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PRETTY ESTATES LTD.
MONITOR'S FIRST REPORT TO COURT

DECEMBER 5, 2014

BACKGROUND AND PURPOSES OF REPORT

1.

On November 10, 2014, Pretty Estates Ltd. (the "Company") commenced a proceeding

under the Companies' Creditors Arrangement Act ("CCAA"), and on that same date this
Honourable Court granted an Initial CCAA Order (the "Initial Order"). The date of the
Comeback Hearing was set for Wednesday, December 10, 2014.

On November 10, 2014, G. Powroznik Group Inc. of G-Force Group was appointed as
Monitor in the CCAA proceeding (the "Monitor"). The Monitor had previously filed a
pre-appointment report dated November 5, 2014 (the "Preliminary Report™). This
report should be read in conjunction with the Preliminary Report which contains
background information on the Company and its assets, reasons for its financial
difficulty, and reports on the Company's forecasted cash flows for the seven week period
ending December 19, 2014 ("Seven Week Cash Flow Statement") and one year period
ending October 31, 2015 ("Twelve Month Cash Flow Statement").

The Company is in the hospitality business and is the sole owner and operator of the
Sandpiper Golf Course (the "Golf Course"), the River’s Edge Restaurant (the
"Restaurant"), and Rowena’s Inn on the River (the "Inn") (the Golf Course, Restaurant
and Inn are collectively referred to as the "Resort"). The Company has owned and
operated the Resort for the past 19 years. The Resort is located on 160 acres of river-front
property owned by the Petitioner in Harrison Mills, British Columbia (the "Lands").

This report represents the First Report ("First Report") of the Monitor with respect to the
CCAA filing of the Company. '

The purposes of this report are to provide this Honourable Court with:

a) confirmation that service was given to the creditors in accordance with the Initial
Order;

b) an update on the Monitor's activities since the Initial Order was made;

¢) an update on the actual financial performance of the Company since the Initial Order
and compared to the Seven Week Cash Flow Statement;
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d) anupdate on the operations improvements and cost containment measures '
implemented at the Resort by IHM since it commenced its role as manager of the

Resort;

€) confirmation that the assumptions formulating the Twelve Month Cash Flow
Statement remain consistent since the time of the Preliminary Report, and confirm the
Company's need for interim financing during the restructuring has not changed
materially from what was estimated in the Preliminary Report; and

f) general commentary on the Company's preliminary views about its restructuring plan,
and a recommendation for granting to the Company of an extension of the stay of

proceedings to June 15, 2015.

The Monitor has set up a dedicated web-page for this proceeding which can be located at
http://www.g-forcegroup.ca/pretty-estates-Itd/ . The web page contains copies of
pertinent documents in the proceeding including the Initial Order, the Preliminary Report,
and other Court and statutory documents/filings.

Prior to the commencement of the CCAA proceeding, the Company retained Inntegrated
Hospitality Management ("IHM") to manage the Resort during the restructuring.
Commentary on the experience and qualifications of IHM was included in the

Preliminary Report.

In the Initial Order, the Company received approval for a new credit facility ("DIP
Financing"), not to exceed $725,000. The initial amount of DIP Financing approved was
$250,000 ("DIP Loan"). On November 20, 2014 the Company drew down $170,000, not
including interest reserve, from the DIP Loan facility. On December 3, 2014, the
Company requested a further advance of $60,000, not including interest reserve. The
Company expects to receive the second tranche of funding before the date of the

Comeback Hearing.

In preparing this report, the Monitor has maintained discussions with the Company, its
legal counsel Lawson Lundell LLP ("Lawson"), [HM, and the Company's firstand
second mortgagees. The Monitor was given access to information relating to the
operations of the Company including financial information and information on the
Company's assets and their estimated values.

MONITOR'S ACTIVITIES TO DATE

10.

