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1. COURT PROCEEDINGS

On June 6, 2011 Worldspan Marine Inc. (“Worldspan™), Crescent Custom Yachts Inc.
(“Crescent™), Queenship Marine Industries Inc. (“Queenship™), 27222 Developments Ltd.
(“27222) and Composite FRP Products Ltd. (“Composite™) (the “Applicants” or the
“Companies™) obtained an Order from the Supreme Court of British Columbia (the
“CCAA Order”) commencing proceedings under the Companies’ Creditors Agreement
Act (the “CCAA”). Pursuant to the CCAA Order, Boale, Wood & Company Litd. was
appointed Monitor (the “Monitor”) by the Court.

The CCAA Order provided for a stay of proceedings against the Companies until June
23, 2011.

By Order dated June 23, 2011, the Supreme Court of British Columbia granted a further
30 day extension of the stay of proceedings to allow time for the Companies to finalize
arrangements to complete the construction of the Sargeant Yacht (the “Vessel”) and work

on a restructuring plan for the stakeholders.

By Order dated July 22, 2011, the Supreme Court of British Columbia granted and

imposed the following:

® A further extension of the stay of proceedings to September 20, 2011;

* A creditor claims process, outlining the procedure for creditor notification,
submission and adjudication of claims, along with a claims filing deadline of
September 9, 2011; and

* The appointment of a Vessel Construction Officer (*VCO”) in order to carry out,

among other things, a completion cost analysis of the Vessel.



By Order dated August 29, 2011, the Federal Court of Canada imposed the following:

e A procedure, in addition to the CCAA notice process, by which the Monitor must
notify all creditors who wish to file maritime claims that they must do so by the
claims filing deadline of September 9, 2011, by filing a claim with the Monitor;

e A further procedure by which the Monitor must thereafter notify those that have
declared they have “maritime claims” that they must also then file an affidavit
supporting their claims in the Federal Court of Canada; and

e The authority, with further permission of the Courts, to schedule a hearing of the

claims and/or seek an order dealing with Vessel.

By Order dated September 19, 2011, the Supreme Court of British Columbia extended
the stay of proceedings to December 16, 2011. The Companies sought at that hearing the
right to market the Vessel to other purchasers, other than the intended purchaser of the
Vessel, Harry Sargeant III. The Court gave the Companies that right unless Mr. Sargeant
posted $4.0 million (US) in trust by September 29, 2011, Mr. Sargeant did not do so.

As a result, by Order dated October 7, 2011, the Federal Court of Canada allowed the
Companies to market the Vessel to others. The court then set out numerous terms and

conditions upon which this may be done.

By Order dated October 31, 2011, the Federal Court of Canada dismissed the maritime
lien claims of numerous claimants and then set out numerous terms and conditions upon
how the balance of the lien claims will be determined, along with the relative priority

positions of those lien claims and other secured claims against the Vessel.

By Order dated November 10, 2011 the Supreme Court of British Columbia approved
the sale of the Companies® real property and approved a lease-back of a portion of that

property to allow the Companies to continue to construct the Vessel. Those transactions

were subsequently completed.



By Orders dated November 30, 2011, the Federal Court of Canada dismissed the in rem
claims that were being advanced by Worldspan Marine Inc. against the Vessel.
Worldspan Marine Inc. has since appealed that decision. The appeal is scheduled to be

heard on January 9, 2012,

Certain documentation with respect to the CCAA Proceedings is available on the

Monitor’s website at http://www.boalewood.ca/201 1/06/06/worldspan-marine-inc-et-al/




II. PURPOSE AND LIMITATIONS OF THE MONITOR’S SIXTH REPORT

The purpose of the Monitor’s Sixth Report is to update the Court on the activities of the
Company, Monitor and VCO in these CCAA Proceedings since the Order of September

19, 2011.

This Report has been prepared by the Monitor based on information obtained from the
records of the Companies, discussions with management of the Companies and other

professional advisors retained in this matter.

The financial information received from the Companies has not been audited, reviewed or
otherwise verified by the Monitor as to its accuracy or completeness. As a result, readers
are cautioned that this report has been prepared solely for the purposes of these
proceedings and may not be suitable for any other purposes. The Monitor does not

express an opinion or other form of assurance on the financial information presented in

this report.

In addition, the Monitor assumes no responsibility or liability for and disclaims any and
all liability for any loss or damage incurred by any party as a result of the use of this
report in any manner ot as a result of the circulation, publication or reproduction of it.
Any use which any party makes of this report or any reliance on any decisions made

based on it are the responsibility of that party.



III. ACTIVITIES OF COMPANIES’ MANAGEMENT AND LEGAL COUNSEL

Since the hearing on September 19, 2011, the activities of the Companies’ management

and legal counsel have included the following:

e Communicating with Fraser Yachts, the brokerage firm retained to market the
Vessel,;

e Arranging for a 3 month extension of the insurance Coverage on the Vessel;

« Correspondence, discussions and attendance at the Federal Court with respect to
the Maritime in rem claims;

e Negotiating, obtaining Court approval and finalizing the sale of the land and
building owned by 27222 Developments Ltd.;

e Meetings, discussions and correspondence with potential Debtor in Possession
“DIP”) lenders with respect to Vessel construction financing;

e Negotiating a sale of miscellaneous equipment and furniture to generate funds
to cover ongoing post-filing obligations such as labor and utilities.

e Preparation for the extension hearing scheduled for December 16, 2011



IV. MONITOR’S ACTIVITIES

Since the hearing on September 19, 2011, the Monitor’s activities have included the

following:

Meeting and discussions with management regarding the CCAA proceedings,
including the claims process, the sale of the land and building, the sale of
miscellaneous equipment and furniture, and various restructuring options;

Attending the Companies’ premises to determine impact of new tenant on the
Vessel construction operations;

Meetings and discussions with counsel regarding the claims process, sale of
various assets and various Court applications related thereto;

Discussion with a representative of the VCO and review of the VCO’s report
on the completion cost analysis of the Vessel;

Review of Fraser Yacht’s marketing reports and discussions with a
representative of Fraser Yachts regarding their marketing efforts;

Responding to calls from creditors regarding the claims process and
completing the Proof of Claim forms;

Review correspondence of the Petitioners and Respondents in these CCAA
proceedings and responding to inquires;

Correspondence and discussions with the Vessel insurance agent regarding
the 3 month extension of the coverage and follow up with representatives of
Companies regarding information required by agent;

Review of actual cash receipts and disbursements and preparation of Schedule
of Cash Receipts and Disbursements;

Preparation of the Monitor’s 5% and 6 report to the Court; and

Updating the Monitor’s website with respect to the CCAA proceedings.



