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Court File No.: BK-25-03277756-0032
District of: Ontario
Division No.: 07-Hamilton
Estate No.: 3277756
ONTARIO

SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, c.
B-3, AS AMENDED

AND IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL
OF SCARSIN CORPORATION

FACTUM OF SCARSIN CORPORATION
(Returnable October 9, 2025)

PART I - OVERVIEW

I. On September 25, 2025 (the “NOI Filing Date”), Scarsin Corporation (“Scarsin” or the
“Company”) initiated proceedings (the “Proposal Proceedings”) under section 50.4(1) of
the Bankruptcy and Insolvency Act, RSC 1985, ¢ B-3 (the “BIA”) by filing a notice of
intention to file a proposal (the “NOI”).! KPMG Inc. (“KPMG”) was named as the

proposal trustee in the Proposal Proceedings (in such capacity, the “Proposal Trustee”).?

2. This factum is filed in support of the Company’s motion for, an order (the “Order”), inter

alia,

(a) granting an administration charge in the amount of $145,000 (the “Administration

Charge”) in favour of the Proposal Trustee, counsel for the Proposal Trustee, and counsel

! Minshull Affidavit, at para 4; 5. 50.4(1), BIA.
2 Minshull Affidavit, at para 4.



for the Company;

(b) approving the interim financing term sheet between the Company and the director
of the Company (in such capacity, the “DIP Lender”) dated October 3, 2025 (the “DIP
Term Sheet”) to provide interim financing to the Company (the “DIP Loan”) up to the

maximum principal amount of $400,000 (exclusive of interest, fees, and expenses);

(©) granting a charge against all of the Company’s property to secure amounts
advanced under the DIP Loan (the “DIP Charge”) with priority over all other charges

and encumbrances other than the Administrative Charge;

(d) extending the time to file a proposal up to and including December 9, 2025 (the

“Stay Extension”);

(e) approving the First Report of the Proposal Trustee dated October 8, 2025 (the

“First Report”) and the activities and conduct of the Proposal Trustee detailed therein;

and
® such other relief as this Court may deem just.
3. The Proposal Proceedings were commenced in response to the Company’s ongoing

liquidity challenges and inability to meet its liabilities as they become due. Specifically,
the Company’s senior secured creditor, the Royal Bank of Canada (“RBC”) issued a
demand letter and notice of intention to enforce security on September 16, 2025 (the

“NITES”).?

3 Minshull Affidavit, at para 5; Exhibit “B” to the Minshull Affidavit.



The principal purpose of the Proposal Proceedings is to create a stabilized environment to

allow the Company to make a proposal to its creditors.

The requested DIP Loan is necessary in order to provide the Company with the liquidity
required to continue operations, including meeting its payroll obligations.* Without such
approval, the Company will be unable to continue operations and will be assigned into

bankruptcy.’

The relief sought in the Company’s motion is proceeding with the support of the Proposal

Trustee.b

PART II - SUMMARY OF FACTS

7.

A detailed background is more fully set out in the affidavit of Paul Minshull sworn October

6, 2025 (the “Minshull Affidavit”).

All capitalized terms herein that are not defined have the meaning set out in the Minshull

Affidavit or the First Report.

BACKGROUND OF THE COMPANY

The Company is in the business of developing and delivering financial forecasting

solutions for the life sciences and public health sectors.” The Company has developed

4 Minshull Affidavit, at para 28.
5 Minshull Affidavit, at para 43.
¢ First Report, at para 77.

7 Minshull Affidavit, at para 8.



10.

11.

12.

13.

14.

technology for its platform, which is used by many global organizations through various

master service agreements.® The Company’s main asset is the intellectual property.

The Company has a total of 8 employees.’

THE COMPANY’S FINANCIAL CIRCUMSTANCES

The Company began having financial difficulties in or around September 2024, when it

determined that further funding was needed for its new Al-based development.'?

Despite the Company’s best efforts to obtain funding from investors, such efforts were

unsuccessful and has now placed the Company in a dire financial situation.

The Company’s secured and unsecured liabilities are approximately $1,216,800, which
includes, inter alia, approximately $192,859.25 owing to the Lender (as at September 12,
2025), $300,000 in source deductions owing to CRA, and the majority of the balance owing

to unsecured creditors.'!

The DIP Lender has personally funded payroll to the Company’s employees for the post-
filing period. Absent approval of the DIP Loan, the Company will be unable to make

payroll for the next pay period.!'

PART III - STATEMENT OF ISSUES, LAW & AUTHORITIES

15.

