlement;  

• Continuing a review of transactions entered into by the Company prior to the CCAA 

Proceedings, as required by the CCAA; 
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• Assisting Senior Management with communications with customers, suppliers, 

employees and other parties;  

• Responding to various inquiries from unitholders regarding the CCAA Proceedings, 

the SISP and its outcome; 

• Acting as foreign representative in the Chapter 15 Proceedings, and, in those 

proceedings, dealing with the mediation of the appeal of the Recognition Order filed 

by the IP Plaintiffs; 

• Making non-confidential materials filed with this Honourable Court and with the U.S. 

Court publically available on the website established by the Monitor for the CCAA 

Proceedings; and 

• Responding to enquiries from various other stakeholders, including addressing 

questions or concerns of parties who contacted the Monitor on the toll-free number 

established by the Monitor. 

7.0 RECEIPTS AND DISBURSEMENTS FOR THE FIFTEEN-WEEK PERIOD ENDED 

JUNE 1, 2012  

7.1 The consolidated receipts and disbursements of Arctic Glacier for the period February 18 

to June 1, 2012 as compared to the Updated Cash Flow Forecast are summarized below:   
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Actual Forecast Variance

Forecast Cash Inflow

Customer collections 39,540             33,181             6,359              

Forecast Total Receipts 39,540             33,181             6,359              

Forecast Cash Outflow

Supplier payments, vehicle, occupancy, selling and general 28,569             38,964             10,395            

Payroll and benefits 19,215             19,084             (131)               

Insurance 3,236              3,837              601                

Capital expenditures 3,371              7,065              3,694              

Interest and financing fees 2,418              2,962              544                

Professional fees 9,148              12,715             3,567              

Total Forecast Outflow 65,957             84,627             18,670            

Net Cash Flow, prior to DIP Financing (26,417)           (51,446)           25,029            

DIP financing - advances 23,066             47,000             (23,934)           

Net Cash Flow (3,351)             (4,446)             1,095              

Cash, beginning of period (February 18, 2012) 8,629              6,525              2,104              

Cash, end of period (June 1, 2012) 5,278              2,079              3,199              

Permitted DIP Financing Cumulative Draw 50,000             50,000             -                  

DIP financing cumulative draw 23,066             47,000             (23,934)           

Net DIP Financing Availability 26,934             3,000              23,934            

Note 1

Arctic Glacier

Schedule of Consolidated Receipts and Disbursements as Compared to the CCAA Cash Flow Forecast 

For the Period February 18, 2012 to June 1, 2012

Unaudited, (US$000's)

Readers are cautioned to read the Terms of Reference as set out previously in this report for information 

regarding the preparation of the Cash Flow Forecast.
 

7.2 During the fifteen-week period ended June 1, 2012 (the “Reporting Period”), the 

Company’s actual receipts were approximately $6.4 million greater than forecast in the 

Updated Cash Flow Forecast.  Management attributes this variance primarily to a 

combination of greater than budgeted sales during the Reporting Period, and certain 

assumptions related to forecast collections that did not materialize during the Reporting 

Period.     

7.3 The Company’s total disbursements for the Reporting Period were approximately $18.7 

million less than those anticipated in the CCAA Cash Flow Forecast.  Of this variance, 

approximately $8.8 million relates to underlying cash flow assumptions regarding 
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operating costs which did not materialize, and approximately $3.4 million relates to 

professional fees, which to a large degree, is considered to be a timing variance.  The 

remaining variance of approximately $6.5 million is considered to be permanent. 

7.4 The closing cash balance of Arctic Glacier as at June 1, 2012 was approximately $5.3 

million (approximately $2.6 million in Canada and $2.7 million in the U.S.).  Draws on 

the DIP Facility to June 1, 2012 were $23.1 million (approximately CDN$11.5 million 

and US$11.6 million). 

7.5 Overall, during the Reporting Period, Arctic Glacier experienced a positive net cash flow 

variance of approximately $25.0 million, relative to the Updated Cash Flow Forecast.  

