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RESTRICTIONS AND SCOPE LIMITATIONS
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1.2
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In preparing this report, KPMG Inc. (“KPMG™) has necessarily relied upon unaudited
financial and other information supplied, and representations made, by management of
ProSep Inc. (“Management’). Although this information has been subject to review,
unless otherwise stated, KPMG has not conducted an audit, nor otherwise attempted to
verify the accuracy or completeness of any of the information of ProSep Inc. (“ProSep”
or the “Company”) or its subsidiaries and affiliated companies. Accordingly, KPMG
expresses no opinion and does not provide any other form of assurance on the accuracy of

any information contained in this report, or otherwise used to prepare this report

Certain of the information referred to in this report consists of 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 report was prepared based on Management’s estimates and assumptions. Readers are
cautioned that since financial forecasts and/or projections are based upon assumptions
about future events and conditions that are not ascertainable, actual results will vary from

the projections, and such variances could be material.

All monetary amounts contained in this report are expressed in Canadian dollars, unless

otherwise specified.

OVERVIEW

2:)

General Overview

On October 25, 2013, the Company filed a motion (the “Initial Motion™) before this
Honorable Court for the granting of an initial order (the “Initial Order”) pursuant to the
provisions of the Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢. C-36, as
amended (the “CCAA”), as well as for the issuance of an approval and vesting order (the

“Vesting Order”) to approve a transaction (the “Transaction™) under an asset purchase
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agreement dated October 23, 2013 between the Company and PWA ProSep, Inc. as
purchaser (the “Purchaser”), and Produced Water Absorbents, Inc. (the “APA”).

On October 25, 2013, in support of the Initial Motion, KPMG, issued the Pre-Filing
Report of the Proposed Monitor (the “Pre-Filing Report™), which included information
regarding the Company’s background and the events that have led to the commencement
of the Company’s proceedings under the CCAA (the “CCAA Proceedings”™), some of

which has not been repeated herein.

On October 28, 2013, the Court granted the Initial Order, which, amongst other things,
provided the Company with a stay of proceedings until November 27, 2013 (the “Initial
Stay Period”), and appointed KPMG as monitor under the CCAA (the “Monitor™). The
Court also granted the Vesting Order on that date.

On November 15, 2013, the Transaction closed, and the purchase price (net of a holdback
in accordance with the APA of $100,000 — the “Net Purchase Price”) as required in the
APA was remitted to the Company. On the same day, the Monitor filed with this Court a
certificate confirming that all conditions to the closing of the Transaction had been either

satisfied or waived by the parties and that the Net Purchase Price had been paid.

The Monitor understands that the Company has filed a motion (the “Motion™) with this

Court for an order requesting, amongst other things:

An extension of the Initial Stay Period to January 17, 2014 (the “Extended Stay
Period™);

» Authorization to establish a procedure with respect to the identification, the
determination, the resolution or the adjudication of all claims against the

Company, its directors and officers ( the “Claims Process™);
» Authorization to file a plan of compromise under the CCAA (the “Plan”);

» Authorization to convene, hold and conduct a meeting of the Company’s creditors

to vote on the Plan (the “Creditors Meeting”); and



e The holding of a hearing to consider and, if appropriate to sanction the Plan.

Purpose of this report

2.6

2.7

The purpose of this, the Monitor’s Third Report (“Third Report”), is to provide this

Court with information regarding the following:
a. The activities of the Company subsequent to the rendering of the Initial Order;
b. The activities of the Monitor since the rendering of the Initial Order;
c. The Company’s actual cash flows to date as compared to projected amounts;
d. The Company’s cash flow projections during the CCAA Proceedings;
e. The proposed Claims Process;
f. The Plan;
g. The proposed Creditors Meeting; and
h. The observations and recommendations of the Monitor

The Third Report should be read in conjunction with the Motion and the Pre-Filing
Report which includes additional information which has not been duplicated herein.

THE COMPANY’S ACTIVITIES SUBSEQUENT TO THE INITIAL ORDER

3.1

Since the rendering of the Initial Order, the Monitor notes that the Company has:
e Acted and continues to act in good faith and with due care and diligence;

e The Company has been paying its employees (and making the related government

remittances) in the ordinary course;

o Been paying, or making arrangements to pay for any goods and services provided
after the date of the Initial Order; and
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¢ Prepared a Plan in a serious and diligent manner.