The issues to be determined by this Honourable Court on this motion are whether:

8 Minshull Affidavit, at para 12.

 Minshull Affidavit, at para 13.

10 Minshull Affidavit, at paras 23, 25, 26.

' Minshull Affidavit, at paras 17-19, 23-28; Exhibit “B” to the Minshull Affidavit; Appendix “D” to the First Report.
12 Minshull Affidavit, at para 6.



16.

17.

18.

(a) the Administration Charge should be approved;
(b) the DIP Term Sheet and the DIP Lender’s Charge should be approved,

(©) the Company should be granted an extension of time to file a proposal to December

9, 2025; and

(d) the First Report and the activities and conduct described therein should be

approved.
THE ADMINISTRATION CHARGE SHOULD BE APPROVED

The Company seeks an Administration Charge, in priority to all other charges, in the
maximum amount of $145,000 to secure the fees and disbursements of the Proposal
Trustee, counsel to the Proposal Trustee and counsel to the Company incurred in
connection with services rendered to the Company in connection with these Proposal

Proceedings.

Section 64.2 of the BIA provides that a court has jurisdiction to grant a super-priority

charge in favour of financial, legal, or other professionals during proposal proceedings.!?

Courts routinely approve administration charges, where, as here, the assistance of

professional advisors is critical to a successful restructuring. '

13s. 64.2, BIA; Danier Leather Inc. (Re), 2016 ONSC 1044 (CanLlII), at para 56 [“Danier”]; In the Matter of the

Notice of Intention to Make a Proposal of Hempsana Inc., Endorsement of Cavanagh J. (9 April 2024) (Court
File No.: BK-24-03054351-0031), Ontario Superior Court of Justice (Commercial List) [“Hempsana
Endorsement’]; Colossus Minerals Inc. (Re), 2014 ONSC 514 (CanLlIl), at para 12 [“Colossus™].

Y Danier, at para 57; Colossus, at para 12; Mustang GP Ltd. (Re), 2015 ONSC 6562 (CanLlIl), at para 33 [“Mustang”].



https://canlii.ca/t/gncpr#par56
https://canlii.ca/t/gncpr#par56
https://canlii.ca/t/gncpr#par57
https://canlii.ca/t/7vcz#sec64.2
https://canlii.ca/t/g30lx#par12
https://canlii.ca/t/g30lx#par12
https://canlii.ca/t/glt34#par33

19.

20.

In these circumstances, it is respectfully submitted that the proposed Administration

Charge should be approved for the following reasons:

(a) the professionals that are the beneficiaries of the Administration Charge have
significantly contributed, and will continue to contribute, to advancing the objective of
these Proposal Proceedings. As such, it is necessary to ensure their fees and disbursements

are protected;'’

(b) the Company has worked with the Proposal Trustee and the other restructuring
professionals to estimate the proposed quantum of the Administration Charge, and believes

it to be reasonable and appropriate in the circumstances; '

(©) the Company’s secured creditors are on notice of the proposed Administration

Charge and have been served with the motion materials; and

(d) the Proposal Trustee recommends the granting of the proposed Administration

Charge.!’

THE DIP TERM SHEET AND DIP LENDER’S CHARGE SHOULD BE
APPROVED

The Applicants are seeking approval of the DIP Term Sheet and the DIP Lender’s Charge,

which would rank ahead of all other charges other than the Administration Charge.

15 Minshull Affidavit, at para 30.
16 Minshull Affidavit, at para 31; First Report, at para 67.
17 First Report, at para 67.



21.

22.

23.

The Court has the authority under section 50.6 of the BIA to authorize the DIP Loan and

DIP Lender’s Charge, which may rank in priority over the claim of any secured creditor.'8

The Company meets the criteria set out in section 50.6(1) of the BIA, as (i) notice has been
provided to all known secured creditors being affected by the DIP Lender’s Charge; (i)
the amount of the DIP Loan is appropriate and required having regard to the Company’s
cash flow forecast for the period October 3, 2025 to December 12, 2025 (the “Revised
Cash Flow Forecast”),'” and has been sized with the assistance of the Proposal Trustee,
and (iii) the DIP Lender’s Charge is not intended to secure an obligation existing prior to

the Order.?°

Section 50.6(5) provides a non-exhaustive list of factors for courts to consider when

determining whether to grant a DIP Lender’s Charge, including, inter alia,

(a) the period during which the debtor is expected to be subject to proceedings under

this Act;

(b) how the debtor’s business and financial affairs are to be managed during the

proceedings;

(©) whether the debtor’s management has the confidence of its major creditors;

(d) whether the loan would enhance the prospects of a viable proposal being made in

185 50.6, BIA; Colossus, supra note 13, at para 3. Mustang, supra note 14, at para 26.

