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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 REUBEN BYRD

I, Reuben Byrd, of Boca Raton, Florida, in the United States of America, MAKE
OATH AND SAY:

1. I am the former consultant and acting CEO and COO of each of 1635536 Ontario
Inc. o/a Versitec Marine & Industrial (“Versitec Canada”) and Versitec Marine USA Inc.
(“Versitec USA” and together with Versitec Canada, “Versitec”), and as such | have
personal knowledge of the facts related herein. Where | do not have personal
knowledge of such facts, | have indicated the source of my information, and | believe

such facts to be true.

2. I am swearing this affidavit in response to a motion brought by the Applicant,

Liquid Capital Exchange Corp. (‘LCX") seeking judgment against me in respect of my



guarantee of the debts owing to LCX by each of Versitec Canada and Versitec USA.
My issue with the relief being sought is that | do not believe that there is a debt owing to
LCX. | 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 which were not factored by LCX. LCX has never
provided me with that accounting, nor have they provided the court with an accounting
in connection with the pending motions. Based on my discussions with Versitec's
former acting chief financial officer, | always understood that, on a net basis, LCX was
indebted to the Respondents. | am advised by John Morgan, the receiver originally
appointed in these proceedings at the request of LCX, that his analysis confirmed as

much.

My Background

3. | have a Bachelor of Science degree in Mechanical Engineering, bestowed upon
me in 1982 by Virginia Tech University, which | attended on a football (linebacker)
scholarship. | have been certified as a professional engineer (I aliowed my certification
to lapse a number of years ago). In 2011 | received an MBI degree (Master of
International Business) from Robert Kennedy University in Switzerland, and in 2012 |
received an MBA degree (Master of Business Administration) from the University of
Florida. | am a member of the American Society of Professional Engineers, and the
Society of Port Engineers (New York) and the American Waterways Organization. My

industry focus relates to global marine engineering.



4. I have, since 1987, owned and operated my own engineering consulting firm
(Global Marine Engineering, Inc.) Through this company, | have developed innovative
technologies and patented solutions, and provided consulting services to various
companies in the global marine industry, with particular emphasis on ship engineering
services, shipyard management, and stern tube seals. Within the past four years, |
have been involved in metalizing corrosion control through my company Global
Metalizing Corporation. | have, generally, been successful in improving the profitability

of the companies with which | have worked.

5. | was first approached by Versitec in October 2017. Versitec manufactured stern
tube seals and provided related repair and maintenance services. My review of
Versitec’s business and operations suggested to me that its business concept had
potential, but that its operations and processes needed to be improved. In or about
June of 2018, | agreed to assume the position of Consulting CEO of Global Operations

of Versitec, with a mandate to grow and improve the profitability of its business.

6. | first became aware of Versitec's factoring arrangement with and indebtedness
to LCX in late July or early August 2018. For ease of reference, a copy of the factoring

agreement between Versitec and LCX is marked as Exhibit “A” to this affidavit.

7. My instructions to Versitec’s accounting staff upon learning of the arrangement
with LCX was to stop factoring receivables. My goal was to pay out the indebtedness,
and we made progress in that regard. Ultimately, however, Versitec became the victim

of its own success.



8. | was, in short order, able to expand Versitec’s business, improving its sales from
approximately $1.2 million per year to around $5 million per year. In addition, | had been
very successful in creating fleet agreements with several Greek and German shipping
lines, and we were targeting sales of $25 million per year within 5 years and $50 million
within 10 years. As a result, we needed to maximize our cash flow. | reconsidered my

earlier decision to stop factoring of receivables.

9. I met with representatives of LCX (Johnathan Brindley and Florian Meyer) in or
about March 2019, in Buffalo, NY, to determine whether we could work together going
forward. We decided that we could, and to move forward we entered into forbearance
agreement marked as Exhibit “B” to this affidavit. In addition, as part of the
arrangement, various officers of Versitec, including myself, provided guarantees and

collateral mortgages securing Versitec’'s indebtedness to LCX.

10.  Thereafter, we met weekly with LCX, by phone, to discuss what was factored,
what was on the books and what was coming in the future. We were ramping up to

$100k in sales per week.

11.  The weekly calls between Versitec and LCX started off being productive but by
September 2019 they had become contentious. LCX was not remitting funds to Versitec
in a timely way, or accounting for its receipt of funds that fell outside of its dealings with

Versitec Marine. To be clear, there were two issues.

(a) First, when LCX purchased a receivable, it held back 20% of the face
value of the receivable on account of collection risk (the “Reserve”). As

the receivable was collected, the Reserve was to be remitted to Versitec.



(b)  Second, the way the factoring arrangement worked was that Versitec
would invoice its customers, and, in anticipation of factoring the invoice,
the payment terms on the invoice would direct payment to an LCX
account. Versitec would then submit a list of the receivables to be
factored to LCX. Occasionally, LCX would refuse to factor a receivable
because, for example, LCX formed the view that the receivable did not
meet its financing criteria. Despite this, LCX would still receive payment
into its account in respect of the receivable because that is what the
invoice terms stipulated. | refer to these payments as the “Unfactored

Receivable Payments”.

12.  As a result of the foregoing, Versitec made repeated requests for an accounting
of the Reserves and the Unfactored Receivable Payments, and for payment of the
amounts due to it. LCX refused or was unable to provide that accounting and remit
funds, even though Versitec knew, based on its dealings with its customers and
payment records, that payment had been made to LCX by the customer or, sometimes,
in the case of factored receivables, by Versitec itself. | believe that part of the problem
may have been that LCX did not operate segregated accounts but commingled funds

(including funds belonging to other LCX clients).

13.  On or about October 15, 2019, | provided a report prepared by Mr. Gunning
directly to Mr. Brindley, demonstrating that, on a net basis, LCX was indebted to each of
Versitec Canada and Versitec USA. | believe Mr. Gunning to have been correct. Mr.
Brindley denied this, but he refused to send me any records or otherwise explain how

LCX came to its calculations.



14. By November 2019, LCX's failure to account for and remit funds had become a
real problem for Versitec’'s business. Rather that providing cash flow, the factoring
arrangement with LCX was strangling the business. | decided to stop factoring
receivables, and Versitec sent a letter to its customers instructing them to pay all future

invoices to Versitec.
15.  Versitec’s relationship with LCX continued to devolve.

16.  On or about March 4 2020, | departed for Tampico, Mexico, to service a vessel.
On arrival | received an email attaching a 362 page application by LCX, for, among
other things, the appointment of a receiver, scheduled for hearing on March 9, 2020.
The application did not include anything about Versitec’s efforts to work things out, the
fact that they had kept the Unfactored Receivable Payments, that they had withheld the
Reserve, or even Versitec's own accounting. Given the short notice and my other

commitments, | was not in a position to supplement the record.

17. Morgan & Partners Inc. was appointed as receiver on March 9, 2020. Mr.
Morgan struck me as being a fair and reasonable man. | explained the issues
pertaining to the Reserve and the Unfactored Receivable Payments to him, and |

worked with him to collect Versitec’s receivables.

18. | was subsequently advised by Mr. Morgan that he had completed an analysis of
Versitec’'s accounts and the receivables collections, and that his findings were
directionally consistent with the findings of Mr. Gunning. That is, that he had concluded
that on a net basis LCX was indebted to each of Versitec Canada and Versitec USA.

He also advised me that Mr. Brindley continued to dispute this on behalf of LCX, but



was refusing to provide the receiver access to LCX'’s accounts and had failed to provide
Mr. Morgan with a satisfactory explanation for LCX’s disagreement. Shortly thereafter

Mr. Morgan and his company were replaced as receiver.

19. | have consistently taken the position that Versitec was not liable to LCX. For
example, attached hereto as Exhibit “C” is a letter dated March 29, 2021, from my U.S.
counsel, Kevin Jackson, to LCX’s U.S. counsel making this point. | am advised by Mr.

Jackson that he never received a response to this letter.

20. At paragraph 34 of his affidavit sworn November 18, 2021, Mr. Brindley deposes
that | attended and did not oppose the motion that took place before this court on June
22, 2021, relating to the distribution of funds to LCX. In fact, | did not attend that
hearing as | was on a ship in Port-Fourchon, Louisiana at that time trying to get the ship
out of dock, and | have no recollection of attending the hearing. | did ask my U.S.
counsel, Mr. Jackson, to audit the hearing in my absence and to let me know what
happened, which he did. | did not oppose the motion because | did not perceive that it
affected my interests, as judgment was not being sought against me, and it was no

longer my issue what happened to Versitec's money.

21.  On Friday, November 19, 2021, | received a copy of the record for the pending
motion seeking judgment on the debt against me personally only a couple of business
days later, on Wednesday, November 24, 2021. | am advised by Mr. Jackson that his
office was consulted about the scheduling of a motion a number of weeks earlier, and
that when they asked for a copy of the motion they were told that the motion was not

available and would follow in due course, but that the motion did not affect my interests.



22.  Plainly the motion did affect my interests, and | immediately responded and

attended the hearing to oppose the relief being sought.

23.  The record filed by LCX in support of its motion for judgment against me still
does not provide an accounting in respect of the alleged debt, much less an accounting
with supporting documentation that addresses LCX’s failure to remit the Reserves or the

Unfactored Receivable Payments.

24. | understand from speaking to Mr. Morgan that LCX gets to its position by
applying a number of charge-backs and penalties which are either unsubstantiated or
based on factual assertions that Mr. Morgan has determined to be incorrect (notably,
that certain receivables were not paid to LCX). | understand that Mr. Morgan will be
providing an affidavit that attaches his accounting and attests to the fact that there is no
debt owing to LCX by Versitec.

AFFIRMED remotely by Reuben Byrd at

Boca Raton, in the State of Florida in the

United States of America, before me on

this _7th day of January , 2022 in

accordance with 0. Reg. 431/20,
Administering Oath or Declaration

Remotely W
0.0

Commiss“iqwfr@p%' hg Affidavits Reuben Byrd [

Emma Janine Wall, a Commissioner ete.,
Province of Ontario, while a Student-At-Law.
Expires July 14, 2023, ’




This is Exhibit “A” referred to in the affidavit of Reuben Byrd

Affirmed before me on this 7" day of January 2022

M
K=

Commissioner for Taking Affidavits (or as may be)

Emma Janine Wall, a Commissioner etc.,
Province of Ontano while a Student- At-l.aw
Expires July 14, 2023
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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 Sireet, Suite 400,
Toronto, ON M2ZM 4E7 (hereinafter referred to as "Factor™) and 16333536 Ontario Inc.. a
corporation organized under the laws of the Province of Ontario. having a business address at 4
Stonebridge Drive. Unit 4. Port Colborne. Ontario L3K 5V4 and Versitec Marine USA Inc.,
corporation organized under the laws of the State of Delaware. having a busines~ address at 1623
Military Road, #283, Niagara Falls, NY 14304 (each a ~“Seller™). All capitalized terms in this
Agrecment, unless otherwise defined herein or required by the context. shall have the meanings
given those terms (whether or not capitalized) in and as defined under the Porsonal Property
Sccurity Act (“PPSA”) of the Province of Ontario 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 Aureecment. Seller
agrees to sell, transfer, convey, assign and deliver to Factor, and Factor agrees to purchase and
receive from Seller. all 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.

2. 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 Seller ofters for sale 1o sell to Factor. The Schedule
of Accounts must, among other things, identifv and describe the Accounts being offered for
purchase and the total face amount of such Accounts. Fach Account otfered for sale (o Factor
shall be evidenced by an identical 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 contract referencing the sale of goods and’or services and any modification(s)
or amendment(s) thercto 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, Scilers shall not seek or authorize any modification fo the terms

of the Account.

3. Purchase Price and Pavment. Facror, in its sole discretion, may advance a
percentage (%) (hereinatter 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 of any Advance. the
purchase price shall be equal to the face amoumt of the Accounts less any selling. payment or

Page 1 of 16
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other discounts offered. In addition. Factor. in its sole discretion, mayv elect to maintain a rescrve
from each Advance (hercinafter referred 10 as “Reserve™). As a 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 increase or decrease the amount of such
Reserve at any time and from time to time it it deems 1t 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 non-payments. reductions or losses
from the purchase of the Accounts. Payments received will be credited to speciiic invoices when
credit is given by Factor’s bank, not to exceed three (3) banking days. The applicable discount
fee is calculated 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, SLCH
TRANSACTION SHALL CONSTITUTE AN ABSOLUTE ASSIGNMENT OR TRUE SALE OF SUCH

ACCOUNTS AND NOT AN ASSIGNMENT INTENDED AS SECURITY AND AS SUCH, SELLER SHALL
HAVE NO LEGAL OR EQUITABLE INTEREST IN THE ACCOUNTS SOLD.

4. Maximum Amount It is further understood and agreed that the moximum face
amount of purchased accounts sold to Factor and outstanding at any time tthe “Maximum
Amount”) shall not exceed the amount set forth on the Discount Rate Schedule (attached as a
schedule hereto and incorporated herein by reference), in which event, Factur shall have no
obligation t purchase additional Accounts. Factor may however. in its sole and exclusive
discretion, increase or decrease the Maximum Amount from time to time.

5. Notice of Assignment. Upon Seller's execution of this Agreement. Facwor shall be
entitled to notify each customer (hereinaficr referred to as “Aecount Debtor™) of the sale and’or
assignment of the Accounts in a manner and method as Factor, in its sole discretion, may cloct
which may include Seller’s written acknowledgement. Seller agrees that. 1if so requested by
Factor, each document evidencing Accounts (i.e.. invoice) shall bear the following langu.ge.
conspicuously placed. which language may be modified or amended at Factor’s request:

This invoice has been assigned, sold and is payable only to Liquid Capital Exchange
Corp. 5576 Yonge Street, P.O. Box 10065, Yonge and Finch, North York, ON M2IN
0B6. In the event of any dispute as to quantity. quality or otherwise. notilication 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 to assist Factor in procuring
the Account Debtor's acknowledgment and acceptunce of such notice of assignment and
redirection of payment if requested to do so by Factor. Factor’s inability. for whatever reason. to
receive Account Debtor's acknowledgment and acceptance may result in the rejection of the
Accounts submitted for purchase or revocation of a conditional approval to purchase Accounts
without any obligation or hability on the part of Factor.

Page 2of {0



12

6. Security. in addition to those Accounts Factor purchases. in order to secure ithe
pavment of all indebtedness and obligations of Seller to Factor. Seller hereby grants to Factor a
security 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 to become
due to Seller from the Reserves as well as all monics on deposit. holdbacks and eredits. and all
Proceeds of the foregoing (collectively. the “Collateral™). Without limiting the forgoing and s a
turther inducement for Factor to enter into this Agreement with Scller, Seller shall exceute and
deliver a separate general security agreement concurrently with the execution and defivery of his
Agreement by Seller, to secure inter aliu. 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 agreement.

7. Seller's Representations. As an inducement for Factor to purchase Accounts from
Seller, Seller. and cach of its principals as identified on Tactor’s list of authorized signatories,
hereby makes the following representations, warrantics and covenants w Factor, The following
representations. warranties and covenants shall be, as may be applicable, deemed made upon the
execution of this Agreement. in each instance in which Seller submits an Account to Factor ror
purchase and for long as there are any obligations outstanding under this Agreement from Sciler
to Factor.

(a) Seller is duly organized and existing under the laws of the Province of Ontariv or
the laws of the State of Delaware, is duly qualitied, and as may be required. properly licensed. is
in good standing in such jurisdiction and every other jurisdiction in which it is doing business,
the execution. delivery and performance of this Agreement arc within its corporate powers nd
have been duly authorized and are not in contravention of any law or the powers of its charier.
bylaws, articles of incorporation. operating agreement, partnership agreement. or orher
incorporation papers, or of any indenture, agreement or undertaking to which Sciler is a party or
by which it is bound. Seller’s true and correct legal name is as set forth on the signature line
below and Seller will notify Factor in writing no less than 30 days prior to any change of name.
dba, place of business. jurisdiction of incorporation or corporate status or organizational
identification number.

(b) If Seller is operating under a trade or assumcd name, said name has been fled
with the proper authorities and each name has been provided, in writing. to Factor.

(c) Seller has and will maintain good, clear and undisputed exclusive title to he
Accounts offered for sale to Factor hereunder. and such sale will vest absoluie ownership to such
Accounts in Factor, free and clear of any licn, encumbrances, claims or security interest of any
kind or nature including but not limited to Federal and/or Provincial tax liens,

(d)  Each Account sold and assigned to Factor shall be an Account based upon a hona
fide 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
Debtor. with no claim. offset. allowance. discount, deduction. dispute. contingency  or
counterclaim, which could reduce the amount of such Account, affect the validity thercof. or
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hinder Factor's ability to collect or receive payment of the tull tace amount of said Account,

() All information furnished 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
connection with the Accounts, is true, complete and accurate, and contains no material
omissions, misstatements or mistepresentations.

() Scller is the sole and absolute owner of the Collateral and any other property in
which Factor is given a security interest: has good right and authority to grant a security interest
to Factor in such Collateral or other property: there is no presently outstanding licn. security
interest or encumbrance in or on the Collateral or proceeds and there is no financing statenient
covering the Collateral or proceeds on file in any public office except as may show on the exhibit
7(f) attached hereto. There are no judgments outstanding againsi Seller and there are no actiors.
charges. suits, proceedings or investigations pending or threatened against Seller or any of 15
property and none of Scller’s inventory has been produced or imported in vielation of any
applicable law or treaty.

{g) All financial records (including, but not Hmited to, balance sheets. incorie
statements. federal income tax returns. and Accoumts aging. listing or reports) which may have
been or may hereafier 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 stared
thereon. Such financial records shall be accurate and correct in all material respects und
complete insofar as necessary to give Factor a true and accurate knowledge of the subject matter.

{h) 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 affairs, financial condition and results of its
operations.  Without limiting the generality of the foregoing. Seller shall provide Factor, on or
prior to the thirtieth (30") day of each month. unaudited financial statements with respect to the
prior month and, within ninety (90) days afier the end of cach of Seller’s fiscal years. annual
financial statements and such certificates relating to the foregoing as Tactor may request
including, without limitation. a monthly certificate {rom the president and chief financial officer
of Seller stating whether any Events of Default have occurred and stating in detail the nature of
the Events of Default. Scller will furnish to Factor upon request a current fisting of all open wnd
unpaid accounts pavabie and Accounts, and such other items of information that Tactor may
deem necessary or appropriate from time to time.

(i) If Seller should change the location of the principal office or the offices where the
books and records of Seller are kept, Seller shall notify Factor immediately in writing of such
change.

)] The Accounts are duc and pavable on the selling terms noted on the face of each
invoice, 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 to any entity to whom Sciler hus a
financial or performance obligation of any kind.
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(k) Seller assigns and transfers to Factor. ctrective upon an brent of Detiule
hercunder. « nonexclusive right and Heeose o use any aade 2ames, marks cod sovles asee or

owned by Seller fogether with anv goodwii! associated therewith, 1o the oxtent neeessan
erdbic ractor w realize on the assets of Sciler in which iactor has been granted a scCurity
mterest. Such right and lcense is granted tree of charge with no monetay payment requirement
to Seller or any third party.

(h £ ach Account Debior's business s solvent fo the best ol Sedur’s " nowedge

(m)  Seller has paid and will pay all taxes and governmental charges imnosed with
respect to sale of Goods and furnish 1o Factor upon request satisfactory proot of puyment .ind
compliance with all federal. state and local tax requirements.

{n) Seller will promptly notity Factor of (1) the filing of any lawsuit against Sclier
involving amounts greater than Ten Thousand Dollars ($10,000), and (i) any attachment or any
other legal process levied against Seller.

(o) In no event shall the funds paid 1o Seller hereunder be used directly or indirectly
for personal. family, household or agricultural purposes.

i) Any invoice or written communication that is issucd by Seller to Factor by
facsimile or e~mail wransmission is # duplicate ot the original.

(q) Any electronic communication of data. whether by c¢-mail, tape. disk. or
otherwise, Seller remits or causes to be remitied to Factor shall be authentic and genuine,

(" Scller’s principal(s) acknowledge that the duty to accurately complete cach
Schedule of Accounts is critical to this Agreement and as such all obligutions with resject
thereto are non-delegable. Each of Seller’s principal(s) acknowledge that he she shall remum
tully responsible for the accuracy of eacli Schedule of Accounts delivered to Factor regardless of
who is delegated the responsibility to preparce and or complete such Schedule of Accounts,

(s) Seller agrees to execute any and all forms (e.g.. Form RC39) that Factor may
require in order to enable Factor to obtain and receive tax information issued by Revenue Canada
or the Department ot the Treasury, Internal Revenue Service, as applicable, or receive refund
pavments.

8. Recourse To Seller. In the event that:

{&) an Account purchased by Factor is not paid in full by the Account Debtor for any
reasan {or for no reason), on or betore the date when dee maccordance woith it werme.

th; an Sccount Dedtor objects to the quality of propurty sold or services performed
by Seller. or rejects. revokes aceeptance or fails or refuses to accept or receive any property or

services represented by any Account purchased by Factor,

-4 1 5
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{c) an Account Debtor suspends business. requests a general extension of time wilhin
which to pay debts or makes an assignment for the bencfit of creditors, or if a voluntary
assignment, petition or filing in bankruptcy under the Bunkruptcy und Insolvency Act (Canadas or
other applicable law is filed by or with respect to an Account Debtor or a receiver or recetver und
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 proceedings are commenced
under the Companies Creditors Adrrangement 4t (Canada) or other applicable law, or if an event
oceurs amounting 10 a general business failure of an Account Debtor. or

td) Factor in its sole and absolute discretion determines that any Account is or has
become uncollectible, then, Factor may require the Seller to promptly repurchase such Acconnt
from Factor by cither (i) making payment to Factor of the amount represented by Factor to be
owing on such Account or {ii} by providing Factor with another Account aveepuable 1o fractor in
its sole discretion with a face value cqual to or exceeding the fuce value of the unpaid Acceant
(the "Replacement Account") in substitution theretor or (iii) by Facior charging Seller’s
Reserve. The method of repayment or replacement shall be determined by bactor i its wole
discretion. The provisions of this Section are cumulative to and may be exercised concurrently
with any other rights, powers or remedies of Factor.

