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Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:
8527504 CANADA INC.

Applicant
-and -

SUN PAC FOODS LIMITED
Respondent

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

NOTICE OF APPLICATION
TO THE RESPONDENT

A LEGAL PROCEEDING HAS BEEN COMMENCED by the Applicant. The Claim
made by the Applicant appears on the following pages.

THIS APPLICATION will come on for a hearing before a Judge presiding over the
Commercial List on Tuesday, the 12" day of November, 2013 at 2:00 p.m., at 330 University
Avenue, Toronto, Ontario.

IF YOU WISH TO OPPOSE THIS APPLICATION, you or an Ontario lawyer acting
for you must forthwith prepare a Notice of Appearance in Form 38C prescribed by the Rules of
Civil Procedure, serve it on the Applicant's lawyer or, where the Applicant does not have a
lawyer, serve it on the Applicant, and file it, with proof of service, in this court office, and you or
your lawyer must appear at the hearing.

IF YOU WISH TO PRESENT AFFIDAVIT OR OTHER DOCUMENTARY
EVIDENCE TO THE COURT OR TO EXAMINE OR CROSS-EXAMINE WITNESSES
ON THE APPLICATION, you or your lawyer must, in addition to serving your Notice of
Appearance, serve a copy of the evidence on the Applicant's lawyer or, where the Applicant does
not have a lawyer, serve it on the Applicant, and file it, with proof of service, in the court office
where the application is to be heard as soon as possible, but not later than two days before the
hearing.
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IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE GIVEN
IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. If you wish to
oppose this Application but are unable to pay legal fees, legal aid may be available to you by
contacting a local Legal Aid office.

Date: November 12, 2013 Issued by:

Local Registrar

Address of Court Office:
330 University Avenue
Toronto, Ontario
MSG1T3

TO: SUN PACFOODS LIMITED
10 Sun Pac Boulevard
Brampton, Ontario
L6S 4R5
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APPLICATION

1. The Applicant, 8527504 Canada Inc. (“852"), makes an application for an order:

(a)

(b)

(c)

validating service of this Notice of Application and the Application Record in the
manner effected, abridging the time for service thereof (if necessary), and

dispensing with service thereof on any party other than the parties served,;

substantially in the form included in the Application Record, appointing BDO
Canada Limited (“BDO”) as receiver of the property, assets and undertakings of

Sun Pac Foods Limited (“Sun Pac™); and

such further and other relief as this Honourable Court may deem just,

The grounds for the application are:

The Parties

(@)

(b)

Doc#2860715v1

852 is a company related to Bridging Capital Inc. (“Bridging Capital”). Bridging
Capital is a privately held Canadian company that provides middle-market Canadian

companies with alternative financing options to those offered by traditional lenders.

Sun Pac is a privately-owned Canadian manufacturer of private label and branded
beverage products, including juices, natural teas, sports drinks, juice concentrates,
frozen juices and other beverage products. The company also manufactures croutons
and bread crumbs under the ‘McDowell Ovens’ banner and private label brands
owned by various large Canadian retailers. Sun Pac products are distributed

throughout North America.



()

(d)

(e)

&y

Sun Pac 1s headquartered in a 355,000 square foot facility at 10 Sun Pac Boulevard,
Brampton, Ontario (the “Brampton Property”), housing production as well as
refrigerated, frozen and dry warechousing. The Brampton Property is leased from

Menkes GTA Holdings Inc. (the “Landlord™),

In November 2011, Sun Pac was acquired by Liquibrands Inc. (“Ligquibrands”), a
private investment firm owned by Csaba Reider, at which time Mr. Reider became

President and Chief Executive Officer of Sun Pac.

According to information provided by Sun Pac to 852, Sun Pac had approximately
52 employees until last week when, as described below, it appears to have

terminated almost all of its employees. None of the employees are unionized.

The payroll of Sun Pac has been administered by ADP, and according to information

provided by Sun Pac to 8§52, source deductions are current.

The Original Loans

(2)

(h)

Doc#2860715v1

Pursuant to an Amended and Restated Letter Agreement accepted by Sun Pac and
Liquibrands on January 18, 2013 (the “Loan Agreement”), Bridging Capital
provided credit facilities to Sun Pac (the “Original Loans™) which were payable on
demand and secured by, among other things, a General Security Agreement dated
October 1, 2012. Liquibrands agreed to be jointly and severally liable for repayment

of the Original Loans,

The Original Loans were assigned by Bridging Capital to 852 in May 2013.



Default Under the Original Loans

(D)

On September 5, 2013, Sun Pac was notified by 852 that it was in default under the
Original Loans. 852 declared the entire amount of the indebtedness of Sun Pac to be
immediately due and payable, and enclosed a Notice of Intention to Enforce Security
against Sun Pac pursuant to section 244(1) of the Bankruprcy and Insolvency Act

(the “BIA”).

Forbearance Agreement

0

At the request of Sun Pac and Liquibrands, the parties entered into a Forbearance
Agreement as of September 11, 2013 (the “Forbearance Agreement”), pursuant to

which, among other things':

1. Sun Pac acknowledged that as of the close of business on September 4, 2013, the
aggregate amount owing to 852 under the Loan Agreement was $3,950,039.57

{for principal and interest plus costs).

2. Sun Pac acknowledged and agreed that it was in default of its obligations

contained in the Loan Agreement,

3. 852 agreed not to take any steps to enforce any of the Loan Agreement or the
Security, on terms set out in the Forbearance Agreement, prior to the earlier of

(a) December 9, 2013; or (b) the occurrence of an Event of Default.

' Capitalized terms used in this section and not defined are used as defined in the Forbearance Agreement.

Doc#2860715v1



4. 852 agreed to extend certain additional demand credit facilities on terms and
conditions as set out therein, which were to be repaid in full on the earlier of (a)
the Forbearance Termination Date; (b) the sale of the Breadcrumbs Division;

and (¢) demand being made by 852.

5. Sun Pac and Liquibrands agreed to diligently proceed with the marketing and
sale of the Breadcrumbs Division on terms and conditions as set out in the

Forbearance Agreement.

6. The parties agreed that any one or more of the following events (among others)

shall constitute an event of default under the Forbearance Agreement:

i.  the non-payment when due of any principal, interest or other amounts

payable by Sun Pac to 852;

it. a default or breach of any obligation, promise, covenant, term or
condition under the Forbearance Agreement, the Loan Agreement or the

Security;

il if Sun Pac failed to meet any of the following Sale Milestones in respect

of the Breadcrumbs Diviston:

» delivery to 852 of a binding sale agreement for the sale of the
Breadcrumbs Division, that is acceptable to 852 in its sole and

absolute discretion, by November 6, 2013; and

Doc#2860716v1



«  Completion of the sale of the Breadcrumbs Division and payment to

852 by December 6, 2013.

iv.  if Sun Pac ceased or threatened to cease carrying on business in the

ordinary course.

7. Sun Pac agreed that in addition to 852°s rights and remedies available under the
Loan Agreement, the Security and the Forbearance Agreement, upon the

occurrence of an Event of Default:

i.  the balance owing to 852 shall, at the option of 852, become immediately

due and payable; and

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

manager of the Obligors’ respective property, assets and undertaking,

8. Sun Pac and Liquibrands each irrevocably consented to the making of a
bankruptcy order and the private or court appointment of a receiver or receiver
and manager in respect of any or all of their property or assets upon the

occurrence of an Event of Default,

Doc#2860715v1



Default Under the Forbearance Agreement

(k)

&

(m)

By letter dated October 10, 2013, 852°s lawyers notified Sun Pac of 852’s serious
concerns as set out therein, and that in light of the foregoing, 852 determined that
there had been a material deterioration in the prospects and financial condition of
Sun Pac. Accordingly, pursuant to its rights under the Loan Agreement and the
Forbearance Agreement, 852 notified Sun Pac that it would not be making any
Facility D advances to Sun Pac and that the Facility D availability was thereby

terminated.

Sun Pac and Liquibrands failed to deliver by November 6, 2013 a binding agreement
for the sale of the Breaderumbs Division. This alone constituted an Event of Default

under the Forbearance Agreement.

It appears that Sun Pac’s operations were shut down on November 7, 2013, at which

time all but a few employees were terminated.

Other Creditors

(n)

(0)

Coc#2860715v1

The only secured creditors of Sun Pac appear to be 852, Liquibrands and the

Landlord.

The Landlord has agreed, among other things, that it waives, releases and postpones
in favour of Bridging Capital or its assigns for as fong as they hold a security interest

in the property of Sun Pac.



(P

()

According to information provided by Sun Pac to 852, Sun Pac is in arrears of its
rent payments owed to the Landlord for the months of October and November 2013

in the total amount of approximately $447,490.

Also according to information provided by Sun Pac to 852, Sun Pac is current in its

remitting of HST and source deductions.

It Is Just and Convenient to Appoint a Receiver

(r)

(s)

®

(u)

W)

Doci#t28607 15v1

Sun Pac is in default of its obligations to 852, it appears to have ceased operating
and it has previously consented to the appointment of a receiver by the Court in the

event of a default.

852 1s the stakeholder with the largest economic interest in the property of Sun Pac.

852 believes that it is in the best interests of 852 and Sun Pac’s other stakeholders
that a receiver be appointed immediately in order to, among other things, assess
whether to resume some or all of its operations and carry out a sale process with a
view to maximizing value for Sun Pac’s stakeholders. 852 is prepared to advance

funds to a court-appointed receiver for that purpose.

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

appointment.

Section 101 of the Courts of Justice Act, R.S.0., ¢. C.43, as amended, and Section

243 of the BIA.




10

(w)  Such further and other grounds as counsel may advise and this Honourable Court

permits.
3. The following documentary evidence will be used at the hearing of the application:
(a) The Affidavit of Len Kofman sworn November 12, 2013;
(b) Consent of BDO; and

(c) Such further and other evidence as counsel may advise and this Honourable Court

permits.

Date: November 12, 2013
CHAITONS LLP

5000 Yonge Street, 10" Floor
Toronto, Ontario
M2N 7E9

George Benchetrit (LSUC #34163H)
Tel: 416-218-1141
Fax: 416-218-1841

Lawyers for the Applicant
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Court File No.
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCTAL LIST
BETWEEN:
8527504 CANADA INC.
Applicant
-and -
SUN PAC FOODS LIMITED

Respondent

APPLICATION UNDER Section 243 of the Bankruptcy and Insolvency Act, R.S.C 1983, ¢. B-3,
and Section 101 of the Courts of Justice Act, R.S.0. 1990, c. C.43.

AFFIDAVIT OF LEN KOFMAN

I, LEN KOFMAN, of the City of Vaughan, in the Province of Ontario, DO HEREBY

MAKE OATH AND SAY AS FOLLOWS:

1. I am a Director with Bridging Capital Inc. (“Bridging Capital™), an affiliate of the
Applicant, 8527504 Canada Inc. (“852”), and in such capacity I am familiar with the loan
account of the Respondent, Sun Pac Foods Limited (“Sun Pac™). The facts set forth herein are
within my personal knowledge or determined from the face of the documents attached hereto as
exhibits and from information and advice provided to me from others. Where I have relied upon

such information and advice [ verily believe it to be true.

2. I swear this affidavit in support of an application by 852 for an order appointing BDO

Canada Limited (“BDO”) as receiver of the property, assets and undertaking of Sun Pac.

Doc#z2859274v2



The Applicant

3. 852 is a company related to Bridging Capital. Bridging Capital is a privately held
Canadian company that provides middle-market Canadian companies with alternative financing

options to those offered by traditional lenders.

Sun Pac Foods Limited

4. Sun Pac is a privately-owned Canadian manufacturer of private label and branded
beverage products, including juices, natural teas, sports drinks, juice concentrates, frozen juices
and other beverage products. The company also manufactures croutons and bread crumbs under
the ‘McDowell Ovens’ banner and private label brands owned by various large Canadian

retailers. Sun Pac products are distributed throughout North America.

5. Sun Pac is headquartered in a 355,000 square foot facility at 10 Sun Pac Boulevard,
Brampton, Ontario (the “Brampton Property”), housing production as well as refrigerated,
frozen and dry warehousing. The Brampton Property is leased from Menkes GTA Holdings Inc.

(the “Landlord™).

6. In November 2011, Sun Pac was acquired by Liquibrands Inc. (“Liquibrands™), a
private investment firm owned by Csaba Reider, at which time Mr. Reider became President and

Chief Executive Officer of Sun Pac.

7. According to information provided by Sun Pac to 852, Sun Pac had approximately 52
employees until last week when, as described below, it appears to have terminated almost all of

its employees. None of the employees are unionized.

Doc#2859274v2



(8]

8. The payroll of Sun Pac has been administered by ADP, and according to information

provided by Sun Pac to 852, source deductions are current.
The Original Loans

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

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

(a) a demand revolving loan of up to $5 million, which could be increased to up to $7

mtllion, based on a specific lending formula (the “Facility A Loan™); and

(b) a demand revolving loan in the amount of the lesser of (1) $2.25 million and (ii)
90% of the appraised amount of Sun Pac’s machinery and equipment pursuant to

an appraisal repZ)Fi satisfactory to Bridging Capital (the “Facility B Loan™).
Attached hereto as Exhibit “A” is a copy of the Loan Agreement,

10. Pursuant to the Loan Agreement, the Original Loans were payable on demand and
secured by, among other things, a General Security Agreement dated October 1, 2012, a copy of

which is attached hereto as Exhibit “B”, and other security as specified therein (the “Security™).

11, Also pursuant to the Loan Agreement, Liquibrands agreed to be jointly and severally

liable for repayment of the Original Loans.

12, The Original Loans were assigned by Bridging Capital to 852 in May 2013.
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Default Under the Original Loans

13. By letter from 852°s lawyers dated September 5, 2013, a copy of which is attached hereto

as Exhibit “C”, Sun Pac was notified that it was in default under the Original Loans.

14, The aforesaid letter also indicated that 852 declared the entire amount of the indebtedness
of Sun Pac to be immediately due and payable, and enclosed a Notice of Intention to Enforce

Security against Sun Pac pursuant to section 244(1) of the Bankruptcy and Insolvency Act

(Canada) (the “BIA™).
Forbearance Agreement

15. At the request of Sun Pac and Liquibrands, the parties entered into a Forbearance
Agreement as of September 11, 2013, a copy of which is attached hereto as Exhibit “D” (the

“Forbearance Agreement”), pursuant to which they agreed, among other things, as follows':

Acknowledgments

Liability — Sun Pac acknowledged that as of the close of business on September 4, 2013,
the aggregate amount owing to 852 under the Loan Agreement was $3,950,039.57 (for
principal and interest plus costs).

Default — Sun Pac acknowledged and agreed that it was in default of its obligations
contained in the Loan Agreement.

Forbearance

852 agreed not to take any steps to enforce any of the Loan Agreement or the Security, on
terms set out in the Forbearance Agreement, prior to the earlier of (a) December 9, 2013;
or (b) the occurrence of an Event of Default.

" All defined terms not defined in this affidavit are used as defined in the Forbearance Agreement.

Doc#2859274v2



Credit Facilities

852 agreed, on terms and conditions as set out therein, to extend the following additional
demand credit facilities which were deemed to amend, mutatis mutandis, the terms of the
Loan Agreement (the credit facilities referred to in the Loan Agreement, as amended, are
hereinafter referred to as the "Credit Facilities"):

¢ ademand non-revolving loan of $500,000 (the “Facility C Loan”); and

®» a demand non-revolving loan in the amount of up to 2 times EBITDA of the
Breadrumbs Division, as determined by BDO Canada Transaction Advisory Services
Inc. in its report to Sun Pac and 852 in its sole discretion, less the aggregate amount
advanced to Sun Pac under the Facility C Loan (the “Facility D Loan”).

Without limiting the right of 852 to demand repayment at any time, the Facility C Loan
and the Facility D Loan shall be repaid in full on the earlier of (a) the Forbearance
Termination Date; (b) the sale of the Breadcrumbs Division; and (¢) demand being made
by 852.

Covenants and Agreements

Sale of Breaderumbs Division

Sun Pac and Liquibrands agreed to diligently proceed with the marketing and sale of its
croutons and breadcrumbs division that manufactures and produces products under the
McDowell Ovens brand (the “Breadcrumbs Division™) on terms and conditions as set
out in the Forbearance Agreement,

In the event that Sun Pac failed to meet any of the Sale Milestones (as defined below),
Sun Pac undertook to transfer to 852 or its permitted assign all of the property, assets and
undertakings of Sun Pac with respect to the Breaderumbs Division in full satisfaction of
all obligations owing pursuant to the Facility C Loan and the Facility D Loan plus
$10.00.

Default

The Parties agreed that any one or more of the following events (among others) shall
constitute an event of default under the Forbearance Agreement (each an “Event of
Default”):

¢ the non-payment when due of any principal, interest or other amounts payable by
Sun Pac to 852;

o a default or breach of any obligation, promise, covenant, term or condition under
the Forbearance Agreement, the Loan Agreement or the Security;

e if Sun Pac failed to meet any of the following milestones in respect of the
marketing and sale of the Breadcrumbs Division (the “Sale Milestones”):

Doc#t2859274v2



Milestone Deadline

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

Completion of the sale of the Breadecrumbs | December 6, 2013
Division and payment to 852 in accordance with
paragraph 20 hercof

if any financial reporting information provided by or on behalf of Sun Pac or
Liquibrands proves to be false, misleading, inaccurate or incorrect in any material
respect, or if there is a material failure to provide 852 with such financial
reporting or other information as they may require from time to time;

if Sun Pac ceased or threatened to cease carrying on business in the ordinary
course; and

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

In addition to 852’s rights and remedies available under the Loan Agreement, the
Security, the Forbearance Agreement, at law or in equity, upon the occurrence of an
Event of Default:

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

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

Consent

Sun Pac and Liquibrands each irrevocably consented to the making of a bankruptey order
and the private or court appointment of a receiver or receiver and manager in respect of
any or all of their property or assets upon the occurrence of an Event of Default,
Attached hereto collectively as Exhibit “E” are copies of Consent forms signed by Sun
Pac and Liquibrands,
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Default Under the Forbearance Agreement

16. By letter dated October 10, 2013, a copy of which is attached hereto as Exhibit “F”,

852’s lawyers notified Sun Pac of 852°s serious concerns as set out therein.

I7. The aforesaid letter also confirmed that in light of the foregoing, 852°s lack of confidence
in management, 852 determined that there had been a material deterioration in the prospects and
financial condition of Sun Pac. Accordingly, pursuant to its rights under the Loan Agreement
and the Forbearance Agreement, 852 notified Sun Pac that it would not be making any Facility D

advances to Sun Pac and that the Facility D availability was thereby terminated.

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

Forbearance Agreement.

19. I am informed by Harvey Chaiton, a partner of Chaitons LLP, that on November 11,
2013, he spoke with James Grout, a partner of Thornton Grout Finnigan LLP, and that Mr. Grout

informed him that:
(a) Mr. Grout was retained by Sun Pac last week; and

(b) Mr., Reider informed Mr. Grout that Sun Pac’s operations were shut down last

Thursday, at which time all but a few employees were terminated.

Attached hereto as Exhibit “G” is a true copy of an email exchange between Mr. Chaiton and

Mr. Grout on November 11, 2013.
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Other Creditors

20. Attached hereto as Exhibit “H” is a copy of a search conducted against Sun Pac under
the Ontario personal property registry, and which discloses that the only secured creditors of Sun

Pac appear to be 852, Liquibrands and the Landlord.

21.  Attached hereto as Exhibit “I” is a copy of an agreement signed by the Landlord in July
2013 pursuant to which the Landlord agreed, among other things, that the Landlord waives,
releases and postpones in favour of Bridging Capital or its assigns for as long as they hold a

security interest in the property of Sun Pac.

