Court File No. 06-CL-6752

ONTARIO
SUPERIOR COURT OF JUSTICE — COMMERCIAL LIST

BETWEEN:
JAMES RYAN
Applicant
-and-
6356095 CANADA INC.
Respondent

APPLICATION UNDER SECTIONS 211(8) AND 223(2) OF THE CANADA BUSINESS
CORPORATIONS ACT, R.S.C. 1985, ¢. C-44, AS AMENDED, AND RULE 14.05(2) OF
THE RULES OF CIVIL PROCEDURE

SUPPLEMENTAL REPORT TO THE
THIRD REPORT TO THE COURT OF XMT LIQUIDATIONS INC.

Date of Report: August 31%, 2010
Purpose of Report

1. This report is filed to supplement certain information contained in the Third Report to the
Court of XMT Liquidations Inc., in its capacity as the court appointed liquidator of the
Respondent, formerly known as Excapsa Software Inc. (the "Liquidator"), dated August
25, 2010 (the "Third Report") as a consequence of additional information becoming

available to the Liquidator subsequent to the filing of the Third Report.

2. Capitalized terms used herein and not otherwise defined herein have the meaning

ascribed to them in the Third Report.
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Further Correspondence from Counsel to Blast Off Limited

3. Paragraph 21 of the Third Report referred to correspondence from Blast Off's counsel
dated August 10, 2010 alleging certain facts regarding the operations of the Respondent
prior to the October 2006 sale to Blast Off which facts were alleged to possibly have
significant implications for the future profitability of Blast Off.

4, Further correspondence from Blast Off's counsel dated August 27, 2010 (and addressed
to counsel to the Inspectors) declared that as a result of the concerns raised in the August
20, 2010 letter the holder of the Long Term Debt (as defined in the Amending
Agreement) has elected to exercise its rights in respect of the collateral forming the
subject matter of its security agreement and that such collateral has been conveyed in
accordance with the terms of the security agreement. The correspondence does not
specify to whom such collateral has been conveyed but does state that counsel to Blast
Off has been advised that the conveyed collateral does not include any collateral over

which Excapsa has been granted a security interest.

5. The August 27, 2010 letter also states that given the concerns raised in the August 10,
2010 letter, Blast Off intends to wind-up any and all operations related to the assets over

which Excapsa has been granted a security interest.

6. The Liquidator understands that counsel to Blast Off is taking the position that certain
information contained in both the August 10, 2010 letter and the August 27, 2010 letter
constitute without prejudice communications in light of potential impending litigation
against Excapsa or are otherwise confidential. Accordingly, the Liquidator has not
provided a copy of such correspondence to this Court but obviously will do so if so

directed by the Court.
Blanca Games, Inc. Press Release

7. A copy of a press release issued by Blanca Games, Inc. ("Blanca Games") on August 26,
2010 is attached hereto as Appendix "A" (the "Press Release").
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8. The Press Release states that Blanca Games has acquired the Cereus Poker Network
("Cereus") which includes the network operations, software, the absolutepoker.com

brand and the'ub.com brand.

9. The Liquidator understands that Tokwiro Enterprises Enrg., a sole proprietorship of
Joseph Tokwiro Norton, controls Cereus. The Liquidator also understands that Joseph
Tokwiro Norton is the sole shareholder of Blast Off. Joseph Tokwiro Norton is a former

Grand Chief of the Mohawk Council of Kahnawa:ke.

10. At this time, the Liquidator has been unable to confirm whether or not the conveyance of
collateral referred to in the August 27, 2010 letter is related in any way to the sale
transaction described in the Press Release. However, the Liquidator is concerned that
assets of Blast Off over which Excapsa has a security interest have possibly been
conveyed to Blanca Games. If this is in fact true, then such a conveyance would be in
breach of or have otherwise triggered various rights under the Amending Agreement and
related documents including the underlying security agreements (collectively, the
"Documents"). Even if such a conveyance did not include assets over which Excapsa
has a security interest, it may have triggered the application of certain other provisions of
the Documents including the right to require full payment of the New Notes. The
Liquidator is aware that counsel to the Inspectors has responded to the August 27, 2010

letter and has raised these concerns with counsel to Blast Off.