9. Power of Attorney. In order to carry out the intention of the parties hereto. Sciler
hereby irrevocably appoinws Factor, or any person designated by Factor. as its agent and attorney-
in-fact, which agency shall be deemed to be coupled with an interest and which uppointment
shall be irrevocable until all obligations Seller ovves Factor are fully satisited. [Factor’s expross
authority under this appointment shall include the rights to (i) sign and endorse on behali of
Seller all cheques. drafts 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, (i1) receive, open and dispose of Seller's mail received at Factor's address, (iii) chunge
the Seller’s address in order to re-route the delivery of all maii to Factor, (iv) strike out Sellet’s
address on any billing or statement sent to an Account Debtor and substitute Factor's address, (v)
in Scller's name demand. sue for, collect and give releases for any and sll monies due on or to
become due on purchased Accounts. (vi) compromisc. prosecute. or defend any and all things
necessary and proper to carry out this Agreement, specifically including. but not limited 0.
executing any documents necessary 1o perfect or continue the perfection of the security ineest
granted herein, and (vii) complote and issue any blank notices of assignmei -t of Accounts lod:od
by Seller with Factor.

10. _Pavments Received by Seller. Should Seller receive payment of all or any portion
of an Account sold pursuant 1o this Agreement. Seller shall immediately notify Factor of the
receipt of the payment, hold said payment in trust for Factor scparate and apart from Seller's
own property and funds, and shall deliver said payment 1o Factor without delay in the identical
form in which received. Should Seller receive a cheque or other instrument of payment
representing pavment of amounts due to both Factor and Seller. Seller shali surrender said
cheque or payment instrument to Factor. Should Seller receive a cheque or other instrument of
payment representing pavment of amounts due Factor and fail 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)
business days, Seller shall be deemed to have committed a material default in this Agreement.
In addition to all other damages to which Factor shall be entitled. Factor shall be entit'ed. in the
event Seller violates ils obligations under this paragraph. to charge Seller ©: misdirected payment
fee equal to ten (10%) percent of the amount of the payment instrum. » or Unc Thousand
Dollars (81,000.00), whichever is greater. to compensate Factor for the aduitional administrative
expenses that are likely to be incurred 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 to or repossessed by
Seller. such merchandise shall be held by Seller in trust for Factor. separate and apart from
Scller's own property and subject to Factor's sole direction and conirol.

11. Default. The term "Event of Default" as used in this Agreement shall mean the
vceurrence of any of the following evenis:

{(a) The failure of Seller 1o punctually and properly observe. keep or perform amy
covenant, agreement or condition herein required to be observed. kept or pertormed: 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 Agreement shall prove to be
untrue or incorrect or any financial statement or other statement purporting to represent the
financial condition of Seller proves to be false or incorrect.

{c) The failure of Seller to. within two (2) business days, deliver 10 Factor or deposit
into a bank account designated by Factor. a remittance received by Scllor in pasment of 4
purchased Account.

(d) The fatlure 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 lactor.

(e) The appointment of a receiver or trustee for Seller or the suspension vr cessation
of Seller’s business or operations.

() Seller becomes insoivent. is unable to pay its debts as they mature or makes an
assignment for the benefit of creditors.

(2) Seller is adjudicated a debtor in bankruptcy or requests, either by way of petition
or answer. that Seller be adjudicated a bankrupt or that Seller be allowed or granied any
composition. reassignment. extension, reorganization or other relief under any bankruptey law or
any other law for the relief of debtors now or hereafter existing.

i

(h) An involuntary petition in bankruptcy is filed by or against Seller or
guarantor,
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(i) A levy(s) or notice(s) of attachment. exccution(s). 1ax hienis) or assessment{s) or
similar process is issued against Seller or the Collateral.

() The dissolution of Seller,
(k) The death or incompetency of any guarantor of Seller’s obligation.
H Factor has reasonable grounds to deem itself insecure.

tmy  If there is a change in the ownership of Seller or Seller sells, leases transfers or
otherwise disposes of all or substantially all of Seller’s assets or consolidates with or merges into
any other cntity.

12. Remedies Upon Default Factor shall have the rights and remedies provided in this
Agreement and (without limiting the other rights and remedies excrcisable by Factor either prior
or subsequent to an Event of Default) as available to a Secured Party under the PPSA in effect in
any applicable jurisdiction in accordance with general law. Upon the occurrence of an Event of
Default, Factor may resort to any one or more of the following remedies. The exercise or eleeton
of any particular remedy shall not prevent the concurrent or subsequent eaercise or election of
any other available remedy:

(a) Declare any indebtedness sccured hercby immediately due and payable.

{b) Exercise its rights as a Secured Party and enforce the security interest granted
hereunder pursuan{ to applicable law, including. but not limited to, Factor’s right to estabiish
contact with and nstruct any and all of Seller's customers w0 remit payment(s) due or to become
due on Accounts directly to Factor at Facior's address, whether or not said payments relate to
Accounts purchased by Factor hereunder. Furthermore, Factor shall have the right to establish
contact with and instruct any other party from whom Seller may be entitied (0 receive moiies
now due or to become due in the future 1o remit said monies to Factor at Factor's address. In the
event Factor deems it necessary to seek equitable relief, including, but not limited to, injunctive
or receivership remedies, Seller waives any requirement that Factor post or otherwise obtain or
procure any bond. Seller also waives any right to legal fees or costs in the event any equitable
reliet awarded is subsequently. vacated, dissolved or reversed for whatever reason(s).

{c) Immediately terminate this Agreement as to future transactions, without affecting
the rights and obligations of the parties occurring with respect to prior transactions.

(d) Enter the premises of Seller and take possession of the Collateral and of records
pertaining to the Accounts and the Collateral.

(e) Grant extensions, compromise claims and settle Accounts for less than face vaiue,
all without prior notice to or authority of Seller, except as granted herein.
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) Exercisc all other rights conferred by law or equity or under this Agreement and
exercise any remedy existng at law or in equity for the collection of any indebtedness secured
hereby and for the enforcement of the covenants and agreements contained in this Agreement.
Factor shall be entitled to any form of equitable relief that may be appropriate without having to
establish any inadequate remedy at law or other grounds other than to establish that its Collateral
is subject to being improperly used, moved. dissipated or withheld from Factor. Factor shall be
entitled to freeze, debit and or effect a set-off against any tund or account Selier may maintain
with any bank. In the cvent Factor deems it necessary to scek equitable reliefl including. but not
limited 1o, injunctive or receivership remedics. as a result of an Event of Default. Seiler walves
any requirement that Factor post or otherwise obtain or procure any bond. Alternath Jv. in the
event Factor, in its sole and exclusive discretion. desires to procure and post a bond. Factor may
procure and file with the court 2 bond in an amount up to and not greater than Ten Thousand
Dollars ($10,000.00) notwithstanding any common or statutory law requircment to the contrary.
Lipon Factor’s posting of such bond it shall be entitled to all benefits as it such bond was posted
in compliance with applicable law. Seller also waives any right it may be entitled to, including
an award of legal fees or costs, in the event any equitable reliet 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 mav be
allowed by law.

13. Financial Statements. Seller agrees to keep proper books of record which books
shall at all times be open to inspection by Factor. In addition, Seller shall furnish Factor upon
request any prior or curtent income statement, balance sheet. tax return and report, along with
any other supplementary f{inancial information requested. Factor shall have the right. at all times
during normal business hours. without prior written notice, to examine and make extracts from
all books and records of Seller.

14. Reimbursable Expenses. In the course of investigating. approving. purchasing and
collecting Accounts purchased under this Agreement. Factor may incur routine andor
extraordinary expenses, including, but not limited to long distance telephone, postage. wire
transfers, overnight mail delivery, courier delivery, cheque certification, PPSA search and filing
fees. other lien search fees. facsimile transmissions. auditing and legal fees. all of which shall be
reimbursed to Factor by Seller upon demand or deducted from the proceeds payuble on a
purchased Account or from the Reserve.

15. Account Debtor Claims. Seller shall notify Factor of the assertion of any claim,
including any defences, dispute or offset by an Account Debtor with respect to an Account
purchased by and assigned to Factor or the merchandise or service relating thereto within three
(3) days after receiving such information. Seller may settle all such claims with Factor’s approval
and at Seller’s expense. Factor may. in its sole discretion. opt to scttle any Account Debtor claim
directly with the Account Debtor involved, ai the Scller's expense, upon such terms as Factor
may deem advisable at which time Seller shall cease any communications with the respective
Account Debtor. In the event Factor exercises its right to settle and compromise Account Debtor
claims. Seller hereby specifically agrees to the terms, conditions and provisions of any and all
settlements, compromises and other agreements, oral or written. entered into by Factor and
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Factor shall be deemed authorized 1o execute all releases. settlements or compromise agreements,
and receive, for and in Seller's name, all money and property that lactor may receive in
settlement, release or compromise of Account Debtor claims.  The toregoing is discretion.ary
upon the part of Factor and Seller shall have no right to demand or require Factor's excreise of
the aforesaid rights. Factor’s failure to agree shall not otherwise adversely atiect anv right(s) of
Factor or Seller’s waiver(s) herein. In the event of any claim against an Account by the Account
Debtor or a breach by Seller of any representation hereunder as to 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 above.

16. Lawvyer's Fees. Seller agrees to pay all reasonable lawyer's fees. court costs and
expenses incurred by Factor or its counsel 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 and'or ~ctofl’ against Scller's
Reserve all such fees and costs as they are incurred. Notwithstanding the oxistence of any law
statute, rule. or procedure in any jurisdiction which may provide Seller vith a right 1o fawyer's
fees or costs, Seller hereby waives any and all rights to hereafter seek lawver’s fees or costs there
under and Seller agrees that Factor exclusively shall be entitded to indemnitication and recovery
of any and all lawyer’s fees or costs in respect to any litigation based hereon, arising out of, or
related hereto. whether under, or in connection with, this and‘or any agreement caecuted in
conjunction herewith, or any course of conduct. course of dealing. statements (whether verbal or
written) or actions of cither party.

17. Notice. [xcept 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 addressee at the
address shown above or at the most current address that the party has from time to time
designated in writing.

18. Term. This Agreement shall be effective from the date hereof and shall continue in
full force and cfivet for as long as a balance is owed to Factor {from Seller and Factor. whether
under this Agreement or otherwise. and for so long as bactor has an outstanding PPSA
registration against Seller. Factor or Scller shall be eniitled to terminate this Agreement at any
tme by giving thirty (30) days prior written notice. In addition. Factor shall bave the right for
any teason Or no reason to terminate this Agreement at any time withoul prier writien or oral
notice apon the occurrence of an kvent of Default. Upon the cftective date of termination. all of
Seller’s obligations, whether incurred under this Agreement or any amendment or supplement
thereto or otherwise, shall become immediately due and payable without notice or demand.
Notwithstanding any termination, until all of Seller’s obligations of cvurny nature whatsoever
shiall huve been fully paid and satisfied. Factor shall retain Factor's security interest in and title to
all existing and futurc Accounts and other Collateral held by Facior hereunder. Unil final
termination following the notice thereof. Seller shall continue to offer all Accounts to Factor and
Factor shall be under no obligation to make any further Advances or purchase any Account. Any
termination of this Agreement shall not serve to release any security interest granted herem until
all Accounts purchased hereunder and all indebtedness of Seller to Factor has been paid in full
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nor shall such termination atfect any of the obligations incurred by the partics hercto.

19. Indemnification. Scller shall indemnity. defend and save Factor harmless from and
against any and all lability, claims, suits, demands. damages, judgments. costs, inwrest and
expenses (including, but not limited to attorney’s fees and costs) o 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 reccived by Factor from or for the account of an
Account Debtor is avoidable under the Bankruptcy and Insolvency Aci (Canada) or any other
debtor relief statute or suffer by reason of any liability or claim arising or resulting from Seller’s
acts or omission to do any act. This paragraph 19 shall survive termination of this Agreement.

20. Binding on Future Parties. [he terms and provisions of this Agreement shall be
bindieg upon and shall inure to the benefit of the parties hereto and their respective heirs,
executors, administrators, estate trustees, personal representatives, successors and assigns. Scller
nay 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 uccommodation
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 event a petition in
bankruptcy is filed by or against Sclier.

21, Neo Waiver. No failure or delay by Factor in exercising any o Factor’s powers or
rights hereunder, or under any present or future supplement hereto or under any other agreement
between Factor and Seller shall operate as a waiver thereol: nor shall any single or partial
exercise of any such power or right preclude other or further exercise thercof or the exercise of
any other right or power. Factor’s rights, remedies and benefits hereunder arc cumulative and not
exclusive of any rights, remedies or benefits which Factor may have. No waiver by Factor of any
provision hereunder shall be deemed to extend to any other provision hereunder.

22, Severability. Each and cvery provision, condition. covenant and representation
contained in this Agreement is and shall be construed to be a separate and independent covenant
and agreement. In the event any term or provision of this Agrecement shall to any exteni be
declared illegal, contrarv to law. invalid or unentorceable. the remainder of this Agreement shall
not be affected thereby and this Agreement shall coatinue in full force and etfect as though such
term or provision had not been incorporated herein.

23. Miscellancous.

(a) This Agreement 1s deemed made and shall be governed. interpreted and construcd in
accordance with the laws of the Provinee of Ontanto.

(b) If two or more individuals, corporations. limited liability companies, parinerships or other
business entities or associations (or any combination of two or more thereof) are named above
and execute this Agreerment as Seller, 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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release or discharge the others. In like manner, if Seller named in this Agreement is a partnership
or other business entity or association, the members of which are by virtue of statutory or general
law subject to personal lability. the Hability of cach such member shall be joint and several and
the releasc or discharge by Factor of one shall not release or discharze e others.  This
Agreement shall be interpreted to reflect multiple parties being named and exceuting this
Agreement as Seller. By way of example. the term “Account™ 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 objection as
conciusive evidence of the status of the obligations between Factor and Scller. Each statement.
report, or accounting rendered or issued by Factor to Seller shall be deemed conclusively
accurate and binding on Scller unless within thirty (30) days after the daie of issuance Seller
notifies Factor to the contrary by registered or certified mail, setting forth with specificity cach
reason why Seller believes such statement, report, or accounting or any portion thereof is
inaccurate, what Seller believes to be correct amount(sj therefor. and supplics detailed. written
suppott for Sellers objection(s). Seller's failure to receive any monthiy statement shall not relicve
it of the responsibility to request such statement and Seller’s failure to do so shall nonetheless
bind Seller to whatever Factor's records would have reported.

(d) Any legal proceeding with respect to any controversy arising under. out of, or relating to.
this Agreement, any amendment or supplement thereto or to any transactions in connection
therewith whether asserted by way of claim. counterclaim. cross claim or otherwise shall be
brought and litigated only in the Province of Ontario. in the Ciiy of Toronio or in any county in
which Factor has a business location, the selection of which shall be in 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 inconvenient forum or that the venue
thereof is improper.

(e Seller expressly authorizes Factor to access the systems of and’or communicate with any
shipping or trucking company in order to obtain or verify tracking, shipment or delivery status of
any merchandise regarding an Account.

(f) Seller acknowledges that there is no. and it will not seek or attempt to establish any.
fiduciary relationship between Factor and Seller, and Seller waives any right to assert. now 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.

(g) This Agreement (including any addenda executed contemporancously herewith) is a
complete and final agreement, reflects Seller’s and Factor’'s mutual understanding. supersedes
any prior agreement or understanding between the partics, and may not be moditied or amended
orally. But for the promises and representations expressly contained in this Agreement. no ather
promise or representation of any kind has been made to induce cither parny o execiic tis
Agreement.  Furthermore, Seiler and Factor acknowledge that if any such promise or
representation has been made, neither has relicd. nor shall either be entitled to rely, upon any
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such promise or representation in deciding to enter into this Agreement.

(h) In the event Seller’s principals. officers or directors form a new entity. wheiher
corporate, partnership, limited lability company or otherwise, similar to that of Seller during the
term of this Agreement or merge into any other entity (regardless of whether Seller is the
surviving entity), such entity shall be deemed 1o have expressly assumed the obligations due
Factor by Seller under this Agreement. Upon the formation of any such entity. Factor shall be
deemed to have been granted an irrevocable power of attorney with authority to execute. on
behalf of the newly formed successor business, a PPSA or Uniform Commercial Code tinancing
statement or amendment and have it filed with the appropriatc PPSA or Unitorm Commercial
Code filing office. Factor shall be held-harmless and be relieved of any Hability by Seller or such
new entity as a result of Factor’s filing any PPSA or Uniform Commercial Code financing
statement or the resulting perfection of a licn or security intercst in any of the successor entity’s
assets. In addition. Factor shall have the right 1o notify the successor entity’s account debtors off
Factor’s security interests and lien rights, its right to coilect all Accounts, and to notity any new
lender who has perfected a security interest or lien in such successor entity’s assets.

(i) Seller acknowledges that Factor may obtain {inancing from a bank or other financial
instiwtion or financing sources and in connection herewith:  (a) consents to Factor’s granting
such financial institution or financing source a security interest in all of its rights under
Agreement. the documents executed in connection therewith and all collateral thercunder: and (b}
agrees that such financial institution or financing source shall be a beneficiary of all ns
representations, warranties and covenants in this Agreement and may exercisc any power of
attorney given by Seller to Factor under this Agreement or otherwise,

0 Scller and Factor herehy irrevocably waive any right either may have to a trial by
jury in respect of any litigation directly or indirectly at any time arising out of, under or in
connection with this Agreement or any trapsaction contemplated hereby or associated
herewith. Seller irrevocably waives, to the maximum extent not prohibited by law, any
right it may have to claim or recover in any such litigation any special, exemplar, . punitive
or consequential damages, or damages other than, or in addition to, actual damages. Seller
certifies that no party hereto nor any representative or agent or counsel for any party
hereto has represented, expressly or otherwise, or implied that such party would not, in the
event of litigation, seek to enforce the foregoing waivers. Seller acknowledges that Factor
has been induced to enter into this Agreement and the transactions contemplated hereby.
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 meaning of the paragraphs
hereof.

25. Counterparts. This Agreement may be signed in any number of counterparts. cach
of which shall be an original, with the same effect as if all signatures were upon the same

instrument, Signatures may be affixed manually or digitally and delivery of an exccuted
counterpart of the signature pages 1o this Agreement by [acsimile or by electronic means shall be

Page 13 of 16



23

effective as delivery of a manually exccuted counterpart of this Agreement. and any party
delivering such an executed counterpart of this Agreement or facsimile or electronic means to
any other party shall thereafter also promptly deliver a manually executed counterpart of s
Agreement to such other party, provided that the failure to deliver such manually exccuted
counterpart shall not aftect the validity, enforceability or binding effect of this Agreement.

SELLER

16333536 ONTARIO INC. VERSITEC MARINE LSA INC,
By: T A s _ Byt e T
Name: David Taylor Name:r David Tavlor

Title: President litle: President

Executed June 21. 2017
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PROVINCE OF ONTARIO, CANADA

The foregoing instrument was acknowledged before me this 21 day of June. by David
Favlor on behalf of cach Seller. He is personally known to me or who provided
as identification,

Notary Public
FACTOR

LIQUID CAPITAL EXCHANGE CORP.
/)

Al
By YVIDA
JonathanBrindicy

;

Fxecuted June 21, 2017
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Discount Rate Schedule

Schedule |

Initial Rate

Initial Rate Pertod

Further Rate

Further Rate Period
Maximum Amount
Mininmura Charge Per Invoice
Per Invoice Fee

Reserve

Page 16 of 14

25

2250

Thirts (303 Dios
0.075% per day
NA

$500.,00:.00
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1635536 ONTARIO INC,
- Stonebridge Drive, Unit 4. Port Colborne, Ontario L3K 5V4

Altention: Accounts Payable Department
Subject: Payment of Account

1635536 Ontario Inc. o/a Versitec Marine & Industrial (“Versitec”) has entered into certain financing arrangements with
Liquid Capital Exchange Corp. (“LCX™). As part of those financing arrangements, Versitec has made an absolute
assignment to LCX of your outstanding accounts and will be making further such assignments on an ongoing basis with
respect to all of your future outstanding accounts.

You are hereby irrevocably authorized and directed to pay all monies due and owing in respect of all your present and
future accounts with Versitec to Liquid Capital Exchange Corp. at the following address:

Liquid Capital Exchange Corp.
5734 Yonge Street, Suite 400
Toronto, Ontario

M2J 4E7

This authorization and direction is irrevocable until you are advised otherwise in writing signed by authorized signing
officers of both Versitec and LCX. Facsimile and other electronically transmitted documents pertaining to these matters
are to be considered and treated the same as original documents. It is contemplated that LCX might delay delivery of this
letter to you indefinitely. Any such delay shall not adversely affect the validity of the notification or the direction upon

delivery.