V. MONITOR’S REPORT ON CASH FLOWS

The Monitor has reviewed the actual cash inflows and outflows of the Companies for the
period up to December, 2011 as well as the projected cash inflows and outflows for the
months of December, 2011 through April, 2012. A Schedule of the cash inflows and
outflows for this period is attached as Appendix A to this report.

In addition to the cash inflows and outflows reported by the Companies, there were funds
advanced by Mr. Sargeant to pay a $27,000 premium to extend the insurance coverage
for 3 months and there were also funds generated from the sale of the land and building

that were used to pay the outstanding professional fees.

The Monitor has reviewed the actual cash disbursements made since our last report and is
satisfied that the disbursements are reasonable. The Monitor has also reviewed the
projected cash outflows for the months of December, 2011 through April 2012. The
Monitor considers the projected outflows to be reasonable but notes that the cash
outflows for professional fees may vary significantly depending on the number and
nature of further C.ourt applications made in these proceedings during this period. As
well, the projected cash outflows do not include the premises rent of approximately
$20,000 per month that is accruing but not required to be paid until May 2012 and the
insurance premium that will come due in January 2012 that the Companies expect will be

paid by Mr. Sargeant or Comerica.

The Monitor notes that no cash inflows are projected with the exception of funds that will

be generated from the sale of miscellaneous equipment and furniture in the event the sale

is approved by the Court.



VL. RESTRUCTURING PROGRESS

Since our last report, the Companies have completed a sale of the land and building
owned by 27222. The sale includes a lease back of the portion of the building that will
allow construction of the Vessel to be completed on the premises. The monthly rent
accruing but not required to be paid until May 2012 is considerably lower than the

monthly mortgage payment that was accruing prior to the sale.

As well, the Vessel has been listed for sale with Fraser Yachts since October 2011. Fraser
Yachts have provided the Monitor with regular reports on the marketing of the Vessel.

The most recent report dated December 9, 2011 is attached as Appendix C to this report.

It is evident from its report that Fraser Yachts has been actively marketing the Vessel and

that they continue to be optimistic that their efforts will result in a sale of the Vessel

within the next 9 months.

The Monitor continues to be of the view that finalizing a restructuring plan cannot be
done until sale of the Vessel is negotiated including the terms and conditions of
completing the construction of the Vessel. As well, the amounts and priority of the

creditors’ claims will need to be determined by the Courts in order for the creditors to be

in a position to vote on the restructuring.



VIL. REPORT OF VESSEL CONSTRUCTION OFFICER

The Vessel Construction Officer (“VCO”) submitted its report to the Court on the cost
completion analysis of the Vessel on October 31, 2011. A copy of the report is attached

as Appendix D to this report.

The VCO has estimated the cost to complete the Vessel at between $10,000,000 and
$12,000,000 as well as ancillary costs of approximately $1,100,000 to pay certain pre-

filing creditors and launching costs.

The Companies’ representatives believe the VCO’s estimates are too high as the
estimates were provided by creditors of the Companies that had previously worked on the

Vessel and the estimates were not provided as part of a competitive bid process.

The Companies have requested that the VCO provide the documentation in support of the

estimated costs to complete the Vessel. This information will assist the Companies in

preparing its own estimate,



VIIL SALE OF MISCELLANEOUS EQUIPMENT AND FURNITURE

The Companies are seeking Court approval to sell certain equipment and furniture to the
purchaser/ landlord of the land and buildings. The Monitor has not been provided with
any documentation with respect to the proposed sale but understands that the purchase
price is $30,000. The purchaser has also agreed to repair the equipment and allow the
Companies to use the equipment at no charge for purposes of completing the construction

of the Vessel.

An independent appraisal of the assets being sold has not been obtained, however, the
Monitor has provided pictures of the equipment and furniture to Mr. Douglas Kavanagh,
a bailiff that seizes and sells similar equipment from time to time in distress situations,
Mr. Kavanagh reviewed the pictures provided but has not inspected the subject assets to
confirm their condition. Based on Mr, Kavanagh’s cursory review of the pictures, Mr.

Kavanagh has suggested a liquidation value after liquidation costs in the range of $40,000

to $60,000,

It is the Monitor’s view that the difference between the sale price and estimated
liquidation value can be attributed in part to the free use and repair of the equipment. The
value of the equipment and furniture being sold is relatively immaterial when you
consider the amount of the creditor claims in these CCAA proceedings. It is also

recognized that the Companies require funds to cover ongoing operating costs.

The Monitor is not in a position to recommend the sale given that the sale price appears
to be less the liquidation value. However, the Monitor is not opposed to the sale because
it will generate required funds to cover ongoing operating costs and will not materially

prejudice the stakeholders given the value of the assets being sold as compared to the

stakeholders’ claims.
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IX. CONCLUSIONS AND RECOMMENDATION

Since the last extension Order on September 19, 2011, the Companies have made
progress towards a restructuring plan. This progress includes the listing of the Vessel for

sale with Fraser Yachts and the sale of the land and building owned by 27222.

The Companies are requesting that the stay be extended a further 120 days that will allow

time for the following:
» Further advancing the claims process and dealing with disputed claims;

e Finding a purchaser for the Vessel and negotiating a sale including the terms and

conditions of completing the construction of the Vessel; and

¢ Continuing efforts towards formalizing a restructuring plan for the Companies

creditors.

