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INTRODUCTION

1. On March 7, 2019 (the “Filing Date”), Commerx Corporation (“Commerx” or the

“Company”) filed a Notice of Intention to Make a Proposal (the “NOI”) pursuant

to the Bankruptcy & Insolvency Act (the “Act”). Hardie & Kelly Inc. consented to

act as trustee (the “Proposal Trustee™) pursuant to the proceedings (the “Proposal

Proceedings™).

2. On March 15, 2019, the Proposal Trustee filed the following documents with the
Office of the Superintendent of Bankruptcy (the “OSB”):

d.

the Cash Flow Statement prescribed by S.50.4(2)(a) of the Act covering the
period beginning March 7, 2019 through to June 7, 2019 (the “Initial
Forecast™), a copy of which is attached as Appendix “A”;

the Trustee s Report on Cash Flow Statement as prescribed by S.50.4(2)(b)
of the Act, a copy of which is attached as Appendix “B”; and

the Report on Cash Flow Statement by the Person Making the Proposal as
prescribed by S.50.4(2)(c) of the Act, a copy of which is attached as
Appendix “C”.

3. The purpose of this first report (the “First Report™) is to provide an update to the

Court with respect to the following:

a.

b.

Background information with respect to Company;

The Company’s operations since the commencement of the Proposal

Proceedings;
The notices issued by the Proposal Trustee to the Company’s creditors;

The Company’s financial performance since the commencement of the

Proposal Proceedings;

The Company’s revised cash flow forecast for the period March 25 - June

23,2019;

The Company’s restructuring activities; and



[\

g. The Company’s request for an extension of the time required to file a
proposal and a corresponding extension of the stay of proceedings (the
“Stay”) through to May 20, 2019 and the Proposal Trustee’s

recommendation with respect thereto.

TERMS OF REFERENCE

4.

In preparing this First Report, the Proposal Trustee has been provided with, and
has relied upon unaudited financial information, certain books and records of the
Commerx and discussions with management (“Management”) (collectively the
“Information”). Except as described in this First Report, the Proposal Trustee has
not audited, reviewed or otherwise attempted to verify the accuracy or
completeness of such Information in a manner that would wholly or partially
comply with Generally Accepted Assurance Standards (“GAAS”) pursuant to the
Chartered Professional Accountants Canada Handbook and, accordingly, the
Proposal Trustee expresses no opinion or other form of assurance contemplated

under GAAS in respect of such information.

Some of the Information referred to in this First Report consists of forecasts and
projections. An examination or review of any financial forecast and projections, as
outlined in the Chartered Professional Accountants Canada Handbook, has not

been performed.

All monetary amounts noted herein are exprcssed in Canadian dollars.

COMPANY BACKGROUND

7.

Commerx 1s a private company headquartered in Calgary, Alberta and incorporated
pursuant to the laws of the Province of Alberta. The Company is a global provider
to digital and telecommunications customers providing software development, I.T.

and tclccommunications equipiment installation, support and maintenance services.

Commerx currently has 77 employees but also engages 10 individuals on a full-

time contract consulting basis.



9. Although the Company’s head office is located in Calgary, Commerx also has
100% owned subsidiaries located in Mexico and the United States (the
“Subsidiaries™). The Subsidiaries are not the subject of these or any restructuring

proceedings.

ONGOING OPERATIONS

10. The Company has stabilized and continued its operations since the Filing Date. To
date, Management, with the assistance of the Proposal Trustee, has been able to
communicate with creditors and suppliers to make mutually satisfactory payment
arrangements to ensure the uninterrupted supply of goods and services. The

Company reports that its core operations are currently cash-positive.

NOTICE TO CREDITORS

11. Pursuant to S. 50.4(1) of the Act, the Proposal Trustee mailed copies of the NOI,
the Proposal Trustee’s executed consent and the listing of creditors (the “Initial
Filing Documents™) to all known creditors as represented by the Company. Copies
of the Initial Filing Documents are attached as Appendix “D” and have also been

posted on the Proposal Trustee’s website at htips:/reliefTromdebt.ca/commerx-

corporation/. A small number of additional creditors identified by the Company

subsequently have also been mailed copies of the Initial Filing Documents.

FINANCIAL PERFORMANCE

12. A variance analysis of the Company’s actual receipts and disbursements since the
Filing Date through to March 24, 2019 versus the corresponding period in the

Initial Forecast is set out in the following table:



13.

14.

Commerx Corporation
Forecast to Actual Analysis
For the period of March 7 -24,2019
Actual Forecast Variance
RECEIP
Collection ofaccounts receivable 93,397 18,519 74,878
Advances fromUS subsidiary 15,756 20,756 (5,000)
Foreign exchange gain (loss) 158 0 158
109,311 39,275 70,036
DISBURSEMENTS
General and administrative (20,538) (16,565) (3,973)
Wages and benefits (83,202) (89,002) 5,800
Direct costs re subcontractors (18,023)  (14.059) (3,9064)
(121,763)  (119,626) 2,137
Net cash flow (12,452)  (80,351) 67,899
Opening cash 82,221 82,221
Closing cash 69,769 1,870 67,899

Commerx experienced a negative cash flow of approximately $12,000 over the period
March 7 - 24, 2019 versus an anticipated deficit of approximately $80,000, for a
positive variance of approximately $68,000. The Proposal Trustee notes that the
positive variance is primarily attributed to timing differences with respect to the

collection of accounts receivable.

The Company maintained a cash balance of approximately $70,000 as at March

24,2019.

CASH FLOW FORECAST

15.

Management, with the assistance of the Proposal Trustee, has prepared an updated
13 week cash flow forecast for the period March 25, 2019 through to June 23,
2019 (the “Revised Forecast”) which is attached as Exhibit “C” to Affidavit of

Robert Kulhawy, sworn on March 28, 2019 and filed in the Proposal Proceedings.



16.

17.

A summary of the Revised Forecast is set out in the table below:

The Revised Forecast reflects negative cash flow of approximately $11,000 over
the forecast pcriod, leaving a forecast cash balance of approximately $59,000 at

June 23, 2019. The Proposal Trustee offers the following additional comments in

RECEIPTS

Accounts receivable collection
Revenues

Interim financing

Tern Joan or line of credit
Advances from US subsidiary

DISBURSEMENTS
General and administrative
Wages and benefits

Rent

Pre-NOI1 GST

Post-NOI GST

Direct costs re: subconlractors
Direct costs re: data centre
Interest on DIP #1

Interest on DIP #2
Restructuring fees

Term loan repayment

Net Cash Flow
Opening cash
Closing cash

Forecast

311,046
420,000
150,000
500,000

35,500

1,416,546

(48,000)
(566,810)
(33,900)
(23,637)
(30,000)
(56,949)
(6,000)
(32,602)
(4,500)
(125,000)

{500,000}

(1,427,398)
(10,852)
69,769

58,917

respect of the Revised Forecast:

a.

As a result of favourable collection results and additional billings prepared
by the Company in respect of pre-NOI revenues, the Company has
increased its overall forecast (when amounts already collected are included)

regarding accounts receivablc in comparison to the Initial Forecast;

As a result of the increased forecasted accounts receivable collections, the
Company has reduced its forecasted receipt of advances from its United

States subsidiary, as these are no longer forecast to be required at the same




18.

19.

c. Additional rcvenues and operating expenses have been added due to two
additional weeks being included in the forecast period in comparison to the

prior forecast; and

d. The Company has included in its revised forecast the fact that a term loan
will become due on June 1, 2019, and therefore they will be required to re-
pay this loan. The Company has forecast that it will fund the repayment by
way of receipt of new funds loaned to the Company in the form of a term

loan or a line of credit.

It is important to highlight that the Revised Forecast and the Company’s ability to
continue operations while working through a restructuring period is dependent
upon the receipt of additional debtor-in-possession financing (“DIP Financing”) of
$150,000, which has not yet been approved by the Court. The Company advises
that it has not yet scheduled an application for Court approval of such DIP
Financing as 1t has not yet finalized the details of the funding, although
Management advises that progress is being made and anticipates this will be
completed and an application for approval of a further DIP financing charge to be
scheduled in the near future. Absent this additional DIP financing being secured,
or the Company otherwise being able to access an additional $150,000, the
Company would be unable to fund its forecast expenditures from operational
revenues during the restructuring period, although it may be able to receive further

advances from its United States subsidiary.

Likewise, the Company’s ability to continue operations past May 31, 2019 is
dependent on its ability to obtain new funding to allow it to re-pay the term loan

that is due June 1, 2019 or negotiate revised terms with its term loan lender.

Subject to the Company satisfying the requirements as outlined in Paragraphs 18
and 19 above, the Proposal Trustee is satisfied that the Revised Forecast is

reasonable in the circumstances.



RESTRUCTURING EFFORTS

21. The Proposal Trustee is satisfied that Management has been acting with due
diligence and in good faith and has been working towards ultimately presenting a
proposal to its creditors. Since the filing of the NOI, Management has:

responded to inquiries from various creditors regarding the status of the
Proposal Proceedings;

continued 1o engage in positive discussions with Super G Capital, LL.C
(“Super G”) with respect to the removal of Super G’s registration at the
Alberta Personal Property Registry which encumbers all present and after-
acquired property of the Company (the “Super G Registration™). The
ultimate removal of the Super G Registration is an important factor that
will pave the way towards the Company filing a viable proposal;

continued to work at securing additional DIP Financing; and

held preliminary discussions with legal counsel and the Proposal Trustee in
regard to alternatives with respect to the structure of a proposal.

RECOMMENDATION

24, The Proposal Trustee is of the view that a further extension of the Stay to May 20,
2019 1s warranted to allow the Company the opportunity to continue to work with
Super G towards the removal of the Super G Registration and the formulation of
the terms of its proposal.

25. The Proposal Trustee is satisfied that:

Management continues to act in good [(aith and with due diligence with a
view towards ultimately preparing a proposal for presentation to its

creditors;

provided that the Company is able to secure the funding referenced in
Paragraphs 18 and 19 above and the Super G Registration is discharged,

the Company will likely be able to formulate a viable proposal; and



» no creditor would be materially prejudiced if a further extension is granted.
All of which is respectfully submitted this 29" day of March 2019,

Hardie & Kelily Inc.
in its capacity as the Proposal Trustee of Commerx Corporation
ly
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Commerx Corporation
Cash Flow Forocast
for the period March 7, 2019 to June 7, 2013 {13 weeks)

{unaudited)
Stub Weaok Wesk Waek Weok Wook Week Week Wapk Wosk Week Wook Wook Week
Mar 7 to Mar 11 to Mar 18 to Mar 25 t0 Aprito Aprbto ApriGto Apr2zto Apridtc fMay 61a May 13tn MWay 20 to May 27 to June 3 to
Mar 10 tdari7 Mar 28 Mar 31 Ape T Apri4 Aprat Apr 28 May 5 May 12 May 1% Iay 26 Juna 2 Juno 7 Tetal
RECEIPTS
Recaipts fcom Trade Aceounls Receivable 30 312518 $6,001 $439,979 512,176 582,851 §14,180 $55,771 566,056 30 30 £0 30 30 3311,832
Prindipal source of revenun 0 ] 0 a o a 0 0 o 50,000 60,000 60,000 60,000 60,000 300,000
InierimyDIP financing #2 a a a 150,000 ) 0 o 0 0 ‘o El [} 0 [ 150,000
Advancas from U.S. subsidiary 17 15,755 5,000 o 16,900 ] & 30,600 P ] ] 0 o 2500 85,056
Tolol fercipts [ F5 57 71,667 RN FATE WEEET TE 80 771 BB.658 T0,000 5,668 B,500 &0,000 wE B §47.268
DISBURSEMENTS
General and adminisirative 8,128 8,000 0 8,000 o 8,000 Q 82,000 0 #,000 4] 9,006 0 56,565
Wages and benafits 83,202 80,000 Q T4 000 5,300 76,000 0 76 000 5,800 78,000 80,000 564,602
Rent a o} 41.300 G a 0 11,300 3 o 0 11,300 33,900
Cua o CRA - pre-NOj GST ] 0 L] 5] ja] [x} [»3 o D 23,637 23,637
Monthly GST [ 3 ¥} 10,000 [+ & i] ¢ 30,000
Other - direcl costs {revonuo prodicing subcontractors) & i 8,630 3 a 0 a 50,0589
QOther - direct costs (dals coniro) % 2 2,000 o c 0 o 6,000
!nigrest on DIP funding £1 G 0 7,500 [¥3 s} 0 0 32,602
Inlerest on DIF funding 42 "] il ‘ [ s} a 4,500
Rosincluring costs i & i
Tolal disbursaments T8 00 2
Nal cash fow 18 §

Opaning bank balance

Cinsing bank batanca

-Mar.19

This Statement of Projactad Cash Flow of Conunarx Corparatian prepared pursuant fo S.50.4(2)(a)
of the Bankrupley and Insolvency Adl should be read in conjunction with tha Trustee's Roport an Cash
Flow Sistemon! daled tha 7 day of March, 2019,

Hardia & Kelly Int . Trustae of the Prapasal of

Cawahne Qtrnmpation

L
ik
i



Commerx Corporation

Assumptions for Cash Flow Forecast

for the period March 7, 2019 to June 7, 2019 (13 weeks)
{unaudited)

Receipts of Cash
- From March 7, 2019 through to the week ending May 3, 2019, cash receipts are derived from past billings and represent collection of colfectible accounts receivable
based on historical timelines and analysis of existing accounts,
- From the week commencing May 6, 2019 and onward, expected cash receipts are derived from estimated eamed revenue in March and Aprif 2619
based on existing contracls and average collection timelines.

