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DIFFERENCE

CARITAL

September 8, 2015

ASX Market Announcements Office
Exchange Centre

20 Bridge Street

Sydney NSW 2000

Fax Number: +61 2 9347 0005

RE: AUSTRATJAN RENEWABLE FUELS LIMITED (ASX:ARW) — FILING OF FORM
603 — NOTICE OF INITIAL SUBSTANTIAL HOLDER

To whom it may concern:

We, Difference Capital Financial Inc. (“DCF™), are faxing the following documerits relating to
our shareholdings in Australian Renewable Fuels Limited (“ARW™).

¢ Form 603 — Notice of substantial holder (2 pages); and
¢ Annexure A — supporting documentation relating to how DCF acquired its stake in ARW (10

pages).’

By way of background, Lignol Energy Corporation (“T.EC") originally held an apptoximate 21%
interest in ARW (the “ARW Shares”). Pursuant to a court order, LEC was placed into
recelvership on August 29, 2014 and LEC’s shares in ARW were subsequently transferred to the
receiver. DCF, as a secured creditor of LEC, had the ARW Shares transferred to it from the
receiver’s account on or about June 4 2015,

Please feel free to contact me if you have any questions or require any additional information.

Sincerely,

T AT
steven Russo
Vice President
Difference Capital Financial Inc.
130 Adelaide 5t. W, Suite 1010
Toronto, ON Canada M3H 3P5
srusso@differencecapital.com
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Form 603

Corporatfons Act 2001
Secticn 5718

Notice of initial substantial holder

Yy Comparry Name/Scheme fq&nsfrﬂ Jinim J@mﬁf{ﬁ% F“;J&fﬁ s 'M

AGN/ARSN 7 c:? & = gy j 2
1. Datails of substantial holder (1)
Name
ACN/ARSN {if apphcablel AL
A
The hatdler hecame a subsiantial hoider on 2 el e e

2, Detalls of voilng pawear

¥i1e tatal rumber oF votes sttached to &l the vating shares In the company oF voting interests i the scheme that tha substantial Rolder of #1 assatkits {Bhad g
rafevant intarest {3} it o te date the substantiat holder bacame a substantial hoider are as follows:

Elass of securities (4) Numbar of skcurittes Parson's votes (3) vioring powar ()

iy e 8,977, San |8, 277 Soa | aly s

3, Datajls of rafeyam iterests ‘
Tha rature of the relevant interest the substantial hofder or an assactite wad in tha fallowlng vating securities n tha date the subsrantlal Rsider bacame 3 substangal
“holder ag a3 fillowa:

Holder of relevant intersst Nature of relevant, inerest (7} . Class and number of securities

4. Details of present registered holders
The: persong registared 25 Nolders of the securltles refarrad t in paragraph 3 ahove are as follows:

i

Holder of televant Registered halder of . Persan entitled to be Class and nuraber

interest 38Curitiss registerad a3 holder (B} of securities
0 iy . oy 7 F N mmnng Crrm d [ o Fn B /o
Tt v f e Iy | *sz. &jf?a Sl m.ff, f%::/
L S 5

5. Conslderation
The conideration paict for sach ralevant, interest refamed to in paragraph 3 shov, 8 acquived in the four months prar t the day that the substantial halder became a
substantial holder is a5 follows:

Holder of refevant Date oF soquisition Considgration (9} {lass and number
interest Of 46turitiss
Cash Man-cash

Pluse refom &u Boboriie A
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6, Asyociates
The raasans the persens nanied 1 paragraph 3 abova are asseckates of the substantjal hoider are 5 follows:

Mame and AGN/ARSN (if applicable) Maturg of association

Ay ‘ :
1. Addiesses
Tha addresses of persans namad in s form are as follows:

Name . Address

Biiverdnal,  Sopial 153G Aotlslisile. - ing Siarfe fon e, Porgmtt, o, Cahonl) At8 a1 3
I
Signature
print. nams ¢ , cEpacity 6‘{30
sign hara e O ‘0 90/ 5
DIRECTIONS

{1} I theee, are a number of substantal hokiers with similar or related relevant interests {Bq. & corporation and its ralated COrporgtions. or the: manager and fistes of an

equity si), the names could be.inclided i 3 annexure to the farm. § the rkevarlt interests ofa QraUp of persans are essentéally similar, they may be rafamad o
thraughout the fre e & specificaily namead graup IF the membarship of sach group, with the names and addresses of mamberais cleqriy 5e0 ok i paragraph 7 of the
Form. : .