The Monitor’s only concern with respect to the proposed extension is the Companies
inability to fund the ongoing operating costs, insurance, legal fees and Monitor’s fees to
facilitate the continuation of these CCAA proceedings. As a result of the recent sale of
the land and building the Companies no longer have sufficient assets to protect
Administrative Charge for these costs. It continues to be the Monitor’s view that the
Administration Charge should extend to the Vessel, however to date an application to the

Federal Court to request a charge against the Vessel has not been made.,

Subject to satisfactory arrangements being made to cover the ongoing costs of the CCAA
proceedings, the Monitor is of the view that the management of the Companies has been
cooperative and is continuing to ac;[ in good faith and with due diligence. Based on the
information currently available, the Monitor also believes that the relief being sought by
the Companies is reasonable and that the stakeholders will not be materially prejudiced
by a further extension of the stay of proceedings being sought. Accordingly, the Monitor

respectfully recommends that the Court grant the extension,

11



DATED at Vancouver, British Columbia, this 15 day of December, 2011.

Boale, Wood & Company Ltd.

Monitor Appointed in the Companies

Creditors Arrangement Act Proceedings of

Worldspan Marine Inc. Crescent Custom Yachts Inc.,
Queenship Marine Industries Lid., 27222 Developments Lid.

and Composite
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APPENDIX A

SCHEDULE OF CASH INFLOWS & OUTFLOWS



Appendix A

Court No.S113550
Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.8.C. 1985, ¢, C-36, AS AMENDED

AND

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,
S.B.C. 2002, ¢c. 57

AND

IN THE MATTER OF WORLDSPAN MARINE INC., CRESCENT CUSTOM
YACHTS INC., QUEENSHIP MARINE INDUSTRIES LTD., 27222 DEVELOPMENTS
LTD. AND COMPOSITE FRP PRODUCTS LTD.

MONITOR’S REPORT ON THE CASH FLOW STATEMENT

The attached statement of projected cash flow of WORLDSPAN MARINE INC,,
CRESCENT CUSTOM YACHTS INC., QUEENSHIP MARINE INDUSTRIES LTD.,
27222 DEVELOPMENTS LTD. AND COMPOSITE FRP PRODUCTS LTD. (“the
Companies™), as of the 14" day of December, 2011 consisting of projected cash inflows and
outflows for the 5 months commencing on December 1% 2011 and ending on April 302012
has been prepared by management of the Companies for the purpose of the above noted
Companies’ Creditors Arrangement Act Proceeding, using probable and hypothetical
assumptions set out in Notes 1 to 6 on the statement.

Our review consisted of inquiries, analytical procedures and discussions related to
information supplied to us by the insolvent person. Since hypothetical assumptions need not
be supported, our procedures with respect to them were limited to evaluating whether they
were consistent with the purpose of the projection. We have also reviewed the support
provided by the insolvent person for the probable assumptions and the preparation and
presentation of the projection.

Based on our review, nothing has come to our attention that causes us to believe that, in all
material respects:



a)  The hypothetical assumptions are not consistent with the purpose of the projection;

b)  As at the date of this report, the probable assumptions developed by the insolvent
person are not suitably supported and consistent with the plans of the insolvent person
or do not provide a reasonable basis for the projection, given the hypothetical
assumptions; or

c¢)  The projection does not reflect the probable and hypothetical assumptions.

Since the projection is based on assumptions regarding future events, actual results will vary
from the information presented even if the hypothetical assumptions occur, and the variations
may be material. Accordingly, we express no assurance as to whether the projection will be
achieved.

The projection has been prepared solely for the purpose of the above noted Companies’
Creditors Arrangement Act Proceeding and readers are cautioned that it may not be
appropriate for other purposes.

DATED AT the City of Vancouver, British Columbia, this 14" day of December, 2011.

Boale, Wood & Company Ltd.

Monitor appointed in the

Companies’ Creditors Arrangement Act proceedings of
Worldspan Marine Inc. Crescent Custom yachts inc.,
Queenship Marine Industries Ltd., 27222 Developments Ltd.
and (Jomposite FRP Products Lid.
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APPENDIX B

FRASER YACHTS REPORT DATED DECEMBER 9, 2011



4990 N. Harbor Drive, Suite #200
San Diego,
CA 92106, USA

December 9, 2010

Fraser Milner Casgrain
20th Floor, 250 Howe Street ,_{c'qﬂhs)\)

Vancouver, BC G @ a

V6T 3RE LN A
Attn: Mr. John Sandrelli / Mr. Jordan Schultz F R A S E R Y AC H T S

Re: Crescent 144

Dear Mr. Sandrelli and Mr. Schultz,

With the Monaco Yacht Show ending two months ago and the Ft. Lauderdale show ending nearly one
month ago, I wanted to give you the trend that we are seeing in superyacht sales and how the Crescent
fits into the scheme of the market. As you might imagine, it’s still a difficult market for new and
brokerage yachts but there are deals being made and the 144 is a marketable boat that will receive
inquiries and sell.

The Monaco show did not generate very many sales, although one gentleman from western Canada did
buy the 45m Hakvoort, MY TRUST (asking €26m) on the first day of the show (Praser had the listing).
Thus far the Ft. Lauderdale show appears to have generated few sales, but there was a positive sign in
that the attendance by qualified buyers was considered good and improved from last year.