DIP #2 Funding
- Subject to approval by virtue of an application lo the court expected to be heard on March 22, 2019, $150,000 expected to be received during the week of March 25 - 31,
Use of funds are as follows:
$25,000 to be reimbursed for amounis already disbursed to rusiee pre-NOI.
$75,000 for legal and trustee fees for restructuring expecied to be disbursed in the week of March 25 - 31,
$25,000 for legal and trustee fees for restruciuring expected {o be disbursed in the week of April 15 - 21,
$25,000 for tegal and trustee fees for restrucluring expected to be disbursed in the week of May 13 - 19.

Administrative Expenses
~ The estimated costs for administrative expenses are derived from analysis of previous monthly income statements and adjusted based on revised financial forecasts,
- See altached schedule for breakdown of monthy costs.

Wages and Benefits
- The estimated bi-weekly payroll is derived from actual {otal gross payroll cosls incurred in February 2019 and adjusted lor terminalions & temporary fayoffs of various employee
- Amounts include employer loading costs such as employer CPP, El and health benefits plan.

Office Rent
- The cost for office rent is as per the exisling lease agreement.

Past GST - Pre NOI
- Nav-18  7093.36
- Dec-18  9576.38
- Jan-19  6967.94
- Scheduled payment date is June 2019. These are forecast to be paid despite the stay of proceedings based on discussions with CRA.

Ongoing VMonihiy GST
- The estimated monthly GST payabie to CRA is $10,000 and is based on historical amounts (GST collectible minus GST {TC)

Direct Costs (revenue producing resources)
- Two contracted staff working in Indoresia and three coniracted staff working in fndia

Direct Costs (data centre)
- Eslimated monthly cost {0 maintain data cenlee which is revenue generating.
- Amounts are based an curcent infrastruclure in place and include monthly cost of $CAD 1,300 for Shaw fibre internet connectivity to in-house data centro and $CAD 700 Hubsp

Advances and repayments - U.S. subsidiary
- From time 1o time, funds are transferred between Commerx Corporation and Commerx US [nc in order to balance cash requirements.
- Amounts and ¥ming of advances are based on cash requirementis and available cash of the U.S. subsidiary based on projected operaling results.

Restructuring Costs
- See assumplions noted above under DIP {unding.

interest on DIP advance
- DIP #1 interest is calculated, forecasted and payable on the basis $500,000. Funds were received prior to the forecast period.
Calculation and payment schedule is based on the contractual agreement.
- DIP #2 inlerest is calaulated and forecasted on the basis of borrowing $150,000.




Commerx Corporation

Schedule for SG&A Expenses for Cash Flow Forecast
for the period March 7, 2019 to June 7, 2019 (13 weeks)
(unaudited)

Monthly Costs

$CAD
Bank Service Fees 1,000
{Insurance - Corporate 5100
Telephone, Cellular and Internet 2,000
Office Supplies and Costs 600
Meal and Entertainment (Sales Department) 1,300
Travel (Sales Department) 2,500
IT Support Costs 2.000
Memberships, Dues and Subscriptions 1,000
Miscellaneous 500
Total Monthly Costs 16,000
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District of: Alberta
Division No. 02 - Calgary
Court No. 25-2483059

Estate No. 25-2483059

-- FORM 29 --
Trustee's Report on Cash-Flow Statement

(Paragraphs 50(6)(b) and 50.4(2)(b) of the Act)

The attached staiement of projected cash flow of Commerx Corporation, as of the 7% day of March 2019,
consisting of the projected cash flows through to June 7, 2019, has been prepared by the management of the insolvent
person ﬁpr the insolvent debtor) for the purpose described in the notes attached, using the prebable and hypathetical
assumptions set out in the noles attached.

Our review consisted of inquiries, analylical procedures and discussion related to information supplied to us b{{: £}
the management and employees of the insolvent person or [ the insalvent person. Since hypothetical assumplions
need not be supported, our procedures with respect to them were fimited lo evaluating whether they were consistent

with the purpose of the rojtectipn. We have also reviewed the support provided by: ‘ ‘
management or he insolvent person for the probable assumptions and preparation and presentation of the

projection.
Based on our review, nothing has come to our attention that causes us to believe that, in all material respects,
(a) the hypothetical assumptions are not consistent with the purpose of the projection;

{b) as al the date of this report, the probable assumptions developed are not suitably supported and_
consistent with the plans of the insolvent person or do not provide a reasonable basts for the projection,
given the hypothetical assumptions; or

(c) the projection does not reflect the probable and hypothetical assumptions.

Since the p[o{ection is based on assumptions regarding future events, actual results will vary from the information
presented even if the hypothetical assumptions occur, and the variations may be material. Accordingly, we express no
assurance as ta whelher the projection will be achieved.

The projection has been prepared solely for the purpose described in the notes attached, and readers are
cautioned that it may not be appropriate for other purposes.

Dated at the City of Calgary in the Province of Alberta, this 15th day of March 2019.

Hardie & Kelly Inc. - Licensed Insclvency Trustee
Per:

Charla Smith - Licensed Insolvency Trustee
110, 5800 2nd Street SW

Calgary AB T2H 0H2

Phone: (403) 777-9999 Fax: (403) 640-0591

Page 1 of 1
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District of:

Division No. -
Court No. 25-2483059
Estate No, 25—2483059

-FORM30-
Report on Cash-Flow Statement by the Person Making the Proposal
(Paragraphs 50(6)(c) and 50.4(2)(c) of the Act)

I, Commenx Corporation, have developed the assumptions and prepared the attached statement of
projected cash flow of the insolvent person, as of the __ <+ day of Imm@w ¢\
R 19 consisting of .

The hypothetical assumptions are reasonable and consistent with the purpose of the projection
described in the notes attached, and the probable assumptions are suitably supported and consistent
with the plans of the insolvent person and provide a reasonable basis for the projection. All such
assumptions are disclosed in the notes attached.

Since the projection is based on assumptions regarding future events, actual results will vary from
the information presented, and the variations may be material.

The projection has been prepared solely for the purpose described in the notes attached, using a
set of hypothetical and probable assumptions set out in the notes attached. Consequently, readers are
cautioned that it may not be appropriate for other purposes.

Dated at the City of Calgary in-the Province of Alberta, this 14th day of March 201,

Commerx Corporation Name and fitle of signirié officer
Debtor

.

-

o=

Name and fitle of signing officer

Page 1 of 1
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March 7, 2019

To the Creditors of Commerx Corporation

Dear SirsiMesdames:

Re: Proposal under the Bankruptcy and Insolvency Act

We are writing to advise that on March 7, 2019, Commerx Corporation (the "Company") filed
a Natice of Intention to Make a Proposal pursuant to the Bankruplcy and Insolvency Act (the
“BIA"). Hardie & Keily Inc. was appointed as trustee under the proceedings {the “Proposal
Trustee"). Enclosed are the following documents in connection with the proceedings:

Certificate of Filing of a Notice of intention to Make a Proposal;
Notice of Intention to Make a Proposal;

Proposal Trustee’s Consent; and

Listing of creditors with claims greater than $250.

8. 69(1) of the BIA provides the Company certain relief including the impositicn of an initial
30-day Stay of Proceedings against the Company and its assets. Claims against the
Company for payment of goods and services supplied to the Company prior to March 7,
2019 are suspended and creditors are prohibited from continuing or commencing any
actions or exercising any rights against the Company except with leave of the Court of
Queen's Bench of Alberta.

You are not required to file a proof of claim at this time. Outstanding claims will be
addressed as part of the Company's restructuring pian to be developed and forwarded to
you for your consideration in due course,

Further information will be distributed te you in due course. Creditors are encouraged to
periodically check the Proposal Trustee's website at hiips.//elielfromdebt.ca/commerx-
corporation/ (the “Website”) for updates as to the status of the proceedings as additional
materials will be posted to the Website from time to time.

Should you have any questions or concerns, please contact Mr. Perry Bennett, COO/CFO of
the Company at 403-301-3883 ext 266, or the undersigned at 403-5356-8510.

Yours truly,

Hardie & Kelly Inc., in our capacity
as Trustee of the Pr Commerx Corporation

Per:

anclosures. as above


https://relieffromdebt.ca/commerx-corporation/
https://relieffromdebt.ca/commerx-corporation/
http://www.insolvency.net

Industry Canada Industrie Canada
Office of the Superintendent Bureau du surintendant

of Bankruptcy Canada dea failltes Canada
District of Alberta
Division No. 02 - Calgary
Court No. 25-2483059

Estate No. 25-2483059
In the Matter of the Notice of intention to make a
proposal of:

Commerx Corporatlon
Insotvent Parson

HARDIE & KELLY INC.
Licensed insolvency Trusiee

Date of the Notice of Intaention: March 07, 2019

CERTIFICATE OF FILING OF A NOTICE OF INTENTION TO MAKE A PROPOSAL
Subsection 50.4 (1)

, the undersigned, Official Receiver in and for this bankrupicy district, do hereby certify that the aforenamed
insolvent person filed a Notice of Intention to Make a Proposal under subsection 50.4 (1) of the Sankruptey and
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FORM 33

Notice of Intention To Make a Proposal
(Subsection 50.4(1) of the Act)

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
COMMERX CORPORATION
of the City of Calgary, in the Province of Alberta

Take notice that:

1. COMMERX CORPORATION, an insolvent person, states, pursuant fo
subsection 50.4(1) of the Act, that it intends to make a proposal to its creditors.

2. Hardie and Kelly Inc., of 110, 5800 2™ Street SW, Calgary, Alberta T2H 0H2, a
licensed trustee, has consented to act as frustee under the proposal. A copy of the

consent is attached.

3. A list of the names of the known creditors with claims of $250 or more and the
amounts of their claims is also attached,

4, Pursuant to section 69 of the Act, all proceedings against me are stayed as of the
date of filing of this notice with the official receiver in my locality.

Dated at CALGARY, this =" day of MARCH, 2019

COMMERX CORPORATIO
Per: \ k L

Name: Robert Kulhawy
Title: President




Commerx Corporation
4228 Manilla Road SE
Calgary, AB T2G 4B7

Attention: Mr. Robert Kulhawy

March 5, 2019
Dear: Mr. Kulhawy
Re: Proposal pursuant to the Bankruptcy and Insolvency Act

Please accept this letter as confirmation of our consent to act as Proposal Trustee regarding
your proposal to creditors pursuant to the Notice of Intention to make a proposal dated March 5,
2019,

Yours very truly,
Hardie & Kelly inc.

Per.  Marc Kelly
Senior Vice President



http://www.lnsolvency.net

Creditor
642111 ALBERTA INC.