Furthermore, the Monitor notes that there has been no prejudice suffered by any of the
Company’s creditors since the date of the Initial Order, and that there are no reasons to
believe that the Company’s creditors would be prejudiced during the Extended Stay
Period.

The Company requires the Extended Stay Period to implement the Claims Process, hold
the Creditors Meeting, and, if applicable apply to the Court for the Sanction Order and

implement the Plan.

The Monitor supports the Company’s request for the Extended Stay Period.

THE MONITOR’S ACTIVITIES SINCE THE RENDERING OF THE INITIAL
ORDER

4.1

4.2

4.4

Since the rendering of the Initial Order, the Company has provided the Monitor with its
full cooperation, and access to its premises, as well as its books and records. The Monitor
has implemented procedures to ensure a weekly monitoring of the receipts and
disbursements in relation to the cash flow projections (the “Initial Cash Flow”) that were
provided to the Court shortly following the rendering of the Initial Order. A copy of the
Initial Cash Flow has been appended as Schedule A.

On November 1, 2013, the Monitor sent, by regular mail, a notice of the Company’s
CCAA Proceedings to all of the Company’s known creditors. In addition, the Monitor
posted on its web site a copy of the Initial Order and the Approval and Vesting Order, a

list of the Company’s known creditors as well as the notice of the CCAA Proceedings.

On November 2 and November 9, 2013, the Monitor published a notice of the
Company’s CCAA Proceedings in La Presse, in accordance with section 23 of the

CCAA.

The Monitor complied with its obligations required under in the APA, to the satisfaction

of the Purchaser.
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CASH FLOW

Actual Cash Flows vs. Projections

5.1

5.2

9:3
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The Monitor has reviewed the Company’s actual cash flow for the three week period
from October 25 to November 15, 2013 (“Period to Date”) as compared to the Initial
Cash Flow. In general, and except as noted below, the Company’s actual cash flow has
been consistent with the projections, save for some timing differences. A summary of the
variances between the actual and projected cash flows for the Period to Date is included

as Schedule B.

The most significant variance between the Company’s actual cash flow compared to the
projections for the Period to Date is that the Net Purchase Price was paid to the Company
on closing, whereas the Company, in preparing the Initial Cash Flow, had contemplated
that the Net Purchase Price would be held in trust by the Monitor, pending the

acceptance of the Plan. This variance is of no incidence to the Company’s creditors.

The Company has, for the most part, paid its suppliers for goods supplied and services
rendered since the date of the Initial Order. At the date of this report, there remains some
outstanding post-filing obligations, which the Company intends to pay over the next few

weeks.
Cash Flow Projection

Management has prepared a cash flow projection for the period November 16, 2013 to
January 17, 2013 (the “Updated Cash Flow”) to cover the Extended Stay Period, subject
to the approval of this Honorable Court. The Updated Cash Flow, as well as the Debtor’s
Report on the Cash Flow Projections is appended as Schedule C and D.

The Monitor has reviewed the Updated Cash Flow and its underlying assumptions.
Nothing has come to the Monitor’s attention that indicates that the Updated Cash Flow is
unreasonable under the circumstances, based on the Monitor’s understanding of the
details of the Company’s cash flow, and its monitoring of the Company’s actual cash

flows to date.



5.6 The Updated Cash Flow indicates that the Company projects to have sufficient cash
reserves to pay for its post-filing obligations during the Extended Stay Period, which is
the time frame it anticipates is required to complete the implementation of the Plan.

5.7 The following table summarizes the Updated Cash Flow for the Extended Stay Period:

Total
Cash Receipts
Accounts Receivable Collections 50,130
Proceeds from Sale of Assets -
Release of collateral 4
Total Cash Receipts 50,130
Cash Disbursements
Salaries, Wages and Commissions 141,000
Occupancy and Office Expenses 40,300
Travel 25,000
Insurance 21,705
Professional Fees 80,000
Restructuring Fees 695,801
Remittance to Monitor 3,243,117
Other 47,250
Total Cash Disbursements 4,294 173
Net Cash Flow (4,244,043)
Cash Balance - Beginning 5,144,589
Cash Balance - Ending 900,546

6. CLAIMS PROCESS
6.1 The Motion includes a request that the Court issue a Claims and Meeting Procedure

Order (“C&M Order”) to govern, inter alia, the Claims Process. We have summarized
below the significant aspects of the Claims Process. Capitalized terms not otherwise

defined in this section are as defined in the C&M Order.

