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Court File No, CV-14-10543-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
BETWEEN:

8527504 CANADA INC,

Applicant
- and -
LIQUIBRANDS INC.

Respondent

APPLICATION UNDER Section 243 of the Bankruptcy and Insolvency Act, R.8.C 1985, ¢. B-3,
and Section 101 of the Courts af Justice Act, R.S.0. 1990, c, C.43,

AFFIDAVIT OF NATASHA SHARPE

I, NATASHA SHARPE, of the City of Toronto, in the Province of | Ontario, DO
HEREBY MAKE OATH AND SAY AS FOLLOWS:

1. I am the President of 8527504 Canada Inc. (“852™), and in such capacity I am familiar
with the indebtedness and obligations owed by the Respondent, Liquibrands Inc.
(“Liquibrands™), and its wholly-owned subsidiaty, Sun Pac Foods Limited (“Sun Pac”), to 852,
The facts set forth herein are within my personal knowledge or determined from the face of the
documents attached hereto as exhibits and from information and advice provided to me from

others, Where [ have relied upon such information and advice I verily believe it to be true.

2, I swear this affidavit in support of an application by 852 for an order appointing BDO
Canada Limited (“BDO”) as receiver of the property, assets and undertaking of Liquibrands.

Doc#2924864v5



Mation for Leave to Appeal Page 460
“2-

The Applicant

3. 852 is a company related to Bridging Capital Inc. (“Bridging Capital”). Bridging
Capital is a Canadian compeny that provides middle-market commercial customers with

alternative financing options to those offered by traditional lenders.

Liquibrands and Sun Pac

4, Liquibrands is an Ontario corporation that was incorporated on May 26, 2011,
Liquibrands has its registered office at 365 Bay Street, Suite #800, Toromnto, Ontario. The sole
officer, director and shareholder of Liquibrands is Mr. Csaba Reider (“Reider”). Attached
hereto as Exhibit “A” is a copy of a Corporation Profile Report for Liquibrands dated February
11,2014,

5. Liguibrands is the sole sharcholder of Sun Pac. Attached hereto as Exhibit “B” is a copy
of the Officer’s Certificate of Reider dated October 1, 2012, issued in his capacity as President
and Chief Executive Officer of Sun Pac. The certificate confirms Liquibrands as sole

shareholder of Sun Pac.

6. Sun Pac was a Canadian manufacturer of private label and branded beverage products,
inchuding juices, natural teas, sparts drinks, juice concentrates, frozen juices and other beverage
products. The company also manufactured croutons and bread crumbs under the ‘McDowell
Ovens’ banner and private label brands owned by various large Canadian retailers (the

“Breadcrumbs Division”). Sun Pac products were distributed throughout North America.

The Original Loans

7. Pursuant to an Amended and Restated Letter Agreement accepted by Sun Pac and
Liquibrands on January 18, 2013 (the “Loan Agreement”), Bridging Capital provided the

following financing facilities to Sun Pac (the “Original Loans™);

(a)  a demand revolving loan of up to $5 million, which could be increased up to

$7 million, based on a specific lending formula; and
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(b)  a demand revolving loan in the amount of the lesser of (i) $2.25 million and
(ii) 90% of the appraised amount of Sun Pac’s machinery and equipment

pursuant to an appraisal report satisfactory to Bridging Capital.
Attached hereto as Exhibit “C” is a copy of the Loan Agreement,

8. The Original Loans were secured by, among other things, a Guarantee and Postponement
dated October 1, 2012 (the “Guarantee”) limited to the maximum principal amount of $1.0
million plus interest and costs and a General Security Agreement dated October 1, 2012 (the
“GSA”), each granted by Liquibrands in favour of Bridging Capital. A copy of the Guarantee is
attached hereto as Exhibit “D”, A copy of the GSA is attached hereto as Exhibit “E”,

9. Pursuant to section 1 of the Guarantee:

The Guarantor hereby unconditionally and irrevocably guarantees,
jointly and severally as a primary obligor and not merely as a
surety, the prompt payment and performance to the Creditor,
forthwith upon demand by the Creditor, of all indebtedness,
liabilities and obligations of any kind whatsoever (whether direct
or indirect, joint or several, absolute or contingent, mature or
unmatured) which the Debtor has incurred or may incur or be -
under to the Creditor pursuant to the loan agreement entered into
between the Creditor and the Debtor on or about the date hereof as
the same may be amended, restated, revised or replaced from time
to time (collectively, the “Obligations™) to the maximum principal
amount of $1,000,000 plus interest and costs.

10,  Pursuant to the terms of the GSA, Liquibrands granted to Bridging Capital a security
interest in all of its present and after-acquired personal property to secure payment and
satisfaction of any and all obligations, indebtedness, and liability of Liquibrands to Bridging

Capital, including under the Loan Agreement or the Guarantee.

11.  Pursuant to section 12 of the GSA, upon the occurrence of an “Event of Default” under
the GSA or at any tirne thereafier, Bridging Capital may appoint a receiver over all or any part of
the property, assets and undertakings of Liquibrands,

12.  The definitio nof Event of Default for the purposes of the GSA incorporates the definition
of an Event of Default under the Loan Agreement, An Event of Default is defined under the
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Loan Agreement to include, among other things, Sun Pac ceasing or threatening to cease to carry

on business in the ordinary course and Sun Pac being unable to pay its debts as they become due.
13, The Original Loans were assigned by Bridging Capital to 852 in May 2013.
Default Under the Original Loans

14, In a letter dated September 5, 2013, 852, by its lawyers, notified Sun Pac that is was in
default under the Original Loans and that 852 had declared the entire amount of the indebtedness
of Sun Pac (then in the approximate amount of $3.95 million) to be immediately due and
payable. 852 also issued a Notice of Intention to Enforce Security against Sun Pac pursuant to
section 244(1) of the Bankruptcy and Insolvency Act (Canada) (the “BIA™). Copies of the letter
and the Notice of Intention to Enforce Security dated September 5, 2013 are collectively attached
hereto as Exhibit “F”,

Forbearance Agreement

15. At the request of Sun Pac and Liquibrands, the parties entered into a Forbearance and
Amending Agreement as of September 11, 2013, a copy of which is attached hereto as Exhibit
“G” (the “Forbearance Agfeement”). The Forbearance Agreement was entered into to provide
Reider with an opportunity to obtain alternative equity and debt financing for Sun Pac and to

continue negotiations with a potential purchaser of the Breadcrumbs Division.

16.  Pursuant to the terms of the Forbearance Agreement, Liquibrands, as an Obligor',
acknowledged and agreed that the Security held by 852 for payment of the Indebtedness is valid,

binding and enforceable against it in accordance with its terms, Liquibrands also confirmed that:

...it has granted the guarantee described in Schedule “A” hereto in
favour of BCI, as assigned to 852 (the “Guarantee™). Liquibrands
does not dispute its liability on any basis whatsoever under the
Guarantee and confirms that it has no claim for setoff, counter-
claim or damages on any basis whatsoever against 852, If there
are any claims, they are hereby expressly released and discharged.
Liquibrands confirms that the Guarantee has not been released,
waived or varied, that it is binding upon it and that it is valid and
enforceable against it in accordance with its written terms.

! ATl defined terms not defined in this affidavit are used as defined in the Forbearance Agreement.
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17.  The Forbearance Agreement also amended the Loan Agreement by, among other things,
adding two new credit facilities in favour of Sun Pac: (i} a demand non-revolving loan of
$500,000 (the “Facility C Loan™); and (ii) a demand non-revolving loan in the amount of 2
times EBITDA of the Breadcrumbs Division less the aggregate amount advanced to Sur} Pac
under the Facility C Loan (the “Facility D Loan™),

18.  Section 10 of the Forbearance Agreement provides that:

.. the Obligors acknowledge that credit pursuant to the Loan
Agreement and this Agreement is being provided on a day to day,
on demand basis only and that 852 is and shall be under no
obligation whatsoever to extend credit pursuant to the Loan
Agreement or this Loan Agreement beyond such day to day period.

19.  The Forbearance Agreement amends the Loan Agreement by adding the Facility C Loan
and the Facility D Loan. The Loan Agreement sets out certain conditions precedent to any

subsequent advance being made under the Loan Agreement, including that no event:

..shall have occurred that, in the Lender’s sole discretion, acting
reasonably, materially adversely affects or could materially
adversely effect either: (i) the business, assets, liabilities,
prospects, financial condition or operations of the Borrower, or (i)
the value of the Collateral.

20. 852 agreed not to take any steps to enforce any of the Loan Agreement or the Security, on
terms set out in the Forbearance Agreement, prior to the earlier of (&) December 9, 2013; or (b}
the occurrence of an Event of Default under the Forbearance Agreement. The parties agreed that
any one or more of the following events (among others) would constitute an Event of Default

under the Forbearance Agreement:

(a)  the non-payment when due of any principal, interest or other amounts payable
by Sun Pac to 852;
(b)  a default or breach of any obligation, promise, covenant, term or condition

urnider the Forbearance Agreement, the Loan Agreement or the Security;

(c)  failure to deliver a binding sale agreement for the Breadcrumbs Division by
November 6, 2013; '
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if Sun Pac ceased or threatened to cease carrying on business in the ordinary

course; and

if 852, acting in good faith and upon commercially reasonable grounds,
believes that the prospect of payment of the debt owed by Sun Pac or
Liquibrands or performance by them of any of their obligations was or was
about to be impaired or that all or any part of any of the property of Sun Pac

or Liquibrands was or was about to be placed in jeopardy.

21.  The Forbearance Agreement provides that upon the occurrence of an Event of Default:

(8)

®)

the balance owing to 852 shall, at the option of 852, become immediately due
and payable; and

the Loan Agreement and the Security shall, at 852°s option, become
enforceable in accordance with their terms, including without limitation 852’s
right to the appointment of a private receiver or the court appointment of an
interim receiver, national receiver and receiver and manager of the Obligors’

respective property, assets and undertaking.

22, Liquibrands irrevocably consented to the making of a bankruptey order and the private or

court appointment of a receiver or receiver and manager in respect of any or all of its property or

assets upon the occurrence of an Event of Default under the Forbearance Agreement. Attached

hereto collectively as Exhibit “H” are copies of Consent forms signed by Liquibrands.

Default Under the Forbearance Agreement

23. By letter dated October 10, 2013, a copy of which is attached hereto as Exhibit *I”,

852’s lawyers notified Sun Pac of 852’5 serious concerns with respect to the timeliness, accuracy

and quality of the information provided by management and the financial performance of the

Company including:

@
®)
©
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(@ inclusion of slow moving inventory in the borrowing base calculation.

The letter also confirmed that §52 lacked confidence in management and determined that there

had been a material deterioration in the prospects and financial condition of Sun Pac.

24,  Accordingly, pursuant to its rights under the Loan Agreement and the Forbearance
Agreement, 852 notified Sun Pac that it would not be making any advances to Sun Pac under the

Forbearance Agreement and that availability under the Facility D Loan was thereby terminated.

25.  Sun Pac and Liquibrands failed to deliver by November 6, 2013 a binding agreement for
the sale of the Breadcrumbs Division, which also constituted an Event of Default under the

Forbearance Agreement.

26, I am informed by Harvey Chaiton, a partner of Chaitons LLP, that on November 11,
2013, he spoke with James Grout, a partner of Thornton Grout Finnigan LLP, who informed him
that (i) Mr. Grout had been retained by Sun Pac and (ii) Reider informed Mr. Grout that Sun
Pac’s operations were shut down on Thursday November 7, 2013, at which time all but a few
employees were terminated. Sun Pac ceasing to carry on business constituted a further Event of
Default under the Forbearance Agreement. Attached hereto as Exhibit “J” is a copy of an e-
mail exchange between Mr. Chaiton and Mr. Grout on November 11, 2013.

27.  As aresult of the Events of Default under the Forbearance Agreement, section 34 of the
Forbearance Agreement provides that the consent to the appointment of a receiver executed by

each of Sun Paoc and Liquibrands may be utilized by 852.
Other Creditors

28.  Attached hereto as Exhibit “K” is a copy of a search conducted against Liguibrands
under the Ontario personal property registry current as of February 10, 2014, which discloses
that the only registered secured creditors of Liquibrands are 852 and Bridging Capital.
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Receivership of Sun Pac

29, On November 12, 2013, 852 commenced an urgent application for the appointment of a
receiver over all of the property, assets and undertakings of Sun Pac under section 243 of the
'BIA and section 101 of the Courts of Justice Act. The receivership application was not opposed
by Sun Pac or Liquibrands, Pursuant to the Order of Justice Mesbur dated November 12, 2013,
BDO was appointed as receiver of the property, assets and undertakings of Sun Pac, Attached
hereto as Exhibit “L” is a copy of the Receivership Order and the endorsement of Justice
Mesbur, '

30.  BDO has substantially completed the process of liquidating the assets of Sun Pac and will
be reporting to the Court in the receivership proceeding as and when necessary for the purpose of
reporting on its activities and seeking authorization to meake distributions to secured creditors. To

my knowledge, the total amount available for distribution to 852 will likely not exceed $500,000.

Statement of Claim

31. On or about November 12, 2013, 852°s lawyers received an email from David Wires of
the Wires Jolley LLP law firm attaching an affidavit sworn by one of their lawyers which
included, among other things, a copy of a statement of claim issued on that date naming Sun Pac
and Liquibrands as plaintiffs and 852 and Bridging Capital as defendants (the “Statement of
Claim™), A true copy of the Statement of Claim is attached hereto as Exhibit “V”,

32.  As can be seen from the Statement of Claim, which I understand was prepared and
caused to be issued at the instruction of Reider, the plaintiffs seek general damages for breach of
contract in the amount of $100 million and exemplary, aggravated and punitive damages in the
amount of $500,000 for failing to make Facility D available to Sun Pac. The Statement of Claim
was served on Bridging and 852 on March 25, 2014,

33. 852 and Bridging Capital reject the allegations made in the Statement of Claim and deny
that they have any 1iability whatsoever to Sun Pac or Liquibrands in respect of those allegations

or otherwise. 852 and Bridging Capital intend to defend that action vigorously if it proceeds.
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Payment Demand

34, On April 7, 2014, 852 made demand for payment on Liquibrands pursuant fo its
Guarantee and issued a Notice of Intention to Enforce Security pursuant to section 244 of the
BIA. Copies of the demand and notice are collectively attached hereto as Exhibit “IN”,

It Is Just and Convenient to Appoint a Receiver

35.  Liquibrands is in defanlt of its obligations to 852. It has acknowledged in the
Forbearance Agreement that the amount owing under the Guarantee is undisputed and payable
without set-off, counterclaim or damages on any basis whatsoever, It has consented to the
appointment of a receiver by the Court in the event of a default under the GSA and the

Forbearance Agreement,

36, 852 will suffer a substantial shortfall on its secured loans to Sun Pac, which has

substantial losses of approximately $26 million.

37. 852 is the stakeholder with the largest economic interest in the property of Liquibrands .

and Sun Pac.

38. I have had numerous discussions and meetings with several parties who have expressed
considerable interest in the losses of Sun Pac which could generate additional proceeds to

mitigate 852°s loan loss.

39. 852 believes that it is necessary and desirable for a receiver to be appointed to participate
- In the negotiations and complete a loss transaction under the supervision of the Court for the
benefit of all stakehwolders.

40, 852 proposes that BDO be appointed as receiver. BDO has agreed to accept the

appointment, and a «3opy of its consent is attached hereto as Exhibit “N”.
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41, This affidavit is sworn in support of an application by 852 for an order appointing BDO

as receiver of the property, assets and undertaking of Liquibrands and for no other or improper

parpase;

SWORN BEFORE ME at the City of }
Toronto, in the Province of Ontario, )
this [f#ay off) APRIC 2014 )
) B
W@ % s
v AP <t
| - ) NATASHA SHARPE T
A Commissioner, Efe. )]

T e\.‘?‘a'mscaﬁm [ERMa i ot e

R MU o :
z%;s., Brovingg ol Lnkand whilgd |
Buudanp-al-tav. ..}
%ﬁp&ﬁ Bugust 12 011 S
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THIS IS EXHIBIT “A” TO
THE AFFIDAVIT OF NATASHA SHARPE,
$WORN BEFORE ME THIS 1™

DAY OF APRIL, 2014

A Conimissioner efe.

DocH2876380W
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Category ID: UN/E

016154433
Transaction ID; 53355096
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Province of Ontario
Ministry of Government Services

CORPORATION PROFILE REPORT

Ontario Corp Number

2286364

Corporation Type

ONTARIO BUSINESS CORP,

Reglistered Office Address

355 BAY STREET

Sults # 8OO
TORONTO
ONTARIO

CANADA MEH 2V1

Maiting Address

365 BAY STREET

Suite # 800
TORONTO
ONTARIO

CANADA MSH 2V1

Agtivity Classitication
NOT AVAILABLE

Corporatlon Name

LIQUIBRANDS INC,

Corporation Status

ACTIVE

Number of Diractors
Minimum Maximum

00001 00010

Date Report Produced:  2014/02/11
Time Report Produced: 14:15:28
1

Page:

Date Amalgamated
NOT APPLICABLE
New Amal. Number

NOT APPLICABLE

Revival Date
NOT APPLICABLE
Transferred Qui Date
NOT APPLICABLE

EP Licence &f.Date
NOT APPLICABLE

Date Commenced
in Ontario

NOT APPLICABLE

lnr;orporﬂtlon Date

2011/06/26
Jurisdiction

ONTARIO
Former Jurisdiction

NOT APPLICABLE
Amalgamaticn ind.

NOT APPLICABLE
Notice Date

NOT APPLICABLE
Letter Date

NOT APPLICABLE
Contlnuation Date

NOT APPLICABLE
Cancel/inactive Date

NOT APPLICABLE

EP Licence Term.Date
NOT APPLICABLE

Date Ceased
in Ontaric

NOT APPLICABLE



Request |D; 016154433
Transaction ID: 53355956
Category I UN/E
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Provinge of Ontario
Minlstry of Government Services

CORPORATION PROFILE REPORT

Ontarlo Corp Number

2286364

Corporate Name History
LIQUIBRANDS INC,

Current Business Name(s) Exlst:

Expired Businasa Name(s) Bxist:

Administrator:

Name (Individual / Corporatlon)

CSABA
REIDER

Date Began
2011/05/26
Pesignation
DIRECTOR

Corporation Name

LIQUIBRANDS INC.

Effectlve Date
2011/05/26

NO
NO

Address

365 BAY STREET
Suite # 800
TORONTOQ
ONTARIO
CANADA MS5H 2v1
First. Director
NOT APPLICABLE
Offlcer Type Resident Canadian

Y

Date Report Produced:
Time Report Produced:
Page!

2014/0211
14:16:28
2
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Request ID: 016154433 Province of Ontarlo

Transaction iD: 53355986 Ministry of Government Services
Category ID: UN/E

CORPORATION PROFILE REPORT

Ontarlo Corp Number Corporation Nama

2286364 LIQUIBRANDS INC.

Administrator:

Name (individual / Corporation} Address
CSABA
365 BAY STREET
REIDER
Suite # 800
TORONTQ
ONTARIO
CANADA MS5H 2V1
Date Began First Director
2011/05/26 NOT APPLICABLE
Designation Cificer Type Resldent Canadian

OFFICER PRESIDENT

Date Report Produced:
Time Report Produced:
Page:

2014/02/11
14:15:28
3
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Request |D: 016154433 Province of Ontario Date Report Produced: 2014/02/11
Transactlon 1D: 53355996 Ministry of Government Services Time Report Produced: 14:15:28
Category [D: UN/E Page: 4

CORPORATION PROFILE REPORT

Ontario Oosp Number Corporation Name

2286384 LIQUIBRANDS INC.

Last Document Recorded
ActiCode Description Form Dale

CIA INITIAL RETURN 1 2011/08/29 (ELECTRONIC FILING)

Hi$ REPORT SETS QUT TH T RECENT INFORMATION, FILER BY THE CORPORATION, %N OR AFTER JUNE 27, 1982 agg BECORDED
IN THE ONTARIO BUS| %5 Eﬂ%ﬁ B‘EON SYSTEM AS AT THE DAT IME OF PRINTING, ALL PERSONS Wf-la ARE RECORDED AS
GURRENT DIREGTORS% Oé C! g}\ E INCLUDED ENSTHE UsT OF E&ﬂﬁm’rm?oas.

ADDITIONAL HISTORICAL INFORMATION MAY BXIST ON MICROFICHE

The Issuance of this raport In electronio form s authorized by the Minlstry of Government Services.
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THIS IS EXHIBIT “B” TO'
THE AFFIDAVIT OF NATASHA SHARPE
SWORN BEFORE ME THIS 1§™
DAY OF A,PRIL, 2014

A Commlssmner ete,

Doc#2976390v1
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OFFICER'S CERTIFICATE

TO: Wildeboer Dellelce LLP
Chaitons LLP
Bridging Capital Inc.

|, Csaba Reider, the President and Chief Executive Officer of Sun Pac Foods
Limited ("SPF") hereby certify in my capacity as an officer of SPF and not in my
perscnal capacity that;

General

1. t am the Preaident and Chief Executive Officer of SPF and, as such, have
knowledge of the matters certifled herein,

2. i have made all Investigations and enquiries that | have considered
necessary In order {0 make tha certifications set forth In this certificate and to ensure that
the information contained In this certificate Is accurate and correct.

3. This certificate is furnished in connection with the legal opinions dated the
date hereof of the law firms to whom this certificate is addressed with respect to the
execttion and delivery by SPF of varlous loan and security agreements and documents
relating to the credit facllities being established by Bridging Capital inc. ("BCI[") In favour
of SPF.

4. Annexed hereto as Exhibit 1 is & true and correct copy of the articles of
amalgamation effective January 1, 2006 and all amendments thereto, issued by the
Director under the Business Corporations Act (Ontario), which articles have not been
amended, supplemented or replaced and are in full force and effect at the date hereof.
No proceedings have been taken or are pending to amend, supplement, repeal,
surrender or cancel the same,

5. No proceedings have been sommenced by SPF or its sharshalders, or so
far as | have any knowledge, by any other person, for the liquidation or dissolution of

SPF,

8. Annexed hereto as Exhibit 2 Is a true and correct copy of By-Law Number
1 of SPF, duly enacted, which by-law is the only by-law of SPF and has not been
amended, supplemented, repealed or replaced and is in full force and effect at the date

hereof.

7. Annexed hereto as Exhibit 3 is 2 true and correct copy of a reso!uﬂon of
the sole direector of SPF passed on the date hereof, which resolution has not been
amended, su pplemented or repealed and is in full force and effect on the date hereof,

8. The persen listed below has been duly elected as the sole director of
SPF:

Csaba Reider
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g, The persorni listed below has been duly elected or appointed to the offices
in SPF set opposite his name and such person now holds such coffices and the specimen
signature set forth opposite his name 1 a true specimen of his signature;

~1

Name of Cificer | Office Signature " ,4
Csaba Reider President and Chief ,
Executive Officer N
10. Tha parties listed below hold shares in the capital of SFF in such number
and class as is set out below:
Name Number and Class of Shares

Liquibrands Inc, 76,000 Class B Speclal Shares

: 76,000 Class C Special Shares
76,000 Class E Spegial Shates
78,000 Class G Special Shares
78,000 Class | Special Shares
24 Subordinate Preference Shares
1 Commeoen Share

11, To my knowledge, the minute books of SPF contain all of the by-laws,
resolutions and other proceedings of the directors and shareholders of SPF.

12, All material filings and remittances, except as disclosed to BC|, that are
required under zif applicable legislation have been made by SPF.