11.  The Liquidator is attempting to use all commercially reasonable means possible in order
to obtain all of the facts related to the conveyance referenced in the August 27, 2010
letter and the sale to Blanca Games as quickly as possible in order to determine whether
or not any of the assets over which Excapsa has been granted a security interest are in
fact involved and whether or not these transactions are in breach of or otherwise trigger
rights under the Documents. To the extent available and commercially practical, the

Liquidator intends to enforce all of its or Excapsa's rights and remedies in this regard.
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Payment Default by Blast Off

12.

13.

14.

Blast Off failed to make the payment of US $50,000 due to Excapsa on August 27, 2010
in accordance with the terms of August 5 Undertaking in connection with Blast Off's

payment obligations under the New Notes as described in paragraph 20 in the Third
Report.

Notice of this default was provided to Blast Off by the Liquidator's counsel on August
30, 2010. |

Pursuant to the August 5 Undertaking, a payment of US $75,000 is due from Blast Off to
Excapsa on September 3, 21010

Resignation of Last Director

15.

On August 23, 2010, Gail Gleed resigned as a director of Excapsa, leaving Excapsa with
no directors. As outlined at paragraph 34 of the Third Report, the Liquidator is of the
view that a functioning board is not required and that the resulting director fees that
would be associated with having directors can be saved. Gail Gleed remains as the sole

Inspector of Excapsa in these liquidation proceedings.

Correct Appendix D to the Third Report

16.

The first attachment to Appendix D of the Third Report, being pages from and including
94 to and including 98 of the motion record of the Liquidator for the motion in these
proceedings returnable on September 2, 2010, was the incorrect attachment and should
have been the Amendment to Sale Documents Agreement dated as of September 22,

2008 as attached hereto as Appendix "B".
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All of which is respectfully submitted this 31* day of August, 2010.

XMT LIQUIDATIONS INC.,, in its
capacity as llquldator of 6356095
Canada Inc., and not.ix 3 :
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Appendix A — Blanca Games Press Release dated August 26, 2010.

AppendixB - Amendment to Sale Documents Agreement dated September 22, 2008.
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This is Appendix A of the Supplemental Report to the Third Report to the Court of XMT
Liquidations Inc.

Blanca Games Press Release dated August 26, 2010.
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Blanca Games Acquires Cereus Network

New Ownership for AbsolutePoker.com and UB.com

ST. JOHN'S, Antigua and Barbuda, Aug. 26 /PRNewswire/ -- Blanca Games, Inc. (Blanca), led by e-gaming entrepreneur Stuart
Gordon, today announced that Blanca has acquired the Cereus Poker Network (Cereus), one of the largest poker networks in the
world. The terms of the transaction were not disclosed.

Blanca's acquisition of Cereus includes the Network operations, software, the absolutepoker.com brand, and the ub.com brand.
Blanca has received authorization from the Kahnawake Gaming Commission (KGC) to complete the acquisition and operate the
Cereus Poker Network.

Stuart Gordon, Chief Executive Officer of Blanca Games, said, "The acquisition of Cereus is a significant opportunity for us.
Cereus is a major platiorm of well-managed assets. Over the past few years, it has created new brands, like ub.com, that are
extremely well-positioned in the most desirable demographic in our market: players in the 20s and 30s age brackets. From our
perspective, we have acquired a large, sophisticated online gaming operation with state-of-the art capabilities, ranging from
compliance to business intelligence to online marketing to customer service. We see a tremendous growth opportunity in this deal
and beyond, as Blanca seeks additional acquisitions in the market."

Mr. Gordon further commented, "We are confident that the Cereus Network has found an excellent home in Blanca Games. Over

the past several years, Cereus has developed into an outstanding platform, which is poised for significant growth. This transaction
will benefit Cereus players and employees alike. We expect no changes in the playing experience on the Cereus sites, except for

the improvements that will likely be the long-term result of this transaction.”

Commenting on Blanca's priorities for Cereus going forward, Mr. Gordon added: “We intend to leverage the existing strengths of
the Cereus Poker Network, particularly in the areas of security and customer service. Although we are impressed with many of
the new security features on the Network today, security is and will remain our top priority. We're also pleased with the efficiency
and the player-friendly approach of Cereus's customer service operation, but we will always be seeking to improve in this area.”

About Blanca Games, Inc. Stuart Gordon established Blanca Games, Inc. for the purposes, among others, of making acquisitions
in the online gaming industry, including the purchase of the Cereus Poker Network. Mr. Gordon is the CEO of Blanca and is a
pioneer in the online gaming industry. He is also the founder and operator of bingomania.com and Helix Gaming International,
Ltd, which are licensed and regulated both in the jurisdictions of Kahnawake and Antigua. http:/blancagames.com/

SOURCE Blanca Games, Inc.
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This is Appendix B of the Supplemental Report to the Third Report to the Court of XMT
Liquidations Inc.

