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INTRODUCTION 

1. On February 8, 2021 (the "Filing Oaten), Rockshield Engineered Wood Products ULC 

("Rockshield" or the "Company") filed with the Official Receiver a Notice of Intention 

to Make a Proposal ("NOi") to its creditors and named Dodick Landau Inc. ("DLI") as 

Proposal Trustee (the "Proposal Trustee"). Attached as Appendix "A" is the 

Certificate of Filing of the NOi. 

2. A detailed overview of Rockshield's business operations, corporate structure and 

financial difficulties which led to the filing of the NOi is set out in the Affidavit of Tom 

Scott sworn February 8, 2021 (the "Scott Affidavit"), served and filed with the Ontario 

Superior Court of Justice (Commercial List) (the "Court") in support of Rockshield's 

motion for the relief set out herein. 

3. All capitalized terms used in this report (the "First Report") but not otherwise defined 

shall have the meaning ascribed to such terms in the Scott Affidavit. 

4. The purpose of this First Report of the Proposal Trustee is to provide the Court with 

information pertaining to the following: 

i) a limited summary of certain background information about Rockshield; 

ii) Rockshield's request for an extension of the time for filing a proposal to April 24, 

2021; 

iii) Rockshield's projected cash flow for the period from February 7, 2021 to May 

92021; 

iv) Rockshield's request that it be authorized to obtain and borrow interim financing, 

including the terms of the debtor in possession ("DIP") facility; 

v) the proposed charges (the "Charges") sought by Rockshield; and 

vi) the Proposal Trustee's recommendation that this Court make an order, as 

requested by Rockshield: 

a) approving the extension of the Proposal to April 24, 2021; 

b) approving the Charges; 
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c) authorizing Rockshield to pay critical pre-filing creditors, if in the opinion of 

Rockshield and the Proposal Trustee such payments are critical to the 

business and ongoing operations of Rockshield, up to a maximum of $ 1.4 

million and provided such payments are specifically approved by the 

Proposal Trustee; and 

d) approving the activities of the Proposal Trustee as set out in this Report. 

TERMS OF REFERENCE 

5. In preparing this Report, the Proposal Trustee has relied upon certain unaudited, draft 

and/or internal financial information, Rockshield's books and records, discussions with 

the management of Rockshield ("Management") and information from other third

party sources (collectively, the "Information"). 

6. Except as described in this Report, the Proposal Trustee has not audited, reviewed or 

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

manner that would wholly or partially comply with Generally Accepted Assurance 

Standards ("GAAS") pursuant to the Canadian Institute of Chartered Accountants 

Handbook (the "CPA Handbook") and, accordingly, the Proposal Trustee expresses 

no opinion or other form of assurance contemplated under GMS in respect of the 

Information. 

7. Some of the information referred to in this Report consists of forecasts and projections. 

An examination or review of the financial forecast and projections, as outlined in the 

CPA Handbook, 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 projections are based upon 

assumptions about future events and conditions that are not ascertainable, the actual 

results will vary from the projections, even if the assumptions materialize, and the 

variations may be material. 

8. The Proposal Trustee has prepared this Report in its capacity as a Court appointed 

officer and has made a copy of this Report available on the Proposal Trustee's website 

at www.dodick.ca for purposes of Rockshield's motion returnable February 10, 2021 . 

Parties using this Report, other than for the purpose of the motion, are cautioned that 
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it may not be appropriate for their purposes. 

9. All references to dollars are in Canadian currency unless otherwise noted. 

BACKGROUND 

10. The majority of the fixed assets of Rockshield were purchased pursuant to the Vesting 

and Sale Approval Order of Conway, J. of the Commercial List dated February 4, 

2015, issued upon the request of DU in its then capacity as Trustee in Bankruptcy and 

Court Appointed Receiver of True North Hardwood Plywood Inc. rTrue North"). 

11. In its prior capacity as Proposal Trustee of True North, DLI conducted a Sale and 

Investment Process approved by the Order of Newbould J., of the Commercial List, 

dated December 19, 2013. No proposal was filed, and as a result DLI became Trustee 

in Bankruptcy of True North and was then appointed Receiver by the Court to continue 

to market the assets of True North, and completed the sale to Rockshield on February 

4, 2015. 

CREDITORS 

Employee Priority Claims 

12. As at February 8, 2021, the date of the NOi, there were approximately 165 employees 

of Rockshield with unpaid wages and vacation pay totaling approximately $370,000. 

This amount would be subject to super-priority in the BIA pursuant to sections 81.3 in 

the case of a bankruptcy and a preferred claim pursuant to section 60(1.3)(a) of the 

BIA in the case of a Proposal. 

The Bank of Nova Scotia 

13. On January 19, 2018, the Bank of Nova Scotia ("BNS") made certain demand 

operating credit facilities ("Credit Facilities") available to Rockshield to finance its 

operations, seasonal inventory requirements and capital expenditures. At the time, 

these credit facilities had an original aggregate indebtedness of approximately $6.5 

million. 

14. As security for its obligations to BNS, Rockshield executed a general security 

agreement in favour of BNS, granting to BNS a security interest in all of Rockshield's 
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present and future personal property, which security is registered against the 

Company pursuant to the Ontario Personal Property Security Act (the "PPSA"). In 

addition, BNS received partial guarantees of these credit facilities from certain major 

shareholders and from Export Development Canada. In addition, shareholders 

agreed to postpone their shareholder loans in favour of BNS. 

15. On April 2, 2018 Rockshield entered into a forbearance agreement with BNS as a 

result of Rockshield not meeting certain covenant terms in its credit facilities with BNS 

("Forbearance Agreement"). On December 20, 2019, BNS and Rockshield entered 

into a commitment letter ("Commitment Letter") which amended the Credit Facilities 

and provided notice of the continuation of the Forbearance Agreement. On October 

26, 2020, BNS issued Rockshield with a notice of default of financial conditions in the 

Commitment Letter and increased the interest rate on Rockshield's operating facility 

from Prime + 5% to Prime + 6% in November 2020 and has indicated that the interest 

rate will be increased by 1 % each month thereafter. To date, no further action has 

been taken by BNS with regards to the continued default of the terms in the 

Commitment Letter. 

16. As at the Filing Date, Rockshield's indebtedness to BNS under the Commitment Letter 

had been reduced to the approximate aggregate amount of (CAD) $3,000,000 (the 

"BNS Indebtedness"). 

INTERIM FINANCING 

17. As described in the Scott Affidavit, Rockshield's liquidity constraints have resulted in it 

not having sufficient funds to continue operating its business. Rockshield had sought 

additional conventional bank and asset-based financing, but was not able to obtain it 

prior to the Filing Date. 

18. Prior to the Filing Date, with the assistance from the Proposal Trustee, Rockshield 

contacted Hillmount Capital Inc. (the "DIP Lender"), due to its immediate cash flow 

constraints, and requested a term sheet. The DIP Lender was familiar with the real 

property and fixed assets of Rockshield, having been one of the DIP Lenders 

approved by the Court to provide DIP financing in the True North Insolvency 

proceedings. The DIP Lender's term sheet was negotiated and subsequently 

accepted by Rockshield, subject to Court approval. A copy of the commitment letter 
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("DIP Commitment Letter'') is attached hereto as Appendix "B". 

