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Court File No. CV-20-00637427-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

LIQUID CAPITAL EXCHANGE CORP.
Applicant

and
1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA
INC., DAVID TAYLOR, REUBEN KARY BYRD and DAVID
CARPENTER
Respondents
APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND
INSOLVENCY ACT, R.S.C. 1985, C.B-3, AS AMENDED AND SECTION 101 OF
THE COURTS OF JUSTICE ACT, R.S.0. 1990, C.C-43, AS AMENDED
NOTICE OF MOTION
Morgan & Partners Inc. (“MPI”) , in its capacity as Original Receiver (in such capacity, the
“Receiver”), without security, over all of the assets, undertakings and properties 1635536
Ontario Inc. o/a Versitec Marine & Industrial and Versitec Marine USA Inc. (collectively the

“Versitec Group”), will make a motion to a Judge presiding at the Commercial List on a

date to be fixed by the Court .

PROPOSED METHOD OF HEARING:
O In writing under subrule 37.12.1(1) because it is made without notice;
O In writing as an opposed motion under sub rule 37.12.1 (4);

O In person;



O By telephone conference;

B By video conference.

at the following location: 300 University Ave, Toronto

THE MOTION IS FOR:

l.

An Order granting leave to withdraw the Response Affidavit of John Morgan sworn 10
January 2022, the Form 35 Acknowledgment of Expert’s Duty of John Morgan and
certain supplementary information correcting the 10 January 2022 Affidavit as contained
in 8 April, 2022 correspondence from Paliare Roland LLP, counsel for Reuben Byrd to

Torkin Manes LLP counsel for Liquid Capital Exchange Corp.

An Order for an extension of time to vary the 12 February 2021 Order of the Honourable
Mr. Justice Koehnen discharging Morgan & Partners Inc. as Original Receiver of the
assets and undertaking of 1635536 Ontario Inc. O/A Versitec Marine & Industrial,
Versitec Marine Holdings Inc., and Versitec Marine Usa Inc., for the limited purpose of
permitting Morgan & Partners Inc. to file a Second Report, and if such extension of time

is granted;

. An Order varying the 12 February 2021 Order of the Honourable Mr. Justice Koehnen

discharging Morgan & Partners Inc. as Original Receiver of the assets and undertaking
of 1635536 Ontario Inc. O/A Versitec Marine & Industrial, Versitec Marine Holdings

Inc. and Versitec Marine USA Inc., for the limited purpose of permitting Morgan &



Partners Inc. to file a Second Report;

4. An Order granting leave to substitute an unsworn Receiver’s Second Report of Morgan

& Partners Inc.;

5. Should such orders for leave be granted, an Order striking the 25 April 2022 Reply

Affidavit of Jonathan Brindley;

6. In the alternative, should such orders for leave be granted, an Order striking the
allegations in the 25 April 2022 Reply Affidavit of Jonathan Brindley as against John

Morgan and Morgan & Partners Inc.;

7. An Order for directions whether John Morgan and MPI may release operational

documents and financial information acquired in the administration of the Original

Receivership to a substitute expert witness to be engaged on behalf of Reuben Byrd for

the purpose of such expert preparing a report and giving evidence in response to the

summary judgment motion of Liquid Capital Exchange Corp. as against Reuben Byrd;

8. An Order for costs as against any interested party opposing the relief sought; and

9. Such further orders and directions as may be just.

THE GROUNDS FOR THIS MOTION ARE:



. This Motion arises from the Receivership of the Respondents 1635536 Ontario Inc. O/A
Versitec Marine & Industrial, Versitec Marine Holdings Inc. and Versitec Marine USA
Inc. (collectively the “Versitec Respondents”) on the application of Liquid Capital

Exchange Corp. (“LCX”).

. John Morgan ( “Morgan”) is the principal and president of Morgan & Partners Inc. (
“MPI”) the initial receiver in this Application (the “Initial Receiver”) and was
responsible for the administration by MPI of the Initial Receivership of the Versitec

Group.

. The Versitec Group, an international seller and distributor of marine propeller shaft seals,
obtained factoring financing of the Versitec Group’s customer receivables from LCX.
The obligations of the Versitec Group to LCX were guaranteed by the principals of the

Versitec Group, including Reuben Byrd.

. LCX primarily relied for the purposes of conducting its commercial relationship with the
Versitec Group on two contracts, one being a Purchase and Sales Agreement made 21
June 2017 (the “Factoring Agreement”) and the other being a Forbearance Agreement

executed 25 April 2019 (the “Forbearance Agreement”).

. As described more fully in the Factoring Agreement and the Forbearance Agreement,

LCX deducted and retained for its own benefit a discount fee on account of each



receivable invoiced to customers of the Versitec Group and had contractual liberty to
deduct a reserve which only was repaid to the Versitec Group when the underlying

invoice was fully paid.

. MPI was appointed the Initial Receiver of the Versitec Group by the order of Justice C.
A. Gilmore pronounced 9 March, 2020. This Order included a provision that no
proceedings be commenced against the Receiver without the Receiver’s consent or with

the leave of the Court.

. Issues have subsequently arisen whether LCX fully disclosed material facts in its
application for the appointment of a receiver and whether LCX was at the time of the

initial appointment and subsequently, a creditor or debtor of the Versitec Group.

. No evidence has been presented by LCX that in the course of administering the Factoring

Agreement and the Forbearance Agreement:

a. LCX received payment of receivables directly from Versitec Group customers,
without factoring such payments or otherwise accounting to the Versitec Group for
such payments (the “Unfactored Receivables™);

b. for some payments from Versitec Group customers which were factored, LCX
charged penalties on certain receivables which were paid within time;

c. LCX charged excessive penalties on aged receivables; and

d. in charging reserves to the account of Versitec Group, LCX made adjustments for

conversion or fraud by the Versitec Group or its customers alleged by LCX without



substantiation (which penalties and adjustments are hereinafter referred to as “Adjusted

Reserves™).

9. [Issues arose between LCX and MPI as to its conduct of the Receivership, particularly:

a) whether the business of the Versitec Group was to be conducted as a going
concern, or was to be sold under supervision of the Court; and

b) whether LCX’s administration of Unfactored Receivables and Adjusted Reserves

resulted in LCX being a creditor or debtor of the Versitec Group.

10. It was decided in the interests of all parties that a substitute receiver be appointed. MPI
prepared a limited First Report in support of its motion for a substitute receiver. Morgan
never agreed to certify or to provide an opinion on behalf of MPI as to the accuracy of the
amount claimed by LCX as against the Versitec Group. The differences between LCX and
the Receiver as to the calculation of the state of accounts as between LCX and the Versitec

Group were overtaken by events.

11. In its First Report, MPI did not comment on the Unfactored Receivables or Adjusted
Reserves. Because this First Report was for the limited purpose of supporting MPI’s motion
for the appointment of a Substitute Receiver, and LCX was not seeking judgment against the
individual Respondents on their guarantees. The First Report did not address the differences
between LCX and MPI as to the calculation of the state of accounts as between LCX and

Versitec Group.



12. BDO Canada Limited was appointed substitute receiver by the 12" February, 2022
Orders of Justice Koehnen. One of these orders reserved the approval of certain steps taken
by MPI in the payment of expenses and settlement of litigation. MPI therefore has a

continuing status as a Receiver.

13. After the sale of the Versitec Group business as approved by this Court, there was a

continuing debt alleged by LCX as against the Versitec Group.

14. LCX by Notice of Motion dated 18 November 2021 moved for, among other relief,
summary judgement as against Byrd on the personal guarantee he had given to LCX in
respect of the Versitec Group’s obligations to LCX. This motion is being opposed by

Byrd.

15. Morgan first became aware of the existence of LCX’s summary judgment motion
through being contacted by Byrd about 27 November 202 1. Byrd requested, and Morgan
agreed, to provide response expert affidavit evidence in support of Byrd’s position that
at the time of the receivership, LCX was in fact indebted to the Versitec Group and

therefore he was not obligated on his guarantee to LCX.

16. Morgan then prepared an analysis of the accounts as between LCX and the Versitec
Group and prepared a report of 8 January, 2022, which is an Exhibit to his Affidavit of 10
January, 2022. This Affidavit and Morgan’s Acknowledgement of Expert’s Duty has been

served and filed.

10



17.

18.

19.

20.

21.

At the time Morgan prepared thelO January, 2022 Affidavit and its Supplementary
Information, Morgan had not requested or obtained legal advice as to his standing as
principal of the Receiver to give expert affidavit evidence on behalf of Byrd as a

Respondent in this Application adverse in interest to the Applicant LCX.

Morgan was not aware of the full nature and amount of LCX’s indebtedness to the
Versitec Group until he performed his analysis in December 2021. Morgan apprehend
that as of 4 March, 2020, at the inception of the Receivership motion, LCX was in fact

indebted to the Versitec Group in the amount of $228,941.55.

Morgan and MPI have a continuing professional responsibility to report to the Court
material non-disclosure by participants in the receivership process and to report to the
Court relevant financial transactions which are noncompliant with generally accepted

accounting standards.

On Morgan’s subsequent review of the 8 January 2022 Report, Mr. Morgan detected
errors in the calculation of certain accounts as between LCX and the Versitec Group.
Morgan has provided analyses of recalculated amounts to Byrd’s counsel Paliare Roland.

Paliare Roland communicated these corrections to LCX’s council on 8 April, 2022.

The principal of LCX , Jonathan Brindley, then swore an affidavit of 25 April, 2022
which contains numerous allegations against Morgan and MPI in their administration of

the Initial Receivership.

11



22.

23.

24.

25.

26.

27.

LCX has not sought or obtained leave to commence any proceedings against Morgan or

MPLI.

Since being served with the 25 April, 2022 Brindley Affidavit, MPI and Morgan have
obtained independent legal advice. Morgan and MPI claims solicitor-client privilege

over such advice.

Morgan and MPI now take the position that as the principal of a court-appointed
receiver, and MPI as court-appointed receiver, both lack standing to adduce expert
affidavit evidence on behalf of a Respondent to this Application who is adverse in
interest to the Applicant. In the circumstances, MPI and Mr. Morgan made an error in

judgment in agreeing to give expert affidavit evidence on behalf of Byrd.

Byrd does not intend to rely on MPI’s 8 January 2022 Report or Morgan’s 10 January

2022 Affidavit.

Byrd is not taking any position whether Morgan’s 10 January 2022 Affidavit and the

Supplementary Information should be withdrawn.

MPI has not been paid for Morgan’s work in preparing the 8 January 2022 report and 10
January 2022 Affidavit. MPI withdraws its 12 January 2022 invoice. Morgan and MPI

undertake not to seek payment from Byrd or his company. Morgan and MPI reserve the

12
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right to seek payment for their analysis in preparing the proposed Supplementary Report.

28. Leave may be given to withdraw evidence given under mistake of law.

29. The 25 April, 2022 affidavit of Jonathan Brindley, and particularly its allegations as

against Morgan and MPI, is vexatious and an abuse of process in that it has been

delivered before leave has been sought and obtained to commence proceedings against

Morgan and MPI.

30. It is in the interests of justice that the relief sought be granted.

31. Rules 3.02, 25.11, 37, 38.12 and 59.06(2) of the Rules of Civil Procedure.

32. Sections 246(2) 249 and 250 of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-

3.

33. Rule 3 of the Bankruptcy and Insolvency General Rules, C.R.C., c. 368.

34. such further and other grounds as counsel may advise and this Honourable Court may

permit.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the



l.

motion:
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30 August 2022 Affidavit of John Morgan; and

2. Such further evidence as the Receiver may adduce and this Honourable Court receive.
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Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

LIQUID CAPITAL EXCHANGE CORP.
Applicant

and

1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC.,
DAVID TAYLOR, REUBEN KARY BYRD and DAVID CARPENTER

Respondents

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND
INSOLVENCY ACT, R.S.C. 1985, C.B-3, AS AMENDED AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, C.C-43, AS AMENDED

Affidavit of JOHN HOWARD DEANE MORGAN

I, JOHN HOWARD DEANE MORGAN, of the Town of Gravenhurst in the District of
Muskoka MAKE OATH AND SAY:

Introduction

1. Tam the principal and president of Morgan & Partners Inc. (“MPI”), the initial receiver
in this Application (the “Initial Receiver”). I was responsible for the administration by
MP]I of the initial Receivership of the Respondents 1635536 Ontario Inc. o/a Versitec
Marine & Industrial, Versitec Marine Holdings Inc. and Versitec Marine USA Inc. (the

“Versitec Group” ).

20



2.

I have personal knowledge of the facts to which I depose in this affidavit from my work
with MPL. Where 1 do not have personal knowledge, I indicate the source of my

information and I believe all such facts as related herein to be true.

I am swearing this afﬁdavit in connection with a motion for leave to withdraw my
affidavit sworn 10 January 2022 and my Form 35 Acknowledgment of Expert’s Duty
that have been delivered on behalf of Reuben Byrd (“Byrd™) in response to a a motion
for summary judgement brought by LCX against Reuben Byrd in respect of his guarantee

to LCX of the Versitec Group’s indebtedness and for other relief.

In this affidavit I refer to certain affidavit evidence given in this Application by Jonathan
Brindley (“Brindley”) on behalf of the Applicant Liquid Capital Exchange Corp.
(“LCX”). In referring to such affidavit evidence by Brindley, I do not affirm or adopt
the completeness or accuracy of the contents of such affidavits, except as I specifically
refer to in this Affidavit. I refer to the affidavit evidence of Brindley for the purposes of
giving evidence in support of this motion and to assist the court in the administration of

the Receivership.
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3

Nondisclosure in Receivership Application

5. I have read the 4 March, 2020 Brindley Affidavit delivered in support of LCX’s
Application for the appointment of MPI as Receiver of the Versitec Group. From my reading
of that Affidavit and information which Brindley provided me in the course of the
Receivership administration, I verily believe that LCX primarily relied for the purpose of
conducting its commercial relationship with the Versitec Group on two contracts, one being
a Purchase and Sale Agreement madé 21 June, 2017 (the “Factoring Agreement”) and the
other being a Forbearance Agreement executed 25 April, 2019 (the “Forbearance
Agreement”) each between LCX and the Versitec Group. A copy of the Factoring
Agreement is attached as Exhibit “D” to the 4 March, 2020 Brindley Affidavit. A copy of the
Forbearance Agreement is attached as Exhibit “Q” to the 4 March, 2020 Brindley Affidavit.
A true copy of the 4 March 2020 Brindley Affidavit is attached as Exhibit “A” to this

Affidavit.

9. As described more fully in the Factoring Agreement and the Forbearance Agreement,
LCX deducted and retained for its own benefit a discount fee on account of each receivable
invoiced to customers of the Versitec Group and LCX had contractual liberty to deduct a
reserve which only was repatriated by LCX to the ownership of the Versitec Group when the

underlying invoice was fully paid.
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4-

10. The 4 March, 2022 Brindley Affidavit does not contain any evidence that in the course

of administering the Factoring Agreement and the Forbearance Agreement:

a) LCXreceived payment of receivables directly from Versitec Group customers, without
factoring such payments or otherwise accounting to the Versitec Group for such
payments ( the “Unfactored Receivables”);

b) for some payments from Versitec Group customers which were factored, LCX charged
penalties on certain receivables which were paid within time;

¢) LCX charged excessive penalties on aged receivables;

d) in charging reserves to the account of Versitec Group, LCX made adjustments for
alleged conversion or fraud by the Versitec Group or its customers; and

e) LCX alleged such conversion and fraud without substantiation (which penalties and

adjustments are hereinafter referred to as “Adjusted Reserves”).

11. The methodology and detailed analysis of the accounts as between LCX and the Versitec
Group which I have performed are described in the proposed Second Report for which MPI

seeks leave to file as described and shown as Exhibit “F’ to this Affidavit.

12. 1 was not aware of the full nature and amount of LCX’s indebtedness to the Versitec
Group until I performed in December 2021 the analysis which forms the basis of my 10

January, 2022 Affidavit and as is stated in the Exhibit “N” Second Report for which MPI

23



seeks leave to file.

13. As aresult of the analysis of accounts as between LCX and the Versitec Group which
I have conducted, MPI and I have grounds to apprehend and verily believe that as of 4
March, 2020, LCX was in fact indebted to the Versitec Group in the amount of $

228,941.55.

14. The 4 March 2020 Brindley Affidavit does not disclose that as of the date of that
Affidavitand LCX’s application for the appointment of a receiver of the Versitec Group, that
LCX was in fact indebted to the Versitec Group in the amount of $ 228,941.55 or in fact that

LCX was indebted to the Versitec Group in any amount.

15. I have held a Chartered Accountancy designation since 1980, and I obtained my
designation as a Chartered Insolvency and Restructuring Professional and bankruptcy trustee
license in 1995. In 2001, I received a designation as a Certified Fraud Examiner and a

designation in Certified Business Management.

16. From my understanding of the applicable rules of professional conduct of my

professional regulators, I verily believe that I have a continuing prbfessional responsibility -

to report to the Court material nondisclosure by participants in the receivership process and
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-6-
to report to the Court relevant financial transactions which are noncompliant with respect to

generally accepted accounting standards.

17. Thé rules of professional conduct on which I rely are:

a) Section 13.2.4 of the Canadian Association of Insolvency and Restructuring Professionals
Standards of Professional Practice which provides: “the Members should advise the Debtor
that any information given by the Debtor to the Member may be disclosed to the court and
the creditors.”; and

b) Rule 5 of the Canadian Association of Insolvency and Restructuring Professionals Rules
of Professional Conduct which provides: “Members shall not sign or associate with any
letter, report, statement, representatioﬁ or financial statement which they know, or should

know, is false or misleading.”
Administration of Receivership

18. A true copy of the 9 March, 2020 Order appointing MPI as Receiver of the
Versitec Group is attached as Exhibit “B” to this Affidavit. This order provides at paragraph
8: “THIS COURT ORDERS no proceeding or enforcement process in any court or tribunal
premises, ( a “Proceeding”), shall be commenced or continued against the Receiver except

with the written consent of the Receiver or with leave of this Court”.

25



7-
19. As more fully set out in the First Report of the Receiver, a true copy of which is attached
as Exhibit “C” to this Affidavit, MPI began the administration of the Receivership by
identifying and securing the assets of the Versitéc Group, directing all receivables into trust
accounts maintained by MPI in the United States and Canada and continuing the business
operations of the Versitec Group as a going concern. Based on MPI’s inventorying of assets
and information I received from Versitec Group management, during the first months of the
Receivership I had reasonable grounds to believe that with rationalization of operations and
appropriate cash flow management, any obligations of the Versitec Group to LCX and other
creditors could be satisfied through continuing Versitec’s business of the international sale
and distribution of marine propellor shaft seals and administration of the Versitec Group’s

receivables and that a sale of the Versitec Group businesses would not be necessary.

20. In these circumstances, my efforts were concentrated on the preservation of assets
and the conduct of the Versitec Group’s business as a going concern rather than on a forensic

audit and analysis of Unfactored Receivables and Adjusted Reserves.

21. At the request of LCX, I did conduct a review of the amount of Factored
Receivables owing from the Versitec Group to LCX during the forebearance period under
the Forbearance Agreement. I compared the amount of Factored Receivables in the financial

records of both LCX and the Versitec Group and concluded that such amounts matched or
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were reconcilable. I did not at the time conduct an audit or analysis of the Unfactored
‘Receivables and Adjusted Reserves. My comparison of the gross amount of Factored
Receivables was the basis of the comment at paragraph 54 of MPI’s First Report that as of

October 19, 2020, the Receiver was satisfied with LCX’s calculation.

22.  Early in the Receivership, LCX requested that MPI release to LCX upon receipt, any

Versitec accounts receivables which had been purchased by LCX but remitted to Versitec.

23. Because MPI needed to account to LCX for those amounts of Versitec’s
Receivables that were subject of a reserve to be taken by LCX, I needed to review LCX’s
calculation of its reserve for each transaction for the purpose of the Receiver remitting
recognized reserves to LCX. During the administration of the initial Receivership, of the
$650,380.16 asserted by LCX to be owing from the Versitec Group, the Receiver only

approved the release to LCX of $60,000.

24, As a result of my review of LCX reserves claimed for particular transactions,
beginning in September 2020 I began to have reservations whether LCX’s calculation of

such reserves was consistent with the Factoring Agreement or the Forbearance Agreement

or was justified on the basis of available information. I am advised by Calvin Ho of Lashley

Reed, the Receiver’s counsel and verily believe, that in September 2020 he initiated inquiries

27



9-
to Stewart Thom of Torkin Manes LLP, LCX’s counsel concerning the amounts of
Unfactored Receivables received by LCX and the factual bases on which Adjusted Reserves
were calculated by LCX. Despite my repeated inquiries of LCX, I only received a

substantive response to my initial inquiries on December 4, 2020.

25. Despite pressure asserted on me by Jonathan Brindley and Stewart Thom, counsel
for LCX, I never agreed to certify or to provide an opinion on behalf of MPI as to the

accuracy of the amount claimed by LCX as against the Versitec Group.

26. As more fully discussed in paragraph 57 of MPI’s First Report, from the beginning of
January, 2021 the Versitec Group’s cash flow began to decrease significantly due to
operating restrictions on customers from the COVID -19 pandemic. This raised the issue
whether the Versitec Group could continue in business as a going concern or whether the
sale of that business would then be appropriate. I was pressured by Jonathan Brindley, and
verily believe, that LCX’s position and objective was that the business of the Versitec Group

be sold.

217. Because of the allegations made by LCX against me and MPI concerning the
administration of the Receivership and because of the differences between LCX and the

Receiver whether a sale of the Versitec Group business was desirable, I considered it to be
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in the best interest of all parties that a substitute receiver be appointed. The differences
between LCX and the Receiver as to the calculation of the state of accounts as between LCX

and the Versitec Group were overtaken by these events.

28. MPI, by its solicitors made a motion to the Commercial List for the substitution of the
Receiver. I prepared on behalf of MPI a First Report of the Receiver. Paragraph 2 of this
Report states: “The purpose of this Report is to summarize and seek approval of limited
activities of the Receiver from the date of its appointment through to present, and to provide
background inrespect of'a substitution of the Receiver on consent.” Because this First Report
was for the limited purpose of supporting MP1’s motion for the appointment of a Substitute
Receiver, and LCX was not at the time secking judgment against the individual Respondents
on their guarantees, the First Report did not address the differences between LCX and MPI
as to the calculation of the state of accounts as between LCX and the Versitec Group. In
particular, the First Report did not address the differences between LCX and MPI on the

issues of the Unfactored Receivables and the Adjusted Reserves.

29. A true copy of 12 February, 2021 Order in this Application of Justice Koehnen

(Appointing Substitute Receiver) is attached as Exhibit “ D” to this Affidavit. This Order

substituted BDO Canada Limited as Substitute Receiver of the Versitec Group for MPI.
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30. A true copy of the 12" February, 2021 Order in this Application of Justice
Koehnen [Substitution of Receiver and Approval of Sale Process ] is attached as Exhibit “E”
to this Affidavit. This order discharged MPI as Receiver and provides at paragraph 2: “THIS
COURT ORDERS that the activities of the Receiver, as set out in the First Report are
hereby approved, except for the Receiver’s activities in relation to the litigation settlements
described in the First Report and any payments made by the Debtors or authorized by the
Receiver during the period of the Receiver’s appointment or in relation to the litigation
settlements.” I therefore verily believe that MPI has a continuing obligation to report to the

Court concerning the matters reserved by the operation of paragraph 2 of that Order.

31. MPI respectfully seeks leave to submit to and file with the Court an unsworn

Second Receiver’s Report in the form attached as Exhibit “N” to this Affidavit.
Subsequent Events

32. From my review of the proceedings in this Application, LCX by Notiée of Motion
dated 18 November 2021 moved for, among other relief, summary judgement as against
Byrd on the personal guarantee he had given to LCX in respect of the Versitec Group’s
obligations to LCX under the Forebearance Agreement. A true copy of the Notice of Motion

1s attached as Exhibit “G” to this Affidavit.
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33. I first became aware of the existence of LCX’s summary judgment motion
through being contacted by Byrd about 27 November 2021. Byrd requested, and I agreed, to
provide response expert affidavit evidence in support of Byrd’s position that at the time of
the receivership, LCX was in fact indebted to the Versitec Group and that therefore he was

not obligated on his guarantee to LCX.

34. I'therefore prepared areport dated 8 January, 2022 analysing the state of accounts
as between LCX and the Versitec Group. I signed a Rule 53 Acknowledgement of Expert’s
Duty and swore an affidavit deposing as to the circumstances of the MPI’s First Report and
my 8 January 2022 report on 10 January, 2022. A true copy of my 10 January, 2022
Affidavit is attached as Exhibit “H”. I am advised by Jerry Larry of Paliare, Roland,
Counsel of record for Byrd, and verily believe, that Paliare Roland has served and filed my

10 January, 2022 Affidavit and Acknowledgement of Expert’s Duty in this Application.

35. On my subsequent review of my 8 January, 2022 Report, I detected errors in
calculation of certain accounts as between LCX and the Versitec Group. I provided analyses
ofrecalculated amounts to Paliare. Roland; I'am advised by Danielle Glatt of Paliare Roland,
and verily believe that she wrote counsel for LCX on 8 April, 2022, enclosing my revised
analysis and a correction to my 10 January 2022 Affidavit.. A true copy of Ms. Glatt’s 8

April, 2022 letter with my enclosures is attached is Exhibit “I”. I refer to Exhibit “I” below
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as the “Supplementary Information”.

36. Apart from the communications, external correspondence and court record to
which I refer to in paragraphs 33 to 35 inclusive of this affidavit, and the external
correspondence between ROUTE Transport & Trade Law and Paliare Roland attached as
Exhibits ‘I’ and “M’ to this Affidavit, MPI and I claim common interest privilege and

litigation privilege over all other communications between myself, Byrd and Paliare Roland.

37. At the time I was retained on behalf of Byrd and at the time I prepared my 10
January, 2022 Affidavit and its Supplementary Information, I had not obtained or requested
legal advice as to my standing as principal of the Receiver to give expert affidavit evidence
on behalf of Byrd as a Respondent in this Application adverse in interest to the Applicant

LCX.
Allegations against Initial Receiver

38. During the course of communications between myself and Jonathan Brindley from
June, 2020, Jonathan Brindley made various allegations against me and MPI concerning the
admunistration of the Receivership as more fully described in the 25 April, 2022 Brindley

Affidavit, a true copy of which is attached as Exhibit “J”” to this Affidavit. MPI and I do not

32



-14-
admit, accept or affirm such allegations. LCX has not at any time to the date of this
Affidavit sought leave to commence legal proceedings against myself or MPI. MPI and I
have full answer and defence to each and every one of the allegations made against myself

and MPI in the 25 April, 2022 Brindley Affidavit.

39. Irespectfully seek leave to withdraw my 10 January, 2022 Affidavit and my Form
53 Acknowledgement of Expert’s Duty and the Supplementary Information and to substitute
the filing of MPI’s proposed Second Receiver’s Report and an order that consequently the
25 April, 2022 Brindley Affidavit be stricken. Should the 25 April, 2022 Brindley Affidavit
not be stricken, MPI and I reserve the right to seek leave to adduce evidence in full answer
and defence to the allegations as against me and MPI in the 25 April, 2022 Brindley

Affidavit.

40. Since I was served with the 25 April, 2022 Brindley Affidavit, MPI and I have
obtained independent legal advice. I claim solicitor-client privilege over such advice. I now
take the position that I as the principal of a court-appointed receiver and MPI as court-
appointed receiver both lack standing to adduce expert affidavit evidence on behalf of a

Respondent to this Application who is adverse in interest to the Applicant. In the

circumstances, MPI and I made an error in judgment in agreeing to give expert affidavit

evidence on behalf of Byrd.
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41. MPI billed Global Marine Engineering, a company which I understand from Byrd
and of which I verily believe Byrd is the principal, for MPI’s work in preparing the 8
January, 2022 Report and my 10 January, 2022 Affidavit. A true copy of that Invoice is
attached is Exhibit “K”. That invoice for § 21,600.00 has not been paid. In the circumstance
of myself and MPI seeking leave to withdraw my 10 January, 2022 Affidavit, MPI and I also
withdraw the 11 January, 2022 Invoice and undertake not to seek payment of such invoice
from Byrd or Global Marine Engineering. MPI and I reserve the right to seek payment for
our work and financial analysis to prepare MPI’s proposed Second Report in the

administration of the Receivership or as costs in this Application.

42. I am advised by William M Sharpe, the solicitor for myself and MPI and verily

believe that:

a) he sent a position letter on my behalf and on behalf of MPI to Paliare Roland, on 11
August, 2022, a true copy of which is attached as Exhibit “L”; and

b) he received a response 'from Paliare, Roland on 15 August, 2022, a true copy of which

1s attached as Exhibit “M”.

43. As a result of that correspondence, MPI and 1 respectfully seek directions from
the Court whether MPI and I can make available documents and information obtained by

ourselves in the administration of the Receivership to the substitute expert which Paliare,
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Roland proposes to engage on behalf of Byrd.

37. 1 make this affidavit in connection with a motion for leave to withdraw my affidavit
sworn 10 January 2022 and my Form 35 Acknowledgment and the Supplementary
Information, for leave to substitute an unsworn Receiver’s Second Report, and, if such
leave is granted, to strike the 25 April, 2022 Brindley Affidavit, for further orders and

directions in the administration of the Receivership and for no improper purpose.

Sworn (select one): [0 in person OR X by video conference

by John Howard Deane Morgan
at the Town of Gravenhurst

in the District of Muskoka /%Wm/ 3%(41

before me at the City of Toronto

on 31 August, 2022 in accordance OHN HOWARD DEANE MORGAN
with O. Reg. 431/20,

Administering Declaration Remotely

Commissioner for Taking Affidavits
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Court File No.: CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE ) MONDAY, THE 9™

DAY OF MARCH, 2020

Applicant

-and-

1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC.,
DAVID TAYLOR, REUBEN BYRD and DAVID CARPENTER
Respondents

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY ACT,
R.S.C. 1985, C. B-3, AS AMENDED AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, C. C-43, AS AMENDED

ORDER
(Appointing Receiver)

THIS MOTION made by the Applicant, Liquid Capital Exchange Corp. for an Order
pursuant to section 243(1) of the Bankruptcy and Insolvency Act, R.S.C. 1985, c¢. B-3, as
amended (the "BIA") and section 101 of the Courts of Justice Act, R.S.0. 1990, ¢. C.43, as
amended (the "CJA") appointing Morgan & Partners Inc. as receiver (in such capacities, the
"Receiver") without security, over certain of the assets, undertakings and properties of Versitec
Marine USA Inc. and 1635536 Ontario Inc. o/a Versitec Marine & Industrial (Versitec Marine
USA Inc. and 1635536 Ontario Inc. o/a Versitec Marine & Industrial shall hereinafter be referred
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to as the “Debtors™) acquired for, or used in relation to a business carried on by the Debtors, was

heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the affidavit of Jonathan Brindley sworn March 4, 2020 and the Exhibits
thereto and on hearing the submissions of counsel for the Applicant and on reading the consent

of Morgan & Partners Inc. to act as the Receiver,
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, Morgan & Partners Inc. is hereby appointed Receiver, without security, of:

(a) all of the assets, undertakings and properties of Versitec Marine USA Inc.;

and

(b) the assets of 1635536 Ontario Inc. o/a Versitec Marine & Industrial set out
at Schedule “A1” and “A2” hereto

acquired for, or used in rclation to a business carried on by the Debtors, including all proceeds

thereof (all collectively, 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:
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(a)

(b)

(c)

(d)

(e)

9]

(2

to take possession of and exercise control over the Property and any and
all proceeds, receipts and disbursements arising out of or from the

Property;

to receive, preserve, and protect the Property, or any part or parts thereof,
including, but not limited to, the changing of locks and security codes, the
relocating of Property to safeguard it, 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 manage, operate, and carry on the business of the Debtors, 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 Debtors;

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 to continue the business of the Debtors or any part

or parts thereof;

to receive and collect all monies and accounts now owed or hereafter
owing to the Debtors and to exercise all remedies of the Debtors in
collecting such monies, including, without limitation, to enforce any

security held by the Debtors;

to settle, extend or compromise any indebtedness owing to the Debtors;
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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 Debtors, for any purpose pursuant to this Order;

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 Debtors, the Property or the Receiver, and to
settle 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 therecof 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 parts

thereof out of the ordinary course of business,

(1) without the approval of this Court in respect of any transaction not
exceeding $50,000, provided that the aggregate consideration for

all such transactions does not exceed $500,000; and

(ii)  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 each such case notice under subsection 63(4) of the Ontario
Personal Property Security Act, or section 31 of the Ontario Mortgages

Act, as the case may be, shall not be required.

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

free and clear of any liens or encumbrances affecting such Property;
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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 any governmental authority and any renewals thereof for and
on behalf of and, if thought desirable by the Receiver, in the name of the
Debtors;

to enter into agreements with any trustee in bankruptcy appointed in
respect of the Debtors, including, without limiting the generality of the
foregoing, the ability to enter into occupation agreements for any property

owned or leased by the Debtors;

to exercise any shareholder, partnership, joint venture or other rights

which the Debtors may have; and

to take any steps reasonably incidental to the exercise of these powers or

the performance of any statutory obligations.

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 below),

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

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

4. THIS COURT ORDERS that (i) the Debtors, (ii) all of its current and former directors,

officers, employees, agents, accountants, legal counsel and shareholders, and all 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
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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 books, documents, securities, contracts, orders, corporate and accounting
records, and any other papers, records and information of any kind related to the business or
affairs of the Debtors, and any computer programs, computer tapes, computer disks, or other data
storage media containing 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 take away copies thereof and grant to the Receiver unfettered access to and use
of accounting, computer, software and physical facilities relating thereto, provided however that
nothing in this paragraph 5 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 attaching to solicitor-client communication or due to statutory provisions

prohibiting such disclosure.

6. 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
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 copies of computer disks or such other manner of retrieving and copying the
information as 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 discretion 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.
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7. THIS COURT ORDERS that the Receiver shall provide each of the relevant landlords
with notice of the Receiver’s intention' to remove any fixtures from any leased premises at least
seven (7) days prior to the date of the intended removal. The relevant landlord shall be entitled
to have a representative present in the leased premises to observe such removal and, if the
landlord disputes the Receiver’s entitlement to remove any such fixture under the provisions of
the lease, such fixture shall remain on the premises and shall be dealt with as agreed between any
applicable secured creditors, such landlord and the Receiver, or by further Order of this Court
upon application by the Receiver on at least two (2) days notice to such landlord and any such

secured creditors.

NO PROCEEDINGS AGAINST THE RECEIVER

8. 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 DEBTORS OR THE PROPERTY

9. THIS COURT ORDERS that no Proceeding against or in respect of the Debtors or the
Property shall be commenced or continued except with the written consent of the Receiver or
with leave of this Court and any and all Proceedings currently under way against or in respect of

the Debtors or the Property are hereby stayed and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

10. THIS COURT ORDERS that all rights and remedies against the Debtors, 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 (i) empower the Receiver or the Debtors to carry on any business
which the Debtors is not lawfully entitled to carry on, (ii) exempt the Receiver or the Debtors
from compliance with statutory or regulatory provisions relating to health, safety or the
environment, (iii) prevent the filing of any registration to preserve or perfect a security interest,

or (iv) prevent the registration of a claim for lien.
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NO INTERFERENCE WITH THE RECEIVER

11. 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 Debtors, without written consent of the Receiver or

leave of this Court.

CONTINUATION OF SERVICES

12. THIS COURT ORDERS that all Persons having oral or written agreements with the
Debtors 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 services, utility or other services to
the Debtors are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Receiver, and that the Receiver shall be entitled to the continued use of the Debtors’ current
telephone numbers, facsimile numbers, internet addresses and domain names, provided in each
case that the normal prices or charges for all such goods or services received after the date of this
Order are paid by the Receiver in accordance with normal payment practices of the Debtors or
such other practices as may be agreed upon by the supplier or service provider and the Receiver,

or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

13. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of
payments received or collected by the Receiver from and after the making of this Order from any
source whatsoever, including without limitation the sale of all or any of the Property 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 to 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 herein, shall be held by the Receiver to be paid in accordance with the terms of this Order or

any further Order of this Court.
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EMPLOYEES

14, THIS COURT ORDERS that all employees of the Debtors shall remain the employees of
the Debtors until such time as the Receiver, on the Debtors’ behalf, may terminate the
employment of such employees. The Receiver shall not be liable for any employee-related
liabilities, including any successor employer liabilities as provided for in section 14.06(1.2) of
the BIA, other than such amounts as the Receiver may specifically agree 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

15. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, 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 to 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 to 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 Debtors, and shall return all
other personal information to the Receiver, or ensure that all other personal information is

destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

16.  THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession") of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
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

65



-10 -

relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupatibnal 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

17.  THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a result
of its appointment or the carrying 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

18. 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 unless
otherwise ordered by the Court on the passing of accounts, 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, statutory or otherwise, in favour of any Person, but subject to sections 14.06(7),
81.4(4), and 81.6(2) of the BIA.

19. THIS COURT ORDERS that the Receiver and its legal counsel 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 Ontario Superior Court of Justice.
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20. THIS COURT ORDERS that prior to the passing of its accounts, the Receiver shall be at
liberty from time to time to apply reasonable amounts, out of the monies in its hands, against its
fees and disbursements, including legal fees and disbursements, incurred at the standard 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

21. THIS COURT ORDERS that the Receiver be at liberty and it is hereby 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
$100,000 (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 funding 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 monies borrowed, together with interest and charges thereon, in
priority to 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.

22. 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.

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

amount borrowed by it pursuant to this Order.

24, 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 Receiver’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.
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SERVICE AND NOTICE

25. THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the
“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol (which can be found on the Commercial List

website at hitp://www.ontariocourts.ca/scj/practice/practice-directions/toronto/e-service-

protocol/) shall be valid and effective service. Subject to Rule 17.05 this Order shall constitute
an order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure. Subject to
Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service of

documents in accordance with the Protocol will be effective on transmission.

26.  THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Protocol is not practicable, the Receiver is at liberty to serve or distribute this Order, any
other materials and orders in these proceedings, any notices or other correspondence, by
forwarding true copies thereof by prepaid ordinary mail, courier, personal delivery or facsimile
transmission to the Debtors® creditors or other interested parties at their respective addresses as
last shown on the records of the Debtors and that any such service or distribution by courier,
personal delivery or facsimile transmission shall be deemed to be received on the next business
day following the date of forwarding thereof, or if sent by ordinary mail, on the third business

day after mailing.

GENERAL

27. 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.

28.  THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from acting

as a trustee in bankruptey of the Debtors.

29.  THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction 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 Receiver, as an officer of this
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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.

30. 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 Receiver 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.

31. 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 Debtors’ estate with such priority and at such time as this Court may

determine.

32, 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 "A1"

ASSETS

(1) All of Versitec Canada’s present and future accounts receivable and inventory including,
but not limited to, those particular accounts receivable corresponding to invoices issued by
Versitec Canada and/or Versitec USA as set out at Schedule “A2”;

(i)  All contract rights, instruments, documents, chattel paper and general intangibles related
to any of the foregoing, including all of Versitec Canada’s rights as a seller of goods;

(iii)  All collateral held by Versitec Canada securing any of the foregoing;

(iv)  All cash and non cash proceeds of any of the foregoing, in whatever form, including
without limitation any balances maintained in any reserve account with LCX and any returned or
repossessed goods;

(v) All books and records relating to the foregoing.
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All accounts receivable of 1635536 ONTARIO INC. O/A VERSITEC MARINE &
INDUSTRIAL, VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC.

SCHEDULE "A2"

including, but not limited to, the following:

Versitec Canada

AR Summary - Mar 4, 2020In CON $

AC# 4822

DebtorName
AAT SHIPINVEST AS
Invoice#

invoice Date
219155 7/15/2019

ADMIRAL CORPCRATION

invoice#

invoice Date
219124 6/21/2019

Avin International Ltd.

Invoice#

invoice Date
219167 8/14/2019

Blue Line Ship Managemant SA

Invoice#

Invoice Dav.
219138 9/16/2019
219222 10/21/2019
219223 11/1/2019

Bundesbeschaffung GMBH

Invoice#

Dalomar Shipping S.

Invoice#

Invoice Date
219115 6/18/2019
A.

Invoice Date
219094 6/4/2019

Eastern Mediterranean Maritime Ltd.

invoice#

FRI KARMSUND AS
Invoice#

Invoice Date
219132 6/15/2019
219137 7/8/2019
219216 10/24/2019

Invoice Date
219101 6/10/2019

GREEN SHIPPING AS

Invoice#

HIGLI AS
Invoice#

Premuda S.p.a.
Invoice#

invoice Date
219126 6/25/2019

Invoice Date
219160 8/16/2019

Invoice Date
219178 7/28/2019

Thenamari (Ship Management) Inc.

Invoice#

Invoice Date
219162 7/30/2019
219194 10/29/2019
219204 10/1/2019
219225 10/25/2019

Transmed Shipping Co. Ltd.

Invoice#

UAB Promar
Invoice#

Invoice Date
219163 10/22/2019

Invoice Date
219175 8/2/2019

WILSON SHIP MANAGEMENT AS

Invoice#

Invoice Date
219103 7/5/2019

Funded Date
8/22/2019

Funded Date
8/22/20i9

Funded Date
3/13/2019

Funded Date
9/27/2019
11/8/2019
11/8/2019

Funded Date
6/28/2019

Funded Date
6/28/2019

Funded Date
9/13/2019
9/13/2019
11/8/2019

Funded Date
8/22/2019

Funded Date
8/22/2019

Funded Date
9/13/2019

Funded Date
8/28/2019

Funded Date
8/28/2019
11/8/2019
11/8/2019
11/8/2019

Funded Date
11/8/2019

Funded Date
8/28/2019

Funded Date
8/22/2019

Grand Total AR Ac 4822

7,084.47 -- -~ -- -- 7,084.47
Batch# Invoice Amount Balance Invoice Days
10044 7,084.47 7,084.47 230
14,965.12 -- -- -- - 14,965.12
Batch# Invoice Amount Balance Invoice Days
10044 14,965.12 14,965.12 258
13,647.29 -- -- - - 13,647.29
Batch# Invoice Amount Balance Invoice Days
10048 13,647.29 13,647.29 204
30,896.22 -- .- -- - 30,896.22
Batch# tnvoice Amount Balance Invoice Days
10051 13,053.44 13,053.44 171
10053 8,732.86 8,732.86 136
10053 9,109.92 9,109.92 125
30,338.88 -- -- - - 30,338.88
Batch# invoice Amount Balance Invoice Days
10040 30,338.88 30,338.88 261
13,295.90 -- - -- - 13,295.90
Batch# Invoice Amount Balance Invoice Days
10040 13,295.90 13,295.90 275
28,452.89 -- -- -- -- 28,452.89
Batch# invoice Amount Balance Invoice Days
10048 7,558.07 7,558.07 264
10048 9,264.23 9,264.23 241
10053 11,630.59 11,630.59 133
13,898.32 -- -- - - 13,898.32
Batch# Invoice Amount Balance Invoice Days
10044 13,898.32 13,898.32 269
5,439.40 -- - -- - ’ 5,439.40
Batch# Invoice Amount Balance Invoice Days
10044 5,439.40 5,439.40 254
4,852.29 -- . - - 4,852.29
Batch# invoice Amount Balance Invoice Days
10048 4,852.29 4,852.29 202
10,313.26 -- .- -- -- 10,313.26
Batch# Invoice Amount Balance Invoice Days
10045 10,313.26 10,313.26 221
37,456.51 -- - -~ - 37,456.51
Batch# invoice Amount Balance invoice Days
10045 10,811.62 10,811.62 219
10053 8,146.66 8,146.66 128
10053 11,113.34 11,113.34 156
10053 7,384.89 7,384.89 132
14,075.21 -- -- -- -- 14,075.21
Batch# Invoice Amount Balance Invoice Days
10053 14,075.21 14,075.21 135
3,111.77 -- - - - 3,111.77
Batch# invoice Amount Balance Invoice Days
10045 3,111.77 3,111.77 216
10,009.27 -- -~ -- - 10,009.27
Batch# Invoice Amount Balance Invoice Days
10044 10,009.27 10,009.27 244
237,836.80 [¢] [¢] (o] 237,836.80
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Versitec USA
AR Summary - Mar In US §
ACH# 4820U

22,555.00 -- -

ANGLO EASTERN SHIP MANAGEMENT LTD. (HONG K(

- -- 22,555.00

Invoice# Invoice Da Funded Da Batch# Invoice Amou Balance Invoice Days Over Due Day:
u19048 7/7/2019 8/28/2019 10022 5,095.00 5,095.00 242 212
U19051 7/28/20198/28/2019 10022 8,400.00 8,400.00 221 191
U19053 7/25/20198/28/2019 10022 9,060.00 9,060.00 224 194
Wallem Ship Management Ltd. 53,059.67 -- - - - 53,059.67
Invoice# Invoice Da Funded Da Batch# Invoice Amou Balance Invoice Days Over Due Day:
U19027 7/25/20198/28/2019 10022 23,079.94 23,079.94 224 194
U1s042 6/28/20198/8/2019 10020 4,940.38 4,940.38 251 221
U1s044 7/26/20198/28/2019 10022 15,106.35 15,106.35 223 193
U1s04s5 6/2/2019 8/22/2019 10021 3,938.00 3,938.00 277 247
U1s049 7/19/20198/28/2019 10022 5,995.00 5,995.00 230 200
Grand Total AR Ac 4820U 75,614.67 0 0 0 0 75,614.67

Versitec Canada
AR Summary - Mar 4, 2020 InUSS$
AC# 4821

DebtorName .
CRUISE MANAGEMENT INTERNATIONAL, INC.
Invoice Da Funded Da Batch#
219078 4/10/20195/3/2019
GREAT LAKES DREDGE & DOCK, LLC
Invoice# Invoice Da Funded Da Batch#
219213 8/26/20199/27/2019
METEOR MANAGEMENT BULGARIA LTD
Invoice# Invoice Da Funded Da Batch#
219073 5/21/20196/28/2019
Wallem Ship Management Ltd.
Invoice Da Funded Da Batch#
219127 8/2/2019 8/28/2019
219214 9/16/20199/27/2019

Invoice#

Invoice#

_ Balance Current  1.30

T

13,945.00

Grand Total AR Ac 4822

13,945.00 -- -- -- --
Invoice Amount Balance Invoice Days Over Due Days
10024 13,945.00 13,945.00 330 300
48,921.79 -- -- - -- 48,921.79
Invoice Amount Balance Invoice Days Over Due Days
10031 48,921.79 48,921.79 192 162
6,320.00 -- -- -- -- 6,320.00
Invoice Amount Balance Invoice Days Over Due Days
10028 6,320.00 6,320.00 289 259
25,887.00 -- -- -- - 25,887.00
Invoice Amount Balance Invoice Days Over Due Days
10029 19,532.00 19,532.00 216 186
10031 6,355.00 6,355.00 171 141
95,073.79 0 0 0 95,073.79




SCHEDULE "B"
RECEIVER CERTIFICATE
CERTIFICATE NO.

AMOUNT $

1. THIS IS TO CERTIFY that Morgan & Partners Inc., the receiver (the "Receiver") of the
assets, undertakings and properties of Versitec Marine USA Inc. and 1635536 Ontario Inc. o/a
Versitec Marine & Industrial (the “Debtors™) acquired for, or used in relation to a business
carried on by the Debtors, 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 March, 2020 (the "Order") made in an action having Court file number CV-20-00637427-
00CL, 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 Lender with
interest thereon calculated 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 per

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 thereon 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 Bankrupicy 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 payable in respect of principal and interest under this certificate are payable at

the main office of the Lender at Toronto, Ontario.

5. Until all liability in respect of this certificate has been terminated, no certificates creating

charges ranking or purporting to rank in priority to this certificate shall be issued by the Receiver
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2.

to any person other than the holder of this certificate without the prior written consent of the

holder of this certificate.

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 , 2020.

MORGAN & PARTNERS INC., solely in its
capacity as Receiver of the Property, and not in
its personal capacity

Per:

Name:
Title:
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LIQUID CAPITAL EXCHANGE CORP. -and- 1635536 ONTARIO INC. O/A VERSITEC MARINE &
INDUSTRIAL et al.
Applicant _ Respondents
Court File No.: CV-20-00637427-00CL

ONTARIO
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Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

LIQUID CAPITAL EXCHANGE CORP
Applicant

-and-

1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC.,
DAVID TAYLOR, REUBEN BYRD and DAVID CARPENTER

Respondents

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY
ACT,R.S.C. 1985, C. B-3, AS AMENDED, AND SECTION 101 OF THE COURTS OF
JUSTICE ACT, R.5.0. 1990, C. C-43, AS AMENDED

FIRST REPORT OF THE COURT-APPOINTED RECEIVER,
MORGAN & PARTNERS INC.

February 5, 2021

MORGAN & PARTNERS INC.
4 Cedar Pointe Drive, Unit J-2
Barrie, ON L4N 5R7

Tel: 705-739-7003
Fax: 705-739-7119

Court-Appointed Receiver for

1635536 Ontario Inc. o/a Versitec Marine &
Industrial and Versitec Marine USA Inc.
(*“Versitec™)
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INTRODUCTION

1. This is the First Report to the Court of Morgan & Partners Inc. (“MPI™), the
Court-Appointed Receiver (the “Receiver”) over the assets and undertakings of the

Respondents, 1635536 Ontario Inc. o/a Versitec Marine & Industrial and Versitec Marine

USA Inc. (collectively, “Versitec™).

2. The purpose of this Report is to summarize and seck approval of limited activities
of the Receiver from the date of its appointment through to present, and to provide

background in respect of a substitution of the Receiver on consent.

RECEIVERSHIP ORDER

3. On March 9, 2020, an Order appointing MPI as Court-appointed Receiver over
Versitec (the “Appointment Order”) was granted by the Honorable Madame Justice

Gilmore (Exhibit 1).

4, The Application was brought by Versitec’s senior secured creditor, Liquid Capital
Exchange Corp (“LCX™), which operates as an asset-based lender and provides, inter
alia, accounts receivable financing and factoring facilities to customers. At the time of

its commencement:
a) demands and notices of intention to enforce security had been issued and
delivered by LCX to Versitec;
b) Versitec was in default of its obligations to LCX;

¢) Versitec had entered into a Forbearance Agreement with LCX, which
agreement had expired without repayment to LCX in full as required;
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d) LCX had expressed concern as o what it believed were serious breaches of the
terms of the Forbearance Agreement and collection of factored accounts
receivable by Versitec, which was in default of its obligations to LCX.

5. The Application was opposed by Versitec, who requested an adjournment of the
hearing in order to file responding materials. On March 9, 2020, the Honourable Justice
Gilmore granted the Appointment Order. The Endorsement of Gilmore J. indicates that
on the evidence filed there was sufficient urgency to warrant the immediate granting of
the Appointment Order, but provided that the issuance of the Appointment Order was
without prejudice to the Respondents’ ability to file responding materials and return to

Court on ten days’ notice to present argument seeking that the Appointment Oxder should

be vacated.

6. The Respondents did not file any responding materials subsequent to the issuance

of the Appointment Order and did not seek to vacate the Appointment Order.
7. The Appointment Order appointed MPI as Receiver, without security, over:

(1) all of the assets, undertakings, and properties of Versitec Marine
USA Inc.; and

(i)  the assets of 1635536 Ontario Inc. ofa Versitec Marine &
Industrial, as set out in Schedule “Al” and “A2” of the
Appointment Order.

8. Since the date of its appointment, Receiver has, with the assistance of
management carried on the business of both companies, one being an Ontario
incorporated company and the other, Versitec Marine USA Inc., being a corporation

incorporated in the State of Delaware, USA.
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9. On March 9% 2020, MPI filed the required Form 87, Notice of Statement of the
Receiver with the Office of the Superintendent in Bankruptcy, as required under sections
245(1) and 246(1) of the Bankruptcy and Insolvency Act (the “BIA”). Attached as
Exhibit 2 is 2 copy of the Receiver’s Notice. Aftached as Exhibit 3 is a State of

Delaware Annual Franchise Tax Report filed with the State of Delaware for the calendar

year 2019,

STABILIZATION AND CONTROL OF OPERATIONS

10.  On March 13, 2020, the Receiver, along with LCX and Florian Meyer, the
previous privately-appointed monitor under LCX’s forbearance agreement, met with
management at the Port Colborme office to discuss stabilization and control of continuing

operations under the Receivership.

il. Between March 13 and March 31, 2020, the management reporting and cash
management protocol was agreed upon and a Memorandum of Operations dated March

31, 2020 was executed, a copy of which is attached as Exhibit 4.

12. Under the protocol, all cash was to be directed to the Receiver’s trust account,
and, with the concurrence of management and the Receiver, receivables for both the
Canadian operations and the US operations would be paid directly to the Receiver’s bank
account held at Versa Bank, which had been opened and was under the sole control of the
Receiver. The majority of these transactions were to be completed via wire transfer

following consensus between the Receiver and Reuben Byrd, the current CEO of the

2y
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Versitec group of companies, who was refained by the Receiver under a management

consulting agreement, a copy of which is attached as Exhibit 5.

13,  The principal mamifacturer of the rubber O-ring scals used for the business of
Versitec, is a corporation known as Procim Inc. This company, located in Mississauga,
Ontario, is also the repository for more than S0 or 60 molds of various sizes and

circumferences, which are owned by Versitec.

I14.  On March 13, 2020, the Receiver visited Procim Inc.’s office premises in
Mississauga, as well as an offsite location for the storage of molds not currently in active
use. The Receiver verified the existence and ownership of the molds following review

and receipt of a detailed listing from Procim Inc.

15.  Most, if not all of the molds were of a size and weight that would require heavy
machinery to remove them from the storage sites. The Receiver confirmed that both sites
are locked and securitized by electronic means, thereby securing against any un-

authorized physical access and removal.

16. A full inventory list of the molds held by Procim Inc. is attached as Exhibit 6.
PORT COLBORNE FACILITY/OPERATIONS

17.  The Receiver reviewed and evaluated staffing and employment requirements for
continued operations. The Receiver effected short-term lay-offs and maintained the

employment of key operations employees who had been overseeing the operations of

Versitec,

]
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18, The Receiver maintained employment of a key employee who was responsible for
all logistics concerning orders and accounts receivable, The receiver maintained a
second key employee who was responsible for the purchasing and co-ordination of all
required materials and supplies to complete each shipment for distribution to haul-out
facilities world-wide, the timing of which is dependent upon the precise scheduling of dry

docking of ships for the installation of Versitec’s products and related servicing.

19.  Throughout the course of the receivership, the Receiver has been in constant
communications with these key employees, along with Mr. Byrd, either on a daily or
weekly basis as required, in order to facilitate and continue the overall business
operations of Versitec, The Receiver also utilized the assistance of Mr. Byrd and these
employees in the collection of receivables, and in dealing with any operational issues
within the organization. In respect of receivables, the Receiver evaluated aging and non-
performing accounts, and devised and implemented a comprehensive collection strategy.
The Receiver actively reduced set-offs of older receivables with set-off payables and
integrated the review of aged receivables and aged payables for better oversight and to

facilitate cash-flow projections. The Receiver further evaluated and streamlined

relationships with logistics and materials suppliers, in furtherance of maintaining and

optimizing cash-flow for operations.

20. The Receiver further evaluated and took remediation steps conceming the
balance sheet for shareholder loans and employee advances. These steps included issuing

T-4As for expenditures and cash disbursements which had been identified as either un-
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authorized or non-business expenditures or disbursements. The Receiver also took steps

to eliminate non-income producing assets, and redundant payables.

21, Ino respect of operations, the Receiver also managed crisis issues involving
logistics providers from time to time, and addressed issues concerning maintenance of
other key suppliers. The Receiver further liaised between customers and management in
respect of day to day operations strategy and maintenance of an orderly flow of finished

product to world-wide customers.

22.  During COVID-19, the Receiver monitored and evaluated changing market
conditions both internationally and locally and assisted management with market and
deployment strategy. The Receiver facilitated the utilization of Canadian Government

loan and wage subsidy assistance from inception te close of original programs.

BANKING PROCESS

23.  Versitec’s banking had primarily been conducted through the TD Canada Trust

branch in Port Colborne, Ontario, and a Bank of America branch located in Boca,

Ftorida.

24. At the time of the Receiver’s appointment, the majority of expenditures and
receipt of receivables of Versitec were being transacted through the Bank of America.
The Receiver’s initial review of Versitec’s banking activity, indicated that there also
appeared to have been uncontrolled personal or non-business-related expenses of certain

management personnel which were being transacted prior to the Receiver’s appointment.



25. The Receiver’s review of Versitec’s banking activities also indicated that regular
monthly loan payments were also being made to two U.S. Merchant cash advancers, both
of which were U.S. secured creditors that had funded Versitec’s operations during the
early part of 2020 when the business was experiencing cash-flow issues. The Receiver
also observed monthly loan payments going to Bank of America, which had provided

funding to assist the Versitec Group some two years prior to the Receiver’s appointment.

26.  The Receiver has not obtained opinions in respect of the relative priority of
security interests held by creditors of the U.S. entity, as the Receiver is not appointed in
the U.S.; however, it appears that based on time of registration, LCX has a senior ranking
general security interest. It was also apparent at the time of the Receiver’s appointment,
that certain Canadian receivables were being deposited to the Versitec U.S. account. The
Receiver since determined that management had been seeking at the time to prevent
unauthorized withdrawals from the Versitec Canadian account and was therefore
depositing to the U.S. account. The Receiver further took steps to distinguish, account

for, and reconcile all Canadian and U_S. receivables.

27. The Receiver sought to determine a procedure within which to stabilize, maintain
control, and prevent dissipation of funds of Versitec, without disruption of ordinary

business activities and transactions and the incoming flow of receivables payments.

28.  Accordingly, the Receiver set up an independent Canadian receivership account at
Versa Bank for Canadian operations, and a further independent account at BB&T Bank in
Florida for U.S. operations, also solely controlled by the Receiver. The flow of revenues

and receivables ordinarily flowing to Versitec’s Bank of America account would then be
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‘swept’ in a consistent and continual manner in order to control and prevent leakage of

funds.

29.  The Receiver’s bank accounts at Versa Bank in Saskatchewan and BB&T in
Boca, Florida, were set up for this purpose. Any transfer of funds from Versa Bank to the
BB&T bank account for U.S. operations would only be initiated once there was
consensus between Mr. Byrd, as consultant for aperations, and the Receiver, as to what
fonds were required to meet the needs and obligations of both the Canadian and U.S.

operations on an ongoing basis.

30. At the outset of the receivership, the principal customers of Versitec, being
mainly international overseas customers, were communicated with to re-direct their
receivable payments directly to the Receiver’s bank account at Versa Bank. A copy of

that communication and the list of customers is attached as Exhibit 7.

31.  The Receiver has on the whole, recetved re-directed payments and wire transfers
from customers continuously during the course of the receivership. Notwithstanding, on
a number of occasions certain wire transfer payments continued to be deposited to
Versitec’s Bank of America account. When this occurred, the Receiver and Mr. Byrd
through continual monitoring, re-directed these payments te the Versa Bank account
and/or the BB&T bank account accordingly. This process ensured there was no leakage

of funds which the Receiver and/or management did not know or were not aware of.

32.  An alert mechanism was also set up by the Receiver for the Bank of America

account as a further monitoring safe-guard, in order to ensure that no overdrafis or
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unauthorized expenditures occurred. The alert mechanism further enabled the Receiver

to take corrective, remedial action if required.

33, The Receiver’s trust account as referenced was reconciled monthly to the trust

bank statement to ensure completeness and accuracy.
CANADA REVENUE AGENCY

34.  As prior referenced, LCX made a successful application for the appointment of
MPI as Court-appointed Receiver to inter alia, take control over the assets and
undertaking of Versitec, and to prevent against the dissipation of proceeds, including

those which were subject to LCX’s security.

35. At the ume of the application, a debt was owing by Versitec to Canada Revenue
Agency on behalf of Her Majesty in Right of Canada (“CRA”) for unpaid employee
source deductions. Following its appointment, the Receiver obtained confirmation of the
debt owing to CRA in excess of $225,000, which appears to have been incurred from
2019 to early 2020. A copy of Versitee’s on-line CRA account confirming same is

attached as Exhibit 8.

36.  During the course of the receivership, post-appointment source deductions
liabilities incurred to CRA were paid by the Receiver as and when due from funds

received by the Receiver.
GENERAL SECURED CREDITORS

37. Versitec’s general secured creditors are:

20
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a) LCX: owed $650,380.16 as of October 19, 2020; and
b) BDC: owed $45,000 as of March 9, 2020.

38, Pursuant to 2 priorities agreement between LCX and BDC, LCX’s security in any

equipment owned by Versitec is subordinate to that of BDC, but superior in respect of all

other assets.

38. The Receiver has obtained an opinion from its legal counsel as to the validity and

enforceability of LCX’s security.

40.  Early in the receivership, LCX requested that the Receiver release to LCX upon
receipt, any Versitec accounts receivable which had been purchased by LCX but remitted
to Versitec. Having regard to the Supreme Court of Canada decision in First Vancouver
Finance v. Canada (Minister of National Revenue, M.N.R.), {2002] 2 S.C.R. 72, (Exhibit
9) and in consuitation with legal counsel, the Receiver agreed to release to LCX upon
collection those factored accounts receivable which had demonstrably been purchased by
LCX and constituted property of LCX rather than that of Versitec. To date the total sum
of $60,000 has been released LCX on this basis. Set out at Exhibit 10, is an analysis of

factored receivables which the Receiver determined to be appropriate to release to LCX.

41.  During the course of the receivership, BDC has not raised any issues in respect of

its security to the Receiver,

OTHER SECURED CREDITORS
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42.  There may be in existence secured creditors which have valid security interests as
against Versitec Marine USA Inc., but as no recognition order was obtained by the
applicant in the United States, the stay of proceedings afforded by the Appointment Order

only extended to Canadian creditors.

OUTSTANDING LITIGATION

43,  During the course of the receivership, the Receiver became aware of two
outstanding Court proceedings which had been brought against the Versitec Group of
companies prior to the date of the Appointment Order. With the assistance of counsel,

settlements were reached and Releases were received by the Receiver.

CONNEAUT CREEK SHIPF REPAIR, INC.

44.  An action claiming payment of outstanding indebtedness for past invoices which
had been disputed was issued by Conneaut Creek Ship Repair, Inc., a contracted service
provider to Versitec, in the New York District Court in the United States, where the stay

of proceedings provided for in the Appointment Order did not apply (Exhibit 11).

45.  Conneaut was considered an essential service provider pursuant to an ongoing
service contract in respect of installation, service and support of Versitec’s products in
the U.S. A dispute over invoicing and past delivery of services had been ongoing, despite

continuing services being provided.
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46.  Following protracted negotiations, the claim was settled through the Receiver for
payment of a total sum of USD$70,000, in full satisfaction of the claim against Versitec

which exceeded USD$116,000, plus associated costs.

47.  The settlement payments were made in accordance with an agreed upon payment
schedule between August and October 2020 by the Receiver. Copies of the Settlement

agreement and the full and final releases are attached as Exhibit 12.
CARPENTER/SWINDELL LITIGATION

48.  Two separate proceedings were initiated as a result of allegations of wrongful
dismissal by former management employees of Versitec. Both actions were filed against
Versitec and its principal, through statements of claim dated May 21, 2019, which pre-

dated the Appointment Order, copies of which are attached as Exhibit 13.

49.  Counsel had been retained jointly on behalf of corporate and non-corporate
defendants, and had filed statements of defence, and steps were being taken by the
plaintiffs to lift the stay of proceedings against the corporation. Given the legal issues
and in the inferests of time and cost-efficiency, both of these actions were settled in
respect of all defendants by way of Minutes of Settlement at a formal Mediation which

occurred on September 22, 2020.

50.  The settlements are subject to an agreed-upon payment schedule over a period of
5 months, which remains current. A payment for mediator fees which was to have been

made by the co-defendant, David Taylor, remains outstanding from the co-defendant.

91



13

PRANAB DHAR

31. An individual named Pranab Dhar had been a commissioned agent through
Versitec Marine Inc. On or about August 14, 2020, the Receiver received a

communication from Mr. Dhar stating that ke was owed funds.

52, Following the Receiver’s review and investigation, it was determined that no
written or verbal agency agreement was in existence with Mr. Dhar for commissioned

services after 2019, and certainly not for 2020.

53.  The Receiver communicated its position that since there was no valid contract or
arrangement with Versitec at the time of the Receiver’s appointment, no payments could
be made by the Receiver to Mr. Dhar. As at the date of this Report, no litigation has
commenced and no further communications have been received. Attached as Exhibit 14

are the Receiver’s communications concerning this matter,
REVIEW OF AMOUNTS OWED TO LCX

4. Due to a) the necessity to perform a review of accounts receivable in order to
determine and identify those factored accounts receivable which could be released to
LCX; and b) inquiries made by management and principalslof LCX as to independent
verification of the amounts owed to LCX, the Receiver has undertaken a thorough review
ana analysis of the factored accounts receivable and of the amounts outstanding and
owed to LCX. The Receiver has reviewed documentation provided by LCX in support of
its calculation that Versitec is indebted to LCX, as of October 19, 2020, in the amount of

$650,380.16. On the basis of its review, the Receiver is satisfied with LCX’s calculation.

Ju
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COMPLIANCE WITH CRA OBLIGATIONS

55. During the course of the receivership, all source deductions have been remitted to

CRA by the Receiver,

56.  Furthermore, all HST filings have been made by Versitec as required. Since most
of the accounts receivable are in respect of foreign customers, the refund created has been
used by CRA to offset the more current amounts owing for source deductions.
Notwithstanding, unpaid pre-Appointment Order source deduction liabilities remain. To
date, the CRA has not requeéted any audit of Versitec’s HST or source deductions

account.
CURRENT STATUS

57. During the past 40 days, cash flow has decreased significantly due to the
COVID-19 pandemic. The Receiver has worked with management to intensify follow up
and collection efforts with world-wide customers, many of which are conserving cash or
have delayed payment due to closures and restrictions of ports and dry-docks. As a
result, the Receiver and management have placed all U.S. staff and approximately half of
Canadian staff on short term leave, in order to preserve cash-flow. This situation has been
complicated further by the second wave of the COVID-19 pandemic globally, which has
shuttered or temporarily ¢losed many of the firms that the company does business with
worldwide. From the Receiver’s perspective, this situation may or may not be short term

in nature, and timing for resuwmption of ordinary operations remains uncertain.
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APPROVAL OF RECEIVERSHIP ACTIVITIES; SUBSTITUTION OF
RECEIVER

58.  The Receiver requests Court approvai of its activities as set out in the First Report
from the date of its appointment on March 9, 2020 to date, except in relation to any
payments made in relation to the litigation settlements described herein, or the litigation

settlements themselves, for the reason that LCX has requested time fo consider and

evaluate its position on such.

39, There has been mutual agreement between MPI, LCX, and BDO Canada Inc.
(“BDO™), that in order to effect an expedited sales process for the property under
receivership, that it would be advantageous for MPI to be substituted by BDO.
Accordingly, there has been mutual agreement that there be a substitution of MPI by

BDO as Court-appointed Recetver.

ALL OF WHICH IS RESPECTFULLY REPORTED

MORGAN & PARTNERS INC.
Per: ddz“' .

Date: February 5 , 2021

Name John H.Morgal_
Title:President ’
1/We have the authority to bind the corporation
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Court File No.: CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE ) MONDAY, THE o™
)
TUSTICE ) DAY OF MARCH, 2020

Applicant

-and-

1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC.,
DAVID TAYLOR, REUBEN BYRD and DAVID CARPENTER
Respondents

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY ACT,
R.S.C. 1985, C. B-3, AS AMENDED AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, C. C-43, AS AMENDED

ORDER
(Appointing Receiver)

THIS MOTION made by the Applicant, Liquid Capital Exchange Corp. for an Order
pursuant to section 243(1) of the Bankrupicy and Insolvency Act, R8.C. 1985, ¢. B-3, as
amended (the "BIA") and section 101 of the Courts of Justice Act, R.8.0. 1990, ¢. C.43, as
amended {the "CJA") appointing Morgan & Partners Inc. as receiver (in such capacities, the
"Receiver”) without security, over certain of the assets, undertakings and properties of Versitec
Marine USA Inc. and 1635536 Ontario Inc. ofa Versitec Marine & Industrial (Versitec Marine
USA Jnc. and 1635536 Ontario Inc. o/a Versitec Marine & Industrial shall hereinafier be referred

34
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to as the “Debtors™) acquired for, or used in relation to a business carried on by the Debtors, was

heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the affidavit of Jonathan Brindley sworn March 4. 2020 and the Exhibits
thereto and on hearing the submissions of counsel for the 'Applicant and on reading the consent

of Morgan & Partners Inc. to act as the Receiver,
SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the Motion
18 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, Morgan & Partners Inc. is hereby appointed Receiver, without security, of:

{a) all of the assets, undertakings and properties of Versitec Marine USA Inc.;

and

(b) the assets of 1635536 Ontario Inc. o/a Versitec Marine & Industrial set out
at Schedule “AT1" and “A2" hereto

acquired for, or used in rclation to a business carried on by the Debtors, including all proceeds

thereof (all coliectively, 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 foregeing, the Receiver is hereby expressly empowered and authorized to do any of the

following where the Receiver considers it necessary or desirable:



(a)

(b)

(¢)

(d)

(e)

(f)

(8)

1o take possession of and exercise coniro! over the Property and any and
all proceeds, receipts and disbursements arising out of or from the

Property;

to recejve, preserve, and protect the Property, or any part or parts thereof,
inchuding, but not limited to, the changing of locks and security codes, the
relocating of Property to safeguard it, the engaging of independent
security personnel, the taking of physical inventories and the placement of

such insurance coverage as may be necessary or destrable;

to manage. operale, and carry on the business of the Debtors, 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 coniracts of the Debiors;

(o 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 to continue the business of the Deblors or any part

or parts thereof;

to receive and colleet all monies and accounts now owed or hereafier
owing to the Debtors and to exercise all remedies of the Debtors in
collecting such monies, including, without limitation, to enforce any

security held by the Debtors;

to settle, extend or compromise any indebtedness owing to the Debtors;

3u
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(h)

(1)

G

tk)

(1

-4 .

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

name and on behalf of the Debtors, for any purpose pursuant to this Order;

to imtiate, prosecute and continue the prosecution of any and all
proceedings and to defend all proceedings now pending or hereafter
nstituted with respect to the Debtors, the Property or the Receiver, and to
settle or compromise any such proceedings. The authority hereby
conveyed shall extend to such appeals or applications for judicial review

in respeci 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;

i sell, convey, transfer, lease or assign the Property or any part or parts

thereot out of the ordinary course of business,

(i} without the approval of this Court in respect of any transaction not
exceeding $50,000, provided that the aggregate consideration for

alf such transactions does not exceed $500,000; and

{ii) with the approval of this Cowrt 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 each such case notice under subsection 63(4} of the Ontario
Personal Properly Security Act, or section 31 of the Ontario Mortgages

Act, as the case may be, shall not be required.

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

free and clear of any liens or encumbrances affecting such Property;

99



(m}

()

(o)

(p)

(q)

(r)

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 any governmental authority and any renewals thereof for and
on behaif of and, if thought desirable by the Receiver, in the name of the

Debtors;

to enter into agreements with any trustee in bankruptcy appointed in
respect of the Debtors, including, without limiting the generality of the
foregoing, the ability to enter into occupation agreements for any property

owned or leased by the Debtors:

to exercise any shareholder, partnership, joint venture or other rights

which the Debtors may have: and

to take any steps reasonably incidental to the exercise of these powers or

the performance of any statutory obligations.

and in each case where the Receiver takes any such actions or steps, it shafl be exclusively

authorized and empowered to do so, to the exclusion of all other Persons (as defined below),

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

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

4, THIS COURT ORDERS that (i} the Debtors, (ii) all of its current and former directors,

officers, employees, agents, accountants, legal counsel and shareholders, and all other persons

acting on its instructions or behalf, and (iii) all other individuals, firms, corporations,

governmental bodics 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

S0
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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 alt Persons shall forthwith advise the Receiver of the
existence of any books, documents, securities, contracts, orders, corporate and accounting
records, and any other papers, records and information of any kind related to the business or
affairs of the Debtors, and any computer programs, computer tapes, computer disks, or other data
slorage media containing any such information (the foregoing, collectively, the "Records") in
that Person's possession or control, and shail provide to the Receiver or permit the Receiver to
make, retain and take away copies thereof and grant to the Receiver unfettered access to and use
of accounting, computer. software and physical facilities relating thereto, provided however that
nothing in this paragraph 5 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 attaching 1o solicitor-client communication or due to statutory provisions

prohibiting such disclosure.

6. 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 shal] forthwith give
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 copies of computer disks or such other manner of retrieving and copying the
information as 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 Reéeiver may in its discretion require including
providing the Receiver with instructions on the use of any compuler 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.

ol
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7. THIS COURT ORDERS that the Receiver shall provide each of the relevant landlords
with nolice of the Receiver's imemioni to remove any fixtures from any leased premises at least
seven (7) days prior to the date of the intended removal, The relevant landlord shall be entitled
to have a representative present in the leased premises (o ohserve such removal and. if the
landlord disputes the Receiver's entitlement to remove any such fixture under the provisions of
the lease, such fixture shall remain on the premises and shall be dealt with as agreed between any
applicable secured creditors. such landlord and the Receiver, or by further Order of this Court
upon application by the Receiver on at least two (2) days notice to such landlord and any such

securcd creditors.
NO PROCEEDINGS AGAINST THE RECEIVER

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

with the writlen consent of the Receiver or with leave of this Court.

NG PROCEEDMNGS AGAINST THE DEBRTORS OR THE PROPERTY

9. THIS COURT ORDERS that no Proceeding against or in respect of the Debtors or the
Property shall be commenced or conunued except with the written consent of the Receiver or
with leave of this Court and any and ail Proceedings currently under way against or in respect of

the Debtors or the Property are hereby stayed and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

10, THIS COURT ORDERS that all rights and remedies against the Debtors, the Receiver. or
afiecting the Property, are hereby stayed and suspended except with the written consent of the
Recetver 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 (i) empower the Receiver or the Debtors ta carry on any business
which the Debtors is not lawfully entitled to carry on, (i} exempt the Receiver or the Debtors
from compliance with statutory or regulatory provisions relating to health, safety or the
environment, (iif) prevent the filing of any registration to preserve or perfect a security interest,

or (iv) prevent the registration of a claim for lien.
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NO INTERFERENCE WITH THE RECEIVER

11. 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,
ticence or permit in favour of or held by the Debtors, without written consent of the Receiver or

leave of this Court.

CONTINUATION OF SERVICES

12. THIS COURT ORDERS that all Persons having oral or written agreements with the
Debtors 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, transporation services, utility or other services 1o
the Debtors are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Receiver, and that the Receiver shall be entitled to the continued use of the Debtors’ current
telephone numbers, facsimile numbers, interne! addresses and domain names, provided in each
case that the normal prices or charges for all such goods or services received after the date of this
Grder are paid by the Receiver in accordance with normal payment practices of the Debtors or
such other practices as may be agreed upon by the supplier or service provider and the Recetver,

or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

13. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of
payments received or collected by the Receiver from and after the making of this Order from any
source whatsoever, including without limitation the sale of all or any of the Property 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 inte one or more new accounts to 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 herein, shall be held by the Receiver to be paid in accordance with the terms of this Otder or

any further Order of thisCourt.

i
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EMPLOYEES
14, THIS COURT ORDERS that all employees of the Debtors shall remain the employees of

the Debtors until such time as the Receiver, on the Debtors' behalf, may terminate the
employment of such employees. The Receiver shall not be liable for any employee-related
habilities, including any successor employer liabilities as provided for in section 14.06(1.2) of
the BIA, other than such amounts as the Recejver may specifically agree 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 Farner

Protection Program Aci.

PIPEDA

[5. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, 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 to 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 shail 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 Recelver, or in the alternative destroy all
such information. The purchaser of any Property shall be entitled to continue to 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 Debtors, and shall return all
other personal information to the Receiver, or ensure that all other personal information is

destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

lé.  THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession”) of any of the Property that might be environmentally contaminated,
might be 4 pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
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
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relating to the disposal of waste or other contamination includmg, without limitation, the
Canadian Environmental Protection Act, the Ontario Envirommental Protection Act, the Ontario
Water Resources Act. or the Ontario 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 {0 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

17. THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a result
of its appointment or the carrying 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 BA or under the Wage Earner Protection Program Aci. 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

18.  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 unless
otherwise ordered by the Court on the passing of accounts, 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 1o sections 14.06(7),

81.4(4), and 81.6(2) of the BIA.

19 THIS COURT ORDERS that the Receiver and its legal counsel shall pass its accounts
from time to time, and for this purpose the accounts of the Receiver and its legai counsel are

hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice.
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20.  THIS COURT ORDERS that prior to the passing of its accounts, the Receiver shall be at
liberty from time to time to apply reasonable amounts, out of the monies in its hands, against its
fees and disbursements, including legal fees and disbursements, incurred at the standard 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

21. THIS COURT ORDERS that the Receiver be at liberty and it is hereby empowered to
borrow by way of a tevolving 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
$100,000 (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 funding the exercise of the powers and dutics conferred upon the
Receiver by this Order, including interim expenditures. The whole of the Property shall be and
is bereby charged by way of a fixed and specific charge (the "Receiver's Borrowings Charge") as
security for the payment of the monies borrowed, together with interest and charges thereon, in
priority (o all security interests, trusis, 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 .0(2) of the BIA,

22, 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 shal] be

enforced without leave of this Court.

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

anount borrowed by it pursuant to this Order.

24, 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 Receiver’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.
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SERVICE AND NOTICE

25, THIS COURT ORDERS (hat the E-Service Protocol of the Commercial List (the
“Protocol”} is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol {which can be found on the Commercial List

website at httn:f!www.oniariocourts,cafscjfpracticeﬁpractice-directionsz‘toronto!e-service-

profocol/} shall be valid and effective service. Subject to Rule 17.05 this Order shall constitute
an order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure. Subject to
Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service of

documents in accordance with the Protocol will be effective on transmission,

26.  THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Protocol is not practicable. the Receiver is at liberty to serve or distribute this Order, any
other materials and orders in these proccedings. any notices or other correspondence, by
forwarding true copies thereof by prepaid ordinary mail, courier, personal delivery or facsimile
uansmission to the Debtors’ creditors or other interested parties at their respective addresses as
last shown on the records of the Debtors and that any such service or distribution by courier.
personal delivery or facsimile transmission shall be deemed to be received on the next business
day following the date of forwarding thereof, or if sent by ordinary mail, on the third business

day after mailing.

GENERAL

27. THIS COURT ORDERS that the Receiver may from time 1o time apply to this Court for

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

28, THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from acting

as a trustee in bankruptey of the Debtors.

29, THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction 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 respectfuily

requested to make such orders and to provide such assistance to the Receiver, as an officer of this
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Court, as may be necessary or desirable to give cffect 1o this Order or to assist the Receiver and

Its agents in carrying out the terms of this Order.

30, 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 Receiver is authorized and empowered to act as a representative in respect of the within
preceedings for the purpose of having these proceedings recognized in a jurisdiction outside

Canada.

31, 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 Debtors' estate with such priority and at such time as this Court may

determine,

32 THIS COURT ORDERS that any interested party may apply to this Court (o vary or
amend this Order on not less than seven {7) days' notice (o 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,

Co g T

ENTERED AT/ INSCRIT A TORQONTC

BOOK NO:
?SIIDANG LE BEGISTRE NO:

MAR 0 § 2020

PER [ FARL f}&
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SCHEDULE "A1"

ASSETS

(1) All of Versitec Canada’s present and future accounts receivable and inventory including,
but not limited to, those particular accounts receivable corresponding to invoices issued by
Versitec Canada and/or Versitec USA as set out at Schedule A2

(i) All contract rights, instruments, documents, chattel paper and general intangibles related
to any of the foregoing, including all of Versitec Canada’s rights as a seller of goods;

(i) Ali collateral held by Versitec Canada securing any of the foregoing;

(iv)  All cash and non cash proceeds of any of the foregoing, in whatever form, including
without [imitation any balances maintained in any reserve account with LCX and any returned or
repossessed goods;

(v}  Ali books and records relating to the foregoing.
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All accounts receivable of 1635536 ONTARIO INC. O/A VERSITEC MARINE &
INDUSTRIAL, VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC.

