
  

Court File No.: CV-15-10832-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF THE COMPANIES’ CREDITORS 
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS 
AMENDED AND IN THE MATTER OF A PLAN OF 
COMPROMISE OR ARRANGEMENT OF TARGET 
CANADA CO., TARGET CANADA HEALTH CO., 
TARGET CANADA MOBILE GP CO., TARGET 
CANADA PHARMACY (BC) CORP., TARGET 
CANADA PHARMACY (ONTARIO) CORP., TARGET 
CANADA PHARMACY CORP., TARGET CANADA 
PHARMACY (SK) CORP., AND TARGET CANADA 
PROPERTY LLC 

TWENTY-EIGHTH REPORT OF THE MONITOR 
ALVAREZ & MARSAL CANADA INC. 

MAY 27, 2016 

  



 

TABLE OF CONTENTS 

1.0 INTRODUCTION..............................................................................................................1 

2.0 TERMS OF REFERENCE AND DISCLAIMER ..........................................................4 

3.0 THE SECOND AMENDED AND RESTATED JOINT PLAN OF COMPROMISE 

AND ARRANGEMENT ....................................................................................................5 

4.0 VOTING RESULTS FROM CREDITORS’ MEETING ..............................................8 

5.0 PHARMACY CHARTER SALE .....................................................................................9 

6.0 CASH FLOW RESULTS RELATIVE TO FORECAST ............................................13 

7.0 EXTENSION OF THE STAY PERIOD ........................................................................15 

8.0 MONITOR’S CONCLUSIONS AND RECOMMENDATIONS ................................16 

 

 



 

INDEX TO APPENDICES 

Appendix A – List of the Applicants and Partnerships 
Appendix B – Share Sale Agreement dated May 18, 2016 

 

 

 



 

1.0 INTRODUCTION 

1.1 On January 15, 2015, Target Canada Co. (“TCC”) and those companies listed in 

Appendix A (collectively, the “Applicants”), together with the Partnerships also listed in 

Appendix A (the “Partnerships”, and collectively with the Applicants, the “Target 

Canada Entities”), applied for and were granted protection by the Ontario Superior 

Court of Justice (Commercial List) (the “Court”) under the Companies’ Creditors 

Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”). Pursuant to an Order 

of this Court dated January 15, 2015, Alvarez & Marsal Canada Inc. (“A&M”) was 

appointed Monitor of the Target Canada Entities in the CCAA proceedings 

(the “Monitor”). The proceedings commenced by the Applicants under the CCAA are 

referred to herein as the “CCAA Proceedings”. 

1.2 On February 11, 2015, this Court issued the “Amended and Restated Initial Order” 

(hereinafter, unless the context otherwise requires, the “Initial Order”), which 

incorporates certain changes to the Initial Order granted January 15, 2015 that were 

described in the Second Report of the Monitor dated February 9, 2015. 

1.3 In connection with the CCAA Proceedings, the Monitor has provided to this Court 

twenty-seven reports and three supplementary reports (the “Supplementary Reports”, 

and collectively, the “Monitor’s Reports”). A&M has also provided to this Court the 

Pre-Filing Report of the Proposed Monitor (the “Pre-Filing Report”) dated January 14, 

2015 (together with the Monitor’s Reports, the “Prior Reports”).  The Prior Reports, the 

Initial Order and other Court-filed documents and notices in these CCAA Proceedings are 

available on the Monitor’s website at alvarezandmarsal.com/targetcanada. 
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1.4 The purpose of this Twenty-Eighth Report of the Monitor (the “Twenty-Eighth 

Report”) is to provide this Court with: 

(i) information regarding the following: 

(a) the Second Amended and Restated Joint Plan of Compromise and 

Arrangement (the “Second Amended Plan” or the “Plan”); 

(b) the voting results from the creditors’ meeting held on May 25, 2016 

(the “Creditors’ Meeting”); 

(c) the Applicants’ motion (the “Sanction Motion”) for an order substantially 

in the form attached to the Applicants’ Motion Record dated May 26, 

2016 (the “Sanction and Vesting Order”) seeking an order, among other 

things: 

(1) declaring that the Creditors’ Meeting was duly convened and held, 

all in accordance with the Meeting Order issued April 13, 2016 in 

these CCAA proceedings (the “Meeting Order”); 

(2) sanctioning and approving the Second Amended Plan; 

(3) vesting all of the Target Canada Entities’ rights, title and interest in 

and to the IP Assets in Target Corporation (or its designee); 

(4) extending the Stay Period to September 23, 2016; 
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(5) extending the Notice of Objection Bar Date to the Plan 

Implementation Date and ordering that the Notice of Objection Bar 

Date will expire on the Plan Implementation Date; 

(d) the Applicants’ motion for an order substantially in the form attached to 

the Applicants’ Motion Record dated May 27, 2016 (the “Pharmacy 

Charter Sales Order”) seeking an order, among other things: 

(1) approving the Share Sale Agreement dated May 18, 2016 between 

TCC and 2519114 Ontario Inc. (the “Purchaser”) with respect to 

the Shares of Target Canada Pharmacy (Ontario) Corp. 

(“Pharmacy Corp.”); and 

(2) vesting TCC’s right, title and interest in and to the Shares in the 

Purchaser; and 

(e) the receipts and disbursements of the Target Canada Entities for the period 

May 1 to 21, 2016; and 

(ii) the Monitor’s conclusions and recommendations in connection with the 

foregoing. 