19 First Report, at paras 50, 54, 63, 68. Appendix “D” to the First Report. The Revised Cash Flow Forecast corrects a

minor error with respect to assumptions and presentation from the one as an exhibit to the Minshull Affidavit.

20 First Report, at para 63. Only if there is liquidity, the Proposal Trustee is of the view it would be reasonable to make

a payment to the DIP Lender for the post-filing advances for payroll.


https://canlii.ca/t/7vcz#sec50.6
https://canlii.ca/t/g30lx#par3
https://canlii.ca/t/glt34#par26

24.

respect of the debtor;

(e) the nature and value of the debtor’s property;

® whether any creditor would be materially prejudiced as a result of the security or

charge; and

(2) the trustee’s report referred to in paragraph 50(6)(b) or 50.4(2)(b), as the case may

be 21

The Company submits that the factors favour the approval of the DIP Term Sheet and the

DIP Lender’s Charge;

(a) as evidenced by the Revised Cash Flow Forecast, the amounts intended to be
advanced under the DIP Loan are required to fund the Company’s requirements through
December 12, 2025, which will allow the Company to prepare and implement a viable

proposal to its creditors, if approved;??

(b) the purpose of the DIP Loan is to fund the Company’s working capital needs

and professional fees and expenses during the Proposal Proceedings;*?

(©) the availability of the DIP Loan is contingent on the Court approving the DIP Term

Sheet and the DIP Lender’s Charge;**

(d) the Company’s only potential financing is from the proposed DIP Lender, who has

215 50.6(5), BIA.
22 First Report, at paras 63, 70, 71.

2 Minshull Affidavit, at para 33.
24 Minshull Affidavit, at para 35.


https://canlii.ca/t/7vcz#sec50.6

25.

26.

agreed to provide the DIP Loan;*

(e) approval of the DIP Loan will provide the Company with sufficient liquidity to
continue operations and fund the costs of the restructuring while the Company makes a

Proposal to its creditors;°

® the Company is unable to continue operations absent approval of the DIP Loan,

will need to terminate employees, and will likely be assigned into bankruptcy;?’

(2) no creditors will be materially prejudiced as interim financing is needed to prepare

and implement a proposal if approved; and

(h) the Proposal Trustee supports the DIP Term Sheet and the DIP Lender’s Charge.?®

The funds available under the DIP Loan will be used to meet the Company’s funding
requirements during the Proposal Proceedings in accordance with the Revised Cash Flow
Forecast. The Applicants, with the assistance of the Proposal Trustee, have sized the
amount of the DIP Loan needed to address the Company’s liquidity needs. These amounts

are specified in the Revised Cash Flow Forecast.

The DIP Facility will accrue interest at 12% per annum. There are no fees payable by the
Company in connection with the DIP Loan, other than payment of standard costs and

expenses of the DIP Lender.?’

25 First Report, at para 49.

26 Minshull Affidavit, at para 36.

27 Minshull Affidavit, at para 44; First Report, at para 50.
28 First Report, at para 71.

2% Minshull Affidavit, at para 34; First Report, at para 50.



27.

28.

29.

30.

10

AN EXTENSION OF TIME TO FILE A PROPOSAL SHOULD BE GRANTED

Pursuant to section 50.4(9) of the BIA, the Court may extend the time by which the

Company is required to file a proposal in 45-day intervals where the Court is satisfied that:

(a) the debtor company has acted, and is acting, in good faith and with due diligence;

(b) the debtor company would likely be able to make a viable proposal if the extension

being applied for were granted; and

(c) no creditor would be materially prejudiced if the extension being applied for were

granted.>

The Company is seeking a 45-day Stay Extension to file a proposal to and including
December 9, 2025 to allow for the Company and the Proposal Trustee with the time
necessary to present the Proposal to the Company’s creditors and hold a creditor meeting

for a vote of the Proposal.®!

The Company has prepared and filed a Revised Cash Flow Forecast, with the assistance of
the Proposal Trustee, which shows that the Company has sufficient liquidity to fund the

Proposal Proceedings through the Stay Extension, if the DIP Loan is approved.?

The Company has acted and continues to act in good faith and with due diligence in

furtherance of these Proposal Proceedings in seeking to preserve and maximize value for

305, 50.4(9), BIA.
31 Minshull Affidavit, at para 38.