ADMIRAL LAW

ANIXTER CANADA

BALINHARD CAPITAL
CORPQRATION
DAVID LEGEYT
BENNETT JONES LLP
CHILD AND CHILD

Desjardins Card Services

HOFFMAN DOECHIK

MEMORY EXPRESS

OXFORD TECH

PERRY BENNETT

PETER TRANT
KEITH D. MARLOWE

RICOH CANADA INC

ROBERT KULHAWY

RODPREST CLEANERS

SUNLIFE FINANCIAL

SUPER G CAPITAL, LLC
BAHAR HAFiZI

TRAGICALLY VITAL

List of Creditors

Address

4428 MANILLA ROAD SE
Calgary AB T2G 4B7

301,522 - 11 AVE. SW
Calgary AB T2R 0C8

200 FOSTER CRESCENT
Missauga ON L5R 3Y5

C/O BURNET, DUCKWORTH & PALMER
2400, 525 - 5TH AVE. SW
Calgary AB T2P 1G1

4500, 855 -2ND STREET SW
Calgary AB T2P 4K7

NOVE NORTH 11 BRESSENDED PLACE
London United Kingdom

clo FCT Default Solutions
PO Box 2514 Sin B
London ON NBA 4GS

600, 5920 MACLEQD TRAIL SOUTH
Calgary AB T2H 0K2

3333 34TH AVE NE
Calgary AB T1Y 6H2

37047 MAYLAND HTS.
Calgary AB T2E 9A7

C/0 COMMERX CORPORATION
4428 MANILLA ROAD SE
Calgary AB T2G 4B7

C/O BLAKE, CASSELS & GRAYDON LLP
3500, 855 - 2ND STREET SW
Calgary AB T2P 4J8

PO BOX 1600 STREETSVILLE RPO
Missigsauga ON L5M OM6

C/O COMMERX CORPORATION
4428 MANILLA ROAD SE
Calgary AB T2G 4B7

229 CHAPALINA MEWS SE
Calgary AB T2X 0A7

PO BOX 11010 STATION A
Montreal PE H3C 4T9

C/C BH LEGAL
1012 - 1030 WEST GEORGIA STREET
Vancouver BC VBE 2Y3

4, 2807 - 107TH AVE SE
Calgary AB T2Z 4M2

Claim Amount

11.303.22

2,881.80

935.18

500,000.00

11,830.36

1,055.06

680.50

263.75

1,107.11

860.92

23,335.00

147,777.84

716.47

126,041.60

6,930.00

21,692.88

0.00

1,419.09



URBANCORE

WASTE CONNECTIONS

WHITE PAPER

Total

2632 24TH ST. SW
Calgary AB T2T 5H9

285122 BLUEGRASS DRIVE
Rocky View AB T1X OP5

9980 RIVER WAY
Delta BC V4G 1M9

745.50

1,080.26

1,714.45

863,679.79



TAB 2



COURT FILE NUMBER

COURT

JUDICIAL CENTRE

DOCUMENT

ADDRESS FOR SERVICE
AND CONTACT
INFORMATION OF PARTY
FILING THIS DOCUMENT

1801-16809

COURT OF QUEEN’S BENCH OF
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AND INSOLVENCY ACT
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PROPOSAL OF
COMMERX CORPORATION

SECOND REPORT OF THE
PROPOSAL TRUSTEEL, HARDIE &
KELLY INC.

MAY 16,2019

PROPOSAL TRUSTEE
Hardie & Kelly Inc.

110, 5800 - 2" Street SW
Calgary, AB T2H 0H2

Attention: Marc Kelly
Telephone: 403-536-8510
Email: mkelly@jinsolvency.net
Fax: 403-640-0591

PROPOSAL TRUSTEE’S COUNSEL
Bennett Jones LLP

4500 Bankers Hall East

855 — 2" Street SW

Calgary, Alberta T2P 4K7

Attention: Chris Simard / Michael Selnes
Telephone: 403-298-4485 / 403-298-3311

Clerk's Stamp

CLERK OF THE COURT
FILED

MAY 1 6 201

JUDICIAL CENTRE
OF CALGARY

Email: simarde@bennettjones.com/ selnesm@bennettjones.com

Fax: 403-265-7219
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SECOND REPORT OF THE PROPOSAL TRUSTEE

HARDIE & KELLY INC.
MAY 16,2019
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INTRODUCTION

1. On March 7, 2019 (the “Filing Date”), Commerx Corporation (“Commerx” or the
“Company”) filed a Notice of Intention to Make a Proposal pursuant to the
Bankruptcy & Insolvency Act (the “BIA”). Hardie & Kelly Inc. consented to act as

trustee (the “Proposal Trustee™) in the proceedings (the “Proposal Proceedings™).

2, On March 29, 2019, the Proposal Trustee prepared a report (the “First Report™) to
the Court of Queen’s Bench of Alberta (the “Court™) in advance of the Company’s
April 2, 2019 application (the “April Application”) for an extension of the time in

which Commerx was required to file a proposal to its creditors (“Proposal”).

3. On April 2, 2019, the Court granted an Order extending the time in which the
Company must file a Proposal to May 20, 2019 (the “Initial Extension”) along
with an extension of the Stay of Proceedings (the “Stay”) afforded the Company
pursuant to Section 69 of the BIA.

4. The purpose of this report (the “Second Report”) is to provide an update to the

Court with respect to the following:
a. The Company’s operations since the date of the First Report;
b. The Company’s financial performance since the date of the First Report;
c. The status of the Company’s restructuring activities;

d. The Company’s request for a further extension of the time required to file
the Proposal and a corresponding extension of the Stay through to July 4,

2019 and the Proposal Trustee’s recommendation with respect thereto;

e. The Company’s request for authorization to apply to the Court to increase
the limits of the debtor-in-possession financing as provided for in the Order

dated February 28, 2019 (the “DIP Order”); and



f. The Company’s request for authorization to apply to the Court regarding
the determination of ownership and rights with respect to 51% ownership
of the Class “A” shares of the Company previously transferred to Lotus

Innovations Inc, (“Lotus™).

TERMS OF REFERENCE

5.

In preparing this Second Report, the Proposal Trustee has been provided with, and
has relied upon unaudited financial information, certain books and records of the
Commerx and discussions with management (“Management”) (collectively the
“Information’). Except as described in this First Report, the Proposal Trustee has
not audited, reviewed or otherwise attempted to verify the accuracy or
completeness of such Information in a manner that would wholly or partially
comply with Generally Accepted Assurance Standards (“GAAS”) pursuant to the
Chartered Professional Accountants Canada Handbook and, accordingly, the
Proposal Trustee expresses no opinion or other form of assurance contemplated

under GAAS in respect of such information.

Some of the Information referred to in this Second Report consists of forecasts and
projections. An examination or review of any financial forecast and projections, as
outlined in the Chartered Professional Accountants Canada Handbook, has not

been performed.

All monetary amounts noted herein are expressed in Canadian dollars.

ONGOING OPERATIONS

8.

Management represents that the day-to-day activities of the Company are being

carried on in the ordinary course with no significant operational issues.

The Proposal Truslee is not aware of any suppliers having any issues in respect of

the ongoing payment of post-filing obligations.



FINANCIAL PERFORMANCE

10.

11.

12.

13.

The Proposal Trustee has reviewed the Company’s actual receipts and
disbursements from March 25, 2019 through to May 12, 2019 in comparison to the
corresponding period in the revised forecast (the “Revised Forecast”) which was

filed in connection with the April Application

A variance analysis is set out in the following table:

Commerx Corporation
Forecast to Actual Analysis
For the period of March 25 - May 12,2019

Actual  Forecast Variance
RICEIPTS
Revenue / Collection of accounts receivable 471,592 371,047 100,545
Additional DIP Financing 0 150,000 (150,000)
Advances frony(to) US subsidiary (73,669) 35500  (109,169)
Funds fromNortel insolvency proceeding 135,926 0 135926
Foreign exchange gain/(loss) 1,738 0 1,738

535,587 556,547  (20,960)

DISBURSEMENTS
General and administrative (47,903)  (50,600) 2,697
Wages and benefits 339,277y  (319211)  (20,066)
Direct costs re subcontractors (36,118)  (32,949) (3,169)
GST remittances (20,139) (20,000 (139)
Interest on DIP financing (15,000)  (27,352) 12,352
Restructuring costs - Prafessional fees 0 (100,000) 100,000

(458,437)  (550,112) 91,675
Net cash flow 77,150 6,435 70,715
Opening cash 09,769 69,769
Closing cash 146,919 76,204 70,715

Commerx experienced positive cash flow of approximately $77,000 over the
period March 25 to May 12, 2019, which was approximately $71,000 more than

was estimated in the Revised Forecast.

The Company maintained a cash balance of approximately $147,000 as at May 12,
2019.



14, The Proposal Trustee notes that the positive variance in the cash balance is a result

of a combination of a number of variances in individual categories as set out in the

table above. Overall, the Proposal Trustee has the following comments:

a.

The Company’s accounts receivable collection efforts were more
successful than anticipated, as it collected approximately $100,000 more
than it had forecast during the period. However, this is more than offset by
the variance from advances made to the Company’s U.S. subsidiary. The
Company had anticipated it would borrow $35,500 from its U.S. subsidiary
but instead it advanced its U.S. subsidiary nearly $74,000 during the
period. Initially, the Company advised the Proposal Trustee that amounts
advanced to the U.S. subsidiary were to cover a short-term timing issue and
would be immediately repaid. However, the initial amount was not fully
repaid and instead the Company advanced the U.S. subsidiary

approximately $50,000 more in the final two weeks of the period,

In the First Report, the Proposal Trustee noted that the Revised Forecast
indicated that the Company’s ability to continue operations while working
through a restructuring period appeared to be dependent upon the receipt of
additional debtor-in-possession financing (““Additional DIP Financing”) of
$150,000, which had not yet been approved by the Court. The Revised
Forecast anticipated that the details of the funding would be finalized and a
Court application for approval of an additional debtor-in-possession
financing charge would be scheduled in the near future such that the
Additional DIP Financing would be received during the week of April 15 —
21, 2019. However, the Company has not received the Additional DIP
Financing as of the date of this Second Report, nor has it finalized the
details of the funding or scheduled a Court application for approval of

further debtor-in-possession financing charge.



C.

As a result of the lack of Additional DIP Financing, the Company has
Delayed payment of restructuring costs, being the fees of the Company’s
legal counsel, the Proposal Trustee and the Proposal Trustee’s legal
counsel, which Commerx had anticipated would amount to payments of
$100,000 during the period. The outstanding accounts and work in process
of the Proposal Trustee and its legal counsel total approximately $20,000 as
of the date of this Second Report. The initial billings of the Proposal
Trustee and its legal counsel through to March 31, 2019 totalling
approximately $22,000 were satisfied from the $25,000 retainer provided

by the Company prior to the commencement of the Proposal Proceedings;

Payroll costs have trended higher than anticipated due to delayed timing of
staff layoffs, while DIP financing interest has been lower than anticipated,
due in part to the lack of Additional DIP Financing as well as the fact that
approximately $10,000 of the amount forecasted to be paid had already

cleared the Company’s account just prior to the forecast period; and

The Company recently received a payment of $136,000 (the “Nortel
Funds™) which the Company advises represents funds payable to the former
shareholder of Alternate Communications International Ltd. (“Alternate™)
from the Nortel Networks Inc. insolvency proceedings. Alternate was
acquired by Commerx in 2010 and was eventually amalgamated with
Commerx. The Proposal Trustee understands that the former shareholder
of Alternate may claim these funds as a priority entitlement, pursuant to an
agreement dated August 20, 2013 between the former shareholder and
Alternate. In the Second Revised Forecast described below, the Company
has reported the Norte]l Funds as a separate line item, for illustrative
purposes. The entitlement of the former shareholder of Alternate to the

Nortel Funds is yet to be determined.



15.  Without the receipt of the Nortel Funds, the Company’s cash balance as at May 12,
2019 would have been approximately $11,000, which is approximately $78,000
lower than forecast due to the overall negative impact of other variances discussed

above.

CASH FLOW FORECAST

16.  Management, with the assistance of the Proposal Trustee, has prepared an updated
13 week cash flow forecast for the period May 13, 2019 through to August 11,
2019 (the “Second Revised Forecast”) which is attached hereto as Appendix “A”,

17. A summary of the Second Revised Forecast is set out in the table below:
Commerx Corporation
Cash flow forecast
For the period May 13 - August 11, 2019
Forecast
RECEIPTS
Revenues / accounts receivable collection 713,942
Interim financing 150,000
Advances from US subsidiary 60,000
923,942
DISBURSEMENTS
General and administrative (inc. rent and insurance) (98,088)
Wages and benefits (488,581)
Pre-NOI GST (23,637)
Post-NOI GST (30,000)
Direct costs re: subcontractors (38,4006)
Interest on DIP #1 (22,500)
Interest on DIP #2 (2,500)
Restructuring fees (125,000)
(828,712)
Net Cash Flow 05,230
Opening cash 146,919
Closing cash ‘ 242,149
Nortel Funds {135,600




18.