22, According to information provided by Sun Pac to 852, Sun Pac is current in its remitting

of HST and source deductions.

23. Also according to information provided by Sun Pac to 852, Sun Pac is in arrears of its
rent payments owed to the Landlord for the months of October and November 2013 in the total

amount of approximately $447.490.

It Is Just and Convenient to Appoint a Receiver

24, Sun Pac is in default of its obligations to 852, it appears to have ceased operating and it

has previously consented to the appointment of a receiver by the Court in the event of a default.

25. 852 is the stakeholder with the largest economic interest in the property of Sun Pac.

26. 852 believes that it is in the best interests of 852 and Sun Pac’s other stakeholders that a
receiver be appointed immediately in order to, among other things, assess whether to resume

some or all of its operations and carry out a sale process with a view to maximizing value for
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Sun Pac’s stakeholders. 852 is prepared to advance funds to a court-appointed receiver for that

purpose.

27. 852 proposes that BDO be appointed as receiver. BDO has agreed to accept the

appointment, and a copy of its consent is attached hereto as Exhibit “J”.

28,  This affidavit is sworn in support of an application by 852 for an order appointing BDO

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

purpose.

SWORN BEFORE ME at the City of
Toronto, it the Province of Ontario,
this 12" day of November, 2013

A

A Commissioner, Etc.

L

“LEN KOFMAN

Mt N M N N N N
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This is Exhibit “A” to the Affidavit of Len Kofman
sworn on November 12, 2013

A Commissioner for the taking of affidavits, etc.



AMENDED AND RESTATED LETTER AGREEMENT
January 17, 2013

Sun Pac Foods Limited
10 Sun Pac Bivd.
Brampton, Ontarlo L68 4R5

Attention: Csaba Reider, President

Pear Mr. Reider:

Re: Bridglng Capital Inc. (the “Lender”) credit facility in favour of Sun Pac Foods Limited (the “Borrower™)

The Lender is pleased to offer the credit, facilities (collectively, the “Freility™) described in this amended and restated lstier
agreement {which, for greater certainty, amends and restates the letter agreentent dated October 1, 2012, among the Lender,
the Botrower and the Guarantor) (the “Agreement”} subject o the terms and conditions set forth herein jneluding, without
limnitation, the satisfactory completion of due diligence. Unless otherwise indlcated, all amounts are expressed in Canadlan
cwrrency. All capifalized terms not otherwise defined in the body of this Agreement shiall have the meanings ascribed
thereto in Schedule *“A”,

Borrower: Sun Pac Foods Limited

Guarantor: Liquibrands Inc. (the “Guarantor”)

Lender: Bridging Capital Inc.

Faellity: {i) Demand revolving loan of up to $5,009,000, baged on the lending formula

described herein (the “Facility A Loan™). The Pacility A Loan may bs
increased to up to $7,000,000 in increments of $1,000,000, provided the
following conditions are met: (a) the lending formula suppors the increased
amount, (b) a 1% commitment fee on the sneremental amowunt is paid prior ©
funding, (¢) two weeks® prior written notice is provided to the Lender together
with payment of the commitment fee on the incremental amount, and (d) the
Facility is not In default. For preater certainty, the maximum amount of the
Facility A Loan at any time shall not exceed $7,000,000.

(§13] Demand non-revoiving loan in the amount of the lesser of (i) $2,250,000 and (ii)
90% of the Equipment Appraisal (the “Facility B Loan").

Purpose: To support the working capital needs of the Borrower.

Term: The earlicr of demand and January 14, 2014 (the “Term™). In the cvent of demand for
repayment prior to the end of the Term in circumstances where an Event of Default has
not oceurred, the Lender shall provide the Bomrower with thirty (30) days® prior written
notice of the required repayment date.

Facility A Loan

Availability: The maximum amount that shall be available under the Facility A Loan at any time and
from time to time will, subject to the maximum amount of $7,000,000, be determined by
the Lender orice each week (or more frequently as determined by the Lender) and will be

linited during such week (or other period as afore said) in accordance with the following
formula (the “Facility A Loan Availability”):

the apgregate ofi
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(i)

i)

(v}

-2.

Accounts Receivable: Up to 90% of the net insured (satisfactory to the Lender)
eligible accounts receivable and up to 90% of the net domestic uninsured eligible
acoolints receivable. The Lender will determine eligibility in ifs reasonable credit
discretion. General eligibility criterie will include the requirement that eligible
accounts receivable be less than 90 days past invoice date but no more than 60
days past due date unless such accounts receivable are insured and in compliance
with the insurance policy terms (maximum 90 days past invoice date) or are
backed by an imevocable letter of credit drawn on a bank acceptable to the
Lender. In addition, eligible accounts will exclude (among other things as
determined by the Lender In its reasonable credit discretion) accounts of an
account debtor if 30% or more of the accounts owing from such account debtor
are past due, any account that is an obligation for which the total unpaid accounts
of the specific account debtor exceed 20% of the aggregate of all gross accounts
as related to eligible accounts receivable, to the extent of such excess, foreign
accounts not backed by letters of credit or acceptable credit insurance, biil and
hold, contras, credits in prior, inter-company receivables and amounts due from
affiliated or associated companies, governments, disputed and doubtful accounts,
progress billings (except where the receivables are insured satisfactory to the
Lender), pre-bllled accounts and other accounts af the Lender’s disoretion, Any
exceptions to the foregoing will be considered by the Lender in its sole discretion
as and when required. The advance rates are subject to a dilution test a3
determined by the Lender, PLUS

Inventory: An amount of up to 75% of: (i) 50% of the cost (being the aggregate of
the supplier's invoice cost of the inventory in question {net of all discounts,
rebates and allowances and excluding all applicable taxes) plus inbound feight
charges; clearing charges and customs duties) of eligible raw materials; and (ii)
up to 91,02% of the cost (being the Borrower's standard manufactering costs for
each product as approved by the Lender in ifs sole discretion for margining
purposes from time to time. Notwithstanding the foregoing, for the purposes of
this section, such cost shall not exceed the agreed upon invoice price (plus buyer
approved changes) for the product in question) of finished poods inventory based
on an independent appraisal by an appraiser acceptable to the Lender over which
the Lender has a valid charge together with appropriate landlord waivers (at the
discretion of the Lender) rounded to the nearest percentage. The Lender will
determine eligibility in its reasonable credit discretion. Eligible inventory criteria
shall not include inventory that is unsaleable, slow moving, damaged or obsolete,
work-in-process, packaging, inventory to be shipped to foreipn subsidiaries,
consigned, rental in nature, used, or held offsite {except in a situation where
satisfactory landlord walver/bailee letter is received that includes confirmation of
no-offset of payables due the vendor) or outside Canada all as determined by the
Lender in its discretion. Final inventory advance rates, eligibility and reserves
will be determined by the Lender in its discretion based in part on the independent
appraisal report findings together with the pre-closing field examination end may
be changed from time to time by the Lender In its discretion based in part on any
updated independent appraisals; LESS

the amount of the Pacility A Loan (including principal, interest and costs) then
outstending, together with all amounts owing by the Borrower to the Lender
under this Agreement or under any other agreement or instrement; LESS

reserves, determined by the Lender in ifs sole discretion, in respect of actual
and/or potential Priority Claims and/or Statutory Encumbrances liquidation
expenses and any ofher reserves, determined from time to fime by the Lender in
its sole discretion.



Fachlity A Loan
Advances:

Facility & Loan
Advances:

Interest Rate
and Fees:
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On a Business Day in cach week as determined by the Lender (the “Report Day”), prior
to 1:00 pm. ET, the Borrower will provide a report (a “Weekly Borrowing Base
Report”) to the Lender (in such form as the Lender shall reasonably require) providing,
as at the end of the preceding week, a listing of all of the Borrower's accounts
receivable, accounts payable, finished goods inventory, raw material inventory, work in
progress, Inventory in transit, details of any then existing or potential Pricrity Claims,
the amount of the requested Facility advance to be mads hereunder for the week, and
any other information that may be reasonably required by the Lender. The Lender shall,
upon receipt of such report, calculate the then existing Facllity A Loan Availability and
advise the Borrower accordingly.

Facility A Loan advances to be made hereunder shall be the lesser of the Borrower's
requested advance in its Weekly Borrowing Base Report and the then Facility A Loan
Availability and will, Jess any amounts to be deducted therefrom as provided for
hereunder, be deposited into the Borrower's Disbursement Accounts.

Provided that no Event of Default has occurred and is continuing, and that at the time the
advance is to be made the conditions contained in this Agreement have been satisfied,
Facility A Loan advances to be made hereunder shall, provided that the request is
contzined in 8 Weekly Borrowing Base Report and that such Weekly Borrowing Base
Report is received by the Lender prior to 1:00 p.m. on the Report Day, be made no later
than the close of business on the next Business Day and for advance requests over
$200,000 the second Business Day. '

Provided that no Event of Default has occurred, and that at the time the advance is to be
made the conditions contained In this Agreement have been satisfied, the Lender shell
advance to the Borrower as a Facility B Loan advance by way of two advances, the lesser
of $2,250,000 and 90% of the Equipment Appraisal, less, without duplication in respect
of the Facility A Loan, reserves as determined by the Lender in Its sole discretion, in
respect of actual and/or potential Priority Claims and/or Statutory Encumbrances
liquidation expenses. The first advance shall be in the amount of $500,000, Thereafter,
provided that no Event of Default has occurred, that at the time the advance i3 to be made
the conditions contained in this Agreement have been satisfied, that the Lender has
received and is satisficd with an Equipment Appreisal, and that the 90% of the
Equipment Appraisal less reserves is greater than the Facility B Loan advance
outstanding, the Lender shall advance by way of an second advance to the Borrower an
amount equal to such differcnce as an additional Facility B Loan advance. Facility B
Loan advances shall be deposited into the Borrower's Disbursement Account. To the
extent the Facility B Loan advances at any time exceed the lesser of $2,250,000 and 90%
of the Equipment Appraisal less reserves, the Borrawer shall forthwith pay to the Lender
an amount equal to such excess.

Interest; Annual rate of 18% calculated on the dally outstanding balance of the Facility
and compounded monthly, not in advance and with no deemed reinvestment of monthly
payments. On the occurrence of an Event of Default, interest shall be calcufated at an
annual rate of 21% per annum calculated and compounded as aforesaid.

Facility Pee: A rencwal and facility fee of 8% of the lesser of $2,250,000 and 50% of the
Equipment Appraisal less reserves shall be eamed by the Lender at the time of
acceptance of this Agreement, shall be secured by the Security and be payable to the
Lender on the earlier of: (i) the second advance of the Facility B Loan (in which case,
such fee shall be deducted from such advancc); and (ii) February 15, 2013 (in which case,
such fee shall be treated as an advance of the Facility A Loan).



Payments:

Prepayment:
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Maintenance and Monitoring Fee: The Borrower shall pay a maintenance and monitoring
fee in the amount of $2,000 for each month, or pro-rated for any partial month, until the
Facility is repaid in full and any obligation of the Lender to make advances hereunder is
permanently cancelled. The aforesaid fee shall be paid monthly on the last Business Day
of each month during which such fee is payable, as provided for herein, and upon
repayment of the Facility and permanent cancellation of any obligation of the Lender to
make advances hereunder in respect of the final month in question.

Administration Fee: [f the Borrower fails to pay any amounts on the day such amounts
ate dus or if the Borrower fails to deliver the required reports set out herein, the Borrower
shall pay to the Lender a late admindstration fee of $100 per day until such date that such
payment has been made or the Borrower has delivered such report, as the case may be.

Expenges: The Borrower shall pay al} fees and expenges (including, but not Timited to, alt
due diligence, consultant, field examination and appraisa] costs, all fees and expenses for
outside legal coumsel and other outside professional advisors and, afier an Bvent of
Default and upon enforcement under any Secarity provided hereunder, the time spent by
the Lender and its representatives in refaking, holding, repaiting, processing and
preparing for disposition and disposing of the Security calculated at the Lender's standard
per diem rate in effect at such applicable time and established by the Lender in its sale
discretion for internal personnel of the Lender) incurred by the Lender in connection with
the preparation, registration and ongoing administration of this Agresment and the
Sectmity and with the enforcement of the Lender's rights and remedies under this
Agreement ot the Security, whether or not any amounts are advanced under this
Agreement, [f the Lender has paid any expense for which the Lender is entitled to
reimbursement from the Borrower and such expense has not been deducted from the
advance of the Facility, such expense shall be payablc by the Borrower within fifieen
(13) days following demand for payment and in the event that the Borrower docs not pay
such amount to the Lender within the fifteen (15) day period, interest shall accrue on such
expense at the highest rate payable by the Borrower under this Agreement. All such fees
and expenses and interest thereon ghall be secured by the Security whether or not any

 fands under the Facilities are advanced. :

Without limiting the right of the Lender to at any time demand repayment and subject to
and In addition to the requirement for repayment In full pursuant to this Apgreement,
interest only at the aforesaid rate, calculated daily and compounded and payable monthly,
1ot in advance, shall be due and payable on the {ast Business Day of each and cvery
month during the Term.

The Facility B Loan can be repaid in full at any time without any fee or penalty upon
sixty (60) days written notice to the Lender, provided that if at any time following the
determination of the amount of the second advance under the Facility B Loan, the amount
available to the Borrower under the Facility B Loan ig less than $1,200,000, the Borrower
shall be permitted to repay the Facility B Loan in full without any fee or penalty on five
(5) days written notice, For greater certainty, there shall be no repayment of the Facility
A Loan until the Facility B Loan has been indefeasibly repaid in full.

The Facility can be repaid in full at any time without any fee or penalty upon sixty (68)
days written notice to the Lender, provided that if the Lender takes any action in the
exercise ofits discretion under this Agreement which is an arbitrary change in the manner
which it exercises that discretion (such as arbitrarily determining previously eligible
accounts to be ineligible) that results in the amount actuaily available to the Borrower
under the Facility A Loan being reduced by an amount greater than $300,000 and the
Lender has not provided the Borrower at least thirty (30) business days written notice of
such action to the Borrower, the Borrower shall be permitted to repay the Facility in fuil
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without any fee or penalty on five (5) days wriiten notice. In addition, if the Lender
refuses to fund any subsequent edvance, or indicates its intention to refuse to fund any
subsequent advance, the Borrower shall be permitted to repay the Facility in full without
any fee or penalty on five (5) days written notice,

Renewals Subject to demand by the Lender or an Event of Default, the Borrower acknowledges that
the principal amount of the Facility is payable upon maturity and thet the Lender is not
obligated to grant any rencwal or extension of the Temm. However, should the Borrower
wish to renew or extend the Term for a further six (6) month period, such repewat shall -
also be conditional upon: (a) the Pacility having been in good standing at all times; (b)
the Borrower providing sixty (60) days’ prior written notice to the Lender of its desire to
renew or extend the Term; and (c) the Lender receiving an extension fee in the amount of

$20,000.

Cash Management
Systems:
M) The Borrower shall establish and shail contitue to maintain, at its expense, &

blocked deposit account (the “Blocked Accomnt™) at BMO into which the
Borrower shall promptly deposit all funds received from all sources including,
without limitation, all account receivable payments, cash sales receipts, credit
card payments, any and ali refunds received from any source whatsoever and
any proceeds of any advances or other loans made to it and shail direct it3
account debtors that remit payments by electronic funds transfers to directly
remit all payments into the Blocked Aecount.

(i) BMO, the Lender and the Borrower shall énter into an agreement (the *Blocked
Account Agreentent”), in form and substance satisfactory to the Lender, acting
reasonably, providing that all funds received or deposited in the Blocked
Account are the property of the Lender, that BMO has no Lien upon, or right 0
set off apainst, the Blocked Account, the items received for deposit therein, or
the funds from fime to time on deposit therein and that BMO will wire, or
otherwise fransfer, in immediately available funds, on a daily basis, all funds
received or deposited into the Blocked Account to the Lender's account, as the
Lender may from time to time designate for such purpose. The Borrower agrees
that all payments made to the Blocked Account or other funds received and
collected by the Lender, shall be property of the Lender.

(iii) The Barrower and all of its affiliates, subsidiarics, officers, employees, agents,
directors or other persons {z “related person™) shall, acting as trustee for the
Lender, receive, as the property of the Lender, any monies, cheques, notes,
drafts or any other payment which comes into tho possession or under the
control of the Borrower ar, in the case of any related person, comes into its
possession or under its control and is rightfully that of the Borrower, and
immediately upon receipt thereof where received by the Borrower or upon
becoming aware of the receipt thereof where received by a related person, the
Borrower shall deposit or shall cause the same to be deposited in the Blocked
Account, or remit the same or cause the same to be remitted, in Kind, to the
Lender. In no cvent shall the same be commingled with any of the Borrower's
own funds, The Borrower agrees to reimburse the Lender on demand for any
amounts owed or paid to BMO regarding the Blocked Account or any other
bank or person involved in the transfer of funds to or from such Blocked
Account arising out of the Lender's payments to of indemnification of such bank
Of person.

(iv) The Lender shall apply amounts received from the Blocked Account to the
Facility as applicable.

Dotd2020587v1
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Precedent:
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W)

(vi)

The Borrower shall make alf of its payments and disbursements only from its
Disbursernent Accounts,

The Borrower and BMO shall make the necessary arrangements to provide view
only clectronic access to the Disbursement Accounts to the Lender.

The availability of the Facility is subject to and conditional upon the following
conditions:

(i

{ii)
(i)

(iv)

)]
{(vi)

(vii)

(viii)

)

{x)

satisfactory completion of due diligence and continual due diligence, including
the Lender’s review of the operations of the Borrower and its business and

financial plans;
satisfactory completion of the Lender’s legal due diligence;

receipt of a duly cxecnted copy of this Agreement and the Security, in form and
substance satisfactory to the Lender and its legal couusel, registered as required
to perfect and malntain the security created thereby and such certificates,
anthorizations, resolutions and legal opinions as the Lender may reasonably
require including an opinion from the Borrower’s counsel with respect stafus
and the due authorization, execution, delivery, validity and enforceability of this
Agreement and the Security;

the discharge or subordination of any and all existing security apainst the
Horrower or the Guarantor as may be requited by the Lender;

payment of all fees owing to the Lender hereunder;

the Rorrower shall have opened the Blocked Account at BMO and shall have
enterad into the Blocked Account Agreement;

delivery of such financial and other information or documents relating to the
Borrower ot the Guarantor as the Lender may require;

the Lender being satisfied that therc has been no material deterloration in the
financial condition of the Borrower or the Guarantor;

no event shall have occurred and be continuing and no circumstance shall exist
which has not been walved, which constitutes an Event of Default in respect of
any rmaterial commitment, agreement Or any other fostrument to which the
Borrower is a parly or is otherwise bound, entitling any other party thereto to
accelerate the maturity of amounts of princlpal owing thereunder or terminate
any such material commitment, agreement or instrument which would have &
material adverse effect upon the financial condition, property, assels, operation
or business of the Borrower; and

no event that constitutes, or with notice or loss of time or both, would constitute
an Event of Default shall have occurred.

Each of the following is a condition precedent to any subsequent advance to be made
hereunder; )

(i)

all of the conditions contained in this Agreement shall have been satisfied and
shall as at the time of the making of the subsequent advance in gquestion continue



Covenants:
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to be satisficd;

(if) all of the representations and warranties of the Borrower hersin are true and
correct on and as of such date as though made on and as of such date other than
those representations and warranties which relate to a specific date which shall
continue to be true a5 of such date;

(ifi) no event or condition has occurred and is continuing, or would result from such
advance, which constitutes or which, with notlce, lapse of time, or both, would
constiftte, a breach of any covenant or other term or condition of this
Agreement or of the Security;

(iv) such Borrowing will not violate any Applicable Law (which for the purposes of
this Agreement means, with respect to any person, property, transaction or
event, all present or future statutes, regulations, mules, orders, codes, treaties,
conventions, judgments, awards, determinations and decrees of any
governmental, regulatory, fiscal or monetary body or court of competent
jurisdiction, in each case, having the force of law in any applicable jurisdiction
then in effect;

W} no Event of Default shall have occurred; and

(vi) no other event shall have cceurred that, in fhe Lender's sole discretion, acting
teasonably, materially adversely affects or could materially adversely affect
either; (i) the business, asscts, liabilities, prospects, financial condition or
operations of the Borrower, or (ii} the value of the Collateral.