SCHEDULE "A2"

including, but not limited to, the following:

Versitec Canada
AR Summaty - Mar 4, 2020 ln COV %
ACH 4822

Debtarilame
AAT SHIPINVEST AS
Invoiced Itvoice Date
215155 771972019
ADMIRAL CORPORATION
Invoiced nvoice Date
2319134 6/21/2018
Avin International Lid.
Ihvoices frvaice Date
219167 B/14/2019
Blue Line Ship Managainant 54
invDices e e O
219138 3/16/201%
219222 10/21/2018
219223 11/1/201%9
Bundasbeschafiung GMBH
Invaicel Invaies Date
' 219115 6/18/2018
Daiomar Shipping 5.4,
invoiced Invpice Date
219094 674731119
Ezstern Mediterranean Marltime Ltd.,
invoicel involee Dae
219132 6/15/2019
219137 77872019
219216 10/2472019
FRI KARMSEUND A%
inwvoiced invoice Date
212101 6/10/2019

GREEN SHIPPING AS

invorced involee Date
219026 B6f25/2019

HIGLI AS

Ihvoiced Invoice Date

213160 8/16/20319
Premuda 5.poa.
Invoiced Invoice Date
215178 728732015
Thenamarl [Shin Management) Inc.
Invoicer Ireoice Date
218162 ¥/30/2019
2131594 10/25/2019
219204 10/1/2019
219235 10/25/2019
Transmed Shipping Co. Lid.
involced Invoice Date
219163 10/22/201%
LUAB Promar
Invaicel Involce Date
219175 B/2/2019
WILSON SHIP MANAGEMENT A5
Invoiced lnvoilce Date
219103 7/5/2019

Furtded Date
8f22/2019

Funded Date
B/2172019

funded Date
13,2018

funded Date
27201
11/8/2018
11/8/2019

Funded Date
6/28/2019

Funded Dare

©/28/2012

Funded Dote
g/13/2019
471352009
11/8/2019

Funded Date
872372019

Funded Date
8/22/101%

Funded Date
8/13/2015

Funded Date
8/28/2019

Funded Date
Bf28/201%
11/8/2019
11/8/2019
11/8/201%

Funded Date
11/8/2018

Funced Date
8/28/201%

Funded Date
8/22/201%

Grand Total AR Ac 4832

Balance

Lurrent

7.084.47 - - - -- 7.084.47
Ratche Invoice Amaunt Balance Irwvaice Days
10044 7.084.a7 7.084.47 2ao
14 965.12 - - - -n 14,565.12
Batchid Invoice Arfmount Balanca tnuolce Days
i0ga4a 14,565 12 14,965.12 258
13,647.29 - - . - 13,647.29
Batch® Invoice Amount Bafance Invewce Days
10048 13,pa7.29 12,647 .29 204
30.8%6.22 -- -- - -- 30.896.22
Batchd tnvaice Aot Balance  [rmwoice Days
10051 13,053.44 13.053.44 171
10053 B,732.88 873286 136
10053 2,1093,92 210592 125
A0.338.88 - .- - -- 30.,338.88
Batchid Invofce Ameunt Balance Invaice Days
100490 30.338.88 3N 32888 251
1329590 -- - - .- 13,255,890
Gatcha tevoice Amaount Balance Invoice Days
10040 13,295.30 13,295.94Q 275
28,452 89 . - - - 28,452 .89
Batchy Inwoice Amount Balance Invoice Days
iggag 7.558.07 7.558.07 264
iooag 9.264.23 B,264,23 243
10053 11,630.59 11,630 5% 133
13,898.32 -- - -- - 13,698.32
Batchi invoice Armpunt Balance Invoite Days
10044 13.898.32 13,B98.32 69
543840 -. - - - 5,439.40
Batchy invpice Amount Bzlance  Invoice Qays
10044 5.,433.40 5.439.40 254
4.R52.29 -- -- - - 4,852 29
Batch# imvoice Amount Balance Invaice Days
100a8 4,852.39 A,852.29 202
10,333.26 -- - -- -- 10.313.26
Ratcha Ivalee Amount Bajance Invoice Days
100as 13,313.28 10,313.26 221
37,856.51 - - -- - 37.456.51
Batchi Invoice Amount Balance Invgice Days
10045 10,411.62 10811.62 215
10053 B,1446.66 8,148 66 128
10053 11.113.34 11,113 34 156
10053 7.384.89 7.384 B3 132
14.0735.21 -- -- -- .- 14,075.21
Batchy Invaice Amaunt Balance Invaice Qays
10053 14,075.21 14.075.21 13as
3,111.47 - -- - - 3.111.77
Batchy IPvpice Amaunt Balance Invgice Days
10045 3.111.%7 3,111.77 218
15,009.27 -- - -- -- 10.002.27
Batchd lavolce Amount Balanca Invsice Days
10044 10,009.27 10,009.27 244
237.836.80 B a O _ 23783680

[Fn
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Versitec USA
AR Summary - Mar In US $
ALK 48201

Batance Cutrent

31-60 61-90

ANGLO EASTERN SHIP MANAGEMENT LTD., {HONG Ki  22,555.00 -- 22,555.00
Invoice# Irvoice Da Funded Da Batche Invoice Amou Balance Inyoice Days Ower Due Day:
U1904g 77742019 B28/2019 10022 5,095.00 5,0195.00 242 212
1f19051 7/28/20198/28/2019 10022 8,400.00 8.400.00 221 191
U1805% 7/25/20198/28/201% 10022 9,060.00 2,060.00 224 194
Wallem Shig Management Ltd. 53,053.67 -- - - 53,059.67
Inyoiced {rrvoice Da Funded Da Bateh# Invaice Amou Balance Invaice Days Ower Due Day
U102y F/25/20198/28/1510 10022 23,079.94 2307994 224 194
U18042 5f28/ X128/, 2018 10020 4,940.38 4,%40.38 251 221
U18044 7/26/20198/28/2019 10022 1510635 15,106.35 223 193
19045 6/2/2019 R/22/2019 10021 31,928.00 3,538.00 277 247
U1s049 7/19/20198/28/2019 0022 5,995.00 5,995.00 234 200

Grand Total AR Ac 48200 75,614 67 0 Q 1] ¢ 75,614 67

Versiter Canada
AR Summary - Mar 4, 2020 InUs$
ACH 4B21

CRUISE MANAGEMENT INTERNATICOINAL, INC, 13,945.00 --
Irvaice# Invoice Da Funded Da Batehd IMVQICE AMount
219078 4/10/20195/3/2019 10024 13,945.00
GREAT LAKES DREDGE & DOCK, LLC 48,5921.79 —-
Imvoice# Invoice Da Funded Gp Datohy ivoice Amount
219213 8/25/20195/27/2019 3L 4282179

METEOR MANAGEMENT BULGARIA LTD 6,320.00 -~

Invoiced Invoice Da Funded Ds Baschit fnvaice Amount
215073 5/21/20196/28/2015 10028 5£,320.00

Wallem Ship Management Ltd. 25.887.00 --

Irvotced invoice Da Funded Da Batchd  Invoice Amount
2191237 B/2/2019 8/18/2019 10029 19,532.00
218214 8/16/20199/27/2019 10031 §,355.00

Balance © Current

31-60 61-90

- - - 13,845.00
Balance Invaice Days Over Due Days
13,545.00 330 300
- - - 48,921.79
Balance  Invoice Days Over Due Days
48,921.79 182 162
-- -- - 6,320.00
Balance  Invoice Days Owver Due Days

£,320.00 289 253
- - .- 25,887.00

Balance  Invoice Days Qwver Due Days

Grand Total AR Ac 4822 9507378

19,532.00 216 186
5,355.00 171 141
0 0 0 95,073.79




SCHEDULE "B"
RECEIVER CERTIFICATE
CERTIFICATE NO.

AMOUNT §

L THIS IS TO CERTIFY that Morgan & Partners Inc., the receiver (the "Receiver") of the
assets, undertakings and properties of Versitec Marine USA Inc. and 1635536 Ontario Inc. o/a
Versitec Marine & Industrial (the “Debtors™) acquired for, or used in relation to a business
carried on by the Debtors, including all proceeds thereof (collectively, the “Property™ appointed
by Order of the Ontario Superior Court of Justice {Commercial List) (the "Court") dated the o
day of March, 2020 (the "Order") made in an action having Court file number CV-20-00637427-
00CL, 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 Lender with
interest thereon calculated 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 per

cent above the prime comimercial 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 thereon 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 1o
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 ihe right of the Receiver to indemnify itself

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

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

the main office of the Lender at Toronte, Ontario.

5. Until all liability in respect of this certificate has been terminated, no certificates creating

charges ranking or purporting to rank in priority to this certificate shall be issued by the Receiver

"

1

)
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1o any person other than the holder of this certificate without the prior written consent of the

holder of this certificate.

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 , 2020.

MORGAN & PARTNERS INC., solely in its
capacity as Receiver of the Property, and not in
its personal capacity

Per:

Name:
Title:
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LIQUIND CAPITAL EXCHANGE CORP.

Applicant

1635536 ONTARIO INC. O/A VERSITEC MARINE &
INDUSTRIAL et al.

Respondents

Count File No.: CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

PROCEEDING COMMENCED AT
TORONTO

ORDER
(Appointing Receiver}

TORKIN MANES LLP
Barristers & Solicitors

151 Yonge Street, Suiie 1500
Toromoe ON M3C 2W7

Stewart Thom {55695C)
sthomed tork mmancs .com

et 416-TF7-3197

P 1-877-689.3872

Lawyers for the Applicant, Liquid Caphal Exchange Comp.

RCP-F AL (May §. 2006
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Court Fiie Number: _CV-20-00637427-00CL

Supetior Court of Justice
Commercial List

FILE/DIRECTION/ORDER

Liquid Capital Exchange Corp.

Applicant

AND

1635536 Ontario Inc. o/a Versitec Marine & Industrial Versitec Marine Holdings
Inc., Versitec Marine USA Inc., David Taylor, Reuben Kary Byrd and David

Carpenter
Respondents
Case Management (] Yes [J No by Judge:
Counsel Telephone No: Email/Facsimile No:
Stewart Thom for the 416/777-5197
Applicants
F. Parameswaban 9056/523-1333

[J Order [J Direction for Registrar (No formal order need be taken out)
O Above action transferred to the Commercial List at Toronto {No formal order need be taken

out)

[ Adjourned to:
JTime Table approved (as follows):

Endorsement on Contested Adjournment Application
Heard: March 9, 2020
Judge: C. Gitmore, J.

Commercial List File/Direction/Order



Overview and Positions of the Partieg

1. The Respondents (other than David Carpenter who is no longer employed at Versitec
and did not appear and was not represented by counsel) seek 3 two-week
adjournment. They were served with the applicant’s materials for appointment of
Morgan & Partners Inc. as Receiver on March 5, 2020. The principal of Versitec is on
vacation in Mexico and time is needed fo adequately respond to the relief sought,
which is opposed.

2. The respondent's arguments on this application may be summarized as foliows:

a.

b.

The materials are voluminous and served on March 5, 2020. Counsel was only
retained on March 6, 2020, .

The Respondents intend to argue that that Versatec is not in default and that in
fact the Applicant has improperly collected certain accounts receivabie to which
it was not entitled. Accounts receivable that are required to be submitted to the
Applicant have been submitted as recently as March 2, 2020,

The amounts outstanding are modest being as low as $286,000 USD and as
high as $400,000 USD. The amounts outstanding remain in dispute.

The principal of Versitec is on vacation and instructions must be obtained from
him.

If the adjournment is not granted, a Receivership is too intrusive. An order
directing the Respondents to inform their accounts receivable clients whose
accounis are captured by the forbearance agreement or factoring agreement to
direct payments to the Applicant should be sufficient in the interim.

3. The Applicant’s arguments in favour of the granting a Receivership Order today are as
follows:

a.

b.

There will be minimal effect of appointing a Receiver over Versitec USA while
a recognition order is pending.

The Receivership Order in Canada will only cover intangibles such as accounts
receivable and inventory. BDC has the first ranking security over equipment.

if the Respondents continue to re-direct receivables as the Applicant alleges,
the accounis receivable will disappear, and the Applicant wili have no security
upon which to enforce.

Other lenders have issued Notices of Intention to Enforce Security. The
situation is urgent as the Respondents’ breaches centinue,

- Account debtors are located around the world and are experiencing confusion

as to whether to pay the Applicant or Versitec as per conflicting directions.
The Respondents are in breach of the Forbearance Agreement dated Aprit 25,
2019 which requires them to obtain refinancing by December 31, 2019 They
have not obtained refinancing while admitting that there is at least $286,000
USD outstanding.

The Forbearance Agreement provides a consent from the Respondents to the
appointment of a Receiver upon the expiry of the Forbearance Period or an
event of default. Both have cccurred. As well, pursuant to the terms of the
Forbearance Agreement, the Respondents are estopped from refusing to
consent to the appointment of a Receiver fellowing an event of default.

Commercial List File/Direction/Order

D4

116



Ruling

4. | find that there is some urgency with respect to the possible disappearance of the
Applicant's collateral and that given the strict terms of the Forbearance Agreement,
the Applicant's order shal! issue.

5. The Respondent's position, however, should not be completely discounted given their
inability to respond and the short service of the materials. As such, the Order
Appointing the Receiver shall be made without prejudice to the Respondents’ ability to
return to court on ten days-notice to argue why the Receivership Order should be
vacated.

—
Judge's Signature: (’ /\ﬁ T
{

March 9, 2020

Commercial List Fiie/Direction/Order
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District of:
Division No. -
Court No.
Estate No.
-FORM&7 -
Notice of Statement of the Receiver
~ {Subsections 245(1) and 2486(1) of the Act)

IN THE MATTER OF THE RECEIVERSHIP OF
1633536 ONTARIO INC ofa VERSITEC MARINE & INDUSTRIAL, VERSITEC MARINE HOLDINGS INC,
VERSITEC MARINE USA INC, DAVID TAYLOR, REUBEN KARY BYRD and DAVID CARPENTER
OF THE TOWN OF PORT COLBORNE, IN THE COUNTY OF WELLAND, IN THE PROVINGE OF ONTARIO
The receiver gives notice and declares that:

1. On the 9th day of March 2020, we, Morgan & Partners Inc, became the receiver in respect of the praperty of
1635536 ONTARIO INC ofa VERSITEC MARINE & INDUSTRIAL, that is described below:

Business Assets Book Debts - Accounts Receivable 500000.00

2. We became a receiver by having taken possession or control of the property described above(or by virtue of
being appointed by Liquid Capital Exchange Corp), pursuant to

3. The undersigned took possession or controf of the property described above on theSth day of March 2020.
4. The following information relates to the recelvership:
(@) Address: 4 Stonebridge Drive, Unit 4, Port Colbome, ON, L3K 5V5

(b) Principal line of business: equipment manufacturer and service supplier fo the marine stem tube seal market
{c) Location(s) of business:

(d) Amount awed to each creditor who holds a security on the prOpe}ty described above:
Liquid Capital Cerp $500000.00

{e) The list of other creditors and the amount owed to each creditor and the total amount due is as follows:

{f) The intended plan of action of the receiver during the receivership, to the extent that such a plan has been
determined, is as follows: Collect accounts receivable per the Court Order
{g) Contact person for receiver:
, Tel (705} 738-7003, Fax; (709) 739-7119.

Dated at the City of Barrie in the Province of Ontario, this 9th day of #March 2020,

Page 10f2
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Morgan & Partners Inc - Licensed insolvency Trustee

Fhu Toct-

4 Cedar Pointe Drive, Urfit
Barrie ON L4AN 5R7
Phone: {708} 739-7003  Fax: (709) 738-7118

Page 2 of 2
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Court File No.: CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOQURABLE ) MONDAY, THE o™

- JUSTICE DAY OF MARCH, 2020

Applicant

-and-

1635536 ONTARIO INC, O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC,,

DAVID TAYLOR, REUBEN BYRD and DAVID CARPENTER
Respondents

APPLICATION UNDER SECTION 243(1} OF THE BANKRUPTCY AND INSOL VENCY ACT,
R.S.C. 1985, C. B-3, AS AMENDED AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.8.0. 1990, C. C-43, AS AMENDED

ORDER
{Appointing Receiver)

THIS MOTION made by the Applicant, Liquid Capital Exchange Corp. for an Order
pursuant to section 243(1) of the Burmkrupicy and Insolvency 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 Morgan & Partners lnc. as receiver (in such capacities, the
"Receiver") without security, over certain of the assets, undertakings and praperties of Versitec
Marine USA Inc. and 1635536 Ontario Inc. o/a Versitec Marine & Industrial (Versitec Mardne
USA Inc. and 1635536 Ontario Inc. ofa Versitec Marine & {ndustrial shall hereinafier be referrcd
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“ 2.

to as the “Debtors™) acquired for, or used in relation to a business carried on by the Debtors, was

heard this day at 330 University Avenue, Teronto, Ontario,

ON READING the affidavit of Jonathan Brindley sworn March 4. 2020 and the Exhibits
thereto and on hearing the submissions of counsel for the Applicant and on reading the consent

of Morgan & Partners Inc. to act as the Recejver,
SERVICE

L. 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, Morgan & Partners Inc. is hereby appointed Receiver, without security, of:

{a)  all of the assets, undertakings and properties of Versitec Marine USA Inc.;

and

{9)] (he assets of 1635536 Ontario Inc. o/a Versitec Marine & Industrial set out
at Schedule “A1" and “A2" hereto

acquired for, or used in rclation to a business carried on by the Debtors, including all proceeds

thereof (all collectively, the "Property").
RECEIVER’S POWERS

3. THIS COURT ORDERS that the Recejver js 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;

6u
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(a)

(b)

(c)

(d)

(e

(0

()

.3

lo take possession of and exercise control over the Property and any and
all proceeds, receipts and disbursements arising out of or from the

Property;

to receive, preserve, and protect the Property, or any part or parts thereof,
including, but not limited to, the chenging of locks and security codes, the
relocating of Property to safeguard it, 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 manage, operate, and carry on the business of the Debtors, 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 Debtors;

1o engage consultands, 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;

10 purchase or lease such machinery, equipment, inventories, supplies,
premises or other assets to continue the business of the Debtors or any part

or parts thereof;

to receive and collect all monies and accounts now owed or hereafter
owing to the Debtors and to exercise all remedies of the Debtors in
collecting such monies, including, without limitation, 1o enforce any

security held by the Debtors;

to settle, extend or compromise any indebtedness owing to the Debtors;
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to execule, assign, issue and endorse documents of whatever aature in
respect of any of the Property, whether in the Receiver's name or in the

name and on behalf of the Debtors, for any purpose pursuant to this Order;

to initiate, prosecute and continue the prosecution of any and all
proceedings and to defend all proceedings now pending or hereafier
instituted with respect 1o the Debtors, the Property or the Receiver, and o
settle or compromise any such proceedings. The authority hereby
conveyed shall extend to such appeals or applications for judicial review

m 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 parts

thereof out of the ordinary course of business,

(1} without the approval of this Court in respect of any transaction not
exceeding $50.000, provided that the aggregate consideration for

all such transactions does not exceed $500.000; and

(if)  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 each such case notice under subsection 63(4) of the Ontario
Personal Property Security Act, or section 31 of the Ontario Morigages

Acz, as the case may be, shall not be required.

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

free and clear of any liens or encumbrances affecting such Property;

b

v

124



{(m)

(n)

(0)

)

(@

{n

-5-

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 reccivership, and to share information, subject 1o 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 any governmental authority and any renewals thereof for and
on behalf of and, if thought desirable by the Receiver, in the name of the

Deblors;

to enter into agreements with any trustee in bankruptcy appointed in
respect of the Debtors, including, without limiting the generality of the
foregoing, the ability to enter into occupation agreements for any property

owned or leased by the Deblors;

to exercise any shareholder, partnership, joint venture or other rights

which the Debtors may have; and

to take any steps reasonably incidental to the exercise of these powers or

the performance of any statutory obligations.

and in each case where the Receiver 1akes any such actions or steps, it shall be exclusively

authorized and empowered to do so, to the exclusion of all other Persons (as defined below),

including the Debtors, and without interference from any other Person,

DUTY TO PROVIDE ACCESS AND CO-CPERATION TO THE RECEIVER

4, THIS COURT ORDERS that (1) the Debtors, (ii) all of its current and former directors,

officers, employees, agents, accountants, legal counsel and shareholders, and all other persons

acting on its inswructions ot 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
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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 shalt forthwith advise the Receiver of the
existence of any books, documents, securilies, contracts, orders, corporate and accounting
records, and any other papers, records and information of any kind related to the business or
affairs of the Debtors, and any computer programs, computer lapes, computer disks, or other dara
storage media containing 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 take away copies thereof and grant to the Receiver unfeitered access 1o and use
of accounting, computer. software and physical facilities relating thereto, provided however that
nothing in this paragraph S 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 Recewer due
to the privilege attaching (o solicitor-ciient communication or due (o statutory provisions

prohibiting such disclosure.

6. THIS COURT QRDERS that if any Records are stored or otherwise contained on a
compriter 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
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 copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of the Recejver. 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 discretion require including
providing the Receiver with mslrucuons on the use of any computer or other system and
providing the Receiver with any and ali access codes, account names and account numbers that

may be required to gain access to the information.
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7. THIS COURT ORDERS that the Receiver shall provide each of the relevant landlords
with notice of the Receiver’s intention to remove any fixtures from any leased premises at least
seven (7) days prior lc; the date of the intended removal. The relevant landiord shall be entitled
10 have a representative present in the lcased premises to observe such removal and. if the
landiord disputes the Receiver’s entitlement to remove any such fixture under the provisions of
the lease, such fixture shall remain on the premises and shall be dealt with as agreed between any
applicable secured creditors, such landiord and the Receiver, or by further Order of this Court
upon application by the Receiver on at least two (2) days notice to such landlord and any such

secured creditors.
NO PROCEEDINGS AGAINST THE RECEIVER

8. 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 DEBTORS OR THE PROPERTY
9. THIS COURT ORDERS that no Proceeding against or in respect of the Debtors or the

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

the Debtors or the Property are hereby stayed and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES
16.  THIS COURT ORDERS that all rights and remedies against the Debtors, 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 (i) empower the Receiver or the Debtors to CarTy on any business
which the Debtars is not lawfully entitled to carry on, (ii) exempt the Receiver or the Debtors
from compliance with statutory or regulatory provisions relating to health, safety or the
environment, (iii) prevent the filing of any registration to preserve or perfect a security interest,

or {(iv) prevent the registration of a ciaim for lien.

bo
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NO INTERFERENCE WITH THE RECEIVER

. THIS COURT ORDERS that ne Person sha!l discontinue, fail lo honour, alter, interfere
with, repudiate, terminate or cease to perform any right, renewal right, contracl, agreement,
licence or permit in favour of or held by the Debtors, without written consent of the Receiver or

leave of this Court,

CONTINUATION OF SERVICES

12 THIS COURT ORDERS that all Persons having oral or written agreements with the
Debtors or statutory or reguiatory 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 services, utility or other services to
the Debtors are hereby restrained unti] further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Receiver, and that the Receiver shall be entitled o the continued use of the Debtors' current
telephone numbers, facsimile numbers, internet addresses and domain names, provided in each
case that the normal prices or charges for all such goods or services received after the date of this
Order are paid by the Receiver in accordance with normal payment practices of the Debtors or
such other practices as may be agreed upon by the supplier or service provider and the Receiver,

or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS '

13, THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of
payments received or collected by the Receiver from and after the making of this Order from any
source whatsoever, including without limitation the sale of all or any of the Propertty 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 to 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 herein, shall be held by the Receiver to be paid in accordance with the terms of this Order or

any further Order of this Court.

bu
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EMPLOYEES
14 THIS COURT ORDERS that all employees of the Debtors shall remain the emplayees of

the Debtors until such time as the Receiver. on the Debtors’ behalf, may terminate the
employment of such employees. The Receiver shail not be liable for any empioyee-related
labilities, including any successor employer liabilities as provided for in section 14.06(1.2) of
the BIA, other than such amounts as the Receiver may specifically agree 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

15, THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Dacuments Act, 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 desirahle or required to 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 shal! 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
complcie 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 to use the personal
.information provided to it, and refated 10 the Property purchased, in a manner which is in all
material respects identical to the prior use of such information by the Debtors, and shall return af]
other personal information to the Receiver, or ensure that all other personal information is

destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

16.  THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care. charge, possession or management (separately and/or
collectively, "Possession") of any of the Property that might bz environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
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

6«
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relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Omiario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legistation"), provided however that nothing herein shall
exempt the Receiver from any duty to report or make disclosure imposed by applicable
Environmental Legisiation. 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

17. THIS COURT ORDERS that the Receiver shall incur no liability or obligaiion as a resuit
of its appointment or the carrying 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 ot 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
18. 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 unless
otherwise ordered by the Court on the passing of accounts, 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, statutory or otherwise, in favour of any Persen, but subject to sections 14.06(7),
81.4(4), and §1.6(2) of the BIA.

19. THIS COURT ORDERS that the Receiver and its legal counsel 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 Ontario Superior Court of Justice,

b
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20.  THIS COURT ORDERS thal prior to the passing of its accounts, the Receiver shall be at
liberty from time to lime w apply reasonable amounts, out of the monies in its hands, against its
fees and disbursements, including legal fees and disbursements, incurred at the standard rates
and charges of the Receiver or its counse!, and such amounts shall constifute advances against its

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

21. THIS COURT ORDERS that the Receiver be at liberty and it ts hereby empowered to
botrow by way of a revolving credit or otherwise, such monies from time to time as it may
consider necessary or desirable, pravided that the outstanding principal amount does not exceed
$100,000 (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 funding 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 monies borrowed, tegether with interest and charges thereon, in
priority to 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.

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

enforced without Jeave of this Court,

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

amount borrowed by it pursuant to this Order.

24. THIS COURT ORDERS that the monies from time to fime borrowed by the Receiver
pursuant to this Order or any further order of this Court and any and all Receiver’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.
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SERVICE AND NOTICE

25.  THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the
“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol {(which can be found on the Commercial List
website at htip://www.ontariacourts ca/sci/practice/practice-directions/toronto/e-service-
protocol/) shall be valid and effective service. Subject to Rule 17.05 this Order shall constitute

an order for substituted service pursuant to Rute 16.04 of the Rules of Civil Procedure. Subject to

Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service of

documents in accordance with the Protocol will be effective on transmission.

26.  THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Protocol is not practicable, the Receiver is at liberty to serve or distribute this Order. any
other materiais and orders in these proceedings, any notices or other correspondence, by
forwarding true copies thereof by prepaid ordinary mail, courier, personal delivery or facsimile
transmission to the Debtors® creditors or other interested parties at their respective addresses as
last shown on the records of the Debtors and that any such service or distribution by courier,
personal delivery or facsimile transmission shall be deemed to be received on the next business
day following the date of forwarding thercof, or if sent by ordinary mail, on the third business

day after mailing.

GENERAL
27.  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.

28 THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from acting

as a trustee in bankruptcy of the Debtors.

29.  THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States 1o give
effect to this Order and to assist the Receiver and its agents in carrying out the terms of this
Order. All courts, tribunals, reguiatory and administrative bodies are hereby respectfully

requested 1o make such orders and to provide such assistance to the Receiver, as an officer of this
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Court, as may be necessary or desirable to give effect to this Order or to agsist the Receiver and

its agents in carrying out the terms of this Order.

30, 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 Receiver is authorized and empowered 1o act as a representative in respect of the within
prbceedings for the purpose of having these proceedings recognized in a jurisdiction outside

Canada.

31.  THIS COURT ORDERS that the Applicant shall have its costs of this motion, up 1o and
including entry and service of this Order, provided for by the terms of the Applicant’s securily
or, if not so provided by the Applicant's security, then on a substantial indemnity basis to be paid
by the Receiver from the Debtors’ estate with such priority and at such time as this Court may

determine.

32, THIS COURT ORDERS that any interested party may apply to this Court (o vary or
amend this Order on not less than seven (7) days' notice to the Receiver and to any other party
likely 10 be affected by the order sought or upon such other notice, if any, as this Court may

order.

C. /T/;?«-\’T'

ENTERED AT 7 INSCRIT ATORONTO
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ET?!IDANS LE REGISTRE NO:

MAR 6 § 2070

RER | FAR 93(55

71

133



134

SCHEDULE "A1”
ASSETS

(i) All of Versitec Canada’s present and future accounts recejvable and inventory including,
but not limited to, those particular accounts receivable corresponding to invoices issued by
Yersitec Canada and/or Versitec USA as set out at Schedule A2

(1) All contract rights, instruments, documents, chattel paper and general intangiblies related
to any of the foregoing, including all of Versitec Canada’s rights as a seller of goods;

(iii)  All collateral held by Versitec Canada securing any of the foregoing;

(iv)  All cash and non cash proceeds of any of the foregoing, in whatever form, including
without limitation any balances maintained in any reserve account with LCX and any returned or
repossessed goods;

{v) All books and records relating to the foregoing.



SCHEDULE "A2"

All accounts receivable of 1635536 ONTARIO INC. OfA VERSITEC MARINE &
INDUSTRIAL, VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC,
including, but not limited to, the following:

Versiter Canada
AR Suimmary - War 4, 202010 CON S
ALR 3822

Hlasiiama Cuerant

AAT SHIPINVEST AS T.08q. a7 .- - - F.084.47
Inveloed invoice Cate Funden Date Batche invoice Amount Balance  Iowoice Days

219153 7/1372018 242272018 100aa 7.0B4.47 7.05a.47 230
ADMIRAL COAPORATION 14,565.12 - - - - 14,965, 12
Involced rvalee Date Funded Date Batchd Invoize Amount Balante Involce Days

219124 5/21/201% Bf22/1019 ARDaq 14.965.12 14.965.12 258
Anin International Lid. 13,647.29 -- -- - = 13.647.29
Invoiced Inveice Date Fuaued Date Balche Involce Amsunt Balance  invorce Days

219167 B/1472019 IFAIF2009 T 10048 13,647,259 13,647.29 204
Biug Line Ship Managaernant 54 10,886.22 .. - -- - 30,896.22
Invaiced Lfverige DAl FlLhded Dals Barchd Invosce Amoant Balance  Iovaice Days

215138 9/16/2019 2772019 10051 1305344 13.053.44 171

11D22T 1042172013 11/8/2018 10053 B.731.86 B,732.86 136

218223% 11/1/2018 J1/A/2015 10053 5,106,852 9.109.92 i2s
Brndesbeschaffung GMBH 30, 338,88 - .= - -- 20,335.B8
‘nvgiced invaice Date Funded Date Hachd Invaice Amount Balance  Irnvolce Days
) 219115 ES18/2015 64282019 10040 30.338.88 30,338 .83 6%
Dalomar Shippisg 5.4, 13,295.90 -- - - - 13,285,590
invoiced trvoice Bate Funded Date Batchy invoice Amounk Bolance  Involce Days

219034 6/a/2018 G/2B/2013 10020 13,295.990 13,295.90 275
Laglern Meditetrgmean Maritime Lia, 2B8.152.89 - B - - 28,452,829
invaices Iyarice Dake funded Diate Batchy Invoice Armpunt Balance Invoice Days

212132 6/15/2019 g/13/2013 100398 7.558.07 7.558.07 64

R19137 7/8/3201% /1372014 10098 9,254,232 536422 241

2115216 10/24/2019 11/8/201% 10Q53 11,630.549 11.830.59 133
FRI KARMSUND AS 1%,898.32 .. b - - 13,898.32
invpicad irwyaice Date Funded Dt Batciw tnvgice Ampunt Balan¢e  Invaice Days

217101 &/10/2019 8/22f201% 10044 13.83#.32 13858322 263
GREEN SHIPPING A% 5.439.4¢ - -- . - ’ 5,439.40
lvoicad Invaice [tate Fiided Datae Batch# Invaice Amount Balance [nvaice Days

212116 G/25/2019 B/22/2019 30044 5.43%9.40 5,439.40 254
HIGL AS AB52.29 . - - - a.8532.29
Invoiced nugice Date Funded Data Batche Invaice Amount Baiance  Iavolce Days

219164 81671019 4/13/2019 10048 485223 2 B5220 202
Pramuds 5.p.a. 10,313,386 .. . - as 10.312.26
Invoiced Invoice Date Funded Date Batch# lrvalce Amount Balance invoice Qays

215178 »/28/2019 BS 2B/ 20192 10045 10,313.26 10,313.26 221
Thenzmari (Ship Manggament) ing. 37.456.51 - -- - - 37.456.51
Invoioel Invaice Date Funded Dats Batchd invoice Amoyng Bafance  Involce Days

219162 F/3I0/2019 B/28/2013 10045 19.4911.62 1081162 219

1191584 10/19/2020 117872019 10053 8,146 .56 B8.146.65 128

219204 10/1/2019 13/8/2019 10053 11,113,324 11,113.34 156

219235 1G725/2008 11/8/2018 10053 7.384.88 7.3E4.85 13z
Transmed Shipping Co. Lid. 14,375,21 «- -- - - 14,075.21
I el fresice Date Funded Date Batchr Lavalce Amount Balanee  lnwajce Days

2LFIBR 10722/7019 1:/8f2013 16053 14,075 21 1437521 i38
AR Fromar 3,112.77 - - - - 311377
Invoiced Invoice Date Funded Date Batchy Invaice amaung Balance Invelze Days

2158375 B/1f2015 B/2872019 10045 311277 BIIN7¥ 238
WILSOM SHIP MANAGEMENT AS 1D.008.27 - - -- - 10,004.27
Inyaices Invoice Date Funged Cate Batche Invales Amount Balance  Invoice Days

219103 77572018 &8/22/3013 10044 10,003 27 10.009.27 244

Grand Total AR Ac 4822 237,636.80 a o a 0 337836 80

¥

m
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Varsiter USA

AR Summary - Mar In US §

ACH 48200

DebtorName

ANGLO EASTERN SHIP MANA

lnvgiced
1419048
Ula0s1
1119053

Invoice Da Funded Da
/712019 8/28/2019
/2872009 872872015
7/25/2019 8/28/2019

Waller Ship Management Ltd.

[nvolced
u1age7
115042
L13044
U19045
13049

Versitec Canada

Invgice Da Funded Da
VS EG198/28/2018
5728/ 2019 R/5/ 2010

T/26/20188/28/2018
6/2/2G19 R/22/2018
/1972018 842872019

Grand Tatal AR

AR Summary - Mar 4, 2026 In US &

ACH 4821

DebtorName

CRUISE MANAGEMENT I

Invaiced

invoiced

Invaiced

TERNATIONAL, INC,
tnvoice Oa Funded Da Batch#

GEMENT LTD. fHONG KI

Batchy
10022
10022
16022

Batch¥
10022
10020
10022
10023
10022

Ae 48200

215078 4/10/2019 5/3/2019
GREAT LAKES DREDGE & DOCK, L1

Invoice Da Funded Da Batché
218213 8/26/20199/27/2019
METEOR MANAGEMENT BULGARIA LTD

invoice O3 Funded Oa Batchd
219073 5/21/2019 6/28/2019

Wallem Ship Management Lid,

Invoicek

lnveice Da Funded Da Batch#
219127 B/2/2019 8/28/2019
219214 8/16/20199/27 /2018

Grand Tatal AR

Balance

Current’

32,555.00 -- - = 22,555.00
Irvoice Amou Balance Invoice Days Owver Due Day:
5,095.00 5,085.00 42 212
B400.00 £,400.00 221 181
9,060.00 9,060.00 224 194
53,058.67 -- - - 53,053.67
Invoice Amow Balance levoice Days Over Due Day:
23,079.94 23.075.94 224 194
4,940.38 4,540.38 51 221
15,106.35 1510635 223 193
3,938.00 3,938.00 o7 247
5,985.00 5.9495.00 230 200
75,614 67 a 0 Q a 75,614.67

Ac 4822

Balance - Current -

G1-Up

13,945.00 -- .- - - 13,245.00
Invaice Amount Batance  Invoice Days Over Due Days

10024 13,945.00 13,345.00 230 300
48,821,759 -- - - - 48,921.7%
fnvalce Ameount Balance  Inwoice Days Cwer Due Days

1003t 48,821.79 48,521.73 192 162
6,320.00 -- - - - 6,320.00

Invoice Amount Balance Invoice Days Over Due Days

10028 6,320.00 6,320.00 285 58
25,887.00 -- - - - 25,887.00
tnvaice Amoumt Balance  fnvoice Days Over Due Days

025 19,532 00 18,532.00 216 1Ba
10031 6,355.00 6,355.00 171 141
85,073.79 4] 0 4] 95,073.7%
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SCHEDULE "B"
RECEIVER CERTIFICATE
CERTIFICATE NO.
AMOUNT §

i, THIS I8 TO CERTIFY that Morgan & Partners Inc,, the receiver (the "Receiver") of the
assets, undertakings and properties of Versitec Marine USA Inc. and 1635536 Ontario Inc. o/a
Versitec Marine & Industrial (the “Debtors™) acquired for, or used in relation to a business
carried on by the Debtors, 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 March, 2020 (the "Order) made in an action having Court file number CV-20-00637427-
00CL. 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 Lender with
interest thereon catculated 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 per

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 thereon of al} other certificates issued by the Recejver pursuant to the
Order or 1o 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 ri ght of the Receiver to indemnify itself

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

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

the main office of the Lender at Toronto, Ontario.

5. Until all liability in respect of this certificate has been terminated, no certificates creating

charges ranking or purporting to rank in priority to this certificate shall be issued by the Receiver
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to any person other than the holder of this certificate without the prior written consent of the

holder of this certificate.

6. The charge securing this certificate shal! 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 Qrder.
DATED the __ dayof , 2020,
MORGAN & PARTNERS INC., sclely in its
capacity as Receiver of the Property, and not in

its personal capacity

Per:

Name:
Title:

£ |
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EXHIBIT 3



1

CORFGRATION HANE TAX ¥R,
VERSITEC MARINE USA INC. 2019
FILE NOMBER |INCORPORRTION DATE | RENEWAL/REUCCATION DRTE
4927964 [2011/01/18
PRINCIFAL PLACE OF BUSINESS PHDNE NUMBER
900 N FEDERAL HWY SUITE 100 {561) 756-8044
BOCA RATON , FL 33432
REGISTERED AGENT AGENT NUHBER

UNITED CORPORATE SERVICES, INC. 9001653
874 WALKER RD 3TE C
DOVER DE 15504

AUTHORIZED STOCK BESIGNAT [ON. WO. GF GHARLS FAR UALUES SHARL
BEGIN DATE END ORTE STOCK CLASS
2011/01/18 COMMON 3,000 .0000000000
GFFICER MG HE STREEESCITW/STATE/ZIP TITLE
REUBEN K BYRD 15480 SATURNIA LAKES DR CEQ

BOCAK RATON, FL 33498

DIRCCTORS NAKE STREET/CITY/STRATE/ZTP
REUBEN K BYRD : 19480 SATURNIA LAKES DR
BOCA RATON, FL 33488

NOTICE: Pursuant to 8§ Del. €. 502(8) If any officer or director of a corporation required to make an annual franchise tax report
to the Secretary of State shall knowingly make any false statement in the repors, such officer or director shatl be guitty of perjury.
TITLE

RUTHORTZED BY TOFFICER. DIRECTOR OR INCORFORATOR) DATE
REUBEN K BYRD 2020/02/20 CEO

19480 SATURNIA LAKES DR
BOCA RATON, PFL 33488 US
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§u
State of Delaware

Annual Franchise Tax Report

CORPGRATION RARE TAX VR -
VERSITEC MARINE USA INC. 2019
FILE NUMBER |FEDERAL ENPLOYER ID WO,
45327354 | 520368110
ASSETS FOR REGULATEC IWUESTHENT CORPS
JAN. Tst. EC. 31st.
Datels) of inactivity
From To
TOTAL NUMBER OF SHARES ISSUED TOTAL GROS5S ASSETS ASSET DATE

Franchise Tax Penalty 1.5% Monthly interest Annual Filing Fee Prev Credit or Balance

3$175.00 $0.00 50.00 $50.00 £0.00
Prepald Qrty. Payments Amount Due Amount Pajd Check Nomber

50.00 $225.00 5225.00
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EXHIBIT 4



Memorandum of Operations

VERISTEC Group of companies

Sales & Receivables

Key individuals in charge

John Mergan, Lance Lockett and Reuben Byrd

Operational review

1.

For product that is being prepared and not shipped the reports will capture this information in
summary cross referencing it by Customer, by Purchase Qrder, by Product requirement

This amount is considered to be future sales but not fulfilled at the time of the report

For the sales that have been fulfilied but not shipped because the location for the drydock has
not been finalized this change from 2 will be tracked and monitored to obtain an idea of future
sales but also to understand committed and spent costs of production

The Accounts Receivable list will be updated weekly by having the receipted funds by customer
received by MPI by Wednesday of every week to enable an up to date A/R report circulated for
discussion and review by the key individuals assigned to this task listed above. Jane Morgan will
be able te provide that list from the Trust accounting system on a total and specific customer
basis to ensure proper aflocation hetween the two companies. This cash receipt weekly
summary will also be provided to Brian Gunning to allow timely update into the Versitec
accounting system.

On Friday morning commencing Friday April 2, 2020 Lance and John will discuss these reports in
1,2 and 3 above to determine any action to be done and also to discuss any discussions as to
receipt of payment expectation from the customer that Lance has contacted during the week.
Suggest that these comments be a part of the Accounts Receivable report

To the extent possible, Reuben will keep John and Lance updated as to current marketing and
sales efforts in order that this infarmation can be summarized and integrated into monthly
reporting package to all and to the secured creditor. This will be distributed by John Morgan at
the end of every month/four-week period

If at any time emergency telephone conference calls are necessary then Lance, John and Reuben
will schedule as needed with a view to making the necessary action list to be Tollowed up.

Cash Receipts

Initially a letter on Versitec letter head will be sent by Rueben to all current and prospective
customers 1o inform them of the wire transfer process.

This tetter will be drafted on March 31, 2020 for distribution to all of the customers of both
companies

Jane Morgan will provide the wire transfer instructions for the Versa bank account to be
monitored and reviewed daily by both Jane and lohn,
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e Ifthere is a critical issue in this process that needs to be addressed, we will all assist in taking
and making the necessary changes with Versa Bank and the Versitec customer with the
assistance of Lance and Reuben

Disbursements, Expenses and Payables

Key individuals in charge
John Morgan, Jane Morgan Brian Gunning and Reuben Byrd

Operational Review

Trade Suppliers

*  Final approval will be made by John Morgan in discussion and consultation with Reuben

¢  For all invoices that have been the subject of 2 purchase order before approval is obtained afl
bills of lading, purchase orders (individual or blanket) and proof of receipt must be forwarded by
Brian gunning or Rueben to Jane Morgan for review and comment

*  This should be done at leasi five working days before payment is required in order for the
necessary wire transfer is arranged to pay the invaices,

s At the very least Rueben or Brian's’ initial should be attached to the invoice indicating itis a
proper business expense.

¢ By having this information five business days before hand it will enable Morgan & Partners to
arrange the transfer out of the Versa bank account and set up the necessary wire transfer hack
to Versitec, Weekly Jane Morgan wili provide a summary of the wire transfers and the
supporting documentation to Brian Gunning for inclusions in Versitec's accounting system.

e All wire transfers will be documenied by both the wire transfer amount by day by month
accompanied by the approved invoices as well as the individual invoices wifl be kept in supplier
folders to ensure the ease of cross reference if required in the future. This will be done by MPI.

¢ |tis understood that in the event there is not enough funds to accomplish the payments in total
then the amount transferred will be adjusted accordingly.

Payroll

s There are two payrells that must be paid on a timely basis.

*  For the Canadian payroif Brian Gunning will prepare a summary by employee noting their gross
pay and showing their applicable statutery deductions for each pay period and send this
information to lane Morgan at least three business days before it is to be paid.

e Jane Morgan will prepare the required amount to be transferred via wire transfer to Versitec for
payment to the individual employees.

*  Brain Gunning will provide to Jane Morgan on the 10" of every month the payroll source
deductions including empioyee and employer source deductions with the appropriate CRA
payment stub information. Jane Margan will ensure that this payment will be paid out of the
trust account by the 15" of every month.
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s  Forthe US payroll a summary of time and jobs will be submitted along with the request for
payment 5 days before the payment is due,

¢ Employee US taxes will be the responsibility of the respective employee to be paid to the IRS.
Confirmation that this payment has been paid will be required at the time it is required to be
pzid to the IRS.

Excise Tax Act Quarterly Remittances

e  Brian Gunning will provide to Jane Morgan the quarterly HST remittance form showing it was
filed with the CRA and if required the payment being requested to be paid in the timely manner
set out above,

Financial Statement

s On amonthly basis not {ater than one week after month end Brian Gunning will provide to John
Morgan a set of monthly financial statements on a YTD basis and monthly basis the financial

results of both Versitec companies.
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EXHIBIT 5



MORGAN
&ZPARTNERS INC.

TRUSTEE IN BANKRUPTCY INSOLVENCY & RESTRUCTURING

April 29, 2020

Reuben Kary Byrd
18480 Saturina Lakes Drive
Boca Raton, Florida 33488

Dear br. Byrd:

Re: Court Appointed Recelvership of Versitec Marine USA and 1635536 Ontario Inc. ofa
Versitec Marine & industria}

Morgan & Partners Inc. (the “Receiver’) has heen appointed by the Ontario Superior Court of
Justice pursuant to the Order of Justice C A. Gilmore dated March 2, 2020 {the "Raceivership
Order”}, as Court Appointed Receiver of Versitec Marine USA Inc. and 1635536 Ontario Inc. ofa
Versitec Marine & industrial (the "Debtors™,

The Receiver hereby engages Reuben Kary Byrd as a consuffant {the "Consultant™), on a limited
ierm engagement, iy order o assist in the operation of the business of the Debtors at the

direction of and on bhehalf of the Receivar.

The remuneration paid to the Consultant shalt be a consultancy fee in the amount of USD$13,000
per monih, inclusive of HST, payable in bi-monthly instalments, which may be subject io
amendimant at the sofe discretion of the Receiver. The Consultant shall submit 3 monthly invoics
to the Receiver in respect of this arangement. The Consuitant shall be paid up to and inctuding
the date of termination of this engagement, and no compensation shail be payable for any period
after the date of termination. The Gonsultant shall also be reimbursed from time to time for
reasonabie and necessary expenses incurred by the Consultant in connection with performing his
services. All expenseas shall be pre-approved by the Receiver.

The consuitant will also be paid a monthly variable compensation bonus based on the following
eriteria:

1. For receivables collacted during any monthly period in excess of $100,000 (CDN, Euro
or 3D basis), an addifional USD$2000.

2. For receivables collected Detween $100,001 to $200,000 in any given month, an
additional USD$3.000.

3. Forreceivables coblected over $200,000 i any given month, an additional USD$4,000.

The range and the compensation wilt be determined at the end of each monthly period. The
vatiable compensation criteria above are not cumulative.

This engagement creates an independent contractor relationship, not an employment
refationship. The Consuitant acknowledges and agrees that the Receiver will not provide the
Consultani with any employee benefits, including without limitation any social security,
unemployrnent, medical, or pension payments. The Contractor shalt be responsible for deducting
any and ail applicable federal and provincial taxes, deductions, premiums, and amounts owing

% Cedar Pointe Drive, Unil ], Bartie, ON LAN GR7
Tel: 7057897003 Yax: 705-730-7119
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with respect fo the compensation received pursuant fo this agreement and remitting such
amounts to those governmental autherities as prescribed by law. This engagement does not
authorize the Consuitant to act for the Receiver as its agent or to make commitments on behalf of
the Receiver.

it is acknowledged and agreed that the Consultant shatl not do or cause to be dane, any of the
following, without the specific prior written approvat of the Receiver:

1. Issue any purchase order or otherwise commit the Receiver to purchase goods and
services other than in the normal course of operations.

2. Issue of promise to issue any credits to customer accounts.

Mazke or promise to make any refunds of any king.

F_,\J

4. Send out any communication to any party o parties for any purpase other than in the
. hormat ang crdinary course of running the business of the Deblors. -

Empioy or offer empioyment to any employees or agents, whether on a full, part-time,
cormimission or piece-work basis.

&

6. Terminate any staff or agents of the business.

7. Pay cut any cash other than strictly in the ordinary course of business, and without prior
approval by the Receiver,

8. Remove or permit io be removed from the premises any books, records or veuchers of
the buginess.

8. Remove or permit civersion of any accounts receivable of the business of the Debtors, or
pay zny monies to any party outside of the ordinary course of business, without the
axpress approval of the Recsiver.

10. Remave or permit to be removed from the premises any assets of the Debtors, whether
owned of igased, other thar in the normal course of business.

1. Issue any statemenis to the media, either directly or indirectly, orally or in writing.

itis acknowiadged and agreed that the Consultant shall do the following:

1. Bring {0 the attention of the Receiver any matter or matters which would affect the
Brebtors and/or the Receiver in the course of ifs operations and duties,

2. Report and remit any and all necessary taxes to the proper authorities as and when due,
and at the time reguired.

3. Ensure thal current payroll is met and paid as and when due as approved by the
Recelver. Ensure that all individuals employed are properly licensed as necessary to run
the operations of the business.

4. Maintain a separate bank account for the operations of the business of the Debtors and
reconcile it monthiy.

Morgangy Partiers e, -
A Cedar Pobute Drive, Unn J, Barie, ON 14N 5R7 g}é\
Vel 705-739-7003 Vax: 705-738-7119 2
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Ensure that all assets of the Debtors are properly and sufficiently insured, and to notify
the Receiver forthwith if at any time there is any lapsed or insufficient insurance
coverage.

6. Ensure that any and all key suppiiers are paid, with the prior approval of the Receiver or -
its designated agent(s).

7. Toadvise the Receiver and/or its designated agent(s) forthwith of any litigation
commenced against the Debtors. .

8. Provide the Receiver written confirmation that all tiabiiities and accounting records have
been mairtained on a monthly basis, or otherwise when requested by the Receiver.

9. To otherwise provide assistance and co-operation with the Receiver in the discharge of
the Receiver's mandate under ihe Receivership Order.

This agreement may be ierminated by the Receiver without cause and without liability by detivery
of written notice to the Consultant. This agreement may be terminated by either party at any time
by the one party delivering written notice of such termination io the ather, which notice shall be
effective as of the date and hour of its delivery; aither personally or at the address above. For
greater certainty, the within engagement is for a limited term of uncertain duration only for as long
as is necessary 1o assist the Receiver in the discharge of its obligations under the Receivership
Order.

Date at Barrie, Ontario this ™ day of April, 2020.

MORGAN & PARTNERS INC.. solely in its capacity as Court Appointed Receiver
of Versitec Marine LJSA Inc. and 1835536 Ontario Inc. ofa Versitec Marine

& industrial {the "Debiors”)

Per:

Jhhn pﬁérgar?,’ CA, CA.CI@FE, CBM
Predldent

(ﬁﬁgagement Accepted <\

S NG o
Reuben Kary Byrd - i

Morgan&y Prrtners Ine

4 Cedar Poinle Drive, Thnil ], Barrie, ON LAN 3R7 \{ N
Tei: 705-739-7003 Fax; 705-739-7119 (
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EXHIBIT 6



| TOTAL MOLD LISTING {COMPLETED AND NON COMPLETED MOLDS) | DATE 2/5/2019
L €X [ sc1 sc2 IHC MKl | Mkz | NOTES | VGA |
% 125 §01-125 SC2-525 IHC-158 WK1 155 MK2-125 VGA-300
X 140 SC1 356 5C2-140 (HC-170 MED LI MKZ-135 VG-135 VGA-335
CX-160 SCL-170 $C2-160 IHC-130 BT 1O0 Wik2- 345
£X-180 S€1-190 1HC-200 MK L-200 K255
CH-200 5C1-200 $C2-200 HC-220 MKL-230 MK2-170 VG-170
CX-220 $£1-220 5C2-220 1HC-24D MK1-240 MK2-190 VG-190
CX-240 501-240 5C2-240 IHC-260 MKL-260 MK2-200 Based en 220 geo.
{X-260 5C1-260 5¢2-260 IHC-280 WKL-380 MK2-220 Installed on LISNS vesse|
£X-280 SCL-280 5C2-280 IHC-300 M1-300 MKZ-240 VG-240
€X-300 5C1-300 $£2-300 IHC-330 WK1-33D MKZ-260 VG-260
€4-330 5C1-334 1.015% §C2-330 {HC-355 MK1-355 MK3-280 VG-280
CX-355 $¢1-355 1,025% 3C2-355 IHC-3B0 MKI-380 MKZ-300 VG-300
Cx.350 5¢1-480 §c2-380 FHE-00 K3 400 MK2-320 VG-330
CX-400 5C1-a00 SC2-400 LHE-420) MKE-120 MK2-355 VG355
X-420 5C1-420 IHC-450 M L-250 MK2-380 VG350 ]
X450 SC1-950 SC2-450 IHC-480 ME1-480 MK2-300 VG-400
CX-480 SC1-580 5C2-480 IHG-500 AK3-500 MK2-420 -_MOBIFY MOLD
€X-500 501500 SC2-500 IHC-530 MK1-535 MK2-850 VG-450
CH-530 $£1-530 5C2.530 IHC-560 MK L SED MI2-480 VG-980
CH-560-1 SC1-560 SC2-560 tHL-F00 MK1ECD MK2-500 ViG-500
ON-560-2 SAP. SEAS 511-600 SC2-600 FHC-620 K253 MEK2-530 VG530
CX-500 501-530 5C2-630 1HEC-570 ME 165 MK2-560 VG-56D
CX-63D $C1-670 SC2-670 HC-710 MKi-710 MK2-€00 VE-B0D
CX-670 SC1-710 5€2.710 IHC-750 EREE MK2-630 VG-§30
C3-714 SC1-750 SC2-750 IHC 200 WAk L5000 MK3-E70 ‘MODIFY MOLD
X750 SCL-500 5C2-800 IHC-850 MK1- 850 MK2-710 VG-710
C-R00 5C1-850 <2850 KT 9 MK2-758 VG-750
CE-850 $C1-300 5C2-900 R
£X-900 SC 1950 SC2-450 WK
€950 S61-1000 SCE-99S
CN-1060 SC1-1060 502-1000 MK2-950
£3-1050 5C1 1120 03-1060 K2 - 1000
Cx-1120 SE1-1180 SC2-1430 MK 2- 150
CX-1180 5C1-1250 S03-1180 MK2-1120
) G2 1250 M<Z 1150
Garzprom Oval mold M2 1250
Garzprom Green mold
Garzprom Chevron mold
TOTALS
MOLDS NOT MADE YET. 13 15 i3 10 19 1l 81 :
MOLDS MADE, 20 18 22 15 8 25 113 ;
2 MOLDS REQUIRE
MODIFICATION
NOTE:

CX-560-2 15 PREFERRED MOLD.{SAPHIRE SEAS)

VGA STIPULATION INDICATES WE HAE OWN HOUSING.

YELLOW BLOCKED CELL INDICATES MOLD MUST 88 MODIEIED. GEQMETRY SENT TO PAULO.
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VERNITEC

Versitec Marine

3/31/2020

To: Qur Valued customers

We live in very challenging times but collectively with each other’s co-operation we will all get through
the world wide challenges we now are all facing together. With this in mind | am making a request that
you direct any future payments from services provided by the company to our new banking institution,
namely Versa Bank. For your convenience the applicable wire transfer instructions are enclosed with this
communication. We request that you direct this information to the responsible individual or department
with in your organization that has wire transfer/payment responsibitities. This request supersedes any
prior request that you may have received from us or any other organization and we wish to thank —you
in advance for your co-operation in this matter.

If you have any further questions in regards to the contents of this letter please feel free to contact me
directly.

Yours sincerely

Reuben Byrd

4 — 4 Stanebridge Dr., Port Colborne, ON L3K 5V5 | P; (905) 834-5566 | F: (905) 834-5834 | www.versitec.ca



new Banking info relayed to the following:
invoice generator has new banking instructions on all new orders
to agents responsible to relay to the corresponding customer

agent customer
Pranab Anglo Eastern Ship Management
Wallen Shipmanagement Limited

Promar AAT Shipinvest As
ADMIRAL CORPORATION
FRI Karmsund As
Fri Langesund AS
Green Management SP. Z 0.0
Hogli AS

Xenofon  Eastern Mediterranean Maritime
Empire Bulkers Ltd
Maran Dry
Navarone S.A.
Thenamaris Ships Management inc.
Transmed Shipping Compary Ltd.

Wilson Golden Lotos Ol Gas & Real Estate JSC
Tan Cang Shipping JSC.
Tanbinh Co. Ltd.

MM Finbeta spa
Meteor Management Bulgaria Lid.
Thome Ship Management
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l * Government Gouvernement
of Canada du Canada
Canada Revenue Agency Logout \

View and pay account balance

Payrell deduction account;
854061173RP0001

Business name:
1635536 ONTARIO INC.

To make a payment, go to Make a payment.

The following account information is not a complete statement of account.

Tax year balances

Select link to view detail

- Tax ($) Amount . ($) Amount , ($) i‘4 returﬁ | ($) ﬁalancé é.($) Balance 9
“year @ paid®@ | unpaid @ amount | adjustment® - '
220 $0.00  $12,337.18 Cr 5000 $0.00 $12,337.18 Cr
M, $66,120.45 Cr | $14?,3;53.38 Cr _ $0.00 o $000 : $213,4?3.83 Cr.
2018 $247,272.08Cr 5000 $247.272080r  $0.00 $0.00
2017 $186,849.81 Cr. | $0.00 $186,849.81 Dr'_' $0.00 $0.00
2016  $107,236.62 Cr: $0.00- | $107,236.63 Dr. .$b.01 Cr. | | $000 _:
ﬁ . $106,614.14 Cr | $0.00 $106,61;1.14 Df : - $0.00 - | $0.00
M $76,484.76 Cr: o $b.0b ' $76,484.?6 Dr o ”$0.00 . $b.06
2013 $79261.90Cr  $0.00. $78817.65Dr  $444.25Dr 50,00

Arrears account balances

Current total amount owing: $195,996.58
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Select link to view detail

Taxyear @ ~ ($) .Am.du.n.t owinglo ($j Uncharged in.teresfé. : .($). Law”ct_:s.tou
| m. T 314854850;- T e $000
2019 -: $180,05241Dr  $1,006.28 Dr

2018 | ©os0000 | $0.00°

2017 .00 $000

2016 | $o.co? o éo.oo_

ot om0 L $000

2014 $0.00 | | ”$0.00 .

2015 oo T em

- Total : $194,907.26 Dr o $1 ,I039.32 Df; o -$U.00 '

Need assistance or want to make a payment?

If you need assistance, request a call back,

For payment options, see Make a payment, '

Note: Electronic payments will be appfied to your account in approximately 48 hours. It may take
longer to process payments mailed or made at financial institutions.

Screen ID: B-RP-AB-01

Date modified:
2019-10-21
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A First Vancouver Finance v. Canada (Minister of National Revenue -
M.N.R.), [2002] 2 S.C.R. 720

Supreme Court Reports

Supreme Court of Canada
Present: McLachlin C..J. and Gonthier, lacobucci, Major, Bastarache, Binnie and LeBel JJ,
Hearing and judgment: March 12, 2002.
Reasons delivered: May 23, 2002,
File No.: 28082.

[2002] 2 S.C.R. 720 | [2002]2R.C.S.720 | [2002] 5.C.J. No.25 | [2002]A.C.8.no25 | 2002 SCC 49

Her Majesty The Queen in Right of Canada, as represented by the Minister of National Revenue, appellant; v. First
Vancouver Finance, raspondent, and Great West Transport Lid., respondent.

ON APPEAL FROM THE COURT OF APPEAL FOR SASKATCHEWAN {47 paras.)

Case Summary

income tax — Administration and enforcement — Collection — Source deductions — Trust for moneys
deducted -— Employer failing to remit payroli deductions — Accounts receivable sold to third party —
Whether property acquired by tax debtor after statuiory deemed trust arises subject to trust — If so,
whether saie of trust property to third party reieases property from frust — income Tax Act, R.8.C. 1985, c.
1 {5th Supp.}, s. 227(4), (4.1).

The respondent, First Vancouver Finance, entered into a factoring agreement with Great West Transport
whereby it would purchase Great West's accounts receivable at a discount. After purchase, the Great West
invoices were forwarded to Great West's debtors, along with notification that the accounts had been sold and that
subsequent payments should be made directly to First Vancouver. Among the accounts purchased were several
owing by Canada Safeway Limited. As of the date of the factoring agreement, Great West owed money to the

Minister of National Revenue because of unremitted payroll deductions. First [page721] Vancouver had made :
arrangements with the Minister to forward part of the purchase price of the accounts to be applied to Great .

West's arrears. The Minister served Canada Safeway with Enhanced Requirement to Pay Notices ("RTPs"} as
authorized by the Income Tax Act ("ITA"). in response, Canada Safeway made payments to the Minister relating
to accounts which Great West had assigned to First Vancouver. First Vancouver brought an application to

recover the amounts paid by Canada Safeway to the Minister pursuant to the RTPs. The Court of Queen's Bench :

granted the application in part, holding that First Vancouver was entitled to the maneays owing on accounts
factored before the RTPs were issued. The Court of Appeal upheld that decision.

Held: The appeal should be dismissed.

The ITA requires employers to deduct and withhold amounts from their empioyees’ wages ("source deductions”) '
and remit these amounts to the Receiver General by a specified due date. Under s. 227(4), when source -
deductions are made, they are deemed to be held separate and apart from the property of the employer in trust

for Her Majesty. If the source deductions are not remitted fo the Receiver General by the due date, the deemed

trustin s. 227(4.1) becomes operative and attaches to property of the employer to the extent of the amount of the
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unremitted source deductions. The trust is deemed to have existed from the moment the source deductions were :
made. The s. 227(4.1) deemed trust is similar in principle 1o a floating charge over all the tax debtor's assets in :
favour of Her Majesty. As long as the tax debtor continues to be in default, the trust continuss to float aver the |
tax debtor's property. At any given point i fime, whatever property then belonging to the tax debtor is subject to -
the deemed trust. As property comes into possession of the tax debtor, it is caught by the trust and becomes _
subject to Her Majesty's interest. Simitarly, property which the tax debtor disposes of is thereby released from the
deemed trust. The mutuality of treatment beiwesen incoming and outgoing property relating to the deemed trust is .
supported by both the plain language of the provisions as well as their purpose and intent. Her Majesty's interest -
in the tax debtor's property is protected because, while property which is sold to third party purchasers is

released from the trust, at the same time, the proceeds of disposition of the alienated property are captured by

the trust. Commercial certainty is promoted owing to the fact that third party purchasers are free to transact with

tax [page722] debtors or suspected tax debtors without fearing that Her Majesty may subsequently assert an
interest in the property so acquired,

Since the deemed trust created by ss. 227(4) and 227(4.1) encompasses property which comes into the hands

of the tax debtor after the trust arises, when Great West came into possession of the Canada Safeway invoices, :
the deemed trust, which had already arisen as a consequence of Great West's default in remittances, .
successfully attached to those invoices. However, the deemed trust does not operate over assets which a tax ¢

debtor has sold in the ordinary course to third party purchasers. Once the Canada Safeway invoices had been
factored to First Vancouver, the Minister was prevented from asserting its interest in these invoices.
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[page723]

The judgment of the Court was delivered by

IACOBUCCI J.

Infroduction

1 This appeal concems the interpretation of the deemed trust provisions in ss. 227(4) and 227(4.1) of the Income
Tax Act, R.S.C. 1885, c. 1 (5th Supp.) ("ITA™. Al the hearing of this appeal, the Court dismissed the appeal with
reasons to follow. The dispute is over certain property which came into the hands of the tax debtor after a deemed
trust under s. 227(4.1) arose. The property was subsequently sold to a third party, after which time the Minister of
National Revenue {"Minister") asserted an interest in the property on the basis that it continued to be subject to the
deemed trust even after its sale.

2 As aresult, the two specific issues to be resolved on this appeat are, first, whether property which comes into the
tax debtor's hands after the deemed trust arises is subject fo the trust, and, second, if so, whether the sale of trust
property to third parties serves ta release this property from the ambit of the frust.

3 Section 153(1) of the ITA requires employers to deduct and withhold amounts from their employees' wages
("source deductions") and remit these amounts io the Receiver General by a specified due date. By virtue of s.
227(4), when source deductions are made, they are deemed to be held separate and apart from the properiy of the
empioyer in trust for Her Majesty. If the source deductions are not remitted to the Receiver General by the due daie,
the deemed trust in s. 227(4.1) of the ITA beccmes operative and attaches to property of the employer to the extent
of the amount of the unremitted source deductions. As well, the trust is deemed to have existed from the moment
the source deductions were made.

4 For the reasons set forth below, | find that the s. 227(4.1) deemed trust is similar in principle fo [page724] a
floating charge over all the tax debtor's assets in favour of Her Majesty. The trust arises the moment the tax debtor
fails to remit source deductions by the specified due date, but is deemed to have been in existence from the
moment the deductions were made. As long as the tax debtor continues to be in default, the trust continues to float
aver the tax debtor's property. Thus, at any given point in time, whatever property then belonging to the tax debtor
Is subject to the deemed trust.

5 Viewed in this way, it is clear that, as property comes into possession of the tax debtor, it is caught by the trust
and becomes subject to Her Majesty's interest. Similarly, property which the tax debfor disposes of is thereby
reieased from the deemed trust. This mutuality of freatment between incoming and outgeing property relating to the
deemed trust is supported by both the plain language of the provisions as well as their purpose and intent. Most
importantly, Her Majesty’s interest in the tax debtor's property is protected because, while property which is sold to
third party purchasers is released from the trust, at the same time, the proceeds of dispesition of the alienated
property are captured by the trust. Moreover, commercial certainty is promoted owing to the fact that third parfy
purchasers are free to transact with tax debtors or suspected tax debtors without fearing that Her Majesty may
subsequently assert an interest in the property se acquired.

8 Accordingly, [ would dismiss the appeal on the basis that, although the property acquired by the tax debtor after
the deemed trust arose became subject to the trust, when this property was sold to a third party, it was thereby
released from the ambit of the deemed trust. As such, after the sale, Her Majesty could na longer assert an interest

i0u
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in the property.

II. Facts

7 The respondent, First Vancouver Finance ("First Vancouver"}, is engaged in the business of factoring accounts
receivable. Great West Transport Ltd. {"Great West") is in the transportation business. On November 6, 1997, First
Vancouver and Great West entered into a factoring agreement providing [page?25] for the purchase by First
Vancouver of Great West's accounts receivable at a discount. Pursuant to the agreement, First Vancouver became
the owner of certain debts due to Great West.

8 Under the terms of the factoring agreement, First Vancouver purchased accounts through assignments entered
into from time to time at Great West's option. First Vancouver did not purchase an individual account until it was
submitted for approval, and it was not bound to purchase it up to that point. After purchase, the Great West invoices
were forwarded to Great West's debtors, along with notification that the accounts had been sold and that
subsequent payments should be made directly to First Vancouver. Among the accounts purchased were several
owing by Canada Safeway Limited or its associated undertakings {("Canada Safeway").

9 As of the date of the factoring agreement, Great West owed meney te the Minister because of unremitted payroll
deductions and goods and serviges tax {"GST"). First Vancouver was aware from the time it began dealing with
Great West in November of 1997 that Great West was in arrears in respect of its payroll deductions and GST
accounts, First Vancouver had, as of November 10, 1997, made arrangements with the Minister to forward past of
the purchase price of the accounts, in the form of semi-monthly payments of $10,000, to the Minister which were to
be applied fo the arrears of Great West then outstanding. [n addition, Great West remained directly responsibie to
the Minister for its ongoing payroll deductions and GST remittances as they becarne due. While First Vancouver
reguiarly made payments pursuant to its arrangerment with the Minister, Great West failed fo meet its ongoing tax
obligations.

10 In January and February of 1999, Great West made 10 individual assignments to First Vancouver, relating to
accounts receivable payable by Canads Safeway and its associated undertakings. On February 10, 1999, the
Minister served Canada Safeway with Enhanced Requirement to Pay Notices ("RTPs"), as authorized by s.
224(1.2) of the ITA and s. 317(3) of the Excise Tax Act, R.8.C. [page726] 1985, ¢. E-15, as amended. In response,
Canada Safeway made payments totalling $187,444.66 ta the Minister relating to accounts which Great West had
assigned to First Vancouver hetween January 4 and February 17, 1999. Two of the sets of Canada Safeway
accounts, totatling $31,086.43, were assigned to First Vancouver on February 11 and February 17, 1999, after the
RTPs had been issued. However, the remainder of the accounts had already been assigned to First Vancouver
before February 10, 1999 when the RTPs were issued. At no time prior to the payments from Canada Safeway to
the Minister did First Vancouver receive any notice that the Minister was claiming an interest in any Great West
accounts purchased by First Vancouver.

11 In response 1o the Minister's actions, First Vancouver brought an application in the Saskatchewan Court of
Queen’s Bench fo recover the amounts paid by Canada Safeway to the Minister pursuant to the RTPs.

12 Wimmer J. of the Court of Queen's Bench held that the monies owing on accounts factored prior to February
10, 1999, the date upon which Canada Safeway was served with the RTPs, were not subject to garnishment or to
the deemed trust provisions of the ITA, or to any claim pursuant to the Excise Tax Act, and therefore that First
Vancouver was entitled to these amounts. However, he held that the RTPs had captured the two accounts assigned
after the RTPs were issued ("post-RTP accounts™.

13 On appeal, the Saskatchewan Court of Appeal dismissed the appeal of the Minister and the cross-appeal of
First Vancouver on the issue of the post-RTP accounts.

lll.  Relevant Statutory Provisions

10,
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14 Income Tax Act, R.S.C. 1985, c. 1 {5th Supp.)

227... .

{4) [Trust for moneys deducted] Every person wha deducts or withholds an amount under this Act is
deemed, [page727] notwithstanding any security interest (as defined in subsection 224(1.3)) in the amount
s0 deducied or withheld, to hold the amount separate and apart from the property of the person and from
property held by any secured creditor (as defined in subsection 224(1.3}} of that person that but for the
security interest would be property of the person, in trust for Her Majesty and for payment to Her Majesty in
the manner and at the time providad under this Act.

(4.1) [Extension of trust] Notwithstanding any other provision of this Act, the Bankruptcy and Insolvency Act
(except sections 81.1 and 81.2 of that Act), any other enactment of Canada, any enaciment of a province or
any other law, where at any time an amount deemed by subsection (4) to be held by a person in trust for
Her Majesty is not paid to Her Majesty in the manner and at the time provided under this Act, property of
the person and property held by any secured creditor {as defined in subsection 224(1.3)) of that perscn that
but for a security interest (as defined in subsection 224(1.3)) would be property of the person, equal in
value to the amount so deemed to be held in trust is deemed

(a) to be held, from the time the amount was deducted or withheld by the person, separate and apart
fram the property of the person, in trust for Her Majesty whether or not the property is subject to
such a security interest, and

(b) to form no part of the estate or property of the person from the time the amount was 30 deducted
or withheld, whether or not the property has in fact been kept separate and apart from the estate or
property of the person and whether or not the property is subject to such a security interest

and is property beneficizlly owned by Her Majesty notwithstanding any security interest in such propert_y
and in the praceeds thereof, and the proceeds of such property shall be paid to the Receiver General in
priority to all such security interests.

IV. Judgments Below
A.  Saskatchewan Court of Queen's Bench, [2000] 1 W.W.R. 713

15 On the preliminary issue of the ownership of the factored accounts, Wimmer J. relied upon the definition of a
factoring agreement from Alberta (Treasury Branches) v. M.N.R., [1996] 1 S.C.R. 963, at paras. 30-31. In that case,
Cory J. slated at para. 31 that, “A factoring of accounts receivable is based upon an absolute assignment of them_ it
is in effect a sale by [page728] a company of its accounts receivable at a discounted value to the factoring company
for immediate consideration."

16 Wimmer J. observed that, according to Alberta (Treasury Branches), an absalute and unconditional assignment
of book debts is beyond the reach of the Minister under garmishment provisions. He held further that the
assignments from Great West to First Vancouver were absolute and unconditional because, upon completion of the
assignments, Great West had no residua! rights in the property and could not redeem or recover the accourts and,
in that circumstance, Canada Safeway had no liability to Great West after there was a completed transfer of
accounts. Atthough the Minister argued that the assignments were not absclute because under the factoring
agreement First Vancouver had recourse to Great West if a customer disputed or failed to pay an account, Wimmer
J. noted that the definition of factoring approved by Cory J. contemplated that a factor may acquire an absolute
interest in book debts with or without recourse (p. 718).

17 As a result, monies owing on accounts factored priar to February 10, 1999, the date upon which Canada

10..
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Safeway was served with the RTPs, were not subject to garnishment under s. 224 of the ITA or 5. 317 of the Excise
Tax Act. However, the two accounts factored after February 10 were effectively intercepted by the RTPs,

18 With respect to the deemed trust under s, 227(4.1) of the ITA, Wimmer J. applied the reasoning of Burnyeat J,
of the British Columbia Supreme Court in Royal Bank v. Tuxedo Transport Ltd. (1999), 6 C.B.R. (4th) 285. Since
the Canada Safeway invoices came into existence after the Great West payrofl deduction delinquencies arose and
were assessed, the invoices were "after-acquired property” not subject to a s. 227(4.1) deemed trust in favour of
Her Majesty. Wimmer J. acknowledged that Tuxedo Transport was under appeal. However, he stated that, since
the judgment came from a court of comparable jurisdiction, and as he was not [page729] satisfied it was wrong, he
was prepared to folow that decision.

19 As a result, Wimmer J. held that amounts owing on accounts factored prior to February 10, 1999, the date upon
which the Minister served Canada Safeway with the RTPs, were nol subject fo garnishment or to a deemed trust
pursuant {0 ss. 224 and 227 of the ITA, or to any claim pursuant to s. 317 of the Excise Tax Act. Consequently, a
declaration was made confirming First Vancouver's entitiement to the funds already paid by Canada Safeway to the
Minister, with the exception of the funds covered by the two Canada Safeway accounts factored after February 10,
1989, along with costs.

B. Saskatchewan Court of Appeal, [2000] 8 W.W.R. 386

20 In a very brief oral decision, the Saskaichewan Court of Appeal dismissed the Minister's appeal, and First
Vancouver's crogss-appeal, both with costs, finding that the trial judge had not erred in the interpretation of the
relevant statutory provisions or in the application of those provisions to the facis of the case.

Issues
[para21 A s property acquired by an employer after a default in remitting payroll deductions ("after-
acquired property") subject to the deemed trust in s. 227(4.1) of the [TA?
B. Does the deemed trust under s. 227(4.1) continue to attach to property which has been sold by the
tax debtor to a third party purchaser for value?
V1. Analysis

A.  General Scheme and Background of the Section 227(4.1) Deemed Trust

22 The collsction of source deductions has been recognized as "at the heart" of income tax collection [page730] in
Canada: see Pembina on the Red Development Corp. v. Trirran Industries Ltd. (1991), 85 D.L.R. {4th) 29 (Man.
C.A)), at p. 51, per Lyon J.A. (dissenting}, guoted with approval by Gonthier J. (dissenting on another issue) in
Royal Bank of Canada v, Sparrow Electric Corp., [1897] 1 8.C.R. 411, at para. 36. Because of the importance of
collecting source deductions, the legislation in question gives the Minister the vehicle of the deemed trust to recover
employee tax deductions which employers fail to remit to the Minister.

23 It has also been noted that, in contrast to a tax debtor's bank which is familiar with the tax debtor's business and
finances, the Minister does not have the same level of knowledge of the tax debtor or its creditors, and cannot
structure its affairs with the tax debtor accordingly. Thus, as an “inveluntary creditor, the Minister must rely on its
ability to coliect source deductions under the ITA: Pembina on the Red Development, supra, at pp. 33-34, per Scott
C.J.M., approved by Cory J. in Alberta (Treasury Branches}, supra, at paras. 16-18. For the above reasons, under
the terms of the ITA, the Minister has been given special priority over other creditors to coliect unremitted taxes.
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24 This Court had occasion to interpret the deemed trust provisions in Sparrow Electric, supra. At that time, the
relevant provisions were ss. 227(4} and 227(5) of the ITA which read as follows:

227 ...

{(4) Every person who deducts or withhokls any amaount under this Act shall be deemed to hold the amount
$0 deducted or withheld in trust for Her Majesty.

(5) Notwithstanding any provision of the Bankruptcy Act, in the event of any liquidation, assignment,
receivership or bankruptcy of or by a person, an amount equal to any amount

ipage731]

{a} deemed by subsection (4) to be held in trust for Her Majesty ...

shall be deemed to be separate from and form no part of the estate in liquidation, assignment, receivership
or bankruptcy, whether or not that amount has in fact been kept separate and apart from the person’s own
mengys or from the asseis of the estate.

25 in Sparrow Electric, both Royal Bank and the Minister claimed an interest in the proceeds of inventory of the tax
debtor. In characterizing the nature of the deemed trust provisions, Gonthier J. (dissenting, but not on this issue)
steted at para. 34 that, even if collateral was subject to a fixed charge at the time of a triggering event such as
bankruptcy or liquidation, the deemed trust operated to attach the Minister's interest to such gollateral as long as it
was not subject to the fixed charge at the time the source deductions were made:

Thus, s. 227(5) [now s. 227(4.1)] alternatively permits Her Majesty's interest to attach retroactively to the
disputed collateral if the competing security interest has attached after the deductions giving rise te Her
Majesty's claim in fact occurred. Conceptually, the s. 227(5) deemed trust zllows Her Majesty's claim to go
back in time and attach its outstanding s. 227(4) interest to the collateral before that collateral became
subject to a fixed charge. {Emphasis in original.]

Royal Bank's interest was characterized as a fixed and specific charge over the inventory of the tax debtor. This
had the effect of making the bank the fegal owner of inventory as it came intc possession of the tax debtor, subject
{o the debtor's equitable right of redemption. The majority of the Court concluded that, since the ihventory was
subject to the bank's security interest before the deductions giving rise to the deemed trust occurred, the bank's
interest attached to the inventory in priority to Her Majesty's interest under the deemed trust.

26 However, in reaching this conclusion, tha majority of the Court noted at para. 112 that Parliament [page732]
was free to grant absolute priority to the deemed trust by adopting the appropriate language:

Finally, | wish to emphasize that it is open to Parliament to step in and assign absolute priority to the
deemed trust. A clear illustration of how this might be dene is afforded by s. 224(1.2) ITA, which vests
certain moneys in the Crown “notwithstanding any security interest in those moneys" and provides that they
"shall be paid to the Receiver General in priority to any such security interest”, All that is needed to effect
the desired result is clear language of that kind.

27 In respense to Sparrow Electric, the deemed trust provisions were amended in 1998 (retroactively to 1994) o
their current form. Most notably, the words "notwithstanding any security interest ... in the amount so deducted aor
withheld” were added to s. 227(4). As well, s. 227(4.1) (forrnerly s. 227(5})) expanded the scope of the deemed trust
to include "property held by any secured creditor ... that but for a security interest ... would be property of the
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person”. Section 227(4.1) was also amended 0 remove reference to the triggering events of liquidation,
bankruplcy, elc., instead deeming property of the tax debtor and of secured creditars to be held in trust "at any time
an amount deemed by subsection (4) to be heid by a person in trust for Her Majesty is not paid to Her Majesty in
the manner and at the time provided under this Act”. Finally, 5. 227{4.1) now expiicitly deems the trust to operate
“from the time the amount was deducted or withheld".

28 |t is apparent from these changes that the intent of Parliament when drafting ss. 227(4) and 227(4.1) was to
grant priority to the deemed trust in respect of property that is also subject to a security interest regardless of when
the security interest arose in relation to the fime the source deductions were made or when the deemed trust takes
effect. This is clear from the use of the words "notwithstanding any security interest" in both ss. 227(4) and
227(4.1). In other words, Parliament has reacted to the [page733] interpretation of the deemed trust provisions in
Sparrow Electric, and has amended the provisions to grant priority to the deemed trust in situations where the
Minister and secured creditors of a tax debtor both claim an interest in the tax debtor's property.

29 As noted above, Parliament has also amended the deemed trust provisions in regard to the timing of the trust,
Reterence to events triggering operafion of the deemed trust such as liquidation or bankruptcy have been removed.
Section 227(4.1) now states that the deemed trust begins to operate "at any time [source deductions arej ... not
paid to Her Majesty in the manner and at the time provided under this Act" (emphasis added}. Thus, the deemed
trust is now triggered at the moment a default in remitting source deductions occurs. Further, pursuant to s.
227(4.1)(a), the trust is deemed to be in effect “from the time the amaunt was deducted or withheld". Thus, while a
default in remitting source deductions triggers the operation of the trust, the trust is deemed to have been in
existence refroactively fo the time the source deductions were made, It is evident from these changes that
Parliament has made a concerted effort to broaden and strengthen the deemed trust in order to facilitate the
collection efforts of the Minister.

30 In light of this overview of the context and operation of the s. 227(4.1) deemed trust, it remains to be
determined, first, whether the trust captures property that the tax debtor acquires after the trust is deemed to come
into existence, and, second, whether the sale by the tax debtor of trust property effectively releases such property
from the purview of the deemed trust,

B. Does the Deemed Trust Attach to After-Acquired Property of the Tax Debtor?

31 As noted abeve, in coming to the conclusion that the deemed trust did not attach to after-acquired property of
ihe tax debtor, the courts below relied on the B.C. Supreme Court decision in Tuxedo Transport, supra. That
decision has since been overturned by the B.C. Court of Appeal: Royal Bank v. [page734] Tuxedo Transport Lid.
(2000}, 79 B.C.L.R. (3d) 1. In that case, Donald LA, speaking for the court, characterized the trust as follows, at
para. 11:

Subsection 227(4) makes the trust operative at the time of the deductions. Subsection 227(4.1) acts to
ensure that if deductions are still unpaid when assets come into the hands of the taxpayer, those assets wil!
be deemed to be part of the trust. Beginning with the date the deductions are made the trust continues
forward in time and attaches to any property of the debtor as it comes into existence.

The Court of Appeal based this conclusion on the plain meaning of the language used in the statute, and was
balstered by its view that, to hold otherwise, would lead to "unacceptable resuits" (at para. 15), such as the
following:

Take the example of a company that makes a payroll deduction one day and receives a large payment the

next. The company could carry on business using the unremitted deductions for its operating expenses and
the deemed trust could not attach to the monies received shortly after the payday.

32 | am in essential agreement with the view taken by the B.C. Court of Appeal in Tuxeda Transport. In my view,
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the plain language of the provisions leads to the inevitable conclusion that the deemed trust attaches to after-
acquired property. Most notably, s. 227(4.1) refers expressly to the "proceeds” of property which is subject to the
trust and directs that "the proceeds of such property shall be paid fo the Receiver General in priority to alf ...
securily interests [in the property]”. In addition, the section states that where, at any time, the debtor is in default to
the Minister, that "property of the person ... equal in value to the amount so deemed to be held in trust is deemed"
to be held in trust for Her Majesty (emphasis added). This language implies that Parliament has contemplated a
fluidity with respect to the assets of the debtor to which the trust altaches, In particular, reference to the "proceeds"
of trust property is an explicit indication that property acquired through the disposition of trust property by the tax
debtor after [page735) the trust arises is included within the ambit of the trust,

33 | find additional support for this view in the fact that s. 227{4.1) deems the trust to be in effect "at any time
(source deductions are] not paid to Her Majesty in the manner and at the time provided under this Act” (emphasis
added). Further, in the event of default, the trust extends back "from the time the amount was deducted or withheld
by the person”. These words indicate that the intent of the section is to aliow the trust to operate in a continuous
manner, attaching to any property which comes into the hands of the debtor as long as the debtor continues to be in
default, and extending back in time to the moment of the initial deduction. The language Parliament has chosen
belies the suggestion that the deemed trust only captures property of the tax debtor in existence at some particular
moment in time.

34 ! find no contradiction in coming to the conclusion that after-acquired property can be subject to the trust even
though the trust reaches back in time to a point before the acquisition of the property by the tax debtor. This is
because the property so acquired will presumably have been taken in exchange for property of equal value which
the debtor has disposed of. Thus, the acquired property can simpiy be viewed as replacing the initial subject matter
of the trust. Moreover, since the trust is a deemed statutory trust, it is not governed by common law requirements,
and, in this regard, the engoing acquisition of trust property does not present a conceptual difficulty. | emphasize
that it is open to Parliament to characterize the trust in whatever way it chooses; it is not bound by restraints
imposed by ordinary principles of trust law.