Please acknowledge your receipt of this notification of absolute assignment and this irrevocable direction by signing
below where indicated and sending signed copies by email to Versitec at service{@versitec.ca and to LCX at
aflomen@liguidcapitalcorp.com. But please note that your receipt of this notification of absolute assignment, without
any acknowledgement or acceptance by you, is sufficient to require that payments be made in accordance with this
notification and that payments made contrary to this notification might not be applied in satisfaction of your account.

We appreciate our business relationship. Please be assured that the assignment to LCX of your accounts will not disrupt
our continued relationship. If you have any questions concerning these matters, please cail me directly at 905-834-5566
or Adam Flomen of LCX at 416-222-5599.

Sincerely, Acknowledged this ___dayof __ ,200
1635536 Ontario Inc.

o/a Versitec Marine & Industrial

per: per:

/
< 2 o

(authorized s‘i'gning officer. ‘authorized signing officer,
Name: David Taylor Name:
Title: President Title:

Teiephone #:
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VERSITEC MARINE USA INC,
1623 Military Road, #283, Niagara falls, NY 14304

Attention: Acceunts Payable Department
Subject:  Payment of Account

Versitec Marine USA Inc. (“Versitec USA™) has entered into certain financing arrangements with Liquid Capital
Exchange Corp. (“LCX"). As part of those financing arrangements, Versitec USA has made an absolute assignment to
LCX of your outstanding accounts and will be making further such assignments on an ongoing basis with respect to all
of your future outstanding accounts.

You are hereby irrevocably authorized and directed to pay all monies due and owing in respect of all your present and
future accounts with Versitec USA to Liquid Capital Exchange Corp. at the following address:

Liguid Capital Exchange Corp.
5734 Yonge Street, Suite 400
Toronto, Ontario

M2J 4E7

This authorization and direction is irrevocable until you are advised otherwise in writing signed by authorized signing
officers of both Versitec USA and LCX. Facsimile and other electronically transmitted documents pertaining to these
matters are to be considered and treated the same as original documents. It is contemplated that LCX might delay delivery
of this letter to you indefinitely. Any such delay shall not adversely affect the validity of the notification or the direction

upon delivery.

Please acknowledge your receipt of this notification of absolute assignment and this irrevocable direction by signing
below where indicated and sending signed copies by email to Versitec USA at service@versitec.ca and to LCX at
aflomen@liquidcapitalcorp.com. But please note that your receipt of this notification of absolute assignment, without
any acknowledgement or acceptance by you, is sufficient to require that payments be made in accordance with this
notification and that payments made contrary to this notification might not be applied in satisfaction of your account,

We appreciate our business relationship. Please be assured that the assignment to LCX of your accounts will not disrupt
our continued relationship. If you have any questions concemning these matters, please call me directly at 905-834-5566
or Adam Flomen of LCX at 416-222-5599.

Sincerely, Acknowledged this ___ day of L2001

Versitee Marine USA Inc.

per: per:
g PSS S

fauthorized signing officer) lauthorized signing officer)

Name: David Taylor Name:

Title: President Title:

Telephone #:



This is Exhibit “B” referred to in the affidavit of Reuben Bryd

Affirmed before me on this 7t day of January 2022

Commissioner for Taking Affidavits (or as may be)

Emma Janine Wall, a Commissioner eto.,
Province of Ontano while a Student-, At-Law
Expires July 14, 2023,
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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 “Versitec 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 KARY BYRD, of
Boca Raton, Florida

(a guarantor hereinatter individually referred to as (“BYRD ™)
and collectively a “Guarantor™)

OF 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 Province of Ontario

(a guarantor hereinafter individually called “Holdings” and

collectively as a “Guarantor”)
UF THE FIFTH PART;

29



-and -
LIQUID CAPITAL EXCHANGE CORP.
5734 Yonge Street, Suite 400
Toronto, ON M2M 4E7

(hereinafier called “Liquid Capital™)

OF THE SIXTH PART

I INDEBTEDNESS OF THE BORROWER

WHEREAS the Borrowers carry on business as an equipment manufacturer and service
supplier.

AND WHEREAS the Borrower is party to various documents and agreements which
establish credit facility arrangements between Liquid Capital, as lender, and each of Versitec
Canada and Versitec USA, as borrowers, pursuant to: (i) a financing facility agreement dated
June 21, 2017 providing for a $500,000 Canadian & US Dollars loan, (the “Facility
Agreement”); and (ii) a purchase and sale agrcement 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 CADS49,557.96
INTEREST ACCRUED TO AND INCLUDING April 25, 2019 16,013.58
TOTAL INDEBTEDNESS (the “CAD Indebtedness”) $65,571.54

* per diem interest is CAD$45.72 and continues to accrue

B. FACILITY INDEBTEDNESS — UNITED STATES DOLLARS

PRINCIPAL AMOUNT OWING USDS0o
INTEREST ACCRUED TO AND INCLUDING April 2, 2019 ... V]
TOTAL INDEBTEDNESS (the “USD Indebtedness”, and together $0

with the CAD Indebtedness, the “Indebtedness™)

* per diem interest is USD$0 and continues to accrue
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. SECURITY GRANTED BY BORROWER

AND WHEREAS as security for the [ndebtedness, 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 labilities. 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 guarantee and postponcment of claim
agreements, each dated June 21, 2017 (collectively, the “Guarantees™).

E. DEFAULT

AND WHEREAS each of the Borrowers and Guarantors acknowledges and agrees that
various defaults have occurred under the Borrower Documents, which include, without
limitation, the collection of funds and payments from various companies under invoices that had
been factored and assigned to Liquid Capital. The failure to remit the foregoing funds
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 lctter of demand dated
November 16, 2018 and issued by Liguid Capital to the Borrowers and the Guarantors.

F. FORBEARANCE

AND WHEREAS each of the Borrowers and the Guarantors have requested Liquid
Capital not effect realization on the Security or 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 Agrcement 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 tu Enforce Security
(*“NITES™)), which forbearance shall only be effective 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 net enforce on such demand and NITES, the security granted by
the Borrowers, or on the Guarantees, all as hereinafter more particuiarty set out.

AND WHEREAS Liquid Capitai has agreed, in rcliance upon the representation.
wartanties ard coverants of the Borrowers and each Guarantor contamed in this Agreement, ard
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subject to 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

Each of the Borrowers and the Guarantors, have requested Liquid Capital refrain from
effecting on the respective security pledged to Liquid Capital and on the Guarantees g.ven 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
Guarantors that:

(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;

(c) 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:

(i) David Carpenter is no longer an employee with the Borrowers,
(i) Reuben Byrd is a new investor and the CEQO of the Borrowers;
{1i1) Reuben Byrd has agreed to sign a personal guarantec of the

obligations of the Borrower to Liquid Capital and Liquid Capital
has agreed to enter into this Forbearance Agreement and continue
factoring services, as outlined herein, 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 steps to
enforce on the Security, and on the Guarantees, and pursue all remedies with
respect to the obligations of each of the Borrowers and each Guarantor, as it may
deem appropriate;

) except as provided in this Agreement, Liquid Capital (either by itself or through
its officers, employees or agents or advisors) has made no promises or statement
iexpress or wplied, verbal or otherwise ), nov has [t taken any action or omiitted 0
take any action that would constitute a waiver of its rights to enforce on the
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(k)

(h
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Security and the Guarantees given in support of the Indebtedness, and pursue its
remedies in respect of the obligations of the Borrowers and the Guarantors,
including, but not limited to, the Security and the Guarantees;

The Borrowers will operate 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
Borrowers 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
Forbearance 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 cxercise
its rights and remedies immediately, including, without limitation, the
appointment of a Recciver-Manager (“Receiver™) or a trustce in bankruptcy of
the assets and undertaking of the Borrowers and to enforce on the Security and the
Guarantees;

The Borrowers hereby expressly acknowledge and confirm their liability for the
Indebtedness to Liquid Capital and the Guarantors confirm their Guarantees and
that they are valid and cnforceable in accordance with the terms of their
respective Guarantees.

The Borrowers and the Guarantors confirm that the demand and NITES sent to
them remain in full force and eftect 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/or 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 agrzements and for guarantee agreements nd that
neither the Borrowers nor the Cuarantors hasve any valid defence. claim. cause of
action, counterclaim 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 considerat’on for entering intc
this Forbearance Agreement,

all statements contained in the recitals to this Forbearance Agreement are true and
accurate in every respect and are incorporated heremn;



(m)

(n)

(»)

(q)

(s)
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cach of the Demands and NITES issued to the Borrowers and the Guaraniors has
been validly and effectively given to them and will remain in effect at all times
until all Indebtedness and obligations are fully satisfied:

Ligquid 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 takc enforcement steps as it
determines to do so;

the entering into of this Forbearance Agreement by Liquid Capital does not
constitute a withdrawal or revocation of the Demands or NITES or a waiver of
existing or furure defaults, or events of default under this Forbearance Agreement
or a waiver of the obligation to pay the entirety of the Indebtedness by or before
the end of the Forbearance term;

this Forbearance Agreement has been duly authorized and duly executed and
delivered by a duly authorized officer of cach of the Borrowers and the
Guarantors, that is not an individual, and constitutes a legal, valid and binding
obligation of such Borrower and Guarantor, enforceable in accordance with the
terms herein set out, and each Guarantor that is an individual has the legal
capacity to enter into this Forbearance Agrecment;

this Forbearance Agreement has been fairly and freely negotiated between
commercial parties and their respective legal counsel and each party is cntering
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 enter 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
Pcriod, subject to the following, which shall amerd the terms of the Purchase Agreement, as
necessary to give effect the following:

(a)

cach of the Borrowers shall be recuired (o factor with Liquid Capital all o tacir
respective accounts recetvab ¢ which urc accepiable t Logoid Canvai;




(b)

(d)

()

all factored receivables shall be on a full notification basis to the applicable
customers 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 applicd 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:

(i) legal and other fees incurred by Liquid Capital, which shall

include without limitation, legal fees and the fees of the Consultant
(which 1s hereinafter defined); and

(ii) all amounts currently 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 purchased 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 all of Liquid Capital’s notification condiiions
and processes from time to time, which shall include, without limitation, the
following:

(i) sign any required custom factor notification letters;

(ii) have a Liquid Capital assignment notification clearly printed on
all invoices;

(ii1) Liquid Capital is hereby authorized to contact and collect from the
Borrower’s customers 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 Liguid Capital insurer or by
the Borrowers under an Export Development Canada (“EDC”) insurance policy,
that is acceptable to Liquid Capita!l in its sole discretion. The Borrowers and
Guarantors acknowledge and agree that all of the Borrowers' rights and benefit.
under their existing and any future EDC credit policies have been assigned
pursuant (o the Security. The Borrowers covenant and agree that they will sign
such other ducuments ard do such other things as may be requested by Ligad
Capita. in respec: of the assignment o the assignmen’ of the EDC osurance
policies and the rights and benefits that arise therefrom.
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5. COVENANTS

Each of the Borrowers and Guaranters covenants, acknowledges and agrees with Liquid

Capital that;

(a)

(©)

(d)

(e)

Performance of all conditions and terms of this Agreement is an integral
inducement for Liquid Capital to agree to enter into this Forbearance Agreement
and that Liquid 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 induccment to enter into this Forbearance Agreement,

The Borrowers shall engage Newhouse Partners Inc. (the “Consultant™) on the
terms and conditions more particularly set forth in the engagement letter 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 Liguid
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 pursuant such continued factoring arrangements any
additional reserves Liquid Capital deems necessary in connection therewith.

The Borrowers will forthwith provide to Liquid Capital:

(1) Payment to Liquid Capital of an extension and administrative fee
of $10,000 (“Fee™) to partially retmburse Liquid Capital with
respect to the time expended by it with respect to dealing with
default issucs 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;

(i) The Borrowers acknowledge failure to obtain alternate funding
sufficient to repay Liquid Capital in full by December 31, 2019
will be an evenr of default enabling Liquid Capital to immediately
terminate the Forbearance Period and forthwit: taxe all steps it
deems necessary to protect its loan and secunity thercfore:
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(i)

(iv)

(v)

(vi)

(vii)

Vit
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The Borrowers will not declare any dividends, nor repay any
sharcholders’ 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 employces,
officers an directors and with payment being consistent with past
payment amounts;

Each  of the Borrowers covenants and warrants that all leasc
payments for the premises it carries on business from are and will
be kept current. Each of the Borrowers covenant to immediately
notify Liquid Capital of any non-payment of rent when due, or any
other covenant breach by such Borrower of its lease;

The Borrowers will reimburse Liquid Capital for all expenses,
including all legal fees and disbursements, that Liquid Capital has
incurred or will incur arising out of its dealings with it, bath to date
and with respect to, and including the Forbearance Agrecment, all
matters related to payout, and in any protection, preservation
and/or enforcement of the Security or the Guarantees, including the
preparation of this Agrcement, and covenants and agrees to fully
reimburse 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 reports, including,
but not limited to, weekly reporting as required by Liquid Capital.
including, but not limited to, weekly updated cash flow reports and
bank statements for all accounts of the Borrowers, and in addition
thereto. monthly reporting. including internally 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 government taxes, liens, deemed trust, super
priorities and the Borrowers acknowledge failure to keep same
current will be an ¢vent of default;

prior to any contemplated sale or other disposition of any assets,
inchuding but not limited to, the premises lease. or equipment, out
of the ordinary course of business, the Borrowers will provide
Liquid Capital with full particulars of the contemplated transaction
and will not carry cut such transaction without the prior written
consent of Liquid Capital having been first obtained: and

Taylor agrees "0 provide @ colateral ciarge wguirst his property
located at 518 King Street Port Colborne, Orntario; and
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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 properties as Liguid 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:;

H In order to ensure the smooth running and continued operations, the Borrowers
agrees to use comfort letters and irrevocable 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 repay 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 its
guarantee.

7. DELIVERY OF DOCUMENTS

The Borrowers 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:

(a) Byrd shall deliver an unlimited guarantee using Liquid Capital’s standard form
guarantee;

{b) the collateral charges referenced above shall be delivered;
{c) the consulting agreement with the Consultant; and
(d) this Forbearance Agreement.

8. CONSENT TO APPOINTMENT OF RECEIVER-MANAGER (“RECEIVER”)

Receiver Application

Upon the earlier of (i) the expiry of the Forbearance Period without repayment 1n whole
to Liquia Capital; or £i1) the vecurrence of an Event of Default of which Liguid Cap ta! Fas 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 further rotice or delay, all of its rights and remedies against each of the
Borrewers and each Guarantor for such indebiedness, Including takirg steps to resiize ¢ the
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security and guarantees, which rights and remedies may. at the sole option of Liquid Capital
include an application to Court for the appointment of a recciver 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 relv 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:

(a) 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;

(c) 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 warranty provided to Liquid Capital (herein or otherwise)
by the parties hereto was incorrect when made or becomes incorrect;

(e) failure to execute and deliver to Liquid Capital this Forbearance Agreement no
later than May 10 2019 ;

) failure to materially perform or comply with any of the covenante. terms,
obligations or conditions contained in this Agreement, or in any other agreement
or undertaking made between the parties hereto and Liquid Capital;

(2) if the Security ceases {o 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 its security. or any
part thereof, 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 (whicl.
shall include without limitation. all indebtedness owing under any continued
factoring services provided by Liquid Capital as set out herein, any security
granted to Liquid Capital as security for the Indebtecness, the Guarantees, or this
Agreement, or any parts thereof;

{i) if, in Liquid Capital’'s commercially reasonable opiuion, a naterial adverse
change occurs in the business, effairs ¢r condition of the Borrowers, firancial or
otherwise, arising for any reason whatsoever;
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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:

(k) if at any time during the forbearance term any of the Borrowers or the Guaraniors
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, trustee in bankruptcy. custodian,
interim receiver, receiver or receiver manager or other party with similar powers
is appointed over the Borrowers or any step in furtherance of any of the foregoing
is taken for the Borrowers; and

)] the expiry or carly termination of this Forbearance Agreement without repayment
of all indebtedness owing by the Borrowers to Liquid Capital.

TOLLING ARRANGEMENTS

(a) as of the date hereof, and continuing until the termination of the Forbearance
Period and thereafter, until the termination of the tolling arrangements 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 Seccurity 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 Scction
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 (
Ontario), and any contractual time limitation on the commencement of
proceedings, any claims or defences based upon such applicable statutc of
limitations, contractual limitations, or any time related doctrine including waiver,
cstoppel or laches; and

(b) the tolling provisions of this Forbearance Agreement will terminate upon either
party providing the other with 60 clear days written notice of an intention to
terminate the toliing 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 doctrine related to the passage of time in relation to the indebtedness, the
Security o1 ary entitlements arising from the indebtedness of the Borrowers or the
Security und guarantees, and any other related matters, will recommence running
as of the effective daie of such notice, and. fur greater certainty, the time during
which the limitatinn period s stenendod purscart to the to'ling provistors of ths
Forbearance Agreement shall not be included in the computation of any limitation
period.
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1. 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 limitation. the
appointment of a Receiver, or a Receiver and Manager over the Borrowers as Liquid Capital
shall determine in its sole discretion.

12. CREDIT ENQUIRIES

If Liquid Capital is asked to respond to any credit enquiry concerning the Borrowers
madc by any other bank, financial institution or any other lending party, Liquid Capital may
refuse to respond to such enquiry, unless each of the Borrowers 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 CAPITAL

(a) 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 Guarantors 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, released, forgiven, amended, or
altered in any manner whatsoever, 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 (ccllectively 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 actinm, judgmerts. executions, suits, debts. claims,
liabilities, obligations, setoffs, recoupments, counterclaims, defences. damages
and expenses of any and every characier. known or unknown, suspected or
unsuspected, direct and/or indirect, at lawv o7 in eguity of whalsoever kind «r
nature, whether heretofore or hereafter arising, for or because of any matter or
things done, omitted ur suffered 10 be dunc by any of the Released Parties prior to
and after the date hereo’, and in any way directly or indirectly arising out of orin
any manner connecteC with t e Forbearance Agreemen:, ‘he oan [aciity
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documents. the security granted to Liquid Capital (and any enforcement relating
thereto) (the “Released Matters™). Each Releasor acknowledges that the
agreements in this section are mtended 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 nature whatsoever with respect to the
Released Parties or which might limit or restrict the effectiveness or scope of its
agreements in this section. Each Releasor represents and warrants that it has no
knowledge of any claim by it against the Released Partics or any facts, or acts or
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 interest 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,

(d) Each 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
any part of the Obligations which arc characterized as demand facilities from a
demand facility, subject to the terms of this Agreement, This Agreement will not
discharge or constitute novation of any dcbt, obligation, covenant or obligation
contained in any agreement with Liquid 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 nutice 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 rext 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 Guararicrs. the address for service as of the date of this Agrecment is:

1635536 Ontario Inc.

4 Stonebridge Drive, Unit 4

Port Colboime, Ontario L3K 3V4
Attention: Davad Taylor

Versitec Marine USA Inc.
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1623 Military Road, #283
Niagara Falls, New York, USA 14304
Attention: David Taylor

David Taylor
4 Stonebridge Drive, Unit 4, Port Colborne,
Ontario, L4K 5V5 Email:

dtaylor versitecmarine.com

Reuben Kary Byrd 19480 Saturnia Lakes
Drive, Boca Raton, Florida 33498
Email: rbyrd{@versitecmarine.com

Liquid Capital Exchange Corp.

5734 Yonge Street, Suite 400

Toronto, ON M2M 4E7

Attention: Jonathan Brindley

Emaii: jbrindley@liquidcapitalcorp.com

— with a copy to -

Torkin Manes LLP

151 Yonge 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 contirming such
waiver by Liquid Capital.

17. FURTHER ASSURANCES

Each party agrees to promptly do, make, execute and deliver all such further acts,
documents and instruments as Liguid Capital may reasonably require to allow Liquid Capital to
enforce any of its rights under this Agreement and to give effect (o 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 principies relating to conflicts of law) applicable theremn.
Tho parties hereto i-Tevocably submit and attors o the non-exe usive furisdiction of the Cour's 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 Capital 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 void, the remaining provisicns shall remain in full torce and effect.

This Agreement shall be binding upon and shall enure to the benefit of the partics hereto
and their respective heirs, executors and successors.

This Agreement constitutes the entire agreement of the parties relating to the subject
matter hercof 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 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 its entirety with their legal counsel prior to executing same, and execute this
Agrecement 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.

2l. COUNTERPART

This Agreement may be executed in any number of counterparts, each of which shali be
deemed to be an original, and all of which together shall constitute one and the same instrument.
This Agreement may be executed as an original hereof or by facsimile transmission, with an
original to be exchanged between the parties hercto forthwith thereafter.

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 decmed waived by any course of conduct
unless such waiver is in writing and executed by all parties, specifically stating that it is interded
to modify this Agreement. Ir the event of a contradiction between the terms and conditions of
this Agreement and terms of any credit facility with the Borrowers, the terms hereof to the extent

applicable, shall prevail.



IN WITNESS WHEREOF AND FOR VALUABLE CONSIDERATION, this Agreement
has been executed, scaled and delivered by the parties hereto.

1635536 ONTARIO INC.

Per: ?5 e
Name: {}f‘%&!@' fﬁgc@
Title: .,e/ Fooe 'léps T--

thave the awthoriyy ta bind the corpocation

VERSITEC MARINE USA INC.

Per: \” e
\Jame Q&u& Aﬁ“"‘»mﬁ*
Title: 9@%&@;%

L have the authority to bind the corporation

VERSITEC MARINE HOLDING INC.