19.

The Second Revised Forecast reflects positive cash flow of approximately $95,000
over the forecast period, leaving a forecasted cash balance of approximately
$242,000 at August 11, 2019. Given the current uncertainty regarding the
requirement the status Nortel Funds to the former shareholder of Alternate, the
Nortel Funds have been identified for illustrative purposes. The forecasted cash
balance as at August 11, 2019, exclusive of the Nortel Funds is approximately

$107,000.

The Proposal Trustee offers the following additional comments in respect of the

Second Revised Forecast:

a. The cash generated from collection of past and future sales revenues has
been forecast based on amounts already billed and future revenues based on
existing secured work and amounts already billed, collected within average
timelines. The Proposal Trustee notes that the amount forecast to be

received is consistent with the post-filing results to date;

b. Although the Company is still working to finalize the terms of the
Additional DIP Financing, it anticipates that it will not be received until the
week of July 1 — 7, 2019 after obtaining Court approval of the further
debtor-in-possession financing charge. Without the Additional DIP
Financing, the Company is likely unable to fund its forecasted restructuring
costs. Therefore, the forecasted payment of the majority of the restructuring
cbsts has been delayed in comparison to the previous Revised Forecast
filed in conjunction with the April Application. The Proposal Trustee
understands that the extended timeline for payment has been agreed to by

the various restructuring professionals;

c. The Company has forccast that its U.S. subsidiary will advance $60,000 in
the second week of the Second Revised Forecast, such that it will have
more than fully repaid all funds borrowed from» Commerx since the Filing
Date. Management advises that it is confident that the U.S, subsidiary will

have sufficient cash available to fund the anticipated transfer;



20.

21,

d. General administrative and operating expenses have been forecast based on
planned workloads and historical results. The Trustee notes that these
expenses to be slightly lower than post-filing results to date, which is

consistent with the Company’s efforts to reduce costs; and

e. The Company is no longer forecasting that it will repay the term loan
associated with the initial $500,000 of DIP financing during the forecast
period. Although the loan agreement states that the loan is due June 1,
2019, the Company has advised that it is confident the lender will agree to
an extension of the time to repay the loan as contemplated in the loan
agreement, Therefore, the Company anticipates that the funds will not be

required to be repaid until after the forecast period.

Overall, while the Company’s operations appear to be self-sustaining, the Second
Revised Forecast demonstrates that its ability to meet its obligations relating to
restructuring costs, including professional fees and DIP financing interest, is
dependent on the Company’s ability to obtain funds from its U.S. subsidiary and
raise the Additional DIP Financing. However, should it be determined that the
Nortel Funds are available to be utilized by the Company, those funds would be

available to fund such expenses.

Subject to the comments above, the Proposal Trustee is satisfied that the Revised

TForecast is reasonable in the circumstances.

RESTRUCTURING EFFORTS

22,

In the First Report, the Proposal Trustee advised that Management was having
positive discussions with Super G Capital, LLC (“Super G”) with respect to the
removal of Super G’s registration at the Alberta Personal Property Registry (the
“PPR. Registration”) which encumbered all present and after-acquired property of
the Company (the “Super G Registration”) and that the ultimate removal of the
Super G Registration would be an important factor that will pave the way towards

the Company filing a viable proposal.



23, This matter has been successfully resolved since the date of the First Report and

Super G has now discharged the PPR Registration.

24.  Management continues to work towards securing Additional DIP Financing.

RECOMMENDATIONS

25.  The Proposal Trustee is satisfied that:

o Management continues to act in good faith and with due diligence with a
view towards ultimately preparing a Proposal for presentation to its

creditors; and
e no creditor would be materially prejudiced if a further extension is granted,

26.  In light of the above, the Proposal Trustee is of the view that a further extension of
the time to file a proposal and corresponding extension of the Stay through to July

4, 2019 is warranted.

27.  The Proposal Trustee is also supportive of the Company’s requests to make
application to the Court to increase the limits provided for by the DIP Order and
for an order determining the parties’ ownership and rights with respect to the 51%
of the Class “A” shares of the Company previously transferred to Lotus, as
Management believes each of these matters are important factors to be addressed

prior to the formulation of the Company’s proposal.
All of which is respectfully submitted this 16" day of May 2019.
Hardie & Kelly Inc.

in its capacity as the Proposal Trustee of Commerx Corporation
and not in its persongl-eapaci







RECEIPTS
Projected recelpts from trade accounts recaivable
Received from trade accounts receivable
Principal source of revenue - WIF
interim/DIP financing #2
Advances / Repayments from U.S. subsidiary
Fx gain (loss)

Towl receipts

DISBURSEMENTS
Generat and administraiive
Woages and beneli:s
Carpaorate Insurance
Rent
Due o CRA - pre-HO! GST
Monthly GST
Other - direct costs {revenue producing subcontractors & costs)
Interest on DIP funding #1
Interest on DIP funding #2
Resinycturing costs
Advances / Repayments fo U.S subsidiary
Total disbursements
Net cash flow
Opening bark balarce
Closing bank balance

Norte! Funds - See assumptions

Net Cash Available

Commerx Cosporation

Weekly Report of 13 Week Cash Flow Forecast

for the periad May 13, 2019 to Aug 11, 2019 (13 weeks)

{unaudited)
Week 1 Week 2 Week 3 Week 4 Week 5 Week 6 Week 7 Week 2 Weeipl ‘Waek 10 ‘Week 11 Week 12 Week 13
Projection Projection Projection Projection Pro Projecti tecay Prolect Projecti Projection’ Projiction Projection Projection
May 13 May 20 May 27 June 3 June 10 June 17 Jine 24 Juiyat July U8 July 15 July 22 July 23 Aug 05
May 19 May 25 June 2 June 3 June 16 June 23 Junz 30 July 37 July 14 Juby 21 SJuly 28 Aug 04 Aug 11 Total
533,145 530,620 $30.337 5157,709 55,896 331,897 55,951 526,878 50 51,530 50 518,020 30 $341,992
0 1} ] o] 1} 0 [} Q 0 1] 1] i} g 50
3] 1} o 5,000 15.000 15,000 15,000 17.500 120,850 20,890 20,899 20,830 120,850 3371850
) ) po] 0 1} o Q 150,000 0 1} ) 1} i $150,000
1] £0,000 6 i} 0 1} o] i} 5] Q 1} 0 & $€0,000
<] o k) & g iig 0 3 3 8 a8 s&
33,148 30620 35337 162,709, 20.885" <5857 20,951 184378 420,890 22420 28,690 38,920 $20.850 523,932
4618 4.000 4,000 4,000 4,600 4000 4,000 4,000 4,000 4,000 4,000 4,000 4,000 52,619
6,181 $0,000 0 75,000 $§,800 75000 o 75,000 5,800 75,000 Q 75,000 5,800 488,551
[ 0 3,853 0 o] ] Ie) 3,853 o o o] 3,853 0 . 11,550
a2 Q 1} 11,303 1} G 0 11,303 o 0 Q 11,303 0 33,508
3 0 0 23637 [ ¥ 0 o] Q 0 1] 1] 1] 23,637
a 1} 10,000 g 0 & [ 10,000 0 Q 0 10.000 4] 30,000
8 1} 7612 5.19C [ g 1} 7612 5,180 0 o 7612 5,120 38,406
o a 7,500 1] Q o 1} 7,500 ) 0 0 7.500 0 22,500
@ 0 [ Q 1} 4 1} 1} ] [13 o] 2,500 0 2,500
a 25000 Q 0 o] 2 s) 50,000 1} 50.000 o] 0 0 125,000
i £ [ o 9 b4 s 4 0 g 8 1 a [
3850 115,000 32985 118,130 9,600 75.000 4000 169,268 14,380 123,000 4000 0,788 14,880 828712
22,344 -28,2%C ol ALY 11,058 -32,103 16,951 25,108, 105,900 <102,5380 16,888 -82.849 105,500 #5230
146,918 168,263 140,864 138,256 181,835 192,931 160,827 177,778 202,867 308,787 202,207 219,087 136,249 146,919
$169,263 $140,884 $138,256 $181,335 $192,931 $160,827 $177,778 $202,887 $308,787 $202,207 $219,097 $136.249 3242149 $242,149
{5135.000} {$135.000} {$135.000% {$135.000} {5135.000) {5135,000} (5135,000) {$135.000) {3135.000% (3135.000% (5135.600): {$135,000) {5135.,000} (5135,000)
34,263 5,884 3,256 46,835 57,931 25,827 42,778 67,887 173,787 67.207 54,057 1,249 107,148 107,143




Commaerx Corporation

Assumptlons for Cash Flow Forecast

for the period May 13, 2019 to August 11, 2019 (13 weeks)
{unaudlted)

Receipts of Cash
~ Projected racelpls from lrade accounts recelvable are basad on actual biilings that have already been generated in the biliing cycle.
- Projecled principat source of raveriue - work in process Is basad on work that has been secured and is In process and to be billed during respeciive bilt cycle.
based on exlisting contracts and average collection timellnes,

DIP #1 Funding
~ $500,000 was received prior io the forecast period.
= In accordance with the loan agreemenl, the malturlly data of June 1, 2019 will be extended Into the future.

DIP #2 Funding
The company expecls to secure DIP funding in the amouni of $150,000 in week 8 (July 1 io July 8, 2018)
Use of funds are as follows:

$25,000 to be relmbursed for amounts ajready dishursed to lrustae pre-NOI.

$25,000 to be reimbursed for amounis to be disbursed in Week 2,

$50,000 for legal and rustee fees for resiructuring expected to be disbursed in Week 8,

$50,000 for tepal and trustee fees for restructuring expectad to be dishbursed In Week 10.

Adminlistrative Expenses
The estimaled costs for edministrative expenses are derived from analysis of previous monthly Income stalements and adjusted based on revised financial forecasts,

See altached schedule for breakdown of month costs,

B

s

Past GST - Pre NOI
Nov-18 7083,36
- Dec-18 9576,38
Jan-19 6967.84
Scheduled payment date is June 2018. These are forecast to be pald despile tha stay of proceedings based on discussions with CRA,

'

.

N

Direct Costs {revenue producing resources}
Two conlracled staff working In Indonesla end ihree contracted staff working In India

B

Advances and repayments - U,S. subslidlary
From time to time, funds ere lransferred betwean Commerx Corporation and Commerx US Inc in order lo balance cash reguirements.
Amaunts and timing of advances are based on cash requirements and avallable cash of the U.S, subsidlary based on projected operating results.

K

"

Restructuring Costs
An edditional $25,000 Is projected to be disbursed from operating funds in Week 2 payabls to NO lrustee,
See olher assumptions noted above under DIP funding.

¥

i

Interest on DIP advance

DIP #1 inlerest was calculaled, forecested and payable lo Bafinhard Capital. Principal amount borrowed was $500,000 and funds were received prior {o the forecast period.
Calculation and payment schedule Is based on the contractual agreement,

DIP#2 interest wes calculated and forecasted based on borowing $150,000.

'

Nortel Funds

Approximately $135,000 CAD has been recelved from the Norlel Networks Inc. restructuring. These funds are the subject of an agreement with former owners

of an amalgamatlon predecessor of the company,

- The Company is awalling legal advice as to the enlitiement of the funds; however, In the meantime an equivalent amoun! of funds has been saparalely identifled for



Commerx Corporation

Schedule for SG&A Expenses for Cash Flow Forecast

for the period May 13, 2019 to August 11, 2019 (13 weeks)

(unaudited)

. Monthly Costs

$CAD
Bank Service Fees 1,000
Insurance - Corporate 5,100
Telephone, Cellular and Internet 2,000
Office Supplies and Costs 600
Meal and Entertainment (Sales Department) 1,300
Travel (Sales Department) 2,500
IT Support Costs 2,000
Memberships, Dues and Subscriptions 1,000
Miscellaneous 500
Total Monthly Gosts 16,000
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I, Robert Kulhawy, businessman of the City of Calgary, in the Province of Alberta, SWEAR AND

SAY THAT:

1. | am an individual residing in the Province of Alberta and am the founder and Chief

Executive Officer and President of Commerx Corporation (the “Company”) and as such have

personal knowledge of the matters herein deposed to, except where stated to be based on

information and belief, in which case | believe same to be true.


mailto:Fogarty@burstall.com

Overview

2. I previously swore an affidavit in these proceedings on November 23, 2018, which was
served and filed in connection with a November 29, 2018 hearing before the Honourable Mr.
Justice Feehan (“November Affidavit”). | subsequently swore an affidavit in these proceedings
on February 22, 2019, which was served and filed in connection with a February 25, 2019

hearing before the Honourable Madame Justice Dario (“February Affidavit”).

