





























-11 -

Milestones Expected Timing
A. Finalization of a list of prospective investors and Within 1 week of the
purchasers: issuance of an Initial
Order
B. Transmission of a "teaser", a confidential Within 2 week of the
information memorandum and non-disclosure issuance of an Initial
agreement to each prospective investors and Order
purchasers:
C. Establishment of an electronic data room: Within 2 week of the
issuance of an Initial
Order
D. Due Diligence Period: Within 8 week of the
issuance of an Initial
Order
E. Deadline for the filing of the offers: Within 8 week of the
issuance of an Initial
Order
F. Determination of successful offer(s) (if any), and Within 9 week of the
negotiation with potential purchaser(s) issuance of an Initial
Order
G. Filing and presentation of a motion seeking the Within 10 week of the
approval of the selected offer(s): issuance of an Initial
Order
H. Closing of the transaction contemplated in the Within 11 week of the
selected offer(s) issuance of an Initial
Order

Once the Solicitation Process shall have been completed, and depending on the
offer(s) submitted in the context thereof, the Company shall review and
determine, with the assistance of its advisors and of the Monitor, the possibility of
preparing and submitting to its creditors a plan of arrangement and/or
compromise.

The Company expects to report back to the Court on the progress accomplished
in respect with the foregoing on its first stay extension request.
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RELIEF SOUGHT

The Initial Order

8.1.1 The Stay of Proceedings

The present proceedings have been filed because the Company currently finds
itself in dire financial circumstances and requires a stay of proceedings (the
"Stay") in order to protect its Assets while it conducts the Solicitation Process.

Indeed, at this stage, the protection of this Court is necessary to preserve the
value of the Company's business and Assets as a whole by minimizing any
disruption while completing the Solicitation Process.

The Stay will preserve the status quo during the completion of the Solicitation
Process and prevent creditors and other parties from taking any steps to try and
better their positions in comparison to other creditors. All stakeholders generally,
including the Company’s creditors, will benefit from these proceedings.

In the event of a liquidation under a bankruptcy scenario where all operations
would be terminated, the value of the Assets would be substantially reduced. It is
expected that the Solicitation Process in the context of the present proceedings
will yield better results than any conceivable "go-dark" scenario.

8.1.2 The Solicitation Process

The Solicitation Process and milestones described in paragraph 7.2.50 above
are the result of extensive discussions between the Company, its advisors and
the Monitor, the purpose of which is to find a way to maximize the value of its
Assets under the present circumstances, and preserve, to the extent possible,
the employment of its employees and the continued operations of its franchisees
under the "Java-U" banner.

Although the CCAA does not require an insolvent debtor to have a Solicitation
Process approved by the Court, the Company wishes nevertheless to be
transparent with this Court, as well as with its creditors and stakeholders, so that
the path going forward is made clear to all interested or potentially interested

party.

Given the nature of its Assets, its limited liquidities, the Company believes and
submits that the proposed Solicitation Process is reasonable under the
circumstances, and should therefore be approved by this Court.

8.1.3 The DIP Financing and the DIP Charge

Prior to the filing of the present proceedings, the Company executed a
commitment letter (the "DIP Commitment Letter') with 3070352 (the "DIP
Lender") whereby the DIP Lender agreed to provide interim financing to the
Company in an amount of up to $300,000 (the "DIP Facility") in order to allow it
to: (ii) to fund the Company’s on-going working capital expenditure during these
proceedings and the Solicitation Process, and (ii) pay professional fees incurred
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in respect of these proceedings. A copy of the DIP Commitment Letter is
communicated herewith as Exhibit R-12.

As appears from the DIP Commitment Letter, the advance of the DIP Facility to
the Company is conditional upon the approval by this Court of a super-priority
charge in favour of the DIP Lender the amount of $360,000 (i.e. the DIP Charge),
as security for the payment of the DIP Facility.

Effectively, the DIP Facility constitutes a "life-line" to the Company as it will
enable it to continue its operations during these proceedings, including by
continuing to service its franchisees, while it restructures its business operations
and seeks to find, as part of the Solicitation Process, parties interested in either
investing in such business or purchasing its Assets, as a going concern.

The proposed DIP Charge is not intended to include or cover any indebtedness
currently owed by the Company to the DIP Lender.

8.1.4 The Administration Charge

The Company respectfully submits that a $100,000 administration charge should
order as part of the Initial Order (the "Administration Charge").