35 In addition to being supported by the clear wording of the provisions, this view accords with the purpose of the
8. 227(4.1} deemed trust. In this respect, | agree with the B.C. Court of Appeal that Parliament could not have
intended an employer who is in default one day and comes into a significant payment the next to thereby largely
escape the operation of the deemed trust and continue to use the misappropriated funds in its business dealings.
{page736] This would not accord with the Parliamentary intention to grant broad powers of collection to the Minister
under the deemed trust.

36 As well, if the deemed trust were limited to property held by the employer at the time of the default, the Minister
would have difficulty establishing that any particular part of the employer's property was subject to the deemed
trust, and would be forced to engage in a significant degree of tracing. However, as noted by Gonthier J. in Sparrow
Electric, at para. 37, one of the purposes of the deemed trust is to eliminate the need far tracing:

After considering the matter, it is my view that it is not accurate to describe the mechanism of 5, 227(5)as a
means of "tracing”; indeed, it would seem that this subsection is antithetical to tracing in the traditional
sense, to the extent that it requires no link at all between the subject matter of the trust and the fund or
asset which the subject matter is being traced into... . [Emphasis added.]

37 This observation holds true despite the subsequent amendments to the deemed trust provisions. As with the
previous enactment of the section, s, 227(4.1) refers to property "equal in value tc the amount so deemed to be
held in trust" (emphasis added), and states that this property is subject to the trust "whether or not the property has
in fact been kept separate and apart”. Indeed, if anything, by deeming the trust to be effective "at any time" the
debtor Is in default, the amendments serve to strengthen the conciusion that the Minister is not required to trace its
interest to assets which belonged to the tax debtor at the time the source deductions were made. In this regard, the
remarks of Gonthier J. in Sparrow Electric, at para. 31, are apposite:

1 ﬁ %
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The trust is not in truth a real one, as the subject matter of the trust cannot be identified from the date of
creation of the trust... . However, s. 227(5) [now 5. 227(4.1)] has the effect of revitalizing the trust whose
subject matter has lost ali identity. This identification of the subject matter of the trust therefore occurs ex
post facte. In this respect, [page737] I agree with the conclusion of Twaddle J.A. in Roynat, supra, where
he states the effect of 5. 227(5) as follows, at p. 647: "Her Majesty has a statutory right of access to
whatever assets the employer then has, out of which to realize the original trust debt due to Her".
{Emphasis added.]

The reasoning adopted by the couris below would require substantial tracing, as the deemed trust would be
restricted to include only praperty held by the tax debtor on the date the scurce deductions were made. With
respect, this is nat in accord with the language or purpose of the deemed trust.

38 [n conclusion, based on the plain language of ss. 227(4) and 227(4.1) as supported by the purpose of the
provisions and intentions of Parliament, the deemed trust created by these sections encompasses property which
comes into the hands of the tax debtor after the trust arises. As a result, when Great West came into possession of
the Canada Safeway invoices, the deemed trust, which had already arisen as a consequence of Great West's
default in remittances, successfully attached to those invoices.

C. Does the Deemed Trust Continue to Operate on Property Which Has Been Sold by the Tax Deblor to
Third Parties?

39 As a preliminary matter, | note that the Minister does not take issue with the chambers judge's holding, following
Alberta (Treasury Branches), supra, that First Vancouver is not a secured creditor of Great West, but 3 third party
purchaser of book debts. Thus, the guestion of the priority of secured creditors does not arise. The issue here is
whether the afienation by Great West of the Canada Safeway invoices, which were subject to the deemed trust
under ss. 227(4} and 227(4.1}, served to release that property from the scope of the trust,

40 In my view, the scheme envisioned by Patliament in enacting ss. 227{4) and 227{4.1) is that the deemed trust is
in principle similar to a floating charge over all the assets of the tax debtor in the amount of the default. As noted
above, the trust [page738] has priority from the time the source deductions are made, and remains in existence as
long as the default continues. However, the trust does not attach specifically to any particuiar assets of the tax
debtor so as to prevent their sale. As such, the debtor is free to alicnate its property in the ordinary course, in which
case the trust property is replaced by the praceeds of sale of such property,

41 This interpretation finds support in both the words used in ss. 227(4) and 227 (4.1) and the purpose of the
deemed trust. In my opinion, s, 227(4.1) explicitly restricts the trust to property owned by the tax debtor by stating
that the property of the tax debtor held in trust for Her Majesty “is property beneficially owned by Her Majesty ... and
the proceeds of such propery shall be paid to the Receiver General” (emphasis added). This reference to the
proceeds of trust property is an acknowledgment in the very words of the ITA that Parfiament contemplated that a
tax debtor is free to allenate its property and that, when it does so, the trust releases the disposed-of property and
attaches to the proceeds of sale. In addition, as discussed above, the trust does not attach to any specific property.
instead, by s. 227{4.1), the trust atlaches to *property of the [tax debtor] ... equal in value to the amount [of the tax
debt]". This language indicates, first, that the subject matter of the trust is focussed salely on the tax debtor's
property, and, secand, that it is anticipated that the character of the tax debtor's property will change over time.

42 Indeed, it is the logical corollary to my conclusion on the first issue, namely that the deemed trust attaches to
after-acquired property of the tax debtor, that the trust also releases property alienated by the tax debtor, In this
way, when an asset is sofd by the tax debtor, the deemed trust ceases to operate aver that asset; however, the
property received by the tax debtor in exchange becomes subject to the deemed trust. As such, the trust is neither
depleted nor enhanced; it simply floats over the property belonging to the tax debtor at any given time, for as long
as the default in remittances continues,

16.
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[Page739]

43 Although it would be open to Parliament to extend the trust to property alienated by the tax debtor, such an
interpretation is simply not supported by the language of the ITA, It is significant in this regard that purchasers for
value are not included in ss. 227(4) and 227(4.1) whereas secured creditors are. in Pembina on the Red
Development, supra, Twaddle J.A. took note of the "long-established principte of law that, in the absence of clear
language to the contrary, a tax on one person cannot be collected out of property belonging to another” {p. 46). In
Sparrow Electric, supra, at para. 39, Gonthier J. also referred to this principle, stating that:

[This pravision does not permit Her Majesty to attach Her beneficial interest to property which, at the time
of liquidation, assignment, receivership or bankruptcy, in law belongs to a party other than the tax debtor,
Section 227(4) and (5) are manifestly directed towards the property of the tax debtor, and it would be
contrary to well-established authority to stretch the interpretation of 5. 227(5) [now s. 227(4.1)] to permit the
expropriation of the property of third parties who are not specifically mentioned in the statute. [Emphasis
added.)

Thus, in the absence of an express reference to third party purchasers, there is no basis upon which to aliow the
Minister's interest in the tax debtor's property to continue once such property has been sold to third parties.

44 Although it is not necessary to resort to palicy arguments, in my view it is worthwhile noting that to allow s.
227(4.1) fo override the rights of purchasers for value would result in an unprecedented leve! of uncertainty. In fact,
in oral argument, counset far the Minister conceded that such an interpretation would, in theory, allow the Minister
to go so far as to assert an interest in assets sold by tax debtors to ordinary consumers. in my view, it is no
exaggeration to say that adopting this interpretation of the deemed trust would have a general chilling effect on
commercial fransactions.

43 Furthermore, to allow the deemed trust to attach to property sold to third parties would be mare likely to hinder,
rather than help, the Minister's collection Ipage740] efforts. For example, in the case at bar, if First Vancouver had
thought that it could not purchase Great West's assets free and clear of Her Majesty's claim, it would have been
unlikely to have entered into the factoring agreement with Great West. As a result, Her Majesty would not have
received the semi-monthly payments of $18,000 from First Vancouver. More generally, the interpretation advocated
by the Minister would likely frustrate the ability of a tax debtor to convert hard assets into cash in order to pay "the
proceeds of such property ... to the Receiver General® as contemplated by s, 227(4.1), because prospective
purchasers wouid fear that the Minister would assert an interest in these assets. The practical effect of this would
be to freeze the tax debtor's assets and prevent it from carrying on business. In my view, this is clearly not a result
intended by Parliament.

46 In summary, the deemed trust does not operate over assets which a tax debtor has sold in the ordinary course

to third party purchasers. As such, once the Canada Safeway invoices had been factored to First Vancouver, the
Minister was prevented from asserting its interest in these invoices.

VIl. Conclusion

47 For the foregoing reasons, | would dismiss the appeal with costs,

Lnd of Deewsent
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Versitec Canada

1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL ,

VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC,
Factored Receivables

AfC 4822 March 4,2020 in CDN §

Customer
Name

AATSIPINVEST
ADMIRAL CORPQRTION
Avrin International

Blue line Ship Mgmt

Bundeashesch GMB
Dalomar Shipping

Eastarn Med

FRI Karmisund

Green Shipping AS
Higli AS
Premuda PS5

Ship Management (nc.

=

Iny Involce
# Date

219153 July 19 2019
215124 June 21 20189

219167 Aupust 14,2019

219138 September 16,2019

219222 October 21 2012
215223 November 8,2019
219115 June 18,2019
219054 June 4,2019
219132 Junel5,2019
219137 july 8 2019

219216 October 13,2019

219101 june 10,2019

218126 June 25,2019
219160 August 16,2019
219178 July 28 2019
219162 July 30,2019
219194 October 29,2019

219204 October 1,2013
219225 October 25,2009

ol
=
=]
=9

[}
1]
=3
[}

|

August 23 2018
August 27 2019
September 13 2019
September 27 2019
November 8,2019
November 8,2019
June 28§ 2019

June 18,2019
September 13,2015
September 13,2019

November 8,2019

August 22,2019

August 22,2019
September 13,2015
August 28 2019
August 28 2015
Novernber 8,2019

November 8,218
Mowernber 2,2019

$

Amount

7,084.47
14,965.12
13,647.29
13,053.44
8,732.86
9,10%.92
30,338.88
13,285.90
7,558.07
9,264.23

11,630.59

13,8938.32

5,439.40
4,852.29
10,313.26
10,811.62
8,146,656

11,113.34
7,384.89

CRA
Balance

35,785.58
39,226,93
39,226.93
39,226.93
32,666.25
32,666.25
35,785.58
38,226.93
35,226.93
39,226.93

32,666.25

35,785.58

39,226.93
39,226.93
39,226.03
3%,226.93
78,893.23

78,933.26
78,645.18

CRA trust

Trust Date

19-May
19-Aug
18-Aug
19-Aug
19-Oct
15-Cct
19-May
19-May
19-May
1%-Aug

15-Oct

19-May

13-May
19-Aug
19-Aug
19-Aug
19-Nov

19-Noy
19-Nov

l=)
e
=

S 8732686
9,109.92

11,630.59

8,146.66
11,113.34
7,284.89

5

7,084.47

14,965.12

12,647.29

13,053.44

30,338.88

13,255.90

7,558.07

9,264.23

13,898.32

5,439.40

4,852.29

10,313.26

10,811.82

Total

N1t
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Trans Mad 219163 October 22,2019

UARB Promar 218175 August 2,2019

Wilsen Ship Management 219103 July 5,2019

Versitec USA ]
AfC 4820 March 4,2020in US §

Anglo Eastern uU1504g
419051
U19053

Wallem Ship Management U19027
Uigo42
U15044
u1s045
U15049

Versitec Canada
A/C 4820 March 4,2020 in US §

Cruise magmt

Great Lakes Dredging

July 7,2019
luly 28,2018
luly 25,2019

luly 25,2019
June 28 2019
uly 26,2019
Jure 2 2019
July 19,2019

219078 March 10,2019

219213 Avgust 26 2018

Meteor Magmt Bulgaria 213073 May 21,2019

Wallem Ship Mgmt

Total

219127 Aupust 2 2019
219214 September 16,2019

November 8,2019
Atigust 28 2019

August 22 2019

August 28 2018
August 28 7019
August 28 2019

August 28 2019
Aupust 8 2018

August 28 2019
August 22 2019
August 28 2019

May 3,2019
September 27,2019
June 28,2019

August 28 2019
September 27,2013

14.075.21
3,111.77

10,009.27

5 237,836.80
ESa———

& 5,095.00
8,400.00
9,060.00

23,079.94
4,940.38
15,106.35
3,938.00
3,995.00

4 75,614.67
b= -

5 13,945.00

48,921.79

6,320.00

18,532.00
£,355.00

§ 95073.79
——————

32,666.25

39.226.93

39,226.93

39,226.93
38,226.93
39,226.93

39,226.93
35,785.58
39,226.93
39,226.93
39,226.93

32,344,33

47,301.18

35,785.58

39,226.93
47,301.18

19-Oct
15-Aug

19-Aug

19-Avug
1%-Aug
19-Aug

19-Aug
19-May
19-Aug
19-Aug
19-Aug

15-Apr
13-Sep
13-May

19-Aug
19-Sep

14,075.21

3,111.77

10,009.27

§ 70,193.27

§ 167,643.33

S 237,836.60

5  5,095.00
8,400.00
2,060.00

23,079.94
4,940,38
15,106.35
3,938.00
5,995.00

$ 75614.67

§ 7561467

$ 13,4500

48,921.79

6,320.00

19,532.00
6,355.00

5 95,073.79

$ 95.073.79

$ 70,193.27

$ 338,331.79

$ 408,525.06
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Notes.

1. Reviewed invoice dates and funding dates and determined if a CRA trust position
existed at that time. If so the A/R would be subject to CRA priority

2. If lnvoice date and funding date did have a CRA trust balancing owing at the time then
A/R belongs to LCX

3. T4rust balances were determined on daily basis from information received
from CRA's My Account data base and the Trust balance was detarmined at
the latest available date after the invoice date but before the funding date
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YEAR

2019

DATE

Jan-03
Jan-04

lan-23
lan-24

Feb-04

Feb-05
Feb-27

Feb-2§

Mar-18
Mar-22

3,262.54
279.29
3,292.94

1635536 ONTARIO INC. O/A VERSITEC MARINE 8 INDUSTRIAL ,

3,292.94
3,572.23
6,865.17
5,865.17
6,865.17
6,865.17
€,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
€,865.17
6,865.17
6,865.17
6,865.17

CRA ACCOUNT DETAILED ANALYSIS

A/C 854061173RP001

Cumulative

2018 2019 2020 balance
-19,142.32 - 19,132.92 - - - 1%,142.92
6.54 - 15,136.38 - - - 19,136.38
42,207.80 23,071.42 - - 23,071.42
- 21,671.49 1,399.93 - - 1,392.93
2.31 1,402.24 - - 1,402.24
3.46 1,405.70 - - 1,405.70
64.43 1,470.13 - - 1,470.13
0.60 1,470.73 - - 1,470.73
1,470.73 - - 4,763.67
1,470.73 - - 5,042.96
1,470.73 - - 8,335.50
208.50 1,679.23 - - 2,544.40
111.08 1,750.31 - - 8,655.48
- 28,029.71 - 26,239.40 - - - 19,374.23
243.90 - 25,955.50 - - - 19,130.33
28.07 - 25,967.43 - - - 19,102.26
24,374.54 - 1,59289 - - 5,272.28
- 9.44 - 160233 - - 5,262.84
- 1,144.45 - 2,746,778 - - 4,118.35
- 196,24 - 2,943.02 - - 3,922.15
- 18,853.17 - 21,796.19 - - - 14,931.02
- 186.00 - 21,962.19 - - - 15,097.02
- 15,947.61 - 37,905.80 - - - 31,044.63
- 179.89 - 38,689.69 - - - 31,224.52
- 1,977.32 - 40,067.01 - - - 33,201.84
- 0.57 - 40,067.58 - - - 33,202.41
- 54,61 - 40,122.1% - - - 33,257.02
- 21.07 - 40,143.2¢6 - - - 33,278.09
- 101.53 - 40,244.79 - - - 33,379.62
- 2,711.88 - 42,956,67 - - - 36,091.50
- 116.84 - 43,073.51 - - - 36,208.34

Balance

Month end

Trust date

Jan-19

19-Feh
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Mar-25
Mar-27
Apr-29

May-06

Way-15
May-28
Aug-09
Aug-12
Sep-24
QOct-30
Nov-04

MNov-15

Nov-18

Dec-03
Dec-04

303.05

6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865.17
6,865,17
6,865.17
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168,22

1,640.74
242.31
2,418.11
223.60
26.95
13,538.29
19.41
329.55
1,861.40
128.50
19,114.05
65.00

3,530.54
51.88
10,994.82
72,56
3,530.54
4,000.00
535.88
22.77
8,074.25
854.00

- 44,714.25
- 44,956.56
- 47,374.67
- 47,151.07
- 47,124.12
- 60,662.41
- 60,643.00
- 60,313.45
- 58,452.05
- 58,323.55
- 39,209.50
- 39,144.50
- 39,144.50
- 35,613.96
- 35,562.08
- 46,556.90
- 46,484.34
- 42,953.80
- 46,953.80
- 46,417.92
- 46,395.15
- 54,469.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40 -
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40 -
- 53,615.40
- 53,615.40

71,921.30
7,192.13
181.34
48.86
146.24
12,957.40
238.84
48,848.53
9,689.71
24.61
6.95
39.93
288.08
9.27
91.68

71,921.30
79,113.43
79,294.77
75,343.63
79,489.87
66,532.47
66,771.31
115,61%.84
125,309.55
125,333.56
125,340.51
125,380.44
125,052.36
125,101.63
125,193.31

37,849.08
38,091.39
40,508.50
40,285.90
40,258.95
53,797.24
53,777.83
53,448.28
51,586.88
51,458.38
32,344.33
32,279.33
31,976.28
28,445.74
28,393.86
39,388.68

- 39,316.12

35,785.58
39,785.58
39,249.70
39,226.93
47,301.18
46,447.18
25,474.12
32,666.25
32,847.59
32,896.45
33,042.69
20,085.29
20,324.13
69,172.66
78,862.37
78,886.38
78,893.33
78,933.26
78,645.18
78,654.45
78,746.13
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19-Mar

19-Apr

1%-May

18-Aug
19-Sep

19-Oct

19-Nov
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20206

Dec-05

Dec-23

Dec-24

Feb-01

Feb-03

Feb-04

Mar-04

Mar-05

Mar-12

Mar-13

Apr-27

Apr-28

Notes

7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22
7,168.22

- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615,40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40
- 53,615.40

27.28
275.40
784.16

0.77
2.15
22.97
3,038.40

25.79
275.99

11.57
161.25

64.56
895,75
7,970.73
131
594,51
0.19

0.77
65.42
24,552.45
1,567.39
556.56
115.32
674.00
51,536.00
10,307.20
34.00

68.51
212,973.30

976.61
375.66

125,220.58
125,495.99
124,711.83
124,711.06
124,713.21
124,736.18
121,687.78
121,723.57
121,%99.56
122,011.13
122,172.38
122,172.38
122,236.94
123,136.69
115,165.96
115,164.65
114,570.14
114,569,95
114,570.72
114,640.14

90,087.69

88,520.30

85,076.86

85,192.18

89,866.18
141,402.18
151,709.38
151,743.38
151,743.38
151,811.88
151,811.89
364,785.19
365,761.80
366,137.46

12,337.18
2,467.44
16.23
4,830.72
80.58
31.86

12,337.18
14,804.62
14,820.85
9,890.13
9,970.71
10,002.57

78,773.41
79,048.81
78,264.65
78,263.88
78,266.03
78,289.00
75,250.60
75,276.39
75,552.38
75,563.95
75,725.20
75,725.2Q
75,785.76
76,689.51
68,718.78
68,717.47
68,122.96
68,122.77
68,123.54
68,152.96
43,640.51
42,073.12
42,629.68
42,745.00
43,419.00
94,955.00
105,262.20
105,296.20
117,633.38
120,16%.33
120,185.56
328,228.14
329,285.33
329,692.85

19-Dec

20-Feb

20-Mar

20-Apr
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1. This analysis may differ day to day depending on the date of account inquiry and availability of detail
In essence though the key area of concern was the time frame in middle tc late 2019 since that is theperiod
most of the factored receivables were advanced
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Case 1:20-cv-03435-RA Document 8 Filed 05/06/20 Page 1 of 2

AQ 440 (Rev. 06/12) Summnons in & Civit Action

UNITED STATES DISTRICT COURT

for the
Southern District of New York  [%]

Conneaut Creek Ship Repair, Inc.,

Plainifffs)
v.

Versitec Marine Services, inc.,
dib/a Versitec Marine & Industrial,

Civil Action No. 1:20-CV-03435-RA

S N S Nt Vot it el S e )

Defendani(s)
SUMMONS IN A CIVIL ACTION

To: (Defendant s name and addrm)v itec Marine Services, Inc.,
d/bia Versitec Marine & Industrial
4 Stonebridge Drive, Unit 4
Port Cotbome, Ontaric L3K 5V5
Canada

A lawsuit bas been filed against you.

Within 21 days after service of this summons on you (niot counting the day you received it) — or 60 days if you
are the United States or a United States agency, of an officer or employec of the United States described in Fed. R Civ.
P. 12 (a}(2) or (3) — you must serve on the plaintiff an answer to the attached complaint or a motion under Rule 12 of
the Federal Rules of Civil Procedure. The answer or motion must be served on the plaintiff or plaintiff’s attorney,
Whose naimc and address are: o\ o hwartz

Homer Bonner Jacobs Otiz, P A,
1441 Brickell Avenue, Suite 1200
Miami, Florida 33131

USA
aschwartz@homerbonner.com

If you fail to respond, judgment by default will be entered against you for the relief demanded in the complaing.
You also mmst file your answer or motion with the court,

CLERK OF COURT

Date: 5/6/2020 /8/ P. NEPTUNE
Signature of Clerk ar Deputy Clerk
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Case 1:20-cv-03435-RA Document 6 Filed 05/04/20 Page 1 of 8 12v

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

CONNEAUT CREEK SHIP REPAIR, INC.,

Plaintiff, : CASE NO. 1:20-CV-03435-RA

V5.

VERSITEC MARINE SERVICES, INC,,
d/b/a VERSITEC MARINE & INDUSTRIAL,

Defendant.

NDED PLAIN

Plaintiff, Conneaut Creek Ship Repair, Inc. (“Conneaut Creek”), by and through its
undersigned attorneys, Homer Bonner facobs Ortiz, P.A, and O’Rourke & Lawlor, and for
its Amended Complaint against Defendant Versitec Marine Services, Inc., which does
business as Versitec Marine & Industrial ("Versitec”), alleges as follows:

NATURE QF THE ACTION

1. Plaintiff Conneaut Creek seeks damages against Versitec for its failure to pay
Conneaut Creek’s invoices totaling $116,448.34 in violation the July 30, 2019 Sales &
Service Representation Agreement (the “Contract”) entered into by Conneaut Creek and
Versitec (collectively, the “Parties"). A true and correct copy of the Contract is attached

hereto as Exhibit A.

1
HomeR Bonmer tacobs Ortiz, PA.

1208 Four Scasons Fower | 1441 Brickell Avenue | Miani Florida 3313}
305 350 5100 www homerbonner.com
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THE PART RSIDICTION, AND VENUE

2. Conneaut Creek is an Ohio corporation with its principal place of business in
Ashtabula, Ohio. Conneaut Creek is a full-service ship repair, fabrication, and industrial
maintenance company.

3. Defendant Versitec is a Canadian company with its principal place of
business in Port Colborne, Ontario. Versitec manufactures sealing systems and associated
equipment under the brand names VersiGlyde, VersiSure, and Vanguard for the use in the
sealing of stern tube and shafting systems for ships. Versitec’s website advises that it
maintains offices worldwide. Versitec does business as Versitec Marine and Industrial.

4, Upon information and belief, Versitec conducts business in the State of New
York.

5. Federal subject-matter jurisdiction exists under 28 U.S.C. § 1332(a) because
there is complete diversity of citizenship between Conneaut Creek (a citizen of Ohio) and
Versitec (a citizen or subject of Canada, a foreign state}, and the amount in controversy

exceeds $75,000, exclusive of interests and costs.

6. Versitec is subject to personal jurisdiction under N.Y. CLPR §§ 301 & 302
because, among other reasons, it has consented to the exclusive jurisdiction of this Court in
paragraph 15 of the Contract, and upon information and belief Versitec conducts business
in the State of New York, Versitec regularly solicits and transacts business and derives
substantial revenue and goods used or consumed or services rendered in the State of New

York, and should reasonably expect its actions to have consequences in the State of New

York.

2

“

Homer Bonner Jacobs Ortiz. P.A,
1208 Four Scasons Tower  [441 Brickell Avenue; Miami Florida 33131
365 350 S waew homerbonner.ecom
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7. Venue is proper in this District under 28 U.S.C. § 1391 because neither Party
resides in the State of New York and Conneaut Creek designates the Southern District of
New York as the place of trial for this action.

GENERAL ALLEGATIONS

8. On or about July 30, 2019, Conneaut Creek and Versitec entered into the
Contract. In the Contract, Versitec agreed to appeint Conneaut Creek as a semi-exclusive
independent sales and service representative to promote the sale of Versitec's products
and services throughout the Northern United States, with an emphasis on the Great Lakes
Regions and Canada. Contract, 2. Conneaut Creek agreed that it would promote and
extend sales of Versitec's products, sell Versitec's products, and provide installation and
servicing of Versitec’s products to customers. Id, 11 2-4.

9. As set forth in the Contract, in consideration of the services to be rendered by
Conneaut Creek for Versitec, Versitec agreed to pay Conneaut Creek compensation for its
services. With respect to the sale of Versitec products, Versitec agreed to pay Conneaut
Creek the equivalent of “15% of the net sales order as commission for their services,” with
“[p]ayment to [Conneaut Creek] to be effected NET 30 days from presentation of [Versitec]
Final Invoice to Customer (generally at the time or shipping parts or order placement if
terms are Pre-payment).” Id, T 4. With respect to Conneaut Creek’s installation, repair,
and servicing of Versitec products, Versitec agreed that “[p]ayment to [Conneaut Creek] is
to be effected NET 30 days from receipt of [Conneaut Creek ‘s] Service Report, [JService
Invoice and supporting receipts.” Id, 75.

10.  Conneaut Creek issued and provided Versitec with invoices for the sale and

servicing of Versitec products.
3

HomeRr BonneRr Jacobs Ortiz, PLA.
1200 Four Seasons Tower 1421 Brickell Avenue s diami Floridu 33131
A0S 350500 www homerbonner.com
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11.  OnSeptember 4, 2019, Conneaut Creek issued invoice number 2019-033 to
Versitec. Versitec raised no issues regarding the invoice when it was rendered. However,
Versitec failed to pay the $5,448.00 balance on the invoice. A true and correct copy of the
September 4, 2019 invoice is attached hereto as Exhibit B.

12. On September 16, 2019, Conneaut Creek issued invoice number 2019-039 to
Versitec. Versitec raised no issues regarding the invoice when it was rendered. However,
Versitec failed to pay the $38,421.54 balance on the invoice, A true and correct copy of the
September 16, 2019 invoice is attached hereto as Exhibit C.

13.  OnSeptember 19, 2019, Conneaut Creek issued invoice number 2019-040 to
Versitec, Versitec raised no issues regarding the invoice when it was rendered. However,
Versitec failed to pay the $5,448.00 balance on the invoice. A true and correct copy of the
September 19, 2019 invoice is attached hereto as Exhibit D.

14.  OnSeptember 25, 2019, Conneaut Creek issued invoice number 2019-042 to
Versitec. Versitec raised no issues regarding the invoice when it was rendered. However,
Versitec failed to pay the $11,600.00 balance on the invoice. A true and correct copy of the
September 25, 2019 invoice is attached hereto as Exhibit E.

15. On October 29, 2019, Conneaut Creek issued invoice number 2019-046 to
Versitec. Versitec raised no issues regarding the invoice when it was rendered. However,
Versitec failed to pay the $13,400.00 balance on the invoice. A true and correct copy of the
October 29, 2019 invoice is attached hereto as Exhibit F.

16.  OnOctober 29, 2019, Conneaut Creek issued invoice number 2019-055 to

Versitec, Versitec raised no issues regarding the invoice when it was rendered. However,

4
FomeRr Bonner Jacobs Ortiz, PLAL
1200 Four Scasons Fower " 141 Boickedi Avenue Atami Flonda 33431

305 350 3100 - woww homerbanner.com
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Versitec failed to pay the $42,130.80 balance on the invoice. A true and correct copy of the
October 29, 2019 invoice is attached hereto as Exhibit G.

17. AsofMarch 24, 2020, the total amount of unpaid invoices is $116,448.34 (the
“Outstanding Amounts”),

18.  Versitec has promised orally and in writing, to pay the Qutstanding Amounts
to Conneaut Creek. Versitec, however, has failed to honor its promises of payment and the
Outstanding Amount remains unpaid.

19, Versitec did not object to the invoices as they were rendered.

20.  All conditions precedent to the bringing of this lawsuit have occurred or been
satisfied.

AND FOR A FIRST CAUSE OF ACTION
(Breach of Contract)

21.  Conneaut Creek realleges and incorporates paragraphs 1 through 19,
inclusive, as if specifically and fully set forth herein.

22.  Onor about july 30, 2019, Conneaut Creek and Versitec entered into an
enforceable agreement (i.e, the Contract), to pay Conneaut Creek for its services rendered
to and on behalf of Versitec.

23.  Conneaut Creek rendered services to Versitec pursuant to the terms of the
Contract.

24.  Versitec has materially breached the Contract by failing to pay Conneaut
Creek for its services.

25.  AsofMarch 24, 2020, the Outstanding Amounts owned by Versitec to

Conneaut Creek totals $116,448.34.

5

HomeR Bonner Facobs Orliz. P.A.
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26.  Asadirect result of Versitec's material breaches of the Contract, Conneaut
Creek has suffered damages in the amount of $116,448.34, plus interest, costs, expenses,

and attorneys’ fees.
WHEREFORE, Conneaut Creek demands judgment against Versitec for damages,

costs, expenses, and interest, attorneys’ fees, and such other and further relief as the Court

deems just and proper.

F A N
{(Account Stated)

27.  Conneaut Creek realleges and incorporates paragraphs 1 through 19,

inclusive, as if specificaliy and fully set forth herein.

28. Before the institution of this action, Versitec retained Conneaut Creek to
provides services to Versitec, obliging Versitec to pay Conneaut Creek for its services, and
Versitec agreed to pay the resulting Outstanding Amounts owed.

29, Conneaut Creek rendered invoices of the Qutstanding Amounts to Versitec,
and Versitec did not object to the invoices as they were rendered.

30. As of March 24, 2020, Versitec owes Conneaut Creek $116,448.34 that is due
with interest.

WHEREFORE, Conneaut Creek demands judgment against Versitec for damages,
costs, expenses, and interest, attorneys’ fees, and such other and further relief as the Court

deems just and proper.

AND AS FOR A THIRD CAUSE OF ACTION
(Unjust Enrichment)

31.  Conneaut Creek realleges and incorporates paragraphs 1 through 19,

inclusive, as if specifically and fully set forth herein.

6
Homer Bonner lacobs Ortiz, PLA.
1208 Four Scasons lower 14341 BrickelF Avemie; Miami Flonda 33131

05 3 500w homerbonner.com
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32 At all times material to this action, Versitec requested Conneaut Creek to
provide its services to Versitec.

33.  Conneaut Creek provided its services to Versitec.

34.  Versitec voluntarily accepted and retained the benefit of the services
provided to it by Conneaut Creek.

35, The value of the services provided by Conneaut Creek to Versitec total
$116,448.34.

36.  Circumstances are such that it would be inequitable for Versitec to remain
the benefit conferred to it without paying the value of same to Conneaut Creek,

WHEREFORE, Conneaut Creek demands judgment against Versitec for damages,
costs, expenses, and interest, attorneys’ fees, and such other and further relief as the Court

deems just and proper.

Respectfully submitted:

1 ITOMCR
Bonnekr

1200 Four Seasons Tower
1441 Brickell Avenue
Miami Florida 33131
Phone: (305) 350-5116
Fax: (305) 372-2738

By: _s/Adam L. Schwartz
Adam L. Schwartz, Esq.
N.Y. Bar No. 4288783
Email: aschwartz@homerbonner.com

and

O'ROURKE & LAWLOR
John E. Lawlor, Esq.
129 Third Street

.

Homer Bonner Jacobs Ortiz, P.A.
L2090 Four Scasons Tower 1441 Brivkell Avenue i Miami Floridy 33 131
J05 3305100 www tomerhonner.com
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Mineola, New York

Phone: (516) 248-7700

Fax: (516) 742-7675

Email: jlawlor@johnelawlor.com

Attorneys for Plaintiff Conneaut Creek Ship
Repair, Inc,

8

HomeRr Bonner Jacobs Ortiz, PA.
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

CONNEAUT CREEK SHIP REPAIR, INC.,
Plaintif, . CASENO. 1:20-CV-03435.RA

VS,

VERSITEC MARINE SERVICES, INC.,
d/b/a VERSITEC MARINE & INDUSTRIAL,

Defendant.

SETTLEMENT AGREEMENT AND RELEASE
e=nmsean1 2 AR LVIENL AND RELEASE

THIS SETTLEMENT AGREEMENT AND RELEASE (the “Agreement™) is made and
entered into between Conneaut Creek Ship Repair, Inc. (“Conneaut Creek™); 1635536 Ontario
Inc., operating as Versitec Marine & Industrial (“Versitec”); Versitec Marine Services, Inc.
(“Versitee Marine™); and Versitec’s court-appointed receiver Morgan & Partners, Inc. {(the
“Receiver,”} (collectively with Versitec and Versitec Marine the “Versitec Parties”). Conneaut
Creek, Versitec, Versitec Marine, and the Receiver shall each be referred to as a “Party” and
collectively be referred to as the “Parties,”

RECITALS

WHEREAS, on May 1, 2020, Conneaut Creek filed a lawsuit against Versitec in the United
States District Court for the Southern District of New York, Case No. 20-cv-03435-RA alleging
breach of contract, account stated, and unjust enrichment, pursuant to which Conneaut Creek
compensatory damages, and costs and expenses, including attorneys® fees (the “Action”).

Conneaut Creek subsequently amended it complaint to include Versitec Marine.
WHEREAS, the Versitec Parties deny Conneaut Creek’s allegations in their entirety;

WHEREAS, the Parties hereto agree that, in order to avoid the costs and disruption
associated with litigation of the Action, it would be advantageous to settle their disputes, including
the Action and any and all other claims asserted, or which could have been asserted, in the Action
or in any other action(s), on the terms and conditions set forth herein;

NOW, THEREFORE, for and in consideration of the mutual covenants set forth herein and
other good and valuable consideration, the receipt, adequacy, and sufficiency of which are hereby
acknowledged, and intending to by legally bound hereby, the Parties agree as follows:

™o
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1. Recitals. The Parties agree, acknowledge, warrant and represent that the above
recitals are true and correct and are incorporated herein by this reference.

2. Dismissal of Action With Prejudice. Within seven (7) days of the receipt of the
Settlement Sum in full, Conneaut Creek shall cause to be filed in the Action a Notice of Dismissal
With Prejudice in the form attached hereto as Exhibit A (the “Notice of Dismissal With
Prejudice”),

3 Seftlement Payment. The Versitec Parties shall pay or cause to be paid to
Conneaut Creek the total sum of seventy thousand U.S. dollars and no cents ($70,000.00 USD)
(the “Settlement Sum™) as set forth in the following schedule:

* Onor before August 15, 2020, the Versitec Parties shall deliver to Conneaut
Creek’s counsel’s trust account twenty thousand U.S. dollars and no cents
($20,000.00 USD);

* On or before September 13, 2020, the Versitec Parties shali deliver to Conneaut
Creek’s counsel’s trust account a minimum of twenty thousand U.S$. dollars and
no cents ($20,000.00 USD); and

* Onor before October 15, 2020, the Versitec Parties shall deliver to Conneaut
Creek’s counsel’s trust account the remainder of the Settlement Sum.

for subrogation, contracts, demands, fees, costs, expenses, losses, damages, labilities or causes of
action, whether in law or equity, known or unknown, accrued and unaccrued, based upon, or
arising out of the Action, that were or could have been asserted in the Action or that may arise
from, or relate to, the subject matter of the Action; providing that nothing herein shall be deemed
to be a release of any obligations under this Agreement.

5. The Versitec Parties’ Waiver And Release Of Conneaut Creek. The Versitec
Parties, for themseives and their Suceessors, assigns and affiliates, hereby forever release and

2
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discharge Conneaut Creek and its assigns, heirs, successors and predecessors in interest,
employees and former employees, directors, officers, members, partners, associates, parent
companies, subsidiary companies, affiliate and related companies, affiliates, agents, attorneys,
insurers, and shareholders and investors in interest, of and from any and all actions of any nature,
suits, claims, extra-contractual claims, claims for fraud, claims for bad faith, contracts, demands,
fees, costs, expenses, losses, damages, liabilities or causes of action, whether in law or equity,
known or unknown, accrued and unaccrued, based upon, or arising out of the Action, that were or
could have been asserted in Action or that may arise from, or relate to, the subject matter of the
Action; provided that noth g herein shall be deemed release of any obligations under this
Agreement.

6. No Litigation. Conneaut Creek warrants and represent that it has not filed, directly
or indirectly, nor caused to be filed and will not file or cause to be filed, any other legal proceeding
whatsoever in any state or federal court or in arbitration or any administrative proceeding with any
Jocal, state or federal agency having jurisdiction, raising any claims settled, resolved or released
by this Agreement. Conneaut Creek covenants that neither it, nor any of its agents, successors,
assigns, heirs, executors, personal representatives and trustees, will commence, prosecute, or cause
to be commenced or prosecuted, against the Versitec Parties any action or other proceedings based
upon any claims, demands, causes of action, obligations, damages, or liabilities which are being
settled, resolved or released by this Agreement, nor will Conneaut Creek seek to challenge the
validity of this Agreement, or any part thereof, in any way. Conneaut creek shall hold the Versitec
Parties harmless from and against any and all claims for damages, judgments, court costs,
aftorneys’ fees, or expenses asserted against the Versitec Parties as a result of or in connection
with any proceeding brought contrary to this paragraph. Further, the Versitec Parties warrant and
represent that none of them has filed, directly or indirectly, has caused to be filed and will file or
cause to be filed, any legal proceeding whatsoever in any state or federal court or in arbitration or
any administrative proceeding with any local, state or federal agency having jurisdiction, raising
any claims seitled, resolved or released by this Agreement. The Versitec Parties covenant that
none of them, or any of their agents, successors, assigns, heirs, executors, personal representatives
and trustecs, will commence, prosecute, or cause to be commenced or prosecuted, against the
Conneaut Creek its assigns, heirs, successors and predecessors in interest, employees and former
employees, directors, officers, members, partners, associates, parent companies, subsidiary
companies, affiliate and related companes, affiliates, agents, attorneys, insurers, and shareholders
and investors in interest, any action or other proceedings based upon any claims, demands, causes

Agreement, nor will any of the Versitec Parties seck to challenge the validity of this Agreement,
or any part thereof, in any way. The Versitec Parties shall hold Conneaut Creek harmless from
and against any and all claims for damages, judgments, court costs, atforneys’ fees, or expenses
asserted against Conneaut Creek as a result of or in connection with any proceeding brought
contrary to this paragraph.

7. Warranty Of No Assienment. Assignment of this Agreement or any rights or
obligations hereunder is prohibited without the prior written consent of the opposing Party/ies and
any attempt by any Party to assign this Agreement without such consent shall be void ab initio.

131

193



the subject matter hereof. No other promises or agreements shall be binding or shall modify this
Agreement unless signed by the Parties hereto.

9. Notices. Any notices required by or given in connection with this Agreement shall
be made in writing by both email and postage prepaid registered mail, certified mail or Pprivate
carrier providing a return receipt to the addresses set forth below-

If to Conneaut Creek:

Adam Schwartz

Homer Bonner Jacobs Ortiz, P.A,
1200 Four Seasons Tower

1441 Brickell Avenue

Miami, Florida 33131
aschwartz@homerbonner.com

Ifto Versitec:

Michael J. Valente

Scarfone Hawkins LLP

One James Street South, 14% Fioor
Hamilton, ON L8P 4R5

Canada

mvalente(@shlaw.ca

If to Versitec Marine:

Michael J. Valente

Scarfone Hawkins LLP

One James Street South, 14" Floor
Hamilton, ON L8P 4R5

Canada

mvalente@shlaw.ca

If to the Receiver:

John Morgan

Morgan & Partners Inc.

4 Cedar Pointe Drive, Unijt I?
Barrie, ON L4N 5R7




Canada
johnmorgan morgantrustees.com

10.  No Admissions, Collateral Esto ¢l, Or Prevailing Party Effect. It is expressly
understood, acknowledged and agreed by the Parties that nothing in this Agreement or any related
act or document constitutes an admission, declaration, or other evidence of the rights or liabilities
of the Parties or any person or entity, except with respect to the contractual duties and stipulations
provided in this Agreement itself. Neither this Agreement nor any action or document taken to
carry out this Agreement: (a) shall be construed as or deemed to be evidence or an acknowledgment
of any presumption, inference, concession, or admission on any point of fact or law, or any
liability, fault, omission, or other wrongful act whatsoever; (b) shall be offered or received as
evidence in any litigation or proceeding whatsoever of any presumption, inference, concession, or
admission of any liability, fault, omission, or other wrongful act whatsoever; or {c) shall be offered
or received as evidence in any action or proceeding whatsoever other than such proceeding by the
Parties hereto as may be necessary to enforce the provisions of this Agreement,

H.  Understanding Of Agreement. The Parties represent and warrant that they

(2) have carefully read this entire Agreement; (b) fully understand the terms, conditions, and
significance of this Agreement; {c) have had sufficient time to consider this Settlement
Apreement before executing it; (d) have had a full opportunity to review and consult with
their respective attorneys regarding this Agreement and have done s0; (e) have executed
this Agreement voluntarily, knowingly, and with the advice of their respective attorneys; (f
that in signing this Agreement the Parties represent and acknowledge that no
representations, inducements, promises or agreements, oral or otherwise, have been made
by any Party hereto: (8) have not relied upon any oral or written statement or omission
made by any person other than those statements expressly set forth in this Agreement; and
(h} that they believe there are no other facts or representation that would, if known, change
the Parties’ decision to enter into the Agreement.

12.  Construction. Any controversy regarding the construction of this Agreement shall
be decided neutrally, in light of its conciliatory purpose, not in favor of or against any Party, and
without regard to the events of authorship or negotiation.

13.  Counterparts, This Agreement may be executed by the Parties hereto in separate
counterparts and/or by facsimile, each of which when so executed and delivered shall be deemed
an original copy that is binding and enforceable, but all such counterparts shall together constitute
but one and the same instrument.

14.  Applicable Law and Venue. This Agreement shall be poverned by and interpreted
in accordance with the laws of tho State of New York, without regard to conflicts of laws
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York County, New York, and that the exclusive venue for such a dispute is in New York County,
New York.

15.  Taxes. Any tax liability, if any, incurred by Conneaunt Creck resulting from or in
connection with this Agreement or the Settlement Sum shall be the sole responsibility of Conneaut
Creek.

16.  Awuthority To Execute. The signatories to this Agreement represent and warrant that

they have the authority to bind the respective parties identified below to the terms of this _

Agreement.
IN WITNESS WHEREOF, this Agreement is made and entered into as of the date this
Agreement is executed by all Parties below.

{signature page to follow])

Type texi herss

1
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3
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CONNEAUT CREEK:

Conneaut Creek Ship Repair, Inc.

THE VERSITEC PARTIES:

1635536 Ontario Inc,

By:

Versi arine Services, Inc.

Morgan & Partners, Inc.

By:

Date: 08/14/2020

Date:

Date: 85 \‘jfl R0

Date:

PN
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CONNEAUT CREEK:

Conneaut Creek Ship Repair, Ine.

By:

THE VERSITEC PARTIES:

1635536 Ontario Inc.

By:

Versitec Marine Services, Inc.

By:

Morgan & Partners, Ine,

Gusrfh
Dot

By:

Date:

Date:

Date:

]
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

CONNEAUT CREEK SHIP REPAIR, INC.,

Plaintify, . CASENO.1 20-CV-03435-RA
V8. ,
VERSITEC MARINE & INDUSTRIAL,

Defendant.

NOTICE OF DISMISSAL WITH PREJUDICE

Pursuant to Federal Rule of Civil Procedure 41(a)(1)(A){), Plaintiff Conneaut Creek Ship
Repair, Inc., by and through its undersigned counsel, hereby dismisses the above-captioned action
with prejudice.

Dated: October | 2020.

Adam L. Schwartz

Homer Bonner Jacobs Ortiz, P.A.
1200 Four Seasons Tower

1441 Brickell Avenue

Miami, Florida 33131

(305) 350-5116
aschwartz@homerbonner.com
Counsel for Plaintiff

200
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

CONNEAUT CREEK SHIP REPAIR, iNC,,
Plaintiff,

Vs,

VERSITEC MARINE SERVICES, INC,
d/b/a VERSITEC MARINE & INDUSTRIAL,

Defendant.

CASE NO. 1:20-CV-03435-RA

NOTICE OF DISMISSAL WITH PREJUDICE

Pursuant to Federal Rute of Civil Procedure 41(a)(1)(A)(i), Plaintiff Conneaut Creek

Ship Repair, Inc, by and through its undersigned counsel, hereby dismisses the above-

captioned action with prejudice.

Dated: October 14, 2020,

By:

s/ Adam L. Schwartz

Adam L. Schwartz

Homer Bonner jacobs Ortiz, P.A.

1200 Four Seasons Tower

1441 Brickell Avenue

Miami, Florida 33131

(305) 350-5116

aschwartz@homerbonner.com
-and-

O'ROURKE & LAWLOR

john E. Lawlor, Esq,

129 Third Street

Mineola, New York

Phone: {(516) 248-7700

Fax: (b16} 742-7675

Email: jlawlor@johnelawlor.com

Attorneys for Plaintiff Conneaut Creek Ship
Repair, Inc.

201
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V19000589 36-00

Court Fite No.
ONTARIO
SUPERIOR COURT OF JUSTICE
BETWEEN:
DAVID CARPENTER
Plaintiff

-and -

1635536 ONTARIO INC.
ofa VERSITEC MARINE & INDUSTRIAL LIMITED

‘and DAVID TAYLOR
Defendants

STATEMENT OF CLAIM

TO THE DEFENDANT

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

IF YOU WISH TO DEFEND THIS PROCEEDING, you or an Ontario
tawyer acting for you must prepare a statement of defence if Form 18A prescribed by
the Rules of Civil Procedure, serve it on the Plaintiff's lawyer ar, where the Plaindiff does
not have a lawyer, serve it on the Plaintiff, and file it, with proof of service, in this Court
office, WITHIN TWENTY DAYS after this Statement of Claim is served on you, if you

are served in Ontario.

It you are served in another province or territory of Canada or in the

United States of America, the period for serving and filing your Statement of Defence is
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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 a Notice of intent to Defend in Form 18B prescribed by the Rules of Civil Procedure,
This wili entitle you to ten more days within which to serve and file your Statement of
Defence.

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 PROGEEDING BUT ARE UNABLE TO PAY
LEGAL FEES, LEGAL AID MAY BE AVAILABLE TG YOU BY CONTACTING A
LOCAL LEGAL AID OFFICE, |

IF YOU PAY THE PLAINTIFF'S CLAIM, and §....... far costs, within the time for
serving and filing your statement of defence you may move fo have this proceeding
dismissed by the court. If you believe the amount claimed for costs is axcessive, you
may pay the Plaintiff's claim and $400 for costs and have the costs assessed by the

court.

TAKE NOTICE THIS ACTION WILL AUTOMATICALLY BE DISMISSED if it has
not been set down for trial or terminated by any means within five vears after the action

was commenced unless otherwise ordered by the court,

DATE: May 21, 2019 Issued by:
Address 59 ChurcH Street
Couri Office; St. Catharines, ON L2R 303

Page 2 of 13
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TO: 1635536 Ontario inc. o/a Versitec Marine
4 Stonebridge Drive, Unit 4
Port Colborne, ON  L3K 5V5

AND F0O; David Taylor
518 King Street
Port Colborne, ON L3K 4H6

Page3 of 13



CLAIM

1. The Plaintiff claims the following against the Defendant Versitec Marine &
Industrial Limited (hereinafter referred to as “Versitec"):

a) A declaration that his employment was wrongfully terminated on or about
March 4, 2019

b) Damages for breach of contractwrangful dismissal in the amount of
$125,000;

¢} Reimbursement expenses and charges incurred by the Plaintiff on behalf
of the Defendant Versitec in the amount of $28,000;

d} Inthe alternative, damages for unjust enrichment in an amount to be

determined by this Honourable Court;

e) Damages for unpaid wages including unpalid vacation pay in an amount

to be determined:;
f)  Moral damages for bad faith conduct in the amount of $50,000;

g) Special damages for expenses incurred while seeking afternative
employment in an amount which will be provided prior fo trial;

h) Aggravated and punitive damages in the amount of $150,000;
i}  Prejudgment interest on the amounts claimed in accordance with

Sections 128 of the Couwrts of Justice Act, R.5.0. 1990, ¢.C. 43, as
amended;
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) His costs of this action on a substantial indemnity basis, fogether with
applicable HST at the prevailing rate on any Judgment and costs
awarded on which tax has been paid or will be payable; and

K} Such further and other relief as this Honourable Court deems just.

2. The Plaintiff claims against Defendant David Taytor:
a) aninterim and final order pursuant to sections 248 and 253 of the Ontario
Business Corporations Act R.S.0 1990 ¢ B16 as amended providing as

follows:
i

il

iv,

14,

a declaration that the Defendant in his capacity as majority
shareholder has oppressed, unfairly prejudiced, ahd has unfairly i
disregarde_d the rights, interests, and reasonable expectations of
the Plaintiff and has breached his fiduciary duties to the Plaintiff

with respect to Versitec Marine Industrial Limited;

an interim order that the Defendants produce and deliver up to the i
Plaintiff all books and records for inspection in accordance with the
provisions of the Ontario Business Corporations Act:

damages in amount to be determined by this Honourabie Court for

the conduct described in paragraph 2 a}1 above;

an order directing the Company or the shareholders of the
Company to purchase the Plaintiff's shares fair market value
without minority discount;

pre-and post-judgment interest in accordance with court of Justice

Act;
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vi.  the costs of this action on a substantial indemnity basis;
vii.  such further and other relief as this honourable Court deems just,

3. With respect {o the damages claimed at paragraph 2 above, the Plaintiff states
that the Defendants are jointly and severally iiable for the damages and costs

claimed in respect of the Plaintiff's unpaid wages and punitive damages.
The Parties

4. The Plaintiff resides in the city of Niagara Falls in the Regional Municipality of
Niagara and at all material times was an employee and sharehoider of the

Defendant Corporation.

5. The Defendant Versitec is a corporation incorporated pursuant to the laws of the
province of Ontario with its head office in the city of Port Colborne carrying on
business worldwide in the manufacture, sale, and service of marine products
including specialized sealing rings for marine vessel driveshafts.

8. Versitec USA is a wholly-owned subsidiary of the Defendant Versitec
incorporated in the State of Delaware, USA operating at and out of Boca Raton,
Florida.

7. Versitec GB is a corporation incorporated in accordance with the laws of Grand

Bahamas forming part of the Versitec group of companies.
8. The Defendant David Taylor resides in the city of Port Colborne and all material

times was the president, majorily shareholder and guiding mind of the Defendant

Versitec Marine Indusirial,
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The Plaintiffs Employment with the Defendant Versitec

9. The Plaintiff states that he commenced hig employment on or about Aprit 1, 2004
with the Defendant Corporation’s predecessor in taw Versitec Marine taking up a
posttion in saies, service and finances. The Plaintiff was appointed Corporate
Secretary of the Corporation and remained $0 unti! the late fall of 2018,

10. The Plaintiff was employed by Veristec Marine & Industrial Limited pursuant to a
contract of employment (the "Employment Contract”) of indefinite d uration, The

. Employment Contract in part oral and in part determined by the course of
dealings between the parties.

11.By operation of law it was an implied term of the Employment Contract that:

a) Versitec would, in the absence of gross misconduct amounting to cause,
provide the Plaintiff with a reasonable period of advance notice of any

dismissai or monetary severance compensation in lieu thereof: and

b) Versitec would act in good faith and dea) fairly with the Plaintiff so as to do
nothing to impair his abllity to maintain his employment tor otherwisa
adversely affect his interests and/or rights.

12, Throughout the duration of the employment relationship the Plaintiff was
employed by Versitec he feported directly to the CEQ and to the Personal
Defendant, who is the President of the company.,

13. Throughout the period of his employment with the Defendant Versitec, the

Plaintiff worked fafthfuily and difigently performing aff of his assigned duties
competently and efficiently.
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14.The Plaintiff earned an hourly rate of $35 per hour for a 40 hour work week and
overtime pay as required. In point of fact, the Plaintiff regularly worked 9 hours
per day and occasionally on weekends but was never paid for work in excess of
his regular hours of work as required by sections 5{2) and 22 of the Ontario
Employment Standards Act. The Plaintiff pleads and relies upon the provisions of
Employment Standards Act, 2000. The Plaintiff states that monies are due and

owing for alt overtime worked but not paid.

The Plaintiff's Sharcholding Interests

15.0n or about January 21, 2005 the Defendant David Taylor caused o be
incorporated the Corporate Defendant Versitec Industrial Marine Limited and the

Plaintiff's employment was continued thereafter with the new company.

16.At all material times the reasonable expectation of the parties as required by law
that the parties would deal with each other in good faith throughout their
contractual relationship. '

17.in an effort to raise capital the Defendant David Taylor offered a shareholding :
interest to the Plaintiff and 2 others to each acquire 10 percent of the outstanding i
common shares of the Company for an investment of $30,000.

18.The Plaintiff entered into a Shareholders Agreement on or about May 27, 2005
recelveing a Share Certificate evidencing his shareholding interest of 1000

common shares of the Defendant Versitec,

19. Throughout his empioyment and to the present time at no fime has the
Defendant Versitec ever held a shareholders meeting in accordance with the
provisions of the Onfaric Corporations Act with the exception of one meeting
called by the mincrity shareholders in 2017 which the Defendant David Taylor
chose not to attend requiring its cancellation.
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20.At no time has the Plaintiff ever received financial statements or other information

in accordance with the provisions of the Ontario Business Corporations Act.

The Piaintiff as Creditor

21

22.

23.

24.

. The Plaintiff states that as a result of chronic cash flow difficulties and exhausted

credit facilities the Plaintiff from the outset of his employment was requested by
the Defendant Taylor to permit the Company to utilize his personal credit card to
pay for various expenditures of the Company such as the purchase of supplies,
preauthorized'debts, business travel related éxpenses.

The Plaintiff states that in 2016 foliowing the cancellation of the facilities by the
Defendants then primary institutional lender, the Plaintiff was again prevailed
upon to permit the use of this credit card for company purposes, The Defendant
David Taylor and CEQ Reuben Byrd personally represented io the Plaintiff that
his credit card would be paid off as soon as the Company hadestablished the
credit facifities. The Plaintiff states his credit card balance was not paid off as
promised.

The Defendant Versitec generally made payments on the credit card account
however the credit card balance continued to rise and was on the last day of the
Plaintiff's employment in excess of $27,000.

In the latter part of the Plaintiff's employment the Defendant David Taylor in
addition to regularly scheduled dividend payments increasingly directed that
funds be withdrawn and wired to him despite the deteriorating financial condition
of the Defendant Versitec. '
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The Plaintiff's Termination

25.0n or about March 4, 2018 the Piaintiff was summariiy terminated by the
Defendant CEQ, then on vacation, verbally via a Skype video conference. The
Plaintiff had no advance notice of his termination and was paid no pay in lieu of
notice from and after the date of his termination. Since the Plaintiff's termination
representatives of the Defendant have falsely advised third parties the Plaintiff
left to seek other employment but purposely failed fo advise major creditors
inciuding BOC that he was no longer assaciated with the Defendant Versitec.

26.The Plaintiff states that he was not provided with reascnable notice of
termination. In failing to provide reasonable notice, Versitec breached the
Employment Contract between the parties, thereby entlt!mg the Plaintiff to
wrongful dismissal damages.

27.The Plaintiff states and the fact is that his termination was effected in the utmost
bad faith following the Plaintiff requesting receipts for certain travel business
advances. The defendant Tavlor had been previously advised by the Canada
Revenue Agency documented expenses would be deemed to be income imputed
to him for which reimbursement was sought by the Personal Defendant David
Taylor. The Plaintiff states that his request of Tayler was wholly in accordance
with generally accepted accounting principles and for the benefit of the

Defendant Versitec.

28.The Plaintiff states that the Personal Defendant was at all material times, an
officer and director of Versitec. The Plaintiff therefore pleads and relies on the
provisions of the Employment Standards Act, 2000 and the Business
Corporations Act which provide that the Personal Defendarnt is personally liable
for any wages including vacation pay owing to him that are not paid and satisfied
by Versitec,
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28.The Plaindiff states that he was entitled to vacation of up to a minimum of three
weeks per year but was unable to ulilize his vacation owing to work demands.
The Company’s books of account record $10,700 in outstanding vacation pay
owing to the Plaintiif.

30.The Plaintiff states that having regard to his age, his length of service, his
position of responsibility and alf other factors relevant at law he was entitled to at
least 18 months advance notice of his termination.

31.The Plaintiff states the Defendant was aware that in the absence of the Plaintitf
having achieved any accounting designation or other qualification his ability te
secure suifabte alternative employment within a reasonable commute would be
severely impaired.

32. The Plaintiff further states that the Defendant Versitec since the date of the
Plaintiff's termination:

a) has not paid monies required undsr Section 57 of the Onfaric Employment
Standards Act in fieu of notice:

b} has not provided or offered the Plajntiff a fetter of reference or
acommitment to respond postively in response to prospective employer
inquiries or any form about placement counselling service to assist the
Plaintiff who has been off the job market for two decades;

¢) has not paid vacation monies impressed with a statutory trust in favour of

the Plaintiff pursuant to the provisions of the Ontario Employment .
Standards Act;
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d) has not made atrangements to pay off the Plaintiff’s personal credit card
balance for purchases made for the benefit of the Defendant Versitec

which has been unjustly enriched as a result;

e} has not paid the minimum monthly payment requirement on the Plaintiff's
credi card;

f) has not paid any monies in ieu of reasonable notice to which the Plaintif
Is in law entitled; '

g) has not pravided outplacement counselling services to the Plaintiff to

assist him in the search for suitable afternative employment.

33.In addition, the Plaintiff states that the Defendants' conduct as referred o herein
has caused him humiliation, loss of reputation, dignity, self-esteem and pride, all
of which has and will continue to adversely affect his efforts to mitigate against

his loss and his ability to earn a Jivelihood.

34.The Defendants' actions were so highhanded, vindictive, arbitrary and arrogant
that they merit the sanction of this Honourable Court through an award of

punitive, aggravated and/or exemplary damageas.

Continuing Oppressive Conduct

35.The Plaintiff believes the Defendant David Taylor together with the CEQ Reuben
Byrd are now attempting to direct most of the receivables of the Defendant
Versitec to its US banking accounts to support Versitec USA arrangements the

expense of the Defendant Versitec and its shareholders.

36. The Defendant Veristec is failing to meet financial commitments to suppliers,
empioyées, and contractors to the detriment of the Defendant Versitec and its
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minority shareholders in a Colourable attempt to place the assets of the
companies beyond the reach of its Canadian creditors.

37. The Plaintiff requests a full accounting for ail funds misappropriated by the
Defendant David Taylor in breach of his fiduciary duty to the corporation and its _
shareholders. ’

38.The Plaintiff states that the conduct of the Defendants in carrying out the
termination of his employment was harsh, oppressive, calious and with flagrant
disragard for his contractual, statutory and other legal rights

39.The Piaintiff claims his costs of this action on a substantial indemnity scale.

40.The Piaintiff proposes this action to be tried in the City of St. Catharines in the
Regional Municipality of Niagara.

DATED: May 21, 2019 CHOWN, CAIRNS LLP
Barristers and Solicitors
80 King Street, 9% Floor,
P.0O. Box 780
St. Catharines, ON  L2R 6Y8

Tel:  (905) 688-4500
Fax: ({905)688-0015

Barry W, Adams, LSO #17320T 5
Solicitors for the Plaintiff *
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BETWEEN:

CY-(3-6t058931-0ror
‘Court File No.:
ONTARIO
PERIOR COURT OF JUSTICE
]
DAVID SWINDELLS
Plaintiff

- and -

1635536 ONTARIO INC.
of/a VERSITEC MARINE & INDUSTRIAL LIMITED

and DAVID TAYLOR

Befendants

STATEMENT OF CLAIM

TO THE DEFENDANT

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 Tp DEFEND THIS PROCEEDING, you or an Ontario
tawyer acting for you must prefepare a statement of defence if Form 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 after this Statement of Claim is served on you, if you

are served in Ontario.

If you are servejd in another province or territory of Canada or in the

i
United States of America, the

period for serving and filing your Statement of Defence is



forty days. If you are served dutside Canada and the United States of America, the

period is sixty days.

instead of servin

g and filing a Statement of Defence, you may serve and

file a Notice of Intent to Defend in Form 18B prescribed by the Rules of Civil Procedure.

This will entitle you to fen moré days within which to serve and file your Statement of

Defence.

IF YOU FAIL TO
GIiVEN AGAINST YOU IN YO
YOU. IF YOU WISH TO DEFE
LEGAL FEES, LEGAL AID M

LOCAL LEGAL AID OFFICE.

IF YOU PAY THE PLA
serving and filing your stateme
dismissed by the court. If you
may pay the plaintiff's claim an
court.

TAKE NOTICE THIS A
not been set down for trial or t

DEFEND THIS PROCEEDING, JUDGMENT MAY BE
UR ABSENCE AND WITHOUT FURTHER NOTICE TO
ND THIS PROCEEDING BUT ARE UNABLE TO PAY
AY BE AVAILABLE TO YOU BY CONTACTING A

NTIFF'S CLAIM, and $........ for costs, within the time for
nt of defence you may move to have this proceeding
Lhelieve the amount clalmed for costs is excessive, you

1d $400 for costs and have the costs assessed by the

CTION Wil AUTOMATICALLY BE DISMISSED if it has

erminated by any means within five years after the action

was commenced uniess otherwise ordered by the court.
i

DATE: May 21, 2019

b
i

tssued by: AL

Addressof 59 Church Street
Court Office: &t. Catharines, ON L2R 3C3
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TO: 1635536 Ontario Inc. ola Versitec Marine
4 Stonebridge Drive, Uit 4
Port Colborne, ON 13K 5v5

AND TO: David Tavior

518 King Street
Port Colborne, ON L3K 4H6
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1. The Plaintiff claims the

CLAIM

following against the Defendant Versitec Marine &

Industrial Limited (hereinafter referred to as “Versitec"):

a}

b)

d)

f)

g)

h)

n

.the approximate

A declaration tha
February 22, 201

Damages for wrd

t his employment was wrongfully terminated on or about
9;

ngful dismiss in the amount of $50,000;

Damages for monies due and owing for unpaid wages and vacation pay in

Damages for ex
reimbursement H

|

amount of $85,000:

enses incurred by the Plaintiff on the promise of
y the Defendant in the amount of $13,380;

Special damages for expenses incurred while seeking alternative

employment in ah amount which will be provided prior to trial;

Damages for ba(j;‘l faith conduct in the amount of $50,000;

i
i

Aggravated and punitive damages in the amount of $50,000;

Prejudgment inte

rest on the amounts claimed in accordance with Sections

128 of the Courf.;: of Justice Act, R.S.0. 1990, ¢. C. 43, as amended:

His costs of this actlon on a substantial indemnity basis, together with HST

at the prevailing ra’te on any Judgment and costs awarded on which tax

has been paid or::

Such further and;!

will be payable; and

other refief as this Honourable Court deems just.
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The Parties

2. The Plaintiff resides in the city of Port Calborne in the Regional Municipality of
Niagara and at all materiaj times was an employee of the Defendant Corporation.

3. The Defendant Versitec is a corporation incorporated pursuant to the laws of the
prevince of Ontario with its head office in the city of Port Colborme carrying on
business worldwide in the manufacture, sale and service of marine products
including specialized sealing rings for marine vessel driveshafts.

4. Versitec USAis a wholly-owned subsidiary of the Defendant Versitec
incorporated in the State of Delaware, USA operating at and out of Boca Raton,
Florida.

3. The Defendant David Taylor resides in the city of Port Colborne and all material
times was the president, majority shareholder and guiding mind of the Defendant

Versitec Marine Industrial.

The Piaintiff's Employment with the Defendant Versitec

6. From May 2018, continuing for months following, discussions took place between
the Plaintiff and the Defendant Taylor, a business acquaintance, culminating in
an offer of employment. Specifically, the Plaintiff was induced to take up the
position of Chief Operaﬁng Officer of Versitec Marine Canada on the strength of
the personal representations by the Defendant David Taylor to him that he would
be engaged on the following terms:

a) Salary: $97,000 CADfyaar;

b) Profit Sharing Scheme, percentage & income based upon net operating
profit;

¢) Hours: 8am to 5pm. 5 days per week and all additional hours reguired to
fulfilt the roles and responsibilities of Chief Operating Officer:
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d) Housing: A furnished Corporate Apartment for his sole use and located in
Port Colborne, provided for the term of his employment in Canada;

e) Utifities: Apartment Utilities to be paid for the duration of his employment
in Canada;

f) Company Celi Phone for business & personal use;

g) Corporate Amex Card for Business Travel Expenses

7. The responsibilities of the Plaintiff were to include the following tasks:

a) Create and Manage our export sales growth program 2017 and onwards:

b} Implementation of Business Management Systems including a new fully
integrated CRM System that the Versitec business requires fo increase its
ability to grow profitably in the Export and home-based markets;

¢} Responsibility for business compliance, legal, financial, technica! efc.

d) Become the primary company Executive interface in respect to all
business matters.';

€) To create and manage the implementation and approval of a business
wide 150 9001 Business Quality Management System to support daily
operations and to allow Versitec to abtain Marine Class Cerlificates
essential for global business growth;

f) To implement daily operating systems and procedures to support all
administrative and financial activities:

g} To act on behalf of the Versitec President and owner with regard to alf
maites inciuding Banking, Financial Expenditure, Profit and growth
forecasts and all associated processes;

k) Engagement with all “high level® management decisions relating to
Employees in Canada and overseas staff and Sales Agents, Financial
management, Business Development;

1) Al employee hiring and assaciated personnel management systems to
support the growth of the business:

j} Management of R&D and materials programmes related to new product

development;

Page ¢ of 10

221



222
164

k) Creation and implementation of employee skills training programmes;

f} Creation and implementation of enhanced supply chain management
based upon our Canadian material and manufacturing base:

m) Management of company wide profitability and Export Growth:

n} Management of fhe company technical department and all associated
services.

8. The parties further agreed that the Plaintiff:

a) was to become eligible for medical and fife insurance after the passage of

six months;
b) was to receive five weeks vacation entitlement per annum:;

c) would be eligible to receive paid travetl to the UK to attend fo his parents,

rnow in declining health; and

d} would receive a 10% shareholding interest in the company Versitec USA
as well as 10% shareholding interest in the company yet to be formed

which would operate as Versitec Asia-Pacific.
8. By operation of law it was an implied term of the Employment Contract that;

a) Versitec would, in the absence of gross misconduct amounting to cause,
provide the Plaintiff with a reasonable period of advance notice of any
dismissal or monetary severance compensation in lieu thereof; and

b} Versitec would act in good faith and deal fairly with the Plaintiff so as to do

nothing to impair his ability to maintain his empioyment or otherwise

adversely affect his interests and/or rights.
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10.The Plaintiff took up his position and diigently performed ali duties required of
him.

11.Shortly after taking up his position the Defendant David Taylor indicated the
company was not in a position to pay his full salary as promised but any shortfall
would be later received,

12.The Plaintiff has only receivad appreximately 70% of the promised salary during
the course of his employment.

13.In addition, the Plaintiff was prevailed upon not to take vacation and has accrued
$15,110 in accrued and outstanding vacation pay entitlement.

The Plaintiff's Termination

14. The Plaintiff states that from the commencement of his employment the
Deferdant Taylor thwarted all efforts by the Plaintiff to introduce sound business
systems and practices, and to maintain financial records in accordance with
generally accepted accounting principles.

15. The Plaintiff states that the Defendant Taylor frequently withdrew monies from
the company disguised as expenses and acted in an undisciplined, impuisive,
improvident manner exhibiting a mercurial temperament dismissive of all legal
and financial advice and threatening to dismiss any employee who Taylor

perceived to be countermanding his instructions.

16.1n 2017 the Plaintiff and the Defendant Taylor met with company counsel relative
to Taylor's plan to instail the Plaintiff as CEQ and signing officer of the company
in early 2018 with the Plainiiff to assume many of the duties of the chief financial
officer Taylor had decided to dismiss. At that time, Taylor represented to the ;
Plaintiff that the shareholding interest referred to in paragraph 8 d) would be
Implemented but failed to materialize. |
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17.0n or about February 22, 2019 the Plaintiff was summarily terminated by the
Defendant CEO then on vacation verbally via a Skype video conference. The
Plaintiff had no advance hotice of his termination and was paid the sum of $5,850
without explanation but no further payments of any kind from and after the date

of his termination.

18. The Plaintiff states that he was not provided with reasonable notice of
termination. In fafiing to provide reasonable notice, Versitec breached the
Employment Confract between the parties, thereby entitling the Plaintiff to
wraongful dismissat dam:éges.

19. The Plaintiff states that_'Tayfor was at all material times, an officer and director of
Versitec. The Plaintiff therefore pleads and relies on the provisions of the
Employment Standards Act, 2000 and the Business Corporations Act which
provide that the Personal Defendant is personally fiable for any wages owing to
him that are not paid and satisfied by Versitec.

20.The Plaintiff states that ':he was entitled to vacation of up to a minimum of five
weeks per year but was unable to utilize his vacation owing to work demands.
The Company's books of account record $13,110 in outstanding vacation pay

owing to the Plaintiff.

21.The Piaintiff states that having regard to his age, his length of service, his
position of responsibility and a!l other factors relevant af law he was entitled to at

least 6 months advance notice of his termination.

22.The Pilaintiff states that from and after the termination of his employment:
a) The Defendant failed to pay accrued unpaid vacation in the amount of
$15,110;
b} The Defendant failed to pay for medical expenses in the amount of
$1.840;

Page 9 of 10
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¢) The Defendant failed fo make promised payments on account of
accommodation and utilities in the amount of $5,625:

d} The Defendant failed to pay receipted business expenses in the matter of
$2,915; and

e} The Defendant failed ta reimburse for unauthorized deductions from salary
in the amount of $3,000.

23. The Plaintiff has made reasonable efforts to mitigate his claimed damages but
without success to date.

24.The Plaintiff states that fhe conduct of the Defendants in carrying out the
termination of his employment was harsh, oppressive, calfous and with flagrant
disregard for his contraétual, statutory and other legal rights

25.The Defendants’ actions were so highhanded, vindictive, arbitrary and arrogant
that they merit the sanction of this Honourable Caourt through an award of

punitive, aggravated and/or exemplary damages.
26.The Plaintiff claims his 6osts of this action on a substantial indemnity scale.

27.The Plaintiff proposes this action to be tried in the City of St. Catharines in the
Regional Municipality of Niagara.

DATED: May 21, 2019 CHOWN, CAIRNS LLP
Barristers and Solicitors
80 King Street, 9 Floor,
P.0O. Box 760
Si. Catharines, ON  L2R 6Y8

Tel:  (D05) 688-4500
Fax: (905)688-0015

Barry W. Adams, LSO #17320T
Solicitors for the Plaintiff
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John Morgan

From: pkdhar@gmail.com
Sent: August-14-20 10:21 AM
To: John Morgan

Subject: Re: Versitec Contract
Hi fohn,

Yes it was extended and is in force even now. | was told that same terms will continue. ft was verbal - David Taylor &
David Swindells & even Reuben, when we visited (David Swindeils was also there) Genco NY on 18-March-2020, after
Reuben came on hoard Versitec Managennent,

Even today messages are being copied to me on Genco vessels by the managers & Versitec. Versitec will not get any
business from Genco {(Wallem and Anglo-Eastern} if | was not the agent in hetween, which Is clear from Genco’s
message to Reuben, forwarded to you earlier today.

You'll see Versitec paid my commissions tillOctober 2019 but then due to involvement of Liquid Capital and conflicting
instructions from LC and Versitec, Genco asked both Wallem and Versitec to stop further payments to Versitec/LC.

Till June 23, 2020 Reuben was promising payment to me but then he kept quite.
Best regards

Pranab Dhar

T: +1(347}741-0298

Sent from my iPhone

On Aug 14, 2020, at 9:51 AM, John Morgan <lohnMorgan@morgantrustees.com> wrote:

Good day Mr. Dhar
Was this contract ever renewed or extended in writing by both parties? if so may | have that

confirmation please.

John Morgan, CPA, CA, CIRP, LIT, CFE CBM
President

MORGAN & PARTNERS INC.

4 Cedar Pointe Drive, Unit J-2, Barrie, ON L4N 5R7
Direct Line: (705} 739-7003 ext 23

Fax: (705) 735-7119

www. morgantrustees com




From: pkdhar@gmail.com <pkdhar@gmail.com>

Sent: August-14-20 5:39 AM

To: John Morgan <JohnMorgan@morgantrustees.coms
Subject: Fwd: Versitec Contract

>
<imageG01.png>

>

=
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>Sent from my iPhone
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LIQUID CAPITAL EXCHANGE CORP. -and- 1635536 ONTARIO INC. o/a VERSITEC MARINE et al. Court File No. CV-20-00637427-00CL
Applicant Respondents

ONTARIO
SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY AND INSOLVENCY

COMMERCIAL LIST

Proceeding commenced at Toronto

MOTION RECORD OF THE RECEIVER
(MOTION RETURNABLE FEBRUARY 12,2021)

LAISHLEY REED LLP
Barristers & Solicitors

3 Church Street, Suite 505
Toronto, ON MSE M2

CalvinJ. Ho LSO#: 40875B
Tel: 416.981.9430
Fax: 416.981.0060
Email: choaishlevreed.com

Lawyers for the Receiver,
Morgan & Partners Inc.
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Court File No.: CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE ) FRIDAY THE 12™
)
JUSTICE KOEHNEN ) DAY OF FEBRUARY, 2021
BETWEEN:
LIQUID CAPITAL EXCHANGE CORP.
Applicant
-and-
1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC,,
DAVID TAYLOR, REUBEN BYRD and DAVID CARPENTER

Respondents

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY ACT,
R.S.C. 1985, C. B-3, AS AMENDED AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, C. C-43, AS AMENDED

ORDER
(Appointing Substitute Receiver)

THIS MOTION made by Morgan & Partners Inc. (“MP1”’), Court appointed receiver (the
“Receiver”) of certain assets and undertakings of 1635536 Ontario Inc. O/A Versitec Marine &
Industrial and Versitec Marine USA Inc. (Versitec Marine USA Inc. and 1635536 Ontario Inc. o/a
Versitec Marine & Industrial shall hereinafter collectively be referred to as the “Debtors”) for an
Order, inter alia, discharging MPI from its active duties as receiver, and substituting and
appointing BDO Canada Limited (“BDO” or the “Substitute Receiver”) as substitute receiver,
without security, over the assets, undertakings and properties of the Debtors acquired for or used

in relation to a business carried on by the Debtors.
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ON READING the First Report of MPI dated February 9, 2021 (the “First Report”) and
the Preliminary Report of the Substitute Receiver dated February 9, 2021 (the “Preliminary
Report”), BDO, and on hearing counsel for the MPI, the proposed Substitute Receiver and the

Applicant creditor and on hearing the submissions of the lawyer(s) for the parties,

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 Substitute Receiver, without security, of all of the
assets, undertakings and properties of Versitec Marine USA Inc. and 1635536 Ontario Inc. o/a
Versitec Marine & Industrial acquired for, or used in relation to a business carried on by the

Debtors, including all proceeds thereof (all collectively, the "Property").
RECEIVER’S POWERS

3. THIS COURT ORDERS that the Substitute 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 Substitute Receiver is hereby expressly empowered
and authorized to do any of the following where the Substitute Receiver considers it necessary or

desirable:

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

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

(b) to receive, preserve, and protect the Property, or any part or parts thereof,
including, but not limited to, the changing of locks and security codes, the
relocating of Property to safeguard it, the engaging of independent security
personnel, the taking of physical inventories and the placement of such

insurance coverage as may be necessary or desirable;
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to manage, operate, and carry on the business of the Debtors, 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 Debtors;

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 Substitute 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 to continue the business of the Debtors or any part

or parts thereof;

to receive and collect all monies and accounts now owed or hereafter owing
to the Debtors and to exercise all remedies of the Debtors in collecting such
monies, including, without limitation, to enforce any security held by the

Debtors;
to settle, extend or compromise any indebtedness owing to the Debtors;

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

Order;

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 Debtors, the Property or the Substitute
Receiver, and to settle 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;
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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 Substitute Receiver in its discretion

may deem appropriate;

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

thereof out of the ordinary course of business,

(1) without the approval of this Court in respect of any transaction not
exceeding $50,000, provided that the aggregate consideration for all

such transactions does not exceed $500,000; and

(i1) 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 each such case notice under subsection 63(4) of the Ontario Personal
Property Security Act, or section 31 of the Ontario Mortgages Act, as the

case may be, shall not be required.

to apply for any vesting order or other orders necessary to convey the
Property or any part or 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 Substitute 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 Substitute 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 any governmental authority and any renewals thereof for and
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on behalf of and, if thought desirable by the Substitute Receiver, in the name
of the Debtors;

(p) to enter into agreements with any trustee in bankruptcy appointed in respect
of the Debtors, including, without limiting the generality of the foregoing,
the ability to enter into occupation agreements for any property owned or

leased by the Debtors;

(q) to exercise any shareholder, partnership, joint venture or other rights which

the Debtors may have; and

(r) to take any steps reasonably incidental to the exercise of these powers or the

performance of any statutory obligations.

and in each case where the Substitute 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

below), including the Debtors, and without interference from any other Person.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE SUBSTITUTE
RECEIVER

4. THIS COURT ORDERS that (i) the Debtors, (ii) all of its current and former directors,
officers, employees, agents, accountants, legal counsel and shareholders, and all 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 Substitute 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

Substitute Receiver upon the Substitute Receiver's request.

5. THIS COURT ORDERS that all Persons shall forthwith advise the Substitute Receiver of
the existence of any books, documents, securities, contracts, orders, corporate and accounting
records, and any other papers, records and information of any kind related to the business or affairs
of the Debtors, and any computer programs, computer tapes, computer disks, or other data storage

media containing any such information (the foregoing, collectively, the "Records") in that Person's
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possession or control, and shall provide to the Substitute Receiver or permit the Substitute Receiver
to make, retain and take away copies thereof and grant to the Substitute Receiver unfettered access
to and use of accounting, computer, software and physical facilities relating thereto, provided
however that nothing in this paragraph 5 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
Substitute Receiver due to the privilege attaching to solicitor-client communication or due to

statutory provisions prohibiting such disclosure.

6. 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
unfettered access to the Substitute Receiver for the purpose of allowing the Substitute Receiver to
recover and fully copy all of the information contained therein whether by way of printing the
information onto paper or making copies of computer disks or such other manner of retrieving and
copying the information as the Substitute Receiver in its discretion deems expedient, and shall not
alter, erase or destroy any Records without the prior written consent of the Substitute Receiver.
Further, for the purposes of this paragraph, all Persons shall provide the Substitute Receiver with
all such assistance in gaining immediate access to the information in the Records as the Substitute
Receiver may in its discretion require including providing the Substitute Receiver with instructions
on the use of any computer or other system and providing the Substitute Receiver with any and all
access codes, account names and account numbers that may be required to gain access to the

information.

7. THIS COURT ORDERS that the Substitute Receiver shall provide each of the relevant
landlords with notice of the Substitute Receiver’s intention to remove any fixtures from any leased
premises at least seven (7) days prior to the date of the intended removal. The relevant landlord
shall be entitled to have a representative present in the leased premises to observe such removal
and, if the landlord disputes the Substitute Receiver’s entitlement to remove any such fixture under
the provisions of the lease, such fixture shall remain on the premises and shall be dealt with as
agreed between any applicable secured creditors, such landlord and the Substitute Receiver, or by
further Order of this Court upon application by the Substitute Receiver on at least two (2) days

notice to such landlord and any such secured creditors.
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NO PROCEEDINGS AGAINST THE SUBSTITUTE RECEIVER

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

with the written consent of the Substitute Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTORS OR THE PROPERTY

9. THIS COURT ORDERS that no Proceeding against or in respect of the Debtors or the
Property shall be commenced or continued except with the written consent of the Substitute
Receiver or with leave of this Court and any and all Proceedings currently under way against or in
respect of the Debtors or the Property are hereby stayed and suspended pending further Order of
this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

10. THIS COURT ORDERS that all rights and remedies against the Debtors, the Substitute
Receiver, or affecting the Property, are hereby stayed and suspended except with the written
consent of the Substitute 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 (i) empower the Substitute Receiver or the
Debtors to carry on any business which the Debtors is not lawfully entitled to carry on, (ii) exempt
the Substitute Receiver or the Debtors from compliance with statutory or regulatory provisions
relating to health, safety or the environment, (ii1) 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 SUBSTITUTE RECEIVER

11. 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 Debtors, without written consent of the Substitute Receiver

or leave of this Court.
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CONTINUATION OF SERVICES

12. THIS COURT ORDERS that all Persons having oral or written agreements with the
Debtors 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 services, utility or other services to
the Debtors are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Substitute Receiver, and that the Substitute Receiver shall be entitled to the continued use of the
Debtors’ current telephone numbers, facsimile numbers, internet addresses and domain names,
provided in each case that the normal prices or charges for all such goods or services received after
the date of this Order are paid by the Substitute Receiver in accordance with normal payment
practices of the Debtors or such other practices as may be agreed upon by the supplier or service

provider and the Substitute Receiver, or as may be ordered by this Court.

SUBSTITUTE RECEIVER TO HOLD FUNDS

13. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of
payments received or collected by the Substitute Receiver from and after the making of this Order
from any source whatsoever, including without limitation the sale of all or any of the Property 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 to
be opened by the Substitute 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 herein, shall be held by the Substitute Receiver to be paid in accordance with the
terms of this Order or any further Order of this Court.