Per:
Name: D AUVE THAYLER
Title: P?’“@ sidewt
1 have the authority 1o bind the corporation
;/‘/w M’ sl T
Witness DAVID TAYLOR
Witness " B REUBEN BYRD B

LIQUID CAPITAL EXCHANGE CORP.

Per:

Name:
Title:

hve the authorty to Wind the o aporanian
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IN WITNESS WHEREOF AND FOR VALUABLE CONSIDERATION, this Agreement
has been executed, scaled and delivered by the parties hereto,

1635536((2?*"1’:&1110 INC.
” - f\
Per: m@bz\ S
Name: Raobay Kz
Title: C2O

1 have the authonity to bind the corparation

VERSITEC MARINE USA INC.
e 0\ £
Name: Wg0wes L >0W@h
Tile (2o

{ have the authority to bind the corporotion

VERSITEC MARINE HOLDING INC.
. <

Per: ) - >

Name: “&LEdot [P e AN 5

Title: C €O

1 have the authority w bind the corporation
Witness T VID TAYLOR N

; ; \ T
o 5 M@L@ I

Witness REUBEN BYRD 1

TRIQUID CAPITAL EXCHANGE CORP.

Per:

Name: Iy W y;,}%/fg
Title: ‘

§ huve the authority 1o bind the corporation

e . .t o RN N 855



This is Exhibit “C” referred to in the affidavit of Reuben Byrd

Affirmed before me on this 7t day of January 2022

Loy

%t
Commissioner for Taking Affidavits (or as may be)
Emma Janine Wall, a Commissioner etc.,

Province of Ontario, while a Student-At-Law.
Expires July 14, 2023, '
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THE LAW OFFICES OF

KEVIN JACKSON, P.A.

1136 SOUTHEAST THIRD AVENUE
FORT LAUDERDALE, FLORIDA 33316
TELEPHONE: (954) 779-2272
FACSIMILE: (954) 463-2301

March 29, 2021
SENT VIA U.S. MAIL AND EMAIL

Jon Swergold

Greenberg Traurig, P.A.

401 E. Las Olas Blvd., #2000
Ft. Lauderdale, FL 33301
swergoldj@gtlaw.com

Re: Notice of Default and Intent to Accelerate dated March 23, 2021 related to
Liquid Capital Exchange, Inc. and Reuben Byrd

Dear Mr. Swergold:

Please be advised that this law firm represents Reuben Byrd in the above referenced matter
(as such, all future communication and inquires should be directed to the undersigned at the address
set forth within the letterhead). We are in receipt of your correspondence to Mr. Byrd, sent on behalf
of Liquid Capital Exchange, Inc. (“Liquid Capital”), dated March 23, 2021, wherein it is Liquid
Capital’s position that Versitec Marine (CAN), Versitec Marine USA, Inc and Reuben Byrd (as
guarantor) are in default of certain loan documentation between the Versitec entities and Liquid
Capital, as more specifically set forth within your correspondence. Further, it is our understanding
that it is your client’s position that, as a result of said alleged default of the loan documentation, your
client is alleging that $321,238.44 is owed to it from Verstice Marine (CAN) and $265,078.13 is
owed to it from Versitec Marine USA, all of which is guaranteed by Mr. Byrd.

It is Mr. Byrd’s position that not only are the monetary amounts set forth within your
correspondence not owed to Liquid Capital but, in fact, Liquid Capital has been overpaid a total of
$84,399.15 (CAN) with respect to Liquid Capital’s account number 4822 and has been overpaid a
total of $6,310.47 (USD) with respect to Liquid Capital’s accounts number 4821 and 4820U by the
Versitec entities. These figures were calculated and determined by a neutral third party, Versitec’s
prior receiver, John Morgan, and have been provided to your client multiple times. These figures
were also verified by Versitec’s accountant, Brian Gunning. The majority of the funds that make
up the credit due to Versitec stems from your client’s continuous refusal to acknowledge, and
account for, the 20% in escrow reserves that Versitec has retained related to Versitec’s collections
but for which Versitec has not been provided credit. Additionally, Liquid Capital has collected
monies that it should not have collected, for which it had no right to collect (i.e, collected upon
invoices that had nothing to do with the factoring agreement) but for which the Versitec entities have
not been given credit (for example, from January 23, 2019 through August4, 2020, Liquid Capital
withheld monies from Fund 33, Fund 40, had customers pay Liquid Capital funds directly on non-
factored invoices (i.e., invoices 219042,219064,219108,219110,219127,219143,219144, 219164,
219165,219167,219181, etc..) and simply took money from Versitec customers that Liquid Capital
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had no right to take and for which Versitec was never provided credit).

Within your March 23, 2021 correspondence, you set forth that if the amounts claimed to be
owed to Liquid Capital are not paid by April 2™, Liquid Capital shall move forward as against
Versitec and/or Reuben Byrd accordingly, including an action for foreclosure of a lien/mortgage as
against the property located at 19480 Saturnia Lakes Drive, Boca Raton, FL 33498. Please be
advised that if your client attempts to file such a lawsuit, after being on notice that its accounting,
as set forth within your letter, is completely inaccurate, Mr. Byrd has authorized our firm to defend
such an action, to bring a counter-claim against Liquid Capital for the funds owed to Versitec, from
Liquid Capital, and to seek sanctions and recovery of its attorney’s fees and costs in any way related
to said litigation based on the bringing of a frivolous lawsuit.

Please advise if you would like to discuss meeting to try to resolve this matter or, in the

alternative, how your client would like to proceed in this matter. We look forward to hearing from
you.

Yours very truly,

Kevin R. Jackson, Esquire
For the Firm

cc: client
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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.8.0. 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. I 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 MPI. 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. If 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.

(a) 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.

(b)  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. I 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.
(@)  Insome 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.  Inor 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 1 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. I 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 9022 in accordance with
0. Reg. 431/20, Administering Oath or

Declaration RemoteiM /Z/D‘Lomﬁg Qm%ﬁ/

Commissioner for TaM‘ﬁg"Afﬁdavits (| John Howard Deane Morgan

Emma Janine Wall, a Commissioner etc.,
Province of Ontario, while a Student-At-Law.
Expires July 14, 2023, )

P
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This is Exhibit “A” referred to in the affidavit of John Howard Deane Morgan

Affirmed before me on this 10" day of January 2022

00
st

Commissioner for Taking Affidavits (or as may be)

Emma Janine Wall, 8 Commissioner etc.,
Province of Ontarlo while a Student-At-l.aw
Expires July 14, 2023,
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JOHN H.D MORGAN
TESTIFYING AS A WITNESS

1. Brian Strutt a bankrupt solicitor

testified at the Superior Court of Justice (in Bankruptcy) concening the use of an inactive foreign company
holding a fraudulent mortgage in 2004

resulted in funds seized as a result of the sale of the property reverting to the bankrupt estate

and being paid out to creditors as opposed to the funds being seized and remiited to a foreign jurisdiction

2. Allaird , a bankrupt

testified at the Superior Court of Justice (in Bankruptcy) on identity theft in 2002

resulted in an assignment in bankruptcy being annuled as a resuit of proving false

identity used in original filing of assignment

assisted the OPP in arresting the bankrupt that was wanted on two counts of murder in Quebec
set precedent with this case for annulling a bankruptcy on this basis

3. Czmerik bankruptcy/ McGregor Marine insolvency

testified before Superior Court of Justice in 2004 and 2005

bankrupis were accused of breach of fudiciary reponsibilities under the Bankruptcy and insoivency Act
after completing testimony 37 of the 38 charges were dropped and the bankrupt that | was responsible for
pleaded to a lesser charge while other individuals were found guilty and sentenced accordingly

4. Earl vs Earl matrimonial proceeding

testified before Divisional Court on misappropriated and hidden assets and skimming totalling $450K
testified on numerous occasions between 2003 and 2005 in this matter
resulted in Court seftling an equalization claim for a significantly higher amount than previously thought

5. Linda Belfry Economic loss award

gave testimony in 2003 before Superior Court of Justice on an economic and medical loss award as
a result of prolonged parental abuse
resulted in the Court awarding an award of $200K in this matter

6. R vs Therrein
was qualified as an expert witness in Forensic Accounting and gave testimony in Criminal court in 2008
accused was prosecuted for cash larceny in various forms totalling $80,000 from a Construction company
proceedings were by way of a Judge and Jury trial

7. Fontana, a bankrupt
was asked by the Crown to give expert witness testimony in a fraud case involving cash larceny
and elder abuse in an amount in excess of $150,000.
this case is ongoing as of October 1, 2013
attended at fraud trial and gave evidence October 2016

8. Northern Overhead Doors, a bankrupt corporation
was qualified in June 2013 in Superior Court of Justice as an expert witness in both Insolvency and
accounting of a bankrupt company and its shareholders of defrauding a supplier of inventory exceeding
$300,000.00
Court found the company and the sister company guilty of Fraud under the Criminal Code as well as the officers and directors
of the companies guilty of being co-conspirtaors in the fraud and breaching the Bulk Sales Act

in all of these cases was qualified by the presiding Judge as an expert witness and evidence was considered creditable by the Court
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This is Exhibit “B” referred to in the affidavit of John Howard Deane Morgan

Affirmed before me on this 10" day of January 2022
af)

Commission;l/fb/r Taking Affidavits (or as may be)

Emma Janine Wall, a Commissioner ete.,
Province of Ontario, while a Student-, At-l.aw
Expires July 14, 2023,
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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. ofa Versitec Marine & Industrial and Versitec Marine

USA Inc. (collectively, “Versitec”).

2. 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.

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, infer

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 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 1o 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 Order 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

() the assets of 1635536 Ontario Inc. ofa Versitee Marine &
Industrial, as set out in Schedule “Al1” 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 am 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 Bankruptey and Insolvency Act (the “BIA™). Aftached as
Exhibit 2 is a copy of the Receiver’s Notice. Attached 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 Colborne office to discuss stabilization and control of continuing

operations under the Receivership.

11.  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
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Versitec group of companies, who was retained by the Receiver under a management

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

13, The principal manufacturer 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 50 or 60 molds of various sizes and

circumferences, which are owned by Versitec.

14.  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 10
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 concerning 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.  In 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 to close of original programs.

BANKING PROCESS

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

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

Florida.

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.
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25.  The Receiver’s review of Versitec's banking activities also indicated that regular
monthly Joan 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 1o 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
Recetver 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 controlied 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 operations, and the Receiver, as to what

funds 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, received 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 to 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 overdrafts 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 time of the application, a debt was owing by Versitec to Canada Revenue
Agency on behaif 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 Versitec's on-line CRA account confirming same is

attached as Exhibit 8.

36.  During the course of the receivership, post-appointment source deductions

liabtlities 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:
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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 a 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.

39. 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 consultation with legal counsel, the Receiver apreed 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 SHIP 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 USD3116,000, 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 aflegations 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 interests 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.
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PRANAB DHAR

51.  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 he 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

54.  Due to a) the necessity to perform a review of accounts receivable in order to
determine and identify those factored accounts recejvable which could be released to
LCX; and b) inquiries made by management and principa.ls.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.
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COMPLIANCE WITH CRA OBLIGATIONS

35. 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 cumrent amounts owing for source deductions.
Notwithstanding, unpaid pre-Appointment Order source deduction liabilities remain. To

date, the CRA has not requested 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 closed 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 resumption of ordinary operations remains uncertain.
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APPROVAL OF RECEIVERSHIP ACTIVITIES; SUBSTITUTION OF
RECEIVER

58.  The Receiver requests Court approval 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 to consider and

evaluate its position on such.

59.  There has been mutual agreement between MPI, LCX, and BDO Canada Inec.
(“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 Receiver.

ALL OF WHICH IS RESPECTFULLY REPORTED

MORGAN & PARTNERS INC.
Per: ddh : '

Date: February 5 , 2021
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Name John H.Morgap
Title:President '
1/We have the authority to bind the corporation
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This is Exhibit “C” referred to in the affidavit of John Howard Deane Morgan

Affirmed before me on this_10% day of January 2022

7{)
X

Commissioner for Taking Affidavits (or as may be)

Emma Janine Wall, a Commissioner ete.,
Province of Ontano while a Student-, At-Law
Expires July 14, 2023,
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MORGAN |
&PARTNERS INC.

LICENSED INSOLVENCY TRUSTEE

January 8, 2022 Privileged and Confidential

Paliare Roland Rosenberg Rothstein LLP
155 Wellington Street West , 35% Floor
Toronto, ON

M3V 3H1

Attention : Massimo( Max) Starinino ,Partner

Dear Mr. Mr. Starinino

Re : Byrd ats LCX

I have completed and submit my review attached of the accounts of 1635536 Ontario Inc o/a
Versitec Marine & Industrial and Versitec Marine USA collectively the Versitec Group
(“Versitec’).

Based on my review as between Versitec and Liquid Capital Exchange (“LCX”) | have
determined as stated in my report giving regards to the assumptions stated in my report that
Versitec is not indebted to LCX. To the contrary ,LCX is indebted to Versitec on a net basis.

The details of this analysis are enclosed in the attached report with supporting exhibits and my
conclusions
i am also attaching a curriculum vitae disclosing my qualifications to act in this matter.

Yours sincerely

Morgan & Partners inc.

John Morgan BSC.,C
President

,CIRP,LIT,CFE CBM

—
4 Cedar Pointe Drive, Unit J-2, Barric, ON 14N 5R7

Tel: 705-739-7003 Fax: 705-739-7119
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John H.D. Morgan, B.Sc., CPA, CA, CIRP, LIT, CFE, CBM
CURRICULUM VITAE

John H. D. Morgan obtained his Bachelor of Science degree in 1974 from McMaster
University in Hamilton, Ontario. Mr. Morgan subsequently obtained his Chartered
Accountant designation in 1980 ( Chartered Professional Accountant ( CPA) in 2013)
from the Canadian Institute of Chartered Accountants (now CPA Canada) and for the
next 10 years held various senior financial positions in the insurance and banking
industry, with experience in both Canada and the United States. In 1990 Mr. Morgan
returned to public practice specialising in the insolvency and restructuring field obtaining
his Chartered Insolvency & Restructuring designation (CIRP) and his trustee license in
1995 from the Canadian Association of Insolvency and Restructuring Professionals later
designated by the Office of the Superintendent in Bankruptcy as a Licensed Insolvency
Trustee (LIT). In 2001 Mr. Morgan received his Certified Fraud Examiners (CFE) and
Certified Business Management (CBM) designations and has worked on a number of
litigation support and fraud related assignments in conjunction with insolvency both
nationally and internationally. He currently is President of Morgan & Partners Inc. a
company practising in insolvency and restructuring as well as JIM & Associates Inc., a
company practising in the forensic accounting and litigation support field. Mr. Morgan
has taught and given seminars to various organizations on insolvency and fraud related
topics over his 30 years as a professional and has been qualified as an expert witness in
fraud accounting and insolvency related matters by the Court in a number of legal

proceedings.

In the past 10 years Mr. Morgan has combined his forensic accounting knowledge and
his Trustee administrative skills in reviewing many complex estate matters both as the
Court appointed Estate Trustee during Litigation (ETDL) as well as reviewing fiduciary
obligations by Executors facing a potential breach of trust accusation by some of the
beneficiaries. Many of the assignments have come from prominent Toronto and
Regional firms such as Hull and Hull LLP, Legge & Legge Barristers and Solicitors, HGR
Partners LLP, Barriston LLP, Dooley Lucenti LLP and Ferguson Deacon Taws LLP to
name a few. In many of these assignments Mr. Morgan has acted as the Court's
representative in reviewing and giving evidence as required to assist the Court in making

their respective decisions. On the fiduciary side Mr. Morgan has acted as a substituted
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Executor in a contentious file bringing unbiased decision making to the estate solicitor in

a multimillion dollar deceased estate.

Mr. Morgan has also been requested and been appointed as a Court Appointed
Equitable Receiver in various contentious Family Law litigations, providing the Court with
unbiased information to assist the Court in resolving the impasse between the parties
and their respective legal counsels.
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Report on Byrd ats LCX
Prepared by Morgan & Partners Inc.
January 8, 2022
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Report on the Versitec Group of Companies

Assignment

Morgan & Partners Inc. ("MPI") has been asked to review the accounts of 1635536 Ontario Inc
of/a 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
a motion brought by LCX seeking judgment against Mr Byrd pursuant to his guarantee of
Versitec’s debt to LCX.

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, MPI 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.

MPI's accounting is current to October 10, 2020, which is the date when, as court appointed
receiver of Versitec, MPI prepared its accounting.

For the purpose of its analysis MPI assumed recoverability of and allowed aggregate interest,
fees and expenses accrued to LCX as of October 10, 2021, in the amount of $149,701.
Conversely, MPI disallowed bald 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.

¢ MPI recovered, from Versitec's records, all funding sheets approved and
payments made in respect of receivables to either LCX or Versitec.

e From this information and the accounting records, a detailed summary by each
account showing the disposition of each factored invoice was prepared and
reviewed.
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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.

MP1 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. MPI 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

e}

Compared the total of factored Accounts Receivable (“A/R”) to the same amount
in the MPI summary sheet.

Identified 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. MPI analyzed the Charge Backs applied by LCX to Versitec’'s accounts.

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.
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If not paid, then MPI 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.

If paid, MPI noted the amount and the date paid as shown on the MPI analysis by
factored A/R.

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.

MPI noted any differences from Versitec payment to LCX and direct payment to
LCX by client of both Factored and Non-Factored Invoice Receipts.

MPI noted and summarized discrepancies in Charge Back analysis.

MP! 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.

For each account starting with MPI's analysis, MPI added back the
unsubstantiated Charge Backs and the accrued fees.

Then, based on the escrow holdback (allowance for Doubtful accounts), MPI
adjusted the factored A/R.

MPI analyzed the transfer of paid receipts of factored invoices to Reserve
account,

MP! 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 MP! analysis

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.

MPI summarized all of the accounts by net factored A/R and Reserve.

6. Review and Consultation with LCX.

¢ Foliowing its initial review, while still acting under court-appointment as Receiver of
Versitec, MP| 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 never provided any additional information to MPI, despite follow-up requests by
MPI. The e-mail attached as Appendix C documents one such request. MPI has
been unable to locate any additional information in the court record that would cause
it to revise its analysis.

Discussion and Analysis

The factoring of Versitec's receivables by LCX is governed by the APS and the Forbearance

Agreement.
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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
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 MPI’s corrections to
the LCX adjustments based on MPI's review of the justification for the LCX adjustments (or lack



88

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
MPI 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 MPI 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
$232,912. There is an unreconciled difference of $1,486 which MPI treated as
immaterial for present purposes.

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 relates to receivables for which LCX has applied an adjustment.

The principle area of disagreement between MPI and LCX relates to the application of
various Charge Backs by LCX.

a. Inthe aggregate, MPI reviewed and allowed fees and interest to LCX totalling
$149,701.

b. Inthose instances were LCX failed or refused to relate the Charge Back to a
particular receivable transaction or other default, MPI 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, MPI reversed those Charge Backs as well.

d. Finally, LCX applied a general Charge Back for alleged fraud and conversion.
MPI was unable to identify an instance of fraud or conversion, and so that
Charge Back was reversed.

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, MPI reversed that transaction. However, for the purposes of the
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.
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5. 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 $41,667.
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Liquid
Capital

FINANCING SUCTESS

PURCHASE AND SALE AGREEMENT

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 5734 Yonge Sureet, Suite 400.
Toronto, ON M2ZM 4E7 (hereinafler referred to as “Factor") and 1633536 Ontario Inc.. a
corporation organized under the laws of the Province of Omario, having a business address at 4
Stonebridge Drive. Unit 4, Port Colborne, Ontario L3K 5V4 and Versitec Marine USA Inc.,
corporation organized under the laws of ihe State of Delaware. having a business address at 1623
Military Road, #283, Niagara Falls, NY 14304 (each a “Seller™). All capitalized terms in this
Agrecment, unless otherwise defined herein or required by the context, shall have the mednings
given those tenins (whether or not capitalized) in and as defined under the Porsonal Propersy:
Security Act ("PPSA™) of the Province of Ontario 8s 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 Aureement, Scller

agrees to sell, transfer, convey, assign and deliver to Factor, and Factor agrees to purchase and
receive from Seller, all of Seller's right, title and interest in and to certain Accounts arising from
the saje of Goods or the rendering of services by Seller in the ordinary course of Seller's business.

Seller shall execute a Schedule of Accounis in a form provided by and acceptable to Factor for
each such Account or group of Accounts that Seller offers for sale to sell to Factor. The Schedule
of Accounts wust, among other things, identify and describe the Accounts being offered for
purchase and the total face amount of such Accounts. Each Account offered for sale to Factor
shall be evidenced by an identical 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 contract referencing the sale of goods andfor services and any modification(s)

2. Sale Procedure. Upon Seller's submission of any Account to Factor for purchase,

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 discreiion. Upon submission of any
Avcount to Factor for purchase, Scllers shall not seek or authorize any modification io the terms
of the Account, ‘

5. Purchase Price and Payment. Factor, in its sole discretion, may advance a
percentage (%) (hercipafier 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 of 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 offered. In addition. Factor. in'its sole discretion, may elect to maintain a reserve
from each Advance (hereinafter referred 1o as “Reserve™). As a general rule. Rescrves 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 increase or decrease the amount of such
Reserve at any time and from time to time if it deems it necessary in order to 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
irom the purchase of the Accounts. Payments received will be credited to specific invoices when
credit is given by Factor’s bank, not to exceed three (3) banking days. The applicable discount
fec is calculated 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 INTENDED AS SECURITY AND AS SUCH, SELLER SHALL
HAVE NO 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 to Factor and outstanding at any timc (the “Maximum
Amoaount’™) shall not exceed the atmount set forth on the Discount Rate Schedule (atiached as a
schedule hereto and incorporated herein by reference), in which event. Factur shall have no
obligation to purchasc additional Accounts. Factor may however, in ils sole and exclusive
discretion, increase or decrease the Maximum Amount from time to time.