13, There are no provisions on the constating documents or by-laws of SPF
or in any written agreement among all of the shareholders of SPF or In any written
agreement armong all of the shareholders of SPF and one or more persons who are not
shareholders of SPF or in any written declarafion by a person who Is the beneficial
owner of all ofthe Issued shares of SPF which restrict or imit the powers of the directors
of SFF to:

(a) manage of suparvise the management of the business and affairs of SPF;
(b) borrow money upon the credit of 8PF;

{c) lssua, re-issue, sell or pladge debt obligations of SPF; or

(d) mortgage, hypothecate, pledge or otherwise create a security intersst in

all or any property of SPF, owned or subsequently acquired, to secure
any cbligation of SPF,

Dor#1910161v2
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14, Nelther the executlon, delivery nor performance by SPF of its obligations
set out in any agreement, instrumerd or other document entered Into in connection with
the above-noted transactlons will conflict with, be in or contribute to a contravention,
breach or default under the constating documents, by-laws or resolutions of SPF or
under any agreement, instrument or other document to which SPF is a party or by which

it 1s bound.
DATED Oclehy | , 2012,

~

Csaba Reid@r, Presldent and Chisf Executive Officer

Deci#910181v2
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THIS IS EXIHIBIT “C” TO
THE AFFIDAVIT OF NATASHA SHARPE
SWORN BEFORE ME THIS 1™
DAY OF APRIL, 2014

A Commissioner efe,

Doo#2e7dasov
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AMENDED AND RESTATE E ME]

Jamyary 17, 2013

Sun Pas Pands Limited
10} Sun Pac Blva,
Brampton, Ontarlo L65 4RS

Attention; Csaba Reider, President

Dear Mr, Relder:
Re: Bridging Capite] Inc, (the “L.eander”) eredit faollity in favour of Sun Pac Foods Limited (the “Borrower")

The Lender {3 pleascd 1 offer the credit fcilitlos (collactively, the “Faellity'’} deseribed in this amended and testated lotior
agreoment (which, for greater certalnty, amends and restates the letfer sgresment dated Oatober 1, 2012, among the Lender,
the Borrower and the Guarantor) (the “Agreement™) subjact to the termy and conditions set forth herein including, without
limitation, the satisfastory cornpletion of due dillgence, Unfess otharwise indleated, ail amounts are expressed in Canndlan
cwrrency. Al capitalized terms not atherwise defined in the body of this Agreement sliall have the meanings ascribed
therato in Schedule “A”,

Borrower; Sup Pac Foods Limited

Guarantor: Liguibrands Ine, (the “Guarmtor™
Lender: Bridging Capital Inc.
Facility: 6] Demand revolving loan of up to $5,000,009, bused on the lending formula

desoribed hersin (the “Fucility & Loan™), The Pacility A Loan may bs
incrensed to up to $7,000,000 in fncrements of $1,000,000, provided the
following conditions are met: (8) the lending formuls supporis e incressed
amount, (b) 2 1% commitmefit foe on the incremental amomat is paid prior to
fimding, {g) two weaks' prior written noties i¢ provided to the Lender together
with payment of the commitment fea on {he incremental amount, and (d) the
Paoility 19 not in default. For greater certulnty, the maximum amount of the
Faaility A Loan at any time shall not exceed $7,000,000,

()  Demand non-revolvlng loan in the ameunt of the lessar of (1} $2,250,000 and (If)
50% of the Equipntent Appraisal (the “Faeility B Loan™,

Purpose; To support the working cepital needs of the Borzower,

Term: The earlier of demand and Tannary 14, 2014 (the “Term™), In the event of demand for
repayment prior to the end of the Term ib cirotmstances whers an Event of Default has
nat oceurred, the Lender shull provide the Borrower with thirty (30) days' prior written
notics of the required repayment dats,

PFacility A Lonn

Awvsilabititys The maXimarm amount that shali be avellable under the Facillty A Loan at eny time and
from fime to time wikl, syblect to e maximum amount of $7,000,000, be determined by
the Lender once cach week (or mors frequently a5 determined by the Lendsc) and will be
limited during such week {or other perlod as afiresald) In secordance with the following
formula {the "Facility A Loan Availabitity™):

the aggregate of:

Qoa#Z030887y1
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()  Accoonis Recolvable: Up 30 90% of the aat insured (satlsfuctory to the Lender)
eligible aceounts receivable and up to 90% of the net domestio uninsursd elipible
secoutits seasivable. The Lender will detornine eligiility in itd reasonabls credit
digoretion. Qeneral eligibility criteria wili Include the requirsment that sligible
agoomis reasivable be less than 50 days past inveice daie but no ntors than 60
days past due date unless such accounts recoivable are insuted end In compiiaues
with the {nsurance policy terms (maslmum 50 deys past invoioe datc) or are
backed by an ftrevoosbls letter of credit drawn on a bank acceptable to the
Lander, In eddition, oligible acoounts will exolude (among other things s
determiued by the Lender In it rezsonsble oredit discrstion) accounty of an
account debtor IF 50% or mors of the acoounte Owing from such account dablor
are past dus, sny account that Is an obligation for which the tofal mpaid secounts
of the gpecific ecoount deblor exosed 20% of the eggregate of all gross ageounts
a8 ralatad f0 oligible accounts recelvable, to the extent of such excess, foreign
accounts not backad by [etters of credit or scospfaile credit insurance, bill and
hold, caniras, credits in prior, inter-company receivables nnd emownts due from
afflliated or asacclated companies, govemnments, disputed and doubifal accounts,
progresy billings (exoept where the receivables are insured satisfectory to the
Lender), pre-bliled accounts and other adcounts at the Lender’s disoretion, Any
exceptions 1o the foregoing will be considered by the Lender n its sols discretion
as and when required, The advance rates are subject fo 2 dilution test as
determined by the Lender; PLUS

{0 nvestory An emount of up to 75% of () 50% of the cost (being the agpregats of
he supplier's Jovolce cost of the mventory In question (net of all discounts,
1ebates and allowancss and excluding sll applicable taxes) plus inbound freight
charpes; clearing charges and customs duties) of sligible raw matarials, and (if)
up 0 91,02% of the cost (being the Borrawer's standard roanufacturing costs for
pach prodiuct s spproved by the Lender in its sole disotetion for margining
purposes from time to time, Notwithstanding the foregoing, for the purposes of
this section, sich cost shall not exveed the agreed upon invoics price (plug buyer
approved changes) for the product In question) of finished goods inventory based
on an jndependent appruisal by an appraiser avceptable to the Lender over which
the Lender has a valid charge together with approprinte landlord waivers (at the
disoretlon of fhe Lender) romnded to the nesrest percentage, The Lender will
determine eligibility in 13 reasoneble oredit discretion, Eligibie mventory criterla
shall not fnclude inventory that Is yosaicable, slow moving, damaged ok obsolsts,
work-in-procass, packaging, fwentory 1o be shipped fo forcign subsidiarics,
consigned, rental In nature, used, or held offsite {except in a situstion where
satisfactory landlord walver/beiles letter is received that includes confitmation of
no-oifyet of payables due the vendor) or autside Canads all as defarmined by tho
Lender in [ts diserstion. Final inventory advance retes, cligibility and reserves
wifl be determined by the Lander in its dizcration based in part en tha iadependent
appralsal report findings fopether with the pre-closing feld exartination end mey
be changed from time to time by the Lender In ity discretion based In part on any
updated indopendent apptalsaly; LESS

{il}) the mhount of the Facility A Loan (including principal, intarast and costs) (hen
ouistanding, together with afl amounty owing by the Borrower to the Lender
undet this Agreement or under any ofiier agresment of Instrument; LESS

(v} roserves, determined by the Lender In is sole dissrafion, fn respect of aetual
andfor potential Priofity Claims andfor Statutory Encumbrances liquidation
axpenges and any ofher reserves, determined from time to fime by the Lender in
itg solo disoretion,
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On a Business Day in cach week a5 determined by the Londer {the “Report Day*), prior
to 1,00 pm, ET, the Barower will provide a report (s "Weekly Horrowing Base
Report”) to the Lender (in such form as the Lender shall reascnably require) providing,
es at the end of the preceding wesk, a listing of all of the Borrower's accounts
ropsiveble, accounts payable, finlshed goods Invenfory, raw meterial inventory, work in
progress, Inventory In transit, details of any then existing or potenilal Prigrity Claims,
the amount of the requested Facility advancs to be made hereunder for the waek, and
any other information that may be reasonably requlred by fie Lender, The Lender shall,
upon receipt of guch report, caloulats the then existing Faollity A Lown Availability and
advlse the Borrower accordingly,

Facility A Lean
Advances: Fapllity A Loan advances to bs made hersundor shall bs the lesser of the Borrower's

raquested advance in its Werkly Botrowing Base Raport and ths then Faoility A Loan
Availabllity and will, jess any amoutts to be deducted therefrom as provided for
hereunder, bs deposited Into the Borrowed's Disbursement Accoumis,

Provided that no Event of Defantt has ocourred aed ip continuing, and that at the time the
advance is to be made the conditions contoined in this Agreament have been satistled,
Pacllity A Loan advances to be made hereunder shall, provided that the request ix
vontained in & Weskly Borrowing Base Report and that such Weekly Bomowing Bass
Report is received by the Lender prior to 1:00 pan. on the Report Day, bs made no Iater
than the dlose of business on the next Business Day and for advancs requests over

$200,000 the second Business Day.

Facility B Loag

Advaunces: Provided that no Event of Deftmit has occurred, and that at the time the sdvanos iz to be

mede the conditlons contained In this Agresment have been satisfied, the Lender shell
advance to the Borower as a Facility B Loan edvance by way of two advances, the fesser
of $2,250,000 end 90% of the Equipment Appraisal, less, without duplication in respact
of the Facillty A Loan, reserves as detsrmined by the Lender in lts scle disoretion, in
respeot of actusl andfor potential Priority Claims endior Stamtory Encumbrances
liquidation expenses. The first advance shall be in the amount of $500,000, Thereafter,
provided that no Event of Default has occuirred, that af the time the ndvance is to be made
the conditions contained in this Agresment have beet satisfied, that the Lender has
racelved and {3 gatisfied with an Rquipment Appraisal, zud thnt the 50% of the
Equipment Appraisal less resctves is greater than the Facility B Loan advence
pitatanding, the Lender shall advance by way of an second advance fo the Borrower an
amount equal to such differcnca pd an additionai Facility B Loan advance, Facllity B
Loan advances shall be deposited into the Borrowers Dishursement Account, To the
extant the Fazility B Loett udvances at any time axgeed the lesser of $2,250,000 and 90%
of the Bquipment Appraissl less 1easrves, the Bomrawer shell forthwith pay to the Lander
an amount equal to suck oxcess,

Interest Rote :
and Fees: Interagt; Annua) rate of 18% caleulated on the delly cutstanding balance of the Facility

snd compounded monthly, not in advance and with no desmed reinvestment of monthly
payments, On the cocurrencs of an Bvent of Default, interest shall be calculated at an
atinua] rale 0f 2] % per antum calculated end compounded as aforssaid.

Bacility Pes: A renewal and facility fze of 8% of the Jesser of $2,250,000 and 90% of the
Equiproent Appraisal fess reserves shall be earned by the Lender at the dme of
aceeptance of this Agreement, shall be secured by the Securdty and bo payable to the
Lender on the earifar of: (i) the second advance of the Facility B Lean {in which case,
such fec ghall be deducted from such advance); and (i) Pebruary 15, 2013 (in Which cass,
such fee shall be treated 25 an advance of the Facility A Loan).
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Maintenanes and Mopltoring Fear The Borrower shall pay » maintenance and monitoring
fes in the amount of $2,009 for eack month, or pro-rated for eny parttal month, until the
Facility is repatd in full and any obligation of the Lender to make advances hersunder is
permangatly cancelled. The aforesaid fea shall be paid montily on the lnst Business Day
of sach manth during which such fes is payable, as provided for hereln, and upon
repaytaent of the Fucillty and permanent conceflation of any obligation of the Lender to
mrake advances hereunder In respsct of the final month in question,

Administration Fae: If the Botrower fails to pay any amounts on the day such amournts
are dus or ifthe Borrowor fails to deliver ihe required reponts sst out hereln, the Rorrower
shall puy to the Lender & fatp adminfsteation foo of $100 per day unti such date that such
payment has bzen made or the Borrowes has delivered such report, as the case may be.

Expenges: The Borrower shall pay alf fees and sxpenses {Including, but not Fmited to, all
due diligence, congultant, feld examination and apprasal costs, all fees and expenses for
cutsids legal counsel and other outside professional advisors and, after an Evemt of
Default and upon enforcantent under any Sccurity pravided hersonder, the fime spent by
the Lender and its representatives in retaking, holding, tepeiring, processing and
preparing for disposition and disposing of the Secuelty caleulated a2 the Lender’s standard
per dier rate in effect at such applionbie time and established by the Lender in its solo
discretion for internal pessennel of the Lender) incumed by the Lender In connection with
tha preparatlon, raglstratlon and ongoing adminlsttation of this Agreement and fhe
Secumrity and with the enforcement of fhe Lender's rights and remedies under this
Agreement or the Security, whether or not any smounts #re advanced under fhis
Agresment, IF the Lender has pald any expense for which the Lender 1g entitied fo
relmhursemont from the Borrower and such expense has not been deducied from the
agvance of the Facility, such expense shali be payable by the Borrower within fificen
{15) duys following demand far payrment end in the event that the Bortower dnos not pay
suoh anount to the Lender withi ti:? fifteen (15) day perfod, Interest shall acerue on such
eupense of the highest tate payable by the Borrower under this Agroement. All such fers
#nd expenses and interest thereon shall be secured by the Seourity whether or not any

. funda under the Facilities are advaneed.

Without limiting 1he right of the Lender to & any fime demand repayment and subject 4o
and In addition to the requirement for repeyment tn fall pucsuant fo this Agresment,
intcrest only o1 the aforesaid mate, calpulated daily and compommdad snd payable monthly,
uot in advance, shall bs due and payable on the last Business Day of each and cvary
month during the Term,

The Facility B Loon cpn be repaid in foll ut any ilme without any fes or penalty apon
slxty (60) days written notice fo the Lender, provided that if at any time following the
determination of fhe amount of the second advanes wider the Faciiliy B Loun, the amount
availible to the Borrowsr under the Factiity B Loan ig Tess then $1,200,000, the Borrower
shall be permitied to repay the Facility B Loan in fitl] without any fea or peneity on five
{5) days written nofice, For greater exrtainty, thers shall be no repayment of the Pacility
A Loanunfll the Facliity B Loan has been indsfeasibly repaid in full,

The Facility oau be repald in full at any time without any fre or peaulty upon sixty (50}
days writicn netice to the Lender, provided that If the Leodet takes any sction In fhe
cxercise of its discration under this Agrecmentwhich Is en arbitrery changz in the manner
which it exerclses that discrstion (such as atbittily determining proviously eliglble
anoouets to Ve ineligible) that resulis in the emount actuatly gvailable to the Borrower
under the Faollity A Loan being reduced by en amount graster than $300,000 and the
Lender hes not provided the Borrower st Icast thirty (30) business deys written notice of
stich sctiom to the Borrower, the Borrower shall be permitted 4o repay the Faoility in full
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without any fue or penelty on five (5) days written notice. In addition, if the Lender
refuses 0 fund any subsequent edvance, or indicates its intention to refuse to fund any
sabeequent advance, the Borrower shall be permitted to repay the Pacillty in full without
gty fes or ponalty on five (5) days written notics,

Remewal: Subject to demand by the Lender or ent Event of Default, ¢he Bormower acknowledges thet
the principal amount of the Facilify ia payabla upon meturity and tiat the Lender is not
obligated to grant any renewal or extension of tha Tera, However, should the Borrawer
wish fo rensw or extend the Torm for a further six (6) month perlod, such venewsl shail -
also be condlional upon: (4) the Pacility having been in good standing at ail times; (b)
the Borcowor providing sixty (60) days® prior written notics to the Lender of its desire to
renew or extend the Term; and (c) the Lender receiving an extension fee {n the amount of

$20,000,

Cagh Manggsment

Systomss '
) The Borrower shall estsblish and shall continue to nagintain, at its expanae, <

blocked deposit nocount (the “Blorked Account”) at BMO into which ihe
Horrower shall promptly deposit all funds recelved from sl) sonrces inciuding,
without limitation, all account receivable payments, cesh salos recalpts, oredit
oard payments, any and oll rafinds recoived from any acurce whetsoever and
ey proceeds of any advances or other loans meds to it and shail direct its
acoount debtors that remit payments by cleetronio fands tapsfers to directly
remit all payments irto the Blocked Acccwmt.

(i) BMO, the Lender and the Botrower shali anter into an agreement (the "Blocked
Account Agreement™), in form and substanos satisfiotory to the Landes, agting
reasonsbly, providing tiat alf funds received or deposited in the Blocked
Account are the propedy of the Lender, that BMO has no Lisn upon, or right to
set off against, the Blocked Acconnt, the items received for deposit therein, or
the fimds from tiine to ime on deposit thereln and that BMO will wire, or
otherwise fransfer, in immediately eveflable funda, on a daily basis, slf finds
recejved or deposited inta the Blocked Account to the Lander's account, a8 the
Tender may from time to time designate for such purpose. The Borrower agreed
that all payments made to the Blosked Account or other funds recelved and
eollected by the Lender, shall be property of the Lendsr,

(i}  The Borrower and afl of its affitistes, subsidinvles, officers, employees, ngents,
ditzctord or other persons (a “related person) shall, acting a3 trustes for the
Lender, reccive, as the property of the Lender, any mornfes, cheques, noies,
drafts or any other paymsnt which comea into the possession or under the
zonirol of the Borrower or, in the case of any related person, comes info Its
possession or under its control and is rightfully that of the Berrower, and
immediately upon roceipt thereof where received by the Borower or upor
becoming aware of the receipt thereof where recetved by a related nerson, the
Bortower shall deposit or shat] canse the same to be deposited In the Blocked

, Account, or reroit the same or causs the same to be remltted, in kind, to the
Leader. In no event shall the same be commingled with eny of the Bomower's
own fands, The Borrowet agraes to reimburse the Lender on demand for any
amounts owed or paid to BMO regarding the Blocked Acoownt or any other
bark or person involved In the fransfer of funds to or from such Blocked
Aceount arising out of the Lenders payments 1o or indemnificatlon of such hank
T parsci.

(iv)  The Lender shell apply smounts received from the Blocked Account to the
Facility as applicable,
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v The Borrower shell meke all of its payments and dishursaments only from {ts
Disbursement Acoounts,

(vl)  The Borrower and BMO shall make the necessary amangsments fo provide view
only electronic access to the Disbursemnent Actounts to the Lender,

Cenditions
Precedent: The availsbilty of the Facllity is subject to and conditional upon tae following

conditions: |

(i satisfactory completion of duw diligence and contineal dus ditigence, inchding
the Lender's review of the operations of the Borrower aud {is busfuess and
finaneial pians;

(i satisfactory completion of the Lender’s legal dus ditigonce;

(i}  reoeiptof d duly executed copy of thiy Agrecruent and the Security, in form and
substancs satisfactory to the Lender and its legal counse!, registered as required
to perfect and makmain the security creajed thereby and such ceriificatss,
suthotizations, resolutions and legal opinions as e Lender may reasonably
tequire including an opinlon from ibe Borrower's counsel with respeet staps
and the due authorization, exeontion, delwery, validity and enforcesbility of this
Agreement and the Sscurity;

{iv)  fhe disohorge or subordination of any and ell existing secutlty spainst the
Berrowsr or the Guatantor a3 may be requited by the Lender

(W) payment of ali fees owlng to the Lender hersunder;

(v} the Bomower shall have opened the Blocked Account at BMO and ghail havo
entered into the Blocked Account Agresmont;

(vi)  defivery of such fihancial and other information or documents relating to the
Borrower ot {be Guaranicr as the Lender may require;

(vili)  the Lender being satisfied that therc ltas besn no material deterloration it the
finuncial condition of the Bomower or the Gusantor;

(ix} 0o event shall have oocurred and be continuing and no circnmslance shall exiet
Whith has not boen waived, which consiitutes an Event of Defanhl in reapect of
any materfal commitment, agresment or apy other [ustrument to which the
Borzower s & party or iy otherwise bound, entitling any other party thereto to
aocolerate the matutlty of amounts of princlpal owlng therevnder or terminate
atty such material commitment, agreemont or instrrnent which would have a
matetial adverse effect upon the financial condition, property, assets, aperation
or buginess of the Borrower; and

=) 1o svent that constitutes, or ‘with notlen or loss of time or both, would constituts
n Event of Defisht sha¥t have goourrad.

Each of the following is a condition precedent to any subscquent advmes ta be made
hereunder:

) all of the conditions contained in this Agreement shatl have besn satlsfied and
shall as at the time of the making of the subseguent advance in questlan continue

DacH202068%



Motion for Leave to Appeal Page 485

-7

to be satisfied;

(ii) a1l of the representations and warranties of the Bortower herein are trug and
correct on and as of such dats a5 though mads on and ag of such date other than
those representations and warranties which rolats to 2 specific date which shall
contlnue to be mie as of such date;

(i)  no event or condition has oceurred and Is continuing, or wovld result from such
advance, which constitutes or whioh, with notloe, Iapse of time, or both, would
constituts, & breach of any covenant or other term or condition of this
Agreement or of the Scourity;

(i) such Borrowing will not violats any Applicable Law (which for the purposes of
this Agreement means, with respect to any person, propesty, tansaction or
event, all presant or fitture statotes, regulatlons, mles, orders, codes, treaties,
ponventions, judgments, awards, determisetions and decrees of any
governmental, teguintory, fiscal of monetary body or court of competent
Jurisdlotion, in each cass, having the foroe of law In any applicable jurisdietion
then in effect;

N7} 10 Bvent of Default shall have occurrad; and

(vi) no ather event shall have occwred that, in the Londar's sole discretion, aoting
reasonably, matetielly ndversely affects or could materially adversely affeot
eithert () the business, assots, ligbilitles, prospects, finanoial condition or
operations of ihe Barrower, or (it} the value of the Collateral,

The making of 2n advance lierounder without the flfillment of ons or more conditions
set forth in this Agreement shall not constituts & walver of any such condition, and the
Lender regerves the right to require futfillment of such conditlon in connection with any

subscquent advanco,

Nothing [ this Agresment oreates a legally blnding obligation on the Lender to advance
any amoutt under the Facllity st any tme unless the Lender is completely satlsfied in its
sole discretion that fhe Borrower is 1 compliance with every provision of this Agresment
and thet no fact exists or event has coourred which changes the masmer in which the
Lender previously evaluated the risks inherent In advancing amounts to the Borrower
urder the Facillty, whether or not the Lender was o1 should have been aware of such facts
or events differently at mny time,

Covenantss Each of the Borrower and the Guaranter covenant and apres with the Lender, while this
Agreement is in effect to;

()] pay all sums of money when due harsunder op arlsing therafrom;

(il) provids the Lender with promjt written notles of any event which constitutes, or
whioh, with notice, lapse of time, or both, would constitute an Event of Default,
2 breach of any covenant or other term ot condition of this Agreement or of any
of the Security given in connection therewithy

(i)  uso the proceads ofthe Facility for the purposes provided for hereln;
(i) confinus to ¢ary on business in the maturs of or related to the tmsiness

tranzacted Ly the Borrowar prior to the dats bereof in the name and for the
account of the Borrower;

v
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) keep pnd maintain books of account and other socounting records in aceordance
with generally scoepted aceousting principles;

(v sul;jeot to (vii), enstre afl asseis securd by the Seenrity are In existonce aud in
1he possession and conirol of the Bomower;

{vi}  not asll, transfer, convey, leaso or othorwiss dispose of any of it properties or
assels or permit any yeorganizatlon or change of control of the Borrower, other
then inventory In the ordinary course of husiness and on commercially
regsonable terms or as otharwiss pevmifted herein;

{vilij  not seil, transfer, convey, encumber or othorwlse disposs of s.iny of i3 capltat
stovk o pernilt any reasganization or change of control of the Bomrower;

(lx)  notpurchase ot redeem its sharea or otherwise reduce its eapital;

(x)  not declare or pay any dividends or Tepay mny sharcholdors’ loans, Interest
thereon o shere capital;

{xi) not make joans or advances (excluding for grester certainty, salaries and
bonuses (which shall pot be fundsd fiom the sale of asssts) peyable in the
ordinary cousse of business and in accordsnce with past practice) fo
stiareholders, directors, officers or any other related or ssociated pariy;

{xii)  permit the Lender or it ropresentatives, ot any tims end from thne to tine with
. such fequency as the Lender, in jts sole dlscretion, may require, during business
hows, to visit and inspect the Bomower's premises, proprties and pssels
{(lncluding, without Hinitation, weekly luventory testing) and to examine and
obfaln copies of the Borrower's records or other information and discuss the ,
Borrower's affairs with the suditors, sounssf and other professicnal advisors of
the Bortower all at the reasonable expense of the Borrower;

(i)  forthwith notify the Lender of the particulars of any oceurrence which
constitutes an Event of Defbult hereunder or of any action, suft or proceeding,
pending or to the Borrower's koowledge threatened apainst the Borrower (the
Londer acknowledging that i has besn preyiously advised by the Borrower of
certain ongoing lliigation invelving John Riddell in Ontario Superior Court of
Justice Court File No, CV-12-445725 (the “Rlddell Litigation®), in respect of
which the Borrower shall provide monthly updates with the monthily compliance
ceriifloate noted in (dv){d) below);

(xiv} in a form end tneminer prescribed by the Lender (which may include by fax
and/or e~mail), deliver to the Lender the following, tigned by a senior offfoer of
the Borrower:

(@) woekly by Friday of each week, a Ust of totel invoiced sales completed
durlng the preceding week and a st of credif notes and cash receipts
received by the Borrower from its customers during the preceding week
{Fdday to Thursday inciusive);

{b) weakly by Fridey of each week, the daily involce reglster, eedit note
register and cash receipts register in rospect of the preceding week (Fridy
ta Thursday inclusive);

(e} weekly, by Pridey of esch week in respeot of the preceding week (Fridey to
Thursday Inclusive), an aged accounts receivable schednle, aged nccowats.
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payable scheduls, detailed Inventory schedsle (including, work in prograss,
finlshed goods and rew materials) and summary trial balanes;

{d) monthly, by the 25" of sach calendar month, 2 compliance sertifiosts In
form satisfagtory to tha Lender:

(¢) monthly, by the 25™ of each calendar month it respect of the preceding
month, infernally prepared financial stetements for the preceding month and
internally prepared financial statements for the year to date;

(f) ronthly bank statements for ail bank accounts of the Borrower within 13
days of it month.end;

monthly, by the 16® of each calendar month in respect of the proceding
month proof of peyments, in a form satisfactory 1o the Lender, of Priority

Claims;

ennuaily, nio later than 30 days prior to the end of tha Borrower's financial
yeur, fimancial and business projections for the following financial veary

(=

—r

(h

Rl

() annually, within 90 days of the Borowsr's and the Guamntor’s financial
year end in raspect of the preceding finuncie] year, roview ¢npgagement
finatolal statements for the Borrower and the Guarentor fhiat were prepared
by external suditors; sed

() such edditional finenciel information with respect to Borrower and the
Guerantor a5 and when requested by the Lender;

provided that in the event that the forepoing reporting doss not mest the
requiraments of the Lender in its discretion, the Lender shall have the right to
sppoint a consultent of i1 choosing at the expenae ofthe Borrower to assist with

the reporting;

(xv)  file all tax retutns which the Borrower must file from time to tme, to pay or
make provision for payment of all taxes (lneluading interest and penalties) and
pther potential preferred olaims which are or will become due and payable and-
to provide adsquate reserves for the payrment of any tax, the payment of which is
heing contested;

(xvi)  not make oapital expendliures ixt any financial yeor of the Borrower in exesss of
$500,000 without the wriiten consent of the Lender, which shall not b
unreasonably withhield, with any capital expenditures to be reported monthly
(and, for greater cerleinty, tione of the proceeds from tha Facility shall be used
to finance capital expenditures);

(xvi)  ;ot grant, creats, assume or suffer to exlst any mortgage, charge, Lien, pledge,
securlty interpst, including & purchass money securfty interest, or othier
encumbratica affeciing any of the Borrower’s properiies, nssets or other rights
except for Encumbrances in existence, known to and approved by the Lender as
the dute hereof or fram time to Hme;

(xviil) not grant & loan or make an investment in or provide finaseisl nssletance to a
thitd party (including, the Guarantor) by way of s suretyship, guaranten or
otherwise

(xix)  not chenge its neme, mergm, amatgamate or otherwiso anter into any other form
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of buginess combination with asy other entty without the prior written consent
of the Lender not to be used unreasonably withheld;

(xx}  keep the Bormower's assets Puliy {bsured against suoh perils snd fo such munner
8 Would be customarily Insured by compantes carrying on & similar business or
owming similar assefs naming the Lender as first Ioss pryes and to ensure all
assets secured by the Seculty are in existencs and in tho possession and control
of the Botrower; and

(eel)  comply with all the applicable hesith, construotion, exvironmentel and other
laws and reguintions; fo advise the Lender promptly of any aotion, requests or
violatlod notloes reoefved from any goverament or regulstory authority
conceming the Bortower” operations: and to ndemnify and hold the Lendst
henmless from all Hability of Joss 45 4 result of any non-complianes with such
lawd and ropulations,

As general and continuing seeurlty for the performance by the Borrower of ail of its
obiigetions, present and future, to the Lender, indluding, without limitation, the
repayment of advances granted hersunder and the payment of inierest, fees and any oftter
amounts provided for hersander and undsr the security documents, the Borrower
undertakes ta grant o the Lender and o teintaln ot all flmes the following security In
form satisfactory to the Lender (the “Seeurity™), in accordancs with the forms in use by
the Lender or ns propared by lts solicitors:

()] s Dsmend Promissory Wotes evidenclng the Facility:
4

diy a General Security Agreement, on the Lender’s form signed by the Borrower
constituting a firat ranking secwrify interest in afl personal property of the
Borrower; ;

(i} an asstgnment of adequare all risk, business interruption, cammercial general
lighillty and property insurance (including the equipent of the Borrower in ad
amount not less than ite appraised value) nanting the Lender s fitst oss payee;

(1v) g postponement and eubordination of alt direators, officers, shareholders, nog-
amms’ length creditors and volated parly losas, to includs s postponesment of the
tight to receive any payments of bath prinelpal and indevest under such Joans;

{v) & Jandlord waiver and consent in a form satistaotory to fhe Leader;

{vi) a guaranist by the Guarantor int the limited amount of $1,000,000 supported by
& General Seeurity Agreement, on the Lendar’s form gonstitating a first ranking
seourlty Inferest in ali parsonal property of the Cuarsator (reglistered In all
applicable jurlsdictions);

(vii)  an sesigament of 1,500,000 of key maa Ife insurance over the life of Ciaba
Reider or undertaking fo obinin the samo satlsfuctory to the Lender within 30
days from the date of this Agresment; and