EMPLOYEES

14. THIS COURT ORDERS that all employees of the Debtors shall remain the employees of
the Debtors until such time as the Substitute Receiver, on the Debtors’ behalf, may terminate the
employment of such employees. The Substitute Receiver shall not be liable for any employee-
related liabilities, including any successor employer liabilities as provided for in section 14.06(1.2)

of the BIA, other than such amounts as the Substitute Receiver may specifically agree in writing
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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

15. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Substitute 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 to 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 Substitute Receiver, or in the
alternative destroy all such information. The purchaser of any Property shall be entitled to continue
to 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 Debtors, and
shall return all other personal information to the Substitute Receiver, or ensure that all other

personal information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

16. THIS COURT ORDERS that nothing herein contained shall require the Substitute
Receiver to occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession") of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release 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 Act, the Ontario Water
Resources Act, or the Ontario Occupational Health and Safety Act and regulations thereunder (the
"Environmental Legislation"), provided however that nothing herein shall exempt the Substitute
Receiver from any duty to report or make disclosure imposed by applicable Environmental

Legislation. The Substitute Receiver shall not, as a result of this Order or anything done in
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pursuance of the Substitute 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 SUBSTITUTE RECEIVER’S LIABILITY

17. THIS COURT ORDERS that the Substitute Receiver shall incur no liability or obligation
as a result of its appointment or the carrying 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 Substitute Receiver by section 14.06 of the
BIA or by any other applicable legislation.

RECEIVER'S AND SUBSTITUTE RECEIVER’S ACCOUNTS

18. THIS COURT ORDERS that the Receiver and the Substitute Receiver and counsel to the
Receiver and counsel to the Substitute Receiver shall be paid their reasonable fees and
disbursements, in each case at their standard rates and charges unless otherwise ordered by the
Court on the passing of accounts, and that the Receiver and Substitute Receiver and counsel to the
Receiver and counsel to the Substitute Receiver shall be entitled to and are hereby granted a charge
(the "Receiver’s and Substitute 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 and Substitute Receiver's Charge shall form a first charge on the Property
in priority to all security interests, trusts, liens, charges and encumbrances, statutory or otherwise,

in favour of any Person, but subject to sections 14.06(7), 81.4(4), and 81.6(2) of the BIA.

19. THIS COURT ORDERS that notwithstanding the foregoing, in respect of any Property of
the Debtors not listed in Schedules Al and A2 to this Order (herein, the “Equipment”), the
Receiver’s and Substitute Receiver’s Charge shall only form a first charge in respect of the
Equipment to the extent that such fees and expenses of the Receiver and Substitute Receiver have

been incurred specifically in relation to the preservation, maintenance or sale of the Equipment.

20. THIS COURT ORDERS that the Receiver, the Substitute Receiver and their legal counsel

shall pass their accounts from time to time, and for this purpose the accounts of the Receiver and
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the Substitute Receiver and their legal counsel are hereby referred to a judge of the Commercial

List of the Ontario Superior Court of Justice.

21.  THIS COURT ORDERS that prior to the passing of its accounts, the Substitute Receiver
shall be at liberty from time to time to apply reasonable amounts, out of the monies in its hands,
against its fees and disbursements, including legal fees and disbursements, incurred at the standard
rates and charges of the Substitute 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

22. THIS COURT ORDERS that the Substitute Receiver be at liberty and it is hereby
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 $100,000 (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 funding the exercise of the powers and duties conferred upon the
Substitute 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 "Substitute Receiver's
Borrowings Charge") as security for the payment of the monies borrowed, together with interest
and charges thereon, in priority to all security interests, trusts, liens, charges and encumbrances,
statutory or otherwise, in favour of any Person, but subordinate in priority to the Substitute

Receiver’s Charge and the charges as set out in sections 14.06(7), 81.4(4), and 81.6(2) of the BIA.

23. THIS COURT ORDERS that neither the Substitute Receiver's Borrowings Charge nor any
other security granted by the Substitute Receiver in connection with its borrowings under this

Order shall be enforced without leave of this Court.

24, THIS COURT ORDERS that the Substitute Receiver is at liberty and authorized to issue
certificates substantially in the form annexed as Schedule "B" hereto (the "Substitute Receiver’s

Certificates") for any amount borrowed by it pursuant to this Order.

25. THIS COURT ORDERS that the monies from time to time borrowed by the Substitute

Receiver pursuant to this Order or any further order of this Court and any and all Substitute
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Receiver’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 Substitute Receiver's Certificates.

SERVICE AND NOTICE

26. THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the
“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol (which can be found on the Commercial List

website at http://www.ontariocourts.ca/scj/practice/practice-directions/toronto/e-service-

protocol/) shall be valid and effective service. Subject to Rule 17.05 this Order shall constitute an
order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure. Subject to
Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service of

documents in accordance with the Protocol will be effective on transmission.

217. THIS COURT ORDERS that if the service or distribution of documents in accordance with
the Protocol is not practicable, the Substitute Receiver is at liberty to serve or distribute this Order,
any other materials and orders in these proceedings, any notices or other correspondence, by
forwarding true copies thereof by prepaid ordinary mail, courier, personal delivery or facsimile
transmission to the Debtors’ creditors or other interested parties at their respective addresses as
last shown on the records of the Debtors and that any such service or distribution by courier,
personal delivery or facsimile transmission shall be deemed to be received on the next business
day following the date of forwarding thereof, or if sent by ordinary mail, on the third business day

after mailing.
GENERAL
28. THIS COURT ORDERS that the Substitute Receiver may from time to time apply to this

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

29. THIS COURT ORDERS that nothing in this Order shall prevent the Substitute Receiver

from acting as a trustee in bankruptcy of the Debtors.

30. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States to give

effect to this Order and to assist the Substitute Receiver and its agents in carrying out the terms of
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this Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Substitute Receiver, as an
officer of this Court, as may be necessary or desirable to give effect to this Order or to assist the

Substitute Receiver and its agents in carrying out the terms of this Order.

31. THIS COURT ORDERS that the Substitute 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 Substitute Receiver 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.

32. 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 Substitute Receiver from the Debtors’ estate with such priority and at such time as this Court

may determine.

33. 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 Substitute 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.

34. THIS COURT ORDERS that this Order is effective from today’s date and is not required

to be entered.
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SCHEDULE "A1"

ASSETS

(1) All of Versitec Canada’s present and future accounts receivable and inventory including,
but not limited to, those particular accounts receivable corresponding to invoices issued by
Versitec Canada and/or Versitec USA as set out at Schedule “A2”;

(11) All contract rights, instruments, documents, chattel paper and general intangibles related
to any of the foregoing, including all of Versitec Canada’s rights as a seller of goods;

(ii1))  All collateral held by Versitec Canada securing any of the foregoing;

(iv)  All cash and non cash proceeds of any of the foregoing, in whatever form, including
without limitation any balances maintained in any reserve account with LCX and any returned or
repossessed goods;

(v) All books and records relating to the foregoing.



SCHEDULE "A2"

All accounts receivable of 1635536 ONTARIO INC. O/A VERSITEC MARINE &
INDUSTRIAL, VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC.
including, but not limited to, the following:

Versitec Canada
AR Summary - Mar 4, 2020 In CDN $

AC# 4822
DebtorName Balance Current 1-30 31-60 61-90 91-Up
AAT SHIPINVEST AS 7,084.47 -- == == == 7,084.47
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219155 7/19/2019 8/22/2019 10044 7,084.47 7,084.47 230
ADMIRAL CORPORATION 14,965.12 -- - - -- 14,965.12
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219124 6/21/2019 8/22/2019 10044 14,965.12 14,965.12 258
Avin International Ltd. 13,647.29 -- - - -- 13,647.29
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219167 8/14/2019 9/13/2019 10048 13,647.29 13,647.29 204
Blue Line Ship Management SA 30,896.22 -- -- -- - 30,896.22
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219138 9/16/2019 9/27/2019 10051 13,053.44 13,053.44 171

219222 10/21/2019 11/8/2019 10053 8,732.86 8,732.86 136

219223 11/1/2019 11/8/2019 10053 9,109.92 9,109.92 125
Bundesbeschaffung GMBH 30,338.88 -- -- -- - 30,338.88
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219115 6/18/2019 6/28/2019 10040 30,338.88 30,338.88 261
Dalomar Shipping S.A. 13,295.90 -- -- -- - 13,295.90
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219094 6/4/2019 6/28/2019 10040 13,295.90 13,295.90 275
Eastern Mediterranean Maritime Ltd. 28,452.89 -- -- -- - 28,452.89
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219132 6/15/2019 9/13/2019 10048 7,558.07 7,558.07 264

219137 7/8/2019 9/13/2019 10048 9,264.23 9,264.23 241

219216 10/24/2019 11/8/2019 10053 11,630.59 11,630.59 133
FRI KARMSUND AS 13,898.32 - -- -- - 13,898.32
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219101 6/10/2019 8/22/2019 10044 13,898.32 13,898.32 269
GREEN SHIPPING AS 5,439.40 -- -- -- - 5,439.40
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219126 6/25/2019 8/22/2019 10044 5,439.40 5,439.40 254
HIGLI AS 4,852.29 -- == == == 4,852.29
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219160 8/16/2019 9/13/2019 10048 4,852.29 4,852.29 202
Premuda S.p.a. 10,313.26 -- - -- -- 10,313.26
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219178 7/28/2019 8/28/2019 10045 10,313.26 10,313.26 221
Thenamari (Ship Management) Inc. 37,456.51 -- -- -- -- 37,456.51
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219162 7/30/2019 8/28/2019 10045 10,811.62 10,811.62 219

219194 10/29/2019 11/8/2019 10053 8,146.66 8,146.66 128

219204 10/1/2019 11/8/2019 10053 11,113.34 11,113.34 156

219225 10/25/2019 11/8/2019 10053 7,384.89 7,384.89 132
Transmed Shipping Co. Ltd. 14,075.21 -- -- -- - 14,075.21
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219163 10/22/2019 11/8/2019 10053 14,075.21 14,075.21 135
UAB Promar 3,111.77 -- - - -- 3,111.77
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219175 8/2/2019 8/28/2019 10045 3,111.77 3,111.77 216
WILSON SHIP MANAGEMENT AS 10,009.27 -- == == == 10,009.27
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Invoice Days

219103 7/5/2019 8/22/2019 10044 10,009.27 10,009.27 244

Grand Total AR Ac 4822 237,836.80 (0] 0 0 0 237,836.80
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Versitec USA
AR Summary - Mar In US $
AC# 4820U

DebtorName

Balance Current

ANGLO EASTERN SHIP MANAGEMENT LTD. (HONG K(  22,555.00 -- -- -- -- 22,555.00
Invoice# Invoice Da Funded Da Batch# Invoice Amou Balance Invoice Days Over Due Day:
U19048 7/7/2019 8/28/2019 10022 5,095.00 5,095.00 242 212
U19051 7/28/2019 8/28/2019 10022 8,400.00 8,400.00 221 191
U19053 7/25/2019 8/28/2019 10022 9,060.00 9,060.00 224 194
Wallem Ship Management Ltd. 53,059.67 -- - - - 53,059.67
Invoice# Invoice Da Funded Da Batch# Invoice Amou Balance Invoice Days Over Due Day:
u19027 7/25/2019 8/28/2019 10022 23,079.94 23,079.94 224 194
u19042 6/28/2019 8/8/2019 10020 4,940.38 4,940.38 251 221
U19044 7/26/2019 8/28/2019 10022 15,106.35 15,106.35 223 193
u19045 6/2/2019 8/22/2019 10021 3,938.00 3,938.00 277 247
U19049 7/19/2019 8/28/2019 10022 5,995.00 5,995.00 230 200

Grand Total AR Ac 4820U 75,614.67 0 0 0 0 75,614.67

Versitec Canada
AR Summary - Mar 4, 2020 InUS$
AC# 4821

DebtorName
CRUISE MANAGEMENT INTERNATIONAL, INC.

Invoice#
219078 4/10/2019 5/3/2019

GREAT LAKES DREDGE & DOCK, LLC

Invoice#

METEOR MANAGEMENT BULGARIA LTD
Invoice#

Wallem Ship Management Ltd.
Invoice#

Grand Total AR

Invoice Da Funded Da Batch#

Invoice Da Funded Da Batch#
219213 8/26/20199/27/2019

Invoice Da Funded Da Batch#
219073 5/21/2019 6/28/2019

Invoice Da Funded Da Batch#
219127 8/2/2019 8/28/2019
219214 9/16/20199/27/2019

Balance Current 31-60 61-90
13,945.00 -- -- - - 13,945.00
Invoice Amount Balance Invoice Days Over Due Days
10024 13,945.00 13,945.00 330 300
48,921.79 -- - -- -- 48,921.79
Invoice Amount Balance Invoice Days Over Due Days
10031 48,921.79 48,921.79 192 162
6,320.00 -- -- -- -- 6,320.00
Invoice Amount Balance Invoice Days Over Due Days
10028 6,320.00 6,320.00 289 259
25,887.00 -- -- - -- 25,887.00
Invoice Amount Balance Invoice Days Over Due Days
10029 19,532.00 19,532.00 216 186
10031 6,355.00 6,355.00 171 141
95,073.79 0 0 0 95,073.79

Ac 4822
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SCHEDULE "B"
SUBSTITUTE RECEIVER CERTIFICATE

CERTIFICATE NO.

AMOUNT §

1. THIS IS TO CERTIFY that BDO Canada Limited, the substitute receiver (the "Substitute
Receiver") of the assets, undertakings and properties of Versitec Marine USA Inc. and 1635536
Ontario Inc. o/a Versitec Marine & Industrial (the “Debtors”) acquired for, or used in relation to a
business carried on by the Debtors, 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 March, 2020 (the "Order") made in an action having Court file number CV-20-
00637427-00CL, has received as such Substitute Receiver from the holder of this certificate (the
"Lender") the principal sum of $ , being part of the total principal sum of
$ which the Substitute 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 Lender with
interest thereon calculated 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 per

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 thereon of all other certificates issued by the Substitute 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 Substitute Receiver

to indemnify itself out of such Property in respect of its remuneration and expenses.

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

the main office of the Lender at Toronto, Ontario.

5. Until all liability in respect of this certificate has been terminated, no certificates creating

charges ranking or purporting to rank in priority to this certificate shall be issued by the Substitute
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Receiver to any person other than the holder of this certificate without the prior written consent of

the holder of this certificate.

6. The charge securing this certificate shall operate so as to permit the Substitute 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 Substitute 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 , 2020.

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

Per:

Name:
Title:
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LIQUID CAPITAL EXCHANGE CORP. -and- 1635536 ONTARIO INC. O/A VERSITEC MARINE &
INDUSTRIAL et al.
Applicant Respondents

Court File No.: CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

PROCEEDING COMMENCED AT
TORONTO

ORDER
(Appointing Substitute Receiver)

TORKIN MANES LLP
Barristers & Solicitors

151 Yonge Street, Suite 1500
Toronto ON M5C 2W7

Stewart Thom (55695C)
sthom@torkinmanes.com

Tel: 416-777-5197

Fax: 1-877-689-3872

Lawyers for the Applicant, Liquid Capital Exchange Corp.

RCP-E 4C (May 1, 2016)
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Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE ) FRIDAY, THE 12TH
)

MR. JUSTICE KOEHNEN ) DAY OF FEBRUARY, 2021

BETWEEN:

(Court Seal)

LIQUID CAPITAL EXCHANGE CORP.
Applicant

-and-

1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC,,
DAVID TAYLOR, REUBEN KARY BYRD and DAVID CARPENTER
Respondents

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY ACT,

R.S.C. 1985, C. B-3, AS AMENDED AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, C. C-43, AS AMENDED

ORDER
[Substitution of Receiver and Approval of Sale Process]

THIS MOTION, made by Morgan & Partners Inc. (“MPI” or the “Receiver”), Court
appointed receiver of certain assets and undertakings of 1635536 Ontario Inc. O/A Versitec Marine
& Industrial and Versitec Marine USA Inc. (collectively, the “Debtors™), for substitution of the

Receiver and approval of a sales and marketing process in respect of the assets of the Debtor,



2-

together with related relief, was heard this day by a Judge of the Commercial List via zoom

videoconference.

ON READING the First Report of the Receiver dated February 5, 2021 (the “First Report™)
and the Preliminary Report of the Substitute Receiver dated February 9, 2021 (the “Preliminary
Report”), BDO Canada Limited (the “Substitute Receiver”), and on hearing counsel for the
Receiver, the proposed Substitute Receiver and the Applicant creditor, and on hearing the

submissions of the lawyer(s) for the parties,

1. THIS COURT ORDERS that that the time for service and filing of the moving party’s
motion record is hereby abridged and validated so that this motion is properly returnable today and

hereby dispenses with further service thereof

2. THIS COURT ORDERS that the activities of the Receiver, as set out in the First Report,
are hereby approved, save and except for the Receiver’s activities in relation to the litigation
settlements described in the First Report and any payments made by the Debtors or authorized by
the Receiver during the period of the Receiver’s appointment or in relation to the litigation

settlements.

3. THIS COURT ORDERS that the Receiver is hereby immediately discharged from any and
all active duties as Receiver of the undertakings, property and assets of the Debtor, provided
however that notwithstanding such discharge, the Receiver is required to prepare an interim
statement of receipts and disbursements for the Court, in respect of its portion of the administration
of the within receivership through February 12, 2021 (the “Receiver’s Interim R&D”), to be
delivered to the Substitute Receiver as soon as practicable, who shall file the same with the Court

as part of its future reporting to the Court; and, such discharge shall not relieve the Receiver of its
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obligation to cooperate with the Substitute Receiver, including but not limited to (a) transferring
all Property of the Debtors to the Substitute Receiver (including but not limited to all tangible and
intangible assets, real property, undertakings, books and records, and accounts, as well as
functional control of the same); and (b) providing such additional details or support in respect of
the Receiver’s Interim R&D as required or requested by the Substitute Receiver; and (¢) providing
such further assistance to the Substitute Receiver as the Substitute Receiver may reasonably
request, provided that in so acting, any out-of-pocket costs incurred by the Receiver shall be a cost

of the receivership estate.

4. THIS COURT ORDERS that the Substitute Receiver is hereby appointed in substitution
of the Receiver and the Order of Gilmore J. dated March 9, 2020 (the “Receiver Appointment
Order”) is hereby amended and replaced with the Order attached hereto as Schedule “A” (the
“Substitute Receiver Appointment Order”) to reflect such substitution provided that, and for
greater certainty, unless the Substitute Receiver expressly exercises its authority to do so, the
Substitute Receiver shall not be obligated to take control of nor operate the business of the Debtors
and will proceed to conduct the SISP (as defined in the Preliminary Report and as approved

hereby).

5. THIS COURT ORDERS AND DIRECTS, for clarity, that the priorities of approved fees
and expenses of the Receiver and Substitute Receiver under the Receiver’s Charge, shall be as

follows:

(a) The approved expenses and disbursements of the Receiver shall rank first in priority

under the Receiver’s Charge;
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(b) The approved expenses and disbursements of the Substitute Receiver shall rank

second in priority under the Receiver’s Charge; and

(©) The approved fees of the Receiver and Substitute Receiver shall rank equally and
on a parri passu basis under the Receiver’s Charge, subordinate to the expenses

and disbursements of the Receiver and Substitute Receiver as set out above.

6. THIS COURT ORDERS AND DIRECTS that the Substitute Receiver is hereby authorized
to conduct the SISP (as defined in the Preliminary Report) and to market and sell the assets of the

Debtors in accordance with same, subject to the Court’s approval of the terms of any such sale.

7. THIS COURT ORDERS that this Order is effective from today’s date and is not required

to be entered.

(Signature of judge, officer or registrar)
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Schedule “A”



LIQUID CAPITAL EXCHANGE CORP.

Applicant

1635536 ONTARIO INC. O/A VERSITEC MARINE &
INDUSTRIAL et al.
Respondents

Court File No. CV-20-00637427-00CL

259

24002.0329/25565671 _.1

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

PROCEEDING COMMENCED AT
TORONTO

ORDER

TORKIN MANES LLP
Barristers & Solicitors

151 Yonge Street, Suite 1500
Toronto ON M5C 2W7

Stewart Thom (55695C)

sthom@torkinmanes.com

Tel:  416-777-5197
Fax: 1-877-689-3872

Lawyers for the Applicant, Liquid Capital Exchange Corp.

RCP-E 4C (May 1, 2016)
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Versitec Summary
amended January 13, 2022

A/R factored Reserve (B) Total deduct Revised as of

net (Note 1) March 4, 2020
1635536 Ontario Inc Fees to Oct 10,2020
A/C 4822 Cdn$ $ 73,179.98 $ -159,892.24 $ -86,712.26 $ -66,102.00 $ -152,814.26
1635536 Ontario Inc
A/c4821USS 86,603.78 -35,283.01 51,320.77 -37,342.49 13,978.28
VMI USA
A/C 4820U 62,129.35 -155,472.90 -93,343.55 -29,536.56 -122,880.11
Total US amounts 148,733.13 -190,755.91 S -42,022.78 -66,879.05 -108,901.83
converted to CDNS 185,916.41 -238,444.89 -52,528.47 -83,598.81 -136,127.29
1.25CDN
total in CDN $ as at $  259,096.39 $ -398,337.13 $ -139,240.74 S -149,700.81 $ -288,941.55
04-Mar-20
Notes

Fees accrued from March 4, 2020 to October 10, 2020 have been removed to come down to
balance owed by LCX to Versitec as of the order dateof March 4, 2020 as shown
in LCX material

261



A/R factored by LCX
and put in Court order

Non factored A/R receipts
paid to LCX never disclosed to Court

Escrow holdback taken

as allowance for doutful accounts never disclosed to court

as at October 10, 2020

additional A/R not included

in LCX amount or Court documents
Earned Reserve transfer

Net A/Rin US $

converted to CDN

Adjusted A/R factored

Proof

Per summary
per above

difference

Additional A/R not included in LCX factored A/r

difference

Summary of Analysis

262

Cdn Corp Cdn Corp VMI USA total
Cdn$ Us$ uss
237,854 S 95,073 S 75,614 S 408,541
-221,167 -31,745 -252,912
-104,674 -22,464 -28,273 -155,411
-87,987 40,864 47,341 218
13,994 13,994
92,000 -92,000
54,858 -44,659 14,212
115,000 68,573 -55,824 127,749
27,013 109,437 S -8,483 S 127,967
S -139,240.74
127,966.73
S -11,274.01
$ 13,994

$ -25,268
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Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

LIQUID CAPITAL EXCHANGE CORP.
Applicant

-and-

1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC,,
DAVID TAYLOR, REUBEN KARY BYRD and DAVID CARPENTER
Respondents
APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY ACT,

R.S.C. 1985, C. B-3, AS AMENDED AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, C. C-43, AS AMENDED

NOTICE OF MOTION
(Judgment and Discharge of Receiver)

The Applicant, Liquid Capital Exchange Corp. (“LCX”), will make a Motion to a Judge
presiding over the Commercial List on Wednesday, November 24, 2021, at 10:00 a.m., or as soon

after that time as the Motion can be heard.

PROPOSED METHOD OF HEARING: The Motion is to be heard (choose appropriate option)

[X] By video conference.

26979222 _1.docx

264



at the following location

https://us02web.zoom.us/i/85443526936

THE MOTION IS FOR

(a)

(b)

(c)

(d)

(e)

®

26979222 _1.docx

validating service of the within motion record, dispensing with further service

thereof and declaring this motion properly returnable November 24, 2021;

approving the Fourth Report of the Receiver dated November 18, 2021, and the
activities and conduct of the Receiver as set out therein (the “Fourth Report”),

together with the Receiver’s statement of Receipts and Disbursements (“R&D”);

authorizing the Receiver to make the Final Distribution, as more particularly set out

in the Fourth Report;

authorizing the Receiver to complete the Remaining Activities, as defined in the

Fourth Report;

authorizing the Receiver to cause Versitec Canada to make an assignment in
bankruptcy and authorizing BDO Canada Ltd. to act as trustee in bankruptcy in

respect of the bankruptcy estate of Versitec Canada;

authorizing the Receiver to assign to LCX any claim, right, title and interest of the
Debtors or the Receiver (if any), against any person, in respect of or connected with
the transfer of funds out of the BOA Account and BB&T Account to Global and/or

the Creditor Payees (each as defined in the Fourth Report), on the condition that
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(2

(h)

(1)

W)

(k)

)

26979222 _1.docx

-3-
LCX account back to the Versitec or any trustee or administrator of the Versitec’s

estate in respect of any recoveries receiver in excess of the shortfall on its security;

approving the fees and disbursements of the Receiver and its counsel as set out in
the Fee Affidavits appended to the Fourth Report, together with such additional
fees and expenses of the receiver and its counsel required to complete the remaining
activities, provided that such fees do not exceed the Fee Accrual, as defined in the

Fourth Report;

discharging the Receiver upon the Receiver filing a certificate with the Court

confirming that the Receiver has completed the Remaining Activities;

granting judgment in favour of LCX against each of the Respondents, on a joint
and several basis, in the amount of $776,616.03 together with interest accruing
thereon at the rates set out in the agreements between the parties or alternatively as

prescribed under the Courts of Justice Act;

the costs of this proceeding;

Rules, 37, 27.09, 14.05(3) and 210of the Rules of Civil Procedure;

such further and other Relief as to this Honourable Court may seem just.

266



4.

THE GROUNDS FOR THE MOTION ARE

Note re Relief Sought

(a) The relief sought on this motion is brought forward by LCX on behalf of both LCX

and/or the Receiver in an effort to consolidate the record on this Motion;

(b) The relief in respect of the conclusion of the receivership sought herein (e.g.,
assignment of claims, distributions and discharge) is contemplated by each of the
Applicant and Receiver as that which is required to complete the administration of

the estate and to terminate the Receivership, obtain the discharge of the Receiver;

(©) The judgment sought against the Respondents is contemplated by the Applicant as
that required to conclude this proceeding as it pertains to any relief necessary to be

sought against the Respondents by LCX herein;

Parties

(a) LCX is an asset-based lender who extended financing in the form of accounts
receivable factoring facilities to the corporate respondents 1635536 Ontario Inc.
O/A Versitec Marine & Industrial (“Versitec Canada”) and Versitec Marine USA

Inc. (“Versitec USA”, and together with Versitec Canada, “Versitec”);

(b) Versitec Canada and Versitec USA are related companies who formerly operated

as a manufacturer and service supplier to the marine stern tube seal market;

26979222 _1.docx
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_5-
(c) The Respondents David Taylor (“Taylor”), Reuben Kary Byrd (“Byrd”) and David
Carpenter (“Carpenter”) were each former or current directors and officers of

Versitec and guarantors of the corporate indebtedness of Versitec;

LCX Factoring Agreement and Security

(d) LCX is the senior ranking secured creditor of Versitec whose indebtedness arising
from uncollected/unpaid accounts receivable factored by LCX and accrued fees and
costs owed to LCX by the terms of its agreements with Versitec in association with

same;

(e) Agreements between LCX and Versitec include the following:

(1) A Purchase and Sale Agreement (the “Factoring Agreement”) dated June
21, 2017, setting out the terms of the account receivable factoring facilities
extended by LCX to Versitec and the obligations of the parties in respect of

same;

(i1) As security for performance of Versitec’ s obligations under the Factoring

Agreement, LCX was granted the following additional security:

(A) A general security agreement (“GSA”) dated June 21, 2017,
pursuant to which LCX was grant-ed a security interest in all present
and after acquired assets of Versitec Canada, registered pursuant to
the Personal Property Security Act as Registration No. 20170616

1601 1793 7011; and

26979222 _1.docx
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(B) A GSA dated June 21, 2017, pursuant to which LCX was granted a
general security interest in all present and after acquired assets of all
present and after acquired assets of Versitec USA, registered

pursuant to the UCC as Financing Statement 20174120736;

Guarantees of the Versitec Indebtedness

ach of the Respondent parties has granted in favour o an unlimite
Each of the R d ies h d in f f LCX limited
guarantee of the combined corporate indebtedness of Versitec Canada and Versitec

USA;

(2) In the case of Byrd and Taylor, the cross corporate guarantees of the indebtedness
of Versitec are additionally supported by collateral mortgages on residential

properties located in Port Colborne and Boca Raton, Florida, respectively;

Initiation of this Application

(h) As a result of various defaults under the terms of the Factoring Agreement as well
as concerns about the financial performance of Versitec and its ability to service its
debts and fund ongoing operations, LCX issued demand for payment and Notice of
Intention to Enforce Security upon Versitec and the guarantors on November 16,

2018;

26979222 _1.docx
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Versitec, the guarantors and LCX and the guarantors entered into a Forbearance
Agreement dated April 25, 2019 the terms of which required that LCX be fully

repaid on or before December 31, 2019;

Versitec breach the terms of the Forbearance Agreement and failed to repay LCX
on or before the expiry of same, resulting in the commencement of these

proceedings;

Brief Procedural Overview of this Proceeding

(k)

)

(m)

26979222 _1.docx

Pursuant to the Order of the Honourable Justice Gilmore dated March 9, 2020
Morgan & Partners Inc. was appointed as receiver (the “Prior Receiver”) of

Versitec;

By way of an order of the Honourable Justice Koehnen of the Ontario Superior
Court of Justice (Commercial List) (the “Court”) dated February 12, 2021 (the
“Appointment Order”), BDO Canada Limited was appointed as the substitute
receiver (the “Receiver”), without security, of all the Property (as defined in the
Appointment Order) of Versitec and authorized the Receiver to conduct a sale and

investment solicitation process in respect of the assets of Versitec;

On May 4, 2021 the Court issued an Approval and Vesting Order (the “AVO”)
authorizing the Receiver to enter into an Asset Purchase Agreement and vesting in
and to the Purchaser all of Versitec’s right, title and interest in the Purchased Assets

(as defined in the APA) on closing of the subject transaction;
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(n) The sale was completed on May 31, 2021. On June 22, 2021, the Court issued an
Order (the “June 22" Order”) authorizing an interim distribution to LCX from

the proceeds of sale realized upon the sale of Versitec’s assets;

Distributions to Date

(o) The Receiver has paid creditor claims to date as follows:

(1) A $145,674.97 deemed trust claim asserted by CRA; and

(i1) The Receiver distributed the sum of USD$81,000 to LCX on June 23, 2021

in accordance with the June 22nd Order;

(p) CRA has also reassessed Versitec Canada’s H.S.T. account and levied an
assessment to reverse the input tax credits previously claimed in respect of the
unpaid accounts payable as at March 9, 2020. The amount of this priority claim is

$18,559.80 (the “HST Claim”). This amount remains unpaid;

(qQ) LCX requests that the Receiver be authorized to cause Versitec Canada to make an
assignment into bankruptcy and to act as the bankruptcy trustee for Versitec

Canada, which request the Receiver supports for the reasons that:

(1) Versitec Canada is insolvent is insolvent and has failed to — and continues

to fail to - meet its obligations as they come due:

26979222 _1.docx



(ii)

(iii)

(iv)

™)

9.
LCX would otherwise be entitled to make an application for a bankruptcy

order;

the Courts have held that using a bankruptcy to reverse the HST deemed

trust is a valid basis for the same;

Versitec Canada has no operations, employees or assets; and

a bankruptcy will not otherwise prejudice any other creditor of Versitec
Canada; and, moreover, a trustee in bankruptcy has certain investigatory

powers that may be beneficial to all creditors.

Final Distribution

(r) The June 22™ Order authorized the Receiver to make further distributions to LCX

provided that amount distributed to LCX does not exceed the balance of the

indebtedness owed to LCX by Versitec;

(s) The amount of $776,616.03 remains outstanding and owed to LCX by Versitec as

of November 11, 2021 (the “Remaining LCX Indebtedness”)

() As per the Receiver’s Interim Statement of Receipts and Disbursements for the

period February 12, 2021, to November 10, 2021, at this time the Receiver has a

total of $61,641 CAD equivalent ($1,057 CAD and $50,090 USD) in its estate trust

accounts.

26979222 _1.docx
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(u) LCX will accordingly suffer a significant shortfall on the indebtedness owed to it

by Versitec of more than $700,000;

Qutstanding Claims

(V) In the Fourth Report, the Receiver has identified a number of potential claims
against creditor, some of whom appear to be related parties or parties under the
direction and/or control of Byrd, have received payment of creditor claims or
transfers of funds to the prejudice of LCX having regard to the relative priorities

and insolvency of Versitec. Such claims include:

(1) A total of $1,127,020.91 USD was received from Versitec customers into

the BOA Account during the receivership proceedings;

(11) Numerous transactions took place in both Versitec’s Bank of America
(“BOA”) Account and the BB&T Account with Global Marine Engineering
Inc. (“Global), a company believed to be owned and operated Mr. Byrd,
Versitec’s former chief executive office. Global appears to be indebted to

the Estate in the amount of $293,122 US;

(1i1) Further payments of $170,741.59 made to three creditors of Versitec USA
(the “Creditor Payees”) which may have been made to the prejudice of

LCX;

26979222 _1.docx



(W)

(x)

(y)
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-11-
The Receiver is not funded to pursue collection of the aforementioned amounts or
any other claims against person who may have received funds out of priority or to

which they were not entitled to payment (“Outstanding Claims”);

Given the shortfall suffered by LCX, LCX appears to be the only party with an

economic interest in potentially pursuing any Outstanding Claims;

the Receiver proposes to assign and transfer to LCX, any claim, right, title and
interest of Versitec and/or the Receiver (if any), against any person, in respect of
any Outstanding Claims on the condition that LCX account back to the Versitec or
any trustee or administrator of the estate of Versitec Canada or Versitec USA in

respect of any recoveries which exceed the shortfall on its security;

Receiver request for approval of fees and conduct

(2)

(aa)

The Receiver and LCX state that the conduct and activities of the Receiver as set
out in the Fourth Report, together with the fees and disbursements of the Receiver
and its counsel described in the Fee Affidavits appended thereto (“Final Fees™), are

reasonable;

The Receiver requests that the Fourth Report, conduct and activities of the Receiver
set out therein be approved and the receiver be authorized to pay the Final Fees

(including the Fee Accrual);

LCX request for judgment against the Respondent parties

26979222 _1.docx
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(bb) LCXrequests that judgment be granted in its favour in the amount of the Remaining
LCX Indebtedness against each of the responding parties, on a joint and several

basis on account of their guarantees of the indebtedness of Versitec to LCX;
(cc)  Inthis regard, LCX states that:

(1) To date, none of the Respondents have filed materials in opposition to any
of the relief sought by any of LCX, the Prior Receiver or the Substitute

Receiver;

(11) Both JMI and BDO addressed in Reports filed with and approved by the

Court:

(A)  That the Respondents’ out-of-court objections to LCX’s calculation
of the indebtedness to LCX was considered by them and

investigated,

(B) That they had each conducted a review of the relevant
documentation and undertaken efforts to independently verify the

correct amount owing to LCX;

(C)  That they had each concluded that LCX’s calculations as to the

Versitec indebtedness were correct,

(1i1) None of the Respondents opposed or appealed any of the Orders approving
the Prior Receiver or Substituted Receiver’s reporting to the Court as to

their verification of the Versitec indebtedness, where such efforts were

26979222 _1.docx



(dd)

(ee)

(ff)

(gg)

26979222 _1.docx
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specifically undertaken for the purpose of addressing the concerns raised by

the Respondents as to the correctness of same;

(iv)  None of the Respondents objected to or opposed the Substitute Receiver’s
request for authorization to distribute funds to LCX in an amount not to

exceed the said Versitec indebtedness to LCX;

LCX states that it is entitled to judgments against the Respondents, jointly and

severally, in the amount of $776,616.03 (the “Judgments”);

There is no genuine issue for trial in respect of the Judgments;

The question of the balance of indebtedness owed to LCX by Versitec is a matter
which has been addressed by this Honourable Court previously in this proceeding
and which formed the basis of this Court’s authorization to make distribution of
funds to LCX pursuant to the June 22, 2021 Order. The June 22 Order was not
appealed or opposed by Respondent parties. LCX states that the doctrines of issue
estoppel, abuse of process, collateral attack and res judicata each apply in the

circumstances;

Furthermore, by their acknowledgements, covenants and agreements pursuant to
Forbearance Agreement, each of the Respondents (but for Carpenter, who was not
a signatory to same,) have acknowledged in writing their liability to LCX on the
Guarantees in accordance with the terms of same, which acknowledgement LCX
relied upon in granting Versitec and the guarantors of the Versitec indebtedness to

LCX forbearance from enforcement and in making subsequent advances pursuant
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to the Factoring Agreement. LCX states that the Respondents are estopped from

now disputing such liability;

(d) Such further and other grounds as the lawyers may advise.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the Motion:

(a) The Affidavit of Jonathan Brindley;

(b) The Fourth Report and the appendices thereto; and

(©) Such further and other evidence as the lawyers may advise and this Honourable

Court may permit.

November 18, 2021 TORKIN MANES LLP
Barristers & Solicitors
151 Yonge Street, Suite 1500
Toronto ON M5C 2W7

Stewart Thom (55695C)

sthom@torkinmanes.com

Tel:  416-777-5197
Lawyers for the Applicant,
Liquid Capital Exchange Corp.

TO: THE SERVICE LIST

RCP-E 37A (September 1, 2020)
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Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

LIQUID CAPITAL EXCHANGE CORP.
Applicant

and
1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC.,
DAVID TAYLOR, REUBEN KARY BYRD and DAVID CARPENTER
Respondents
APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY
ACT, R.S.C. 1985, C.B-3, AS AMENDED AND SECTION 101 OF THE COURTS OF
' JUSTICE ACT, R.S.0. 1990, C.C-43, AS AMENDED
AFFIDAVIT OF JOHN HOWARD DEANE MORGAN

[, John Howard Deane Morgan, of the City of Barrie , in the Province of Ontario,
MAKE OATH AND SAY:

1. | am the principal of Morgan & Partners Inc. (“MPI”), the former receiver in these
proceedings (the “Receiver”’). | have held a Chartered Accounting designation since
1980, and | obtained my designation as a Chartered Insolvency and Restructuring
Professional and trustee license in 1995. In 2001 | received designations as a Certified
Fraud Examiner and in Certified Business Management. | have been qualified as an
expert witness in a number of forensic accounting and insolvency related matters. A
comprehensive list of those cases is contained in Exhibit “A” to this affidavit. In each

of those cases my evidence was found to be credible and was accepted by the court.
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2. I 'am swearing this affidavit in connection with a motion brought by Liquid Capital
Exchange Corp. (“LCX"), for judgment against Reuben Byrd (“Mr. Byrd”) in respect of
his guarantee of the Respondents’ debt to LCX. | have personal knowledge of the facts
to which | depose in this affidavit by virtue of my position with MPIl. Where | do not have
personal knowledge, | indicate the source of my information and | believe all such facts

as related herein to be true.

3. In particular, | am swearing this affidavit because LCX's motion record was
brought to my attention by Mr. Byrd and it appears to me that LCX, and perhaps BDO
Dunwoody, the current Receiver, are misinterpreting a statement made by MPI in its
first report to this court dated February 5, 2021 (the “First Report”), and relying on the
statement for a purpose other than that for which it was intended. For ease of

reference, a copy of the First Report is marked as Exhibit “B” to this affidavit.

4, Specifically, LCX refers to paragraph 54 of the First Report as support for the

proposition that the Respondents are indebted to LCX on a net basis.

5. I wish to be clear that based on the information that | personally reviewed on
behalf of MPI, it appears to me that the Respondents are NOT, on a net basis, indebted
to LCX. To the contrary, on a net basis it appears to me that at the effective time of my
review, LCX was indebted to the Respondents in the approximate amount of
$41,667.46, before considering the payment made to it in the course of these
proceeding in the amount of $81,000, and assuming that it was entitled to other fees

charged and allowed by MPI in the amount of $149,701. [f these were also reversed on
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equitable grounds because Versitec was not indebted to LCX at the outset of these

proceedings, then aggregate amount owing by LCX would be in the range of $280,000.

6. There were two parts to the analysis conducted by MPI during its tenure as

Receiver in respect of the Respondents’ dealings with LCX. They were as follows.

(@)

(b)

First, MPI verified the amount of the Respondents’ outstanding
receivables factored by LCX (the “Factored Receivables Analysis”).
The passage from the MPI Report cited above speaks to the findings of
that analysis, which confirmed the amount of the receivables factored by

LCX which remained outstanding.

Second, MPI calculated the amount owing to the Respondents by LCX on

account of:

(i) the amount of the reserves withheld by LCX from the purchase

price of the factored receivables (the “Reserves”); and

(i)  the amount of the Respondents’ receivables which were not
factored by LCX, but for which LCX nonetheless received payment
from the Respondents’ customers as a result of the course of
dealings between the parties’ (the “Unfactored Receivable
Payments”), based upon the records available to the Respondents

(the “Reserve and Unfactored Receivables Analysis”).

" The invoices issued by the Respondents directed their customers to make payment to LCX'’s account in
anticipation that LCX would factor the receivable. When the Respondents subsequently submitted the list
of receivables to LCX, however, LCX would sometimes refuse to factor certain receivables. Nonetheless,
in light of the payment terms stipulated on the invoice, the customer would make payment to LCX's

account.
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7. The Reserve and Unfactored Receivables Analysis showed that LCX was
indebted to each of the Respondents in respect of both the Reserve and the Unfactored
Receivable Payments, and, moreover, that on a net basis (i.e., when the cross-
obligations of LCX and the Respondents were set off against each other), LCX was

indebted to the Respondents.

8. | first presented these results to LCX's representative, Jonathan Brindley (“Mr.
Brindley”), on or about September 22, 2020. LCX disputed the Reserve and
Unfactored Receivables Analysis, and | asked LCX (Mr. Brindley) to provide me with
LCX’s source documentation in respect of the Reserves and the Unfactored Receivable
Payments, together with the analysis relied upon by LCX in support of its position. LCX

never provided me with this information.

9. The fundamental point of disagreement relates to the application of various
penalties (or “chargebacks”) applied by LCX to the Versitec accounts. | backed-out

many of these chargebacks because they were not substantiated by my review.

(a) In some cases LCX failed to provide any justification for the penalty.

(b) In cases where LCX did tie the penalty to non-payment of a particular
receivable, | found, on review of the payment history, that LCX had, in
fact, received the funds in a timely way. The most that can be said is that
in some cases factored receivables were paid into Versitec’s account as
opposed to LCX’s account, but in all instances the funds were transferred
by Versitec to LCX within a matter of days. The transfer did not always

occur within the two day timeframe contemplated by the APS, but LCX did
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not provide me with evidence of any loss associated with these payments
and | was unable to independently identify such a loss. Moreover, LCX
did not provide me with information from which | might infer that the
charges contemplated by the APS constitute a genuine pre-estimate of

damages and not a penalty.

(c) Finally, LCX charged a penalty for alleged “fraud and conversion”. LCX
did not provide and | was unable to independently identify any basis for a

claim of fraud or conversion by Versitec.

10.  In or about February 2021, in light of a series of disagreements between MPI and
LCX, MPI brought a motion seeking its substitution, and in connection with that motion it
filed the First Report. The First Report expressly states that its purpose was “to

summarize and seek approval of limited activities of the Receiver...on consent’

(underlining added). Paragraph 54 of the First Report is specific to “the factored
accounts receivable which could be released to LCX”, and “the amounts owed to LCX".
Having regard to the purpose of the First Report, it is necessarily silent as to the amount
owed by LCX to the Respondents. That is, MPI did not report on the Reserve and
Unfactored Receivables Analysis because it remained a point of disagreement between
MP1 and LCX, and because | did not perceive the issue to be material to the relief being

sought at that time. Judgment was not being granted against the Respondents.

11.  In light of the relief that is now being sought, | have been asked to review and

revisit the Reserve and Unfactored Receivables Analysis, and to provide my findings to
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the court. 1 confirm that apart from payment for my time at my usual hourly rate, | have

no pecuniary interest in the outcome of the pending motion.

12. | have reviewed my earlier analysis and no further information has been provided

by LCX. My report detailing my methodology and findings is marked as Exhibit “C” to

this affidavit. In summary, although | picked up some mistakes made in my earlier

analysis, | remain of the view that at the time of my review, LCX was indebted to the

Respondents.

AFFIRMED remotely by John Howard
Deane Morgan at the City of
Barrie , in the Province of Ontario,
before me on this _10th day of
January 5022 in accordance with
0. Reg. 431/20 Administering Oath or
Declaration Remotely

Commissioner for Tall’fﬁg Affidavits

John Howard Deane Morgan

%WAMW
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Page 2

Yours very truly,
PALIARE ROLAND ROSENBERG ROTHSTEIN LLP

S0

* Danielle Glatt
DG:DG

Encls.

¢ Jeff Larry

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP
155 WELLINGTON STREET WEST 35TH FLOOR TORONTO ONTARIO M5V 3H1 T 416.646.4300
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MPI Summa
Revised
A/R factored Reserve (B) Total
net

1635536 Ontario Inc

A/C 4822 Cdn$S S 73,179.98 -$ 159,892.24 -$ 86,712.26
1635536 Ontario Inc

Afc4821USS 86,603.78 - 35,283.01 51,320.77
VMI USA

A/C 4820U 62,129.35 - 155,472.90 - 93,343.55
Total US amounts 148,733.13 - 190,755.91 -§ 42,022.78
converted to CDNS 185,916.41 -  238,444.89 - 52,528.48
1.25 CDN

total in CDN S as at $ 259,096.39 -S 398,337.13 -$ 139,240.74

10-Oct-20

Add BDO amount $81,000%1.25 - 101,250.00
paid to LCX '
Total owing by LCX to Versitec -$ 240,490.74
Conclusion.

1 Could not identify any misdirected or converted funds in any of the various LCX accounts
2 Could not identify any malfeasance or breach of contract as against LCX



3 As a result the guaranty appears to be without justification primarily
as a result of the non factored receipts being kept by LCX and not paid to
Versitec during the forebearnce period

4 The net amount owing above includes the fees charged by LCX which were not challenged by MPI
but were paid as a result of the adjustment to the Chargebacks as follows.

CDN$
converted @51.25/CDNS
a/c4822 CDNS$ S 66,102 § 66,102
a/c4821 USS 37,342 46,678
A/c 48200 USS 29,537 36,921
$ 149,701

5 If payment of factored Receivables were paid to Versitec by the customer first then the funds were
on average forwarded by Versitec to LCX within two weeks

Reasonable test of Reserve (B) in total

Receipts Received from non factored A/R not
remitted back to Versitec

a/c 4822 -5 221,167

less claw back a/c 4822 ) 20,000

A/c 4821 - 31,745 -S 232,912
Claw back of funds from funding by LCX A/c 4820V S 85,000

to Versitec Afc 4822 20,000 - 105,000
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as per above

Difference

Payment made by MPI to LCX

differenc e

337,912

398,337

60,425

60,000

425

60,425
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APPENDIX G
REVISED ANALYSISOF 1635536 ONTRAIO INC
US$ ACCOUNT 4821
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1635536 Ontariolnc.O/A Versitec Matine & Industrial
Analysis of Accountwith Liquid Capital

LC Account 4821
A/R Reserve (A) Reserve (B) Total
Opening balances $ 95,073.79 - -$22,464.20 -§ 37,926.75 S 34,682.84
Adjustments per LCX
chargeback 6,020.00 6,020.00
Fees to October 10, 2019 37,342.49 37,342.,49
$95,073.79 -$ 22,464.20 $ 5,435.74 S 78,045.33

Corrections per MPI

1 Adjust for Escrow holdback
( allowance for Doutful accounts
not paid) -$ 22,464.20 S 22,464.20 S -

2 Add back A/R not on Original 13,994.19 S 13,994.19
LCX list re Cruise management

3 Blue line receipt not part of
factored invoices

9,825.25 -§ 9,825.25

4 Cape Fear invoices paid
to LCx by client not factored

21,920.50 -$ 21,920.50

5 Penalty for charge backs not
warranted

2,953.00 -$ 2,953.00

6 Charge back on BNA Marine paid
by internal transfer as shown on
Factored Accounts Recivable summary

1l

6,020.00 -5 6,020.00

Final $ 86,603.78 S - -$ 35,283.01 $ 51,320.77
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Notes

1 the executive summary prepared by LCx deducts the funds received
directly from Versitecs clients to LCX from the non factored invoices.
these funds were never paid to Versitec during the Forebearance period.
the deduction was necessary in order for LCX to reconcile to the factored A/R
which was reported to the Court. The funds received and maintained in LCX
investment account was never disclosed to the Court and only increased the
Earned Reserve accountowing to Versitec by LCX

2 Total Receipts as per MPIl and LCX reconcileas well as the total invoices factored.
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Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

LIQUID CAPITAL EXCHANGE CORP.
Applicant

-and-

1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC.,
DAVID TAYLOR, REUBEN KARY BYRD and DAVID CARPENTER
Respondents

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY ACT,
R.S.C. 1985, C. B-3, AS AMENDED AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, C. C-43, AS AMENDED

REPLY MOTION RECORD
(Returnable April 27, 2022)

April 25, 2022 TORKIN MANES LLP
Barristers & Solicitors
151 Yonge Street, Suite 1500
Toronto ON M5C 2W7

Stewart Thom (55695C)

sthom@torkinmanes.com

Tel:  416-777-5197

Lawyers for the Applicant,
Liquid Capital Exchange Corp.

TO: THE SERVICE LIST
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TO:

AND TO:

AND TO:

AND TO:

SERVICE LIST
(as at April 18, 2022)

TORKIN MANES LLP
Barristers & Solicitors

151 Yonge Street, Suite 1500
Toronto, ON M5C 2W7

Stewart Thom (LSO No.: 55695C)
Tel: 416.777-5197

Fax: 1-877-689-3872

Email: sthom@torkinmanes.com

Lawyers for the Applicant,
Liquid Capital Exchange Corp.

LIQUID CAPITAL EXCHANGE CORP.
c¢/o Jonathan Brindley

Tel: (416) 727-4521

Fax: (289)201-0178

Email: jbrindley@liquidcapitalcorp.com

BDO CANADA LIMITED
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Hamilton, Ontario L8P 1H1

Attn: Peter Crawley, Vice President
Tel:  905.524.1008
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Direct: 289.678.0243

Email: pcrawley@bdo.ca

Court-Appointed Receiver

LOOPSTRA NIXON LLP
135 Queens Plate Drive, Suite 600
Toronto, ON M9W 6V7

R. Graham Phoenix (LSO No.: 52650N)
Tel: (416) 748-4776

Fax: (416) 746-8319

Email: gphoenix@]loonix.com

Sarah White (LSO No.: 82985M)
Tel:  (416) 748-5145

Fax: (416) 746-8319

Email: swhite@loonix.com

Lawyers for the Court-Appointed Receiver,
BDO Canada Limited
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AND TO: DAVID TAYLOR
518 King Street
Port Colborne ON L3K 4H6
Email: davidtaylormarine@outlook.com

AND TO: BLACKADDER LEON MARION & FAZARI LLP

Paul Leon
Email: pdleon@leonlaw.ca

Lawyers for Ra-Tech CAD Services Inc.

AND TO: ANDREW FERRI
Email: andyferri@outlook.com

Representative of Ra-Tech CAD Services Inc.
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Carlo Gualtieri

Tel: (905)732-4481 ext. 223
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Fax: (905) 732-2020

Email: cgualtieri@flettbeccario.com

Lawyers for the Proposed Purchaser

AND TO: JAMES SMITH
Email: smitty2729@gmail.com

Proposed Purchaser

AND TO: CANADA REVENUE AGENCY
c/o Department of Justice
Ontario Regional Office
120 Adelaide Street West, Suite 400
Toronto, ON M5H 1T1

Diane Winters (LSO No.: 20824V)
Tel: 647-256-7569
Fax: 416-973-0810
Email: diane.winters@justice.gc.ca

Lawyers for Canada Revenue Agency
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Email: insolvency.unit@ontario.ca

Steven Groeneveld (LSO No.: 454201)
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Leslie Crawford (Law Clerk)
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Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

LIQUID CAPITAL EXCHANGE CORP.
Applicant

-and-

1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC,,
DAVID TAYLOR, REUBEN KARY BYRD and DAVID CARPENTER
Respondents

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY ACT,
R.S.C. 1985, C. B-3, AS AMENDED AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, C. C-43, AS AMENDED
AFFIDAVIT

I, Jonathan Brindley, of the City of Mississauga, in the Regional Municipality of Peel,

MAKE OATH AND SAY:

1. I am the principal of Liquid Capital Exchange Corp., the Applicant in this proceeding, and,

as such, have knowledge of the matters contained in this Affidavit.

2. Capitalized terms herein have the same meaning as contained in my prior Affidavit of
November 18, 2021, filed in support of a motion for judgment against Mr. Byrd, together with the

other Respondents in this Application.

JB Reply April 25 2022 EXECTION signed JB.docx
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Material Context re Byrd Objections to Judgment on his Personal Guarantee of the
Indebtedness of Versitec to LCX

3. As discussed in my prior Affidavit, on April 25, 2019 LCX, Versitec and the guarantors of
the Versitec indebtedness to LCX entered into a Forbearance Agreement (the “Forbearance
Agreement”) pursuant to which LCX agreed to forbear from enforcement of its security and upon
the personal guarantees of the Versitec indebtedness to LCX in order to allow Versitec a period of
time to obtain replacement financing in an amount sufficient to fully repay all amounts owed to
LCX. The principal reason for requiring that Versitec obtain replacement financing and execute
the Forbearance Agreement was that LCX had become aware of several instances where Versitec
had collected accounts receivable purchased by LCX from customers without having remitted the
funds received by Versitec to LCX, as well as communications between Versitec and its customers
seeking to redirect payments from customers who had previously been directed to remit payments

directly to LCX, back to Versitec.

4. At the time of these incidents, and throughout the material timeframe, Versitec was
principally under the direction and control of Mr. Byrd. Mr. Taylor, the founder of Versitec, was
effectively an absentee director throughout the material timeframe leading up to the Forbearance
Agreement and this Application, at that time residing overseas in Southeast Asia, to my

understanding based upon the information provided to me by Versitec.

5. During the negotiation of the Forbearance Agreement, Versitec requested that LCX agree
to extend Versitec accounts receivable financing up to $600,000 to fund the cashflow necessary for

the company’s operations over the Forbearance Period, which ended on December 31, 2019 at
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which time it was required pursuant to the terms of the Forbearance Agreement that LCX be repaid

in full any and all amounts outstanding and owed to it.

6. LCX agreed to extend factoring financing in the requested amount on the condition that
additional security be provided in the form of collateral mortgages be registered against title to the
residential properties of Mr. Byrd and Mr. Taylor, in the amount of $300,000 each (in Mr., Byrd’s
case, $300,000 USD). Mr. Byrd and Mr. Taylor agreed to grant the said mortgages as additional
security for Versitec’s indebtedness to LCX and in support of their guarantees of same and LCX

agreed, on that basis, to make the requested financing available.

7. The indebtedness which is the subject matter of this Application and motion seeking
judgment relates almost entirely to advances made by LCX to Versitec over the course of the
forbearance period, during which time Versitec accessed and obtained advances from LCX in an
amount approaching the maximum availability, but appears to have made no efforts towards
obtaining replacement financing prior to the expiry of the forbearance period in December of

2019.

8. At the hearing of LCX’s motion seeking the Appointment of the Receiver on March 9,
2020, counsel for Versitec did not dispute Versitec’s indebtedness to LCX, but took the position
that it was believed by Versitec that the correct calculation of the indebtedness was between
$285,000 and $400,000 USD, which position is recorded in the Endorsement of Justice Gilmore

issued on that date'. Despite being afforded the opportunity to do so, Versitec declined to file any

! Justice Gilmore’s Order and Endorsement of March 9, 2020 are attached to my prior affidavit as Exhibit P
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Responding materials in support of its position in this regard or seek to vacate the Receiver’s

appointment.

9. Similarly, neither Versitec nor any guarantors but Mr. Byrd contested or opposed LCX’s
calculation of the indebtedness of Versitec on or in advance of (or since) LCX’s motion seeking
judgment against the Respondents on account of the Versitec indebtedness and/or their guarantees
of same. Judgments have been issued against all parties to this proceeding, but for Mr. Byrd, in an
amount corresponding to LCX’s calculation of the indebtedness as of the date upon which
judgment was sought against them. LCX’s calculation of the indebtedness and the supporting
documentation were reviewed and confirmed by the Substitute Receiver, BDO Canada Limited, as
indicated the Substitute Receiver’s Third Report to Court dated June 16, 2021 (the “Third
Report”). Review of the amounts owed to LCX was performed by the Substitute Receiver in
connection with its recommendation the Substitute Receiver be authorized to release funds to LCX
in an amount up to but not exceeding the debt owed by Versitec to LCX, defined in the Report as
the “Indebtedness” and stated in the Third Report as being equal to $764,695.04 as at May 27,
20212,

Attached hereto and marked as Exhibit “A” are true copies of the judgments

issued against the Respondents by Order of the Honorable Justice Penny
dated November 24, 2021

2 The Third Report is attached to my prior affidavit as Exhibit S
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10.  As referenced previously, the Third Report was approved by the Order of the Honourable
Justice Gilmore dated June 22, 2021 and distribution to LCX of any funds available up to the

amount of the indebtedness was approved by the Court’.

11.  Mr. Byrd, acting principal of Versitec, did not oppose or object to judgment being issued
against the corporation, oppose or object to the correctness of the calculation of the LCX
indebtedness or conclusions set out in the Third Report, nor did he oppose or object to the release
of funds in the Receivership to LCX on account of the said indebtedness. Mr. Byrd, the sole
objecting party to this proceeding, has raised his objection only in his personal capacity and only
as it relates to enforcement upon his personal guarantees of the indebtedness owed by Versitec to
LCX. For clarity, Mr. Byrd has not disputed the validity or enforceability of his guarantee on its
stated terms, but only on the basis of the assertion now made by him that no funds are owed by

Versitec to LCX.

12. Throughout the course of the two-year long receivership of Versitec, which saw the sale of
all known assets and undertakings of Versitec and distribution of any available proceeds from
same to LCX, Mr. Byrd did not, either on his own behalf or on behalf of the company, take the
position that Versitec was not indebted to LCX. This position was first articulated by Mr. Byrd at
the hearing date on November 24, 2021, the date upon which LCX sought judgment against him

personally on account of his guarantee.

13. LCX very much doubts that Mr. Byrd has any genuine belief that his is not liable to LCX,

or that the indebtedness owed by Versitec has been grossly miscalculated. Rather, LCX is of the

3 Justice Gilmore’s Order and Endorsement of June 22, 2021 in this regard are attached to my prior affidavit as Exhibit
U
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view that Mr. Byrd’s opposition is intended to frustrate and delay LCX in its enforcement against
him, only. By the time this motion for judgment is heard, LCX will have already sought recourse
to the collateral security granted in favour of LCX over Mr. Taylor’s residence and will likely have

recovered against all known assets of the companies and other guarantors.

Byrd Allegations re Collection of Non-Factored Receivables / LCX’ Refusal to Provide
Information

14. At paragraph 2 of Mr. Byrd’s Affidavit he states “I have, on numerous occasions, asked
LCX to provide an accounting of the amounts withheld by it from the purchase price of the
respondents receivables factored by LCX, as well as payments received by LCX from the
Respondents’ customers in respect of receivables factored by LCX. LCX has never provided me

with that accounting...”.

15.  Mr. Byrd’s comments as set out above are untrue. Throughout the forbearance period,
LCX and Versitec held regular meetings to review the balances owing to LCX, collections and
current factored AR. These meeting were held generally every 2-3 weeks. Myself and Pia
Bannister (account manager) were the regular attendees with Florian Meyers (consultant)
attending occasionally on the part of LCX. Mr. Byrd attended all or nearly all of these meetings,
with Brian Gunning (Versitec’s accountant), Lance Lockett and Ed Pavey also sometimes
attending together with him on behalf of Versitec Requests for information from LCX in relation
to the operation of Versitec’s factoring facility, amounts collected, and reserve funds, were
regularly made by Versitec and when such requests were made the requested information was, to

the best of my knowledge and recollection, promptly provided. I provide here a sample of such
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communications, which is not intended to be complete record of all such communications

exchanged.
Attached hereto and marked as Exhibit “B” are true copies of
communications between LCX and Versitec respecting the above referenced
meeting and requests for information

16. Similarly, while it is true that LCX from time to time received payment from customers of

Versitec on account of accounts receivable which had not been factored by LCX during the
forbearance period, in each case Mr. Byrd was notified of this fact and in each case Mr. Byrd
authorized LCX to apply the corresponding funds either to increase cash reserves held by LCX or
as a reduction of the indebtedness owed by Versitec to LCX on account of unrelated invoices.
However, at no point did Mr. Byrd ever indicate to LCX that LCX’s collection of such
“non-factored receivables” had harmed or was compromising Versitec’s ordinary business
operations. Since the appointment of MPI as Receiver March 2020, LCX has not received any
payments on account of either factored or non-factored receivables directly from Versitec

customers.

John Morgan Report/Conclusions

17. LCX stands by its calculation of the indebtedness owed to it by Versitec and states that all
funds shown as having been advanced to Versitec on LCX accounting records were in fact
advanced, no funds were collected or received which are not accounted for in such records and no

charges or fees not authorized by the agreements between the parties were charged to Versitec.
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18.  LCX struggles to understand Mr. Morgan’s Report and how he could possibly have believe
the conclusions stated therein are accurate. Particularly so when regard is had to Mr. Morgan’s
history in this proceeding, his previous agreement with LCX’s calculations and his reporting to the
court respecting same, as well as his consent to an order being issued authorizing the release of
funds to LCX in an amount up to the LCX-calculated indebtedness. It is difficult to reconcile Mr.
Morgan’s denial of any indebtedness owed by Versitec to LCX with MPI’s own reporting to this
Court and with the position taken by MPI in relation to, and implications of, the Orders sought and

obtained to date in this proceeding.

19. Mr. Morgan’s history in this matter is problematic and requires consideration in the context
of the current stage of this proceeding. LCX has previously communicated to MPI its concerns
respecting what it believes to have been significant improprieties on the part of Mr. Morgan/MPI
in relation the administration of the receivership of Versitec and resulting prejudice to LCX.
LCX’s concerns in this regard ultimately led to a motion being brought by MPI, at LCX’s request,
seeking to substitute MPI as Receiver of Versitec and appoint BDO Canada Limited in
replacement (the “Substitution Motion™). In addition to the initial concerns raised by LCX and
which led to the Substitution Motion, further concerns have come to light following the

appointment of the Substitute Receiver.

20. LCX has specifically advised Mr. Morgan/MPI that it believes them to be liable for
damages to LCX in the event of any shortfall in recovery of the indebtedness owing to LCX.
LCXs allegations of liability arise from series of events whereby through the actions, omissions,

gross negligence, and/or willful misconduct on the part of Mr. Morgan/MPI during the course of
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their administration of the receivership which are believed by LCX have reduced recovery by LCX

from the assets of Versitec in an amount which exceeds $500,000, at minimum.

21.  LCXhas advised Mr. Morgan than it intends to pursue its claims against Mr. Morgan/MPI
should any shortfall remain after collection from the guarantors and realization upon the related
security have been pursued. Mr. Morgan, as such, has a personal interest in the outcome of this
proceeding and his evidence against the existence of any obligations owed to LCX by Versitec is
self-serving evidence of the highest order. Given realizations to this point, it is a near certainty that
a shortfall on the indebtedness will result and that LCX will be required to pursue Mr.
Morgan/MPI to recover same. It is within this context that MPI has now, in contradiction of its
own prior statements and conduct while acting as Court officer, generated a new report which
seeks to refute the existence of the very debt for which LCX intends to hold MPI/Mr. Morgan

accountable.

Early issues with MPI/Morgan

22. In or around August 2020, I was contacted by David Taylor, who advised me that in
discussions he had with Mr. Morgan concerning the Versitec receivership, that Mr. Morgan had
expressed a concern that it appeared to him that Versitec may not be indebted to LCX at all, or that

LCX may in fact owe money to Versitec.

23. I communicated the above to LCX’s counsel, Torkin Manes, and asked that they follow up
with Mr. Morgan’s then-counsel, Laishley Reid LLP, in order to determine what had actually
taken place. Mr. Morgan had to that date never made any inquiry of LCX respecting LCX’s

accounting and/or calculation of the amounts claimed by LCX as owing to it, and had never sought
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clarification on any matters relating to same which were of concern. Furthermore, and as
discussed previously, Versitec itself had already acknowledged to the Court at the initial hearing
date on March 9, 2020, that it was indeed indebted to LCX in the amount of at least $200,000
USD. Versitec had never, not at that point or at any point afterwards, taken the position that it was

not indebted to LCX.

24. Mr. Morgan’s then-counsel, Calvin Ho of Laishley Reid LLP, undertook to follow up with
his client. Much to our surprise, it was subsequently confirmed that Mr. Morgan had indeed
formed the opinions reported by Mr. Taylor and had as well been communicating his conclusions

in this regard to Versitec personnel, including the guarantors of the indebtedness owed to LCX.

25. The circumstances were baffling to LCX. Not only was it unclear as to how Mr. Morgan
could ever have drawn these conclusions, but it was also unclear as to why he would have even
undertaken such an analysis at this stage of the proceeding. As of that time, the debtor itself had
acknowledged a secured debt owed to LCX, no sale process had been initiated and MPI had not
taken any known steps towards establishing a plan to monetize the assets of Versitec or be in a
position to make any distribution to the creditors of Versitec on account of any pre-receivership

liabilities.

Reconciliation of amount owed to LCX with MPI

26. Neither myself, nor LCX’s counsel could understand this turn of events, either in terms of
what had precipitated them, in terms of how Mr. Morgan could possibly have drawn his

conclusions or in terms of what could possibly have motivated Mr. Morgan to broadcast his

JB Reply April 25 2022 EXECTION signed JB.docx

314



18

-11-
conclusions to parties with a direct interest in the outcome of these proceedings without addressing

any concerns or confusion first with LCX, and attempting to reconcile the discrepancy.

27. It was immediately proposed by LCX’s counsel that Mr. Morgan and myself connect with
each other to review LCX’s accounting and try to reconcile any misunderstandings or points of
confusion that may have caused these. It was my immediate assumption, given the scope of
disagreement in numbers, that Mr. Morgan’s calculations were likely premised on a fundamental

misunderstanding of the operation of the factoring facility.

28. Mr. Morgan provided his analysis of the amounts owed to counsel for LCX on September
15,2020. Inresponse, I prepared and provided to Mr. Morgan detail as to how LCX had arrived at
its numbers on October 19, 2020. Over the period from September 15, 2020 to December 4, 2020,
Mr. Morgan and I had a number of meetings/calls for the purpose of reviewing the relevant
information/accounting, resolving any discrepancies or confusions and reconciling LCX’s

calculation of the Versitec indebtedness.

29. On December 4, 2020, I had a final telephone call with Mr. Morgan during which I
addressed with him the few questions which remained to be resolved regarding these issues. At
the end of that call, Mr. Morgan confirmed with me orally that he was in agreement with LCX’s
calculation of the indebtedness owed to it by Versitec (for the purposes of that conversation, Mr.
Morgan and I were working from accounting documents and records with a currency date of

October 19, 2020, which had been sent by me to Mr. Morgan previously) .
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30. Following my phone call with Mr. Morgan, 11:54 AM, I left a voice mail message with
legal counsel for LCX to advise of the outcome of my discussions with Mr. Morgan. The

transcribed voice mail message left by me at that time is as follows:

Hi Stewart, Jonathan, here. Hope you are doing well... Friday. Just to let you
know that I did speak with John this morning and I think we are finally got to end of
job on this reconciliation. He has seen the light and agrees with our numbers.
Shock of shocks. Anyway, apparently he was to supposed to have contacted Calvin
and I said “are you going to... I want to put this in writing”. So, apparently Calvin
is supposed to be reaching out to you. I’ll send you a quick e-mail as well. I just
want to make sure that we document this properly because I have a sneaking
suspicion that this is going to come back to haunt us, all this nonsense that’s
happened.

Okay, just wanted to chat with you as well about where we are at Versitec and all
this kind of stuff. So, when you get a moment maybe today or set up something for
Monday.

Thanks.

31. My voice mail was followed up with an email which I sent to Mr. Thom at 2:01 PM,
December 4, 2020, whereby I again confirmed that I had spoken with Mr. Morgan that morning,
that the issues with respect to the calculation of the LCX indebtedness had been resolved and that
Mr. Morgan had confirmed with me that he was now in agreement with LCX’s calculation of the

indebtedness as being $650,380.15 as at October 19, 2020.

Early concerns respecting payments made to creditors out of priority

32. At around the same time, in addition to frustration with MPI relating to its conduct and

miscalculations as set out above, LCX came to additionally have concerns with respect to dealings
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with the assets and property of Versitec which MPI had participated in or permitted and which

LCX believed to be inappropriate.

33.  In September of 2020, at or around the same time that the efforts were underway to correct

Mr. Morgan’s misunderstanding as to the amounts owed to LCX by Versitec, LCX become aware

of further circumstances of concern:

(a)

(b)

Mr. Morgan appears to have approved settlement of litigation having Court File
File No CV-19-00058937-0000 (the “Swindells Claim”) being a Statement of
Claim issued by David Swindells against Versitec seeking damages for, inter alia,
wrongful dismissal. Notwithstanding that Mr. Swindells’ claim was a claim for
unsecured damages relating to the termination of his employment during the year
prior to the Receivership of Versitec, which action was stayed as a result of the
Appointment Order issued on March 9, 2020, Mr. Morgan nonetheless approved
the settlement of the Swindells Claim in the amount of $6,000 plus HST, and the
release of funds to Mr. Swindells on account of same. Mr. Bryd, a co-defendant to
the action, was not required to contribute any funds in connection with the

settlement;

Attached hereto and marked as Exhibit “C” is a true copy of the Swindell’s
Settlement Documentation;

Mr. Morgan appears to have approved settlement of litigation having Court File
File No CV-19-00058936-0000 (the “Carpenter Claim”) being a Statement of

Claim issued by David Carpenter against Versitec seeking damages for, inter alia,
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wrongful dismissal. Notwithstanding that Mr. Carpenter’s claim was a claim for
unsecured damages relating to the termination of his employment during the year
prior to the Receivership of Versitec, which action was stayed as a result of the
Appointment Order issued on March 9, 2020, Mr. Morgan nonetheless approved
the settlement of the Carpenter Claim by Versitec of funds in the amount of
$37,000, and authorized the release of funds to Mr. Carpenter on account of same.
Not only was Mr. Carpenter an unsecured creditor of Versitec with no
post-Appointment Order liabilities owed to him and no continuing employment
relationship with Versitec, but Mr. Carpenter is also a Respondent in the within
Application and guarantor of the indebtedness of Versitec. LCX has, subsequent to
the release of funds to Mr. Carpenter, obtained judgment against Mr. Carpenter.
Mr. Bryd, a co-defendant to the action, was not required to contribute any funds in

connection with the settlement;

Attached hereto and marked as Exhibit “D” is a true copy of the Carpenter
Settlement

(©) Mr. Morgan entered into a Settlement Agreement and Release with Conneaut
Creek Ship Repair Inc. (“CCSR”) in resolution of a lawsuit filed against Versitec
in the Southern District of New York and agreed to the settlement of claims relating
to, to the understanding of LCX based upon information provided by MPI’s legal
counsel, unpaid invoices for services provided to Versitec. Pursuant to the
settlement with CCSR, funds equal to the settlement amount of $70,000 USD have

been paid to CCSR, an unsecured creditor of Versitec. Versitec had no known
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assets of value in the jurisdiction in which the lawsuit was issued, and there does
not appear to have been any risk of harm to the interests of creditors of Versitec
generally which the settlement had been intended to avoid. Counsel for LCX
inquired as to whether CCSR was a critical supplier or whether there was any
business justification for the settlement of the CCSR claim and payment of the
settlement amount to CCSR but was advised by counsel for MPI that since the date

of settlement, Versitec had done no further business of any kind with CCSR.

Attached hereto and marked as Exhibit “E” is a true copy of the Conneaut
Settlement Documentation

34.  Asa further overarching concern with MPI, the Receivership seemed to be going nowhere.
MPI had not filed any Reports with the Court to that date, had not sought any approval of its
activities in connection with the administration of the Receivership and had taken no steps towards
the initiation of any sale process respecting the assets of the company. LCX’s counsel had
repeatedly brought up with MPI or its counsel the need to commence a sale process intended to
monetize the assets of Versitec and expressed concern about the proceeding dragging on for a such
a lengthy period of time without any such steps having been taken. When I inquired of Mr.
Morgan directly on this issue in or around the summer of 2020, Mr. Morgan advised me that court
dates could only be obtained for emergency matters, due to the COVID-19 pandemic, which my
counsel advises was not the case, as Court proceedings and motions by way of video conference
were being regularly used by this time and that no special urgency was required. Mr. Morgan

seemed reluctant to initiate a sale process for the company for reasons not understood by me and
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there were concerns at LCX that there was no strategy or plan for the conclusion of the

Receivership or realization upon the assets of Versitec at all.

Substitution of MPI and LCX/MPI Agreement

35.  Asaresult of growing concerns about the administration of the Versitec Receiver and lack
of confidence in MPI, LCX communicated to MPI through counsel that it wished to substitute
BDO Canada Limited in as Receiver for the balance of the administration of the receivership of
Versitec. LCX also communicated to MPI its belief that MPI was liable to Versitec for actions
undertaken or permitted by MPI which resulted in dissipation of the secured collateral and

prejudice to LCX.

36. A hearing date was booked for February 12, 2021 for the hearing of a motion to be brought
by MPI seeking an order substituting BDO as Receiver of Versitec. In advance of the Substitution
Motion, additional discussions took place between LCX, MPI and their respective counsel
concerning how these parties intended to account for the issue of fees incurred by MPI in
connection with the receivership and issues relating to the approval of any such fees or of MPI’s
conduct. Each of these issues were problematic for LCX, who advised MPI of its intention to seek

damages from MPI/Mr. Morgan in the event that it were to suffer a shortfall on its recovery.

37. In particular, LCX requested that MPI agree that it would not seek approval or collection of
any further fees in connection with the Versitec Receivership beyond those which it had already
collected and paid itself (approximately $27,000). These discussions contemplated that any
appropriate WIP of MPI could be applied as a set off against any shortfall on recovery suffered by

LCX attributable to culpable actions or omissions on the part of MPI/Mr. Morgan. LCX further
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requested that MPI seek only limited approval of its conduct and that LCX’s right to seek recourse

against Mr. Morgan / MPI be preserved.

38.  MPI agreed to the foregoing arrangements with respect to fees and approval of its conduct
and LCX agreed that it would not pursue proceedings against Mr. Morgan until realization upon

the assets of Versitec, collateral security and guarantees had been attempted.

39. As a result of the foregoing arrangements, a potentially embarrassing exploration as to the
full reasons for MPI’s substitution in the materials filed on the Substitution Motion was
unnecessary. It was hoped by LCX, in fact, that the need for such dispute as between LCX and
MPI could be avoided entirely. Despite lingering frustration with MPI’s conduct, at the time of the
Substitution Motion LCX and MPI were working cooperatively with the common intention of
deferring these issues to allow the focus to remain on monetizing the assets of Versitec and seeking

recovery on the guarantees and security granted therefor.

40. As a result of, inter alia, the foregoing circumstances and discussions with respect to the
substitution of BDO as receiver in replacement of MPI, the following represent the overarching
considerations as to the approach to the substitution of the Receiver, the related motion and

handling of the potential liabilities of MPI to LCX:

(a) Mr. Morgan agreed that it was appropriate that he acknowledge in his First (and
only) Report to the Court on the Substitution Motion that he had reviewed the
accounting records of LCX with respect to the factoring facility and satisfied
himself that LCX’s calculation of the indebtedness of Versitec to LCX was

accurate. LCX suggested to MPI that it would appropriate for this to be included in
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MPTI’s Report as (i) the review had indeed been performed by Mr. Morgan and this
was the conclusion that he had indicated to LCX he had reached at the end of it (ii)
he had previously communicated different information to persons with a direct
interest in these proceedings and (iii) it was assumed that in the absence of any
clarification guarantors would likely raise Mr. Morgan’s earlier comments in
defence of any claims on their guarantees. It is for these reasons that LCX
understands Mr. Morgan to have included in his First Report to Court dated

February 5, 2021, the following comments:

54. Due to a) the necessity to perform a review of accounts receivable in
order to determine and identify those factored accounts receivable which
could be released to LCX; and b) inquiries made by management and
principals of LCX as to independent verification of the amounts owed to
LCX, the Receiver has undertaken a thorough review and analysis of the
factored accounts receivable and of the amounts outstanding and owed to
LCX. The Receiver has reviewed documentation provided by LCX in
support of its calculation that Versitec is indebted to LCX, as of October 19,
2020, in the amount of $650,380.16. On the basis of its review, the Receiver
is satisfied with LCX's calculation®.

(b) MPI agreed that it would not seek approval of its fees in excess of the approximate
amount of $27,000 which funds MPI had already transferred to itself, and that MPI
would waive and not seek approval of the balance of its accrued WIP, which
amounts would be available to be applied as a set off of against any liability of MPI

to LCX should LCX suffer a shortfall;

4 The First Report of the Receiver MPI dated February 5, 2021 is attached to my prior Affidavit as Exhibit Q
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(c) LCX and MPI would agree to toll limitations on any claim by LCX against MPI in
order to allow LCX to make reasonable efforts to recover the indebtedness through
realization upon of assets of Versitec and enforcement of the guarantees and

collateral security.

41. The mutual understanding between the parties was agreed upon between counsel for LCX
and MPI, together with its counsel. On the understanding that a more formalized agreement would
be drawn up, this mutual understanding was as set out in an email exchange between Mr. Morgan,
counsel for MPI and counsel for LCX sent on February 11, 2021, the day before the Substitution

Motion, which reads as follows:

The Receiver, Morgan and Partners Inc. (“MPI”) and the senior secured creditor, Liquid Capital
Exchange Corp. (“LCX”) have agreed as follows and consent to the below:

¢ Notwithstanding the approval of any conduct or activities of the Receiver, it is understood,
consented to and agreed that such approval is not intended to, nor understood to, and will not
preclude LCX from taking any action or requesting any relief in connection with any objection
LCX may have as to the appropriateness of:

0 Any of the Receiver’s activities not specifically set out in the First Report;

0 Any payments made by the Debtors, authorized by the Receiver or made by the Receiver in
connection with, or during the period of, MPI’s appointment as Receiver of the Debtors,
regardless of whether these were incurred in relation to approved activities or activities
which have not been approved by the Court;

o Any fees or expenses claimed by MPI as being recoverable by MPI pursuant to the
Receiver’s Charge regardless of whether these were incurred in connection with approved
activities or in connection with activities which have not been approved by the Court;

e Ifany (a) fees or expenses incurred by MPI or (b) payments as above, are determined by agreement
between LCX and MPI, or by a determination of the Court, to be without legal justification or
otherwise inappropriate (“Impugned Amounts”):

o the fees and expenses of MPI otherwise recoverable pursuant to the Receiver’s Charge
shall be reduced in an amount corresponding to the Impugned Amounts; and

o in the event the forgoing does not rectify any loss that LCX suffered as a result of the
activities leading to the Impugned Amount, LCX may seek any other legal recourse against
MPI as appropriate to recover any corresponding loss to LCX in the maximum amount of
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the determined or agreed upon Impugned Amounts, less any reduction to approved fees of

MPI applied to offset same.

e None of the foregoing shall be interpreted as an admission of liability of the part of MPI or an
admission that any fees or payments as above were made inappropriately or without legal
justification. MPI reserves it’s rights to defend such allegations on the merits, but shall not assert
any defence of res judicata, abuse of process or collateral attack in such case.

Attached hereto and marked as Exhibit “F” is a true copy of and email exchange
between Mr. Morgan, counsel for MPI and counsel for LCX dated February 11, 2021

42.  Counsel for LCX and counsel for MPI subsequently prepared an additional agreement
respecting terms agreed to between them in relation to the foregoing matters. The agreement

between MPI ad LCX was executed by both MPI and LCX on June 15, 2021 the “LCX/MPI

Agreement”).

43. The LCX/MPI Agreement executed by Mr. Morgan on behalf of MPI includes the

following:

(b) 163556 Ontario Inc. o/a Versitec Marine & Industrial and Versitec Marine USA Inc.
(together, “Versitec”), Respondents in the Application, are indebted to LCX in the amount
of $764,695.04 as of May 27, 2021, together with such interest fees and other charges or
amounts payable as may accrue from May 27, 2021 onward and are payable by Versitec
pursuant to the terms of the agreements between LCX and Versitec (the “Indebtedness”);

(2) LCX is the senior ranking general secured creditor of Versitec subject only to:
(1) Statutorily conferred priorities/rights;

(i1) Such amounts as are owed to MPI and secured by a charge in favour of the
Receiver as set out by the terms of the Appointment Order and/or the Substitution
Order as security for the fees and disbursements of MPI incurred while acting in its
capacity as Receiver of Versitec or in relation to the Application (the “Receiver’s
Charge”);
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() LCX has advised MPI that it is of the view that MPI is liable to LCX for damages in
relation to, without limitation, acts or omissions of MPI as Receiver of Versitec, including,
without limitation, payments improperly made or authorized by MPI, which negatively
impacted or reduced the quantum of funds available for distribution to LCX following
realization upon the assets of Versitec (all such claimed liabilities being, the “Claims”);

(k) MPI agrees and undertakes that, at the request of LCX, MPI will provide reasonable
cooperation of an administrative nature to LCX as reasonably required for the prosecution

of the Guarantor Proceedings or and claims for damages which LCX may hereafter
commence or continue against Versitec or as an assignee of any claims of Versitec;

2.(j) MPI consents and agrees to the distribution any and all remaining funds available for
distribution to LCX as determined by the Substitute Receiver and as set out in the Third Report of
the Substitute Receiver dated June 15, 2021 filed in the Application.

Attached hereto and marked as Exhibit “G” are true copies of
communications respecting the negotiation and execution of the LCX/MPI
Agreement

Attached hereto as Exhibit “H” is a true copy of the fully executed LCX/MPI
Agreement

44. On January 24, 2022, following delivery of Mr. Morgan’s expert report in this matter
wherein Mr. disputes any indebtedness owed by Versitec to LCX, counsel for LCX communicated
with counsel for MPI seeking written confirmation as to Mr. Morgan’s belief as to whether the
LCX/MPI Agreement was effective and binding upon the parties thereto. Counsel for MPI advised
counsel for LCX that Mr. Morgan is of the view that the LCX/MPI Agreement is not effective or

binding.