5. Notice of Assignment. Upon Seller's execution of this Agreement. Factor shall be
entitled to notity each customer thereimaficr referred to as “Account Debtor™) of the sale andror
assignment of the Accounts in a manner and method as Factor, in its sole discretion, may eleet,
which may include Seller’s written acknowledgement. Seller agrees that, if so requested by
Factor, cach docurnent evidencing Accounts (i.e.. invoice) shall bear the following languape,
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. 3576 Yonge Street, P.O. Box 10065, Yonge and Finch, North York, ON M2N
086. 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 (3) days of receipt of
goods or rendition of services.

Seller agrees, if so requested by Factor. to use its best efforts to assist Factor in procuring
the Account Debtor's acknowledgment and acceptance of such notice of assignment and
redirection of payment if requested to do so by Factor. Factor’s inability, for whatever reason. to
receive Account Debtor's acknowledgment and acceptance may result in the rejection of the
Accounts submitted for purchase or revocation of a 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 to Factor a
security 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 to become
due to Seller from the Reserves as well as all monics on deposit, holdbacks and credits. and all
Proceeds of the foregoing (collectively, the “Collateral™). Without limiting the forgoing and s a
further inducement for Factor to enter into this Agreement with Seller, Seller shall exccute and
deliver a separate peneral security agreement concurrently with the execution and delivery of ihis
Agreement by Seller, to secure inter wliu. the performance and observance of the provisions
under this Agreement on Seller’s purt to be observed or performed, on terms and conditions and
as more fully provided in such separate general security agreement.

7. Seller's Representations. As an inducement for Factor to puré ase Accounts from
Seller, Seller. and cach of its principals as identificd on Factor’s list of authorized signatories,
hereby makes the following representations, warranties and covenants to Factor. The following
representations, warranties and covenants shall be, as may be applicable, deemed made upon the
¢xecution of this Agreement. in each instance in which Seller submits an Account to Factor for
purchase and for long as there are any obligations outstanding under this- Agreement from Scller
to Factor.

()  Sellet is duly organized and existing under the laws of the Province of Ontario or
the laws of the State of Delaware, is duly qualified, and as may be required. properly licensed. is
in good standing in such jurisdiction and every other jurisdiction in which it is doing business,
the execution. delivery and performance of this Agreement are within its corporate powers and
have been duly authorized and are noi in contravention of any law or the powers of its charter.

bylaws. articles of incorporation, operating agreement, partnership agreement. or other:

incorporation papers, or of any indenture, agreement or undertaking to which Sciler is a party or
by which it is bound. Seller’s true and correct legal name is as set forth on the signatare line
below and Seller will notify Factor in writing no less than 30 days prior to any change of name,
dba, place of business, jurisdiction of incorporation or curporate status or organizational
identification number.

(b) If Seller is operating under a wrade or assumed name, said name has been filed
with the proper authorities and each name has been provided, in writing, to Factor.

(c) Seller has and will maintain good, clear and undisputed exclusive title to ihe
Accounts ofiered for sale to Factor hereunder. and such sale will vest absoluie ownership to such
Accounts in Factor, free and clear of any lien, encumbrances, claims or security interest of any
kind or nature including bui not limited to Federal and/or Provincial tax liens.

{d) Each Account sold and assigned to Factor shall be an Account based upon a hona
Jide 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
Debtor. with no claim. offset. allowance. discount, deduction. dispute, contingency o
counterclaim, which could reduce the amount of such Account, affect the validity thercuf. or
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hinder Factor's ability to collect or receive payment of the tull face amount of said Account.

(e  All information furnished 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
counection with the Accounts, is true, complete and accurate, and contains no material
omissions, misstatements or mistepresentations.. :

4y Seller is the sole and absolute owner of the Collateral and any other property in
~ which Fagtor is given a security interest: has good right and authority to grant a security intercst
to Factor in such Collateral or other property: there is no presently outstanding licn. security
interest or encumbrance in or on the Collateral or proceeds and there is no financing stalement
covering the Collateral or proceeds on filc in any public office except as may show on the exhibit
7(£) 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 its
property and unone of Sciler’s inventory has been produced or imported in violation of any
applicable law or ireaty.

4] All financial records (including, but not limited to, balance sheets. income
statements. federal income tax retums, and Accounts aging, listing or reports) which may have
been or may hereafier be fumnished 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 accurate knowledge of the subject matier.

{h) 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 affairs, financial condition and results of its
operations. Without limiting the generality of the foregoing, Seller shall provide Factor, on or
pnor 1o the thirtieth (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, annual
financial statements and such ceriificales relating to the forcgoing as Factor may roquest
including, without limitation, a monthly certiticate from the president and chief financial offiver

94

of Seller stating whether any Events of Default have occurred and stating in detail the nature of

the Events of Defanlt. Scller 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 necessary or appropriate from time to time,

(i) If Seller should change the location of the principal office or the offices where the
books and records of Seller are kept, Seller shall notify Factor immediately in writing of such
change.

4] The Accounts are due and payable on the selling terms noted on the face of each
invoice, none of the Accounts represents a pack. bill and hold sale, or a consignment, guaranteed
sale, vash on delivery sale or sale to an affiliate of Seller or to any emity 1o whom Scller has 3
financial or performance obligation of any kind.
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k) Seller assigns and transfers to Factor. cficctive upon sn Fuwent of Default
hereunder. o nonexclusive right and license o use any trade names, marks, and sivles usee or
owned by Seller together with any goodwill associated therewith, to the extent nocessan o
enable Favtor 1o realize on the assets of Seller in whick Factor has been gramed a security
interest. Such right and license is granted free of charge with no monetary payment requirermnent
to Seller or any third party.

(B Each Account Debtor’s business is solvent to-the best of Seller's knowledue.

(m)  Seller has paid and will pay all taxes and governmental charges imposed with
respect 1o sale of Goods and furnish to Factor upon request satisfactory proof of payment and
compliance with all federal, state and local tax requirements.

{(n)  Seller will promptly notity Factor of (i} the filing of any lawsuit againsi Seiler
involving amounts greater than Ten Thousand Dollars (510,000), and (if) any atlachment or any
other legal process levied against Seller.

(o) In no event shall the funds paid to Seller hereunder be used dircetly or indirecthy
for personal. family, household or agricultural purposes.

(p)  Any invoice or written communication that is issued by Seller to Factor by
facsimile or e-mail wansmission is u duplicate of the original. '

(q) Any electronic communication of data. whether by c-mail. tape. disk. or
otherwise, Seller remits or causcs to be remitted to Factor shall be authentic and genuine.

{r) Seller’s principal(s) acknowledge thai the duty to accurately complete cach
Schedule of Accounts is critical to this Agreement and as such all obligutions with respoct
thereto are non-delegable. Each of Seller’s principal(s) acknowledge that heishe shall renuin
fully responsible for the accuracy of each Schedule of Accounts delivered to Factor regardless of
who is delegated the responsibility to prepare and‘or complete such Schedule of Accounts.

{s) Seller agrees to execute any and all forms (e.g.. Form RC39) 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, Internal Revenue Service, as applicable, or receive refund
payments.

8. Recourse To Seller. Inthe event that:

(a) an Account purchased by tFactor is not paid in full by the Account Debtor for any
reason {or for no reason), on of before the date when due in accordance witk its terms.

(b) an Account Debtor objects to the quality ol prapery sold or services performed
by Seller, or rejects. revokes acceptance or fails or refuses to accept or receive any property or

services represented by any Account purchased by Factor,

Page S of 16

s
~}

o



96

{c) an Account Debtor suspends business. requests a peneral extension of time within

which to pay debts or makes an assignment for the benefit of creditors, or if a voluntary
assignment, petition or filing in bankruptcy under the Bankruptcy and Insolvency 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 ot behalf of a creditors of an Account Debtor, or if any proceedings are commenced
under the Companies Creditors Arrangement 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 unvollectible, then, Factor may require the Seller to promptly repurchase such Account
from Factor by cither (i) making payment to Factor of the amount represented by Factor to he
owing on such Account or {ii} by providing Factor with another Account acceptable o Factor in
its sole discretion with a face value equal to or exceeding the fuce value of the unpaid Acciant
(the "Replacement Account™) in substitution therefor or (iii) by Factor charging Sellur's
Reserve, The method of repayment or replacement shall be determined by Vacior in its sole
discretion. The provisions of this Section are cumulative to and mav be exercised concurrently
with any other rights, powers or remedies of Factor.

9. Power of Attorney. In order to carry out the intention of the parties hereto. Scller
hereby irrevocably appoints Factor, vr any person designated by Factor, as its agent and attorney-
jn-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 satisiied. Factor’s expross
authority under this appointment shall include the rights to (i) sign and endorse on behall of
Seller all cheques. drafts and other forms of payment received by Factor, waiving any notice of
preseniment 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, (iii) change
the Seller’s address in order 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 Scller's name 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 to,
executing any documents necessary to perfect or continue the perfection of the security intcrest
granted herein, and (vii) complite and issue any blank notices of assignment of Accounts lodued
by Seller with Factor.

10. _Pavments Received by Scller. 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 identical
form in which received. Should Seller receive a cheque or other instrument of payment
representing payment of amounts due to both Factor and Seller. Seller shall surrender said
cheque or payment instrument to Factor. Should Seller receive a cheguce or other instrument of
payment representing payment of amounts due Factor and fail 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)
business days, Seller shall be deemed to have commitied a material default in this Agreement.
I addition to all other damages to which Factor shall be entitled, Factor shall be entiiled. in the
event Seller violates its obligations under this paragraph. to charge Seller = misdirected payment
fee equal 1o ten (10%) percent of the amount of the payment instrumunt or One Thousand
Dollars ($1,000.00), whichever is greater. to compensate Factor for the adaitional administrative
expenses that are likely to be incurred 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 1o or repossessed hy
Seller, such merchandise shall be held by Seller in trust for Factor. separate and apart from
Seller's own property and subject to Factor's sole direction and control.

11. Default. The terrn "Event of Default” as used in this Agreemem shall mean the
occwrrence of any of the following events:

{a) The failure of Seller to punctually and properly observe. keep or perform any
covenant, agreement or condition herein required to be observed. kept or pertormed; or required
under any other ageeement or contract that may be executed between Seller and Factor.

(b) A representation or warranty made by Seller in this Agreement shall prove to be
untrue or incorrect or any financial statement or other statement purporting to represent the
financial condition of Seller proves to be false or incorrect,

{c) The failure ot Seller to. within two (2) business days, deliver 10 Factor or deposit
info a bank account designated by Factor. a remittance received by Sciier in pavment of a
purchased Account.

{d) The failure of Seller to pay any indebledness owed hy Seller to Factor whether or
not said indebtedness arises hereunder or under some other agreement or contract by amd between
Seller and Factor,

{e) The appoimmerit ol a receiver or wrustee tor Seller or the suspension or cessation
of Seller’s business or operations.

() Seller becomes insolvent. is unable to pay its debts as they mature or makes an
gnment for the benefit of creditors.

(g)  Seller is adjudicated a debtor in bankruptey or requests, either by way of petition
or answer. that Seller be adjudicated a bankeupt or that Seller be allowed or granted any
composition. reassignment. extension, reorganization or other relief under any bankruptey law or
any other law for the relief of debtors now or hereaffer existing,

h) An involuntary petition in bankruptey is filed by or against Seller or any
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.

() The dissolution of Seller.
(k) The death or incompetency of any guarantor of Seller’s obligation.
H Factor bas reasonable grounds to deem itself insecure.

(m)  If there is a change in the ownership of Seller or Seller sells, leases transfers or
otherwise disposes of all or substantially all of Seller's assets or consolidates with or merges into
any other entity.

12. Rernedies Upon Default. Factor shall have the rights 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 effect in
any applicable jurisdiction in accordance with general Jaw. Upon the oceurrence of an Event of
Default, Factor ruay resort to any one or more of the following remedies. The exercise or election
of any particular remedy shall not prevent the concurrent or subsequent exercise or election of
any other available remedy:

& Declare any indebtedness sccured hereby immediately due and payable, -

{b) Exercisc its rights as a Secured Parly and enforce the security interest granied
hereunder pursuant to applicable faw, including. but not limited to, Factor’s right 1o estabiish
contact with and insiruct any and all of Seller's customers to remit paymaent(s) due or to become
due on Accounts directly to Factor at Factor's address, whether or not said payments relate to

. Accounts purchased by Factor hereunder. Furthermore, Factor shall have the right to establish
contact with and instruct any other party from whom Seller may be entitled to receive mouies
now due or to become due in the future 10 remit said monies to Factor at Factor's address. In the
event Factor deems it necessary to seek equitable relief, including, but not limited to, injunctive
or receivership remedies, Seller waives any requirement thai Factor post or otherwise obtain or
procure any bond. Seller also waives any right to legal fees or costs in the event any equitable
relief awarded is subsequently. vacated, dissofved or reversed for whatever reason(s).

{c) Immediately terminate this Agresment as to future transactions, without affecting
the rights and obligations of the parties occurring with respect 1o prior transactions.

(&) Enier the premises of Seller and take possession of the Collateral and of recurds
pertaining to the Accounts and the Collateral.

(e)  Grant extensions, compromise claims and settle Accounts for less than face vaiue,
all without prior notice to or authority of Seller, except as granied herein.
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® Exercise all other rights 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 secured
hereby and for the cnforcement of the covenants and agreements contained in this Agreement.
Factor shall be entitled to any form of equitable relief that may be appropriate without having to
establish any inadequate remedy at law or other grounds other than to establish that its Colfateral
is subject to being improperly used, moved, dissipated or withheld from Factor. Factor shall be
entitled to freeze. debit andor effect a set-off against any fund or account Selfer may maintain
with any bank. In the cvent Factor deems it necessary to seek equitable relief. including. but not
limited to. injunctive or receivership remedies. as a result of an Event of Pefault. Sciler waives
any requirement that Factor post or otherwise obtain or procure any bond. Altcrnatively. in the
-event Factor, in its sole and exclusive discretion. desires to procure and post a bond. Factor may
procure aud file with the court a bond in an amount up to and not greater than Ten Thousand
Dellars (510,000.00) notwithstanding any commonp or statutory law requircment to the contrary.
Upon Factor’s posting of such bond it shall be entitled to all benefits as it such bond was posted
in compliance with applicable law, Seller also waives any right it may be entitled to, including
an award of legal fees or costs, in the event any equitable relief sought by and awarded to Factor
is thereafter, for whatever reason(s). vacated, dissolved or reversed. All post-judpment inierest
shall bear interest at either the contract rate, 18% per annum or such higher rate as may be
allowed by law.

13, Financial Statements. Seller agrees to keep proper books of record which books
shall at all times be open to inspection 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, to examine and make extracts from
all buoks and records of Seller.

14. Reimbursable fxpenses. In the course of investigating. approving, purchasing and
collecting Accounts purchased under this Agreement. Factor may incur routine andior
extraordinary expenses, including, but not limited to long distance telephone, postage. wire
transfers, overnight mail delivery, courier delivery, cheque certification, PPSA search and filing
fees, other lien search fees. facsimile transmissions, auditing and legal fees. all of which shall be
reimbursed to Factor by Seller upon demand or deducted from the proceeds payuable on a
purchiased Account or from the Reserve.

I5. Account Debtor Claims. Seller shall notify Factor of the assertion of any claim,
including any defences, dispute or offset by an Account Debtor with respect to an Account
purchased by and assigned to Factor or the merchandise or service velating thereta within three
(3) days after receiving such information. Seller may settle all such claims with Factor’s approval
and at Seller’s expense. Factor may, in its sole discretion. opt to seule any Account Debtor claim
directly with the Account Debtor involved, at the Seller's expense, upon such terms as Factor
may deem advisable at which time Seller shall cease any communications with the respective
Account Debtor. In the event Factor exercises its right to seftle and compromise Account Debtor
claims, Seller hereby specifically agrees to the terms, conditions and provisions of any and all
seitlements, compromises and other agreements, oral or written, entered into by Factor and
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Factor shall be deemed authorized 1o execute all releases, settlements or compromisc agreements,
and receive, for and in Seller's name, all money and property that Fuctor may receive in
settlement. release or compromise of Account Debtor claims. ‘the foregoing is discretionary
upon the part of Factor and Seller shall have no right to demand or require Factor's excreise of
the aforesaid rights. Factor’s failure to agree shall not otherwise adversely affect anv right(s) of
Factor or Seller’s waiver(s) herein. In the event of any claim against an Account by the Account
Debtor or a breach by Seller of any representation hereunder as to 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 above.

16. Lawver's Fees. Seller agrees 1o pay all reasonable lawyer's fees, court costs and
expenses incurred by Factor or its counscl 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 and/or sciofl’ against Seller's
Reserve all such fees and costs as they are incurred. Notwithstanding the existence of any taw.
statute, rule, or procedure in any jurisdiction which may provide Seller with a right to lawver's
fees or costs, Seller hereby waives any and all rights to hercafter seek lawver's fees or costs there
under and Seller agrees that Factor exclusively shall be entitled to indemmification and recovery
of any and all lawyer’s fees or costs in respect to any Litigation based hereon, arising out of, or
telated hereto. whether under, or in connection with, this and’or any agreement oxecuted in
conjunction herewith, or any course of conduct, course of dealing, statements (whether verbal or
written) or actions of ciiher party.

17. Naotice. 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, registeted or certified mail. postage prepaid to the addressee at the
address shown above or at the most current address that the party has from time fo time
designated in wriling. ’

18. Term. This Agreement shall be effective from the date hereof and shall continue in
full force and effect for as long as a balance is owed to Factor from Seller and Factor. whether
under this Agreement or otherwise. and for so long as Factor has an outstanding PPSA
regisiration against Seller. Factor 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 reason or no reason to terminate this Agrcement at any time without prior writien or oral
notice upon the occurrence of an Event of Default. Upon the cffective date of termination. all of
Seller’s obligations, whether incurred under this Agreement or any amendment or supplement
thereto or otherwise, shall become immediately duc and payable without notice or demand.
Notwithstanding any termination, wntil all of Seller’s obligations of every nature whatsoever
shall huve been fully paid and satisfied, Factor shall retain Factor's security interest in and title to
all existing and future Accounts and other Collateral held by Facwor hereunder. Until final
termination following the notice thereof, Seller shall continue (o offer all Accounts to Factor and
Factor shall be under no obligation to make any further Advances or purchase any Account. Any
termination of this Agreement shall not serve to release any security interest granted herein until
all Accounts purchased hereunder and all indebtedness of Seller to Factor has been paid in full
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nor shall such termination affect any of the obligations incurred by the parties hercto.

19. Indemnification. Scller shall indemnify, defend and save Factor harmless from and
against any and all Lability, claims, suits, demands. damages, judgments, costs, 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 Insolvency Act (Canada) or any other
debtor relief statute or suffer by reason of any liability or claim arising or resulting from Seller's
acts or omission to do any act. This patagraph 19 shall survive termination of this Agrecivent.

20. Binding on Future Parties. The terms and provisions of this Agrecement shall be
biading upon and shall inure w0 the benefit of the parties hereto and theic respective heirs,
executors, administrators, estate trustees, personal representatives, successors and assigns. Seller
may not assign this Agreement or any of Seller's rights hercunder to any person without Factor’s
-prior written consent and this Agreement shall be deemed to be one of financial accunmmodation
and not assumable by any debtor, wustee or debtor-in-possession in any bankruptcy proceeding
without Factor's express written consent and may be suspended in the event a petition in
bankruptcy is tiled by or against Sclfer.

2L, 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 operate as a waiver thereof: nor shall any single or partial
exercise of any such power or right preclude other or further exercise thereof or the exercise of
any other right or power. Factor’s rights, remedies and benefits hereunder are cupiulative and not
exclusive of any tights, remedies or benefits which Factor may have. No waiver by Factor of any
provision hereunder shall be deemed to extend to any other provision hereunder.

22, Severability. Each and every provision, condition, covenant and representation
contained in this Agreement is and shall be construed to be 3 separate and independent covenant
and agreement. In the event any term or provision of this Agreement shall to any extent be
declared illegal. contrary to law. invalid or unenforceable. the remainder of this Agreement shall
not be affected thereby and this Agreement shall continue in full force and effect as though such
lerm or provision had not been incorporated herein,

23. Miscellaneous.

) This Agreement is deemed made and shall be governed. interpreted and construed in
accordance with the [aws of the Province of Ontario,

(b)  Iftwo or more individuals, corporations. limited liability companies, partnerships or other
busiuess entities or associations {or any combination of two or more thereof) are named above
and execute this Ayrcement as Seller. the liability 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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release or discharge the others. In like manner, if Seller named in this Agrcemem is a partnership
or other business entity or association, the members of which are by virtue of statutory or general
law subject to personal lability, the liability of ¢ach such member shall be joint and several and
the release or discharge by Factor of one shall not releasc or discharge i others.  This
Agreement shall be interpreted to reflect multiple parties being named and exccuting this
Agrcement as Seller. By way of example. the term *Accoumt” includes an accouni receivable for
any party or parties named and cxecuting this Agreement as Seller.

