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COMMERCIAL LIST 

 

IN THE MATTER OF THE NOTICE OF INTENTION TO 

MAKE A PROPOSAL OF MUSKOKA GROWN LIMITED, A 

CORPORATION INCORPORATED UNDER THE LAWS OF 

ONTARIO 

 

FIRST REPORT OF THE PROPOSAL TRUSTEE 

 

May 5, 2020 

 
A. Farber & Partners Inc. (“Farber”), in its capacity as the trustee (the “Proposal Trustee”) in re the 

proposal of Muskoka Grown Limited (“Muskoka Grown”), hereby reports to the Ontario Superior 

Court of Justice (Commercial List) (the “Court”) as follows. 

INTRODUCTION 

1. On May 5, 2020, Muskoka Grown filed a Notice of Intention to Make a Proposal (the 

“NOI”) under Section 50.4 of the Bankruptcy and Insolvency Act  ̧R.S.C 1985, c. B-3, as 

amended (the “BIA”) and Farber was appointed as Proposal Trustee.  

2. The primary purpose of the NOI is to provide Muskoka Grown with temporary relief from 

creditors to allow it to carry on business while it formulates a plan to restructure its financial 

affairs.  

3. All references to monetary amounts in this first report of the Proposal Trustee (the “First 

Report”) are in Canadian dollars unless noted otherwise. 

PURPOSE OF THIS REPORT  

4. The purpose of this First Report is: 
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a. to report on Muskoka Grown’s cash-flow projection from the week ending May 8, 

2020 to the week ending July 31, 2020 (the “Cash Flow”); and  

b. to support Muskoka Grown’s motion, returnable May 6, 2020 (the “Motion”), for the 

relief outlined therein, including, amongst other things; 

i. approving a first ranking charge in an amount up to a maximum of $300,000 

(the “Administration Charge”), to secure the fees and disbursements of the 

Proposal Trustee (including in its capacity as trustee in bankruptcy, if 

applicable), counsel for the Proposal Trustee (including as counsel to the 

trustee in bankruptcy, if applicable), Dentons Canada LLP (“Dentons”), and 

Muskoka Grown’s counsel, Bennett Jones LLP (“Bennett Jones”);  

ii. approving a second ranking charge in an amount up to a maximum of 

$200,000 (the “Directors’ Charge”), to secure the indemnity provided by 

Muskoka Grown to its directors and officers against obligations and liabilities 

that they may incur as directors or officers of Muskoka Grown after the 

commencement of the within proceedings;  

iii. approving a third ranking charge in an amount up to a maximum principal of 

$4,000,000 (the “DIP Lender’s Charge”), to secure the debtor-in-possession 

loan facility (the “DIP Loan”), as described in the debtor-in-possession term 

sheet agreement dated May 5, 2020 (the “DIP Term Sheet”) between 

Muskoka Grown, as borrower, and Arthur Zwingenberger, as lender 

(“Zwingenberger” and, in such capacity, the “DIP Lender”); and 

iv. approving a 45-day extension of the time period to file a proposal with the 

Official Receiver to July 19, 2020. 

DISCLAIMER 

5. In preparing this First Report and making the comments herein, Farber has been provided 

with, and has relied upon certain unaudited, draft and/or internal financial information, 

company records, company prepared financial information and projections, discussions 
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with management and employees of Muskoka Grown, and information from other third-

party sources (collectively, the “Information”). Except as described in this First Report:  

a. Farber has reviewed the information for reasonableness, internal consistency and use 

in the context in which it was provided. Farber 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, and 

accordingly Farber expresses no opinion or other form of assurance in respect of the 

Information; 

b. In view of the purpose of the First Report, some of the financial information herein 

may not comply with generally accepted accounting principles; 

c. Some of the information referred to in this First Report consists of forecasts and 

projections, which were prepared based on management’s estimates and assumptions. 

Such estimates and assumptions are, by their nature, not ascertainable and, 

consequently, no assurance can be provided regarding the forecasted or projected 

results. Indeed, the reader is cautioned that the actual results will likely vary from the 

forecasts or projections, even if the assumptions materialize, and the variations could 

be significant;  

d. Farber has prepared this report in its capacity as Proposal Trustee in support of the 

Motion described in paragraph 4 of this First Report. The reader is cautioned that this 

report may not be appropriate for any other purpose and consequently should not be 

used for any other purpose; and 

e. Farber assumes no responsibility or liability for any loss or damage incurred by or 

caused to any person or entity as a result of the circulation, publication, re-production 

or use of or reliance upon this First Report.  Any use which any person or entity, other 

than the Court, makes of this First Report, or any reliance on or a decision made based 

upon this First Report is at such person’s or entity’s own risk. 
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BACKGROUND  

6. In support of the Motion, Muskoka Grown filed an affidavit of David Ascott, the Chief 

Financial Officer of Muskoka Grown, sworn May 5, 2020 (the “Ascott Affidavit”).  The 

Proposal Trustee has not repeated the information set out in the Ascott Affidavit in the First 

Report, except to the extent necessary. 