Post Substitution Concerns re MPI

45.  Immediately following the appointment of BDO as Substitute Receiver, BDO made the

determination that it could not operate the business of Versitec and that a sale process was required
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to be immediately implemented for the reason that the company was without insurance and
replacement insurance could not be obtained. Put otherwise, Versitec’s insurance had been
permitted to lapse. From March 2020 to the Substitution Motion on February 12, 2021, Versitec
has been operated by MPI without insurance of any kind. Mr. Morgan had authorized the transfer
of funds applied in payment of insurance premiums owed by an unrelated company which LCX
understands to be owned and controlled by Mr. Byrd. Such payments served no business purpose

of Versitec at all.

46. BDO also immediately reported to LCX that Mr. Morgan had never had control over
Veritec’s US-domiciled Bank of America account, contrary to his representations otherwise.
MPI had obtained access these accounts, but Mr. Byrd retained control and appears to have been
largely unchecked in his ability to transfer sums out of those accounts for questionable purposes.
Mr. Morgan relinquished his access fully to Mr. Byrd on the eve of BDO’s appointment as
Substitute Receiver. My understanding is that BDO contacted Mr. Morgan to facilitate transfer of
his authority in respect of these accounts, following its appointment, and that Mr. Morgan advised
at that time that he was no longer had authority and that this request would need to be made of Mr.

Byrd.

47. Mr. Byrd refused to cooperate with the Substitute Receiver in this regard, and proceedings
were required to be brought in the US to obtain a Court Order recognizing the Canadian
Receivership Order before any information relating to these accounts was able to be obtained. Mr.
Byrd filed an opposition to the Substitute Receiver’s request for a recognition order but did not file

any materials in support of the opposition, resulting in its dismissal.
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48.  The Substitute Receiver addressed its findings following a review of the Versitec USA

Bank accounts at section 2.5 in the Fourth Report to Court of the Substitute Receiver, dated

November 18, 2021, as follows:

2.5 Review of Versitec USA Bank Transactions

2.5.1

2.5.2

253

254

2.5.5

256

2.5.7

258

The Receiver has reviewed the bank statements of the BOA Account and the BB&T
Account for the period March 9, 2020 to April 30, 2021.

The BB&T Account appears to have been opened on or about April 3, 2020 and used until
February 19, 2021. The Prior Receiver has stated that the BB&T Account was “solely
controlled by the (Prior) Receiver.”

The BOA Account was in use prior to March 9, 2020 and appeared to be used until April
30, 2021.

Global Marine Engineering Inc. (“Global™) is a company believed to be owned and
operated Mr. Byrd, Versitec’ s former chief executive officer.

Mr. Byrd had entered into a management consulting agreement with the Prior Receiver in
his personal capacity but issued invoices for his services through Global.

The Receiver has prepared a detailed analysis of the banking activity between Versitec
USA and Global during the period of these receivership proceedings. A summary of this
analysis is attached hereto as Appendix “I””. The Receiver has found that:

= Atotal of $1,127,020.91 USD was received from Versitec customers into the BOA
Account during the receivership proceedings;

= Numerous transactions took place in both the BOA Account and the BB&T
Account with Global. Transfers of funds were being made to and from Global on a
regular basis; and

* Insummary, Global appears to be indebted to the Estate in the amount of $293,122
USD.

= Further payments of $170,741.59 were made to three creditors of Versitec USA
(the “Creditor Payees”) which may have been made to the prejudice of LCX.

The Receiver is not funded to pursue collection of the aforementioned amounts. Moreover,
given the shortfall suffered by LCX, LCX appears to be the only party with an economic
interest in potentially pursuing claims in respect of the transfer of funds out of the BOA
Account and BB&T Account.

Accordingly, the Receiver proposes to assign and transfer to LCX, any claim, right, title
and interest of the Debtors or the Receiver (if any), against any person, in respect of or
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connected with the transfer of funds out of the BOA Account and BB&T Account to
Global and/or the Creditor Payees (as all claims being the “Outstanding Claims™), on the
condition that LCX account back to the Debtors or any trustee or administrator of the
Debtors’ estate in respect of any recoveries receiver in excess of the shortfall on its
security.

Attached hereto and marked as Exhibit “I”” is a true copy of the Fourth
Report of the Substitute Receiver of Versitec dated November 18, 2021,
without Exhibits

49.  In total, the Substitute Receiver has identified $463,863.59 in payments to subordinate
creditors made with Versitec funds held in its Bank of America accounts, which payments Mr.

Morgan/MPI either permitted, facilitated or negligently failed to prevent.

Attached hereto and marked as Exhibit “J” is a true copy of Appendix | to the
Substitute Receiver’s Fourth Report dated November 18, 2021

50. LCX believes it to be the case that MPI/Mr. Morgan may be held liable for prejudice to
LCX resulting from the above transfers, in addition to those previously referenced herein, along
with other concerns respecting Mr. Morgan’s conduct which need not be addressed in detail at this

time.

51.  The forgoing information represents some of the more easily documented examples of the
believed liabilities of Mr. Morgan to LCX, but is not intended to be exhaustive. For clarity, these
details are not included herein with any intent on the part of LCX to prove any liabilities on the part
of Mr. Morgan/MPI to LCX at this time, as such issues are not relevant directly to the liability of
Mr. Byrd. Rather, the purpose for the inclusion of this information and supporting documentation
is to establish the context within which Mr. Morgan/MPI’s report must be considered, including

the fact that MPI/Mr. Morgan were very much aware at the time of the preparation of the expert

report filed on behalf of Mr. Byrd’s opposition that LCX intends to claim and will be claiming
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substantial damages against MP1/Mr. Morgan in the event of a shortfall to LCX on recovery,

which shortfall now seems all but inevitable. While for the purposes of this motion it is not

material whether any liabilities can be or are likely to be proven against Mr. Morgan/MP], but it is
very material that LCX has taken the position that significant liabilities exist, has communicated
this position to MPI/Mr. Morgan and that LCX’s position in this regard was known to Mr. Morgan
prior to the preparation of his expert report in support of Mr. Byrd, disputing Versitec’s liability to

LCX.

52. Mr. Morgan/MPI have a direct financial interest in the outcome of this proceeding and in
any judicial determination as to the liabilities (or lack thereof) of Versitec to LCX. I am of the
view that Mr. Morgan’s Report is motivated by self interest, is biased and is tainted to such an
extent that it should be afforded little weight from this Court. I struggle to understand how Mr.
Morgan could have believed himself an appropriate person to be providing this evidence to this
Court at all. Particularly so given his previous confirmation of the LCX indebtedness while acting
as a court officer and his consent to the distribution of funds to LCX on account of such

indebtedness.

53. I make this affidavit for the purpose of LCX’s motion for judgment against Reuben Byrd

and for no other purpose.
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SWORN by Jonathan Brindley of the City of
Burlington, in the Regional Municipality of
Halton, before me at the City of Toronto, in the
Province of Ontario, on April 25, 2022 in
accordance with O. Reg. 431/20,
Administering Oath or Declaration Remotely.

33

Commissioner for Taking Affidavits
(or as may be)

STEWART THOM
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LIQUID CAPITAL EXCHANGE CORP. -and- 1635536 ONTARIO INC. O/A VERSITEC MARINE &
INDUSTRIAL et al.
Applicant Respondents

Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

PROCEEDING COMMENCED AT
TORONTO

AFFIDAVIT

TORKIN MANES LLP
Barristers & Solicitors

151 Yonge Street, Suite 1500
Toronto ON M5C 2W7

Stewart Thom (55695C)

sthom@torkinmanes.com

Tel:  416-777-5197

Lawyers for the Applicant, Liquid Capital Exchange Corp.

RCP-F 4C (September 1, 2020)

JB Reply April 25 2022 EXECTION signed JB.docx



This is Exhibit “A” referred to in the Affidavit of Jonathan Brindley
sworn by Jonathan Brindley of the City of Mississauga, in the
Regional Municipality of Peel, before me at the City of Toronto, in
the Province of Ontario, on November 18, 2021 in accordance with
O. Reg. 431/20, Administering Oath or Declaration Remotely.

S. Thom

Commissioner for Taking Affidavits (or as may be)

STEWART THOM
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Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE ) WEDNESDAY, THE 24™
)
JUSTICE PENNY ) DAY OF NOVEMBER, 2021
BETWEEN:

W\
\\\\\
D

g,
Q?\\‘,QUHT 0,03//,/

“,
7
N

£3: @ 1Re LIQUID CAPITAL EXCHANGE CORP.
2% 8 Applicant
L &S
/’///,;%:I ’/’ L;' Hﬂ&\?\%&\\\\ and
1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC.,
DAVID TAYLOR, REUBEN KARY BYRD and DAVID CARPENTER
Respondents

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY ACT,
R.S.C. 1985, C. B-3, AS AMENDED AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, C. C-43, AS AMENDED
JUDGMENT
THIS MOTION, made by the Applicant, Liquid Capital Exchange Corp. (“LCX”), for

judgment against the Respondent parties, was heard this day by video conference.

ON READING the Motion Record of the Moving Party, the Affidavit of Jonathan Brindley
sworn November 18, 2021, The Fourth Report of the Receiver BDO Canada Limited, in its
capacity as receiver of the assets and property of 1635536 Ontario Inc. O/A Versitec Marine &
Industrial and Versitec Marine Holdings Inc. and Versitec Marine USA Inc. (the “Receiver”),

dated November 18, 2021, and on hearing the submissions of counsel for LCX and the Receiver,

27004556 1.docx
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1. THIS COURT ORDERS AND ADJUDGES that that the Respondents 1635536 Ontario
Inc. O/A Versitec Marine & Industrial, Versitec Marine Holdings Inc., Versitec Marine USA Inc.,
David Taylor, and David Carpenter are jointly and severally liable to pay, and are hereby ordered

to pay to LCX, the sum of $776,616.03 (the “Judgment Amount”).

2. THIS COURT ORDERS AND ADJUDGES that that the Respondents 1635536 Ontario
Inc. O/A Versitec Marine & Industrial, Versitec Marine Holdings Inc., Versitec Marine USA Inc.,
David Taylor, and David Carpenter are jointly and severally liable to pay, and are hereby ordered
to pay to LCX, prejudgment interest on the judgment amount from November 11, 2021, to

November 23, 2021, in the amount of $9,319.39.

THIS JUDGMENT BEARS INTEREST on the Judgment Amount at the rate of 36.5% per

cent per annum commencing on November 24, 2021.

(Signature of Court Officer)

RCP-E 59B (September 1, 2020)

27004556 1.docx

334



335

38

LIQUID CAPITAL EXCHANGE CORP. -and- 1635536 ONTARIO INC. O/A VERSITEC MARINE &
INDUSTRIAL et al.
Applicant Respondents

Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

PROCEEDING COMMENCED AT
TORONTO

JUDGMENT

TORKIN MANES LLP
Barristers & Solicitors

151 Yonge Street, Suite 1500
Toronto ON M5C 2W7

Stewart Thom (55695C)

sthom@torkinmanes.com

Tel:  416-777-5197

Lawyers for the Applicant, Liquid Capital Exchange Corp.

RCP-F 4C (September 1, 2020)
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This is Exhibit “B” referred to in the Affidavit of Jonathan Brindley
sworn by Jonathan Brindley of the City of Mississauga, in the
Regional Municipality of Peel, before me at the City of Toronto, in
the Province of Ontario, on November 18, 2021 in accordance with
O. Reg. 431/20, Administering Oath or Declaration Remotely.

S. Thom

Commissioner for Taking Affidavits (or as may be)

STEWART THOM

39

336



337

40

Jonathan Brindley <jonathan.brindley@myliquidcapital.com>

Versitec account review call June 27 - follow up items
1 message

Jonathan Brindley <jbrindley@liquidcapitalcorp.com> Thu, Jun 27, 2019 at 11:53 AM
To: Reuben Byrd <rbyrd@versitecmarine.com>, Florian Meyer <fmeyer@newhouseparmers.coni>,
epavey@versitecmarine.com

Cc: Pia Banister <phanister@liquidcapitalcorp.com=>

Hi Al

Thanks for the Versitec account review call this moming (June 27}, here is the list of follow up items:
1) Complete Eastern Med invoicing + shipmentreconciliation - Florian (due date June 27}

2) Ship out standing Eastem Med products (re Mar invoicing) ASAP - Ed + Reuben (due date July 5)
3) Resend + complete outstanding factoring notifications - Pia/Reuben (due date June 27)

4} Schedule weekly Versitec collections call Reuben + LCX | every Tuesday at 9pm EST | first call July 2- Pia {(due date
June 27)

5} Resolve + comrect Versitec hilling errors - Reuben + Florian {(ongoing)

6) Collections call / drop by for Cruise Management by Reuben - Reuben (due date July 5)

7) Versitec fund - complete latest funding - Pia {due date June 28)

8) Provide Versitec AR Consolidated summary {excel) to Reuben + Versitec - Pia (due date June 27)

Regards

Jonathan Brindiey CPA CA
Liquid Capital Advance Corp.
Te!: 416-727-4521

Toll Free: 1-300-778-0133

Fax 289-201-0178

Ernaii drincks
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FINANCING SUCCESS

o do oot wish o receive future somrmercial elecmranis me

rorn Laquid Capinal, please reply to thisermzi] and type "REMOV E" in the subject line
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E:,AF,” TﬁL Jenathan Brindley <jonathan.brindley@myliquidcapital.com>
A LENEE g
Versitec Versitec AR + collections snap shot as at Oct 8 2019
1 message
Jonathan Brindley <jbrindley@liquidcapitalcom.com> Thu, Oct 10, 2019 at 8:00 AM

To: Reuben Byrd <rbyrd@versitecmarine.com>, Lance Lockett <llockett@versitecmarine.com>, Ed Pavey

<epavey@ versitecmarine.com:>

Cc: Pia Banister <pbanister@liquidcapitalcorp.com=, Liliana Rizopulos <Irizopulos@liquidcapitalcom.com:>, Florian Meyer
<fmeyer@newhousepartners.com:

Hi Reuben
Attached is the updated Versitec AR + collections snap shot as at Oct 8 2019.
We can review further during our account review call

Regards

Jonathan Brindiey CPA CA
Liquid Capital Advance Corp.
Te! 416-727-4521

Tol Free: 1-800-778-0133

Fax: 289-201-0178

Ernail sbrine

wiervy B oo

WGECONTD COm

LIQUID
CAPITAL

FINANCING SUCCESS

v o notwish 1o reesive fiture commercial giectronic messages from Liguid Dapital, please veply worhisermaland type CREMOVE Inthe suljent line

ijy Versitec Account Summary 8-10-2019.xlsx
55K
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3 LIQUID
i CAPITAL

(SR R SE R WA N S

LINET a0
Re: Next Week's Meeting - Request for Day Change

1 message

Jonathan Brindley <jonathan.brindley@myliquidcapital.com>

Reuben Byrd <ryrd@versitecmarine.com> Fr, Oct 25, 2018 at 2:16 PM
To: Jonathan Brindley <jbnndiey@liquidcapitalcorp.com>

Co: Ed Pavey <epavey@versitecmarine.com>, Pia Banister <pia.banister@myliquidcapital.com>, Lance Lockett
<llockett@versitecmarine.com>, Brian Gunning <brangunning1@gmail.com>

Brian and Pia are working on it we are going thru all the reports to make sure it is correct

Reuben Byrd
(‘EO Global Operabons
Sermite Ranae US4

Phone: (716) 695-0142

North America Toll Free: (888) 357-3257 Ext. 244
Mobile: (56 1) 526-6432

E-mail: rhyrdgaversiteemarine.com

STERN TUBE SEAL EXPERTS

———————— Original message --------

From: Jonathan Brindley <jbirincdie pideapitalcom.com>
Date: 10/25/19 2.11 PM (GMT 05 00)

To: Reuben Byrd <rl)wk e O
Cc: Ed Pavey <epaveyve
<liocketi@@versiteomarine oo unnmg <byriz uw T u;l(
Subject: Re: Next Week's Meenng Request for Day Change

ter@rnylicuidcapital.com>, Lance Lockett
’h.’]!l com>

Hi Reuben
OK moved to Zpm..

Whatis the status on transfer Ango Eastern funds? Will that be sent today. Would like to have this refiected in the
accounts before our call on Wed.
Thanks

Jonathan Brindiey CPA CA
Liquid Capital Advance Corp.
Tab 416-727-4521

Toll Free: 1-800-778-0133

Fax: 269-201-0178

Ermait hrimcien

Wy oL doa
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LIQUID
CAPITAL

FINANCING SUTCESS

I eos do mot wish ro receive future commercial & Troen Liguid Caphal, please reply o thizernall and rype "REMC B
J f ¥i

On Fri, Qot 25, 2019 at 1:50 PM Reuben Byrd <rbyvrdg)versitecmaring com> wrote:
Johnathan 11 wont work it needs to be much earlier or after 2pm

Reuben Byrd

CEO Global Operations

Sopuiier Slurine 1754

Phone: (716) 695-0142

North America Toll Free: (888) 357-3257 Ext. 244
Mobile: (561) 526-6432

E-mail: rhyyrd@iversitecmarnine.com

STERN TUBE SEAL EXPERTS

———————— Original message ------

From: Jonathan Brindley <jlrindievg
Date: 10/25/19 1:48 PM (GMT-05: OO)
To: Ed Pavey <epaveygive
Ca: Reuhcn Byrd <myr

iquideapitalcon. com>

e
com>, Pia Banister <piabanisier
Jmail.com>

versitecmarnn wvi>, Lance Lockett
o>, Brian Gunning <briangunningl(

SubJed Re: NektWee*k“s Meehng Request for Day C1ange

Hi Ed
NextWed Oct 30 at 11am EST works... | will move meeting invite.

Regards

Jonathan Brindiey CPA CA
Liquid Capital Advance Corp.
Tel: 416-727 4521

Toll Free: 1-800-778-0133

Fex 269-201-0178

Eraail s

WA ol

LIQUID
CAPITAL

FINANCING SUCCESS

Fyou do ot wish 1o recerve fuure commercial elecironic messages Trom Liguid Capital, pleass reply tothiz emed D and type "REMUS S in the subjees lin

On Fri, Oct 25, 2019 at 12:37 PM Ed Pavey <epaveyvg)versilecmarine.com> wrote:
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Hi Jonathan,

Justreceived word from Reuben that his travel plans have changed recently, and he requests we move next week's
meeting forward to Wednesday moming vice Thursday as currently scheduled. Please advise availability.

Best Regards,

Ed Pavey

‘V’ fﬁi‘) I.ﬁ

5 & Service

Versitec Marine USA

QOO N Federal Fighway Sude 100
Baca Rafon, 1. 334532

Othca +1 {581) 756-8044

Celf 1 (813 5735280

!l epavey@versitecinarine . com

VANGUARD
SEALLS

LEADING THE \WAY

5
hY

VERSITEC

STERN TUBE SEAL EXPERTS

o § INTERMNATION AL
. ; : W \ r
erdam Ahoy ORK L OAF
" SHOW

VISIT US AT BOOTH 1606  Dec. 4-6 VISIT BOOTH 3537

Confidentiality Notice: This e-mail is intended only for the addressee named above. It contains
information that is privileged, confidential, or otherwise protected from use and disclosure. If you are not
the intended recipient, you are hereby notified that any review, disclosure, copving, or dissemination of
this transmission, or taking of any action in reliance on its contents, or other use is strictly prohibited. If
you have received this transmission in error, please reply to sender listed above immediately and
permanently delete this message, including all attachments, from your inbox. Thank you for your
cooperation.

THINK BEFORE I BRiNY

144
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LIQUID
SAPITAFIZ Jonathan Brindley <jonathan.brindiey@myliquidcapital.com>
Re: Updated AR for Tomorrow's Call
1 message
Pia Banister <pia.banister@myliquidcapital.com> Wed, Oct 30, 2019 at 10:18 AM

To: Ed Pavey <epavey@versitecmarine.com>
Cc: Reuben Byrd <rbyrd@versitecmarine.com>, Jonathan Brindley <jbrindley@liquidcapitalcorp.com>, Lance Lockett
<llockett@versitecmarine.com>

Hi everyone,
Attached is the updated AR statement to review during this afternoon’s call.

Piease note there are still 2 unapplied payments on account 4821 (see client coliections). | need to know how to apply
these asap.

Thanks
Pia

Pia Banister CPA, CMA

Liquid Capital Advance Corp.

Mobile: (418) 892-2414

Email: pbanister@liquidcapitalcorp.com

Website: www.liguidcapitaladvancecorp.com

On Oct 29, 2019, at 2:25 PM, Ed Pavey <epavey@versitecmarine.com> wrote:

Good afternoon Pia,

Do you have an updated AR listing for tomorrow’s call? We have one that Lance keeps up with and want
to bounce it against yours..

Best Regards,

Ed Pavey

VP Sales & Service

Versitec Marine USA

900 N. Federal Highway Suite 100
Boco Raton, FL 33432

Office: +1 {561) 756-8044

Cell: +1 {813) 573-5280

Email: epavey@yversitecmarine.com
<image001.jpg>

STERN TUBE SEAL EXPERTS

Confidentiality Notice: This e-mail is intended only for the addressee named above. It contains
information that is privileged, confidential, or otherwise protected from use and disclosure. If
you are not the intended recipient, you are hereby notified that any review, disclosure, copying,
or dissemination of this transmission, or taking of any action in reliance on its contents, or other
use is strictly prohibited. If you have received this transmission in error, please reply to sender
listed above immediately and permanently delete this message, including all attachments, from
your inbox. Thank you for your cooperation.
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W LIQUID

il
] S‘:?}TAL Jonathan Brindley <jonathan.brindley @myliquidcapital com>

cwern [ awer e

Re: Versitec Financial statements - Oct 2019
1 message

Brian Gunning <briangunning1@gmail.con> Tue, Nov 5, 2019 at 3:27 PM
To: Pia Banister <pia.banister@myliquidcapital.com=
Cc: Reuben Byrd <rbyrd@versitecmarine.com>, Jonathan Brindley <jbrindley@liquidcapitalcorp.com>

thanks Pia. This information is a help.
Brian

On Tue, Nov 5, 2019 at 3:24 PM Pia Banister <pia.banistergdmylicuideapital.com> wrote:
Hi Brian,

Attached is the curent AR statement from our system.

We have chargeback the following - which means they are no longer in our system but should be reflected in your AR
and are still collectible:

219053 - Finbeta SPA

219040 - Wallem

219062 - Chesters

219065 - Chasters

219066 - Chesters

219104 - Cruise Mgmt

219092 - Interscan Management
219077 - Meteor Management
219055 - Premuda

219056 - Premuda

On our AR report - we know that we are showing as outstanding, some invoices that have been paid, they are:

U19002 - Anglo Eastem
19016 - Anglo Eastemn
UJ19028 - Anglo Eastem
U19038 - Anglo Eastem
219016 - Anglo Eastern

We will be using some of the current cash reserves to clear these from our balance.
Please let me know if you have any questions.

Thanks
Pia

Fa Banister CPA, CMA
Liquid Capital Advance Corp.
Maobite: (418) 8922414

~mail: phanister@liqui
‘ehaite www liguidee

CXd Com

hitaladvance COrp.Com

On Nov 5, 2019, at 2:26 PM, Jonathan Brindley <jbrindievé@liquidcapiiaicorp.com> wrote:

Hi Brian
Thanks for the Versitec Y TD financials Could you please send us the AR summary and detail reports in
excel ..which will make it easier to reconcile with our records.
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Pia....please send Brian the latest AR reports in excel format from Cadence for all Versitec accounts.
Regards
Jonathan Brindley

-~ Forwarded message -—-----—--
From: Brian Gunning <briangunning1¢i¢
Date: Tue, Nov 5, 2019, 1.59PM
Subject: Re: Versitec Financial statements - Oct 2019

To: Jonathan Brindley <jirindiey@licuidcapiialoorp.com>, Reuben Byrd <riyrdgdver:

EOMANNE GO

Jonathan,

Here are the financials as requested. These are to September 30 for the Balance Sheet and Income
Statement. Still waiting for a few cut off items for October. A/R and A/P are for today.

Could you send me your A/R list so | can compare? Not sure if | have all collections made atyour end.
regards
Brian

On Mon, Nov 4, 2019 at 9:28 AM Jonathan Brindley <jbrindiey@liquideapitalcorp.com> wrote:
Hi Brian
What is the status on the latest Versitec Financial statements?
Can you please provide the latest YTD finandials for:
a) 1635536 Ontario inc. O/A Versitec Marine & Industrial
b) Versitec Marine USA

We also need the latest detailed AR + AP lists for both entities.
Please send this information by EOD tomorrow (Nov 5) so we can review and reconcile the AR at both
Liquid Capital and Versitec.

Regards

Jonathan Brindley CPA CA&
Liquid Capital Advance Corp.
Tal 416-727-4521

Toll Free: 1-800-778-0133

Fax 289-201-0176

Emall kgl
vy L

T S0

LIQUID
CAPITAL

FINANCING SUCCESS

<VMIUSA AP 11.5.2019.pdl><VMIUSA A 11.5.2019.pdf><VMI Canada BS 8.30.2019 pdf><VMI
Canada AR 11.5.2019.pdf><VM] USA BS 9.30.2018.pdf><VMI Canada AP 11.5.2019.pdf><VMI Canada
PL 9.30.2019.pdf><VMI USA PL 8.30.2019.pdf>
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\@*g LIQUID
] F,A?ITAL’ Jonathan Brindley <jonathan.brindley@myliquidcapital.com>
T muntx )
Versitec AC 4822 - Client collection CDN $29,538
1 message
Jonathan Brindley <jbrindley@!iquidcapitalcorp.com> Thu, Nov 7, 2019 at 3:50 PM

To: Reuben Byrd <rbyrd@versitecmarine.com>, Pia Banister <pbanister@liquidcapitalcorp.com>
Cc: Brian Gunning <brnangunning1@gmail.com>

Hi Reuben

As discussed and agreed we will post the client collections amount of CDN $29,538.97 received on Qct 11 to cash
reserves in AC 4822.

We understand you are still frying to locate the remittance advice on this customer receipt to see if we can match the
collection to a specific factored invoice.

On our next scheduled accountreview call on Monday Nov 11 we will determine if the remittance has been found and if
not then we will apply this cash to invoices still on the books which are now uncollectable eg BBG.

Versitec CON - Ac 4822
Invoices which are uncollectbale:

[nv # Inv S
BBG 219086  29,895.28
BBG 219115  30,338.883
BBG 219116 28,875.05
Total Chargeback required 89,109.21

Regards

Jonathan Brindiey CPA CA
Liquid Capital Advance Corp.
Tel 416-727-4521

Toll Free: 1-800-778-0133

Fax 2682010178

Ermail: iy

v o o

ENGCONT O

LIQUID
CAPITAL

FINANCING SUCTESS

T vou do not wish to recelve future cormmercial electronic messages from Liguid Capivad, pleass reply ro thiz emaland rype "REMOY B in the subjest line
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- LIQUID
o= Sﬁ?}TAL Jonathan Brindley <jonathan . brindley @myliquidcapital. com>
TR LY E:} LINGE o fo e
Re: Versitec call today - need to push back to 2pm EST
1 message
Reuben Byrd <rbyrd@versitecmarine.com> Mon, Nov 11, 2019 at 10:03 AM

To: Jonathan Brindley <jbnndley@liquidcapitaicorp.com:>
Cc: Pia Banister <pbanister@liquidcapitalcorp.com=, Lance Lockett <llockett@versitecmarine.com>, Ed Pavey
<epavey@versitecmarine.com>

That's fine.

Butwe need to Add Brian and why is Florian on this call? | told you | wantnothing to do with him if you want me on the
call he better not be on it.

He is a waste of ime and money and | refuse to pay for him

Reuben Byrd
CEQ Glohal Operations

ST
BEAS S PR R

Phone: (716) 695-0142

North America Toll Free: (888) 357-3257 Ext. 244
Mobile: (561) 526-6432

SOMANNE.Com

STERN TUBE SEAL EXPERTS

———————— Original message -----—---
From: Jonathan Brindley <byriniclieyvEs
Date: 11/11/19 5:35 AM (GMT-08:00)
To: Reuben Byrd <rhyrt :
Co: Pia Banister <phanister¢dliquide:
<gpavey@versilecmaring.com>
Subject: Versitec call today - need to push back to 2pm EST

guideapitalcom . coms

>
op.cony>, Lance Lockett <lfockelig)

rsitecmarine.com>, BEd Pavey

Hi Reuben
For the Versitec call today (rescheduled from last week) | need to push back from 11 am to 2pm EST.

Revised meefing invite to follow.
Regards

Jonathan Brindley CPA CA
Liquid Capital Advance Corp.
Tel: 416-727-4521

Toll Free: 1-800-778-0133

Fax: 269-201-0178

Emait ihrin
(AL VATe BT vizia
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o LIGQUID
m CAPITAL Jonathan Brindley <jenathan.brindley@myliquidcapital.com>

FAELAPLL TG ULV s S

LR LINGT AT

Updated AR Statement

1 message

Pia Banister <pia.banister@myliquidcapital.com> Wed, Dec 18, 2019 at 10:32 AM
To: Jonathan Brindley <jbrindley@liquidcapitalcorp.com>, Reuben Byrd <rbyrd@versitecmarine.com:>

Cc: Lance Lockett <llockett@versitecmarine.com>, Ed Pavey <epavey@versitecrnarine.com>, "Brian Gunning
(briangunning 1@ gmail.com)” <briangunning1@gmail.com>

Hi everyone,

Attached is the updated AR statement for review during today’s call.
Thanks

Pia

Pla Banister CPA, CMA

Liquid Capital Advance Comp.

Mobile: (416) 802-2414

f-mail: pbanister@liquidcapitalcor com

Website: www liguidcapitaladvancecorp. com

ﬂ Versitec AR Dec17-19.xIsx
21K
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LIGUID
CA PITAL Jonathan Brindiey <jenathan brindley@myliquidcapital.com>

LIS EE SRR TEN

¥ LiNg i

RE: Versitec updated AR Jan 7 2020 for 10 am call today

1 message

Reuben Byrd <rhyrd@versilecmarine.com> Tue, Jan 7, 2020 at 9:48 AM
To: Jonathan Brindley <jbrindley@liquidcapitalcorp.com>

However we need to imil it to 30 min as Thave a 1215 meeting

Reuben Byrd
CEO Global Operations

Versitec Marine

Phone: {7161 695-0142 Ext. 244
Morth Ametica Toli-Free: (888} 357-3257 Ext. 244
Mobile: (561) 526-6432

£-mail: thyrd@versitecmarine .com

A

VANGUARD

SEALS
LEADING THE WAY

VERSITEC

STERN TUBE SEAL EXPERTS

From: Jonathan Brindley [mailto: jprindiey@liguideapitasicorp.com)]
Sent: Tuesday, January 7, 2020 9:20 AM

To: Reuben Byrd
Cc: Ed Pavey, Lance Lockett; Brian Gunning; Pia Banister
Subject: Re: Versitec updated AR Jan 7 2020 for 10 am call today

Hi Reuben

Ok...when are you available to talk?

Regards
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Jonathan

On Tue, Jan 7, 2020, 9:02 AM Reuben Byrd, <rbyrd¢iversitecmarine corms wrote:

I can't do 10AM i have a doctor's appointment

Reuben Byrd

CEO Global Operations

it Bharine TIE Y

Phone: (716) 695-0142
North America Toll Free: (888) 357-3257 Ext. 244
Mobile: (561) 526-6432

srsttecmarine. com

E-mail: riyyr

STERN TUBE SEAL EXPERTS

--—---- Qriginal message --—----—

From: Jonathan Brindley <jlrrindleyed lisuideapitatcony

Date: 1/7/20 8:50 AM (GMT-05:00)

To: Reuben Byrd <rhyrd@iversitecmarine.com>, Ed Pavey <epave
<llockettgoversitecmarine . coms>, Brian Gunning <briangunning1¢o¢

somearing oo, Lance Lockett
Tail.com>

Cc: Pia Banister <pbanistergpiiquidcapiialcon.com>

Subject: Versitec updated AR Jan 7 2020 for 10 am call today

Hi Reuben, Ed, Lance & Brian

Happy New Year ! Trustyou all had a good Christmas
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Attached is the updated Versitec AR for 10 am call today.

Note: Very litle activity or changes since we last spoke in Dec . We've only rec’d 1 pymt (the Four Smile - MM!
Europe} and we haven’t accumulated enough cash to charge anything further back.

We need a more concrete action plan to get Liquid Capital fully repaid for these old AR balances.

Regards

Jonathan Brindley CPA CA
Liquid Capital Advance Corp.
Tel: 416-727-4521

Toll Free: 1-800-778-0133

Fax 28g6-201-0178

Email ibrincs

sl oo

WARW Lo W [s.a0m

3 rely b this

e fulure cormresr Vol ty e "REMOVE" in the sulject ine

I you e ot wish o rec
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CAPITAL

PP Tl S

E:] LINEY ot
Versitec Reporting - Latest YTD

1 message

Jonathan Brindiey <jonathan.brindley@myliquidcapital.com>

Jonathan Brindley <jbrindley @liquidcapitalcorp.com> Fri, Jan 17, 2020 at 11:36 AM
To: Reuben Byrd <rbyrd@versitecmarine.com>, Brian Gunning <briangunningi@gmail.com>
Cc: Pia Banister <pbanister@liquidcapitalcorp.com>

Hi Reuben + Brian
Further to Versitec account review call this morning please provide the following updated financial reporting for both
Versitec Canada + Versitec USA:

1) Latest YTD Financials Dec 2019 - P&L + Balance sheet
2) Latest AR summary + detail - in excel
3} Latest AP summary + detail - in excel

Reuben ...  have sent separate meeting invite for follow up call on Jan 21 after your Genco meetings in New York.

Pia... please send updated Versitec AR details with LCX reflecting the pending collection notes for Transmed etc.

Regards

Jonathan Brindiey CPA CA
Liquid Capital Advance Corp.
Tai: 416-727-4521

Toll Free: 1-300-778-0133

Fax 289-201-0178

Ernail: i O

wvaw ol o, 1

3 Corm

LIQUID
CAPITAL

FINANCING SUCCESS

fror Laquich Capiral, please reply ro this emat! and type "REMOVED In the subject line

fvou donotwishow receve future eomrmercial electronic messages
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LIGUID
SA‘\PI TAL Jonathan Brindley <jonathan brindley@myliquidcapital.com>

LINET D08
Re: Versitec updated AR

1 message

Pia Banister <pia.banister@myliquidcapital.com> Tue, Jan 21, 2020 at 11:21 AM
To: Reuben Byrd <rbyrd@versitecmarine.com>
Ce: Brian Gunning <briangunning1@gmail.com>, Jonathan Brindley <jbrindley@liquidcapitalcorp.com:

Hi Reuben and Brian,
Altached is the updated AR statement for the 3 accounts with the notes from the last review call.

Thanks
Pia

Pla Banister CRA, CMA
Liquid Capital Advance Corp.
Mohile: (4161 8022414

Email pbanister@iiguic talcorn
Website  www liquidcapitaladvancecorp.com

On Jan 21, 2020, at 10:24 AM, Jonathan Brindley <jbrindieygliquideay; Hp.com> wrote:

Hi Pia

Please send Reuben + Brian Gunning the updated Versitec AR. | don't believe we have received any
payments since Dec

Regards

Jonathan Brindley CPA CA
Liquid Capital Advance Corp.
Tel 416-727-4521

Toll Free. 1-800-778-0133

Fax 289-201-0178

Ermail &1 L
v L opndosnl lacdvanoa

LIQUID
CAPITAL

FINANCING SUCTESRS

oo do nor wish 1o receive future cormmerd sl slecnmni o rmes from Livuid Capival, please reply 12 hiz sroal | and ty pe "HEMOWE" in the sulj e

4
e

E] Versitec AR Jan21-20.xiIsx
— 20K
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' %é LIQUID
FCHAPI TAL Jonathan Brindley <jonathan.brindley@myliquidcapital.com>

SR E:} LINET 500

Versitec Collection Summary
1 message

Pia Banister <pia.banister@myliquidcapital.com> Wed, Jan 29, 2020 at 12:17 PM
To: Reuben Byrd <rbyrd@versitecmarine.com=, "Brian Gunning {briangunning1@gmail.com)" <brangunning1@gmail.com:
Cc: Jonathan Brindley <jbrindley@liquidcapitalcorp.com>

Hi Reuben and Bnan,
Attached is a collection summary for the 3 accounts.

| have highlighted in red any comments that explain where funds were allocated if they came in without any remittance or
before remittance was received. Please note the Avin payment was rec’d however at the time we were directed to apply
to Eastern Med invoice 219035, which is why the Avin invoice remains on the AR list.

Please let me know if you need any clanfication.

Thanks
Pia

Ma Banistoer CPA, CMA

Liquid Capital Advance Corp.

Mohile: (416) 892-2414

Lmail; pbanister@liguiduapitalcorp com

Website  www liquideapitaladvancecorp com

~ﬂ Versitec Payment Summary Jan29-20.xlsx
28K
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' LIQUID
‘ S;,;,\F,)ITA,L Jonathan Brindley <jonathan.brindiey@myliquidcapital.com>
K E}:} LINEV o mp T
Updated AR statement
1 message
Pia Banister <pia.hanister@myliquidcapital.com= Thu, Feb 13, 2020 at 10:58 AM

To: Reuben Byrd <rbyrd@versitecmarine.com>, Lance Lockett <liockett@versitecmarine.com>, Jonathan Brindiey
<jbrindley @liquidcapitalcorp.com>
Cc: "Brian Gunning (briangunning 1@ gmail.com)® <briangunning 1@gmail.com>

Hi everyone,
Altached is the AR statement as of today.

Thanks
pia

Pz Banister CRA, CMA

Liquid Capital Advance Corp.

Mobile: (418) 8922414

Exmail; pbanister@liguideapitaleors com

Website www lgquidcapitaladvancecorp com

_Jj Versitec AR Feh13-20.xlsx
20K
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C LIGQUILID
., : SA?JTAL Jonathan Brindley <jenathan.brindiey@myliquidcapital.com>
L LINED o b
Avin pymt rec'd
1 message
Pia Banister <pia.banister@myliquidcapital.com> Thu, Feb 13, 2020 at 11:28 AM

To: Jonathan Brindley <jbrindley@ liquidcapitalcorp.com=>, "Brian Gunning {briangunning1@gmail.com)"
<briangunningi@gmail.com=>
Cc: Reuben Byrd <rbyrd@ versitecmarine.com>

Hi Brian
Altached is the screen shot showing the Avin pymton Oct1 - batch #159

| was mistaken - the pymt came in with the Sia RIX payment but the Avin funds were allocated to pay Eastern Med
219035 with the balance going to reserves. ['ve attached the document showing the application.

Thanks
Pia

Pia Banister CPA, CMA

Liquid Capital Advance Corp.

Mobile: (4185 8022414

Email: pbanister@liguidcapitalcorn com

Website . www hquidcapitaladvancecorp com

2 attachments

Screen Shot 2020-02-13 at 11.25.37 AM.png
57K

;4 Chargeback #18 1635536 Ontario Inc. (#4822) CDN Oct4-19.xIsx
26K
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Jenathan Brindley <jonathan brindley@myliquidcapital com>

Verstic + Liquid Capital - follow up items Feb 13 2020

1 message

Jonathan Brindley <jbrindley@liquidcapitalcorp.com> Thu, Feb 13,2020 at 12:30 PM
To: Reuben Byrd <rbyrd@versitecmarine.com=, Brian Gunning <briangunning1@gmail.com>
Cc: Pia Banister <pbanister@liquidcapitalcorp.com>, Liliana Rizopulos <lrizopulos@liquidcapitalcorp.com>

Hi Reuben + Brian
Furher to our account review call this moming please provide the following items:

1) Latest detailed AR for Versitec CDN + Versitec USA (in excel formatie QB download)
2) Copy of revised GREAT LAKES DREDGE & DOCK, LLC inv for LiS$35,000
3) Copy of Blue Ship remittance for Euros 9,257

4) Latest Finandial statements YTD Jan 2020 for Versitec CON + Versitec USA

« P&L

« Balance Sheet
s AR summary
s AP summary

We will be responding to Brian's email dated Jan 29...requesting more information on select charges on the client activity
statements

Attached is the revised AR list Feb 13...highlighting the ships which Versitec plans to arrest.
Next Verstic + Liquid Capital review call - Feb 20 at 11am EST

Regards

Jonathan Brindiey CPA CA

Liquid Capital Advance Corp.

Tel: 415-727-4521

Toll Free: 1-300-778-0133

Fax: 288-201-0178

Ernail arirns
vy Hep closg

LIQUID
CAPITAL

FINANCING SUCCESS

crpply tothiv ezl and iype "REMOVE® in the subject ine

ifyou do notwish 1o recelve future commercial dlecoronic mess vorn Ldguid Caplral,

:7 Versitec AR Feb13-20 with JB edits + ship arrests.xlsx
— 22K
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LIGUID
Cﬁd,){ TAL Jonathan Brindley <jonathan . brindley@myliquidcapital .com>
@ E [%iniil

RE: Versitec + Eastern Med AR = Euros 29,754 as at Feb 25,2020

1 meassags

Reuben Byrd <royrd@versitecmarine com: Wed, Feb 26,2020at 1025 AM
Te: Jonathan Brindley <jbrindley@liquidecapitalcorp. corn=
Ce: Brian Gunning <briangunning!@gmail. com>, Pia Banister <pbanistar@liquidcapitalcorp. com=

Johnathan those payments were made to Liquid capital not us and you used the money to pay some cther invoice we have discuss and sonfirmed this for
several months

Reuben Byrd
uE‘D blabal pputxors

Phene: (716) 685-0142
Naoith America Toll Free: (8883) 357-3257 Ext 244
Mabile: {561 |526 5432

Berrail: ol CE ST, DO

STERN TUBE SEAL EXPERTS

———————— COriginal messagg --------
From: Jonathan Brindley <irrinclayig@iinmicdoagitaion
Date 202620 10:22 AM (GMT-(6:00)

v Reuben Byrd <y
G Brian Gunning <hriargurmirg :
Subject Versitsc + Eastern Med AR = Euro< 28

=, Pia Banister <phiaris
3 754 as atFab 25 LOZO

SO DT

Hi Reuken

Wa currently have 4 unpaid Eastern Med invoices in our system totaling Euros 28,754, This includss three invoices (219033, 219132,2191271 which were
alreacdy paid to Versitec but not remitted to Liquid Capital. We need to get al these 4 invoices clearad Tom this next Eastar M ed payment

Pleasa confirm what your records are showing as owing and how much Eastern Med is planning to pay. Wa understand that thera are additional invoizeas /
shipments to Easter Med .
Onse we have this informalion then we can confirm with Eastern Med how much needs to be paid directly to Liguid Capital

Eastern Mediterranean Maritime Ltd. 42,142,87 -- 11,630.59
Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Euro Amount Ship Name
18 ©4.668.75 MV Sea Guargian

219033 2018-08-14 2018-0%-12 10048 13,689.98 13,58¢
219132 2019-06-15  2019-09-13 7 7,528.07 533800 MV Sirina
G,2040.723 £5,543.00 NV Pretty lady

219137 2019-07-08  2019-09-13 4 5,264,
219216 2019-10-24 2015-11-08 10053 11 630 5% 11,630.58 8,205.00 MT Hydra
29,754.75

Jonattran Brndley UPA CA
Liquid Capital Advance Corp.
Tel 416.727-4521

Toll Free: 1-800-778-0133

Fax: 283201-0178

LIQUID
CAPITAL

FINANTING SULCTRES

Iywadenon wish o reosiee Do ars cormmernt dl sinctronic yameages from Ling 4 Oapad, pleace repty w o ool ged irp e "REMOVE? mm the g no H
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3 LIQUID
ﬁ“}p' T{:\ Jeonathan Brindley <jonathan brindley @myliquidcapital.com>

SRR Y LINDE - o

Re: Avin pymt rec'd

1 message
Brian Gunning <briangunning1@gmait.com> Fri, Feb 14, 2020 at 10:26 AM

To: Pia Banister <pia.banister@myliquidcapital.com=>
Cc: Jonathan Brindley <jbrindley@liquidcapitalcorp.com>, Reuben Byrd <rhyrd@versitecmarine.com:

Pia,
Thanks for the information. | still have 2 questions.

1. Batch 159 shows collection of $22,004.96 on the Client Activity Statement on Qctober 1, 2019 but the screenshot
shows Client Collections of 13,943.20. Is there another paymentincluded in the $22,004.967

2. There is no invoice or customer reference on the screenshot. Am {to assume the 13,943.20 is the Avin payment of
9638.607

Brian

Hi Brian
Attached is the screen shot showing the Avin pymt on Oct1 - batch #159

I was mistaken - the pymt came in with the Sia RIX payment but the Avin funds were allocated to pay Eastem Med
219035 with the balance going to reserves. I've attached the document showing the application.

Thanks
Pia

Pia Banister CPA, CMA

Liquid Capital Advance Corp.

Mobile: (416) 8922414

Email: pbanister@tiquidcapialoon: com

Website: www liquidcapitaladvancecarp com



This is Exhibit “C” referred to in the Affidavit of Jonathan Brindley
sworn by Jonathan Brindley of the City of Mississauga, in the
Regional Municipality of Peel, before me at the City of Toronto, in
the Province of Ontario, on November 18, 2021 in accordance with
O. Reg. 431/20, Administering Oath or Declaration Remotely.

S. Thom

Commissioner for Taking Affidavits (or as may be)

STEWART THOM
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Minutes of Settlement

Between:

David Swindells
(the “Plaintiff”)
- and-
1635536 Ontario Inc.
(the “Corporate Defendant”)
- and-
David Taylor

(the “Individual Defendant”)

WHEREAS the Plaintiff had been employed with the Corporate Defendant but as terminated from his
employment resulting in action CV-19-00058937-0000 being filed in the Superior Court of Justice (the
“Action”).

AND WHEREAS the parties are desirous of resolving all matters raised in the Action.
The parties agree to fully and finally resolve all matters between them as follows:

1. The Corporate Defendant shall provide payment to the Plaintiff of $6,000 plus HST directly to the
Plaintiff's counsel Chown Cairns LLP in instalments on account of 51,356, The instalment planis
as follows:

on October 30, 2020;

on November 30, 2020;
on December 31, 2020;
onJanuary 29, 2021; and
on February 26, 2020.

® a0 oo

2. The Corporate Defendant will provide a mutually agreeable letter of reference.

3. The Individual Defendant shall provide full payment of the mediation fees directly to the mediator
Lisa Feld.

4. The Parties on consent shall each file a Notice of Discontinuance With Prejudice following the final
disbursement of the proceeds of settlement.

360
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5. The parties shall execute a Mutual Release to follow. The payments under enumerated
paragraphs 1 above is conditional upon the Plaintiff executin

g and returning an original copy of
the Mutual Release to the Defendants’ Counsel.

Dated this 22" day of September, 2020.

The Corporate Defendant per:

300
Reuben Byrd
V> N
Q’i.

David Taylor

vid Swindells




This is Exhibit “D” referred to in the Affidavit of Jonathan Brindley
sworn by Jonathan Brindley of the City of Mississauga, in the
Regional Municipality of Peel, before me at the City of Toronto, in
the Province of Ontario, on November 18, 2021 in accordance with
O. Reg. 431/20, Administering Oath or Declaration Remotely.

S. Thom

Commissioner for Taking Affidavits (or as may be)

STEWART THOM
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Minutes of Settlement

Between:

David Carpenter
(the “Plaintiff”)
- and-
1635536 Ontario Inc.
(the “Corporate Defendant”)
- and-
David Taylor

(the “Individual Defendant”)

WHEREAS the Plaintiff had been employed with the Corporate Defendant was terminated from his
employment resulting in action CV-19-00058936-0000 being filed in the Superior Court of Justice (the
“Action”).

AND WHEREAS the parties are desirous of resolving all matters raised in the Action.
The parties agree to fully and finally resolve all matters between them as follows:

1. The Corporate Defendant shall provide payment to the Plaintiff of $37,000 in instalments on
account of his credit card debt under his CIBC Aventura World Elite Mastercard, Account No. 5411
4202 1122 5653. The instalment plan is as follows:

$2,500 on September 30, 2020;
$6,000 on October 30, 2020;
$7,500 on November 30, 2020;
$7,500 on December 31, 2020;
$7,500 on January 29, 2021; and
$6,000 on February 26, 2021.

e A

2. The Corporate Defendant will pay to the Plaintiff $5,000 in general damages in equal installments
of $1,000 commencing on October 30, 2020 and ending on February 26, 2021 (i.e., the times set
out in enumerated subparagraphs 1(b) to (f) above.

3. The Corporate Defendant shall provide payment directly to the Plaintiff's counsel Chown Cairns
LLP $7,500 plus HST on account of legal fees in equal installments of $1,695.00. commencing on

October 30, 2020 and ending on February 26, 2021 (i.e., the times set out in enumerated
subparagraphs 1(b) to (f) above.
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4. The Corporate Defendant will provide a mutually agreeable letter of reference.

5. The Individual Defendant shall provide fuil payment of the mediation fees directly to the mediator
Lisa Feld. ‘

6. The parties shall execute a Mutual Release to follow. The payments under enumerated
paragraphs 1 to 3 above are conditional upon the Plaintiff executing and returning an original
copy of the Mutual Release to the Defendants’ Counsel.

7. ltis understood nothing in said Release shall impair any of Carpenter’s rights as a shareholder.

8. The Individual Defendant shall make his best efforts to withdraw the FOI request and shall not
take fresh steps to pursue the NRP Incident report 59229.

9. The Parties on consent shall each file a Notice of Discontinuance With Prejudice following the final
disbursement of the proceeds of settlement. ’

Dated this 22™ day of September, 2020.

The Corporate Defendant per:

Reuben Byrd
= Va2
David Taylor d/

| h“A!Q.Q (é{) S " )

David Carpenter




This is Exhibit “E” referred to in the Affidavit of Jonathan Brindley
sworn by Jonathan Brindley of the City of Mississauga, in the
Regional Municipality of Peel, before me at the City of Toronto, in
the Province of Ontario, on November 18, 2021 in accordance with
O. Reg. 431/20, Administering Oath or Declaration Remotely.

S. Thom

Commissioner for Taking Affidavits (or as may be)

STEWART THOM
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

CONNEAUT CREEK SHIP REPAIR, INC.,
Plaintiff, CASE NO. 1:20-CV-03435-RA
VS.
VERSITEC MARINE SERVICES, INC.,
d/b/a VERSITEC MARINE & INDUSTRIAL,

Defendant.

SETTLEMENT AGREEMENT AND RELEASE

THIS SETTLEMENT AGREEMENT AND RELEASE (the “Agreement”) is made and
entered into between Conneaut Creek Ship Repair, Inc. (“Conneaut Creek”); 1635536 Ontario
Inc., operating as Versitec Marine & Industrial (“Versitec™); Versitec Marine Services, Inc.
(“Versitec Marine”); and Versitec’s court-appointed receiver Morgan & Partners, Inc. (the
“Receiver,”) (collectively with Versitec and Versitec Marine the “Versitec Parties”). Conneaut
Creek, Versitec, Versitec Marine, and the Receiver shall each be referred to as a “Party” and
collectively be referred to as the “Parties.”

RECITALS

WHEREAS, on May 1, 2020, Conneaut Creek filed a lawsuit against Versitec in the United
States District Court for the Southern District of New York, Case No. 20-cv-03435-RA alleging
breach of contract, account stated, and unjust enrichment, pursuant to which Conneaut Creek
compensatory damages, and costs and expenses, including attorneys’ fees (the “Action”).
Conneaut Creek subsequently amended its complaint to include Versitec Marine.

WHEREAS, the Versitec Parties deny Conneaut Creek’s allegations in their entirety;

WHEREAS, the Parties hereto agree that, in order to avoid the costs and disruption
associated with litigation of the Action, it would be advantageous to settle their disputes, including
the Action and any and all other claims asserted, or which could have been asserted, in the Action
or in any other action(s), on the terms and conditions set forth herein;

NOW, THEREFORE, for and in consideration of the mutual covenants set forth herein and
other good and valuable consideration, the receipt, adequacy, and sufficiency of which are hereby
acknowledged, and intending to by legally bound hereby, the Parties agree as follows:
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1. Recitals. The Parties agree, acknowledge, warrant and represent that the above
recitals are true and correct and are incorporated herein by this reference.

2. Dismissal of Action With Prejudice. Within seven (7) days of the receipt of the
Settlement Sum in full, Conneaut Creek shall cause to be filed in the Action a Notice of Dismissal
With Prejudice in the form attached hereto as Exhibit A (the “Notice of Dismissal With
Prejudice”).

3. Settlement Payment. The Versitec Parties shall pay or cause to be paid to
Conneaut Creek the total sum of seventy thousand U.S. dollars and no cents ($70,000.00 USD)
(the “Settlement Sum™) as set forth in the following schedule:

* Onor before August 15, 2020, the Versitec Parties shall deliver to Conneaut
Creek’s counsel’s trust account twenty thousand U.S. dollars and no cents
($20,000.00 USD);

¢ On or before September 15, 2020, the Versitec Parties shall deliver to Conneaut
Creek’s counsel’s trust account #hitty-a minimum of twenty thousand U.S. dollars and
no cents ($230,000.00 USD); and

¢ On or before October 15, 2020, the Versitec Parties shall dellver to Conneaut
Creddsoounsel strutaccountgsestyioiomaincbrofieSakneniSundsess:

Payments of the Settlement Sum shall be made payable to “Homer Bonner Jacobs Ortiz, P.A. Trust
Account” and shall be delivered to Homer Bonner Jacobs Ortiz, P.A., 1200 Four Seasons Tower,
1441 Brickell Avenue, Miami, Florida 33131. Conneaut Creek represents, warrants, agrees, and
acknowledges that the Settlement Sum and the Versitec Parties’ other covenants contained herein
are good, valuable, and adequate consideration for the release and the other covenants contained
herein.

4. Conneaut Creek’s Waiver And Release Of The Versitec Parties. Upon_full
payment ol the Settlementt Sum, Conneaut Creek, hereba-shall forever releases and discharges the
Versitec Parties and each of their assigns, heirs, successors and predecessors in interest, employees
and former employees, directors, officers, members, partners, associates, parent companies,
subsidiary companies, affiliate and related companies, affiliates, agents, attorneys, insurers, and
shareholders and investors in interest, of and from any and all actions of any nature, suits, claims,
extra-contractual claims, claims for fraud, claims for bad faith, unfair claims handling practices,
claims for subrogation, contracts, demands, fees, costs, expenses, losses, damages, liabilities or
causes of action, whether in law or equity, known or unknown, accrued and unaccrued, based
upon, or arising out of the Action, that were or could have been asserted in the Action or that may

arise from, or relate to, the subject matter of the Action; providing that nothing herein shall be .

deemed to be a release of any obligations under this Agreement.

5. The Versitec Parties” Waiver And Release Of Conneaut Creek. The Versitec
Parties, for themselves and their successors, assigns and affiliates, hereby forever release and
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discharge Conneaut Creek and its assigns, heirs, successors and predecessors in interest,
employees and former employees, directors, officers, members, pariners, associates, parent
companies, subsidiary companies, affiliate and related companies, affiliates, agents, attorneys,
insurers, and shareholders and investors in interest, of and from any and all actions of any nature,
suits, claims, extra-contractual claims, claims for fraud, claims for bad faith, contracts, demands,
fees, costs, expenses, losses, damages, liabilities or causes of action, whether in law or equity,
known or unknown, accrued and unaccrued, based upon, or arising out of the Action, that were or
could have been asserted in Action or that may arise from, or relate to, the subject matter of the
Action; provided that nothing herein shall be deemed release of any obligations under this
Agreement.

6. No Litigation. Conneaut Creek warrants and represent that it has not filed, directly
or indirectly, nor caused to be filed and will not file or cause to be filed, any other legal proceeding
whatsoever in any state or federal court or in arbitration or any administrative proceeding with any
local, state or federal agency having jurisdiction, raising any claims settled, resolved or released
by this Agreement. Conneaut Creek covenants that neither it, nor any of its agents, successors,
assigns, heirs, executors, personal representatives and trustees, will commence, prosecute, or cause
to be commenced or prosecuted, against the Versitec Parties any action or other proceedings based
upon any claims, demands, causes of action, obligations, damages, or liabilities which are being
settled, resolved or released by this Agreement, nor will Conneaut Creek seek to challenge the
validity of this Agreement, or any part thereof, in any way. Conneaut creek shall hold the Versitec
Parties harmless from and against any and all claims for damages, judgments, court costs,
attorneys’ fees, or expenses asserted against the Versitec Parties as a result of or in connection
with any proceeding brought contrary to this paragraph. Further, the Versitec Parties warrant and
represent that none of them has filed, directly or indirectly, has caused to be filed and will file or
cause to be filed, any legal proceeding whatsoever in any state or federal court or in arbitration or
any administrative proceeding with any local, state or federal agency having jurisdiction, raising
any claims settled, resolved or released by this Agreement. The Versitec Parties covenant that
none of them, or any of their agents, successors, assigns, heirs, executors, personal representatives
and trustees, will commence, prosecute, or cause to be commenced or prosecuted, against the
Conneaut Creek its assigns, heirs, successors and predecessors in interest, employees and former
employees, directors, officers, members, partners, associates, parent companies, subsidiary

companies, affiliate and related companies, affiliates, agents, attorneys, insurers, and shareholders

and investors in interest, any action or other proceedings based upon any claims, demands, causes
of action, obligations, damages, or liabilities which are being settled, resolved or released by this
Agreement, nor will any of the Versitec Parties seek to challenge the validity of this Agreement,
or any part thereof, in any way. The Versitec Parties shall hold Conneaut Creek harmless from
and against any and all claims for damages, judgments, court costs, attorneys’ fees, or expenses
asserted against Conneaut Creek as a result of or in connection with any proceeding brought
contrary to this paragraph.

7. Warranty Of No Assignment. Assignment of this Agreement or any rights or
obligations hereunder is prohibited without the prior written consent of the opposing Party/ies and
any attempt by any Party to assign this Agreement without such consent shall be void ab initio.
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8. Entire Agreement. This Agreement constitutes a single, fully-integrated contract
expressing and representing the entire agreement and understanding of the Parties as of the date of
execution hereof with respect to the subject matter hereof, and supersedes all prior and
contemporaneous oral and written agreements, negotiations, discussions, understandings,
representations, statements, and writings between the Parties relating thereto and with respect to
the subject matter hereof. No other promises or agreements shall be binding or shall modify this
Agreement unless signed by the Parties hereto.

9. Notices. Any notices required by or given in connection with this Agreement shall
be made in writing by both email and postage prepaid registered mail, certified mail or private
carrier providing a return receipt to the addresses set forth below:

If to Conneaut Creek:.

Adam Schwartz

Homer Bonner Jacobs Ortiz, P.A.
1200 Four Seasons Tower

1441 Brickell Avenue

Miami, Florida 33131
aschwartzézhomerbonner.com

If to Versitec:

Michael . Valente

Scarfone Hawking LLP

One James Sireet South, 14™ Floor
Hamilton, ON L8P 4R35

Canada
myalente

If to Versitec Marine:

Michael J. Valenie

Scarfone Hawkins LLP

One James Sireet South. 14® Floor
Hamilton, ON L.8P 4R3

Canada
myalente:

shlaw.ca

If to the Receiver:

John Morgan

Morgan & Partners Inc.

4 Cedar Pointe Drive, Unit J2
Barrie, ON L4N 5R7
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Canada
jochnmorgan.morgantrusiess.com

10.  No Admissions, Collateral Estoppel, Or Prevailing Party Effect. It is expressly
understood, acknowledged and agreed by the Parties that nothing in this Agreement or any related
act or document constitutes an admission, declaration, or other evidence of the rights or liabilities
of the Parties or any person or entity, except with respect to the contractual duties and stipulations
provided in this Agreement itself. Neither this Agreement nor any action or document taken to
carry out this Agreement: (a) shall be construed as or deemed to be evidence or an acknowledgment
of any presumption, inference, concession, or admission on any point of fact or law, or any
liability, fault, omission, or other wrongful act whatsoever; (b) shall be offered or received as
evidence in any litigation or proceeding whatsoever of any presumption, inference, concession, or
admission of any liability, fault, omission, or other wrongful act whatsoever; or (c) shall be offered
or received as evidence in any action or proceeding whatsoever other than such proceeding by the
Parties hereto as may be necessary to enforce the provisions of this Agreement.

11.  Understanding Of Agreement. The Parties represent and warrant that they
{a) have carefully read this entire Agreement; (b) fully understand the terms, conditions, and
significance of this Agreement; (c) have had sufficient time to consider this Settlement
Agreement before executing it; (d) have had a full opportunity to review and consult with
their respective attorneys regarding this Agreement and have done so; (e) have executed
this Agreement voluntarily, knowingly, and with the advice of their respective attorneys; (f)
that in signing this Agreement the Parties represent and acknowledge that no
representations, inducements, promises or agreements, oral or otherwise, have been made
by any Party hereto; (g) have not relied upon any oral or written statement or omission
made by any person other than those statements expressly set forth in this Agreement; and
(h) thatthey believe there are no other facts or representation that would, if known, change
the Parties’ decision to enter into the Agreement.

12.  Censtruction. Any controversy regarding the construction of this Agreement shall
be decided neutrally, in light of its conciliatory purpose, not in favor of or against any Party, and
without regard to the events of authorship or negotiation.

13.  Counterparts. This Agreement may be executed by the Parties hereto in separate - -

counterparts and/or by facsimile, each of which when so executed and delivered shall be deemed
an original copy that is binding and enforceable, but all such counterparts shall together constitute
but one and the same instrument.

14.  Applicable Law and Venue. This Agreement shall be governed by and interpreted
in accordance with the laws of the State of New York, without regard to conflicts of laws
provisions. The Parties agree that the district court for the Southern District of New York shall
retain jurisdiction to resolve any disputes arising or relating to this Agreement and to enforce the
terms of the Agreement. To be clear, for any disputes arising out of or relating to this Agreement,
the Parties consent to the exclusive jurisdiction of a court of competent jurisdiction located in New
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York County, New York, and that the exclusive venue for such a dispute is in New York County,
New York.

15.  Taxes. Any tax liability, if any, incurred by Conneaut Creek resulting from or in
connection with this Agreement or the Settlement Sum shall be the sole responsibility of Conneaut
Creek.

16. Authority To Execute. The signatories to this Agreement represent and warrant that
they have the authority to bind the respective parties identified below to the terms of this
Agreement.

IN WITNESS WHEREOF, this Agreement is made and entered into as of the date this

Agreement is executed by all Parties below.

[signature page to follow]
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CONNEAUT CREEK:

Conneaut Creek Ship Repair, Inc.

By: Date:

THE VERSITEC PARTIES:

1635536 Ontario Inc.

By: Date:

Versitec Marine Services, Inc.

By: Date:

Morgan & Partners, Inc.
By: W Date: f !y‘ﬁ 4'0 w)o
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Notice of Dismissal With Prejudice



UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

CONNEAUT CREEK SHIP REPAIR, INC.,
Plaintiff,

VS,

VERSITEC MARINE & INDUSTRIAL,

Defendant.

CASE NO. 1:20-CV-03435-RA

NOTICE OF DISMISSAL WITH PREJUDICE

Pursuant to Federal Rule of Civil Procedure 41(a)(1)(A)(i), Plaintiff Conneaut Creek Ship

Repair, Inc., by and through its undersigned counsel, hereby dismisses the above-captioned action

with prejudice.

Dated: October  , 2020.

Adam L. Schwartz

Homer Bonner Jacobs Ortiz, P.A.
1200 Four Seasons Tower

1441 Brickell Avenue

Miami, Florida 33131

(305) 350-5116
aschwartz@homerbonner.com
Counsel for Plaintiffs
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This is Exhibit “F” referred to in the Affidavit of Jonathan Brindley
sworn by Jonathan Brindley of the City of Mississauga, in the
Regional Municipality of Peel, before me at the City of Toronto, in
the Province of Ontario, on November 18, 2021 in accordance with
O. Reg. 431/20, Administering Oath or Declaration Remotely.

S. Thom

Commissioner for Taking Affidavits (or as may be)

STEWART THOM
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Josset-Patricia Johnson

From: Calvin Ho <cho@laishleyreed.com>

Sent: February 11, 2021 8:55 PM

To: Stewart Thom

Cc: John Morgan

Subject: RE: Versitec Receivership arrangements with receiver re approval of activities

This is an external email.

The revised version is acceptable to John Morgan.

Calvin J. Ho
Laishley|Reed LLP

3 Church Street, Suite 505
Toronto, ON M5E 1M2
Tel: 416.981.9430

Fax: 416.981.0060
www.laishleyreed.com

b% Please do not print this e-mail unless you really need to - think green!

This communication, including any attachments, is strictly privileged and confidential, may be subject to copyright, and is intended to be read only by the parties to
whom it is addressed. If you have received this communication in error, please advise the sender by response email and destroy all copies of this communication
immediately following. Any unauthorized use or disclosure of this email, including any attachments, is prohibited.

From: Stewart Thom <sthom@torkinmanes.com>

Sent: February 11, 2021 8:17 PM

To: Calvin Ho <cho@laishleyreed.com>

Subject: Re: Versitec Receivership arrangements with receiver re approval of activities

REVISED LANGUAGE BELOW

The Receiver, Morgan and Partners Inc. (“MPI”) and the senior secured creditor, Liquid Capital Exchange Corp. (“LCX”)
have agreed as follows and consent to the below:

e Notwithstanding the approval of any conduct or activities of the Receiver, it is understood, consented to and
agreed that such approval is not intended to, nor understood to, and will not preclude LCX from taking any
action or requesting any relief in connection with any objection LCX may have as to the appropriateness of:

o0 Any of the Receiver’s activities not specifically set out in the First Report;
0 Any payments made by the Debtors, authorized by the Receiver or made by the Receiver in connection
with, or during the period of, MPI’s appointment as Receiver of the Debtors, regardless of whether



89
these were incurred in relation to approved activities or activities which have not been approved by the
Court;
0 Any fees or expenses claimed by MPI as being recoverable by MPI pursuant to the Receiver’s Charge
regardless of whether these were incurred in connection with approved activities or in connection with
activities which have not been approved by the Court;

e Ifany (a) fees or expenses incurred by MPI or (b) payments as above, are determined by agreement between
LCX and MPI, or by a determination of the Court, to be without legal justification or otherwise inappropriate
(“Impugned Amounts”):

o the fees and expenses of MPI otherwise recoverable pursuant to the Receiver’s Charge shall be reduced
in an amount corresponding to the Impugned Amounts; and

o0 inthe event the forgoing does not rectify any loss that LCX suffered as a result of the activities leading
to the Impugned Amount, LCX may seek any other legal recourse against MPI as appropriate to recover
any corresponding loss to LCX in the maximum amount of the determined or agreed upon Impugned
Amounts, less any reduction to approved fees of MPI applied to offset same.

e None of the foregoing shall be interpreted as an admission of liability of the part of MPI or an admission that
any fees or payments as above were made inappropriately or without legal justification. MPI reserves it’s rights
to defend such allegations on the merits, but shall not assert any defence of res judicata, abuse of process or
collateral attack in such case.

Sent from my iPhone

On Feb 11, 2021, at 4:30 PM, Stewart Thom <sthom@torkinmanes.com> wrote:

Calvin,
Additionally, please respond and confirm the receiver’s consent and agreement to the below.

The Receiver, Morgan and Partners Inc. (“MPI”) and the senior secured creditor, Liquid Capital Exchange
Corp. (“LCX”) have agreed as follows and consent to the below:

e Notwithstanding the approval of any conduct or activities of the Receiver, it is understood,
consented to and agreed that such approval is not intended to, nor understood to, and will not
preclude LCX from taking any action or requesting any relief in connection with any objection
LCX may have as to the appropriateness of:

0 Any of the Receiver’s activities not specifically set out in the First Report;

0 Any payments made by the Debtors, authorized by the Receiver or made by the
Receiver in connection with, or during the period of, MPI’s appointment as Receiver of
the Debtors, regardless of whether these were incurred in relation to approved
activities or activities which have not been approved by the Court;

0 Any fees or expenses claimed by MPI as being recoverable by MPI pursuant to the
Receiver’s Charge regardless of whether these were incurred in connection with
approved activities or in connection with activities which have not been approved by
the Court;
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e Ifany (a) fees or expenses incurred by MPI or (b) payments as above, are determined by
agreement between LCX and MPI, or by a determination of the Court, to be without legal
justification or otherwise inappropriate (“Impugned Amounts”):

0 the fees and expenses of MPI otherwise recoverable pursuant to the Receiver’s Charge
shall be reduced in an amount corresponding to the Impugned Amounts; and

0 inthe event the forgoing does not rectify any loss that LCX suffered as a result of the
activities leading to the Impugned Amount, LCX may seek any other legal recourse
against MPI as appropriate to recover any corresponding loss to LCX.

Stewart Thom

Tel: 416-777-5197

Fax: 1-877-689-3872
sthom@torkinmanes.com
VCard

Torkin Manes LLP

Barristers & Solicitors
Ranked the #1 Ontario Regional Law Firm by Canadian Lawyer

151 Yonge Street, Suite 1500
Toronto ON M5C 2W7
torkinmanes.com

An international member of Ally Law

This email message, and any attachments, is intended only for the named recipient(s) above and may contain content that is privileged, confidential
and/or exempt from disclosure under applicable law. If you have received this message in error, please notify the sender and delete this email message.
Thank you.

Disclaimer

The information contained in this communication from the sender is confidential. It is intended solely for use by the recipient and
others authorized to receive it. If you are not the recipient, you are hereby notified that any disclosure, copying, distribution or
taking action in relation of the contents of this information is strictly prohibited and may be unlawful.

This email has been scanned for viruses and malware, and may have been automatically archived by Mimecast Ltd, an innovator in
Software as a Service (SaaS) for business. Providing a safer and more useful place for your human generated data. Specializing
in; Security, archiving and compliance. To find out more Click Here.



This is Exhibit “G” referred to in the Affidavit of Jonathan Brindley
sworn by Jonathan Brindley of the City of Mississauga, in the
Regional Municipality of Peel, before me at the City of Toronto, in
the Province of Ontario, on November 18, 2021 in accordance with
O. Reg. 431/20, Administering Oath or Declaration Remotely.

S. Thom

Commissioner for Taking Affidavits (or as may be)

STEWART THOM
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Stewart Thom

From: Calvin Ho <cho®@laishleyreed.com>

Sent: June 15,2021 2:51 PM

To: Stewart Thom

Subject: RE: Fee Agreement

Attachments: MP! Fee Agreement June 15 2021.revised4.docx

This is an external email.
Stewart,

Sorry, please use this one. | miss-spelled Florian in para 2(m). You can complete the LCX indebtedness amount for para.
1(b) - (1 highlighted what | thought was the number) as we talked about.

Thanks,

Calvin J. Ho
Laishley|Reed LLP

3 Church Street, Suite 505
Toronto, ON M5E 1M2
Tel: 416.981.9430

Fax: 416.981.0060
www.laishleyreed.com

b Piease do not print this e-mail uniess you really need to - think green!

This communication, including any attachments, is strictly privileged and confidential, may be subject to copyright, and is intended to be read only by the parties to
whom it is addressed. |f you have received this communication in error, please advise the sender by response email and destroy all copies of this communication
immediately following. Any unauthorized use or disclosure of this email, including any attachments, is prohibited.

From: Calvin Ho

Sent: June 15, 2021 2:41 PM

To: 'Stewart Thom' <sthom@torkinmanes.com>
Subject: RE: Fee Agreement

Ok, i have John’s agreement now to the Fee Agreement, as we have amended.
[ also filled out the numbers from John’s end. If you look at para. 2(m), it was $27,500 plus HST and also $5,000 which
was paid to Florian Meyer. As you may recall, Florian was LCX’s agent before John’s appointment, and his invoice to

John after just one or two visits to Versitec was over $14k, which was considered excessive, of which John paid him $5k.

For para. 1(b), l included the LCX indebtedness amount as at October 19, 2020 which was what was in John’s report — |
completed the next date blank going forward as October 20, 2020 unless you say otherwise.

if you can complete from your end, then we can aim to have this signed by tomorrow morning (John is at a doctor’s
appt this afternoon). 1am around this aft if you want to discuss.
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Thanks,

Calvin J. Ho
Laishley|Reed LLP

3 Church Street, Suite 505
Toronto, ON M5E 1M2
Tel: 416.981.9430

Fax: 416.981.0060
www.laishleyreed.com

@,% Please do not print this e-mail unless you really need to - think green!

This communication, including any attachments, is strictly privileged and confidential, may be subject to copyright, and is intended to be read only by the parties to
whom it is addressed. If you have received this communication in error, please advise the sender by response email and destroy all copies of this communication
immediately following. Any unauthorized use or disclosure of this email, including any attachments, is prohibited.

From: Stewart Thom <sthom@torkinmanes.com>
Sent: June 15, 2021 11:44 AM

To: Calvin Ho <cho@laishleyreed.com>

Subject: Re: Fee Agreement

Totally fine with that

Sent from my iPhone

On jun 15, 2021, at 11:40 AM, Calvin Ho <cho®@Ilaishleyreed.com> wrote:

This is an external email.

(k) MP1 agrees and undertakes that, at the request of LCX, MP] will provide reasonable cooperation
of an administrative nature to LCX as reasonably required for the prosecution of the Guarantor
Proceedings or and claims for damages which LCX may hereafter commence or continue against
Versitec or as an assignee of any claims of Versitec;

From: Stewart Thom <sthom@torkinmanes.com>
Sent: June 15,2021 11:36 AM

To: Calvin Ho <cho@laishleyreed.com>

Subject: Re: Fee Agreement

My phone isn’t picking it up in the doc. Can you cut and paste the new language into an email?

Sent from my iPhone

On Jun 15, 2021, at 11:21 AM, Calvin Ho <cho@]laishleyreed.com> wrote:

This is an external email.
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This is what | am prepared to recommend to John, as discussed.

Calvin J. Ho
Laishley|Reed LLP

3 Church Street, Suite 505
Toronto, ON M5E 1M2
Tel: 416.981.9430

Fax: 416.981.0060
www.laishleyreed.com

g Please do not print this e-mail uniess you really need to - think green!

This communication, including any attachments, is strictly privileged and confidential, may be subject to copyright, and is
intended to be read only by the parties to whom it is addressed. If you have received this communication in error, please
advise the sender by response email and destroy all copies of this communication immediately following. Any
unauthorized use or disclosure of this email, including any attachments, is prohibited.

From: Stewart Thom <sthom@torkinmanes.com>
Sent: June 15, 2021 11:14 AM

To: Calvin Ho <cho@laishleyreed.com>

Subject: Fee Agreement

Stewart Thom

Tel: 416-777-5197

Fax: 1-877-689-3872

sthom@iorkinmanes. com
;

Torkin Manes LILP

Barristers & Solicitors

151 Yonge Street, Suite 1500
Toronto ON M5C 2W7
forkinmanes.com

An international member of Ally Law

This email message, and any attachments, is intended only for the named recipient(s) above and may contain content that is privileged, ¢
and/or exempt from disclosure under applicable law. If you have received this message in error, please notify the sender and delete this e
Thank you.
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Stewart Thom

From: Calvin Ho <cho@laishleyreed.com>

Sent: June 16, 2021 9:54 AM

To: Stewart Thom

Subject: Versitec - Agreement re: Fees

Attachments: versitec agreement respecting fees_2021_06_16_09_28_53_457.pdf

This is an external email.
Stewart,
Attached is the signed execution copy of the Agreement Respecting Fees.

Please send me a signed copy from LCX, thanks.

Calvin J. Ho
Laishley|Reed LLP

3 Church Street, Suite 505
Toronto, ON M5E 1M2
Tel: 416.981.9430

Fax: 416.981.0060

wwiw laishleyreed.com

ﬁ Please do not print this e-mait unless you really need to - think green!

This communication, including any attachments, is strictly privileged and confidential, may be subject to copyright, and is intended to be read only by the parties to
whom it is addressed. If you have received this communication in error, please advise the sender by response email and destroy all capies of this communication
immediately following. Any unauthorized use or disclosure of this email, including any attachments, is prohibited.



394

97

Stewart Thom

From: Jonathan Brindley <jbrindley@liquidcapitalcorp.com>

Sent: June 16, 2021 10:24 AM

To: Stewart Thom

Cc: Liliana Rizopulos; Robert Thompson-So

Subject: Re: FW: Versitec - Agreement re: Fees

Attachments: MPI + LCX Fees Settlement Agreent 15-6-2021 Signed JB+JM_000221.pdf

This is an external email.

Hi Stewart
Fully executed John Morgan + LCX fees agreement

Regards

fonathan Brindley CPA CA
Liquid Capital Advance Corp.
Tel: 416-727-4521

Toll Free: 1-800-778-0133
Fax: 2838-201-0178

Email: jbrindley@liguidcapitalcorp.com
www liquidcapitaladvancecorp.com

ivou do notwish to receive future commercial electronic messages from Liquid Capital. please repiy 1o this emat and type "REMOVE™ in the subject line

On Wed, Jun 16, 2021 at 10:03 AM Stewart Thom <sthom@torkinmanes.com> wrote:

Please see attached executed copy from John Morgan? Are we good to go on countersigning?

Stewart Thom
Tel: 416-777-5197
Fax: 1-877-689-3872

Torkin Manes LLP

Barristers & Soliciiors

This email message, and any attachments, is intended only for the named recipient(s) above and may contain content that is privileged, confidential
and/or exempt from disclosure under applicable law. If you have received this message in error, please notify the sender and delete this email message.
Thank you.

From: Calvin Ho <cho@!aishleyreed.com>
Sent: June 16, 2021 9:54 AM




This is Exhibit “H” referred to in the Affidavit of Jonathan Brindley
sworn by Jonathan Brindley of the City of Mississauga, in the
Regional Municipality of Peel, before me at the City of Toronto, in
the Province of Ontario, on November 18, 2021 in accordance with
O. Reg. 431/20, Administering Oath or Declaration Remotely.

S. Thom

Commissioner for Taking Affidavits (or as may be)

STEWART THOM
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This is Exhibit “I” referred to in the Affidavit of Jonathan Brindley
sworn by Jonathan Brindley of the City of Mississauga, in the
Regional Municipality of Peel, before me at the City of Toronto, in
the Province of Ontario, on November 18, 2021 in accordance with
O. Reg. 431/20, Administering Oath or Declaration Remotely.

S. Thom

Commissioner for Taking Affidavits (or as may be)

STEWART THOM
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Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
[COMMERCIAL LIST]

BETWEEN:

LIQUID CAPITAL EXCHANGE CORP.
Applicant

-and -

1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL, VERSITEC MARINE HOLDINGS
INC., VERSITEC MARINE USA INC., DAVID TAYLOR, REUBEN BYRD and DAVID CARPENTER

Respondents

IN THE MATTER OF AN APPLICATION PURSUANT TO SUBSECTION 243(1) OF THE
BANKRUTPCY AND INSOLVENCY ACT, R.S.C. 1985 c. B-3, AS AMENDED; AND
SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.0. 1990, c. C.43 AS AMENDED

FOURTH REPORT TO THE COURT
SUBMITTED BY BDO CANADA LIMITED
IN ITS CAPACITY AS SUBSTITUTE RECEIVER OF
1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL
and
VERSITEC MARINE USA INC.

NOVEMBER 18, 2021
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1.0 INTRODUCTION AND PURPOSE OF REPORT

Introduction

By way of an order of the Honourable Justice Koehnen of the Ontario Superior Court
of Justice (Commercial List) (the “Court”) dated February 12, 2021 (the
“Appointment Order”), BDO Canada Limited was appointed as the substitute
receiver (the “Receiver”), without security, of all the Property (as defined in the
Appointment Order) of 1635536 Ontario Inc. o/a Versitec Marine & Industrial
(“Versitec Canada’) and Versitec Marine USA Inc. (*“Versitec USA”, and collectively
“Versitec”). Attached as Appendix ““A” is copy of the Appointment Order.

Prior to the issuance of the Appointment Order, Versitec had been the subject of a
Court-appointed receivership pursuant to the Order of the Honourable Justice
Gilmore dated March 9, 2020 wherein Morgan & Partners Inc. had acted as receiver
(the “Prior Receiver”) until being substituted pursuant to the Appointment Order
(the “Substitution”).

These receivership proceedings were initiated by Versitec’s senior secured creditor,
Liquid Capital Exchange Corp. (“LCX”).

The Prior Receiver issued one report in these proceedings dated February 5, 2021
(the “Prior Receiver’s Report”) to summarize and seek approval of limited
activities of the Prior Receiver and provide background in respect of the
substitution of the Prior Receiver. A copy of the Prior Receiver’s Report is attached
to the Receiver’s Second Report as Appendix “B”.

The Receiver issued its first report dated February 9, 2021 (the “Preliminary
Report™) in these proceedings in support of the motion to approve the Receiver’s
proposed sale and investment solicitation process (the “SISP”). A copy of the
Preliminary Report (without appendices) is attached hereto as Appendix “B”. The
Appointment Order also authorized the Receiver to conduct the SISP.

The Receiver issued its second report dated April 23, 2021 (the “Second Report™)
in support of the motion to approve the asset purchase agreement (the “Crug APA™")
between the Receiver and Crug Ltd. (**Crug’) that resulted from the SISP. A copy
of the Second Report (without appendices) is attached hereto as Appendix “C™.

On May 4, 2021 the Court issued an Approval and Vesting Order (the “AVO”)
authorizing the Receiver to enter into the Crug APA and vesting in and to Crug all
of Versitec’s right, title and interest in the Purchased Assets (as defined in the Crug
APA) on closing of the subject transaction. A copy of the AVO is attached hereto as
Appendix “D™.

Additionally, on May 4, 2021 the Court issued an administrative approval order
approving the Receiver’s Second Report, the activities as described therein, and
sealing the two confidential appendices to the Second Report until completion of
the transaction contemplated in the Crug APA. A copy of the Administrative Order
is attached hereto as Appendix “E™.
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The Receiver issued its third report dated June 16, 2021 (the “Third Report”) in
support of the motion to, inter alia, approve the payment of an interim distribution
to LCX. A copy of the Third Report (without appendices) is attached hereto as
Appendix “F”.