{c)  Factor’s books and records shall be admissible in evidence without objection as
conclusive evidence of the status of the obligations between Factor and Seller. Each statement.
report, or accounting tendered 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 Seller
natifies Factor to the contrary by registered ar certified mail, setting forth with specificity each
reason why Seller believes such statement, report, or accounting or any portion thereof is
inaccurate, what Seller believes to be correct amount(s therefor. and supplies detailed. writien
support for Sellers objection(s). Seller’s failure to receive any monthly statcment shall not relicve
it of the responsibility to request such statement and Seller’s failure to do so shall nonetheless
bind Seller to whatever Factor's records would have reported.

(d)  Any legal proceeding with respect to any controversy arising under, out of, or relating to.
this Agreement, any amendment or supplement thereto or to any transavtions in connection
therewith whether asserted by way of claim. coumerclaim. cross claim or otherwise shall be
brought and litigated only in the Province of Ontario, in the City of Toronw or in any county in
which Factor has a business location, the selection of which shall be in 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 inconvenient forum or that the venue
thereof is improper.

{e) Seller expressly authorizes Factor to access the systems of and/or communicate with any
shipping or trucking company ia order to obtain or verify tracking, shipment or deli very status of
any merchandise regarding an Account.

) Seller acknowledges that there is no, and it will not seek or attempt to establish any.
fiduciary relationship between Factor and Seller, and Seller waives any right to assert. now 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.

A This Agreement (including any addenda executed contemporancously herewith) is a
complete and final agreement, reflects Seller's and Factor’s muiual understanding. supersedes
any prior agreement or understanding between the parties, and may not be modified or amended
orally. But for the promises and representations expressly contained in this Agreement. no other
pramise or representation of any kind has been made 10 induce either party to exccute this
Agreement.  Furthermore, Seller and Factor geknowledge that if amy such promise or
representation has been made, neither has relied. nor shall either be entitled to rely, upon any
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such promise or representarion in deciding to enter into this Apreement.

h In the event Seller’s principals. officers or directors form a new entity. whether
corporate, partnership, limited liability company or otherwise, similar to that of Seller during the
term of this Agreement or merge into any other entity (regardless of whether Seller is the
surviving entity), such entity shall be deemed 1o have expressly assumed the obligations due
Factor by Seller under this Agreement. Upon the formation of any such entity, Factor shall be
deemied 10 have been granted an irrevocable power of attorney with authority to exccute, on
behalf of the newly formed successor business, a PPSA or Uniform Commercial Code financing
sintement or amendment and have it filed with the appropriate PPSA or Uniform Commercial
‘Code filing officc. Factor shall be held-harmless and be relieved of any liability by Seller or such
new eatity as a result of Factor’s filing any PPSA or Uniform Commercial Code tinancing
statement or the resulting perfection of a lien or security fnterest in any of the successor entiy’s
assets. In addition. Factor shall have the right to notify the successor eniity’s account Jebtors of
Factor™s securily interests and lien rights, its right to coilect all Accounts, and to notify any new
lender who has 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
institution or financing sources and in connection herewith: (a) consents to Factor's aranting
such financial institution or financing source a security interest irl all of its righis under
Agreement. the documents executed in connection therewith and all collateral thereunder: and (b)
agrees that such financial institution or financing source shall be a beneficiary of all iis
representations, warranties and covenants in this Agreement and inay exercise any power of
attorney given by Seller to Factor under this Agreement or otherwise.

Q) Seller and Factor hereby irrevocably waive any right either may have to a trial by
Jury in respect of any litigation directly or indirectly at any time arising out of, under or in
connection with this Agreement or any trapmsaction contemplated hercby or associated
herewith. Seller irrevocably waives, to the maximum extent not prohibited by law, any
right it may have to claim or recover in any such litigation any special, exemplary . punitive
or consequential damages, or damages other than, or in addition to, actual damages. Seller
certifies that no party herete nor any representative or agent or counsel for any party
hereto has represcnted, expressly or otherwise, or implied that such party would not, in the
event of litigation, seek to enforce the foregoing waivers. Seller acknowledges that Factor
has been induced to cnter into this Agreement and the transactions contemplated hereby,
in part, as a result of the mutaal waivers and certifications contained in this paragraph.

24. Paragraph Headings. The paragraph headings contained in this Agrecment are for
convenjence only and shall in no way enlarge or limit the scope of meaning of the paragraphs
hereof.

25. Counterparts. This Agrecment 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.  Signatures may be affixed manually or digitally and delivery of an executed
counterpart of the signature pages to this Agreement by facsimile or 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 to
any other party shall thereafter also promptly deliver a manually executed counterpart of ihis
Agreement to such other party, provided that the failure to deliver such manually executed
counterpart shall not affect the validity, enforceability or binding effect of this Agreement.

SELLER

1635536 ONTARIO INC. VERSITEC MARINE USA INC,
2 e —— | By &S00 o

Name: David Taylor Name: David Taylor

Title: Presidem 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:
1635536 ONTARIO INC., ¢/a VERSITEC MARINE &
INDUSTRIAL :
a corporation incorporated pursuant to the Laws of
the Province of Ontario
{(a borrower hereinafter individually called “Versitec Canada™)
OF THE FIRST PART;
-and-
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;
-and -
REUBEN KARY BYRD, of
Boca Raton, Florida
(a guarantor hereinafter individually referred to as (“BYRD »)
and collectively a “Guarantor™)
OF THE THIRD PART;
-and -
DAVID TAYLOR, of
Port Colborne, Qntario
(a guarantor hereinafter individually referred to as (“TAYLOR”)
and collectively a “Guarantor™)
~ OF THE FOURTH PART;
-and-

VERSITEC MARINE HOLDINGS INC.
a corporation incorporated pursuant to the Laws of
the Province of Ontario
(a guarantor 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 Borrower is party to various documents and agreements which
establish credit facility arrangements between Liquid Capital, as lender, and each of Versitec
Canada and Versitec US4, as borrowers, pursuant to: (i) a financing facility agreement dated
June 21, 2017 providing for a $500,000 Capadian & US Dollars loan, (the “Facility
Agreement”); and (i) 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 CADS$49,557.96
INTEREST ACCRUED TO AND INCLUDING April 25, 2019 16,013.58
TOTAL INDEBTEDNESS (the “CAD Indebtedness™) $65,571.54

* per diem interest is CAD$45.72 and continues to accrue

B. FACILITY INDEBTEDNESS — UNITED STATES DOLLARS

PRINCIPAL AMOUNT OWING USD30
INTEREST ACCRUED TO AND INCLUDING April 2,2019 ... 0
TOTAL INDEBTEDNESS (the “USD Indebtedness”, and together $0

with the CAD Iudebtedness, 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 2 1, 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 guarantee and postponement of claim
agreements, each dated June 21, 2017 (collectively, the “Guarantees™).

E. DEFAULT

AND WHEREAS each of the Borrowers and Guarantors acknowledges and agrees that
various defaults have occurred under the Bormower Documents, which include, without
limitation, the collection of funds and payments from various companies under invoices that had
been factored and assigtied to Liquid Capital. The failure to remit the foregoing funds
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 Guarantors.

F. FORBEARANCE

AND WHEREAS each of the Borrowers and the Guarantors have requested Liquid
Capital not effect realization on the Security or 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 (o not immediately take steps to exercise on the Security and the Guarantees and to
forbear (having made demand and issuance of Notice of Intention fo Enforce Security
(“NITES”)), which forbearance shall only be effective 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 to 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

Each of the Borrowers and the Guarantors, have requested Liquid Capital refrain from
effecting on the respective security pledged to Liquid 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
Guarantors that:

(a)  each of the documents and agreements comprising the Security is valid and
enforceable in accordance with its terms;

)] 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:

] David Carpenter is no longer an employee with the Borrowers;
(i) Reuben Byrd is a new investor and the CEO of the Borrowers;
(iit) Reuben Byrd has agreed to sign a personal guarantee of the

obligations of the Borrower to Liquid Capital and Liquid Capital
has agreed to enter into this Forbearance Agreement and continue
factoring services, as outlined herein, 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 steps to
enforce on the Security, and on the Guarantees, and pursue all remedies with
respect to the obligations of each of the Borrowers and each Guarantor, as it may
deem appropriate;

€3] 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 any action that would constitute a waiver of its rights to enforce on the
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Security and the Guarantees given in support of the Indebtedness, and pursue its
remedies in respect of the obligations of the Borrowers and the Guarantors,
including, but not limited to, the Security and the Guarantees;

(8)  The Borrowers will operate 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
Borrowers 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 Defanlt notice being given (which default has not been specifically
waived in writing by Liquid Capital), and a resultant termination of the
Forbearance 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 exercise
its rights and remedies immediately, including, without Llimitation, the
appointment of a Receiver-Manager (“Receiver™) or a trustee in bankruptcy of
the assets and undertaking of the Borrowers and to enforce on the Security and the
Guarantees;

0] The Borrowers hereby expressly acknowledge and confirm their liability for the
Indebtedness to Liquid Capital and the Guarantors confirm their Guarantees and
that they are valid and enforceable in accordance with the terms of their
respective Guarantees.

G The Borrowers and the Guarantors confirm 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 fo issue any
further or fresh Demand and/or NITES;

(k) 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, counterclaim 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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(m)  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;

(n)  Liquid 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;

(0)  the entering into of this Forbearance Agreement by Liquid Capital does not
constitute a withdrawal or revocation of the Demands or NITES or a waiver of
existing or future defaults, or events of default under this Forbearance Agreement
or a waiver of the obligation to pay the entirety of the Indebtedness by or before
the end of the Forbearance term;

(p)  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 not an individual, and constitutes a legal, valid and binding
obligation of such Borrower and Guarantor, enforceable in accordance with the
terms herein set out, and each Guarantor that is an individual has the legal
capacity to enter into this Forbearance Agreement;

(@  this Forbearance Agreement has been fairly and freely negotiated between
commercial parties and their respective legal counsel and each party is entering
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;

3] 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

{(s) 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 enter 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:

(a) each of the Botrowers shall be required to factor with Liquid Capital all of their
respective accounts receivable which are acceptable to Liquid Capital;
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(b)  all factored receivables shall be on a full notification basis to the applicable
customers 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 Docurmnents, subject to the following deductions, which the
Borrowers and the Guarantors agrec shall be deducted from the initial advance:

(1) 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

(i1) all amounts currently owing on account of the Indebtedness.

(d)  Effective immediately, the Borrower shall pay a 3% discount fee of the face value
of the accounts receivable invoices purchased 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 all 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;
(ii) have a Liquid Capital assignment notification clearly printed on
all invoices;
(iii) Liquid Capital is hereby authorized to contact and collect from the

Borrower’s customers 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 insurer 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 Liquid
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:

(a) Performance of all conditions and terms of this Apreement is an integral
inducement for Liquid Capital to agree to enter into this Forbearance Agreement
and that Liquid 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;

(b) The Borrowers shall engage Newhouse Partners Inc. (the “Consultant™) on the
terms and conditions more particularly set forth in the engagement letter dated
[March 29, 2019]. The Bomowers 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.

(d) 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 pursuant such continued factoring arrangements any
additional reserves Liquid Capital deems necessary in connection therewith.

{(e) The Borrowers will forthwith provide to Liquid Capital:

1) 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 eamed, 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;

(ii) The Borrowers acknowledge failure to obtain alternate funding
sufficient to repay Liquid Capital in full by Décember 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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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 Income 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 for the premises it carries on business from are and will
be kept current. Each of the Borrowers covenant to 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
incurred 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 protection, preservation
and/or enforcement of the Security or the Guarantees, including the
preparation of this Agreement, and covenants and agrees to fully
reimburse 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 reports, including,
but not limited to, weekly reporting as required by Liquid Capital,
including, but not limited to, weekly updated cash flow reports and
bank statements for all accounts of the Borrowers, and in addition
thereto, monthly reporting, including internally 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 government taxes, liens, deemed trust, super
priorities and the Borrowers acknowledge failure to keep same
cuirent 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 equipment, out
of the ordinary course of business, the Borrowers will provide
Liquid Capital with full particulars of the contemplated transaction
and will not carry out such transaction without the prior written
consent of Liquid Capital having been first obtained; and

Taylor agrees to provide a collateral charge against his property
located at 518 King Street, Port Colbome, Ontario; and '
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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 properties 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 runuing and continued operations, the Borrowers
agrees to use comfort letters and irrevocable 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

(8)  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 repay 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 its
Suarantee.

7. DELIVERY OF DOCUMENTS

The Borrowers and Guarantors shall deliver or cauge to be delivered, the following
documents, all in a form required by Liquid Capital on or before May 10, 2019:

(a) Byrd shall deliver an unlimited guarantee using Liquid Capital’s standard form
guarantee;

(b)  the collateral charges referenced above shall be delivered;
{©) the consulting agreement with the Consultant; and
(d)  this Forbearance Agreement.

8. CONSENT TO APPOINTMENT OF RECEIVER-MANAGER (“RECEIVER™)

Receiver Application

Upon the earlier of (i) the expiry of the Forbearance Period without repayment in whole
to Liquid Capital; or (ii) the occurrence 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 further notice or delay, all of its rights and remedies against each of the
Borrowers and each Guarantor for such indebtedness, including taking steps to realize on the
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security and guarantees, 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. Fach 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:

(a) 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)  ifany representation or warranty provided to Liquid Capital (herein or otherwise)
by the parties hereto was incorrect 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;

(g)  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 its security, or any
part thereof, 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 herein, any security
granted to Liquid Capital as security for the Indebtedness, the Guarantees, or this
Agreement, or any patts thereof;

1) if, in Liquid Capital’s commercially reasonable opinion, a material adverse
change occurs in the business, affairs or condition of the Borrowers, financial or
otherwise, arising for any reason whatsoever;
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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, reorganmization, other creditor
protection legislation, or takes any corporate steps in furtherance of the foregoing,
or is declared a bankrupt, or if a liquidator, trustee in bankruptey, custodian,
interim receiver, receiver or receiver manager or other party with similar powers
is appointed over the Borrowers or any step in furtherance of any of the foregoing
is taken for the Borrowers; and

() the expiry or early termination of this Forbearance Agreement without repayment
of all indebtedness owing by the Borrowers to Liquid Capital.

TOLLING ARRANGEMENTS

(@  as of the date hereof, and continuing until the termination of the Forbeatance
Period and thereafter, until the termination of the tolling arrangements 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 Aci, 2002 (
Ontario), 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 watver,
estoppel or laches; and

(b)  the tolling provisions of this Forbearance Agreement will terminate upon either
party providing the other with 60 clear days written notice of an intention to
terminate 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 doctrine related to the passage of time in relation to the indebteduess, the
Security or any entitlerents arising from the indebtedness of the Borrowers or the
Security and guarantees, and any other related matters, will recommence 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 limitation
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 limitation, the
appointment of a Receiver, or a Receiver and Manager over the Bomowers as Liquid Capital
shall determine in its sole discretion.

12. CREDIT ENQUIRIES

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 Borrowers 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 confinmation by each of the Borrowers and the Guarantors to do so.

13. NO CLAIMS AGAINST LIQUID CAPITAL

(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 Guarantors 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, released, forgiven, amended, or
altered in any manner whatsoever, 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.

(¢)  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, Jjudgments, executions, suits, debts, claims,
liabilities, obligations, setoffs, recoupments, counterclaims, defences, damages
and expenses of any and every character, known or unknown, suspected or
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 granted 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 nature whatsoever with respect to the
Released Parties or which might limit or restrict the effectiveness or scope of its
agreements in this section. Each Releasor represents and warrants that it has no
knowledge of any claim by it against the Released Parties or any facts, or acts or
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 interest 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.

(d)  Each 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
any part of the Obligations which are characterized as demand facilities from 2
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 m any agreement with Liquid 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 Inc.

4 Stonebridge Drive, Unit 4

Port Colborne, Ontario L3K 5V4
Attention: David Taylor

Versitec Marine USA Inc.
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1623 Military Road, #283
Niagara Falls, New York, USA. 14304
Attention: David Taylor

David Taylor
4 Stonebridge Drive, Unit 4, Port Colborne,
Ontario, L4K 5V5 Email:

draylor@versitecrarine.com

Reuben Kary Byrd 19480 Saturnia Lakes
Drive, Boca Raton, Florida 33498
Email: tbyrd@versitecrnarine.com

Liquid Capital Exchange Corp.

5734 Yonge Street, Suite 400

Toronto, ON M2M 4E7

Aftention: Jonathan Brindley

Email: jbrindley@liquidcapitalcorp.com

- with a copy to —

Torkin Manes LLP

151 Yonge 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 Liquid Capital.

17. FURTHER ASSURANCES

Each party agrees to promptly do, make, execute and deliver all such further acts,
documents and instrurnents 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 attorn to the non-exchusive 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 Capital 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 void, the remaining provisions shall remain in full force and effect,

This Agreement shall be binding upon and shall enure to the benefit of the parties hereto
and their respective heirs, executors 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
unless 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 security, 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 its entirety with their legal counsel prior to executing same, and execute this
Agreement 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 instrument.
This Agreement may be executed as an original hereof or by facsimile transmission, with an
original to be exchanged between the parties hereto forthwith thereafter.

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 waiver 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 and 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.
Per: v _
Name: D& ﬁylm

Title: Pregidev +

Thave the authority to bind the corporation

VERSITEC MARINE USA INC.
Per: P~ ,
Name: DROE T4VLOK

Title: Presidew

[ have the authority to bind the corparation

VERSITEC MARINE HOLDING INC.

Per:

Name: D AUVE TAYLOR
Title: Prestdent

Thave the authority to bind the corporation

DAVID TAYLOR

Witness

Witness REUBEN BYRD

LIQUID CAPITAL EXCHANGE CORP.

Per:
Name:
Title:

I have the awthority to bind the corporation
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John Morgan

From: John Morgan

Sent: October 27, 2020 11:45 AM

To: jonathan.brindley@myliquidcapital.com
Cc: Calvin Ho; Stewart Thom

Subject: A/R and cash reserve reconciliation

Good day Jonathan

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 I might receive it and if so might | suggest that we defer the discussion until after | 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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APPENDIX F -1
ANALYSIS OF 1635536 ONTARIO INC
LCX RECONCILIATION



Versitec(1635536 0
Executive:Summary
Acas2z

Reconcile AR @ 30-9-2020
Total AR purchased

Factor Collections 511,010.88
Receiver Receipt 59,982.00
O/A 118,180.65

Net collections

Less Chargeback
Add Opening AR

Reconcile Funds Employed (NFE)
Client Fundings

Res Rel/ Transfer in

Third party legals

Moniloring Fees (FM)

Less Collections

Transfer in

Add fees

Add Adj

Add Opening NFE

Total Net Funds Employed:

Add Accrued fees (to 19-10-2020)
Total payout including accruedFees.

Key points

Total AR Factored .. . o vy o M7,85499

819,279.86

153

Inic) - CON Factoring - ... >

1,022,270.70
50%

-689,173.53
-212,391.37 21%

57,149.18 AR from old Factoring agreement not collected, inc in Farbearance Apr 2019
Then all charged back

676,739.68
103,000.00
7,688.26
31,851.92
100,994
-711,840.19 Shartfall if invoices paid in full
-120,750.00
173,489.31
3,010.00
49,557.96

12,746.94

66,102.48

27884042 @

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 le 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

BottomLine: Net Funds Employed + accrued fees $278K > Total remaining factored AR $178K by $100K |

LC Rec for J Morgan Apr 2019-Sept 2020 AC 4822
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1635536 Ontariolnc.Q/A Versitec Marine & Industrial
Analysis of Account with Liquid Capital

LC Account 4821

Reserve (A}
20% of factored invoices
20% X $143,226 $ 28,645.20
Earned reserve
20% of receipts paid
20 % X $30,095 - 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

Blue Line

$ 22,464.20

Proof
Cash receipts not factored rec'd byLCX
Less non factored receipts extra picked up by analysis

difference in Cash receipts per LCX Executive summary

RESERVE

167

Reserve (B}

'

6,181.00

5,865.50
16,055.00
9,825.25

31,745.75

$37,926.75

$31,745.75

9,825.25

$21,920.50
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APPENDIX G -1
ANALYSIS OF 1635536 ONTARIO INC
LCX RECONCILIATION OF ACCOUNT 4821
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Versitec(1635536 Ont Inc)
Executive Summa

Reconcile AR @ 30-9-2020

Total AR purchased 129,232.16

Total Collections 50,058.95 39% of actual factored AR collected
Less O/A -21,820.60

Net collections -28,138.35

Less Chargeback -6,020.00 5%

Total AR Factored 9507381

Reconcile Funds Employed (NFE)

Client Fundings 99,358.78

Res RelfTransfer 10,745.56

Third party legals 2,846.16

112,950.50 20,327.30

Less Collections -50,017.45 Shortfall if invoices paid in full
Add fees 8,885.57

Add Adj 6,240.00

Total Net Furids Employed © - = T 78,058.62

Add Accrued fees (to 19-10-2020) 37,342.49

Total payout including accrued Fees' - * 11540111

Key points
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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APPENDIX H
VMI USA
US$ ACCOUNT 4820U
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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 reconciliation
to pay other factored A/R in Can company

difference

182

MPI 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

$  444.86
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APPENDIX H -1
VMI USA
US$ ACCOUNT 4820U



Reconcile AR @ 30-9-2020
Total AR purchased

Total Collections 248,162.39
Less O/A 0.00
Net collections

Less Chargeback

Total AR Factared - 0T

Reconcile Funds Employed (NFE)
Client Fundings

Res Rel/Transfer

Third party legals

Less Collections
Add fees
Add Adj

Add Accrued fees (to 19-10-2020)

Total payout including ace

Key points

123.391.:4,

438,370.54

-248,162.39 57%

-114,593.45 26%

Loh 1561470

248,835.30
92,000.00
2,804.00

343,639.30 47,776.42

-305,025.19
57,470.45
-2,230.00

Shortfall if invoices paid in full

Total Net Funds Employed ... - " 9385456

29,636.56

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

186

BottomLine: Net Funds Employed + 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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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

ACKNOWLEDGEMENT OF EXPERT’S DUTY

1. My name is John Howard Deane Morgan. | live at the City of Barrie, in the
Province of Ontario.

2. | have been engaged by or on behalf of Reuben Byrd to provide evidence in
relation to the above-noted court proceeding.