{viily  swoh other seourity as may be raquired by the Lender,

Withut limiting any other rights of the Lender under this Agresment, if any one or mors
of the following events (an "“Kvent of Defaulé”) tas occurred and {s continuing:
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(B the Borrower fhils to pay when due any principal, interest, fees or other amounts
due under this Agreement or under any of the Security;

(i the Borrower breaches any provision of this Agreement or any of the Securfty or
other agraement with the Lender;

(i) e Borrower is In material default vnder the terms of any other contracts,
agreements or otherwise with amy other creditor (“material” for this purpose
meening & default that would reasonsbly be expected to give rise to u liabllity of
the Bortowsr in excess of $50,000 or causs 8 Material Adverse Effect and, for
greater certainty, excluding the disputed ouneulting agreement betwemn the
Borrowsr and John Riddell which is the subject of the Riddell Litigation);

(Iv) the Lender recaives from sny present or fitwre guarzutor & notics proposing to
torminate, limit or cthorwle modify sueh guarantor's Hebilly under its
guarantes of the Bomower’s indebtednsss to the Lender under the Beeility or
under a security document or under any ofher document In favour of the Lender;

W the Borrower ¢cases or threntens to corge {0 carry on business in the ordinery
COUrse;

(viy  eny defult or fhilure by the Borrower {o muke any payment of, wages or other
monetary remuneration payeble by the Borrower fo its employzes under the
terins of any contract of smploymen, oral or writtan, express or implied;

(vil)  any defanlt or fallure by the Borrower to keep current ali amounts owing t0
parties offver than the Lender who, in the Lender’s sole opinion, have ar could
have a security lmlerest, tmust or deemed trust in the properly, ssseis or
undertaking of the Borrower which, In the Lender’s sole opinion could rank in
priority o the seomtliy held by the Lender npon the property, assefs and
wnderisking of the Borrower;

(viif)  any breach by & guatantor of the proviaions of any guerantes or other security,
undertaking or covenart given to the Lender to secure any grarantee;

(ix}  Ifany representation or warcanty made ot deemed to have bean made herein or
In any eertificate or the Security provided for herein shall be false or inneourate;

o] if, In tha reasensble opinion of the Lender, there is a Material Adverse Change
in the finanotal condition, ownership or aperation of any of the Borrower;

(x)  the Botrower is unableto pay its debts as such debts beoome dug, or §s adjudped
or declared to be or admit to being bankeupt or insofvent;

(xif)  omy judgment or award s made egainst the Borrower or the Guaranior in excess
of 325,000 in raspect of which there i3 niot an appeal or proceeding for review
being diligently pursued in good falth and In respect of which adequate
provision hos been made on the books of the Berrower or the Guarantor, as
applicable; or

(xili) any notice of intention Jx filed or any volumtary or involuntary case ar
proceeding filed or commenced for:

{=) the bankauptey, liguidation, windlng-up, dissolutlon or suspension of
ganeral operations of the Borrower;

Dec#a030687v1
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(B) the composition, rescheduling, reorganization, wmrengement or
readjustment of, or other relief from, or stay of proceedings to enfores,
soms or all of the debts of the Borrower;

{5} the sppolntmsnt of & trustee, receiver, receiver and manager, liguidator,
administrator, custodlan or other officlal for, all or any mgnificant part
of the assetg of the Borrower;

{0 the possession, foraclosure, retention, sale or other disposition of, or
other progeedings to anforce security over, ail or any significant pert of
the assets of the Borrower; or

(s} any secared craditor, encumbrancer or Henor, o a0y trosiee, recelver,
recelver and manager, ngent, balliff or cther similar official appotnted
by or acting for any secired oreditor, enonmbrancer of lienor, takes
possession of or foresloses or retains, or sslls or ctherwlss disposes of,
or atherwise procaeds to enforeo seonrity over ail or eny significant part
of ths assetz of the Botrower af gives notice of its intention to do any of
the foregolng; ~

then, {n such event, the Lender may, by written notice to the Borrower declare all monies
ouistanding under the Pacility to ba immediatzly dus aud payable, Upon rccu{pt of such
wrliten notlce, the Bomower shall immediately pay to the Lender all monies outstanding
under the Facllity and all other abligations of the Barrower to the Lender in gonmection
with the Famhty nndet fhis Agreement. The Lender may enforee its tights to realize upon
its security and retaln s amount suffiolent to secure the Lender for the Borrower's
obligaticns to the Lender,

Nothing contaltied {n this section shall imit any right of the Lender tnder this Agreement
10 demand payment of the Facillty st any time,

Evidence of

Indebtedness: The Lender shall maintafn records svidensing the Fecility, The Lender shall record the
principal amount of the Faoility, the payment of principal and interest on account of the
Pacility, and all other amounts begorting dus to the Lender under this Agreement,
The Lander's accounts and secerds constitute, in the absence of manifest error, conclusive
svidenos of the indebtedness of the Borrowar to the Lender pursuant to this Agreement.

Representaifons

and Warrantiss; The Borsowar represenis and warrants to the Lender that:

.M each of the Borrower and the Guaranfor {s a corporation daly mcorporated,
validly oxtsting and duly registered or qualified to carry on husiness in the
Provinee of Ontario or any othet jurladiction whérs they may ecany on business;

{1} the exeoution, delivery and performence by the Borrewer and the Guarantor of
this Agreement has boen duly authorized by all nocessary actiona and do not
violate the constating documents or any Applicsble Laws or agreements o
which tho Borrower and the Guarantor is subject or by which they are beund;

(i) the Borrower's and the Guarantor’s financlal statements most recently provided
t0 the Lender faisly present their finanoinl positions as of the dute thereof and its
results of operations and cash flows fbr the fiscal perfod covered thershy, md
singe the date of such finencial statcments, thers hes oecurmed no Mpterlal
Adverse Chatige in the Borrower’s and the Guarantor's business or financial

Do 20308871
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condition;

{tv) there ig no cleim, sotion, prosecution or other proceeding of sny kind pending or
threatensd against the Borrower or the Guarantor ot any of their respective
asgets or properties before any court or administrative agancy which relates to
any non-complistoe with any, emvimamontal law which, if advemety
determined, tmight have & material adverse effect upon its financiat condition or
operatlons or [ts abillty to perform its obligations under this Agresment or any
of the Security, and there are no circumstances of which the Borrower or the
Guarantor is aware which might give rise to any such proceeding which has not
been fully disclosed to the Lender;:

5] the Borrower and the Guarantor have good and marketable title to all of their
properiics and assets, fres gud clear of auy Encumbratices, other than es may be
provided for herein;

{vl)  no eventhas ocourred which constitutes, er which, with notlce, lapse of time ,
or both, would constitute, an Bvent of Defnlt, & bresok of ey covenant or other
ternt or conditlon of this Agreement or eny of the Securlty glven in connection
thorewity :

(vil)  the Bomower end the Guerantor have filed all tax returns which were requlrad to
e filed by them, if any, peid ot mada provislon for paymsnt of all taxes and
potential prior ranking cladms (including intersst and penslties) which are due
and payable, If any and provided adequats reserves for payment of auy tax, the
payment of which. is being contested, £ any; and

(elii}  the Borrower’s obligation to ¢omplets this transaction 1a not depandent upon any
condition whatsosver; and that the Lender nssumes no cbligation lo assist the
Barower 1o complete the transaction In say way, except to make avallable the
Faollity us contemplated herein. .

) In addition to weekly inventory testing / sudits st the discretion of the Lender,
the Borrower ackeowledges that the Lander and Its examiners shall be permitted
to conduct periodic fleld examinattons of the Collateral and operations of the
Borrower, such examinntions not to exceed four (4) in any caleadar year pilor to
an Byent of Definit and niore frequently as the Lender may detenmine in its sole
disoretion {herenfier,

{y  TheBowower further acknowledpes that the Lender shall e permitted to obtain
twa (2) inventory valuetiony and one (1) equipment valustlon in any calendar
yeer prior to an Bvent of Default which is continving and mors frequently as the
Lender tnay determine [n s sols discretion thereafter,

In relation to the Borrower s Tusidess, assets and projects; fhe Borrower is operating and
will conlinue {0 operats in conformity with all ¢nvironmentsl laws; thore are no
contaminants, pollulznty or other hazardons substances (Including, without Timitation,
gsbestos, products contalning urea formaldehyde or polyohiorinated biphenyi or any
radioaotive substanioes) heve been or are now stored or located at any propetty from
which the Botrower operates its business (collectively, the “Properiies™) and no order,
approval, dlrection or other govetnmental or regulatory notice reluting to the environment
us been threatened against, [s pending or has been issued with raspeoct i the Propertles
or the operations of the business being conducted af the Propertics; the Bomrower is hot
aware of any pending or threatened action, suit or proceedings relating to any sctual or
alleged environmental violation from or #t the Properties, nor hava any pronsedings bean
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or are being Institted to make the Borrowet or any other owner of the subject property
comply with envitenmental laws and regulations; the Barrower will snsuse that elf of ity
property and gesefs comply with existing logislation and will remain free of any
environmental probleny; the Bomower will Inform the Lender immediptely upon
becoming awars of any environmental problem or issue and will provide the Lender with
copies of all communicatlons with cavironmentsl suthoritics and all studies or
assessments preparad on [he Borrower's behalf, all as soon es reasived by the Berrowes;
the Borower alse agrsey to pay the cost of mny extamel environmental consultant
engaged by the Lendsr to effect an environmental audit and the cost of any snvironmental
rehabilitatlon, removal or repair hecessary to profect, preserve or remediate the assefs,
Including any fita of penalty the Lendsr is obligated to incur by reason of noy statuts,
order or directive by & compstent authority, The Borrower agrees to Indemnify fhe
Lender for any Hability arising from on environmental prolilem Including, without

. limitation, for all decontaimination and decommissioning costs or for damages incuired
by the Lender or Its agents 2s a resnht of such contamination. For the purposss of this
Agresment, an “envivonmentai probiem” means an act of non-cottipliatice to a lav,
regulation, ete, or soil andfor undergronnd water that containg one or wany poflutants
{contaminanis) in levels of concentration that exceed perametars or notms applicable for
the present use and intended use of sny of the Botrower’s personal or real property
including teased property,

"Tn the event any envirouments] report shows that decontamination is required the
Borrower undertakes to forthwith cayry out deconsamiation at its own sxpease should
this be required or requested,

Confldentinlity: ‘The Borrower and the Guatantor agree to keep all of the information and terti rolated to
this Agreement confidentinl. In partioulor, the existence of this Agreement of the
discusslons suerounding this Agreemant cannot be discloned to any party, including other
creditors, without the Lender's prior wiitien congent, The partize acknowledgs and agres
that Information and terms related to this Agrecmtent have besn disclosed to Danbury
Finanolal Services in connection with the Borrower’s ongoing diycusylons with Danbury
Finaneia! Services and have been or may be disclosed to BMO gnd shall not be
congidered breaches of the foregoing confidontiality provisions.

Conoral: Credit: The Borrower and fite Guarartor authorize the Lender, herelnafier, fo obtain such
factugl and fnvestlgative informadlon regarding the Borrower or the Guarantor from
ofters as permitted by law, 1o furnish other consumer oredit grantors and credit bursang
guch nformation. The Lender, after campleting credit fnvestipations, which It wiil make
from time to Hime concerning the Borrower end the Guaerantor, must in fts sbsolute
disoretion be sutlsfled with all informaatlon obtalned, prior to any advence being made
under the Paclity,

The Borrower and the Guarantor frther suthorize any finencial [nstitution, ereditor, tax
aithority, employer of any other person, Including any public entity, holding information
concerning the Borrower of the Guarantor or their assets, including any financial
information or information with respect to any undestaking or suretyship piven by the
Borrower ot the Guarantor, to supply such Information 1o the Lender in otder to verify
the accuracy of ail Information femished or fo b furnished from fime fo time io the
Lender and to ensure the solvency of the Boprower and the Guarantor atall thmes,

Noti-Merger: The pravisions of this Agreernent shall not merge with any of the Seeurity,
but shail continue in fiull force and effeot for the benefit of the parties hereto. Tn the cvent

of an lnconsisteney betwesn this Agreement and any of the Facility and security
documentation, including ths Security, the provisions of this Agroement shall prevail,

Purther Assurances and Doucumentation: The Sorrower end the Guarantar shall do all

Do 20367V
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things and execute all documents deomed necessary or approprists by the Lender for the
vurpases of giving fiull force and effoct to the termms, conditfons, undertakings hereof nnd
the Sacurity granted or to be granted hersunder,

Severabllity; If any provisions of thls Agreement Is or becomes prohibited or
unenforeeable in any Jurisdiction, such prohibition or unenforoeability shall not Invalidets
or render unenforceable the provision concemed in any ather jurisdiction nor shall it
invalidate, affect or impair any of the remaluing provisions of this Agreement,

Marketine: The Lender shall be permitied to use the name of the Bomrower and the
amount of the Facility for advertising purposes,

Govehing: Law: This Agreement and all agreaments arlsing hersinafisr ghall be deemed
to have been made and accepfed In the City of Toronfo, Ontarlo and constrned in
acqordanes with and be governed by the laws of the Provines of Ontario snd of Canada

applicable thereln,

Counterparfs: This Agreemant, the Securlty and al agreements arfsing hersinafter may ba
exetuted In any number of separate connterparts by any one or mors of the parties
thereto, end all of said counterparts faken together shall constiiuto one and the sams
Instrument. Delivery of an executed countarpart of this Agreement by telecopler, PDR or
by other electronic means shall be as effective as delivery of 2 maswally executed

connterpart,

Assignment and Syndications This Apreement when acoepted and any commitrent to

edvance, If fasued, aud the Scourity in furtheranos thersof or any warrant ar right may be
assigned by the Lender, or monies required to be advanced may be syndicated by the

. Lender from iime to tima. Por greater certainty, the Lender may nssige or gromt
participation in all or part of thls Agreement or In the Facillty made hereunder without
notics 1o and without the Borrower’s consent. ‘The Borrower may net assign or transfer
all or any part of it rights or obllgations under this Agreement, any guch {ransfer or
assignment being mull and void jusofar es the Lender it concemned and rendering any
‘halance then owtstanding under the Facility immediately dus and payable at the option of
the Lender. Any Information provided to any syndicats members shall be consmunleated
to the mambecs on 2 confidential basis and shall be maintained by the syndicate membera
on & confidential basis and used by them solsly n ecmneclion with the Facility.

Joint and Seyeral: Where more than one person fa [lable 53 the Borrower or Guaranfor
for any cbligation under this Agreement, then the lisbility of each such person for auch

obligation 13 joint and saveral with each other snch person,

Tiime: Time shall be of the essence in all provisions of this Apresment,

Whols Agreement, Amendments and Waiver: This Agreement, the Security and any

other wiltten agreement delivered pursuant to or teferred to in this Agrecment constifute
the whole and entire sgreement betwesn the partics in respect of the Facilily. Thore are
7o verbal agreements, underiakings or representations in connestion with the Facility, No
amendment or waiver of any provislon of this Agreement will be sffectlve wrless ltis In
writing signed by the Bomower, the Cuarantor and the Lender, No falture or delay on the
part of the Lender in exercising any right or powar hereunder or under eny of the Sacurity
shall operate s a walver therson, No courss of conduct by the Lender will give rise to
any reasonable expectation which is it any way incomslstent with the terme and
conditiona of this Agreement and she Seourity or the Lander's rights thereunde,

Expiration: This Agresment must be aceepted by the Borrower and the Guarenlor by no Jater then
$:00 pm on January 18, 2013, after which this Agreement will expire.

Doz 30e8Ty1
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If the terms and conditions of this Aproement ate accaptable to you, please slgn in the spuce fndlonted below and
ratuen the signed copy of this Agrecment to us. Accspiance may also be effected by facsimile or scanned
transemission and in countexpart.

We thank you for allowing us the opportunity to provids you with this Agresmand,

Yours truly,

BRIDGING 7/&[, INC.
Pex e %
Name!

Tiitles

1 have autherity to bind the Cotporation,

ACCEPTANC
The undarsigned herchy accepts this Agresment as of this 18% dwy of Januery, 2013,
SUN PAC FOQDS LI
P

Nawme: Csaba Relder
Titie: President

1 hava muthority to bind the Corporatlon,

LIQUIBRANDS INC.

Pear:
Name: Crabu Relder
Title: Pregident

1 have authority 1o bind the Corporation,

Pexfiz0saas7v]
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Schedule A
Defipitions

In addftion to terms defined elsewhere i this Agreement, fhe following terms shall have the following
meanitigs:

(&) “Applicable Laws” means, with raspect to any person, property, transection or svent, all present
or fafure statutes, regalatfons, rles, orders, codes, treatles, conventions, Judgments, awards,
determinations and deoress of any governmental, regulatery, fiseal or menstary body or court of
competent jusisdiction, In each cass, having the force of law in anry applicable jurfsdietion,

b “BMO™ means Bank of Montreal inoluding Harrls Banl,

(c) “Busipese Day" means any day other than a Safurday or 2 Sunday ot any other day on which
banks are closed for business in Toronto.

(d) "Collateral” moans all of the Bormower's and the Guatantor’s personel property,

(&) “Disburednrent Actonnis™ means spaeifically account / transit numbers 1053912/0470 (CADS)
and 4612684/0002 (USS) at BMO from which the Borrower shall make all of {ts payments and

dishursements,

€3] “Encumbrances? means any mortgage, Lien, pledge, essignment, chargs, securlty interest, fiils
retentlon sgreement, hypothee, lovy, execution, seizure, atinchment, gamnishment, right of distress
or other claim In respect of propeny of any naturs or kind whatsoever howsoever atlying (whether
consensun, statutory or arising by operation of law or otherwise) and includes arrangements
known 29 gale sud fease-back, sale and buy-back and sale with oplion to buy-back or other
agreement to sell or give m security interest in and any filing of or agreement to give any financing
staternent under the PPSA ot Uniform Commmerclal Code {or cquivalent statates) of any
Jurisdietion,

() “Equipoent Appreisal® means the appralsed foreed sale value of the Borrower's machinery and
euipment as determingd by a eurrent appralsal of same conducted at the Borrowes’s expenss by
Hilco and addressed to and deliversd to the Lender and in o form and with content satisfhstory to
the Lender in its discretion,

{h} “Lien” menns any morigage, charge, pledgs, hypothecation, ssourlty Interest, assignment,
encumbrance, Hen (statutory or otherwise), charge, tile retention agreement or arrengement,
restrictive covenant or other encumbrance of any natute or any other arrangement or condition that
In substance seoures payment or parformance of an obllgation. :

(i “Materia) Adverse Changs” means any change, condition or event which, when considered
individually or togsther with other changes, conditions, eveats or pecurzences could reasonably be
expecizd to have a Material Adverse Effect,

0 “Matsrial Adverse Lffect” means a material adverse effect on (i) the buainess, revennes,
operations, assets, lisbillties (contingent or otherwise), financfal conditlon or prospects of the
Borrower; (If) on the rights and remedies of the Lender under this Agreement and the Security;
(iif) on the ebility of the Borrower to perform Hs obligations under the Credit Documents; or
(iv) on the Liens creatcd by the Security Agresements,

& “person® inoludes a matural person, & parinepship, 2 joint ventwre, a trust, 8 fund, an

unincorporated orgenization, 8 compuny, a corporation, B aspoclation, 8 governmeant or any
departmont or agency thereof, and any other incorporated or unincorporated entity,

Dom2qsheBr
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6] YPESA™ means the Pervonal Property Securlty Aot (Oniarlo) s the same may be amended from
tinte to tine. )

(m)  “Priopity Claims® meens the aggregate of any amourds acerued or payabls by the Borrowsr
whizh under any law may rank prior to or pari pessn with any of the Security Agraemonts or
otherwise in priority to any claim by the Lender for payment or repayment of any ameunts owlng
under this Agreement, including () wages, sslaries, commissions or other temuneration
() vacation pay; (Iif} penston plan contributions; (Iv) amounts required to bo withheld fom
payments to employtes or other persons for federal and provineie! income taxes, smployss
Cenadinn Pengion Plan contributions and employes Employment Insutatice premiumy, additional
amounts payable on account of employer Canada Pension Plan coniritutions and employer
Employacot Insurancs protniums; (V) hatmonized sales o (vi) provineisl eales or other
constunption taxes; {vii} Workers' Compansation Board and Workplaca Safety and Inswrancs
Board premiums or simifar premiums; (vill)real proporty taxes; (i) rent and other amounia
payable In respect of the use of real properly; {x) emounis payable for repaft, storage,
tensportation or construction or other services which may give rige 1o 2 possessory or registerable
ilen; (x1) claims which suppliers could assert putsuant to Sectlon 81.1 or Section 81.2 of the
Bankruptey and Insolvency Aot (Caneday; and (x1f) WEPPA Claims,

{n “Statutory Encumbrances” means any Encumbratces adeing by oparation of Applicabls Laws,
ineluding, without mitatton, for carrlers, warshousernan, Tepairers', taes, assessments, statutory
abligations and govemment charges and levies for amounts not yet dus and peyable or which may
be past due but which are being contested In good faith by appropriats proceedings (and as fo
which there ate no other enforeement progeedings ov they shsll have heen eifectively stayad).

(o) “WEPPA Claims® means any claims mads agalnst the Borrower pursusnt ta the Wage Earmer
Protection Progran Act, 3.0, 2008, .47, 5.1, as the same may be amended, restatod or teplaced
from Hime to tine.

Words imparting the singular Include the piural thersof and vios versa and words importing geader elude
the mesculing, feminine and neuter genders.
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THIS IS EXHIBIT “D” TO
THE AFFIDAVIT OF NATASHA SHARPE
SWORN BEFORE ME THIS 1§™

A Compniissioner etc.
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GUARANTEE AND POSTPONEMENT

TO:  Bridging Capital Inc.
95 Wellington Street West
Suijte 915
Toronto, ON
M5J 2N7

Attention:  Brian Champ
Facsimile; (416} 633-4959

RECITALS:

A, Sun Pac Foods Limited (collectively, the "Debtor") Is indebted or liable or may
become indebted or lizble to Bridging Capital nc. (the "Creditor"); and

B. : it is in the interests of Liquibrands Inc. (the "Guarantor™ ihat the Creditor
extend credit (or continue to extend credit) to the Debtor and therefore the Guarantor is
prepared to issue this Guarantea to the Creditor

For valuable consideration, the receipt and sufficlency of which are hereby
conclusively acknowledged by the Guarantor, the Guarantor hereby agrees In favour of the
Creditor as follows:

1. Limited Guarantee. The Guarantor hereby uncondiionally and ifrevocably
guarantees, jointly and severally as a primary obligor and not merely as a surety, the prompt
payment and performance to the Creditor, forthwith upon demand by the Creditor, of all
indebtedness, liabilities and obligatiens of any kind whatsoever (whether direct or indirect, joint
or several, absolute or contingent, matured or unmatured) which the Debtor has incurred or may
incur or be under to the Credltor pursuant to the loan agreement entered into between the
Creditor and the Debtor on or about the date hereof as the same may be amended, restated,
revised or replaced from time to time (collectively, the "Obligations") to the maximum principal
amount of $1,000,000 plus interest and costs. All amounts payable by the Guarantor hereunder
will be paid to the Creditor at the address of the Creditor shown above or as otherwise directed
in writing by the Creditor. Any amounts payable by the Guarantor under this Guarantee which
are not pald forthwith upon demand therefor by the Creditor will bear interest from the date of
such demand at the rate or rates applicable {o the corresponding Obligations. For greater
certalnty, notwithstanding any other provisions of this Guarantes, the guarantee and obligations
of the Guarantor under this Guarantee shall be limited to and shall not exceed the maximum
principal amount of $1,000,000 plus interest and costs.

2. Guarantee Unconditional. The obligations of the Gueranter under this
Guarantee are continuing, unconditional and absolute and, withcut limiting the generality of the
foregoing, will not be released, discharged, diminished, limited or otherwise affected by (and the
‘Guarantor hereby walves, {o the fullest extent permitted by appticable law): (a) any extenslon,
other indulgence, renewal, setflement, discharge, compromise, walver, subordination or release
in respect of any Obligation, security, person or otherwise; (b) any modification or amendment
of or suppiement to the Obligations, including any increase or decrease In the princlpal, the
rates of Interest or other amounts payable thereunder; (c) any release, non-perfection or
invalidity of any direct or indirect securlty for any Obligation; (d) any change in the existence,
-structure, constitution, name, objects, powers, business, control or ownership of the Debtor or
any other person, or any insolvency, bankrupicy, reorganization or other similar proceeding
affecting the Debtor or any other persen or its assets; (8) the existence of any claim, set-off or
other rights which the Guarantor may have at any time against the Debtor, the Creditor, or any

Doci#1§10727vz2



Motion for Leave to Appeal Page 499

Page 2

other person, whether in connection herewith or any unrelated transactions; (f) any Invalidity,

" illegality or unenforceability relating to or against the Debtor or any provision of applicable law or
regulation purporting to prohibit the payment by the Debtor of the principal or Interest under the
Obligations; (g) any limitation, postponement, prohibition, subordination or othar restriction on
the rights of the Credltor to payment of the Obligations; (h) any release, substitution or addition
of any cosigner, endorser or other guarantor of the Obligations; (i) any defence arising by
reason of any failure of the Creditor to make any presentment, demand for performance, notice
of non-performance, protest, and any other notics, including notice of ali of the following:
acceptance of this Guarantee, partial payment or non-payment of all or any part of the
Obligations and the existence, creation, or incurring of new or additional Obligations; () any
defence arising by -reason of any failure of the Creditor to proceed against the Debtor or any
other person, to proceed agalnst, apply or exhaust any security held from the Debtor or any
other person for the Obligations, to proceed against, apply or exhaust any security held from the
Guarantor or any other person for this Quarantee or to pursue any other remedy in the power of
the Creditor whatsoever; (k) any law which provides that the obligation of a guarantor musi
neither be larger In amount nor in other respects more burdensome than that of the principal
obligation or which reduces a guarantor's obligation in proportlon to the principal obtigation; (i)
any defence arising by reason of any incapacity, lack of authority, or other defence of the Dabtor
or any other person, or by reason of any limitation, postponement, prohibition on the Creditor's.
right to payment of the Obligations or any part thereof, or by reason of the cessation from any
cause whatsoever of the liability of the Debtor or any other person with respect to all or any part
of the Obligations, or by reason of any act or omission of the Creditor or others which directly or
Indlrectly results in the discharge or release of the Debtor or any other person or all or any part
of the Cbligations or any security or guarantee therefor, whether by contract, operation of law or
otherwise; (m) any defence arising by reason of any failure by the Craditor to obtain, perfect or
maintaln a parfected or pricr (or any) security interest in or llen or encumbrance upen any
property of the Debtor or any other petson, or by reason of any interest of the Creditor In any
groperty, whether as owner thereof or the haolder of a security interest therein or lien or
encumbrance thereon, being invalidated, voided, declared fraudulent or preferential or
otherwise set aside, or by reason of any impairment by the Creditor of any right fo recourse or
collateral; (n) any defence arising by reason of the failure of the Creditor to marshall any assets;
{0) any defence based upan any faiture of the Creditor fo give to the Debtor or the Guarantor
notice of any sale or other disposition of any property securing any or dll of the Obligations ot
any guarantea thereof, or any defect in any notice that may be glven in connection with any sale
or other disposition of any such property, or any failure of the Creditor to comply with any
provision of applicable law in enforcing any security nterest in or lien upon any such property,
including any failure by the Creditor to dispose of any such property in a commercially
reasonable manner; (p) any dealing whatsoever with the Debtor or other person or any security,
whether negligently or not, or any failure to do so; (4) any. defence based upon or arising out of
any bankruptcy, Insolvency, reorganization, moratorium, arrangement, readjustment of debt,
liguidation or dissolution proceeding commenced by or against the Debtor or any other person,
ineluding any discharge of, or bar against collecting, any of the Obligations, in or as a result of
any such proceediing; or (1) any other act or omisslon to act or delay of any kind by the Debtor,
the Creditor, or any other person or any other circumstance whatsoever, whather similar or
dissimilar to the foregoing, which might, but fot the provisions of this Section 2, constitute a legal
or equitable discharge, limitation or reduction of the Guarantor's obligatiens hereunder (other
than the payment or exiingulshment in full of all of the Obligations). The foregoing provisions
apply (and the foregoing walvers will be effective) even if the effact of any action (or fallure to
fake action) by the Creditor Is to destroy or diminish the Guarantor's subrogation rights, the
Guarantor's right to proceed against the Debtor for reimbursement, the Guarantor's right to
recover contribution from any other guarantor or any other right or remedy.,
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3. Reliance on Agents. The Creditor is entitled to assume, notwithstanding any
investigation by or on behalf of the Credltor, tha power of tha Debtor and the Guarantor and the
authority of the officers, directers or agents acting or purperting to act on behalf of the Debtor or
the Guarantor, and any Obligations made or created in reliancé upon the exerclse of such
power or authority will be guaranteed hereunder.