Amendment to Sale Documents Agreement dated September 22, 2008.
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AMENDMENT TO SALE DOCUMENTS

This Amendment (the “Amendment™) is made as of the last date set forth below, by and
among 6356095 Canada Inc., formerly known as Excapsa Software Inc.. a corporation continued
under the laws of Canada (the “Seller™), Blast OfT Limited, 2 corpordlion established under the
lews of Mal (the *Buyer”™) and Tokwiro Enterprises ENRG, a sole proprietorship registered
under the laws of the Province of Quebec (“Tokwiro™). The Seller and the Buyer are seferred 10
herein as the “Parties".

WHEREAS, the Buyer.and the Selier entered into a Stock-Puichase Agreement effective
Qctaber 12, 2006 -pursuant to which the ‘Seller sold gll of its shares of Game Theory Holdings
Lid, (“GTHI.") and Excapsa Services Inc. 10 the Buyer, and in-corineetion: therewith. the Buyer,
{ts Subsidiaries and. the Scller hade also entered intd,: or-agréed 1o-enter into, .4n Addendum,
Promissary-Note.and Security Agreement of even.date, and: certain:
particularly- desciibed in Sehedile “A™ hereto {rogetlrer veferved “to- herein ‘collectivély as the
“Sale. Documents™); : o

AND WHE;REAS, Iok'wiro has purchased al! of ﬂ.le:t_)l‘.lF'St:i,ﬁ‘id'i.l)g_ shares.of the Buyer (the
“Secondary. Transfer"), which sale remains’ subject to e Subsequémi- approval of this
Amendment: . :

' °fa Couﬂ Oidgr made on
Ontario. Supeiior Court of
ed December 22, 2006.and

_ AND WHEREAS, .the Seller is in
November. 30, 200 '
Jusiice (“Comicoer

Angust 21, 20085

-substivure Tiquidator:of-the Seller by order'of thé Court o August 21
Partners Limited; L R

. AND WHEREAS, XMT Liguidations Te. (ffie. Liquid ") was’ appointed as (he

2008, replacing Mintz &

AND WHEREAS. the Buyer has asserted certain.claims against the Seller which clajms
are-more fully set forth in that certain leter of (he Buyer's legal counsel (Meéssrs. Palize Rotand
Rosenbery Rothstéin LLP) dated Angust 23, 2008 claiming damages. in-an ameunt of $US
81.200.000 (hereinafter the “Buyer's Claim"); g

AND .\VEIER)E,_AS, the Buyer has ceased making ipéfa;lrpedt'_.pa§m1euts uader {he
Promissory Note since Gciober 2007, other than & partial payinégt:made in"December 2007;

AND \A:'HE_,RE_A-S,, the Seller does not admit or a'ékrio}\il_,c__dgjé.ﬂi_i_z_:.\yitlid ity of the Buyer's
Claim; T o U ' o

AND WHEREAS, . the Partics wish to.clarify and modify - certain. Sesutity obligations
required by the Sale Doguments; ‘

B:Gthér:agreenients, all as more.
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AND WHEREAS, the Parties desire 10 amend the Sole Dacuments and resolve their
outstanding difference (jacluding the Buyer's Claim) as hereinafter provided,

NOW

THEREFORE, .in -consideration of the -covenants set forth herein, such

consideration.constituting -good, -valuable, and- adequiate consideration, the Parties hereby agree

as follows:

1.

Disposition of the Buver’s Cliim and Confirmation of Promissory Note. The Parties

agree to settle the Buyer's Claim as Tollows:

{0

(i)

o

topledietapproxiiiatety

~]Srq vided that 1l ie cherd
a.$worn declaration;
- delivery-df shar

The Seller shall pay the Buyer the sun of US$14,625,000 (the "Settlement
Payment"). The Sertiement Paymenl shall be made on the business day
immediately following satisfaction of the “Liquidator’s Conditions Precedent™ (as
defined below) to the Setllement Payment (the *Payment Daie™), It is expressly
agreed by the Parties that the Settlement Payment constitutes a reduction of the
Purchase Price: under the Stock Purchase Agreement. The Stock Purchase
Agreement-asiwell as the-Promissory Note are amended accardingly;