3. As will be described in more detail below, on March 7, 2019, Commerx filed a Notice of
Intention to Make a Proposal (the “NQOI”) pursuant to subsection 50.4(1) of the Bankruptcy and
Insolvency Act, RSC 1985, ¢ B-3 (the “BIA”) pursuant to the Orders of the Honourable Justice
Dario dated February 27, 2019 and March 6, 2019.

4, Hardie & Kelly Inc. (the "Proposal Trustee”) was appointed to act as the Licenced

Insolvency Trustee for the proposal.

5. Following the filing of the NOI, | swore affidavits on March 28, 2019 (*"March Affidavit")
and May 15, 2019 (*May Affidavit”), in support of two (2) separate applications for orders
extending the time to file a proposal and to extend the stay of proceedings, which orders were

granted.

6. In this affidavit, | will be repeating and relying upon various statements contained in my
November Affidavit, February Affidavit, March Affidavit and May Affidavit, where necessary and
applicable.

The Parties

7. The Company is incorporated pursuant to the laws of the Province of Alberta and is a
leading global provider of Information Technology (IT), digital and telecommunications (telecom)

industries headquartered in Calgary, Alberta.

8. The Company has deployed resources in over eighty-five (85) countries including the
United States of America, Canada, Mexico, United Kingdom, India, Russia, and Taiwan. As the

telecom space is seeing a revival, the Company is a market leader.

9. Commerx Holdings LLC ("Commerx Holdings”) is a company based in the State of
California, United States of America. Pursuant to the terms of the Purchase Agreement dated

December 31, 2016, Commerx Holdings is the majority sharehoider of the Company (51%) (the



“Purchase Agreement’). Attached hereto and marked as Exhibit “A” is the Purchase
Agreement. For ease of reference, | also attach, behind the Purchase Agreement at Exhibit A,

the pertinent sections of the Shareholders Agreement.

10. Lotus Innovations Private Equity Fund aka Lotus Innovations LLC (along with Commerx
Holdings collectively referred to as “Lotus”) owns Commerx Holidings. Lotus is an Irvine,
California based private equity investment fund that purports to build weaith for its investors by
acquiring, transforming, and exiting high-potential, small to mid-size technology companies in

enterprise IT and telecom.

Factual Background

11. On December 30, 2016, Lotus and | entered into the Purchase Agreement, where | sold
and Lotus agreed to purchase fifty-one percent (51%) of the Class A shares of the Company in
consideration for a purchase price of $2,000,000.00 USD plus other considerations. Payment

was to be completed in two phases:

(a) Payment from Lotus to me in the amount of $500,000.00 USD on or before
January 31, 2017 (Phase 1); and

(b) Payment from Lotus to me in the amount of $1,500,000.00 USD on or before
November 30, 2018 (Phase 2).

12. Phase 1 of the transaction was not completed as contemplated in the Purchase
Agreement. The Phase 1 payment was not received until July 4, 2017. Further, Lotus did not
make the Phase 2 payment when it became due and owing on November 30, 2018. Rather, as
will be discussed, Lotus tried to leverage me to agree to alter their Phase 2 payment obligations
and wipe out any value of other minority shareholders of the Company. Lotus was not doing

this for the good of the Company. Instead, it was contemplated for the benefit of Lotus.

13. | made the decision to sell the controlling interest in the Company to Lotus, as | was
made to believe that Lotus would bring to the Company the working capital that the Company
needed. This is stipulated at paragraph 14.1 of the December 30, 2016 Sharehoiders
Agreement between Lotus and |. Attached hereto and marked as Exhibit “B” is the
Shareholders Agreement. Paragraph 14.1 specifies that Lotus was to provide the Company with
a $3,000,000.00 USD revolving line of credit for the purpose of providing working capital and to
pay the $1,270,000.00 USD representing ongoing obligations of the Company. The revolving



line of credit was supposed to be available from December 31, 2016 to December 31, 2018

(“Working Capital Credit”).

14. Lotus did not, and never has, provided the Company with the Working Capital Credit and
did not fulfill the requirements to pay down the $1,270,000 USD of obligations. Lotus’ failure to

do so has caused significant problems for the Company.

15. Additionally, Lotus, pursuant to a Settlement Agreement with Fortitude Financial
Investments Inc., among other parties, dated December 30, 2019, agreed to cause the
Company to redeem 1,148,381 Class "F" Preferred Shares issued to Fortitude by June 30,
2017. The shares were not redeemed. Consequently, the cumulative dividend rate increases
from 6% per annum to 24% per annum because Lotus defaulted on their obligation to redeem
the shares. Attached hereto and marked as Exhibit “C” is a copy of the Settlement Agreement.

It should be noted that Lotus is the principal guarantor to this Settlement Agreement.

16. One of the Company’s subsidiary operations, Commerx Alternate Communications
Private Limited operated out of India (the “India Subsidiary”). Due to cash flow issues the India
Subsidiary was unable to meet their financial obligations, which triggered an insolvency event.
This was precipitated by a lack of working capital which the Company could have used to keep

the India Subsidiary operational.

17. Lotus has been and continues to be in default of various obligations under the Purchase,

Shareholder and Settlement Agreements more particularized in the table below:

| Purchase Agreement

2.2(b) Lotus to make subsequent payment of Lotus in default
$1,500,000.00 USD (the "Subsequent
Payment") to Kulhawy.

2.3(c) Lotus to pay $1,270,000.00 USD representing Lotus in default. Failed to
various ongoing and outstanding Commerx pay approximately
obligations $598,923.00

Settlement Agreement Payment

4 Lotus to cause Commerx Holdings to redeem Lotus in default. Class "F"
1,148,381 Class "F" Preferred Shares issued to Preferred Shares were not
Fortitude by June 30, 2017. If shares not redeemed on June 30,
redeemed, the cumulative dividend rate 2017.

increases from 6% per annum to 24% per




annum.

Shareholder Agreement Line of Credit-Payments

14.1

Lotus to provide a $3,000,000.00 USD line of Lotus in default. No line of
credit from December 31, 2016 to December 31, | credit provided.
2018, to the Company for working capital.

In January 2017, the Company paid $30,000.00
USD as a fee to Lotus to secure the
$3,000,000.00 USD credit facility.

18. On November 21, 2018, | had a telephone conversation with Mr. Christian Mack of

Lotus. During this call, which lasted approximately 30 minutes, Mr. Mack advised me that Lotus:

(a)

(b)

will not be paying me the $1,500,000.00 USD due November 30, 2018;

will not be providing the $3,000,000.00 USD credit facility as per the Shareholder

Agreement;
will not be providing the $598,923.00 USD pursuant to the Purchase Agreement;
does not have the funds to redeem the Fortitude preferred shares;

does not have the funds to pay any of their outstanding obligations; and

) that if | do not agree to make significant concessions on the funds owing that he
is willing to refuse to borrow money and thereby trigger a potential insolvency.
19. More particularly, Lotus advised that it had negotiated a financing arrangement with the

Alberta Treasury Branch for working capital for the Company where Lotus would the guarantor

for the loan. However, this loan required that | must renegotiate the terms of the Purchase

Agreement including:

(a)

(b)

relieving Lotus of the obligation to pay the Phase 2 payment to me;

requiring the Company to instead become responsible to make the Phase 2

payment to me; and

permitting Lotus restructure the Company in a manner which would wipe out the
value of the other minority shareholders without compensation to these

shareholders.




20. The above-noted exchanges between Mr. Mack and | are even more egregious now, as
| have discovered that at that time of this exchange, Lotus did in fact have sufficient funding
from a company called Super G Capital, LLC (“Super G Capital’) to satisfy its obligations. My
subsequent discovery of this key information will be described in more detail below at

paragraphs 25 to 29.

21. Lotus has refused to comply with its obligations under the Purchase, Shareholder and
Settlement Agreements and refused to provide working capital to the Company, which it
desperately needed, unless | renegotiated the outstanding obligations of Lotus and permitted
Lotus to wipe out the value of other minority shareholdings — which was clearly not in the best

interests of the Company or any of its stakeholders other than Lotus.

November 29. 2018 Hearing

22. The Honourable Mr. Justice Feehan heard a contested application on November 29 and
30, 2018. At the hearing, | sought to obtain emergency and necessary funding (akin to debtor-

in-possession financing) on behalf of the Company.

23. Justice Feehan subsequently released Reasons for Decision on December 4, 2018, In
granting the order, Justice Feehan made the following findings at paragraph 27 of the Reasons

of Justice Feehan:

| find that the evidence supported a reasonable expectation by Mr.
Kulhawy that the Respondents would pay [$1,500,000 USD] pursuant to
the Purchase Agreement by November 30, 2018, provide working capital
credit of $3,000,000 USD between December 31, 2016 and December
31, 2018, and meet its other commitments pursuant to the Purchase
Agreement, Shareholders Agreement, Stock Purchase Agreement and
Settlement Agreement. 1 find that reasonable expectation was violated
by the conduct of the Respondents within the definition of oppression
and unfair prejudice.

24. Justice Feehan’s November 30, 2018 order (the “Justice Feehan Order”) allowed me to
borrow up to $500,000.00 from Henley investments on the specific terms of a Line of Credit
Agreement that was before Justice Feehan. This Line of Credit Agreement was negotiated on
my then belief that the Company had no secured encumbrances. At no time during the

Application did Lotus advise the Court that they had pledged all of the Company assets to Super
G Capital.



25. Subsequent to the hearing before Justice Feehan, when attempting to finalize the receipt
of the $500,000.00 loan, it was discovered that Lotus had previously entered into a financing
arrangement for $2.1 Million USD with Super G Capital and pledged the assets of the Company
as security. According the due diligence search results, Super G Capital delivered the funds to
Lotus and on July 19, 2018, registered a security interest against all present and after-acquired

personal property of Commerx.

26. Accordingly, the Company was refused the $500,000.00 loan. The Company and | were

put into a position where we could not comply with Justice Feehan’s Order.

27. Further, the Company received no benefit from the Super G Capital loan. To the
contrary, it appears that Lotus entered into the Super G Capital loan purely for its own benefit.

The Company never received the loan proceeds.

28. By directly or indirectly encumbering of assets of Commerx, Lotus is in breach of the
provisions of the purchase agreement, shareholders agreement and the articles of

the Company.

February 25 Hearing and the Proposal Proceedings

29. On February 25, 2019 and February 26, 2019, the Honourable Madam Justice Dario

granted an Order allowing me to file an NOI on behalf of the Company.

30. On March 7, 2019 (the "Filing Date"), Commerx filed an NO! and Hardie & Kelly Inc.
consented to act as trustee (the "Proposal Trustee") in the proceedings (the "Proposal

Proceedings”).

31. On March 29, 2019, the Proposai Trustee prepared a report (the "First Report") to the
Court of Queen's Bench of Alberta (the "Court") in advance of the Company's April 2, 2019
application (the "April Application”) for an extension of the time to file a proposal to its

creditors ("Proposal”).

32. On April 2, 2019, the Court granted an Order extending the time in which the Company
must file a Proposal to May 20, 2019 (the "Initial Extension”) along with an extension of the

Stay of Proceedings (the "Stay") afforded the Company pursuant to Section 63 of the BIA.

33. In the First Report, the Proposal Trustee advised that management of the Company was
having positive discussions with Super G Capital with respect to the removal of Super G

Capital's loan registration at the Alberta Personal Property Registry which encumbered all



present and after-acquired property of the Company (the "Super G Registration”). The
Proposal Trustee also advised that the removal of the Super G Registration would be an

important factor that will pave the way towards the Company filing a viable Proposal.