1.1.100n June 22, 2021 the Court issued an Order (the “June 22" Order”) for

1.2

1.2.1

1.2.2

1.2.3

1.2.4

1.2.5

Administrative Relief approving the Third Report, the activities as described
therein, the professional fees of the Receiver and its legal counsel to May 31, 2021
and an interim distribution to LCX. A copy of the June 22" Order is attached hereto
as Appendix “G”.

Purpose of this Report

This report is the Receiver’s fourth report to the Court (the “Fourth Report™”) and
is filed in respect of a motion for an order:

Approving this Fourth Report and the actions of the Receiver described herein;

Approving the professional fees of the Receiver and its legal counsel, Loopstra
Nixon LLP (“Loopstra”) as detailed in the affidavits of Peter K. Crawley and Sarah
White, respectively;

Authorizing the Receiver to cause Versitec Canada to make an assignment in
bankruptcy, naming BDO Canada Limited as trustee in bankruptcy;

Approving the discharge of the Receiver from these proceedings, subject to
completion of the Final Activities (as defined herein); and

such other relief as this Honourable Court deems appropriate.

In preparing this Fourth Report, the Receiver has relied upon the Debtors’ books
and records, unaudited and draft financial information available, certain financial
information obtained from third parties, and discussions with various individuals
(collectively, the “Information”). The Receiver has not audited, or otherwise
attempted to verify the accuracy or completeness of the Information in a manner
that would wholly or partially comply with Canadian Auditing Standards (“CAS”)
pursuant to the Chartered Professional Accountants of Canada Handbook and,
accordingly the Receiver expresses no opinion or other form of assurance
contemplated under the CAS in respect of the Information.

This Fourth Report has been prepared for the use of this Court in respect of the
above-noted relief. This Fourth Report should not be relied upon for any other
purpose. The Receiver will not assume responsibility or liability for losses incurred
as a result of the circulation, publication, reproduction or use of this Fourth Report
contrary to the provisions of this paragraph.

All references to dollars are in Canadian currency unless otherwise noted.
In accordance with the Appointment Order, copies of unsealed materials and

prescribed notices delivered and/or filed in the receivership proceedings are
available on the Receiver’s case website at www.extranets.bdo.ca/versitecmarine.

4
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2.0 RECEIVER’S ACTIVITIES

Introduction

This Section is intended to provide the Court with a summary of the Receiver’s
activities since the issuance of the June 22" Order.

Distribution to Canada Revenue Agency

As reported in the Third Report, Canada Revenue Agency (“CRA”) had indicated to
the Receiver that it’s claim for unremitted source deductions (the “CRA Deemed
Trust Amount”) was $65,428.90. CRA issued an amended claim letter on July 22,
2021 to the Receiver wherein the CRA Deemed Trust Amount was revised to
$145,674.97 (the “Revised CRA Deemed Trust Amount”). The reason for the
increase was that the 2019 and 2020 pre-receivership T4 assessments appear to not
have been factored into the initial figure provided by CRA. The Receiver has
reviewed CRA’s calculation in detail and has found no reason to dispute the Revised
CRA Deemed Trust Amount. In accordance with the June 22" Order, the Receiver
has paid the Revised CRA Deemed Trust Amount to CRA. A copy of the revised claim
letter is attached hereto as Appendix “H™.

CRA has also reassessed Versitec Canada’s H.S.T. account and levied an assessment
to reverse the input tax credits previously claimed in respect of the unpaid accounts
payable as at March 9, 2020. The amount of this priority claim is $18,559.80 (the
“HST Claim™). This amount remains unpaid.

LCX has advised that it intends to request an order authorizing the Receiver to cause
Versitec Canada to make an assignment in bankruptcy. LCX advised that the purpose
of this relief is two-fold: (i) to reverse the statutory deemed trust for H.S.T. in the
context of a significant shortfall on recoveries suffered by LCX; and, (ii) to allow
the trustee to access the provisions of the BIA empowering it to review prior
transactions.

In considering this request, the Receiver notes that:

(a) Versitec Canada is insolvent and has failed to - and continues to fail to - meet
its obligations as they come due:

(b) LCX would otherwise be entitled to make an application for a bankruptcy
order;

(c) the Courts have held that using a bankruptcy to reverse the HST deemed trust
is a valid basis for the same;

(d) Versitec Canada has no operations, employees, or assets; and
(e) a bankruptcy will not otherwise prejudice any other creditor of 234; and,

moreover, a trustee in bankruptcy has certain investigatory powers that may be
beneficial to all creditors.
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2.2.5 For the reasons above, the Receiver supports LCX’s request for an order authorizing

2.2.6

2.3

2.3.1

2.4

2.4.1

2.4.2

2.4.3

2.4.4

2.4.5

2.4.6

the Receiver to cause Versitec Canada to make an assignment in bankruptcy; and,
if such order is granted, shall appoint a trustee satisfactory to LCX (which for
greater certainty, may include BDO Canada Limited), once such trustee confirms to
the Receiver that it accepts the appointment.

In the event that Versitec Canada makes an assignment in bankruptcy, the HST
Claim will be unsecured and will not be paid in priority to LCX.

Distribution to LCX

The Receiver distributed the sum of USD$81,000 to LCX on June 23, 2021 in
accordance with the June 22" Order.

Obtaining U.S. Bank Statements

As reported by the Prior Receiver in the Prior Receiver’s Report, Versitec USA
maintained bank accounts at Bank of America (the “BOA Account”) and BB&T (the
“BB&T Account”) branches in Boca Raton, Florida. The Prior Receiver advised this
Court that customer payments continued to be received into the BOA Account after
March 9, 2020 and these funds were being swept into the BB&T Account to prevent
subordinate creditors from obtaining payments in priority to LCX.

The Receiver became aware that certain customer payments continued to be made
to the BOA Account on or around the time that the Receiver was appointed. The
Receiver put both Bank of America and BB&T on notice of its appointment and
requested that the accounts be frozen in an effort to obtain the funds. The
Receiver, directly and through counsel, requested statements from the US banks.
Bank of America and BB&T did not comply with the Receiver’s requests to freeze
the account, nor to provide statements.

The Receiver, with the assistance of the U.S. Court, obtained copies of bank
statements from Bank of America and BB&T for the period of these receivership
proceedings. The assistance of the U.S. Court was required as Bank of America and
BB&T would not recognize the Receiver’s status in the United States.

The Receiver brought an application (the “U.S. Application”) for an ex parte order
pursuant to 28 U.S.C.[1782 to conduct discovery for use in a foreign proceeding in
the United Stated District Court - Southern District of Florida on August 16, 2021.
The purpose of this was to obtain subpoenas to compel Bank of America and BB&T
to release bank statements to the Receiver.

The subpoenas were issued by the U.S. Court on September 18, 2021 but were
effectively delayed because of an objection filed by Reuben Byrd (“Mr. Byrd”) - a
respondent in these proceedings and the former CEO of Versitec and former
contractor with the Prior Receiver.

Mr. Byrd’s objection was vague and was dismissed when Mr. Byrd failed, in
response to a request form the presiding judge, to file materials to substantiate
his objection.
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2.4.7 Bank of America and BB&T then complied with the subpoenas and produced the
requested bank statements.

2.5 Review of Versitec USA Bank Transactions

2.5.1 The Receiver has reviewed the bank statements of the BOA Account and the BB&T
Account for the period March 9, 2020 to April 30, 2021.

2.5.2 The BB&T Account appears to have been opened on or about April 3, 2020 and used
until February 19, 2021. The Prior Receiver has stated that the BB&T Account was
“solely controlled by the (Prior) Receiver.™

2.5.3 The BOA Account was in use prior to March 9, 2020 and appeared to be used until
April 30, 2021.

2.5.4 Global Marine Engineering Inc. (“Global”) is a company believed to be owned and
operated Mr. Byrd, Versitec’s former chief executive officer.

2.5.5 Mr. Byrd had entered into a management consulting agreement with the Prior
Receiver in his personal capacity but issued invoices for his services through Global.

2.5.6 The Receiver has prepared a detailed analysis of the banking activity between
Versitec USA and Global during the period of these receivership proceedings. A
summary of this analysis is attached hereto as Appendix “I”’. The Receiver has
found that:

e A total of $1,127,020.91 USD was received from Versitec customers into the BOA
Account during the receivership proceedings;

e Numerous transactions took place in both the BOA Account and the BB&T Account
with Global. Transfers of funds were being made to and from Global on a regular
basis; and

e In summary, Global appears to be indebted to the Estate in the amount of
$293,122 USD.

e  Further payments of $170,741.59 were made to three creditors of Versitec USA
(the “Creditor Payees’) which may have been made to the prejudice of LCX.

2.5.7 The Receiver is not funded to pursue collection of the aforementioned amounts.
Moreover, given the shortfall suffered by LCX, LCX appears to be the only party
with an economic interest in potentially pursuing claims in respect of the transfer
of funds out of the BOA Account and BB&T Account.

2.5.8 Accordingly, the Receiver proposes to assign and transfer to LCX, any claim, right,
title and interest of the Debtors or the Receiver (if any), against any person, in
respect of or connected with the transfer of funds out of the BOA Account and BB&T
Account to Global and/or the Creditor Payees (as all claims being the “Outstanding
Claims”), on the condition that LCX account back to the Debtors or any trustee or

! Paragraph 28 of the Prior Receiver’s Report dated February 5, 2021
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administrator of the Debtors’ estate in respect of any recoveries receiver in excess
of the shortfall on its security.

2.6 Receipts & Disbursements

2.6.1 Attached hereto as Appendix “J” is the Receiver’s Interim Statement of Receipts
and Disbursements for the period February 12, 2021 to November 10, 2021. At this
time, the Receiver has a total of $59,967 CAD equivalent ($1,057 CAD and $48,905
USD) in its estate trust accounts.
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3.0 PROPOSED FINAL DISTRIBUTION

3.1 Introduction

3.1.1 The Receiver has provided information on the creditors of Versitec in its Third
Report.

3.1.2 At this time, the only secured creditors with entitlement to the remaining funds in
these receivership proceedings are the Receiver and its legal counsel, and LCX.

3.1.3 Canada Revenue Agency remains a priority creditor in respect of the H.S.T. Claim.
3.2 LCX
3.2.1 The amount owing to LCX and subject to security granted by Versitec in favour of
LCX (the “LCX Indebtedness”) as at June 16, 2021, as per the Third Report, was
$764,695.04.
3.2.2 LCX has received three (3) distributions in these proceedings thus far:
e  $50,000 CAD from the Prior Receiver on June 25, 2020
e $10,000 CAD from the Prior Receiver on August 4, 2020; and

e $81,000 USD from the Receiver on June 23, 2021.

A summary of the outstanding current balances is as follows:

Net Funds Penalty for Enforcement Total Balance
AC# Currency Emoloved funds Accrued Fees Costs (1) owin
ploy misdirected g
4322 CDN 255,319.88 24,471.00 135,110.14 89,179.93 $504,080.95
4821  US 28,224.77 2,953.00 32,390.38 63,568.15
4820U  US 79,405.50 14,449.00 58,875.03 152,729.53

Memo: FX rate US

to CDN $ 1.26 FX rate Nov 11 Total Stated in CDN $776,616.03
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3.3 Proposed Final Distribution

3.3.1 After providing for the unpaid professional fees of the Receiver and its legal counsel
to discharge, subject to Court approval, and causing Versitec Canada to make an
assignment in bankruptcy (assuming the Receiver is so authorized), the Receiver
will distribute remaining proceeds in its trust accounts to LCX as the June 22" Order
authorized the Receiver to make such further distributions to LCX.?

2 In the event that the bankruptcy of Versitec Canada is not authorized, the Receiver shall pay the HST Claim in
priority to the final distribution to LCX or hold funds on account of such claim pending further order of the Court.
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4.0 PROFESSIONAL FEES

4.1

4.1.1

4.1.2

4.1.3

4.1.4

Professional Fees of the Receiver and its legal counsel

As set out in the affidavit of Peter Crawley of BDO sworn November 18, 2021 and
attached hereto as Appendix “K”’, professional fees of the Receiver incurred from
June 1, 2021 to November 15, 2021 amount to 94.1 total hours, fees of $37,982.50
(at an average hourly rate of $403.64) (before H.S.T.), with a fee accrual not to
exceed $5,000, excluding taxes and disbursements, to complete the remaining
activities in its administration (the “Receiver Accrual’).

As set out in the affidavit of Sarah White of Loopstra sworn November 16, 2021 and
attached hereto as Appendix “L”, professional fees of the Receiver’s counsel
incurred from June 1, 2021 to October 12, 2021 amount to 44.9 total hours, fees of
$19,672.50 (at an average hourly rate of $438.14) and disbursements of $1,716.44
(before H.S.T.), with a free accrual not to exceed $5,000, excluding taxes and
disbursements, to assist the Receiver in with the remaining activities in its
administration (the “Loopstra Accrual”; and, together with the Receiver Accrual,
the “Fee Accrual”).

The Receiver has reviewed the accounts of Loopstra and believes them to be
appropriate and reasonable in the circumstances.

Accordingly, the Receiver respectfully requests that this Court approve the fees and
disbursements of the BDO and Loopstra.

11
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5.0 DISCHARGE OF
THE RECEIVER

51.1

5.1.2

The Receiver requests at this time that the Court approve the termination of these
Receivership Proceedings and the discharge of the Receiver, subject to the Receiver
completing the final remaining tasks related to the administration of this
Receivership (the “Final Activities”) and filing the Receiver’s Discharge Certificate
with this Honourable Court in accordance with the proposed Discharge Order.
The Final Activities that remain for the Receiver to complete are:

Recovery of any HST refunds in respect of the Receiver’s activities;

Attending to the payment of Court approved professional fees of the Receiver
and its legal counsel;

Subject to Court approval, causing Versitec Canada to make an assignment in
bankruptcy;

Subject to Court approval, completing the assignment of the Outstanding Claims
to LCX;

Payment of remaining residual funds to LCX;

Completing any statutory and administrative duties and filings required of the
Receiver; and

Completing steps necessary to terminate these Receivership Proceedings and the
discharge of the Receiver and matters ancillary thereto.

12
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6.0 CONCLUSION

6.1.1 For the reasons set out above, the Receiver respectfully requests that the Court
issue an order:

a)

b)

c)

d)

e)

approving this Fourth Report and the actions of the Receiver described
herein;

approving the professional fees and disbursements of the Receiver and its
legal counsel;

authorizing the Receiver to cause Versitec Canada to make an assignment
in bankruptcy;

upon completion of Final Activities and filing of the Receiver’s Discharge
Certificate, discharging the Receiver as Court-appointed receiver of
Versitec and releasing the Receiver from any and all liability; and

such other relief as this Court deems appropriate.

All of which is respectfully submitted this 18" day of November, 2021.

BDO CANADA LIMITED, solely in its capacity as Court-appointed Receiver of 1635536
Ontario Inc. o/a Versitec Marine & Industrial and Versitec Marine USA Inc. and not in its
corporate or personal capacity.

Per: Peter Crawley, MBA, CPA, CA, CIRP, LIT
Vice President
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This is Exhibit “J” referred to in the Affidavit of Jonathan Brindley
sworn by Jonathan Brindley of the City of Mississauga, in the
Regional Municipality of Peel, before me at the City of Toronto, in
the Province of Ontario, on November 18, 2021 in accordance with
O. Reg. 431/20, Administering Oath or Declaration Remotely.

S. Thom

Commissioner for Taking Affidavits (or as may be)

STEWART THOM
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Appendix "H"

In the Matter of the Receivership of Versitec Marine USA Inc.
Bank of America & BB&T Transactions with Global Marine, R.Byrd & Others

For the Period March 9, 2020 to April 30, 2021

+Amounts advanced by Global to Versitec
+Amounts due Global re: Reuben fees (12 mos)

subtotal
-direct payments to Global by VMI USA
-direct payments to Reuben by VMI USA
-direct payments to Reuben by MPI

subtotal

Net amounts received by Global/Reuben subordinate to LCX

Other debts allowed to be paid in priority to LCX
Kapitus Note 1
Bluevine Note 2
BOA Note 3

TOTAL

TOTAL Funds Withdrawn re: subordinate obligations

Notes:

1) Kapitus (Strategic) advanced $72,130.00 on Feb 28, 2020

$

340,440.00
184,000.00

524,440.00 A

775,177.00
37,600.00
4,785.00

817,562.00 B

293,122.00 | C=A-B

-$  26,933.00

-$ 78,750.33

-$  65,058.26

[ 170,74159 D
[463,863.59 | C+D

2) Bluevine advanced $99,985 on Feb 27, 2020. Transfers were made to Reuben Byrd and
Global Marine on Feb 28, 2020 in the amounts of $20,000 and $24,000 respectively.
3) It is believed that the BOA loan was taken by Versitec Marine USA Inc. to fund R.Byrd's
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LIQUID CAPITAL EXCHANGE CORP. -and- 1635536 ONTARIO INC. O/A VERSITEC MARINE &
INDUSTRIAL et al.
Applicant Respondents

Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

PROCEEDING COMMENCED AT
TORONTO

REPLY MOTION RECORD
(Returnable April 27, 2022)

TORKIN MANES LLP
Barristers & Solicitors

151 Yonge Street, Suite 1500
Toronto ON M5C 2W7

Stewart Thom (55695C)

sthom@torkinmanes.com

Tel:  416-777-5197

Lawyers for the Applicant, Liquid Capital Exchange Corp.

RCP-F 4C (September 1, 2020)
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MORGAN & PARTNERS INC.

4 CEDAR POINTE DRIVE, UNIT J-2
BARRIE, ON L4N 5R7

Tel: (705) 739-7003

Reuben Byrd

¢/o Global Marine Engineering

Fax: (705) 739-7119

INVOICE

January 11, 2022

Total

HST # 858473937

HST @13% ( non taxable supply to a foreign entity)

Invoice Number | Invoice Date Date Due
MPI-22-01 January 11, Payable Upon Receipt
2022
Description Amount
Professional services in regards to preparation of report re
personal guaranty judgement from
Our fee $21,600.00

419




420



WILLIAM M. SHARPE
wmsharpe@routelaw.ca
OF THE ONTARIO AND BRITISH COLUMBIA BARS
ANUMEET TOOR ASSOCIATE
anutoor@routelaw.ca

STE. 305, 40 WYNFORD DR. TORONTO ON M3C 1]5 CANADA 416 - 482-5321 FACSIMILE 416-322-2083

August 11, 2022
Danielle Glatt
Paliear Roland Rosenberg Rothestein LLP
155 Wellington St. West - 35" Floor
Toronto ONMS5V 3H1 By email danielle.glatt@paliereroland.com

Dear Ms. Glatt:

Re Morgan & Partners Inc. atd Liquid Capital Exchange Corp.
Commercial List CV- 20- 00637427 -OOCL

I act for John Morgan and Morgan & Partners Inc. (“MPI”) in this Application and
particularly in respect of the allegations made against my clients in the 25 April, 2022
Affidavit of Jonathan Brindley in reply to the 24™ November, 2021 Motion on behalf of
Liquid Capital Exchange Corp. (“LCX”) for summary judgement as against your client
Reuben Byrd (“Byrd”). I understand MPI was engaged by Reuben Byrd or your firm to
provide an expert report as to the state of accounts between LCX and the Versitec
Respondents as part of Byrd’s response to LCX’s summary judgement motion. John Morgan
prepared such report dated 8 January, 2022 as part of his 10 January 2022 Affidavit filed in
the motion.

As a result of our legal advice, for which solicitor-client privilege is claimed, John Morgan
and MPI now take the position that as former Receiver of the Versitec Respondents and as
the principal of that Receiver, our clients lack standing to provide expert opinion evidence
on behalf of Byrd, who is adverse at interest to LCX in this Motion and Application.

As a consequence, we request and require that John Morgan withdraw his 8 January, 2022
report, his 10 January 2022 affidavit and his 10 January, 2022 Acknowledgment of Expert’s
Duty as evidence in this Motion. For the avoidance of misunderstanding, this request for
withdrawal extends to the revised paragraph 5 of his 10 January, 2022 affidavit and the
revised Appendices “E” and “G” referred by you in your 8 April, 2022 letter to counsel for
LCX

Morgan & Partners have billed for their services in preparing John Morgan’s 10 January,
2022 affidavit. The bill has not been paid. In the context of this request, Morgan & Partners

421



2

withdraw their bill to Global Marine Engineering and will not be pursuing payment. John
Morgan and MPI reserve their rights to apply for payment for the analysis performed by them
preparatory to the 8 January, 2022 report as fees in the administration of the Receivership.

John Morgan and MPI conceive it to be their duty under applicable rules of professional
conduct to alert the court to material nondisclosure by LCX in its original application for the
appointment of a receiver. LCX did not disclose it was indebted to Versitec at the inception
of the receivership application, which debt Mr. Morgan calculates to be $ 288,941.55.

John Morgan and MPI will deliver a motion in this Application:
a) seeking leave to vary the 12 February 2021 Order of Justice Koehnen;
b) seeking leave to withdraw the evidence and documents referred to above;

c) seeking leave to file an unsworn supplementary Receiver’s Report with substantially
the same factual content as John Morgan’s 8 January 2022 Report in this Motion; and

d) for such further orders and directions as may be advised.

Should the Court grant leave to withdraw the evidence and documents referred to above,
John Morgan and MPI will seek an order that Jonathan Brindley’s 25™ April, 2022 Reply
Affidavit be stricken.

Should the Court refuse to grant leave to withdraw the evidence and documents referred to
above, John Morgan and MPI will rely upon the initial receivership Order pronounced that
no proceedings be commenced as against them without leave and, if such leave is given, to
adduce evidence in full answer and defence.

Should you be instructed to adduce substitute expert evidence as to the state of accounts
between LCX and Versitec, for the sake of good order John Morgan and MPI will seek
direction from the court whether they may release financial and operational information
which they obtained from LCX and the Versitec Respondents as part of the Receivers file
to your proposed substitute expert. Please let me know if Mr. Byrd wishes to hire a substitute.

I look forward to your substantive response.

Yours truly,
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August 15, 2022 File 99504

VIA EMAIL
wmsharpe@routelaw.ca

William M. Sharpe

Route Transport & Trade Law
305-40 Wymford Dr.

Toronto, ON M3C 1J5

Dear Mr. Sharpe
Re: Reuben Byrd et al. ats LCX

We write further to your letter of August 11, 2022 (enclosed). We have copied
LCX's counsel and the substitute receiver, BDO’s counsel on our response as they
have an interest in the motions proposed by your clients.

As you know, there is a motion scheduled for September 16, 2022 to determine
the threshold issue of whether issues related to the quantification of amounts
owing by Versitec to LCX are res judicata.

If the court finds that these issues can proceed to a hearing on their merits, Reuben
Byrd intends to submit an independent expert report. Mr. Byrd does not intend to
rely on Mr. Morgan’s affidavit and report dated January 8, 2022.

Accordingly, Mr. Byrd will not take a position on any motion to have Mr. Morgan’s
evidence withdrawn or struck from the record, nor will he take a position in respect
of Mr. Morgan seeking leave to file an unsworn supplementary Receiver’s Report
with substantially the same factual content as Mr. Morgan’s January 8, 2022 report.

If your clients intend to move to have Mr. Morgan/MPI's First Report dated
February 5, 2021 withdrawn based on what you describe in your letter as “material
nondisclosure”, please advise and Mr. Byrd will consider his position.

In respect of your clients’ proposed motion “seeking leave to vary the 12 February
2021 Order of Justice Koehnen”. Itis unclear what your client intends to vary. The
12 February 2021 Order does not make any determinations or findings in respect
of the quantum of indebtedness between LCX and Versitec. A such, our client’s
position is that any motion to vary the 12 February 2021 Order (or any other order)
is unnecessary and, at the very least, premature at this time.

Further, if your client intends to proceed with a motion to “seek an order that
Jonathan Brindley’s 25th April, 2022 Reply Affidavit be stricken,” Mr. Byrd will need
to consider his position on this issue. It is unclear on what basis your clients

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP
155 WELLNGTON STREET WEST 35TH FLOOR TORONTO ONTARIO M5V 3H1 T 416.646.4300
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challenge the inclusion of this affidavit in the record. It is also unclear how such an
order would further your clients’ motion to vary the 12 February 2021 Order.

Nevertheless, if your client intends to proceed with that motion or any other motion,
please advise us and all other interested parties. We expect there will not be
sufficient time on September 16, 2022 to address your client’s issues and we do
not believe that there is any reason for those issues to be determined in advance
of the scheduled motion.

We look forward to your response.

Yours very truly,
PALIARE ROLAND ROSENBERG ROTHSTEIN LLP

_»“,,-»—M;?"V)Lﬁé;iv}:,,x'
v )

L

Danielle Glatt
DG:DG

Encl.

C: Jeff Larry
Stewart Thom
Graham Phoenix

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP
155 WELLINGTON STREET WEST 35TH FLOOR TORONTO ONTARIO M5V 3H1 T 416.646.4300
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WILLIAM M, SHARPE
wmsharpe@routelaw.ca
OF THE ONTARIO AND BRITISH COLUMBIA BARS
ANUMEET TOOR ASSOCIATE
anutoor@routelaw.ca

TRANSPORT w TRADE LAW

STE. 305, 40 WYNFORD DR. TORONTO ON M3C 1]5 CANADA 416 - 482-5321 FACSIMILE 416-322-2083

August 11, 2022
Danielle Glatt
Paliear Roland Rosenberg Rothestein LLP
155 Wellington St. West - 35™ Floor
Toronto ONMS5V 3H1 By email danielle.glatt@paliereroland.com

Dear Ms. Glatt:

Re Morgan & Partners Inc. atd Liquid Capital Exchange Corp.
Commercial List CV-20- 00637427 -OOCL

I act for John Morgan and Morgan & Partners Inc. (“MPI”) in this Application and
particularly in respect of the allegations made against my clients in the 25 April, 2022
Affidavit of Jonathan Brindley in reply to the 24™ November, 2021 Motion on behalf of
Liquid Capital Exchange Corp. (“LCX”) for summary judgement as against your client
Reuben Byrd (“Byrd”). I understand MPI was engaged by Reuben Byrd or your firm to
provide an expert report as to the state of accounts between LCX and the Versitec
Respondents as part of Byrd’s response to LCX’s summary judgement motion. John Morgan
prepared such report dated 8 January, 2022 as part of his 10 January 2022 Affidavit filed in
the motion.

As a result of our legal advice, for which solicitor-client privilege is claimed, John Morgan
and MPI now take the position that as former Receiver of the Versitec Respondents and as
the principal of that Receiver, our clients lack standing to provide expert opinion evidence
on behalf of Byrd, who is adverse at interest to LCX in this Motion and Application.

As a consequence, we request and require that John Morgan withdraw his 8 January, 2022
report, his 10 January 2022 affidavit and his 10 January, 2022 Acknowledgment of Expert’s
Duty as evidence in this Motion. For the avoidance of misunderstanding, this request for
withdrawal extends to the revised paragraph 5 of his 10 January, 2022 affidavit and the
revised Appendices “E” and “G” referred by you in your 8 April, 2022 letter to counsel for
LCX

Morgan & Partners have billed for their services in preparing John Morgan’s 10 January,
2022 affidavit. The bill has not been paid. In the context of this request, Morgan & Partners
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withdraw their bill to Global Marine Engineering and will not be pursuing payment. John
Morgan and MPI reserve their rights to apply for payment for the analysis performed by them
preparatory to the 8 January, 2022 report as fees in the administration of the Receivership.

John Morgan and MPI conceive it to be their duty under applicable rules of professional
conduct to alert the court to material nondisclosure by LCX in its original application for the
appointment of a receiver. LCX did not disclose it was indebted to Versitec at the inception
of the receivership application, which debt Mr. Morgan calculates to be $ 288,941.55.

John Morgan and MPI will deliver a motion in this Application:
a) seeking leave to vary the 12 February 2021 Order of Justice Koehnen;
b) secking leave to withdraw the evidence and documents referred to above;

C) seeking leave to file an unsworn supplementary Receiver’s Report with substantially
the same factual content as John Morgan’s 8 January 2022 Report in this Motion; and

d) for such further orders and directions as may be advised.

Should the Court grant leave to withdraw the evidence and documents referred to above,
John Morgan and MPI will seek an order that Jonathan Brindley’s 25™ April, 2022 Reply
Affidavit be stricken.

Should the Court refuse to grant leave to withdraw the evidence and documents referred to
above, John Morgan and MPI will rely upon the initial receivership Order pronounced that
no proceedings be commenced as against them without leave and, if such leave is given, to
adduce evidence in full answer and defence.

Should you be instructed to adduce substitute expert evidence as to the state of accounts
between LCX and Versitec, for the sake of good order John Morgan and MPI will seek
direction from the court whether they may release financial and operational information
which they obtained from LCX and the Versitec Respondents as part of the Receivers file
to your proposed substitute expert. Please let me know if Mr. Byrd wishes to hire a substitute.

I look forward to your substantive response.

- Yours truly,

A Sy
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Court File No. CV-20-00637427-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

LIQUID CAPITAL EXCHANGE CORP
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-and-

1635536 ONTARIO INC. O/A VERSITEC MARINE & INDUSTRIAL,
VERSITEC MARINE HOLDINGS INC., VERSITEC MARINE USA INC,,
DAVID TAYLOR, REUBEN BYRD and DAVID CARPENTER

Respondents

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY
ACT, R.S.C. 1985, C. B-3, AS AMENDED, AND SECTION 101 OF THE COURTS OF
JUSTICE ACT, R.S.0. 1990, C. C-43, AS AMENDED

SECOND REPORT OF THE ORIGINAL C OURT-APPOINTED
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Original Court-Appointed Receiver for

429




430

1635536 Ontario Inc. o/a Versitec Marine &
Industrial and Versitec Marine USA Inc.
(“Versitec”)




431

TABLE OF CONTENTS
INTRODUGCTION . .ottt ittt ettt 1
APPOINTMENT ORDER 1
APPOINTMENT OF SUBSTITUTE RECEIVER 3
SUMMARY JUDGEMENT AGAINST GUARANTORS 5
SUMMARY OF FINDINGS 5
CALCULATION OF MARCH 9, 2020 BALANCES 6

CONCLUSION 7




o 0w >

=

INDEX OF APPENDICES
Receivership Order Dated March 9, 2020;
Factoring Agreement June 2017
Forbearance Agreement 2019
First Report
Order Appointing Substitute Reeiver 12 February, 2021
Order Discharging Original Receiver 12 February, 2021

Procedures undertaken by MPI in reconciliation of gross funding and rationalization of
chargebacks

Adjustment of balances to March 9, 2020

432




INTRODUCTION

1. This is the Second Report to the Court of Morgan & Partners Inc. (“MPI”), the
Original Court-Appointed Receiver (the “Receiver”) over the assets and undertakings of
the Respondents, 1635536 Ontario Inc. o/a Versitec Marine & Industrial and Versitec

Marine USA Inc. (collectively, “Versitec”).

2. The purpose of this as is to provide information to the Court on events that have
happened subsequent to MPI's substitution dated February 12., 2021 in particular as it
relates to the Agreement of Purchase and Sale of the Factored Receivables as amended by
the Forbearance agreement which preceded the initial appointment of MPI on March 9,

2020.

APPOINTMENT ORDER

3. On March 9, 2020, an Order appointing MPT as Court-appointed Receiver over
Versitec (the “Appointment Order”) was granted by the Honorable Madam Justice

Gilmore (Appendix A).

4, The Application was brought by Versitec’s senior secured creditor, Liquid Capital
Exchange Corp (“LCX™), which operates as an asset-based lender and provides, inrer
alia, accounts receivable financing and factoring facilities to customers. LCX advised

the Court at the time of the Application’s commencement:

a) demands and notices of intention to enforce security had been issued and
delivered by LCX to Versitec;

b) Versitec was in default of its obligations to LCX;
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¢) Versitec had entered into a Forbearance Agreement with LCX, which
agreement had expired without repayment to [,CX in full as required;

d) LCX had expressed concern as to what it believed were serious breaches of the
terms of the Forbearance Agreement and collection of factored accounts
receivable by Versitec, which was in default of its obligations to LCX.
5. The Application was opposed by Versitec, who requested an adjournment of the
hearing in order to file responding materials. None was filed and no argument was

presented by Vetsitec that the Appointment Order should be vacated. On March 9, 2020,

the Honourable Justice Gilmore granted the Appointment Order
6. The Appointment Order appointed MP1 as Receiver, without security, over:

(i)  all of the assets, undertakings, and properties of Versitec Marine
USA Inc.; and

(i)  the assets of 1635536 Ontario Inc. o/a Versitec Marine &
Industrial, as set out in Schedule “A1” and “A2” of the
Appointment Order.

7. Since the date of its appointment to the date of MPI's substitution ,namely
February 12,2021, MP1 did , with the assistance of management carry on the business of
both companies, one being an Ontario incorporated company and the other, Versitec

Matine USA Inc., being a corporation incorporated in the State of Delaware, USA.

8. As of September 2020, MPI became concerned after it had initially reviewed the
Accounts Receivable that were owed to LCX by Versitec that the reserves as
contemplated in the Agreement of Purchase and Sale (“Factoring Agreement™) as set out
in paragraph 3 of that agreement disclosed a different picture of the indebtness as

between Versitec and LCX. A copy of the Factoring Agreement is attached as Appendix
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B. The original Factoring Agreement was amended by the Forbearance agreement, a copy

of which is attached as Appendix C

9. The issue as to indebtedness was communicated in mid September 2020 by the
Interim Receiver’'s solicitor, Calvin Ho of Laishley Reed to LCX legal counsel for LCX

Mr. Stewart Thom of Torkin Manes LLP.

10.  The material from LCX during the time frame from September to December
2020 even though requested a number of times by both MPI and its legal counsel, was

not received in total until December 4, 2020.

11. It was not until December 4, 2020 that all the material was sent to MPI by LCX
which was not substantially reviewed as to its veracity until December 2021. This was
the result of further COVID-19 crisis significantly impacting the cash flow of Versitec

Group operations which was of primary impottance at the time .

12. At the time the current Receivership order did empower MPI to do an exhaustive
audit of the Reserve calculation as set out in the Factoring Agreement and the

Forbearance Agreement.

APPOINTMENT OF SUBSTITUTE RECEIVER

13. As a result of continuing disagreement between the Receiver and LCX as to the

state of accounts as between LCX and Versitec, and whether the business of Versitec
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should continue to be operated or sold, the Receiver decided it was in the interest of all

partics to consent to the appointment of a substitute Recetver.

14.  The Receiver therefore prepared and submitted its First Report in support of its
motion for the appointment of BDO Canada Limited as Substitute Receiver. The First

Report is attached as Appendix D.

15.  Paragraph 2 of the First Report states: “The purpose of this Report is to
summarize and seek approval of limited activities of the Receiver from the date of its
appointment through to present, and to provide background in respect of a substitution of
the Receiver on consent” Because this First Report was for the limited purpose of
supporting MPI’s motion for the appointment of a Substitute Receiver, and LCX was not
at the time seeking judgment against the individual Respondents on their guarantees, the
First Report did not address the differences between LCX and MPI as to the calculation
of the state of accounts as between LCX and the Versitec Group. In particular, the First
Report did not addreés the differences between LCX and MPI on the issues of the

Unfactored Receivables and the Adjusted Reserves.

16. By orders pronounced 12 February, 2021 Justice Koehnen appointed BDO
Canada Limited as Substitute Receiver and discharged MPI as Original Receiver,
reserving the Court’s approval as to various heads of expense of the Original Receiver.

These Orders are attached as Appendices E and F.
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SUMMARY JUDGEMENT AGAINST GUARANTORS

17. On or around November 27, 2021 I was contacted by Mr. Rueben concerning
LCX’s attempt to pursue a summary judgement on his guarantee provided to LCX as

part of the Forbearance Agreement described earlier .

18. [ did provide to Mr. Byrd and his legal counsel an expert report. As much of the
material in that original report was derived from financial data and documents received as
part of the administration of MPI while acting as the Court appointed Receiver. I am
now providing an analysis of the restated accounts as between LCX and Versitec to the
Court in the form of a Second Court Report . I am of the opinion that I have an ongoing
professional and ethical responsibility under the Rules of Professional Conduct of the

Canadian Insolvency and Restructuring Professional Association. to do so.

19. Appendix G is a report that outlines the procedures undertaken by MPI, the
reconciliation of Gross funding amounts as between the entities, [LCX and Versitec and a
rationalization of the chargebacks as provided in the Factoring Agreement in paragraph

10.

SUMMARY OF FINDINGS

20. MPI found that LCX owed Versitec a net amount of $139,240.74 as of October

10, 2020.
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21, MPI also confirmed that at approximately $86,000 of unfactored Accounts

Receivables were retained by LCX during the forbearance period

22, MPI found that any reserve earned by Versitec and kept by LCX in their single
investment account in the approximate amount of $398.337 was never used for future
funding of to Versitec as allowed by the Factoring Agreement and that this amount from
LCX’s records was never segregated as trust funds owing under the Factoring Agreement

to Versitec.

73, MPI found that there were additional invoices that were not paid by Versitec to

LCX and MPI adjusted those in favour of LCX in its analysis

24.  MPI did not adjust for any interest since the calculation by LCX for this amount

was never provided.

75 MPI after reconciling all the Receipts received by LCX both directly from
Versitec and directly to LCX by the customers of Versitec could not find any

misappropriations of cash .

CALCULATIOIN OF MARCH 9, 2020 BALANCES

26.  The original analysis submitted by LCX to MPI was dated as of October 10,2020.

27. Appendix H shows the adustment of balances to March 9, 2020 by taking the
accrued fees contained in the LCX material by account and adding back from the

analysis that MPI had completed and then deducting the payments that MPI had made to
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LCX during its tenure as the Court appointed Receivership. This resulted in a change of

amount owing by LCX to Versitec from $139,000 to $ 228,941.55

CONCLUSION

28.  MPI provides this additional material for the Courts consideration to enable the
Court to consider all accounts and circumstances relevant to the administration of this

estate.

ALL OF WHICH IS RESPECTFULLY REPORTED

Date; August 30, 2022

MORGAN & PARTNERS INC.

Per:

“Whme John H.D Wrgan
Title:President

[/We have he authority (o bind the corporation
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Report on the Versitec Group of Companies

Purpose

Morgan & Partners Inc. (“MPI”) under its professional code of conduct and professional ethics
reuirements from its governing association, namely the Canadian Association of Insolvency and
Restructuring Professionals (“CAIRP") has undertaken a review of the the accounts of 1635536
Ontario Inc ofa Versitec Marine & Industrial (‘Versitec Canada®), and Versitec Marine USA Inc.
(“Versitec USA”, and collectively with Versitec Canada, “Versitec”) and, on the basis of that
review, to calculate the net liability of Versitec to Liquid Capital Exchange Corp (“LCX") in
connection with ongoing litigation that is currently before the Courts. This document will
summarize the findings of MPI during its administration of the court Appointed Receivership
which at the time was a secondary concern to the ongoing cash flow issues permeated by the

global COVID-19 pandemic..

Summary Conclusion

As a result of its review and subject to the accuracy of any assumptions expressed or implied
herein, MPI has determined that as of the date of MPI's review Versitec was not indebted to
LCX. To the contrary, LCX was indebted to Versitec.

Assumptions

For the purpose of its review, MPl assumed the authenticity of all documents considered by it,
and that there are no other documents, facts or information impacting its review.

Where necessary, USD amounts were converted to CAD amounts at a rate of 1.25, which was
the prevailing rate at the time that MPI conducted its analysis.

MPV's accounting is current to October 10, 2020, which is the date when, as court appointed
receiver of Versitec, MPI prepared its accounting initially .1t has been adjusted to reflect as best
can be determined the balance as at the date of the Court appointment order of March 9, 2020.

For the purpose of its analysis MP| assumed recoverability of and allowed aggregate interest,
fees and expenses accrued to LCX as of October 10, 2021, in the amount of $139,701. As at
Match 9, 2020 the amount owing to Versitec by LCX was $228,941. Conversely, MPI '
disallowed penalties on the assumption that they are not recoverable, whether as a matter of
law or in equity, on the principle of relief from forfeiture, or on other equitable grounds.

Procedures followed by MPI

1. MPI gathered documents at Versitec in Port Colborne Ontario.

e MPI recovered, from Versitec's records, all funding sheets approved and
payments made in respect of receivables to either LCX or Versitec.




From this information and the accounting records, a detailed summary by each
account showing the disposition of each factored invoice was prepared and
reviewed.

Where necessary, MPI consulted Versitec's management (Mr. Brian Gunning
former acting CFO Controller of Versitec) and obtained additional detail with
respect to the information found in foregoing records.

MPI reviewed all files for factored invoices to ensure the invoice was supported
by the appropriate documentation within the file (i.e., purchase orders, customer
orders, expected delivery time, invoice creation, any specific design
requirements, etc.)

MPI reviewed a copy of the Agreement of Purchase and Sale of Factored
Accounts Receivable dated June 21, 2017, attached as Appendix A (the "APS”),
and, subsequently, a Forbearance Agreement made April 25, 2019 attached as
Appendix B (the ‘Forbearance Agreement’), which together governed the
factoring relationship between Versitec and LCX.

MPI reviewed and verified Versitec's analysis of each of its accounts during the
forbearance agreement time frame against source documentation (funding
sheets, wire transfers and banking receipts).

2. MP! gathered information from LCX.

In respect of each of the three Versitec accounts, MPI received the following
information from LCX:

o An executive summary of the account positions

o A Charge Back summary

o A detail of client activity

o A summary of penalties for misdirected funds

o A summary of each outstanding A/R factored in the denomination of

funding ’

3. MPI reconciled Versitec’s records with LCX's Information.

Total Invoices / Total Receipts

o}

Compared the total of factored Accounts Receivable (“A/R”") to the same amount
in the MPI summary sheet.

\dentified any differences and concluded if the differences were reasonable.
Compared all the receipts received both from factored invoices, non factored
invoices and fund claw backs.

Reviewed escrow hold back calculation in total as between the two sources of
information to identify if the calculations were in accordance with the APS and
the Forbearance Agreement.

Completed a summary for each account.

4. MP! analyzed the Charge Backs applied by LCX to Versitec's accounts.
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o From the LCX summaries and client activity MP! compared the Charge Back
analysis by receivable factored to see if the invoice was paid or not.

o If not paid, then MP! identified the receivable as an outstanding factored A/R or if
it was not on the A/R list MPI referred back to the funding sheet summary to see
if the receivable was funded or not.

e If'paid, MPI noted the amount and the date paid as shown on the MPI analysis by
factored A/R.

e For non factored A/R receipts, MPI compared to LCX summaries to ensure that
the receipt was received and how it was handled in the Executive Summary.

e MP! noted any differences from Versitec payment to LCX and direct payment to
LCX by client of both Factored and Non-Factored invoice Receipts.

e MPI noted and summarized discrepancies in Charge Back analysis.

e MPI analyzed any penalty for misdirected payments as per s. 10 of the APS and
noted any discrepancies and considered if a reconciling item or not depending if
properly receipted.

5. Based on the foregoing, MPI recalculated the Reserve accounts by account.

e For each account starting with MP1's analysis, MPI added back the
unsubstantiated Charge Backs and the accrued fees.

o Then, based on the escrow holdback (allowance for Doubtful accounts), MPI
adjusted the factored A/R.

o MPI analyzed the transfer of paid receipts of factored invoices to Reserve
account.

o MPI added back any A/R factored and identified in the Charge Back analysis
before adjusting for any changes identified in the Charge Back analysis based on
receipts being recognized in both LCX analysis and MPI analysis

e MPI adjusted for any transfer of Reserves as per LCX reconciliation

¢ MPI computed revised factored A/R net of escrow holdback along with Reserve
for each account.

o MPI summarized all of the accounts by net factored A/R and Reserve.

6. Review and Consultation with LCX.

« Following its initial review, while still acting under court-appointment as Receiver of
Versitec, MPI provided its analysis to LCX and invited LCX to comment on the
analysis. LCX rejected the results of MPI’'s analysis and advised MP! that it would be
providing additional information to inform the analysis.

e LCX did eventually provided additional information to MPI, which required follow-
up requests by MPl. The e-mail attached as Appendix C documents one stich
request. MPI has been unable to locate any additional information in the court
record that would cause it to revise its analysis.
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Discussion and Analysis

The factoring of Versitec’s receivables by LCX is governed by the APS and the Forbearance
Agreement. '

The purchase price of a receivable is stated, at paragraph 3 of the APS, to be the amount of the
receivable collected.

The APS contemplates advances of the purchase price equal to a percentage of the face
amount of the receivable, subject to a discount in the nature of a financing charge (the
“Advance’). In addition, the APS provides for a discretionary reserve on account of, for
example, potential warranty breaches or other potential non-payments (the “‘Reserve’).

The APS contemplates that the Reserve will generally be released to Versitec at its request or
at the time of the subsequent Advance.

For the purposes of its analysis, MPI refers to the difference between an Advance in respect of
a receivable and the amount actually collected in respect of the receivable from Versitec's
customer, after any discount, as the Reserve.

MPI's observation based on its review of Versitec’s and LCX’s records is that the discount or
financing charge was taken at the time of the Advance and collected when the factored
receivable was paid by Versitec's customer.

The APS does not stipulate either the proportion of the Advance or the amount of the
discount/financing charge. MPI's review of the parties’ dealings indicates that the Advance was
80% (i.e., there was a 20% holdback). The Forbearance Agreement established a financing
charge of 3% of the face value of the factored receivable, plus 0.1% per day on any receivable
not paid within 30 days of the date of purchase. As a result, during the forbearance period LCX
initially funded 77% of the face value of the factored accounts receivable.

Paragraph 10 of the APS stipulates that where payment of a factored receivable is received by
Versitec, it has 2 days to remit payment to LCX, following which LCX may charge a fee equal to
the greater of 10% of the amount of the factored receivable and $1,000. The APS stipulates
that this fee is intended to be compensation for the additional administrative expense that is
likely to be incurred.

MPI prepared a series of flowcharts illustrating the flow of funds observed by it through its
review of the records made available by Versitec and LCX. These are attached as Appendix
D. They reflect that all the funds were paid out and received in one Investment Bank Account of
LCX. This was confirmed in a November 6, 2021, conference call as between Messrs. Brindley
and Morgan and Ms. Pia Bannister an accountant with LCX.

On Versitec's side, the factoring arrangement involved three bank accounts: a Canadian dollar
account in the name of Versitec Canada; a U.S. dollar account in the name of Versitec Canada,
and, a U.S. dollar account in the name of Versitec USA. :

Summary of Accounts Receivable and Reserve

Attached as Appendix E is a summary of MPI’s analysis by account for each of the three
Versitec factoring accounts. The detail of these reconciliations by account can be found in
Appendices F, G and H. These show the opening position of the accounts, LCX's proposed
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adjustments taken from their Executive Summaries (for completeness and ease of reference,
LCX’s reconciliations are attached as Appendices F-1, G-1 and H-1), and MP/’s corrections to
the LCX adjustments based on MP!I's review of the justification for the LCX adjustments (or lack
thereof). Each of these appendices contains MPI’s analysis and supporting documentation and
an explanation of the change based on the information available.

Based on its review and by way of summary, MPI notes as follows.

1. The gross factored invoices and the gross receipts that existed between the LCX and
MP! were reconciled or agreed in total, indicating that LCX’s and MPI's data sets were
similar or reconcilable at an aggregate level. This gave MP! confidence in the foundation
for its analysis. In particular

a. There appears to be consistency and no material disagreement with respect to
the universe of factored receivables.

b. The non factored receivables received by LCX and not returned to Versitec total
$221,167 which includes an additional reserve taken by LCX of $20,000.

2. To facilitate its analysis, MPI has divided the Reserve into two parts: Reserve A, which
pertains to receivables for which LCX has acknowledged its obligation to Versitec (i.e.,
MPI understands there to be agreement with respect to Reserve A); and Reserve B,
which retates to receivables for which LCX has applied an adjustment.

3. The principle area of disagreement between MP! and LCX relates to the application of
various Charge Backs by LCX.

a. In the aggregate, MPI reviewed and allowed fees and interest to LCX totalling
$149,701.

b. In those instances were LCX failed or refused to relate the Charge Back to a
particular receivable transaction or other default, MP! was left without any
justification for the Charge Back, and it was reversed.

¢ Ininstances where LCX did relate the Charge Back to a particular receivable that
it alleged was unpaid and MPI was able to ascertain that the receivable was in
fact paid to LCX within the timeframe contemplated by the APS or within a few
days thereof, MP! reversed those Charge Backs as well.

d. Finally, LCX applied a general Charge Back for alleged fraud and conversion.
MP! was unable to identify an instance of fraud or conversion, and so that
Charge Back was reversed.

4. Another point of disagreement relates to LCX's effective transfer of a Reserve (B) of
USD $92,000 attributable to Versitec USA to Versitec Canada. The basis for the
consolidation of accounts in this way was not disclosed to MPI, and so, as a matter of
formal correctness, MP! reversed that transaction. However, for the purposes of the
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pending motion the reversal of the transaction appears to be irrelevant to the issue of the
liability of any guarantors, because, as indicated below, funds would be due by LCX to
Versitec regardless of the treatment of this transaction.

. As summarized in Appendix E, MPI ‘s analysis indicates that as of October 10, 2020,
LCX was indebted to Versitec in the aggregate amount of $139,441 as of October 10,
2020. Adjusting for the identifiable accrued fees during the Adjustment period back to
March 9, 2020 the balance owing by LCX to Versitec is $228,942.
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THIS PURCHASE AND SALE AGREEMENT (the “Agreement”) dated as of June 21,
2017 is executed by and between Liquid Capital Exchange Corp., a corporation organized under
the laws of the Province of Ontario, having a business address at 3734 Yonge Sueet, Suite 40,
Toronto, ON MIM 4E7 (hereinafler referred to as “Factor™) and 1635536 Ontario Inc. a
corporation organized under the laws of the Province of Omario, having a busivess address at 4
Stonebridge Drive, Unit 4, Port Colborne, Ontario L3K 5V4 and Versitec Marine U'SA Iac.,
corporation organized under the laws of the State of Delawarc. having a business address at 1623
Military Road, #283, Niagara Falls, NY 14304 (each a “Seller™). All capitalized terms in this
Agreement, unless otherwise defined herein or required by the context, shall have the meanings

given those tenns (whether or not capitalized) in and as defined under the Persenal Property

Security Act (“PPSA”) of the Province of Oniario as in effect from time to time. Seller and
Factor agree to the following terms and conditions:

1. Purchase and Sale of Accounts. Pursuant to the terms of this Agreement. Scller
agrees to sell, transfer, convey, assign and deliver to Factor, and Factor agrees 1o purchase and
receive from Seller, afl of Seller's right, title and interest in and to certain Accounts arising from
the sale of Goods or the rendering of services by Seller in the ordinary course of Seller's business.

7, Sale Procedure. Upon Scller's submission of any Account to Factor for purchase,
Seller shall execute a Schedule of Accounts in a form provided by and acceptable to Factor for
each such Account or group of Accounts that Sefler ofters for sale to sell to Factor. The Schedule
of Accounts must, among other things, identify and describe the Accounts being offered for
purchase and the tota) face amount of such Accounts. Each Account vifered for sale tu Factor
shall be evidenced by an idemical duplicate written invoice or other such equivalent document(s}
as Factor may require, together with supporting documentation, including, but not limited to, the
purchase order or coniract refergncing the sale of goods and/or services and any modification(s)
or amendment(s) thereto and any such other documentation that Factor may request. Factor may
accept or reject any Account offered for sale in its sole discretion. Upon submission of any
Account to Factor for purchase, Scllers shall not seek or authorize any modification to the terms

of the Account.

3. Purchase Price and Faymept Factor, in its sole discretion, may advance z

percentage (%) (hereinafter referred to as “Advance”™) of the face amount of the Accounts
purchased, less the applicable discount fee. The purchase price of any Accounts shall be the
amount actually received in payment of such Accounts, but for purposes ol any Advance. the
purchase price shall be equal to the face amount of the Accounts less any selling, payment or
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other discounts oftered. In addition, Factor. in'its sole discretion, may elect to mainiain a rescrve
from each Advance (hereinafter referred to as “Reserve™). Asa general rule, Reserves on paid
invoices are released upon the request of the Seller or when the Factor's next purchase of
Accounts from Seller is funded. Factor. however, may inerease o decrease the amount of such
Reserve at any time and from time to time if it deems it necessary in order 1o protect its interests.
The Reserve is designed to protect Factor against losses or potential losses that Factor may
reasonably anticipate might arise in the future due to, among other things. contingencics,
disputes, potential breach of warrantics, or other potential nop-payments, reductions or losses
from the purchase of the Accounts. Payments received will be credited to specific invoices when
cxedit is given by Factor's bank, not to exceed three (3) banking days. The applicable discount
few is caloulated based on the discount rate set forth in the Discount Rate Schedule (attached as a
schedule hereto and incorporated herein by reference). Factor may condition future purchases on
Seller's agreeing to modification(s) of the Discount Rate Schedule. IT IS THE INTENTION OF THE
PARTIES HERETO THAT AS TO ALL ACCOUNTS THAT FACTOR ELECTS TO PURCHASE, SUCH
TRANSACTION SHALL CONSTITUTE AN ABSOLUTE ASSIGNMENT OR TRUE SALE OF SUCH
ACCOUNTS AND NOT AN ASSIGNMENT INTENBED AS SECURITY AND A8 SUCH, SELLER SHALL
HAVENO LEGAL OR EQUITABLE INTEREST IN THE ACCOUNTS SOLD.

4. Maximum Amount It is further understood and agreed that the maximum face
amaunt of purchased accounts sold 1w Factor and outstanding at any timc rthe “Maximum
Amaount’™) shall not exceed the amount set forth on the Discount Rate Schodule (attuched as a
schiedule hereto and invorporated herein by reference), in which event. Factur shall have no
obligation to purchase additional Accounts. Factor may however, in its sole and exclusive
discretion, increase or decrease the Maxinum Amount from time to tume.

5. Notice of Assigument. Upon Seller's execution of this Agreement, Factor shall be
emtitled to notify each customer (hereinaticr referred to as “Account Debtor™) of the sale and/or
assignment of the Accounts in a manney and method as Factor, i its sole discretion, may elect,
which may include Seller’s written acknowledgement, Seller agrees thar, if so requested by
Fuctor, cach document evidencing Accounts (Ae., invoice) shall bear the following language,
conspicuously placed. which langnage may be modified or amended at Factor's request:

This invoice has been assigned, sold and is payable only to Liquid Capital Exchange
Corp. $576 Yonge Street, P.O. Box 10065, Yonge and Eineh, North York, ON M2N
OB6. In the event of any dispute as to quantity. quality or otherwise. notification must be
given to Liquid Capital Exchange Corp, in writing, within five (5) days of receipt of
goods or rendition of services,

Seller agrees, if so requested by Factor, to use its best efforts 1o assist Factor in procuring
the Account Debtor's acknowledgment and acceptance of such matice of assignment and
reditection of payment if requested to do so by Factor. Ractor's inability, Tor whatever reason. to
receive Account Debtor's acknowledgment and acceptance may result in the rejection of the
Accounts submitled for purchase or revocation of & conditional approval to purchase Accounts
without any obligation or liability on the part of Factor.
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6. Security. In addition to those Accounts Factor purchases, in order to secure the
payment of all indebtedness and obligations of Seller to Factor, Seller hereby grants fo Factor 4
sectrity interest in and lien upon all of Seller’s presently and after-acquired Personal Property
~including, without limitation. any and all Reserves and all payments (if any) due or 10 become

due 1o Seller from the Reserves as well as all monies on deposit. holdbacks and credits. and all
Proceeds of the foregoing (collectively, the “Collateral™. Without limiting the forgeing and as a
further inducement for Factor to enter into this Agreement with Seller, Seller shall exceule and
deliver a separate peneral seourity agrecment concurrently with the executiun and delivery of this
Agreement by Sellet, to secure inrer aliv. the performance and observance of the provisions
under this Agreement on Seller’s part to be observed or performed, on terms and conditions and
as more fully provided in such separate general security agroement.

7. Seller's Representations. As an inducement for Factor 1o purc\rsc Accounts from
Seller, Seller. and cach of its principals as identificd on Footor’s list of authorized signatories,
bereby makes the following representations, warganties and covenants to Factor, The following
representations, wartanties and covenants shall be, as may be applicable, deemed made upon the
execution of this Agroement. in each instance in which Seller submits an Account to Factor for
purchase and for long as there are any obligatious outstanding under this Agreement from Stiler
to Factor.

(2)  Seller is duly organized and existing under the faws of the Provinee of Ontariv or
the laws of the State of Delaware, is duly qualified, and as may be required, properly licensed. is
in good standing In such jursdiction and every other jurisdiction in which it is doing business,
the execution. delivery and performance of this Agreement are within its corporate powers ind
have been duly authorized and are not in contravention of any kv or the powers of its chavter,

bylaws, articles of imcorporation. operating agresment, partnership agreement, or other:

incorporation papers, or of any indenture. agrecment ur undertaking to which Sciler is a pany or
by which it is bound. Seller’s true and corroct legal name is as set forth on the signatare line
velow and Seller will notify Factor in writing no less than 30 days prior to avy change of name,
dba, place of business, jurisdiction of incorporation or corporale status or or yanizational
identification number.

{b) If Selfer is operating under a trade or assumcd name, said name has been filed
with the proper authorjtics and each naroe has been provided, i writing, to lactor.

{c} Seller has and will maintain good, clear and undisputed exclusive utle to he
Accounts offered for sale to Factor heteunder. and such sale will vest absolute ownership to such
Accounts in Factor, free and clear of any lien, encumbrances, claims or security interest of any
kind or nature inctuding bul fiot limited to Federal and/or Provincial tax liens.

W) Each Account sold and assigned to Factor shall be an Account based upon a hona
Jjide sale and the delivery and acceptance of Goods or performance of services by Seller to an
Account Debtor and shall be an unconditional. valid and enforceable obligation of the Account
Debior. with no claim. offset. allowance, discount, deduction. dispute, contingency or
counterclaim, which could reduce the amount of such Account, alfect the validity thereaf. or
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hinder Factor's ability to collect or receive payment of the full face amount of said Acenunt.

(e) All information farnished by Seller to Factor. including, but not limited to, past
histories of the payment of Account Debtors, and any and all information given to Factor in
cornection with the Accounts, is true, complete and accurate, and contains no material
omissions, misstatements or misrepresentations.. ~

€3] Seller is the sole and sbsolute owner of the Collateral and any other proporty in
which Factor is given a security interest: has good right and authority to grant a security interest
to Factor in such Collateral ot other property: there is no presently outstanding lien. security
interest or encumbrance in or on the Collateral or proceeds and there is no finanging stalemont
covering the Collateral or proceeds on file in any public office uxcept as may show on the exhibit
7(f) attached hereto. There are no judgments ouistanding against Seller and there are no actions.
charges. suits. proceedings or investigations pending or threatened against Seller or any of ity
property and wone of Scller’s inventory has been produced or fmported in violation of any
applicable law or treaty.

(8) All financial records (including, but not limited to, balance sheets. income
statements. federal income tax returns, and Accounts aging, listing or reports) which may have
been or may hereafter be furnished to Factor by Seller shall fairly and accurately represent the
financial conditions and operating results of Seller as of the dates or for the periods stated
thereon. Such finaucial records shall be accurate and correct in all material respects and
complete insofar as necessary to give Factor a true and accutate knowledge of the subject matter.

{ Seller shall reflect on its books the absolute sale of the Purchased Accounts to
Factor. Seller shall furnish Factor. upon request. such information and statements as Factor may
request from time to time regarding Seller’s business aftairs, financial condition and results of is
operations. Without limiting the generality of the foregoing, Seller shall provide Factor, on or
prior 1o the thirticth (30%) day of each month, unaudited financial statements with respect to the
prior month and, within ninety (90) days after the end of each of Seller’s fiscal years, annudl
financial statements and such cortificales relating to the forcgoing as TFactor may reguest
including, without limitation, a monthly certificate from the president and chief financial officer
of Seller stating whether any Events of Default have occurred and stating in detad} the nature of
the Events of Default. Seller will furnish to Factor upon request a current listing of all open und
unpaid accounts payable and Accounts, and such other items of information that Factor may
deem vecessary or appropriate from time (o time.

(1) If Seller should change the location of the principal office or the offices whete the
books and records of Seller are kept, Seller shall notify Factor immediately in writing of such
change. '

® ‘The Accounts are duc and paysble on the selling terms noted on the face of each
invoics, none of the Accounts represents a pack, bill and hold sale, or a consignment, guarantecd
sale, cash on delivery sale or sale to an affiliate of Seller or 1o any enity 1o whom Selfer has a
financial or performance obligation of any kind.
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() Seller assigns and wansfers to Factor. ciiective upon an Faent of Defunlt
hereunder. « nonexclusive right and license to use any trade names, marks, and stvles usea or
owned by Seller together with any goodwill associated therewith, o the extent necessary (o
enable Factor to realize on the assets of Seller in which Factor has been gramed a secuyity
interest. Such right and license is grauted free of ¢harge with no monetary payment requireraent
to Seller or any third pacty. :

(B Each Account Debior’s business s solvent ta-the best of Seilur’s Ruowjedye.

(m)  Seller has paid and will pay all {axes and governmental charges jmposed with

respect 10 sale of Goods and Taraish to Factor upon request satisfactory proof of payment and
comphance with all federal, state and local tax requirements.

() Seller will promptly notify Factor of (1) the 1iling of any lawsuit against Sefler

involving amounts greater than Ten Thousand Dollars ($10,000), and (i) any attachment or any
other legal process levied against Seller,

(0)  In oo event shall the funds paid o Seller hereunder be used direetly or fudirecthy
for personal. family, houschold or agricultural purposes.

() Any invoice or writien communication that is issued by Seller 10 Factor by
facsimile or e-mail transmission is u duplicate of the original. ‘

(q)  Any electronic communication of data. whether by c-mail. tape. disk. or
otherwise, Seller remits or causes to be remitted to Factor shall be authentic and genuine.

3] Selfer’s principals) acknowledge thal the duty to aceurately complete vuch
Schedule of Accounts is critical fo this Agreement and as such all obligutions with tespuect
thereto are non-delegable. Fach of Seller’s principal(s) acknowledge that he/she shall remuin
fully responsible for the accuracy of each Schedule of Accounis delivered to Factor regardless of
who is deleyated the responsibility to prepare and/or complete such Schedule of Accounts,

{s)  Scher agrees to execute any and all forms {e.g. Form RC359) that Factor may
require in order to enable Factor to obtain and receive tax information issued by Revenue Canada
or the Department of the Treasury, Tnternal Revenue Service, as applicable, or receive refund
payments.

8. Recourse To Seller, Tuthe event that:

(&)  an Account purchused by Factor is not paid n full by the Account Deblor for any
reason (or for no reason), on o before the date when due in accordance witls its terms.

(b) an Account Debtor objects to the quality of propaey sold or services performed
by Seller, or rejects. revokes acceptance or fails or refuses to accept or receive any property of
services represented by any Acconnt purchased by Factor,
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(<) an Account Dobtor suspends business. requests a general extension of time within
which to pay debts or makes an assignment for the benefit of crediturs, ov if a voluntary
assignment, petition or filing in bankruptey wider the Bankruptey ond nsolvency Act (Canadar or
other applicable law is filed by or with respect to an Account Debtor or a receiver or receiver and
manger or other agent or official having similar functions is appointed either privately or by a
_court by or on behalf of a creditors of an Account Debtor, or if any proveedings are commenced
under the Companies Creditors Arvangement Aer (Canada) or other applicable law, or if an event
occurs amounting W a general business failure of an Account Debtor. or

{d)  Factor in its sole and absolute discretion determines that any Account is or has
become wncollectible, then, Factor may require the Seller to promptly repurchase such Account
from Factar by cither (i) making payinent to Factor of the amount represented by Factor to he
owing on such Account or (i) by providing Factor with another Account acceptable to Factor in
its sole discretion with a face value equal to or exceeding the face value of the unpuid Acctant
(the "Replacement Account”) in substitution therefor or (i) by Faclor charging Sellut’s
Reserve, The method of repayment or replacement shall he determined by Faclor in its sale
discretion. The provisions of this Section are cumulative to and may be exercised concurrently
with any other vights, powers or remedies of Factor,

9, Power of Attorney. In order to carry out the iniention of the partics hersto. Scller
hereby irrevocably appoints Factor, or any person designated by Tactor, as its agent and attorney-
in-fact, which agency shall be deemed to be coupled with an interest and which sppointment
shall be irrevocable until all obligations Seller owes Factor are fully satistied. Factor's exprass
authority under this appointment shall include the rights to (1) sign and endorse on behall of
Seller all cheques. dreafts and other forms of payment received by Factor, waiving any notice of
presentment and dishonor, whether or not said cheques represent payment on purchased
Accounts, (ii) receive, open and dispose of Seller's mail received at Factor's address, (1ii) chaonge
the Seller's address in oxder to re-route the delivery of all mail to Factor, (iv) strike out Seller's
address on any billing or statement sent to an Account Debtor and substitute Factor's address, {v)
in Seller's nume demand, sue for, collect and give releases for any and all monies due on or to
become due on purchased Accounts, (Vi) compromise, prosecute. or defend anv and all things
necessary and proper to carry out this Agreement, specifically including, but not limited 1o,
executing any documents necessary to perfect or contique the perfection of the securily interest
granted herein, and (vii) complete and issue any blank notices of assignment of Accounts lodyped
by Seller with Factor,

10. _Payments Received by Seller. Should Seller receive payment of all or any portion
of an Account sold pursuant to this Agreement, Seller shall immediately notify Factor of the
receipt of the payment, hold said payment in trust for Factor separate and apart from Seller's
own property and funds, and shall deliver said payment to Factor without delay in the idenvical
form in which reccived. Should Seller foceive a cheque or other instrument of payment
representing paymient of amounts due to both Factor and Seller. Setler shall sutrender said
cheque or payment instrument to Factor. Should Seller receive a cheque or other instrument of
payment representing payment of amounts due Factor and fajl to surrender to Factor, or deposit
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in a bank account designated by Factor. said cheque or payment instrument within two (2)
husiness days, Seller shall be deemed to have committed a material default in this Agreement.
It addition to all other damages to which Factor shall be entitled, Factor shall be entitled. in the
event Seller violates its obligations under this paragraph. to charge Seller o misdirected payment
fee equal 1o ten (10%) percent of the amount of the payment insteument or One Thousand
Dottars ($1,000.00), whichever is greater, to compensate Fiactor tor the additional administrative
gxpenses that are likely to be incnrred as a result of a breach. In the event any merchandise. the
sale of which gave rise to an Account purchased by Factor. is returned (o or repossessed hy
Seller, such merchandise shull be held by Seller in trust for [actor. separate and apart from
Seller's own property and subject to Factor's sole dircction and coarol.

11, Default. The tern "Event of Default” as used in this Apreemnent shall mean the
oceurrence of any of the following events:

{a) The failure of Seller to punctually and properly observe, keep or perform iy
covenant, agreement or condition herein required to be observed. kept or performed; or required
under any other agreement or contract that may be executed between Seller and Factor,

(b) A representation or warranty made by Seller in this Agrecment shall prove 1o be
antrue or incorrect or any financial statement or other statement purporting to represent the
financial condition of Seller proves 1o be false or incorreet.

{c) The failure of Seller to. within two (2) business days, deliver 10 Factor or deposit
info a bank account designated by Factor. a remittance received by Seiler in pavment of &
purchased Account.

(d)  The failura of Seller to pay any indebtedness owed by Seller to Factor whether or
not said indebtedness arises hereunder or under some other agreement or contract by and between
Seller and Yactor,

) The appointment of a receiver or trustee for Seller or the suspension or tessution
of Seller’s business or operations.

H Seller becomes insolvent. is unmable to pay its debts as they mature or makes an
assignment for the henefit of creditors.

()  Seller is adjudicated a debtor in bankruptey or requests, either by way of petition
or angwer. that Seller be ndjudicated a bankerupt or that Seller be allowed ur granted any
camposition. reassignment. extension, reorganization or other relief under any bankruptey law or
any other law for the relief of debtors now or hereafter existing.

(h)  An jnvoluntary petition in bankruptey is filed by or against Seller os quy
guarantor,
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(i) A levy(s) or notice(s) of attachment, execution(s), tax lien{s) or assessment(s) or
similar process is issued against Seller or the Collateral.

gy The dissolution of Seller.
(k) The death or incompeteney of any guarantor ot Seller’s obligation.
H Factor has reasonable grounds to deem itsell insecure.

{m) If there is & change in the ownership of Seller ot Seller sells, leases transfers or
otherwise disposes of all or substantially all of Seller’s assets or consolidates with or merges into
any other catity.

12. Remedies Upon Defauit. Factor shall have the yights and remedies provided in this
Agreement and (without limiting the other rights and remedies exercisable by Factor either prior
or subsequent to an Event of Defaulf) as available to a Secured Party under the PPSA in effeet in
any applicable jurisdiction in accordance with general Jaw. Upon the oceurrence of an Event of
Default, Factor may resort to any one or more of the following remcdies, The exercise or election
of any pacticular remedy shall not prevent the concurrent or subsequent exercise or election of
any other available remedy:

() Declare any indebtedness secured hereby immediately dus and payable. -

{b) Exercisc its rights as a Secured Parly and enforce the security interest gramed
hereunder pursuant to applicable faw, including. but not limited to, Factor’s right 0 establish
contact with and instruct any and all of Seller's customers W remit payment(s) due ot to become

_due on Accounts direetly to Factor at Factor's address, whether or not said payments relate to

. Acoounts purchased by Factor hereunder, Furthermore, Factor shalt have the right to establish
contact with and instruct any other party from whom Seller may be entitied to receive monies
now due or to become due in the future to remit said monies to Factor at Factor's address. In the
event Factor deems it necessary to seek equituble relief, including, but not limited to, injunctive
or receivership remedies, Seller waives any requirernent that Factor post or otherwise obtain or
procure any bond. Seller also waives any right to Jegal foes of costs in the event any equitable
relies awarded is subsequently. vacated, dissolved or reversed for whatever reason(s).

(¢)  Immuediately terminate this Agresment as to future transactions, without affecting
the rights and obfigations of the parties cccurring with respect 10 prior transactions.

(d)  Eniér the premises of Seller und take possession of the Collateral and of records
pertaining to the Accounts and the Collateral,

) Grant extensions, compromise claims and seitle Accounts for less than face vaiue.
all without prior notice to or authority of Seller, except as granted herein.
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() Exercise all other tights conferred by law or equity or under this Agreement and
exercise any remedy existing at law or in equity for the collection of any indebtedness securvd
hereby and for the enforcement of the covenants and agreements contained in this Agreement.
Facior shall be entitled to any form of equitable relief that may be appropriate without having to
gstablish any inadequate remedy at law ot other grounds other than to establish that its Coliateral
is subject to being improperly used, moved, dissipated or withheld from Factor. Factar shall be
entitled to frecze, debit andlor effect a set-off against any fund or account Selfer may ‘maintain
with any bank. In the cvent Factor deems it necessary 10 seek equitable relief. including. but not
limited to. injunctive or receivership remedics, as a result of an Event of Default Seller waives
any requirement that Factor post or otherwise obtain or procure any bond. Alterpatively. in the
‘event Factor, in its sole and exclusive discretion. desires to procure and post 2 bond. J'actor may
procure and file with the cowt a bond in ah amount up to and not greater thatr Ten Thousand
Dollars ($10,000.00) notwithstanding any eommon or statutory law requirement 1o the contrary.
Upon Factar’s posting of such bond it shall be entitled to all benefits as if such bond was posted
in compliance with applicable law, Seller also waives any right it may be entitled to, including
an award of legal feey or costs, in the event any equitable relief sought by and awarded to Factor
is thercafter, for whatever reason(s), vacated, dissolved or reversed, All post-judgment interest
shall bear interest al either the contract rate, 18% per annum or such higher rate as may be
allowed by law.

{3, Financinl Statements. Seller agrees to keep proper books of record which books
shall at all times be open 1o fnspection by Factor, In addition, Seller shall furnish Factor upon
request any prior or current income statement, balance sheet, tax return and report, along with
any other supplementary financial information requested. Factor shall have the right, at all times
during normal business hours, without prior written notice, 1o examine and make extracts from
/1 books and records of Seller.

14, Reimbursable Txpenses, In the course ol investigating. approving, purchasing and
collecting Accounts purchased under this Agreement. Factor may incur routine and/or
extraordinaty expenses, including, but not limited to long distance telephone, postage. wire
transfers, overnight mail delivery, courier delivery, cheque certification, PPSA scarch and Hling
‘fees, other lien search tees. facsimile transmissions, auditing and legal fees, all of which shall be
reimbursed 10 Factor by Seller upon demand or deducted from the proceeds payable on a
purchased Account or from the Reserve.

15. Acconnt Debtor Claims. Seller shall notify Ractor of the assertion of any claim,
including any defences, dispute or offset by an Account Debtor with respzct o an Account
purchased by and assigned to Factor ot the metchandise or service velating thereta within three
(3) days aftcr receiving such information. Seller may settle all sueh cluims with Factor’s approval
and at Seller’s expense, Factor may, in its sole discretion. opt o seutle any Account Debior claim
directly with the Account Debtor involved, at the Seller's expense, upon such terms as Factor
may deetn advisable at which time Seller shall ceasc any comnunications with the respective
Account Debtor, In the evont Factor exercises its right to settle and compromise Account Debior
claims, Seller hereby specifically agrees io the terms, conditions and provisions of any and all
settiements, compromises and other agreements, oral or written, entered into by Factor and
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Factor shall be deemed authorized to execute ull roleases, settiements or compromise agreements,
and receive, for and in Sefler's name, all money and property that Fuctor may receive in
settlement, release or compromise of Account Debtor claims. ‘The forewoing is discretionary
upon the part of Factor and Seller shall have no right to demand or require Factor's exercise of
the aforesaid rights. Factor's failure to agree shail not otherwise adversely atfect any right(s) of
Factor or Seller's waiver(s) herein. T the event of any claim against an Account by the Account
Debtor or a breach by Seller of any representation heteunder as (o an Account purchased by and
assigned to Factor, Seller shall pay the unpaid balance of said Account in accordance with the
provision of paragraph 7 sbove.

16. Lawyer's Fees, Scller agrees to pay all reasonable lawyer's fees, coutt costs and
expenses incurred by Factor or its counse] in the event that Factor retains counsel for the purpose
of enforcing any rights arising out of the relationship between Seller and Factor or under this
Agreement.  Seller also acknowledges that Factor may charge andfor sclofl agamst Seller'y
Reserve all such fees and costs as they are incurred, Notwithstanding the existence of any law.
statute, rule, or procedure in any jurisdiction which may provide Seller with a right to lawyer's
fees or costs, Seller hereby waives any and all rights to hereafter seek lawver's Yees or costs there
under and Seller agrees that Factor exclusively shall be entitled to indemnification and recovery
of any and all Jawyer's fees or costs in tespect 1o any litigation based hereon, arising out of, or
related hereto. whether under, or in connection with, this and/or any agreefnent caecuted in
conjunction herewith, or any course of vonduct, course of dealing, statements (whether verbal or
written) or actions of eisher party.

17. Notice. Except for routine day to day business communications. any notice or
communication required hereunder shall be in writing and given by personal delivery or delivery
service or sent by regular, registered or certified mail. postage prepaid to the uddressee at the
address shown abave or at the most current address that the party has from time to time
designated in wriling. '

18. Term. This Agreement shafl be etfective from the date hereof and shall continue in
full force and effect for as long as abalance is owed to Factor {rom Seller and Factor. whether
utider this Agreement or otherwise. and for so long as Factor has an outstanding PPSA
registration apainst Seller, Tactor or Seller shall be entitled to terminate this Agreement at any
time by giving thirty (30) days prior written notice, In addition. Factor shall have the right for
any teason or no reason fo terminate this Agreement at any time withoul prior written or oral
notice apon the occurrence of un Jkvent of Default. Upon the effective date of termination. all of
Seller's obligations, whether incurved under this Agreement or any amendment or supplement
thereto or otherwise, shall become inunediately due and payable without notice or dermand.
Notwithstanding any termination, wntil all of Seller’s obligations of every nature whatsoever
shall have been fully paid and satisfied, Factor shall retain Factor's security interest in and title to
all existing and fuwre Accounts and other Collateral held by Factor hereunder. Undl final
termination following the notice thereot, Seller shall continue to offer all Accounts to Factor and
Factor shalt be under no obligation to make any further Advances or purchuse any Accounl. Any
termination of this Agreement shall ot serve to relense any secunity interest granted herein until
all Accounts purchased hereunder and all indebtedness of Seler to Factor has been paid in (ull
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nor shall such texmination affect any of the oblipations incurred by the partics hereta.

19. Indemnification. Scller shall indemnity, defend and save Factor harmless from and
apainst any-and all Hability, claims, sults, demands. damages, judgients, cosls, interest and
expenses (including, but not limited to attorney’s fees and costs) to which Factor may be subject
including any loss arising out of the assertion of any Claim that is made by a party-in-interest in a
bankruptcy proceeding that any payment received by Factor from or for the account of an
Account Debtor is avoidable under the Bankrupicy and Inselvency A¢t (Canada) or any other
debtor relief statute or suffer by reason of any liability or claim arising or resulfing from Seller’s
acts ot omission to do any act, This paragraph 19 shall survive termination of this Agreciient.

20. Binding on Future Parties. The erms and provisions of this Agreement shall be
bindieg upon and shall inure w the henefit of the parties hereto and their respeciive helrs,
executors, administrators, estate frustees, personal FepPresentatives, suecessors and assigns. Seller
may not assign this Agreement or any of Seller’s rights hereunder to any person without Factor's
-prior written consent and this Agreement shall be deemed to be one of financial ucconmmodation
and not assumable by any debtor, trustee or debtor-in~possession in any bankruptey proceeding
without Factor's express written consent and may be suspended in the evenl a petition in
bankrupicy is filed by or against Scller.

21. No Waiver, No failure or delay by Factor in exercising any of Factor's powers or
rights hereunder, or under any present or Future supplement hereto or under any other agreement
between Factor and. Seller shall operaie as a waiver thereol® nor shall any single or partial
exercise of any such power or ight preclude otber or further exercise thereof or the exercise of
any other right or power. Factor’s rights, remedios and benefits hereunder are cumulative and not
exclusive of any rights, remedies or benefits which Factor may have. No waiver by Factor ol any
provision hereunder shall be deemed to extend to any other provision hereunder.

27, Severability. Bach and every provisiomn, condition, covenant and representation
contained in this Agreement is and shall be construed to be a separale and independent covenant
and agreement. In the event any fem or provision of this Agreement shull to any extent be
declared ilegal. contrary to law. invalid or unenforceable, the remainder of this Agreement shall
not be affected thereby nnd this Agreement shall continue in full foree and elfect as though such
{erm or provision had not been incorporated herein,

23, Miscellaneous.

(&)  This Agreement is deemed made and shall be governcd, interpreted and construed in
accordance with the laws of the Provinee of Ontagio.

(b)  If two or more individuals, corporations. limited liability companies, pattnerships or other
business entities or associations (or any combination of two or more thereof) are named above
and exccute this Agreement as Selfler. the Hability of each such individual. corporation,
partnership, limited liability company or other business entity or association under this
Agreement shall be joint and several and the release or discharge by Factor of one shall not
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relesse or discharge the others. In like manuer, it Seller named in this Agrcement is a partnesship
or other business entity or agsociation, the members of which are by virtug of statutory or general
law subject 1o personal liability, the liability of sach such member shall be joint and several and
the relense or discharge by Factor of one shall not releasc or discharge tiwe others.  This
Agreement shall be merpreted 1o reflect multiple panties being named and exceuting this
Agrcement as Seller. By way of example. the term “aecount” includes an account receivable for
any party or parties named and executing this Agreement as Seller.

{(¢)  Factor's books and records shall be admissible in evidence without objecrion as
conclusive evidence of the status of the obligations between Factor and Seller. Lach statement.
xeport, or accounting rendered or issued by Factor to Seller shall be deemed conclusively
accurate and binding on Seller unless within thirty (30) days after the date of issuance Scller
natifies Factor 1o the contrary by registered ar certified mail, setting forth with speciticity cach
reason why Seller believes such statement, report, or accounting or any porton thereof is
inaccurate, what Seller believes to be correct amount(s) therefor. and supplies detailed. written
support for Sellers objection(s). Seller's failure to receive any monthly statement shall not relieve
it of the responsibility 1o request such statement and Seller’s failure to do so shall nonetheless

bind Seller to whatever Factor's records would have reported.

(dy  Any legal proceeding with respect to any controversy arising under, out of, or relating to.
this Agreemgnt, any amondment or supplement thereto or to any transactions in connection
therewith whether asserted by way of claim. cownierclainy cross claim or otherwise shall be
brought and litigated only in the Provinee of Ontario, in the City of Toronto or in any county in
which Fuctor has a business location, the selection of which shall be ju the exclusive discretion
of Factor. Seller hereby waives and agrees not to assert. by way of motion. as a defence or
otherwise, that any such proceeding. is brought in any inconvenienr forian vr that the venoe
thereof is improper,

{¢)  Seller expressly authorizes Factor 10 access the systems of and/or compaunicate with any

shipping or trucking conipany fu order to ohtain or verify tacking, shipment or delivery slatus of

any merchandise regarding an Account.

H Seller acknowledges that there is no, and it will not seek or altcopt 0 establish any,
fiduciary relationship butween Factor and Seller, and Seller waives any right to assert. how or in
the future, the existence or creation of any fiduciary or joint venture relationship between Factor
and Seller in any action or proceeding (whether by way of claim, counterclaim, cross claim or
otherwise) for damages.