For an overview of the market, please look at the first attached chart for Worldwide Brokerage Sales for
sail and motor yachts over 24m (85’). The second attachment has a 2010 and an YTD chart for new
worldwide build orders for boats over 24m. Of the 72 new builds YTD for 2011, 9 of those were built in
the US; 15 are in the 40m-50m range (the Crescent is 44m) with none built in the US. Please note that not
all builders consistently volunteer their sales numbers, therefore the figures are not 100% accurate,

I continue to feel that the Crescent 144’ is sitting in a comfortable market position, The third attachment
is a list of new builds that might be considered competitors and as you will see, there is a void of
offerings in the 140’ to 150" range. Below our length we have the Westport 130’ that has an asking price
of $20m (high asking price!) and above us we have the Northern Marine 151’ at $24m (very basic boat
that won't start until it's sold), Richmond 150’ at $29m and the popular Christensen 164’ with an asking
price of $36m. Obviously those prices are for completed yachts and aze negotiable. To my knowledge
there is nothing in the 41m - 49m size range being offered in North America. Therefore the 144 isina
unique position which we should exploit. Regardless of the lack of competition in the Crescent’s size,
when we do locate a buyer, we will be subject to the same very difficult negotiations and price
concessions that are taking place in both the brokerage and new boat market. The good news is that there
are boats being sold. With an improving economy our activity will increase which will lead to a sale.

With regards to pricing, at first glance the $18.9m asking price for the 144’ Crescent, in its current state, is
an attractive price for marketing purposes. Fraser Yachts is currently asking $18.9m dollars for the 144’
Crescent, given that the yacht is approximately 70 percent complete. The $18.9m is an asking price, not a
selling price for the 144’ Crescent in its current, incomplete, state.




4990 N. Harbor Drive, Suite #200
San Diego,
CA 92106, USA
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FRASER YACHTS

Once a buyer understands what that price includes, they will then add the completion costs. Using the
asking price as a base and adding the completion costs, depending on how they choose to finish it, the
effective finish price would be $26 to $29 m. This means that, if the yacht is finished, the yacht would cost
the ultimate purchaser between $26m to $29m.

Using either the current asking price or the completed price, a North American buyer looking for a new
build in our size range should be contacting us, since we are one of the few options in our size range and
we are Competitively priced. European buyers are less likely because they have plenty of choices in
Europe. Because the $18.9m is already a significant discount on the monies that have already been spent,
we are hopeful that the negotiations leading up to sale will allow for the least amount of reduction from
the $18.9 m asking price.

Regarding time needed tc find a buyer, it would not be at all unusual to take nine months. Fortunately
we are approaching the buying season (February - July) and, we hope, an improving economy, If
superyacht buyers gain confidence in the world economy, then they will start looking for new boats to
buy. The first yachts to be sold will be those yachts that are already under construction as “spec” builds.

As 1 have previously indicated, the purchaser of the yacht will want the yacht to be properly branded as a
Crescent Yacht, meaning that the yacht would be finished by Crescent. In the event that the yacht was not
finished by Crescent it would be what is known in the industry as a bastard yacht. In the event that the
yacht was not finished by Crescent, there could be itreconcilable problems relating to sea trials and
warranty. The Value of the yacht would be significantly impaired. The cost of moving the vessel from its
current location to any other location would be substantial. The build quality of the yacht, as is found in
both maritime surveys, is excellent. This means that the yacht has been built to a high standard and
should be completed in the same manner by Crescent,

To summarize our marketing, we are moving on several different fronts:

A. Internet - The 144 is on four websites- yachtcouncil.com , yachtworld.com,
boatinternational.com and fraseryachts.com. The vast majority of our leads are generated by the
internet. In my next report at the end of this month I will report the number of hits the 144 has
received and how it compares to other yachts,

B. Mailings - Monthly emails are routinely sent to brokers & selected clients reminding them of
the boat. Two have been sent out thus far. One example is attached. This avenue is the fastest
way to update and energize brokers & clients and create activity for a particular yacht,
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C. Printed media - We missed the October Ft. Lauderdale show publications due to when the
listing was signed. I typically limit my ads during December and January because it is the
stowest time of the year for inquiries. Our next big push in printed ads coincides with the Miami
Boat Show in mid February. From February through June we have extensive advertising planned
for the Crescent. Currently scheduled: December — Northwest Yachting, January- Boat
International, February — Sea (tentative), Northwest Yachting, March (Miami Boat Show issue) -
full page Yachis International, Vs page Showboats, April - Showboats, Bt. Internationel, Superyacht
World, Sea. To be candid, printed ads no longer generate the results as they did a decade ago,
but they are an still an important element to a marketing effort for a yacht and represent a
significant part of expenditure in our marketing budget.

D. Miscellaneous ~ At the Ft. Lauderdale Show we held 2 press conference especially for new
builds that Fraser Yachts was representing. The Crescent was included. I'have approached
two magazines about doing an article on the project. I will know by January if they will co-
operate, [ have proposed to our marketing group to do joint marketing with the other new
build offerings we have.

As for leads, we have two North American brokers who presented the boat to their clients. We have
three other brokers, two are from Europe, who have asked for more details about the build and are
presenting to their clients. Itis too early to see if any of these will develop into a visit to the yard.

Please do not hesitate to cortact me with any questions that you may have.

Best Regards,

et

Neal Esterly
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i. Executive Summary

Capitalized terms used in this Executive Summary have the meanings ascribed to them in the

body of this Report,

The total estimated costs to compiete construction of the Vessel are expected to range from

$11.241 million to $13.337 million, as follows:

Estimated Low Estimated High
Cost Category 5 3
Vesse] Construction Costs 10,103,275 12,138,599
Costs Ancillary to Vessel’s Construction & Delivery 1,137,740 1,198,240
Total Vessel Completion Costs 11,241,015 13,336,839

This estimate is based upon a number of assumptions including:

« that the construction activity will take place at Worldspan’s manufacturing facility over a
twelve (12) to fourteen (14) month period, commencing Janvary 2012;

¢ that the estimated Ancillary Costs to complete the construction of the Vessel include initial sea
trials and any necessary rectifications identified in the course of same, as well as payments to
key suppliers and sub-contractors in respect of claims for work performed before the Filing
date;

e that the price quotations received from sub-trades (once a date for recommencing construction
activities has been finalized) will not vary significantly from the estimates provided to, and
relied upon by, the VCO in the preparation of the Completion Cost Analysis; and

¢ US-based Tradespeople will bill for services in US funds, but the Canadian/US currency
exchange rate will remain at or near par (thereby not giving rise to foreign exchange issues).
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I. Introduction

Worldspan Marine Inc. (“Worldspan”) is a builder of luxury yachts.