34. Between the Initial Extension and the Second Extension (described below), the
Company and Super G Capital successfully resolved the issues surrounding the Super G

Registration and Super G Capital discharged the Super G Registration.

35. Additionally, during this time, the Company, Lotus, and | were served with an application
by a creditor of the Company seeking to enforce a Settlement and Mutual Release Agreement
the parties had entered into, of which Lotus is the primary guarantor. The creditor applicant
advised the Court that Lotus was claiming to be insolvent and provided the letter attached
hereto and marked as Exhibit “E” as evidence thereof. | verily believe that since the originating
application in this action was served, Lotus has been transferring its assets to a related entity,
also controlled by Mr. Mack. If Lotus is insolvent, | believe it is due to Mr. Mack deliberating

moving assets to thwart creditors of Lotus.

36. On May 16, 2019, the Proposal Trustee prepared a report (the “Second Report’) to the
Court in advance of the Company’s application of the same date (the “May Application”) for an

extension of time to file a Proposal along with an extension of the Stay.

37. On May 16, 2019, the Court granted an order extending the time in which the Company
must file a Proposal to July 4, 2019 (the "Second Extension") along with an extension of the

Stay afforded the Company pursuant to Section 69 of the BIA.

38. At paragraph 27 of the Second Report, the Proposal Trustee advised that it was
supportive of the Company’s request to make an application determining the parties' ownership
and rights with respect to the 51% of the Class "A" shares of the Company previously
transferred to Lotus, as | believe that this matter is critical to address prior to the formulation of

the Company's Proposal.

39. As a result of the various breaches of the Purchase Agreement and related agreements,
the Company and | (personally) have incurred initial losses of revenue and subsequently,
incurred significant liabilities for profession and lending fees to restructure its affairs and recover
from the harm caused by Lotus. The losses, tied to the breaches, are in the amount of

$5,128,923.00 USD, more particularly described as follows:

(a) $1,500,000.00 Phase 2 payment owed to me by Lotus;



(b) $698,823.00 in payments Lotus failed to make on behalf of the Company to

various parties pursuant te section 2.3(a) of the Purchase Agreement;

(c) $3,000,000.00 in the form of a credit facility that Lotus failed to provide the

Company;

(d} $30,000.00 that was paid to Lotus by the Company as a fee to secure the credit
facility as described in paragraph 39(c).

40. The Company likely requires a further extension of time to file a proposal until after the
share issue is adjudicated. The Company will likely be able to make a viable proposal if the
extension being applied for was granted. The request for an extension of time for this purpose

has the support of the Proposal Trustee and is likely unopposed.

41, The Company continues to act in good faith and with due diligence with a view towards

preparing a proposai for presentation to its creditors.
42, No creditor would be materially prejudiced if a further extension is granted.

43. I make this affidavit bona fides, with no improper purpose and in support of my

application for:
(a) an extension of time to file a proposal; and

{b) an order determining the parties’ ownership and rights with respect to the 51% of

the Class ‘A’ shares of the Company previously transferred to Lotus.

)
)
)~
% //@‘M%

ROBERT KULHAWY

SWORN BEFORE ME at Calgary, Alberta,
this lav ~f lina 2019,

joner tor Uaths in and for the
of Alberta

Jasmin Dhaliwal
A Commissionar for Oeils - Astary Publig
Jrand for the Pravinge of 4bens.
Member o tne Law Scciety of Aberia and
My A;pa wimert Expires at the Jieazare of
The Atornsy Cenaral ' the Provivce of Alberta
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INTRODUCTION

1. On March 7, 2019, Commerx Corporation (“Commerx” or the “Company”) filed a
Notice of Intention to Make a Proposal pursuant to the Bankruptcy & Insolvency
Act (the “BIA”). Hardie & Kelly Inc. consented to act as trustee (the “Proposal

Trustee”) in the proceedings.

2. On March 29, 2019, the Proposal Trustee prepared a report (the “First Report™) to
the Court of Queen’s Bench of Alberta (the “Court”) in advance of the Company’s
April 2, 2019 application (the “April Application”) for an extension of the time in

which Commerx was required to file a proposal to its creditors (“Proposal”).

3. On April 2, 2019, the Court granted an Order extending the time in which the
Company must file a Proposal to May 20, 2019 (the “Initial Extension”) along
with an extension of the Stay of Proceedings (the “Stay”) afforded the Company
pursuant to Section 69 of the BIA.

4. On May 16, 2019, the Proposal Trustee prepared a report (the “Second Report”) to
the Court in advance of the Company’s application (the “May Application”) for a

further extension of the time in which Commerx was required to file a Proposal.

5. On May 16, 2019, the Court granted an Order further extending the time in which
the Company must file a Proposal to July 4, 2019 (the “Second Extension™) along

with an extension of the Stay.

6. The purpose of this report (the “Third Report”) is to provide an update to the Court

with respect to the following:

a. The Company’s operations and financial performance since the date of the

Second Report;
b. The status of the Company’s restructuring activities;

c. The Company’s request for a further extension of the time required to file
the Proposal and a corresponding extension of the Stay through to August
18, 2019 and the Proposal Trustee’s recommendation with respect thereto;

and



d. The Company’s request for an Order declaring, inter alia, that Lotus
Innovations LLC (“Lotus™) is in default of certain obligations under a prior
agreement to purchase shares of the Company, and directing Lotus to
transfer all of the shares transferred pursuant to the agreement back to the

Company.

TERMS OF REFERENCE

In preparing this Third Report, the Proposal Trustee has been provided with, and
has relied upon unaudited financial information, certain books and records of the
Commerx and discussions with management (“Management”) (collectively the
“Information”). Except as described in the First Report, the Second Report, or this
Third Report, the Proposal Trustee has not audited, reviewed or otherwise
attempted to verify the accuracy or completeness of such Information in a manner
that would wholly or partially comply with Generally Accepted Assurance
Standards (“GAAS”) pursuant to the Chartered Professional Accountants Canada
Handbook and, accordingly, the Proposal Trustee expresses no opinion or other

form of assurance contemplated under GAAS in respect of such information.

Some of the Information referred to in this Third Report consists of forecasts and
projections. An examination or review of any financial forecast and projections, as
outlined in the Chartered Professional Accountants Canada Handbook, has not

been performed.

All monetary amounts noted herein are expressed in Canadian dollars.

ONGOING OPERATIONS

10.

11.

Management represents that the day-to-day activities of the Company are being

carried on in the ordinary course with no significant operational issues.

The Proposal Trustee is not aware of any suppliers having any issues in respect of

the ongoing payment of post-filing obligations.



FINANCIAL PERFORMANCE

12. The Proposal Trustee has reviewed the Company’s actual receipts and
disbursements from May 13, 2019 through to June 16, 2019 in comparison to the
corresponding period in the revised forecast (the “Second Revised Forecast™)

which was filed in connection with the May Application

13, Avariance analysis is set out in the following table:

Actual Forecast  Variance
RECFIPTS
Revenue / Collection of accounts receivable 119,963 277,707 (-157,744)
Additional DIP Financing 0 0 0
Advances from/(to) US subsidiary 172,094 60,000 112,094
Foreign exchange gain/(loss) (-3,057) 0 (-3,057)

289,000 337,707  (48,707)

DISBURSEMENTS
General and administrative (31,027)  (35,77) 4,748
Wages and benefits (167,285)  (176,981) 9,696
Direct costs re subcontractors (26,269)  (12,802)  (13,467)
GST remittances (8,604)  (33,637) 25,033
Interest on DIP financing (7,500) (7,500) 0
Restructuring costs - Professional fees (21,793)  (25,000) 3,207

(262,478)  (291,695) 29,217
Net cash flow 26,522 46,012 (19,490)
Opening cash 146,919 146,919
Closing cash 173,441 192,931

14. Commerx experienced positive cash flow of approximately $26,500 over the

period May 13 to June 16, 2019, which was approximately $19,500 less than was

estimated in the Revised Forecast.

15. The Company maintained a cash balance of approximately $173,000 as at June 16,
2019.



16.

17.

The Proposal Trustee notes that the negative variance in the cash balance is a result

of a combination of a number of variances in individual categories as set out in the

table above. Overall, the Proposal Trustee has the following comments:

a.

The Company’s accounts receivable collection efforts were less successful
than anticipated, as it collected approximately $158,000 less than it had
forecast during the period. Management advises that this is mainly due to a
delay in receipt of certain accounts receivable from one of its largest
customers, who has provided assurance that the funds will be paid over the

next three weeks;

To offset the negative variance in accounts receivable collections, the
Company borrowed approximately $112,000 more than it had forecast from
its U.S. subsidiary. Management advises that these funds do not need to be
re-paid as it intends to record management fees and/or cost recoveries
owing from the U.S. Subsidiary to offset the amount borrowed, given that
Commerx funds certain administrative costs on behalf of the U.S.

Subsidiary; and

The Company has experienced variances in payment of certain of its
expenses, although these are largely the result of timing differences which
will reverse in future weeks. Notably, the Company has delayed payment of
certain pre-filing GST which it had agreed to pay to Canada Revenue
Agency (“CRA”), as the Company has not yet received certain requested
statements from CRA to confirm the validity of the balance.

The Company continues to reflect $135,000 in funds (the “Nortel Funds”) which

the Company received from the Nortel Networks Inc. insolvency proceedings as a

separate line item in its reporting pending confirmation of its entitlement to the

funds. Without the Nortel Funds, the Company’s cash balance as at June 16, 2019

would have been approximately $38,000.



CASH FLOW FORECAST

18.

19.

20.

21.

Management, with the assistance of the Proposal Trustee, has prepared an updated
13 week cash flow forecast for the period June 17, 2019 through to September 15,
2019 (the “Third Revised Forecast”) which is attached hereto as Appendix “A”.

A summary of the Third Revised Forecast is set out in the table below:

Commerx Corporation
Cash flow forecast
For the period June 17 - September 15, 2019
Forecast
RECEIPTS
Revenues / accounts receivable collection 918,733
Advances from subsidiaries 95,000
1,013,733
DISBURSEMENTS
General and administrative (inc. rent and insurance) (109,322)
Wages and benefits (578,219)
Pre-NOI GST (23,637)
Post-NOI GST (30,000)
Direct costs re: subcontractors (42,100)
Interest on DIP #1 (45,000)
Restructuring fees (91,208)
(919,486)
Net Cash Flow 94,247
Opening cash 173,441
Closing cash 267,688
Nortel Funds (135,000)

The Third Revised Forecast reflects positive cash flow of approximately $94,000
over the forecast period, leaving a forecasted cash balance of approximately
$268,000 at September 15, 2019. Given the ongoing uncertainty regarding the
entitlement to the Nortel Funds as discussed in the Second Report, the Nortel
Funds continue to be identified separately for illustrative purposes. The forecasted
cash balance as at September 15, 2019, exclusive of the Nortel Funds is

approximately $133,000.

The Proposal Trustee offers the following additional comments in respect of the

Third Revised Forecast:



a. The cash generated from collection of past and future sales revenues has
been forecast based on amounts already billed and future revenues based on
existing secured work, with timing based on either confirmed payment
schedules or average timelines. The Proposal Trustee notes that the amount
forecast to be received appears to be consistent with the post-filing results

to date;

b. Commerx is forecasting that it will receive funds from its U.S. Subsidiary
and a Mexico Subsidiary throughout the forecast period to support the
Company’s cash requirements. Management advises that both of these
subsidiaries receive administrative support and funding from Commerx,
and therefore profits earned in the subsidiaries are expected to be
transferred to Commerx in the form of management fees and/or cost
recoveries, which are not re-payable. Management has advised that it is
confident that not only will the subsidiaries have sufficient excess cash to
fund the forecasted payments to Commerx, there will be further cash
available in the subsidiaries in the event that timing issues in collecting
accounts receivable necessitate additional transfers during the forecast

period;

c. The Company is no longer forecasting the receipt of Additional DIP
Financing given it no longer requires the funding, due in part to a third
party agreeing to fund a portion of the Company’s restructuring costs. With
the support of funds from the Company’s U.S. and Mexico Subsidiaries, it
appears that, without the Additional DIP Financing, the Company will
generate sufficient cash to fund its operating and restructuring costs during

the forecast period, even without use of the Nortel Funds;

d. Management had previously anticipated replacing the initial DIP funding it
received from Balinhard Capital with new funding. However, Management
advises that it has determined it will be more time and cost effective to

extend the maturity date of the Balinhard Capital loan despite an increase



22.