7. Muskoka Grown is a privately held corporation, incorporated pursuant to the laws of 

Ontario, and carries on business as a licensed producer of cannabis pursuant to the 

Cannabis Act, S.C. 2018 c.16 (the “Cannabis Act”) and the regulations thereunder. As of 

the date of the First Report, the Proposal Trustee understands that Muskoka Grown’s 

license under the Cannabis Act is in good standing and will remain valid until March 23, 

2021. 

8. Muskoka Grown is licensed to cultivate and process cannabis for recreational markets and 

to sell cannabis plant seeds, cannabis plants, dried cannabis and fresh cannabis to 

provincially/territorially authorized distributors and retailers. Muskoka Grown’s core 

business revolves around the production and sale of high quality, high potency, small-batch 

cannabis flower, which can be packaged and sold in bulk to other licensed producers, or 

sold in individually packaged units, as loose flower or pre-rolled cannabis cigarettes.  

9. Muskoka Grown carries on its primary business operations from a facility located in 

Bracebridge, Ontario at 50A Keith Road (the “Production Facility”). Muskoka Grown 

owns the Production Facility and two adjacent parcels of vacant land (the “Vacant 

Lands”).  

10. Muskoka Grown also leases separate commercial office space in Bracebridge at 440 

Eccelstone Drive, Unit C5 (the “Corporate Office”). The Proposal Trustee understands 

that the landlord of the Corporate Office is an arm’s length party. 

11. It is the Proposal Trustee’s understanding that Muskoka Grown owns the following 

personal property assets (the “Personal Property”):  

a. Dried flower inventory at various stages of processing and readiness for sale; 
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b. Biological assets (i.e. cannabis plants) at various stages of the growth cycle; 

c. Equipment for growing, trimming, storing, processing, packaging and testing product; 

and 

d. Office furniture and fixtures.  

12. The Proposal Trustee understands that Muskoka Grown owns all shares of 2634436 

Ontario Inc. (“263”), which was previously incorporated for the sole purpose of purchasing 

and holding 8 acres of the Vacant Lands. 263 subsequently transferred its portion of the 

Vacant Lands to Muskoka Grown on or about December 17, 2018. Muskoka Grown 

advised the Proposal Trustee that 263 is effectively an empty shell corporation with no 

assets, liabilities or current business activities.  

13. Muskoka Grown has 47 employees, consisting of salaried and hourly employees. Of the 47 

employees, 39 work primarily at the Production Facility, 6 work primarily at the Corporate 

Office, and 2 work remotely. Muskoka Grown’s employees are not unionized and Muskoka 

Grown does not sponsor a registered pension plan.   

CREDITORS 

14. As of May 4, 2020, Muskoka Grown’s creditor list included in its NOI filing lists (i) 

secured creditors of Muskoka Grown with claims totalling approximately $8,360,000, (ii) 

preferred creditors of Muskoka Grown with claims totalling $125,000, and (iii) unsecured 

creditors of Muskoka Grown with claims totalling approximately $7,001,000.  A copy of 

the NOI, which includes Muskoka Grown’s sworn Statement of Affairs (the “Statement 

of Affairs”) listing its creditors with claims of more than $250, is attached hereto as 

Appendix “A”. 

Secured Creditors 

15. 1035065 Ontario Ltd. (the “VTB Mortgagee”) is the first ranking mortgagee to the real 

property on which the Production Facility is situated (the “Improved Land” and, together 

with the Vacant Lands, the “Real Property”). Muskoka Grown entered into a vendor-take-

back mortgage agreement with the VTB Mortgagee as partial consideration for the 
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purchase price of the Improved Land. Muskoka Grown advises the Proposal Trustee that 

Muskoka Grown owes the VTB Mortgagee $197,349.00 in mortgage loan principal.  

16. Zwingenberger is the second ranking mortgagee in respect of the Improved Land and the 

first ranking mortgagee in respect of the Vacant Lands. Zwingenberger holds a $10,000,000 

charge on the Improved Land and the Vacant Lands. Muskoka Grown advises the Proposal 

Trustee that Muskoka Grown owes Zwingenberger $5,201,843 in outstanding mortgage 

loan principal and interest. The Proposal Trustee notes that Mr. Zwingenberger converted 

approximately $5,000,000 of debt to equity on or about January 9, 2020; and is also a 

guarantor of the RBC Credit Facilities (defined below). 

17. As of the date of this First Report, Royal Bank of Canada (“RBC”) is the operating lender 

of Muskoka Grown. As described in greater detail in the Ascott Affidavit, RBC made loan 

facilities available to Muskoka Grown, including a revolving operating demand loan, 

corporate credit cards and a temporary revolving loan facility to address specific challenges 

relating to the COVID-19 pandemic (together, the “RBC Credit Facilities”). As of the 

date of this First Report, the total aggregate principal indebtedness in respect of the RBC 

Credit Facilities is approximately $2,200,000  

18. As security for the RBC Credit Facilities, Muskoka Grown granted RBC, among other 

things, a general security agreement made as of May 29, 2019 (the “General Security”). 