1.5 This report is filed in connection with paragraph 37 of the Meeting Order, which requires 

the Monitor to provide a report to the Court as soon as practicable after the Creditors’ 

Meeting with respect to: 

(i) the results of voting at the Creditors’ Meeting on the Resolution; 
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(ii) whether the Required Majority has approved the Plan; 

(iii) the separate tabulation for Disputed Claims required by paragraph 32 of the 

Meeting Order; and 

(iv) in its discretion, any other matter relating to the Target Canada Entities’ motion 

seeking sanction of the Plan. 

2.0 TERMS OF REFERENCE AND DISCLAIMER 

2.1 In preparing this Twenty-Eighth Report, the Monitor has been provided with, and has 

relied upon, unaudited financial information, books and records and financial information 

prepared by the Target Canada Entities and Target Corporation, and discussions with 

management of the Target Canada Entities and Target Corporation (collectively, 

the “Information”). 

2.2 The Monitor has reviewed the Information for reasonableness, internal consistency and 

use in the context in which it was provided.  However, the Monitor has not audited or 

otherwise attempted to verify the accuracy or completeness of the Information in a 

manner that would wholly or partially comply with Canadian Auditing Standards 

(“CASs”) pursuant to the Chartered Professional Accountants Canada Handbook and, 

accordingly, the Monitor expresses no opinion or other form of assurance contemplated 

under CASs in respect of the Information. 

2.3 This Twenty-Eighth Report should be read in conjunction with the Affidavit of Mark J. 

Wong, General Counsel and Secretary of TCC in support of the Sanction and Vesting 

Order, sworn on May 26, 2016 (the “Wong Affidavit – Sanction Order”). 
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2.4 Unless otherwise indicated, capitalized terms not otherwise defined in this Twenty-

Eighth Report are as defined in the Prior Reports, the Second Amended Plan, the Wong 

Affidavit – Sanction Order and the Initial Order. 

2.5 Unless otherwise stated, all monetary amounts contained in this Twenty-Eighth Report 

are expressed in Canadian dollars. 

3.0 THE SECOND AMENDED AND RESTATED JOINT PLAN OF COMPROMISE 

AND ARRANGEMENT 

3.1 The Monitor provided an overview of the Amended Plan in the Twenty-Seventh Report. 

A copy of the Amended Plan was included in the Meeting Materials sent on April 19, 

2016, in accordance with the Meeting Order, to each Affected Creditor at the address for 

such Affected Creditor set out in such Affected Creditors’ Proof of Claim or to such other 

address subsequently provided to the Monitor by the Affected Creditor.  A copy of the 

Amended Plan is also available on the Monitor’s website. In addition, the Monitor caused 

the Notice of Creditors’ Meeting to be published in newspapers in accordance with the 

Meeting Order. 

Plan Modifications 

3.2 On May 12, 2016, the Target Canada Entities, with the consent of the Monitor and the 

Plan Sponsor, made certain minor Plan Modifications that are of a technical and 

administrative nature. The Consultative Committee was consulted with respect to the 

Plan Modifications. 
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3.3 In accordance with paragraph 4 of the Meeting Order, the Target Canada Entities served 

on the Service List the Second Amended and Restated Joint Plan of Compromise and 

Arrangement dated May 19, 2016, along with a blackline identifying the Plan 

Modifications. These documents were also posted on the Monitor’s website and were 

made available at the Creditors’ Meeting. A blackline comparison showing the 

modifications to the Amended Plan is attached as Exhibit “C” to the Wong Affidavit – 

Sanction Order. 

3.4 The Plan Modifications were as follows: 

(i) Section 1.1: The Initial Distribution Date will occur within five (rather than two) 

Business Days after the Plan Implementation Date. After discussions with TCC’s 

banks, the Monitor and others, it became clear that this brief extension is needed 

to ensure orderly and accurate initial distributions. 

(ii) Article 5: To address limitations on the maximum amount permitted for a single 

cheque (such limits being imposed by the financial institution facilitating the 

payment of distributions contemplated under the Plan), TCC will have the option 

to make distributions by wire transfer. 

(iii) Section 6.3(r): The Target Canada Entities are now seeking to use a stand-alone 

Approval and Vesting Order to vest all, right, title and interest in the Pharmacy 

Shares in the Purchaser (as defined below) (rather than including such vesting in 
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the Sanction and Vesting Order for the Amended Plan).1 The draft Order will be 

included in a separate motion record. 

(iv) Section 7.1(b): The Amended Plan has been clarified to provide for a release of 

affiliates of A&M. 

(v) Section 8.2(x): The Administration Charge and the Directors’ Charge – which 

will continue during the pendency of the Plan in accordance with Section 6.3(g) – 

will be released upon delivery of the Monitor’s Plan Completion Certificate. 

(vi) Schedule “B” – Domain Names: Certain amendments were made to the list of 

domain names comprising the IP Assets to add one omitted domain name and to 

delete three domain names due to lapsed registrations.2  

3.5 In accordance with paragraph 4 of the Meeting Order, these Plan Modifications formed 

part of and were incorporated into the Plan that was voted on at the Creditors’ Meeting. 

Plan Implementation 

3.6 If this Court sanctions the Plan, the Target Canada Entities are currently targeting June 

28, 2016 as the Plan Implementation Date. 