3. lacknowledge that it is my duty to provide evidence in relation to this proceeding
as follows:

a. to provide opinion evidence that is fair, objective and non-partisan;

b. to provide opinion evidence that is related only to matters that are within
my area of expertise; and

c. to provide such additional assistance as the court may reasonably require,
to determine a matter in issue.

4. lacknowledge that the duty referred to above prevails over any obligation which |
may owe to any party by whom or on whose behalf | am engaged.
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Date: January 10, 2022 John Howard Deane Margan
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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 Versitee 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

JB Reply April 25 2022 EXECTION signed JB.docx
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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

JB Reply April 25 2022 EXECTION signed JB docx
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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
Jjudgment 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.  LCXstruggles 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 concems 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.
LCX’s 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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9.
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.  LCX has 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
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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... [ 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) 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;

(b) 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. Notwithstanvding 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.  Inparticular, 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

IB Reply April 25 2022 EXECTION signed JB.docx



211

-17-
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.  MPIl 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.  Asaresult 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 aresult 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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MPI’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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() 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:

o Any of the Receiver’s activities not specifically set out in the First Report;

o 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;

+ Ifany (a) fees or expenses incurred by MPI or (b) payments as above, are determined by agreement
between LCX and MP], 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.

» 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:

® 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:
Q) Statutorily conferred priorities/rights;

(ii) 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”);

(9] 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 ﬁhdings 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

2.5.3

2.54

2.55

2.5.6

2.5.7

2.5.8

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 ona
regular basis; and

* Insummary, Global appears to be indebted to the Estate in the amount 0f $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 I 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/MPTI’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 MPI/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. Iam 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.

H=—
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Commissioner for Taking Affidavits
(or as may be)

STEWART THOM
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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 24TH
)
JUSTICE PENNY ) DAY OF NOVEMBER, 2021
BETWEEN:

i,
cou

RTg/:

2
0’/

LIQUID CAPITAL EXCHANGE CORP.
Applicant

Wy,
03 * SUP"//,

b
A\

o
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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,
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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

o . 3

cent per annum commencing on November 24, 2021.

(Signature of Court 0/]‘ ice

RCP-E 59B (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
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Jonathan Brindley <jonathan.brindley@myliquidcapital.com>

Versitec account review call June 27 - follow up items
1 message

Jonathan Brindley <jbrindley@liquidcapitalcom.com> Thu, Jun 27, 2019 at 11:53 AM
To: Reuben Byrd <rbyrd@versitecmarine.com>, Florian Meyer <fmeyer@newhousepariners.com>,
epavey@versilecmarine.com

Cc: Pia Banister <pbanister@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 facloring notifications - Pia/ Reuben (due date June 27)

4) Schedule weekly Versitec collections call Reuben + LCX |, every Tuesday at9pm EST | first call July 2- Pia (due date
June 27}

5} Resolve + comrect Versitec billing 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 Brindley CPA CA
Liquid Capital Advance Corp.
Tel: 416-727-45214

Tolt Free: 1-300-778-0133

Fax: 269-201-0178

Email it
s e deape teda

LIQUID
CAPITAL

FINANCING SUCCESS

ilven do norwish 1o recelve uture commaercial elecn anic messages frorn Liquid Cariral, please reply re thisemail and rype "REMOV E” in the subject line
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; Jonathan Brindley <jonathan.brindley@myliquidcapital.com>
M LINCY s o

Versitec Versitec AR + collections snap shot as at Oct 8 2019
1 message

Jonathan Brindley <jbrindley@liquidcapitaicomp.com> Thu, Oct 10, 2019 at 8:00 AW
To: Reuben Byrd <rbyrd@versitecmarine.com>, Lance Lockett <Hockett@versitecmarine.com>, Ed Pavey
<egpavey@versitecmarine.com>

Cc: Pia Banister <pbanister@liquidcapitalcorp.com>, Liliana Rizopulos <lIrizopulos@liquidcapitalcom.com>, Florian Meyer
<fneyer@newhousepartners.com:>

Hi Reuben
Altached is the updated Versitec AR + collections snap shot as at Oct 8 2019.
We can review further during our account review call

Regards

Jonathan Brindley CPA CA
Liquid Capital Advance Corp.
Tei: 416-727-4521

Tol Free: 1-800-778-0133

Fax: 289-201-0178

Emall i

. COMN

v Hgides

CaCIY

LIQUID
CAPITAL

FINANCING SUCCESS

i vow o not wish 1o receive Futere comercial elecironic meseages fronn Liguid Cepital, please ceply o thizermai! ad rype "REMUOVET in the subjeer fins

—ilj Versitec Account Summary 8-10-2019.xlIsx
55K
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Jonathan Brindley <jonathan.brindley@myliquidcapital.com>

Re: Next Week's Meeting - Request for Day Change

1 message

Reuben Byrd <rbyrd@versitecmarine.com> Fri, Oct 25, 2019 at 2:16 PM
To: Jonathan Brindley <jbrindley@liquidcapitalcorp.com>

Cc: Ed Pavey <epavey@versitecmarine.com>, Pia Banister <pia.banister@myliquidcapital.com>, Lance Lockett
<llockelt@versitecmarine.com>, Brian Gunning <briangunning1@gmail.com>

Brian and Pia are working on it we are going thru all the reports to make sure itis comrect

Reuben Byrd
CEO Global Operations
sepaita Masgne UT A

Phone: (7 16) 695-0142

North America Toll Free: (888) 357-3257 Ext. 244
Mobile: (561) 526-6432

E-mail: rhyrdgyversitecmarine.com

STERN TUBE SEAL EXPERIS

------—-- Original message ------—-

From: Jonathan Brindley <jbrindley@iiquidcapitalcom.com>

Date: 10/25/19 2:11 PM (GMT-05:00)

To: Reuben Byrd <rbyrdé@versitecmarnine.com>

Cc: Ed Pavey <epavey@versilecmarine . com>, Pia Banister <pia.banister@@myliquidcapital.com>, Lance Lockett
<lipcketigversitecmarine.com>, Brian Gunning <briangunning 1¢gmail.com>

Subject: Re: Next Week's Meeling - Request for Day Change

Hi Reuben
OK moved to 2pm..

Whatis the status on transfer Ango Eastem funds? Will that be sent today. Would like to have this reflected in the

accounts before our call on Wed.
Thanks

Jonathan Brindley CPA CA
Liquid Capital Advance Corp.
Tat 416-727-4521

Toll Free: 1-800-778-0133

Fax: 288-201-0178

Email: rincley
wya T doaps Wladvancasore, com
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Hovou do notwigh o receive futive commercial slecrontc messages from Liguic Capiial, please reply 1o this email and rvpe "REMUN B in the subject fine

On In, Oct 25,2019 at 1:50 PM Reuben Byrd <ihyrd@versileomaring coms> wrole:
Johnathan 11 wont work it needs to be much earier or after 2pm

Reuben Byrd
CEO Global Operations

1

St Ve T s

Phone: (716} 695-0142

North America Toll Free: (888) 357-3257 Ext. 244
Mobile: (56 1) 526-6432

E-mail: rhyrd@versitecmarine.com

STERN TUBE SEAL EXPERTS

-------- Original message ------—

From: Jonathan Brindley <jbrindley@liquidcapitalcorp . come

Date: 10/25/19 1:48 PM (GMT-05:00)

To: Ed Pavey <epavey@versitecmarine coms>

Coc: Reuben Byrd <rbyrd@versitecmarine.com>, Pia Banister <pia.banister@@mvliquidcapilal.com>, Lance Lockett
<lockett@hversiteomarine.com>, Brian Gunning <brianguming1@gmail.coms>

Subject: Re: Next Week's Meeting - Request for Day Change

Hi I=d
NextWed Oct 30 at 11am EST works... | will move meeting invite.

Regards

Jonathan Brindley CPA CA
Liquid Capital Advance Corp.
Tel 416-727-4521

Toll Free: 1-800-778-0133

Fax 289-201-0178

Email: jonnf

vy IgQu e

LIQUID
CAPITAL

FINANCING SUCCESS

1£ ey do nar wish to ceceive future commercial elecironic messages Trom Liguid Taplial please reply te this cosaland type "REMOY T 0 the subieer line

On Fri, Oct 25, 2019 at 12:37 PM Ed Pavey <epavey)versitecmaring.com> wrote:
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Hi Jonathan,

Just received word from Reuben that his travel plans have changed recenlly, and he requests we move next week's
meeting forward to Wednesday moming vice Thursday as currently scheduled. Please advise availabilily.

BestRegards,

Ed Pavey

VP Sales & Service

Viersitec Marine USA

Q00 N Federal Highway Suiie 100
fB3oca Rafon, L 33452

Office +1 (561) 756-8044

ol +1(813) 573.5280

Email epavey@versitecmaring.com

AN
5N

Y
Y ?‘ VANGUARD
¢ ESSEALSS

LEADING TIHE WAY

VERSITEC

STERN TUBE SEAL EXPERTS

INTERNATION AL

' WORK BOAT

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, copyving, 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.

INK BEFORE * PRINT
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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 Brindiey <jbrindley@liquidcapitalcorp.com>, Lance Lockett
<llockett@versitecmarine.com>

Hi everyone,
Attached is the updated AR statement to review during this afternocon's call.

Please note there are still 2 unapplied payments on account 4821 (see client collections). | need to know how to apply
these asap.

Thanks
Pia

Pia Banister CPA, CMA

Liquid Capitai Advance Corp.

Mobile: (418) B92-2414

Email: pbanister@liquidcapitalcorp.com

Website: www.liquidcapitaladvancecorp.com

On Oct 29, 2018, at 2:25 PM, Ed Pavey <epavey@versitecmarine.com> wrote:

Good afterncon 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
Boca Raton, FL 33432

Office: +1 (561) 756-8044

Cell: +1 (813) 573-5280

Email: gpavey@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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Jonathan Brindley <jonathan.brindley @myliquidcapital.com>

Re: Versitec Financial statements - Oct 2019
1 message

Brian Gunning <briangunningi@gmail.com> Tue, Nov 5, 2019 at 3:27 PM
To: Pia Banister <pia.banister@myliquidcapital.com>
Cc: Reuben Byrd <rbyrd@versitecmarine.com>, Jonathan Brindley <jbrindiey@liquidcapitalcorp.com>

thanks Pia. This informaltion is a help.

Brian

On Tue, Nov 5, 2019 at 3:24 PM Pia Banister <pia.banister@myliquidcapital. con> 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

214062 - Chesters

219065 - Chasters

219066 - Chesters

219104 - Cruise Mgmi

219092 - Interscan Management
219077 - Meteor Management
219055 - Premuda

219056 - Premuda

On our AR report - we know that we are showing as outsianding, some invoices that have been paid, they are:

119002 - Anglo Eastern
U18016 - Anglo Eastem
19028 - Anglo Eastem
U13038 - Angio 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

Fla Banister CPA, CMA
Liquid Capital Advance Corp.
Mobile: (418} 892-2414
Email: pbanister@liquideapitalcorp com
Mebsite: www liquidcapitaladvancecorp. com

On Nov 5, 2019, at 2:26 PM, Jonathan Brindley <jbrindlev@liquidcapitaicorp.com> wrote:

Hi Brian
Thanks for the Versitec YTD financials Could you please send us the AR summary and detail reports in
excel . .which will make it easier {o 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 <brianqgunningl@gmail come

Date: Tue, Nov 5, 2019, 1.59 P#M

Subject: Re: Versitec Financial stalements - Oct 2019

To: Jonathan Brindley <jbrindley@dlicuidcapitalcorp.com>, Reuben Byrd <rbyrd@versitecmarine com>

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 AP 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 <jiwindley@liquidcapitalcorp.com> wrote:
Hi Brian
Whatis 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
h) Versitec Marine USA

We also need the latest delailed AR + AP lists for both entities.
Please send this information by EOD tomorrow (Nov 5) so we can review and reconcile the AR atboth
Liquid Capital and Versitec.

Regards

Jonathan Brindley CPA CA
Liquid Capital Advance Corp.
Tel: 416-727-4521

Toll Free. 1-800-778-0133

Fax 289-201-0178

LIQUID
CAPITAL

FINANCING SUCCESRS

Vv ou do not wish i recetve future coryrmaial elearsiin messages from Liguid Capitall please seply 1o thig emai ard rype SREMOVE in the

wilje line
<VMI USA AP 11.5.2019.pdf><VMIUSA A 11.5.2019 pdf><VMI Canada BS 9.30.2019.pdf><VMI

Canada AR 11.5.2019.pdf><VMI| USA BS 9.30.2019.pdf><VMI Canada AP 11.5.2019.pdf><VMI Canada
PL 9.30.2019.pdf><VMI USA PL 9.30.2019.pdf>
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Versitec AC 4822 - Client collection CDN

1 message

Jonathan Brindley <jbrindley@liquidcapitalcom.com>
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Jonathan Brindley <jonathan.brindiey@myliquidcapital.com>

$29,538

Thu, Nov 7, 2019 at 3:50 PM

To: Reuben Byrd <rbyrd@versitecrarine.com>, Pia Banister <pbanister@liquidcapitalcorp.comz

Cc: Brian Gunning <briangunning1@gmail.com>

Hi Reuben

As discussed and agreed we will post the client collections amount of CDN $29,538.97 received on Oct 11 to cash

reserves in AC 4822.
We understand you are still Irying to locate the remittance
collection to a specific factored invoice.

advice on this customer receipt to see if we can match the

On our next scheduled account review 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 hooks which are now uncollectable eg BBG.

Versitec CDN - Ac 4822
Invoices which are uncollectbale:

Inv # nv s
BBG 219086  29,895.28
BBG 219115 30,338.88
BBG 219116 28,875.05
Total Chargeback required 89,109.21

Regards

Jonathan Brindley CPA CA
Liquid Capital Advance Corp.
Tel: 416-727-4521

Toll Free. 1-800-776-0133

Fax: 289-201-0178

Email. i .
woviw Ui deap JENCACOND. O

LIQUID
CAPITAL

FINANCING SUCCESS

Hvou donot wish 1o receive future commercial electronic messages from Ligquid Caplial, please reply o this ermall and rype "REMOV E" in the subject ling
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Jonathan Brindley <jonathan.brindley@myliquidcapital.com>

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 Brindiey <jbrindiey@liquidcapitalcorp.com>

Cc: Pia Banister <pbanister@fiquidcapitalcorp.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 | want nothing to do with him if you wantme on the
call he better not be on it.

He is a wasie of ime and money and | refuse to pay for him

Reuben Byrd
CEO Global Operations
Seetiier N UG 8

Phone: (716) 695-0142

North America Toll Free: (888) 357-3257 Ext. 244
Mobile: (561) 526-6432

E-mail: hyrd@dversitecmarine.com

STERN TUBE SEAL EXPERTS

-------- Original message --------

From: Jonathan Brindley <jbrindley@liquidcapitalcorp com>

Date: 11/11/19 5:35 AM (GMT-08:00)

To: Reuben Byrd <rbyrd@versitecmarine.coms

Cc: Pia Banister <pbanister@liquidcapitalcorp.com>, Lance Lockett <llockett@varsitecmarine . com>, Ed Pavey
<epaveyversilecmarine.com>

Subject: Versitec call today - need to push back to 2pm EST

Hi Reuben
For the Versitec call today (rescheduled from last week) | need to push back from 11 am to 2pm EST.

Revised meeting invite to follow.
Regards

Jonathan Brindley CPA CA
Liquid Capital Advance Corp.
Tef: 416-727-4521

Toll Free: 1-800-778-0133

Fax: 289-201-0178

Ermail nncieaiiig PR ]
Wy Higui deaps tladvansecorp. cum
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Updated AR Statement

1 message

Pia Banister <pia.banister@myliquidcapital.com> Wed, Dec 18, 2019 at 10:32 AM
To: Jonathan Brindley <jbrindley@liquidcapitalcom.com>, Reuben Byrd <rbyrd@versitecmarine.com>

Cc: Lance Lockett <llockett@versitecmarine.com>, Ed Pavey <epavey@versitecmarine.com>, “Brian Gunning

(briangunning 1@gmail.com)” <briangunning i@gmail.com>

Hi everybne,
Altached is the updated AR statement for review during today's call.

Thanks
Pia

Pia Banister CPA, CMA

Liquid Capital Advance Corp.

fAohile: (4153 892-2414

Email: pbanister@liquidcapitalcorp.com

Website: www liquidcapitaladvancecorp. com

1 Versitec AR Dec17-18.xlsx
21K
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Jonathan Brindley <jonathan brindiey@myliquidcapital.com>

RE: Versitec updated AR Jan 7 2020 for 10 am call today

1 message

Reuben Byrd <rbyrd@versitecmarine.com> Tue, Jan 7, 2020 at 9:48 AM
To: Jonathan Brindley <jbrindley@liquidcapitalcorp.com>

However we need to imitit to 30 min as thave a 1215 meeting

Reuben Byrd
CEQ Global Qperations

Versitec Marine

Phone: {716} 695-0142 Ext. 244
North America Toll-Free: (888) 357-3257 Ext. 244
Mobhile: {561) 526-6432

£-Mail: rhyrd@versitecmarine.com

\JM;:I:GUARD

SEALS
LEADING THE WAY

VERSITEC

STERN TUBE SEAL EXPERTS

From: Jonathan Brindley {mailto:jbrindley@liquidcapitaicorp.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.com> wrote:

I can't do 10AM i have a doctor's appointment

Reuben Byrd

CEO Global Operations

N < 5. s YU X
ORI T AT S I LAY
Ve WERC R T LT A

Phone: (716) 695-0142
North America Toll Free: (888) 357-3257 Ext. 244
Mobile: (561) 526-6432

E-mail: rhyrd@versitecmarine.com

STERN TUBE SEAL EXPERTS

-------- Original message --------
From: Jonathan Brindley <jbrindley@liguidcapitaicom.com=
Date: 1/7/20 8:50 AM (GMT-05:00)

To: Reuben Byrd <rhyrd@versitecmarine.com>, Ed Pavey <epavey@versitecmarine.com>, Lance Lockett
<llocketi@iversilecmarine.com>, Brian Gunning <briangunningt@gmail.com>

Cc: Pia Banister <pbanister@licuidcapitalcorp.coms

Subject: Versitec updated AR Jan 7 2020 for 10 am call today

Hi Reuben, Ed, Lance & Brian

Happy New Year ! Trusl you 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 - MMI
Europe) and we haven't acaumulated 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 Comp.
Tef: 416-727-4521

Toll Free. 1-300-778-0133

Fax 288-201-0178

Email ko arches

5 SR S
www iquidsapitaiadvansesorp. 2om

orn Licuid Capital, pleass reply W this emal and type REMT

CUCNIGC IMéss

oy de rotvash o raceaive future cormrmearal



241

.- LIGQUID
CAPIT&_._': Jonathan Brindley <jonathan.brindley@myliquidcapital. com>

LS LT gL

LINEE lc
Versitec Reporting - Latest YTD

1 message

Jonathan Brindley <jbrindley@liquidcapitalcom.com> Fri, Jan 17, 2020 at 11:36 AM
To: Reuben Byrd <rbyrd@versitecmarine.com>, Brian Gunning <briangunningi@gnail.com>
Cc: Pia Banister <pbanister@liquidcapitalcorp.com>

Hi Reuben + Brian
Further to Versitec account review calf 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 ... I 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 Brindley CPA CA
Liquid Capital Advance Corp.
Tai 416-727-452 %

Toll Free: 1-300-778-0132

Fax 289-201-0178

Ernail. i

WA QU deap

LIQUID
CAPITAL

FINANCING SUCCESS

Hyou donot wish o recd ve future corome cial elecrenic messages from Liguid Capitel, please reply ro this email and tvpe "REMOVE" in the subjec line
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Re: Versitec updated AR

1 message

Pia Banister <pia.banister@myliquiclcapital.com> Tue, Jan 21, 2020 at 11:21 AM
To: Reuben Byrd <rbyrd@versitecmarine.com>
Cc: Brian Gunning <briangunning 1@gmait.comz>, Jonathan Brindley <jbrindley@/iquidcapitalcorp.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

Pia Banister CPA, CMA

Liquid Capital Advance Corp.

Mobile: (416) 8922414

Email: pbanister@liguidcapitalcorp .com

Website www liquidcapitaladvancecorp.com

On Jan 21, 2020, at 10:24 AM, Jonathan Brindley <jlrindlev@liquidcapitaloom.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 Frae 1-800-776-0133

Fax: 259-201-0178

FINANCING SUCCESS

If you do nar wish to receive futume commercial elearonic messages from Liguid Capival, please reply 12 this ermail and ry pe "REMOVE" in the subjea

line

:JJ Versitec AR Jan21-20.xlsx
20K
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Jonathan Brindley <jonathan.brindley@myliquidcapital.com>

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 (briangunningi@gmail.com)” <briangunning1@gmail.com>
Cc: Jonathan Brindley <jbrindley@liquidcapitaicorp.com>

Hi Reuben and Brian,

Altached is a collection summary for the 3 accounts.