Arctic Glacier’s availability under the DIP Facility as at June 1, 2012 was approximately 

$26.9 million, which is approximately $23.9 million more than forecast.   

7.6 Paragraph 5 of the Initial Order authorized the Applicants to continue to utilize their 

existing cash management practices or similar practices as may be required to facilitate 

the terms of the DIP Facility.  Senior Management has advised the Monitor that Arctic 

Glacier’s cash management system continues to operate in the same manner as it had 

prior to the commencement of these proceedings. 

8.0 UPDATED CASH FLOW FORECAST FOR THE THIRTEEN-WEEK PERIOD 

ENDING AUGUST 31, 2012  

8.1 The Applicants, with the assistance of the Monitor, have prepared the Extended Cash 

Flow Forecast for the thirteen-week period June 2 to August 31, 2012 (the “Extended 

Cash Flow Period”).     

8.2 A copy of the Extended Cash Flow Forecast is attached to this report as Appendix “F”.  

For reference purposes, the Extended Cash Flow Forecast also includes the Canadian and 
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U.S. regional cash flow forecasts which form the consolidated Extended Cash Flow 

Forecast. 

8.3 A summary of the Extended Cash Flow Forecast is set out in the table below.   

AG Companies 

(Consolidated)

Canadian 

Applicants

U.S.   

Applicants

Forecast Cash Inflow

Customer collections 96,946              23,031             73,915            

Forecast Total Receipts 96,946              23,031             73,915            

Forecast Cash Outflow

Supplier payments, vehicle, occupancy, selling and general 46,565              10,756             35,809            

Payroll and benefits, including KERP 25,144              7,152              17,992            

Insurance -                   -                 -                 

Capital expenditures 6,353                -                 6,353              

Interest and financing fees 1,313                585                 728                

Professional fees 11,786              10,486                           1,300 

Total Forecast Outflow 91,161              28,979             62,182            

Net Cash Flow, prior to DIP Financing 5,785                (5,948)             11,733            

DIP financing - advances 6,000                4,000              2,000              

Net Cash Flow 11,785              (1,948)             13,733            

Cash, beginning of period (June 2, 2012) 5,278                2,612              2,666              

Cash, end of period (August 31, 2012) 17,063              664                 16,399            

Note 1

Note 2 The Extended Cash Flow Forecast has been prepared to August 31, 2012 to coincide with the proposed extension 

to the Stay.

Arctic Glacier

Unaudited Summary of Extended Cash Flow Forecast (Notes 1 and 2) 

For the 13-Week Period Ending August 31, 2012

(US$000's)

Readers are cautioned to read the Terms of Reference as set out previously in this report for information 

regarding the preparation of the Cash Flow Forecast.

 

8.4 The Monitor notes the following with respect to the Extended Cash Flow Forecast: 

a) The Applicants have consolidated cash resources of approximately $5.3 million at 

the commencement of the Extended Cash Flow Period, June 2, 2012.  As 

previously reported, Senior Management has advised that the Company generally 

requires minimum cash reserves of $2 million to $3 million in order to manage 

the payment cycle of the Business, including timing differences that can occur in 
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customer receipts, and the funding of major disbursement items such as payroll, 

occupancy and other costs. 

b) Over the course of the Extended Cash Flow Period, the Applicants forecast a net 

cash inflow, prior to any DIP financing of approximately $5.8 million, comprised 

of the following by geographic region: 

Canada (net cash outflow) –  ($5.9) million 

U.S. (net cash inflow)  –  $11.7 million 

c) The Monitor notes that the second payment due under the KERP, being 25% of 

the total KERP obligation, was paid when due on the Phase 2 Bid Deadline (June 

4, 2012) and is reflected in the Extended Cash Flow Forecast.  

d) The Extended Cash Flow Forecast reflects additional advances under the DIP 

Facility of $6.0 million during the Extended Cash Flow Period, of which $4.0 

million is expected to be drawn by the Canadian Applicants, and $2.0 million by 

the U.S. Applicants. 