The making of an advance hereunder without the fulfiflment of ene or more conditions
set forth in this Agreement shall not constitute & waiver of any such condition, and the
Lender reserves the right to require fulfillment of such condition in connection with any
subsequent advance.

Nothing in this Agresment creates a legally binding obligation on the Lender to advance
atiy amount under the Facility at any time unless the Lender is completely satisfied in its
sole discretion that the Borrower is in compliance with every provision of this Agreement
and that no fact exists or event has occurred which changes the manner in which the
Lender previonsly evaluated the risks inherent in advancing amounts to the Bomower
under the Facillty, whether or not the Lender was or should have been aware of such facts
or events differently at any time.

Bach of the Borrower and the Guarantor covenant and agree with the Lender, while this
Agreement is in effect to:

i pay all sums of money when due hereunder or arising therefrom;

{ii) provide the Lendet with prompt wriiten notice of any event which constitutes, or
which, with notice, lapse of time, or both, would constitute an Event of Default,
a breach of any covenant or other term or condition of this Agreement or of any
of the Security given in connection therewith;

{iil) uso the proceeds of the Facility for the purposes provided for herein;
(iv) continue to carry on business in the nature of or related to the business

transacted by the Borrower prior to the date bereof in the name and for the
account of the Borrower;
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)
(vi)
(vii)
(vii)
(ix)
x)

{xi)

{xii)

(%)

(xiv)
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keep and maintain books of account and other accounting records in accordance
with generaily accepted accounting principles;

subject to (vii), ensure all assets secured by the Security arc in existence and in
the possession and control of the Borrower;

not sell, transfer, convey, lease or otherwise dispose of any of its properties or
assets or permit any reorganization or change of control of the Borrower, other
than inventory in the ordinary course of business and on commmercially
reasopable terms or as otherwise permitied herein; )

not sell, transfer, convey, encumber or otherwise dispose of any of its capital
stock or permit any reorganization or change of control of the Borrower;

not purchase or redeem its shares or otherwise reduce its capital;

not declare or pay any dividends or repay sny shareholders® loans, interest
thereon or share capital;

not make loans or advances (excluding for greater certainty, salaries and
bonuses (which shall not be funded from the sale of assets) payable in the
ordinary course of buslness and in accordance with past practice) to
shareholders, directors, officers or any other related or asseciated parly;

permit the Lender or ita representatives, at any time and from time to time with
such frequency as the Lender, in its sole discretion, may require, during business
hours, to visit and inspect the Bomrower’s premises, properties and assets
(including, without limitation, weekly inventory testing) and to examine and
obtain copies of the Borrower’s records or other information and discuss the
Borrower's affairs with the auditors, counsel and other professional advisors of
the Borrower all at the reasonable expense of the Borrower;

forthwith nofify the Lender of the particulars of any occumence which
constitutes an Event of Default hereunder or of any action, suit or proceeding,
pending or to the Borrower's knowledge threatened against the Borrower (the
Lender acknowledging that it has been previously advised by the Borrower of
certain ongoing litigation invelving John Riddell in Ontario Superior Court of
Justice Court File No, CV-12-445723 (the “Riddell Litigation™), in respeot of
which the Borrower shall provide monthly updates with the monthly compliance
certificate noted in (xiv)(d) below);

in a form and manner prescribed by the Lender (which may include by fax
and/or e-mail), deliver to the Lender the following, signed by a senior officer of
the Borrower:

(a) weekly by Friday of each week, a list of total invoiced sales completed
during the preceding week aud a Jist of credit notes and cash receipts
received by the Borrower from its customers during the preceding week
{Friday to Thursday inclusive);

(b) weekly by Friday of each week, the daily invoice register, credit note
register and cash receipts register in respect of the preceding week (Friday
to Thursday inclusive);

(c) weekly, by Friday of each week in respect of the preceding week (Friday to
Thursday inclusive), an aged acconnts receivable schedule, aged accoutits
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(xv)

(xevi)

(xvil)

(i)

(xix)
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payable schedule, detailed inventory schedule fincluding, work in progress,
finished goods and raw materials) and summary trial balance;

(d} monthly, by the 25" of each calendar month, 8 compliance certificate in
form satisfactory to the Lender;

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

{(f) monthly bank statements for all bank accounts of the Borrower within 15
days of its month-end;

(2) monthly, by the 10" of each calendar month in respect of the preceding
month proof of payments, in a form satisfactory to the Lender, of Priorlty
Claimns;

(h) annually, no later than 3¢ days prior to the end of the Borrower's financial
year, financial and business projections for the following financial year;

(i) annually, within 90 days of the Borrower's and the Guarantor’s financial
year end in respect of the preceding financial year, review cngagement
financial statements for the Borrower and the Guarantor that were prepared
by external auditors; and

() such additional financial information with respect to Borrower and the
Guarantor as and when requested by the Lender;

provided that in the event that the foregoing reporting does not meet the
requirements of the Lender in its discretion, the Lender shall have the right to
appoint a consultant of its choosing at the expense of the Borrower to assist with
the reporting;

file all tex refurns which the Borrower must file from time to time, to pay or
malke provision for payment of all taxes (including interest and penalties) and
other potential preferred claims which are or will become due and payable and-
to provide adequate reserves for the payment of any tax, the payment of which is
being contested;

not make capital expenditures in any financiai year of the Borrower in excess of
$500,000 without the wriiten consent of the Lender, which shall not be
unreasenzbly withheld, with any capital expenditures to be reported monthly
(and, for greater certainty, none of the proceeds from the Facility shall be used
to finance capital expendifures);

not grant, create, assume or suffer to exist any mortgage, charge, Lien, pledge,
security intercst, including & purchase money securlty interast, or other
encumbrance affecting any of the Borrower’s properties, assets or other rights
except for Encumbrances in existence, known to and approved by the Lender as
the date hereof or from time fo time;

not grant a loan or make an investment in or provide financial assistance to a
third party (including, the Guarantor) by way of a suretyship, guarantee or
otherwise;

not change its name, merge, amalgamate or otherwise enter into any other form
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of business combination with ary other entity without the prior written consent
of the Lender not to be used unreasonably withheld;

(xx}  keep the Borrower's assets fully insured against such perils and in such menner
as would be customarily insured by companies carrying on a similar business or
owning similar assets naming the Lender as first Toss payee and to ensure all
assets secured by the Security are in existence and in the possession and conirol
of the Botrower; and

(xxi) comply with all the applicable health, construction, environmental and other
faws and regulations; to advise the Lender promptly of any action, requests or
violation notices received from any government or regulatory authority
concerning the Botrower® operations; and to indemnify and hold the Lender
harmiess from all Hability of loss as a result of any non-compliance with such
laws and regulations.

As general and continuing security for the performance by the Borrower of all of its
obligations, present and futurs, to the Lender, including, without [imitation, the
repayment of advances granted hereunder and the payment of interest, fees and any other
amounts provided for hereunder and under the security documents, the Borrower
undertakes to grant to the Lender and to maintain at alf times the following security in
form satisfactory to the Lender (the “Security”), in accordance with the formg in use by
the Lender or s prepared by its solicitors:

(i) a Demand Promissory Notes evidencing the Facility;

(i) a General Security Agreement, on the Lender’s form signed by the Borrower
constituting a first ranking security interest in all personal property of the
Borrower;

{iif) an assignment of adequate all risk, business interruption, commercial general
fiability and property insurance (including the equipment of the Borrower in an
amount not less than its appraised value) naming the Lender as first Joss payee;

(iv) a postponement and subordination of all directors, officers, shareholders, non-
arms’ length creditors and related party foans, to include 2 postponement of the
right to receive any payments of both principal and interest under such {oans;

v) a landlord waiver and consent in a form satisfactory to the Lender;

(vi) a guarantee by the Guarartor in the limited amount of $1,000,000 supported by
a Genera] Security Agreement, on the Lender’s form constituting & first ranking
security interest in all personal property of the Guaranter (registered in all
applicable jurisdictions);

(vii)  an assignment of $1,500,000 of key man fife insurance over the life of Csaba
Reider or undertaking to obtain the same satisfactory to the Lender within 30
days from the date of this Agreement; and

(viiiy  such other security as may be required by the Lender.

Without limiting any other rights of the Lender under this Agreement, if any one ot mote
of the following events (an “Event of Default”) has occurred and is continuing:
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(i

(i)

(i)

%))

(vi)

(vii)

(viii)

(ix)

(x)

(i)

(xii}

{xiii}
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the Borrower fails to pay when due any principal, interest, fees or other amounts
due under this Agreement or under any of the Security;

the Borrower breaches any provision of this Agreement or any of the Security or
other agreement with the Lender;

the Borrower is In materfal default under the terms of any other coniracts,
agreements or otherwise with any other creditor (“material” for this purpose
meaning a defanlt that would reasonably be expected to give rise to a lisbility of
the Borrower in excess of $50,000 or cause a Material Adverse Effect and, for
greater certainty, excluding the disputed consulting agrecment between the
Borrower and John Riddell which is the subject of the Riddell Litigation);

the Lender receives from any present o fiture guarantor a notice proposing to
terminate, limit or otherwise modify such guarantor’s liability under its
guarantes of the Borrower’s Indebtedness to the Lender under the Fagility or
under a security document or under any other document In favour of the Lender;

the Borrower ceases or threatens to cesse to carry on business in the ordinary
COUrse;

any default or failure by the Borrower to make any payment of, wages of other
monetary remuneration payable by the Borrower fo its employees under the
terms of any contract of employment, oral or written, express or implied;

any default or fallure by the Borrower to keep current all amounis owing to
parties ather than the Lender who, in the Lender’s sole opinion, have or could
have a security inmterest, trust or deemed trust in the property, assets or
undertaking of the Borrower which, in the Lender’s sole opinion could rank in
priority to the security held by the Lender upon the property, assets and
wndertaking of the Borrower;

any breach by a guarantor of the provisions of any guarantee or other security,
undertaking ot covenant given to the Lender fo secure any guarantee;

if any representation ot warranty made or deemed to have been made herein or
in any certificate or the Security provided for herein shall be false or inaccurate;

if, In the reasonable opinion of the Lender, there is a Material Adverse Change
in the financial condition, ownership or operation of any of the Borrower;

the Borrower is unable to pay its debts as such debts become due, or is adjudged
or declared to be or admit to being bankrupt or insolvent;

any judgment or award is made against the Borrower or the Guarantor in excess
of $25,000 in respect of which there is not an appeal or proceeding for review
being diligently pursued in good faith and in respect of which adequate
provision has been made on the books of the Borrower or the Guaratfor, as
applicable; or

any notice of intention is filed or any voluntary or involuntary case or
proceeding filed or commenced for:

{(a) the bankruptcy, liquidation, winding-up, dissolution or suspension of
general operations of the Borrower;
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{b) the composition, rescheduling, reorganization, arrangement or
readjustment of, or other relief from, or stay of praceedings to enforce,
some or al] of the debts of the Borrower;

(c) the appointment of & trustee, receiver, receiver and raanager, liquidator,
administrator, custodian or other officiat for, all or any significant patt
of the assets of the Borrower;

(d) the possession, foraclosure, retention, sale or ather disposition of, or
other proceedings to enforce security over, all or any significant part of
the assets of the Borrowet; or

(e} any secared creditor, encumbrancer or licnor, or any trustee, receiver,
receiver and manager, agent, bailiff or other similar official appointed
by or acting for any secured craditor, encumbrancer or Menor, takes
possession of or forecloses or retains, or sells or ofherwise disposes of
or otherwise proceeds to enforce security over all or any gignificant part
of the assets of the Borrower or gives notice of its intention to do any of
the foregoing;

then, in such event, the Lender may, by written notice to the Borrower declare all monies
outstanding under the Facility to be immediately due and payable. Upon receipt of such
written notice, the Borrower shall immediately pay to the Lender alt monies outstanding
under the Facility and all other obligations of the Borrower to the Lender in connection
with the Facility under this Agreement. The Lender may enforce its rights to realize upon
its securlty and retain an amount sufficient to secure the Lender for the Borrower's
obligations to the Lender.,

Nothing contained in this section shall limit any right of the Lender under this Agreement
to demand payment of the Facility at any time.

The Lender shall maintain records evidencing the Facility. The Lender shall record the
principal amount of the Facility, the payment of principel and interest on account of the
Fagility, and uil other amounts becoming due to the Lender under this Agreement.

The Lender's accounts and records constitute, in the absence of manifest error, concinsive
evidence of the indebtedness of the Borrower to the Lender pursuant to this Agresment.

The Borrower represents and warrants fo the Lender that:

41} each of the Borrower and the Guarantor is a corporation duly incorporated,
validly existing and duly registered or qualified to carry on business in the
Province of Ontarlo or any other jurlsdiction where they may carry on business;

(i) the execution, delivery and performsace by the Borrower and the Guarantor of
this Apreement has been duly authorized by all necessary actions and do not
violate the constating documents or any Applicabie Laws or agreements to
which the Borrower and the Guarantor is subject or by which they are bound;

(iii) the Borrower’s and the Guarantor’s financial statements mnost recently provided
to the Lender fairly present their financial positions as of the date theteof and its
results of operations and cash flows for the fiscal period govered thereby, and
since the date of such financial statements, there has occurred no Material
Adverse Change in the Borrower’s and the Guarantor’s business or financial
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condition;

(iv) there is no claim, action, prosecution or other proceeding of any kind pending or
threatened against the Borrower or the Guarantor or any of their respective
asgets or properties before any court or administrative agency which selates to
any non-compliance with any environmental law which, if edversely
determined, might have a material adverse effect upon its financial condition or
operations or its ability to perform its obligations under this Agreement or any
of the Security, and there are no circumstances of which the Borrower or the
Guarantor is aware which might give rise to any such procecding which has not
been fully disclosed to the Lender;

&) the Borrower and the Guarantor have good and marketable title to all of their
propertles and assets, free and clear of any Encumbrances, other than as may be
provided for herein;

(i) 1o event has occurred which constitutes, or which, with notice, lapse of time ,
or hoth, would constitute, an Event of Default, 2 breach of any covenant or other
term or condition of this Agresment or any of the Security given in connection
therewith;

(viiy  the Borrower and the Guarantor have filed all tax returns which were required to
be filed by them, if any, paid or made provision for payment of all taxes and
potential prior ranking claims (including interest and penalties) which are dug
and payable, if any and provided adequate reserves for payment of any tax, the
payment of which is being contested, if any; and

(vili)  the Borower’s obligation to complete this transaction is not dependent upon any
condition whatsoever; and that the Lender assumes no obligation to assist the
Borrower to complete the transaction in any way, except to make available the
Facility as contemplated herein.

{H In addition to weekly inventory testing / audits at the discretion of the Lender,
the Borrower acknowledges that the Lender and its examiners shall be permitted
to conduct periodic field examinations of the Collateral and operations of the
Barrower, such examinations not to exceed four (4) in any calendar year prior to
an Event of Default and more frequently as the Lender may determine in its sole
discretion thereafter.

{ii) The Borrower further acknowledges that the Lender shall be permitted to gbtain
two (2) inventory valuations and one (1) equipment valuation in any calendar
year prior to en Event of Default which is continuing and more frequently as the
Lender may determine in its sole discretion thereafier.

In relation to the Borrower’s busitiess, assets and projects: the Borrower is operating and
will continue to operate in conformity with all environmental laws; there are no
contaminants, pollutants or other hazardous substances (inciuding, without limitation,
asbestos, products containing urca formaldehyde or polychlorinated bipheny! or any
redioactive substances) have been or are now stored of located at any properly from
which the Borrower operates its business (collectively, the “Properties™ and no order,
approval, direction or other governmental or regulatory notice relating to the environment
has been threatened against, is pending or has been issued with rospect to the Properties
or the operations of the business being conducted at the Properties; the Borrower is not
aware of any pending or threatened action, suit or proceedings relating to any actual or
alleged environmental violation from or at the Properties, nor have any proceedings begn
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or are being instituted to make the Borrower or any other owner of the subject property
comply with environmental laws and regulations; the Borrower will ensure that all of its
property and assets comply with existing legislation and will remain free of any
environmental problem; the Borrower will inform the Lender immediately upon
becoming aware of any environmental problem or issue and will provide the Lender with
copies of all communications with environmental authoritics and all studies or
assessments prepared on the Borrower's behalf, all a5 soon as received by the Borrower;
the Borrower also agrees to pay the cost of any extemal environmental consultant
engaged by the Lender to sffect an environmental audit and the cost of any environmental
rehabilitation, removal or repair necessary to protect, preserve or remediatc the assets,
including any fine or penalty the Lender is obligated to incur by reason of any statute,
order or directive by a competent authority. The Borrower agrees to indemnify the
Lender for any lisbility arising from an environmental problem including, without
limitation, for all decontamination and decommissioning costs or for damages incurred
by the Lender or fts agents as a result of such contamination. For the purposes of this
Agreement, an “environmental problem” means ati act of non-compliance to a law,
regulation, ete. or soil and/or underground water that contains one or many pollutants
(contaminants) in levels of concentration that exceed parameters or norms apglicable for
the prescnt use and intended use of any of the Borrower’s personal or real property
including leased property,

"In the event any environmental report shows that decontamination is required the

Borrower undettakes to forthwith carry out decontamination at its own expense should
this be required or requested.

‘The Borrower and the Guarantor agree to keep all of the information and terme reiated to
this Agreement confidential. In particular, the existence of this Agreement or the
discusslons surrounding this Agreement cannot be disclosed to any party, including other
creditors, without the Lender’s prior written consent. The parties acknowledge and agree
that information and terms related to this Agresment have been disclosed to Danbury
Financial Services in connection with the Borrower’s ongoing discusslons with Daribury
Financial Services and have been or may be disclosed to BMO and shall not be
considered breaches of the foregoing confidestiality provisions.

Credit: The Borrower and the Guarantor authorize the Lendet, hereinafter, to obtain such
factual and investigative information regarding the Borrower or the Guarantor from
others as permitted by law, to furnish other consumer credit grantors and credit bureaus
such information, The Lender, after completing credit investigations, which it will make
from time to time concerning the Borrower and the Guarantor, must in its absolute
dlscretion be satisfied with all informatlon obtalned, prior to any advance being made
under the Facility.

The Borrower atd the Guarantor further authorize any financial institution, ereditor, tax
authority, employer or any other person, including any public entity, holding information
concerning the Borrower of the Guarantor or their assets, including any financial
information or information with respect to any undertaking or suretyship given by the
Borrower ot the Guarantor, to supply such information to the Lender in order to verify
the accuracy of ail information furnished or to be furnished from time to time to the
Lender and to ensure the solvency of the Borrower and the QGuarantor at 2ll times,

Non-Merger: The provisions of this Agreement shail not merge with any of the Security,
but shall continue in full foree and effect for the benefit of the parties hereto. In the event
of an inconsistency between this Agreement and any of the Facility and security
documentation, including the Security, the provisions of this Agreement shall prevail,

Further Assurances and Dogumentation: The Borrower and the Guarantor shall do all
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things and execute al! documents deemed necessary or appropriate by the Lender for the
purposes of giving full force and effect to the terms, conditions, undertakings hereof and
the Security granted or fo be granted hersunder.