4, Recourse against Debtor. The Creditor is nof required to exhaust its recourse
against the Debtor or others or under any other security or guarantee before being entitled 1o
payment from the Guarantor under this Guarantee.

5. Settlement of Accounts, Any account settled or stated between the Crediter
and the Debtor will be accepted by the Guarantor as prima facie evidence that the amount
thereby appearing due by the Debtor to the Creditor is so due,

6. No Waiver. No delay on the part of the Creditor in exerc:smg any of its options,
powers or rights, or partial or single exercise thereof, will constitute a waiver thereof. No walver
of any of its rights hereunder, and no modification or amendment of this Guarantee, will be
deemed to be made by the Creditor uniess the same will be in writing, duly signed on behalf of
the Creditor, and each such walver, If any, wiil apply only with respect to the specific instance
involved, and will in no way impair the rights of the Creditor or the liabilittes of the Guarantor to
the Creditor in any other respect at any other time. :

7. Guarantee of all Monevs Borrowed. All moneys and credits in fact borrowed or
obtained by the Debtor from the Creditcr pursuant to the Loan Agreement, will be deemed to
form part of the Obllgations notwithstanding any Incapacity, disability or lack or limitation of
status or power of the Debtor or of the directors, offlcers, employees, partners or agents thereof,
or that the Debtor miay not be a legal entity, or any lregularity, defect or informality in the
borrowing or obtaining of such moneys or credits. Any amount which may not be recoverable
from the Guarantor by the Creditor on the basls of a, guarantee will be recoverable by the
Creditor from the Guarantor as principal debtor in respect thereof and will be paid to the Creditor
forthwith after demand therefor as herein provided.

8, Stay of Acceleration. [f acceleration of the time for payment of any amount
payable by the Debtor in respect of the Obligations Is stayed upon the insolvency, bapkruptey or
reorganization of the Debtor or any moratorium affecting the payment of the Obligations, all
such amounts otherwlse subjsct to acceleration will nonetheless be payable by the Guarantor
hereunder forthwith on demand by the Creditor,

8, Reinstatement. If, at any time, all or any part of any payment previously applied
by the Creditor to any Obligatlon is or must be rescinded or returned by the Creditor for any
reason whatsoever (including, without limitation, the insolvency, bankruptoy, or reorganization of
the Debtor), such Obligation will, for the purpose of this Guarantee, to the extent that such
payment Is or must be rescinded or returned, be deemed to have continued in existence,
notwithstanding such application by the Creditor, and this Guarantes will continue o be effective
or be reinstated, as the case may be, as o such Obligation, all as though such application by
the Creditor had not been mads.

10, Ne Subrogation. Notwithstanding any payment made by the Guarantor under
this Guarantee or any setoff or application of funds of the Guarantor by the Creditor, the
Guarantor will have no right of subrogation to, and waives, 1o the fullest extent permitted by law,
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any right to enforce any remedy which the Creditor now has or may hereafter have against the
Debtor, untit all of the Obligations have been indefeasibly pald In full; and untif that time, the
Guarantor waives any benefit of, and any right to participate in, any security, whether real or
personal property, now or hereafter hsld by the Creditor for the Obligations,

. Assignment and Postponement. All present and future indebtedness and
liakility of the Debtor to the Guarantor is hereby assigned by the Guarantor to the Craditor and
postpened to the Obligations and ali moneys received by the Guarantor in respect thereof will
be received, in trust for and, uniess prior written authaorization from the Creditor to the contrary
will have been obiained by the Guarantor, will be pald over to the Creditor upon demand by the
Craditor, If the Credltor receives from the Guarantor a payment or payments In full or on
account of the [iabllity of the Guarantor hersunder, the Guarantor will not be entitled to claim
repayment against the Debfor until the Creditor's claims against the Debtor have been paid in
full. In case of liquidation, winding up or bankruptey of the Debtor (whether voluntary or
Involuntary} or if the Debtor will make a bulk sale of any of its assets within the bulk transfer
provisions of any applicable legislaticn or any composition with creditors or scheme of
arrangement, the Credifor will have the right to rank for its full claims and receive all dividends
or other payments In respect thereof in priority to the Guaranter until the claims of the Creditor
have been pald in full, and the Guarantor will continue liable hereunder for any balance which
may be owing to the Creditor by the Debtor. In the event of the valuation by the Creditor of any
of its security and/or the retention thereof by the Creditor, such valuation and/or retention will
not, as between the Creditor and the Guarantor, be considered as a purchase of such security,
or as payment or satisfaction or reduction of the Obligations or any part thereof. The foregoing
provisions of this Section 11 will not in any way fimit or fessen the liability of the Guarantor under
any other Section of this Guarantes,

12. Forelgn Currency Obligations. The Guarantor will make payment relative to
each Obligation in the currency (the "Original Currency™) in which the Debtor is required to
pay such Obligation. [f the Guarantor makes payment relative to any Obligation to the Creditor
in a currency (the "Other Currency™) cther than the Original Currency (whether voluntarily or
pursuant to an order or judgrment of a court or tribunal of any jurisdiction), such payment will
constitute a discharge of the Hability of the Guarantor hereunder in respect of such Obligaticn
only to the extent of the amount of the Original Currency which the Creditor Is able io purchase
at Toronto, Ontario with the amount it receives on the date of recelpt. If the amount of the
Original Currency which the Creditor is able to purchase is less than the amount of such
. currency originally due to it in respect to the relevant Obligation, the Guarantor will indemnify
and save the Crediter harmless from and against any [oss or damage arising as a result of such
deficlency. This indemnity wiil constitute an obligalion separate and independent from the ofher
obligations contained In this Guarantee, will give rise to a separate and independent cause of
action, will apply irrespective of any indulgence granted by the Creditor and will continue in full
force and effect notwithstanding any Judgment or order in respect of any amount due hereunder
or under any judgment or order. '

13, Taxes and Set-off by Guarantor. All payments to be made by the Guarantor
hereunder will be made without sef-off or counterclaim and without deduction for any taxes,
levies, dulies, fees, deductions, withholdings, resirictions or conditions of any nature
whatsoever. If at any time any applicable law, regulation or international agreement requires
the Guarantor to make any such deduction or withholding from any such payment, the sum due
from the Guarantor with respect to such payment will be Increased to the extent necessary to
ensure that, after the making of such deduction or withholding, the Creditor receives a net sum
equal to the sum which it would have recelived had no deduction or withholding been required.
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14. Payment of Expenses: Indemnification. The Guarantor will pay on damand,
and will indemnify and save the Creditor harmless from, any and all liabilities, costs and
expenses (including reasonable legal fees and expenses on a solicitor and own client basis and
any sales, goods and services or other similar taxes payable to any governmental authority with
respect to any such liabilities, costs and expenses) (a) Incurred by the Creditor in the
preparation, registration, administration or enforcement of this Guaraniee, (b) with respect to, or
resulting from, any fallure or delay by the Guarantor In performing or observing any of its
obligations under this Guarantee, or (c) incurred by the Creditor In performing or observing any
of the other covenanis of the Guarantor under this Guarantee,

18, Additional Security. This Guarantee Is In addition and without prejudice to any
security of any kind (including other guarantees) now or hereafter held-by the Crediter and any
other rights or remedies that the Creditor might have.

18. Set-off by Creditor, The Creditor may, o the fullest extent permitied by law,
sef-off and apply any and all deposfls at any time held by the Creditor and any other
indebtedness at any time owing by the Creditor to or for the credit or for the account of the
Guarantor against any and all of the Obligations of the Guarantor naw or hereafter existing
under this Guarantee even if (a) the Creditor has not made any demand hereunder, (b)
Obligations are contingent or unmatured, or {c) the Obligations are not in the same currency as
the offsetting deposits or indebtednass which may bs owing by the Craditor,

17. Corporate Changes. |f the Guarantor is a corporation, the Guarantor will not
engage in any fundamental corporate change including, without limitation, any amalgamation,
continuation, reorganization, arrangement, reduction in capital, lguidaticn, dissolution or
winding-up, without the Creditor's pricr written consent,

18. Release of Information. The Guarantor authorizes the Creditor to provide a

copy of this Guarantee and such other information as may be requested of the Creditor by

persons entitled thereto pursuant to any applicable legislation, and otherwise with the consent of
the Debtor.

19, Governing Law: Aftornment. This Guarantes will be governed by and
construed In accordance with the laws of the Province of Ontario. Without prejudice to the
- ghility of the Creditor to enforce this Guarantee In any other proper jurisdiction, the Guaranicr
frrevocably submits and attorns to the non-exclusive jurisdiction of the courts of such pravince.
To the extent permitted by applicable law, the Guarantor irrevocably waives any objection
(including any clalm of [nconvenient forum) that it may now or hereafter have to the venue of
any legal proceeding arising out of or relating to this Guarantee in the courts of such Province.

20. Successors and Assigns, This Guarantee will extend and enure to the benefit
of the Creditor and its successors and assigns and wlll be binding upon the Guarantor and its
successors. The Guarantor's obligations hersunder will not be assigned or delegated. The
Creditor may fror time fo time, and without notice to or the consent of the Guarantor, assign or
transfer all or any of the Obligations or any inierest therein; and, notwithstanding any such
assignment or transfer or any subsequent assignment or fransfer thereof, any such Obligation
or part thersof so transferred or assigned will remain an "Obligation” for the purposes of this
Guarantee and any Immediate and successive assignes or transferes of any Obligation or any
interest therein will, to the extent of the interest so assigned or transferred, be entitied to the
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benefit of, and the right to enforce, this Guarantee to the same extent as if such person were the
Creditor.

21, Time. Time Is of the essence with respect to this Guarantee and ths time for
performance of the obligations of the Guarantor under this Guarantee may be strictly enforced
by tha Creditor.

22, Severability. If any provision of this Guarantee is determined to be fHlegal,
unconsclonabls or unenforceable, all other terms and provisions hereof will nevertheless remain
effective and will be enforced to the fullest extent permitted by law.

23. Communication. Any communication required or parmitted to bes given under
this Guarantee will be in writing and will be effectively given if (i) deilvered personally, (li) sent by
prepald courier service or mall, or {fil) sent prepaid by facsimile transmission or other similar
means of electronic communication, In eash case lo the address or facsimile number of the
Guarantor or Creditor sat out In this Guarantee. Any commurnication so glven will be deemed to
have been given and fo have been received on the day of delivery if so delivered, or on the day
of facsimile transmission or sending by other means of recordad electronic communica’cron
provided that such day I3 a business day and the communication is so delivered or sent prior to
4:30 p.m, (local time at the piace of receipt). Otherwise, stuch communication will be deamed to
have been given and to have baen recelved on the following business day. Any communication
sant by mail will be deemed to have been given and to have been recelved on the fifth business
day following mailing, provided that no disruption of postal service is in effect. The Guarantor
and the Crediter may from fime to time change thelr respective addresses or facsimile numbers
for notice by giving notice to the other in accordance with the provisions of this Section.

24, Representations and Warranties, The Guarantor represents and warrants to
the Creditar, upon each of which representations and warranties the Credltor specifically relies,

as follows.

4 Litigation. Except as disclosed to the Credifor, there Is no ligation or
governmental proceeding pending or, to the best of its knowledge, threatened against the
Guarantor which, if adversely determined, would materially adversely affect the financlal
conditlon of the Guarantor

(2) Bu rdensome Provisions, ete. The Guarantar is not a party to any agreement or
instrument, or subject to any corporate restriction or any Judgment, order, writ, injunction,
decree, award, ruie or regulation, which materlally adversely affects or, to the best of its
knowledge, in the future is lkely to materially and adversely affect its abuty to lssue the
Guarantee or to perform fts obligations under this Guarantes,

(3) Co ntingent Liabllifies and Debt. The Guarantor has no contingent liabllities which
are not disclosedt on or referred to In the financlal statements most recently delivered to the
Creditor which weuld have a matetlal adverse effect onh lts business or prospedts.

4) Full Disclosure. Neither the financial statements most recently delivered 1o the
Creditor nor any wother written statement furnished by or on behalf of and at the direction of the
Guarantor to the Creditor in connection with the negotiation or consummation of the
transactions as contemplated hereby contain, as of the time such statements wers so furnished,
any untrue staterment of a materjal Tact or omitted as of such time, a material fact necessary to
make the statements contained therein not misleading, and all such statements, taken as a
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whole, together with this Guarantes, do not contain any untrue statement of a material fact or
omit a material fact necessary fo make the statements contalned hereln or therein not
misleading. '

(5) Material Adverse Chandge. Since the date of the most recent financial statements
delivered to the Creditor and except as otherwise disclosed to the Creditor in writing () there
- has been no material adverse changa in the financial condition of the Guarantor as shown on its
balance sheet as at that date; and (i) the business, operations, propertles, condition, financial or
otherwise, or prospects of the Guarantor have not, so far as the Guarantor can reasonably
foreses, been materially and adversely affected as a result of any act or event Including, without
limitation, fire, accident, sirlke, expropriation or act of any government in Canada or eisewhere,

(8} Consents. No consent, approval or authorization of, or declaration, ragistration,
filing or qualificaticn with, or giving of notice to, or taking of any other action, in respect of, any
Person, governmental authority or agency s required on the part of the Guarantor in connection
with the execution and detivery and enforcement of this Guarantes,

() Bue Execution, elc. This Guarantee has been duly executed and delivered by or
on behalf of the Guarantor and constitutes a valid and binding obligation of the Guarantor
enforceable in accordance with its terms, except as enfcrceablity may be limited by any
bankruptey, insolvency, reorganization, moratorium, or similar laws affecting the enforcement of
creditors' rights generally and by general principles of equity (regardiess of whether
enforcement is sought In a proceeding In equity or at law),

(8) No Default, etc, Neither the execution nor the delivery of this Guarantes, the
consummation of the transactions herein contemplated, nor compliance with the terms,
conditions and provisions hereof conflicts with or will conflict with, or results or will result In, any
breach of, or constitutes a default under any of the provisions of any agreemant or instrument fo
which the Guarantor is a party or by which the Guarantor, or any of its properly or assets are
bound or (except as contemplated by this Guarantee) results or will result in the creation or
imposition of any encumbrance upon any of the properties or assets of the Guarantor or results
ot will result In the contravention of any law or rule or regulation to which the Guarantor or its
property or assets are subject and as a consequence of which the ability of the Guarantor to
perform its obligations under this Guarantee is or would likely be adversely affected.

(8) Tax Returns. The Guarantor has filed all tax returns which are required {o be
flad and has pald all taxes which have become due as shown on such returns or any
assessmenis received by the Guarantor where failure 1o do so would have a material adverse
effect on the business, operations or financial condition of the Guarantor or its ability to perform
its obligations under this Guarantee, except such taxes (if any) as are being contested in good
faith by appropriate proceedings and for which a reserve reasonably satisfactory to the Creditor
is provided; and the Guarantor is nof aware of any proposed addificnal tax assessment against
it. '

25. Reporting Requlrements, The Guarantor shafl furish fo the Creditor;

{H promptly upon the Guarantor obtaining knowledge of any condition or
event which constitutes a default or an event of default under the credit
arrangements between the Debtor and the Crediter, a cerificate of the
Guarantor specifying the naiure and occurrence of such default or event
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of default and what action the Debtor or the Guarantor has taken or
proposes to take with respect thereto;

(i promptly upen the Guarantor obtaining knowledge of any material
iitigation pending or threatened against the Guarantor, & certificate of the
Guarantor specifying the particulars of such litigation and what action the
Guarantor has taken or proposes {o take with respect thereto;

{lii) promptly, such. other information conceming the Guarantor as the
Creditor may from time to time reasonably request.

26. Debtor’s Financial Condition. The Guaranter is fully aware of the financial
condition of the Debtor, :

27. interpretation. Unless otherwise expressly provided in this Guarantee, If any
maiter in this Guarantee Is subject to the consent or approval of the Creditor or is tc be
acosptable to the Creditor, such consent, approval or determination of acceptability will be In the
sole discretion of the Creditor. If any provision in this Guarantee refers to any action taken or to
be taken by the Guarantor, or which the Guarantor is prohibited from taking, such provision will
be interpreted to include any and all means, direct or indirect, of taking, or not taking, such
action, The division of this Guarantee Into sections and paragraphs, and the insertion of
headings, Is for convenience of reference only and will not affect the construction or
Interpretation of this Guarantee, Unless the context otherwise requires, words importing the
singular Include the piural and vice versa, and words importing gender include all genders,
When used in this Guarantes, the word "including” (or includss) means "inciuding {or includes)
without limitation™. Any reference in this Guarantee to a "Section” means the relevant Section of
this Guarantes. lf more than one person execUtes this Guarantee, thelr obligations under this
Guarantee are joint and several, Any referance in this Guarantee to a "person” wili be deemed
te include an individual, corporation, partnership, trust, unincorporated crganization, government
and the heirs, executors, administrators or other legal representatives of an individual. Any
reference to a "business day" will be deemed to include any day which is not & Saturday,
Sunday or a statutory holiday in the jurlsdiction referred to in the "Governing Law; Attornment"
Section of this Guarantes.

28. Copy of Guarantes. The Guaranior acknowledges recelipt of an executed copy
of this Guarantee,
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29, Conflict. Inthe event of a confiict in or between the provisions of this Guarantee
and the provisions of that certain offer between the Corporation and BCI dated as of the date
hereof (the "Loan Agreement”) then, notwithstanding anything contained in this Guarantes, the
provisions of the Loan Agreement will prevall and the provislons of this Guarantee wii be
deemed to be amended to the extent necessary to eliminate such conflict provided, however,
that the existence of a particular representation, warranty, covenant or ofher provision in this
Guarantse which is not contained in the Loan Agreement shall not be deemad to be a conflict or
inconsistency, and that particular representation, warranty, covenant or other provision shall

continue to apply.
Datedat ol this [77 dayof Oclols 2012,

LIQUIDBRANDS

By
Name: Csaba Reider
Title: President

| have authotlty to bind the Corporatlon.
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THIS IS EXHIBIT “E” TO
THE AFFIDAVIT OF NATASHA SHARPE
SWORN BEFORE ME THIS 14™
DAY OF APRIL, 2014

A Commissioner ete.

Douk287835001
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GENERAL SECURITY AGREEMENT

f
This General Security Agreement dated by [ . 2012 is made by Sun Pac
Foods Limited, a corporatlon incorporated under the laws of the Province of Ontario (the
"Borrower") to and in favour of Bridging Capitaj Inc., a corporation incorporated under the laws
of the Province of Ontario (the "Secured Party™.

WHEREAS the Secured Party has agreed to make certain credit facilifies available to
the Borrower pursuant to an offer letter dated as of the date hereof, between the Borrower and
the Secured Party (as the same may be amended, supplemented, extended, renewed reslated
or replacad from time to fime, the "Loan Agreement")!

NOW THEREFORE, in consideration of the foregoing promises and the sum of Ten
Dollars ($10,00) in lawful money of Canada now paid by the Secured Party to the Borrower and
other good and valuabie conslderation, the receiot and sufficiency of which are hereby
irrevocably acknowledged, the parties hereto agree as follows:

1. SECURITY INTEREST

(a)

Dos#1910157v2

For valuable consideration, the Borrower hereby grants, assigns, transfers,
mortgages and charges fo the Seoured Party, as and by way of a fixed and
specific mortgage and charge, and grants to the Secured Parly a securlty interest
in, all of the Barrower's present and after-acquired personal property including,
without limitation, all goods (Including Inventory and equipment), accounts,
chaticl paper, documents of title, instruments, intangibles, money, securities and
all other investment property now owned or hereafter acquired by or on bshaif of
the Borrower (and ali rights and interests now or hereafter held by or on behalf of
the Borrower with respect to any of the foregoing) and also Including, without
limitation: .

(D

(in

all accounts and book debts and generally all debts, dues, clalms, choses
in action and demands of every nature and kind howsoever arising or
secured, Inciuding, without limitation, letters of credit and advices of
credit, which are now due, owing ¢r accruing or growing due to or owned
by the Borrower or which may hereafter become due, owing or aceruing
or growing due o or owned by Borrower (collectively, "Debts”);

all deeds, documents, writings, papers, books of account and other books
retating to or being records of Debts, chattel paper or documents of title or
by which such are or may hereafter be secured, evidenced,
acknowledged or made payable; '

all contractual rights and insurance claims;

all patents, industrial designs, trade-marks, trade secrels and know-how
including without Hmitation confidential information, {rade-names,
goodwill, copyrights, software and all other forms of intellectual and
industrlal property, and any registrations and applications for registration
of any of the foregoing (collectively, "Intellectual Property") and
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including, without limitation, the Intellectual Property listed in Schedule
"A" attached herelo; and

) all proceeds of any of the foregoing,

(all of the property described in this paragraph (a) Is herein coliectively called the
- "Goliateral",

{b) The grants, asslgnments, transfers, mortgages, charges and security interests fo
and in favour of the Secured Party herein created are collectively called the
"Security Interest”,

(¢)  The Security Interest granted hereby shall not extend or apply to, and the
Collateral shall not include, the last day of the term of any lease or agreement
therefor; however, the Borrower will hold such last day in frust for the Secured
Party and upon the enforcement of the Security Interest the Borrower will assign
the same as directed by the Secured Party.

{d) The terms "accessions”, "accounts", "chattel paper”, "documents of title",
"equipment", "goods", "instruments”, "Intangibles”, "inventory", "Investment
property”, "money", “proceeds", and "securities” (including any singular or
plural varlation of any of the foregoing) whenever used hereln shall be interpreted
pursuant to the respective meanings given fo such words in the Personal
Property Securlty Act (Ontario), as amended from time to time (the "PPSA").

{e) The {erms "certificated security”, "entiflement holder", "entiflement order",
“financial asset", "issuer”, "limited lability company", "security", "security
certificate”, ‘“securitles account', "securify entitlement’, '"securitles
intermediary” and "uncertificated security” (inciuding any singular or plural
varlation of any of the foregolng) whenever used herein shall be interpreted
pursuant {o the respective meanings given to such words in the Securiffes
Transfer Act (Ontario), as amended from time to time (the "STA"); provided thaf,
whern used herein, the terms “certiflcated security" and "uncertificated security™
shall be undserstocd to mean a certificated security or uncertificated security, as
the case may bs, that is held directly by and registered In the name of or
endorsed to the Borrower and not a certificated security or unceriificated security
to which the Botrower has a security entitlerment,

) Any reference hersinafter to the "Cotlateral” shall, unless the context atherwlse
requires, be deemed a reference to the "Gollateral or any part'thereof".

{s)] All capltalized terms used herein and not otherwise defined shall have the same
meanings hereln as are ascribed to such ferms in the Loan Agreement,

2. INDEBTEDNESS SECURED

The Security Interest granted hereby secures payment and satisfaction of any and all
obiigations, Indebledness and llability of the Borrawer to the Secured Party pursuant to the Loan
Agreement (including interest thereon), present or future, direct or indirect, absolute or
contingent, matured or not, extended or renewed, and any ultimate unpaid balance thereof and
whether the samee Is from time fo time reduced and thereafier increased or entirely extinguished

Poci#i910167v2
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and thareafter Incurred again and whether the Borrower be bound alone or with another or
others and whether as principal or surety (hereinafter collectively called the "Indebtedness"). If
the Seourity Interest In the Collateral is not sufficient to satisfy all Indebtadness of the Borrowaer,
the Borrower acknowledges and agrees that the Borrower shall continue to be llable for any
Indebtedness remaining outstanding and the Secured Party shall be entitled to pursue full
payment thereof,

3. REPRESENTATIONS AND WARRANTIES OF THE BORROWER

The Borrower represents and warrants, and so long as this Securlty Agreement remains
in effect shall be deemed to contlnuously represent and warrant, that:

{a) the Collateral Is owned by the Borrower free and clear of any and all liens,
securlty interests, charges, leasehold interests or other encumbrances other than
encumbrances consented to In writing by the Secured Party and that the
Borrower's business operations, its records, and the Collateral are all located at
the locations specified In Schedule "B" attached hereto,

{b) each agreement, if any, that the Borrower may enter into with a securities
intermediary which governs dny securities account included [n the Collateral or to
which any Collateral that Is Investment property may be credited wiil either (i)
specify that the Province of Ontario is the security Intermediary's Jurisdiction for
the purposes of the PPSA and the STA or (li) is expressed to be governed by the
laws aof the Province of Ontario; and

(c) nene of the Collateral that Is an interest in a partnership or a limited llability

company.
M is deait in or traded on any securities exchange or In any securities
market;

(i) expressly provides by its terms that it is & "seourity” for the purposes of
the STA or any other similar provincial legislation; or

(i1 s held in a securities account,

except for any Collateral of which the Secured Parly or its nominee has "control®
within the meaning of Section 1(2) of the PPSA.