3.7 Given the current status of the CCAA Proceedings, including the unanimous approval of 

the Plan at the Creditors’ Meeting (discussed below), the Sanction and Vesting Order 

sought by the Applicants contemplates the discharge of the Consultative Committee, 

1 The use of a stand-alone order is consistent with the terms of the Share Sale Agreement and the sales process 
conducted in respect of the Pharmacy Shares (defined below). 
2 These amendments do not impact the Monitor’s view expressed in the Twenty-Seventh Report that the aggregate 
value of the domain names does not exceed $50,000. 
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effective as of the Plan Implementation Date, as well as the payment of any outstanding 

amounts to committee members to that date.  

4.0 VOTING RESULTS FROM CREDITORS’ MEETING 

4.1 The Creditors’ Meeting occurred, as scheduled, on May 25, 2016 at the Toronto Board of 

Trade.  In accordance with the Meeting Order, Douglas McIntosh, President of A&M, 

acted as chair of the Creditors’ Meeting.  Representatives of Goodmans LLP and A&M 

acted as secretary and scrutineers of the Creditors’ Meeting, respectively. 

4.2 As provided in the Meeting Order, Creditors voted on a resolution to approve the Second 

Amended Plan. The results of the voting at the Creditors’ Meeting are summarized as 

follows:  

 

4.3 The vote in favour of the Second Amended Plan was unanimous (there were no votes 

against the Plan), with 1,246 Affected Creditors representing approximately $554 million 

of Claims voting (or deemed to have voted pursuant to the Meeting Order) in favour of 

the Plan.  Accordingly, the Required Majority was achieved.3 

376 of the 1,246 Affected Creditors who voted on the Second Amended Plan have Disputed Claims.  These 
Claimants all voted in favour of the Plan. 

Category # $ Value # $ Value # % $ Value %
Voting Claims "For" the Plan 641          7,365,983            605  546,751,387   1,246  100.0% 554,117,370   100.0%
Voting Claims "Against" the Plan -           -                       -   -                  -      0.0% -                  0.0%
Total 641          7,365,983            605  546,751,387   1,246  100.0% 554,117,370   100.0%
(i) Includes 61 Claimants who opted into the Convenience Class by submitting a Convenience Class Election Form in accordance with the Plan and the
(i) Meeting Order. Convenience Class Claims are deemed to vote in favour of the Plan pursuant to the Meeting Order.

TotalAffected CreditorsConvenience Class Claims (i)
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5.0 PHARMACY CHARTER SALE 

5.1 Pharmacy Corp. is a “Pre-1954 Charter Company”, as contemplated in Section 142(4) of 

the Drug and Pharmacies Regulations Act (Ontario), being originally incorporated on 

May 26, 1914 and being in operation as a pharmacy on May 14, 1954.  Generally, the 

“Pre-54” exemption allows a non-pharmacist to own and operate a retail pharmacy in 

Ontario provided that a majority of the directors are licensed pharmacists.4 

5.2 As described in the affidavit of Mark J. Wong sworn April 6, 2016, in support of the 

motion for the Meeting Order (the “Wong Affidavit – Meeting Order”), the Monitor, 

with the assistance of the Target Canada Entities, commenced a process (the “Pharmacy 

Sales Process”) seeking to market and, ultimately, enter into a Pharmacy Share Sale 

Agreement to sell all of the shares of Pharmacy Corp. (the “Pharmacy Shares”). 

5.3 The Pharmacy Sales Process, which was initiated by the Monitor on April 7, 2016, 

included the following marketing activities: 

(i) directly contacting parties who had previously indicated interest in purchasing the 

Pharmacy Shares to either TCC or the Monitor; 

(ii) publishing online advertisements with respect to the Pharmacy Sales Process on 

the Ontario Pharmacists Association and the Rogers Health Network; 

(iii) publishing advertisements in both of the Rogers Health Network - Pharmacists 

Newsletter and the Rogers Health Network – Physicians Newsletter; and 

4 The Monitor understands that, absent this exception, applicable legislation requires a pharmacy to be owned and 
operated by a licensed pharmacist. 
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(iv) posting notice of the Pharmacy Sales Process on the Monitor’s website. 

5.4 To participate in the Pharmacy Sales Process, an interested party was required to deliver 

an executed confidentiality agreement in form and substance satisfactory to the Monitor 

and the Target Canada Entities (a “Confidentiality Agreement”). 

5.5 As a result of the marketing efforts conducted by the Monitor: 

(i) 31 interested parties contacted or were contacted by the Monitor; 

(ii) eight interested parties (all of which were unrelated third parties) delivered 

Confidentiality Agreements and were provided with an opportunity to review 

information relating to Pharmacy Corp., including a form of share purchase 

agreement developed by TCC, in consultation with the Monitor; 

(iii) four interested parties submitted bids by the bid deadline of May 6, 2016; and 

(iv) at the Monitor’s invitation, two of the interested parties submitted revised bids on 

May 13, 2016, and were further invited to submit final offers by 5:00 pm on 

May 16, 2016. 

5.6 The Monitor and the Target Canada Entities evaluated the bids received, with 

consideration to the following criteria: 

(i) purchase price; 

(ii) terms of the proposed purchase agreement; and 

(iii) any factors affecting the speed, certainty and value of the transaction. 
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5.7 On May 16, 2016, upon the recommendation of the Monitor, the Target Canada Entities 

selected the bid of the Purchaser, and on May 18, 2016, the Purchaser and TCC entered 

into a share purchase agreement (the “Purchase Agreement”). 