RBC appears to be the senior secured creditor in relation to the Personal Property, with a 

financing statement registered pursuant to the Personal Property Security Act, R.S.O. 1990, 

c P.10, as amended (the “PPSA”), in priority to all other registrants. Zwingenberger 

guaranteed the RBC Credit Facilities and, to support his guarantee, provided cash collateral 

in the form of a $2,000,000 GIC. The Proposal Trustee understands that Zwingenberger is 

in the process of completing a transaction to receive an assignment of the RBC General 

Security. 

19. The following additional parties have also registered financing statements, pursuant to the 

PPSA, against Muskoka Grown:  
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a. Muskoka Community Futures Development Corporation (listed as Nord-Aski 

Regional Economic on Muskoka Grown’s creditor list) (“Community Futures”) in 

respect of a general security agreement dated September 9, 2017; and 

b. Nitrotin Inc. (“Nitrotin”) in respect of specific canning and packaging equipment. 

20. Community Futures made credit facilities available to Muskoka Grown in the total 

principal amount of $500,000 (the “Community Futures Credit Facilities”).  As security 

for the Community Futures Credit Facilities, Muskoka Grown granted in favour of 

Community Futures, inter alia, a general security agreement over the Personal Property of 

Muskoka Grown.  As at the date of this Report, Muskoka Grown is indebted to Community 

Futures in the approximate amount of $466,206 for principal and interest, plus costs.   

21. On or about February 3, 2020 Muskoka Grown entered into an Equipment Lease 

Agreement with Nitrotin Inc. ("Nitrotin") (the "Nitrotin Agreement") for the lease of 

specific canning and packaging equipment (the “Nitrotin Equipment”) located at the 

Production Facility. The Nitrotin Agreement expired on May 4, 2020. The Proposal Trustee 

understands that Muskoka Grown intends to negotiate a new lease or lease renewal with 

Nitrotin.  

22. Muskoka Grown advises the Proposal Trustee that a secured convertible debenture was 

issued by Muskoka Grown in favour of Leslie Ann Gallagher in the amount of $450,000. 

As of the date of this First Report, the Proposal Trustee has not received or reviewed any 

documentation relating to the convertible debenture. The Proposal Trustee also notes that 

there are no security registrations in favour of Leslie Ann Gallagher on title to the Real 

Property, nor are there financing statements registered in accordance with the PPSA.  

23. The Ascott Affidavit reflects that 2089871 Ontario Limited holds a construction lien on the 

Real Property in the amount of $168,849. The Proposal Trustee has not yet received any 

information or documentation from Muskoka Grown relating to this debt. 

Preferred Creditors 
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24. Muskoka Grown has listed $125,000 in debts to its employees for outstanding wages and 

vacation pay on its Statement of Affairs. The Proposal Trustee understands that this figure 

is an estimate based on best available information at the time the Statement of Affairs was 

prepared and that the actual amount of unfunded gross wages and vacation pay is closer to 

$37,000. As per the Cash Flow and the Ascott Affidavit, Muskoka Grown intends to pay 

these outstanding gross wages in full using funding from the DIP Loan.  

Unsecured Creditors 

25. Muskoka Grown has approximately 127 unsecured creditors, not including employees, 

with aggregate total unsecured debt of approximately $7 million. The group of unsecured 

creditors comprises, inter alia: 

a. 22 private investors (not including the debt to Leslie Ann Gallagher described above) 

owed an aggregate total of approximately $3,065,000; 

b. Third party goods and services suppliers in the amount of approximately $3,500,000;  

c. Rent arrears to the landlord of the Corporate Office in the amount of approximately 

$5,085; 

d. public utilities;  

e. government agencies; and 

f. David Grand, Muskoka Grown’s founder and Chief Executive Officer, for deferred 

salary and expenses of approximately $585,000. 

 

FINANCIAL DIFFICULTIES AND NOI FILING 

26. Since its inception, Muskoka Grown’s operations have been funded almost exclusively 

through trade credit, debt financing and equity investments. Muskoka Grown has expended 

a considerable amount of time, effort and money on building the Production Facility, 

developing proper growing and operating procedures, ensuring compliance with its 
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licensing requirements under the Cannabis Act, and improving the quality of its product. 

Muskoka Grown had no revenue during the fiscal year ending September 30, 2018. 

27. Muskoka Grown did not initially purchase proven plant genetics and, instead, attempted to 

develop its own genetics from seed. Muskoka Grown was unable to consistently produce 

high quality cannabis flower, with several of the batches producing inconsistent tests for 

tetrahydrocannabinol (more commonly known as “THC”) content and potency. 