& See the defnition of "associate” In section § of the Corporations Ack 2007.
& Sea the definicion, of relevant intarest” in sections 608 and 67TB(7) of the Corporations Act 2001,
] The voting shares of & company constituta one ciass untass divided into separaig ciagses,

) The total numbar of votes attached to all the voting shares T the company o vating interests in the schemme (ff amyl hat the. person or an agsocishs kas a relevant
interast in. ’

© Tha person’s vates divided by the total vates In the body corparate or schemea multiplied by 100,

] include detalls of:
& any relevant agreamant or-other circumstances by which tha refevant interest wag acquired. (f subsection B4} applies, a copy of any document setting out
the terms of any relevant agreement, and a statement by e persor giving full and acourats details of any cantract, sclieme or amangament. MUt aLcompany
this form, together with & writteri statement certifying His contraet, scheme or arangement; and

s 8y qalificaticn of the power of 3 darsan to exercise, contral the sksiss of, or ifluence e exercisa of, the voting powers ar disposal of the seciitios to
which b2 relevant intarest relates {indicating ciearly the particitar secuditizs o which the quallffcation applias).

Sea the gefinition of "ralavant agreement” In sectich 9 of the Corporatlons Agy 2001,
i) It e substatiiel helder s unable to determing the ideritity of the person [ eg, # e relevant interest arlses basslice of an aption) write Uk

] Detaits of e corskderation must inclyde any and all Beriefits, money and other, that any persan from whom a relevant interest was anquised Has, or may, become
entitled to recaive in relation tb that acquisition. Detalis must be included evan If the beneft is conditional on te Happening or not of & contingency. Details must he
included of any benafit paid en bahalf of the substantial holder or its associate in refation i the acquisittons, even IFghey are not paid directly to e person from whom

the refevatit Interest wes acqulred.
1
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TO: _
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Fax Number; +61 2 9347 0005
Date: September 8, 2015 # of Pages: Fax#2(10 pages)
(including cover sheet)
FROM:

Name: Steven Russo
Contact Number: 1 416 649 5097

Subject: Form 603 - Notice of Substantiat Initial Holder (ARW) Clurgent [ plese Reply
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' No. $146537

Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA

BETWEEN:"
DIFFERENCE CAPITAL FINANCIAL INC., formerly known as
DIFFERENCE CAPITAL FUNDING ING.
Petitioner
AND _
LIGNOL ENERGY CORPORATION,
Respondent

FIRST REPORT OF THE BOWRA GROUP INC. IN ITS CAPACITY AS
THE RECEIVER MANAGER OF LIGNOL ENERGY CORPORATION.

February 23, 2015

The Bowra Group
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IN THE MATTER OF THE RECEIVERSHIP
OF LIGNOL ENERGY CORPORATION.

TABLE QF CONTENTS
1. Purposa of the Report
2. Background
3. Receiver's Activities
4. Sale Process
- 8. Results of Sale Process
6. Sfatus of Other Assets of LEC
7. The LIL Claims Process and Interim Distribution Order

B. Conclusion

Appendices.
A. Gopy.of Lignal Energy Corporation Rec‘:eivership Court Order dated August 29, 2014
B. Organizational Chart
C. Copy of Lignol Innovations Lid. Receivership Court Order dated October 16, 2014
D. Cl;py of Territory Biofuels Ltd. Deed of Appointmant of Recsiver dated November 8, 2014
E. Copy of entered Sale Approval and Vesting Qrder dated January 16, 2015

F. Copy of entered Claims Pracess and Interim Distribution Order dated January 18, 2015

o | The Bowra Group
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PURPOSE OF REPORT

1. Pursuant to an Order of the Supreme Court of British Golumbia dated August 28, 2014 The
Bowra Group Inc. (the "Bowra Group"} was appointed Receiver Manager (the “Receiver”} of
the assats, undertakings and properties of Lignol Energy Corporation (“LEC”). A copy of the
LEC Receivership Order is aftached as Appendix A. '

2. The purpose of this report is to provide the Court with a summary of our activities since our
appeintment as Receiver of LEC and racommend the interim distribution of funds to LEC's

senior secured creditor.
BACKGROUND TO LEC'S RECEIVERSHIP PROCEEDINGS

3. LEC Is a late stage research and development company located in Burnaby, B.C. LEC was
focused on the development and comimercialization of proprietary bio-refinery processes
and biodiesel production through investments in subsidiary companles.