5.8 The Purchase Agreement, attached hereto as Appendix B includes, among other standard 

terms and conditions, the following provisions:5 

(i) the Purchaser will pay the Purchase Price of $478,000 for the Pharmacy Shares, 

exclusive of all applicable sales and transfer Taxes (if any); 

(ii) the Purchaser has provided a Deposit of $119,500 that is being held by the 

Monitor and will be credited against the Purchase Price at Closing; 

(iii) the Closing will take place one Business Day after the Plan Implementation Date 

or such other date as the parties may mutually agree upon; 

(iv) the Pharmacy Corp. shares will be sold on an “as is, where is” basis, without 

representations or warranties of any kind (except those contained in the Purchase 

Agreement, including as to title); 

(v) the Monitor will be entitled to file the Monitor’s Certificate with the CCAA Court 

upon receiving written confirmation from each Party that all applicable conditions 

of Closing have been satisfied or waived, as the case may be; and 

(vi) pursuant to the Approval and Vesting Order, the corporate name of the 

Corporation will be changed to a name not including the words “Target”. 

5Capitalized terms not otherwise defined shall have the meanings ascribed to them in the Purchase Agreement. 
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Monitor’s Recommendation Regarding the sale of the Pharmacy Shares 

5.9 The Monitor recommends that the Court grant the Applicants’ requested approval and 

vesting order in respect of the Pharmacy Shares. 

5.10 In assessing whether to provide its support to the Applicants’ entering into, and seeking 

the Court’s approval, in respect of the sale of the Pharmacy Shares, the Monitor 

considered the following: 

(i) paragraph 12(a) of the Initial Order granted the Target Canada Entities the ability 

to dispose of redundant or non-material assets not exceeding $1 million; 

(ii) the Pharmacy Sales Process was fair and reasonable having regard to the nature 

and value of the Pharmacy Shares and was approved and implemented by the 

Monitor; 

(iii) the Target Canada Entities provided advance notice of the Pharmacy Sales 

Process to the Service List and the Court, and attached the Pharmacy Sales 

Process to the Wong Affidavit – Meeting Order, which was posted to the 

Monitor’s website; 

(iv) the Purchase Agreement has limited conditions and is supported by a substantial 

deposit, and, pending Court approval of the transaction, the Monitor has no reason 

to doubt that the transaction will close as contemplated; 

(v) the consideration to be received is the result of a competitive process and the 

proceeds to be received for the Pharmacy Shares is reasonable and fair, having 
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regard to the nature of the Pharmacy Shares (because the Pharmacy Shares 

represent a single-purpose asset, which value is determined by the current market 

demand of a “Pre-1954 Charter Company”, irrespective of whether the sales 

process was conducted in a CCAA or bankruptcy process, the  purchase price 

would not be materially different); and 

(vi) upon closing, the Purchase Agreement will increase the net proceeds available for 

distribution to Creditors and is in the best interests of the stakeholders of the 

Target Canada Entities. 

6.0 CASH FLOW RESULTS RELATIVE TO FORECAST 

6.1 Receipts and disbursements for the period May 1 to 21, 2016 (the “Reporting Period”, 

noting that cash flow results through April 30, 2016 were reported in the Twenty-Seventh 

Report) as compared to the cash flow forecast that was attached as Appendix B to the 

Twenty-Sixth Report (the “Cash Flow Forecast”), are summarized on the following 

page. 
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6.2 During the Reporting Period, there were no significant differences between the Target 

Canada Entities’ total actual and forecast receipts and disbursements. 

6.3 The closing cash balance as at May 21, 2016 was approximately $795.7 million, as 

compared to the projected cash balance of $795.1 million. 

6.4 The Initial Order entitles the Target Canada Entities to continue to utilize their existing 

Cash Management System, as described in the Pre-Filing report.  The Cash Management 

System of the Target Canada Entities continues to operate in the same manner as it had 

prior to the commencement of the CCAA Proceedings, with the exception that all 

133 retail Stores were closed to the public on or before April 12, 2015. 

($ in 000's CAD, unless otherwise noted)
Cumulative

Budget Actual Variance
Period Ended 21-May 21-May B / (W)

OPERATING RECEIPTS

Sales Receipts -$                       -$                             -$                          
Other Receipts 270                    268                          (2)                          
TOTAL RECEIPTS 270                   268                         (2)                          

OPERATING DISBURSEMENTS
Employee Payments 30                      40                            (10)                        
Rent & Occupancy -                         -                               -                            
DC / Logistics -                         -                               -                            
Normal Course Taxes -                         -                               -                            
Professional Fees 750                    768                          (18)                        
All Other 300                    270                          30                         
Current Operating Disbursements 1,080                 1,078                       2                           

OPERATING CASH FLOW (810)                  (809)                        1                           

INTERCOMPANY DISBURSEMENTS
Intercompany Services -                         -                               -                            
DIP Interest -                         -                               -                            
Intercompany Disbursements -                         -                               -                            

NET CASH FLOW (810)$               (809)$                     1$                         

WEEKLY LIQUIDITY
Beginning Bank Cash Balance [1] 795,877$           796,492$                 615$                     
( +/- ) Net Cash Flow (810)                   (809)                         1                           
( +/- ) Change in Cheque Float -                         (17)                           (17)                        
( +/- ) DIP Draws/(Repayments) -                         -                               -                            
( +/- ) FX Translation -                         14                            14                         
Ending Bank Cash Balance [2] 795,067             795,680                   613                       

