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INTRODUCTION AND BACKGROUND

Introduction

1

Pursuant to the Order of the Court of Queen’s Bench of Alberta (the “Court”) granted on August 13,
20009 (the “Receivership Order”), Deloitte & Touche Inc. (“Deloitte”) was appointed as Receiver and/or
Receiver and Manager (the “Receiver’) of Calgary West Hospitality Inc. (“Calgary West" or the
‘Company”) o/a the Stampede Casino (the “Stampede Casino”) with directions to take control of the
Company’s property at 3:00 a.m. on August 17, 2009. A copy of the Receivership Order and further
filed pleadings and proceedings can be accessed via Deloitte’s website at www.deloitte.ca under the

Insolvency and Restructuring link.

The Receivership Order was the result of an application by the Bank of Montreal (“BMQO”), which
holds registered security over all of the Company’s present and after acquired property. The
Receiver's legal counsel, Macleod Dixon LLP, has completed an independent review of the security
held by BMO and determined that it is valid and enforceable and that BMO is in first position with

respect to any distribution of funds.

Notice to Reader

3. The First Report of the Court-Appointed Receiver was filed on August 25, 2009 (the “First Report”).

4. This report constitutes the Second Report of the Court-Appointed Receiver (the “Second Report”). It

is being filed in support of the Receiver's application to this Honourable Court on April 26, 2010 (the
“April 26 Application”) requesting the following:

a. Approval for an increase to the Key Employee Retention Plan (the “KERP”) that was originally

approved by this Honourable Court on August 28, 2009;

b. A declaration that the Receiver will not commence legal proceedings on behalf of the Company
against the Calgary Exhibition and Stampede Limited (“CES”), as set out in paragraph 3(j) of the

Receivership Order (the “Proposed Proceedings”);

c. Direction with respect to the potential marketing of and realization on the Proposed Proceedings;
and

d. The sealing of the Receiver's First Confidential Report (the “Confidential Report”), which will be
provided to this Honourable Court in conjunction with the April 26 Application and contains
detailed information regarding both the KERP and the Receiver’s legal counsel's investigation of
the Proposed Proceedings.
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Background
5. Calgary West is a private Alberta company, incorporated in 2005. The Company is involved in the

ownership, operation and management of the Stampede Casino, a facility located at 421 - 12"

Avenue SE in Calgary, Alberta and licensed by the Alberta Gaming and Liquor Commission.

The Receiver is continuing to operate the Stampede Casino pending the successful sale of the
Company as a going concern or the successful sale of the shares of a wholly owned subsidiary of
Calgary West which, in the event of a share sale, will hold all of the Company’s assets.

SALE PROCESS

7.

As outlined in the First Report and approved by the Court pursuant to the Order granted on August
28, 2010, The Receiver engaged HLT Advisory (“HLT") to assist in the sale of the Stampede Casino
as a going concern. HLT undertook a three step sale process (the “Sale Process”): which can be

summarized as follows:

a. Step 1 — HLT reviewed background information and prepared a sales teaser and a Confidential
Information Memorandum (the “CIM");

b. Step 2 — HLT distributed the sales teaser and the CIM to interested parties; and
c. Step 3 — HLT received potential offers and participated in subsequent negotiations.

At present, Step 3 of the Sale Process is ongoing.

KEY EMPLOYEE RETENTION PLAN

9.

10.

11.

On August 28’ 2009, this Honourable Court granted an Order authorizing the KERP, pursuant to
which twelve key managers, working in areas such as table games, food and beverage, surveillance
and security and engineering (the “Key Employees”), were to receive bonuses equivalent to 1.5
month’s salary (the “KERP Bonuses”). The total amount due pursuant to the KERP Bonuses was
originally estimated as $106,000. To date, approximately $45,500 has been paid pursuant to the
KERP (the “Interim Payment’). Since the KERP was implemented, three of the twelve Key
Employees have left employment with the Company.

As the Sale Process has now extended well beyond what was originally anticipated, the Receiver is
recommending an increase in the KERP such that each of the Key Employees will be paid one
additional week’s salary (the “Revised KERP Bonuses”).

Following the Receivership, two employees, who originally had not been included in the KERP, were
promoted into key positions in security and tables (the “Additional Key Employees”). The Receiver is
recommending that the Additional Key Employees, who did not participate in the Interim Payment, be
made eligible to receive bonuses consistent with the final payment being made to the Key Employees

pursuant to the Revised KERP Bonuses (approximately four weeks salary).