¢ The establishment of a Claims Bar Date of December 9, 2013 for all claims except for
certain Restructuring Claims arising out of a notice of resolution, repudiation or
termination of a contract received by a creditor after November 22, 2013, to which a

10 day “rolling bar date” shall apply:

¢ The publishing of the Notice of the Claims Process by the Monitor in French in La
Presse, and in English in The Gazette and The National Post, as soon as possible but

no later than November 25, 2013;



e The mailing of the Claims Package by the Monitor (regular mail) to every Known

Creditor by November 22, 2013;

¢ The posting by the Monitor of the Claims Package, the C&M Order and the Creditors’
List on the Monitor’s website within 5 days of the rendering of the C&M Order.

6.2  Inaddition to the above, the C&M Order also includes certain standard provisions for the
review by the Monitor of the claims received as well as a procedure for the revision or
disallowance of claims by the Monitor and the related appeal provisions by a creditor.

6.3 Inlight of the relatively small number of possible creditors given the Company’s limited
activities as a holding company, the Monitor is of the view that the contemplated Claims
Process, and related timeline, will provide a reasonable opportunity for the Company’s
creditors to assert their claim in the context of the CCAA Proceedings.

7. THE PLAN

7.1 The Motion includes a request by the Company for authorization to file the Plan.
Capitalized terms not otherwise defined in this section are as defined in the Plan.

7.2 We have summarized below the significant aspects of the Plan:

e On or before the Plan Implementation Date (that is the date on which all conditions
precedent of the Plan, namely a favourable vote by the Affected Creditors and a final
judgment of the Court sanctioning the Plan, will have been fulfilled), the Company is
to remit to the Monitor, the following amounts for distribution (the “Distribution

Proceeds™):

—  The proceeds, if any, from the disposition of the Company’s Remaining Assets;

plus;
—  The proceeds from the Transaction, less;

-  Amounts outstanding, if any, on account of Post-Filing Liabilities;

-10 -



Amounts owing, if any, which are subject to the CCAA Charges (as defined in
the Initial Order);

Amounts owing, if any, to governmental entities and which may be subject to a
deemed trust claim in accordance with section 67(2) of the Bankruptcy and

Insolvency Act (“BIA™);

Amounts owing, if any, to employees for wages earned between the date of the

Initial Order and the Plan Implementation Date;

Amounts owing, if any, to employees for wages outstanding as at the date of
the Initial Order, but which would be subject to a priority under s. 136 (1)(d) of
the BIA.

The distribution by the Monitor, as soon as possible after the Plan Implementation
Date, subject to amounts being reserved pending the resolution of any disputed

claims, of the Distribution Proceeds, to the Affected Creditors as follows:

The lesser of each Affected Creditor’s proven claim and $2,000 (the “First

Level Distribution™);

The balance of the Distribution Proceeds, net of the aggregate of the First
Level Distribution, to the Affected Creditors, in proportion of their proven

claims net of the amounts received on account of the First Level Distribution.

On the Plan Implementation Date, a release and discharge of the Company, its past
and present directors, its employees, financial advisors, legal counsel and agents (the

“Plan Released Parties™);

On the Plan Implementation Date, a release and discharge for the benefit of the
Purchaser, Produced Water Absorbents, Inc. (“PWA”) and their respective past and
present directors, employees, advisors, legal counsel and agents, in respect of any
possible responsibility as Employer Successor vis a vis the Company’s employees

(the “Employer Successor Release™); and

-11 -



¢ On the Plan Implementation Date, a release and discharge of the Monitor and its

directors, employees, advisors, legal counsel and agents.

The actual amounts due to the Company’s unsecured creditors will be determined
following the completion of the Claims Process. Based on the level of unsecured claims
according to its records, the Company estimates that the range of recovery by the

Affected Creditors could be between 48% and 55%.

THE MONITOR’S ANALYSIS OF THE PLAN

8.1

8.2

8.3

8.4

The acceptance of the Plan is subject to a favorable vote, by a majority in number,
representing two thirds in value of the proven claims of those creditors present in person

or by proxy at the Creditors’s Meeting.