During these proceedings, including during the Solicitation Process, the
Company will require the continued assistance of the following professionals:

a) The Company's legal counsels: the undersigned counsels have been
retained to assist The Company in the conduct of these proceedings,
including the Solicitation Process;

b) The Monitor and its legal counsels: Raymond Chabot has agreed to act
as Monitor to the Company and to assist it both in the context of the
Solicitation Process and in the review of the claims to be submitted as
part of the Claims Procedure. Raymond Chabot has valuable insights into
the Company's business and is in a position to perform its monitoring
duties as well as to assist the Company in its Solicitation Process without
further delay.

In this context, the Company respectfully submits that the Administration Charge
sought is necessary and appropriate, as well as reasonable, under the
circumstances and that, accordingly, it should be granted as part of the Initial
Order.
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8.1.5 The D&O Charge

In order to continue to carry on business during these proceedings and in order
to complete the Solicitation Process, the Company requires the active and
committed involvement and continued participation of each and every one of its
directors and officers (collectively, the "Directors” and each a "Director"), who
each contribute in the management of the business, commercial activities and
internal affairs of the Company and who are each is mindful of the risks
associated with acting in such capacity during these proceedings.

Although the Company intends to comply with all applicable laws and
regulations, including the timely remittance of deductions at source and federal
and provincial sales taxes, the Directors are nevertheless concerned about the
possibility for their personal liability in the context of the present proceedings
given the Company'’s insolvency.

The Company does not currently maintain any directors’ and officers’ liability
insurance (the "D&O Insurance"), which ultimately creates a degree of
uncertainty for the Directors.

The Company therefore requests a Court-ordered charge (the "D&O Charge") in
the amount of $125,000 over its Assets, property and undertaking to indemnify
the Directors in respect of any liability which they may incur, from and after the
commencement of these proceedings.

The Company submits that the requested D&O Charge is reasonable and
adequate given, notably, the nature of its business and operations, its current
workforce and the corresponding potential exposure of the Directors, especially
under a scenario where the Company would not be able to secure satisfactory
offers in respect of its business and/or Assets.

Absent the protections sought in the conclusions of the present Application, the
Company is concerned that the Directors will be forced to resign, which would, in
all likelihood, jeopardize the continuation of the Company's operations, as well as
the completion of the Solicitation Process, the whole to the detriment of the
Company's creditors and stakeholders.

In addition, the Company further submits that the D&O Charge will provide
assurances to the Company's employees that its obligations towards them for
accrued wages, termination and severance pay shall be satisfied.

Indeed, while the insolvency of the Company and its non-payment of various
employee obligations may trigger the personal liability of the Company's
Directors, any recourse initiated by the Company's employees against them does
not guarantee them any recovery. Therefore, the creation of a security in favour
of the Company's Directors for sums for which they may be held liable to
employees (but for which the Company is ultimately liable given its obligation to
indemnify the Directors) enhances such employees’ chances of recovery by, in
effect, creating a security for their claims.

#11648601



8.2.

75.

76.

77.

78.

79.

80.

-15 -

The Claims Procedure Order

In order to proceed with the review and determine the number and quantum of all
claims, actual and contingent, against the Company, the Company seeks the
issuance of an order approving the procedure for the filing of such claims, as
further set forth in the draft Claims Procedure Order (Exhibit R-2), the terms of
which are summarized below.

8.2.1 lIssuance of the Claims Package

Pursuant to the draft Claims Procedure Order, Raymond Chabot shall, if
appointed as monitor, send a claims document package (the "Claims Package")
to each known creditor of the Company as soon as possible following the
issuance of the Initial Order and of the Claims Procedure Order, informing them
of the filing of the present proceedings by the Company, as well as of their rights
to file a claim against the latter by no later than November 15, 2017 (the "Claims
Bar Date").

More specifically, the Claims Package to be sent by Raymond Chabot, if
appointed as monitor, will include the following:

(a) a copy of the Newspaper Notice to be issued by Raymond Chabot, in its
capacity as monitor (Schedule "A" to the draft Claims Procedure Order);

(b) a copy of the form of Proof of Claim (Schedule "B" to the draft Claims
Procedure Order):

(c) a copy of the Instruction Letter to the Company’s creditors (Schedule "C"
to the draft Claims Procedure Order); and

(d) a copy the form of Notice of Revision or Disallowance (Schedule "D" to
the draft Claims Procedure Order).