The following is a summary, without limitation, of the Monitor's activities since the
Initial Order: '

a) arranged for a representative ("Monitor's Representative") to attend at the Resort on
November 10, 2014 to confirm the CCAA filing by the Company and its appointment
~ as Monitor. The Monitor's Representative also observed the initial meetings between
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b)

d)

g)

h)

i)

k)

IHM, the Company's owner and various managers/employees of the Resort's various
departments;

created a dedicated web page for the Company's CCAA proceeding;

prepared a list showing the names and addresses of every known creditor who has a
claim against the Company of more than $1,000 (the "Creditor List");

mailed (by regular mail) to creditors with claims in excess of $1,000 the statutory
notice required under CCAA s. 23(1)(a)(ii)(B) and (C) including:
i.  notification of the web site where a copy of the Initial Order could be
downloaded; and

ii.  the Creditor List.
Thirty four creditors, including Firstwest Credit Union, formerly known as Envision

Financial ("Envision"), and Mr. James Young, the Company's first and second
mortgages respectively, were given this notification;

published in two consecutive newspaper publications of the Vancouver Province
(Nov. 14 and Nov. 21) and Mission Times (Nov. 21 and Nov. 28) the statutory notice
of the proceeding pursuant to CCAA s. 23(1)(a)(i);

created a dedicated web-page for the CCAA proceeding which can be located at
http://www.g-forcegroup.ca/pretty-estates-ltd/

filed the required statutory documents, including Form 1 and Form 2, with the Office
of the Superintendent of Bankruptcy;

discussed the proceeding, and provided information about it, with certain creditors
and employees of the Company;

maintained contact with the Company's secured creditors, including Envision and Mr.
James Young, to update them on the status of CCAA proceedings and respond to

their queries;

maintained regular correspondence with the Company's legal counsel, Lawson, and
IHM to obtain ongoing updates on current events at the Resort and the status of
operations improvements including the Company's efforts to re-zone its undeveloped
land adjacent to the Golf Course;

reviewed preliminary financial and operational reports from IHM for the month
ending November 30, 2014, and considered this information in connection with the
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Seven Week Cash Flow Statement, the Twelve Month Cash Flow Statement, and the
Company's requirement for advances with respect to the DIP Financing to maintain
Resort operations through the winter months;

1) reviewed a letter from RDR Financial Services Inc. ("RDR") to the Company
expressing RDR's interest in potentially refinancing the mortgage debt secured by the
assets of the Company depending on the results of the operations improvements. A
copy of the RDR letter is included as Appendix "A' to this First Report. The
Monitor also briefly discussed the interest and potential services of RDR with RDR's

principal, Robert Reichelt; and

m) continued to discuss generally with the Company and its legal counsel its preliminary

restructuring plans.

STATUS OF OPERATIONS IMPROVEMENT AND COST CONTAINMENT
MEASURES

11.

12.

13.

Included as Appendix "B'' to this Report is the IHM Operations and Cash Flow Report
for November 2014 including the following exhibits: Exhibit 1.0 - Schedule of Cost
Containment, Operations Efficiency and Revenue Enhancement Initiatives, Schedule 2.0
- Preliminary Statement of Monthly Cash Flow from Operations for the month ending
November 30, 2014, and Exhibit 2.1 - Preliminary Summary Operating Statement for the
month ended November 30, 2014 (collectively, the "IHM Update Report").

In summary, the IHM Update Report contains details on the Resort's financial
performance for the month of November 2014, including its actual performance
compared to projected cash flows, status of borrowings against the DIP Loan, and general
comments on the need to assess ongoing results and re-assess the status of the Resort's
performance in late Spring 2015 so that the Company at that time can better understand
its restructuring alternatives. The IHM Update Report also contains a summary of the
status of the various cost containment and operations improvements initiatives that were

initially recommended by IHM in the summer of 2014.

The Monitor has reviewed the IHM Update Report and has discussed it with IHM and the
Company's legal counsel. The Monitor recommends that stakeholders review the I[HM
Update Report as it contains a significant amount of information about the Resort's
operations during the initial portion of the CCAA proceeding.

COMPANY'S FINANCIAL PERFORMANCE SINCE INITIAL ORDER

14.

The Seven Week Cash Flow Statement including notes was attached as Exhibit 3.0 to the
IHM Operations Report which was included as Appendix "A" to the Preliminary Report.
For reference, we again attach the first (summary) page of the Seven Week Cash Flow
Statement as Appendix "C" to this First Report. :
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15.

16.