In the event the Plan is not accepted, the Company may lose the protection awarded by
the stay of proceedings, and its creditors could be in a position to commence actions to
recover amounts due to them, to the detriment of other creditors of equal ranking, which
would require the Company to expend resources to defend such actions, reducing the
amounts otherwise available for its creditors. In such a case, the Company will likely
have no alternative than to immediately file for bankruptcy so that its assets can be

distributed in an orderly fashion to its unsecured creditors.

The gross realization generated from the Company’s assets within the context of a
bankruptcy will be no different than the Distribution Proceeds, as virtually all of the

Company’s assets have already been converted to cash pursuant to the Transaction.

In the event of a bankruptcy, the amount that will be available to the Company’s
unsecured creditors for distribution is likely to be lower than in the context of the CCAA
Proceedings as there will be further costs and delays incurred to administer the bankrupt

estate.

-12 -



8.5

8.6

8.7

8.8

8.9

8.10

8.11

The acceptance of the Plan will allow for a timely and orderly distribution of the
Company’s assets on a fair and equitable basis to its unsecured creditors, within a court

supervised process.

In addition, the acceptance of the Plan will allow for the Company’s smaller Affected
Creditors to receive full payment on their claims, as opposed to a bankruptcy where they
would only receive a partial payment (ie: 48% to 55% of their claim less any incremental

bankruptcy estate administration costs).

The Monitor understands that the inclusion of the Employer Successor Release in the
Plan by the Company was essentially done to reflect certain terms of the APA, at the
request of PWA and the Purchaser.

The Monitor notes that, absent the Transaction, the Company would not have been in a
position to file the Plan. As discussed in the Pre-Filing Report, the alternatives which
would have been available to the Company had it not entered in the APA would have in
all likelihood resulted in a recovery by the Company’s creditors of a far lower amount
than the Distribution Proceeds. PWA and the Purchaser have effectively been
instrumental to the whole CCAA Proceedings, and their involvement benefits the

Company’s unsecured creditors

Overall, the Monitor is of the view that the Plan is fair and equitable to the Affected
Creditors as it provides them with a recovery that is likely higher than in the context of a
bankruptcy. Furthermore, the treatment of Unaffected Claims in the Plan is fair and
reasonable in light of the rights of the Unaffected Creditors.

In the Monitor’s view, it would be to the advantage of the Company’s creditors that the

Plan be accepted.

The Monitor recommends that Affected Creditors vote in favor of the Plan, for the

following reasons:

¢ The acceptance of the Plan will allow for the Affected Creditors to receive a

distribution with minimal delays compared to a bankruptcy;



e The acceptance of the Plan will allow the Company’s smaller Affected Creditors to
fully recover their claims as opposed to receiving a partial dividend in a bankruptcy;

and

» A bankruptcy, which is the likely consequence of the Plan not being accepted, would
result in addition estate administration costs, reducing the amounts available to the

Affected Creditors.

-14 -



9. THE CREDITORS MEETING

9.1 Finally, the Motion includes a request by the Company for an order allowing it to hold a
meeting of creditors to consider and vote on the CCAA Plan (the “Creditors’ Meeting”).
We have summarized below the salient terms of the proposed Creditors Meeting.
Capitalized terms not detfined in the section are as defined in the Motion.

o The Creditors” Meeting is to be held on December 16, 2013, at the offices of the
Company’s counsel;

e The Monitor shall preside as chair of the Creditors Meeting;

* Any creditors who wish to appoint a Proxy shall do so on or prior to December 13,
2012;

o The Monitor is to post on its website the Meeting Materials on or before November
22,201%;

¢ The Monitor is to publish a Notice of the Creditors Meeting in La Presse, in French,
and in The National Post and The Gazette, in English, on or before November 25,
2013;

¢ The Monitor is to send, by regular mail to all Known Creditors, a copy of the Creditor
Meeting Materials, by no later than the end of business on November 22, 2013;

9.2 The Monitor is of the view that the proposed Creditors” Meeting should allow for the
Company’s creditors to fairly express their intention in terms of whether or not to accept
the Plan.

9.3 Inthe event of a favorable vote on the Plan by the Affected Creditors, the Company

requests the Court to hold a hearing, on December 20, 2013 to sanction the Plan
(“Sanction Hearing”). Following the Creditors’ Meeting, the Monitor will report to this

Court on its outcome and the appropriateness to hold the Sanction Hearing.

-15 -
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Provided the Sanction Order is granted, on or about December 20, 2013, it is currently

anticipated that the Plan will be implemented before the end of the Extended Stay Period.