4. COVENANTS OF THE BORROWER

So long as this Security Agreement remains In effect, the Borrower covenants and
agrees:

{a) to defend the Collateral against the claims and demands of all other parties
claliming the same or an interest therein; not to sell, exchange, transfer, assign,
lsase, or otherwise dispose of the Coilateral or any Interest therein without the
prior writteni consent of the Secured Party; provided always that, until an Event of
Default, the Borrower may, in the ordinary course of the Borrower's business, sell
inventory;

Doc#1810157v2
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to notify the Secured Party promptly of:

()] any change In the information contained herein or in the Schedules
hereto relating to the Borrower, the Borrower's business or the Collateral
including without limitafion:

4)] any change In the name of the Borrower;

(2)  any change in tha place of business of the Borrower or, if the
Borrower has more than one place of business, In the chief
executlve office of the Borrower; and

(3)  any change In the location of the Collateral;

(i the Vehicle |denfification Number (as prescribed by the regulations made
under the PPSA for use In registrations under the PP8A), model year,
make and model of any motor vehicle {as such term is defined in the
regulations made under the PPSA) at any time Included in the Collateral
which is held as equipment, including in circumstances where the
Borrower ceased holding the same as Inventory and began holding the
same as equipment;

(i the details of any materal claims or materlal litigation afiecting the
Borrower or the Collateral; and

(v)  any materlal loss or material damage to the Collateral;

to keep the Collateral [n good order, condition and repair and not to use the
Collateral in violation of the provisions of this Security Agreement or any other
agreement relating to the Collateral or any polioy insuring the Collateral or any
applicable statute, law, by-law, rule, regulation or ordinance;

0 do, execute, acknowledge and deliver such financing statements and further
assignments, transfers, documents, acts, matters and things as may be
reasonably requested by the Secured Party of or with respect to the Collateral in
order to give effect to this Securlty Agreement and to pay all costs for searches
and filings in connection therewith; and, after the ccourrence of an Event of
Defauit under this Security Agreement, the Borrower hereby appoints the
Secured Party-or any officer or manager from-time to time of the Secured Party
the irrevocable attorney of the Borrower (with full power of substitution and
delegation) to sign alt documents and take such action as may be required to
give effect to this provision;

to pay all taxes, rates, levies, assessments and other charges of every nature
which may be lawfully levied, assessed or imposed against or in respect of the
Borrower or the Collateral as and when the same become due and payable;

to Insure the Collateral for such perlods, in such amounts, on such terms and
agalinst Joss or damage by fire and such other risks as the Secured Party shall
reasonably require with loss payable, inter alia, to the Secured Party and the
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Borrower, as insureds, as their respective interests may appear, and to pay all
premiums therefore; .

(=) to carry on and conduct the business of the Borrower in an efficient manner and
s0 as to protect and preserve the Collateral and to keep, In accordance with
generally accepted accounting principles, consistently applied, proper books of
account for the Borrower's business as well as accurate and complete records
conceming the Collateral, and mark any and all such records and the Collateral
at the Secured Parly's request so as fo Indicate the Security Interest and to
deliver to the Secured Parly from time to time promptly upon request;

(i) copies of any documents of title, instruments, chattel paper, securities
and any other investment property constituting, representing or relating to
the Collateral

(i) alt financlal statemenis prepared by or for the Borrowser regarding the
Borrower's business;

(iify  all policies and certificates of insurance refating to the Collateral; and

(ivy  such information doncernlng the Coliateral, the Borrower and the
Borrower's business and affairs as the Secured Party may reasonably
request; and

{h) - to notify the Secured Party prior to initiating any Insclvency proceeding, the effect
of which would be to stay the Secured Party from enforcing security interests
created by this Agreement, under the Bankrupfcy and Insolvency Act {Canada),
Companies' Creditors Arangement Act (Ganada) or otherwise.

5. COVENANTS OF THE BORROWER - INVESTMENT PROPERTY

{2) To enable the Secured Party fo betler perfect and protect its security interest in
the Invesiment property included in the Collateral, promptly upon request from
time to time by the Secured Parly, acting reasonably, the Borrower shall:

0 deliver (or cause to be delivered) to the Secured Party, endorsed to the
Secured Party or such nominee as it may direct and/or accompanied by
such instruments of assignment and fransfer in such form and substance
as the Secured Party may reasonably request,

(A) any and all certificated securitles included in or relating to
the Collateral; and

(B)  any instruments, letters of credit, documents of title and
chattel paper included in or relafing to the Collateral;

{iiy direct the issuer of any and all certificated securities included in or relating
to the Collateral as the Secured Party may specify in its request to
register the applicable security certificatas in the name of the Sesured
Party or such hominee as it may direct;
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()  direct the Issuer of any and all uncertificated securities included In or
relating to the Collateral as the Secured Party may specify In its requsst
o register the Secured Parly or such nominee as it may direct as the
registered owner of such uncerificated securities; and

(v) direct the securities intermedlary for any securlty entitlements ar
securities accounts Included in or relating to the Collateral as the Secured
Party may specify in its request to transfer any or all of the financial
assets to which such security entiflements or securltles accounts relate to
such securitias account or securlties accounts as the Secured Party may
specify such that the Secured Party shall become the enfitlement holder
with respect to such financial assetfs or the Psrson entitled to exercise all
fights with raspect to such seourltles account.

Promptly upon request from time to time by the Secured Party, acting
reasonably, the Borrower shall give its consent in writing to:

® the entering into by any issuer of any uncertificated securities included in
or relating to the Collateral as the Secured Party may specify in its
request of a Control Agreement (as heteinafter defined) with the Secured
Party In respact of such uncertificated securities, which consent may be
incorporated into an agreement to which such issuer, the Secured Party
and the Borrower are partles; and

(H the entering into by any securities intermediary for any securities
accounts or security entitlements included In or relating to the Collateral
as the Secured Parly may specify in its request, of a Control Agreement
with the Agent [n respect of such securities accounts or securifles
entitlement, which consent may be incorporated into an agreement fo
which such sacurities intermediary, the Secured Party and the Borrower
are parties.

The Borrower covenants that it will not consent to, and represents and warrants
to the Secured Panty that it has not heretofore consented {o:

(M the entering into by any issuer of any uncertificated securities included in
or relating to the Collateral of a Control Agreement that remains in effect
at the date hereof in respect of such uncertificated securities with any
person other than the Secured Party. or such nominee cr agent as it may
direct; or

(y  the entering Into by any securifies intermediary for any securifies
accounts or security entitements included In or relating to the Collateral
of & Control Agreement that remains In sffect at the date hereof with
respact to such secwities accounts or security entitlements with any
Person other than the Secured Party or such nominee or agent as it may
direct.

The Borrower shall not enter into any agreement with any securities intermediary
thal governs any securities account included in or relating to any Collateral that
specifies any such securitles intermediary’s jurisdiction to be a jurisdiction other
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than the Province of Ontario for the purposes of the STA or which is governed by
the laws of a jurisdiction other than the Province of Ontario or consent to any
amendment to any such agreement that would change such securitios
Intermediary’s Jurisdiction to a jurisdiction other than the Province of Ontario for
the purposes of the STA or its governing law to a jurlsdlction other than the
Province of Ontario unless It has given the Secured Party at least forty-five (45)
days notice of any such agreement or amendment.

(e) In the event that the Borrower hereafter acquires an interest in any partnership or
limited liability company, it will use its best efforts to cause such partnership or
limited liability company to deciare, pursuant to its constating documents, such
interests to be "securities" for the purposes of the STA,

(H For the purposes of this Agreement, the ferm "Control Agreament” means:

0] with respect to any uncertificated securities included In the Collateral, any
agreement between the Issuer of such uncertificated securities and
another Person whereby such issuer agrees fo comply with instructions
that are originated by such Person in respect of such uncertificated
securities, without the further consent of the Borrower; and

(i) with respect o any securities accounts or security entiflements included
in the Collateral, an agreement between the securities Intermediary in
respect of stich securities accounts or security entittements and another
Person to comply with any entitlement orders with respect to such
securities accounts or security entitlements that are originated by such
Person, without the further consent of the Borrower. : :

6. . RIGHTS OF THE SECURED PARTY — INVESTMENT PROPERTY

(a) The Secured Party shall have the right to have any uncertificated securities or
certificated securities included In the Collateral registered in its name or in the
name of ils nominee; and for such purpose, the Borrower shall comply with
Section 5{a} or 5(b) hersof, as applicable, upon the request of the Secured Party,

{b) The Secured Party shall have the right to become or have its nominee become
the entifement holder with respect to any security entilements or investment
property included in the Collateral; and for such purpose the Borrower shall
comply with Section 5(a) hereof upon the request of the Secured Party.

{¢) As the reglstered holder of any unceriificated securities or certificated securities
or the entitiement helder with respect to any investmant property included in the
Collateral, the Secured Party shall be entitled but net bound by or required fo
exercise any of the rights that any holder of such securities or such entitlement
holder may at any time have. The Secured Party will not be responsible for any
loss occasioned by its exercise of any such righis or by lis failure to exercise the
same within the time limited for the exercise thereof.

Doc#{810167v2



Motion for Leave to Appeal Page 515

7. VERIFICATION OF COLLATERAL

The Secured Party shall have the right at any time, and from time to time, to verify the
existence and state of the Collateral In any manner the Secured Party may consider appropriate
and the Borrower agrees fo furnish all assistance and information and to perform all such acts
as the Secured Party may requast In connection therewith and for such purpose to grant to the
Secured Party or its agents access to all places where the Collateral may be located and to all
premises occupied by the Borrower.

8, COLLECTION OF ACCOUNTS

After the occutrence of an Event of Default of the Borrower under this Security
Agreement, the Secured Party may notify all or any account debtors of the Security Interest and
may also direct such account debtors to make all payments on accounts, chattel paper and
Instruments forming part of the Collateral directly to the Secured Parly. The Borrower
acknowledges that any payments on accounts, chattel paper and instruments forming part of
tha Collateral or other proceeds of the Collateral received by the Borrower.from account debtors
or other parties, whether before or aiter notification of the Security Interest to account debtors
and whether before or after the occurrence of an Event of Default under this Security
Agreement, shall be received and held by the Bomrower In trust for the Secured Party and shall
be turhed over to the Secured Party forthwith upon request by the Secured Party.

8. DISPOSITION OF AMOUNTS

-Subject to any applicable requirements of the PPSA and to the rights of the Secured
Party or any Recelver {as hereinafter defined) under this Security Agreement or the PPSA or
other provisions of law to make deductions In respect of costs, charges and expenses or to
apply costs, charges and expenses as a first or prior charge on the proceeds of reafization,
collection or disposition of the Gollateral, all amounts collected or recelved by the Secured Party
or any Receiver pursuant to or in exercise of any right it possesses with respect to the Collateral
shall be applied on account of the Indebtedness in such manner as the Secured Party, In its
sole discretion, deems best or, at the option of the Secured Party, may be held unapproptiated
in a collateral account or raleased to the Borrower, all without prejudice to the liability of the
Borrower or the rights of the Secured Party or any Recelver hereundert, and any surplus shall be
accounted for as required by law.

10. EVENTS.OF DEFAULT

The Borrower shall-be In-default under-this- Security- Agreement- upon  the ocourrence- of

an Event of Default under the Loan Agreement.
11.  ACCELERATION

Upon the occurrence of an Event of Default under this Security Agreement or at any time
thersafter, the Secured Party, in its sole discretlon, may declare all or any part of the
Indebtedness which is net by its terms payable on demand to be immediately due and payable,
without demand or notice of any kind. The provisions of this Security Agreement are not
intended in a&ny way to and shall not affect any rights of the Secured Party with respect to any
indebtedness which may now or hereafter be payable on demand.
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12, REMEDIES

(a)

(o)

(c)

(d)

Doc#i510157v2

Upon the ocourrence of an Event of Default under this Security Agreement or at
any time thereafter and in accordance with applicable law, the Secured Party
may appoint or reappoint by instrument In writing, any person or persons,
whether an cfficer or cfficers or an employee or employees of the Secured Party
or rot, to be a receiver or receivers {hereinafter calied a "Receiver", which term
when used herein shall include a receiver and manager) of the Collateral
(including any Interest, incoime or profits therefrom) and may remove any
Recelver so appoinied and appoint another in his stead. Any such Receiver
shall, so far as concerns responsibility for his acts, be deemed the agent of the
Borrower and not the Secured Party, and the Secured Party shall not be in any
way responsible for any misconduct, negligence, or nonfeasance on the part of
any such Receiver, his servants, agents or employees. The Secured Party may
from time to time fix the Receiver's remuneration. Subject to the provisions of the
instrument appointing him, any such Recelver shall have power to take
possession of the Collaleral, to preserve the Collateral or its value, to carry on or
concur in carrying on all or any part of the business of the Borrower and to sell,
lease or otherwise dispose of or concur in selling, leasing or otherwise disposing
of the Collateral (in its existing condition or after any repair, processing or
preparation for disposition) in such manner, at such time or fimes and place or
places, for such consideration and upon such terms and conditions as to the
Recelver may seem reasonable including terms for deferred payment. Ta
facilitate the foregoing powers, any such Recelver may, fo the excluslon of all
others, Including the Borrower, enter, use and occupy all premises owned or
occupied by the Borrower wherein the Collateral may be situate, malntain
Cofateral upon such premises, borrow money on a secured or unsecured basis
and use the Coflateral directly in carrying on the Borrower's business or as
sacurity for lcans or advances or other credit to enable him to carry on the
Borrower's business or otherwise, as such Receiver shall, in his discration,
determine. Except as may be otherwise directed by the Secured Party, all
amounts received from time to time by such Receiver in carrying out his
appointment shall be received in trust for and paid over to the Secured Farty.
Every such Recelver may, in the discretion of the Secured Parly, be vested with
all or any of the rights and powers of the Secured Party,

Upon an Event of Default under this Security Agreement or at any time
thereafter, the Secured Party may make application to a court of competent
jurisdiction for the appointment of a Recelver.

Upon an Event of Default under this Security Agreement or at any time
thereafler, the Secured Party may, either directly or through its agents or
nominees, exercise any or all of the powers and rights which could he available
to 2 Receiver appointed pursuant o the foregoing subclause (a).

Upon an Event of Default under this Security Agreement or at anytime thereatfter,
thes Secured Party may take possession of, collect, demand, sue on, enforce,
reccover and receive the Collateral and give valid and binding receipts and
discharges therefor and in respect thereof and, upon default or at any time



(e)

Y

{9)

(h)

(i)

Do a10157ve

Motion for Leave to Appeal Page 517

-10-

thereafter, the Secured Party may sell, lease or otherwlse dispose of the
Collateral {in lts existing condition or after any repair, processing, or preparation
for disposition) in such manner, at such t'me or times and piace or places, for
sutch consideration and upon such terms and conditions as to the Secured Party
may seem reascnable including terms for deferred payment. -

I addition {0 those rights granted herein and In any other agresment now or
hereafter n effect between the Borrower and the Secured Party and in addition to
any other rights the Secured Party or any Recelver may have at law or in squity,
the Secured Party shall have, both befora and after default, all rights and
remedies of a secured party under the PPSA and the Recelver shall have all
rights and remedies of a secured party under and to the extent provided in the
PPSA. Provided always that, the Secured Party or any Receiver shall not be
liable or accountable for any failure to exercise its remedies, take possession of,
collect, enforee, realize, sell, lease, or otherwise dispose of the Collateral or to
institute any. proceedings for such purposes. Furthermore, neither the Secured
Party nor any Receliver shall have any obligation 1o take any steps o preserve
rights against other partles to any security, instrument or chattel paper whether
the Collateral or proceeds and whether or not in the Secured Party's or
Receiver's possession and shall not be liable or accountable for faliure to do so.

The Borrower acknowledges that the Secured Party or any Receiver may take
possession of the Collateral wherever it may be located and by any method
permitted by law and the Borrower agrees, upon request from the Secured Party
or any such Receiver, to assemble and deliver possesslon of the Collateral at
suich place or places as directed.

The Borrower agrees to pay all costs, charges and expenses reasonably incurred
by the Secured Party or any Receiver, whether directly or for services rendered
(including reasonable solicitor's and audltar's costs and other legal expenses and
Receiver remuneration but not including any internal costs of the Secured Party),
in operating any accounts of the Borrower with the Secured Party, in discharging
or satisfying any encumbrances, borrowings, taxes and other outgoings affecting
the Collateral, in keeping In good standing any encumbrances on the Collateral
rarking in priority to the Seourity Interest created by this Security Agreement, in
preparing or enforcing this Security Agreement, in taking custody of, holding,
preserving, repairing, processing, preparing for sale, lease or other disposition
and selling, leasing or otherwise disposing of the Collateral, in carrying on the
business of the Borrower and in enforcing or collecting the Indebtedness; and
thee Borrower further agrees that all such costs, charges and expenses, together
with any amounts owing as a result of any borrowing by the Secured Party or any
Recalver, as permitted hereby, shall be a first and prior charge on the proceeds
of realization, collection or disposition of the Collateral and shall be secured
heraby,

The Secured Party will give the Borrower such notice or notices, if any, with
respect to the disposition of the Collateral as may be required by the PPSA.

Tha Receiver and the Secured Party shall have power to make any sale, lease or
otier disposition of the Collateral as contemplated above in the name and on
heshalf of the Borrower or otherwise and the Recelver or any officer or manager
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from time to time of the Secured Party is hereby appointed the irrevocable
attorney of the Borrower (with full powers of substitution and delegation) for the
purpose of making any such sale, lease or other disposition and of executing
agreements or documents and taking such action required to complete the sams,

) All remedies of the Secured Party at law and hersunder shall be cumulative and
not in the alternative.

13. MISCELLANEOUS

{(a} The Borrower hereby authorizes the Secured Parly to file such financing
statements and other documents and do such acts, matters and things from time
to time (including, without limitation, completing and adding or supplementing
schedules hereto) as the Secured Party may deem appropriate to perfect and
continue the Security Interest, to protect and preserve the Collateral and to
realize upon the Security interest and the Borrower hersby irrevocably
constitutes and appoints any officer or manager fram time to time of the Secured
Party the true and lawiu! attorney of the Borrower, with full power of substitution
and delegation, to do any of the foregoing in the name of the Borrower whenever
and wherever it may be deemed necessary of expedient.

{b) Without limiting any other right of the Secured Party, whenever the Indsbisdness
Is immediately due and payable or the Secured Parly has the right to declare the
Indebtedness to be immediately due and payable (whether or not It has so
declared), the Secured Party may, in its sole discretion, set off against
indebtedness any and all amounts then owed to the Borrower by the Secured
Party in any capacity, whether or not due, and the Secured Party shall be
desmed to have exercised such right to set off immediately af the time of making
its decision to do so even though any charge therafor is made or enlered on the
Secured Party's records subsequent thereto.

{c) Upon the Borrower's fallure fo perform any of its obligatlons hereunder, the
Secured Party may, but shall not be obligated to, perform any or all of such
obligations, and the Borrower shall pay to the Secured Party, forthwith upon
written demand therefor, an amount equal to the expense incurred by the
Secured Party in so doing plus interest thereon from the date such expense is
incurred until # is paid at the rate set out in the Loan Agreement, without
duplication, which amount and interest thereon shall be included in the
Indebtedness secured hereby.

{d} The Secured Party may grant extensions of time and other indulgences, take and
give up security, accept compositions, compound, compromises, settle, grant
releases and discharges and otherwise deal with the Borrower, debtors of the
Borrower, suretles and others and with the Coltateral and other security as the
Secured Party may see fit without prejudice to the liability of the Borrowsr or the
Secured Party's right to hold and realize the Security Interest. Furthermore, the
Secured Parly may demand, collect and sue on the Collateral in either the
Borower's or the Secured Parly's name, at the Secured Party's option, and may
endorse the Borrower's name on any and all cheques, commercial paper, and
any other instruments pertaining to or constituting the Collateral.

Deoci1810187v2
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{e) No delay or omission by the Secured Party in exercising any right or remedy
hereunder or with respect to any Indebiedness shall operate as a waiver thereof
or of any other right or remedy, and no single or partial exercise thereof shall
preclude any other or further exerclse thersof or the exercise of any other right or
remedy. Furthermore, the Secured Party may remedy any default by the
Borrower hereunder or with respect to anhy Indebtedness in any reasonable
rmanner without walving the default remedied and without walving any other prior
or subsequent default by the Borrower. No remedy herein conferred upon or
reserved to the Secured Party is intended to be exclusive of any other remedy,
but each and every such remedy shall be cumulative and shall be in addifion to
every other right and remedy givenh hereunder of now existing or hereafter to
exist at law, In equily or by statute or pursuant to any other agreement or
instrument between the Borrower and the Secured Party that may be in effect
from time to time.

] The Borrower waives protest of any Instrument constitufing Collateral af any time
held by the Secured-Party on which the Borrower Is in any way liable and notice
of any other action taken by the Secured Party,

(o In any action brought by an assignee of any interest of the Secured Parly in this
Security Agreement and the Security Interest or any part thereof to enforce any
rights hereunder, the Borrower shall not assert against the assignee any set-off,
clalm or defence which the Borrower now has or hereafter may have agalnst the
Secured Party.

(h) Except for any supplements or other scheduiles which may be added herefo
pursuant to the provisions hereof, no modification, variation or amendment of any
provision of this Security Agreement shall be made except by z written
Agreement executed by the parties hereto and ne waiver of any provision hereof
sh all be effective uniess in writing.

0] Whenever either party hersto is required or enfitled to notify or direct the other or
to make a demand or request upon the other, such nofice, direction, demand or
request shall be in writing and shall be sufficiently given if delivered to the party
for whom it is intended at the principal address of such party set forth below or as
changed pursuant hereto or If sent by prepald registered mail addressed fo the
party for whom it is intended at the princlpal address of such party set forth below
or as changed pursuant hereto:

0] [f to the Secured Party:
g5 Wellington Street West
Suite 918
Toronto, Ontario
M8J 2ZN7
Fax: (416) 633-4859
Atteniion: Brian Champ

{n [fto the Borrower:

Doc#1810167v2
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10 Sun Pag Blvd,
Brampton, Ontario
L6S 4R5

Fax: (905) 792-8480
Attention: Csaba Reider

Any nofice diven by registered mail shall be deemed to have been recelved by
the party to whom the same is addressed on the fith (") Business Day (as
hareinafter defined) following the date upon which such notice sent by registered
mail has been deposited with the appropriate post office, postage and cost of
registration prepaid; provided that any of the parties herstc may change the
addressee desighated fo it from timea to time by nofice in writlng to the other
parties. In the event of an interruption in postal service, any notice shall be made
by personal service or facsimile. Any nofice given by personal service or .
facsimile shall be deemed to have been received by the party to whom it so
delivered on the actual date of delivery or confirmation of facsimile receipt, For
the purposes of this Securlty Agreement, "Business Day" means any day other
than a Saturday or Sunday or any other day on which banks are closed for
business In Toronto, Ontario.

0 This Securlty Agresment and the Securlty Interest created hereby are in addition
to and not In substituticn for any other security now or hereafter held by the
Secured Party and is, and Is intended to be a continulng Security Agreement and
Security Interest,

(k) This Security Agreement shall not merge In any subsequent security or be taken

to be a substitute for any security of any nature whatsoever held by the Secured

-~ Party from the Borrower. It Is further agreed that the taking of this Security

Agreament shall not operate as a merager of the remedies of the Secured Party

for payment, satisfaction or performance of the Indebtedness or of the remedies

of the Secured Party under any other agreement and notwithstanding this

Securlty Agreement and anything herein contained the sald remedies shall

remaln available and be capable of enforcement against the Barrower .and all

other persons liable in respect thereof in the same manner and to the same
extent as if this Security Agreement had not been made.

n The headings used in this Security Agreement are for cenvenience only and are
not to be considered as part of this Security Agreement and do not in any way
limit or amplify the terms and provisions of this Security Agreement.

(m)  When the confext so requires, the singular number shall be read as If the plural
were expressed and vice versa and any reference to gender shail include the
masculing, feminine, and neuter gender,

{n} In the event any provisions of this Security Agreement, as amended from time to
time, shall be deemed invalid or veld, in whole or in part, by any Court of
co mpetent jurisdiction, the remalning terms and provisions of this Security
Agreement shall remain in full force and effect,

Doe#1910157v2
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Nothing herein contained shali In any way obligate the Secured Party to grant,
continue, renew, extend time for payment of ar accept anything which constltutes
or would constitute Indebtedness or to make any advance to or to provide any
credit accommodation for the Borrower,

The Securlty Interest created hersby is intendad to attach (j) to existing Collateral
when this Security Agreement is signed by the Borrower and delivered to the
Secured Party, and (i} to Collateral subsequently acauired by the Borrower

" immediately upon the Borrower acquiring any rights In such Collateral. The

Borrower and the Secured Party do not intend to postpone the attachment of any
Security Interest created by this Security Agreement.

This Security Agreement and the transactions evidenced hereby shall be
governed by and consirued In accordance with the laws of the Province cof
Ontario and the laws of Canada applicable therein as the same may from time fo
fime be In effect, including, where applicable, the PPSA. The Borrower and the
Secured Party [rrevocably consent and submit to the non-exciusive jurisdiction of
the Ontario Superior Court of Justice and waive any objection based on venue or
forum non conveniens with respact to any action instituted therein arlsing under
this Security Agreemeant or in any way connecied with or related or incldental to
the dealings of the partles hereto In respect of this Security Agresment or the
{ransactions related hereto, in each case whether now existing or hereafter
arising, and whether in contract, tord, equity or otherwise, and agree that any
dispute with respect to any such matters shall be heard only in the couris
described above (except that the Secured Party shall have the right to bring or
respond to any action or preceeding againstthe Borrower orits respective
property in the courts of any other jurisdiction which the Secured Party deems
necessary or appropriate in order to realize on the Collateral or to otherwise
enforce Its rights against the Borrower or its respective property).

Tirne shall be of tha essence of this Sectrity Agresment.

This Security Agreement shall enure to the benefit of and be binding upon the
Secured Party and the Borrower and their respective successors and assigns;
provided the Borrower will not assign this Securlty Agreement without the
Sacured Party's pricr written consent.

Notwithstanding anything herein to the contrary, to the extent that the provisions
of the PPSA impose obligaticris upon or restrict the rights or remed|es herein
contained operating in favour of the Secured Party, and which have been walved
or varied by the Borrower herein, whether expressly or by implication, but which
are by the provisions of the PPSA incapable of walver or variance by the
Bomrower, the provisions of the PPSA shall govern and the affacted provisions
herreof shall be deemad to be amended {o the extent necessary to give effect to
the said provisions of the PPSA without in any way affecting any other provision
or provisions herein,

The Borrower hereby acknowledges receipt of a copy of this Security Agreement.

This Security Agreemant may be executed in any number of counterparts and by
different parties in separate counterparts, each of which when so executed shall
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be deemed by be an original and all of which taken together shall constitute one
and the same agreement. Delivery by facsimile or by electronic transmission in
portable document format {(PDF) of an executed counterpart of this Seourity
Agreement is as effective as delivery of an originally executed counterpart of this
Security Agreement.

(w)  The Borrower hereby authorizes the Secured Party to file such financing -
statements and other documents and de such other acts, matlers and things
from time to time as the Secured Party may deem appropriate, in ifs sole
discretion, to perfect and continue any security interest granted hereunder, and
the Borrower hereby frrevocably constitutes and appeints any officer or manager
from time to time of the Secursd Party the true and lawful attorney of the
Borrower, with full power of substitution and delegation, to do any of the
foregoing in the name of the Borrower whenever and wherever it may be deemed
necessary or expedient by the Secured Parly, In Hs sole discretion, The
Borrower hereby walves its right under the PPSA to recelve a printed copy of any
financing statement or financing change statement relating to this Security
Agreement or any verification statement or other statement used by the Registrar
(as defined In the PPSA) to confirm the registration of any such financing
statement or financing change statement.

) The parties hereby affirm and acknowledge that if there exists any inconsistency

between the provisions of this Security Agreement and the provisions of the Loan
Agresment, the provislons of the Loan Agreement shall, io the extent of such

inconsistency, prevail,

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF the Borrower has sxecuted this Security Agreement as of the
date first above written,

SUN PAC FOODS LIWTED
Per:

Name: Csaba Reider
Title:  Presldent

| have authorlty to bind the Corporation.