The Monitor's review of, and report on, the Seven Week Cash Flow Statement was
included in the Preliminary Report.

The IHM Update Report contains a summary financial statement for Resort operations
for the month ending November 30, 2014. This month end corresponds to the first four
weeks of the Seven Week Cash Flow Statement. The Monitor has observed that the
Company is generally on pace with forecasted cash flows, except that the opening cash
balance on November 1, 2014 was approximately $44,000 lower than what was originally
projected. Accordingly, the Monitor makes the general comment that the Company's
accelerated borrowing from the DIP Loan facility, approximately $50,000 higher today
than what was originally anticipated, mainly results from the difference in the actual
opening cash balance to what was anticipated.

COMPANY'S REQUIREMENT FOR INCREASED DIP FINANCING

17.

18.

19.

20.

21.

22.

23.

The Company's Twelve Month Cash Flow Statement, including supporting schedules and

notes, was attached as Exhibit 2.0 to the IHM Operations Report, which was included as
Appendix "A" to the Preliminary Report. For reference, we again attach the first
(summary) page of the Twelve Month Cash Flow Statement as Appendix '"D" to this

First Report.

The Monitor's review of, and report on, the Twelve Month Cash Flow Statement was
included in the Preliminary Report.

Based on the Monitor's review of the IHM Update Report, nothing has come to the
Monitor's attention to suggest that the assumptions originally used by the Company in
developing the Twelve Month Cash Flow were incorrect or have changed materially.

Furthermore, the Monitor reports that based on its review of financial information for
November 2014, in all material respects, the Company appears to be on pace compared to
its forecasted cash flows. Therefore, the Monitor is of the opinion that the Twelve Month
Cash Flow remains appropriate for use in this CCAA proceeding.

The Monitor continues to express no assurance as to whether the Twelve Month Cash
Flow Statement will be achieved. The Monitor expresses no opinion or other form of
assurance with respect to the accuracy of any financial information presented in thlS or
any report, or relied upon by it, in preparing this First Report.

Based on the Twelve Month Cash Flow Statement, and as reported in the Preliminary
Report, the Company will require a sum of $725,000 of DIP Financing to its operations
to October 31, 2015. In the Initial Order, this Honourable Court approved DIP Financing
not to exceed $250,000. Accordingly, the Company will require approval for additional
DIP Financing of $475,000. The Company has agreed on terms for a DIP facility in the
maximum amount of $725,000 with the DIP lender, James Young.

Accordingly, the Monitor respectfully recommends the granting of an increased priority
for DIP Financing, not to exceed $725,000 in total, so that the Company can continue its
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going-concern operation while it attempts to preserve and enhance values for its
stakeholders.

RESTRUCTURING PLAN AND EXTENSION OF THE STAY OF PROCEEDINGS

24.

25.

26.

The Monitor understands that due to scheduling conflicts, legal counsel to Envision is not
able to attend the Comeback Hearing until December 15, 2014. We understand that the
Company will request adjournment of the December 10 Comeback Hearing, and a brief

- extension of the stay of proceedings, for a period of one week so that the Comeback

Hearing can be held on December 15 and allow participation by Envision's legal counsel.
The following section is written under the assumption this Honourable Court will extend
the initial 30 day stay of proceedings for a period of one week for the reasons described
above. If further information pertinent to the proceeding arises between the date of this
First Report and the re-scheduled Comeback Hearing, the Monitor will submit a further

Report to the Court.

The Company and IHM are currently focusing immediate efforts on implementing
operations improvements and cost containment measures in order to minimize and
eliminate the significant operating losses than have plagued the Company for the past
several years. IHM estimates that it will take a number of months for the operational

changes to fully take effect.