OBSERVATIONS RECOMMENDATIONS

10.1

10.2

The Monitor observes that the Company, given its liquidity profile, had identified the
Transaction as being the only viable means for a significant recovery for its creditors.
The Company has now closed the Transaction and is moving in an expeditious manner
with the view of making a distribution to its creditors, subject to the acceptance of the

Plan by the Affected Creditors and the sanction of the Court.

In light of the reasons stated above, the Monitor supports the Company’s Motion filed
with the Court for:

¢ An extension of the stay of proceedings to January 17, 2014,

The establishment of the Claims Process including the setting of a claims bar date;
¢ The filing a plan of compromise under the CCAA;

¢ The holding of a meeting of the Company’s creditors to vote on the Plan on

December 16, 2013; and

¢ The holding of a hearing to consider and, if appropriate to sanction the Plan, on

December 20, 2013.

In addition, the Monitor recommends that the Company’s Affected Creditors vote in favor of the

Plan.

[P G- ZJ)C,

KPMG Inc. in its sole capacity as Proposed Monitor of ProSep Inc.

Acting trustees: Dev A. Coossa & Phillip J. Reynolds

.
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COMPROMISE OR ARRANGEMENT OF
PROSEP INC.

REPORT OF THE MONITOR
KPMG INC.

ON THE PROJECTED CASH FLOWS
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The attached statement of projected cash-flow (the “Cash Flow”) of ProSep Inc. (“ProSep” or the “Company”), as of
the 6™ day of November, 2013, consisting of a six (6) week period from October 25, 2013 to December 6, 2013, has
been prepared by the management of the Company for the purpose of setting out the liquidity requirements of the
Company during the six week projected period, using the assumptions set out in the Notes and Summary of
Assumptions (the “Notes and Assumptions”).

The Cash Flow has been updated from the version that was appended to the Monitor's Pre-Filing Report to reflect the
Company’s actual transactions since that time.

Our review consisted of inquiries, analytical procedures and discussion related to information supplied to us by the
management and employees of the Company. Since the Notes and Assumptions need not be supported, our
procedures with respect to them were limited to evaluating whether they were consistent with the purpose of the
Cash Flow. We have also reviewed the support provided by management for the Notes and Assumptions and the
preparation and presentation of the Cash Flow.

Based on our review, nothing has come to our attention that causes us to believe that, in all material respects:
a) the Notes and Assumptions are not consistent with the purpose of the Cash Flow;

b) as at the date of this report, the Notes and Assumptions are not reasonably supported and consistent
with the plans of the Company or do not provide a reasonable basis for the Cash Flow, given the Notes
and Assumptions; or

c) the Cash Flow does not reflect the Notes and Assumptions.

Since the Cash Flow is based on assumptions regarding future events, actual results will vary from the information
presented even if the Notes and Assumptions occur, and the variations may be material. Accordingly, we express no
assurance as to whether the Cash Flow will be achieved. We express no opinion or other form of assurance with
respect to the accuracy of any financial information presented in this report, or relied upon us in preparing this report.

The Cash Flow has been prepared solely for the purpose of reflecting management’s best estimate of the cash flow
of the Company in its CCAA proceedings, and readers are cautioned that it may not be appropriate for other
purposes.

Dated at Montreal, this 6th day of November, 2013.

KPMG INC.

In its capacity as Monitor of ProSep Inc.

Per: DevA Coossa,|CIRP
Senior Vice-President
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ProSep Inc. (the “Company” or “ProSep”)
Weekly Projected Cash Flows
Notes and Summary of Assumptions

Note 1: The purpose of these projected cash flows (“Cash Flows"} is to set out the liquidity requirements
and projected expenses of ProSep during the relevant portion of the CCAA proceedings.

Note 2: Praceeds from the release of collateral have been projected based on the Company meeting
the necessary requirements stipulated in an agreement between it and the primary lender of the
Company’s operating subsidiaries.

Note 3: Salaries, wages and commissions have been projected based on anticipated personnel levels
during the CCAA Proceedings and include the associated benefits.

Note 4: Occupancy and Office Expenses have been projected based on historical levels, taking into
account management’s plans during the CCAA Proceedings.

Note 5: Insurance premiums have been projected based on actual premiums for the period.