() This Agreement (including any addenda executed contemporancously herewith) is a
complete and final agreement, reflects Seiler’s and Factor’s mutual understanding, supersedes
any prior apreement or undesstanding between the parties, and may not be modified or amended
orally. But for the promises and representations exprossly contained in this Agreement, no other
promise or representation of any kind has boen made o Induce cither party to execute this
Agreement,  Furthermore, Seller and Factor acknowledge that i any such propise or
representation has been made, neither has relied, nor shall vither be entitled to rely, upon any
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such promise or representation in deciding o enter into this Agteement.

h In the event Seller’s principals. officers or directors form a mew entity. wheiher
corporate, partnership, limited fiability company or otherwise, similat to that of Seller during the
term of this Agrcement or merge into any other entity (regardless of whether Seller ig the
surviving entity), such entity shall be deemed to have expressly assumed the obligations duc
Factor by Seller under this Agreement, Upon the formation of any such cutity, Factor shall be
deented 10 have been granted an irrevocable power of attorney with authority 1o oxecute, on
bebalf of the newly formed successor business, a PPSA or Uniform Commercial Code financing
sintement or amendment and bave it tiled with the appropriate PPSA or initorm Cuommercial
‘Code filing office. Facior shall be held-hatmless and be relieved of any liability by Seller or such
new entity as a result of Factor's filing any PPSA or Uniform Comsercial Code tinancing
statement or the resulting perfection of a lien or security interest in any of the successor entiny’s
assets. In addition. Factor shall have the right to notify the suceessot entity’s account debtors of
Pactor's sceutity interests and }en rights, its right to coilect all Accounts, and to notify any new
lender who fas perfected a security interest or lien in such successor entity’s assets.

(i) Seller acknowledges that Factor may obtain financing from a bank or other financial
institation or financing sources and in connection herewith: (a) consents 1o Factor™s pranting
such financial institution or financing source a securify interest inl afl of its rights under
Agreement, the docuraents executed in connection therewith and all collateral thereunder: and (b)
agrees that such financial institution or financing Source shall be a beneficiary of all s
reptesentations, warranties and covenants in this Agreement and inay exercise any power of
attorney given by Seller to Factor under this Agresment or otherwise.

M Secller and Factor hereby irvevoeably waive any right either may have to a trial by
jury in respeet of any litigation directly or indirectly at any fime arising out of, under or in
connection with this Agrecment or any transaction contemplated hereby or associated
herewith. Seller irrevocably waives, to the maximum extent not prohibited by law, any
right it may have to clalm or recover in any such litigation any special, exemplary . punitive
or consequential damnges, or damages other than, or in addition te, actual damages, Seller
certifies that no party hercfo por any representative o agent or counse! for any party
hereto has represented, expressly or otherwise, or implied that such party would not, in the
event of litigation, seck to cnforce the foregoing waivers. Seller acknowledges that Faetor
has been induced to cnter into this Agresment and the transactions contemplated liereby,
in part, as a result of the mutual waivers and certifications contained in this paragraph.

24. Paragraph Headings. The paragraph headings contained in this Agreement are for
convenience only and shall in no way enlarge or limit the scope of racaning of the paragraphs
hereof.

25. Counterparts. This Agreement may be signed in any number of counterparts. each
of which shall be an original, with the same effect as if all signatures were upon the same
instrument.  Signatwres may be affixed manvally ot digitally and delivery of an executed
countexpart of the signature pages to this Agreement by lacsimile ot by electronic means shall be
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effective as delivery of a manually executed counterpart of this Agreement, and any party
delivering such an executed counterpart of this Agreement or facsimile or electronic means W
any other party shall thereafter also promptly deliver a manually executed counterpart ot this
Agreement to such other party, provided that the faiture (o deliver such manually executed
counterpart shall not atfect the validity, enforceability or binding effect of this Agreement.

SELLER

1635536 ONTARIO INC. VERSITEC MARINE USA INC,
:W"- . o SO

By: oA e By NS e T

Nasme: David Taylor Nune: David Taylor

Title: President Title; President

Executed June 21, 2017
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FORBEARANCE AGREEMENT

THIS AGREEMENT is made as of the 25th day of April, 2019

AMONG:

-and-

~and -

-and -

-and-

1635536 ONTARIO INC., o/a VERSITEC MARINE &
INDUSTRIAL

a corporation incorporated pursuant to the Laws of
the Province of Ontario

(a borrower hereinafter individually called “Versitee Canada™)
OF THE FIRST PART,;

VERSITEC MARINE USA INC.
a corporation incorporated pursuant to the Laws of
the State of Delaware

(a guarantor hereinafter individually called *Versitec USA” and
collectively with Versitec Canada as the “Borrowers”)
OF THE SECOND PART;

REUBEN XARY BYRD, of
Boca Raton, Florida

(a guarantor hereinafter individually referred to as (“BYRDR ™)
and collectively a “Guarantor™)

QF THE THIRD PART;

DAVID TAYLOR, of

Port Colborne, Ontario

(a guarantor hereinafter individually referred to as (“TAYLOR")
and collectively a “Guarantor™)

OF THE FOURTH PART;

VERSITEC MARINE HOLDINGS INC.
a corporation incorporated pursuant to the Laws of
the Provinee of Ontario
(a guarantot hereinafter individually called “Holdings” and
collectively as a “Guarantor”)
OF THE FIFTH PART;
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«and -

LIQUID CAPITAL EXCHANGE CORP.
5734 Yonge Street, Suite 400
Toronto, ON M2M 4E7

(hereinafter called “Liquid Capital”)

OF THE SIXTH PART

1. INDEBTEDNESS OF THE BORROWER

WHEREAS the Borrowers carry on business as an equipment manufacturer and service
supplier.

AND WHEREAS the Botrower is party to various documents and agreements which
cstablish credit facility arrangements between Liquid Capital, as lender, and each of Versitec
Canada and Versitec USA, as borrowers, pursuant to: (i) a financing facility agreerent dated
June 21, 2017 providing for a $500,000 Canadian & US Dollars loan, (the “Facility
Agreement”); and (ii) a purchase and sale agreement dated June 21, 2017 providing for the
purchase by Liquid Capital and the sale by the Borrowers of certain accounts receivable of the
Borrowers (the “Purchase Agreement”, and together with the Facility Agreement, the
“Borrower Documents”).

AND WHEREAS particulars of the aggregate Borrower Indebtedness to Liquid Capital
as of April 25, 2019 are as follows: :

A FACILITY INDEBTEDNESS - CANADIAN DOLLARS

PRINCIPAL AMOUNT OWING CAD$49,557.96
INTEREST ACCRUED TO AND INCLUDING April 25, 2019 16,013.58
TOTAL INDEBTEDNESS (the “CAD Indcbtedness”) $65,571.54

* per diem interest is CAD$45.72 and continues to accrue

B. FACILITY INDEBTEDNESS — UNITED STATES DOLLARS

PRINCIPAL AMOUNT OWING USD$0
INTEREST ACCRUED TO AND INCLUDING April 2, 2019 ...... 0
TOTAL INDEBTEDNESS (the “USD Indebtedness”, and together 30

with the CAD Indebtedness, the “Indebtedness’™)

* per diem interest is USD$0 and continues to accrue
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C. SECURITY GRANTED BY BORROWER

AND WHEREAS as security for the Indebtedness, and for any other monies advanced,
or as may be advanced in the future by Liquid Capital to the Borrowers, and for all other present
and future indebtedness, fees, expenses and other liabilities, direct or indirect, absolute or
contingent, due from time to time by Liquid Capital to the Borrowers (collectively, the
“Obligations™), the Borrowers granted to Liquid Capital security over its assets and undertaking
consisting of a General Security Agreement dated June 21, 2017 (the “Security”).

D. GUARANTEES IN SUPPORT OF THE INDEBTEDNESS

AND WHEREAS the Obligations were guaranteed by each of Byrd, Taylor and Versitec
Marine Holdings pursuant to separate written continuing guarantes and postponement of claim
agreements, each dated June 21, 2017 (collectively, the “Guarantees™).

E. DEFAULT

AND WHEREAS each of the Botrowers and Guarantors acknowledges and agrees that
various defaults have occurred under the RBorrower Documents, which include, without
limitation, the collection of funds and payments from various companies under invoices that had
been factored and assigiied to Liquid Capital, The failute to remit the foregoing fimds
constitutes a breach of trust by the Borrowers under the Borrower Documents. The other defaults
under the Borrower Documents are more particularly set for in the letter of demand dated
November 16, 2018 and issued by Liquid Capital to the Borrowers and the Guarantots.

F. FORBEARANCE

AND WHEREAS cach of the Borrowers and the Guarantors have requested Liquid
Capital not effect realization on the Security ot upon their respective guarantees, and that Liquid
Capital allow the Borrowers a Forbearance Period, as hereinafter set out, within which the
Borrowers will obtain refinancing in an amount sufficient to fully repay the Indebtedness on or
before the end of the Forbearance Period.

AND WHEREAS this Agreement reflects the terms upon which Liquid Capital is
agreeable to not immediately take steps to exercise on the Security and the Guarantees and to
forbear (having made demand and issuance of Notice of Intention to Enforce Security
(“NITES")), which forbearance shall only be etfective provided all terms contained in this
Agreement are fully complied with.

AND WHEREAS the Borrowers and each Guarantor acknowledges and confirms that
Liquid Capital issued a demand for repayment to each of them and also issued NITES to each of
them, and all of them each hereby request that Liquid Capital forbear in accordance with the
terms contained herein, and to not enforce on such demand and NITES, the security granted by
the Borrowers, or on the Guarantees, all as hereinafter more particularly set out.

AND WHEREAS Liquid Capital has agreed, in reliance upon the representation,
warranties and covenants of the Borrowers and each Guarantor contained in this Agreement, and
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4.

subject 10 the terms and conditions contained herein being fully performed, to permit the parties
hereto a Forbearance Period. The Borrowers and the Guarantors each agree to the Forbearance
Terms and Forbearance Period as set out in this Forbearance Agreement (“Agreement”) and
each of them acknowledge the terms and Forbearance Period are reasonable.

2. REQUEST FOR FORBEARANCE FROM ENFORCING SECURITY

Tach of the Borrowers and the Guarantors, have requested Liguid Capital refrain from
effecting on the respective security pledged to Liguid Capital and on the Guarantees given for
the Indebtedness until the earlier of (1) December 31, 2019; (2) an Event of Default (as herein
after defined) terminating the Forbearance Agreement (“Forbearance Period”).

3. ACKNOWLEDGMENTS

The Borrowers and each Guarantor jointly and severally, irrevocably and unconditionally
acknowledge, represent, warrant and confirm that Liquid Capital is acting herein strictly in
reliance upon the representations, warranties and covenants of each of the Borrowers and the
QGuarantors thal:

(a)  each of the documents and agreements comprising the Security is valid and
enforceable in accordance with its terms;

(b)  the Forbearance Period is reasonable and accepted by them as such;
(©) the guarantees given by each of Byrd, Taylor and Versitec Marine Holdings, with
respect to the Indebtedness, are valid and enforceable in accordance with its

terms;

(d)  there has been a change in ownership of the Borrowers as follows:

(0 David Carpenter is no longer an employee with the Borrowers;
(i) Reuben Byrd is a new investor and the CEQ of the Borrowers;
(iil) Reuben Byrd has agreed to sign a personal guarantee of the

obligations of the RBorrower to Liquid Capital and Liquid Capital
has agreed to enter into this Forbearance Agreement and continue
factoring services, as outlined berein, in reliance on such
guarantee;

(e}  except as provided in this Agreement or applicable law, Liquid Capital, having
delivered demand and NITES as herein set out, is in a position to take sieps to
enforce on the Security, and on the Guarantees, and pursue all remedies with
respect to the obligations of ¢ach of the Borrowers and each Guarantor, as it may
deem appropriate;

) except as provided in this Agreement, Liquid Capital (cither by itself or through
its officers, employees or agents or advisors) has made no promises or statement
(express or implied, verbal or otherwise), nor has it taken any action or omitted to
take dny action that would constitute a waiver of its rights fo enforce on the

e s P P ve e e

466




®

()

®

)

(k)

M

-5

Security and the Guarantees given in support of the Indebtedness, and pursue its
remedies in respect of the obligations of the Bomrowers and the Guarantors,
including, but not limited to, the Security and the Guarantees;

The Borrowers will opetate solely at their respective leased premises and carry on
business in the normal course at all times, and all inventory, accounts receivable,
equipment and other assets (including intangibles) used or owned by each of the
Barrowers shall at all times continue to be owned by it for its own account and
each of the Borrowers will daily and promptly deposit all receivables, and any
other income sources, solely in its respective corporate bank account;

in the event of a default in one or more terms of this Forbearance Agreement, and
an Event of Default notice being given (which default has not been specifically
waived in writing by Liquid Capital), and a resultant termination of the
Forbearatice Period, the Borrowers and the Guarantors each acknowledge that the
agreement by Liquid Capital to forbear shall automatically, and without further
notice thereafter, terminate and be of no further force or effect, it being expressly
agreed that the effect of termination will be to permit Liquid Capital to excreise
its rights and remedies immediately, including, without limitation, the
appointment of a Receiver-Manager (“Receiver™) or a trustee in bankruptey of
the assets and undertaking of the Borrowers and to eaforce on the Security and the
Guarantees;

The Borrowers hereby expressly acknowledge and confinm their liabitity for the
Indebtedness to Liquid Capital and the Guarantors contirm their Guarantees and
that they are valid and enforceable in accordance with the terms of their
respective Guarantees,

The Bomrowers and the Guarantors confinn that the demand and NITES sent to
them remain in full force and effect throughout the Forbearance Period and that
Liquid Capital has not, and will not be deemed to have waived, varied, altered or
in any other manner whatsoever withdrawn same. Each of the Borrowers and the
Guarantors further acknowledge, consent, and confirm that Liquid Capital may
continue to rely on the Demand and NITES and in the event of default hereunder,
Liquid Capital shall be entitled to act on them without the need to issue any
further or fresh Demand and/ox NITES;

The Borrowers and the Guarantors each acknowledge and confirm that their
respective liability for the Indebtedness are valid and enforceable in accordance
with the respective loan term agreements and for guarantee agreements and that
neither the Borrowers nor the Guarantors have any valid defence, claim, cause of
action, coutterclaim or rights of setoff or right of reduction or any other claim (in
law or in equity) of any kind or nature whatsoever against Liquid Capital, its
officers, directors or employees and confirm that Liquid Capital may, and is
relying upon such acknowledgment as part of the consideration for entering into
this Forbearance Agreement;

all statements contained in the recitals to this Forbearance Agreement are true and
accurate in every respect and are incorporated herein;
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each of the Demands and NITES issued to the Borrowers and the Guarantors has
been validly and effectively given to them and will remain in effect at all times
until all Indebtedness and obligations are fully satisfied;

Liguid Capital has not waived, and shall not be deemed to have waived, any
defaults by the Borrowers, and Liquid Capital is immediately entitled, subject
only to the terms of this Forbearance Agreement, to take enforcement steps as it
determines to do so;

the entering into of this Forbearance Agreement by Liquid Capital does not
constitute 4 withdrawal or revocation of the Demands or NITES or a waiver of
existing or future defaults, or events of default under this F orbearance Agreement
or a waiver of the obligation to pay the entirety of the Indebtedness by or before
the end of the Forbeararnce term;

this Forbearance Agreement has been duly authorized and duly executed and
delivered by a duly authorized officer of each of the Borrowers and the
Guarantors, that is ot an individual, and constitutes a legal, valid and binding
obligation of such Borrower and Guarantor, enforceable in accordance with the
terms hercin set out, and each Guarantor that js an individual has the legal
capacity to enter into this Forbearance Agreement;

this Forbearance Agrecment has been faitly and freely negotiated between
commercial parties and their respective legal counsel and each party is entexing
into this Forbearance Agreement voluntarily and without duress, bad faith,
unreasonable or oppressive conduct, undue influence or other unfair advantage of
any kind by or on behalf of any party hereto;

as of the date of this Forbearance Agreement being executed, Liquid Capital has
acted in a commercially reasonable manner and each of the Borrowers and the
Guarantors confirm same and are estopped from disputing same; and

the facts as set out in the recitals to this Agreement are true and correct, and are
incorporated herein and form an integral part of this Agreement and are given
knowing they are being relied upon by Liquid Capital as part of the consideration
to entey into this Forbearance Agreement.

4, CONTINUATION OF FACTORING SERVICES UP TO $600,000

The purchase and sale of certain accounts receivable (the “Factoring Services”) under
the Terms of the Purchase Agreement, shall continue to be provided during the Forbearance
Period, subject to the following, which shall amend the terms of the Purchase Agreement, as
necessary to give effect the following:

(®)

each of the Borrowers shall be required to factor with Liquid Capital all of their
respective accounts receivable which are acceptable to Liquid Capital;
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all factored receivables shall be on a full potification basis to the applicable
custommers and with full recourse to the Borrowers and Guarantors,
notwithstanding the factoring of such receivables to Liquid Capital;

A minimum of $[600,000] of new accounts receivable of the Borrowers that are
acceptable to Liquid Capital shall be factored immediately and the initial advance
amount; together with any reserve payable on collection, shall be applied against
the Indebtedness and all other amounts owing to Liquid Capital hereunder or
under the Borrower’s Documents, subject to the following deductions, which the
Borrowers and the Guarantors agree shall be deducted from the initial advance:

) legal and other fees incurred by Liquid Capital, which shall
include without limitation, legal fees and the fees of the Consultant
{which is hereinafter defined); and

(ii) all amounts cwirently owing on account of the Indebtedness.

Effective immediately, the Borrower shall pay a 3% discount fee of the face value
of the accounts receivable invoices pinchased by Liquid Capital plus 0.1% per

day on any amount that is not paid under such invoices after 30 days from the date
of purchase.

The Borrowers shall comply with ali of Liquid Capital’s notification conditions
and processes from time to time, which shall include, without limitation, the
following:

) sign any required custom factor notification letters;

(i1 have a Liquid Capital assigoment notification clearly printed on
all invoices;

(i) Liquid Capital is hereby authorized to contact and collect from the
Borrower’s custorners any amounts owing under invoices that have
been factored by Liquid Capital and to direct all payments owing
by such customers to Liquid Capital or as it may otherwise direct;
and;

accounts receivable eligible to be factored by Liquid Capital shall be limited to
those accounts receivable that are credit insured by a Liquid Capital insurex or by
the Borrowers under an Export Development Canada (“EDC”) insurance policy,
that is acceptable to Liquid Capital in its sole discretion. The Borrowers and
Guarantors acknowledge and agree that all of the Borrowers’ rights and benefits
under their existing and any future EDC credit policies have been assigned
pursuant to the Security. The Borrowers covenant and agree that they will sign
such other documents and do such other things as may be requested by Liguid
Capital in respect of the assignment of the assignment of the EDC insurance
policies and the rights and benefits that arise therefrom.
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5. COVENANTS

Each of the Borrowers and Guarantors covenants, acknowledges and agrees with Liquid

Capital that:

(@

(b)

©

(d)

Performance of all conditions and tenms of this Agreement is an integral
inducement for Liguid Capital to agree to enter into this Forbearance Agreement
and that Liguid Capital is relying upon strict performance of all of the terms
hereof and the accuracy and truthfulness of the representations and warranties
provided herein as an inducement to enter into this Forbearance Agreement;

The Borrowers shall engage Newhouse Partmers Inc. (the “Consultant”™) on the
terms and conditions more particularly set forth in the engagement letier dated
[March 29, 2019]. The Borrowers acknowledge and agree that any costs
associated with the engagement of the Consultant will be for the account of the
Borrowers alone and Liquid Capital shall have no obligation in respect of same.

The Borrowers acknowledge and agree that notwithstanding any provisions of the
Purchase Agreement to the contrary, Liquid Capital may directly contact any of
the Borrowers® account debtors whose accounts have been purchased by Liquid
Capital pursuant to the Purchase Agreement in connection with collecting upon
such accounts,

The Borrowers acknowledge and agree that Liquid Capital may continue to
provide the Borrowers with factoring services pursuant to the terms of the
Purchase Agreement, and subject to section 4 above, during the Forbearance
Period in its sole and absolute discretion and Liquid Capital may hold back from
any advance amount pwsuant such continued factoring arrangements any
additional reserves Liquid Capital deems necessary in connection therewith.

The Borrowers will forthwith provide to Liquid Capital:

® Payment to Liquid Capital of an extension and administrative fee
of $10,000 (“Fee”) to partially reimburse Liquid Capital with
respect to the time expended by it with respect to dealing with
default issues and negotiating this Agreement. The Fee becomes
fully earned, due and payable upon execution by all parties of this
Forbearance Agreement. The Fee will be paid by the Borrowers to
Liquid Capital on execution of this agreement, without further
notice. The Borrowers will ensure there are sufficient funds in its
account to pay the Fee;

(i1) The Borrowers acknowledge failure to obtain alternate funding
sufficient to repay Liquid Capital in full by December 31, 2019
will be an event of default enabling Liquid Capital to immediately
terminate the Forbearance Period and forthwith take all steps it
deems necessary to protect its loan and security therefore;
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(iii)

(iv)

V)

(vi)

(vii)

(viii)

-9

The Borrowers will not declare any dividends, nor repay any
shareholders’ loan, inter-corporate indebtedness or make any other
payment to any corporation or person who does not deal at arm’s
length (as such term is defined in the Jncome Tax Act (Canada))
with it and no salaries, bonuses or other form of compensation,
direct or indirect, will be paid out except as was paid to employees,
officers an directors and with payment being consistent with past
payment amounts;

Each of the Borrowers covenants and warrants that all lease
payments Tor the premises it carries on business from are and will
be kept current, Each of the Borrowers covenant 10 immediately
notify Liquid Capital of any non-payment of rent when due, or any
other covenant breach by such Borrower of its lease;

The Botrowers will reimburse Liquid Capital for all expenses,
including all legal fees and disbursements, that Liquid Capital has
incarred or will incur arising out of its dealings with it, both to date
and with respect to, and including the Forbearance Agreement, all
matters related to payout, and in any protectiom, preservation.
and/or enforcement of the Security or the Guarantees, including the
preparation of this Agreement, and covenants and agrees to fully
reiraburse Liquid Capital for all such expenses and legal fees and
disbursements;

The Borrowers will provide to Liquid Capital, in accordance with
its loan agreement and credit facility terms, all repots, including,
but 1ot limited to, weekly reporting as required by Liguid Capital,
including, but not limited to, weekly updated cash flow reports and
bank statements for all acconnts of the Borrowers, and in addition
thereto, monthly reporting, including intemally prepared financial
reports, bank statements with copies of all cancelled cheques, and a
statutory declaration signed by a director of the Borrowers, setting
out all government priorities (including HST, withholding taxes,
CPP and employment insurance), paid and payable, and that all
wages to date of declaration are paid and that there are no unpaid
monies due for govemment taxes, liens, deemed trust, super
priorities and the Borrowers acknowledge failure to keep same
current will be an event of default;

prior to any contemplated sale or other disposition of any assets,
including but not limited to, the premises lease, or equiptment, out
of the ordinary course of business, the Borrowers will provide
Liquid Capital with full particulars of the contemplated fransaction
and will not carry out such transaction without the prior written
congent of Liquid Capital having been first obtained; and

Taylor agrees to provide a collateral charge agamst his property
located at 518 King Strest, Port Colbome, Ontario; and '
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(g)
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(ix) Byrd agrees to provide a collateral charge against his property
located at 19480 Saturnia Lakes Drive, Boca Raton, Florida or
such local propertics as Liquid Capital may agreed upon. To the
extent required by law, Byrd covenants and agrees to obtain his
spouse’s consent to such charge and obtain independent legal
advice for his spouse;

In order to ensure the smooth rumiing and continued operations, the Borrowers
agrees to use comfort letters and irevocable directions as required to ensure key
suppliers are paid. As at April 2, 2019 there is approximately $450,000 of the
Borrowers' accounts payable which need to be paid; and

While the Forbearance Agreement is in place, the Borrowers agree not to obtain
or such any borrowings or loans from third parties, including without limitation,
Merchant cash loan. In addition, the Borrowers agree, upon the request of Liquid
Capital, to tepay all outstanding loan obligations to Premium Capital Group Inc.
and Merchant Advance Capital and to obtain the discharge of any security relating
to these loans, which shall include the registration of financing statements under
the Personal Property Security Act (Ontario) discharging such loans.

6.  GUARANTOR ACKNOWLEDGEMENT

Each of the Guarantors confirms to Liquid Capital that each is cognisant of the current
financial circumstances of the Borrowers for which it has guaranteed payment pursuant to ifs

guarantee.

7. DELIVERY OF DOCUMENTS

The Bowowers and Guarantors shall deliver or cause to be delivered, the following
documents, all in a form required by Liquid Capital on or before May 10, 2019:

(2)

(b)
©
(d)

Byrd shall deliver an unlimited guarantee vsing Liquid Capital’s standard form
guarantee;

the collateral charges referenced above shall be delivered:
the consulting agreement with the Consultant; and

this Forbearance Agreement.

8. CONSENT TQ APPOINTMENT OF RECEIVER-MANAGER (“RECEIVER”)

Receiver Application

Upon the eatlier of (i) the expiry of the Forbearance Period without repayment in whole
to Liquid Capital; or (ii) the occwrence of an Event of Default of which Liquid Capital has given
the Borrowers and the Guarantors notice, Liquid Capital may immediately terminate all credit
facilities, terminate its forbearance hereunder and the Forbearance Period, and take steps to
enforce, without firther notice or delay, all of its rights and remedies against each of the
Borrowers and each Guarantor for such indebtedness, including taking steps to realizé on the
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security and guarantecs, which rights and remedies may, at the sole option of Liquid Capital
include an application to Court for the appointment of a receiver or receiver-manager and each of
the Borrowers and the Guarantors consent to such appointment of a receiver and agree that they
do not, and will not, oppose such appointment and that Liquid Capital can rely upon the consent
to appointment of a Receiver contained herein and that such consent shall be ongoing until such
time as all Indebtedness is fully repaid. Each of the Borrowers and the Guarantors shall be
estopped from disputing their respective consent to the appointment of a receiver following an
event of default and termination of the forbearance term and this agreement.

9. EVENTS OF DEFAULT

The occurrence of any one or more of the following events shall constitute an event of
default (“Event of Default”) under this Agreement:

()  Liquid Capital shall not be repaid in full on or before [December 31], 2019;
(b) failure to make any other payments to Liquid Capital on their due date;

()  failure to provide any reports, certificates, information or materials required to be
provided to Liquid Capital pursuant to any Liquid Capital facility agreement, the
security granted to Liquid Capital or this Agreement;

(d)  if any representation or wartanty provided to Liquid Capital (herein or otherwise)
by the parties hereto was incoirect when made or becomes incorrect;

(e) failure to execute and deliver to Liquid Capital this Forbearance Agreement no
later than May 10 2019 ;

(H failure to materially perform or comply with any of the covenants, terms,
obligations or conditions contained in this Agreement, or in any other agreement
or undertaking made between the parties hereto and Liquid Capital;

(&)  if the Security ceases to constitute a valid and perfected security interest against
all assets of the Borrowers granted to Liquid Capital, ranking first in priority, or
for any other reason Liquid Capital reasonably considers that ity seourity, or any
part thercof, is at risk;

(h)  the Borrowers or the Guarantors, or any of them, take any steps to challenge the
validity or enforceability of Liquid Capital’s security, the Indebtedness (which
shall include without limitation, all indebtedness owing under ‘any continued
factoring services provided by Liquid Capital as set out hercin, any security
granted to Liquid Capital as security for the Indebtedness, the Guarantees, or this
Agreement, or any parts thereof;

6 if, in Liquid Capital’s commercially reasonable opinion, a material adverse
change oceurs in the business, affairs or condition of the Borrowers, financial or
otherwise, arising for any reason whatsoever;
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(k)
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default by the Borrowers under this Forbearance Agreement and for which default

Liquid Capital declares an Event of Default and terminates this Agreement and
the Forbearance Period,;

if at any time during the forbearance term any of the Borrowers or the Guarantors
consents to or makes a general assignment for the benefit of creditors or takes
advantage of any insolvency, restructuring, reorganization, other creditor
protection legislation, or takes any corporate steps in furtherance of the foregoing,
or is declared a bankrupt, or if a liquidator, frustee in bankruptcy, custodian,
interim receiver, receiver or receiver manager or other party with sirnilar powers
is appointed over the Borrowers or any step in furtherance of any of the foregoing
is taken for the Botrowers; and

the expiry or early termination of this Forbearance Agreement without repayment
of all indebtedness owing by the Borrowers to Liquid Capital.

TOLLING ARRANGEMENTS

(a)

(b)

as of the date hereof, and continuing until the termination of the Forbeatance
Period and thereafter, until the termination of the tolling arrangernents hereof in
the manner provided for herein, Liquid Capital, each of the Borrowers and the
Guarantors hereby agree to toll and suspend the running of the applicable statutes
of limitations, laches or other doctrines related to the passage of time in relation to
the Indebtedness, the security and the guarantees, and any entitlements arising
from the indebtedness or the Security and any other related matters, and each of
the parties confirms that this agreement is intended to be an agreement to suspend
or extend the basic limitation period provided by Section 4 of the Limitations Act,
2002 (Ontario) as well as the ultimate limitation period provided by Section 15 of
the Limitations Act, 2002 (Ontario) in accordance with the provisions of Section
22 (2) of the Limitations Act, 2002 (Ontario) and as a business agreement in
accordance with the provisions of Section 22 (5) of the Limitations Act, 2002 (
Ontaric), and any contractual time limitation on the commencement of
proceedings, any claims or defences based upon such applicable statute of
limitations, contractual limitations, or any time related doctrine including waiver,
estoppel or laches; and

the tolling provisions of this Forbearance Agreement will tenminate upon either
party providing the other with 60 clear days written notice of an intention to
tenininate the tolling provisions hereof, and upon the. expiry of such 60 days’
notice, and any time provided for under the statutes of limitations, laches, or any
other docirine related to the passage of time in relation to the indebtedness, the
Security or any entitiernents arising from the indebtedness of the Borrowers or the
Security and guarantees, and any other related matters, will recomunence running
as of the effective date of such notice, and, for greater certainty, the time during
which the limitation period is suspended pursuant to the tolling provisions of this
Forbearance Agreement shall not be included in the computation of any liritation
period.
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11. ENFORCEMENT

Upon the occurrence of either an Event of Default or the non-payment of the Obligations
of the Borrowers (“Termination Event™), Liquid Capital may forthwith take steps to terminate
the Forbearance Period and enforce all security and pursue any or all remedies that it may have
against either of the Borrowers and the Guarantors, including, without lmitation, the
appointment of a Receiver, or a Receiver and Manager over the Bommowers as Liquid Capital
shall determine in its sole discretion,

12, CREDIT ENOUIRIES

If Liquid Capital is asked to respond to any credit enquiry concerning the Borrowers
made by any other bank, financial institution or any other lending party, Liquid Capital may
refuse to respond to such enquiry, unless each of the Borrowexs and the Guarantors each consent
in writing to Liquid Capital responding, and the Borrowers and the Guarantors, hereby release
and discharge Liquid Capital in respect of any loss that the Borrowers and/or the Guarantors may
suffer as a result of such refusal to respond, or arising from Liquid Capital responding following
receipt of written confirmation by each of the Borrowers and the Guarantors to do so.

13, NO CLAIMS AGAINST LIQUID CAPTTAL

(2) Each of the Borrowers and the Guarantors, jointly and severally confirm that they
do not dispute their liability to pay the indebtedness of the Borrowers or the
amount they have guaranteed, on any basis whatsoever, and each of the
Borrowers and the CGuarantors have no cause of action, claim, set-off,
counterclaim or damages, direct or indirect, contingent or otherwise, on any basis
whatsoever (in law or in equity) against Liquid Capital as of the date of this
Agreement. .

(b)  The Borrowers and each of the Guarantors acknowledge that all security and
guarantees for the indebtedness of the Borrowers granted to Liquid Capital, or any
of it, has not been discharged, varied, waived, relcased, forgiven, amended, or
altered in any manner whalsoever, and continues to be binding upon and is
enforceable against it in accordance with its terms. The guarantors acknowledges
that the guarantees granted by them to Liquid Capital as security for the
Obligations of the Borrowers are in full force and effect and enforceable against
them in accordance with the terms thereof.

(c)  Each of the Borrowers and the Guarantors (collectively the “Releasors”) hereby
releases, remises, acquits and forever discharges Liquid Capital, its officers,
directors, employees, consultants and advisors (the “Released Parties”) from any
and all actions, causes of action, judgments, executions, suits, debts, claims,
linbilities, obligations, setoffs, recoupments, counterclaims, defeuces, damages
and expenses of any and every character, known or unknown, suspected ot
unsuspected, direct and/or indirect, at law or in equity of whatsoever kind or
nature, whether heretofore or hereafter arising, for or because of any matter or
things done, omitted or suffered to be done by any of the Released Parties prior to
and after the date hereof, and in any way directly or indirectly arising out of or in

any manner connected with the Forbearance' Agreement, the loan facility
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documents, the security pranted to Liquid Capital (and any enforcement relating
thereto) (the “Released Matters”). Each Releasor acknowledges that the
agreements in this section are intended to be in full satisfaction of all or any
alleged injuries or damages arising in connection with the Released Matters and
constitute a complete waiver of any right of setoff or recoupment, counterclaim or
any other defence or cause of action of any natire whatsoever with respect to the
Released Parties or which might limit or restrict the effectiveness or scope of its
agreements in this section. Bach Releasor represents and warrants that it has no
knowledge of any claim by it against the Released Parties or any facts, or acts ox
omissions of the Released Parties which is not released hereby. Each Releasor
represents that it has not purported to transfer, assign, pledge or otherwise convey
any of its rights, title or intexest in any Released Matter to any other person or
entity and that the foregoing constitutes a full and complete release of all
Released Matters. The Releasors have granted this release freely and voluntarily
and without duress.

(@)  Bach of the Borrowers acknowledges and agrees with Liquid Capital that with
respect to this Agreement, nothing contained herein, or any agreement with
Liquid Capital referred to herein, shall have the effect of changing the nature of
anty part of the Obligations which are chatacterized as demand facilities from a
demand facility, subject to the terms of this Agreement. This Agreement will not
discharge or constitute novation of any debt, obligation, covenant or obligation
contained in any agreement with Liguid Capital or any security, and same shall
remain in full force and effect, save to the extent it is specifically amended by the
provisions of this Agreement.

14. SURVIVAL OF REPRESENTATIONS AND WARRANTIES

All representations and warranties made in this Forbearance Agreement or any other
document furnished in connection herewith shall survive the execution and delivery of this
Forbearance Agreement and such other document and shall not affect the continuation of all such
representations and warranties and the right of Liquid Capital to rely upon them.

15.  NOTICE

Without prejudice to any other method of giving notice, any notice required or permitted
to be given to a party pursuant to this Agreement shall be conclusively deemed to have been
received by such party on the next business day following the sending of the notice by prepaid
private courier or on the next business day if sent by facsimile to such party at his, her or its
facsimile number and address noted on the first page of this Agreement. Any party may change
his, her or its address for service by notice given in the foregoing manner. In the case of The
Borrowers and the Guarantors, the address for service as of the date of this Agreement is:

1635536 Ontario Xnc.

4 Stonebridge Diive, Unit 4

Port Colbarne, Ontario L3K 5V4
Attention; David Taylor

Versitec Marine USA Inc.
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1622 Military Road, #283
Niagara Falls, New York, USA 14304
Attention: David Taylor

David Taylor
4 Stonebridge Drive, Unit 4, Port Colborne,
Ontario, L4K SV5s Email:

dtaylor@versitecmarine,com

Reuben Kary Byrd 19480 Satumia Lakes
Drive, Boca Ratou, Florida 33498
Email: rbyrd@versitecmarine.com

Liquid Capital Exchange Corp.

5734 Yonge Sireet, Suite 400

Toronto, ON M2M 4E7

Attention: Jonathan Brindley

Email: jbrindley@liquideapitalcorp.com

—with a copy to —

Torkin Manes LLP

151 Youge Street, Suite 1500
Toronto, ON MS5C 2W7
Attention: Jeffrey Alpert

Email: jalpert@torkinmanes.com

16.  TIME OF THE ESSENCE

Each of the parties hereto acknowledges that time is of the essence of this Agreement. A
waiver by Liquid Capital of any default, event of default, breach or non-compliance under this
Agreement is not effective unless in writing and executed by Liquid Capital confirming such
waiver by Liguid Capital.

17.  FURTHER ASSURANCES

Each party agrees to promptly do, make, execute and deliver all such further acts,
documents and instruments as Liquid Capital may reasonably require to allow Liquid Capital to

enforce any of its rights under this Agreement and to give effect to the intention of this
Agreement.

18.  LAWS OF ONTARIO

This Agreement shall be governed by the laws of the Province of Ontario and the laws of
Canada (without regard to any rules or principles relating to conflicts of law) applicable therein.
The parties hereto irrevocably submit and attomn to the non-exclusive jurisdiction of the Courts of
the Province of Ontario and the Provincial and federal laws of Canada applicable thereto.
Notwithstanding the provisions herein, each of the Borrowers and the Guarantors acknowledge
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and agree that Liquid Capital shall be at liberty to take enforcement proceedings, including

appointment of a Receiver, in the [Province of Ontario or the State of New York] should
Liquid Capita} so determine to do so.

19.  GENERAL

If any provision of this Agreement shall be deemed by any court of competent
jurisdiction to be invalid or veid, the remaining provisions shall remain in full force and effect.

This Agreement shall be binding npon and shall enure to the benefit of the parties hereto
and. their respective lieirs, execuiors and successors.

This Agreement constitutes the entire agreement of the parties relating to the subject
matter hereof and may not be amended or modified except by written consent executed by all
parties. No provision of this Agreement shall be deemed waived by any course of conduct
uniess such waiver is in writing and signed by all parties, specifically stating that it is intended to
modify this Agreement. In the event of a contradiction between the terms and conditions of this
Agreement, and the terms and conditions of the sccurity, the terms and conditions of this
Agreement shall prevail.

20. LEGAL ADVICE

Each of the Borrowers and the Guarantors acknowledge they have reviewed this
Agreement in it entirety with their legal counsel prior to sxecuting same, and execute this
Apreement with full capacity to do so, freely and voluntarily, with full knowledge and
understanding of the contents and obligations contained herein and acknowledge Liquid Capital
has advised them to seek legal advice before executing this Agreement.

21.  COUNTERPART

This Agreement may be executed in any number of counterparts, each of which shall be
deemed to be an original, and all of which together shall constitute one and the same instrurnent.
This Agreement may be executed as an original hereof or by facsimile transmission, with an
original to be exchanged between the parties hereto forthwith thersafter.

22, SUCCESSORS AND ASSIGNS

This Agreement shall be binding upon and shall enure to the benefit of the parties hereto
and their respective permitted successors and assigns.

23,  ENTIRE AGREEMENT

This Agreement constitutes the entire agreement of the parties relating to the subject
matter hereof and may not be amended or modified except by written consent executed by all
parties, No provision of this Agreement shall be deemed waived by any course of conduct
unless such walver is in writing and executed by all parties, specifically stating that it is intended
to modify this Agreement. In the event of a contradiction between the terms aud conditions of
this Agreement and terms of any credit facility with the Borrowers, the terms hereof to the extent
applicable, shall prevail,
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IN WITNESS WHEREOF AND FOR VALUABLE CONSIDERATION, this Agreement

has been executed, sealed and delivered by the parties hereto.

1635536 ONTARIO INC.

Pet: g“:;

I —
Name: ) & Mylw
Title: Prasiden t

1 have the autliority to bind the corporation

VERSITEC MARINE USA INC.

Per: ey

RS U S

Name: DI’WE TAYLON
Title: fvesdev T

[ have the authority to bind the corporation

VERSITEC MARINE HOLDING INC.

Per:

Name: P AVE TA “LOR
Title: Prosiden™

[ have the authority to bind the corporution

Withess DAVID TAYLOR

Witness REUBEN BYRD

LIQUID CAPITAL EXCHANGE CORP.

Per:

Name:
Title:

1 have the awthority to bind the corporation

479




480

APPENDIX C




John Morgan

From:
Sent:
To:

Cc:
Subject:

Good day Jonathan

John Morgan

October 27, 2020 1145 AM
Jjonathan.brindley@myliquidcapital.com
Calvin Ho; Stewart Thom

A/R and cash reserve reconciliation

As a further response to your request a discussion on Versitec the material that [ prepared on the subject { A/R and

escrow cash balances) along with

all the back up source documents was sent by Calvin to Stewart on the 22" of

September 2020 which resulted in a zoom meeting between myself, yourself and Pia on September 28, 2020. You had
stated that you had received all the material and that a review and reconciliation would be forthcoming within the week

from LCX. It is now a month since

we last discussed this and | have not received any comments on that material . Can

you advise when | might receive it and if so might | suggest that we defer the discussion until after t have had a chance
to review LCX’s points on the matter. Can you please advise.

John Morgan, CPA, CA, CIRP, LIT, CFE, CBM

President

MORGAN & PARTNERS INC.

4 Cedar Pointe Drive, Unit J-2, Barrie, ON L4N 5R7

Direct Line; (705) 739-7003 ext 23
Fax: (705) 739-7119

www.morgantrustees.com
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I
Funding Under The Factoring Agreement

. ! .
Versetic i LCX ! Versitec
I !
! !
| (2) $3 Financing I
l Fee }
! |
[ I
: :
, | (3) $20 Escrow !
Accounts (1) | Holdback [
Receivable o— . A/R Assigned { —® (a(l)llowzeilﬁce for }
(A/R) $100 — doubtful A/R) ?
Versitec Factored by | !
LCX ! i
l [
| (4) $77 L (5)
i — @ Investment ——1 @ $77 Bank A/C

Bank Accournt ' Operating
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I
Funding Under The Factoring Agreement

Notes:

(1) Assignment of $100 Face Value

(2)-(4)  Funding of $100 less $3 for financing & $20 for Escrow Holdback
(5) Funding of net $77/$100 face value of A/R




Versitec

Client of
Company
(Payment of
$100 Factored
A/R)

Operating
Bank Account

(paymentof @—»

$100 Factored
A/R)

(1)

(1)

- L@

I
t
!
t
i
|
|
|
|
|
l
|
!
|
|
|

|
!
i
!
|
!
|
|
l
i
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Payment of 100% Accounts Receivable

$100
A/R Factored

LCX

~~
N
~

FE

Versitec

$3A/R
Financing Fee
id
be ® $20 Earned
Reserve (Trust)

|

$20 Escrow
Holdback

§77
Investment
Bank A/C LCX

()

A
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Il
Payment of 100% Accounts Receivable

Notes:

(1) Received $100 face value of assigned A/R

(2) - (4) Records paid recovery of financing fee & establishes trust account for
Versitec 4

(4) LCX recovers initial payment of $77

(5) Earned Reserve held in Investment Bank a/c of LCX on behalf of Versitec
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Receipts Paid to LCX not on Factored A/R

Versitec LCX Versitec

(1)

Customer 0-«--»-1‘

H
i
:

i
1

©)

Investment (2)
> @ Bank Account ——Li>@ Earned Reserve -

£ g
[ {
i

g

Operating
w Account

(4)
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[
Receipts Paid to LCX not on Factored A/R

Notes:

(1) Customer directed by LCX to send funds directly per assignment agreement to LCX.
Customer sends funds that are non factored in error.
VOAE

(2) - (4) Funds not returned to Versitec by kept by LCX in Investment Account




Versitec

IV
Chargeback

LCX

Inves?ment

® Bankﬁccount

(1) |
@ Earned Reserve
C QQSE/\‘\)-&CB.)

CR@WU‘\)

Escrow
o Holdba(lzk

Versitec
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\
Chargeback

Notes:
(1) -(2) Chargeback at discretion of LCX via Chargeback (CB) notation per agreement
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1635536 Ontario [nc
A/C 4822 CdnS

1635536 Ontario Inc
Afc4821US $

VMI USA
A/C4820U

Total US amounts

converted to CDNS
1.25 CDN

total in CDN $ as at
04-Mar-20

Notes

[N

in LCX material

amended January 13, 2022

Versitec Summary

A/R factored Reserve (B) Total
net

S 73,179.98 -$ 159,892.24 -$ 86,712.26
86,603.78 - 35,283.01 51,320.77
62,129.35 - 155,472.90 - 93,343.55
148,733.13 - 190,755.91 -§ 42,022.78
185,916.41 - 238,444.89 - 52,528.48

S 259,096.39 -$ 398,337.13 -$ 139,240.74

2 Both MP! and LCX in there analysis included the payment made

by MPi post March 9, 2020

Fees accrued from March 4, 2020 to October 10, 2020 have been removed to come down to
balance owed by LCX to Versitec as of the order dateof March 4, 2020 as shown

add
deduct {Note2) Revised as of
{Note 1} payment to LCX March 4, 2020
Fees to Oct 10,2020 from MPI

-§ 66,102.00 60,000.00 -§ 92,814.26
- 37,342.49 $ 13,978.28
- 29,536.56 -$ 122,880.11
-  66,879.05 -$108,901.83
- 83,598.81 -$ 136,127.29
-$ 149,700.81 S 60,000.00 -$ 228,941.55
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1635536 Ontario Inc
A/C 4822 CdnS

1635536 Ontario Inc
A/c4821USS

VMI USA

A/C 4820U

Total US amounts

converted to CDNS
1.25 CDN

total in CDN $ as at
10-Oct-20
Add BDO amount

paid to LCX

Total owing by LCX to Versitec

Conclusion.

MPI Summary
Revised
A/R factored Reserve (B) Total
net
S 73,179.98 -S 159,892.24 S 86,712.26
86,603.78 - 35,283.01 51,320.77
62,129.35 - 155,472.90 - 93,343.55
148,733.13 - 190,755.91 -$ 42,022.78
185,916.41 - 238,444.89 - 52,528.48
S 259,096.39 -$ 398,337.13 -$ 139,240.74

$81,000%1.25

- 101,250.00

-$ 240,490.74

1 Could not identify any misdirected or converted funds in any of the various LCX accounts

2 Could not identify any malfeasance or breach of contract as against LCX
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3 As a result the guaranty appears to be without justification primarily
as a result of the non factored receipts being kept by LCX and not paid to

Versitec during the forebearnce period

4 The net amount owing above includes the fees charged by LCX which were not challenged by MP]

but were paid as a result of the adjustment to the Chargebacks as follows.

CDNS$
converted @$1.25/CDNS
a/c4822 CDNS S 66,102 S 66,102
ajc 4821 USS 37,342 46,678
A/c 4820U USS 29,537 36,921

$ 149,701

5 If payment of factored Receivables were paid to Versitec by the customer first then the funds were

on average forwarded by Versitec to LCX within two weeks

Reasonable test of Reserve (B) in total

. Receipts Received from non factored A/R not
remitted back to Versitec

a/c 4822

less claw back a/c 4822

Alc 4821
Claw back of funds from funding by LCX A/c4820U
to Versitec Afc 4822

W

221,167
20,000

31,745 -$

85,000
20,000 -

232,912

105,000
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as per above

Difference

Payment made by MPI to LCX

differenc e

337,912

398,337

60,425

60,000

425

60,425
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Escrow Reserves
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Net Funds |

Employed Total Balance

Currency AR Balance {Memo only)

1635536 Ontario Inc. o/a Versitec Marine 4822 CDN 177,854.80 32,421.41

1635536 Ontario Inc. o/a Versitec Marine 4821 US 85,073.79 18,d01.51

Versitec Marine USA Inc. 4820U US 75,614.67 14,679.02
CDN Torkins Legals

{NFE) |Accrued Fees owing Per Diem Per month

212,74633  66,202.48 ] 278,348.81| 177.85 5,335.64 A

78,058.56  37,342.49 | 115,401.05| 9507 2,852.21 B

93,854.50  29,536.56 | 123,391.06 | 7561 2,268.44 B
49,162.00

Memo only:
Ac 4822 in CDN
AC 4821+4820U in CDN

Convert to CON
328,010.81
322,369.35

Convert to US
234,527.73

238,792.11

Total Bal due * = includes Torkin Legals

Note: Any escrow reserves ie 20% held when invoices were originally factored has now been fully utilised with additional costs, chargebacks, penalties and accrued fees

Versitec Payout Oct 19 2020
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APPENDIX F
ANALYSIS OF 1635536 ONTARIO INC
CDN$ ACCOUNT 4822
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1635536 Ontario Inc. O/A Versitec Marine & Industrial
Analysis of Account with Liquid Capital MPi SUMMARY
LC account 4822

A/R Earned Earned Total
Factored Reserve (A) Reserve (B)
Opening $ 237,854.00 -$104,674.02 -$320,991.52 -$187,811.54
Less Receiver payment -$ 60,000.00 -§ 60,000.00
Adjusted A/R $ 177,854.00 -$104,674.02 -$320,991.52 -$247,811.54
LCX adjustments
Chargebacks (net) 212,391 212,391
Accrued Fees to October 10,2020 66,102 66,102
$ 177,854.00 -$104,674.02 -$ 42,497.67 $ 30,682.31
Corrections by MP1
1 apply Escrow holdback to A/R -$ 104,674.02 $104,674.02
( allowance for doubtful accounts)
2 Charge backs notsupported per - 212,391.37 - 212,391.37

analtysis because all were paid by Versitec

3 Chargebacks not tied back to invoice -$ 20,003.20 -$ 20,003.20




S

paid as per anlysis of chargebacks

4 Penalty as a result of fraud and converison
which not warranted per MPI reconciliation

- 24,470.81

- 24,470.81

-5 274,892.24

115,000.00

$201,712.26

115,000.00

$ 73,179.98
5 Add back Earned reserve from
VMI USA of $92,000 USS @ 1.25 Cdn
transferred by LCX
$ 73,179.98

-$159,892.24

-$ 86,712.26

Notes
1 The opening Accounts receivable
were adjusted to what was reported to the Court
prior to the first payment by the first Receiver

2 The Charge back by LCX were found to be all paid
either directly by Versitec and by funds sent

to LCX from factored receivables which source documents were provided to LCX initially.

3 The reserve analysis between Earned Reserve (A}and

Earned reserve {(B) was based on the Purchase and sale agreement as amended by

the forebearnace agreement. The Reserve in LCX statement could
not be foliwed hence the analysis was based on detail Receipts and
factored invoices. Since the difference between the LCX amount in total

and RB's analysis had differences that were reconcilable the analsis resorted to
the more detailed method with a mathematical check based on the agreement for

rreasonableness basis

4 The negative Earned Reserve (B) represents funds that were coliected and
deposited on behalf of Versitec but never paid by LCX but retained.
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in LCX invetment account.

5 The earned reserve pius the Earned Reserve (A ) plus Earned Reserve (B) is greater than the original Reserve
taken .This was the result of non factored invoices being received by LCX and
not paid to Versitec during the forbearnace agreement.As a result these advances
are still owed to Versitec by LCX. When LCX provided there Executive summary they
deducted the non factored receipts in order to reconcile to the outsatnding
factored A/R. The non factored receipts were not picked up in LCX's Escrow
reserve calaculation because it only focuses on factored receivables .This overage
was thus included in the Investment bank account of LCX because it was not
segregated in a separate trust bank account in favour of Versitec.
segregated in a seporate bank account. This was confirmed with LCX management,

Conclusion

Based on the forgoing it would appear that all funds were accounted for and there would not seemto
be misdirected or conversion of funds during the Forebearnace agreement time frame




1635536 Ontario tac, O/A Versitee Matlae & Industrial
Analysls of Account with LUiquid Capltol

P CHARGEBACK ARY

LCaccount 4822 Pald toLX
Per LCX by Versiter
oyl differgnce  Rats Bgazons
CB 7 Chargeback opaning old AR 5744808 S 66,00000 +§ 8,85092 aprll 26,2019 chorge back on fund 33

CB 11 Chargedack Enslern Med Invoices 121,180,54 141,663.79 - 20,473.25 perbelow singe no invalces provided by LCX

CB 16 Chargeback Finbels / Wallem 1670023 16,700.33 - perbelow slnee na nvoices provided by LCX

GB 24 Chasgebnck Bromay 20,895,26 29,895,286 - perbelow since no invoices provided by LCX

CB 27 ChargapackTransmed lavoices 932097 34,358.55 - 25,037.58 por below since no invoices provided by LEX

CB30 Chargaback Bundesbuschatfung GMBH 47,504.01 - 17,504,031 per brlow zince no involces providad by LOX
CB 32 Chorgeback Easier Nod imeuices 15,820.57 15,820.57 - per below slace ne Involces provided by LCX
Other misc chargadecks . 13,965.01 86,258.82 - 72,293.81 no spacifics provided by LOC
‘Gisd Dol §f CHfafgsbatks 28154579 S 330,697.30 $109,15155

ments +69,154.42 -
nkrpgrﬁgans" 321,542.92 -5 209,151.55 s 21239137
A R P ——

N2,
o R o B
gygfug!i gn‘g{n}yo_@ ¢ A5 Uhat Veraltae dimetly and Indirectly have pald thal amount plus more by $108,151.55.
Analysl
1 Companles and Opaning A/r
Enstern Med Paymants Finbets Wallom remer Transmed Bunesbeshafiunng GMBH Eastorn Med Paymnnits Opeaing o/R
Diate paid amount Date paid amount Date patd amount Date pald amount Date paid amount Date paid amount Oxapald  amount
July 19,2018 $ 2047252 Scplember132013 57,9391 22-Nov19 §$29,895.28 Nov19,2018 §20,033.13 H . October3, 2019 15,820.57 26.4pr}9  65,000.00
July19,2019 20859.23  September 13,2012 8,76042 - Nov7,2019 14,325,42 -
Nov 272019 14,076.73 . - . - .
September 30,2019 22,055.93 . . - -
October1s, 2019 13,45210 . - - -
October19,2019 1142455 - - . -
Dect 2019 19,6025 . - - .
Dec 6,2019 12,45.68 . - . -
Oecember 6,2019 - - -
$141,663.79 $ 16,700.33 529,895.28 $34,358.55 5 - § 15,820.57 $ 66,000.00
amagnt of charge back €811 121,190.54  Amount of CBI6 16,700.33 Amount of CB24 25,895.26 Amount of C824 9,320.97 Amount of (824 34,358.55 Amount of €832 15,8205 amount of CB7__57,149.08
Over payment 3 7047525 s ~ - 575,037.58 7534,358.55 s - S 685092

Gonclusion

The company charge backs have either all been peld or over paid by eilhes reductian in original funding ar payment by Veritee

Analysis of O/A{ Other Advances from non Factosed invoices} patd

directly to LOX
Non factored [nvolces payments recetved
Date amount tavil
June 4,2019 $ 16,36¢.27 219062
July 17,2023 31,766.54 219084
Nov 27,2019 8,859.77 219144
Dec 6,201 11,37135 219181
Drc 12,2019 4,206.91 219,764,239,165
Fcb26,2020 13,689.98  remitted by Bank of america far
86,258.82  $10,440.01 US with no involve
reforence
per above -69,154.12
17,104.40
Senclugion

Not abfe to quantify definitively

Total

5304,438.52

284,435,32

$ 20,003.20
e,

$ 20,003.20
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1635536 Ontario Inc. O/A Versitec Marine & Industrial

Analysis of Account with Liquid Capital
LC account 4822

Net nan factored Receipts received by LCX
from O/A customer paymrents directly

Factored unpaid a/r from LCX
documentation
Payment by Receiver

Net over payment

Reserve opening after chargebacks
and fees were adjusted per LCX

$§ 20,000.00
16,364.27
31,766.54

314.93
68,334.65
24,253.98

22,004.96
8,859.77
11,371.35
4,206.91

13,689.98

221,167.34

$221,167.34

237,854:00

- 60,000.00

177,854.00
-$ 43,313.34

-S 42,497.67

MPI NON FACTORED INVOICE RECEIPTS

AND CLAWBACK

Nov 7,2019

June 4, 2019

July 17, 2019
July 24, 2019
August 8, 2019
October 15, 2019

October 1, 2019
November 27, 2019
December 4, 2019
December 11, 2019
February 28, 2020

extra reserve taken by LCx on fund 43 Nov 7, 2019
remitted non factored invoice 219042

remitted non factored invoice 219064

sundry unidentified adjustment by LC

LC transfer from VMI USA escrow, LC Batch 153
NGM Energy, 219108, 219110, 219143, non factored,
paid directly to LC

appears on LC stmt., batch # 159

remitted non factored invoice 219144

remitted non factored invoice 219181

remitted non factored invoices 219164, 219165
remitted $10,440.01 US from BOA, invcice
unidentified
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difference -5 815.67




1635536 Ontario Inc. O/A Versitec Marine & Industrial
1635536 Ontario Inc. Analysis of Account with Liquid Capital
Analysis of Account wLC account 4822
LC account 4822

Invoices Factored

PerLCX Per MPIL difference
$1,022,491.51 1,147,003.68 -$  124,512.17
A/R factored 1,147,003.00
Deduct opening A/R purchased at sta rt'of forebearnce agreement -124,512.17

1,022,490.83

Difference immaterial - 0.68
Invoices factored per LCX executive summary $ 1,022,491.51

TOTAL INVOICE AND RECEIPTS

Receipts
Per LCX Per MPI

$ 689,173.53 $ 871,853.11

per above

less MPI recivers funds

deduct

opening a/R
payment on o/s A/r
Receipts per LCX

less small difference

Receopts per L.CX Exec
summary

difference

- 182,679.58

$ 871,853.11

- 60,000.00

811,853.11

- 54,721.06
- 66,000.00

$ 691,132.05

- 1,958.52

$ 689,173.53
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1635536 Ontario Inc. O/A Versitec Marine & Industrial
Analysis of Accaunt with Liquid Capitai RESERVE
LC account 4822

Reserve (A}, Reserve (B)
Original Escrow holdback
20% X A/R factored
20% X $1022,491.51 $204,498.20
Add reserve from fund 20,000.00
07-Nov-19

224,498.20

add opening Reserve
Oon A/R 38,402.22
Total per analysis MPI $262,900.42
20% of Receipts
20% X $691,132 -$ 138,226.40 138,226.40
Unfactored receipts received 86,258.82
by LCX per charge back analysis
Adjust opening Reserve paid - 38,402.22
August 8, 2019 Transfer fromvMI (USA ) in Batch 153 68,334.65

October 15,2018 NGM Energy Invoices
21910,219110,219143 non factored funds 24,253.98
received by LCX '

October 1,2019 LCX batch #159 unknown 22,004.96
no invoice 162,450.19 162,450.19
Claw back from Fund dated Nov 7, 2019 - 20,000.00 20,000.00
total of adjustmernts 182,450.19
July 24, 2019 misc adjustment by LCX 314.93

USA escrow account $104,674.02 $320,991.52
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Per detailed analysis -$322,255.88

diff not significant to try to reconcile -5 1,264.36




1635536 Ontario Inc. O/A Versitec Marine & Industrial
Analysis of Account with Liquid Capital
LC account 4822

FUNDING BY LIQUID CAPITAL

MP! FACTORED INVOICGE SUMMARY

507

EURO
Date Date of Batch#  Invoice # Customer Name
Funded  Invoice
2018 carry forward
2019
26-Apr 20-Mar 33 219D26 Eastern Mediterranean Maritime Ltd.

20-Mar 219029 Eastern Mediterranean Maritime Ltd.
20-Mar 219030 Eastern Mediterranean Maritime Ltd.
26-Feb 219031 Eastern Meditesranean Maritime Ltd.
30-Mar 219034 Eastern Mediterranean Maritime Ltd.
20-Mar 219036 Eastern Mediterranean Maritime Ltd.
20-Mar 219039 Eastern Mediterranean Maritime Ltd.
20-Mar 219041 Eastern Medlterranean Maritime Ltd.
20-Mar 219043 Eastern Mediterranean Maritime Ltd.
20-Mar 219044 Eastern Mediterranean Maritime Ltd.
21-Mar 219045 Louis Dreyfus Amateurs 5.A.5.

17-Jan 219010 Louls Dseyfus Amateurs S.AS.
25-Mar 219055 Premuda 5.p.a.

25-Mar 219056 Premuda S.p.a.

19-Feb 219014 Cruise Management International
10-Apr 218203 Jungbunzlauer Canada

10-Apr 219046 Jungbunzlaver Canada

29-Mar 219058 Spring Marine Management S.A.
04-Mar 219042 Titan Maritime

02-Apr 2195040 Wallem Ship Management

03-May 13-Mar 34 219053 Finbetaspa

13-Mar 219075 Hammonia Reederel GmbH

08-Apr 219074 Hammonia Reederel GmbH

26-Feb 219080 Anglo Eastern Ship Management

28-May 17-May 35A 219086 Bremer Bereederungsgeselischaft moH & Co. K.G.

19-May 219092 Interscan Shipmanagement GmbH & Co. KG
14-May 219095 IR Schiffahrts GmbH & Co. KG
07-May 219077 Meteor Management Bulgaria Ltd.

124,512.17

21,876.27
20,472.52
20,966.57
10,299.77
20,966.57
20,472.52
15,820.57
15,819.69
15,819.69
15,819.69
28,555.77

3,449,06
16,882.94
20,154.32
10,038.66
24,279.75
11,816.99
25,380.08

16,364.27°

7,939.91

343,235.61

8,760.42
46,825.17
46,825.17
32,796.82

135,207.58
29,895.28
5,061.53
2,235.75
14,909.55

57,102.11

usp
Gross Amount Funded
Invoice Customer

Total

178,333.86
32,004.83

37,077.26
10,038.66

36,096.74
25,380.08
16,364.27

7,939.91

343,235.61

135,207.58

57,102.11

Escrow
Holdback
Batch

Total

38,402.12

4,375.25
4,094.50
4,193.31
2,058.95
4,193.31
4,094.50
3,164.11
3,163.94
3,163.94
3,163.94
571115

689.81
3,376.59
4,038.86
2,007.73
4,855.95
2,363.40
5,076.02

3,272.85.

1,587.98

ok 68,647.12

1,752.08
9,365.03
9,365.03
6,553.36

ok 27,041.52

5,979.06
1,012.31
1,447.15
2,981.91

ok 11,420.42

Net

Advance
by invoice

86,110.05

17,501.02
16,378.02
16,773.26

8,239.82
16,773.26
16,378.02
12,656.46
12,655.75
12,655.75
12,655.75
22,844.62

2,759.25
13,506.35
16,155.46

8,030.93
19,423.80

9,453.59
20,304.06
13,091.42

6,351.93

7,008.34
37,460.14
37,460.14
26,237.46

23,916.22
4,049.22
5,788.60

12,927.64

Net

Advance
by batch

86,110.05

274,588.49

108,166.06

45,681.69

ok

ok
ok

ok

ok
ok
ok

ok
ok

ok

Payment to LC
Amount

Date

54,721.06 lanuary 23, 2019

66,000.00

20,472.52

20,859.23
15,820.57

28,555.77

24,279.75
11,816.99
25,380.08

7,939.91

8,760.42
46,990.19
46,825.17

29,895.28

6,530.80

April 26, 2019, withholding from Fund 33

July 19, 2019 (1 of 2, $41331.75)

July 19, 2019 {2 of 2, $41331.75)
Octobar 3, 2019 {1 of 2, $29538.97)

July 3,2019

July 19, 2019 $36,096.74, paid direct - LC Batch 146
July 18, 2019 $36,096.74, paid direct - LC Batch 146
June 21,2019

Septernber 13, 2019 - paid from additional heldback on Fund 40

September 13, 2019 - paid from additional holdback on Fund 40
August 14, 2019
May 10, 2019

November 22, 2019 paid by LC from escrow, batch 162

September 6, 2019




28-Jun

02-Aug

22-Aug

27-Aug

13-Sep

20-Sep

26-Sep

18-jun 36A

13-Jun
10-May
19-Mar

20~Jun-19 37A
20-jun-19
10-Jun-19
05-jun-19
27-Jun-19

10-jun-19 38A
05-Jul-19
21-lun-19
25-Jun-19
12-Jul-19
04-Jul-19
18-Jul19

D7-Aug-19 39A
30-jul-19
08-Aug-19
12-Aug-19
01-Aug-18
28-1ul-19

14-Aug-19 40
14-Aug-19
06-Aug-19
15-Jun-19
08-Jul-19
16-Aug-19

09-Sep-19 41
01-5ep-19

09-Sep-19 42A
05-5ep-19

219115 Bundesbeschaffung GMBH
219116 Bundesbeschaffung GMBH
219094 Dalomar Shipping S.A.

219068 Spring Marine Management S.A.

219072 Rigel Shipping Canada inc,
219085 Rige! Shipping Canada Inc.
219091 Rigel Shipping Canada Inc.
219102 Transmed Shipping Company Ltd.
219129 Transmed Shipping Company Ltd.

219101 Fri Kamsund

219103 Wilson Ship Management AS
219124 Admiral Corporation

219126 Green Shipping AS

219131 Dynacom Tankers Management ttd.
219152 MMI Europe Ltd.

219155 Ast Shipinvest AS

219139 Biue Line Ship Management SA
219162 Thenamaris Ship Management fnc.
219166 Rige! Shipping Canada tnc.

219171 S1A RIX Shipmanagement

219175 UAB Promar

219178 Premuda SPA

219167 Avin International

219033 Eastern Mediterranean Maritime Ltd.
219035 Eastern Mediterranean Maritime Ltd.
219132 Eastern Mediterranean Maritime Ltd.
219137 Eastern Mediterranean Maritime Ltd.
229160 Hogil AS

219168 Eastern Mediterranean Maritime Ltd.
219200 Eastern Mediterranean Maritime Ltd.

219138 Blue Line Ship Management 5.A,
219189 Eastern Mediterranean Maritime Ltd.

30,063.58
29,150.35
13,295.90

7,813.42

80,323.25

1,784.44
1,945.41
52571
29,354.41
13,994.45

47,604.42

13,898.32
10,009.27
14,965.12

5,439.40
11,628.63
10,091.17

7,084.47

73,116.38

13,035.13
10,811.62
4,547.34
7,967.33
3,111.77
10,313.26

49,786.45

13,647.29
13,890.98
22,307.79
7,558.07
9,284.23
4,852.99

71,541.35

13,507.84
13,131.77

26,638.61

13,053.44
4,739.35

59,213.93

80,323.25 ok

4,255.56
43,348.86

47,604.42 ok

73,116.38 ok

49,786.45 ok

53,041.07

71,319.66 diff

26,639.61 ok

6,012.72
5,830.07
2,659.18
1,562.68

16,064.65
el

356.89
389.08
105.14

5,870.88

2,798.89
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2,779.66
2,001.85
2,993.02
1,087.88
2,325.73
2,018.23
1,416.89

2,607.03
2,162.32
909.47
1,593.47
622.35
2,062.65

9,957.29
T

2,729.46
2,778.20
4,461.56
1,511.61
1,856.85

970.60

a0ezT

2,701.57
2,626.35

532782

2,610.69
947.87

24,050.86
23,320.28
10,636.72

6,250.74

1,427.55
1,556.33
420.57
23,483.53
11,195,56

11,118.66
§,007.42
11,972.10
4,351.52
9,302.90
8,072.94
5,667.58

10,428.10
8,649.30
3,637.87
6,373.86
2,489.42
8,250.61

10,917.83
11,112.78
17,846.23
6,046.46
7,427.38
3,882.39

10,806.27
10,505.42

10,442.75
3,791.48

54,258.60 7,507.49

ok 1,782.88
ok 1,946.97
ok §25.71
ok 20,033.13
38,083.54 14,325.42

11,838.45
7,618.51
58,453.10

3,194.48
7,916.30

39,829.16

13,943.20
ok 14,076.73
22,055.93

$7,233.08

13,453.10
21,311.69 11,424.58

? 4,873.45

July 24, 2019

August 16, 2019
August 16, 2018
August 16, 2019
November 19, 2019
November 7, 2019

November 5, 2019
December 16, 2019

Paid directly to LC, LC Batch #152
Pald directly to LC, LC Batch #152
Pald directly to LC, LC Batch #152
Paid directly to LC, LC Batch #170

paid from BOA and included in VMI Canada USD schedule

Decemkber 9, 2019

Paid directly to LC, LC Batch #178

September 20, 2019 - wire from TO Euro a/c5,572.90 euro

September 19, 2019 - paid directly to LC 9,638.60 EUR
Novemnber 27, 2019 (2 of 2, $29538.97) .
Septernber 30, 2019 - wire from TD Euro a/c 15,755.20 euro

Qctober 19, 2019
October 19, 2019

October 19, 2019

paid by customer to LC
paid by customer to LC

pald by customer to LC
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07-Nov

26-5ep-19

21-Oct-19
16-0ct-19
24-0ct-19
30-Sep-19
01-0ct-19
25-Oct-19
29-Oct-19
21-Oct-19
01-Nov-19
22-0ct-19
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219099 Eastern Mediterranean Maritime Ltd.

219031A Eastern Mediterranean Maritime Ltd.
219151 Eastern Mediterranean Maritime Ltd.
219216 Eastern Mediterranean Maritime Ltd.
219217 Eastern Mediterranean Maritime Ltd.

219204 Thenamaris Ship Management Inc.
219225 Thenamaris Ship Management inc.
219194 Thenamaris Ship Management tnc.
219222 Blue Uine Ship Management S.A.
219223 Blue Line 5hip Management 5.A.

219163 Transmed Shipping Co. Ltd.
Additional holdback

Deduct apening A/R purchased
Per LCX diff immaterial

19,528.19

37,320.98

10,638.05
12,509.15
11,630.59
7,273.90
13,113.34
7,384.09
8,146.66
8,732.86
9,109.92
14,075.21

100,613.77

1,147,003.68

-124,512.17
$§ 1,022,491.51

24,267.54

37,320.98 ok

42,051.69

26,644.09

17,842.78

100,614.58 diff

3,905.64

7,464.20
PO el

2,127.61
2,501.83
2,326.12
1,454.78
2,222.67
1,476.82
1,629.33
1,746.57
1,821.98
2,815.04
20,000.00

40,122.75

262,900.42

15,622.55 29,856.78 19,602.15 December 6, 2019 Paid directly to LC, LC Batch #179, 181, 182
8,510.44
10,007.32 12,445.68 December 6, 2019 Paid directy ta LC, LC Batch #179, 181, 182
9,304.47
5,818.12 7,273.80 December 6, 2019 Paid directly to LC, LC Batch #179, 181, 182
8,890.67
5,907.27
6,517.33 -
6,986.29
7,287.94 -
11,260.17
-20,000.00 60,451.02
489,964.71
16,364.27 June 4, 2019 remitted non factored invoice 219042
31,766.54 July 17,2019 remitted non factored invoice 219064
314.93 July 24,2019 sundry unidentified adjustment by LC
68,334.65 August 8, 2019 LC transfer from VMI USA escrow, LC Batch 153
24,253.98 October 15, 2019 NGM Energy, 219108, 219110, 219143, non factored,
22,004.96 October 1, 2019 appears on LC stmt,, batch 4 159
8,859.77 November 27,2019 remitted non factored invoice 219144
‘ok 11,371.35 December 4, 2019 remitted non factored invoice 219181
- Decembter6, 2019 remitted non factored invoice 219127 included in payr
4,206.91 December 11, 2019 remitted non factored involces 219164, 219165
201,167.34 ok 13,689.98 February 28, 2020 remitted $10,440.01 US from BOA, invoice unidentifiec
50,000.00 June 28, 2020 payment on account by MP!
10,000.00 August 4, 2020 payment on account by MPI
884,103.26 1,085,270.60 Tzléiﬁﬂ

1 payment of Avin inv. 219167 9638,60 euro, $13,943.20 CAD possibly included in this unidentified
and also listed on invoice line item.
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1695536 Ontario inc. O/A Versltee Marine & Industrial
Analysiz of Aexount with Liquld Capleal
1Caceaunt 4822

FUNDING BY LIQUID CAPITAL
RO on
Date Date of Batch# Invoca® CustomerName Grass Amount Funded
funded  Involce tnwotee customer
Total
2028 carry forward 12451227
2019
20430 Legal Fees
25-1an
26Apr 20-Mar 33 219026 Castern Meditermnoan Maritime 18, 21,8787
20-Mar 219023 Eastern Mediterranean Maritime Ltd, 20,472.52
20-Mar 219030 Eastern fediterrencan Masilime Ltd. 20,966.,57
26-Feb 219031 Lastern Mediterranzan Marltime Lid, 10,209.77
20-Mor 219034 Eastern Meditareanean Marltime Ltd, 20,966.57
20-Mor 219036 Eastern Maditereanoan Maritime ttd, 20,472.52
20-Mar 219039 Eastern Medlterranean Marhime Ld. 1582057
20-bazs 219091 Zastern Meditermancan Mssltime Ud. 15,819.69
20-Mar 215043 Eastera Meditorrancan Maritime Ltd, 15,012.69
20-Mar 219044 Eastern Mediterranean Madme Uid, 15.819.69  178,332.80
21-Mar 219045 Louls Oreyfus Amsteurs S.AS. 2838577
17-4an 219010 Louls Oreyhus Amateurs SAS. 3,049.06  32,004.83
25-Mar 219055 PremudaS.p.a. 16,852.94
25-Mer 219056 Pramuds S 2019432 37,0126
19-Feb 219014 Crulse Management international 1003866 10,03866
20-Apr 218203 Jungbunzlaues Canads 24,279.75
10ap¢ 229046 Jungbunlouer Canada 1081699 3609G74
29-Mar 219058 Spring Marine Management S.A. 25,980.08  25380.08
ot-Mat 219042 Titan Mariime 1636427 16,6427
oz-Apr 213049 Wallem Ship Mancgemant 7,03991  7.50991
343,225.01 34323561
03-May  13-Mar 34 219053 Finbeta spa 8,760.42
13-Mar 219075 Hammonia Reederel GmbH 46,825.17
0B-ApF 215074 Hemmonla Recderel Gmbh . 46,625.17
26-Feb 235064 Anglo Easters Ship Managemant 22,796.02
135,207.58
28-May  17-May 354 219085 Bremer Decoederungagesclischaft mbt & Co. KRG, 29,095.28
29-May 215092 latarscan Shipmansgement DmbH & Co. KG 5,061.59
14-May 219085 JRSchlifshits GmbH & Co. KG 733575
07-May 213077 Metear Management Bulgarle Ud. 14,909.55
§7,10211
28-4un 18-lun 36A 219115 bundesbeschafiung GMDK 20,062.58
13-un 219116 Bundesbeschatiung GMEH 29,15038  39,213.93
10-May 219094 Dalomar Shipping S.A 13,295.90
15-Mar 219068 Spring Musine Management S.A. 7,813.42
B0,322.25
02Aug  20Jun-19 37A 219072 Rigel Shipplog Canads Inc. 1,700.44
20un-19 219065 Hgzl Shipping Conada Inc. 1,245.41
10-jun-19 2159091 Rigal Shipping Canada inc. . 5571 429556
05-Jun19 219102 Transroced Shipping Company Ltd. 2935441
27-4un1s 219129 Transmed Shipping Company Ltd. 13,9405 4334886
47,604.42
22-avg  10Jun-19 384 219101 F+l Kamsund 13,89832
05-Jul-19 219103 Wilson Ship Management AS 10.009.27
214un-12 219124 Admbral Corporation 14,965.12
25-4un-19 219126 Green Shigping AS 5/439.40
12019 219131 Dynacom Tankare Management Ltd, 11,628.63

Acual
Cacrow Net Nat ARPurchased  Holdsack
Holdback Adwance Advance
Bawch by Invokea by batch
Tow!
38,402.12 80,110.05  £5,110.08

4,375.28 17,501.02 287637 4372
4,090.50 1637801 047232 4,09850
4,19331 16,773.26 2096657 419331
2,059.95 58,2392 19,2997 2,959.95
419331 16,77326 20,966.57 4,3191.31
4,094.50 16,378.02 047252 4,094,50
316431 12.656.46 1502057 316013
3,163.54 12655.75 1581568 316399
3,163.94 1263575 1561965 316394
3,163.94 12,665.75 15,819.69 3,163.94
571115 22,804.62 2885577 571139

689,81 275925 3,409.05 629.63
3,376.59 13,506.35 1686294 337659
4,038.66 1615546 20,4002 403626
2,000.73 8,020.93 1001866 200073
4,855.95 19,423.80 L 28,279.75 4,855.35
2,363.40 9,453.59 11,8699 236540
5,076.02 20,304.06 2536009 S,076.02
3,272.85 13,001.42 1636127 329255
1,587.98 535183 27450848 793991 15798

€8,647.12

1,752.08
9,365.03
9,365.03
655036

27,041.52

5,979.06
1,012.31
1,34715
290191

1142042
et

5,0t2.72
5.830,07
2,639.18
1,562.66

TTIC08R85

256,89
382,08
105.14

5,870.88

2,798,689

T

277966
2,001.85
2933.02
1,067,688
228,73

7,008.34
37,460,14
37,460.14
26,221.46

23,916.22
4,029.22
5,768,60

11,927.64

24,050,86
23,320,28
10,636.72

250,74

142738

119556

11,118.66
8,007.42
11,972.10
435152
2,30280

100,166.05

4553165

€4,258,60

30,083.54

Addilional  Actunl Net

inliial Fees  Expenses Furd

L4B2.L9

63622
61413

22.00

30099

622.00

6418

1262

47459

47459

47058

85657

10347

50643

605.83

30L16

72839

354.51

761,40 150.00

49093 15,000,060 legot fecs
21820 6600000 clowboe

P ——E LR

34323561 66,647.12 _ 10,297.07  4L,150.00 14314147

876042 178208 262.81

46,325.37 9,365,03 1,404.76

46,8257 ,36503  L,a0L76

3279682 G596 181.20 3000
135,207,568 27,041.52 4,086.22 30.00 104,079.34
29,895.28 597906 296.96

506155  1012: 151,85

723575 144218 21787

1390955 2,56151 aa1.29 30,00

5740211 11,4204z 1713.0C 3000 4203862
30,052,568 6,012.72 191

28,13035 5,830,07 874.54

13.295.90 265018 336,88

7,810,442 1,562.60 258,40 3000

30.323.25 16.060.65  2.409.70 30,00 63,616.90

1,784.84
1,045.42
525.71
29,354,841
12,984.35

47,604.42

13,899,
10,00927
14.965.12

5,432,600

356,82 52.53
389.08 3836
10534 15.77
5,870.88 88063
2,798.59 419,83 30.00
952038 __1,42¢33 30,00 3652540
2,729.56 41695
2.001.85 300.28
2,992.02 448,95
1,067.88 0318
232573 34815

11,628.63

Payment to L& Date

54,721.06 January 23, 2019

55,000.00

20,472.52

April 26, 2018, withholding lrom Fund 33

Iuly 19,2019 (1 0f 2, $41331.75)

20,859.23 July19,2019 {2 of 2, $61331.75) overpymt of $377.71 glrocied to resorves
15,2087 Octobar 3, 2019 [1 ot 2, $29538.97) TBbatch 163
28,555.77 fuly3,2019
20130703 Churpedback
Chatgodbuck batch 194
Clhargedback batch 154
Chargedback bateh 154
24,279.75 July 19, 2019 536,096.74, paid direct - LC Batch 146
1131659 July 18, 2019 $36,096.74, psi¢ dlrect - LC Bakch 196
25,080.08 June 21, 2039
16,555.27 Forwarded by Vertitee
7,939,91 Segtember 13, 2019 - paid from additlonal holdback on Furd 4 Chergedback batel 157

8,760.42
26,2167
46,825:17
31,757.54

29,095.28

September 13, 2019 - pald I

on Fund 4 Ch.

dhack batch 157

A3V 10.2012
May 10, 2019
7/17/1013 Forvarded by Veratoc

November 22, 2019

pald by L€ {rom eswow, batch 172
Cherpedhack batch 154

6,50.80 September 6, 2019 shor pymt - balente CB
Charpedback batch 156
gaich 197

7.507.49 July 24, 2019

1,782.38 August 16, 2019 $aid diractly to LC, 1€ Batch #1152
1,946.97 Augusti6, 2019 Pald direcily to L, LC Bateh #152
525,71 August16,2019 Pald directly to LC, LC Datch #152
20,032.13 Novembar 19, 2019 Paid directly to LC, LC Baich A170
14,325,472 Kavember7, 2019 CBhbatch 165
2020-06-29 baich 150
11,83845 NovemberS, 2019 Chargeback batch 169
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04-jul-18
18129

Maug  O-AugLE VA
30ut19
B-Auz19
12019

* 0l Augp19
28119

1350p  14-Aup1? 40
WAug19
0G-Aug-19
15-dun19

o-fut1s
16-Avg-29

205ep  03:5ep1s 41
ot-Sap-19

2650p  09:5epr1S 424
05-5¢p-12
265019

@Nov  21-Qet19 43
16-0ct:19
2¢-0ct:19
305ep1D
01-0ct-13
25018
23-0ct-19
21-pa-19
01:Nov-19
2:0a18

219152 MM| Europe Ltd.
215155 Ast Shiplnvest AS

212139 Blue Line Ship Management $A
215162 Thenamaris Ship Management tac.
219166 Rigel Shipping Canada Inc.
219171 SIA RIXShipmanagement

219175 UAB Promat

219378 Premuda SPA

219167 Avin lnternational

219033 Eestern Maditerransan Marliime Lid.
219035 Eastern Medltesrancan Maditime Lid.
219132 Eastern Meditersanean Marltime tid,
219137 Easlern Meditetrancan Marlime Lid,
219160 Hopt AS

218168 Eastern Meditermnesn Masltime Ud.
215200 asteen Medtterranean Marltme Lid

219138 Blue Une Ship Management S-A,
219189 Fastern Muditecranean Mardtme LLd,
219099 Esstern Meditermnean Masitime Lid,

2190314 Eastern Medhterranean Madiime Ltd,
219151 Eastern Mediterrnesn Marltime Ltd,
219216 Eastetn Maditercanaan Maritime Ltd.
219217 Exstemn Madlisranean Maritlme (td.
219204 Thenamaris Ship Management Ing.
219225 Thenomaris Ship Menogement Inc.
219133 Thenamariz Ship Management Inc.
219222 Blue tine Ship Managament S.A.
219223 @lue Line Ship Management S.A.
219163 Transmed Shipping Co. L6,

Additional holdback

10,083.17
7,088.47

73,1638

13,035.13
10,811.62
- 4,547.34
7.967.33
211077
10311.26

49,786.45

13,607.2%
13,890.98
2230279
2,558,07
9,284,23
4,852.99

7154135

13,507.84
13,1377

26,639.51

13,053.04°
4,739.35
19,528.19

3732098

10,630.05
12,509.15
11,630.59
727290
11,1534
7,384,09
514656
873286
5,109.52
18,075.21

100,613.77

1,147,003.68

53,001,07

24,267.54

42,05169

26,662.09

17,842.78

24,623,28

5,95729
—————a

4,327.92
R— L1

O ZEC)

4,014.13
1,415.89

2,607.03
216232
309.47
159247
62235
2,062.65

2,70157
2,626.35

3,905,564

2,127.61

262,500.42

80)294
5667.58  58,453.10

10,420.20
2,645.30

3,637.87

6,373.86

2,489.42

2,25061 33,0221

10,517.83
13,112,786
17,846,238
6,046,46
7,422.38
3,80233  57,233.08

10,806.27
1050542  21,31L.69

1044275
3,791.48
1560255  23,356.78

0,510.04
10,007.32
9,308.47
5819.12
8,82067
5,007.27
651733
538629
7,287.94
1126037
-20,000.00 5049102

884,103.26  BE4,103.26

w

WoNLA AL dug.sd

2,083.47 1016.89 U253 3000

7311630 14,6328 _ 2.193.49 3000 56,269,561
13,035.13 2,6070) 391,05

pLESS RO} 216232 32835

4547.34 909.67 136,42

7,867.33 159347 239.02

301177 62235 9135

10,313.26 2,002.65 309.40 oo

d8,78645  9.957.29 149359 30.00 3830557
1363729 272966 309,42

13,60%.08  L733.00 410,70

2230779 446156 §6p.23

2,852,07  1,51061 216,74

826623  1,35235 277.95 12,0169

4,852,258 97046 145.57 30.00

559

7131965 13,163.93
PR = AL S

1302291 2,70157 39249

1355670 262535 406,70 30.00
SRR SR e
2663961 __5327.92 735,17 30.00 208250

e e S et A —— A
13,053.44 2,510,689 39180

470,38 947,87 1218
19,5203 3,905.63 58585 3600
37.320.98 7.463.20 1.119.62 1000 2870715
1063505 2.027.6% 310,14
12.503.15 2,501.83 37537
11,630.59 ,226.12 348.92
727290 1,454 1822

1.113.28 2,222.67 323,40
733435 147698 2158

3,126.66  1629.33 242,40

8,732.36  LMM6ST 26199

2,009.32  1.52138 27330 20,0000
16075.21  Zd1504 422.26 50.00

3.018,34 _ 20,030.00  S7443.2

1005653.57 10,

1,022,370.61 20445412 30,6632 114,947.30 67361862

1,618.51

3,190.48
791630

13,943.20
14,075.73
22,055.93

13,853.20
11,424,55

487345
19,602.1%

12,445.68

7,273.90

16,3642
3176633
32493
68,324.65
24,253.9¢
22,001.96
2,85377
1137035

4,206.91
13,680.98
$0,000.00
10,000.00

Dacembar 18, 2014
lune 29, 2020

paid from BOA and Indiuded In YM| Canada USD schedule

December 9, 2019
September 20, 2019 - wire from TD Euro 2/¢5,572.90 euta

Septembar 19, 2019 - pald diractly 1o LC 9,635.60 EUR
Newember 27, 2019 (2 of 2, $29532.97)
Saptembar 10, 2019 - wit= f1om TD Euro nfe 15,755.20 euro

Geteber 29, 2039
October 19, 2019

October 19, 2019
Descember G, 2038

December §, 2019

December 6, 2019

reserve 2dv dlawback

27-Mav18
21-un-19
L-Ang19
13-5ep:17
7019

13-J2n-20
13:4an-20

June 4.2013
July17, 2013

July 24,2019
Aupuat 8,2019
October 15, 2049
October1, 2019
November 22, 2009
December 4, 2019
Decembzerc, 2013
December11, 2019
February 28,2020
June 25, 2020
August 4, 2020

5534,75:

Datch 186
Barch 170

Paid directly to LG, LC Batch #2178

Bakh 350
bateh 183
CB with DA fiom Sl Pir & cescrves butch 160

CB betch 169
CB botch 169

bateh 150
< batch 163
Paid directly 1o LC, LG Batch K179, 181, 282

Batch 181
Paid directly to LC, LC Balch 4179, 181, 182

Paid directly to 1, L€ Batch 1179, 181, 152

Foreheatance Foes

Florlan Meyes Foes

Florlan Mever Fees

Tintian Meyer Fees

Hottan Mever Fees

£ostatn Mied 213035 pyme cecoursed 2% atready dheg
Financal business Development Corp.