The Company is currently considering the following two most significant options in its
restructuring:

a) Re-financing the debt. The Monitor understands that one party, RDR, has already
expressed preliminary interest in this option. The Monitor expects that over time,
other third parties will consider this option as well. The likelihood of a re-financing
by any party will be largely dependent on the ability of IHM and the Company to
achieve the improved financial results resulted from IHM's recommended operational
improvements and cost containment measures. The full result of these measures will
not become evident for a period of several months; or

b) Sale of the Resort. IHM has advised the Monitor that, in its professional opinion,
from its experience with hospitality and resort properties the optimal time to realize
the best recovery for the creditors and other stakeholders is to potentially offer the
Resort for sale is at such time the Company can show the impact of the operational
changes that IHM is making. IHM anticipates that the impact of the improvements
will be more visible sometime in the late spring or late summer of 2015. Therefore,
assuming the Company's restructuring plan is not based on a refinancing, the optimal

time to initiate the offering of the Resort for sale is in the June to August 2015 period.
The Monitor has confirmed with the Company, and Lawson, that it supports this
approach. The Monitor however wishes to further consider the best strategy for
selling the Resort after evaluating the progress made in improving operating results
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27.

28.

29.

and will report further on this matter at a future Court hearing. The timing of the
expected initial impact of operations improvements coincides with the Company's
requested length of extension for the stay of proceedings.

The Monitor notes that it is obliged to immediately report to the Court if there is a
material adverse change ("MAC") in the Company's projected cash flows. Therefore,
even if there is an extended stay of proceedings granted to the Company, based on the
detailed financial reporting received from IHM each month, the Monitor will be able to
immediately identify, and inform the Court and stakeholders, if a MAC occurs.

The Monitor's continues to be of the opinion that the Company's going-concern operation
(i.e. the Resort) should be maintained to allow it to:

e avoid liquidating the Resort on a creditor driven, forced-sale basis which will
- unnecessarily erode value for the various stakeholders;

e allow [HM to substantially reduce the operating losses and reposition the Resort’s
operations to be profitable on a sustainable basis;

e potentially provide for an orderly marketing and sale or refinancing of the Resort
in due course during the CCAA to maximize its net value;

e allow the Company time to negotiate a plan of arrangement with its creditors;

o fulfill existing reservations for wedding events scheduled over the next several
months;

e continue operating the golf course during the fall and winter months while
undertaking the costs associated with maintenance for the golf course and
operations to ensure it is ready for the 2015 golf season; and

e pay all ongoing obligations, including without limitation, wages, payroll and GST
remittances, contractual obligations and supplier amounts.

Accordingly, the Proposed Monitor respectfully recommends that this Honourable Court
grants the Company of an extension of the stay of proceedings until June 15, 2015 so that
the Company can continue its efforts to preserve and enhance values for its stakeholders

in the restructuring.

All of which is respectfully submitted this 5th day of December, 2014.

G. Powroznik Group Inc. of G-Force Group
In its capacity as Court Appointed Monitor
of Pretty Estates Ltd.

Per: Mr. Gary D. Powroznik
Managing Director =
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RDR Financial Services Inc.

#302 - 3750 Edgemont Boulevard
North Vancouver, BC

V7R 2P8

604-341-5524

December 3, 2014

Pretty Estates Ltd.

14282 Morris Valley Road
Harrison Mills, BC

VOM 1LO

“Attention: Betty Ann Faulkner
Dear Sirs/Mesdames:

RE: Sandpiper Golf Course and Rowena’s Inn on the River Resort

I am aware of and have read the preliminary report dated November 5, 2014 by G. Powroznik
Group Inc. of G-Force Group regarding Pretty Estates Ltd.

I am quite familiar with the assets and surroundings which comprise this property, having stayed
on numerous occasions at the resort in the private cabins during both summer and winter

- seasons. I have played the Sandpiper Golf Course at least 10 times during my visits and attended
several functions in the restaurant and the Inn.

I am also familiar with G-Force Group, Inntegrated Hospitality Management Ltd., (IHM) and
both Gary Powroznik and Ralph Miller, having personally worked with them to restructure the
operations and management of previously troubled hotels, for the purpose of maximizing asset
value and assistance in loan recovery. I am aware of other hotels and resorts for which they have
restructured the management and operations to enhance value for the purpose of resale.

Based on the projected operating budget to October 31, 2015 prepared by IHM Ltd. contained in
the Preliminary Report by G. Powroznik Group Inc., and dependent on improved results in line
with the projections, I would be interested in working with you to refinance the mortgage debt
secured by the assets of Pretty Estates Ltd. The goal would be to repay the existing first and
second mortgage debt and DIP loan with a new first mortgage loan secured by the same assets. 1
believe this goal can be achieved if the anticipated improved operating results are realized.