23.

in interest costs commencing June 1, 2019 pursuant to the terms of the

existing financing;

e. General administrative and operating expenses have been forecast based on
planned workloads and historical results. The Proposal Trustee notes that

these expenses appear to be in line with post-filing results to date; and

f. Restructuring costs have been forecast by Management based on
discussions with the Company’s counsel and the Proposal Trustee. The
forecast payments do not include $50,000 in legal fees that are being

funded by a third party.

Overall, while the Company’s operations appear to be self-sustaining, the Third
Revised Forecast demonstrates that Commerx’s ability to meet its obligations
relating to restructuring costs, including professional fees and DIP financing
interest, is dependent on the Company’s ability to obtain funds from its U.S. and
Mexico Subsidiaries. However, should it be determined that the Nortel Funds are
available to be utilized by the Company, those funds would be available to support
the expenditures.

Subject to the comments above, the Proposal Trustee is satisfied that the Revised

Forecast 1s reasonable in the circumstances.

RESTRUCTURING EFFORTS

24.

25.

26.

In the Second Report, the Proposal Trustee advised that Management had
successfully obtained a discharge of a registration by Super G Capital, LLC at the
Alberta Personal Property Registry which had encumbered all present and after-
acquired property of the Company.

Also in the Second Report, the Proposal Trustee advised that Management
continued to work towards securing Additional DIP Financing. As mentioned
above, the Company has determined that it does not require the Additional DIP

Financing and therefore no longer intends to seck such financing.

In an affidavit filed in connection with the May Application, the Company advised



27.

28.

that it had been working to resolve an issue (the “Lotus Share Issue”) with Lotus
regarding the proposed return of shares of Commerx which were previously
transferred to Lotus under an agreement whereby Lotus acquired 51% of the Class
A shares of Commerx (the “Purchase Agreement”) in exchange for certain
consideration which was never fully received. The Company advised that the
return of the shares needs to be resolved, either through out-of-court discussions or
through a summary claims process, prior to the Company being able to make a

viable proposal.

The Proposal Trustee has since been advised by Management that it has been
unable to resolve the Lotus Share Issue on a consensual basis, and therefore the
Company has determined that it requires the Court’s assistance in this regard. As
such, the Company has made an application for an order declaring that Lotus is in
default of its purchase obligations under the Purchase Agreement, and directing
Lotus to transfer all of the shares transferred to it under the Purchase Agreement

back to the Company.

As the Proposal Trustee understands that the Company views the speedy resolution
of the Lotus Share Issue as critical to determining the terms of any Proposal, the

Proposal Trustee is supportive of the application being heard expeditiously.

RECOMMENDATIONS

29.

30.

The Proposal Trustee is satisfied that:

a. Management continues to act in good faith and with due diligence with a
view towards ultimately preparing a Proposal for presentation to its

creditors; and
b. No creditor would be materially prejudiced if a further extension is granted.

In light of the above, the Proposal Trustee is of the view that a further extension of
the time to file a proposal and corresponding extension of the Stay through to

August 18, 2019 is warranted.



31.  The Proposal Trustee is also supportive of the Company making an application to
the Court in relation to resolution of the Lotus Share Issue, as Management

believes this matter is important to the formulation of the Company’s Proposal.
All of which is respectfully submitted this 18" day of June 2019.
Hardie & Kelly Inc.

in its capacity as the Proposal Trustee of Commerx Corporation
and not in its personal capacity

Per: Charla Smith
Vice President
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Commerx Corporation

Schedule for SG&A Expenses for Cash Flow Forecast
for the period May 13, 2019 to September 15, 2019
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District of:

Alberta

Division No. 02 - Calgary CLERK OF THE COYRT
Court No. 25-2483059 FILED
Estate No. 25-2483059 .
. nvf.?O'R,’tM 0 . | SEP 2% 2010
eport of Trustes on Proposa
(Section 59(1).and paragraph 68(d) of the Act) JU([))::C (g#)\LLgig.‘\-(RE

In the matter of the proposal of
‘Commerx Gorporation
of the City of Calgary, In the Province of Alberta

We, Hardie & Kelly inc., the trustee acting in the proposal of Commerx Corporation (“Commerx"), hereby report to the Court as

follows;

That a proposal was filed with us on the 16th day of Aygust 2019 a copy of which s attached and marked as Exhibit "A", and
that we filed a copy of the proposal with the official receiver on the 16th day of August 2019,

That on the 22nd day of Algust 2018, we gave notics to the dabtor, to the division office and to ever known.sreditor affebtad
by the Cg).rt)p‘o'sal, Whose namés-and addresses are shown i Exhibit "B" to this report, of the calling of a meeting of creditors fo
be held on the Bth day of September 2019 to ‘consider the proposal.

That with the fiotice wa Ingluded a condenised statéiment.of the assets and liabllities of the debtor, & llst of the-creditors
aifacted by the proposal who have glaims of $260 or more and showm?‘ﬂie amounits of thelr elalms; a.copy of the proposal, a
form of proof of clalm and pjrox‘?': in biank-and a voling letter.. Coples of the notice-and the condensed statefnent of assets and
liahilitles are attashed arid markéd ds Exhihits *G1" and "C2" respactively.

That prior to the meeting of creditors we made a detailed and careful inquiry into the liabilities of the debtor, the debtor's
assels and thgir value, the debtor's conduct and the causes of the debtor's insolvency.

That the megting? of craditers- was held on the 6th day of September 2019, and was présided over by the Trustes, At the
meefing of cregitors, Commerx tabled an amended proposal {Atached as Exhibit 'C3") which included complience lafiguage
requested by Ganada Reveniie Agency but otherwisa had no efféct on the propesed freatment of unsecured creditors.

That the amended proposal was accepted by the required majority of creditors.
That a copy of the minutes of the meeting is attached and marked as Exhibit "D".

That we are of the opinion that:
(a) the assets of the debtor and thelir fair realizable value are as follows:

Property Name Estimated § ) Reallzable $
Business Assets - Shares of Subsidiaries i 0.00 | 0.00
Cash on hand - Cash in bank 100,428.00 | 61,826.12
Debts Due - Business - Lotus/Halycon 477,569,00 296,810.00
| Debts Due - Business - Trade recelvables 343,000.00 0.00
Furniture - Office furniture and equipment 3,106.00 3,106.00
Other - Development Costs 0.00 | 0.00
Other - Prepald expenses and deposits 0.00 0.00
Total Praperty Value: 924,703.00 361,742.12

(by the liabilities of the debtor are as follows:
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FORM 40 --- Continued

Secured $ Preferred $ Unsecured $

Creditor Name . »

SOA Discrapancies SOA Discrepancies SOA Discrapancies

642111 ALBERTA INC. 0.00 0.00 0.00 0.00]  11,303.22] -11,303.22
ADMIRAL LAW 0.00 0.00 0.00 0.00 2,881.80 0.00
ANIXTER CANADA 000 0.00 0.00 0.00 935.18 935.18
BALINHARD CAPITAL CORPORATION 523,759,001 523,769.00 0.00 0.00 0.00 0.0
BENNETT JONES LLP 0.00 0.00 0.00 0.00]  11,939.36 0.00
BENNETT, PERRY 0.00 0.00 0.00 0.00] 100,918.33] 100,918,33
CALGARY POLICE SERVICE 0.00 0.00 0.00 0.00 20.00 20,00
CERYXINC 0.00 0.00 0.00 0.00 139.24 139.24)
CRA - Tax - Pralries - 86528 3790 RPO001 1741575 1741575 0.00 0.00 0.00] -25141.71
CRA - Tax - Pralries - 86528 3790 RT0001 0.00 0.00 0.00 000] 2401471 -1,108.31
CRA - Tax - Prélriog - 86528 3790 RPOC02 | 21,186.13]  21,188.13 000 0.00 0.00]  «16,782.13]
ggﬁii"cfj?i%g%ﬁé41 —— 0.00 0.00 »0.00 0.00 680,50 -20.66
GRAINGER 0.00 0.00 0.00 0.00 5,166.84 5,156.84
HOFFMAN DOECHIK LLP 0.00 6.00] 0.00 0.00 263.75 253.75
VKULHAWY. ROBERT 0,00 0.00 0.00 0.00] 246,04160] 4651210
MEMORY EXPRESS 0.00 300 0.00 0007 110744 1107141
'|OXFORD TECH 0.00 0.00 0.00 0.00 860.92. 860.92
PRIMUS ELEGTRONICS 0.00 0.00 0.00{ 0.00 187593 187593
RICOH CANADA INC 0.00 0.00 0.00 5.00 71647 71647
RODPREST CLEANERS 0.00 0.00 0.00 0.00 7,182.00 0.00
Wmﬁﬂ 0.06 6.00 0.00 000| 188397 39274
SUNLIFE FINANCIAL 0.00 0.00 0.00 000  16,349.41]  16,340.41
Telus Mobillty Services 0.00 0.00 0.00 0.00 114.99 114.99
Telus Residential/Business Services 000 0.00 0.00 0.00 1,199.80 1,199.80
THOMAS PRENDERGAGT 0.00 0.00 0.00 000] 1689142 16,891.42
TRAGICALLY VITAL 0.00 0.00 0.00" 0.00 1419.09 0.00
TRANT, PETER - Court File, 1701-14364 0.00 0.00 0.00 0.00f 157,777.84 0.00
URBANCORE CLEANING 0.00 0.00 0.00 0.00 1,622.25 1,622.25
VAN HOUTTE 0.00 0.00 0.00 0.00 52.50 5250
WASTE CONNECTIONS 0.00 0.00 0.007 0.00 1,351.70 1,351,70
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FORM 40 - Continued

Secured $ Preferred $ Unsecured $
Creditor Name
SOA Discrepancles SOA Discrepancies SOA Discrepancles
WHITE PAPER 0.00 0.00 0.00 0.00 1,714.45 1,714.45
‘Total s i 562,360.88] 562,360.88 0.00 0.00‘ 616,404.38] 143,042.02

9. That we are also of the opinion that:
(a) the causes of the insolvency of the debtor are as follows:

Mr, Robart Kulhawy is the Presldent and CEO of Compierx and surrently holds, directly and Indirectly, approximataly
25% of the voling shares of Commerx, Commerk Heldings LLC “.CHL'gcmrenﬂ. holds 51% of the voting common
shares of Cemmerx which t acquired from Mr, Kulhawy In December 2016 (the *Share Transaction”). Lotus
Innovations Private Equity Fund ("Lotus”) Is the parent'of CHL.  The Share Transaction Is the subject of an gn?o{ng
dispute. between Mr. Kulhawy and CH,LILO?US,‘(the_’?LotB;s .D[sput?;?; Cammetx bégan experiencing serfous liquidity
Issues In the'suimimer of 2018 due In part tothe Lofus Dispute. Mr. Kulhawy hag adylsed that this was pracipitated b
GHL defaulting under the terms of the Share Transagtlon and a Shareholder Agréement dated December 30,2016 (the
"Shareholder Agreement’) as the Ghareholder Agreernent contemplated that GHL wauld take certaln steps to faclitate
the avallabllity of working capital for Commigrx.  Mr. Kulhawy advises that GHL falling to fully comply with the terms of
the Shareholder Agresmant was a cause of Commerx's llquidity crisis, In Dacerber, 2018, Justics Feehan of the
Gourt found that there was sufficierit prima facle evidence of oppressive conduct carried out by CHL relating to
commitments not belng.met under the agresments fo justlfy the grariting of an interim funding order for Commery, as
requested by Mr. Kulhawy, [n early 2019, Mr. Kulhawy discovered that CHL/Lotus had permitted a third parly (the
“Third Party”) o securs & chargs over Commeix's assets; however, whila this charge limited Commerx's abilily to
source financing, Commerx did not recelve the benafit of any of the US $1.5 Milllon advanced by the Third Perty. Asa
result of the foregbing, Commér filed the NOI in-an éffort 16 altempt to stabilize its financla) sttuation.