Severability: If any provisions of this Agreement is or becomes prohibited or
unenforceable in any Jurisdiction, such prohibition or unenforceability shall not invalidate
or render unenforceable the provision concerned in any other jurisdiction nor shall it
invalidate, affect or impair any of the remaining provisions of this Agreement.

Marketing; The Lender shall be permitied to vse the name of the Borrower and the
amount of the Facility for advertising purposes.

Governing Law: This Agreement and all agreements arising hereinafter shall be deemed
to have been made and ageepted In the City of Toronto, Ontarfo and construed in
accordance with and be governed by the laws of the Province of Ontario and of Canada

appiicable therein.

Counterparts: This Agreement, the Security and all agreements arising hercinafter may be
executed in any number of separate counterparts by any one or more of the parties
thereto, and all of said counterparts taken together shall constitute one and the same
instrument. Delivery of an executed counterpart of this Agreement by telecopler, PDF or
by other electronic means shall be as effective as delivery of 2 manually executed
counterpart,

Assignment and Syndication: This Agreement when accepted and any commitment to
advance, if issued, and the Scourity in fortherance thereof or any warrant or right may be
assigned by the Lender, or monies required to bs advanced may be syndicated by the
Lender from fime to time. For greater cerfainty, the Lender may assign or gramt

 participaion: in all or part of this Agreement or in the Facility made hereunder without

notice to and without the Borrower’s consent. The Borrower may not assign or transfer
all or any part of its rights or obligations under this Agreement, any such transfer or
assignment being null and void insofar as the Lender is concerned and rendering any
halance then outstatiding under the Facility immediately due and payabie at the option of
the Lender. Any information provided to any syndicate members shall be communlcated
to the members on a confidential basis and shali be maintained by the syndicate members
on a confidential basis and used by them soleiy in connection with the Facllity.

Ioint and Several: Where more than one person is liable as the Bomrower or Guarantor
for any obligation under this Agreement, then the liability of each such person for such
obligation is joini and several with each other such person.

Time: Time shall be of the essence in all provisions of this Agreement.

/s eement endmients and Waiver: This Apreement, the Security and any
other written agreement delivered pursuant to or referred to in this Agresment constitute
the whole and entire agreement between the parties in respect of the Facilily. There are
no verbal agreements, undertzkings or representations in connection with the Facility. No
amendment or waiver of any provision of this Agreement will be effectlve unless it is In
writing signed by the Borrower, the Guarantor and the Lender. No faifure or defay on the
part of the Lender in exercising any right or power hereunder or under any of the Security
shali operate as a waiver therzon, No course of conduect by the Lender will give rise to
any reasonable expectation which is in any way inconsistent with the terms and
conditions of this Agreement and the Security or the Lender’s rights thersunder,

This Agreement must be accepted by the Borrower and the Guarantor by no iater than
5:00 pm on January 18,2013, after which this Agreement will expire.
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If the terms and conditions of this Agreement are acceptable to you, please sign in the space indicated below and
return the signed copy of this Agreement to us. Acceptance may also be offected by facsimile or scapned

transmission and in counterpart.

We thank you for allowing us the opportunity to provide you with this Agreement.

Yours traly,

BRIDGING (7&1; INC.
Per: AV %
Name: -

Title:

T have authority to bind the Corporation,

ACCEPTANCE

The underslgned hereby accepts this Agreement as of this 18% day of January, 2013.
SUN PAC FOODS LIMIT,
Per:

Name: Csaba Reider
Title: President

I have autherity to bind the Corporation.

LIQUIBRANDS INC. ~

Per:
Name: Csaba Reider
Title: President

f have authority to bind the Corporation.

Deeff2030887v1
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Schedule 4
Definltlons

In addition to terms defined eisewhere in this Agreement, the following terms shall have the following
meaniugs:

(a)

(b)

(¢}

(d)
{e)

®

(&)

(n)

o

g

&)

Docf2430887vi

“Applicable Laws” means, with respect to any person, property, transaction or event, all present
or fibure statutes, regulations, rules, orders, codes, treaties, conventions, judgments, awards,
determinations and dectees of any governmental, regulatory, fiscal or monetary body or court of
competent jurisdiction, In each case, having the force of law in any applicable jurisdiction,

“BMO™ means Bank of Montreal including Harris Bank.

“Businesy Day” means any day other than a Saturday or a Sunday or any other day on which
banks are closed for business in Toronto.

wCollateral” means all of the Borrower's and the Guarantor’s personal property.

“Dishursement Accounts” means specifically account / transit numbers 1053912/0470 (CADS)
and 4612684/0002 (US$) at BMO from which the Borrower shall make all of its payments and
disbursements.

“Encnmbrances” means any mortgage, Lien, pledge, assignment, charge, security interest, title
retention agreement, hypothec, levy, execution, seizure, attachiment, garnishment, right of distress
or other claim in respect of property of any nature or kind whatsoever howsoever arfsing {whether
consensual, statutory or arising by operation of law or otherwisc) and includes arrangements
known as sale and lease-back, sale and buy-back and sale with option to buy-back or other
agreement to sell or give e security interest in and any filing of or agreement to give any financing
statement under the PPSA or Uniform Commercial Code {or equivalent statufes) of any
Jjurisdiction.

“Equipment Appraisal® means the appraised forced sale value of the Borrower's machinery and
equipment as determined by a current appraisal of same conducted at the Borrower's expense by
Hilco and addressed to and delivered to the Lender and in a form and with content satisfactory to
the Lender in its discretion.

“fjen” means any mortgage, charge, pledge, hypothecation, security interest, assigmment,
encumbrance, Hen (statutory or otherwise), charge, title retention agreement or arrangemertt,
restrictive covenant or other encumbrance of any nature or any other arrangement of condition that
in substance secures payment or performance of an obligation. :

“Material Adverse Change” means any change, condition or event which, when considered
individually or together with other changes, conditions, events or occurrences could reasonably be
expected to have a Materlal Adverse Effect,

“Materizl Adverse Effect” means a material adverse effect on (i) the business, revenues,
operations, assets, liabilities (contingent or otherwise), financial condition or prospects of the
Borrower; (if) on the rights and remedies of the Lender under this Agreement and the Security;
(iii) on the ability of the Borrower to perform its obligations under the Credit Documents; or
(iv) on the Liens created by the Security Agreements.

“person” includes a natural person, a parnership, a joint venfure, a trust, a fund, an

unincorporated organization, a company, a corporation, an association, a government or any
department or apency thereof, and any other incorporated or unincorporated entity.
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“PPSA” means the Personal Property Security Act (Ontario) as the same may be amended from
time to time.

“Priority Claims® means the aggregate of any amounts accrued or payable by the Borrower
which under any law may rank prior to or pari passu with any of the Security Agreements or
otherwise in priority to any claim by the Lender for payment or repayment of any amounts owing
under this Agreement, including: (i) wages, salarles, commissions or other remuneration;
(i) vacation pay; (iif) pension plan contributions; (iv) amounts required o be withheld from
payments to employees or other persons for federsl and provincial income taxes, employee
Canadian Pension Plan contributions and employes Employment Insurance premiums, additional
amounts payable on account of employer Canada Pension Plan contributions and employer
Employment Insurance premiums; (v) harmonized sales tax; (vi) provincial saies or other
consumption taxes; (vii) Workers' Compensation Board and Workplace Safety and Insurance
Board premiums or simiar premiums; (vili)real property taxes; (ix)rent and other amounts
payable in respect of the use of rcal property; (x)amounts payable for repair, storage,
transportation or construction or other services which may give rise to a possessory or registerable
ilen; (xi) claims which suppliers could assert pnrsuant to Section 81.1 or Section 81.2 of the
Bankruptey and Insolvency det (Canada); and (xii) WEPPA Cigims.

“Statutory Tneumbrances” means any Encumbrances arising by operation of Applicable Laws,
including, without limitation, for carriers, warchousemen, repairers', taxcs, assessments, gtahutory
obligations and government charges and levies for amounts not yet due and payable or which may
be past due but which are being contested in good faith by appropriate proceedings {and as to
which there are no other enforcement proceedings or they shal have been effectively stayed).

“WEPPA Claims” means any claims made agalnst the Borrower pursuant to the Wage Eorner
Protection Program Act, 3.C. 2005, c. 47, 5.1, as the same may be amended, restated or replaced
from time to time.

Words importing the singular include the plural thereof and vice versa and words importing gender include
the masculine, feminine and neuter genders.

Dot#2030687v1
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GENERAL SECURITY AGREEMENT

‘e i
This General Security Agreement dated b s ( , 2012 is made by Sun Pac
Foods Limited, a corporation incorporated under the laws of the Province of Ontario (the
"Borrower") to and in favour of Bridging Capital Inc., a corporation incorporated under the laws
of the Province of Ontario (the "Secured Party™).

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

NOW THEREFORE, in consideration of the foregoing promises and the sum of Ten
Dollars ($10.00) in lawful money of Canada now paid by the Secured Party fo the Borrower and
other good and valuable consideration, the receipt and sufficiency of which are hereby
irrevocably acknowledged, the parties hereto agree as follows:

1. SECURITY INTEREST

(a) For valuable consideration, the Borrower hereby grants, assigns, transfers,
mortgages and charges to the Secured Party, as and by way of a fixed and
specific mortgage and charge, and grants to the Secured Party a security interest
in, all of the Borrower's present and after-acquired personal property including,
without limitation, all goods ({including inventory and equipment), accounts,
chattel paper, documents of title, instruments, intangibles, money, securities and
all other investment property now owned or hereafter acquired by or on behalf of
the Borrower (and all rights and interests now or hereafter held by or on behalf of
the Borrower with respect to any of the foregoing) and also including, without
limitation;

(M

(i)

(iii)
(iv)

Doc#{5101587v2

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

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

all contractual rights and insurance claims;

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

(v) all proceeds of any of the foregoing,

(all of the property described in this paragraph (a) is herein collectively called the
"Collateral").

(b) The grants, assignments, transfers, morigages, charges and security interests to
and in favour of the Secured Party herein created are collectively called the
"Security Interest”.

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

(d) The terms "accessions”, "accounts", "chattel paper", "documents of title",
"equipment”, "goods", "instruments", "intangibles", "inventory", "investment
property”, "money", "proceeds", and "securitles” {including any singular or
plural variation of any of the foregoing) whenever used herein shall be interpreted
pursuant to the respective meanings given to such words in the Perscnal

Property Security Act (Ontario), as amended from time to time (the "PPSA").

(e) The terms "certificated security”, "entitlement holder", "entitlement order”,
“financial asset", "issuer", "limited liability company", "security", "security
certificate", "securities account", ‘'security entitlement’, "securities
intermediary" and "uncertificated security" (including any singular or plural
variation of any of the foregoing) whenever used herein shall be interpreted
pursuant to the respective meanings given to such words in the Securities
Transfer Act (Ontario), as amended from time to time (the "STA"); provided that,
when used herein, the terms "certificated security” and "uncertificated security”
shall be understood to mean a certificated security or uncertificated security, as
the case may be, that is held directly by and registered in the name of or
endorsed to the Borrower and not a certificated security or uncertificated security
to which the Borrower has a security entitlement.

(H Any reference hereinafter to the "Collateral” shall, unless the context otherwise
requires, be deemed a reference to the "Collateral or any part thereof".

(@) All capitalized terms used herein and not otherwise defined shall have the same
meanings herein as are ascribed to such terms in the Loan Agreement.

2, INDEBTEDNESS SECURED

The Security Interest granted hereby secures payment and satisfaction of any and all
obligations, indebtedness and liability of the Borrower to the Secured Party pursuant to the Loan
Agreement (including interest thereon), present or future, direct or indirect, absolute or
contingent, matured or not, extended or renewed, and any ultimate unpaid balance thereof and
whether the same Is from time to time reduced and thereafter increased or entirely extinguished

Doc#1810157v2
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and thereafter incurred again and whether the Borrower be bound alone or with another or
others and whether as principal or surety (hereinafter collectively called the "Indebtedness”). If
the Security Interest in the Collateral is not sufficient to satisfy all Indebtedness of the Borrower,
the Borrower acknowledges and agrees that the Borrower shall continue to be liable for any
indebtedness remaining outstanding and the Secured Party shall be entitled to pursue full
“payment thereof.

3. REPRESENTATIONS AND WARRANTIES OF THE BORROWER

The Borrower represents and warrants, and so fong as this Security Agreement remains
in effect shall be deemed to continuously represent and warrant, that:

()

(b)

(c)

the Collateral is owned by the Borrower free and clear of any and all liens,
security interests, charges, leasehold interests or other encumbrances other than
encumbrances consented fo in writing by the Secured Party and that the
Borrower's business operations, its records, and the Collateral are all located at
the locations specified in Schedule "B" attached hereto;

sach agreement, if any, that the Borrower may enter into with a securities
intermediary which governs any securities account included in the Collateral or to
which any Collateral that is investment property may be credited will either (i)
specify that the Province of Ontario is the security intermediary's jurisdiction for
the purposes of the PPSA and the STA or (i) Is expressed to be governed by the
jaws of the Provinece of Ontario; and

none of the Collateral that is an interest in a parinership or a limited liability
company:

(i is dealt in or traded on any securities exchange or in any securities
market;

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

(i) is held in a securities account,

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

4, COVENANTS OF THE BORROWER

So long as this Security Agreement remains in effect, the Borrower covenanis and

agrees:

(a)

Doc#1810157v2

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



(b)

(c)

(d)

(e)

()
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to notify the Secured Party promptly of:

{ any change in the information contained herein or in the Schedules
hereto relating to the Borrower, the Borrower's business or the Collateral
including without limitation:

(1 any change in the name of the Borrower,

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

3 any change in the location of the Collateral;

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

{ii) the details of any material claims or material litigation affecting the
Borrower or the Collateral; and

(iv) any material loss or material damage to the Collateral;

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

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

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

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

te carry on and conduct the business of the Borrower in an efficient manner and
so as to protect and preserve the Collateral and to keep, in accordance with
generally accepted accounting principles, consistently applied, proper books of
account for the Borrower's business as well as accurate and complete records
concerning the Collateral, and mark any and all such records and the Collateral
at the Secured Parly's request so as to indicate the Security Interest and to
deliver to the Secured Party from time to time promptly upen request:

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

{ii) all financial statements prepared by or for the Borrower regarding the
Borrower's business;

(i) all policies and certificates of insurance relating to the Collateral; and

{iv) such information concerning the Collateral, the Borrower and the
Borrower's business and affairs as the Secured Party may reasonably
request; and ‘

to notify the Secured Party prior to initiating any insolvency proceeding, the effect
of which would be to stay the Secured Party from enforcing security interests
created by this Agreement, under the Bankruptcy and Insolvency Act (Canada),
Companies' Creditors Arrangement Act (Canada) or otherwise.

5. COVENANTS OF THE BORROWER - INVESTMENT PROPERTY

{a)

Doc#1910157v2

To enable the Secured Party to beiter perfect and protect its security interest in
the investment property included in the Collateral, promptly upon request from
time to time by the Secured Party, acting reasonably, the Borrower shall.

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

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

(B) any instruments, letters of credit, documents of fitle and
chattel paper included in or relating to the Collaterat;

(i} direct the issuer of any and all certificated securities included in or relating
io the Collateral as the Secured Party may specify in its reguest to
register the applicable security certificates in the name of the Secured
Party or such nominee as it may direct;
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direct the issuer of any and all uncertificated securities included in or
relating to the Collateral as the Secured Party may specify in its request
to register the Secured Party or such nominee as it may direct as the
registered owner of such uncertificated securities; and

direct the securities intermediary for any security entitlements or
securities accounts included in or relating to the Collateral as the Secured
Party may specify in its request to transfer any or all of the financial
assets to which such security entittements or securities accounts relate to
such securities account or securities accounts as the Secured Party may
specify such that the Secured Party shall become the entitlement holder
with respect to such financial assets or the Person entitled to exercise all
rights with respect to such securities account.

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

(i)

(i)

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

the entering into by any securiies intermediary for any securities
accounts or security entittements included in or relating to the Collateral
as the Secured Party may specify in its request, of a Control Agreement
with the Agent in respect of such securities accounts or securities
enfittement, which consent may be incorporated into an agreement to
which such securities intermediary, the Secured Party and the Borrower
are parties.

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

(i)

(i)

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

the entering into by any securities intermediary for any securities
accounts or security entittements included in or relating to the Collateral
of a Control Agreement that remains in effect at the date hereof with
respect to such securities accounts or security entittements with any
Person other than the Secured Party or such nominee or agent as it may
direct.

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

In the event that the Borrower hereafter acquires an interest in any parinership or
limited fiability company, it will use its best efforis to cause such partnership or
limited liability company to declare, pursuant to its constating documents, such
interests to be "securities" for the purposes of the STA.

For the purposes of this Agreement, the term "Control Agreement’ means:

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

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

6. RIGHTS OF THE SECURED PARTY - INVESTMENT PROPERTY

(@

(b)

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

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

As the registered holder of any uncertificated securities or certificated securities
or the entitlement holder with respect to any investment property included in the
Collateral, the Secured Party shall be entitied but not bound by or required to
exercise any of the rights that any holder of such securities or such entitlement
holder may at any time have. The Secured Party will not be responsible for any
loss occasioned by its exercise of any such rights or by its failure to exercise the
same within the time limited for the exercise thereof.



7. VERIFICATION OF COLLATERAL

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

8. COLLECTION OF ACCOLINTS

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

9, DISPOSITION OF AMOUNTS

Subject to any applicable requirements of the PPSA and to the rights of the Secured
Party or any Receiver (as hereinafter defined) under this Security Agreement or the PRPSA or
other provisions of law to make deductions in respect of costs, charges and expenses or o
apply costs, charges and expenses as a first or prior charge on the proceeds of realization,
collection or disposition of the Collateral, all amounts collected or received by the Secured Party
or any Receiver pursuant to or in exercise of any right it possesses with respect to the Collateral
shall be applied on account of the Indebtedness in such manner as the Secured Party, in its
sole discretion, deems best or, at the option of the Secured Party, may be held unappropriated
in a collateral account or released to the Bomower, all without prejudice to the liability of the
Borrower or the rights of the Secured Party or any Receiver hereunder, and any surplus shall be
accounted for as reguired by law.

10. EVENTS OF DEFAULT

The Borrower shall be in default under this Security Agreement upon the occurrence of
an Event of Default under the Loan Agreement.

11. ACCELERATION

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

Doc#1810157v2
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Upon the occurrence of an Event of Default under this Security Agreement or at
any time thereafter and in accordance with applicable law, the Secured Party
may appoint or reappoint by instrument in writing, any person or persons,
whether an officer or officers or an employee or employees of the Secured Party
or not, to be a receiver or receivers (hereinafter called a "Recelver”, which term
when used herein shall include a receiver and manager) of the Collateral
(including any interest, income or profits therefrom) and may remove any
Receiver so appointed and appoint another in his stead. Any such Receiver
shall, so far as concerns responsibility for his acts, be deemed the agent of the
Borrower and not the Secured Party, and the Secured Party shall not be in any
way responsible for any misconduct, negligence, or nonfeasance on the part of
any such Receiver, his servants, agents or employees. The Secured Party may
from time to time fix the Receiver's remuneration. Subject to the provisions of the
instrument appointing him, any such Receiver shall have power to take
possession of the Collateral, to preserve the Collateral or its value, to carry on or
concur in carrying on alt or any part of the business of the Borrower and to sell,
lease or otherwise dispose of or concur in selling, leasing or otherwise disposing
of the Collateral (in its existing condition or after any repair, processing or
preparation for disposition) in such manner, at such time or times and place or
places, for such consideration and upon such terms and conditions as to the
Receiver may seem reasonable including terms for deferred payment. To
facilitate the foregoing powers, any such Receiver may, to the exclusion of all
others, including the Borrower, enter, use and occupy all premises owned or
occupied by the Borrower wherein the Collateral may be situate, maintain
Collateral upon such premises, borrow money on a secured or unsecured basis
and use the Collateral directly in carrying on the Borrower's business or as
security for loans or advances or other credit to enable him to carry on the
Borrower's business or otherwise, as such Receiver shall, in his discretion,
determine. Except as may be otherwise directed by the Secured Party, all
amounts received from time to time by such Receiver in carrying out his
appointment shall be received in trust for and paid over to the Secured Party.
Every such Receiver may, in the discretion of the Secured Party, be vested with
all or any of the rights and powers of the Secured Party.