Nevertheless, sale of cannabis product commenced in fiscal year 2019.  Muskoka Grown 

was previously unable to sell the inventory having inconsistent THC levels (the “Salad 

Inventory”) as flower intended for end-user consumption, and instead kept the Salad 

Inventory in storage.  

28. In the fiscal year ending September 30, 2019, Muskoka Grown had revenues of 

approximately $2.8 million but posted a loss of over $4.2 million. In the prior fiscal year 

ending September 30, 2018, Muskoka Grown had no revenue and posted a loss of 

approximately $2.7 million. 

29. Interim management statements prepared by Muskoka Grown (appended to the Ascott 

Affidavit as Exhibit D) reflect that revenues over a 6-month period have fallen short of 

expectations. For the interim fiscal period ending March 31, 2020, Muskoka Grown reports 

$741,778 of revenue and a loss of $1,791,366.  

30. Muskoka Grown has been operating at unsustainable monthly losses and has consequently 

reached the limit of its revolving operating loan with RBC. Muskoka Grown advised its 

principal secured creditors, RBC and Zwingenberger, of its precarious financial position 

and that it would require some time and liquidity to get to the point of consistent product 

quality, consistent sales and normalized cash flow. Based on cash availability, Muskoka 

Grown is currently unable to (i) pay for necessary testing and Certificates of Analysis 

required to sell dried cannabis, (ii) pay its employees, and (iii) fund general overhead 

expenses of the business.  
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31. As a result of Muskoka Grown’s financial difficulties, Muskoka Grown engaged Farber to, 

inter alia, assist with the analysis of restructuring options, and help formulate a plan to 

address Muskoka Grown’s liquidity issues.  

32. Subsequently, Muskoka Grown has engaged in discussions with Zwingenberger, who has 

agreed to support this insolvency proceeding and provide the DIP Loan to Muskoka Grown, 

subject to Court approval, to cover operational and restructuring costs in accordance with 

the Cash Flow.    

PURPOSE OF NOI  

33. The purpose of the NOI is to provide Muskoka Grown with temporary relief from its 

creditors to allow it time to work with its advisors to develop a proposal that will be 

acceptable to the requisite majority of creditors. In addition, Muskoka Grown requires the 

NOI proceedings and the relief requested in the Motion to secure the working capital 

needed to finance operations for the period covered by the Cash Flow, while assessing if 

Muskoka Grown’s business is viable and profitable moving forward. 

34.  Muskoka Grown’s plan under the NOI proceedings involves, inter alia:  

a. harvesting, processing, testing and selling its new crop of cannabis flower, which it 

expects to be of consistent quality and high potency (the “Monocrop Inventory”);  

b. selling its Salad Inventory at best available rates at the discretion of Muskoka Grown’s 

management, which may result in sales at commodity price rates for biomass to other 

cannabis producers licensed for extraction; 

c. identifying and correcting expensive operational inefficiencies; 

d. exploring the possibility of selling the Vacant Lands to help finance its current 

operational cash flow shortfall; and 

e. if actual cash flow does not meet expectations, further explore its options for a going 

concern sale of the business to maximize value for creditors.  
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35. Given that the Monocrop Inventory will not be harvested until the end of May, and will 

require additional time and effort to adequately prepare the product for market, the Proposal 

Trustee believes that the 30 days of temporary relief provided by the NOI is not an adequate 

period of time to develop a proposal for creditors or to assess the profitability of the 

business. Accordingly, the Proposal Trustee supports Muskoka Grown’s request for a 45-

day extension of the stay and time within which Muskoka Grown must file a proposal.  

ANALYSIS OF CASH-FLOW 

36. The Proposal Trustee has reviewed certain of Muskoka Grown’s Information from the 

fiscal year ended September 30, 2018 onwards, as well as Muskoka Grown’s projected 

Cash Flow for the period of the week ending May 8, 2020 to the week ending July 31, 

2020.  A copy of the Cash Flow, including notes and assumptions attached thereto, to be 

filed with the Official Receiver, are attached hereto as Appendix “B”.  

37. Muskoka Grown is projecting to incur an operational shortfall over the 13-week period 

covered by the Cash Flow. Muskoka Grown advises the Proposal Trustee that its Cash 

Flow sales projections are conservatively forecast based on the opinion of Muskoka 

Grown’s management. 

38. With working capital available through the DIP Loan, the Proposal Trustee anticipates that 

Muskoka Grown will have enough liquidity to pay its obligations during the requested 

extension period.   

39. The foregoing Cash Flow projection is wholly contingent on, inter alia, the continued 

support of Zwingenberger, in his capacity as DIP Lender and as an otherwise significant 

stakeholder in Muskoka Grown.  

40. Given the current social and economic challenges present due to the COVID-19 pandemic, 

if Muskoka Grown is immediately forced to liquidate on a forced liquidation basis, the 

secured creditors may sustain a significant loss on their security and the unsecured creditors 

may end up with no recovery.   
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ADMINISTRATION CHARGE 

41. Muskoka Grown is seeking an Administration Charge up to the maximum of $300,000, 

which will have priority over all claims against Muskoka Grown.  The beneficiaries of the 

Administration Charge are the Proposal Trustee (including Farber in its capacity as trustee 

in bankruptcy, if applicable), its counsel and counsel for Muskoka Grown.  