32 First Report, at para 65.


https://canlii.ca/t/7vcz#sec50.4

31.

32.

33.

34.

35.

11

the benefit of all of its stakeholders.® If the Stay Extension is granted, the Company will be

able to make a viable proposal to its creditors.>*

No creditor will be materially prejudiced if the extension sought is granted.*

The Stay Extension is supported by the Proposal Trustee.¢

THE FIRST REPORT SHOULD BE APPROVED

The Company seeks this Court’s approval of the activities and conduct of the Proposal
Trustee, as set out in the First Report. The approval of a court officer’s activities and reports

is relief that is routinely granted in insolvency proceedings.’’

The Proposal Trustee’s activities since the commencement of the Proposal Proceedings are

set out in further detail in the First Report.®

The approval language in the proposed draft Order makes clear that the approval is only
for the Proposal Trustee personally and is not intended to create rights or impose

obligations for any other party.

33 Minshull Affidavit, at para 42; First Report, at para 65; Colossus, supra note 13, at para 39.

34 Minshull Affidavit, at para 43; First Report, at para 65; Hempsana Endorsement, supra note 13; Mustang, supra

note 14, at para 41.

33 First Report, at para 65.
36 First Report, at paras 65, 77.
37 In the Matter of the Notice of Intention to Make a Proposal of Go-For Industries Inc., Order of Black J. (3 June

2024) (Court File No.: BK-24-00459813-0031), Ontario Superior Court of Justice (Commercial List), at para 2;
In the Matter of the Notice of Intention to Make a Proposal of The Body Shop Canada Limited, Order of Cavanagh
J. (30 May 2024) (Court File No.: BK-24-03050418-0031), Ontario Superior Court of Justice (Commercial List),
at para 3, Hempsana Endorsement, supra note 13.

38 First Report, at para 51.


https://canlii.ca/t/g30lx#par39
https://canlii.ca/t/glt34#par41
https://canlii.ca/t/glt34#par41
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PART IV - ORDER REQUESTED
36.  For the foregoing reasons, the Company respectfully requests this Honourable Court grant

the Order in the form proposed at Tab 3 of the Motion Record.

ALL OF WHICH IS RESPECTFULLY SUBMITTED this 8" day of October, 2025.

N ,J

Greg Azeff/ Gina Rhodes

MILLER THOMSON LLP
40 King Street West, Suite 6600
Toronto Ontario

MS5H 3S1, Canada

Greg Azeff (LSO#: 45324C)
gazeff@millerthomson.com
Tel: 416.595.2660

Gina Rhodes LSO# 78849U
grhodes@millerthomson.com
Tel: 416.597.4321

Lawyers for Scarsin Corporation
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SCHEDULE “B”
TEXT OF STATUTES, REGULATIONS & BY - LAWS

Bankruptcy and Insolvency Act, RSC 1985, ¢ B-3

Notice of Intention

50.4 (1) Before filing a copy of a proposal with a licensed trustee, an insolvent person may file a
notice of intention, in the prescribed form, with the official receiver in the insolvent person’s
locality, stating

(a) the insolvent person’s intention to make a proposal,

(b) the name and address of the licensed trustee who has consented, in writing, to act as the
trustee under the proposal, and

(c) the names of the creditors with claims amounting to two hundred and fifty dollars or
more and the amounts of their claims as known or shown by the debtor’s books,

and attaching thereto a copy of the consent referred to in paragraph (b).
Certain things to be filed

(2) Within ten days after filing a notice of intention under subsection (1), the insolvent person shall
file with the official receiver

(a) a statement (in this section referred to as a “cash-flow statement”) indicating the
projected cash-flow of the insolvent person on at least a monthly basis, prepared by the
insolvent person, reviewed for its reasonableness by the trustee under the notice of
intention and signed by the trustee and the insolvent person;

(b) a report on the reasonableness of the cash-flow statement, in the prescribed form,
prepared and signed by the trustee; and

(c) a report containing prescribed representations by the insolvent person regarding the
preparation of the cash-flow statement, in the prescribed form, prepared and signed by the
insolvent person.

Creditors may obtain statement

(3) Subject to subsection (4), any creditor may obtain a copy of the cash-flow statement on
request made to the trustee.


https://canlii.ca/t/5610x
https://canlii.ca/t/7vcz#sec50.4
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Trustee protected

(5) If the trustee acts in good faith and takes reasonable care in reviewing the cash-flow statement,
the trustee is not liable for loss or damage to any person resulting from that person’s reliance on
the cash-flow statement.