Doc#1910157v2



Motion for Leave to Appeal Page 524

-17 -

SCHEDULE "A"

INTELLECTUAL PROPERTY
TRADEMARKS
Trademarks ~ Canadian Trademark No. Registered Renewal Date
Owner
Purrr TMAZB0,548 Sun Pac June 17, 2013
Purrr the Connoisseur Cat food TMAZ2886,654 Sun Pac January 8, 2014
& Design
Plat du goumet TMAZ288,327 Bun Pac February 24,
2014
Gourmet Platter TMA284,078 Sun Pas August 17, 2014
DERBY TMA122,872 Sun Pac July 14, 2021
VITAL TMA302,277 Sun Pac April, 26, 2015
BEEF EATER TMA352,365 Sun Pac February 24,
2019
Sun Pac TMA227.875 Sun Pac May 19, 2023
Sun Pac & Design TMA310,389 Sun Pac January 10, 2018
Sun Pac¢ Just Juice & Design TMA329,434 Sun Pac July 3, 2017
. Sun Crop TMA259,180 Sun Pac May 22, 2026
Moisson du solzil TMA260,082 Sun Pac July 17, 2026
Fruit Rhapsody TMA4G2 505 Sun Pac April, 7 2013
Ful-O-~Fruit TMA488,241 Ful-Q-Fruit Inc. November 25,
2012
AQUALINN TMAS48,639 Sun Pac July 25, 2016
Flesta TMA311,368 McDowell February 14,
2016
Magic M oments TMA315,005 McDowell June 6, 2016
Stuffin' Mix Design TMA274,338 McDowell November 26,
2012
Party Animal TMA270Q,620 McDowell July 13, 2020
Snack Attack TMA398,635 McDowell May 28, 2022
SAICO TMA127,198 MeDowell July 13, 2022
Featherweight TMA185,248 MeDowell November 2,
2018

Trademarks ~ U.S.

Registration Number

Renewal Date

Sun Pac 1,359,405 September 10, 2015
*Sun Pac logo (new) 1,432,099 March 10, 2017
Fruit Rhapsody 2,155 384 May 5, 2018

Doc#i910157v2
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SCHEDULE "B"
BORROWER'S LOCATIONS

1, Location of Borrewer's Place of Business;
10 Sun Pac Boulevard, Brampton, Ontarlo, L8S 4R5

2‘. Locations of Regords relating to Coljateral (if different from 1 above):

3. Locations of Collateral (if different from 1 above):

Poc#1910157v2






Motion for Leave to Appeal Page 526

THIS IS EXHIBIT “F* TO
THE AFFIDAVIT OF NATASHA SHARPE
SWORN BEFORE ME THIS 1§™
DAY OF APRIL, 2014

A Commissioner eéte.

Doc#2d78500v1,
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5000 YONGE STREET, 10TH FLOOR, TOROMTO, CANADA M2N TES
W, cheitons.com

REPLY TO: SAM RAPPOS
FILE NO,; 48358

DIRECT: 416-218-1137
FAX: 4162181837
EMAIL: satir@ichoiions.com

September 5, 2013
VIA REGISTERED MAIL AND FACSIMILE (905) 792-8490

Sun Pac Foods Limited
10 Sun Pac Blvd,
Brampton, ON L6&S 4R35

Altention; Csaba Reider, President

Re:  Indebtedness of Sun Pae Foods Limited (the “Borrower™) fo Bridging Capital Inc.,
as assigned to 8527504 Canada Ine. (the “Lender”)

Dear Mr. Reider,

We act as solicitors for the Lender. According to our cliemt’s records the Borrower is
indebted o the Lender pursuant to an Amended and Restated Letter Agreement accepted by
the Borrower on January 18, 2013, an Amended and Restated Facility A Demand Grid
Promissory Note dated January 18, 2013, and a Facility B Demand Grid Promissary Note
dated January 18, 2013 (collectively, the “Loan Documents™), The aggregate ouistanding
balance owing under the Loan Documents as at the close of business on Septetnber 4, 2013
iz $3,950,039.57 for principal, interest and fees, phus costs, the particulars of which are as

follows:
Facility A Loan — Principal $2,009,580.23
Faeility A Loan — Acorued Inierest $3,756,58
Facility B Loan — Prineipal £1,932,524.00
Facility B Loan — Accruad Interest $3,812.10
Pro-rated monthiy monitoring fee 3266.67
TOTAL: $3,950,039,57

Additional intesest accrues at the defanit rate of 21% per ammum from September 5, 2013
until the date o €actual payment.

The indebtedness is payable on demand and is secursd by, infer aflg, a General Security
Agreement dated Qetober 1, 20132,

We are advised by our client that the Borrower is in default of the terms of the Loan
Documents giwen that (i) the Borrower is unable to pay its debts as such debts become due;
(ii) in the reamoable ophton of the Lender, there is a Material Adverse Change in the

Doci2725000v1
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financial condition, ownership or operation of the Borrower; and (iii} the Borrower hes
breached iis reporting covenants under the Loan Documents,

The Lender hereby declaves the entire smownt of the indebiedness of the Borrower to the
Lender wnder the Loan Documents to be immediately due and payable. Unless the total
amount owing as aforesaid together with additional interest accrued and fees and legal costs
actvally {ncurred to the date of payment or satlsfactory amangements therefor are made
forthwith, the Lender shall take such steps ag it deems neccessary or advisable to recover
payment of the Borrower’s indebtedness in full, without further demand upon or notice o
the Botrower, Such steps may include enforcement of its security.

Enclosed please find the Lender’s Notice of Intention to Enforce Security, which is served
upon the Borrower pursuant to section 244(1) of the Baniruptey and Insolvency Act

(Canada).

Govern yourself accordingly.

Yours truly,
CHAITONS LLP

e

Sam Rappos
LAWYER

Enclosure

Ce:  Bridging Capital Inc, (via e-mail)

DecH2726000vi
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NOTICE OF INTENTION TO ENFORCE A SECURITY
(given pursuant to section 244 of the Bankruptcy and Insolvency Acl)

To!  Sun PacFoods Limited, an insolvent person

Take notice that;
1. 8527504 CANADA. INC,, a secured creditor, intends to enforce its security on ail of the
present and after-acquired personal property of Sun Pac Foods Limited.

2, The security that is to be enforced includes a General Security Agreement dated October 1,
2012 (cotlectively, the “Security™).

3 The total amount of indebtedness secured by the Security as at the close of business on
September 4, 2013 is $3,950,039.57 inclusive of principal, interest and fees, plus costs,

4, The secured creditor will not have the right to enforce the Securlty until after the expiry of
the 10-day period following the sending of this notice, unless the insolvent person consents
to an earlier enforcement.

DATED at Toronto, this 5™ day of September, 2013,

8527504 CANADA INC,,
by its 301;',@@1‘5 Chaitons LLP

Per:

SAM RAFPOS

Qoc#2726004v1
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THIS IS EXHIBIT “G” TO
THE AFFIDAVIT OF NATASHA SHARPE
SWORN BEFORE MI THIS 1™

DAY OF APRIL, 2014

A Commissioner ¢te,

Docfzay 6390w
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FORBEARANCE AND AMENDING AGREEMENT

THIS AGREEMENT is made as of the 11" day of September, 2013,

BETWEEN:

8527504 CANADA INC,
a corporation governed by the laws of Canada

T (#8527

-and-

SUN PAC FOODS LIMITED
a corporation govemed by the laws of the Province of Ontario

(*Sun Pac™)
«and-

LIQUIRRANDS INC,
a corporation governed by the laws of the Province of Ontario

{(*Liguibrands®)

RECITALS:

A, Bridging Capital Ine, (“BCI”) made demand credit facllitics available to Suan Pac
pursuant to an amended and restated letter agreement accepied by Sun Pac and
Liguibrands (collectively, the “Obligors™} on Jamary 18, 2013 (the “Loan
Agreement™;

B, The Obligors have excouted and delivered to BCI the agreements described in Sehedule
“A* hereto as evidence of and security for thelr respective indebtedness and obligations
to BCI (collectively, the “Security™);

C. BCI has assigned the Loan Agreement and the Security to 852;

D. Sun Pac is in default of its obligations contained in the Loan Agreement;

E. 852 has demanded repayment of the indebtedness owing under the Loan Agreement from
Sun Pac and issued a Notice of Intention to Enforce Secwrity pursuant to Section 244 of
the Bankriptey and Insolvency Aet (Canada);

Dac#2726007vB
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F. At Phe request ot: the Obligors, 852 has agreed to forbear from enforoing the Security,
subject fo and in accordance with the terms and conditlons of this Forbearance
Agreement (the “Agreement”).

NOW_ THEREFORYE THIS AGREEMENT WITNESSETH that for good and

vajuable consideration, the reoeipt and sufficiency of which are hereby acknowledged by each of
the patties hereto, the parties agree as follows:

Definitions

1, In this Agreement, defined terms shall have the meanings set out herein and grammatical
variations of such terms shall have corresponding meanings,

Acknowledgemen fs

2. Recitals — The parties hereto acknowledge and agree that each of the foregoing recitals
are frue and accurate both in substance and in fact,

3, Asgignment - The Obligors each agree not to contest the validity and enforeeability of the
assignment of the Loan Agreement and the Security by BCI to 852 and the 1ight 0T 852 to

rely upon same,

4, Liability — Sun Pac acknewledges that as of the close of business on September 4, 2013,
the aggregate amount owing to 852 under the Loan Aprecment and secured by the
Security is $3,950,039.57 (for principal and Interest plus costs) as more particularly
described in Schedule “B” attached heteto (collectively, the “Indebtedness®).
Furthermore, Sun Pac hereby confirms that it does not dispute its Hability to pay the
Indebtedness on any ground whatsoever, that if has no claim, demand, setoff or counter-
claim against 852 on any basis whatsoever, and that there is no matter, fact or thing
which may be asserted by it in extinction or diminution of the Indebledness or result in
any bar to or delay in the recovery thereof. If there are any clajims for setoff, counter
olaim or damages, they are hereby expressly released and discharged.

5. Default — Sun Pac acknowledges and agress that it is in default of its obligations
contained in the Loan Agrsement,

8. Sceurity ~ Each of the Obligors acknowledges and agress that the Security now beld by
852 for payment of the Indebtedness is valid, binding and enforceable against them in
accordances with its terms, Bach of the Obligors further acknowledges and agrees that the
Security shall scoure all of thelr respective obligations and liabilities of related to, arising
from or cormected with the Loan Agreement in accordanoce with their respective terms,

7. 852's Rights — Bach of the Obligors acknowledges and agrees that except as provided in
this Agreemeni, the Loan Agreement and the Security, 852 (by iiself or through its
employees , representatives or agents) has not made any promises, or taken any action or
omitted to take any action which would coastitute a walver of its right to take any
enforcement action in comection with the enforcement of the Security, or which wonld

Dociar2si0Tve
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estop it from so doing and that no statemnent, representation, promise, act or omission by
852, BCI. or its employees, representatives or agents shall create such a waiver or
estoppel unless 852 executes and delivers to the Obligors 2 written waiver of any such
rights.

8. Guarantec — Liquibrands confirms that it has granted the guaraniee described i1 Schedule
“A” hereto in favour of BCI, as assigned to 852 (the “Guarantes™), Liquibrands does
not dispute its liability on any basis whatsoever under the Guarantee and confirms that it
has no claim for setoff, counter-claim or damages on any basis whatsoever against 852,
IT there are any claims, they aré lieteby expressly released dnd discharged. Liquibrands
confirms that the Guarantes has not been released, waived or varied, that it is binding
upon it and that it is valid and enforceable against it in accordance with its written terms.

8. Demand Fetter and BIA Notice - Sun Pac acknowledges receipt of a demand letter sent
on behalf of 852 dated September 6, 2013 (the “Demand™) wherein 852 demanded
immediate payment of Sun Pac’s indebtedness to 852. Sun Pac acknowledges receipt of
2 Notice of Intention to Enforce Security dated September 6, 2013 (the “BIA Notice”)
issued on behalf of 852 pursuant to Section 244(1) of the Bankrupicy and Insolvency Act
(Canada), Sun Pac further acknowledges that the Demand and the BIA Notice are valid
and effective, and that the time given by 852 for payment was reasonable. Sun Pac
agrees not to coniest the validity of the Demand, the BIA Notice, or the reasonableness of
the time given for payment in any proceeding for any reason whatsoever.

Forbearance

10. 852 sgrees not to take any steps to enforce any of the Loan Agreement or Security prior
to the eatlier of:

(a) December 9, 2013; or
{b)  the occurrence of an Event of Default (as hercinafter defined),

(hereinafter referred to as the “Forbearance Termination Date” and the perlod
. commencing on the date hereof and ending on (but excluding) the Forbearance
Termination Date Is the “Forbearance Period”).

Notwithstanding the foregoing, the Oblipors acknowledge that credit pursuant to the
Loan Agreement and this Agreement is being provided on a day to day, on demand
bagis only and that 852 is and shall be under ne obligation whatsocver to extend credit
pursuant to the Loan Agreement or this Agreement beyond such day to day period. The
existing defaults and the dghts of §52 arising from such defaults are not waived but are
preserved. The continuation of eredit is not and shall not be taken as an indication that
852 has waived or acquiesced to the existing defaults or to any other defaults and the
-right of 852 to immediatety enforce the Sccurity in  accordance  with  its  terms  is

unconditicnal,

Docit2726007vE
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Credit Facilities
11, Credit Facilities ~ 852 agrees to extend, and Sun Pac agrees to accept the following

additional demand credit facilities from 852 which shall be deemed to amend, mutatis
mutandis, the terms of the Loan Agreement (the credit facilities referred to in the Loan

12,

13.

Agreement, as amended herein are hereinafter referred to as the "Credlt Facilities");

(a)  Facility C: Demand non-revolving loan of Five Hundred Thousand Dollars
(3500,000) {the “Facility C Loan®, with the total advanced under the Factllty C
Loan being referred to as the “Facility C Principal Amount”).

(b}  Facility D: Demand non-revolving loan in the amount of up to 2 times EBITDA
of the Breadrumbs Division (as defined below) (as determined by BDO Canada
Transaction Advisory Services, Inc. (*BDO") in its report to Sun Pac and 852 in
its sole discretion), less the aggregate amount advanced to Sun Pao under the
Facility C Loan (the "Facility D Loan" and collectively with the Facility A Loan,
Facility B Loan (each term as defined in the Loan Agreement) and the Facility C
Loan, the "Loan™),

The Obligors acknowledge and agree that 852 shall have the right at any time and from
time to time in its sole discretion to cap the Faoility A Loan. In such event, 852 shall
amend the Facility C Loan or provide an additional facility such that Sun Pac shall be
provided with access to any remaining availably on the same terms and conditions as the
Facility A Loan at the time of the exercise by 852 of such right,

Advance of Facility C Losan

{a) 852 shall, promptly npon the execution of this Agreement, advance to Sun Pac as
a Facility C Loan advance a single advance in the amount of Five Hundred
Thousand Dollars ($500,000) to be deposited in Sun Pac’s Disbursement
Accounts (as defined in the Loan Agreement) and shall be conditional upon there
being no Event of Defanlt under this Agresment and the Loan Agreement,

Advance 0 EFacility D Loan
(2)  Provided that 852 has received and is satisfied with the report o be prepared by

14.

BDO at the expense of Sun Pac, 852 shall, promptly following the execution of
this Agreement, advance to Sun Pac as a Facility D Loan advance a single
adv ance in an amount equal to 2 times EBITDA of the Breaderumbs Division (as
defined below) (s determined by BDO in its report to Sun Pac and 832 in its sole
discretion), less the Facility C Principal Amount, Each advance shall be
deposited in Sun Pac’s Disbursement Accounts and shall be conditional upon
thetre being no Event of Default under this Agreement and the Loan Agreement.

Interest Rate - Annual rate of 36% calculated on the daily outstanding balance of the
Facilities t= and D, and compounded monthly, not in advance and with no deemed
refnvestme it of monthly payments,

Dock2726007vE
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15, Payment — Without limiting the right of 852 to demand repayment at any time, the
Facility C Loan and the Facility D Loan shal] be indefeasibly repaid in full on the earlier
of (f) the Forbearance Termination Date; (ii) the sale of the Breadcrumbs Division; and
(iif) dernand being made by 852,

Covenants and Agreements
During the Forbearance Period:

16.  Principal and-Interest Payablg —Sun Pac shall continue to pay-to 852 all principal-and-
interest payments owing under the Credit Facilities as and when due. Effective as of the
date hereof, 852 reserves its right to charge at any time the default rate of interest of 21%
with respect to the Facility A Loan and the Facility B Loan in accordance with the Loan
Agreement,

17.  Payments to Creditors — The Obligors shall utilize their available cash {n a mammer so as
to ensure their continued operation, and not to make any payments out of the ordinary
course of business,

18.  Agreements Out of Ordinary Course — The Obligors shall not enter into any material
agreements out of the ordinary course of business, except with the prior written consent
of 852, which consent may be withheld in 852°s sole discretion,

19.  Remuneration - Fxcept for wages paid in the ordinary course, without the prior writien
consent of 8§52, the Obligors shall not make any distributions, directly or indirectly, to or
for the benefit of any sharcholder, dircctor, officer, employee, any other person not
dealing at arm's-length with the Obligors,

20, Sale of Breaderumbs Division

(&)  The Obligors shall diligently proceed with the marketing and sale of its croutons
and breadcrumbs division that manufactures and produces products under the
MeDowell Ovens brand (the “Breadcrambs Division™) and shall diligently keep
852 current and up to date with respect to same. The Obligors shall not accept any
offer to purchase the Breaderumbs Division without 8528 prlor written approval,
Each of the Obligors acknowledges that approval by 852 of any such offer is
within 852’s sole and absolute discretion, The Obligers shall provide 852 with a
written update every week following the date of execution of this Agresment
setting out the status of the sale efforts, Any procseds from the sale of the
Breaderumbs Division, net of any reasonable professional faes and cormissions,
shall be delivered to 852 and used to permanently reduce and repay the Facllity C
Loan and the Facility D Loan and, if required by 852 in its sole and absolute
diseretion, the remalnder of the Credit Facilities, all as determined by 852 in its
soleand absolute diseretion.

(v)  Inthe event that Sun Pac falls to mest any of the milestones set out in paragraph
31(1) hereof, Sun Pac undertakes to transfer to 852 or its permitied assipn all of
the Obligors™ property, assets and undertakings with respect to the Breaderumbs

Doc#2726007v8




Motion for Leave to Appeal Page 536

-6-

Division in full satisfaction of all obligations owing pursuant to the Facility ¢
Loan and the Facility D Loan plus $10.00, All documentation with respect to
such transfer shall be in form and substance acceptable to 852 acting in its sole
discretion.

{©) A= security for the obligaffons of Liquibrands under This Agreemert, the Loan
Agresment and the Secwrity, Liquibrands undertakes to execute, as soon ag
reasonably possible following the date hereof, an option agreement (and any
ancillary documents related thereto) in favour of 852 that grants, among others
things, the option to 852 or its permitted assign to acquire all of the lssued and
outstanding shares of Sun Pac held by Liquibrands (the “Shares”) for $10,00,
The option shall be exercisable by 852, and Liquibrands shall deliver the Shares
tc 852 or its assignee endorsed in blank contemporaneously with this Agresment,
All documentation with respect to such option agreement shall be in form and
substance aceeptable to 852 acting in its sole discretion,

21,  Capital Expenditores — The Obligors shall not make any capltal expenditures without the
pricr written consent of 852 in its sole discretion,

22,  Encumbrances — The Obligors shall not encumber, sell, transfer, convey, lease or
otherwise dispoese of any of their respective assets or property out of the ordinary course
of business without the prior written consent of 852, which ¢onsent may be withheld in
852’s sole discretion,

23.  Notice of Defanlt — The Obligors shell, upon coming aware of same, forthwith provide
852 with weitten notice of the oeonrence of an Bvent of Default hereunder,

24,  Notice of Enforcement — The Obligors shall notify 8§52 in writing immediately upon
receipt of any claim or demand, verbal or written, from any person for the payment of
indebtedness (excluding claims or demands for repayment of frade payables in the
ordinary course of business that ars less than $25,000) or the seizure or repossession of
inventory or equipment, the enforcement of security, or the enforcement of rights by any
landlord (including the exeroise of any right of distraint or the termination of any lease).

25, Prority Claims — Except 8§ otherwise consented to in advance in writing by 832, the
Obligors shall keep current all of their respective obligations fo creditors who may have a

lien, charge, security interest or deemed trust in thelr respective property and assets
which may rank in priority to the security held by 852 on such property and asssts,
including all Priority Claims {as defined in the Loan Agreement).

26.  Proof of Priority Claims — The Obligors shall provide written evidence to 852, forthwith
upon request made by 8352, that all Priority Claims have been paid, such written evidence
to be in a form and content o the satisfaction of 852 in its sole diseretion,

27.  Access to Premises, Books and Records — The Obligors shall upon request, permit 852,
its representafives or agents, during normal business heurs, to enter upon their respective
premises to ingpect their respective property and assets, and to cxamine and make copies
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of all books and records relating thereto including any books and records required by
852, its representatives or agents,

28, Material Contracts — The Obligors shall not surrender, terminate, repudiate or amend,
vary or modify in & manner adverse to 852 acting reasomably, any material contract with

respect to their respective business without the prior writfen consent of 852 which may be
withheld in 852°s sole discretion,

29.  Notice of Procsedings — The Obligors shall promptly provide 852 with notice of the

©* ' - commencement of any law suit, proceedings or other action brought by any person
against any of the Obligors (where such law suit, proceedings or other action the Obligors
exceeds $25,000), and provide 852 with & copy of the relevant pleadings and diligently
keep 852 current and up to date with respect to the status of any such law suit, proceeding
or other action.

30.  Other Agreements — The covenants and other terms and conditions contained in the
Security shall continue in full force and effect, except that, to the extent there exists any
actual inconsistency between such provisions and the provisions of this Agreement, the
provisions of this Agreement shall govern.

Default

31, Events of Default — Any one or more of the following events will constitute an event of
default under this Agreement (cach an “Event of Default”):

® the non-payment when due of any principal, intersst or other amounts payable by
Sun Pac to 852 whether under this Agreement, the Loan Agreement, or otherwisg;

(ify  adefault or breach of any obligation, promise, covenant, term or condition cccurs
under this Agreement, fhe Loan Agreement or the Security;

(iif) a proceeding is taken by or against any of the Obligors with respect to a
reorganization, compromise or arrangement with creditors, or to have any of the
Obligors declared bankrupt, or a proceeding is taken to have a receiver, interim
receiver, lien trustee, receiver and manager or agent appointed over all or any part
of the property and assets of any of the Obligors (including the private
appointment of any such receiver, receiver and manager or agent) or an
encumbrancer takes possession of all or any part of the property and assets of any

of the Obligors;

(iv)  Sum Pac fails to meet any of the following milestones in respect of the marketing
and sale of the Breaderumbs Division by the corresponding deadline (or such later
dateag 852 may agree in writing):

Wiilestone Deadline

1. Delivery to 852 of a binding sale agreement | November 6, 2013
for the sale of the Breaderumbs Division, that
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is acceptable to 852 in its sole and absolute
discretion

2. Completion of the sale of the Breaderumbs | December 6, 2013
Division and payment to 852 in accordance

with paragraph 20 hereof

(v)  any of the Obligors does not observe or perform any of its respective obligations
in any documeént, insfriment, agréement of' certificate executed and délivéred by
any of the Obligors to any creditor, other than an unsecured trade creditor and
such breach has not been cured to the satisfaction of 852;

(vi) any person takes possession of all or any materfal part of the pioperty of any of
the Obligors by distress or execution or similar process is levied cor enforced
against all or any material part of the property of any of the Obligors;

{vil) any of the Obligors commits or allows to cceur an act of bankruptey or makes an
unaunthorized assignment or bulk sale of its property or assets;

(viil) there is a change in the senior management of any of the Qbligors without the
prior written consent of 852;

(ix)  there isa change in the de facte control of any of the Obligors;

(x)  if any financial reposting information provided by or on behalf of any of the
Obligors to 852 proves to be false, misleading, inaceurate or incorrect in any
material respect, or if there is a materigl failure to provide 852 with such financial
reporting or other information as they may require from time to time; and

(xi) 852, acting in good faith and upon commerciatly reasonable grounds, belicves
that the prospect of payment of the Indebtedness and/or the amounts owing under
the Loan Agreement or performance by the Obligors of any of their obligations
under this Agreement, the Loan Agreement or the Security is or is about to be
impalred or that all or any part of any of the Obligors’ property is or is about to be

placed in-jeopardy--

32.  Remedies —In addition to 852’5 rights and remedies available under the Loan Agreement,
the Security, under this Agreement, at law or in equity, upon the oceurrence of an Event
of Default: ’

(a)  the balance owing by the Obligors to 852 shall, at the option of 852, become
immediately due and payable; and

(t)  the Loan Agreement and the Secutity shall, at 852°s option, become enforceable
in accordance with thelr terms, including without limitation 852°s right to the
appointment a private receiver or the court appointrment of en interim recefver,

Doc#272600TvE



Motion for Leave to Appeal Page 539

-9.

national receiver and reeeiver and manager of the Obligors’ respective property,
assets and undertaking,

Consent

33. Subject to applicable law, upon the occurrence of an Event of Detaulf, the Obligors eaeh
sonsent to any action by 832 in connection with the enforcement of the Loan Agreement
and Security, without the necessity of fiwther notice or demand, and hereby agree not to
directly or indirectly commence, carry on, consent 1o, or be a party in any way 1o any
proceeding which would constrafh any such action or which would eall into question the
validity or enforceability of the Indebtedness, the Credit Facilities, the Loan Agreement
andfor the Secwrity, Without limiting the generality of the foregoing, upon or after the
oceurrence of an Bvent of Default, the Obligors each hereby irrevocably consent to the
making of a bankruptcy order and the private or Court appointment of a receiver or
gﬁc;,‘.iver and manzager in respect of any or all of the property or assets of the respective

bligors,

34,  Concurrently with the exeeution of this Agreement, the Obligors shall each exeoute
consents in the form attached hereto as Schedule “C* to give effect to the above
consents. The consents may be utilized by 852 at any time upon or after the occurrence
of an Bvent of Default, acting in 852°s sole and unfetiered discretion. The Obligors each
authorize 852’ or its solicitors to insert the date onto the consents.

Miscellaneons

35, Forbearancg Fee — Sun Pac shall pay to 852 the sum of $50,000 as a forbearance fee (the
“Forbearance Fee™), which shall be fully earned on execution of this Agreement and
shall be payable as follows: (2) $25,000 from the initial advance of the Facility C Loan;
and (b) $25,000 on the earlier of (i) the Forbearance Termination Date; (if) the sale of the
Breaderumbs Division; (lif) demand being made by 852; and the (iv) date of the initial
advance ofthe Facility D Loan, Pavment of the unpaid portion of the Forbsarance Fee
by Sun Pac shall be secured by the Security.