42. Zwingenberger, in his various capacities as DIP Lender, first ranking secured creditor over 

the Personal Property, first ranking secured creditor over the Vacant Lands, and second 

ranking secured creditor over the Improved Land and Production Facility, has been 

consulted regarding the Administration Charge and consents to same.  

43. As of the date of the First Report, the Proposal Trustee has not been advised of any 

opposition to the Administration Charge. The Proposal Trustee will advise the Court at the 

hearing of the Motion if there is opposition. 

DIRECTORS’ CHARGE 

44. Muskoka Grown has requested that the Court grant a Directors’ Charge, up to a maximum 

of $200,000, in favour of the directors and officers involved in the management of 

Muskoka Grown, to indemnify the directors and officers should Muskoka Grown fail to 

pay certain obligations after the filing of the NOI which may give rise to personal liability 

of the directors and officers.  

45. Muskoka Grown’s directors and officers’ insurance policy expires on May 10, 2020 (the 

“Current D&O Policy”). The Proposal Trustee understands that the insurance provider is 

no longer in the business of providing directors and officers’ insurance policies and is 

therefore unwilling to renew the Current D&O Policy. The Proposal Trustee also 

understands that Muskoka Grown has been unable to source alternative insurance for its 

directors and officers. Muskoka Grown is exploring the option to purchase long tail 

coverage for a 365-day period for claims related to the Current D&O Policy. 

46. The Proposal Trustee is of the view that, under the circumstances,  
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a. the Directors’ Charge is reasonable to provide to the directors and officers with 

security during the restructuring proceeding; and 

b. the quantum of the Directors’ Charge is a reasonable and conservative estimate for 

three weeks’ gross employee wages and vacation pay (including source deductions), 

and sales tax.  

47. As of the date of the First Report, the Proposal Trustee has not been advised of any 

opposition to the Directors’ Charge. Zwingenberger does not oppose the Director’s Charge. 

The Proposal Trustee will advise the Court at the hearing of the Motion if there is 

opposition. 

DIP LENDER’S CHARGE 

48. Muskoka Grown has requested that the Court grant a DIP Lender’s Charge, up to a 

maximum principal amount of $4,000,000, in favour of the DIP Lender in respect of the 

DIP Loan.  

49. The Proposal Trustee has reviewed the DIP Term Sheet and is of the opinion that the terms 

of the DIP Loan are reasonable. Relevant terms of the DIP Term Sheet include, inter alia: 

a. maximum credit amount: $4,000,000 as a revolving credit facility, to be transferred to 

Muskoka Grown on an as required basis; 

b. interest rate: Per annum rate of 10%, with interest accrued daily and paid monthly; 

c. upfront Fee (as defined in the DIP Term Sheet): $80,000, equal to 2% of the maximum 

credit amount; and 

d. advances under the DIP Loan will be transferred to a segregated account to be 

administered by Proposal Trustee which shall release the funds to Muskoka Grown 

upon any one of the following conditions being satisfied: (i) Muskoka Grown 

delivering to the Proposal Trustee a list of payments to be made with the requested 
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draw which is consistent with the Agreed Budget; (ii) the written consent of the DIP 

Lender; or (iii) Court order.  

50. The Proposal Trustee understands that Muskoka Grown was previously discussing options 

to obtain financing through another lender, however, the DIP Term Sheet is the only 

commitment received to date. The Proposal Trustee believes that the terms of the DIP Term 

Sheet are reasonable and are comparable to recent comparable DIP financing terms. 

Muskoka Grown is in desperate need of working capital to fund operations and the DIP 

Lender is a party with a significant economic interest in Muskoka Grown.  

51. The Proposal Trustee is of the view that:  

a. the DIP Loan provides Muskoka Grown with the liquidity it needs to continue 

operations while it formulates a proposal for creditors; and  

b. the quantum of the DIP Lender’s Charge is a reasonable amount given the liquidity 

requirements identified in the Cash Flow.  

52. As of the date of the First Report, the Proposal Trustee has not been advised of any 

opposition to the DIP Lender’s Charge. The Proposal Trustee will advise the Court at the 

hearing of the Motion if there is opposition. 

EXTENSION OF THE TIME TO MAKE A PROPOSAL 

53. The initial 30-day stay period granted upon the filing of the NOI expires June 4, 2020.  

54. As detailed above, the proposed extension is necessary to allow Muskoka Grown to sell 

the Salad Inventory, ready its rolling Monocrop Inventory for sale, explore the option of 

selling the Vacant Lands, and identify restructuring options most advantageous to Muskoka 

Grown and its creditors.  Muskoka Grown is acting in good faith and with due diligence in 

formulating a plan that would yield the highest recovery to its creditors.   