e) Total advances under the DIP Facility by the end of the Extended Cash Flow 

Period are forecast to be $29.0 million, $15.5 million of which is forecast to be 

drawn by the Canadian Applicants and $13.5 million of which is forecast to be 

drawn by the U.S. Applicants.   

f) The Extended Cash Flow Forecast includes the continued payment of debt service 

costs on the debt owing under the First Lien Credit Agreement, including default 

interest. 

g) Senior Management expects to fund the cash flow requirements of the Business 

with forecast cash resources and drawdowns under the DIP Facility. 
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h) The Monitor notes that the DIP Facility expires on August 8, 2012 and that the 

Extended Cash Flow Forecast does not take into account receipt of the proceeds 

of the Transaction which is anticipated to close on or before July 31, 2012.  The 

receipt of such proceeds are not taken into account as the Purchase Price, and 

other financial terms of the APA, have been filed on a confidential basis and are 

subject to a request for a sealing order.  It is the Monitor’s intention to file an 

updated cash flow forecast subsequent to the closing of the Transaction.  The 

Monitor notes that the proceeds of the Transaction will provide the estate with 

sufficient funds through the period of the requested Stay, and that expenses of the 

estate during this period will be largely limited to professional fees associated 

with post-closing matters. 

9.0 THE MONITOR'S COMMENTS AND RECOMMENDATIONS 

The APA and the Sale Transaction  

9.1 The Monitor is of the view that the transaction contemplated by the APA with the 

Purchaser meets the factors set out in section 36(3) of the CCAA.  The APA provides for 

a going concern sale of the Business that maintains operations.  It provides for continued 

employment of the Applicants’ existing employees, a continued customer for the 

Applicants’ many suppliers and a continued source of supply for the Applicants’ 

customers.  The APA is subject to minimal conditions and reflects the fact that the 

Purchaser’s financing is fully committed.  The APA reflects the Applicants’ efforts to 

obtain the best possible price for their assets through an extensive, court-approved, 

marketing process.  The Monitor supervised the SISP and supervised the Financial 

Advisor’s performance under its engagement with the Applicants and is satisfied that the 
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SISP was managed in accordance with its terms and that prospective purchasers and 

investors were provided a reasonable opportunity to participate in the process.  In the 

Monitor’s view, the SISP was carried out in a fair and transparent manner.    

9.2 The APA contained the highest price received in the SISP for the Assets and had the 

fewest conditions to close.  Accordingly, the Monitor recommended to the Special 

Committee that the APA was the most favourable bid received under the SISP and that it 

should be selected.  The Financial Advisor and the CPS concurred with the Monitor’s 

recommendations and the Special Committee accepted the recommendation.    

9.3 It is the Monitor’s view that the Purchase Price is fair and reasonable in light of the fact it 

resulted from a wide canvassing of the market pursuant to the court-approved SISP.  It is 

also the Monitor’s view that the Transaction, which provides for a going concern sale of 

the Business, is more beneficial to the Company’s creditors and other stakeholders than a 

sale or disposition under a bankruptcy.    

9.4 The Purchase Price is sufficient to satisfy the Lender Claims in full, any amounts that 

may be owing under any Court-ordered charges and the Company’s known unsecured 

creditors in full, including any payments that may be required under section 36(7) of the 

CCAA. There may also be sufficient funds to permit a distribution to its unitholders after 

all creditor claims have been proven through a claims process.  

The Confidential Appendix 

9.5 The Applicants are seeking a sealing order for the Confidential Appendix, which contains 

a copy of the unredacted APA, the commitment letter, a summary of the bids and 

additional commercially sensitive information concerning the SISP.  Disclosure of this 
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commercially sensitive information and/or the identities of the other bidders and the 

terms of their bids before Closing could negatively affect any future transaction with 

respect to the Applicants. As such, the Monitor supports the Applicants’ request for an 

order sealing Confidential Appendix. 