On June 6, 2011 (the “Filing Date”), Worldspan and several related companies commenced
proceedings (the “CCAA Proceedings”) in the Supreme Court of British Columbia (the “Court™)
seeking protection from their creditors pursuant to the Companies' Creditor Arrangement Act
(Canada) (“CCAA™). Boale Wood & Company Limited was appointed as Monitor in the CCAA
Proceedings.

Prior to the initiation of the CCAA Proceedings, one of Worldspan’s creditors had commenced
proceedings in the Federal Court of Canada and caused the vessel bearing hull number
QE014226C010 (the “Vessel”) to be arrested in those proceedings.

On July 22, 2011, on the application of Harry Sargeant III (“Sargeant”) in the CCAA Proceedings,
the Court made an order (the “VCO Order”) appointing Wolrige Mahon Limited as Vessel
Construction Officer (the “YCO”) of the Vessel.

The VCO’s mandate under the VCO Order is to “endeavour to prepare an analysis of the cost to
complete the construction of the Vessel in accordance with the existing specifications set forth in or
atached to the [Construction Agreement] dated February 29, 2008 between Sargeant and
Worldspan, as subsequently amended by any change orders known to the VCO (the “Completion
Cost Analysis”), with the ultimate objective, upon further order, of completing construction of the
Vessel for delivery to Sargeant”.
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II. Purpose & Limitation of Report

Purpose of Report
This is the VCO’s second Report to the Court,

The purpose of this Report is to provide the Court with an update as to the VCO’s activities since
September 16, 2011 (the date of its first report to the Court) and to provide the VCO's Completion
Cost Analysis, '

The Completion Cost Analysis is composed of two cost categories, being:

¢ the estimated Vessel construction costs, which include all direct and indirect costs required to
complete the Vessel’s construction (the “Construction Costs”), and

» non-construction costs ancillary to the Vessel’s construction and which are essential for delivery
of a finished product to the purchaser (“Ancillary Costs”), which include:

* the claims of various key sub-contractors, suppliers and tradespersons (collectively referred
to as “Tradespeople™) for work performed before the Filing date which must be paid before
such key Tradespeople will perform any additional work on the Vessel (collectively, the
“Pre-Filing Trade Claims™),

* costs associated with removing the Vessel from Worldspan’s manufacturing facility (the
“Building”) and launching the Vessel; and

»  costs associated with the Vessel’s initial sea trials.

Limitation of Report

In preparing this Report the VCO has relied upon:

¢ unaudited financial and other information obtained from Worldspan;
» discussions with Worldspan’s ménagement;

e discussions with, and review of cost estimates submitted by: (i) tradespersons familiar with the
Vessel; (ii) tradespersons with knowledge and experience in the maritime construction industry,
and (iii) other professional advisors retained by the VCO in connection with the preparation of
the Completion Cost Analysis,

The VCO has not audited, reviewed, or otherwise attempted to verify the accuracy or completeness
of such information and, accordingly, the VCO expresses no opinion or other form of assurance in
respect of such information. The VCO may alter its observations as further information is obtained
or is brought to the VCO’s attention after the date of this Repott.
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Uncertainty as to Construction of the Vessel. Readers should be cautioned that it is uncertain as
to whether construction of the Vessel will re-commence while title to the Vessel remains with
Worldspan and, if it does, who will oversee the construction.

Variance in Estimates. Readers are also cautioned that the cost estimates received and reported
upon herein are not fixed price quotes, are subject to change and only encompass estimated costs to
be incurred during completion of the Vessel’s construction and launch (as well as certain other
ancillary costs expressly identified in this Report).

Validity of Assumptions. Readers are further cautioned that all cost estimates received and
reported upon herein are based upon assumptions about future events and conditions. Actual costs
may vary from the cost estimates even if the underlying assumptions materialize. Most
importantly, the variations may be significant.

This Report has been prepared solely for the purposes of the CCAA Proceedings and may not be
suitable for any other purposes. The VCO assumes no responsibility or lability for, and disclaims
any and all liability for, any loss or damage incurred or suffered by any party as a result of the use
of this Report in any manner or as a result of the circulation, publication or reproduction of it. Any
use which any party makes of this Report or any decisions made based on it are the responsibility of

that party.
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III. Completion Cost Analysis

As detailed in the Completion Cost Analysis, the VCO estimates the total costs of delivering a
finished product to the purchaser at between $11.241 million and $13.337 million (net of HST),
broken down as follows:

¢ as set out in Appendix “A”, estimated Construction Costs are between $10.103 million and
$12.139 million; and

+ as set out in Appendix “B”, estimated Ancillary Costs are between $1.138 million and $1.198
million,

A. Key Assumptions with respect to the Vessel Construction Project

In the ordinary course, much of the Vessel construction work would be performed by
Worldspan’s workforce, with numerous sub-contractors being retained to provide specialty
trades and services (e.g. installation of electronics, millwork, galley, etc.) Worldspan’s
workforce of approximately 90 to 100 people was laid off sometime prior to July 2010 (over
18 months ago) and may, or may not, be capable of being reassembled.

The Completion Cost Analysis assumes that the most expeditious and efficient method of
completing the Vessel’s construction is to sub-contract the remaining work to those
Tradespeople that previously worked on the Vessel and who are most familiar with the Vessel
and its construction to date. Where practicable, the work that otherwise would have been
performed by Worldspan’s workforce would be sub-contracted to these Tradespeople.

As discussed in the VCO’s report of September 16, 2011, the VCO retained the services of
David Boudreau and Martin Biros (both former Worldspan employess) to assist with the
preparation of the Completion Cost Analysis. Messrs. Boudreau and Biros made initial
contact with the Tradespeople and introduced them to the VCO. The VCO discussed and
solicited these Tradespeople’s assistance in providing updated information as well as cost
estimates for the work to be performed by them in completing the Vessel.