Let me know if I can be of further assistance at this point.

0

Robert D. Reichelt, RI,
President, RDR Financial Services Inc.
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INNTEGRATED HOSPITALITY MANAGEMENT LTD

Memorandum

To: Betty-Anne Faulkner, Pretty Estates Ltd.
CC:  G. Powroznik Group Inc.as Court Appointed Monitor of Pretty Estates Ltd.

Bonita Lewis-Hand, Lawson Lundell LLP
From: Ralph Miller, Inntegrated Hospitality Management Ltd.
Date: December 5, 2014
Re:  Pretty Estate Resort — Operations and Cash Flow Report, November 2014

Betty-Anne:

As you are aware, IHM took control of the management of Pretty Estate Resort (the “Resort”) on
November 10, 2014, with the mandate to implement approximately 80 cost containment, operations
efficiency, and revenue enhancement initiatives, which we previous identified. In Exhibit 1, we set
out our status report in respect of the various initiatives as at December 5, 2014; highlighted
initiatives indicate areas of significant advancement.

At the time of our arrival on site on November 10, 2014, approximately 60 employees had been
terminated or laid off; 10 of the laid off employees remain on call. In some respects the remaining
staff compliment is just sufficient to service wedding and Christmas party commitments in addition

to daily operating requirements.

By way of summary we advise that progress has been made on a number of the initiatives, most
significantly all of the research and ground work has been completed for the relocation of the food &
beverage service to the dining room and lower drawing room of Rowena's Inn, and for the relocation
of the guest reception to the golf pro shop, both scheduled to be completed December 15 to 18,
2014. We have also initiated ongoing labour management practises for all departments, and
implemented a purchase order system and made changes to financial reporting procedures.

As you are aware, we have:

1. Terminated the employment of the Food & Beverage Manager ("Former F&B Manager)
effective December 7, 2014. The Former F&B Manager has been granted permission to
continue to use his RV parked at the Resort until January 7, 2015. :

2. Removed the General Manager ("Former GM") of the resort. We have offered the Former
GM a part-time position as Manager of Building and Infrastructure Maintenance at
approximately 50% of his previous General Manager salary; we are waiting to receive

Suite 313, 223 Mountain Highway . Box 14, Site 17, RR 8
North Vancouver, BC V7J 3V3 Calgary, AB T2J 2T9
Telephone: 604.982.0888 Telephone 403.619.9767
Facsimile: 604.982.0999 -~ Facsimile: 403.938.1724

WWW.inntegratedhospitality.com




confirmation from the Former GM that he will accept the new position. The Former GM is
on vacation until January 2, 2015, and is expected to start in the new position at that time.

3. We have installed Randy LaRoche, an Associate of IHM, as the new General Manager for
the Resort; Randy will be supported by Bill Rheaume and myself in the ongoing supervision
and management of the operation of the Resort.

Since November 10, 2014 when the Court granted the Initial Oder pursuant to the CCAA
Application, we have been busy communicating with unsecured trade creditors, who for the most
part have taken the Stay of Proceeding in stride and have continued to supply good and services, on
cash on delivery or very limited account payment terms. Only one supplier has been difficult to deal
with; we have made arrangements with an alternative supplier to replace them, at least temporarily.

We are currently finalizing the ongoing reporting requirement with the Court Appomted Monitor, G.
Powroznik Group Inc of G-Force Group.

The balance of the cost containment, operating efficiency and revenue enhancement initiatives will
be implemented as soon as practical, after satisfying the short term requirements for wedding and

Christmas party commitments.

We met with the Account Manager with Envision Financial to confirm the Resort could continue to
use the line of credit, within the existing terms and limits. IHM personnel have been added to all of

the bank accounts as authorized signatories.

In addition, we intend to conduct an equipment audit to determine the state of repair of all operating
equipment necessary for continuing the operation of the Resort into and through the next summer

season.
Preliminary Operating Earnings (Loss) for the Month Ended November 30, 2014

In respect of the financial performance of the Resort, we attach a Preliminary Statement of Monthly
Cash Flow from Operations (Exhibit 2.0) and a Preliminary Summary Operating Statement (Exhibit
2.1) for the month ended November 30, 2014, and provide the following discussion thereon.