Extension of the Stay  

9.6 The Applicants have requested an extension of the Stay to August 31, 2012.  The Monitor 

agrees that an extension until that date is appropriate, as it is subsequent to the anticipated 

closing of the Transaction.  The Extended Cash Flow Forecast filed by the Applicants 

demonstrates that the Applicants are projected to have sufficient liquidity to continue 

operations during the proposed extension of the requested Stay period.  The Applicants 

continue to work with due diligence and in good faith.  Accordingly, the Monitor 

recommends that this Honourable Court grant the Stay extension requested by the 

Applicants. 

Post-Closing Matters 

9.7 As it is contemplated by the APA that the Purchaser will offer employment to all of the 

Applicants’ employees, there will be no employees or management remaining with the 

Applicants following the Closing the Transaction.   

9.8 Given that the amount of the Purchase Price exceeds the Lender Claims, a claims process 

will be required to determine the existence and amounts of any unsecured claims.   It is 

anticipated that a motion for such a claims process will be brought before this 

Honourable Court shortly after the Closing of the Transaction.  Accordingly, it will be 

necessary for the Monitor to have access to the former employees, Senior Management 
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and the Company’s books and records following the Closing of the Transaction to assist 

the Monitor in resolving claims filed in the claims process.  It may also be necessary to 

have access to such individuals and information to assist in dealing with the Excluded 

Assets.  The Monitor has discussed this issue with the Purchaser and understands that the 

Purchaser intends to work with the Monitor and the Applicants to put in place an 

arrangement to address these matters which arrangement will be brought before this 

Honourable Court for approval before the Closing of the Transaction. 

9.9 For the foregoing reasons, the Monitor hereby respectfully recommends that this 

Honourable Court approve the APA and grant the relief sought by the Applicants. 

 

***** 

All of which is respectfully submitted to this Honourable Court this 15th day of June, 2012. 
 

Alvarez & Marsal Canada Inc., in its capacity 

as Monitor of Arctic Glacier Income Fund,  

Arctic Glacier Inc., Arctic Glacier International Inc. and  

the other Applicants listed on Appendix “A”. 

 
_____________________________ 
Per:  Richard A. Morawetz 
         Senior Vice President 
    

 

 



 

 

 

 

 

 

APPENDIX “A” 

  



  Appendix “A” 

 

List of Applicants 

Arctic Glacier California Inc. 

Arctic Glacier Grayling Inc. 

Arctic Glacier Lansing Inc. 

Arctic Glacier Michigan Inc. 

Arctic Glacier Minnesota Inc. 

Arctic Glacier Nebraska Inc. 

Arctic Glacier Newburgh Inc. 

Arctic Glacier New York Inc. 

Arctic Glacier Oregon Inc. 

Arctic Glacier Party Time Inc. 

Arctic Glacier Pennsylvania Inc. 

Arctic Glacier Rochester Inc. 

Arctic Glacier Services Inc. 

Arctic Glacier Texas Inc. 

Arctic Glacier Vernon Inc. 

Arctic Glacier Wisconsin Inc. 

Diamond Ice Cube Company Inc. 

Diamond Newport Corporation 

Glacier Ice Company, Inc. 

Ice Perfection Systems Inc. 

ICEsurance Inc. 

Jack Frost Ice Service, Inc. 

Knowlton Enterprises, Inc. 

Mountain Water Ice Company 

R&K Trucking, Inc. 

Winkler Lucas Ice and Fuel Company 

Wonderland Ice, Inc. 
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625 Henry Avenue, Winnipeg, Manitoba R3A 0V1  Tel: 204-772-2473  Fax: 204-783-9857 
 

 
Arctic Glacier Income Fund Provides Update  

On Sale And Investor Solicitation Process 
 

Strong Interest Prompts Special Committee To Authorize Commencement of Phase II 
  
WINNIPEG – April 12, 2012 – Arctic Glacier Income Fund (CNSX: AG) (“Arctic 
Glacier” or the “Fund”) announced today that a special committee of its board of trustees  
(the “Special Committee”) has authorized  commencement of Phase II of the Sale and 
Investor Solicitation Process (“SISP”).   
 