55. The Cash-Flow contemplates that DIP Loan, Salad Inventory sales and Monocrop 

Inventory sales will fund operations during the period covered by the Cash-Flow only. It is 
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IN THE MATTER OF THE PROPOSAL OF 
MUSKOKA GROWN LIMITED 

OF THE TOWN OF BRACEBRIDGE, IN THE PROVINCE OF ONTARIO 
 
 

CONSENT TO ACT AS TRUSTEE 
 

A. Farber & Partners Inc. hereby consents to act as Trustee in re the Proposal of 

Muskoka Grown Limited. 

DATED AT TORONTO this 29th day of April, 2020. 
 
 

A. FARBER & PARTNERS INC. 
Per: 

 
 
 

           ___________ 
      Hylton Levy,  CPA, CA, CIRP, LIT 



District of Ontario
Division No. 03 - Barrie
Court No. 31-2643278
Estate No. 31-2643278

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

Muskoka Grown Limited
Insolvent Person

A. FARBER & PARTNERS INC.
Licensed Insolvency Trustee

Date of the Notice of Intention: May 05, 2020

CERTIFICATE OF FILING OF A NOTICE OF INTENTION TO MAKE A PROPOSAL
Subsection 50.4 (1)

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.

Date: May 05, 2020, 16:18
E-File/Dépôt Electronique Official Receiver

151 Yonge Street, 4th Floor, Toronto, Ontario, Canada, M5C2W7, (877)376-9902
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APPENDIX B 



MUSKOKA GROWN LIMITED Court No. 31-2643278
Statement of Projected Cash Flow Estate No. 31-2643278
For the 13-week period ending July 31, 2020

Week No. 1 2 3 4 5 6 7 8 9 10 11 12 13
Week Ending 8-May 15-May 22-May 29-May 5-Jun 12-Jun 19-Jun 26-Jun 3-Jul 10-Jul 17-Jul 24-Jul 31-Jul TOTAL

Cash In-Flows
Sales -               -               15,000         241,160       -               -               169,204       201,164       105,600       295,684       225,481       362,026       -               1,615,319    
HST Refund -               -               -               -               -               -               -               -               -               -               -               -               90,000         90,000         
Other -               -               -               -               -               -               -               -               -               -               -               -               -               -               

Total Cash In-Flows -               -               15,000         241,160       -               -               169,204       201,164       105,600       295,684       225,481       362,026       90,000         1,705,319    

Cash Out-Flows
Employee and Management Compensation 153,345       -               118,451       -               127,233       -               133,311       -               138,113       -               138,751       -               138,113       947,315       
Utilities -               -               35,000         -               -               135,328       -               -               5,000           130,328       -               5,000           -               310,656       
Operational Expenses 27,350         93,250         19,000         20,471         66,072         15,250         11,718         7,938           57,105         51,750         9,000           -               39,491         418,395       
SG&A Expenses 25,000         27,900         22,000         49,150         5,000           7,900           2,000           2,000           5,150           7,900           2,000           2,000           5,150           163,150       
Insurance 51,000         -               38,000         -               -               -               16,218         -               -               -               -               16,218         -               121,436       
Processing Equipment - Capex -               -               130,592       24,000         30,000         20,000         -               -               -               -               -               -               -               204,592       

Total Operational Cash Out-Flows 256,695       121,150       363,043       93,621         228,305       178,478       163,247       9,938           205,368       189,978       149,751       23,218         182,754       2,165,544    

Operational Cash Flow (256,695)      (121,150)      (348,043)      147,539       (228,305)      (178,478)      5,957           191,226       (99,768)        105,706       75,730         338,808       (92,754)        (460,225)      

Less Total Financing Costs 94,499         2,885           2,885           2,885           36,874         3,846           3,846           3,846           36,963         3,846           3,846           3,846           37,051         237,117       

Less Total Restructuring Costs 42,000         190,000       -               105,000       -               90,000         -               80,000         -               80,000         -               75,000         -               662,000       

Net Cash Flow (393,193)      (314,035)      (350,927)      39,654         (265,179)      (272,324)      2,111           107,380       (136,730)      21,860         71,884         259,962       (129,805)      (1,359,343)   

Debtor-in-Possession Loan (DIP)
Borrowings / (Repayment) 1,500,000    -               -               -               500,000       -               -               -               -               -               -               -               -               2,000,000    

Starting Cash Availability (85,777)        1,021,030    706,995       356,068       395,722       630,543       358,219       360,330       467,710       330,979       352,839       424,723       684,685       
Ending Cash Availability 1,021,030    706,995       356,068       395,722       630,543       358,219       360,330       467,710       330,979       352,839       424,723       684,685       554,880       

This Statement of Projected Cash Flow, prepared in accordance with s.s. 50(6) and/or s.s. 50.4(2) of the
Bankruptcy and Insolvency Act , should be read in conjunction with the Trustee's report on
the reasonableness of the cash flow statement.