[1] Cash Balances were actualized in the Twenty-Seventh Report and the variance relative to the Cash Flow Forecast 
[2] attached as Appendix "B" to the Twenty-Sixth Report was previously commented on.
[2] Actuals assume $1.30 CAD/ $1.00 USD.
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6.5 The Creditors’ Meeting has  occurred and the Court hearing for sanctioning the Seconded 

Amended Plan is scheduled for June 2, 2016.  It is clear that the Target Canada Entities 

have sufficient liquidity to implement the Plan.  Accordingly, the Target Canada Entities 

have not prepared an updated and extended cash flow forecast through the proposed 

extended Stay Period of September 23, 2016.  In the Illustrative Recoveries Analysis 

included in the Twenty-Seventh Report, the Monitor estimated that cash available for 

distribution to Affected Creditors would range from $780 million to $785 million (before 

considering estimated Cash to be contributed to the TCC Cash Pool by Propco).  As set 

out above, the current closing cash position is $795.7 million.  The Monitor anticipates 

that, following the determination and establishment of the Administrative Reserve, the 

amount of cash available for distribution to Affected Creditors will be within the higher 

end of the above range (and possibly above that range), subject to any reserves required 

for unresolved Claims, in accordance with the Plan. 

7.0 EXTENSION OF THE STAY PERIOD 

7.1 Pursuant to the Meeting Order, the Stay Period is set to expire on June 6, 2016.  The 

Applicants are seeking an extension of the Stay Period to September 23, 2016. 

7.2 The Monitor supports the Applicants’ motion to extend the Stay Period to September 23, 

2016 for the following reasons: 

(i) subject to the Court granting the Sanction and Vesting Order, the extension will 

facilitate the implementation of the Plan, including distributions to Creditors; 
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(ii) the extension will provide the Monitor with the time required to continue to 

advance the Claims Process in accordance with the Claims Procedure Order; 

(iii) the Applicants have sufficient liquidity through to September 23, 2016; and 

(iv) the Applicants continue to act in good faith and with due diligence and have made 

significant progress in these CCAA Proceedings in convening the successful 

Meeting of Creditors and moving to sanction and implement the Plan. 

8.0 MONITOR’S CONCLUSIONS AND RECOMMENDATIONS 

8.1 The Monitor recommends that the Court sanction the Second Amended Plan for the 

following reasons: 

(i) the Required Majority was achieved with Affected Creditors voting unanimously 

in favour of the Plan at the Creditors’ Meeting; 

(ii) the Second Amended Plan is in compliance with the CCAA and the Orders of this 

Court; 

(iii) as set out in the Twenty-Seventh Report, based on the Monitor’s review of the 

Second Amended Plan and noting the Monitor’s commentary therein with respect 

to the Plan, in the Monitor’s view the Plan is fair and reasonable; and 

(iv) no party has delivered an objection to the Sanction Motion in accordance with 

paragraph 41 of the Meeting Order.  

8.2 In addition, the Monitor recommends that the Court grant the Sale Approval and Vesting 

Order with respect to the Pharmacy Shares. 

 





  

 

 

 

APPENDIX “A” 

 

Applicants 

Target Canada Co. 

Target Canada Health Co. 

Target Canada Mobile GP Co. 

Target Canada Pharmacy (BC) Corp. 

Target Canada Pharmacy (Ontario) Corp. 

Target Canada Pharmacy (SK) Corp. 

Target Canada Pharmacy Corp. 

Target Canada Property LLC 

 

Partnerships 

Target Canada Pharmacy Franchising LP 

Target Canada Mobile LP 

Target Canada Property LP 
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Dénomination soc¡ale actuelle de la société (écrire en LETTRES MAJUSCULES SEULEMENT)

2

Number of directors is/are:
Nombre d'administrateurs

3

The name of the corporat¡on is changed to (if applicable ): (Set out in BLOCK CAPITAL LETTERS)
Nouvelle dénomination sociale de la société (s'il y a lieu) (écrire en LETTRES MAJUSCULES SEULEMENT)

Date of incorporation/amalgamat¡on :

Date de la const¡tut¡on ou de la fusion

t9r4l0sl26
(Yea( Month, Day)
(année, mois, jour)

Complete only if there is a change in the number of directors or the minimum / maximum number of directors.
llfaut remplir cette partie seulement si le nombre d'adm¡n¡strateuns ou s¡ le nombre min¡mal ou maximal
d'administrateurs a changé.

minimum and maximum number of directors is/are:
nombres minimum et maximum d'administrateurs

minimum and maximum
min¡mum et maximum

Number
Nombre

of
ou

The articles of the corporation are amended as follows:
Les statuts de la société sont modifìés de la façon suivante

to change its name to Target CanadaPharmacy (Ontario) Corp. and
to change the number of directors to a minimum of one (1) and a maximum of five (5)

5

T H E R o B E R T S I M P S o N D R U G C o M P A N

Y ) L I M I T E D

T A R G E T C A N A D A P H A R M A C Y ( o N T A R I

o ) C o R P

1 5
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6 The amendment has been duly authorized as required by sections 168 and 170 (as applicable) of the Bus,ness
Corporations Act.
La modification a été dûment autorisée conformément aux adicles 168 et 170 (selon le cas) de la Loi sur /es
sociétés par actions.