During Phase I of the SISP, Arctic Glacier’s financial advisor, TD Securities Inc. (“TD 
Securities”) solicited and received non-binding letters of intent (“LOIs”) from several 
interested parties to acquire or to invest in Arctic Glacier.  Alvarez & Marsal Canada Inc, 
(the “Monitor”), in consultation with TD Securities, the Chief Process Supervisor and 
Arctic Glacier, determined that multiple LOIs were qualified for inclusion in Phase II.  
As a result, TD Securities and the Monitor recommended that the Special Committee 
authorize the commencement of Phase II of the SISP. 
 
Arctic Glacier, with the assistance of TD Securities, will now make additional 
information available to parties invited to Phase II and will then seek submission of 
binding proposals regarding a transaction with the Fund.  Phase II is expected to require a 
period of several weeks to complete and there can be no assurance that any transaction 
may occur.  
 
“We are very pleased with the level of interest that surfaced in Phase I,” said Keith 
McMahon, President and CEO of Arctic Glacier.  “We received indications of interest 
from a large group of prospective acquirers and investors, and are optimistic about Phase 
II of the process.  We will continue to work with these parties and expect to conclude a 
transaction for the benefit of all Arctic Glacier stakeholders.”  
 
Commenting on today’s news release from Reddy Ice Holdings, Inc. (“Reddy Ice”) in 
connection with their U.S. Chapter 11 bankruptcy proceedings and interest in a 
combination with Arctic Glacier, Mr. McMahon said, “We have received a non-binding 
letter of intent from Reddy Ice.  Reddy Ice is one of many parties that have expressed 
interest in our process and from whom a non-binding letter of intent was received.  We do 
not intend to disclose the identities of any of our Phase II participants.” 
 
 
About Arctic Glacier 
Arctic Glacier Income Fund, through its operating company, Arctic Glacier Inc., is a 
leading producer, marketer and distributor of high-quality packaged ice in North 
America, primarily under the brand name of Arctic Glacier® Premium Ice. Arctic 
Glacier operates 39 production plants and 47 distribution facilities across Canada and 
the northeast, central and western United States servicing more than 75,000 retail 
locations. 



 

 
 

 
Arctic Glacier Income Fund trust units are listed on the Canadian National Stock 
Exchange under the trading symbol AG.UN. There are 350.3 million trust units 
outstanding. 
 
Forward-Looking Information  
 
Certain matters set forth in this news release, including statements with respect to the 
SISP are forward looking. These forward-looking statements reflect management's 
current views and are based on certain assumptions including assumptions as to future 
operating conditions and courses of action, the Phase II process participants, the LOIs, 
sale or recapitalization alternatives, economic conditions and other factors management 
believes are appropriate. Such forward looking statements are subject to risks and 
uncertainties that may cause actual results to differ materially from those contained in 
these statements, including the risk that sale or recapitalization alternatives may not be 
available to Arctic Glacier or may not be available on terms favourable to Arctic Glacier 
and its security holders or that any such sale would yield proceeds sufficient for any 
distribution to Arctic Glacier's unitholders, as well as those risks and uncertainties 
identified under the heading "Risks Management" in Arctic Glacier's management's 
discussion and analysis for the year ended December 31, 2011, available at 
www.sedar.com. These forward-looking statements are made as at the date of this news 
release, and the Fund assumes no obligation to update or revise them, either publicly or 
otherwise, to reflect new events, information or circumstances. 
 