19. The terms of the DIP facility are contained in the DIP Commitment Letter between 

Rockshield and the DIP Lender dated February 8, 2021 and include the following 

terms: 

i) the total available funds under the DIP facility is expected to be approximately 

$1,500,000 (the "Interim Facility"), provided the total funds advanced at any time 

shall not exceed the amount of the borrowing base; 

ii) the Interim Facility is available on a draw basis, with an initial draw of $1,000,000 

forthwith upon issuance of the Order approving the DIP financing and subsequent 

draws of not less than $250,000 each; 

iii) the Interim Facility may only be used for the purposes contemplated by the Cash 

Flow Forecast, including critical pre-filing creditors; 

iv) interest shall be compounded and calculated monthly at the rate of 11 % per 

annum; 

v) principal repayments in the amount of $200,000 per month beginning in May 2021 

through to and including September 2021. The loan is to be repaid in full by 

September 30, 2021; 

vi) the Interim Facility matures on the earliest of: a) six months following the date of 

the Court Order; b) the date on which Rockshield implements a proposal or Plan 

that has been accepted by its creditors and approved by the Court; c) the date on 

which the stay of proceedings ordered in the BIA Proceedings, or other 

restructuring proceedings, expires or is terminated or lifted; d) the occurrence of 

an event of default; ore) the sale of all or substantially all the assets of Rockshield; 

and 

vii) under certain conditions and at the DIP Lender's sole discretion, the DIP Lender 

will agree to extend the term of Interim Facility for an additional three months. 

20. The Cash Flow Forecast indicates that Rockshield will have sufficient funds available 

under the Interim Facility to fund expenditures until April 24, 2021, the period of the 

proposed extension to the stay of proceedings. 
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21. It is a fundamental term of the DIP Commitment Letter that (i) the Court grant a charge 

in favour of the DIP Lender against the assets of Rockshield (the "DIP Charge") 

securing all amounts owing under the DIP Commitment Letter and (ii) the Interim 

Facility shall rank behind the Administration Charge (as defined below) but in priority 

to all other security interests, trusts, liens, charges and encumbrances, statutory or 

otherwise in favour of any person, except for certain encumbrances listed in the DIP 

Commitment Letter ("Excluded Encumbrances"). 

22. The Proposal Trustee is of the view that acceptance of the DIP Commitment Letter 

and the Interim Facility contemplated therein: 

i) is required to fund the operations of Rockshield's manufacturing facility (the 

"Plant') while it carries out its restructuring; 

ii) will enhance the prospects of a viable proposal being made by Rockshield; 

iii) in the view of the Proposal Trustee the creditors will not be materially prejudiced 

by the granting of the DIP Charge, given the current overall assets of Rockshield, 

and the opportunity by Rockshield to use the DIP Facility to assist it in building a 

further raw materials and inventory bank; and 

iv) is in the best interests of the Company and its stakeholders. 

23. Furthermore, the Proposal Trustee is of the view that the fees, terms and costs 

associated with the Interim Facility are commercially reasonable in the circumstances 

for a DIP Facility for a business in circumstances similar to Rockshield's. 

24. Without access to financing under the Interim Facility, the Company will: (i) not be able 

to maintain its operations, preserve asset value or implement restructuring steps; and 

(ii) be forced to wind down its operations and commence a liquidation of its assets, 

resulting in the loss of value and 165 jobs to the material detriment of its creditors and 

stakeholders, and to Cochrane and surrounding communities. 
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EXTENSION OF STAY OF PROCEEDINGS 

25. Rockshield is seeking an extension of the time for the filing of the proposal up to and 

including April 24, 2021, for a total of 45 days following the expiration of the initial 30-

day stay of proceedings. 

26. The stay extension is required to provide Rockshield with the necessary time to 

preserve its business on a going concern basis for the benefit of its stakeholders. The 

Proposal Trustee is of the view that Rockshield is acting in good faith and with due 

diligence in formulating and implementing a restructuring plan that would preserve its 

business for the benefit of its stakeholders, and Cochrane and surrounding 

communities. 

27. Without the requested extension of the Stay Period being granted, Rockshield is not 

in a position to make a viable proposal to its creditors and will then become bankrupt 

to the detriment of its stakeholders. 

28. In contrast, no creditor will be materially prejudiced if the extension applied for is 

granted. If the extension applied for is granted, Rockshield would likely be able to 

make a viable proposal to its creditors following the completion of its restructuring. 

ROCKSHIELD'S WEEKLY CASH FLOW FORECAST 

29. Rockshield, with the assistance of the Proposal Trustee, has prepared a weekly cash 

flow forecast rcash Flow Forecastn) for the period from February 7, 2021 to May 9, 

2021. A copy of the Cash Flow Forecast is attached hereto as Appendix "C" to this 

Report. The Cash Flow Forecast has been prepared by Management of Rockshield 

for the purpose of this motion, using probable and hypothetical assumptions set out in 

notes 1 to 8 attached to the Cash Flow Forecast. The Cash Flow Forecast reflects 

receipts and disbursements to be received or paid over a thirteen-week forecast period 

in Canadian dollars. 

30. The Cash Flow Forecast projects that Rockshield will have sufficient liquidity following 

receipt of advances under the Interim Facility totaling $1.5 million, to fund Rockshield's 

expenses and the Proposal proceeding throughout the proposed extension of the stay 

of proceedings. 
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31. The Cash Flow Forecast projects that Rockshield will require the use of the Interim 

Facility immediately in February to fund the Plant's operations including payments to 

its critical suppliers which includes to build a bank of raw material log inventory during 

log harvesting season. 

32. The Proposal Trustee's review of the Cash Flow Forecast consisted of inquiries, 

analytical procedures and discussion related to information supplied to the Proposal 

Trustee by certain of the Management and employees of Rockshield. Since 

hypothetical assumptions need not be supported, the Proposal Trustee's procedures 

with respect to them were limited to evaluating whether they were consistent with the 

purpose of the Cash Flow Forecast. The Proposal Trustee has also reviewed the 

support provided by Management of Rockshield for the probable assumptions, and 

the preparation and presentation of the Cash Flow Forecast. 

33. Based on the Proposal Trustee's review, nothing has come to its attention to cause it 

to believe that, in all material respects: 

i) the hypothetical assumptions are not consistent with the purpose of the Cash 

Flow Forecast; 

ii) as at the date of this Report, the probable assumptions developed by 

management are not suitably supported and consistent with the plans of 

Rockshield or do not provide a reasonable basis for the Cash Flow Forecast, 

given the hypothetical assumptions; or 

iii) the Cash Flow Forecast does not reflect the probable and hypothetical 

Assumptions. 

34. As described in the Disclaimer above, since the Cash Flow Forecast is based on 

assumptions regarding future events, actual results will vary from the information 

presented, even if the hypothetical assumptions occur, and the variations may be 

material. Accordingly, the Proposal Trustee expresses no assurance as to whether 

the Cash Flow Forecast will be achieved. In addition, the Proposal Trustee expresses 

no opinion or other form of assurance with respect to the accuracy of financial 

information presented in the Cash Flow Forecast, or relied upon by the Proposal 

Trustee in preparing this Report. 
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35. The Cash Flow Forecast has been prepared solely for the purpose described above, 

and readers are cautioned that it may not be appropriate for other purposes. 