A. FARBER & PARTNERS INC., LIT MUSKOKA GROWN LIMITED
The Trustee appointed in re  the Proposal of 
Muskoka Grown Limited

Per: Hylton Levy, CA, CPA, CIRP, LIT Per:  David Grand, A.S.O.
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MUSKOKA GROWN LIMITED 

(the “Company”) 
 

NOTES TO AND ASSUMPTIONS UNDERLYING THE STATEMENT OF PROJECTED 
CASH FLOW FOR THE PERIOD OF THE WEEK ENDING MAY 8, 2020 TO THE WEEK 

ENDING JULY 31, 2020 
 
NOTES 
 
1. The purpose of the statement of projected cash flow for the period from the week ending 

May 8, 2020 to the week ending July 31, 2020 is to comply with the provisions of the 
Bankruptcy and Insolvency Act. 

 
 
HYPOTHETICAL ASSUMPTIONS 
 
An assumption that assumes a set of economic conditions or courses of action that are not 
necessarily the most probable in the insolvent person's judgment but are consistent with the 
purpose of the cash-flow projection. 
 

1. On May 5, 2020, the Company filed a Notice of Intention to Make a Proposal (“NOI”) and 
named A. Farber & Partners Inc. as the Licensed Insolvency Trustee acting under the 
NOI (the “Proposal Trustee”). The Company’s principal secured creditor, Arthur 
Zwingenberger, will continue to support the Company and its restructuring efforts by 
providing debtor-in-possession financing (the “DIP Loan”) to the Company to address its 
liquidity concerns, provided that, among other things:  

 
a. the Court grants him a first-ranking charge over all assets, property and 

undertaking of the Company in respect of the DIP Loan; and 
 

b. the Company’s performance during the NOI does not materially deviate from the 
cash flow projections. 

 
2. Sales: Operating revenue projections for the period covered by this cash-flow are based on 

the estimates of the Company’s management. There is limited historical data to support sales 
projections. Sales projections and turnover rates are therefore based on estimates of the 
Company’s management. 
 

a. Mono-crop inventory, which is projected by the Company’s management to be high 
quality, high potency cannabis, is in high demand and is inherently more saleable 
than salad inventory.  

 
b. Salad inventory, which is dried cannabis with inconsistent test results on quality and 

potency, has a lower demand in the market. The Company is attempting to sell the 
salad inventory as dried cannabis intended for end-user consumption, however, if 
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that is not feasible, it will be sold in bulk to other licensed producers, who are 
engaging in cannabis extraction processes, at biomass commodity rates.  

 
 

3. Processing Equipment – Capex: Capital expenditures that the Company’s management 
advise are necessary for (i) improving production capabilities and efficiencies, (ii) keeping 
cost of goods throughputs down, and (iii) limiting the amount of disruption that has been 
caused in the past by using third party goods and service providers. These capital 
expenditures have been approved by the Company’s primary secured lender and DIP Loan 
provider. 

 
 
PROBABLE ASSUMPTIONS 
 
An assumption that the insolvent person believes reflects the most probable set of economic 
conditions and planned courses of action; they are suitably supported, consistent with the plans 
of the insolvent person and provide a reasonable basis for the revised cash-flow statement. 
 
1. The Company is seeking the Court’s approval of certain relief, including charges to 

secure (i) the DIP Loan, (ii) professional fees of the Proposal Trustee, its legal counsel 
and the Company’s legal counsel, and (iii) the Company’s indemnity in favour of its 
directors and officer, in lieu of insurance, for any debts of the Company of which the 
directors and officers may become personally liable.  

 
2. The DIP Loan will be made available to the Company to fund ongoing operational costs, 

approved capital expenditures and restructuring costs, as provided for in this cash flow 
projection. 
 

3. Sale terms vary by customer and, accordingly, collection of accounts receivable is based on 
estimates made by management of the Company.  

 
4. Collection of accounts receivable is based on management’s estimate of customer 

payment histories and internal estimates.  To be conservative, provision has been made 
for uncertainties relating to collection of receivables in a restructuring mode. 

 
5. Only essential expenses will be paid, and suppliers will continue to supply the company 

all its needs on a C.O.D. basis during the period covered by this cash flow. The payments 
are expected to relate to mortgage payments, materials, utilities, insurance, supplies, 
product testing, financing fees and professional fees. 
 

6. Employees and Management Compensation: This line item is inclusive of (i) wages and 
vacation pay for 32 production staff, paid by the hour; (ii) bi-weekly salaries for 15 salaried 
management staff; (iii) compensation to the CEO; and (iv) payments to the employee benefits 
provider. Gross wages and salaries include employer and the employee portion of current 
payroll taxes deducted at the source. Payroll is processed by the company on a bi-weekly 
basis using a third-party payroll service provider. 
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7. Production staff payroll is expected to be increased over the period provided for in this cash 

flow to increase efficiencies relating to hand-trimming of dried flower and prepare the product 
for market quicker. 
 