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

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

Upon an Event of Default under this Security Agreement or at anytime thereafter,
the Secured Parly may take possession of, collect, demand, sue on, enforce,
recover and receive the Collateral and give valid and binding receipts and
discharges therefor and in respect thereof and, upon default or at any time
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thereafter, the Secured Party may sell, lease or otherwise dispose of the
Collateral {in its existing condition or after any repair, processing, or preparation
for disposition) in such manner, at such time or times and place or places, for
such consideration and upon such terms and conditions as to the Secured Party
may seem reasonable including terms for deferred payment.

In addition to those rights granted herein and in any other agreement now or
hereafter in effect befween the Borrower and the Secured Party and in addition to
any other rights the Secured Party or any Receiver may have at law or in equity,
the Secured Party shall have, both before and after default, all rights and
remedies of a secured party under the PPSA and the Receiver shall have all
rights and remedies of a secured party under and to the extent provided in the
PPSA. Provided always that, the Secured Party or any Receiver shall not be
liable or accountable for any failure to exercise its remedies, take possession of,
collect, enforce, realize, sell, lease, or otherwise dispose of the Collateral or to
institute any proceedings for such purposes. Furthermore, neither the Secured
Party nor any Receiver shall have any obligation to take any steps to preserve
rights against other parties to any security, instrument or chattet paper whether
the Collateral or proceeds and whether or not in the Secured Party's or
Receiver's possession and shall not be liable or accountable for failure to do so.

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

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

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

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

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

13. MISCELLANEOUS

(@)

(b)

(c)

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

Without limiting any other right of the Secured Party, whenever the Indebtedness
is immediately due and payable or the Secured Party has the right to declare the
Indebtedness fo be immediately due and payable (whether or not it has so
declared), the Secured Party may, in its sole discretion, set off against
Indebtedness any and all amounts then owed to the Borrower by the Secured
Party in any capacity, whether or not due, and the Secured Party shall be
deemed to have exercised such right to set off immediately at the time of making
its decision to do so even though any charge therefor is made or entered on the
Secured Party's records subsequent thereto.

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

The Secured Party may grant extensions of time and other indulgences, take and
give up security, accept compositions, compound, compromises, seitle, grant
releases and discharges and otherwise deal with the Borrower, debtors of the
Borrower, sureties and others and with the Coliateral and other security as the
Secured Party may see fit without prejudice to the labiiity of the Borrower or the
Secured Party’s right to hold and realize the Security Interest. Furthermore, the
Secured Party may demand, collect and sue on the Collateral in either the
Borrower's or the Secured Party's name, at the Secured Party’'s option, and may
endorse the Borrower's name on any and all chegues, commercial paper, and
any other instruments pertaining to or constituting the Collateral.
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No delay or omisslon by the Secured Party in exercising any righi or remedy
hereunder or with respect to any Indebtedness shall operate as a waiver thereof
or of any other right or remedy, and no single or partial exercise thereof shall
preclude any other or further exercise thereof or the exercise of any other right or
remedy. Furthermore, the Secured Party may remedy any default by the
Borrower hereunder or with respect to any Indebiedness in any reasonable
manner without waiving the default remedied and without waiving any other prior
or subsequent default by the Borrower. No remedy herein conferred upon or
reserved to the Secured Party is intended to be exclusive of any other remedy,
but each and every such remedy shall be cumulative and shalf be in addition to
every other right and remedy given hereunder or now existing or hereafter to
exist at law, in equity or by statute or pursuant to any other agreement or
instrument between the Borrower and the Secured Party that may be in effect
from time 1o time.

The Borrower waives protest of any Instrument constituting Collateral at any time
held by the Secured Party on which the Borrower is in any way liable and notice
of any other action taken by the Secured Party.

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

Except for any supplements or other schedules which may be added hereto
pursuant to the provisions hereof, no modification, variation or amendment of any
provision of this Security Agreement shall be made except by a written
Agreement executed by the parties hereto and no waiver of any provision hereof
shall be effective unless in writing.

Whenever either party hereto is required or entitled to notify or direct the other or
1o make a demand or request upon the other, such notice, direction, demand or
request shall be in writing and shall be sufficiently given if delivered to the party
for whom it is intended at the principal address of such party set forth below or as
changed pursuant hereto or if sent by prepaid registered mail addressed to the
party for whom it is intended at the principal address of such party set forth below
or as changed pursuant hereto:

(i) If {0 the Secured Party:
85 Wellington Sfreet West
Suite 815
Toronto, Ontario
M5J 2N7
Fax: (416) 633-4859
Atiention: Brian Champ

(i) If io the Borrower:
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10 Sun Pac Blivd.
Brampton, Ontario
LBS 4R5

Fax: {905) 792-8490
Attention: Csaba Reider

Any notice given by registered mail shall be deemed to have been received by
the party to whom the same is addressed on the fifth (5" Business Day (as
hereinafter defined) following the date upon which such notice sent by registered
mai! has been deposited with the appropriate post office, postage and cost of
registration prepaid; provided that any of the parties hereto may change the
addressee designated to it from time to time by notice in writing to the other
parties. In the event of an interruption in postal service, any notice shall be made
by personal service or facsimile. Any notice given by personal service or
facsimile shall be deemed to have been received by the party to whom it so
delivered on the actual date of delivery or confirmation of facsimile receipt. For
the purposes of this Security Agreement, "Business Day" means any day other
than a Saturday or Sunday or any other day on which banks are closed for
business in Toronto, Ontario.

This Security Agreement and the Security Interest created hereby are in addition
to and not in substitution for any other security now or hereafter held by the
Secured Party and is, and is intended to be a continuing Security Agreement and
Security Interest.

This Security Agreement shall not merge in any subseguent security or be taken
to be a substitute for any security of any nature whatsoever held by the Secured
Party from the Borrower. It is further agreed that the taking of this Security
Agreement shall not operate as a merger of the remedies of the Secured Party
for payment, satisfaction or performance of the Indebtedness or of the remedies
of the Secured Party under any other agreement and notwithstanding this
Security Agreement and anything herein contained the said remedies shall
remain available and be capable of enforcement against the Borrower and all
other persons liable in respect thereof in the same manner and to the same
extent as if this Security Agreement had not been made.

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

When the context so requires, the singular number shall be read as if the plural
were expressed and vice versa and any reference to gender shall include the
masculine, feminine, and neuter gender.

In the event any provisions of this Security Agreement, as amended from time to
time, shall be deemed invalid or void, in whele or in part, by any Court of
competent jurisdiction, the remaining terms and provisions of this Security
Agreement shall remain in full force and effect.
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Nothing herein contained shall in any way obligate the Secured Party to grant,
continue, renew, extend time for payment of or accept anything which constitutes
or would constitute Indebtedness or to make any advance to or to provide any
credit accommodation for the Borrower.

The Security interest created hereby is intended to attach (i) to existing Collateral
when this Security Agreement is signed by the Borrower and delivered to the
Secured Party, and (if) to Collateral subsequently acquired by the Borrower
immediately upon the Borrower acquiring any rights in such Collateral. The
Borrower and the Secured Party do not intend to postpone the attachment of any
Security Interest created by this Security Agreement.

This Security Agreement and the transactions evidenced hereby shall be
governed by and construed in accordance with the laws of the Province of
Ontaric and the laws of Canada applicable therein as the same may from time to
time be in effect, including, where applicable, the FPSA. The Borrower and the
Secured Party irrevocably consent and submit to the non-exclusive jurtisdiction of
the Ontario Superior Court of Justice and waive any objection based on verue or
forum non conveniens with respect to any action instituted therein arising under
this Security Agreement or in any way connected with or refated or incidental to
the dealings of the parties hereto in respect of this Security Agreement or the
fransactions related hereto, in each case whether now existing or hereafter
arising, and whether in contract, tort, equity or otherwise, and agree that any
dispute with respect to any such matters shall be heard only in the courts
described above (except that the Secured Party shall have the right to bring or
respond to any action or proceeding againstthe Borrower orits respective
property in the courts of any other jurisdiction which the Secured Party deems
necessary or appropriate in order to realize on the Coliateral or to otherwise
enforce its rights against the Borrower or its respective property).

Time shall be of the essence of this Security Agreement.

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

Notwithstanding anything herein to the contrary, to the extent that the provisions
of the PPSA impose obligations upon or restrict the rights or remedies herein
contained operating in favour of the Secured Party, and which have been wajved
or varied by the Borrower herein, whether expressly or by implication, but which
are by the provisions of the PPSA incapable of waiver or variance by the
Borrower, the provisions of the PPSA shall govern and the affected provisions
hereof shall be deemed to be amended to the extent necessary to give effect to
the said provisions of the PPSA without in any way affecting any other provision
or provisions herein.

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

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

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

The parties hereby affirm and acknowledge that if there exists any inconsistency
between the provisions of this Security Agreement and the provisions of the Loan
Agreement, the provisions of the Loan Agreement shall, to the extent of such
inconsistency, prevail.

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

SUN PAC FOODS LIMITED
’449’
Per:

Name: Csaba Reider
Title:  President

[ have authority to bind the Corporation.

Doc#1810157v2
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SCHEDULE "A"
INTELLECTUAL PROPERTY
TRADEMARKS
Trademarks ~ Canadian Trademark No. Registered Renewal Date
Owner
Purrr TMAZ280,548 Sun Pac June 17, 2013
Purrr the Connoisseur Cat food TMA288,654 Sun Pac January 8, 2014
& Design
Plat du goumaet TMAZ288,327 Sun Pac February 24,
2014
Gourmet Platter TMAZ294 078 Sun Pac August 17, 2014
DERBY TMA122 872 Sun Pac July 14, 2021
VITAL TMA302, 277 Sun Pac April, 26, 2015
BEEF EATER TMA352,365 Sun Pac February 24,
2019
Sun Pac TMA227 875 Sun Pac May 18, 2023
Sun Pac & Design TMA310,389 Sun Pac January 10, 2018
Sun Pac Just Juice & Design TMA329,434 Sun Pac July 3, 2017
. Sun Crop TMA259,180 Sun Pac May 22, 2026
Moisson du soleil TMA260,982 Sun Pac July 17, 2026
Fruit Rhapsody TMA482 505 Sun Pac April, 7 2013
Ful-O-Fruit TMA486,241 Ful-O-Fruit Inc. November 25,
2012
AQUALINN TMAE48,639 Sun Pac July 25, 2016
Fiesta TMA311,368 McDowell February 14,
2016
Magic Moments TMAZ15,005 McDowell June 6, 20186
Stuffin' Mix Design TMA274,338 McDowell November 26,
2012
Party Animal TMA270,620 McDowell July 13, 2020
Snack Attack TMA388,636 McDowell May 28, 2022
SAICO TMA127,188 McDowell July 13, 2022
Featherweight TMA185,248 McDowell November 2,
2018

Trademarks ~ U.S.

Registration Number

Renewal Date

Sun Pac 1,359,405 September 10, 2015
*Sun Pac logo (new) 1,432,008 March 10, 2017
Fruit Rhapsody 2,155,384 May 5, 2018
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SCHEDULE "B"

BORROWER'S LOCATIONS

1. i ocation of Borrower's Place of Business:

10 Sun Pac Boulevard, Brampton, Ontario, L85 4R5

2. Locations of Records relating to Collateral {if different from 1 above):

3. Locations of Collateral (if different from 1 above):
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sworn on November 12, 2013
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5000 YONGE STREFT, 107H FLOOR, TORONTO, CANADA M2N 7£9
www chaftons.com

REPLY TO: SAM RAPPOS
FILE NO.: 48398

DIRECT: 416-218-1137

FAX: 416-218-1837
EMAILL: senr{Bchaitons.com

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

Sun Pac Foods Limited
10 Sun Pac Blvd.
Brampton, ON L6S 4R5

Attention: Csaba Reider, President

Re:  Indebtedness of Sun Pac Foods Limited (the “Borrower”) fo Brideing Capitfal Inc.,
as assigned to 8527504 Canada Inc. (the “Lender”)

Dear Mr. Reider,

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

follows:
Facility A Loan — Principal $2,009,680.23
Facility A Loan — Accrued Interest $3,756.58
Facility B Loan — Principal $1,932,524.00
Facility B Loan — Accrued Interest $3,812.10
Pro-rated monthly monitoring fee $266.67
TOTAL: $3,950,039.57

Additional interest accrues at the default rate of 21% per annum from September 5, 2013
until the date of actual payment.

The indebtedness is payable on demand and is secured by, inter alia, & General Security
Agreement dated October 1, 2012.

We are advised by our client that the Borrower is in default of the terms of the Loan
Documents given that (i) the Borrower is unable to pay s debts as such debts become due;
(i} in the reasonable opinion of the Lender, there is a Material Adverse Change in the
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financial condition, ownership or operation of the Borrower; and (iii) the Borrower has
breached its reporting covenants under the Loan Documents.

The Lender hereby declares the entire amount of the indebtedness of the Borrower to the
Lender under the Loan Documents to be immediately due and payable. Unless the total
amount owing as aforesaid together with additional interest accrued and fees and legal costs
actually incurred to the date of payment or satisfactory arrangements therefor are made
forthwith, the Lender shall take such steps as it deems necessary or advisable to recover
payment of the Borrower’s indebtedness in full, without further demand upon or notice to
the Borrower. Such steps may include enforcement of its security.

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

(Canada).

Govern yourself accordingly.

Yours truly,
CHAITONS LLP

o1
L//\-

M\ Sam Rappos
LAWYER

Enclosure

Cc:  Bridging Capital Inc. (via e-mail)
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NOTICE OF INTENTION TO ENFORCE A SECURITY
(given pursuant to section 244 of the Bankruptcy and Insolvency Act)

To:  Sun Pac Foods Limited, an insolvent persen

Take notice that:

8527504 CANADA. INC., a secured creditor, intends to enforce its security on all of the
present and after-acquired personal property of Sun Pac Foods Limited.

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

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

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

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

8527504 CANADA INC,,
by its soli;i@rs Chaitons LLP

Per:

SAM RAPPOS

Qock2726004v1



This is Exhibit “D” to the Affidavit of Len Kofman
sworn on November 12, 2013
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FORBEARANCE AND AMENDING AGREEMENT

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

BETWEEN:
8527504 CANADA INC.
a corporation governed by the laws of Canada
(CGSSZ”)
-and-
SUN PAC FOODS LIMITED
a corporation governed by the laws of the Province of Ontario
(“Sun Pac”™)
-and-
LIQUIBRANDS INC.
a corporation governed by the laws of the Province of Ontario
(“Liquibrands™)

RECITALS:

A. Bridging Capital Inc. (“BCI”) made demand credit facilities available to Sun Pac
pursuant to an amended and restated letter agreement accepted by Sun Pac and
Liquibrands (collectively, the “Obligors”) on January 18, 2013 (the “Loan
Agreement”);

B. The Obligors have executed and delivered to BCI the agreements described in Schedule
“A» hereto as evidence of and security for their respective indebtedness and obligations
to BCI (collectively, the “Security”);

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

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

E. 852 has demanded repayment of the indebtedness owing under the Loan Agreement from

Sun Pac and issued a Notice of Intention to Enforce Security pursuant to Section 244 of
the Bankruptcy and Insolvency Act (Canada);
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At the request of the Obligors, 852 has agreed to forbear from enforcing the Security,
subject to and in accordence with the terms and conditions of this Forbearance
Agreement (the “Agreement”).

NOW THEREFORE THIS AGREEMENT WITNESSETH that for good and

valuable consideration, the receipt and sufficiency of which are hereby acknowledged by each of
the parties hereto, the parties agree as follows:

Definitions

L.

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

Acknowledgements

2.

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

Assignment - The Obligors each agree not to contest the validity and enforceability of the
assignment of the Loan Agreement and the Security by BCI to 852 and the right of 852 to

rely upon same.

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

Defauit — Sun Pac acknowledges and agrees that it is in default of its obligations
contained in the Loan Agreement.

Security — Each of the Obligors acknowledges and agrees that the Security now held by
852 for payment of the Indebtedness is valid, binding and enforceable against them in
accordance with its terms. FEach of the Obligors further acknowledges and agrees that the
Security shail secure all of their respective obligations and liabilities of related to, arising
from or connected with the Loan Agreement in accordance with their respective terms.

852°s Rights — Each of the Obligors acknowledges and agrees that except as provided in
this Agreement, the Loan Agreement and the Security, 852 (by itself or through its
employees, representatives or agents) has not made any promises, or taken any action or
omitted to take any action which would constitute a waiver of its right to take any
enforcement action in connection with the enforcement of the Security, or which would
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estop it from so doing and that no statement, representation, promise, act or omission by
852, BCI or its employees, representatives or agents shall create such a waiver or
estoppel unless 852 executes and delivers to the Obligors a written waiver of any such
rights.

Guarantee — Iiquibrands confirms that it has granted the guarantee described in Schedule

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

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

Forbearance

10.

852 agrees not to take any steps to enforce any of the Loan Agreement or Security prior
to the earlier of:

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

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

Notwithstanding the foregoing, the Obligors acknowledge that credit pursuant to the
Loan Agreement and this Agreement is being provided on a day to day, on demand
basis only and that 852 is and shall be under no obligation whatsoever to extend credit
pursuant to the Loan Agreement or this Agreement beyond such day to day period. The
existing defaults and the rights of 852 arising from such defaults are not waived but are
preserved. The continuation of credit is not and shall not be taken as an indication that
852 has waived or acquiesced to the existing defaults or to any other defaults and the
right of 852 to immediately enforce the Security in accordance with its terms is
unconditional.
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Credit Facilities

11.  Credit Facilities - 852 agrees to extend, and Sun Pac agrees to accept the following
additional demand credit facilities from 852 which shall be deemed to amend, mutatis
mutandis, the terms of the Loan Agreement (the credit facilities referred to in the Loan

(a) Facility C: Demand non-revolving loan of Five Hundred Thousand Dollars
($500,000) (the “Facility C Loan”, with the total advanced under the Facility
Loan being referred to as the “Facility C Principal Amount™). o

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

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

12 Advance of Facility C Loan

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

13. Advance of Facility D Loan

(a) Provided that 852 has received and is satisfied with the report to be prepared by
BDO at the expense of Sun Pac, 852 shall, promptly following the execution of
this Agreement, advance to Sun Pac as a Facility D Loan advance a single
advance in an amount equal to 2 times EBITDA of the Breadcrumbs Division (as
defined below) (as determined by BDO in its report to Sun Pac and 852 in its sole
discretion), less the Facility C Principal Amount. Fach advance shall be
deposited in Sun Pac’s Disbursement Accounts and shall be conditional upon
there being no Event of Default under this Agreement and the Loan Agreement.

14.  Interest Rate - Annual rate of 36% calculated on the daily outstanding balance of the
Facilities C and D, and compounded monthly, not in advance and with no deemed

reinvestment of monthly payments.
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Payment ~ Without limiting the right of 852 to demand repayment at any time, the
Facility C Loan and the Facility D Loan shall be indefeasibly repaid in full on the carlier
of (i) the Forbearance Termination Date; (ii) the sale of the Breadcrumbs Division; and
(iit) demand being made by 852,

Covenants and Agreements

During the Forbearance Period:

16.