In view of the limited time available to the VCO in which to gather estimates for the
Completion Cost Analysis, and considering the Tradespeople’s familiarity with the Vessel, the
VCO believes the Tradespeople are the best qualified to complete the work.

Many of the Tradespeople have outstanding Pre-Filing Trade Claims, and some Tradespeople
have asserted maritime liens in respect of such claims. All insist on being paid the full amount
of their Pre-Filing Trade Claims before doing any more work on the Vessel, Because the
Tradespeople are, in the VCO’s view, essential for the timely completion of the Vessel
construction, the VCO has assumed that their Pre-Filing Trade Claims will be paid in full in
the course of construction of the Vessel.
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During their discussions, the VCO was advised by a number of the Tradespeople that,
irrespective of whether their Pre-Filing Trade Claims were paid, they would not perform any
further work on the Vessel if Worldspan was the contractor or was oversesing construction,
For that reason, and considering the ongoing dispute between Worldspan and Sargeant, the
Complestion Cost Analysis assumes the VCO will be responsible for co-ordinating the
completion of the Vessel’s construction.

The Completion Cost Analysis also assumes Messrs, Boudreau and Biros will be responsible
for overseeing day-to-day construction activity and overall project management. Technical
support is to be provided by MTS Yachts Management & Technical Services (“MTS"), as
required.

B. The Vessel’s Estimated Construction Costs

Attached as Appendix “A” hereto are details of the Vessel’s estimated Construction Costs
and the assumptions underlying the estimates.

1. Key Assumptions

The following are some of the key assumptions made by the VCO in relation to the
completion of the Vessel and preparing estimates of the Construction Costs:

. the Vessel will be constructed in the Building and all construction activities will
be compatible with the business activities of any new, non-shipbuilding co-
occupants,

U construction will be completed within a twelve (12) to fourteen (14) month

period, commencing in January 2012,

. final price quotations from Tradespeople (to be obtained at the time construction
of the Vessel recommences) will not vary significantly from those recently
provided to the VCO; and

. satisfactory financial arrangements will be made with those Tradespeople having
Pre-Filing Trade Claims, such that construction activities by those Tradespeople
will commence in a timely fashion.
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2. Estimated Construction Cost Summary

The following table summarizes the VCO’s estimate of the Construction Costs.

Estimated Low | Estimated High

Cost Category $ $
Start Up 55,250 55,250
Material, Labour & Sub-Contractor Costs 8,527,645 10,014,956
Administrative Overhead 1,520,380 2,068,393
Total Estimated Construction Costs 10,103,275 12,138,599

€. Estimated Ancillary Costs

Once built, the Vessel will need to be moved from the Building to the launch site and, after
[aunch, undergo initial sea trials to identify any deficiencies.

Attached as Appendix “B” are details of the Estimated Ancillary Costs and the assumptions

underfying the estimates.

1. Key Assumptions

The following are some of the key assumptions made by the VCO in preparing estimates

of the Ancillary Costs:

. the Pre-Filing Trade Claims of key Tradespecple must be paid during the course
of construction;

. the purchaser of the Building is fully aware of, and consents to, the structural

alterations to the Building that will be necessary in order to safely remove the

Vessel upon completion of construction; and

. once the Vessel has been launched and initial sea trials have been completed, any
deficiencies and repairs will not be performed at the Building, but at another

location.
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2. Ancillary Costs Summary

The following table summarizes the VCO’s estimate of the Ancillary Costs.

Estimated Low | Estimated High

Cost Category 8 §
Pre-Filing Trade Claims 924,773 925,273
Costs of Launching Vessel & Initial Sea Trials 212,967 272.967
Total Estimated Ancillary Costs (Note 1) 1,137,740 1,198,240

Note 1: The costs associated with repairing deficiencies identified in the initial sea
trials are unknown and no amount has been included for them in the Ancillary Costs,
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IV. Issues Affecting Completion of the Vessel

The CCAA and related Federal Court proceedings have, to date, been very litigious, Not only is
there a dispute between Worldspan and Sargeant regarding construction of the Vessel and funding
for such construction under their Construction Agreement, there are a number of creditors of both
Worldspan and Sargeant that have claimed an interest in the Vessel. There are, in addition, a
number of matters that will arise in relation to the completion and delivery of the Vessel.

While the VCO’s mandate does not require that the VCO resolve or opine on these matters, the
YCO notes that the final cost of completing construction of the Vessel, and the availability of
funding from Sargeant (or, alternatively, the amount that can be realized from the sale of the Vessel
to a third party), will likely depend upon the resolution of these outstanding issues.

A, Delivery of Clear Title Upon Completion.

A number of parties have asserted claims against Worldspan and/or Sargeant and against the
Vessel. Undoubtedly, Sargeant’s decision as to whether to fund the completion of the Vessel
will depend in part upon:

¢ the validity, amount and priority of any maritime liens asserted as against the Vessel,

» the ability of Sargeant’s or any of his company’s creditors to assert an interest in the
Vessel; and

e the resolution of the pending litigation between Worldspan and Sargeant, including
Sargeant’s security interest in the Vessel.

The aforementioned issues will most likely also impact on the amount that might be realized
from the sale of the Vessel to a third party.

B. Oversight of the Vessel’s Construction,

If Sargeant elects to fund completion of the Vessel, a determination must be made as to who .
will oversee construction. While Worldspan is stiil the owner of the Vessel and may want to ]
complete the Vessel itself, as noted above, a number of key Tradespeople whose cost estimates :
are included in the Completion Cost Analysis have indicated they are not prepared to provide
services to Worldspan.

Although the Completion Cost Analysis assumes that the VCO would be appointed to oversee
the completion of the Vessel’s construction, there are, of course, several altornative scenarios,

including:
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» the Vessel is completed by Worldspan during the pendency of the CCAA Proceedings;

¢ the CCAA Proceedings are terminated and the Vessel is completed by a Receiver Manager
either at the Building or at another shipbuilding facility; and

o the CCAA Proceedings are terminated and the Vessel is acquired by Sargeant or another
party and complsted at another shipbuilding facility.