36, Reimbursement ~ The Obligors agree to reirmburse 852 in respect of all reascnable
expenses (including reasonable legal fees and disbursements at its solicitors’ normal
charges and any amounts paid 1o BDO arising from 832°s guarantae of payinent of the
fees and dishursements owing by the Obligors to BDO pursnant to an engagement leticr
dated September 5, 2013} which 852 has Incurred or will incur in conmection with any
review off the Loan Agreement and the Security, the negotiation, preparation and
administration of this Agreement, and the enforcement of the T.oan Agreement and the
Security, 852 may pay such expenses directly and the amount so paid shall form part of
the indebtedness of the Obligors to 852, shall bear interest from the date of payment at
the highest rate payable by Sun Pac for any of the Credit Facilities and shall be secured

by the Security.

37, Currency - All amounts referred 16 in this Agreement are in the lawiul money of Canada
unless othoerwise noted,
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Further Assurances — The Obligors, upon request by 852, shall promptly do, make,
execute and deliver all such further acts, documents and instruments as 852 may
reasonably require to allow 852 to enforce anry of its rights under this Agreement and to
give effect 1o the intention of this Agreement,

40,

41,

42,

43,
44.

435,

Capagity grm Autliority ~ Each of the Ubligors represents and warrants 1o §52 That if has
the capacity and authority to enter into and perform its respective obligations under thig
Agresment.

Necessary  Progeedings - The -execution and delivery of this Apgreement and- the
performance by the Obligors of their respective obligations hereunder have been duly
authorized by all necessary proceedings.

Headings — The headings contained herein are inserted for convenience of reference only
and shall not affect the construction or interpretation of this Agreement.

Severability ~ If, in any jurisdiction, any provision of this Agreement or its appHeation to
any party or circumstance is restridted, prohibited or unenforcesble, such provision shall,
as to such jurisdiction, be ineffective oaly to the extant of such restriction, prohibition or
unenforceability without mvalidating the remaining provisions of this Agresment and
without affecting the validity or enforceability of such provision in any other jurisdiction
or without affecting its application to other parties or circumstances.

Time — Tirre is of the essence in the performance of the parties’ respective obligations.

Amendment — No amendment, supplement, modification or waiver ot termination of this
Agreement end, unless otherwise specified, no consent or approval by any party, shail be
binding unless executed in writing by the party to be bound thereby.

Notices — Any notice, consent or approval required or permitted to be glven in connection
with this Apreement {a “Notice™) shall be in writing and shall be sufficiently given if
deltvered (whether in person, by courler service or other personal method of delivery), or
if transmitted by facsimile;

(iy  inthe case of a Notice to 852 aty

77 King Street West
Suite 2925, 2.0, Box 322
Toronto, Ontario MSK IK7

Attention: Natasha Sharpe, President
Facsimile:  (416) 633-7902

and with a copy to;
Chaitons LLP

5000 Yonge Street, 10™ Floor
Toronto, Ontario M2N 7ES
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Attention:  Philip L. Taylor
Facsimile:  (416) 218-1835

(i) _in the case of a Notice to the Obligors:

46,

417,

43,

49,

50,

10 Sun Pac Blvd.
Brampton, Ontario L68S 4R35

Attention: Cgdba Reider
Facsimile: (905) 792-8490

Assigniment — The Obligors may not assi & this Agreement or any rights or obligations
under this Agreement except with the prior written consent of 852 which may be
withheld {n. 852°s sole discretion.

Enurement — This Agraerﬁant shall enure to the benefit of and be binding upon the parties
and their respective successors (including any successor by reasen of amatgamanon of
any party) and permitted assigns.

Governing Law — This Agreement shall be construed in ascordance with the laws of the
Province of Ontario and the laws of Canada applicable therein,

Execntion and Delivery — This Agreement may be executed in counterparts, and
acceptance of this Agresment may be provided by facsimile transmission or email
transmission in PDF format and, on such exccution and transmission, this Agreement
shall be binding on the parties with the same fores and effect as if originally executed,

Entire Agresment — The Loan Agreement and the Security, together with the agreements
and other glocuments requived to be delivered pursuant fo this Agreement, constitute the
entire agreement between the parties and set out all the covenants, promises, warranties,
representations, conditions, understandings and agreements between the pariies
pertaining to the subject matter of this Apreement and supersedes all prior agrcements,
understandings, negotiations and discussions, whether oral or writien, There are no
covenants, promises, warranties, representations, conditions, understanding or other
agreements, cral or written, express, implied or collateral between the parties in
connection with the subject matter of this Agresment except as specifically set forth in
this Agreement and any document required fo be delivered pursuant to this Agreement.

[THE REM AINDER OF THIS PAGE WAS INTENTIONALLY LEFT BLANK]
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IN WYTNESSE OF WHICH the parfles heve duly executad this Agreement on the date
desorbed above.

8527504 CANADAINC,

By:

Name: Natagha Sharpe
Title:  President—

| have authotity o bind the corporation

SUN PAC FOODE LIMITED LIQUIBRANDS INC.
i /M i M

Name: Csaha. Relder . Namo: Csaba Reider
Tille: Prosident Titla: President
I have autharity o bind the corporation T have amthorlty to hind the eorporation
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SCHEDULE “A*

1, Amended and Restated Facility A Demand Grid Promissory Note dated January 18, 2013
in the face amount of $7,000,000 executed by Sun Pac in favour of BCI, as assigned to

852

2. Facility B Demand Grid Promissory Note dated January 18, 2013 in the face amount of
$2,250,000 executed by Sun Pae in favour of BCI, as assigned to 852

3. General Security Agreement dated October 1, 2012 executed by Sun Pac in favour of
BCI, as assigned to 852

4, Assignment of Inswrance Monies dated October 1, 2012 executed by Sun Pac In favour of
BC, as assigned to 852

3. Guarantee and Postponement dated October 1, 2012 executed by Liquibrands in favour of
BCI, as assigned to 8§52

6. General Security Agreement dated October 1, 2012 executed by Liquibrands in favour of
BCI, as assigned to 852
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SCHEDULE “B?»
INDEBTEDNESS OWING

Loan Amount
Facility A Loan ~ Principal $2,009,680.23
Freility A Loan — Accrued Interest $3,756.58
Facility B Loan - Principal $1,932,524.00
Facility B Loan — Accrued Inferest $3,812.10
Pro-rated monthly moritoring fee $266.67

$3,950,039.57

TOTAL:
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SCHEDULE “C”

See attached,
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THIS I8 EXHIBIT “H” TO

THIE AFFIDAVIT OF NATASHA SHARPE

SWORN BEFORE MIE THIS 18™
(/Zw OF APRIL, 2014

A Connmissiorier ete,

ey s
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" CONSENT

TO: 8527504 CANADGA INC,

SUN PAC FOODS LIMITED hereby consents fo the private or ¢ourt appointment of an
fnterim receiver, Tecelver ar recefver and menager in respect of its property, ssseis and
undertalding,

DATED at Brampton, Onfatia this 4~ 75&}' of_g;"f- L2013

SUN PAC FOOLS LINVITED

Per: M

Name: Caaba Reider
Title:  President

T have avthority to bind the corporation

Dpezrasiohd
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CONSENT

TO: 8527504 CANADA INC,

LIGUYBRANDS TNG, hiereby consents ta the private or court appointment of an fntorin
Teasiver; aceiver or reocivar and manages I respeet of its property, assets and undertaking, |

DATED at Brampton, Ontarlo this_/ "Say of. S erre 201,

LIQUIBRANDS INC.

- o

Mame: Csgba Reldor
Thig:  President

T liave authiority fo bind the corporation
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ONTARIO
SUPERIOR COURT OF JUSTICE
{IN BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE BANKRUPTCY OF
SUN PACFOODS LIMITED,
a comipany ineorporated under the laws of the Provines of Cntarda, carrying on businoss in
the City of Brampton, in the Provines of Ontarin

CONSENT

SUN PAC FOODS LIMITED hereby cansents to the immediate msking of 2 Bankruptey
Order in respect of i property, sssels and undertakings.

DATED at Bramplon, Ontario this 2/ ﬁ:ﬂay of_J=r ,2013

SUNPACFOODS LIMITED .,
Pert W/

Name: Csaba Refder
Title:  Presidant

I have the muthorlly to bind the enmporation
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ONTARIO
SUPERIOR COURT QF JUSTICE
(IN BANKRUPTCY AND INS OLYENCY)

INTHE MATTER OF THE BANKRUSTCY OF
LIQUIBRANDS INC,,
h compnny incorporated ander the laws of the Provinee of Qutario, eacrying or business in
the City of Bramipton, in the Provinee of Ontarie

CONSENT

LIQUIBRANDS INC. hereby consanis to the (mmediate making of a Bankruptey Order
in respect of itg property, essets and undertakings.

7 j §
DATED at Brampton, Ontario this /¢ day of et ) 30T

LICUIBRANDR INC. .
Par: /M%
Nartie; CIaka Reddor T
Tile: President

I have the autharity to ¥ind the corporation
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THIS 18 EXHIBIT “1* TO
THY, AFFIDAVIT OF NATASHA SHARPE
SWORN BEFORE ME THIS 1$™
DAY OF APRIL, 2014

A Commissioner ete.
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5000 YONGE STREET, 10TH FLOOR, TORONTO, CANADA M2ZN 7ES
waib.cheftens.com

REPLY TO; FHILIP L. TAYLOR

PILE NQ.; 48358

DIRECT: 416-218-1125
BAX: 416-218-1855
BVAIL philip@chaitons.com

PRIVATE & CONFIDENTIAL
October 10, 2013
VIA EMAIL

sun Pac Poods Limited
10 Sun Pac Blvd,
Brampton, ON 168 4RE

Attention: Csaba Reider, President

He: Indebtedness of Sun Pac Foods Limited to Bridging Capital Inec, as asstgned to
8527504 Canada In¢, (the “I.ender“) -

Dear Mr. Reider,

We are the solicitors for the Lender, We refer to the amended and restated letter agraement
dated January 17, 2013 (the “Loan Agreement”), and the forbearance and amending
agreement dated September 11, 2013 (the “Forbearance Agreement”), each among Sun
Pac, the Lender and Liquibrands., Capitalized terms shall have the meanings ascribed to
such terms in the Forbearance Agreement unless otherwise defined herein,

We confirm that the Lender has expressed to Sun Pac serious concems with, Inter alia,
persistient late reporting; draw requests being made In excess of availability; the inclusion of
slow moving inventory in the Weekly Borrowing Base Report premised upon inaccurate and
changing inforimation; tha inclusion of Inventory in the Weeldy Borrowing Buase Report with
Incorrect values; and persistent failure to meet sales projections. In particular, the Lender
has exprassed congern in respect of a quantity of Brazilian frozen concentrate (the “Julce™)
that had been rejected by the US FDA prior to the execution of the Loan Agreement, Af the
time, Sun Pac had advised that the Juice was to be sold to a cruise liner, When asked why
the Juice had not been sold some months later, Sun Pac advised that the Juice was going to
be repackeged and gold to dollar stores. Months later in response to further enguiry as to
why the Juice remained in inventory, Sun Pac advised that it would be blended in to regular
product. Given that the Juice remaing in inveniory and the fact that the Borrower s
persistently short on raw matarial, it has bacome clear to the Lender that the Juice is not
suitable for sale, Furthermore, it has become clear that the Iender can no longer rely on

information provided by management.

We further conflrm that the Leader has expressed serious concerns with respect to the
immediate and long terim working capital requirements and the prospects and sustainability

of the business of the Borrower.
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As you are aware, Sun Pac and Liguibrends acknowledged in the Porbearance Agreement
that any credit provided by the Lender pursuant to the Loan Agresment and the
Forbearance Agreement was belng provided at its discretion on a day to day, on demand
basis and that the Lender was and is under no obligation whatsoever to extend any credit or
‘make any further advances to Sun Pac.

Pursuant to the terms of the Loan Agreement, the avallability of advances or subsequent *
advances is subject to and conditional upon, inter alia, the Lender being satisfied that there
has been no Event of Default and no event that aifects of could materially adversely affect
the business, assets, liabiiitles, prospects or operations of Sun Pac. Please be advised that in
light of the foregoing, the fact that the exclusion of the Juice from the Facility A Loan

. Avallability has put further strain on the working capital of Sun Pac and the Lender's lack of
confidence ir1 management, the Lender has determined that there has been a material
detericration in the prospects and financial condition of Sun Pac,

As a result of the foregoing and the existing Bvents of Default; which were expressly
preserved by the Forbearance Agraement, end in accordance with its rights under the Loan
Agreement and the Forbearance Agreement, we hereby notify you that the Lender will not
be making any Facllity D advances to Sun Pac and that the Facllity D aveilability is hereby

terminated. '
Yours truly,
CHAITONS LLP

L

Philip =
Partrier

e Sridging Capital (via emall)
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THIS IS EXHIBIT “J* TO
THE AFFIDAVIT OF NATASHA SHARPE
SWORN BEFORE ME THIS 18™

DAY OF APRIL, 2014
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From: James Grout [mallto:IGrout@taf.ca)l
Sent: Monday, November 11, 2013 08:34 PM

To: Harvey G. Chaiton
Subjact: Re: Sun Pac

Harvey

Have George send me the materials,
I am seeking instructions,

Jim

From: Harvey G, Chaiton [mailto:Harvey@chaitons.com}
Sent: Monday, November 11, 2013 07:53 PM Eastern Standard Time

To: James Grout
Cc: Philip L. Taylor <Phillp@chaltons.com:»; George Benchetrit <George@chaitons.com>

Subject: Re! Sun Pac

Jim

[ am on a plane tomorrow morning to HC conference. | informed Bridging Capital of your advice that Sun
Pac ceased operatlons last Thursday. In the circumstances, we have received instructions to seek
appointment of a receiver without delay. We Intend to see a Judge tomorrow afternoon. George
Benchetrit will be handling matter. He will send you an electronic copy of the materials once available,
Pls let Gaorge know whether the company intends to opposs or talke a pasition. Thx

recimasmens dot b $ pm

Harvey G, Chalton
Partner | ChaitorsLLP | T:416.218.1129

From: Harvey G. Chaiton

Sent: Monday, Novembar 11, 2013 03:58 PM
To: 'James Grout! < IGrout@tgf.ca>

Ce: Philip L, Taylor

Subject: Sun Pac

Jim

Further to our telephone conversation a short time 2go, I want to confirm my understanding of what
you mentioned.  understand you were retained by the company last week and had a meeting with
Csaba Reider, the CEQ of the company, on Friday to discuss this matter, It was not untif today that he
advised you that he had shut down operations last Thursday, letting all but a few employees go home.
You indicatad that it was up to Bridging Capital to decide whether, In the circumstances, to enfarce its
security or fund operations to allow company to resume operations and conduct a sale process. if
Bridging Capital should decide to seek the appointment of a recelver, does the company Intend to
oppose? Please advise,

Rarvey G. Chalton -
Partner
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et

Direct Tel: 416.218.1129
Direct Fax; 416-218-1849
Harvey@chsitons.com

5000 Yonge Street, 10th Floor, Torento, Canada, M2N 7E9
www.catons.com

8

. S - X .. th_ L . phel T A 1 21 Rt et Mgy oy r——r B o Add

Motes This a-mait may be privieged and/ar confitortial, and the sendar does not wanve any refitad uzhis dad odiigatons. Any dlstrbution, use
¢ copyina of thls e-mail ar 1he infermatian st cantiuns by siher than an intandsd reclpiont w unmithorized. it you received this a-miad in errr,
please arvise me (By return e-masil o olheywise} imediately,

e courrier dnetronique st conBdential et protépd, | espediteur Ae renenze pas aux diows et ablipalens qui s'y rapporieint, Toure dilfusion,
utitlsztion ou cople de ce message ou des ransmpnam eals quil contiont par wae prisonne Autie que lx {Tes) destinatoicels) désignols) wot
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THIS IS EXHIBIT “K* TO
THE AFFIDAVIT OF NATASHA SHARPE
SWORN BEFORE ME THIS 19™
DAY OF APRIL, 2014

L.

A Commissioner ete,

BT A4
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THIS IS EXHIBIT “L” TO
THE AFFIDAVIT OF NATASHA SHARPE
SWORN BEFORE ME THIS 1§™
DAY OF APRIL, 2014

A Commissioner ote.

Deskzn?Eadovt
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2, CourtFileNo, CViZ-[032/-0nc,
} ONTARIO
o SUPERIOR COURT OF JUSTICE
" COMMERCIAL LIST
THE HONOURABLE M ADAM ) “TOES DAY, THE (2THDAY
)
JusTICE M Esiuk ) OF NOVEMBER, 2013
BETWEEN:
8527504 CANADA INC.
Applicant
-and -
SUN PAC FOODS LIMITED
Respondent

APPLICATION UNDER Section 243 of the Bankruptey and Insolvency Aet, R.S.C 1985 , ¢. B3,
and Section 101 of the Courts of Justice Aet, R.S.0. 1990, c. C.43.

ORDER

THIS MOTION made by the Applicant for an Order pursuant to section 243(1) of the
Bankruptcy and Irsolvency Act, R.S.C. 1985, ¢, B-3, as amended (the "BIA") and section 101 of
the Courts of Justice Act, R.8.0., 1990, c. C.43, as amended (the "CJA") appointing BDO Canada
Limited as receiver (in such capacities, the "Receiver”) without security, of all of the assets,
undertakings and properties of Sun Pac Foods Limited (the "Debtor") acquired for, or used in
relation to a business canied on by the Debtor, was heard this day at 330 University Avenue,

Toronto, Ontario,

ON READING the affidavit of Len Kofman sworn November 12, 2013 and the Exhibits
thereto and on hearing the submissions of counse! for the Applicant and counsel for the

Respondent, and on reading the consent of BDO Canada Limited to act as the Receiver,

DacaBsosn2]
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SERVICE

1, THIS COURT ORDERS that the time for service of the Notice of Motion and the Motion
is hereby abridged and validated so that this motion is properly returnable today and hereby

dispenses with further service thereof,

APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 243(1) of the BIA and section 101 of
the CJA, BDO Canada Limited is hereby appointed Receiver, without security, of all of the
assets, undertakings and propertics of the Debtor acquired for, or used in relation to a business

carried on by the Debtor, including all proceeds thereof (the "Property").

RECEIVER’S POWERS

3. THIS COURT ORDERS that the Receiver is hereby empowered and authorized, but not
obligated, to act at once in respect of the Property and, without in any way limiting the generality
of the foregoing, the Receiver is hereby expressly empowered and authorized to do any of the

following where the Receiver considers it necessary or desirable;

(a) to take possession of and exercise control over the Property and any and all

proeseds, receipts and disbursements arising out of or from the Property;

() to xeceive, preserve, and protect of the Property, or any part or parts thereof,
incfuding, but not limited to, the changing of locks and security codes, the

relocating of Property to safeguard if, the engaging of independent security

personnel, the taking of physical inventories and the placement of such insurance

coverage as may be necessary or desirable;

(¢}  to muanage, operate, and carry on the business of the Debtor, including the powers
to enter into any agreements, incur any obligations in the ordinary course of
business, cease to carry on all or any part of the business, or cease to perform any

contracts of the Debtor;

Dos#zBa0652v1
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to engage consultants, appraisers, agents, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on whatever
basis, including on a temporary basis, to assist with the exercise of the Receiver's

powers and duties, including without limitation those conferred by this Order;

to purchase or lease such machinery, equipment, inventories, supplies, premises

or other assets o continue the business of the Debtor or any part or parts thereof;

to receive and collect all monies and accounts now owed or hereafter owing to the
Debtor and to exercise all remedies of the Debtor in collecting such monies,

including, without limitation, to enforce any security held by the Debtor;
to settle, extend or compromise any indebtedness owing to the Debtor;

to execute, assign, issue and endorse documents of whatever nature in respect of
any of the Property, whether in the Receiver's name or in the name and on behalf

of the Debtor, for any purpose pursuant to this Order;

to undertake environmental or workers' health and safety assessments of the

Property and operations of the Debtor;

to initiate, prosecute and continue the prosecution of any and all proceedings and
to defend all proceedings now pending or hereafter instituted with respect to the
Debtor, the Property or the Receiver, and fo seftle or compromise any such
proceedings. The authority hereby conveyed shall extend to such appeals or
applications for judicial review in respect of any order or judgment pronounced in

any such proceeding;

to market any or all of the Property, including advertising and soliciting offers in
respect of the Property or any part or parts thereof and negotiating such terms and

conditions of sale as the Receiver in its discretion may deem appropriate;

to sell, convey, transfer, lease or assign the Property or any part or patts thereof

out of the ordinary course of business,
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without the approval of this Court in respect of any transaction not exceeding
$ , provided that the aggregate consideration for all such transactions

does not exceed § ; and

with the approval of this Court in respect of any transaction in which the
purchase price or the aggregate purchase price exceeds the applicable amount

set out in the preceding clause;

and in ecach such case notice under subsection 63(4) of the Ontaric Personal
Property Security Act, [or section 31 of the Ontario Mortgages 4ct, as the case

may be,] shall not be required, and in each case the Ontario Bulk Sales Act shall

not apply.

to apply for any vesting order or other orders necessary to convey the Property or
any part ot parts thereof to a purchaser or purchasers thereof, free and clear of any

liens or encumbrances affecting such Property;

to report to, meet with and discuss with such affected Persons (as defined below)
as the Receiver deems appropriate on all matters relating to the Property and the
receivership, and to share information, subject to such terms as to confidentiality

as the Receiver deems advisable;

to register a copy of this Order and any other Orders in respect of the Property
against title to any of the Property;

to apply for any permits, licences, approvals or permissions as may be required by

()

()

Doo#2360682v1

any governmental authority and any renewals thereof for and on behalf of and, if

tho ught desirable by the Receiver, in the name of the Debtor;

to enfer into agreements with any trustee in bankruptey appointed in respect of the
Debtor, including, without limiting the generality of the foregoing, the ability to

enter into ocoupation agreements for any property owned or leased by the Debtor;

to exercise any shareholder, partership, joint venture or other rights which the

Delzior may have; and
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(s)  to take any steps reasonably incidental to the exercise of these powers or the

performance of any statutory cbligations,

and in each case where the Receiver takes any such actions or steps, it shall be exclusively
authorized and empowered to do so, to the exclusion of all other Persons (as defined bélow),

including the Debtor, and without interference from any other Person.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER
4, THIS COURT ORDERS that (i) the Debtor, (if) all of its current and former directors,

officers, employees, agents, accountants, legal counsel and shareholders, and zll other persons
acting on its instructions or behalf, and (iii) all other individuals, firms, corporations,
governmental bodies or agencies, or other entities having notice of this Order (all of the
foregoing, collectively, being "Persons" and each being a "Person") shall forthwith advise the
Receiver of the existence of any Property in such Person's possession or control, shall grant
immediate and continued access to the Property to the Receiver, and shall deliver all such

Property to the Receiver upon the Receiver's request,

5. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the
existence of any bocks, documents, securities, contracts, orders, corporate and accounting
records, and any other papers, tecords and information of any kind related to the business or
affairs of the Debtor, and any computer programs, computer tapes, computer disks, or other data
storage media comtaining any such information (the foregoing, collectively, the "Records") in
that Person's possession or control, and shall provide to the Receiver or permit the Receiver to
make, retain and tzke away copies thereof and grant to the Receiver unfettered access to and use
of accounting, cormputer, softwate and physicel facilities relating thereto, provided however that
nothing in this paragraph § or in paragraph 6 of this Order shall require the delivery of Records,
or the granting of access to Records, which may not be disclosed or provided to the Receiver due
to the privilege aitaching to solicitor-client communication or due to statutory provisions

prohibiting suck disclosure.

8. THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service

provider or otherwise, all Persons in possession or control of such Records shall forthwith give

Doci#2860662v1
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unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making coples of computer disks or such other manner of retrieving and copying the
information &s the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of the Receiver. Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistance in gaining immediate
access to the information in the Records as the Receiver may in its diseretion require including
providing the Receiver with instructions on the use of any computer or other system and
providing the Receiver with any and all access codes, account names and account numbers that

may be required to gain access to the information,
NO PROCEEDINGS AGAINST THE RECEIVER

7. THIS COURT ORDERS that no proceeding or enforcement process in any court or
tribunal (each, a "Proceeding™), shall be commenced or continued against the Receiver except

with the written consent of the Receiver or with leave of this Court,’

NO PROCEEDINGS AGAINST THE DEBTOR CR THE PROPERTY
8. THIS COURT ORDERS that no Proceeding against or in respect of the Debtor or the

Property shall be commenced or continued except with the written consent of the Receiver or
with leave of this Cowt and any and all Proceedings currently under way against or in respect of

the Debtor or the Property are hereby stayed and suspended pending further Order of this Court,

NO EXERCISE OF RIGHTS OR REMEDIES

9 THIS COURT ORDERS that all rights and remedjes against the Debtor; the Receiver, or
affecting the Property, are hereby stayed and suspended except with the written consent of the
Receiver or leave of this Court, provided however that this stay and suspension does not apply in
respect of any "eligible financial contract” as defined in the BIA, and further provided that
nothing in this paragraph shall (1) empower the Receiver or the Debtor to carry on any business
which the Debtor s not lawfully entitled to carry on, (i) exempt the Recelver or the Debtor from

compliance with statutory or regulatory provisions reléting to health, safety or the environment,

Dock2860662v]
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(iii) prevent the filing of any registration to preserve or perfect a security interest, or (iv) prevent

the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER
10. THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere

with, repudiate, terminate or cease to perform any right, renewal right, contract, agreement,
licence or permit in favour of or held by the Debtor, without written consent of the Receiver or

leave of this Court.

CONTINUATION OF SERVICES
11,  THIS COURT ORDERS that all Persons having oral or written agreements with the

Debtor or statutory or regulatory mandates for the supply of goods and/or services, including
without limitation, all computer software, communication and other data services, centralized
banking services, payroll services, insurance, transportation servioes, utility or other services to
the Debtor are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the éupply of such goods or services as may be required by the
Receiver, and that the Recciver shall be entitled to the continued use of the Debtor's current
telephone numbers, facsimile numbers, internet addresses and domain names, provided in each
case that the normal prices or charges for ali such goods or services received after the date of this
Order are paid by the Receiver in accordance with normal payment practices of the Debtor or
such other practices as may be agreed upon by the supplier or service provider and the Receiver,

ot as may be ordered by this Court.

RECEIVER TO HOLD FUNDS
12,  THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of

payments receivect or collected by the Receiver from aud after the making of this Order from any
source whatsoever, including without Hraitation the sale of all or any of the Propetty and the
collection of any accounts receivable in whole or in part, whether in existence on the date of this
Order or hereafter coming into existence, shall be deposited into one or more new accounts {o be
opened by the Receiver (the "Post Receivership Accounts") and the monies standing to the credit

of such Post Receivership Accounts from time to time, net of any disbursements provided for

Dock2B80662v1
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herein, shall be held by the Receiver to be paid in accordance with the terms of this Order or any
further Order of this Couat.