The resolution authorizing the amendment was approved by the shareholders/directors (as applicable) of the
corporation on
Les actionnaires ou les administrateurs (selon le cas) de la société ont approuvé la résolution autorisant la

modification le

2OL2/12/07
(Year, Month, Day)
(année, mois,.iour)

These articles are signed in duplicate.
Les présents statuts sont signés en double exemplaire.

THE ROBERT SIMPSON DRUG COMPANY, LIMITED

(Print name of corporation from Arlicle I on page 1

(Veuillez ócrir le nom de le soc¡été de l'erticle un à
)
la page une).

t"^¡n1
Bv/
Par

i ¡(Mf,oQ +léN,"*+<At2-è ffi?fr*.s
(Description of Office)
(Fonctlon)
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	1.0 INTRODUCTION
	1.1 On January 15, 2015, Target Canada Co. (“TCC”) and those companies listed in Appendix A (collectively, the “Applicants”), together with the Partnerships also listed in Appendix A (the “Partnerships”, and collectively with the Applicants, the “Targ...
	1.2 On February 11, 2015, this Court issued the “Amended and Restated Initial Order” (hereinafter, unless the context otherwise requires, the “Initial Order”), which incorporates certain changes to the Initial Order granted January 15, 2015 that were ...
	1.3 In connection with the CCAA Proceedings, the Monitor has provided to this Court twenty-seven reports and three supplementary reports (the “Supplementary Reports”, and collectively, the “Monitor’s Reports”). A&M has also provided to this Court the ...
	1.4 The purpose of this Twenty-Eighth Report of the Monitor (the “Twenty-Eighth Report”) is to provide this Court with:
	(i) information regarding the following:
	(a) the Second Amended and Restated Joint Plan of Compromise and Arrangement (the “Second Amended Plan” or the “Plan”);
	(b) the voting results from the creditors’ meeting held on May 25, 2016 (the “Creditors’ Meeting”);
	(c) the Applicants’ motion (the “Sanction Motion”) for an order substantially in the form attached to the Applicants’ Motion Record dated May 26, 2016 (the “Sanction and Vesting Order”) seeking an order, among other things:
	(1) declaring that the Creditors’ Meeting was duly convened and held, all in accordance with the Meeting Order issued April 13, 2016 in these CCAA proceedings (the “Meeting Order”);
	(2) sanctioning and approving the Second Amended Plan;
	(3) vesting all of the Target Canada Entities’ rights, title and interest in and to the IP Assets in Target Corporation (or its designee);
	(4) extending the Stay Period to September 23, 2016;
	(5) extending the Notice of Objection Bar Date to the Plan Implementation Date and ordering that the Notice of Objection Bar Date will expire on the Plan Implementation Date;

	(d) the Applicants’ motion for an order substantially in the form attached to the Applicants’ Motion Record dated May 27, 2016 (the “Pharmacy Charter Sales Order”) seeking an order, among other things:
	(1) approving the Share Sale Agreement dated May 18, 2016 between TCC and 2519114 Ontario Inc. (the “Purchaser”) with respect to the Shares of Target Canada Pharmacy (Ontario) Corp. (“Pharmacy Corp.”); and
	(2) vesting TCC’s right, title and interest in and to the Shares in the Purchaser; and

	(e) the receipts and disbursements of the Target Canada Entities for the period May 1 to 21, 2016; and

	(ii) the Monitor’s conclusions and recommendations in connection with the foregoing.

	1.5 This report is filed in connection with paragraph 37 of the Meeting Order, which requires the Monitor to provide a report to the Court as soon as practicable after the Creditors’ Meeting with respect to:
	(i) the results of voting at the Creditors’ Meeting on the Resolution;
	(ii) whether the Required Majority has approved the Plan;
	(iii) the separate tabulation for Disputed Claims required by paragraph 32 of the Meeting Order; and
	(iv) in its discretion, any other matter relating to the Target Canada Entities’ motion seeking sanction of the Plan.


	2.0 Terms Of Reference And Disclaimer
	2.1 In preparing this Twenty-Eighth Report, the Monitor has been provided with, and has relied upon, unaudited financial information, books and records and financial information prepared by the Target Canada Entities and Target Corporation, and discus...
	2.2 The Monitor has reviewed the Information for reasonableness, internal consistency and use in the context in which it was provided.  However, the Monitor has not audited or otherwise attempted to verify the accuracy or completeness of the Informati...
	2.3 This Twenty-Eighth Report should be read in conjunction with the Affidavit of Mark J. Wong, General Counsel and Secretary of TCC in support of the Sanction and Vesting Order, sworn on May 26, 2016 (the “Wong Affidavit – Sanction Order”).
	2.4 Unless otherwise indicated, capitalized terms not otherwise defined in this Twenty-Eighth Report are as defined in the Prior Reports, the Second Amended Plan, the Wong Affidavit – Sanction Order and the Initial Order.
	2.5 Unless otherwise stated, all monetary amounts contained in this Twenty-Eighth Report are expressed in Canadian dollars.