COURT ORDERED CHARGES 

36. Rockshield is seeking an order providing the following Charges: Administration 

Charge, DIP Charge and the D&O Charge. 

Administration Charge 

37. Rockshield is seeking a charge (the "Administration Charge"), in a maximum amount 

of $150,000, against the assets of Rockshield, to secure the fees and disbursements 

incurred in connection with services rendered to Rockshield both before and after the 

commencement of the proposal proceedings by the following entities: the Proposal 

Trustee, its counsel and counsel to Rockshield, which shall rank in priority to all other 

security interests, trusts, liens, charges and encumbrances, statutory or otherwise in 

favour of any person. 

38. The quantum of the Administration Charge sought by Rockshield was determined in 

consultation with the Proposal Trustee and in the view of the Proposal Trustee is 

reasonable and appropriate in the circumstances, and should be granted by the Court. 

The creation of the Administration Charge is typical in similar proceedings, as is the 

proposed priority of the Administration Charge.as set out in the form of draft order filed 

with the Court. 

DIP Charge 

39. Rockshield requires immediate funding to maintain their existing operations and to 

pursue their restructuring plan, as evidenced by the Cash Flow Forecast. 

40. As noted above, a condition of the DIP Commitment Letter is that the DIP Lender 

receives the benefit of a DIP Charge to the maximum amount of the aggregate of any 

and all advances by the DIP Lender to Rockshield pursuant to the DIP Commitment 

Letter. The Proposal Trustee supports Rockshield's request for the DIP Charge, which 

is subordinate only to the Administration Charge, except for the Excluded 

Encumbrances. 

41. For the reasons set out above, in the view of the Proposal Trustee, the DIP 
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Commitment Letter is reasonable and appropriate and is typical in similar proceedings, 

as is the proposed priority of the DIP Charge as set out in the form of draft order filed 

with the Court and, therefore, should be granted by the Court. 

D&O Charge 

42. The proposed Order also provides for a charge in the maximum amount of $370,000, 

against the assets of Rockshield, to indemnify the officers and directors for the 

liabilities incurred by Rockshield that result in post-filing claims against the directors 

and officers in their personal capacities (the "D&O Charge"). 

43. The amount of D&O charge was estimated by taking into consideration employee 

payroll and related expenses (including source deductions), vacation pay, other 

employment-related liabilities that may attract liability for directors and officers. 

44. The Proposal Trustee understands that Rockshield's director(s) and officer(s) have the 

benefit of directors' and officers' liability insurance that provides $5 million in aggregate 

coverage for Rockshield, which however is subject to various limitations and 

deductibles. The Rockshield's directors and officers have advised that, due to the 

potential for personal liability, they are unwilling to continue their service and 

involvement in the proposal proceedings without the protection of the D&O Charge. 

45. As Rockshield will require the participation and experience of the directors and officers 

to ensure, among other things, a successful restructuring, the Proposal Trustee is of 

the view that the D&O Charge, in both the amount and in the priority ranking 

requested, is required and reasonable in the circumstances, and the form of draft 

Order requested includes the required limitation on the charge in s.64(1 )(4) of the BIA. 

46. The D&O Charge is proposed to rank third in priority after the Administration Charge 

and the DIP Charge. 

PAYMENT OF CERTAIN PRE-FILING AMOUNTS 

47. Rockshield is seeking authority to pay certain expenses incurred prior to the Filing 

Date provided that the aggregate amount of all such payments does not exceed 

$1,400,000, subject to the prior approval of the Proposal Trustee or the Court. 

48. The Proposal Trustee has advised that these expenses related to certain amounts 
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owed to Rockshield's critical suppliers including certain harvesters, veneer, resin and 

coating suppliers. 

49. As detailed in the Scott Affidavit, Rockshield is of the view that there is significant risk 

that certain harvesters, veneer, resin and coating suppliers will not continue to provide 

raw materials to Rockshield if their respective pre-filing amount are not paid. 

50. The Proposal Trustee agrees with Rockshield that absent the continued supply of logs 

and overlay material, Rockshield could not continue its existing operations, which 

would have a significant and immediate detrimental impact on the business, 

operations and cash flows of Rockshield. However, the Proposal Trustee also 

recognizes that Rockshield's funding is limited and will work with them to ensure that 

payment to such suppliers in respect of pre-filing liabilities are minimized. 

51. The Proposal Trustee supports Rockshield's request to allow it to pay certain pre-filing 

amounts to certain suppliers up to a maximum of $1,400,000, but only with the prior 

consent of the Proposal Trustee or the Court. 

CONCLUSION AND RECOMMENDATION 

52. Based on all of the foregoing, the Proposal Trustee respectfully recommends that the 

Court make an order granting the relief requested by Rockshield in the Order 

requested, as summarized in paragraph 4 of this Report. 

All of which is respectfully submitted this 8th day of February, 2021. 

DODICK LANDAU INC. 
In its capacity as the Proposal Trustee of 
Rockshield Engineered Wood Products ULC and not 
in its personal or corporate capacity. 

Per: /4V/ 
Rahn Dodick, CPA, CA, CIRP, LIT 
President 
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I♦ I Industry Canada lndustrie Canada 
Office of the Superintendent Bureau du surintendant 
of Bankruptcy Canada des falllites Canada 

District of 
Division No. 
Court No. 
Estate No. 

Ontario 
09-Toronto 
31-2710553 
31-2710553 

Date of the Notice of Intention: 

In the Matter of the Notice of Intention to make a 
proposal of: 

Rockshield Engineered Wood Products ULC 
Insolvent Person 

DODICK LANDAU INC. 
Licensed Insolvency Trustee 

February 08, 2021 

CERTIFICATE OF FILING OF A NOTICE OF INTENTION TO MAKE A PROPOSAL 
Subsection 50.4 l1 ) 

I, the undersigned, Official Receiver in and for this bankruptcy district, do hereby certify that the aforenamed 
insolvent person filed a Notice of Intention to Make a Proposal under subsection 50.4 (1) of the Bankruptcy and 
Insolvency Act. 

Pursuant to subsection 69(1) of the Act, all proceedings against the aforenamed insolvent person are stayed as of 
the date of filing of the Notice of Intention. 

E-File/Dep6t Electronique 

Canada 

Date: February 09, 2021, 07:34 
Official Receiver 

151 Yonge Street, 4th Floor, Toronto, Ontario, Canada, M5C2W7, (877)376-9902 
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~ HILLMOUNT 
CAPITAL 

February 8, 2021 

Dodlck Landau Inc. 
4646 Dufferln Street, Unit 6 
Toronto, ON 

Attention: Rahn Dodlck 

RE: Interim Financing 

Term Sheet 

Whereas Rockshield Engineered Wood Products ULC (the "Borrower") has requested that Hillmount Capital Inc. provide 
interim financing to the Borrower during the pendency of the Borrower's restructuring proceedings ("Restructuring 
Proceedings") under the Bankruptcy and Insolvency Act (the "BIA") pursuant to a Notice of Intention to Make a Proposal 
(the "NOi") or other applicable and analogous insolvency statute, which will provide for, among other things, the 
appointment of Dodick Landau Inc. as the Proposal Trustee (the "Proposal Trustee"). 