The Earnings (Loss) before Interest Taxes Depreciation and Amortization “EBFITDA”) for the month
of November 2014 was (35,400); ($1,639) worse than the projected EBITDA of ($33,762). Total
operating revenues of $109,164 were recorded in the month, $6,948 more than the operating revenue

projected.

Room department revenue for November was $26,710 approximately ($3,010) less than projected
levels. 148 guest rooms were sold, (10) less than the projected guest room sales of 158; the average
room rate achieved was $180.47, approximately ($7.63) worse than the projection of $188.10.

Food & Beverage department revenues for November were $65,779, approximately $15,598 better
than the projection, largely as a result of increased weddings and events, and restaurant patronage -
related to the Fraser Valley Eagle Festival, which occurred from November 12 to 30, 2014.




Golf department revenues for November 2014 were $16,675, approximately (34,640) less than the
golf department revenues of $21,315 projected; 451 rounds of golf were recorded, (99) less than
projected, as a result of rainy weather conditions in the last half of the month. The average green fee

realized was approximately equal to the amount projected.

Non-Operating Income for November 2014 $8,609, approximately $8,109 greater than the projection
0f'$500, as a result of recording boat launch fees earned over the summer.

Total labour costs for the month were $91,157, $18,628 more than the projected labour costs of
$72,529. Labour costs represented 77.8% of total revenues, 6.8 percentage points worse than the
projected labour costs of 71.0%.

Overall an operating earnings (loss) of ($35,400) were recorded for the month of November 2014,
($1,639) worse than the projected earnings (loss) for the month of ($33,762).

We anticipate finalizing the Summary Operating Statement and supporting schedules before
December 15, but do not expect significant changes.

Preliminary Statement of Monthly Cash Flow from Operations

The Cash Flow from operations is determined after considering changes in the working capital
accounts and before interest, depreciation, and other non-operating items. The EBITDA for

November 2014 was ($35,400).

The cash flow surplus (deficiency) from operations for November 2014 was approximately
($40,372), and consider all of the changes in the working capital accounts for the Resort. Overall, a
favorable cash flow variance of $73,625 was realized, when compared against the projected working

capital impacts. '

The cash flow projections included estimates for the opening balances for the working capital
accounts as at November 1, 2014 based on financial information as at September 30, 2014,
and estimates for Resort operations for October 2014, resulting in significant variances
between the projected and actual balances for the working capital accounts as at November 1,

2014.

More than 50% of the favorable cash flow variance of $73,625, noted above, results from the
variances in the working capital account balances as at November 1, 2014,

Non-Operating cash flow items generally include the financing activities and restructuring costs
incurred. The cash flow projections did not include provision for the DIP Financing, made available
through the Initial Order granted on November 10, 2014. The actual non-operating cash flow items
are in total approximately equal to the total amounts projected.

DIP Financing

During the month ended November 30, 2014 DIP Financing totaling $184,500 was advanced, as
follows:




$

1%t cash flow advance 170,000
Commitment Fee 14,500
184,500

In addition an Interest Reserve Account of $6,250 was established by the Lender.

We calculate the interest on the DIP Financing for November 2014 to be $505.48, slightly lower
than the interest calculated by the Lender of $522.60-

Subsequent to November 30, 2014 a request for an additional cash flow advance in the amount of
$60,000 in DIP Funding has been requested for fulfillment on December 5, 2014.

Considering the 2" cash flow advance, we calculate the total DIP Funding advanced to be
$245,005.48, slightly less than the DIP Financing limit of $250,000 referenced in the Initial Order
issued on November 10, 2014.

Projected Cash Flow for the Year ending October 31, 2015

In November 2014 we provided monthly projections for the operation and cash flow of the Resort
for the year ending October 31, 2015 based on our assessment of the operation of the Resort
completed in August 2014, our recommended cost containment, operations efficiency, and revenue
enhancement initiatives, and the actual operating results for the eleven months ended September 30,

2014.