7.

18.

19.

20.

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

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

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

Remuneration - Except for wages paid in the ordinary course, without the prior written
consent of 852, the Obligors shall not make any distributions, directly or indirectly, to or
for the benefit of any shareholder, director, officer, employee, any other person not
dealing at arm’s-length with the Obligors.

Sale of Breaderumbs Division

(a) The Obligors shall diligently proceed with the marketing and sale of its croutons
and breadcrumbs division that manufactures and produces products under the
MecDowell Ovens brand (the “Breadcrumbs Division™) and shall diligently keep
852 current and up to date with respect to same. The Obligors shall not accept any
offer to purchase the Breadcrumbs Division without 852°s prior written approval.
Each of the Obligors acknowledges that approval by 852 of any such offer is
within 852’s sole and absolute discretion. The Obligors shall provide 852 with a
written update every week foliowing the date of execution of this Agreement
setting out the status of the sale efforts. Any proceeds from the sale of the
Breaderumbs Division, net of any reasonable professional fees and commissions,
shall be delivered to 852 and used to permanently reduce and repay the Facility C
Loan and the Facility D Loan and, if required by 852 in its sole and absolute
discretion, the remainder of the Credit Facilities, all as determined by 852 in its
sole and absolute discretion.

(b) In the event that Sun Pac fails to meet any of the milestones set out in paragraph
31(iv) hereof, Sun Pac undertakes to transfer to 852 or its permitted assign all of
the Obligors’ property, assets and undertakings with respect to the Breadcrumbs
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Division in full satisfaction of all obligations owing pursuant to the Facility C
Loan and the Facility D Loan plus $10.00. All documentation with respect to
such transfer shall be in form and substance acceptable to 852 acting in its sole
discretion.

(¢)  As security for the obligations of Liquibrands under this Agreement, the Loan
Agreement and the Security, Liquibrands undertakes to execute, as soon as
reasonably possible following the date hereof, an option agreement (and any
ancillary documents related thereto) in favour of 852 that grants, among others
things, the option to 852 or its permitted assign to acquire all of the issued and
outstanding shares of Sun Pac held by Liguibrands (the “Shares”) for $10.00.
The option shall be exercisable by 852, and Liquibrands shall deliver the Shares
to 852 or its assignee endorsed in blank contemporaneously with this Agreement.
All documentation with respect to such option agreement shall be in form and
substance acceptable to 852 acting in its sole discretion.

21.  Capital Expenditures — The Obligors shall not make any capital expenditures without the
prior written consent of 852 in its sole discretion.

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

93.  Notice of Default — The Obligors shall, upon coming aware of same, forthwith provide
852 with written notice of the occurrence of an Event of Default hereunder.

24,  Notice of Enforcement — The Obligors shall notify 852 in writing immediately upon
receipt of any claim or demand, verbal or written, from any person for the payment of
indebtedness (excluding claims or demands for repayment of trade payables in the
ordinary course of business that are less than $25,000) or the seizure or repossession of
inventory or equipment, the enforcement of security, or the enforcement of rights by any
landlord (including the exercise of any right of distraint or the termination of any lease).

25. Priority Claims — Except as otherwise consented to in advance in writing by 832, the
Obligors shall keep current all of their respective obligations to creditors who may have a
lien, charge, security interest or deemed trust in their respective property and assets
which may rank in priority to the security held by 852 on such property and assets,
including all Priority Claims (as defined in the Loan Agreement).

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

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

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

29.

30.

respect to their respective business without the prior written consent of 852 which may be
withheld in 852’s sole discretion.

Notice of Proceedings — The Obligors shall promptly provide 852 with notice of the

- commencement of any law suit, proceedings or other action brought by any person

against any of the Obligors (where such law suit, proceedings or other action the Obligors
exceeds $25,000), and provide 852 with a copy of the relevant pleadings and diligently
keep 852 current and up to date with respect to the status of any such law suit, proceeding
or other action.

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

Default

3L

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

i) the non-payment when due of any principal, interest or other amounts payable by
Sun Pac to 852 whether under this Agreement, the Loan Agreement, or otherwise;

(il)  a default or breach of any obligation, promise, covenant, term or condition occurs
under this Agreement, the Loan Agreement or the Security;

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

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

Milestone Deadline

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

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

)

(vi)

{vii)

(viii)

(ix)

(x)

{xi)

with paragraph 20 hereof

any of the Obligors does not observe or perform any of its respective obligations
in any document, instrument, agreement or certificate executed and delivered by
any of the Obligors to any creditor, other than an unsecured trade creditor and
such breach has not been cured to the satisfaction of 852;

any person takes possession of all or any material part of the property of any of
the Obligors by distress or execution or similar process is levied or enforced
against all or any material part of the property of any of the Obligors;

any of the Obligors commits or allows to occur an act of bankruptcy or makes an
unauthorized assignment or bulk sale of its property or assets;

there is a change in the senior management of any of the Obligors without the
prior written consent of 852;

there is a change in the de facto control of any of the Obligors;

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

852, acting in good faith and upon commercially reasonable grounds, believes
that the prospect of payment of the Indebtedness and/or the amounts owing under
the Loan Agreement or performance by the Obligors of any of their obligations
under this Agreement, the Loan Agreement or the Security is or is about to be
impaired or that all or any part of any of the Obligors” property is or is about to be
placed in jeopardy.

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

@

(b)
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national receiver and receiver and manager of the Obligors’ respective property,
assets and undertaking.

Consent

33.

34.

Subject to applicable law, upon the occurrence of an Event of Default, the Obligors each™

consent to any action by 852 in connection with the enforcement of the Loan Agreement
and Security, without the necessity of further notice or demand, and hereby agree not to
directly or indirectly commence, carry on, consent to, or be a party in any way to any
proceeding which would constrain any such action or which would call into question the
validity or enforceability of the Indebtedness, the Credit Facilities, the Loan Agreement
and/or the Security. Without limiting the generality of the foregoing, upon or after the
oceurrence of an Event of Default, the Obligors each hereby irrevocably consent to the
making of a bankruptcy order and the private or Court appointment of a receiver or
receiver and manager in respect of any or all of the property or assets of the respective
Obligors.

Concurrently with the execution of this Agreement, the Obligors shall each execute
consents in the form attached hereto as Schedule “C” to give effect to the above
consents. The consents may be utilized by 852 at any time upon or after the occurrence
of an Event of Default, acting in 852’s sole and unfettered discretion. The Obligors cach
authorize 852’s or its solicitors to insert the date onto the consents.

Miscellaneous

35.

36.

Forbearance Fee — Sun Pac shall pay to 852 the sum of $50,000 as a forbearance fee (the
“Forbearance Fee”), which shall be fully earned on cxccution of this Agreement and
shall be payable as follows: (a) $25,000 from the initial advance of the Facility C Loan;
and (b) $25,000 on the earlier of (i) the Forbearance Termination Date; (i1) the sale of the
Breadcrumbs Division; (iif) demand being made by 852; and the (iv) date of the initial
advance of the Facility D Loan. Payment of the unpaid portion of the Forbearance Fee
by Sun Pac shall be sccured by the Security.

Reimbursement — The Obligors agree to reimburse 852 in respect of all reasonable
expenses (including reasonable legal fees and disbursements at its solicitors’ normal
charges and any amounts paid to BDO arising from 852°s guarantee of payment of the
fees and disbursements owing by the Obligors to BDO pursuant to an engagement letter
dated September 5, 2013) which 852 has incurred or will incur in connection with any
review of the Loan Agreement and the Security, the negotiation, preparation and
administration of this Agreement, and the enforcement of the Loan Agreement and the
Security. 852 may pay such expenses directly and the amount so paid shall form part of
the indebtedness of the Obligors to 852, shall bear interest from the date of payment at
the highest rate payable by Sun Pac for any of the Credit Facilities and shall be secured
by the Security.

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

LJ.)‘

40.

41,

42,

43.
44,

45,

Capacity and Authority — Fach of the Obligors represents and warrants to 852 that it has
the capacity and authority to enter into and perform its respective obligations under this
Agreement.

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

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

Severability — If, in any jurisdiction, any provision of this Agreement or its application to
any party or circumstance is restricted, prohibited or unenforceable, such provision shall,
as to such jurisdiction, be ineffective only to the extent of such restriction, prohibition or
unenforceability without invalidating the remaining provisions of this Agreement and
without affecting the validity or enforceability of such provision in any other jurisdiction
or without affecting its application to other parties or circumstances.

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

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

Notices — Any notice, consent or approval required or permitted to be given in connection
with this Agreement (a “Notice”) shall be in writing and shall be sufficiently given if
delivered (whether in person, by courier service or other personal method of delivery), or
if transmitted by facsimile:

(1) in the case of a Notice to 832 at:

77 King Street West
Suite 2925, P.O. Box 322
Toronto, Ontarioc M5K 1K7

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

and with a copy to:
Chaitons LLP

5000 Yonge Street, 10™ Floor
Toronto, Ontario M2N 7ES
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Attention: Philip L. Taylor
Facsimile: (416) 218-1855

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

46,

47.

48,

49.

50.

10 Sun Pac Blvd.
Brampton, Ontario L6S 4R35

Attention: Csaba Reider
Facsimile: (905) 792-8450

Assignment — The Obligors may not assign this Agreement or any rights or obligations
under this Agreement except with the prior written consent of 852 which may be
withheld in 852°s sole discretion.

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

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

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

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

[THE REMAINDER OF THIS PAGE WAS INTENTIONALLY LEFT BLANK]
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IN WITNESS OF WHICH the partics have duly executed this Agreement on the date
described above.

8527504 CANADA INC.

By:

Name: Natasha Sharpe
Title:  President

| have authority to bind the corporation

SUNPAC FOODS LIMITED LIQUIBRANDS INC.

Name: Csaba Reider Name: Csaba Reider

Title: President Title: President

I have authority to bing the corporation 1 havs authority to bind the corporation

Doct2728007vB




SCHEDULE “A”

1. Amended and Restated Facility A Demand Grid Promissory Note dated January 18, 2013

852

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

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

4, Assignment of Insurance Monies dated October 1, 2012 executed by Sun Pac in favour of
BCI, as assigned to 852

5. Guarantee and Postponement dated October 1, 2012 executed by Liquibrands in favour of
BCI, as assigned to 852

6. General Security Agreement dated October 1, 2012 executed by Liquibrands in favour of
BCI, as assigned to 852

Doc#2726007v8



SCHEDULE “B”

INDEBTEDNESS OWING
Loan Amount
Facility A Loan - Principal $2,009,680.23
Facility A Loan — Accrued Interest $3,756.58
Facility B Loan - Principal $1,932,524.00
Facility B Loan — Accrued Interest $3,812.10
Pro-rated monthly monitoring fee $266.67
TOTAL: $3,950,039.57
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SCHEDULE *C”

See attached,
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CONSENT

TO: 8327504 CANADA INC,

SUN PAC FOODS LIMITED hereby consents to (he private or court appeintment of an

interim receiver, recciver ar rceeiver and manager in respect of its property, sssets and
undertaking.

p .
DATED at Brampton, Onario this £/ "day of J&f77 , 2013

SUN PAC FOODS LIMITED

Per: %//

Nure: Csaba Reider
Titler President

[ have authority to hind the corporation

Dondt27 25007



CONSENT

LIQUIBRANDS TNC, hercby consents to the private or court appointment of an interim

receiver, recejver or recciver and manager in respect of its property, assets and undertaking.

DATED at Brampton, Ontario tkis _// Ygay of ,(Z?”?" y 200 _

LIQUIBRANDS INC.

Name: Csaba Reidoer
Title:  President

T have authority to bind the corporation

DacFa7 26001 ve




ONTARIO
SUPERIOR COGURT OF JUSTICE
{IN BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE BANKRUPTCY OF
SUN PAC FOODS LIMITED,
& company ineorporated under the laws of the Provinee of Ontarin, eariying on business in
tite City of Brampton, in the Provinee of Ontario

CONSENT

SUN PAC FOODS LIMITED hereby consents to the immediate making of & Bankruptey

Order in rospect of its property, assets and undertakings.

DATED at Brampton, Ontario this // %{cfay of JeP7 \ 20L§

SUN PAC FOODS LIMITED -

MName: Csaba Raider
Title; Presidam

I have the authorily to bind the corporation

Datif2T2B007vE



ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUFTCY AND E*IS{}LVENCV_) _

IN THE MATTER OF THE RANKRUPTCY OF
LIQUIBRANDS INC,,
i cotipany incorporated under the laws of the Provinee of O ntario, earrying on business in
the City of Brampton, in the Provinee of Oatarip

CONSENT

LIQUIBRANDS INC. hereby consents to the immediate muking of 8 Bankruptey Order
in respect of its property, assets and undertakings.

el
DATED at Brampton, Ontario this /4 __day of L£77  301%

LIQUIBRANDS INC. )

Narme; CEab Reider
Title: President

I have the aulhorify to bind the corporation

Doegav2a0074R




This is Exhibit “E” to the Affidavit of Len Kofman
sworn on November 12, 2013

P

A Commissioner for the taking of affidavits, etc.



CONSENT

TO: 8527504 CANADA INC,

SUN PAC FOODS LIMITED hereby consents to the private of ¢ourt appoitment of an

interim receiver, Teceiver or receiver and manager in respect of its property, essels and
underteking,

e .
DATED at Brampton, Ontario this _£/  day of .5;”‘/“' L2012

SUN PAC FOODS LIMITED

Per: %‘///

Name; Casaba Reijder
Title:  President

[ have authority to bind the comporation

Cosi27 a8hha



CONSENT

TO: 8527504 CANADA INC,

LIQUIBRANDS TNC, liercby consents to the private or court appointment of an interim

receiver, receiver or receiver and manager in respeet of its property, assets and undertaking.

DATED at Brampton, Ontario this /4 Vgay ofg’?." 200

LIQUIBRANDS INC.

Name; Csaba Reidor
Title:  President

I have authority to bird the corporation

DogHATB00TvE




ONTARIO
SUPERIOR COURT OF JUSTICE
{IN BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE BANKRUPTCY OF
SUNPACFOQODS LIMITED,

a company incorparated under the laws of the Provinee of Ontario, carrying on business in

tire City of Brampton, in the Provinee of Ontario

CONSENT

SUN PAC FOODS LIMITED hereby consents to the immediate making of & Banknptcy
Order in respect of iis property, assets and undertakings.

DATED at Brampton, Ontario this /7 1;w:jay of Je#7 ‘ZOL;S

SUN PAC FOODS LIMITED .~

Mame: Csaba Retder
Title: President

| have the muthorily to bind the carporation

DntH27F 280078



ONTARIO
SUPERIOR COURT OF JUSTICE
(N BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE BANKRUPTCY OF
LIQUIBRANDS INC.,
i corapany incorporated under the laws of the Province of Ountario, carrying on busineys in
the City of Brampton, in the Provinee of Ontario

CONSENT

LIQUIBRANDS INC, hereby consents to the immediate making of 8 Bankruptey Order

in respect of ils property, assets and undertakings.

7 e
DATED at Brampton, Ontario this /{__day of 4277 2013

LIQUIBRANDS INC. .

Narme; Cfaba Reider
Title: President

I have the sutharity 1o bind the corporation

Nog#2728007R




This is Exhibit “F” to the Affidavit of Len Kofman
sworn on November 12, 2013

A Commissioner for the taking of affidavits, etc.



5000 YONGE STREET, 10TH FLOOR, TORONTO, CANADA M2N 7E9
www.chaitons.com

REPLY TO: PHILIP L. TAYLOR

FILE NO.; 48398

DIRECT: 416-218-1125
PAX: 416-218-1855
EMAH; philip@chaitons.com

PRIVATE & CONFIDENTIAL
October 10, 2013
VIA EMAIL

Sun Pac Foods Limited
10 Sun Pac Blvd,
Brampton, ON L6S 4R5

Attention: Csaba Reider, President

Re:  Indebtedness of Sun Pac Foods Limited io Bridging Capital Inc., as assigned to
8527504 Canada Inc. (the “Lender”)

Dear Mr. Reider,

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

We confirm that the Lender has expressed to Sun Pac serious concerns with, inter alia,
persistent late reporting; draw requests being made in excess of availability; the inclusion of
slow moving inventory in the Weekly Borrowing Base Report premised upon inaccurate and
changing information; the inclusion of inventory in the Weekly Borrowing Base Report with
incorrect values; and persistent failure to meet sales projections. In particular, the Lender
has expressed concern in respect of a quantity of Brazilian frozen concentrate (the “Juice”)
that had been rejected by the US FDA prior to the execution of the Loan Agreement. At the
time, Sun Pac had advised that the Juice was to be sold to a cruise liner. When asked why
the Juice had not been sold some months later, Sun Pac advised that the juice was going to
be repackaged and sold to dollar stores. Months later in response to further enquiry as to
why the Juice remained in inventory, Sun Pac advised that it would be blended in to regular
product. Given that the Juice remains in inventory and the fact that the Borrower is
persistently short on raw material, it has become clear to the Lender that the juice is not
suitable for sale. Furthermore, it has become clear that the Lender can no longer rely on

information provided by management.

We further confirm that the Lender has expressed serious concerns with respect to the
immediate and long term working capital requirements and the prospects and sustainability

of the business of the Borrower.

Doc#2834867v4
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As you are aware, Sun Pac and Liquibrands acknowledged in the Forbearance Agreement
that any credit provided by the Lender pursuant to the Loan Agreement and the
Forbearance Agreement was being provided at its discretion on a day to day, on demand
basis and that the Lender was and is under no obligation whatsoever to extend any credit or
malke any further advances to Sun Pac.

Pursuant to the terms of the Loan Agreement, the availability of advances or subsequent -
advances is subject to and conditional upon, inter alia, the Lender being satisfied that there
has been no Event of Default and no event that affects of could materially adversely affect
the business, assets, liabilities, prospects or operations of Sun Pac. Please be advised that in
light of the foregoing, the fact that the exclusion of the Juice from the Facility A Loan
Availability has put further strain on the working capital of Sun Pac and the Lender’s lack of
confidence in management, the Lender has determined that there has been a material
deterioration in the prospects and financial condition of Sun Pac.

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

terminated.

Yours truly,
CHAITONS LLP

it

2

Philip L Fontll
Partrier
. Bridging Capital (via email)

Doch2834867v4



This is Exhibit “G” to the Affidavit of Len Kofman
sworn on November 12, 2013

A Commissioner for the taking of affidavits, ete.




From: James Grout [maitto: JGrout@taf.ca]
Sent: Monday, November 11, 2013 08:34 PM
To: Harvey G. Chaiton

Subject: Re: Sun Pac

Harvey
Have George send me the materials.
[ am seeking instructions.

Jim

From: Harvey G, Chaiton [mailto:Harvey@chaitons.com]

Sent: Monday, Novemnber 11, 2013 07:53 PM Eastern Standard Time

To: James Grout

Cc: Philip L. Taylor <Philip@chaitons.com>; George Benchetrit <George@chaitons.com>
Subject: Re: Sun Pac

Jim

am on a plane tomorrow morning to lIC conference. | informed Bridging Capital of your advice that Sun
Pac ceased operations last Thursday. In the circumstances, we have received instructions to seek
appointment of a receiver without delay. We intend to see a judge tomorrow afternoon. George
Benchetrit will be handling matter. He will send you an electronic copy of the materials once available.
Pis let George know whether the company intends to oppose or take a position. Thx

Harvey G G
Partner = Chaitons LLP = T:416.218.1129

From: Harvey G. Chaiton

Sent: Monday, November 11, 2013 03:58 PM
To: 'James Grout’ <JGrout@tgf.ca>

Cc: Philip L. Taylor

Subject: Sun Pac

Jim

Further to our telephone conversation a short time ago, | want to confirm my understanding of what
you mentioned. I understand you were retained by the company last week and had a meeting with
Csaba Reider, the CEO of the company, on Friday to discuss this matter. It was not until today that he
advised you that he had shut down operations last Thursday, letting all but a few employees go home.
You indicated that it was up to Bridging Capital to decide whether, in the circumstances, to enforce iis
security or fund operations to allow company to resume operations and conduct a sale process. If
Bridging Capita! should decide to seek the appointment of a receiver, does the company intend to
oppose? Please advise.