4. The assets of LEC consigst mainly of investments In subsidiary companies with title to
Individual assets vesied in the subsidiary companies. Specifically, at the time of its

receivership, LEC owned the following investments:
+ _100% of Lighol Innovations Lid. (*LIL", & Canadian bio-refinery company;

»  100% of Territory Biofuels Ltd. (“TBF"), an Australian biodiesel companry that controis

a decommissioned biodiesel production facility in Darwlir, Australia;

« a.21% interest in Australian Renawable Fuels Ltd. ("ARF™), an Australian biodiase]

company actively in production;

* a 20% interest in Neutral Fuels Parent Co., an’ international blodiesel company

gpecializing in recyeling of cooking oils; and

« @ 51% interest in Neutral Fuels (Melbourna) Py Lid., the Awusfralian subsidiary of

Neufral Fuels Parent Co.

5. A copy of the LEG organizational chart is attached as Appendix B.

The Bowra Group
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6. LEC had initially focused on advancing the commercialization of bio-refinery processes for
conventional pulp and paper feed stocks through the activities of LIL and had relied
extensively on capital markets and government grants to fund its operations.

7, In 2012 LEC changed its strategic focus and madea investments in the Australian biodizsal
industry acquiring TBF and equity positions in ARF, Neutral Fuels Parent Co. and Neutral
Fuels (Melbourne) Ply Ltd. These investments, in particular the acquisition of TBF (which
controlled an inactive biodissel plant), were intanded to aflow LEC to eventually bring this
asset into production and enter the Australian renewable fuel and hiodiesel industry.

8. The ongoing carrying costs required to fund TBF and additional technical iséues
encounterad with the re-start of the TBF plant created financial ‘difficulties for LEC. The
investment in Nautral Fuals (Melbourne) Pty Ltd: was also not succesaful and that entity was
placed in Australian bankruptcy administr'a.tion prior to LEC enfering racsivership.

9. Efforts by LEC to find a buyer ar joint venfure partner and raise additional working capital
‘were also unsuccessful,

RECEIVER'S ACTIVITIES

10, On August 28, 2014 the Receiver tock possession of the LEC premises and retained key
management staff o assist in interim operations, continue negotiations. with the current

potential purchaser and assist with a sale process,

11. LEC had been in discussions with various partiés regarding the possibility of a sale, joint
venture or strategic investment for the 12 months prior to the receivership but was not

successful in advancing any of these discussions.

12. At the time of the receivership, management of LEC was in preliminary discussions with a
potential purchaser (the “Potential Puréhaser") that had expressed interest in purchasing

LEC as a going concern,

13. The Receiver determined that the Potential Furchasar's valuatioﬁ and intention to purchase
LEC as a going concern in its entirety represented the 'best initial outcome for the
stakeholders of LEC. The Receiver continued -discussions over the course of the next
number of weeks and held extensive discussions and meetings with the Potential

Furchaser, LEC's senior sscured creditor and management. As these discussions

The Bowra Group
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progressed the Potential Purchager's initial valuation and acquisition targets changed to
focus on only the Australian operations of TBF. These discussions were ulimately

abandened when terms eould not be reachad,

14, Concurrently with the-above discussions, the Bowra Group commenced a sales process
aimed at realizing the best possible value for LEC’s stakeholders through the sale of LEC's
assets, including the sale of LEC's 100% equity inferest in LIL and TBF.