In connection with the Restructuring Proceedings and based on representations made by the Borrower, Hillmount Capital 

Inc., in Its capacity as the lender, has agreed to provide an Interim Financing Facility in accordance with the terms and 

conditions detailed below. The terms and conditions are as follows: 

LENDER: 

BORROWER(S): 

PROPERTY: 

PRIORITY/ SECURITY: 

Hillmount Capital Inc. (the "Servicer") and/or Hillmount Capital Mortgage Holdings Inc. 
(the "Lender'') 

Rockshield Engineered Wood Products ULC (the "Borrower'') 

All of Borrower's property, assets, rights and undertaking, real and personal, moveable or 
immovable, tangible and intangible, legal or equitable, of whatsoever nature and kind (the 
"Collateral"), wherever located, both present and future, now or hereinafter owned or 
acquired, including but not limited to, the real property municipally known as 4 Boisvert 
Crescent, Cochrane, Ontario (the "Real Property'') together with the Collateral 
(collectively, the "Property"). The Real Property is owner-occupied and not subject to nor 
will be subject to any tenancies or leases. 

Subject to an interim financing order made by the Ontario Superior Court of Justice made 
in a form substantially in accordance with that attached hereto as Schedule "A" (the 
"Order"), as general and continuing security for the payment and performance for the 
obligations, the following security (the "Security") shall be granted to the Lender: 

1. Interim Financing Agreement, in form and manner satisfactory to Lender's solicitor, 
if required by Lender's solicitor. 

2. General Security Agreement, registered and having priority over all of the secured 
creditors present and future, against the Collateral, including equipment, accounts 
receivable and inventories, if required by Lender's solicitor; 

3. l51 Mortgage registered against 4 Boisvert Crescent, Cochrane, ON, if required by 
Lender's solicitor; 

4. A super-priority court ordered first charge pursuant to the Order") over the Property 
in favour of the Lender in priority to any encumbrance, lien, charge, hypothec, 
pledge, mortgage, title retention agreement, security interest, trusts (statutory or 
otherwise) claims of any nature, adverse claim, exception, reservation, easement, 

Borrower(s)/Guarantor(s) Initials: _____ _ 

ft:QIDOIZJ.Q.Q,:ive, Suite 208, Toronto, ON M68 1W3 • 416.849.0322 • hillmount.ca FSCO Lie. 10'153 & 11925 
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LOAN AMOUNT AND 
ADVANCES: 

encroachment, servitude, restriction on use, right of occupation, any matter capable 
of registration against title, option, right of first offer or refusal or similar right, 
restriction on voting (In the case of any voting or equity Interest), right of pre
emption or privilege or any contract to create any of the foregoing; (the "Priority 
Charge") subject only to the super-priority court ordered (i) Administration Charge 
pursuant to the Order In an amount not to exceed $150,000. The Directors' Charge 
shall rank subsequent In priority to the Lender's Priority Charge 

5. Adequate insurance on all Property with the Lender being designated as additional 
insured and loss payee and assignment thereof; 

6. All supporting authorizations, certificates, acknowledgements the Lender may 
reasonably require. 

7. Such other security, documentation or assurances as may be requested or reasonably 
required by the Lender or the Lender's solicitor (collectively the "Interim Financing 
Documents"). 

Maximum principal amount of $1,500,000 (the "Interim Faclllty") subject to the following: 

1. The Interim Facility is available on a draw basis, with an initial draw of $1,000,000 
and subsequent draws of not less than $250,000 each (and subject to the advance 
conditions set out In section 5 below), provided the total funds advanced at any time 
shall not exceed the amount of the borrowing base (as set out below). The availability 
of the initial draw and all subsequent draws shall be subject to the drawdown 
conditions noted in this Term Sheet. 

2. The borrowing base shall not exceed the maximum amount of the Interim Facility 
stated above and shall be calculated as follows: 
(a) 50% of the appraised forced liquidation value of eligible machinery and 

equipment, as determined by the Lender; 
(b) 50% of the net Real Property value as determined by the Lender. 
(c) 25% of the Eligible inventory and Eligible Accounts Receivable value (net of any 

potential set off claims) as determined by the Lender, relying reasonably upon 
verifications of Eligible inventory and Eligible Accounts Receivable, to be 
provided by the Proposal Trustee to the Lender on a monthly basis. 

(d) less an amount sufficient to pay all amounts that could be statutory charges, 
liens, trust and crown claims which might rank ahead of the Lender or with 
respect to the Borrower's post BIA filing obligations in accordance with the cash 
flows, including, but not limited to the payment of property taxes, HST, PST, 
EHT, and Workers' Compensation Premiums, as determined by the Lender; 
(note this calculation shall exclude amounts for employee source deductions 
owing and amounts due to employees (for wages, commissions, vacation pay)). 

3. In the event the amount outstanding exceeds the borrowing base at any time the 
Borrower shall repay upon demand by the Lender the amount by which the amount 
outstanding exceeds the borrowing base at that time. 

4. All interest and fees payable hereunder shall be paid, when due, from the Interest 

and Fee Reserve. 

5. Provided that (i) the Order including the Priority Charge has been granted; (ii) an 
Event of Default has not occurred; and (iii) demand for payment has not been made, 
the Interim Facility shall be made available by an initial advance of $1,000,000 and 
thereafter multiple advances each in the minimum amount of $250,000. The initial 
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INTEREST RATE & 
PAYMENT: 

FEES: 

REPAYMENT: 

PERMITTED FEES, 
EXPENSES AND 
ENCUMBRANCES: 

advance shall be made available forthwith upon the Order being granted and 

provided promptly upon request by the Borrower and approved by the Proposal 

Trustee, and any subsequent advances shall be available on three (3) business days 

prior written request to the Lender and approved by the Proposal Trustee. All 

advances shall be subject to and consistent with the Interim Financing Budget (as 

defined below), approved by the Proposal Trustee and acceptable to the Lender as 
follows: 

(a) The proceeds of the Initial advance on the Interim Facility shall be advanced 
less the following: 

i. Lender Fees (including Lender Commitment Fee and wiring fees) on the 

full loan amount; and 
Ii. All reasonable costs, fees and expenses including legal fees plus HST 

incurred by the Lender In connection with the negotiation and preparation 

of the Term Sheet and the Interim Facility. 

(b) The proceeds of each additional advance under the Interim Facility shall be 

advanced less the following: (a) Lender Advance Fee of $750, (b) Lender Wiring 

Fee of $90, (c) an Interest adjustment payment to the 1st of the month 

thereafter; and (d) reasonable legal fees and disbursements, Including HST 

thereon. 

Interest shall be compounded and calculated monthly at the rate of 11% per annum, not 

In advance. Interest shall be payable: (i) monthly, in arrears, on the 1st day of each month 

until the full amount outstanding hereunder on account of the Interim Facility has been 

paid in full; (ii) in accordance with the Repayment section below; and (iii) upon Maturity 

(as hereinafter defined). 

Lender Commitment Fee - 2% of the maximum principal amount of the Interim Facility 

(the "Commitment Fee"). Should the Borrower execute this Term Sheet but subsequently 

obtain alternate Interim financing and not proceed with the financing contemplated 

herein, then the Commitment Fee shall nonetheless be immediately due and payable to 

the Lender. 
Lender Legal Fees, Disbursements and HST - To be determined by Lender's solicitor 

The Commitment Fee shall be earned and payable on the date that the Court Issues the 

Order approving the Interim Faclllty. 