The Buer shall iise its? bes @}fl:’o_;g&'-‘ité;;: cause the dcfi‘_{%:ry to the Seller'gf-dily
execited dtick: :

Agreemént:to sell shares for cancellation; éach in:g

guardrifec: of signature thereon) Atceptable da

£ : L L Ly
logether:wilhithe related. shire ceriificatés in. respect of approdimately (but-met
Iess than) shates In the Gapilal stock-of the Sefler-to be purchased for
caticefiation by e fofthe dggregats suny of US$1.00. The said-shares -
belang to=ilifrd - p: nownlo ie-Parties who have consented to such tragsfer:

acinfesigtion required by the Sélier. is in. ofdcr'.(;i'r_n':'l uding.
loss fron the registered holder); the Seiler agrees to waive
ficatesorupi04,400;000-of the 54id 6,900,000 shares;

The Séttlement Pagitent:shallibe

Colowiro; - -

e:for-certaify Shareholdess of thie-Seller

ely-(bul not Jess'than)’49,300,000. outstandirig shares i the
capital stock:ofihe:Scller {the “Pledged.Shares™) as collatera) sSectity for-the Hiext
US$10,250,000 of paynients due hereafter on account of fho- principal portion &f
the Indebledness under the Promissory Note (including the Qne-Time Payment as
defined below) (such portion of the [ndebiedness is referred to herein as the
“Pledge-Backed Indebredness™) by: (a) causing the delivery of stock powers in a
form acceptable to the Sefller w0 transfer such shares to o new corporation
approved by the Seller (“Newco”); (b) causing Newco 10 execuie a limited
recourse guaramieg and stock pledge agreement in“forms acceptable to the ‘Seller
(collectively die “Securifies Pledge. Agreement™) in respect of such shares; and (¢)
caysing ‘delivery 1o the -Seller of duly cxecuted stock powers (including .fhie
guaranfee ‘of signaturesy in foris satisfactory. 10 the Seller together witlh the

fmade on’the Paymeiit:Date 1o Tokwiro by: wite:
esignated by Tokwiro, and the Buyér consedfs fovand:
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rclated share certificates in respect of the plcdged: shares. The said shares belong
1o thivd parties knowa o the Partics who have conseiited 1o such nansfer;

(v)  TheIndebtedness of the Buyer under the Promissory Note is ‘hereby confirmed
and is in the principal amount of US$108,869.257 on the date nereof. The
Promissary Note will be amended as bereinafier provided: and

(vi)  The Buyer will satisfy the Liquidator's Conditions Precedent a1 forth in Section
13 hereof.

For further claity, the Parties have expressly agreed thai- there:shall be no.novation of the
.obligations cieated pursuant to the Sale Documents. including, without Jinitation; the, obligations
of the Buyer:pursuant:to the Promissory Note. The. faflire: of the Buyer-to déliver or cause the

délivery. of the.apreements, jnsiruments aind .dﬁéuinéht‘s-féfeiriga_.,fliq ‘in sitbsections @iy and- (iv)
abové shall not constitute a-bredch of the Buyér-‘hereund_ef_.-:pro,\@c;cﬂ"-tba__l..th_c--_Buyer.;satis'ﬁes the
“Liquidator’s Condition Precedent” relating to such jtems. It is expressly agreed by the parties
that the Buyers Claim is settled and the Settlement Payment will be made withouf any admission
of liability whatsoever, bur rather to buy the peace. Each of the Seller and the Buyer expressly
denies -any lability or wrongdoing en its awn part or by any of its current and former direciors,
officers and employees in relation lo any matier contemplated by the Buyer’s Clain.

sofiware, ifidirgetly transferred by-lie, Seller to the: Biiyer’
GTHE: t:10.4he-Sale Dciinents aiid-now- owiied iy Game
l_,Ulﬁ'rnazeﬁenecrm;mtihgatebiag ack:con
§oYe ] pgfad_'g& di

Al

2 ‘Definitions. Ju ‘this Amendment: (i) the termi “Squ'aggf"jmeggw the online guming

tfices; developme oiss. west Enviroriinents
fivare céde and, Al related  matérials and
hether in object. code; soiwce’ eode or -Sther Forn, or-in SQL: -Hypeériext or
witeless mark-up, xml oraifier lahguage; and (i) “Subsidiary” and “Affiliate” have tie teanings
aseribed to thoge:terms-in the Canuda Business Comporations Act, as amended from time to time,
_-and “Subsididrics™ and “Affiliates® have similar extended meanings:’ :