15. Subsequently, in order to obtain the authority to deal directly with LIL’s assets as opposed to
LEC’s interest in LiL's shares only, Including the ability to seek an order vesting LI’ agsate
in a prospective purchaser free and clear of some or all of LIL's existing liabilities, the Bowra
Group, in its capacity as the receiver of LEC, appliad for and on Ocfober 16, 2014.obtained :
from the Suprems Court of British Columbia an order appointing the Bowra Group as
receiver of LIL (the “LIL Receiver”). A copy of the LIL Receivership Order is attached as

Appendix C,

16. [n addition, the Bowra Group in its capacity as the recelver of LEC appointad McGrath Nicol
as Receiver and Manager of TBF on November 6, 2014 pursuant to an Australian GSA. A
copy of the TBF Deed of Appointment of Receiver is attached as Appendix D.

SALES FROCESS

17. The Receiver prepared a Request for Offer to Purchase package ("RQOP") for the assets of
LEC and commenced a sales process on October 18, 2014. The sales processes for the
assets of LIL and TBF were conducted concurrently within their respective raceivership

praceadings.

18. The ROP prepared by the Receiver described, among other things:
e the nature of LEC's, LIL’s and TBF's business and assets;

.. _the form of purchase and sale agreemant for the assets proposed by the Recelver;

and

= the deadline for the submission of offers, initially set at November 30, 2014.

The Bowra Group
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19. The Receiver marketed the ROP on its website and ran adverisements in the business

section of the following publications:
« Nationzal Post
s«  The Australian
* The Australian Financial Review
+  Biofuels Digest
20. In addition, the Receiver diractly contacted 82 potential purchasers.
- 21_ . 45 of the-B2 parties inil:iélly contacted expressed further interesf and requested a ROP,

22.12 of the 43 parties who received a ROP entered into negotiations with the Recsiver and
reached terms on a confidentiality agreement. These parties were provided access to a data
rocm that had been set up prior to LEC's receivership to facilitate due diligence by

interested parties.

23. The Receiver and the management team assisted potential purchasers as they conducted
due diligence by answering enquirles, holding conference calls, and facilitating site visits

and tours of LIL's pilot plant.
RESULTS OF SALES PROCESS

24. As of Navember 30, 2014 the Receiver had received 7 offers, howaver, none of the offers
received contemplated purchasing any of the assets of LEC directly, including the shares of
githar LIL or TBF.

25, All of the offers received contemplated the purchase of the assets of LiL only, free and clear
of liabilities through a vesting order. The LIL Receiver continued negaotiations with these

parties.

26. A multinational pulp and paper company ultimately put forth the best offer. The resuiting
purchase and sale agreement resulted In a purchase price for LIL's assets of $5.5 million
(the “LIL Sale Proceeds"}, The transaction was supported by LEC's senior sacured creditor

The Bowra Group
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and received Court approval on January 16, 2015, The transaction ¢losed on January 30,
2015. A copy of the entered Sale Approval and Vesting Crder is attached as Appendix E.

STATUS OF OTHER ASSETS OF LEC

27. MoGrath Nicol, an Australian insolvency firm, is currently attempting to realize on the assets
of TBF,

28. The assets are situated on leased land owned by Vopak Terminals Australia Pty Ltd.
(“Vopak"), a liquld products storage company. In order to remove or sell the assets any
purchaser requires the cooperation of Vopak. To date that has not been forthcoming.

. 29. At this time minimal interest has baen expressed in TBF. McGrath Nicol will cantinue their
efforts to liquidate the assets. However, should they not succeed the assets will likely have

. to be abandoned.
30. LEC holds an approximate 21% Interast In ARF (8,977,523 shares).

31. ARF is a publically traded company on the Australia Securities Exchange (ASX). The stock
is currently trading at AUD $0.08 / share. |

32.The Receiver is transferring those shares into an account held with the Receiver and will
either liquidate the shares or transfer them to the secured lender at a future date.

33. LEC has a 51% investment in Neutral Fuels (Melbourna) Pty Ltd. and an approximate 20%
investment in Neutral Fuels Parent Co.

34, Neutral Fuals (Mélbourne) Pty Lid. implemented a used cooking oil recycling program for
McDonalds restauranis in the Australian market modeled on the technology and oparations

of Neutral Fuels Dubai LLG, a company with common ownership.