Any amounts received in repayment of obligations owing under the Interim Facility shall 

be paid and applied as follows: (i) firstly, towards outstanding interest and costs payable 

hereunder; (ii) secondly, towards outstanding Permitted Fees and Expenses (as 

hereinafter defined); and (iii) thirdly, towards outstanding principal hereunder. 

The Borrower is to make principal repayments in the amount of $200,000 per month 

beginning in May 2021 through to and including September 2021. The Loan is to be repaid 

in full by September 30, 2021. 

Permitted Fees and Expenses and Permitted Encumbrances include: 

(a) All reasonable costs, fees (Including those set forth in Schedule C) and expenses 

including legal fees plus HST incurred by the Lender in connection with the 

administration of the Interim Facility including any enforcement of the Priority 

Borrower(s}/Guarantor(s) Initials:______ 1E t-
,-~~====~~===~====-wFU::1 43_; 
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LENDER'S SOLICITOR: 

TERMS OF LOAN & 
PREPAYMENT PRIVILEGE: 

REPRESENTATIONS AND 
WARRANTIES: 

Charge (all such fees and expenses shall be added to the Interim Facility and 
secured by the Priority Charge) to be deducted from each advance; and 

(b) The Administration Charge as defined in the Order which charge shall not exceed 
$150,000 and the Directors Charge as defined in the Order which charge shall not 
exceed $370,000. 

Joseph Fried - Fogler Rubinoff LLP - Tel: (416) 941-8836 • Email: ifried@foglers.com 

Tim Duncan - Fogler Rubinoff LLP-Tel: (416) 941-8817 - Email: tduncan@foglers.com 

The Interim Facility matures on the earlier of ("Maturity"): 
(a) The date that is 6 months from the date of the Order {or such later date as may 

be agreed to by the Lender {in its sole discretion); 
{b) The completion of a sale or sales of all or substantially all of the Borrower's 

Property, as approved by the Proposal Trustee and the Court; 
{c) The implementation of a Proposal within the Restructuring Proceedings, which 

has been approved by the requisite majority of the Borrower's creditors and by 
the Court; 

{d) The date on which the stay of proceedings under the Order expires without being 
extended or continued under the Restructuring Proceedings or on which the 
Restructuring Proceedings are terminated or dismissed; and 

{e) the date on which either of the Borrower becomes bankrupt or the stay is lifted 
to allow a filing of bankruptcy petition under the BIA or receivership or similar 
insolvency proceeding not otherwise stayed during the Restructuring 
Proceedings; and 

{f) The occurrence of an Event of Default. 

At the Lender's sole discretion, the Lender will agree to extend the term of the Interim 
Facility for an additional 3 months under the following scenarios: 

(a) a Proposal has been accepted by the requisite majority of creditors and approved 
by the Court; 

{b) the Borrower has commenced proceedings under the Companies' Creditors 
Arrangement Act and an initial order has been granted approving the Priority 
Charge and in a form acceptable to the Lender; 

{c) all conditions of this Term Sheet and the Interim Financing Documents have been 
met; or 

{d) the Borrower is not in default of the Interim Facility. 

All amounts outstanding or payable under the Interim Facility {including principal and all 
unpaid accrued interest under the Interim Facility and all fees and other amounts required 
to be paid by the Borrower hereunder and under the Interim Financing Documents) shall 
be due and payable in full on Maturity. 

The Interim Facility can be permanently repaid in whole (without any bonus upon 15 days 
written notice to the Lender) or in part {without any bonus at any time upon paying 1 
month's interest as a bonus and providing 15 days written notice to the Lender). 

Partial discharge provisions will be discussed and determined with the Borrower and the 
Proposal Trustee, as required, and based on the Interim Financing Budget. 

The Borrower represents and warrants to the Lender as of the date hereof, and as of the 
date of each advance under the Interim Facility that: 

Borrower(s)/Guarantor(s) Initials: _____ _ 
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PURPOSE OF LOAN: 

DEFAULT: 

(a) The approved Interim Financing Budget (as defined below) represents the 

Borrower's forecast as at the date of the Interim Financing Budget of the likely 

results of the operations of the Borrower during the period applicable thereto 

and, to the Borrower's knowledge, such results, subject to the assumptions 

contained therein, are achievable as provided therein; 

(b) There are no arrears for any statutory remittances, withholding taxes or other 

amounts that, if unpaid, would have the benefit of an encumbrance or deemed 

trust in priority to the Priority Charge or any security granted to the Lender by 

the Borrower pursuant to this Term Sheet, the Restructuring Proceedings and 

the Order including goods and services taxes under the Excise Tax Act (Canada) 

and any source deduction remittances to the Canada Revenue Agency, except 

those accruing in the normal course and not yet due. 

It is the Borrower's plan to restructure its financial affairs and pay back the Interim Facility 

over the term of the loan. The Borrower shall use the proceeds of the Interim Facility 

solely for the following purposes and in the following order, in each case during and for 

the purposes of the Borrower's pursuit of the plan or proposal In the Restructuring 

Proceedings: 

(a) to fund the reasonable and documented financial advisory fees and expenses, 

the reasonable and documented Proposal Trustee fees and expenses, and the 

reasonable and documented legal fees and expenses of counsel to the Lender, 

the Borrowers and the Proposal Trustee. It is agreed to and acknowledged by 

the Borrowers and the Lender that those fees and expenses Incurred to the date 

hereof and those provided for in the Interim Financing Budget as of the date 

hereof are reasonable; 
(b) to fund the payment of interest and other amounts payable under the Interim 

Facility under this Commitment in accordance with the terms hereof; 

(c) to fund the operating expenses of the Borrower necessary for the preservation 

of its business and assets during its insolvency proceedings in accordance with 

the Interim Financing Budget and cash flow projections; and 

(d) to fund such other costs and expenses as agreed to by the Lender, in writing. 

For greater certainty: 

(a) the Borrower may not use the proceeds of the Interim Facility to pay any pre

filing obligations of the Borrower without the prior written consent of the 

Lender, it being agreed by the Lender that such consent is not required for the 

Borrowers to pay: (i) amounts due to critical suppliers, as consented to by the 

Proposal Trustee; (ii) trade creditors in the ordinary course of business; and (iii) 

taxes, accrued payroll and other ordinary course liabilities, provided in each case 

that such amounts under items (i), (ii) and (iii) are included in the Interim 

Financing Budget or the Order; 
(b) the Interim Facility shall not be used to repatriate equity to the shareholders of 

the Borrower, to pay dividends, or to pay bonuses to employees, officers or 

directors of the Borrower, or to fund any non-arm's length transactions. 