3 Ovwnership.of the Buve » The Buyer hereby Tepresents and warrants to the Seller thai the
Buyer j3.beneficially owned by the soie owner of Tokwiro and tidt the: Software, 4§ well as the
Secured: Stock and ‘the-Secured -Assets (as defined in Section 30 below) are solely-beneficially
owned, directly or-indirectly by the entities designated by the Biiyer 16 The Seller.ali of which
such ‘entities- shall be subject to-the dhligations: of the Buyer :iiidet: this Agreement and shail
execule ‘counterpart(s) to: this Amendment. No changss :shali be made to-the ownei(s) of the
Secured Stock and the Secured Assets, withéut the prior \written approval ofthe Seller, which
may nét be-unreasonably withheld and, in order 1o provide 'suchi-consent; the Seller shall, acfing
reasonably. be satisfied that all of its rights-and interests hersunder including, without limitaricy,
the security ipterests in the Secured Stock and the Secured Agssets (as hercinafier defired) are

 aoed 211 bagk-aiiice.
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unimpaired and remain fully perfected and enforceable in accordance with the provisions of this
Agreement and any other agreement, instrwinent or document delivered pursnant hereto.

4, Cnrrection, Secton 1 of the Promissory Nofe is amendedt by deleting the words “One
dred and Tweniy Million” and substituting the words “One Hundred and Twenty Five
Million™.

5. Interest. Section'4, the last two seciions of Section 10 nd the. first scntence of Section
13 of the Promissory Note-are deleted in their entivety and restated as follows:

“Prior t0.a Default, interest shall acerue on the Indebtedness. from the date of 1his
Promissory Note at the greater of: (a) the simple ratc of 12% per annum
compéunded annually; or. (b) the official Bank Rate.of the Bank of England paid
on conimercial bank reseives:on the first business day of cach month \ekile tdie
Promissoty Note s ontstaniding (as reported thirough www.bankefenglang.conk
or avy replacement.-offictal -website) plus 3 peéreéntage. poiats per annum
compoundéd-annually (e, i the.Bank. of England raté is 5. 5% Per Annum on tie
first-bisings of amonih;-then.fhe rate pursuant-to-clause. (b) would: be-8:25%
per annim fter Default: intérest-shall -acetiie on ‘e Indebicdness 4r/thie ra
the lesser of 11 'er.-ﬁlmum'bréthe-maxihidmifété.pggnﬁ;ted-
-compb_un.é_le’d',_amuali;;,._Thé'i'l’;giiti'ésfackh'dﬁdédgg-1fha1'fthe Promijssg : e .
further amepded o the:exient riecessary 10 refiect that-all-paymen ‘made:ynder.

the Promissory. Note (including any payments made prior to the date .of this
Amendment) shall Tirst be applied to pay down principal, and thereafter 1o ‘pay
down inierest and/or any -other amounts owed under the Promissory Note. Within
ten (10) days of tlie.end of each month, the Seller or i}‘s.ﬁuth@ﬁ%&ﬂ?@?ﬁf%‘éﬁﬁtﬁbs
shall provide an jnvoige 1o 4he Buyey and Tokwiro for thie:intezeéstiacérued:in dre
immediately. preceding month settitig:forth the. applicable Intéresy wie” For sueh

' cand

month based o thé‘gredter-of ihe armounts determined pbfsuiit o, la
L each “inyoice. shall, abskut Hanifest ervor, be- !

interést acory :
intezesi aceruing’on-the 1 the:date-heieo shd]
be paid by the:Buyer fo the:Sejler-at the end of the term offthe Rromissory Note.
In the event &f a Defailt, the Buyer shall be entitled to immediately recover
accrued and unpaid imerest in fll and jaterest accruing after Defaull shall be
payable by the Buyer on demand. Interest on overdue Inferest, il uny, shall, as the
case may: be, accrue and be paid &t the pre-Default rate or the post-Défault rate
specilied ih this Section 4. The Buyer acknowledges that; at the datg hereof, it is
indebted to the Seller for initerest. in the amount of US$24,234,795,39, accrued
from Qctober 12,2006 10 Sepiember 30, 2007 atthe Default rate and initerest from
Octaber 1,:2007 fo the daie Jiétegi‘-'_a1.'the.,:pggl—:Deféml’t'ratt:,_‘s_uc'_h' ainount to be
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