35. This venture was not successful and Neutral Fuels {Malbourne) Pty Ltd. was assigned into
administration (bankruptey) in Australia by it board of directors op July 14, 2014, The
Receiver has contacted the administrators and based on this correspondence understands

that thera is a low probability of any future recovery on LEC’s investment.

36. Neutral Fuels Parent Co. is a Cayman Island domiciled company which owns 49% of
Neutral Fugls Dubai LLC and 49% of Neutral Fuels {(Melbourne) Pty Ltd. Neutral Fuels

) The Bowra Group
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Dubai LLC is eurrently operating in Dubai. Tha Receiver ig in the pmcess of detarmining if

any realization is available on these investmants.

37. The Receiver will continue to makea efforts to realize on LEC's investments in TBF, ARW,
Neutral Fuels Parent Co. and Neutral Fuels {Melboumne) Pty L{d.

/

THE LIL CLAIMS PROCESS AND INTERIM DISTRIBUTION ORDER

38. In order to facilitate the distribution of the LIL Sales Proceeds the LIL Receiver applied to

this Court for approval of a Claims Process (the “Claims Process”) to determine the nature

~and amount of claims against LIL. A copy of the Claims Process and Interim Distribution
Order {the “Claims Process Order”) is aftached as Appendix F.

39, The claims bar date in the Claims Process Order was February 13, 2015. Claims filad with
and admitted by the LIL Receiver in the Claims Process totaled $15.4 million in unsecured
claims. No secured claims wera stbmitted in the Claims Process nor are there any secured

claims reporied on the books and racords of LIL.

40, The largest claim against LIL was LEC's claim for approximately $14.9 million in respect of
monies advanced by LEC to LIL to fund LIL’s operations.

41.The LIL Receiver made a partial interim distribetion of the LIL Sales Procesds to LIL's
creditors pursuant to paragraph 27 of the Claims Process Order with the largest single
distribution baing a payment to LEC in the amount of $4.8 million.

A2. Difference Capital Financial Inc. (*Difference Gahita!") is the senior secured craditor of LEC.
Based on realizations to date and future estimated realizations on the remalning assets
Difference Capital will suffer a significant shortfall on its secured Interest of approximately
$13.1 million.

43, The Receiver is of the view that it is reasonable and appropriate to distribute the $4.8 million
that has been paid to LEC pursuant to the Claims Process Order to Difference Capital.
Given Difference Capital's senior secured position and the value of its sacurity In LEC, the
Recelvar s not aware of any prejudice to LEC's stakeholders that would result from such a
distribution.

The Bowra Group
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CONCLUSION

44. The Receiver hersby submits its report to the Court and respectiully requests that the Court
authorize the Receiver to:

+« Distribute funds received from the LIL Claims Process to LEC's senjor sgcured

greditor, Differance Capital; and

*  Make such further partial interim distributions of funds to Difference Capital from the
realization of LEC's remaining assets, If any, in such amounts and circumstances as

the Reﬁ:eiver deems to be reasonable and appraopriate.

. 45. The Receiver marketed the assats of LEC contacting 82 parties, sending out 42 RQP’s and
entering into confidentiality agreements with 12 parties to facilitate in depth due diligence.

48. No offers were received for the assets of LEC, howsver the LIL Receiver was succeasful in

completing & sale of the assets of LIL.

47. The procesds from the sale of the assets of LIL have bean distributed pursuant to tha
" Claims Process Order, with LEC as the largest unsecured creditor receiving an interim

distribution of approximately $4.8 million.

48. The sanior secured creditor of LEC is Difference Capital. Based on realizations to date and
future estimated realizations on the remaining assets Difference Capital will suffer a

significant ghortfall.

49. The Receiver will continue to make efforts to realize on the other assets of LEC, which

include:
* Investment in TEF aszets;
+  ARW sharas;
+«  [nvestment in Neutral Fuels Parent Cc.; and

= Investmentin Neutral Fuels (Melbourne) Pty Ltd.

 The Bowra Group
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&(. All of which is respectful[y submitied this 23 day of Fabruary, 2015.

The Bowra Group Inc.
Recelver of the assets, undertakings
and propertias of Lignol Energy Corparation Lid,

§%) The Bowra Group