The following events shall constitute events of default (each an "Event of Default"): 
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(a) If the Borrower fails to pay to the Lender when due any amount of principal, 
interest or other amounts under the Interim Facility, this Term Sheet, the Interim 
Financing Documents or otherwise, whether by acceleration or otherwise, 
including but not limited to, the monthly principal repayments of $200,000 per 
month between May 2021 and September 2021; 

(b) If the Borrower defaults in the observance or performance of any other non
financial term, covenant or condition in this Term Sheet, the Interim Financing 
Documents or any other agreement between the Lender and the Borrower 
entered into on or after the date hereof; 

(c) If the Borrower creates, incurs or permits to exist any indebtedness other than 
pre-existing debt, advances and accounts payable in the ordinary course of 
business subject to adherence with the Interim Financing Budget; 

(d) If the Borrower, other than as permitted herein or by court order, distributes 
funds to any pre-filing creditors, save for the Administration Charge without the 
Lender's consent or without further order of the court; 

(e) If Eligible Accounts Receivable, as reviewed and reported on by the Proposal 
Trustee to the Lender, at any time for any reason falls beneath the total sum of 
$1,000,000; 

(f) If the Lender determines, in its sole discretion, acting reasonably, that a material 
adverse change has occurred after the date hereof in respect of the business, 
affairs or financial condition of the Borrower or with respect to the value of the 
Property; 

(g) If any other charges (other than the administration Charge) are sought, granted 

or increased by court order and ranking in priority to, or pari passu with the 

Priority Charge without the prior consent of the lender, which consent may be 

unreasonably withheld; and that the Borrower will provide notice to the lender 

of any proceeding which could have an adverse effect on the Interim Facility; 

(h) If the Borrower fails to pay wages to the Borrower's employees or to remit source 
deductions as they become due from time to time but only with respect to those 
priority payments which rank ahead of the Lender; 

(i) If the Borrower fails to remit provincial sales taxes or goods and services taxes as 
they become due from time to time but only with respect to those priority 
payments which rank ahead of the lender; 

0) If any government or creditor exercises any remedy against any property or 
assets of the Borrower; 

(k) If any representations and warranties made by the Borrower in the Term Sheet 
prove to be incorrect in any material respect as of the date given; 

(I) If (i) the Order is varied without the consent of the lender or any other order is 
made which is or may be prejudicial to the Lender's interests, acting reasonably; 
(ii) the Order is vacated, stayed or set aside without the consent of the Lender; 
or (iii) the stay of proceedings in connection with the Restructuring Proceedings 
is terminated or lifted; or (iv) the Borrower defaults or breaches the Order; 

Borrower(s)/Guarantor(s) Initials:. _____ _ 

m===-=-===-==--=========-====-~====~-Jab 
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REMEDIES: 

(m) The granting of any Order that may adversely affect the Lender's rights; 

(n) If a receiver is appointed over any property of the Borrower or any judgment or 

order or process of any court becomes enforceable against the Borrower or any 

property of the Borrower or any creditor takes possession of any property of the 

Borrower; 

(o) If the Borrower ceases to carry on business; 

(p) If the Borrower becomes a bankrupt under the Bankruptcy and Insolvency Act; 

and 

(q) If any order is issued granting the removal or replacement of the Proposal Trustee 

(for greater clarity, Dodlck Landau Inc. must remain the Proposal Trustee while 

the Lender is Hlllmount). 

Upon the occurrence of an Event of Default, the Lender may immediately terminate the 

Interim Facility and: 
(a) All amounts outstanding under the Interim Facility hereunder and under the 

Interim Financing Documents shall, at the option of the Lender, immediately 

become due and payable; and 

(b) The Lender shall have the right to exercise all other customary remedies in 

accordance with the Order, including, without limitation, the right to enforce and 

realize on the Property. 

If there is a default hereunder or under the Interim Financing Documents, and the Interim 

Facility is accelerated, the Lender shall be entitled to charge a monitoring and 

management fee in respect of the liquidation process equal to 2.5% of the Interim Facility. 

ADDITIONAL CONDITIONS The Interim Financing Agreement will be entered into as soon as possible and after (a) 

AND REPRESENTATIONS: receipt of all requested documentation as indicated in this Term Sheet; and (b) the terms 

and conditions of this Term Sheet are fulfilled, including (but not limited to) the following: 

1. The Borrower obtaining the Order on terms acceptable to the Lender, including an 

Order: 

a) authorizing the Borrower to enter into and authorizing the Borrower to 

perform Its obligations under this Term Sheet and, if necessary, Interim 

Financing Documents; 

b) authorizing the Lender to effect such registrations, filings and recordings that it 

deems appropriate, in Its sole discretion, regarding the security granted to the 

Lender under the Priority Charge; 

c) granting the Lender the Priority Charge; 

d) granting the Lender the right, upon the occurrence of an Event of Default (as 

defined above) and pursuant to the Order, to enforce the rights and remedies 

available to It under the security documentation and pursuant to the law; 

=== ... B""'o""rr""'omw""e""r('"'s"")/G""""ua.,.ra""""'nt""'o""'r(""s),.,l""n""iti,,.al""s""': __ -...,-... -=-... -==-=_==_=_=-==========-====_,.,=====---... -=,,.,,======""""..,,...====-====WF!idt: 
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ONGOING REPORTING: 

e) prohibiting any further borrowing by the Borrower, without the prior written 
consent of the Lender; 

f) other than as provided herein or as in favour of the Lender as reasonably 
required pursuant to the terms herein, prohibiting the granting of any 
additional liens, charges, security interests or any other encumbrances upon 
the Property of the Borrower; 

g) requiring the Borrower to provide the Lender such reports, schedules and cash 
flows as is currently being provided to the Proposal Trustee; and 

h) declaring the Order, and the Priority Charge granted thereunder, binding upon 
a trustee in bankruptcy of the Borrower, receiver, receiver-manager or other 
similar representative in an insolvency context. 

2. Satisfactory confirmation that the Borrower is current on all its filings and all its 
deemed trust payments (i.e. WSIB, source deductions, HST). 

3. All property taxes on the Real Property to be current at the time of closing. Any 

arrears in property taxes must be paid in full prior to closing or from the Interim 
Facility but as approved by the Lender. The Borrower is to provide confirmation to 
the Lender, on a quarterly basis, that the property taxes are up to date. 

4. Please see Schedule "B" for additional terms of the Term Sheet which are not 
necessarily preconditions to the closing. 

5. Satisfactory review of adequate insurance on all Property by Lender's independent 
.insurance advisor. The Lender is to be designated as additional loss payee. The cost 
of the insurance review by the advisor is the responsibility of the Borrower. 

6. It is hereby agreed by and between the Lender and the Borrower that any monies 
tendered in respect of the Interim Facility payments or other payments due shall be 
paid by 1 p.m. on the business day upon which they are due. If received after that 
time (i.e. for computing interest), the monies will be deemed to be received the next 
business day. 

7. Satisfactory review of the appraisal of all machinery and equipment performed by 
Ray Brown of Leveredge Asset Solutions with the appraisal indicating a forced 
liquidation value of at least $1,000,000. The appraisal is to be in the Lender's name 
or a letter of transmittal is to be addressed to the Lender. Borrower to be responsible 

for appraisal fees. 