Harvey G. Chaiton
Partner



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

5000 Yonge Street, 10th Floor, Toronto, Canada, M2ZN 7ES
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This is Exhibit “H™ to the Affidavit of Len Kofman
sworn on November 12, 2013

A Commissioner for the taking of affidavits, etc.



PERSONAL PROPERTY SECURITY
REGISTRATION SYSTEM (ONTARIO)
ENQUIRY RESULTS

Prepared for : CHAITONS LLP (DB}
Reference : 48398

Docket : 48398

Search ID : 511068

Date Processed : 11/12/2013 8:27:44 AM
Report Type : PPSA Electronic Response
Search Conducted on : SUN PAC FOODS8 LIMITED
Search Type : Business Debtor
DISCLAIMER

This report has been generated using data provided by the Personal

Property Registration Branch, Ministry of Government Services,

Government of Ontario. No liakility is undertaken regarding its correctness,
complateness, or the interpretation and use that are made of it.



MINISTRY OF CONSUMER AND BUSINESS SERVICES
PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
ENQUIRY RESPONSE

THIS IS TO CERTIFY THAT A SEARCH HAS BEEN MADE IN THE RECORDS OF THE
CENTRAL COFFICE OF THE PERSCNAL PROFPERTY SECURITY SYSTEM IN RESPECT
OF THE FOLLOWING:

TYPE OF SEARCH: BUSINESS DEBTOR

CONDUCTED ON: SUN PAC FOODS LIMITED

FILE CURRENCY: November 11, 2013

RESPONSE CONTAINS: APPROXIMATELY 3 FAMILIES and 4 PAGES.

THE SEARCH RESULTS MAY INDICATE THAT THERE ARE SOME REGISTRATIONS
WHICH SET OUT A BUSINESS DEBTOR NAME WHICH IS SIMILRR TC THE NAME
IN WHICH YOUR ENQUIRY WAS MADE. IF YOU DETERMINE THAT THERE ARE
OTHER SIMILAR BUSINESS DEBTCR NAMES, YOU MAY REQUEST THAT
ADDITIONAL ENQUIRIES BE MADE AGAINST THOSE NAMES.

THE ABOVE REPCRT HAS BEEN CREATED BASED ON THE DATA PROVIDED BY
THE PERSONAL PROPERTY REGISTRATION BRANCH, MINISTRY OF CONSUMER
AND BUSINESS SERVICES, GOVERNMENT COF ONTARIO. NO LIABILITY IS
UNDERTAKEN REGARDING ITS CORRECTNESS, COMPLETENESS, OR THE
INTERPRETATION AND USE THAT ARE MADE OF IT.



MINISTRY OF CONSUMER AND BUSINESS SERVICES
PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
ENQUIRY RESPONSE

TYPE OF SEARCH: BUSINESS DEBTCOR

CONDUCTED ON: SUN PAC FCODS LIMITED
FILE CURRENCY: November 11, 2013

1C FINANCING STATEMENT / CLAIM FOR LIEN

FAMILY : 1 OF 3 ENQUIRY PAGE : 1 0F 4
SEARCH : BD : SUN PAC FOODS LIMITED
00 FILE NUMBER : 679850186 EXPIRY DATE : 12JUL 2017 STATUS
01 CAUTION FILING : PAGE : 001 OF 1 MV SCHEDULE ATTACHED
REG NUM : 20120712 1311 1550 4323 REG TYP: P PPSA REG PERIOD: &
02 IND DOB : IND NAME:
03 BUS NAME: SUN PAC FOODS LIMITED
OCN
04 ADDRESS : 10 SUN PAC BLVD
CITY : BRAMPTON PROV: ON POSTAL CODE: L&68 4R5
05 IND DORB : IND NAME:
06 BUS NAME:
OCN :
07 ADDRESS
CITY : PROV: POSTAL CODRE:

08 SECURED PARTY/LIEN CLAIMANT

LIQUIBRANDS INC.

09 ADDRESS : 10 5UN PAC BLVD

CITY : BRAMPTON PROV: ON POSTAL CODE: L&8 4R5

CONS. MV DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X X X X

YEAR MAKE MCDEL V.I.N.

11

1z

GENERAL COLLATERAL DESCRIPTICON

13

14

15

16 AGENT: WILDEBOER DELLELCE LLP [A. SIMON]

17 ADDRESS : SUITE 800, 365 BAY STREET

CITY : TORCNTO PROV: ON POSTAL CCDE: M5H 2V1

CONTINUED

*##%% FOR FURTHER INFORMATION, CONTACT THE SECURED PARTY. **¥



MINISTRY OF CCNSUMER AND BUSINESS SERVICES
FERSCNAL PROPERTY SECURITY REGISTRATION SYSTEM
ENQUIRY RESPONSE

TYPE OF SEARCH: BUSINESS DEBTOR

CONDUCTED ON: SUN PAC FOODS LIMITED
FILE CURRENCY: November 11, 2013

2C FINANCING CHANGE STATEMENT / CHANGE STATEMENT

FAMILY 1 0F 3 ENQUIRY PAGE : 2 OF 4
SEARCH : BD : SUN PAC FCODS LIMITED
FILE NUMBER 6798950186
PAGE TOT REGISTRATION NUM REG TYPE
01 CAUTION 001 OF 1 MV SCHED: 20121010 1456 1590 88981
21 REFERENCE FILE NUMBER : 673890186
22 AMEND PAGE: NG PAGE: CHANGE: J OTHER REN YEARS: CORR PER:
23 REFERENCE DEBTOR/ IND NAME:
24 TRANSFERQOR : BUS NAME: SUN PAC FOCDS LIMITED

25 OTHER CHANGE: SUBCRDINATION

26 REASON: LIQUIBRANDS INC. HAS SUBORDINATED ITS SECURITY INTEREST IN THE
27 /DESCR: ASSETS OF THE DEBTOR IN FAVOUR OF BRIDGING CAPITAL INC.

28 :

02/05% IND/TRANSFEREE:

03/06 BUS NAME/TRFEE:

OCN:

04/07 ADDRESS:

CITY: PROV: POSTAL CODE:

29 ASSIGNOR:
08 SECURED PARTY/LIEN CLAIMANT/ASSIGNEE

0% ADDRESS

CITY : PROV POSTAL CCDE :

CONS . MV DATE CF NO FIXED
GOCDS INVTRY EQUIP ACCTS OTHER INCL AMOUNT MATURITY OR MAT DATE
10

11

12

13

14

15

16 NAME : CHAITONS LLP [DBR/48398]

17 ADDRESS : 5000 YONGE STREET, 10TH FLOCR

CITY : TORONWNTO FROV : ON POSTAL CODE : M2N 7ES

END OF rPAMILY

**% FOR FURTHER INFORMATION, CONTACT THE SECURED PARTY. *%*%*



MINISTRY OF CONSUMER AND BUSINESS SERVICES
PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
ENQUIRY RESPONSE

TYPE OF SEARCH: BUSINESS DEBTOR

CONDUCTED ON: SUN PAC FOODS LIMITED
FILE CURRENCY: November 11, 2013

1C FINANCING STATEMENT / CLAIM FOR LIEN

FAMILY - 2 OF 3 ENQUIRY PAGE : 3 OF 4
SEARCH : BD : SUN PAC ¥FOODS LIMITED
00 FILE NUMBER : 681454404 EXPIRY DATE : 14SEP 2017 STATUS
01 CAUTION FILING : PAGE : 001 OF 1 MV SCHEDULE ATTACHED
REG NUM : 20120914 1318 1590 7593 REG TYP: P PPSA REG PERIOD: 5
02 IND DOB : IND NAME:
03 BUS NAME: SUN PAC FOODS LIMITED
OCN
04 ADDRESS : 10 SUN PAC BLVD.
CITY : BRAMPTON PROV: ON POSTAL CODE: L6S 4R5
05 IND DOB : IND NAME:
06 BUS NAME:
OCN
07 ADDRESS -
CITY : PROV : POSTAL CODE:

08 SECURED PARTY/LIEN CLAIMANT

BRIDGING CAPITAL INC.

09 ADDRESS : 25 WELLINGTON STREET WEST, SUITE 915

CITY 1 TORONTO PROV: ON POSTAL CODE: M5J 2N7

CONS. MV DATE OF OR NOC FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X X X X

YEAR MAKE MODEL V.
11

12

GENERAL COLLATERAL DESCRIPTION

13

14

15

16 AGENT: CHAITONS LLP [DB/48398]

17 ADDRESS : 5000 YONGE STREET, 10TH FLOOR

CITY : TORONTO PROV: ON POSTAL CODE: M2ZN 7E9

=]
=

END OF FAMILY

#%% FOR FURTHER INFORMATION, CONTACT THE SECURED PARTY. ¥¥%*



MINISTRY OF CONSUMER AND BUSINESS SERVICES
PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM
ENQUIRY RESPCNSE

TYPE OF SEARCH: BUSINESS DEBTOR

CONDUCTED ON: SUN PAC FOODS LIMITED
FILE CURRENCY: Ncvember 11, 2013

1C PINANCING STATEMENT / CLAIM FOR LIEN

FAMILY - 3 OF 3 ENQUIRY PAGE : 4 OF 4
SEARCH : BD : SUN PAC FQOODS LIMITED
00 FILE NUMBER : 689459508 EXPIRY DATE : 14AUG 2018 STATUS
01 CAUTION FILING : PAGE : 001 OF 001 MYV SCHEDULE ATTACHED
REG NUM : 20120814 1320 1862 1938 REG TYP: P PPSA REG PERICD: 5
02 IND DOB : IND NAME:

03 BUS NAME: SUN PAC FOODS LIMITED

OCN : 1682762

04 ADDRESS : 10 S5UN PAC BOULEVARD

CITY : BRAMPTON PROV: ON POSTAL CODE: L6S 4R5
05 IND DCE : IND NAME:

06 BUS NAME:

OCN

07 ADDRESS

CITY : PROV: POSTAL CODE:

08 SECURED PARTY/LIEN CLAIMANT

MENKES GTA INDUSTRIAL HOLDINGS INC.

09 ADDRESS : 4711 YONGE STREET, SUITE 1400

CITY : TORCONTO PROV: ON POSTAL CODE: M2N 7E4

CONS. MV DATE OF QR NO FIXED
GOODS INVIRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X X X X
YEAR MAKE M

11

12

GENERAL COLLATERAL DESCRIPTION

13

14

15

16 AGENT: LITOWITZ PETTLE & SILVER LLP [H. LITOWITZ]

17 ADDRESS : 100 MURAL STREET, SUITE 2CC

CITY : RICHMOND HILL PROV: CON POSTAL CODE: L4E 1J2

LAST SCREEN

#%% FOR FURTHER INFORMATION, CONTACT THE SECURED PARTY., ##%
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TO:!

RE:

AGREEMENT OF LANDLORD
Bridging Capital Inc. ("BCl")

Sun Pac¢ Foods Limited
{the "Tenant")

AND RE: Lease of 10 Sun Pac Blvd., Brampton, Ontarjo, LES 4R5 (the "Premises") by

Menkes GTA Industrial Holdings Inc. (the "Landlord”) to the Tenant
pursuant to a lease dated July 1, 2013 ({the "Lease")

WHEREAS the Landiord is the owner of the Premises which have been leased to the Tenant
pursuant to the Lease,

WHEREAS BCI has or will be extending credit to the Tenant and has or will obtain rights,
interests, security interests or other encumbrances in and to the property and assets of the
Tenant described in Schedule "A" hereto (the "Collateral").

AND WHEREAS in order to assist the Tenant in obtaining credit from BCI for as long as BCI
holds a security interest In the Collateral and for other good and valuabie consideration, the
receipt and sufficiency of which are hereby acknowledged, the Landlord hereby agrees with BCI
as follows:

1.

Landiord waives, releases and postpones in favour of BCI for as long as BCI hoids a
security interest in the Collateral any and all rights, claims or privileges (inciuding,
without limitation, the right of distress) which the Landlord now has or hereafter may
have with respeact to the Collateral.

The Collateral shall not be deemed a fixture or part of the real estate but shall at all
times be considered personal property.

The Landlord agrees that it will not accept a surrender of the Lease, In whole or in part,
without the prior written consent of BCL.

If at any time during the term of the Lease the Tenant shall be in default of any of the
covenants, conditions or agreements contained in the Lease, the Landiord, before
gxarcising any of its rights and remedies set forth in the Lease or at law (the "Rlights”),
shall provide BCI with five (5) business days prior written notice of its intention to
exercise such rights and remedies (the “Notice").

At any time after recsipt of the Notice and prior to the Landlord’s exercise of the Righs,
BCI| may, at its option, do all or any of the following without payment of Cccupation Rent
(as hereinafter defined) or otherwise:

a. BCI or its representatives may enter upon the Premises at any time provided it
first delivers satisfactory evidence of insurance to the Landlord to inspect,
appraise or remove the Collateral, and may advertise and conduct a liquldation,
public auction or private sale thereon, provided any damage to the Premises
caused thereby is repaired by BCI, and provided that BC! covenants and agrees

Docn2B835224v2



to use its reasonable best efforts to maximize the proceeds obtained by the sale
of the Collateral and to properly account to the Landlord as contemplated below:

b. BCI or its representatives may carry on the business of the Tenant or maintain
the Collateral at the Premises;

¢. BCl or its representatives may assign the Lease to a purchaser of all or any part
of the Collateral with the consent of the Landlord such consent not to be
unreasonably withheld in accordance with the terms of the Lease. Upon such
asslgnment, BC! or its representatlves shall have no liability to the Landlord for
any of the Tenant's obligations under the Lease; and

d. BCI may terminate its occupation rights under this Section on 6 business days
notice to the Landlord after which BCI shall have no liability to the Landlord for
occupation rent or any of the Tenant's obligations under the Lease;

provided that in the event that BCI wishes to exercise its occupation rights under this
Section 5 for a period in excess of 12 weeks, commencing the beginning of the 13"
week, BCI shall pay Occupation Rent (being specifically basic rent as provided for in
the Lease, taxes, insurance and maintenance (of a non-capital nature)) to the
Landlord calculated on a per diem basis and payable monthly in arrears; provided
further that in the event that the Landlord is a creditor of the Tenant and wishes to
extend or makes a request of a Receliver (private or Court appointed) or Trustee or
otherwise to extend the sale process or requires an extended sale process, all
Oceupation Rent shall be for the account of the Landlord and all amounts up fo
$6,650,000.00 owing by the Tenant to BCI shall be paid in priority to any Occupation
Rent. Any monies received in excess of the lesser of the monies owed by the Tenant
to BCI and $6,650,000.00 shall be paid to the Landlord in respect of monies owing to
the Landiord by the Tenant pursuant to the Lease. The Landlord agrees not to
dispose of its interest in the Lease and the Premises without informing its successor
of the terms of this agreement, and the Landlord shall cause its successor to agree
to be bound by the provisions of this agreement prior to such disposition.

B. The Landlord confirms that the Lease is in good standing and in full force and effect, all
rents due thereunder tc the date hereof have been duly paid, and neither party is in
default in the observance or performance of its respective covenants in the Lease lo the
date hereof,

Any notice required or permitted o be given by the Landlord to BCI must be in writing

and be delivered or sent by personal delivery, facsimile or by registered mail (except
during a postal disruption or threatened postal disruption} addressed to the recipient as

follows:

to BCL 95 Wellington Street West, Suite 815
Toronto, Ontario
Fax: (418) 633-4955

{o the Landlord: 4711 Yonge Street, Suite 1400

Dock2668224v2
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Fax: {(416) 491-2304

Any notice delivered personally or by facsimile will be deemed to have been validly and
sffgctively given on the day of delivery. Any notice sent by registered mail will be
deemed to have been validly and effectively given on the third business day following
the date of malling.

8. This agreement shail be binding upon the Landlord, BC| and their successors and
assigns and shall enure to the benefit of each respective party and its successors and
assigns inciuding, without fimitation, any Receiver (privateé or Court appointed), Trustee
or otherwise.

IN WITNESS WHEREOQOF this agreement has been executed by the Landiord and BCi as of the
day of July, 2013. .

Per: ' / "
%g:e Peter Monkes

| have QEEWWW%%%

BRIDGING CAPITAL INCT™

Per; S O
Name:

Title:

| have authorﬁletmmat@;mp@ration

President
Rridging Capital Ino,
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SCHEDULE “A”
All of the Tenant's property, assets and undertaking, including, without limitation, the Tenant's
inveniory now or hereafter on or at the Premises, and all increases, additions, accessions
thereto, replacements and substitutions thereof and therefore and those fixtures and chattels st
out in Schedule “C” to the Lease attached harseto as Schedule "B”.

SCHEDULE “B”

See attached.
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SCHEDULE =C”
List of Tenant's Fixtures and Chattels

PRCDUCTION /| PROCESS

All equipment, support structures, conveyors, process supply and Infrastruciure
(including but not limited to power, compressed air, water, gas, steam, hot water)

HOT WATER / STEAM SUPPLY

All boilers, hot water heaters, pumps, associated piping, power (supply and distribution)
and drainage to the floor level

ELECTRICAL POWER SUPPLY (POWER)

All distribution downstream of the prime switchgear used to power production / process /
hot water / steam supply. Prime switchgear is located above or near the electrical vault.

WATER DISTRIBUTION

All piping and pumping and distribution from discharge fiange of municipal water supply
shut-off valve, Inciuding any municipal metering devices.

TJANK FARM
All tanks, pumps, power, utilities, piping and assoclated equipment.

DRAINAGE

All sump pumps and water treatment facilities prior to discharge Into the municipal
waste system.

BATTERY CHARGERS

Ali battery chargers, stands, racks, power supply and distribution.

(coliectively, “Tenant's Fixtures and Chattels”)



This is Exhibit “J” to the Aflidavit of Len Kofman
sworn on November 12, 2013

A Commissioner for the taking of affidavits, etc.



Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERICAL LIST)

BETWEEN:

8527504 CANADA INC.

Applicant

-and-

SUNPAC FOODS LIMITED

Respondent

APPLICATION UNDER Section 243 of the Bankrupfey and Insolvency Act, R.S. C. 1985, ¢. B-
3, and Section 101 of the Courts of Justice Act, R.8.0. 1990, c. C.43.

CONSENT

BDO Canada Limited hereby consents to its appointment as receiver of the property,
assets and undertakings of the Respondent substantially in accordance with the terms of the draft

Order included with the application record herein.

BDO CANADA LIMITED

S

1 have authority to bind the corporation.

Per:

Doc#2860660vE



Court I'ile No.

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE ) DAY, THE DAY
)
JUSTICE ) OF NOVEMBER, 2013
BETWEEN:
8527564 CANADA INC.
Applicant
-and -
SUN PAC FOODS LIMITED
Respondent

APPLICATION UNDER Section 243 of the Bankruptcy and Insolvency Act, R.S.C 1985, ¢. B-3,
and Section 101 of the Courts of Justice Act, R.85.0. 1990, ¢. C.43.