EMPLOYEES
13.  THIS COURT QORDERS that all empioyees of the Debtor shall remain the employees of

the Debtor unti]l such time as the Receiver, on the Debior's behalf, may terminate the
employment of such employees. The Receiver shall not be liable for any employee-related
liabilities, including aay successor employer liabilities as provided for in section 14.06(1.2) of
the BIA, other than such amounts as the Receiver may specifically egree in writing to pay, or in
respect of its obligations under sections 81.4(5) or 81.6(3} of the BIA or under the Wage Earner

Protection Program Act,

PIPEDA
14, THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal

Information Protection and Electronic Documents Aet, the Receiver shall disclose personal
information of identifiable individuals to prospective purchasers or bidders for the Property and
to their advisors, but only to the extent desirable or required fo negotiate and attempt to complete
one or more sales of the Property (each, a "Sale"), Each prospective purchaser or bidder to
whom such personal information is disclosed shall maintain and protect the privacy of such
information and limit the use of such information to its evaluation of the Sale, and if it does not
complete a Sale, shall return all such information to the Receiver, or in the alternative destroy all
such information. The purchaser of any Property shall be entitled to continue 1o use the personal

information provided to it, and related to the Property purchased, in a manner which is in all

material respects identical to the prior use of such information by the Debtor, and shall return all -

other personal infarmation to the Receiver, or ensure that all other personal information is

destroyed.

LIMITATION ON ENVIRONMENTAL IJABILITIES
15, THIS COURT ORDERS that nothing herein contained shall require the Receiver to

oceupy or to take control, care, cherge, possession or managemeni (separately and/or
collectively, "Possession”) of any of the Property that might be environmentally contaminated,

might be a pollutant or & contaminant, or might cause or contribute to a spill, discharge, release

Doedzs80682v1
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or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Aet, the Ontario
Water Resources Act, or the Ontarlo Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legislation"), provided however that nothing herein shall
exempt the Receiver from any duty to report or make disclosure imposed by applicable
Environmental Legislation, The Receiver shall not, as a result of this Order or anything done in
pursuance of the Receiver's duties and powers under this Order, be deemed to be in Possession of
any of the Property within the meaning of any Environmental Legislation, unless it is actually in

possession,

LIMITATION ON THE RECEIVER'S LIABILITY

16,  THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a result
of its appointment or the cén*ying out the provisions of this Order, save and except for any gross
negligence or wilful misconduct on its part, or in respect of its obligations under sections 81.4(5)
or 81.6(3) of the BIA or under the Wage Earner Protection Program Act, Nothing in this Order
shall derogate from the protections afforded the Receiver by section 14.06 of the BIA or by any

other applicable legislation,

RECEIVER'S ACCOUNTS
17.  THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be paid their

reasonable fees and disbursements, in each case at their standard rates and charges, and that the
Receiver and counsel to the Receiver shall be entitled to and are hereby granted a charge (the
"Receiver's Charge") on the Property, as security for such fees and disbursements, both before
and after the making of this Order in respect of these proceedings, and that the Receiver's Charge
shall form a first charge on the Property in priority to all security interests, trusts, liens, charges
and encumbrances, statutery or otherwise, in favour of any Person, but subject to sections

14.06(7), 81.4(4), and 81.6(2) of the BIA,

Doc#2860562v1
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18.  THIS COURT ORDERS that the Receiver and its legal counse] shall pass its accounts
from time to time, and for this purpose the accounts of the Receiver and its legal counsel are

hereby referred to a judge of the Commercial List of the Ontaria Superior Court of Justice,

19.  THIS COURT ORDERS that pridr to the passing of its accounts, the Receiver shall be at
liberty from time to time to apply reasonable amounts, out of the rnonies in its hands, against its
fees and disbursements, including legal fees and disbursements, incurred at the normal rates and
charges of the Receiver or its counsel, and such amounts shall constitute advances against its

remuneration and disbursements when and as approved by this Court.
FUNDING OF THE RECEIVERSHIP

20, THIS COURT ORDERS that the Receiver be at liberty and it is herehy empowered to
borrow by way of a revolving credit or otherwise, such monies from time to time as it may
consider necessary or desirable, provided that the outstanding principal amount does not exceed
$200,000.00 (or such greater amount as this Court may by further Order authorize) at any time,
at such rate or rates of interest as it deems advisable for such period or periods of time as it may
arrange, for the purpose of finding the exercise of the powers and duties conferred upon the
Receiver by this Order, including interim expenditures, The whole of the Property shall be and
is hereby charged by way of a fixed and specific charge (the "Receiver’s Borrowings Charge") as
security for the payment of the moniss borrowed, together with interest and charges thereen, in
priority fo all security interests, trusts, liens, charges and encumbrances, statutory or otherwise,
in favour of any Person, but subordinate in priority to the Receiver’s Charge and the charges as
set out in sections 14,06(7), 81.4(4), and 81.6(2) of the BIA.

21, THIS COURT ORDERS that neither the Receiver's Borrowings Charge nor any other
security granted by the Receiver in connection with its borrowings under this Order shall be

enforced without Leave of this Court.

22.  THIS COURT ORDERS that the Receiver is at liberty and authorized to issue certificates
substantially in the form annexed as Schedule "A" hereto (the "Receiver’s Certificates") for any

amount borrowed by it pursuant to this Order.

Doc#2850662v1
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23, THIS COURT ORDERS that the monies from time to time borrowed by the Receiver
pursuant to this Order or any further order of this Court and any and all Recejver’s Certificates
evidencing the same or any part thereof shall rank on a pari passu basis, unless otherwise agreed

to by the holders of any prior issued Receiver's Certificates.

GENERAL
24, THIS COURT ORDERS that the Receiver may from time to time apply to this Court for

advice and directions in the discharge of its powers and duties hereunder.

25.  THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from acting
as a trustee in bankruptey of the Debtor.

26.  THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having furisdiction in Canada or in the United States to give
effect to this Order and to assist the Receiver and its agents in carrying out the terms of this
Order, All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Recejver, as an officer of this
Court, as may be necessary or desirable to give effect to this Order or to assist the Receiver and

its agents in carrying out the terms of this Order.

27, THIS COURT ORDERS that the Receiver be at liberty and is hereby authorized and
empowered to apply to any court, tribunal, regulatory or administrative body, wherever located,
for the recognition of this Order and for assistance in carrying out the terms of this Order, and
that the Recelver is authorized and empowered to act as a representative in respect of the within
proceedings for the purpose of having these proceedings recognized in a jurisdiction outside

Canada.

28, THIS COURT ORDERS that the Applicant shall have its costs of this motion, up to and
including entry and service of this Order, provided for by the terms of the Applicant’s security
or, if not so provided by the Applicant's security, then on a substantial indemnity basis to be paid
by the Receiver from the Debtor's estate with such priority and at such time as this Court may

determine.

Dpetzasngeav



Motion for Leave to Appeal Page 576
-12-

29,  THIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order on not less than seven (7) days' notice to the Receiver and to any other party
likely to be affected by the order sought or upon such other notice, if any, as this Court may

order,
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SCHEDULE "A"
RECEIVER CERTIFICATE
CERTIFICATE NO.

AMOUNT §

1. THIS IS TO CERTIFY that BDO Canada Limited, the receiver (the "Receiver") of the
assets, undertakings and propetties of Sun Pac Foods Limited acquired for, or used in relation to
a business carried on by the Debtor, including all proceeds thereof (collectively, the “Property”)
appointed by Order of the Ontario Superior Court of Justice (Commercial List) (the "Court")

dated the __ day of , 20 (the "Order") made in an action having Court file number
_ -CL- , has received as such Receiver from the holder of this certificate (the "Lender")
the principal sum of § , being part of the total principal sum of $

which the Receiver is authorized to borrow under and pursuant to the Order.

2, The principal sum evidenced by this certificate is payable on demand by the Lendar with
interest thereon caleulated and compounded [daily]{monthly not in advance on the day
of each month] after the date hereof at a notional rate per annum equal to the rate of pet

cent above the prime commercial lending rate of Bank of from time to time.

3. Such principal sum with interest thereon is, by the terms of the Order, together with the
principal sums and interest thercon of all other certificates issued by the Receiver pursuant to the
Order or to any further order of the Court, a charge upon the whole of the Property, in priority to
the security interests of any other person, but subject to the priority of the charges set out in the
Order and in the Bankruptcy and Insolvency Act, and the right of the Receiver to indemnify itself

out of such Property in respect of its remuneration and expenses.

4, All sums p.ayable in respect of principal and interest under this certificate are payable at

the main office of the Lender at Toronte, Ontario.

5. Until all Hability in respect of this certificate has been terminated, no certificates creating
charges ranking or purporting to rank in priozity to this certificate shall be issued by the Receiver
to any person other than the holder of this certificate without the prior written consent of the

holder of this certificate.

Docit2860862v1



Motion for Leave to Appeal Page 578
2.

6. The charge securing this certificate shall operate so as to permit the Receiver to deal with

the Property as authorized by the Order and as authorized by any further or other order of the
Court.

7. The Receiver does not undertake, and it is not under any personal liability, to pay any

sum in respect of which it may issue certificates under the terms of the Order.

DATED the day of 20

BDO CANADA LIMITED, solely in its capacity
as Receiver of the Property, and not in its
personal capacity

Per:

Name:
Title: )

Dockz840868v1
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THIS I8 EXHIBIT “M” TO
THE AFFIDAVIT OF NATASHA SHARPE
~ SWORN BEFORE ME THIS 1§™
DAY OF APRIL, 2014

.

A Commissioner ete,

Doikeg 7690w
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Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN

SUN PAC FOODS LIMITED and LIQUIBRANDS INC.

‘Plaintiffs
and
< - 8527504 CANADA INC, and BRIDGING CAPITAL INC.
K Defendants
STATEMENT OF CLAIM
TO THE DERENDANT(S):

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the Plaintiff,
The Claim made against you is set out in the following pages.

IF YOU WISH TO DEFEND THIS PROCEEDING, you or an Ontario lawyer acting for
you must prepare a4 Statement of Defence in Forin 18A prescribed by the Rules of Civil Procedure,
serve it on the Plaintiff's lawyer or, where the Plaintiff does not have a lawyer, serve it on the
Plaintiff, and file it, with proof of service, in this court office, WITHIN TWENTY DAYS atter this
Statement of Claim is served on you, if you are served in Ontario.

If you are served in another province ov tettitory of Canada or in the United States of
America, the period for serving and filing your Statement of Defence is forty days, If you are
served outside Canada and the United States of America, the period is sixty days.

Instead of serving and filing a Statement of Defence, you may serve and file 4 Notice of
Intent to Defend in Form 18B prescribed by the Rules of Civil Procedure. This will entitle you to
ten more days with.in which to serve and file your Statement of Defence,



l““'
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IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MAY BE GIVEN
AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF
YOU WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO PAY LEGAL FEES,
LEGAL AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL AID
OFFICE.

Date  November 12, 2013 Tssued by (R L ivviili e
Local Registrar

Address of

cowt officer 393 University Avenue, 10th Floor
Toronto, Ontario
M5G 1E6

TO: Bridging Capital Inc.
77 King Street West
Suite 2025, P.O. Box 3 22
Toronto, Ontario
M3K. 1 K7

8527504 CANADA TNC,
BRIDGING CAPITAL INC.
77 King Sireet West

Suite 2923, P.C, Box 3 22
Torento, Ontatio

MS5SK 1 K7
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CLAIM

1. The plaintiffs claim: (State here the precise relisf claimed,)
(a)  the sum of $100,000,000.00 as general damages for breach of contract, breach of
fiduciary duty to the plaintiffs as de facto managers of Sun Pac Foods Limited and

wajver of tort; loss of goodwill and loss of firture economic value of Sun Pac Foods

Lirited as a going concern;
(b) the sum of $§500,000.00 as exemplary, aggravated and punitive damages;

(¢}  prejudgment interest in accordance with section 128 of the Courls of Justice Act,

R.8.0. 1990, c. C43, as amended;

(d)  postjudgment interest in accordance with section 129 of the Courts of Justice Act, -

R.3.0. 1990, ¢. C.43, as amended;
(e)  the substantial indemnity costs of this proceeding, plus all applicable taxes; and
64 such further and other Relief as fo this Honourable Court may seem just,

2. The plaintiff, Sun Pac Foods Limited (“Sun Pac”), is a corporation incorporated under the
laws of Ontario, kn.gwn for its production of fiuit juices, frozen juices, juice concentrates and other

beverage products in Brampton, Ontario, which are distributed throughout Canada, the U.S. and

the Caribbean,

3. The plaintigf Liquibrands Inc. (‘Liquibrands”), is a corporation incorporated under the

taws of Ontario which owns the shares of Sun Pac.
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4, The defendant, 8527504 Canada Inc. (““852"), is a corporation incorporated under the laws

of Canada and is in the private lending business,

5.+ Thedefendant, Bridging Capital Inc. (“BCI™), is a corporation incorporated under the laws

of Canada and is in the private lending business,

6. Sun Pac began negotiations with Canada’s largest food retailer in August, 2012 to
manufacture carbonated juice, sports drinks and soft drinks. Long and detailed negotiations

commenced and continued during the winter and into the spring of 2013,

7, Sun Pac required interim financing pending completion of the negotiations and approached

BCL

8. BCI made demand credit facilities available to Sun Pac on September, 2012 (the "Loan

Agreement™).

9. The plaintiffs gave security for the loan. Sun Pac machinery, accounts receivable,

equipment and collateral manufaeturing operations had a value of approximately $8,000,000.00.
10.  BCI assigred the Loan Agreement and Security to 852,

11.  Negotiation of the food retailer contract continued during the spring and summer of 2013
and resulted in a si gned agreement dated Séptamber 24,2013, The contract creates potential gross
revenue for Sun Pac in the amount of $250,000,000.00 and a five year exit value of approximately

$70,000,000.00

12.  Prior to cornpletion of the food retailer contract 852 demanded repayment of tndebtedness

owing under the September, 2012 and January, 2013 Loan Agreement from Sun Pac,
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13, 852 agreed to forbear enforcing its security pursuant to a Forbearance Agreement on
September 13, 2013 (the "Agreement"). The Agreement was entered into in anticipation of the
completion of the food retailer contract and a period of time for financing the purchase of

machinery to perform the food retailer contract through to December 6, 2013,

14.  On Septemmber 4, 2013, Sun Pa¢ owed the defendants $3,950,039.57, Sun Pac had no other

debt other than ordinary course trade supplier invoices,
15.  Liquibrands guaranteed $1,000,000,00 of Sun Pac debt,

16, 852 agreed to finance Sun Pac pending .completion of the food retailer contract
negotiations and agreed not to enforce its security prior to the earlier of December 9, 2013 or an

Event of Defanlt.
17. 852 extended Sun P;zc additional demand credit facilities consisting oft

(a)  Facility C: a demand non-revolving loan of Five Hundred Thousand Dollars

($500,000), and

(b)  Facility D: a demand non-revolving loan in the amount of up to 2 times EBITDA of
the Breaderumbs Division as determined by BDO Canada Transaction Advisory
Services, Inc. ('BDO") in its report dated September 25, 2013 to Sun Pac and 852

less the amount advanced to Sun Pag under the Facility C Loan.
18. 852 advanced the Facility C Yoan,

19.  Sun Pac signed the retailer supply contract on September 24, 2013. Sun Pac mef the

conditions for an advance on the Facility D loan on October 1, 2013,
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20,  OnOctober 1,2013 the gmount available under the Facility D loan was $1.1 million,

21, OnQctober 4, 2013 the defendants refused to advance the Facility D Loan, The defendants
knew or ought to have known acting reasonably that breach of their obligation to advance the
Facility D loan endangered the. continued operations of Sun Pac until it could arrange financing for
execution of the food retailer contract; close the sale of the Breaderumb Division and continne

operations in the ordinary course until December 6, 20113,

22, The defendants continued to take predatory interest on the Facility C loan of 36%
calculated on the daily outstanding balance, compounded menthly, not in advance and with no

deemed reinvestment of monthly payments,

23.  The Facility C Loan and the Facility D Loan were to be repaid the carlier of (i) the
Forbearance Termination Date; (ii) the sale of the Breadorumbs Division; and (ifi) demand being

made by 852, Repayment is not due,

24,  Sun Pac solictted interim financing to repay the defendants. The defendants refused to
postpone their secutity to facilitate the financing notwithstanding their failure satisfy their

obligation to fund the Faeility D loan,

25.  The defendants’ management used their lending position to take de facto confrol of Sun

Pac, Sun Pac’s manapgement inier alia;

(a) s restrained from entering agreements outside of the ordinary course of business,

except with the prior written consent of 852,
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(b)  must market and sell the croutons and breaderumbs division that manufactures and
produces products under the McDowell Ovens brand (the “Breadcrumbs
Division”);

(¢)  shall ot aceept any offer to purchase the Breadcrumbs Division without 852's prior

written approval and shall deliver to 852 any proceeds of sale;

(d)  shall not make any capita! expenditures without the prior written consent of 852 in

its sole discretion,;

(e) shall not encumber, sell, transfer, convey, lease or otherwise dispose of any of their
respective assets or property out of the ordinary course of business without the prior

written consent of 852;

() shall not suerender, terminate, repudiate or amend, vary or modify in a manner
adverse to 852 acting reasonably, any material contract with respect to their

respective business without the prior written consent of 852 ;

(g)  deliver a binding sale agreement for the sale of the Breadcrumbs Division, that is

acceptable to 852 by November 6, 2013; and

(h)  comyplete sale of the Breadcrumbs Division and payment to 852 by December 6,

2013.

26.  Liquibrandawas obliged on default to transfer the shares of Sun Pac held by Liquibrands

(the “Shares") to the defendants for $10.00,

27.  The defendants had discretion to withhold consent to any matters requiring their consent.
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28.  The defendants breached the Agreement with the plaintiffs by refusing to fund the Pacility

D loan,

29.  Notwithstanding their default under the Agreement the defendants’ management became
de facto directors of Sun Pac and directed Sun Pac’s operations solely in the defendants’ interests
in bad faith contrary to the defendants’ contractual obligations, the reasonable expectations of the

parties and commercially reasonable conduct.

30. It was within the reasonable contemplation of the parties at the time the Agreement was
gxecuted that if the defendants breached their obligations to fund the Facility D loan Sun Pac
would be unable to find replacement financing to perform the retail contract; unable to continue ag
a going concern and unable to sell the Breaderumb Division by December 6, 2013 to satisfy the

defendants’ loan.

31, VIt was within the reasonable contemplation of the parties at the time the Agreement was
executed that if the defendants breached their obligations to fund the Facility I loan the value of
Liguibrands Inc. shares in Sun Pac would be negligible and Liquibrands Ine. would lose

approximately $70,000,000.00 of exit vatue for Sun Pac in five years,

32,  The Agreewment granted the defendants authority and powers to demand and receive
confidential business, operations and financial information about Sun Pac not otherwiss available
to any but dirsctors;, officers and confidential advisers of a corperation. The Agreement gave the
defendants the ability to’harm Sun Pac by its breach of the agreement to fund, to devalue
Liquibrands shares of Sun Pac and exploit Sun Pac’s business affairs in their own interests and

contrary to the intewests of Sun Pac,
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33,  The plaintiffs plead that the defendants demand for and use of confidential business and
operations information and the exercise of powers granted the defendants in the Forbearance

A greement created a fiduciary relationship between the defendants and plaintiffs in that:

(a)  The defendants were aware that their financing was intended to bridge the period
between the commencement of negotiations of the food retailer contract and the

commencement of operations to fulfill the contract;

{b)  The defendants were aware that financing was required to provide working capital
for Sun Pac pending permanent financing for the execution of the food retailer

contract;

(¢)  The defendants demanded and received confidential business information and

controlled the use of funds advanced while retaining predatory financing charges;

(d}  The defendants knew that failure to fund the Facility D loan or postpone seourity

for alternative interim financing would cause irreparable damage to the plaintiffs;

(¢)  The defendants had and exercised daily management decision making powers to
limit the ability of Sun Pac to carry on business other than in the interest of the

defendants,

(f)  The defendant knew that alternative financing was impossible without the

defendants cooperation and agreement;

(g)  Thedefendants knew that Sun Pac was vulnerable to firancial impaivment failing

the advance of the Facility 1D loan or pastpone of security for take out financing,
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34,  The plaintiffs perfonnéd their obligations and provided the defendants with daily and
weekly confidential operating financia! information, real time information on the negotiation of
the contracts for sale of the Breadcrumb Division, financing proposals to third parfies containing
business plans and revenue expectations, and every other business, ﬁmcial and operating record

in the company.

35,  The defendeants unjustly enriched itself by wrongfully abusing of their rights as a lender
and ignoring their contractual obligations and in equity and good conscience defendants should not

be permitted to retain that by which it has been enriched by such abuse,

36,  The defendants owed the plaintiffs a duty of honesty and good faith in the performance of
the Agreement, in funding the Facility D loan and facilitating the financing necessary to repay the

defendants and perform the retail food contract.

37.  The plaintiffs put their trust and faith in the defendants to perform their obligations under
the lending agreemment reasonably, honestly and in good faith; to not perform their obligations in a
fashion that eviscerated the very purpose of the Agreement and to use confidential business,
operations and fin ancial information only for the purpose for which it was provided, in particular
to monitor the exe<cution of the retail contract, the sale 6f the Breaderumb business and refinancing

Sun Pac with long term financing.

38.  Thedefenclants breached their duty of fair dealing and good faith in the performance of the
contract in that th ey failed fo act reasonably in asserting their rights under the Agreement and
exercised their rights for collateral purposes contrary to the reasonable expectations of the parties
and in particular the plaintiffs and in pursuing unforeseen commercially unreasonable conduct

even for a predatoxsy lender,
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39.  The defendants took over management and control of the plaintiffs.and compelled the
company to operate solely in the interests of the defendants for the realization of its security
notwithstanding the plaintiffs were not in default of the loan agreement and the defendants

defaulted in providing the very financing necessary to facilitate the continued success of Sun Pac,

40, The plaintiffs plead that thel defendants breached their contract in bad faith; and that in the
circumstances of the refationship between the parties, the purpose of the Agreement; the disclosure
of confidential information to the defendants; the defendants obligations under the Agresment, the
impediments caused by the defendants to refinancing and the failure fo fund the Facility D loan
absence of defaul t under the Agreement, the defendants breached a fiduciary duty to the plaintiffs

arising from the special relationship ¢reated by the Agreement,

41,  As aresult of the defendants’ breach, the plaintiffs are unable to sell the Breadcrumbs
Division, or start and complete the food retailer contract, and have and will suffer damages as

herein claimed in loss of revenue to Sun Pac and loss of profits and dividends to Liquibrands Inc.

42,  The plaintiffs propose that this action be tried in Toronto, Ontario,
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WIRES JOLLEY LLP
Barristers and Solicitors
90 Adelaide Street West
Suite 200

Teronto, Ontario

MSH 3V9

David B. Wires {18017P)
Emall:  dewirea@wiresjoileylip.com
Tel: (416} 366-4006

Krista Bulmer (52198H)

Email:  kbulmer@wiregjollayllp.com
Tel:  (416) 366-6516

Tel:  (416) 366-0000
Fax:  (416) 366-0002

Lawyers for the plaintiffs
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THIS IS EXHIBIT“N” TO
THE AFFIDAVIT OF NATASHA SHARPE
SWORN BEFORE ME THIS 1™

DAY, OF APRIL, 2014

A Commissioner etc,

Dac#z976390v]
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5000 YONGE STREET, 10TH FLOOR, TORONTO, CANADA M2N 789
wivw,chaitons.corm

REPLY TOQ: HARVEY G, CHAITON

FILE NO.: 48398

DIRECT: 416-218-1129

FAX: 416-218-1849
EMAIL; harvey@ehaitons.com

April 7, 2014
VIA REGISTERED MAIL

Liquibrands Inc.
365 Bay Street, Suite 800
Toronto, ON MSH 2V1

Attention: Csaba Reider, President

Rer  Indebtedness of Liquibrands Inc. (“Liquibrands”) to Bridging Capital Inc., as
assigned to 8527504 Canada Inc. (the “Lender”)

Dear Mr, Reider,
As you know, we are the lawyers for the Lender in connection with this matter,

We refer to the Guarantee and Postponement Agreement dated October 1, 2012 (the
“Guarantee™). Pursuant to the Guarantee, Liquibrands guaranteed payment of all of the
indebtedness and liabilities of Sun Pac Foods Limited (“Sun Pac™) to the Lender to the
meximum prineipal amount of $1,0 million plus interest and costs. We also refer to the
Forbearance A greement dated September 11, 2013 (the “Forbearance Agreement”).
Pursuant to the Forbearance Agreement, Liquibrands confirmed that it did not dispute its
liability on any basis whatsoever under the Guarantee, and that the Guarantee was binding
on it and is valid and enforceable against it in accordance with its terms.

The indebtedness under the Guarantee is secwred by, infer alia, a General Security
Agreement dated October 1, 2012,

According to our client’s records, Sun Pac is indebted to the Lender as at April 4, 2014 in
the amount of $3,440,539.80 for principal, interest and fees, plus costs.

The Lender herby declares the entire principal amount of $1.0 million owing by
Liquibrands to the Lender under the Guarantee to be immediately due and payable, Unless
the total princip al amount owing as aforesaid together with accrued interest and legal costs
actually incurre< to the date of payment or satisfactory arrangements therefor are made
forthwith, the Lender shall take such steps as it deems necessary or advisable to recover
payment of Liquuibrands’ indebtedness to it.

Doc#2971440v2
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Enclosed please find the Lender’s Notice of Intention to Enforce Security, which is served
upon Liquibrands pursuant to section 244(1) of the Bankruprey and Insolvency Act
{Canada).

Govern yourself accordingly,

Yours truly,
HAITONS LLP

ot

Harvey ¢, Chaiton
PARTNER

Enclosure

Co: 8527504 Canada Inc. (via e-mail)
David Wires, Wires Jolley LLP (via e-mail)

Doc#2871440v2
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NOTICE OF INTENTION TO ENFORCE A SECURITY
(given pursuant to section 244 of the Bankruptcy and Insolvency Act)

To:  Liquibrands Inc., an insolvent person

Take notice that;

8527504 CANADA INC., a secured creditor, intends to enforce its security on all of the
property, assets and undertaking of Liquibrands Ine.

The security that is to be enforced is in the form of a General Security Agreement dated
October 1, 2012 (collectively, the “Security”).

The total principal amount of indebtedness secured by the Security as at April 4, 2014 is $1.0
million, plus interest and costs,

The secured creditor will not have the right to enforce the Security until after the expiry of
the 10-day period following the sending of this notice, unless the insolvent person consents
to an earlier enforcement,

DATED at Toronto, this 7™ day of April, 2014,

8527504 CANADA INC.,,
by licitors Chaitons LLP

Per: |
| HARVEY\G. CHAITON

Doc#2971475v1
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THIS I§ EXHIBIT “0” TO
THE AFFIDAVIT OF NATASHA SHARPE
SWORN BEFORE ME THIS 14
DAY OF APRIL, 2014

A

A Commlissioner efe,

‘PocHRIcan0N
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Court File No.
ONTARIO
SUPERIOR CQURT OF JUSTICL
{(COMMERCIAL LIST)
BETWEEN;
8527304 CANADA INC.
Applicant

~and -

LIQUIBRANDS INC,
Respondent

APPLICATION UNDER Section 243 of the Bankruptey and Insolvency Aet, R.8.C. 1985, ¢. B-
3, and Section 101 of the Courts of Justice Act, R.8.0. 1990, ¢. C.43.

CONSENT

BDO Canada Limited hereby consents to its appointment as receiver of the property,
assets and undertakings of the Respondent substantially in accordance with the terms ol the dralt

Order included with the application record herein.

BDO CANADA LIMITED

Per: ‘mj/\

Rz 7 Ot W-F4M
PRES LD ENT .
I have authority to bind the corporation.

Dock2B80660v2
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