Trustee to notify creditors

(6) Within five days after the filing of a notice of intention under subsection (1), the trustee named
in the notice shall send to every known creditor, in the prescribed manner, a copy of the notice
including all of the information referred to in paragraphs (1)(a) to (c).

Trustee to monitor and report

(7) Subject to any direction of the court under paragraph 47.1(2)(a), the trustee under a notice of
intention in respect of an insolvent person

(a) shall, for the purpose of monitoring the insolvent person’s business and financial affairs,
have access to and examine the insolvent person’s property, including his premises, books,
records and other financial documents, to the extent necessary to adequately assess the
insolvent person’s business and financial affairs, from the filing of the notice of intention
until a proposal is filed or the insolvent person becomes bankrupt;

(b) shall file a report on the state of the insolvent person’s business and financial affairs —
containing the prescribed information, if any —

(1) with the official receiver without delay after ascertaining a material adverse
change in the insolvent person’s projected cash-flow or financial circumstances,
and

(i1) with the court at or before the hearing by the court of any application under
subsection (9) and at any other time that the court may order; and

(c) shall send a report about the material adverse change to the creditors without delay after
ascertaining the change.

Extension of time for filing proposal

(9) The insolvent person may, before the expiry of the 30-day period referred to in subsection (8)
or of any extension granted under this subsection, apply to the court for an extension, or further
extension, as the case may be, of that period, and the court, on notice to any interested persons that
the court may direct, may grant the extensions, not exceeding 45 days for any individual extension
and not exceeding in the aggregate five months after the expiry of the 30-day period referred to in
subsection (8), if satisfied on each application that
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(a) the insolvent person has acted, and is acting, in good faith and with due diligence;

(b) the insolvent person would likely be able to make a viable proposal if the extension
being applied for were granted; and

(c) no creditor would be materially prejudiced if the extension being applied for were
granted.

Order - interim financing

50.6 (1) On application by a debtor in respect of whom a notice of intention was filed under section
50.4 or a proposal was filed under subsection 62(1) and on notice to the secured creditors who are
likely to be affected by the security or charge, a court may make an order declaring that all or part
of the debtor’s property is subject to a security or charge — in an amount that the court considers
appropriate — in favour of a person specified in the order who agrees to lend to the debtor an
amount approved by the court as being required by the debtor, having regard to the debtor’s cash-
flow statement referred to in paragraph 50(6)(a) or 50.4(2)(a), as the case may be. The security or
charge may not secure an obligation that exists before the order is made.

Individuals
(2) In the case of an individual,

(a) they may not make an application under subsection (1) unless they are carrying on a
business; and

(b) only property acquired for or used in relation to the business may be subject to a security
or charge.

Priority

(3) The court may order that the security or charge rank in priority over the claim of any secured
creditor of the debtor.

Priority — previous orders

(4) The court may order that the security or charge rank in priority over any security or charge
arising from a previous order made under subsection (1) only with the consent of the person in
whose favour the previous order was made.

Factors to be considered

(5) In deciding whether to make an order, the court is to consider, among other things,
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(a) the period during which the debtor is expected to be subject to proceedings under this
Act;

(b) how the debtor’s business and financial affairs are to be managed during the
proceedings;

(c) whether the debtor’s management has the confidence of its major creditors;

(d) whether the loan would enhance the prospects of a viable proposal being made in
respect of the debtor;

(e) the nature and value of the debtor’s property;

(f) whether any creditor would be materially prejudiced as a result of the security or charge;
and

(g) the trustee’s report referred to in paragraph 50(6)(b) or 50.4(2)(b), as the case may be.

Court may order security or charge to cover certain costs

64.2 (1) On notice to the secured creditors who are likely to be affected by the security or charge,
the court may make an order declaring that all or part of the property of a person in respect of
whom a notice of intention is filed under section 50.4 or a proposal is filed under subsection 62(1)
is subject to a security or charge, in an amount that the court considers appropriate, in respect of
the fees and expenses of

(a) the trustee, including the fees and expenses of any financial, legal or other experts
engaged by the trustee in the performance of the trustee’s duties;

(b) any financial, legal or other experts engaged by the person for the purpose of
proceedings under this Division; and

(c) any financial, legal or other experts engaged by any other interested person if the court
is satisfied that the security or charge is necessary for the effective participation of that
person in proceedings under this Division.

Priority

(2) The court may order that the security or charge rank in priority over the claim of any secured
creditor of the person.
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