In addition, the mailing of the Claims Package to known creditors of the
Company will be supplemented by the placement, in widely distributed
newspapers, of the Notice of the Claims Procedure, as well as the posting of the
Claims Package on Raymond Chabot’s website.

8.2.2 Claims Bar Date

As previously mentioned, the proposed draft Claims Procedure Order outlines a
procedure for the filing of claims against the Company, its director or officers and
establishes a Claims Bar Date of November 15, 2017, as well as a bar date for
claims arising after the issuance of the draft Claims Procedure Order, as further
detailed therein.

The Claims Bar Date will not apply to certain claims designated as "Excluded
Claims" which (i) cannot be compromised under the CCAA, (ii} relate to the sale
of goods or the rendering of services after the filing of these CCAA proceedings
or (iii) are secured by court-authorized prior ranking charges.
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8.2.3 Review and Determination of Claims

Pursuant to the draft Claims Procedure Order, the Company and Raymond
Chabot, if appointed as monitor, shall review all claims against the Company and
proceed with the determination thereof.

The Monitor shall send, where applicable, a Notice of Revision or Disallowance
to the creditors whose claims are disallowed in whole or in part. Upon receiving a
Notice of Revision or Disallowance, a creditor whose claim has been disallowed
in whole or in part will have the opportunity file, within ten (10) calendar days
from the receipt of the Notice of Revision or Disallowance, a motion before this
Court to appeal said Notice of Revision or Disallowance, failing which, the
creditor will be deemed to have accepted Raymond Chabot’s determination of its
claim.

It is submitted that the proposed Claims Procedure will allow the Company to
better assess the number of claims against it, as well as their quantum, and will
enable it to better determine, if circumstances permit, the terms of an eventual
plan of arrangement and compromise.

CONCLUSIONS

For the reasons set forth above, the Company believes it is both appropriate and
necessary that the relief being sought be granted.

Raymond Chabot has advised that it is able and willing to act as Monitor in the
context of these proceedings, and that it is supportive of the proposed Solicitation
Process and charges requested herein, including the amount thereof.

In fact, the Company understands that Raymond Chabot shall be filing, in
advance of the hearing on the present Application and its capacity as proposed
Monitor in these proceedings, a report confirming its support of the reliefs sought
herein.

The Company's only secured creditor, 3070352, along with the governmental
authorities who could potentially assert a secured claim against the Company,
have been served with the present Application.

Considering the urgency of the situation, the Company respectfully submits that
the notices given for the presentation of this Application are proper and sufficient.

The Company respectfully submit that this Application should be granted in
accordance with its conclusions, as it is well founded in fact and in law.
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WHEREFORE, MAY THIS COURT:

90. GRANT this Application for the Issuance of an Initial Order and a Claims
Procedure Order (the "Application").

91. ISSUE an order substantially in the form of the draft Initial Order communicated
as Exhibit R-1 in support of the Application; and

92. ISSUE an order substantially in the form of the draft Claims Procedure Order
communicated as Exhibit R-2 in support of the Application

THE WHOLE WITHOUT COSTS, save and except in case of contestation.

Montreal, October 4, 2017

H\ouan &“m%‘& P

STIKEMAN ELLIOTT LLP

Me Guy P. Martel - gmartel@stikeman.com
Me Danny Duy Vu - ddvu@stikeman.com
1155, René-Lévesque West, Suite 4100
Montréal QC H3B 3V2

Phone: (514) 397-3163 / (514) 397-6495
Attorneys for the Applicants

File number: 142186-1001
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AFFIDAVIT

I, the undersigned, LOU VAROUTSOS, having my principal place of business at 4098
Sainte-Catherine Street West, Suite 400, Montreal, Quéebec H3Z 1P2;, solemnly declare

the following:
1. | am the President and Chief Executive Officer of Java-U Global;

2. All the facts alleged in the Application for the Issuance of an Initial Order and a
Claims Procedure Order are true.

AVE SIGNED

LdLbZ/AROUTsos

Solemnly declared before me at Montreal,
on the 4th day of October, 2017

Commissioner of Oaths for the Province
of Quebec
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NOTICE OF PRESENTATION

TO: the Service List

TAKE NOTICE that the Application for the Issuance of an Initial Order and a Claims
Procedure Order will be presented for adjudication before one of the Registrars or
Honourable Judges of Superior Court, sitting in practice in and for the District of
Montreal, in the Montreal Courthouse, 1 Rue Notre-Dame Est, Montréal, QC H2Y 1B6,
on October 6, 2017, at 10:30, in a room to be determined by the Court and announced
to the Service List.