The operating projections assumed that some of the recommended cost containment,
operations efficiency, and revenue enhancement initiatives, would have been initiated prior
to IHM taking control of the management of the Resort.

The cash flow projections included estimates for working capital account balances as at
November 1, 2014, which were based on financial information as at September 30, 2014, and
estimates for Resort operations for October 2014, which resulted in variances between the
projected and actual working capital account balances as at November 1, 2014.-

The impacts from these two issues largely offset each other during the month of November, with the
actual to projected operating results a little less favorable, and the actual to projected cash flow
impacts a little more favorable than previously estimated. Going forward, we have reconciled
balance sheet accounts to rely upon for more accurate working capital balances.

Based on the three weeks we have actively been on property, the actual operating results achieved
for November 2014, and the expected financial impact of the changes being introduced, we remain
confident that the financial projections for the operations and cash flow of the Resort, presented in
November 2014, are still achievable in total over the balance of the year ending October 31, 2015.




Path Forward

In our experience it usually takes 2 to 3 months to fully implement and entrench the extent of
operational changes required at the Resort; and a further 2 to 3 months to fully document and prove

the financial impacts going forward.

From our perspective, the Resort will be in a position to realistically assess the restructuring
alternatives (refinancing, business partnerships, or realization), after the financial results for May
2015 (the beginning of the seasonal upswing) are known.

In a perfect world, we would recommend returning to Court in mid June 2015 to provide
recommendations in respect of the restructuring alternatives. If realization is the most appropriate
alternative, this timing would still allow the opportunity to begin to market the Resort in advance of

the most important high season operating period.

Conclusion

The foregoing represents our report on the operations and cash flow for the Resort for November
2014.

We are pleased to review this draft report provided with you, the Resort, or the Monitor at your
convenience.

If you have any questions related to this memorandum please do not hesitate to contact me directly
by email or at 403.619.9767 (mobile).
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Exhibit 2.0

Pretty Estate Resort Ltd.
Preliminary Statement of Monthly Cash Flow from Operations
for the Month Ended November 30, 2014

Nov Nov Nov
2014 2014 2014
Projection Actual Variance
Rooms Occupied ' 158 148 (10)
Average Room Rate S 188.10 $ 180.47 -$ 7.63
0
Golf Rounds Played 550 451 (99)
Golf Average Realization S 20.00 $ 19.48 -S 0.52
Earnings (Loss) Before Interest, Taxes, Depreciation, and Amortization (33,762) (35,400) {1,639)
Cash Flow Adjustments )
Change Accounts Receivable 1,022 4,125 3,103
Change in Inventory 1,554 11,149 9,595
Change in Prepaid Insurance (P, C, Bi) 2,322 2,813 491
Change in Prepaid Insurance (Auto) 200 - (200)
Change in Prepaid Property Tax 3,846 3,693 (153)
Change in General Accounts Payable (20,329) 16,259 36,587
Change in Current Crown Claims (47,362) (38,225) 9,136
Change in Customer Deposits (4,850) 10,216 15,066
Change in DelinquentCrown Claims ) (15,000) (15,000) 0
, (78,596) (4,971) 73,625
Adjusted Cash Flow from Operations (112,358) (40,372) 71,986
Non-Operating Cash Flow items
Capital Replacements (10,000) - 10,000
Envision Financial LOC Interest (1,174) (1,151) 23
Envision Financial LOC Advance (Repayment) - (8,415) (8,415)
Envision Financial - Loan Interest (6,387) (6,507) (120)
Envision Financial - Loan Principal Payment 1]
Equipment Lease Payments (5,061) (553) 4,508
Car Loan Payments (1,875) (1,602) 273
2nd Mortgage Interest (6,116) (6,223) (107)
DIP Commitment Fee (14,500) (14,500)
DIP Financing Interest (523) (523)
(30,613) (39,474) (8,860)
Restructuring Costs -
Restructuring Legal 30,000 52,150
Apprasial ' 10,000
Operations Restructuring / Management 25,000 9,360
CCAA Monitor 7,500 6,039
72,500 67,548 (4,952)
Cash Flow Surplus (Deficiency) (215,471) (147,394) 68,078
Cash Balance .
Beginning Cash Balance (RBC Accounts) 81,845 37,841 (44,004)
DIP Financing Advanced . 133,626 184,500 50,874