The costs associated with each of these alternatives could vary significantly from costs
estimated by the VCO as contemplated by this Report.

C. Construction of the Vessel at the Building

The Completion Cost Analysis assumes the Vessel will be constructed in the Building, If
Sargeant (or some other party) were to become the owrner of the Vessel prior to its completion,
it is unclear whether construction could or would continue at the Building, or how this would
affect the Completion Cost Analysis.

Issues also arise due to the fact that the Building is not likely to be owned by Worldspan when
construction recommences, including the following:

o+ there is now a new, non-shipbuilding co-occupant of the Building and it is uncertain
whether construction activities on the Vessel are compatible with the co-occupant’s
tenancy and activities;

¢ structural alterations to the Building will be necessary in order to safely remove the Vessel
upon its completion (estimated cost included in the Ancillary Costs), and it will
undoubtedly be necessary to obtain landlord consent to make these alterations; and

s the new owner may sell the Building prior to completion of the Vessel's construction.

Confirmation of compatibility of operations (i.e. construction of the Vessel and those of the |
new, non-shipbuilding co-occupant), the landlord’s consent to the necessary structural
alterations and the potential costs thereof, and occupancy until completion of the Vessel’s
construction would enable the VCO to narrow the range of costs estimates included in the
Completion Cost Analysis.

D. Insurance

The insurance underwriters for the Vessel are completing a marine survey to confirm the value
of the Vessel. The underwriters are also assessing whether the commencement of the CCAA
Proceedings, the anticipated recommencement of construction activities, and/or the presence
of the new, non-shipbuilding co-occupant of the Building give rise to a change in risk for
insurance purposes.
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The underwriters advise that once this information has been obtained (after November 1,
2011), they will be able to update the three-month temporary premium with a firm quote on
premiums for revised insurance coverage.

Insurance coverage is an important factor, Until the full extent and cost of insurance coverage
available during the completion of the Vessel’s construction is known, Sargeant (or another
financier or purchaser) may not be prepared to commit to funding the project.

E. The “Crescent Yacht” Brand Name

The VCO understands that Sargeant would like the Vessel to bear the Crescent Yacht brand
name upon completion, It is uncertain whether the Vessel can be branded as a Crescent Yacht
if the Vessel’s construction is not completed by Worldspan.

This is not a construction cost issue, however, it may be expected that Sargeant will seek
certainty as to the Vessel’s branding prior to making funding avaitable to complete
construction.

F. Warranties from Equipment Suppliers

Construction on the Vessel has been idle since the Spring of 2010 (18 months). Upon
completion of the Vessel and the initial sea trials, the availability and extent of manufacturers’
and suppliers’ warranties for parts, machinery (e.g. engines), equipment (e.g. electronics) and
workmanship will need to be ascertained.

This is also not a construction cost issue, however, it may be expected that Sargeant will seek
certainty as to the warranty arrangements with various manufacturers and suppliers prior to
making funding available to complete construction.
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V. Comparison to Previous Estimates of Completion

There are two existing estimates as to the Vessel’s status (percentage of completion):

e Even Keel Marine Consultant’s marine survey of March 2010 (just prior to Worldspan ceasing
activity on the Vessel) indicated the Vessel was approximately 59.8% complete, with a further
5% allowance for offsite millworking not installed (total of 64.8%); and

« Patton Marine Inc.’s marine survey of January 2011 (eight months after Worldspan had ceased
activity on the Vessel) indicated the Vessel was approximately 70% to 75% complete.

The VCO is advised by Sargeant that, from March 2007 to April 2010, Sargeant advanced US
$20.65 million to Worldspan under the Construction Agreement. When these costs are considered
in conjunction with the above-noted percentage of completion estimates, the final Vessel
construction costs would be between US $27.5 million and US $31.8 million.

In comparison, using the VCO’s Completion Cost Analysis, the estimated total construction costs of
the Vessel range from US $31.691 million to US $33.987 million.
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VYI. Conclusion

The VCO estimates completion of the Vessel’s construction will require twelve (12) to fourteen
(14) months at an estimated cost of $11.241 million to $13.337 million.

All which is respectfully submitted this 31 day of October, 2011.

WOLRIGE MAHON LIMITED
Court{ Appointed Vessel Construction Officer for
vessel beayi ifl number QE014226C010

Gord McMorran €A CIRP
Vice - President
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Appendix A

Estimated Construction Costs

S

WOLRIGE MAHON LIMITED

TRUSTEES IN BANKRUPTCY, RECEIVERS, LIQUIDATORS




“uonvuLtofur priuvis) ayg fo Aovanooy 10 ssauagapdutos siy 07 s» HOYBINISIAIL ON VI PIITULT HOYVIT aBugopy azyprrsyy suonpdunsso Swfepun 2y ft
w30 ‘sagvuryss 3503 2y wokf ApguvorfiuSis fava fvw 51509 [PNEYY FlqUMIDLIIST J0U 248 JUYZ SUOHIPUD puy Spuaaa 2aminf 1noqu suorydunssy uodn paseq
aup yazym ‘sayind piyy fg poyiugy uoyepy aBLjop 03 paprecsd ‘S1S00 paTEIgSD SOTIIDUIMMNS SINPIYDS ST Ul PIULTIHOD HorpmHLIofur juvuLf oY

e E R L e

it SRR mﬁgﬁ%&z%wﬁhﬂww:\ﬁm Ao
BEZZ 0L

R BTy G P e e R T Tt T

A e R T e S A s A P

St

Apjpeg pus 2050 - 51507 SAnENSIIMIDY
salE[eS P S95,] WewaBeuwepy palo1] - s1500) sanenSNIAIDY
151507) PUIYLEa() FALIUAISIHIMIPY 5