ORDER

THIS MOTION made by the Applicant for an Order pursuvant to section 243(1) of the
Bankruptcy and Insolvency Act, R.S.C. 1985, ¢. B-3, as amended (the "BIA") and section 101 of
the Courts of Justice Act, R.S.0. 1990, ¢. C.43, as amended (the "CJA") appointing BDO Canada
Limited as receiver (in such capacities, the "Receiver") without security, of all of the assets,
undertakings and properties of Sun Pac Foods Limited (the "Debtor") acquired for, or used in
relation to a business carried on by the Debtor, was heard this day at 330 University Avenue,

Toronto, Ontario.

ON READING the affidavit of Len Kofman sworn November 12, 2013 and the Exhibits
thereto and on hearing the submissions of counsel for the Applicant, no one appearing for
[NAME] although duly served as appears from the affidavit of service of [NAME] swom
[DATE] and on reading the consent of BDO Canada Limited to act as the Receiver,

Doc#Z860662v1



SERVICE

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

dispenses with further service thereof.
APPOINTMENT

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

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

RECEIVER’S POWERS

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

following where the Receiver considers it necessary or desirable:

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

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

(b) to receive, preserve, and protect of the Property, or any part or parts thereof,
including, but not limited to, the changing of locks and security codes, the
relocating of Property to safeguard it, the engaging of independent security
personnel, the taking of physical inventories and the placement of such insurance

coverage as may be necessary or desirable;

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

contracts of the Debtor;

Doc#2860662v1
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3.

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

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

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

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

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

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

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

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

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

Property and operations of the Debtor;

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

any such proceeding;

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

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

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

out of the ordinary course of business,



(m)

(n)

(0)

()

(@

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

does not exceed $ ; and

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

set out in the preceding clause;

and in each such case notice under subsection 63(4) of the Ontario Personal
Property Security Act, [or section 31 of the Ontario Morigages Act, as the case
may be,] shall not be required, and in each case the Ontario Bulk Sales Act shall

not apply.

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

liens or encumbrances affecting such Property;

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

as the Receiver deems advisable;

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

against title to any of the Property;

to apply for any permits, licences, approvals or permissions as may be required by
any governmental authority and any renewals thereof for and on behalf of and, if

thought desirable by the Receiver, in the name of the Debtor;

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

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

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

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

performance of any statutory obligations.

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

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

BUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

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

Property to the Receiver upon the Receiver's request.

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

prohibiting such disclosure.

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

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

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

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

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

with the written consent of the Recelver or with leave of this Court,

NO PROCEEDINGS AGAINST THE DEBTOR OR THE PROPERTY

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

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

NO EXERCISE OF RIGHTS OR REMEDIES

9. THIS COURT ORDERS that all rights and remedies against the Debtor, the Receiver, or
affecting the Property, are hereby stayed and suspended except with the written consent of the
Receiver or leave of this Court, provided however that this stay and suspension does not apply in
respect of any "eligible financial contract" as defined in the BIA, and further provided that
nothing in this paragraph shall (i) empower the Receiver or the Debtor to carry on any business
which the Debtor 1s not lawfully entitled to carry on, (i1} exempt the Receiver or the Debtor from

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

Doc#2860862v1
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(iii) prevent the filing of any registration to preserve or perfect a security interest, or (iv) prevent

the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

10. THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere
with, repudiate, terminate or cease to perform any right, renewal right, confract, agreement,
licence or permit in favour of or held by the Debtor, without written consent of the Receiver or

{eave of this Court.

CONTINUATION OF SERVICES

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

or as may be ordered by this Cout.

RECEIVER TO HOLD FUNDS

12. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of
payments received or collected by the Receiver from and after the making of this Order from any
source whatsoever, including without limitation the sale of all or any of the Property and the
collection of any accounts receivable in whole or in part, whether in existence on the date of this
Order or hereafter coming into existence, shall be deposited into one or more new accounts to be
opened by the Receiver (the "Post Receivership Accounts") and the monies standing to the credit

of such Post Receivership Accounts from time to time, net of any disbursements provided for
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herein, shall be held by the Receiver to be paid in accordance with the terms of this Order or any

further Order of this Court.

EMPLOYEES

13. THIS COURT ORDERS that all employees of the Debtor shall remain the employees of
the Debtor until such time as the Receiver, on the Debtor's behalf, may terminate the
employment of such employees. The Receiver shall not be liable for any employee-related
liabilities, including any successor employer Habilities as provided for in section 14.06(1.2) of
the BIA, other than such amounts as the Receiver may specifically agree in writing to pay, or in
respect of its obligations under sections 81.4(5) or 81.6(3) of the BIA or under the Wage Earner

Protection Program Act.

PIPEDA

14. THIS COURT ORDERS that, pursuant to clause 7(3)(¢) of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver shall disclose personal
information of identifiable individuals to prospective purchasers or bidders for the Property and
to their advisors, but only to the extent desirable or required to negotiate and attempt to complete
one or more sales of the Property (each, a "Sale"). Each prospective purchaser or bidder to
whom such personal information is disclosed shall maintain and protect the privacy of such
information and limit the use of such information to its evaluation of the Sale, and if it does not
complete a Sale, shall return all such information to the Receiver, or in the alternative destroy all
such information. The purchaser of any Property shall be entitled to continue to use the personal
information provided to it, and related to the Property purchased, in a manner which is in all
material respects identical to the prior use of such information by the Debtor, and shall return all
other personal information to the Receiver, or ensure that all other personal information is

destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

15, THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession") of any of the Property that might be environmentally contaminated,

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

possession,

LIMITATION ON THE RECEIVER’S LIABILITY

16. THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a result
of its appointment or the carrying out the provisions of this Order, save and except for any gross
negligence or wilful misconduct on its part, or in respect of its obligations under sections §1.4(5)
or 81.6(3) of the BIA or under the Wage Earner Protection Program Act. Nothing in this Order
shall derogate from the protections afforded the Receiver by section 14.06 of the BIA or by any

other applicable legislation.

RECEIVER'S ACCOUNTS

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

14.06(7), 81.4(4), and 81.6(2) of the BIA.
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18.  THIS COURT ORDERS that the Receiver and its legal counsel shall pass its accounts
from time to time, and for this purpose the accounts of the Receiver and its legal counsel are

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

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

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

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

set out in sections 14.06(7), 81.4(4), and 81.6(2) of the BIA,

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

enforced without leave of this Court.

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

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

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

GENERAL

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

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

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

as a trustee in bankruptey of the Debtor,

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

its agents in carrying out the terms of this Order.

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

Canada.

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

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

order.
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SCHEDULE "A"
RECEIVER CERTIFICATE

CERTIFICATE NO.

AMOUNT §

I. THIS IS TO CERTIFY that BDO Canada Limited, the receiver (the "Receiver") of the
assets, undertakings and properties of Sun Pac Foods Limited acquired for, or used in relation to
a business carried on by the Debtor, including all proceeds thereof (collectively, the “Property™)

appointed by Order of the Ontario Superior Court of Justice (Commercial List) (the "Court")

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

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

2. The principal sum evidenced by this certificate is payable on demand by the Lender with
interest thereon calculated and compounded [daily][monthly not in advance on the day
of cach month] after the date hereof at a notional rate per annum equal to the rate of per

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

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

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

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

the main office of the Lender at Toronto, Ontario.

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

holder of this certificate.
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6. The charge securing this certificate shall operate so as to permit the Receiver to deal with
the Property as authorized by the Order and as authorized by any further or other order of the
Court.

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

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

DATED the day of , 20

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

Per:

Name:
Title:
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Court File No.
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE - 3 )
DAY, THE — DAY
)
JUSTICE —wr ) OF
20—NOVEMBER. 2013
PLAINEIER
Plaiiife
BETWEEN:
8527504 CANADA INC,
Applicant
-and -

SUN PAC FOODS LIMITED

Respondent

APPLICATION UNDER Section 243 of the Bankrupicy and insolvency Acr. R.S.C 1985, ¢. B-3.
and Section 101 of the Courts of Justice Act. R.8.0. 1990, c. .43,
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ORDER

THIS MOTION made by the Pluntif Applicant for an Order pursuant to section 243(1)
of the Bankrupicy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the "BIA") and section
101 of the Courts of Justice Act, R.S.0. 1990, c. C.43, as amended (the "CJA")_appointing
HRECENVERS-NAMEIBDO Canada Limited as receiver (in such capacities, the "Receiver™)

without security, of all of the assets, undertakings and properties of

Foods Liniited (the "Debtor") acquired for, or used in relation to a business carried on by the

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

ON READING the affidavit of fNAMIE}Len Kolman sworn FRATE{November 12, 2013

“5t:the Applicant,
no one appearing for [NAME] although duly served as appears from the affidavit of service of

INAME] sworn [DATE] and on reading the consent of [RE BDO Canada

and the Exhibits thereto and on hearing the submissions of counsel for P

Limited to act as the Receiver,
SERVICE

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

dispenses with further service thereof,
APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 243(1) of the BIA and section 101 of
the CJA, [RECERERSNAMEIBDO Canada Limited is hereby appointed Receiver, without

security, of all of the assets, undertakings and properties of the Debtor acquired for, or used in

relation to a business carried on by the Debtor, including all proceeds thereof (the "Property™).

évSee«H'(-)%-14343{_H+>f—the—§3-H\—ﬁﬁ%é%ﬂhﬂ%&h&@@%&mag&}ppehﬁ—a-f-eee%ve#baHp‘piéeaﬁ%é%b-g'ra—seelweﬂ#—c—ﬁed itor’:
:"mﬁ;seﬂ%@&%@ﬂé@%@é—-m—a——iﬂwEl’r%i1“{h{’rM&ﬁi@@?@@é—%ﬁ#&—@ﬁ%&ﬁﬁ#@%ﬁ%ﬁ%@éﬁd&%&n—ﬁi‘éeif

vahidating irregular serviee-isreauired-pursuant-to-Rule 16.08-ofthe-Ridasof Chvil-Lracadnre-andmay-be-sranted-in
approprite-ciretmstances:
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RECEIVER’S POWERS

3. THIS COURT ORDERS that the Receiver is hereby empowered and authorized, but not

obligated, to act at once in respect of the Property and, without in any way limiting the generality

of the foregoing, the Receiver is hereby expressly empowered and authorized to do any of the

following where the Receiver considers it necessary or desirable:

(a)

(b)

(©)

(d)

(e)

&)

(g)

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

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

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

coverage as may be necessary or desirable;

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

contracts of the Debtor;

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

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

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

or other assets to continue the business of the Debtor or any part or parts thereof’

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

including, without limitation, to enforce any security held by the Debtor;

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

HHFA23Doc#2860652v 1
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(h) to execute, assign, issue and endorse documents of whatever nature in respect of
any of the Property, whether in the Receiver's name or in the name and on behalf

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

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

Property and operations of the Debtor;

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

any such proceeding;

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

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

(1) to sell, convey, transfer, lease or assign the Property or any part or parts thereof

out of the ordinary course of business,

b1, without the approval of this Court in respect of any transaction not exceeding
$ , provided that the aggregate consideration for all such transactions

does not exceed $ ; and

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

set out in the preceding clause;

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

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

not apply.
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(m)

(n)

(0)

(p)

(@

()

(s)

5.

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

liens or encumbrances affecting such Property;

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

as the Receiver deems advisable;

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

against title to any of the Property;

to apply for any permits, licences, approvals or permissions as may be required by
any governmental authority and any renewals thereof for and on behalf of and, if

thought desirable by the Receiver, in the name of the Debtor;

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

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

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

Debtor may have; and

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

performance of any statutory obligations.

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

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

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

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

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

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

acting on 1its instructions or behalf, and (iii) all other individuals, firms, corporations,
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governmental bodies or agencies, or other entities having notice of this Order (all of the
foregoing, collectively, being "Persons" and each being a "Person") shall forthwith advise the
Receiver of the existence of any Property in such Person's possession or control, shall grant
immediate and continued access to the Property to the Receiver, and shall deliver all such

Property to the Recetver upon the Receiver's request.

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

prohibiting such disclosure.

6. THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of the Receiver. Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistance in gaining immediate
access to the information in the Records as the Receiver may in its discretion require including
providing the Receiver with instructions on the use of any computer or other system and
providing the Receiver with any and all access codes, account names and account numbers that

may be required to gain access to the information.
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NGO PROCEEDINGS AGAINST THE RECEIVER

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

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

NO PROCEEDINGS AGAINST THE DEBTOR OR THE PROPERTY

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

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

NO EXERCISE OF RIGHTS OR REMEDIES

9. THIS COURT ORDERS that all rights and remedies against the Debtor, the Receiver, or
affecting the Property, are hereby stayed and suspended except with the written consent of the
Receiver or leave of this Court, provided however that this stay and suspension does not apply in
respect of any "eligible financial contract” as defined in the BIA, and further provided that
nothing in this paragraph shall (i) empower the Receiver or the Debtor to catry on any business
which the Debtor is not lawfully entitled to carry on, (ii) exempt the Receiver or the Debtor from
compliance with statutory or regulatory provisions relating to health, safety or the environment,
(iif) prevent the filing of any registration to preserve or perfect a security interest, or (iv) prevent

the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

10. THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere
with, repudiate, terminate or cease to perform any right, renewal right, contract, agreement,
licence or permit in favour of or held by the Debtor, without written consent of the Receiver or

leave of this Court.

CONTINUATION OF SERVICES

11.  THIS COURT ORDERS that all Persons having oral or written agreements with the

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

or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

12. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of
payments received or collected by the Receiver from and after the making of this Order from any
source whatsoever, including without limitation the sale of all or any of the Property and the
collection of any accounts receivable in whole or in part, whether in existence on the date of this
Order or hereafter coming into existence, shall be deposited into one or more new accounts to be
opened by the Receiver (the "Post Receivership Accounts") and the monies standing to the credit
of such Post Receivership Accounts from time to time, net of any disbursements provided for
herein, shall be held by the Receiver to be paid in accordance with the terms of this Order or any

further Order of this Court.

EMPLOYEES

13, THIS COURT ORDERS that all employees of the Debtor shall remain the employees of
the Debtor until such time as the Receiver, on the Debtor's behalf, may terminate the
employment of such employees. The Receiver shall not be liable for any employee-related
liabilities, including any successor employer liabilities as provided for in section 14.06(1.2) of
the BIA, other than such amounts as the Receiver may specifically agree in writing to pay, or in
respect of its obligations under sections 81.4(5) or 81.6(3) of the BIA or under the Wage Farner

Protection Program Act.
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PIPEDA

14, THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver shall disclose personal
information of identifiable individuals to prospective purchasers or bidders for the Property and
to their advisors, but only to the extent desirable or required to negotiate and attempt to complete
one or more sales of the Property (each, a "Sale™). Each prospective purchaser or bidder to
whom such personal information is disclosed shall maintain and protect the privacy of such
information and Iimit the use of such information to its evaluation of the Sale, and if it does not
complete a Sale, shall return all such information to the Receiver, or in the alternative destroy all
such information. The purchaser of any Property shall be entitled to continue to use the personal
information provided to it, and related to the Property purchased, in a manner which is in all
material respects identical to the prior use of such information by the Debtor, and shall return all
other personal information to the Receiver, or ensure that all other personal information is

destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

15. THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession™) of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legislation™), provided however that nothing herein shall
exempt the Receiver from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Receiver shall not, as a result of this Order or anything done in
pursuance of the Receiver's duties and powers under this Order, be deemed to be in Possession of
any of the Property within the meaning of any Environmental Legislation, unless it is actually in

possession.
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LIMITATION ON THE RECEIVER’S LIABILITY

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

RECEIVER'S ACCOUNTS

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

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

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

hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice.

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

remuneration and disbursements when and as approved by this Court.

* Note that subseetion-243(6)-of the BIA-provides-that-the-Court-may-netimake-such-nn-order “unless—itis-satisfied
that-thesecured—ereditors—who-would-be—materialhy—aHecied-y-the-order-were-given-veasonable-notice—and-an
opporurit-to-make representatinns’
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FUNDING OF THE RECEIVERSHIP

20. THIS COURT ORDERS that the Receiver be at liberty and it is hereby empowered to
borrow by way of a revolving credit or otherwise, such monies from time to time as it may
consider necessary or desirable, provided that the outstanding principal amount does not exceed

$———-$200.000.00 (or such greater amount as this Court may by further Order authorize)

at any time, at such rate or rates of interest as it deems advisable for such period or periods of
time as it may arrange, for the purpose of funding the exercise of the powers and duties conferred
upon the Receiver by this Order, including interim expenditures. The whole of the Property shall
be and is hereby charged by way of a fixed and specific charge (the "Receiver's Borrowings
Charge") as security for the payment of the monies borrowed, together with interest and charges
thereon, in priority to all security interests, trusts, liens, charges and encumbrances, statutory or
otherwise, in favour of any Person, but subordinate in priority to the Receiver’s Charge and the

charges as set out in sections 14.06(7), 81.4(4), and 81.6(2) of the BIA,

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

enforced without leave of this Court.

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

amount borrowed by it pursuant to this Order.

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

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

GENERAL

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

advice and directions in the discharge of its powers and duties hereunder.
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25. THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from acting

as a trustee in bankruptcy of the Debtor.

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

its agents in carrying out the terms of this Order.

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

Canada.

‘ 28.  THIS COURT ORDERS that the PlaintiHApplicant shall have its costs of this motion, up
to and including entry and service of this Order, provided for by the terms of the

]

ZsApplicant’s security or, if not so provided by the Plaint

A

sApplicant's security, then on
a substantial indemnity basis to be paid by the Receiver from the Debtor's estate with such

priority and at such time as this Court may determine,

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

order.
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SCHEDULE "A"
RECEIVER CERTIFICATE

CERTIFICATE NO.

AMOUNT $

1. THIS IS TO CERTIFY that {RE AMELBDO Canada Limited. the receiver
(the "Receiver") of the assets, undertakings and properties BEBTORS-NAMEof Sun Pac

Foods Limited acquired for, or used in relation to a business carried on by the Debtor, including

all proceeds thereof (collectively, the “Property™) appointed by Order of the Ontario Superior
Court of Justice (Commercial List) (the "Court") dated the  day of 20 (the
"Order") made in an action having Court file number  -CL- , has received as such
Receiver from the holder of this certificate (the "Lender") the principal sum of $ .
being part of the total principal sum of $ which the Receiver is authorized to

borrow under and pursuant to the Order.

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

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

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

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

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

the main office of the Lender at Toronto, Ontario.

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

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

| 3306726 -9DOCDoCH2860662v1



-9-

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

holder of this certificate.

6. The charge securing this certificate shall operate so as to permit the Receiver to deal with
the Property as authorized by the Order and as authorized by any further or other order of the

Court.

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

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

DATED the day of ,20

SCHVE MELRBDO CANADA
LIMITED, solely in its capacity

as Receiver of the Property, and not in its
personal capacity

Per:

Name:
Title:

3367260106 Doc#2860662v1



LAGLL098Z#0(

1ueonpddy ay a0 stodmer

[+81-812-91% Xl
1711-812-91% ‘1Pl
(HETPEH DNST) NdYoudg 951005

64, NCIN

OLEIU() “0JU0I0 ],

10014 ﬁow P18 28Uo X 000S
dTTSNOLIVHD

AHOITA NOLLVDI'TddV

OLNOQYMOQL 18 paoudwuiod sgurpaasol

(LSI'T IVIDUANINOD)
ADILSL AQ LINOD YOTIAINS
OIIVINO

CINEIREI

Juapuodsayy pue weonddy
TALIAIT SAO0A DVd NS ONIVAVNYD F0SLTSS



	DOC
	DOC000
	DOC001
	DOC002
	DOC003
	DOC004
	DOC005
	DOC006
	DOC007
	DOC008
	DOC009
	DOC010
	DOC011
	DOC012
	DOC013
	DOC014