Note 6: Professional Fees and Restructuring Fees based on the projected fees of the various
professionals {monitor and its counsel, corporate counsel) involved in the Company’s CCAA Proceedings.
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CANADA SUPERIOR COURT
PROVINCE OF QUEBEC COMMERCIAL DIVISION
DISTRICT OF QUEBEC
DIVISION: 01 - MONTREAL
S.C.: - - &
SUPER.:5W l-045559-1% 2
IN THE MATTER OF THE COMPANIES® CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF:

PROSEP INC., body politic and corporate, duly incorporated according
1o law, and having its head office and principal place of business at 2015
Peel Street, Suite 630, in the city of Montréal, province of Québec H3A
ITE. '

Debtor Company
- AND -
KPMG INC.

Proposed Monitor

DEBTOR COMPANY’S REPORT ON CASH-FLOW STATEMENT (UPDATED}

The management of PROSEP INC. has developed the assumptions and prepared the attached statement of projected cash-flow of
the insolvent Debtor Company, as of the 6™ day of November, 2013 consisting of the period from October 25, 2013 to December

6, 2013,

The hypothetical assumptions are reasonable and consistent with the purpose of the projection, and the probable assumptions are
suitably supported and consistent with the plans of the insolvent Debtor Company and provide a rcasonable basis for the
projection.

Since the projection is based on assumplions regarding future events, actual results will vary from the information presented and
the variations may be material,

The projection has been prepared based on a set of probable and hypothetical assumptions. Consequently, readers are cautioned
that it may not be appropriate for other purposes.
Dated at Montréal, this 6" day of November 2013

PROSEP INC.

Belcoey

Per: Benoit Crowe "
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Schedule B

ProSep Inc. - Cash Flow Projections for the Period October 18 to

November 15, 2013 (Actual vs. Projected)

Actual Projected Variance
Cash Receipts
Accounts Receivable Collections 26,817 - 26,817
Proceeds from Sale of Assets 4,368,117 - 4,368,117
Release of collateral 425,800 440,000 (14,200)
Total Cash Receipts 4,820,734 440,000 4,380,734
Cash Disbursements
Salaries, Wages and Commissions 42,970 67,643 (24,673)
Occupancy and Office Expenses 19,787 34,777 (14,990)
Travel - - -
Insurance 30,332 25,983 4,349
Professional Fees - 93,808 (93,808)
Restructuring Fees 50,030 50,030 -
Other 2,703 62,243 (59,540)
Total Cash Disbursements 145,822 334,485 (188,662)
Net Cash Flow 4,674,912 105,515 4,569,396
Cash Balance - Beginning 469,677 469,677 -
Cash Balance - Ending 5,144,589 575,192 4,569,396




Schedule C



=i P, A0 J\WJNWF_H«\ wJad

- ¥
\ ‘ou) degoid
975'006 9v5'006 9v5'G06 96.'196 96.'066 £85'06Z'F £E6'05E'F £66'65E'Y y5L'9r9'y ySP'6E9'Y
68S FYL'S 9pS'506 96.4'L.96 96.'066 £85'0£2' ££6'05E'Y £E6'GGE'Y $5L'9v9'y pSP'629'Y BaG'PRL'S
(ep0'pye'y) (000°s) (ogz"98) (o00‘62) (£8.°6€2°¢) (056°611) {oo0‘s) (1zz'162) 008°LL (re1'gLs)
ELL'PBT'Y 000'S 052'98 000'6Z Zll'ssz's 056'64L 000'S 12T 162 005'LL PEL'GLS
0SZ'Ly 000'S = ] . & 000'S L18'12 000'9 £EE'6
LLL'EVZ'E LIL'EPT'E
108'569 - 052'96 - - 0sZ'18 - 005°084 - 108228
000'08 * - - . o = 000'LL " 000'€9
S0L'12 5 5 8 3 = 50L'1e & Z
000'6Z - - - 000'S - - - 000'02
00E'0Y i = = 000'ZL 00L'y = 00L'0L 00§'HL 0002
000"t} g % 000'62 2 000'62 . 000'0F & 000'el
0ck'os 2 - ] 0ge'sk < 2 - 008've -
0£L'0S - - - 0€g'sl - - - 008'vE -
pajoalold pajoaloid pajoafoid pajaafoid pajaslold pajoaloid pajoaloid pajoaloid pajoafoid pajoafoid
lejol pl-uep-L1 pl-uer-oL pi-uep-g £1-00Q-LZ £1-90Q-0Z £l-290-¢l £1-290-9 £1-AON-6Z £1-AON-ZZ
Buipu3 yeam