DO GOVERN YOURSELVES ACCORDINGLY.

Montreal, October 4, 2017

shieuan S P

STIKEMAN ELLIOTT LLP

Me Guy P. Martel - gmartel@stikeman.com
Me Danny Duy Vu - ddvu@stikeman.com
1155, René-Lévesque West, Suite 4100
Montréal QC H3B 3V2

Phone: (514) 397-3163 / (514) 397-6495
Attorneys for the Applicants

File number: 142186-1001
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CANADA

PROVINCE OF QUEBEC
DISTRICT OF MONTREAL

No. :

SUPERIOR COURT
(Commercial Division)

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

JAVA-U GROUP INC., a corporation
incorporated under the Canada Business
Corporation Act, having its principal place of
business at 400-4098 Sainte-Catherine Street
West, Montreal, Québec, H3Z 1P2;

-and -

JAVA-U FOOD SERVICES |INC., a
corporation incorporated under the Canada
Business Corporation Act, having its principal
place of business at 205-5473 av. Royalmount
Mont-Royal (Québec) H4P 1J3;

-and -

CAFE JAVA-U INC., a corporation
incorporated under the Canada Business
Corporation Act, having its principal place of
business at 220-5473 av. Royalmount, Mont-
Royal (Québec) H4P 1J3;

-and -

JAVA-U RTA INC., a corporation incorporated
under the Canada Business Corporation Act,
having its principal place of business at 1092
Queen Street West, Toronto, Ontario M6J
1H9;

Applicants/Debtors
-and -

RAYMOND CHABOT INC. a legal person
under the laws of Canada, having a place of
business at 600 De La Gauchetiere Street
West, Suite 2000, Montréal, Québec H3B 4L8;

Proposed Monitor

LIST OF EXHIBITS
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EXHIBITS
Exhibit R-1:
Exhibit R-2 :
Exhibit R-3 :

Exhibit R-4 :

Exhibit R-5:

Exhibit R-6 :

Exhibit R-7 :

Exhibit R-8 :

Exhibit R-9 :

Exhibit R-10 :

Exhibit R-11 :

Exhibit R-12 :
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DESCRIPTION

Copy of the draft Initial Order;
Copy of the draft Claims Procedure Order,;

Copy of the relevant extracts of Corporation Canada’s website and of
the Registraire des entreprises (Quebec)'s website for Java-U Group
Inc., en liasse;

Copy of the relevant extracts of Corporation Canada’'s website and of
the Registraire des entreprises (Quebec)’s website for Java-U Food
Services Inc., en liasse;

Copy of the relevant extracts of the Registraire des entreprises
(Quebec)’s website for Café Java-U Inc;

Copy of the relevant extracts of Corporation Canada's website for
Java-U RTA Inc.;

Copy of the Memorandum of Agreement of Loan entered into on
February 19, 2017, between 307352 Canada Inc., as lender, Café
Java-U Inc., as borrower, and Java-U Group Inc. and Java-U Food
Services Inc., as guarantors;

Copy of the Hypothec on Movable Property (General) entered into on
February 19, 2017, between 307352 Canada Inc. and Café Java-U
Inc.

Copy of the Hypothec on Movable Property (General) entered into on
February 19, 2017, between 307352 Canada Inc. and Java-U Group
inc.

Copy of the Hypothec on Movable Property (General) entered into on
February 19, 2017, between 307352 Canada Inc. and Java-U Food
Services Inc.

Copy of the relevant extract of the Register of Personal Movable Real
Rights (the “RPMRR"), en liasse;

Copy of the DIP Commitment Letter entered into between 3070352
Canada Inc., as lender, Java-U Group Inc., Java-U Food Services Inc.
and Café Java-U Inc., as borrowers
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Montreal, October 4, 2017

S o Cllield, (LP

STIKEMAN ELLIOTT LLP

Me Guy P. Martel - gmartel@stikeman.com
Me Danny Duy Vu - ddvu@stikeman.com
1155, René-Lévesque West, Suite 4100
Montréal QC H3B 3V2

Phone: (514) 397-3163 / (514) 397-6495
Attorneys for the Applicants

File number: 142186-1001