Contact Information 
Keith McMahon, President & CEO 
Doug Bailey, Chief Financial Officer 
Toll free investor relations phone: 1-888-573-9237 
 
 

www.arcticglacier.com 
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Arctic Glacier
CONSOLIDATED weekly cash flow forecast
For the 13-week period ending August 31, 2012
(Unaudited, in $'000 USD)

Week 1 Week 2 Week 3 Week 4 Week 5 Week 6 Week 7 Week 8 Week 9 Week 10 Week 11 Week 12 Week 13 13-week
8-Jun 15-Jun 22-Jun 29-Jun 6-Jul 13-Jul 20-Jul 27-Jul 3-Aug 10-Aug 17-Aug 24-Aug 31-Aug total

Receipts
Customer collections 5,700       5,075       5,075       5,075       6,942       7,877       7,877       7,877       8,464       9,246       9,246       9,246       9,246       96,946     Note 1

Total Receipts 5,700       5,075       5,075       5,075       6,942       7,877       7,877       7,877       8,464       9,246       9,246       9,246       9,246       96,946     

Disbursements
Supplier payments 816          1,164       1,358       1,248       1,111       815          872          801          862          858          906          896          801          12,508     Note 2
Vehicle & fuel costs 1,017       1,142       905          921          1,614       1,618       1,520       1,641       1,705       2,048       2,211       1,564       1,343       19,249     Note 3
Payroll and related payments 2,184       1,631       1,700       1,795       1,652       2,463       1,751       2,351       2,305       2,554       1,247       2,282       1,229       25,144     Note 4
Facility costs & utilities 519          468          788          873          674          807          1,119       835          992          863          1,070       859          764          10,631     Note 5
Insurance -             -             -             -             -             -             -             -             -             -             -             -             -             -             

Capital expenditures 863          863          863          1,130       425          380          380          380          377          173          173          173          173          6,353       Note 6
Selling, general and administration 388          330          170          233          447          330          501          361          348          396          221          215          237          4,177       Note 7
Professional fees 640          737          850          809          770          640          510          430          3,000       690          1,100       820          790          11,786     Note 8

Total Disbursements 6,427       6,335       6,634       7,009       6,693       7,053       6,653       6,799       9,589       7,582       6,928       6,809       5,337       89,848     

Net Cash Flow Before Debt Service Costs (727)         (1,260)      (1,559)      (1,934)      249          824          1,224       1,078       (1,125)      1,664       2,318       2,437       3,909       7,098       

Debt service costs (including DIP facility) 262          -             -             557          -             -             -             472          -             22            -             -             -             1,313       Note 9
Net Cash Flow After Debt Service Costs (989)         (1,260)      (1,559)      (2,491)      249          824          1,224       606          (1,125)      1,642       2,318       2,437       3,909       5,785       

Opening Cash Balance 5,278       4,289       5,029       5,470       4,979       5,228       6,052       7,276       7,882       6,757       8,399       10,717     13,154     5,278       

Net cash flow (989)         (1,260)      (1,559)      (2,491)      249          824          1,224       606          (1,125)      1,642       2,318       2,437       3,909       5,785       

DIP facility advances/(repayments), net -             2,000       2,000       2,000       -             -             -             -             -             -             -             -             -             6,000       

Ending Cash Balance 4,289       5,029       5,470       4,979       5,228       6,052       7,276       7,882       6,757       8,399       10,717     13,154     17,063     17,063     

Permitted DIP facility cumulative draw 50,000     50,000     50,000     50,000     50,000     50,000     50,000     50,000     -             -             -             -             -             

DIP facility cumulative draw 23,000     25,000     27,000     29,000     29,000     29,000     29,000     29,000     -             -             -             -             -             

Net DIP facility availability 27,000     25,000     23,000     21,000     21,000     21,000     21,000     21,000     -             -             -             -             -             

Prepared by Management.  To be read in conjunction with the attached Notes and Summary of Assumptions



Arctic Glacier
UNITED STATES weekly cash flow forecast
For the 13-week period ending August 31, 2012
(Unaudited, in $'000 USD)