Rigel €8 batch 134 « inv convarted ke Euros on funding
Bach 10056 - additional frex

Batch 10057 - Penalty fee

¢emitiad non factortd inveice 21904 refiacted abowo it
senilad non factorad invoice 21906 reflacsed above (t
sundry unldentified adjutment by LC

LS tramsfer from VI USA escrow, LC Batch 253 usad b
NGM Energy, 219208, 219130, 219143, non factorad, |
appears on LCatms., batch # 153 Usad 10 pay Sia RD>
temitied non factared involce 212144 fec'd and trant
remittod hen factored Invoice 219181 batch 177 - fit
cemitted non factored invoica 219127 included In paye
remitted non factored Jvolces 219164, 219165
remimed $10,440,01 US fram 804, Involce unfdentifies
payment on accaunt by WPl

payment on sccount by MP}
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APPENDIX F - 1
ANALYSIS OF 1635536 ONTARIO INC
LCX RECONCILIATION




Reconcile AR @ 30-9-2020

Total AR purchased 1,022,270.70

Factor Collections 511,010.88 50%

Receiver Receipt 59,982.00

O/A 118,180.65

Net collections -689,173.53

Less Chargeback -212,391.37 21%

Add Opening AR 57,149.19 AR from old Factoring agreement not collected, inc in Forbearance Apr 2019

'Tota!:ARtfactog'ed--__. I 177,854,99 Then alf charged back

Reconcile Funds Employed (NFE)

Client Fundings 676,739.68

Res Re!/ Transfer in 103,000.00

Third party legals 7,688.26

Monitoring Fees (FM) 31,851.92 y

819,279.86 100,994

Less Collections -711,840.19 Shortfall if invoices paid in full
Transfer in -120,750.00 2!

Add fees 173,489.31 /

Add Ad] 3,010.00

Add Opening NFE 49,5657.96

Total Net Fundg Eriplo

212,746:94

Add Accrued fees (to 19-10-2020} 66,102.48

Key points

1) Only $511K or 50% of factored AR actually collected !

2) Large amount of chargebacks ie $212K or 21% of factored AR

3) Remaining AR totalling $177K is on average 12 to 15 months old

Hence a large amount of accrued fees due to late / non payment $ 66,102

4) All Escrow reserves ie 20% held on factored AR is full used by chargebacks, additional fees etc

5) There was over $176K of misdirected factored invoice payments , which exceeded the $118K of non factored collections

Total payout including accrued:Feés

BottomLine: Net Funds Employed + accrued fees $278K > Total remaining factored AR $178K by $100K !

LG Rec for J Morgan Apr 2019-Sept 2020 AC 4822
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Penalty tor
Misdirected
Customer

Chargeback # Date Invoice # Debtor Reason Amount

ca7 2019-05-10 218091 Avin International Ltd. Debtor non payment old Factoring 21,176.99
cB7 2019-05-10 217289 Ocean Choice International . Debtor non payment Old Factoring 19,522.72
CcR? 2019-05-10 218016 Schiffahrtsgesellschaft mbH & Co. Debtor non payment 0ld Factaring 3,904.50

2019-08-22 219092 Interscan Shipmanagement Allocate OA pymt 5,081,53
CB12 2019-08-22 219077 Meteor Management Allocate OA pymt 14,908.55
CB12 2019-08-22 219055 Premuda S.p.a. Allocate OA pymt 16,882.94
CB12 2019 08122 219056 Premuda S.| p a. All%cfate OA pymt t "%0 ,194. 32 2

SHEIEE
i

2019-11-18

e 2 T, BICORB s b e e ger neskese)

"
2019-12-04
2019-12-13
2019-12-13
2019-12-13
2019-12-13
2019-12-13
2019-12-16
2019-12-17
2020-01-03

Bzm. I

219102 Transmed Shipping
219217 Eastern Mediterranean
219031A Eastern Mediterranean
219151 Eastern Mediterranean
219099 Eastern Mediterranean

219116 Bundesbeschaffung GMBH

219039 Eastern Mediterranean
219166 Rigel Shipping
219152 MM Europe

B ER .
Allocate OA-1119201922
Allocate OA-1212201921
Aliocate 0A-1212201821
Allocate 0OA-1212201921
Allocate OA-1212201921
debtor non payment
Previously paid on Oct3
converted to Euros in error
Apply OA-1218201917

NOTE: Per Factoring agreement dated June 21 2017, Clause 10 "Payments Received by Seffer”
LCX can charge penalty for conversion / fraud ie customer receipts received and misdirected but not remitted to LCX
Penalty is the greater of $1000 or 10% of value of funds received and not remitted

LC Rec for J Morgan Apr 2019-Sept 2020 AC 4822

N 2019-10-04 ’ L219035 Eastern Medxterranean ‘Aliocate 0A-10022019 13,647.20
2019-11-18 219128 Transmed 5hipping Co. Ltd Allocate OA pymt 13,994.46
2019-11-18 219131 Dynacom Tanker Management Ltd,  Allocate OA pymt 11,628.63
2019-11-18 219200 Eastern Mediterranean Allocate OA pymt 13,556.70
2019-11-18 219168 Eastern Mediterranean Allocate OA pymt 13,082.91

219189 Eastern Mediterranean Aliocate 0@ pymt 4,739.35

EEEPTRLE RN

29,354,10

7,273.90
10,638.05
12,509.15
19,528.19
28,875.05
15,820.57

1,361.86
10,091.47

501,950.29

24,470.82
Var - 0




ropared By LGK 1!

CLIENT ACTIVITY STATEMENT (CAS)

From: Apit 1,201 To: Sepember 30, 2020
Cllent: 1835538 Ontasdo inc dba Verellec Marine  Factoring
Number; 4822
Feer Fund 33
Typo: LCEC CDN Foa por SOA 10,267.07
Posting per CAS 25,207.08
Dizcount: Ratas por Foroboamea agreament - April 2018 Var _15000,01 Holdback for Forebaamco feos + lagats postad as fans Inztada on oxifa resorves
Reserve: Ratos per Foraboarace agraomant - Apri 2018
Schedule Purpose: Drtalied summry of ol client octivity per Liquid Copitol, Includes funding, eollections, fecz ond mavements in AR + NFE
|Accounts Recelvable Dlsbursemants and Ghirges K 5
7 Avalianllity: §1,570.20

bato Batch Typo Bought Invelcet Collectod invols Discounts Chargebacks _Funding Receipts Feos Adl. Acc. Recaly, __ Funding Rosarve %

Oponing Batancas 560,859.54  494,174.60 22650 26,535.75| 48390842 51022625 44.463.84 51,415,956 57,14019 49,657.88 7591.23 13.28%)
2019.04-30  4822-0033  Purchase 34223662 Fundn 2 103,141.42 T 529108 15600]  400,38681 25844646 14223835 35.53%)
26190503 48220004 Pufchaso 135.207.58 Fund 34 . 104,079,864 4.056,22 30.00] 53559239 36631252 18977087 31.61%
2018:0640 8220132 Rocpl Cust 4682617 9,00 Harumanie 219075 46,816.17 46876722 31949835 16927087 24.63%
2019.0510 48220139  Chgback D7 Charpabuck opaning oid AR 57,149.08 16,656.50 43161614 03615285 9546529 22.12%
2019-0327  4622-0035  Purchase . 1 Forsbaarmes Fi, T 151000 431,618.14 346,152.85 85,465.20 18.80%
20150531 46220036  Puichase | 4698360 Res Raleast n advanco of fund 3. 30.00| 43161834  393,17648 38,441.60 8.51%]
2018:05.31 49220037  Puichase 57,102.12 Fond 4 3540 clawheck 1,713.08 3000| 48872028  394,519.52 93,80073 19.18%
20190805 4822.0140  Recpt Cust 16,364.27 9.00 Taan 210042 16,355.27 85,92 472,5599  378.850,18 92,705.81 10,04%
2019.0518 48220038  Purchase ’ T74.94 Legsh Dobuie AR 47235595 379,426.12 92,930.87 19.67%
20190621 48220039  Purchase 9,74B.26 Fiarsin Feos RRE2 41235599 989,171.38 £3,184.51 17.64%
2016-0624  4822:0041  Rucpl Cust 25,380.08 3parg Merie 240058 25,391,08 494,91 44697591 06427521 £2,700,70 18.50%
2019.06.28 46220040  Purchase 80,321.26 Fund#36 61,818.90 2,409,70 30,00| 52720947 42853381 98,785.36 18.73%
2019.07.03 48220142  Chgback B Lo Orayrs 344908 90.54 523,054 428,624.35 95,22576 18.18%
2016.0704 48220143 Recpi Cust 28,535.77 9.00 Lows eyt 215045 20,548.77 771,00 49525434 400,84B.58 94,445.78 19.07%
2015.07.06 48220144  Chghack ) €8 Hammonia misaapication 1,298.40 495,29439 40234768 93,14636 16.81%]
20190717 48220146 Recpl Cust 12,796.82 1.038.26 Anglo 219064 31,757.54 1,131.50 46249752 071.521.94 90,675,50 19.67%
2010.07.18 48220146 Rocpi Cust 36,096.74 Junz 238203, 219045 36,096.74 1380.70 426,40078 33580580 80,504.80 21.01%|
201907.22 48220147 RecplCust 4132275 Eastoin 219020, 219036 41,2275 1,658.28 185,07603  207.141.43 87.936.80 22.86%
2010.07.23 48220148 Rocpt Cunt UL 120,750.00 Trengfet15 $52% USO ot 46200 38507803 17639143 20868880 54,19%)
2049-07.24 48220148 Chgback COt1-CostomMed 121,390.54 5,105.80 283,887.49  161,497.31 82,350.18 a1.22%|
2015.07.25 4822-0149  RecplCust 781342 314.93 Spinp 315068 7.480.49 25607407 17390882 82,075.25 32.05%)
20150801 48220041  Puichase 6,245.00 Florsin Pass ARZ A 25607407 180,213.82 75,88025 26.62%|
2019-08.02 48220042  Purchase 4760444 Fonda WA 36,62542 1,428.14 3000] 30367081  218,297.38 85.381.13 28.12%)
2019-08-14  4B22-0150bol Recpt Cust 4 46,950.15 oA Colinetions 46,930,19 258,668.32 171,307,19 85,384.13 33,26%
2016.0815  4822-0151bot Reept Cust 03 apoly O - Hammenia 219075 263362 250,85334 17394111 82,91223 32,28%
20180816 4822-0152b0t Racpt Cust . 255,58 Figar 214012, 215085, 219051 4,255.56 252,897.78 16068555 6281223 22.82%)
2019-08-21  4822:0153bot Rocpt Susl “ ¥3l 8B.AT4BE: oaAngro Exstom 68.334.65 184,263.43 101,350.90 £82,912.23 45,00%
2019-0822 4822-0043  Purchasa 73,418,380 Fund s 304 56,209.00 2,103.50 30.00] 25737951  150.844.00 97.535.51 27,90%|
2019.08.22 46220154  Chghack sply O - o €5 -1,247.66, 2,812.47 258,827.18  183,658.47 94,970.89 36.72%]
20190826 48220044  Purchaze 48,786.48 Funds ) 38,305.56 1,493.60 2000{ 30841362 20348565  104927.97 34,02%
20180910 4822-0155b0t Recpl Cust # 64 0 Cotinctions 468564 20372698 199,758.01  108,927.97 34.55%)
2019-09-51 48220155  Chghack €314 Sione Marire nonfotiored +4,668.64 30841362  180.799.01 108,614.61 35.54%)
2019-0013 48220045  Purchase 4,308.14 Fiorein Fers RRT ¢ 10841362  203,107.45 10530647 34.14%
2015.00-13 48220046 Purchase 71,319.65 Fund 40 4287244 2,438.60 3000 37973328 248,148.19  101,504.00 34.65%
20190913 48220157  Chgback G316 Finbeta 219051 Watem 245040 16,700.33| 176.07 383,05285 24832626 11470769 31.60%
2019.03-96 48220047  Purchasa '+ 20,000,00 RR £ 35 Crst awwac 600.00 3000 26303295 26835528 94,0769 25.91%
2019.00.20 48220048  Purchase 26,639.62 Funos $1A 20,482.50 799.20 3000| 36967257 29026695 99.40581 2551%
2015-00.23  4822.0158bot Racpt Cust 723576 70495 SR semH 2130851 6,500.80 6222 26243802 28379838 98,838.44 25.79%
2019-09.27 48220049  Puichese 37.320.98 Fund 28 2070716 1,118.64 a000| 41975780  M3ESEIB 10610252 25.20%|
2619-10-08  4822:0189bet Roeps Cust 22,004.96 514 Rix OA S 219371 22.004.96 398 397,75284 20165420  105.00864 2667%
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[ ! " TDisbursements and Gharget Eainncon
‘Avallablilty: 61.570.20
Bought invaices Coltected involc Dincounts, Chargebacks _|Funding Recelpts, Fees o Adl Ace. Rocoiv, _ Funding Resorve

48220160  Chgback 18 8270.16 38046260 29165420 97.826.46 25.12%
2019-10.07  4822:0050  Purchase 4,941.78 FlaeinFers ARES 380,48268 20659786 92.884.72 23.85%
2019-10-08  4822-0161bol Recpt Cust 22,955.33 Eextem Medd 209035 prev churged back 380,46268 27384253 115,840.05 20.74%
2018.40-11  4822-0182bot Recpl Cust 29,510.97 29,538.97 % Gellocion 355,943.71 24410388 11584005 32.18%
2019.10.21  4822.0163bot Recpt Cust 24,750.38 24,763.38 OA Calecton 33518433 21934428 11584005 34,56%
2015-10-31 48220184  Chghoack I 24 Non facioned iwoices -24,759.98, 35594071 21034426 14059943 39.06%
2019-11.08  4822.0051  Purchase 100,614.58 Fund & 43 (528X hordbazk) 57.443.22 3,018.44 a0,00{  460,568.29 27983504 19072235 39.24%]
2019-11-08 48220166  Chghknck €8 22 Wn lectored hvorzos -29.536.97 49000726 279,835.94 21028132 42.90%)
2019-11-12  4822-0167bat Racpt Cust 41.725.62 41,725,52 04 Cofecton 44837174 29811042 21026132 46.,89%
2019-11.44  4822-0168b01 Recpt Cust 18,292.60 14,392,80 OA Coftecdon 43397944 22071782 21026132 48.45%
2019-11.48  4622-0169  Chgback can 883,93, 26999 43309521  223887.81  209,107.40 48.28%
2015-11-18  4822-0170bot Racpt Cust 20,033.43 20,033,13 OA Calieton 41306208 20395468 208,107.40 6§0.62%)
2019-91-20  4822-0471bot Rocpt Cust 8,855.76 . 8,859.78 04 Colireton 40420232 19509492 208,107.40 51.73%)
2015.14-22 48220052  Purchase . 83,000.00 Srandter o7 te 45200 40420232 2780M.92 12610740 31.20%
2019-11-22 48220172  Chgpack CB24 remoe 210088 28,885.28 436.47 374207.04  278,531.39 95,775.8% 25.58%
2018-11.22  4822:0973  Chgback €8 28 Non attored invoxes -8,859.76 383,46680 27853139 10463541 2131%
2016-14-25 40220053  Purchase 6,690.76 Fiorsm Foes RR4G 383,180.80  289,170.18 97.995,65 25.58%
2019-1204  4622.0175  Chgback CB27 Trantmed 23102 (Gt 19 O coactiont 9,320.97 278,86 373,84583 20544901 05,396.82 20.65%
2019-12:06  4822:0177bot Recpl Cusl 11,371.35 14,371.35 0a Colscton 36247448 274077.86 88,396.02 24.39%
201912:06  4022-0170hot Roeat Cust 13,038,13 3534 Bie i 219130 12,990.78 92.55 34843035 261,17042 £6,268.93 25.26%
2019-12-11  4822-0178bot Reept Cust 3,185.48 Riger 218166 3,185.48 24.23 346,253,687  250,009.15 88,244.72 25.49%
2018.12:12  4822.0178b0t Recpt Cust 5161510 51,615.30 04 Coflecson 29453877 206,394.05 £6,24472 29.95%
2018-12:13 4622016160t Reepi Cust ; 5541 Coav Eorten eted 04 atecsiion 113,99 206,304.56  206,506.04 49,796.64 3031%
20191210 48220182  Chgback com 17,504,01 401.36 278,800.57  206,907.40 71,89347 25.79%
2019-32-16  4822-0183  Chgback CBI2 Evtern 1o 213037 16,820.57) 317.98 26298000 20722539 55.754.61 21,20%|
20184218 4822.0185bot Rocpl Cust 10,152.19 10,153.19 QA Colncton (Presta) 252,620.81 197,012.20 55,756.01 22.05%
20191218 4822-0184  Chgback €3 convariron omor Rigal 1,261.86 1130 25146495 167.083.50 54,381.45 24.63%|
2020.0103 48220188 Chgbuck B3¢ -62.02] 105.96 25152657 197.189.46 5433759 21.60%)
2020-01-08  4822-0054  Purchase 700.72 Lagate Torkns ARSY 26152697 197,850.18 5363679 21.32%|
202001-93  4822.0055  Purchase Transferto 4087 forlogat feas 261,526.87 20000018 51.19679 20,33%!
2020-0113  4822.0056  Purchase Fous A /minung 3. T 9B1355:2H 251,626.97 236,745,38 14,781.50 5.86%
2020-01-14  4822-D057  Putchaso Feashisrewnery B3l 25152887 26121620 -0,689.23 -3.85%
2020.03-02  4822-0186bot Reept Cust 13,609.98 9.00  Eottom 219503 13,6808 237,625.89 2494730 1164221 -4.90%
2020-06.03  4822-0056  Purchase 6.242.60 Cepaty Tarkins NREIS 23782699 25569180 -17,654.81 7.51%
20200826 4822.0188bal Recpt Cust CRERBIEETIOH Rocalver Racelps 40,991.00 187,645.99 206,700.80 -17,854.81 ~9.51%
202006-29  4822-0190bot Racat Cust fees on chargeback for recelver pymt ¢ .13.280,52 167,845.00  218,06132 -31,436,33 -16.57%|
2020-08.05  4822-010bot Recpl Cusl PURHBRRI0E Rocelver Recolpt 8,561.00 177,85499 8,990 ~17.51%]
2020.08.05 _ 4822:0192 _Chgback faas on chargeback for recelver pyms " 177,854 19.52%
Totalt 1,600,430.24_ 1,183,348.13 7560 24192742  1,269,106.28 134281844 21785215
Current Totals 102227070 689.173.583 5.930.50 @ A242050A7] 81527986 832.500.10

173,489.31 3.010.00.
TS

$9,982.00 Recalvar Recaipt 7,688.26 Lagals PR450000] Legals prov Transfer#i 1
118,180.65 OA Colieclions . 20,000,00 Res Reteose 510,00 Wire fees
511,010.88 Facelorod Af Calleclions 31,851.92 Manltordng Fees (FM) 0,00 Check
Reconcils AR @ 2.9.2020 669.173.53 676,739.68 Client Fundings Reconclle Funds Employed (NFE} Indtal Fors 46,268.20
Tou AR purerased 1,022270,70 0,00 83,000.00 Transferoul  Chent Fundnge 676,738,60 Foes o0 ectioctions 46,750.36
Facior Codocwans. §11,010,88 Ros Rol 20,000,060 Fea Ad
Receivar loce'pl 58,802.00 619,279.86 Trmnsfer O 83,000,00 (ToAG 48200} Fees o chargenack 45,959,93
o/ 118.180.65 Cheax 6.00 Thkd puty lagals 7.68826 Foroberanco Fee 10,000,00
Net collections 58917353 Quick Roc op Gltant fundinga - NEE Maniering Feet [FM), 31,854.92 Conversion Penaty 2447082
Totol AR purchased 1,022,270.70 819.279.88 173.488.31
Loss Ghargoback ~212,991.37 Less reserves @ 20% -204,434.14 Lass Cotectiont <711,840.19 Chack a.ac
Add Opening AR 57,148.19 Avchoigod back  Loss lnlllal foo @ 3% -46,268.20 Tramloe (0 ~120,750.00 (FromAC 4920U)
177,854.99 Loss Wire Foes $30 x 5 Fundings +150.00 Addtews 173,466.31
pad s 3,010.08
Claalng AR par CAS 177,854.98 Add aponing NFE 49,557.96
Var X 820,056,32 Fad Qparing NFE 49,557.96.

212,746.94
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(W [Account Disbursemants and Chargos sz Balances
] Avaliebllity: 61,570.20)
Data Batch Typn Bought Inveleat Collgcted nvole Dizcounts Chargebacke | Funding Receipts Fees 7 Adl Ace. Recolv, _Funding Rogorve. %

‘Summary of Key Charqebacks Clowing NFE per GAE. 212,748.94
CB 7 Chorgaback opening old AR 57,149.08 Vas 0.00
CB 13 Chargedback Eastern Siadivoicas 121,190.5¢
CB 16 Chargnback Finbets / Wallees 18,700.33
CB 24 Chargeback Bremar 29,895,28
CB 27 ChargebsckTranamed Invoices. 9,220.97
CB30 Chargoback Bundetveschalivny GMBI 17,504.0¢
CB 32 Chaspaback Eastarn Med lnvoicot 15,820.57
Olher misn chargebacks 1398501
Grosambunliof:Charabaie NETI28 8485
Logs offeo! for OA paymonts -69,154.42

T T et G R

0.00




Versitec(1635536 Ont inc) ~ CDN Factoring
AR Detail - Sept 302020

‘Acagiz "
DebtorName Balance Current 1-30
Blue Line Ship Management SA 16,602.10 — -
Invoice# Invoice Date Funded D: Batch# invoice Amount
219222 10/21/2019 11/8/2019 10053 8,732.86
219223 11/1/2019 11/8/2019 10053 9,108.92
Bundesbeschaffung GMBH 30,338.88 -~ -
Invoice#t Invoice Date Funded D: Batch# Invaice Amount
219115 6/18/2019 6/28/2019 10040 30,338,88
Dalomar Shipping S.A. 3,304.90 - -
Invoice# Involce Date Funded 0: Batch# Invoice Amount
219094 6/4/2019 6/28/2019 10040 13,295.90
Eastern Mediterranean Maritime Ltd. 28,452.89 -- -
(nvoice# Invaice Date Funded D: Batch# Involce Amount
219132 6/15/2019 9/13/2015 10048 7,558.07
219137 7/8/2019 9/13/2015 10048 9,264.23
219216 10/24/20129 11/8/2019 10053 11,630.59
FRI KARMSUND AS 13,898.32 -~ -
Invoiced Invoice Date Funded Dz Batchtl Invoice Amount
219101 6/10/2019 8/22/2019 10044 13,898.32
GREEN SHIPPING AS - 5,439.40 -- -
Invoice# Invoice Date Funded Di Batch# Invoice Amount
219126 6/25/2019 8/22/2019 10044 5,439.40
HIGLI AS 4,852.29 — -
Invoicel invoice Date Funded Dz Batch# Invoice Amount
219160 8/16/2019 9/13/2019 10048 4,852.29
Premuda 5.p.a. 10,313.26 ~ -
Invoice# Invoice Date Funded Dz Batchy Invoice Amount
219178 7/28/2019 8/28/2019 10045 10,313.26
Thenamari (Ship Management) Inc. 37,456.51 -~ -
Involce# Invoice Date Funded Dz Batchit Invoice Amount
219162 7/30/2019 8/28/2019 10045 10,811.62
219194 10/29/2019 11/8/2019 10053 8,146.66
219204 10/1/2019 11/8/2019 10053 14,113.34
219225 10/25/2019 11/8/2019 10053 7,384.89
Transmed Shipping Co. Ltd. 14,075.21 ~ -
Invoicett Invoice Date Funded b: Batch#t Invoice Amount
219163 10/22/2019 11/8/2019 10053 14,075.21
UAB Promar 3,111.77 ~ -
Invoiced Invoice Date Funded D: Batch# invoice Amount
219175 8/2/2019 8/28/2019 10045 3,111.77
WILSON SHIP MANAGEMENT AS 10,009.27 - -
Invoice# Invoice Date Funded D; Batchi Invoice Amount
219103 7/5/2019 8/22/2018 10044 10,009.27
TOTAL 177,854.80 0

0.001 Per Diem rate

Sanity Check on 4822 CDN AR Recavery

Total AR Factored + unpaid
Less Escrow reserve

Net Advance bafance

Add -ve cash reserves

Net Funds Employed

Add Accrued fees jto 15-16-2020)
Total due incaccrued fees *

Shordfall if invoices paid in ful

A 177,854.80
- 3242141
145,433.39
67,312.94
212,746.33
66,102.48

NQTE these invaices are now 12 o 25 months old 11!

31-60 61-30 / 91-Up

- - 16,602.10
Balance Invoicg,‘Days Qver Due Days Age
749218 365 335
9,109.92 354 324
- - 30,338.88
Balance involce Days Over Due Days Age
30,338.88 490 460
- - 3,304.50
Balance Involce Days Qver Due Days Age
3,304.90 504 474
- - 28,452.89
Balance fnvaice Days Qver Due Days Age
7.558.07 493 463
9,264.23 470 440
11,630.59 362 . 332
- - 13,898.32
Balance invoice Days Qver Due Days Age
13,898.32 498 468
- - 5,439.40
Balance Invoice Days Qver Due Days Age
5,439.40 483 453
- - 4,852.29
Balance Invoice Days Over Due Days Age
4,852.29 431 401
- - 10,313.26
Balance Invoice Days Qver Due Days Age
10,313.26 450 420
- - 37,456.51
8alance  invoice Days Quer Due Days Age
1D,811.62 448 418
8,146.66 357 327
11,113.34 385 355
7,384.89 361 33z
- - 14,075.21
Balance  Invoice Days Qver Due Days Age
14,075.21 364 334
- - 3,111.77
Balance Invoice Days Over Due Days Age
3,111.77 445 415
- - 10,009.27
Balance Invoice Days Dver Due Oays Age
10,009.27 473 443
0 0 0 177,854.80

Per CAS Check
177,854.99 0

212,746.94 -1

B 273,848.81@ LCX Payout amount

A-B -100,994.01

Estimated - Per Diem
Accrued fees Fees
2,925,51 8.73
2,851.61 S.11
13,955.88 30.34
6,302.26 13.30
3,498.39 7.56
4,076.26 9.26
3,861.36 11.63
6,504.41 13.50
2,484.05 sS4
1.945.77 4.85
4,331.57 1031
4,519.26 1081
2,663.96 8.15
394524 1111
2,444.40 7.38
4,701.12 14.08
1.291.38 RSN
4,434.11 10.01
Reserve, cllition
Escrow Reserves 32,421.41
Cash Reserves -ve {67,312.94}

- 34,891.53

Total reserves per CAS -34,891.95
Var 0

Conclusion: Given that lnvoices are so cld, therer is insuffitient funds to repay funds advanced + accrued fees , even when invoices are paldin full
LC Rec for J Morgan Apr 2019-Sept 2020 AC 4822
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Versitec{1635536 Ont Inc)-CON Factoring v ¢ Gt E e
Summiry-of Penalty for Mvsdnrectlon of funds - Per Clause 10 of factormg agreement

Chargeback # Date Invoice # Debtor Reason

CB7 2019-05-10 218091 Avin International Ltd. Debtor non payment 0Old Facterlng
CB7 2019-05-10 217289 Ocean Choice International Debtor non payment 0ld Factoring
CB7 2019-05-10 218016 Schiffahrtsgesellschaft mbH & Co. Debtor non payment Old Fattoring

2019 05~ 10 218004 Umstorm Mame & Spares Debtor non payment Old Factoring.
£ ) REEEALTGHE &) iy )

Allocate OA pymt

CB12 2019-08-22 219092 Interscan Shipmanagement Allocate OA pymt
CB12 2019-08-22 219077 Meteor Management Allocate OA pymt
CB12 2015-08-22 219055 Premuda S.p.a. Allocate OA pymt

2019-08-22

219056 Premuda S.p.a. Allocate OA pym
L s Y ) -r‘«v:a';

(fBiB 32019%-04 Allocate 0A~10022019
CB23 2019-11-18 219129 Transmed Shipping Co. Ltd Allocate OA pymt

CcB23 2019-11-18 219131 Dynacom Tanker Management Ltd.  Allocate OA pymt

CB23 2019-11-18 219200 Eastern Mediterranean Allocate OA pymt

€823 2018-11-18 219168 Eastern Mediterranean Allocate OA pymt

CB23 2019-11-18 Eastern Medlterranean Allocate OA pymt

CEE S RS | Se ez R b FajinEn] &
CB27 2019 12-04 219102 Transmed Sh(pplng A-1119201922
€829 2019-12-13 219217 Eastern Mediterranean Allocate OA-1212201821
CB29 2019-12-13 219031A Eastern Mediterranean Allocate OA-1212201921
CB23 2019-12-13 219151 Eastern Mediterranean Allocate OA-1212201921
CB29 2018-12-13 218099 Eastern Mediterranean Allocate 0A-1212201921
CB30 2019-12-13 219116 Bundesbeschaffung GMBH debtor non payment

CB32 2018-12-16 219039 Eastern Mediterranean Previously paid on Oct3
cB33 2019-12-17 219166 Rigel Shipping converted to Euros in error
c834 2020-01-03 219152 MMIi Europe Apply OA-1218201917

Total Misdirected fund CON
NOTE: Per Factoring agreement dated June 21 2017, Clause 10 "Payments Received by Seller"

LCX can charge penaity for conversion / fraud ie customer receipts received and misdirected but not remitted to LCX
Penalty is the greater of $1000 or 10% of value of funds received and not remitted

LC Rec for J Morgan Apr 2019-Sept 2020 AC 4822

Amount
21,176.99
19,522.72

3,904.50

AR e
10,038.86

5,081.53
14,909.55
16,882.94

it
13,647.20
13,894.46
11,628.63
13,556.70
13,082.91

4,739, 35‘

3olhds 383
29,354, 10
7,273.90
10,638.05
12,508.15
19,528.18
28,875.05
15,820.57
1,361.86
10,091.17

501,950.29

16;700.33;

29,895.28 §

. 171,612.92

Per CAS
Var

Penaity tor
Misdirected
Customer

Recenpts -

24,470.82
0
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APPENDIX G
ANALYSIS OF 1635536 ONTARIO INC
US$ ACCOUNT 4821




1635536 Ontarioinc.O/A Versitec Matine & Industrial

Analysis of Accountwith Liquid Capital

LC Account 4821
A/R Reserve {A) Reserve (B) Total
Opening balances $ 95,073.79 -$ 22,464.20 -$37,926.75 S 34,682.84
Adjustments per LCX
chargeback 6,020.00 6,020.00
Fees to October 10, 2019 37,342.49 37,342.49
$ 95,073.79 -$ 22,464.20 $ 5,435.74 S 78,045.33
Corrections per MPI
1 Adjust for Escrow holdback
( allowance for Doutful accounts
not paid) -$ 22,464.20 S 22,464.20 S -
2 Add back A/R not on Original 13,994.19 S 13,994.19
LCX list re Cruise management
3 Blue line receipt not part of - 982525 -$ 982525
factored invoices
4 Cape Fear invoices paid - 21,920,550 -§ 21,920.50
to LCx by client not factored
5 Penalty for charge backs not - 2,953.00 -$ 2,953.00
warranted
6 Charge back on BNA Marine paid
by internal transfer as shown on 6,020.00 -$ 6,020.00
Factored Accounts Recivable summary
Final $ 86,603.78 S - -$ 35,283.01 S 51,320.77
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Notes

1 the executive summary prepared by LCx deducts the funds received
directly from Versitecs clients to LCX from the non factored invoices.
these funds were never paid to Versitec during the Forebearance period.
the deduction was necessary in order for LCX to reconcile to the factored A/R
which was reported to the Court. The funds received and maintained in LCX
investment account was never disclosed to the Court and only increased the
Earned Reserve accountowing to Versitec by LCX

2 Total Receipts as per MPI and LCX reconcileas well as the total invoices factored.




1635536 Ontariolnc.O/A Versitec Matine & Industrial

Analysis of Account with Liquid Capita!
LC Account 4821({US $)

MPI SUMMARY OF FACTORED RECEIPTS AND RECEIPTS

Invoices Receipts
Per LCX Per MPI Diff, Per LCx Per Analysis
$ 129,232.18 $ 143,226.37 -$ 13,994.19 $ 50,058.95 $ 62,650.75
Cruise Management [nv 219015 $ 13,994.19
oton LCXA/R factored A/R receipts

payment made in error re Blue Line
non factored receipts paid
direct by client

less receipts per LCX
Diff

Note

In LCX's executive summary they deducted the funds received

from non factored invoices. As a result In order to reconcile to

the receipts that supported the A/R factored It was deducted but

it was actually received by LCX but never effected their Reserve

in total. This amount of money was never paid to Versitec

during the forebearance period by LCX . Hence it increased the earned reserve
owing to Versitec by LCX

The extra factored Invoice which was stated to be a duplicate by LCX

may have been missunderstood as distinct from the Adventura

Partners Ltd invoice 219078 dated Aptril 10,2019 in the amount of $13,945,00

and formed part of fund 34 B with funding date from LCX of May 3, 2018 . The Cruise Management

Invoice 219015 of $13,994.19 was funded on 358 dated May 28, 2019 and had an invaice date of

May 9, 2019. The duplication of invoice no's may have been an error but they were

separate invoice undertakings when MP| reviewed the separate involce files.

The duplicate invoice number 219015 may have been for Adventura Partners in the amount of

$6880.00 which also formed part of Fund 34 B. Again this was a separate invoice with a separate purchase
order when reviewed by MPL.(See MP detail analysis )

$  30,905.00
9,825.25

21,920.50

62,650.75

50,058.95
12,591.80

oiff

-$ 12,591.80
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1635536 Ontariolnc.0/A Versitec Marine & Industrial
Analysis of Account with Liquid Capital
LC Account 4821 RESERVE

Reserve (A) Reserve {B)

20% of factored invoices
20% X $143,226 $ 28,645.20

Earned reserve
20% of receipts paid
20 % X $30,095 - 6,181.00 6,181.00

Non Factored receipts

these funds were received

by LCX directly from the customeron non factored

invoices and never paid to Versitec
Cape Fear 5,865.50

16,055.00
Blue Line 9,825.25
_ 31,7455

$ 22,464.20 $37,926.75

Proof
Cash receipts not factored rec'd byLCX $31,745.75
Less non factored receipts extra picked up by analysis - 982525

difference in Cash receipts per LCX Executive summary $21,920.50




1635536 Ontariolnc.O/A Versitec Marine & Industrial
Analysis of Accountwith Liquid Capital
LC Account 4821

Per LCX
Charge back Invoice Name
CB31 210205 BNA Marine

Pending 219127 Wallem

MP] CHARGEBACKS

Per analysis
amount Date Paid direct by client
$ 6,020.00 13/12/2109 S - nosource document per LCX
$ 19,532.00 On A/R can not be a charge back if considered an A/R
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1635536 Ontariolac.0/A Versitec Marine & Industrial

Anolysls of Account with Liquid Capital MP) FA MMARY
LC Account 4821
- FUNDING BY LIQUID CAPITAL PAYMENT TO LIQUID CAPITAL
EURO usp Escrow Net Net
Date Dote of Botch i \nvolce #  Customer Name Gross Amaunt Funded Haldback Advance Advance Dateof  Amount Payment to iC
Funded Invoice Invaice Customer Batch by invoice by batch Payment Amount Date
2013 Tatal Total Received
03-M3ay-19 06-Apr-13 34B 219080 Tan Cang Shipping $,200.00 1,040,00 4,160.00 5,200,00 22-May-18
10-Apr-19 219078 Adventurs Partners Ltd 13,945,00 - 2,789.00  11,156.00
30-Apr-19 215015 Adventurs Partnors Ltd 6,880.00 26,025.00 1,376.00 5,504.00 20,820,00 6,880,00 10-Oct-19
28-May-19 06-May-19 358 219015 Cruise Manegement 13,894.23 13,894,23 2,798.85 11,195.38 11,195.38
28-Mey-19  15-Apr-19 36B 219073 Meteor Management 6,320.00 6,320.0D0 1,264.00 5,056,00 5,056.00
27-Aug-19  02-Aug-19 215127 wallem Management 19,532,00  19,532.00 390640  15,625.60
0B-Aug-19 219164 Rigel shipping Canada 1,922.80 384,56 1,538.24
OB-Aug-19 219165 Rigel shipping Canada 1,330.55 325335  22785.35 266.11 1,068,44 18,228.28
20-50p-09  18-Sep-19 219183 Eastern shipping Mnmt 12,80500 1280500 12,80500  2,561.00  10,244.00 10,244,00 12,806.00 05-Dec-19
26-Sep-19  25-Aug-29 428 219213 Great Lakes Oredging and Dock 4852179 4892179 9,784.36  39,137.43
16-5ep-19 219214 Wallem ship Management 6,355.00 6,355,00 1,271.00 5,084.00
19-5ep-19 219205 BNA Morine Services 6,020.00 6,020,00 61,296,79 1,204,00 4,816.00 49,037.43 6,020.00 internal transtor from LC
P e
219339 Blua line NOT FACTOREC 9,825.25 05-Oec-1%
218209 Cape Fear NOT FACTORED 5,865.50  21-lun-19 PAID DIRECT BY CUSTOMER
218209 Cape Fear NOT FACTOREO 16,05500  08-jul-19 PAID DIRECT 8Y CUSTOMER
148,226,37 $143,226.37 $28,665.27 $114,581,10  $ 114,581.10 $52,650.75
e
foctored A/R receipts 5 30,905.00
N payment made in error re Blue Lina 9,825.25
non factored receipts polkd direc by client 21,920.50
62,650.75
less recelpts per LCX 50,058.95

Diff 12,591.80

Earned

Unparagd  contra, Pajet wnpgid
Resorve  Reservee Non Factored  Reserve A/R
Invoices
1,040,00 1,040.00
2,789.00 13,945.00
1,376.00 1,376.00
2,798.85
1,264.00 6,320.00
3,906.40
384,56 15,532.00
28611
2,561.00 2,561.00
9,784,36 48,921.79
1,271.00 6,355.00
1,204.00 1,204,00
9,825.25  5,825.25
5,865.50 5,865.50
16,055.00  16,055.00
$28,645.27 531,745.75 $37,926.75 595073.79
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APPENDIX G -1
ANALYSIS OF 1635536 ONTARIO INC
LCX RECONCILIATION OF ACCOUNT 4821




Reconcile AR @ 30-9-2020

Total AR purchased

Total Collections - 50,058.95
Less O/A -21,920.60
Net collections

Less Chargeback

Total AR Factored

Reconcile Funds Employed (NFE)
Client Fundings

Res Rell/Transfer

Third party legals

Less Collections
Add fees
Add Adj

Add Accrued fees (to 19-10-2020)

Key points

Total payout including accrued Feds”  TTSA0TTT.

129,232.16
39% of actual factored AR collected

-28,138.35

-6,020.00 5%

T 9507381

99,358.78
10,745.56
2,846.16

— 50010 N
112,950.50 20,327.30

-50,017.45 Shortfall if invoices paid in full
8,885.57
6,240.00

Total:Net Funds Employed % 7. 72, 78,068.62

37,342.49

1) Only $50K or 39% of factored AR actually collected !

2) Some chargebacks ie $6K or 5% of factored AR

3) Remaining AR totalling $95K is on average 15 months old

Hence a large amount of accrued fees due to late / non payment  § 37,342

4) All Escrow reserves ie 20% held on factored AR is full used by chargebacks, additional fees etc
5) There was $26K of misdirected factored invoice payments , which exceeded the $21K of non factored collections

BottomLine: Net Funds Employed + accrued fees $115K > Total remaining factored AR $95K by $20K !

LC Rec for J Morgan Apr 2019-Sept 2020 AC 4821
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0.001 Per Diem rate

OTE these invoices are now over 15 months old 1!

Estimated -
Accrued Per Diem
DebtorName Balance Current  1-30 31-60 61290 91-Up fees Fees
CRUISE MANAGEMENT INTERNATIONAL, INC. 13,945.00 - - - — 13,945.00
Invoice# Invoice Date Funded Dz Batch#  Invoice Amount Balance Invoice Days Over Due Days Age
219078 4/10/2019 5/3/2019 10024 13,945.00 13,945.00 559 529 7,376.91 13.95
GREAT LAKES DREDGE & DOCK, LLC 48,921.79 -- -- - - 48,921.79
Invoice# Invoice Date Funded Dz Batch# Invoice Amount Balance invoice Days Over Due Days Age
219213 8/26/2019 9/27/2018 10031 48,921.79 48,921.79 421 391 19,128.42 48.92
METEOR MANAGEMENT BULGARIA LTD 6,320.00 ~ - -~ - 6,320.00
Invoice# Invoice Date Funded Dz Batch#  Invoice Amount ~Balance Invoice Days Over Due Days Age
219073 5/21/2019 6/28/2019 10028  6,320.00 6,320.00 518 438 3,084.16 6.32
Wallem Ship Management Ltd. ’ 25,887.00 -- - - - 25,887.00 '
Invoice# Invoice Date Funded Dz Batch#  invoice Amount Balance  {nvoice Days Over Due Days Age
219127 8/2/2019 8/28/2019 10029 19,532.00 19,532.00 445 415 8,105.78 19.53
219214 9/16/2019 9/27/2019 10031  6,355.00 6,355.00 400 370 2,351.35 6.36
Total 95,073.79 0 0 0 0 95,073.79
Sanity Check on 4821 USS AR Recovery
Per CAS  Check Reserves Reconcilition
Total AR Factored + unpaid A 95,073.79 95,073.84 0
Less Escrow reserve -18,001.51 Escrow Reserves 18,001.51
Net Advance balance 77,072.28 Cash Reserves -ve (986.28)
Add -ve cash reserves 986.28 17,015.23
Net Funds Employed 78,058.56 78,058.60 0 Total reserves per CAS  17,015.24

S (to 19-10-2020) 37,342.49 Var 0
d-fec S 5; LCX Payout amount

Shortfall if invoices paid in full A-B -20,327.26

Conclusion: Given that invoices are so old, therer is insufficient funds to repay funds advanced + accrued fees , even when invoices are paid in full

LC Rec forJ Morgan Apr 2019-Sept 2020 AC 4821




CLIENT ACTIVITY STATEMENT (CAS)
From: April 1, 2019 To:
Client: 1635536 Onlario Inc dba Versilec Marine - Factoring

Number: 4821

September 30, 2020

Type:

LCEC US

 Accounts Receivable Disbursements and Charges Balances
Avallabllity: -2,754,16
Date Batch Type Bought invoice: Collected Involt Discounts Chargebacks {Funding Receipts ees 5 Acc. Receiv,  Funding Reserve %
Opening Balances 426,007.96 301,732.11 147.00 124,275.82 352,870.38 373,125.69 40,038.63 ~19,783.34 6.03 -0.02 0.08 166.67%
2019-04-18  4821-0025  Purchase 2,000.00 Legal fee retainer 30.00 0.03 2,029.98 -2,029.95 -6,766,500.00%
2019-05-03  4821-Q0256  Purchase 26,025.00 Fund¥ 348 20,009,26 780.76 30.00 26,025,03 22,850.00 3,175.03 12,20%
2019-05-21 - 4821-Q027  Purchase 846.16 Legaifee balance 30.00 26,025.03 23,726.16 2,298.87 8.82%
2019-05.23  4821-0027  Recpl Cust 5,200.00 23,50 5,176.50 20,825.03 18,649,866 2,275.37 10,93%
2019-05-29  4821.0028  Purchase Fund 358 {CMI} processad as RR (see nole 30.00: 20,825.03 29,325.22 -8,500.19 -40.82%
2019.06-20 4821-0028 Recpl Cust 5,865.60 Cope Faar 0/A 218209 5,865.60 14,959.43 23,459.62 -8,500.19 -56.82%
2019-06-21 4821.0023  Chgback e -5,866.60 20,826.03 23,459.62 -2,634.59 -12.65%
2019-08-28 4821.0028  Purchase 6,320.00 Fund? 368 4,836.40 183,60 30,00 27,145.03 28,515.62 -1,370.59 -5,05%|
2019-07-04 4821-0030  Recp! Cust 16,055.00 Cope Fear 044 218209 16,055.00 11,090.03 12,460,62 -1,370.59 -12.36%
2018-07-08  4821-0031 Chgback s> +16,055.00)] 27,145.03 12,460,862 14,684.41 54.10%
2019-08-28  4821-0030 Purchase 22,785,36 Fund# 398 17.514.72 683,56 . 0. 49,930.39 30.688,90 19,241.49 38.54%
2019-09-11  4821.003t  Purchase T16 to 4820U (cover CB15); B, o) 49,930,339 36,688.90 13,241.49 26.52%|
2019-09-20  4821-0032 Purchase 12,805.00 Fund# 418 9.829.86 384.16 30.00 62,735,239 46,932.92 15,802.47 25,19%.
2049-09-27 4821-0033  Purchase 61,296.80 Fungn428 47,168.54 1,838.80 30.00 124,032.19 95,970.36 28,061.83 22.82%
2019-10-10  4821-0133bot Recpt Cusl 6,680.00 6.00 {CM| 219015) 6,874.00 90,13 117,152.19 89,186.49 27,565.70 23.87%|
2019-12-06  4821-0135bol Recpt Cusl 12,805.00 6.00 (Anglo 219183) 12,799.00 61.46 104,347.19 76,448.95 27,898,24 26.74%
2019-12-12  4821-0138bo! Recpt Cusl 3,253.35 6.00 (Rigel 219164 & 165) 3,247.35 2506 101,093.84 73,225.66 27,867.18 27.57%
2019-12-13  4821-0137  Chgback CB21 - BNA Matina 219205 (pd direcl to V 6,020.00 28.90 95,073.84 73,255.56 21,818.28 22.95%
2020-01-13  4821-0034  Purchase Fee adj 1,849.84 9507384 7510540  19,968.44 21.00%
2020-01-14  4821-0038  Purchase Penalty adj 2,853.20 9507384 < L 78,058.60 + - .17,015.24 17.80%
Totals 565,240.12 351,791.06 188.50 108,375.22 465,820.88 423.143,14 48,924,20 ~-13.543.34
Current Totals 128,232.16 £0,058.95 41.50 -15.900.60 112,950.50 50.017.45 8,885.57 6,240.00
2,846.16 Logals Fees (third party) 6,000.00
21,920.60 OA Collections 10,745.56 Res Rel Duplicate inv 240.00 Wire fees
28,138.35 Farlorod Ar Cotleclions 99,358.78 Client Fundings
Reconcile AR @ 23.9-2020 50,058.95 112,950.50 Recencile Funds Employed (NFE)
Tolal AR purchased 126,232.16 Client Fundings 99,358.78
Total Collections 50,058.95 Ros Rat 10,745.56
Less O/A -21.820.60 Thitd party legalx 2,846.16
Nel coflections -28,138.35 112,950.50
Lose Callections -50,017.45
Less Ghargepack -6,020.00 Add foas 8,885,57
Add Adj 6.240.00
95,073.81
Ciosing AR per CAS 95,073.84 Clozing NFE. pet CAS 78,058.60
Var 0 Var 0

NOTES:
May20-10

Fund 35B CMi funded involce at $13K, involce revised down to $7K (based on prepayment rec'd of $6,880)
Also piocesed as a reserve release because Invoice was previously funded on 34B under Adventure Partners $6,880
Result is Versitec was overfunded by $10,745.55

LC Rec for J Morgan Apr 2019-Sept 2020 AC 4821
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Penalty for
Misdirected
Customer

Amount

oMt US T

NOTE: Per Factoring agreement dated June 21 2017, Clause 10 "Payments Received by Seller"

LCX can charge penalty for conversion / fraud ie customer receipts received and misdirected but not remitted to LCX
Penalty is the greater of $1000 or 10% of value of funds received and not remitted

LC Rec¢ for J Morgan Apr 2019-Sept 2020 AC 4821
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APPENDIX H
VMI USA
US$ ACCOUNT 4820U




Versitec Marine USA Inc. MPI SUMMARY
Analysis of Account with Liquid Capital
LC account 4820U

Reserve {A) Reserve (B}
A/R '
Opening balance $ 75,614.67 -$28,273.35 -$ 139,857.43
Add LCX adjustments
Chargebacks in total 114,593.45
Accrued fees to October10,2020 29,536.56
$ 75,614.67 -$28,273.35 S 4,272.58
Corrections per MPI
1 { Reserve (A) Allowance for Doubtful Accounts
accounts (Escrow Holdback) - 28,273.35 28,273.35
2 Additiona! A/R not included
in LCX amounts as per Chargeback analysis $ 14,788.03 -$ 14,788.03
3 Paid to LCX by Versitrec -$ 64,186.65
but put as charge back byLCX as per charge back analysis
4 Payment received by Versitec $ 13,205.00
not paid to LCX
5 Invoice never factored by -$  1,975.80

LCX

6 Penalty by LCX for alleged misdirected funds

14,449.13

534

Total
Balance

-$ 92,516.11

114,593.45
29,536.56

$ 51,613.90

-$  64,186.65

$ 13,205.00

- 1,975.80
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not found in MPI analysis { included in fees by LCX)

$ 62,129.35 $ - $ 63,472.90 §  1,343.55
7 Reserve (B) transferred back from Canadian a/c 4822 - 92,000.00 - 92,000.00
$ 62,129.35 $ - -$ 155,472.90 -5 93,343.55
Notes
1 Opening Reserve is calculated by the following:
Reserve (A) $168,130.78
Reserve (B) - 139,857.43

$ 28,273.35

Proof
$172,674.10 Gross 20% held back on funding
- 4,543.32 contra amounts agianst Escrow holdback
- 139,857.43 Reserve(B)
$ 28,273.35 Reserve (A)

2 All LCX adjustments including fees and charge backs are as of October 10, 2020 as per LCX reconciliation




Versitec USA
Analysis of Account with Liquid Capital
LC account 4820U

invoices funded
Per MPI Per LCX

$ 438,370.51 $ 438,370.54

MPI FACTORED INVOICES AND RECEIPTS

-5 0.03 $265,424.29

Receipts
difference Per MP! Per LCX difference

Could not indentify difference between LCX and MPI summaries

$ 248,162.39 17,261.90
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Versitec Marine USA Inc.
Analysis of Account with Liquid Capital
LC account 4820U Chargeback Reconciliation

Escrow hold back

20% of Invoices factored
(20%X% $438,371)

Add Reserve per reduction

Fund 35C

Less contra a/r

Earned amount based on
receipts paid as per calculation

Reserves total

Reserve (A)

$ 87,674.20

85,000.00

172674.2
- 4,543.32

168,130.88

-$139,857.43

$ 28,273.45

RESERVE

Reserve(B)

$139,857.43

$ 139,857.43
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Versitec Marine USA Inc.

Analysis of Account with Liquid Capital
LC account 4820U Chargeback Reconciliation

cB# Invoice

CB13 U19033A
CB13 U19033A

CB15 219062
CB15 219065
CB15 219066

CB20 U19050
CB25 u19002
CB25 U19028
CcB25 U19016
CB25 U19038
CB25 219016
CB28 U19018

Total
Diff on U19033A

non factored per LCX

Amount

$  8,758.00
1,975.80
10,498.80
8,802.60
3,415.20
4,745.00
17,440.65
9,780.00
3,655.86
3,425.00
38,864.00
6,387.17

117,748.08

- 3,154.13

$114,593.95

Note

Paid L.CX
A/R add amount

$ 7,882.00

4,745.00
17,440.65

3,655.86
38,864.00

6,387.17

$14,788.03 S 64,186.65

$14,788.03 S 64,186.65

$14,788,03 $ 64,186.65

MPI CHARGEBACK

Paid Versitec/not LCX never
Date Amount Date factored
04-Sep

1,975.80
30-Aug
9,780.00 21-Oct
3,425.00 21-Oct
23-Aug
$13,205.00 S 1,975.80
$13,205.00 $ 1,975.80
$13,205.00 $ 1,975.80

No mention on LCX of $85,000 chargeback which reduced the funding on 35C

Contra

Escrow Holdback

10,458.80
8,802.60
3,415.20

$22,716.60

$22,716.60

$22,716.60

Total

$116,872.08

876.00

$117,748.08

3,154.13

$114,593.95
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3 All MPI adjustments made as per analysis of all funding and made by LCX during

forbearnace agreement time frame and no adjustments for interest has been made to November 27,2021

Court date before Justice Penny.

4 The Chargeback schedule did not include the $85,000 chargeback which was deducted from fund 35C
this represented the Escrow holdback in total as per LCX reconciliatio. it was calculated as follows:

Reserve(escrow holdback) Rounded
Total funding of invoices ( 20% X $438,370} S 87,674 S 85,000

Then it was transferred to a Canadian company as the earned Reserve which included the 3% payment
of the A/R fully paid as follows:

Reserve plus 3% rounded
total Reserve as above S 87,674 S 85,000
3% of paid invoices { 3%X $248,162) 7,445 . 7,445
Total S 95,119 S 92,445
Reserve transferred $92,000

Conclusion

There is no A/R owed because it was covered by the Reserve (A) ( Allowance for Doubtful
Accounts) and the Reserve (B} is Versitecs funds held in trust and payable to LCX as per the
agreement Have agreed to both LCX records and Versitec .

The Earned reserve may be understated by the payment to LCX of the 3% financing charge
* that was netted off the top as part of the funding to Versitec but
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received in cash payments either from Versitec or the clients directly.
In Versitec USA case this could be $7,962 to $7,445 depending on the cash receipts received as follows

Cash receipts 3% received
by LCX from 100% payment
of A/R
Per RB S 265,424 $ 7,962.72

Per LCX $ 248,162 S 7,444.86
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Versitec USA
Analysis of Account with Liquid Capital
LC account 4820U

Clawback on advances from LCX

Add 3% of fees earned on receipted and paid
factored invoices

Total
Can company Cdn4 account

Less transferred per LCX reconcitiation
to pay other factored A/R in Can company

difference

MP1 ANALYSIS OF INTER FUND TRANSFER

$ 85,000,00 Additional holdback on fund 35 ¢ May 29, 2019

7,444.86

92,444.86

- 92,000.00

S 444.86
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Vanltee UsA
Analyals of Account with Liquid Capial
LEaccount 48200

Date Dateal  Mauehy

Funded  lavaica
2009
30-Apt Mat8 330iNoe 1)
Mg 338
Myr2? 138
Maral 336
Apran 330
aprig 130
Aprzi 338
29-May fab25  35C{Notn 2)
Manis
apdzl 35
Apil23 DC
ATy 35C
Miy1a 35C
Mey7  3C
May1l 3¢
Mayz B¢

dun n 20 J6C

Qn-Aug jun3d  3IC

oy
Moy 28
May 26
07

Jutg

aun2?
It 16
len2e

2WAug May3l 308
tunid
Jun 4
Junz

BAg TS 3C
uzs
sty
a7
28
125

Aug iz

MF) DETAN, PAL IRV & ¥ 2
FUNDING AY LIQUID CAPITAL PAYTMENT TO LKIUID CAPITAY
uso Escrow Net Net
tnvoice Customes Name Hodbask  Advines  Advance patept  Amour Pymeptinle Coon
Involee Cujgomar  paxch bylwetee  bybmtch Payment ‘2mourt pai
Tots! ot Aocglved
215016 Anglo Eastern Ship Management Lid, 16868.40 7918 30052 DRALE  36,2EAA0 SOA 3900785 2-Aug ok
219037 Anglo Laztacn Ship Manegement (1d. 22,663.00 1,533.40 4,353.80 12135.20 13-5¢p 20,194.00 604 20,3449.00 13-5ep
219061 Cruise Management nternations| 250800 151700 608800 1My 746750 1O
215050 Crulse Menagement Intarnational 601900 1263400 120989 483920 My 6MR0T0 1921050 Moy
219052 Chesters Teshnoscraces Ptetid 10.498.60 209376 8,399.04 t-May 10,4080 contea 10,498.80 Contry paid from escrow
219063 Cherters Technosorvices Pre Ltd 1,EC26D 1,760.52 20520 11-May 1,602.60 contia 8,002 Contre pald from civow
235068 Chesters Technaservices Pre Ltd 361520 227660 9798400 €230¢ 273236 7830720 341520 22,716.60 Centrs pald feom excrow
U19002  Angla Easzern Ship Managem et Lid. 1744065 Aemma) 2300283 Avzn 1644065 1640065 Aug. 30
419006 Angio Eastern Ship Manigemet LIE. 82958 458590 1954355 Qe 21 2442084 7342254 025
V15007 Angla Eastern Ship Management Lid, 1814533 362907 14.516.26 Aug. 26 17,3453 37,145.33 Aug. 20
019008 Anglo Eastern Ship Manegement Lid. 17,210.00 346400 1377600 Aup.28 16,22000 16,220.00 Aug. 30
U1%005  Anglo Castern Ship Managemant Ltd. 17.22000 MaL0 1377600 Aup. 28 1622000 6,720.00 Aug, 30
V19012 Anglo Lastarn Ship Management Lid, pL=il o) 310,652.61 aM722 12,988.89 Qet. 11 15,236.31 13,236.11 QeL 25
a0o 755946 Avg. 30 overpayment to i
UI3c1?  Wallen Shipmenagement HK Lid, 907100 Luaz0 7356.80
35013 Wallen shipmanagement WK L. A70M65 20,6085 JAI81 DTS2
U1F018  Ameficas Marlne Manugements Services 6,30717 687,17 14324085 127743 5,309.74
Additonat escrow 1500000 6500000 29,9268
V19037  ThomaeShi 9,L64.00 10,436.00 a3 231288 Sept.4 10,4608 1043311 Scp 13 ok
‘Woallem $hip Manogeenens Ltd. 9,830.00 2027408 2027408 L3710 7.83640 1621326
12036 Anglo Esteen Ship Managementtid, 342500 505.00 2,740,00 Qet 2l 342500
7 anglo st x 5,066.01 10m21 47280
U13096  Anglo Eastern ship Management Ltd. 462500 M0 374000 Sep1? 467500 VM CAY 267500 Sep13
U19028  Angie Eastern Ship Mansgamentitd. 2,700.00 1,936.00 2,124.00 onn 9,780.00
U300 Anglo East 266000 7200 2,82800
V1798 Anglo Lastern Ship Management Ltd, 5.085.00 1.013.00 407600
224003 050 000
U13091  Greatiekes Oredge and Oock Co 1256000 1256000 251200 1000800 Dectt 12.360.00 ok 156060 DecdC ok
WO Waltem Shipmanagemant Limited 12,479.9¢ 4,495.93 1758395 Ocr30 2WATIR 2247254 Ocn, 20
Ui Wallem h 12,882.00 237640 9,55.60 Aug23 11,88200
w0097 Wallem Shipmanagement Umited asa03t 203 896343 46804 338230 £,170.74 May20 431038
V1036 Anglo Eastern Ship Managemant Ld. 3,655.06 N7 2969
U1%032  Anglo Castern Ship Management Lid, 3,175.00 5,830,896 1,035.00 4,140.00
U3s033  Wallen Shipmanagement Limitad ©,758.00 175060 700640 7,882,00 Scp4 ok
V1085 Waflan Shipmanigement Limitad 303000 1209600 152686 7ALED 115040 17.27149
V19327 Waken hipmanagement Lid. 23,0794 461599 0,0.95
V1084 Wialin Shipmanagemant Ltd. 15,10635 sona 1208508
U1904)  Wallen Shipmamagement ttd, 599500 4416129 L9000 4,796.00
L19038  Angia Eastarn Ship Manpgemeny {td. 609500 1,212.00 4,076.00
V19051 Angio Lastern Ship Managament Ltd. 2,400,00 1,680.00 6,720.00
UL9053  Anglo Lastarn Ship Mansgement Ltd, 9,060.00 2,812.00 1,240.00
clerkal errar by L€ 00000 22555.00 200.00 20020 ,
V1033 Tan 2inh o, ud, 47500 4500 714829 4900 2II00 5718508
3 438,370.51 4 43837051 172,674.20 % 18509641 26563643 S 27%,376.23 M
Pryments sent per MpI 205,024.29
Paymanis receved per LOX -28,46239
Nptea

Dilfwrance in geliactions

3 1726150
i,

6,008.00
537320
LANT6
L7057
X2

BXT:EE]

7,98546
725650
267252
308,70
By 0.Q

23025
2,886.40

2,740.00
4372.89

SN
724,00
2,me00
4237600

281260
445595
9.303.60
385230

M489
9,160.00

2840
315040

1846395
108500
475600

3,444,008
3,44¢.00
324222

381420
30812
127743
25,000.00

2,00.22
157160

615,00
109322
935.00
1,056.00
132,00
1,019.00

252200
2495.99
2,70.40

958,08

712
101800
175180

m7.ea

et Escrow

ofdba
L]
237208
453380
1317.00
1209.50

a.00
2.408.13
4,883.59
3,829.07
3,844,00
341000
ERTIXT]

1,me20
341833

615,99
302127
1,392.00
1,219.00
1,660.00
11200

20000

49,00

paldand

forned
Holdback
7,461
4,533,
1,517.00
1320080

348823
2,85.99
362907
3,444.00
3,648,00
s2ar22
759948

25,0000

2,20023

235,00

2,512.00
4,409.99

Cowt arder
pesid
AN

$093.00

494038

29000

230994
15,1065
558800

8,40000
9,00000

e
16013078 % 139.487.03 %

L2 P AT L AL L

172,674,104 243,37

Jeas pald and sarned reserve epplied o ofs AR

et overpa(d {contingent) Nete &

Note 1 L recelved 1093 of the reseivables But only funded 50% of the face value of tha A/R

e

Nota 2. Tha aserow o
future losses on ungeid AR

Note 3Fron the anulyths sinco LCX nqvas provided an sccount of haw the holdbsck
o "

wat the Al as a1

Y
not exlst 53 bing owed at all

reserve pold by YMI gy

v

3

=

75,634.87

139,837.43

84,202.76

52027388
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Reconcile AR @ 30-9-2020

Total AR purchased 438,370.54

Total Collections 248,162.39
Less O/A 0.00
Net collections -248,162.39 57%
Less Chargeback -114,593.45 26%

Total AR Factared /- -+ T THBTATT

Reconcile Funds Employed {(NFE)

Client Fundings 248,835.30
Res RelfTransfer 92,000.00
Third party legals 2,804.00
343,639.30 47,776.42
Less Collections -305,025.19 Shortfall if invoices paid in full
Add fees 57.470.45

Add Adj -2,230.00

NetFunds Employed ....»" 7. ix 593,854,566

Add Accrued fees (to 19-10-2020) 29,536.56

3,3 ik

Key points

1) Only $248K or 57% of factored AR actually collected !

2) Large amount of chargebacks ie $114K or 26% of factored AR

3) Remaining AR totalling $75K is on average 15 months old

Hence a large amount of accrued fees due to late / non payment $ 29,537

4) All Escrow reserves ie 20% held on factored AR is full used by chargebacks, additional fees etc

5) There was over $122K of misdirected factored invoice payments , which far exceeded the $3K of non factored collections

BottomLine: Net Funds Empioyed + accrued fees $123K > Total remaining factored AR $75K by nearly $48K !

LC Rec for J Morgan Apr 2019-Sept 2020 AC 4820U
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0.001 Per Diem rate NOTE these invoices are now over 15 months old 11!
/ Estimated -
Accrued Per Diem
DebtorName Balance Current  1-30 31-60 61-90 91-Up fees Fees
ANGLO EASTERN SHIP MANAGEMENT LTD. (HONG Kt 22,555.00 ~ - - - 22,555.00 ’
Invoice# Invoice Date Funded Dz Batch#  Invoice AmoBalance Invoice Days * Over Due Days Age
U19048 7/7/2019 8/28/2019 10022 5,095.00 5,095.00 471 441 2,248.90 5.10
U19051 7/28/2019 8/28/2019 10022  8,400.00 8,400.00 450 420 3,528.00 8.40
U19053  7/25/2019 8/28/2019 10022  9,060.00 5,060.00 453 423 3,832.38 9.06
Wallem Ship Management Ltd. 53,059.67 -- - - - 53,059.67
Invoice# Invoice Date Funded Da Batch#  Invoice Amo Balance Invoice Days Qver Due Days Age
U19027 7/25/2019 8/28/2019 10022 23,079.94 23,079.94 453 423 9,762.81 23.08
U19042 6/28/2019 8/8/2019 10020 4,940.38 4,940.38 480 450 2,223.17 4.94
U19044 7/26/2019 8/28/2019 10022 15,106.35 15,106.35 452 422 6,374.88 15.11
U19045 6/2/2019 8/22/2019 10021 3,938.00 3,938.00 506 476 1,874.49 3.94
U1%049 7/19/2019 8/28/2019 10022  5,995.00 5,995.00 459 429 2,571.86 6.00
Total 75,614.67 0 0 0 0 75,614.67
Sanity Check on 4820U AR Recovery
Per CAS  Check Reserves Reconcilition
Total AR Factored + unpaid A 75,614.67 75,614.73 0
Less Escrow reserve -14,679.02 Escrow Reserves 14,679.02
Net Advance balance 60,935.65 Cash Reserves -ve {(32,918.85)
Add -ve cash reserves 32,918.85 - 18,239.83
Net Funds Employed 93,854.50 93,854.66 0 Total reserves per CAS  -18,239.93
29,536.56 Var 0

LCX Payout amount

3,391.06

Shortfall if invoices paid in full A-B -47,776.39

Conclusion: Given that invoices are so old, therer is insufficient funds to repay funds advanced + accrued fees, even when invoices are paid in full

LC Rec for J Morgan Apr 2019-Sept 2020 AC 4820U




CLIENT ACTIVITY STATEMENT

From: Aprit 4, 2019 To: September 30, 2020
Client: Versitec Marine USA INC - Factoring
Number: 48200 Fund 33B
Resarves hoidback for US Legals 3,500.00
Type: LCEC US Wire Fees $30x 2 6§0.00
S ] 3.560.00
Qﬁ%@ Rates per Forebearnce agreement - April 2019 |
‘_‘,,\‘9{:0 i Rates per Forabearnce agreement - April 2019 /!
[
Accounts Receivable Disbursements and Charges Balances
/ Availability: 29,582.14
Date Batch Type Bought Involce: Collected Involt Discounts Chargebacks |Funding Receipts Fees Acc. Receiv. _ Funding Reserve
Opening Balances 339,852.24 323.044.46 54.00 16,807.75 284,033 86 341.419.88 26,817.73 L X 010 -0.07 «233.33%
2019-04-30  4820-0017  Purchase 97.884.00 Fund9338 71,810.68 2,936.52 97,884.03 78,307.30 19,576.73 20.00%
2018-05-24  4820-0026  Recpt Cust 13,634.00 423,50 Cr41219060 8219061 13,210.50 84,250.03 65,086.80 19,183.23 22.73%
2019-05-29  4820-0018  Putchase 143,240.86 Fund @ I5C (Bofore Clawhack S25K) 25,265.46 Net ol clambick SBS! 4,297.24 227,480.89 94 689,50 132,801.39 58,38%
2019-06-28  4820-0019  Purchase 20,274.08 Fundb 35¢ 15,581.04 608,22 247,764.97 110,908.76 136,856.21 55.24%
2019-07-23  4820-0020  Purchase 92,000.00 transfers from 4820U to 4222 247,764.97 202,908.78 44,856.21 18.10%
2019-08-08  4820-0021 Purchase 83.963.44 Fundd 37C 64,621.84 2,518.90 331,728.41 270,079.50 61,648.91 18.58%
2019-08-22  4820-0022  Purchase 21.526,86 Fundn 385 16,545.68 845.82 353,285.27 287,301.00 66,954.27 18.67%
2079-08-23 4820-0028  Chgback ca13 10,733.80 40.01 342,521.47 287,341.01 55,180.46 18.1%
2019-08-26  4820-0129b0l Recpt Cust 39,037.65 wallem U19011,017.021 39,037.65 1,177.28 303,483.82 249,480.64 54,003.18 17.79%
2018-08-28  4820-0023  Purchase 71.461.30 Funo# 39C 55,010.60 214444 30.00 374,965,12 306,665.68 68.299.44 18.21%
2019-09-03  4820-0130bot Recpt Cust 76.656.44 3,031.00 anglo Eastam 73,625.44 357.59 238,308.68 233,397.83 64,910.85 21.76%
2019-08-04  4820-0131bot Recpt Cust 7.882.20 6,00 Wallam U19033 7,876,20 30.74 290,426.48 225,552.37 64,874,11 22.34%
2019-09-11  4820-0024 Purchase Transfes from 4821 for CB15 290,426.48 219,552.37 70.874.11 24.,40%
2019-09-11  4820-0033  Chgback X cB15 22,716.60 238.53 267,709.88 219,790.90 47,918.98 17.90%
2019-09-13  4820-0134bol Recpt Cust 24,813.00 Anglo Easiarn 219032 § OA 52,144} 24,813.00 24256 242,896.88 195,220.46 47,676.42 19.83%
2019-09-16  4820-0025  Purchase 2,144.00 Legals US 30.00 242,896.88 197.394.46 45,502.42 18.73%
2019-08-16  4820-0035  Chgback €817 noa lactored s, -2,144.00 245,040.88 197,394,456 47,646.42 19.44%
2019-09.23  4820-0136bot Recpt Cust 10,433.11 Throme U19037 10,433.11 60.41 234,607.77 187,021.76 47,586.01 20.28%
2019-10-11  4820-0137bot Recpt Cust 22,479.94 6.00 waiom L/19020 2247394 78.68 212,127.83 164,626.50 47,501.93 22.39%
2019-10-28  4820-0138bol Roecpt Cust 40,666.05 2,0086.00 Anglo 12006, 419012 38,660.05 500.19 171,461.78 126,4866.64 44,995.14 26.24%
2019-10-30  4820-0139  Chgback Thoms & Wellem OA fo reserves. -1,011.03 172,472.81 126,466.64 46,008.17 26,67%
2018-10-30  4820-0140  Chgback <820 4,745.00 16.13 167,727.81 126,482,77 41,245,04 24.59%
2019-11-22  4820-0142  Recpt Gust 62,341.30 T17 583K from 4822 1o cover CB 187,727.81 64,141.47 103,586.34 61,76%
2019-11-22  4820-0142  Chgback €B2S 73,165.91 1,070.73 94,561.90 65,212.20 29,349.70 31.04%
2019-12-09  4820-0144  Chgback cB28 8,387.17 105.39 88,174.73 85,317.59 22,857.14 25.92%
2018.12.17  4820-0146bot Recpt Cust 12,560.00 6,00 Greaf Lakes U19041 12,554.00 128.11 75614.73 52,891.70 22,723.03 30.05%
2020-01-13  4820-0026  Purchase Fee adj 25,823.82 75,614,73 78,715.52 +3,100.79 -4,10%
2020-01-14  4820-0027  Purchase Penalty adj 14,449.14 Seo Penally tab 75,614.73 93,164.66 -17,549.93 ~23.21%)|
2020-02.27 4820-0028  Purchase 330.00 Legais US 75614.73 93,494.66 -17,879.93 -23.65%
2020-09-11  4820-0029  Purchase 330,00 Legals US 30.00 7561473 93.854.66 -18.238.93 24.12%
Totals 777.922.78 571,206.85 5,532.50 131,101.20 637.672.96 646.444.82 84,288.18 18.338.34
Current Totals 438.370.54 248.162.39 -+ 5.478.50 °114.593:45 343,638.30 305,025,19 57,470.45 23000
2,804.00 US Legals Net Adjustments
0,00 OA Collections 0,00 Res Release 270.00 Wire fees
248.162.39 Factared Ar Colfecllans 248,835.30 Client Fundings 0.00 Check Calc at 3%
Reconclic AR @ 23-9.2020 82,000.00 Transfer Out Reconcile Funds Employed (NFE) tnitial Foes 13,151,14 13,151.12
Totat AR purchased 438,370.54 343,639.30 Clenl Fundings 248.835.30 Feas en colleclions 2,575.58
TomiColections 248,162,398 Ras RelTrorster $2.000.00 Fee Ag 40.272.96
Less O/A 0.00 Quick Rec on Client fundings « NFE Thitd pany legals 2,804.00 Fees on chargeback 1,470.79
Net colleclions -248,162.39 Tolal AR purchased 438,370.54 343,639.30 —
Less reserves @ 20% -87,674.11 Loss Collostions. -305,025.19 57,470.45
Less Chargeback -114,593.45 Less initial fee @ 3% -13,151.14 Add feen 57,470.45 Check 0.00
Less Wire Fees $30 x 5 Fundings -150.00 Add Adj -2,230.00
75.614.70 Clawback Fund 35C {85,000.00)

0.02



Closing AR per CAS
Var

75614.73
-0.03

2523

9
JR— s N
Check 3,558.99

Gross Collected
Less shorfpay / disc
Nel Customer Receipts

Transfer {ro 4822 re chargeback
Tolal Recelpts
Var

Check on Collections

Gross Callected

Less shoripay / disc

Net Collected per Columm E+F

Collecied per Recipts (Column §)
Var

Clozing NFE por CAS 93,854.66
var -0.10

248,162,383

-5,478.50

242,683.89

62,341.30 for Anglo Eastern
305,025.18

Q.00

248,162.39
-5478.50

24258383

242,683.89
0.00
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Versitec Marine USA INC

Chargeback # Date

CB13
CB13
CB15
CB15
CB15
CB20
CB25
CB25
CB25
CB25
CB25
CcB28

CB17

2019-08-23
2019-08-23
2019-09-11
2019-09-11
2019-09-11
2019-10-30
2019-11-22
2019-11-22
2019-11-22
2019-11-22
2019-11-22
2019-12-06

Invoice # Debtor

U19033A Wallem Ship Management

U19033A Wallem Ship Management
219062 Chesters Technoservices PTE
219065 Chesters Technoservices PTE
219066 CHesters Technoservices PTE
U19050 Tan Binh Co. Ltd.

Reason

Duplicate invoice factored

Invoice revised - copy attached

Debtor non payment
Debtor non payment
Debtor non payment

Paid direct to Versitec

U19002 Anglo Eastern Ship Management Paid direct to Versitec

U19028 Anglo Eastern Ship Management Paid direct to Versitec

U19016 Anglo Eastern Ship Management Paid direct to Versitec

U19038 Anglo Eastern Ship Managemenf Paid direct to Versitec

219016 Anglo Eastern Ship Management Paid direct to Versitec

U19018 Americas Marine Management

Total Chargeback for factored invoices

Less Chargeback for O/A for Non factored AR collected

Thome + Waliem Payment

Total Chargeback - CREDIT for non factored invoices

GRAND TOTAL for Chargebacks

Total net chargebacks per CAS

Paid direct to debtor

Var

548

Amount
8,758.00
1,975.80
10,498.80
8,802.60
341520  22,716.60
4,745.00
17.440.65\
9,780.00 | 79,563.08
366586 L. N
3,425.00
38,864.40
6,387.17

117,748.48 \\
\

(2,144.00) NOTE amount collected on NON Factored invoices is )
(1,011.03) relatively small compared to funds collected by Versitec
(3,155.03) ie misapproprated funds

114,593.45

114,593.45
0.00

LC Rec for J Morgan Apr 2019-Sept 2020 AC 4820U
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Chargeback # Date - Invoice # Debtor Reason Amount

CB13 2019-08-23 U19033A Wallem Ship Management Duplicate invoice factored 8,758.00
CB13 2019-08-23 U19033A Wallem Ship Management Invoice revised - copy attached 1,975.80
CB15 2019-09-11 219062 Chesters Technoservices PTE Debtor non payment 10,498.80
CB15 2019-09-11 219065 Chesters Technoservices PTE Debtor non payment : 8,802,60

117,748.48

Jet enen

T v—
el

ok

;
SR

it Wkl 3
.

NOTE: Per Factoring agreement dated June 21 2017, Clause 10 “Payments Received by Seller"

LCX can charge penailty for conversion / fraud ie customer receipts received and misdirected but not remitted to LCX
Penalty is the greater of $1000 or 10% of value of funds received and not remitted

LC Rec for J Morgan Apr 2019-Sept 2020 AC 4820U
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Versitec Summary
amended January 13, 2022

A/R factored Reserve {B} Total
net

1635536 Ontario Inc
AfC 4822 Cdn$ $ 73,179.98 -5 159,892.24 -$ 86,712.26
1635536 Ontario Inc
Afc4821USS 86,603.78 - 35,283.01 51,320.77
VM USA
AfC 4820U £62,129.35 - 155,472.90 - 93,343.55
Total US amounts 148,733.13 - 190,755.91 -5 42,022.78
converted to CDNS 185,916.41 -  238,444.89 - 52,528.48
1.25 CON
total in CDN $ as at $ 259,096.39 -$ 398,337.13 -$ 139,240.74
04-Mar-20
Notes

1 Fees accrued from March 4, 2020 to October 10, 2020 have been removed to come down to

balance owed by LCX to Versitec as of the order dateof March 4, 2020 as shown
in LCX material

2 Both MP! and LCX in there analysis included the payment made
by MP1 post March 8, 2020

add
deduct {Note2} Revised as of
[Note 1} payment to LCX  March 4, 2020
Fees to Oct 10,2020 from MPi

-5 66,102.00 60,000.00 -5 92,814.26
- 37,342.48 $ 13,978.28
- 29,536.56 -$122,880.11
- 66,879.05 -$ 108,901.83
- 83,598.81

-$ 136,127.29

-$ 149,700.81

$

60,000.00 -5228,941.55
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LIQUID CAPITAL EXCHANGE CORP.

Applicant

Court File No. CV-20-00637427-00CL
v. 1635536 ONTARIO INC. and others

Respondents

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

(Proceeding Commenced at Toronto)

AFFIDAVIT of
JOHN HOWARD DEANE MORGAN
(Sworn August 31° 2022)

ROUTE Transport & Trade Law
40 Wynford Drive Suite 305
Toronto, ON M3C 1J5

William M Sharpe
Tel: 416-482-5321
Email wmsharpe@routelaw.ca

Lawyer for the Interested Parties
John Morgan and Morgan & Partners Inc.
Originally Appointed Receiver
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Court File No. CV-20-00637427-00CL

LIQUID CAPITAL EXCHANGE CORP. and 163556 ONTARIO INC., et al
Applicant Respondents

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, C. B-3, AS
AMENDED AND SECTION 101 OF THE COURT OF JUSTICE ACT, R.S.0. 1990, C. C-43, AS AMENDED

ONTARIO
SUPERIOR COURT OF JUSTICE
[COMMERCIAL LIST]

Proceeding commenced at Toronto
MOTION RECORD
ROUTE Transport & Trade Law

Suite 305
40 Wynford Drive
Toronto, ON M3C 1J5

William M. Sharpe
Telephone 416 482-5321

wmsharpe@routelaw.ca
LSO # 22218B

Lawyer for the Interested Parties John
Morgan and Morgan & Partners Inc.
Originally Appointed Receiver