8. 
1. The Borrower is to provide such financial and other information as the Lender may 

reasonably request, from time to time, including, but not limited to: 

(a) Evidence of payment of all government priority payables within 15 days of their 

respective due dates; 

(b) Evidence of compliance with any material federal, provincial and municipal 
laws, regulations and policies in relation to its activities; 

Borrower(s)/Guarantor(s) Initials: _____ _ 
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ONGOING COVENANTS: 

(c) Weekly cash flow reporting in the form attached hereto as Schedule B being a 

rolling 13-week detailed cash flow forecast (the "Interim Financing Budget"), 
which is to be in form and substance satisfactory to the Lender. On Friday of 

each week, the Borrower, with the assistance of the Proposal Trustee, shall 

provide the Lender with an updated rolling 13-week cash flow forecast 

substantially in the form of the Interim Financing Budget (the "Updated Cash 

Flow") and a variance report (the "Cash Flow Variance Report"), certified by an 

officer of the Borrower, showing on a line-by-line basis the actual receipts and 

disbursements and the total available liquidity for the last day of the prior week 

and noting therein all variances on a line-by-line basis from the amounts in the 

Interim Financing Budget, with explanations for all material variances. The 

Lender may, in its sole discretion, acting reasonably, agree to substitute the 

Updated Cash Flow for the then current Interim Financing Budget, in which case 

the Updated Cash Flow shall thereafter be deemed to be the effective Interim 

Financing Budget for the purposes hereof; 

(d) Deliver to the Lender (i) Updated Cash Flows and Cash Flow Variance Reports in 

accordance with Section l(c) above and (ii) such other reporting and other 

information from time to time as is reasonably requested by the Lender; 

(e) Keep the Lender apprised on a timely basis of all material developments with 

respect to the business and affairs of the Borrower (including any changes to 

the strategy of the Borrower); 

(f) Notify the Lender forthwith of the occurrence of any Event of Default; 

(g) Allow the Lender, its officers, employees, agents, advisors and representatives 

full access to the Borrower's premises and all information and documentation 

of the Borrower and their affiliates on reasonable notice and during normal 

business hours and cause management thereof to fully cooperate with any such 

officers, employees, agents, advisors and representatives. 

2. Lender to be kept informed, in a timely manner, of the restructuring plan and process 
seeking draft restructuring framework. 

In addition to those covenants set out in the Security, the Borrower shall provide to the 
Lender the covenants provided below, together with any other covenants of the kind 
generally provided for in loan transactions of the kind contemplated herein or otherwise 
required by the Lender, the form and substance of which shall be determined by the 
Lender, in its sole and absolute discretion. Without limiting the scope of the covenants to 
be included in the Loan Agreement, the Borrower covenant as follows: 

(a) The Borrower shall provide the Lender through its Counsel with two business days 
advance notice of all court applications and filings made by them, together with 
copies of all related court materials; 

(b) the Borrower shall maintain systems of internal controls in respect of the 
Borrower's businesses acceptable to the Lender; 

Borrower(s)/Guarantor(s) Initials: _____ _ 
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SCHEDULES ATTACHED: The following attached schedule(s) form a part of this Term Sheet: 

Schedule A - Draft Interim Financing Order 
Schedule B - Conditions 
Schedule C - Interim Financing Budget 

This offer of interim financing will be open for acceptance by the Borrower until 5:00pm on February 9, 2021. In order to 

hold this opportunity open for acceptance, kindly indicate your intention to proceed to documentation to the Lender by 

5:00pm on February 9, 2021, together with a non-refundable deposit payable to the Lender In the amount of $20,000.00 

(the HDeposit"), representing a portion of the non-refundable Commitment Fee. The Deposit will be applied against costs 

incurred in respect of this Term Sheet and the Interim Financing Documents. 

Yours truly, 

~~ 
Hillmount Capital 
416-849-0322 
Lie. #10453 and #11925 
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ACCEPTANCE OF TERM SHEET BY BORROWER 

The Borrower hereby consents to the Lender obtaining credit and/or personal information on the Borrower from any source 

and each source is hereby authorized to provide such information to the Lender. 

I / We accept this Term Sheet and confirm that we have previously delivered to the Lender $20,000.00 as a Deposit 

representing a portion of the Commitment Fee. The Deposit is non-refundable. The Borrower acknowledges that the 

Deposit is a reasonable estimate of work costs incurred in sourcing, investigating, underwriting and preparing the DIP Loan 

Agreement. The Lender will issue an Interim Financing Agreement substantially in accordance with the terms and conditions 

outlined in this Term Sheet and we agree to forfeit the Deposit as liquidated damages, if because of our/ my default for 

any reason (including discrepancies from application), the loan is not advanced. Providing the loan is advanced fully, the 

Deposit will be applied towards the Lender Commitment Fee. 

Accepted this ___ day of _________ 2021. 

Rockshield Engineered Wood Products ULC 

Name: 
A.S.O. 
I have authority to bind the corporation. 

Borrower(s)/Guarantor(s) Initials:______ l!.J ~ 
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ACCRUED AND EARNED 
INTEREST 

REGUIATIONS 

ASSIGNMENT BY LENDER 

ADDITIONAL PROVISIONS 
$500.00 

$500.00 
$5,000.00 

$100.00 
$5,000.00 

$300.00 
$300.00 
$250.00 
$200.00 
$300.00 
$250.00 
$495.00 

$300.00 
$750.00 
$90.00 

SCHEDULE B - CONDITIONS 
Accrued interest calculated from the date that this Interim Facility is advanced to the Interest Adjustment Date will be deducted from the 
initial gross funds advanced. The Interest Adjustment Date is set at the Lender's option. The Borrower shall not be entitled to receive interest, 
if any, on any funds held in trust by the Lender. Any interest earned shall accrue to the Lender. 

The Real Property must comply with all municipal, provincial and federal statues, regulations and requirements. 

The Lender shall have the right to assign all or part of the of the Interim Facility in an amount to be determined by the Lender in consultation 
with the Monitor and subject to terms satisfactory to the Lender, subject to an Order of the Court being obtained. 

Our current schedule of administration and servicing fees Include (but not limited to) the following charges: 
Missed payment fee: Payable for each missed or late lnstallment payment and for replacing and processing each NSF cheque or returned 
payment for any charge on this property (ie 1" and/ or 2"" mortgagee) or any other creditor (ie utility company, property taxes, etc). 
Insurance: Payable for dealing with each cancellation, premium payment or other non-compliance with insurance requirements. 
Default: Payable for each act or proceeding instituted. 
Loan Statements: For preparation of each statement. 
Possession: For attending to take possession following default. 
Administration: For administering maintenance and security of the property in our possession, per day. 
Loan Discharge & Statement Fee: For discharge on one property. $100.00 for each additional property. 
Tax Default Fee: For failure by the Borrower to provide satisfactory confirmation of tax payments. 
Annual Tax Account Administration Fee: For administering and maintaining the tax account 
For each written request necessitated by the lender not replacing dishonoured cheques forthwith 
Failure to notify Lender of registration of lien by the Condominium Corporation for common maintenance arrears 
For each hour of administrative time spent by the Lender or its agent in dealing with Issues of default related to this loan. This rate does not 
apply to solicitor services 
Inspection Fee (per property) 
Advance Fee 
Bank Wire Transfer Fee 

The Lender reserves the right to charge reasonable fees for other administrative services. Renewal and renewal fee to be at the discretion of 
the Lender. In the event of a further occurrence of the administrative fees as set out herein, the administrative fees shall increase by a further 
sum of $50.00 and this shall be on a cumulative basis. 
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APPENDIX "C" 