Week 1 Week 2 Week 3 Week 4 Week 5 Week 6 Week 7 Week 8 Week 9 Week 10 Week 11 Week 12 Week 13 13-week
8-Jun 15-Jun 22-Jun 29-Jun 6-Jul 13-Jul 20-Jul 27-Jul 3-Aug 10-Aug 17-Aug 24-Aug 31-Aug total

Receipts
Customer collections 4,638       4,013       4,013       4,013       5,288       6,125       6,125       6,125       6,527       7,062       7,062       7,062       7,062       75,115     

Other receipts (intercompany transfers) -             -             -             -             (600)         -             -             -             (600)         -             -             -             -             (1,200)      

Total Receipts 4,638       4,013       4,013       4,013       4,688       6,125       6,125       6,125       5,927       7,062       7,062       7,062       7,062       73,915     

Disbursements
Supplier payments 696          1,069       1,189       1,118       903          584          678          593          712          686          684          760          660          10,332     

Vehicle & fuel costs 795          1,060       729          637          1,291       1,343       1,106       1,260       1,089       1,345       1,700       966          936          14,257     

Payroll and related payments 850          1,631       919          1,794       938          2,315       1,052       2,201       581          2,280       702          2,004       725          17,992     

Facility costs & utilities 318          419          741          746          598          713          1,040       576          775          700          1,003       691          542          8,862       

Insurance -             -             -             -             -             -             -             -             -             -             -             -             -             -             

Capital expenditures 863          863          863          1,130       425          380          380          380          377          173          173          173          173          6,353       

Selling, general and administration 227          232          99            107          214          217          198          257          227          207          114          174          85            2,358       

Professional fees 80            110          110          100          100          90            80            100          50            170          90            120          100          1,300       

Total Disbursements 3,829       5,384       4,650       5,632       4,469       5,642       4,534       5,367       3,811       5,561       4,466       4,888       3,221       61,454     

Net Cash Flow Before Debt Service Costs 809          (1,371)      (637)         (1,619)      219          483          1,591       758          2,116       1,501       2,596       2,174       3,841       12,461     

Debt service costs (including DIP facility) 262          -             -             312          -             -             -             146          -             8              -             -             -             728          

Net Cash Flow After Debt Service Costs 547          (1,371)      (637)         (1,931)      219          483          1,591       612          2,116       1,493       2,596       2,174       3,841       11,733     

Opening Cash Balance 2,666       3,213       1,842       1,205       1,274       1,493       1,976       3,567       4,179       6,295       7,788       10,384     12,558     2,666       

Net cash flow 547          (1,371)      (637)         (1,931)      219          483          1,591       612          2,116       1,493       2,596       2,174       3,841       11,733     

DIP facility advances/(repayments), net -             -             -             2,000       -             -             -             -             -             -             -             -             -             2,000       

Ending Cash Balance 3,213       1,842       1,205       1,274       1,493       1,976       3,567       4,179       6,295       7,788       10,384     12,558     16,399     16,399     

Prepared by Management.  To be read in conjunction with the attached Notes and Summary of Assumptions



Arctic Glacier
CANADA weekly cash flow forecast
For the 13-week period ending August 31, 2012
(Unaudited, in $'000 USD)

Week 1 Week 2 Week 3 Week 4 Week 5 Week 6 Week 7 Week 8 Week 9 Week 10 Week 11 Week 12 Week 13 13-week
8-Jun 15-Jun 22-Jun 29-Jun 6-Jul 13-Jul 20-Jul 27-Jul 3-Aug 10-Aug 17-Aug 24-Aug 31-Aug total

Receipts
Customer collections 1,062       1,062       1,062       1,062       1,654       1,752       1,752       1,752       1,937       2,184       2,184       2,184       2,184       21,831     

Other receipts (intercompany transfers) -             -             -             -             600          -             -             -             600          -             -             -             -             1,200       

Total Receipts 1,062       1,062       1,062       1,062       2,254       1,752       1,752       1,752       2,537       2,184       2,184       2,184       2,184       23,031     