Ending Cash Balance (RBC Accounts) (0) 74,947 74,948



Rooms Available:
Rooms Sold:
Occupancy:

ADR:

Rooms RevPAR:

Golf Rounds Played
Average Green Fee Realized

Operating Revenue
Rooms
Food and Beverage
Golf and Pro Shop
Other Operated Departments
Miscellaneous Income
Total Operating Revenue

Departmental Expenses

Rooms

Food and Beverage

Golfand Pro Shop

Other Operated Departments
Total Departmental Expenses

Total Departmental Profit

Undistributed Operating Expenses
Administrative and General

Information and Telecommunications Systems

Sales and Marketing

Property Operation and Maintenance

Utilities
Total Undistributed Expenses

Gross Operating Profit

Income Before Non-Operating Income and Expenses

Non-Operating Income and Expenses

Income

Rent

Property and Other Taxes
Insurance

Other

Total Non-Operating Income and Expenses

Earmings (Loss) Before Interest, Taxes, Depreciation, and Amortization

Interest
Envision
2nd Mortgage
DIP Financing

Restructuring Costs

Legal

Apprasial

Monitor

Management
Depreciation & Amortization

Income Taxes

et income {Loss}

Exhibit 2.1

Pretty Estate Resort Ltd.
Preliminary Summary Operating Statement
for the Month Ended November 30, 2014

Nov Nov Nov
2014 2014 2014
Projection Actual Variance
270 270 -
158 148 {10)
58.5% 54.8% -3.7%
$ 188.10 $180.47 -5 7.63
$ 110.07 $ 98.93 S 11.15
550 451 (99)
S 20.00 $ 1948 -S 0.52
$ % $ % $ %
29,720 29.1% 26,710 24.5% (3,010) (10.1%)
50,181 49.1% 65,779 60.3% 15,598 31.1%
21,315 209% 16,675 15.3% (4,640) (21.8%)
0.0% 0.0% 0 #Dv/o!
1,000 1.0% 0.0% {1,000) (100.0%)
102,216 100.0% 105,164 100.0% 6,948 6.8%
8,429 28.4% 14,191 53.1% 5,762 68.4%
46,997 93.7% 65,009 98.8% 18,012 38.3%
25,052 117.5% 25,086 150.4% 33 0.1%
#DIv/0! #DIV/0! 0 #DIV/0!
80,478 78.7% 104,285 95.5% 23,807 29.6%
21,738 21.3% 4,879 4.5% - 16,859 (77.6%)
24,864 24.3% 25,212 23.1% 348 1.4%
2,652 26% 2,365 2.2% (287) {10.8%)
9,285 9.1% 6,574 6.0% {2,711} (29.2%)
7,474 7.3% 5,669 5.2% (1,805) (24.1%)
4,983 4.9% 2,293 2.1% (2,691) (54.0%)
49,258 48.2% 42,114 38.6% - 7,144 {14.5%)
(27,520) (26.9%) (37,235) (34.1%) (9,715) 35.3%
(27,520) (26.9%) (37,235}  {(34.1%) (9,715)  35.3%
500 0.5% 8,609 7.9% 8,109 1621.9%
- 0.0% - 0.0% 0 #DIV/O!
3,846 3.8% 3,693 3.4% (154) (4.0%)
2,895 2.8% 3,082 2.8% 187 6.5%
- 0.0% - 0.0% 0 #DIv/ol
6,242 6.1%  (1,835) -1.7% (8,076) (129.4%)
(33,762) (33.0%) (35,400} (32.4%) (1,639} 4.9%
7,561 7,658 97
6,616 6,223 (393}
15,023 15,023
14,177 28,903 14,726
30,000 52,150 22,150
10,000 {10,000}
7,500 6,039 (1,461)
25,000 9,360 {15,640)
72,500 67,548 {4,952)
(120,439} {121,852} {11,413}




Appendix "C"

Forecasted cash flows for the period November 1, 2014 to December 19,2014
(summary version)

A
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Appendix "D"

Forecasted cash flows for the period November 1, 2014 to October 31, 2015
(summary version)

(}\
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