30

Rodcshleld Engineered Wood Products ULC 
Wftkly CUii F1uw Fo-
Forthcpcriod rn.m FdJnlaty7, :aou loM1179, :zoa, 
b> tbomanda tcDN 

Wed< Eadlna Noln 14-Feb-21 :11°Feb-21 28-Feb-21 07-Mar-:11 14-Mar-:a• 21-Mar.21 28-)IU-SI 04-Apr.21 U•Apr-21 18-Apr.21 as•Ap•••u oa-Ma,r-:n 09-1\la)'-21 10TAL 

1 2 3 4 5 Ii 1 a ' 10 n u u 
Rettipm 
CUslomernuipu 2 861 865 867 868 169 870 870 870 1116 830 &IS 854 8'0 n.136 

O<hcr,-11!!! 3 150 I.SO 150 450 

T-i- 861 1015 867 868 869 1.0:ZO 870 87!1 __ 1116 980 8-15 8S4 8'0 11.581i 

Dilbanements 
l'n>dudionandallwr- 4 18l9) 19S11 (7M) (7121 (7UI (7121 (nl) (6651 16571 (li57) (515) ISlSI 15151 (11,896) 

Paynlll.andomplo,ftbmtfits s 14151 (360) 14151 13601 (41S1 13601 (2.]251 

Utilitit:s (US) (2151 (185) (615) 

Logir drposilS (l'ffllnds) I 14751 250 (22S1 

[ftSllJ'alltt 1851 (301 (Ill (126) 

ln5'po,-nll 171 IS) 171 ISI 171 151 1361 

lntttim lina!,rin5 In:...., 6 111 1381 111 1391 111 1421 11211 
T-i~ts 11.1141 11,5891 1n11 11.om [!!21 11.3501 17511 1!!21 !li571 11,2651 16421 l!IOSI 15»1 112.3451 

Set CUh Flow From <>Dnallons 14521 15741 95 12oe1 157 11301 119 90 149 12851 2Q) 1s11 329 ~ 

~ ...... & [liabun,mn,15 1 llJI un 151 1171 (91 151 11•1 191 151 (1021 

Fi~ndng ,,...n4...,.. 6 1301 1301 

EDC_..,ta 1171 1111 1171 1461 

-~ !!!I!!!- 13) 1131 13 39 

Ndeubftuw 14821 15741 42 123?1 153 1330! 89 81 l'4 12as1 189 1!21 324 19761 

<:ashBalaaee 

Opening Olsh Balancr S18 194 236 249 402 72 162 242 387 101 290 :zoo 
Add: Net c.._.i, tlaw 14821 j5741 42 j2371 153 j3l01 89 81 l'4 12as1 189 1901 324 19761 

Closing Coah 1141ance (bofo~ DIP lo;,nJ 14821 (56) 236 (II 402 72 162 242 387 IOI 290 zoo 524 19761 

Add: DIPloonocl.,,_l!!E!llWRIS) 8 1,000 250 2S0 121101 1,300 

Clos!!!& Cash llalonce lidlff l>IP!oan) 518 194 236 249 C02 72 162 242 387 IOI 290 2110 324 324 

Interim flrumdng 

Oponing interim fin,nci04 pn.,ilinn 1,000 1.250 1,250 I.SOO I.SOO I.SOO I.SOO 1,500 I.SOO I.SOO 1,500 1.500 

A,h-:an~s (rel?:!imenu.} R 1,000 no 2S0 12001 1,300 

Closiaig interim filWlrin!. Positinn 1.000 1,250 l.250 1,500 1,500 1,500 I.SOO 1,soo I.SOO 1,so0 I.SOO 1,500 1.300 1,300 



31

ROCKSHIELD ENGINEERED WOOD PRODUCTS ULC ("ROCKSI-IIELD") 
MAJOR ASSUMPTIONS 

CASH FLOW STATEMENT 
FOR THE PERIOD FEBRUARY 7, 2021 TO MAY 9, 2021 (THE "PERIOD") 

I. Rockshield's financial projections have been prepared for the purpose of meeting the 
requirements of the Bankruptcy and Insolvency Act. The projection is based on the hypotheses 
that: 

(I) Rockshield will complete a successful proposal; 
(2) Rockshield will continue production with the current staff at the current rates, current plant 
and staff capacity; 
(3) Rockshield will provide its critical vendors with deposits of up to $500,000 such that they 
will maintain Rockshield • s existing payments terms on all new purchases. It is further 
assumed that these deposits will be partially repaid on March 29. 2021 at the completion of 
peak harvest season. 
(4) Existing critical vendors will be repaid their pre-filing payables by the end of March 2021; 
and 
(4) Rockshield will pay certain critical vendors by way of cash on delivery (COD). 

2. Customer Collections 
Customer collections are composed of existing orders over the first five weeks in the Period. 
Thereafter, sales are forecast to continue the existing demand and unit prices. Rockshield 
currently collects its accounts receivable at a rate of 37% per week which is assumed to 
continue over the Period. 

3. Other Receipts 
Other receipts are composed of monthly HST refunds. Rockshield purchases product and 
supplies primarily from Canadian vendors and its sales are predominantly to US customers 
which puts Rockshield in a HST recovery position. 

4. Production and Other Expenses 
These amounts represent production supplies, freight, contracted services, operating supplies, 
outside repairs and maintenance, utilities and steam, fixed manufacturing costs. selling and 
general and administrative costs required to maintain Rockshield's operations and facility. 

5. Payroll, Employee Benefits and Payroll Taxes 
Rockshield has 165 employees and has forecast a similar level for the duration of the cash flow 
period. The payroll costs reflect expected costs over the period including salaries, source 
deductions and employee benefits. Payroll is paid bi-weekly one week in arrears and is funded 
by way of a third-party payroll service which remits all source deductions on behalf of 
Rockshield. Source deduction remittances are current. 

6. Interim Financing Interest, Fees and Costs 
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Rockshield has accepted an interim financing term sheet from a lender (the .. Lender") in the 
business of providing financing to companies in Court protection. At the time the Cash Flow 
Statement was prepared, the Lender was in the process of conducting its due diligence. For 
purposes of the Cash Flow Statement, Rockshield has assumed that the terms in the term sheet 
provided by the Lender will be the same terms that govern the actual financing commitment 
made by the Lender. 

Should a financing commitment be obtained from the Lender, it is forecast that commitment 
fees will total $30,000 plus lender legal costs. Interest is calculated at a rate of 11 % in 
accordance with the Lender's term sheet. 

7. Professional Fees 
Over the Period, professional fees of Rockshield's legal counsel, the Proposal Trustee, and the 
Proposal Trustee's legal counsel is estimated to total approximately $100,000 plus HST. 

8. Interim Financing 
Based upon the financing term sheet provided by the Lender to Rockshield and assuming that 
a commitment to fund will be made by the Lender following completion of its due diligence, 
the Lender will provide a first advance to Rockshield of $1,000,000 with two subsequent 
advances of $250,000 each. Based upon the timing of completion of the Lender's due diligence 
and receipt of Court approval of the financing arrangement by Rockshield, Rockshield 
estimated that the first advance will be received in the week ending February 14, 2021, the 
second in the week ending February 21, 2021 and the third in the week ending March 7, 2021 
and will be sufficient to finance Rockshield's cash flow needs in the Period. 
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