Disbursements
Supplier payments 120          95            169          130          208          231          194          208          150          172          222          136          141          2,176       

Vehicle & fuel costs 222          82            176          284          323          275          414          381          616          703          511          598          407          4,992       

Payroll and related payments 1,334       -             781          1              714          148          699          150          1,724       274          545          278          504          7,152       

Facility costs & utilities 201          49            47            127          76            94            79            259          217          163          67            168          222          1,769       

Insurance -             -             -             -             -             -             -             -             -             -             -             -             -             -             

Capital expenditures -             -             -             -             -             -             -             -             -             -             -             -             -             -             

Selling, general and administration 161          98            71            126          233          113          303          104          121          189          107          41            152          1,819       

Professional fees 560          627          740          709          670          550          430          330          2,950       520          1,010       700          690          10,486     

Total Disbursements 2,598       951          1,984       1,377       2,224       1,411       2,119       1,432       5,778       2,021       2,462       1,921       2,116       28,394     

Net Cash Flow Before Debt Service Costs (1,536)      111          (922)         (315)         30            341          (367)         320          (3,241)      163          (278)         263          68            (5,363)      

Debt service costs (including DIP facility) -             -             -             245          -             -             -             326          -             14            -             -             -             585          

Net Cash Flow After Debt Service Costs (1,536)      111          (922)         (560)         30            341          (367)         (6)             (3,241)      149          (278)         263          68            (5,948)      

Opening Cash Balance 2,612       1,076       3,187       4,265       3,705       3,735       4,076       3,709       3,703       462          611          333          596          2,612       

Net cash flow (1,536)      111          (922)         (560)         30            341          (367)         (6)             (3,241)      149          (278)         263          68            (5,948)      

DIP facility advances/(repayments), net -             2,000       2,000       -             -             -             -             -             -             -             -             -             -             4,000       

Ending Cash Balance 1,076       3,187       4,265       3,705       3,735       4,076       3,709       3,703       462          611          333          596          664          664          

Prepared by Management.  To be read in conjunction with the attached Notes and Summary of Assumptions



Arctic Glacier
Weekly cash flow forecast
Notes and Summary of Assumptions

Note 1 Customer collections are comprised of accounts receivable and forecast sales.  Forecast sales volumes and related expenses are projected on the basis of ‘normal’ 
weather conditions in markets serviced by Arctic Glacier.  Variations from ‘normal’ weather conditions may lead to material fluctuations in sales volumes and related 
expenses which could have a material impact on actual cash flows.

Note 2 Supplier payments include disbursements for packaging, pallets and other related products.

Note 3 Vehicle & fuel costs include disbursements for leases, rentals, fuel and repairs & maintenance.  Fuel costs are forecast based on average fuel prices in Arctic Glacier's 
markets.

Note 4 Payroll and related payments include salaries, wages, remittances, pension costs and other benefits and amounts disbursed in accordance with the Key Employee 
Retention Plan.

Note 5 Facility costs include lease payments, property taxes and repairs & maintenance.  Utilities are incurred primarily in the production of ice.

Note 6 Capital expenditures are forecast based on Arctic Glacier's existing capital plan and include disbursements for sustaining and growth expenditures.

Note 7 Selling, general and administration disbursements relate to office costs and other disbursements.

Note 8 Professional fees include recurring fees in connection with ongoing operations of the business as well as CCAA professional fees.

Note 9 Debt service costs include commitment fees and interest on the First Lien Credit Agreement and the DIP Facility.

Note 10 The Cash Flow Forecast does not provide for any litigation settlement payments, including the DOJ Settlement, settlements under the U.S. Civil Class Actions and the U.S. 
Direct Purchaser Settlement (as defined in the McMahon Affidavit) and a $2.0 million obligation relating to a settlement made with certain Canadian direct purchasers (the 
"Canadian Direct Purchaser Settlement").

Note 11 The Can$/US$ exchange rate is forecast at C$1:US$1 throughout the period.