0 37NA3HIS

ANIWIOVYNYIN A8 Q3HVd3dd " A3LIANVYNN

Buipu3 - ssuejeg yseo
Buuuibag - souejeg yseDd
Mold yseD BN

sjuaWIsINGsIq Ysed [ejo L
Byo

Jojuo ay) o) ecuBIWe Y

sae4 Buunonisey

5934 [BUOISS®J0.d

2oUBINSU|

[9ABIL

sasuadxg 8oy pue Aauednao()
suolssiwwo pue sabepy 'saueles
sjuawasingsig yseo

s)diaoay yseo [ejoL

|eJBlE||0D o BsEs|ay

5]assY 10 8|ES WO} SPaadnld
SUOI98]|00) B|0BAIBd8Y SIUN0DYY
s)djasay ysen

¥10Z 'L} Aenuer o) £10Z 'gL JequaAoN pouad aul Joj suoiaalold mol4 yseD

CEL-P§SSP0-11-00G - ON UNoD
2uj degoldq



Schedule C

ProSep Inc. (the “Company” or “ProSep”)
Weekly Projected Cash Flows
Notes and Summary of Assumptions

Note 1: The purpose of these projected cash flows (“Cash Flows”) is to set out the liquidity requirements
and projected expenses of ProSep during the relevant portion of the CCAA Proceedings.

Nete 2: The opening cash balance includes the proceeds from the closing of the Asset Purchase
Agreement entered into by ProSep, PWA ProSep, Inc. and Produced Water Absorbents, Inc. (“APA”), net
of an amount transferred to the Monitor to be held in trust in accordance with the APA, pending the
resolution of certain potential employee claims.

Note 3: Salaries, wages and commissions have been projected based on anticipated personnel levels
during the CCAA Proceedings and include the associated benefits.

Note 4: Occupancy and Office Expenses have been projected based on historical levels, taking into
account management’s plans during the CCAA Proceedings, including the decision to disclaim any
contractual agreements.

Note 5: Insurance premiums have been projected based on actual premiums for the period.

Note 6: Professional Fees and Restructuring Fees based on the projected fees of the various
professionals (monitor and its counsel, corporate counsel) involved in the Company’s CCAA Proceedings.

Note 7: The Remittance to the Monitor represents the net proceeds from the closing of the APA less the
amounts granted as CCAA Charges in the Initial Order.

Note 8: The Cash Flows include the payment of any post-filing obligations incurred by the Company
since the date of the Initial Order.

Note 9: The estimated ending cash balance will be used to fund any liabilities subject to the CCAA
Charges. Any remaining funds will be transferred to the Monitor for distribution to the creditors.

LEGAL_1:28614620.2
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SCHEDULE D

CANADA SUPERIOR COURT
PROVINCE OF QUEBEC COMMERCIAL DIVISION
DISTRICT OF QUEBEC

DIVISION: 01 - MONTREAL

S.C.: 500-11-045554-132

IN THE MATTER OF THE COMPANIES® CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF:

PROSEP INC., body politic and corporate, duly incorporated according
to law, and having its head office and principal place of business at 2015
Peel Street, Suite 630, in the city of Montréal, province of Québec H3A
1T8.

Debtor Company

- AND -

KPMG INC.

Proposed Monitor

DEBTOR COMPANY’S REPORT ON CASH-FLOW STATEMENT (UPDATED)

The management of PROSEP INC. has developed the assumptions and prepared the attached statement of projected cash-flow of
the insolvent Debtor Company, as of the 18" day of November, 2013 consisting of the period from November 16, 2013 to
January 17, 2014,

The hypothetical assumptions are reasonable and consistent with the purpose of the projection, and the probable assumptions are
suitably supported and consistent with the plans of the insolvent Debtor Company and provide a reasonable basis for the
projection.

Since the projection is based on assumptions regarding future events, actual results will vary from the information presented and
the variations may be material.

The projection has been prepared based on a set of probable and hypothetical assumptions. Consequently, readers are cautioned
that it may not be appropriate for other purposes.

Dated at Montréal, this 18" day of November 2013

PROSEP INC.

e

Per: Benoit Crowe \