	3.0 the SECOND amended and restated joint Plan of compromise and arrangement
	3.1 The Monitor provided an overview of the Amended Plan in the Twenty-Seventh Report. A copy of the Amended Plan was included in the Meeting Materials sent on April 19, 2016, in accordance with the Meeting Order, to each Affected Creditor at the addr...
	3.2 On May 12, 2016, the Target Canada Entities, with the consent of the Monitor and the Plan Sponsor, made certain minor Plan Modifications that are of a technical and administrative nature. The Consultative Committee was consulted with respect to th...
	3.3 In accordance with paragraph 4 of the Meeting Order, the Target Canada Entities served on the Service List the Second Amended and Restated Joint Plan of Compromise and Arrangement dated May 19, 2016, along with a blackline identifying the Plan Mod...
	3.4 The Plan Modifications were as follows:
	(i) Section 1.1: The Initial Distribution Date will occur within five (rather than two) Business Days after the Plan Implementation Date. After discussions with TCC’s banks, the Monitor and others, it became clear that this brief extension is needed t...
	(ii) Article 5: To address limitations on the maximum amount permitted for a single cheque (such limits being imposed by the financial institution facilitating the payment of distributions contemplated under the Plan), TCC will have the option to make...
	(iii) Section 6.3(r): The Target Canada Entities are now seeking to use a stand-alone Approval and Vesting Order to vest all, right, title and interest in the Pharmacy Shares in the Purchaser (as defined below) (rather than including such vesting in t...
	(iv) Section 7.1(b): The Amended Plan has been clarified to provide for a release of affiliates of A&M.
	(v) Section 8.2(x): The Administration Charge and the Directors’ Charge – which will continue during the pendency of the Plan in accordance with Section 6.3(g) – will be released upon delivery of the Monitor’s Plan Completion Certificate.
	(vi) Schedule “B” – Domain Names: Certain amendments were made to the list of domain names comprising the IP Assets to add one omitted domain name and to delete three domain names due to lapsed registrations.1F

	3.5 In accordance with paragraph 4 of the Meeting Order, these Plan Modifications formed part of and were incorporated into the Plan that was voted on at the Creditors’ Meeting.
	3.6 If this Court sanctions the Plan, the Target Canada Entities are currently targeting June 28, 2016 as the Plan Implementation Date.
	3.7 Given the current status of the CCAA Proceedings, including the unanimous approval of the Plan at the Creditors’ Meeting (discussed below), the Sanction and Vesting Order sought by the Applicants contemplates the discharge of the Consultative Comm...

	4.0 VOTING RESULTS FROM CREDITORS’ MEETING
	4.1 The Creditors’ Meeting occurred, as scheduled, on May 25, 2016 at the Toronto Board of Trade.  In accordance with the Meeting Order, Douglas McIntosh, President of A&M, acted as chair of the Creditors’ Meeting.  Representatives of Goodmans LLP and...
	4.2 As provided in the Meeting Order, Creditors voted on a resolution to approve the Second Amended Plan. The results of the voting at the Creditors’ Meeting are summarized as follows:
	4.3 The vote in favour of the Second Amended Plan was unanimous (there were no votes against the Plan), with 1,246 Affected Creditors representing approximately $554 million of Claims voting (or deemed to have voted pursuant to the Meeting Order) in f...

	5.0 pharmacy charter sale
	5.1 Pharmacy Corp. is a “Pre-1954 Charter Company”, as contemplated in Section 142(4) of the Drug and Pharmacies Regulations Act (Ontario), being originally incorporated on May 26, 1914 and being in operation as a pharmacy on May 14, 1954.  Generally,...
	5.2 As described in the affidavit of Mark J. Wong sworn April 6, 2016, in support of the motion for the Meeting Order (the “Wong Affidavit – Meeting Order”), the Monitor, with the assistance of the Target Canada Entities, commenced a process (the “Pha...
	5.3 The Pharmacy Sales Process, which was initiated by the Monitor on April 7, 2016, included the following marketing activities:
	(i) directly contacting parties who had previously indicated interest in purchasing the Pharmacy Shares to either TCC or the Monitor;
	(ii) publishing online advertisements with respect to the Pharmacy Sales Process on the Ontario Pharmacists Association and the Rogers Health Network;
	(iii) publishing advertisements in both of the Rogers Health Network - Pharmacists Newsletter and the Rogers Health Network – Physicians Newsletter; and
	(iv) posting notice of the Pharmacy Sales Process on the Monitor’s website.

	5.4 To participate in the Pharmacy Sales Process, an interested party was required to deliver an executed confidentiality agreement in form and substance satisfactory to the Monitor and the Target Canada Entities (a “Confidentiality Agreement”).
	5.5 As a result of the marketing efforts conducted by the Monitor:
	(i) 31 interested parties contacted or were contacted by the Monitor;
	(ii) eight interested parties (all of which were unrelated third parties) delivered Confidentiality Agreements and were provided with an opportunity to review information relating to Pharmacy Corp., including a form of share purchase agreement develop...
	(iii) four interested parties submitted bids by the bid deadline of May 6, 2016; and
	(iv) at the Monitor’s invitation, two of the interested parties submitted revised bids on May 13, 2016, and were further invited to submit final offers by 5:00 pm on May 16, 2016.

	5.6 The Monitor and the Target Canada Entities evaluated the bids received, with consideration to the following criteria:
	(i) purchase price;
	(ii) terms of the proposed purchase agreement; and
	(iii) any factors affecting the speed, certainty and value of the transaction.