19101-915

sBeeL

m 182725

m 000001 nwwmmD Honmuﬁw
w_“ £9€30Z UONERQRISU] pue FUimoejTirely] e0eIng piog:
m_ 000'SELT uonE[[RISU] pue SUTImDEnURAY Fwﬁadm
m« 057 0¥1 wsjsds Suproyuon pum JonHod (35
m.u (00'S0E'T BuueewBug pue uoneyEsu] ﬁmuEu@mmw
wm. 000'GY SnaurBug mmuﬂusbmm
ﬂ. 090'6.49 TISUNTITeIaTU UoneSiaepn ‘Smone@E: 2
ﬁ 046 n.m :

S[eLISYejy PIIpULs .m
pasepiand aq 03 pIPII NS S[EUNEW HuwﬁOw
TEITLRIIN i

rRirmdnyg

UOTRATIINE| L4

351507 L0JIVLUCY-QNG £ IO [ULBIVIA vuuuﬁanmr

51500 UGTIONIISUOY PIjRULNSH

V., LIdIHXH

TRUSTEES IN BANKRUPTCY, RECEIVERS, LIQUIDATORS

WOLRIGE MAHON LIMITED



APPENDIX A

Estimated Construction Costs

Exhibit “A”, on the opposite page, shows that estimated Construction Costs may range between $10.103
million and $12.139 million. As shown, there are three main cost sections: (i) start up costs; (ii) material,
labour & sub-contractor costs; and (iii) administrative overhead costs. The following are the assumptions
made by the VCOQ in conjunction with Estimated Construction Costs:

A. General Assumptions

General assumptions underlying the estimated Construction Costs include:

funding arrangements for the construction project being confirmed by mid-November 2011;

the minimum estimated Construction Costs assumes that the Vessel construction work will be
completed over a twelve (12) month period (or less), with few problems or difficulties being
encountered by the Tradespeople;

the maximum estimated Construction Costs assumes that the Vessel construction work wili be
completed over a fourteen (14) month period, with problems and difficulties being encountered

by the Tradespeople;

Canadian-based Tradespeople will bill for services in Canadian funds and US-based
Tradespeople will bill for services in US funds, but the Canadian / US currency exchange rate
will remain at or near par (thereby not giving rise to foreign exchange issues); and

Harmonized Sales Tax (“HST”) charged by Canadian-based Tradespeople will ultimately be
recovered by the VCO, therefore HST is not included in the estimated costs.

B. Start Up Costs

It is assumed that during a six (6) to eight (8) week period (from mid-November 2011 to mid-January
2012) the VCO would:

confirm employment of key project management personnel and other employees;

prepare the Vessel’s build schedule and arrange for occupancy of premises, insurance, utilities
and services,

re-establish contact with the American Bureau of Shipping and the MCA to confirm completion
of the Vessel under their yacht classifications and codes;
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. h._:

o confimm price estimates with the Tradespeople as well as the timing of re-commencement of their
construction activities;

¢ clean all work areas on the Vessel, as well as work areas in the Building that would be used by
the Tradespeople; and

e arrange for a newly formed company to be used for the sole purpose of completing the Vessel’s
construction.

¢, Estimated Material, Labour & Sub-Contractor Costs

All of the sub-contractors contacted by the VCO have extensive experience and knowledge in the
yacht building industry and most were utilized on this project by Worldspan. Given the ight
timeframe to complete the Completion Cost Analysis, the VCO expanded the mandate of certain
Tradespeople (i.c. asked for them to provide estimates for completing more work on the Vessel than
originally contemplated by Worldspan) in order to obtain cost estimates.

It is assumed that during the twelve (12) to fourteen (14) month period (from January 2012 to
February 2013):

» construction activity on the Vessel would recommence and be completed by Tradespeople that
previously worked on the Vessel,

o  Mossrs, Boudreau and Biros would work jointly, overseeing the day-to-day activities of the
Tradespeople on the project;

s MTS would provide technical support where needed, as well as consult with Messrs. Boudreau
and Biros on a regular basis, monitoring the progress of the Vessel’s construction; and

e completion of “as built” drawings of the Vessel would be prepared.

D. Administrative Overhead Costs

It is assumed that during the twelve (12) to fourteen (14) month period (from January 2012 to
February 2013):;

e the VCO would oversee administrative activities, manage the accounting and provide financial
reporting;

e the VCO would be in constant communication with the project managers (Messrs. Biros and
Boudreau) and MTS; and

¢ the VCO would provide reporting to the Court, and other stakeholders, as required.
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Appendix B
Estimated Ancillary Costs
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APPENDIX B

Estimated Ancillary Costs

Exhibit “B”, on the opposite page, shows that estimated Anciliary Costs may range between $1.138
million and $1.198 million. As shown, there are two cost sections: Pre-Filing Trade Claims and Cost of
Launching the Vessel & Initial Sea Trials. The following are the assumptions made by the VCO in
conjunction with Estimated Ancillary Costs:

A. Pre-Filing Trade Claims

The Tradespeople listed in Exhibit “B” have asserted Pre-Filing Trade Claims which must be paid
before these key Tradespeople will recommence construction activities on the Vessel.

B. Costs of Launching the Vessel & Initial Sea Trials
It is assumed that:

» once the Vessel’s construction is completed, the Building will be altered, the Vessel will be
moved outside where the hard top will be attached and then the Vessel will be moved by barge to
a third party shipyard where it will be launched;

e once the Vessel has been launched and initial sea trials have been completed, any deficiencies and
repairs will not be performed at the Building but at another location; and

e there are likely to be costs incurred for rectification of deficiencies identified during the initial sea
trial, but as these are unknown, the VCO is unable to provide an estimate as to these costs.

The VCO notes that:

« the minimum estimated costs o complete are based upon few problems or difficulties being
encountered either launching the Vessel or during initial sea trials; and

¢ the maximum estimated costs to complete are based upon problems and difficulties being
encountered either launching the Vessel or during initial sea trials.

It is assumed that HST charged by Canadian-based Tradespeople will ultimately be recovered by the
VCO, therefore HST is not included in these estimated costs,
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