8. Utilities: line item includes provision for a potential deposit for continuation of services after 
the filing of the NOI.  

 
9. Insurance: Includes the Company’s insurance of (i) the facility and real property; (ii) 

corporate and general liability policies; (iii) and long-tail directors and officers insurance. 
These first two policies are due for renewal in the third week of May. The directors and officers 
long-tail coverage is in respect of a policy that expires on May 10, 2020. Management of the 
Company have identified this as a critical expense to ensure that the Company’s directors 
and officers continue to assist through the restructuring.  
 

10. SG&A Expenses: This line item is inclusive of costs for: (i) marketing; (ii) telecommunication; 
(iii) bank fees; (iv) excise tax stamp deposit to Receiver General; (v) corporate office rent; 
and (vi) other contingency items. 
 

a. Marketing, telecommunication, bank fees and corporate office rent are self-
explanatory. 
 

b. Excise tax stamp deposit: The deposit or surety required to be paid to the Receiver 
General in respect of future monies due under the Excise Tax Act, 2001 (Canada). 
The Company has committed to this deposit as the highest monthly amount 
calculated as owing for excise taxes over the previous 12-month period.  

 
c. Other contingency items: Includes payment of (i) approved expense 

reimbursement, (ii) deposits to other utilities or goods and service providers, and (iii) 
general overhead not accounted for in the other line items, such as postage, office 
supplies, contingencies and other small office expenses. 

 
11. Management have estimated professional fees during the period covered by the cash 

flow projection based on advice from the affected professions. These fees will be dictated 
by the level of activity required by the Company’s legal counsel, the Proposal Trustee 
and its legal counsel. 
 

12. Other: Includes payment of (i) approved expense reimbursement, (ii) deposits to other 
utilities or goods and service providers, and (iii) general overhead not accounted for in the 
other line items, such as postage, office supplies, contingencies and other small office 
expenses. 
 

13. Financing Costs: All line items under this subheading refer to ongoing secured 
obligations of the Company. 

  
14. Starting cash availability is negative due to the outstanding amount due to the remaining 
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secured indebtedness due to Royal Bank of Canada (the “RBC Debt”). The RBC Debt is 
projected to be discharged through cash flow.  

 
15. The DIP Loan will be funded to the Company in accordance with the provisions of the 

term sheet agreement between Arthur Zwingenberger and the Company. For the 
purposes of this cash flow projection, advances have been projected to be provided to 
the Company on an as required basis.  

 
 
This Statement of Projected Cash Flow of Muskoka Grown Limited prepared in accordance 
with s.s. 50.4(2) and/or s.s. 50 (6) of the Bankruptcy and Insolvency Act should be read in 
conjunction with the Trustee's report on the reasonableness of the cash flow statement. 
 
DATED AT VAUGHAN this 5th day of May 2020. 
 
A. FARBER & PARTNERS INC., LIT 
THE TRUSTEE ACTING IN RE 
THE PROPOSAL OF MUSKOKA GROWN LIMITED 
 
 
 
Per: Hylton Levy, CPA, CA, CIRP, LIT 
 
 
DATED AT BRACEBRIDGE this 5th day of May 2020. 
 
MUSKOKA GROWN LIMITED 
 
 
 
Per: David Grand, A. S. O. 
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IN THE MATTER OF THE PROPOSAL OF 

MUSKOKA GROWN LIMITED 
A COMPANY DULY INCORPORATED PURSUANT TO THE LAWS OF THE PROVINCE 

OF ONTARIO, WITH A HEAD OFFICE IN THE 
CITY OF BRACEBRIDGE, IN THE PROVINCE OF ONTARIO 

 
REPORT ON CASH-FLOW STATEMENT BY THE PERSON 

MAKING THE PROPOSAL 
(Paragraphs 50(6)(c) and 50.4(2)(c) of the Bankruptcy and Insolvency Act) 

 
 
Muskoka Grown Limited has developed the assumptions and prepared the attached statement 
of projected cash flow of the insolvent person, as of the 5th day of May, 2020 consisting of the 
statement of projected cash-flow for the period from the week ending May 8, 2020 to the week 
ending July 31, 2020, and the notes and assumptions underlying the statement of projected 
cash flow. 
 
The hypothetical assumptions are reasonable and consistent with the purpose of the 
projection described in Note 1, and the probable assumptions are suitably supported and 
consistent with the plans of the insolvent person and provide a reasonable basis for the 
projection.  All such assumptions are disclosed in the notes to and assumptions underlying the 
statement of projected cash flow. 
 
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 solely for the purpose described in Note 1, using a set of 
probable and hypothetical assumptions set out in the notes to and assumptions underlying the 
statement of projected cash flow.  Consequently, readers are cautioned that it may not be 
appropriate for other purposes. 
 
 
DATED AT BRACEBRIDGE this 5th day of May 2020. 
 
MUSKOKA GROWN LIMITED 
 
 
 
Per: David Grand, CEO 
 