	5.7 On May 16, 2016, upon the recommendation of the Monitor, the Target Canada Entities selected the bid of the Purchaser, and on May 18, 2016, the Purchaser and TCC entered into a share purchase agreement (the “Purchase Agreement”).
	5.8 The Purchase Agreement, attached hereto as Appendix B includes, among other standard terms and conditions, the following provisions:4F
	(i) the Purchaser will pay the Purchase Price of $478,000 for the Pharmacy Shares, exclusive of all applicable sales and transfer Taxes (if any);
	(ii) the Purchaser has provided a Deposit of $119,500 that is being held by the Monitor and will be credited against the Purchase Price at Closing;
	(iii) the Closing will take place one Business Day after the Plan Implementation Date or such other date as the parties may mutually agree upon;
	(iv) the Pharmacy Corp. shares will be sold on an “as is, where is” basis, without representations or warranties of any kind (except those contained in the Purchase Agreement, including as to title);
	(v) the Monitor will be entitled to file the Monitor’s Certificate with the CCAA Court upon receiving written confirmation from each Party that all applicable conditions of Closing have been satisfied or waived, as the case may be; and
	(vi) pursuant to the Approval and Vesting Order, the corporate name of the Corporation will be changed to a name not including the words “Target”.

	Monitor’s Recommendation Regarding the sale of the Pharmacy Shares
	5.9 The Monitor recommends that the Court grant the Applicants’ requested approval and vesting order in respect of the Pharmacy Shares.
	5.10 In assessing whether to provide its support to the Applicants’ entering into, and seeking the Court’s approval, in respect of the sale of the Pharmacy Shares, the Monitor considered the following:
	(i) paragraph 12(a) of the Initial Order granted the Target Canada Entities the ability to dispose of redundant or non-material assets not exceeding $1 million;
	(ii) the Pharmacy Sales Process was fair and reasonable having regard to the nature and value of the Pharmacy Shares and was approved and implemented by the Monitor;
	(iii) the Target Canada Entities provided advance notice of the Pharmacy Sales Process to the Service List and the Court, and attached the Pharmacy Sales Process to the Wong Affidavit – Meeting Order, which was posted to the Monitor’s website;
	(iv) the Purchase Agreement has limited conditions and is supported by a substantial deposit, and, pending Court approval of the transaction, the Monitor has no reason to doubt that the transaction will close as contemplated;
	(v) the consideration to be received is the result of a competitive process and the proceeds to be received for the Pharmacy Shares is reasonable and fair, having regard to the nature of the Pharmacy Shares (because the Pharmacy Shares represent a sin...
	(vi) upon closing, the Purchase Agreement will increase the net proceeds available for distribution to Creditors and is in the best interests of the stakeholders of the Target Canada Entities.


	6.0 cash flow results relative to forecast
	6.1 Receipts and disbursements for the period May 1 to 21, 2016 (the “Reporting Period”, noting that cash flow results through April 30, 2016 were reported in the Twenty-Seventh Report) as compared to the cash flow forecast that was attached as Append...
	6.2 During the Reporting Period, there were no significant differences between the Target Canada Entities’ total actual and forecast receipts and disbursements.
	6.3 The closing cash balance as at May 21, 2016 was approximately $795.7 million, as compared to the projected cash balance of $795.1 million.
	6.4 The Initial Order entitles the Target Canada Entities to continue to utilize their existing Cash Management System, as described in the Pre-Filing report.  The Cash Management System of the Target Canada Entities continues to operate in the same m...
	6.5 The Creditors’ Meeting has  occurred and the Court hearing for sanctioning the Seconded Amended Plan is scheduled for June 2, 2016.  It is clear that the Target Canada Entities have sufficient liquidity to implement the Plan.  Accordingly, the Tar...

	7.0 extension of the stay period
	7.1 Pursuant to the Meeting Order, the Stay Period is set to expire on June 6, 2016.  The Applicants are seeking an extension of the Stay Period to September 23, 2016.
	7.2 The Monitor supports the Applicants’ motion to extend the Stay Period to September 23, 2016 for the following reasons:
	(i) subject to the Court granting the Sanction and Vesting Order, the extension will facilitate the implementation of the Plan, including distributions to Creditors;
	(ii) the extension will provide the Monitor with the time required to continue to advance the Claims Process in accordance with the Claims Procedure Order;
	(iii) the Applicants have sufficient liquidity through to September 23, 2016; and
	(iv) the Applicants continue to act in good faith and with due diligence and have made significant progress in these CCAA Proceedings in convening the successful Meeting of Creditors and moving to sanction and implement the Plan.


	8.0 MONITOR’S CONCLUSIONS AND RECOMMENDATIONs
	8.1 The Monitor recommends that the Court sanction the Second Amended Plan for the following reasons:
	(i) the Required Majority was achieved with Affected Creditors voting unanimously in favour of the Plan at the Creditors’ Meeting;
	(ii) the Second Amended Plan is in compliance with the CCAA and the Orders of this Court;
	(iii) as set out in the Twenty-Seventh Report, based on the Monitor’s review of the Second Amended Plan and noting the Monitor’s commentary therein with respect to the Plan, in the Monitor’s view the Plan is fair and reasonable; and
	(iv) no party has delivered an objection to the Sanction Motion in accordance with paragraph 41 of the Meeting Order.

	8.2 In addition, the Monitor recommends that the Court grant the Sale Approval and Vesting Order with respect to the Pharmacy Shares.
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