I have highlighted in red any comments that explain where funds were allocated if they came in without any remittance or
before rémittance 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 clarification.

Thanks
Pia

Pia Banister CPA, CMA

Liquid Capital Advance Corp.

Mobile: (416) 892-2414

[zmail: pbanister@liquidcapitalcorp.cam

Website www liquidcapitaladvancecorp.com

—‘_JJ Versitec Payment Summary Jan29-20.xIsx
28K
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Updated AR statement

1 message

Pia Banister <pia.banister@myliquidcapital.com> Thu, Feb 13, 2020 at 10:59 AM
To: Reuben Byrd <rbyrd@versitecarine.com>, Lance Lockett <llockett@versitecmarine.com>, Jonathan Brindley
<jbrindley@liquidcapitalcorp.com>

Cc: "Brian Gunning (briangunning 1@ gmail.com)" <briangunning 1@gmail.com>

Hi everyone,
Attached is the AR statement as of today.

Thanks
pia

Pla Banister CPA, CMA

Liquid Capital Advance Corp.

Mobile: (4153 892-24 14

f-mail: pbanister@liquidcapitalcorp .com

Website . www _liquidcapitaladvancecorp.com

‘ﬂj Versitec AR Feb13-20.xlIsx
20K
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LIQUID
CAPITAL Jonathan Brindley <jonathan.brindiey @myliquidcapital.com>

FIEE NG AN

‘ LINED 2000

Avin pymt rec'd

1 message

Pia Banister <pia.banister@myliquidcapital.com> Thu, Feb 13, 2020 at 11:29 AM
Jo: Jonathan Brindley <jbrindley@liquidcapitalcorp.com>, "Brian Gunning (briangunning1@gmail.com)"
<briangunningl@gmail.com>

Cc: Reuben Byrd <rbyrd@versitecmarine.com>

Hi Brian
Alftached 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. I've attached the document showing the application.

Thanks
Pia

Pa Banister CPA, CMA

Liquid Capital Advance Corp.

KMobile: (4167 892-2414

E-mail: pbanister@liquidcapitalcorp com

Website www liquidcapitaladvancecorp. com

2 attachments

"~ Screen Shot 2020-02-13 at 11.25.37 AM.png
© 57K

ﬂ Chargeback #18 1635536 Ontario Inc. (#4822) CDN Oct4-19.xIsx
— 26K
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LIQUID
y CAPITA Jonathan Brindley <jonathan.brindley@myliquidcapital com>

. SIS (RO AL SRt ey

o LINCE 0000

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 <irizopulos@liquidcapitalcom.com>

Hi Reuben + Brian
Further to our account review call this morming please provide the following items:

) Latest detailed AR for Versitec CDN + Versitec USA (in excel formatie QB download)
} Copy of revised GREAT LAKES DREDGE & DOCK, LLC inv for US$35,000

} Copy of Blue Ship remittance for Euros 9,257

4) Latest Financial statements YTD Jan 2020 for Versitec CDN + Versitec USA

1
2
3

¢ P&L

« Balance Sheet
« AR summary
¢ 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: 416-727-4521

Toll Free: 1-800-778-0133

Fax: 289-201-0178

S DT wik:

Emaii.
Vv o dezp: talad

LIQUID
CAPITAL

FINANCING SUCCESS

VENCHCOI. G

{1 vou do notwish v receive future sommercial electronic messages from Liguid Capital, please reply ro thiserail and type "REMOVE" in the subjeci line
b i J )

—‘_Jj Versitec AR Feb13-20 with JB edits + ship arrests.xlsx
22K
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LIQUID
CF{A}P(TA(L Jonathan Brindley <jonathan brindley@myliquidcapital.com>
. E]me. © o

RE: Versitec + Eastern Med AR = Euros 29,754 as at Feb 25,2020
1 massags
Reuben Byrd <royrd@versitacmarine.com> Wed, Feb 26,2020 at 1025 AM

To: Jonathan Brindley <jbrindley@liquidcapitalcorp. corm>
Ce: Brian Gunning <briangunningt @gmail.com>, Pia Banister <pbanister@liquideapitalcorp.com=

Johnathan those payments wera made to Liquid capital not us and you used the money to pay sorre cther invoice we have discuss and sonfirmed this for
saveral months

Reuben Byrd
CEO Global &

arations

Phone: (716) 665-C142
North America Toll Free: (685) 357-3257 Ext 244
Mobile: /5611 526-5432

B-rrail

STHRN TUBE SEAL EXPERTS

-------- Criginal message
From: Jonathan Brindey <jin '
Cate 2/26/20 10:22 AM (GMT-(6. 01
To. Reuben Byrd <l REHE
Cc: Brien Gunning
Subyect Versitae + Eastern Med AR

NUSYAMEY fg

=, Pia Banistar <jdarsts
uros 29,754 as atFeb 25,2020

Jeapitateirp, sone

Hi Reuten

We currently have 4 unpaid Eastern Med invoices in our system totaling Eurcs 28,754, This includas three invoices (216033, 219132,2191371 which were
already paid to Versitec but not remitted to Liquid Capital We need to get all these 4 invoices clearad irom this next Easter Mad paymant

Pleass confirm what your racords are showing as owing and how much Eastern Med is planning to pay. We understand that there are additional invoices /
shipments to Easter Med .
COnce wa have this information then we can confirm with Eastern Med how much needs to be paid directly to Liquid Capital

Eastern Mediterranean Maritime Ltd, 42,142.87 - 11,630.59

Invoice# Invoice Date Funded Date Batch# Invoice Amount Balance Euro Amount Ship Name
218033 2019-08-1¢  2019-09-12 10048 13,685.98 : €.668.75 MV Sea Guardian
219132 2019-06-1%  2019-06-13 10048 7,558.07 5,333.00 MV Sirine
219137 2019-07-0&  2019-056-13 10048 G,264.23 5,513.00 MV Pretty Lady
219216  2019-10-24 2019-11-08 10053 11,630.59 3,205.00 MT Hydra

29,754.75

Jonathan Brindiey CPA CA
Liguid Capital Advance Corp.
Tel 416.727-4521

To#f Free: 1-800-773.0133

Fax: 263-201-0178

Emad pondteyElio
W Hig ideapitels

E L0
M. com

LIQUID
CAPITAL

FINANZING SUCCESS

Iy e de ot sl 1o rezave luture sommar el elontronic ynzseages from Cigdd Cgital, pleaze reply o hiv omml @nd pe "REMOVEY In the rigf oot hns
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T P B iU S Jonathan Brindley <jonathan.brindley@myliquidcapital.com>
RURTRHN TSR LINET om0

Re: Avin pymt rec'd

1 message
Brian Gunning <briangunning1@gmail.com> Fri, Feb 14, 2020 at 10:26 AM

To: Pia Banister <pia.banister@mylicuidcapital.com>
Cc: Jonathan Brindley <jbrindley@liquidcapitalcorp.com>, Reuben Byrd <rbyrd@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 October 1, 2019 but the screenshot
shows Client Collections of 13,943.20. is there another paymentincluded in the $22,004.96?

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

On Thu, Feb 13, 2020 at 11:29 AM Pia Banister <pia.banister@@myliquidcapital.com> wrote:
Hi Brian
Attached is the screen shot showing the Avin pymt on Oct1 - batch #1589

| was mistaken - the pymt came in with the Sia RIX payment but the Avin funds were allocaled 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} 892-2414

Email: pbanister@liquidcapitatoorp com

Website: www liquidcapitaladvancecorp. 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 $1,356. The instalment planis
as follows:

on October 30, 2020;

on November 30, 2020;
on December 31, 2020;
on January 29, 2021; and
on February 26, 2020.

® o0 ow

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.
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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:

s@,%\

Reuben Byrd

Q”.

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

252



253

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 Jjustice {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,

me a0 oo

2. The Corporate Defendant will pay to the Plaintiff $5,000 in general damages in equal instaliments
of 51,000 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 instaliments 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 full 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. Mis 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 Septembeér, 2020.

The Corporate Defendant per:

e 3302, SD1)

Reuben Byrd

= Vo >
o

David Taylor

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. 1:120-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:

¢ On or 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);

e On or before September 15, 2020, the Versitec Parties shall 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

¢ On or before October 15, 2020, the Versitec Parties shall deliver to Conneaut
Creek’s counsel’s trust account the remainder of the Settlement Sum.

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 of the Settlement Sum, Conneaut Creek, 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

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 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
aschwartz@homerbonner.com

If to Versitec:

Michael J. Valente

Scarfone Hawkins LLP

One James Street South, 14™ Floor
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, Unit J2
Barrie, ON L4N 5R7
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Canada
johnmorgan.morgantrustees.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) 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 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]




CONNEAUT CREEK:

Conneaut Creek Ship Repair, Inc.

o Pl JC—

THE VERSITEC PARTIES:

1635536 Ontario Inc.

By:

Vers@arine Services, Inc
By: > }&Q'J-’%gj_)\ﬂvﬂr““

Morgan & Partners, Inc.

By:
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Date: 08/14/2020

Date:

Date: 8) \ \/U('\ K2OXT

Date:




UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

CONNEAUT CREEK SHIP REPAIR, INC.,
Plaintiff, CASENO. 1:20-CV-03435-RA

vS.

VERSITEC MARINE SERVICES, INC.,,
d/b/fa 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 I, 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”™). Rt

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:
¢ On or 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

Creck’s counsel’s trust account thisty-p minimum of twenty thousand U.S. dollarsand

no cents ($220,000.00 USD); and

¢ On or before October 15, 2020, the Versitec Parties shall deliver to Conneaut
Geddsaousd stnstaoournitvenyheenpicdroffeSamaiSunte sreSd-dusncroarSRonui-S)

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 Creck’s Waiver And Release Of The Versitec Parties. Upon full -

pavment of the Settlementt Sum, Conneaut Creek, herebs-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 * g B
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.

S. The Versitec Partics’ Waiver And Release Of Conneaut Creek. The Versitec el

Parties, for themselves and their successors, 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 k.
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 settied, 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 wrilten agreements, negotiations, discussions, understandings, S
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 k

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

[fto Versitec:

Michaet 1, Valente

Scarfone Hawkins LLP

One James Sireet South. 14™ Floor
Hamilton, ON L8P 4R35
mvalente@shlaw.ca

If to Versitec Marine:

Michael J. Valenie

Scarfone Hawkins LLP

One James Sireet South. 14™ Floor
Hamilton, ON LEP 4R3

Canada

mvalentei@shlaw.ca

If to the Receiver:

John Morgan

Morean & Parters Inc.

4 Cedar Pointe Drive, UnitJ2
Barrie, ON L4N 3R7
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Canada

iohnmorgan.morgantrusices.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, cxcept 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 Agrecment.

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 statemnents expressly set forth in this Agreement; and

(h) that they believe there are no other facts or representation that would, if known, change - o

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 - L
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, IR

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 WHEREOQF, 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:

Conncaut Creek Ship Repair, Inc.

By: Date:

THE VERSITEC PARTIES:

1635536 Ontario Inc.

By: Date:

Versitec Marine Services, Inc.

By: Date:

:irgan&Partners, Inc. Z _ 42030 Co
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

CONNEAUT CREEK SHIP REPAIR, INC.,
Plaintiff, . CASENO. 1:20-CV-03435-RA

VS.

VERSITEC MARINE & INDUSTRIAL,

Defendant.

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.

By:

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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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

CONNEAUT CREEK SHIP REPAIR, INC.,

Plaintiff,

VS.

VERSITEC MARINE & INDUSTRIAL,

Detendant.
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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




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 MS5SE 1M2
Tel: 416.981.9430

Fax: 416.981.0060
www.laishleyreed.com

g% 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
immedioately 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@Ilaishleyreed.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:

» 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:

o Any of the Receiver’s activities not specifically set out in the First Report;
o Any payments made by the Debtors, authorized by the Receiver or made by the Receiver in connection
with, or during the period of, MP!’s appointment as Receiver of the Debtors, regardiess of whether
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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 MP! 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;

+ If any (a) fees or expenses incurred by MP} or (b) payments as above, are determined by agreement between
LCX and MP1, 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 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.

¢ 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:

¢ 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:

o Any of the Receiver’s activities not specifically set out in the First Report;

o 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 MP1 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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+ If any (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 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 Ontarioc Regional Law Firm by Canadian Lawyer

151 Yonge Street, Suite 1500
Toronto ON M5C 2wW7
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 uniawful.

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: MPI Fee Agreement June 15 2021 .revised4.docx

This is an external email.
Stewart,

Sorry, please use this one. | miss-spelied 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 1. Ho
Laishley|Reed LLP

3 Church Street, Suite 505
Toronto, ON M5E 1M2
Tel: 416.981.9430

Fax: 416.981.0060
www.laishleyreed.com

@ Piease do not print this e-mail unless you really need to - think green!

This communication, including any attachments, is strictly privileged ond 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 ond destroy all copies of this communication
immediately following. Any unauthorized use or disclosure of this email, including any ottachments, is prohibited.

From: Calvin Ho

Sent: June 15, 2021 2:41 PM

To: 'Stewart Thom' <sthom@torkinmanes.com>
Subject: RE: Fee Agreement

Ok, | 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 514k, which was considered excessive, of which John paid him $5k.

For para. 1(b), t 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). 1 am around this aft if you want to discuss.



280
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

@éﬁ% 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 oddressed. If you have received this communication in error, please odvise 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) 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;

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

Onjun 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 }. Ho
Laishley|Reed LLP

3 Church Street, Suite 505
Toronto, ON M5E 1M2
Tel: 416.981.9430

Fax: 416.981.0060
www.laishleyreed.com

t g Please do not print this e-mail uniess you really need to - think greent
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
odvise the sender by response email and destroy oll 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
VGard

Torkin Manes LLP

Barristers & Solicitors

et the 981

151 Yonge Street, Suite 1500
Toronto ON M5C 2W7

An international member of Ally Law

This email message, and any attachments, is intended only for the named recipieni(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.

Gisclaimer




282

<MMPI Fee Agreement June 15 2021 .revised2.docx>



283

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 1. Ho
Laishley|Reed LLP

3 Church Street, Suite 505
Toronto, ON M5E 1M2
Tel: 416.981.9430

Fax: 416.981.0060
www.laishleyreed.com

@% Piease do not print this e-mail unless you really need to - think green!

This communication, including any attachments, is strictly privileged ond 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 emuail and destroy oll copies of this communication
immediately following. Any unauthorized use or disclosure of this emoil, including any attachments, is prohibited.
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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

Jonathan Brindley CPA CA
Liquid Capital Advance Corp.
Tel: 416-727-4521

Toli Free: 1-800-778-0133

Fax: 289-201-0178

Email: jbrindiey@liguidcapitalcorp.com
www.liguidcapitaladvancecorp.com

T vordo ot wish o reverve futyre comimercral electronic miessages from Liquid Capital. please reply to this emad and type "REMONE in the subject Tine

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
Tek: 416-777-5197
Fax: 1-877-689-3872

Torkin Manes LLLP

Barristers & Solicitors

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@laishleyreed.com>
Sent: fune 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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AGREEMENT RESPECTING FEES

LIQUID CAPITAL EXCHANGE CORP.
and

MORGAN & PARTNERS INC.

I RECITALS:

Whereas:

(@)

(b)

(d)

©

Liguid Capital Exchange Corp. (“LCX) is the Applicant creditor in Court File No.
CV-20-00637427-00CL (the “Application™)

163556 Ontario Inc. o/a Versitee 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™):

Pursuant to the March 9, 2020 Order of Justice Gilmore issued in the Application
(the “Appointment Order”), Morgan & Partners Inc. (“MPI” or the “Receiver”) was
appointed as Receiver of such assets and undertakings of Versitec as are set out
more particularly in the Appointment Order;

On February 12, 2021, Justice Koehnen issued an Order in the Application
appointing BDO Canada Limited as Substitute Receiver (the “Substitute Receiver™)
over the assets and undertakings of Versitec (the “Substitution Order™);

Pursuant to an Order issued on May 4, 2021, the Court approved of and authorized
the sale of certain assets of Versitec pursuant to the terms of an Asset Purchase
Agreement entered into between the Substitute Receiver and the purchaser of the
assets of Versitec, Crug Lid. (the “Transaction™);

Other than the proceeds available as a result of the Transaction, it is not anticipated
that any further realizations from the assets of Versitec will be achieved, or will
result in additional funds being available for distribution to creditors of Versitec;

LCX is the senior ranking general secured creditor of Versitec subject only to:
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(i) 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™);

Realizations upon the assets of Versitec will not result in funds being available for
distribution to LCX in an amount sufficient to fully repay the Indebtedness owed
to LCX by Versitec (the remaining balance of the Indebtedness after deduction of
the amounts received from such distribution being, the “Shortfall Amount™) ;

LCX holds certain security and guarantees (collectively, the “Guarantees™) of the
Indebtedness of Versitec to LCX. LCX intends to commence or continue legal
proceedings to enforce the terms of the Guarantees and related security (the
“Guarantor Proceedings”) and recover additional funds on account of the
Indebtedness;

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™);

MPT 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

MP1 denies that it is liable to LCX for damages as Receiver of Versitec, and makes
no admission of liability in respect of the Claims;

To date MPI has received the sum of $27,500 + HST $3,575 (+ distribution of
$5,000 payable to Florian Meyer) in connection with fees and disbursements
incurred while acting as Receiver of Versitec (the “Transferred Fees™). MPI
further asserts a claim for additional outstanding fees and disbursements in the total
amount of $80,700.61, inclusive of HST (the “Unpaid Fees™);

In addition to the Unpaid Fees, fees and disbursements of counsel to the Receiver
are claimed in the amount of $13,000 + HST $1,690 (“Counsel Fees™);

Having regard to the Claims of LCX, the Receiver and LCX have reached terms of
agreement as to the treatment of Unpaid Fees, Transferred Fees and Counsel Fees.
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NOW THEREFORE THE UNDERSIGNED PARTIES AGREE AS FOLLOWS:

(a)

()

{e)

()

The Receiver/MPI hereby waives and releases any and all rights, priorities, benefits
or entitlements conferred upon the Receiver by Receiver’s Charge in relation to all
Unpaid Fees and furthermore subordinates and postpones any and all security
interest conferred to the Receiver by the Receiver’s Charge to the security interest
of LCX;

The Receiver will not, in the Application or any other legal proceeding, seek
approval of, or request payment of, any Unpaid Fees;

The Receiver shall be entitled to request that the Court approve fees of the Receiver
in an amount equal to the Transferred Fees only;

The Receiver shall be entitled to request Court approval of Counsel Fees in the
amount equal to, but not exceeding. the amount herein stated for same;

LCX shall make best efforts to recover the Shortfall Amount through the Guarantor
Proceedings;

In the event that LCX is able to recover the Shortfall Amount in full, LCX shall pay
to MPI compensation for Unpaid Fees in the sum of $30,000 in consideration for
the concessions made by MPI pursuant to this Agreement;

LCX shall have no obligation to pay to MPI any amounts for Unpaid Fees or any
other fees and/or expenses incurred by MPI or its counsel except in the
circumstances provided for at 2(f) herein;

LCX shall not commence any proceeding against MPI for recovery of damages
alleged to have been suffered by LCX as a result of or in relation to any Claims, or
any other matter in relation to the Application, unless and until:

{1 the Guarantor Proceedings have each been concluded by final judgment or
settlement; and

(ii) LCX believes, on reasonable grounds, that it will be unable to fully recover
the Shortfall Amount from the guarantors and/or through realization upon
any related guarantor security,

The parties hereto consent and agree to the suspension of the time period within
which a legal proceeding must be commenced by LCX against MPI as provided for
under the Limitations Acr, 2002 in respect of any Claims until such time as the
conditions set out at 2(h), herein have been satisfied at which time LCX shall notify
MPI in writing of such occurrence and the limitation period shall resume running
as of the date of such occurrence;

MPT consents and agrees 1o the distribution any and all remaining funds available
for distribution to LCX as determined by the Substitute Receiver and as set out in
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the Third Report of the Substitute Receiver dated June 15, 2021 filed in the
Application.

THE UNDERSIGNED PARTIES CONSENT AND AGREE to the terms set out herein this
15 day of June, 2021.

LIQUID CAPITAL EXCHANGE CORP

e (0]

Nafne: ”3' [E‘;f?r__(‘(w P%y

Title:  pPaiweits

[ have the authority to bind LCX
MORGAN & PARTNERS INC.

Per:

Name: F psps MOV G A
Title: 7RESI DEAT
[ have the authority to bind MPI

24002.0329/26216089 .1



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
0. 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.5.0. 1990, c. C.43 AS AMENDED

FOURTH REPORT TO THE COURT
SUBMITTED BY BDO CANADA LIMITED
INITS 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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For the reasons above, the Receiver supports LCX’s request for an order authorizing
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.5.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 Atotal 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

s 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.

Receipts & Disbursements

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.5.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

o $81,000 USD from the Receiver on June 23, 2021.

A summary of the outstanding current balances is as follows:

P
Net Funds enalty for Enforcement Total Balance
AC#  Currency Emploved funds Accrued Fees Costs (1) owin
pioy misdirected &
4822 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
M :FX rate US
emo: 1A rate 1.26 FX rate Nov 11 Total Stated in CON  $776,616.03
toCDN S
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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

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.

10
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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.S5.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

5.1.1

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) approving this Fourth Report and the actions of the Receiver described
herein;
b) 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;

d) 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

e) 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 VM! 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

S 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 A-B

(@]
H

-$  26,933.00
-S  78,750.33
-$  65,058.26

- 170,741.59 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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