(b)  the conduct of the debtor is subject 1o censure in the following respects:

N/A
(¢) the following facts, mentioned in section 173 of the Act, may be proved against the debtor:

10.  That we are further of the opinion that the debtor's proposal is an advantageous one for the creditors, for the following
reasons;

Although thera Is Inhetant businiess and economic risk assoclated with Gommerx being able to achlave its financlal
projections, the Proposal cotitemplates that the general body of unsecured craditors will receive 100% of thelr
proven claims with 17 of the 28 unsecured cradifors farecasted te be paid in full upon the Initial payment
contemplated in December 2019 and the remaining creditors tb be pald in full within two years or less.

11, The morning of the mee.tin% of creditors, Fortitude Financlal Investments Inc. (“Fortitude”) filed an unsecured claim In the
amount of $2,366,658.79. The Trustee had been aware that a.claim may be advanced by Fortitude as it had had
discussions with Commerx and Fortifude in advance of the meeting of credilors, Fortitude is of the position that Jts
Class "F" preferred shares were to have been redeemed by Cammerx stich that It has a debt claim for the redemption
amount. “Commerx disputes this position and takes the view that Forlltude has an squity Interest and not a-debt claim
and the proposal was advanced on that basls as no payments to Fortitude are contemplatéd.

The Trustee coneurs With Commerx's piosition that Fortitude’s claim is one of equity rather than debt and had verbally
advised Fortitude of its position prlor o Fortitude filng its. proof of clalm, At the meeting of creditors, the Trustee
‘advised Fortitude that its clelm, a cor)y of which s atached as Exhibit &', was belng disallowed in its entirsty with the
formal Notlce of Disallowance 10 be Issued. - Consequeéntly Foriftiide was not permiited to vote at'the meeting of
créditors. The Trustee's legal coungel issued the formal Notice of Disallowanee by wa%( of email to Forfitude's lagal
counsel on September 11, 2019'a copy of which communication is attached as Exhibit *F,

On September 17, 2019, légal counsel for Fortitude advised the Trustee's counsel that it could not provide instructions
1o walve the requirement to serve the Notice of Disallowanee by way of reglstared mail. Consequently, the Trustes also
Issued the Notice of Disallowance to Farlliude’s lsgal counse] by way of registered mmail on September 18,2019, A
copy of proof df the malling Is altached as Exhibit "G

The Trustee will be serving Fortitude with notice of the application for Court approval of the amended praposal,

Page 3 of 6



FORM 40 --- Continued

12, That we forwarded a copy of this report to the officlal receiver on this day.

Dated at the City of Calgary in the Province of Alberta, this 23rd day of September 2019,

Hardie & KWd Insolvency Trustee

Fax: (403) 640-0591
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FORM 40 --- Continued

List of Creditors with claims of $250 or more.

Creditor Address Account# Claim Amount
642111 ALBERTA INC. 4424 MANILLA ROAD SE 11,303;22
Calgary AB T2G 4B7
ADMIRAL LAW 301, 522 - 11 AVE, SW 2,881.80
Calgary AB T2R 0C8
ANIXTER CANADA 200 FOSTER CRESCENT 935,18
i . Misgauge ON L5R 3Y5
BALINHARD CAPITAL cfo Burnet, Duckworth & Palmer LLP 523,759.00
1 CORPORATION 2400, 525 - 8th Ave SW
David LeGeyt Calgary AB T2P 1G1
BENNETT JONES LL| 4500, 855 -2ND STREET SW 11,939.3
JON P Calgary AB T2P 4K7 ! 6
BENNETT, PERRY C/O COMMERX CORPORATION 100,918.33
4428 MANILLA ROAD SE
Calgary AB T2G 4B7
CRA - Tax - Praltles S_%re Nat onal Venﬂcatlon and Collection Centre | 88528 3790 RPO0O1 17,415,785
. J
Surrey B?Z V3T JE'I
| CRA - Tax - Prairies Surrey National Verlfication and Collaction Centre | 86528 3790 RT0001 24.014.71
0755 King George Blvd
Sutrey BC V3T bET
CRA - Tax - Prairies Surre National Vertrscatlon and Collection Centre | 86528 3780 RPQ002 21,ﬁ86.1 3
4755 King George Blvd
Surrey B V3T BE1
Desjarding Card Services clo FCT Default Solutions 4530941717771000 £80.50
PO Box 2514 Stn B
London ON N6A 4G9
GRAINGER 100 Gralnger Pk 5,156.8
{Lake Forrest IL SWO}(IMS USA 4
HOFFMAN DOECHIK LLP 600, 5920 MACLEOD TRAIL SOUTH 953.75
Calgary AB T2H 0K2
ULHAWY, ROBER C/O COMMERX CORPORATION 248,041,
K T 4428 MANILLA ROAD SE 46,041.60
Calgary AB T2G 4B7
MEMORY EXPRESS 3333 34THAVE NE 107,
Calgary ABT1Y BH2 110741
OXFORD TECH 37047 MAYLAND HTS. 860.92
Calgary AB T2E 9A7
PRIMUS ELECTRONICS 4180 E Sand Ridge Road 1,875.93
Motris IL 80450 USA
RICOH CANADA INGC PO BOX 1600 STREETSVILLE RPO 716.47
Misslssauga ON L5M OM6
RODPREST CLEANERS 229 CHAPALINA MEWS SE _
R Calgary AB T2X 0A7 718200
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FORM 40 --- Concluded

List of Creditors with claims of $250 or more.

Page 6 of 6

Creditor Address Account# Claim Amount
rs Retail Bankruptcies ¢/o | PO Box 2514 SthB 794598326 1,883.97
q’ Default Solutions? London ON N6A 4G9
lnsolvency Department
SUNLIFE FINANGIAL PO BOX 11010 STATION A 16,349.41
‘ Montreal PE H3C 4T9
Telus Residential/Business 3rd Fi - 4519 Canada Way 1,199.80
Services Burnaby BC V5G 484
Rick Wan
| THOMAS PRENDERGAST c/o Yach & Associates - 16,891.42
John H. Yach 68 Chamberlain Avenue ’
Ottawa ON K18 1V9
TRAGIC TAL 4, 2807 - 107TH AVE SE 1419.00
AGICALLY VITA Calgary AB T2Z 4M2 9
TRANT, PETER C/O BLAKE, CASSELS & GRAYDON LLP Court File. 1701-14364 157,777.84
KEITH D. MARLOWE 3500, 855 - 2ND STREET SW
Calgary ABT2P 4J8
URBANCORE CLEANING 2832 24TH ST. SW 1,622,25
‘ Calgary AB T2T 5HS
WASTE CONNECTIONS 285122 BLUEGRASS DRIVE 1,351.70
Rocky View AB T1X 0P5
WHITE PAPER 9990 RIVER WAY 1,714.4
P Delta BC V4G 1M9 5
Total 1,178,438.53
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Court File No. 1801-16809

COURT OF QUEEN’S BENCH OF ALBERTA
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF
COMMERX CORPORATION

PROPOSAL

COMMERX CORPORATION, the ahove-named debtor, hereby submits the following
Proposal (the "Proposal”) to its creditors pursuant to the Bankruptcy and (nsolvency Act, R.S.C.

1985, ¢, B-3 (the "Act").

PART 1
BACKGROUND

1. COMMERX CORPORATION is a private company incorporated pursuant to the Laws of Alberta.

2. COMMERX CORPORATION is involved in the telecommunication project services, digital
technology consulting and telecommunication staffing business in Calgary and elsewhere in the

Province of Alberta,

3. COMMERX CORPORATION is presently insolvent and unable to pay its debts as they become
due. On March 7, 2019, COMMERX CORPORATION filed a Nctice of Intention to make a

Proposal to its creditors under the Act.

PART 2
INTERPRETATION

4, in this Proposal, capitalized terms shall have the following meanings:

"Act” means the Bankruptcy and Insolvency Act, as it may be amended from time to time;

"Approval Order’ means an Order of the Court approving this Proposal to be granted pursuant to the
provisions of the Act, the appeal period having expired and no appeal having been filed, or any appeal
therefrom having been dismissed and such dismissal having become final;

"Assets” means the assets, undertakings and property of COMMERX CORPORATION;

‘Business Day" means a day, other than Saturday or Sunday or a day obsetved as a holiday pursuant
to the laws of the Province of Alberta or the federal laws of Canada, on which banks are generally open
for business;



"Claim” means any indebtedness, liability, action, cause of action, suit, debt, due, account, bond,
covenant, contract, counterclaim, demand, claim, right and obligation of any nature whatsoever of
COMMERX CORPORATION to any Person whether liquidated, unliquidated, fixed, contingent, matured,
legal, equitable, secured, unsecured, present, future, known or unknown, and whether by guarantee,
surety or otherwise, incurred or arising or relating to the period prior to the Filing Date, or based in whole
or in part on facts, contracts or arrangements which occurred or existed prior to the Filing Date, together
with any other claims provable in bankruptcy on the Filing Date, including without limitation, ctaims arising
from the repudiation, disclaimer or termination of any lease, license, contract, arrangement or contract of
employment prior to the Filing Date, providing that all such claims shali be allowad without allowance for
interest after the Filing Date and without allowance for penalties and net of any normal discounts, All
Claims must be converted to Canadian Dollars at the Bank of Canada Daily Foreign Exchange Rate at

the Filing Date,

"Court’ means the Court of Queen's Bench of Alberta, In Bankruptcy and Insolvency;

"GRA” means the Canada Revenue Agency;,

“Creditor" means any Person having a Claim, and may, if the context requires, mean a trustee, receiver,
receiver-manager or ather Person acting on behalf or in the name of such Person;

"Creditors’ Meeting” means the meeting of Creditors called for the purpose of considering and voting
upon the Proposal,

"Effective Date" means the date on which this Proposal is approved by the Court, after being approved
by the requisite majority of COMMERX CORPORATION Creditors;

"Filing Date” means March 7, 2019,
“Official Receiver” shall have the meaning ascribed thereto by the Act;

“Person” means any individual, partnership, joint vanture, trust, corporation, unincorporated organization,
government or any agency or any other entity however designated or constituted;

“Proposal” means this Proposal made pursuant to the Act, as further amended or supplemented from
time to time;

“Proven Claim” means the amount claimed by a Creditor and approved by the Proposal Trustee and
COMMERX CORPORATION or as may otherwise be allowed by the Court;

"Proposal Trustee" means Hardie & Kelly Inc. or its duly appointed successor or successors;

“Unaffected Claims” means Claims that are not affected by this Proposal being the fees and
disbursements of the Proposal Trustee, its counsel and secured creditors in refation to this Proposal;

“Unaffected Creditors™ means the Proposal Trustee its legal counsel and secured creditors in relation to
this Proposal

"Unsecured Creditor® means any Creditor who has no security against any assets of COMMERX
CORPORATION with respect to its Claim, including landlords and excluding the Unaffected Creditors.



Headings

5. The divisions of this Proposal into parts, paragraphs and subparagraphs, and the Insertion of
headings herein is for convenience of reference only and is not to affect the construction or

interpretation of this Proposal.

Numbers, etc,

6. In this Proposal, where the context requires, a ward importing the singular number will include the
plural and vice versa and a word or wards importing gender will include all genders.

Date for Action

7, In the event that any date on which any action is reqjuired to be taken hereunder is not a Business
Day, such action will be required to be taken on the next succeeding day that is a Business Day.

Time

8. All times expressed herein are in local time in Calgary, Alberta, Canada unless otherwise
stipulated. Where the time for anything pursuant to the Proposal on a particular date is
unspecified herein, the time shall be deemed to be 5:00 p.m. local time in Calgary, Alberta,
Canada.

Successors and Assigns

8. This Proposal will be binding upon and will enure {o the benefit of the heirs, administrators,
executors, personal representatives, successors and assigns of all persons named or referred to
herein,

Currency

10, All references to currency in this Praposal are to lawful money ot Canada ("Canadian Dollars”).

Accounting Principles

11. Accounting terms not otherwise defined have the meanings assigned to them in accordance with
Canadian generally-accepted accounting principles,

Director Claims

12. Any Claims that arcse before the Filing Date regardiess of the date of crystallization of such
Claim and that relate to the obligations of COMMERX CORPORATION, where the current or
former directors of COMMERX CORPORATION are by law liable in their capacity as directors for
payments of such obligations, shall be deemed to be fully satisfied and discharged by the terms
of this Proposal and shall not be enforceable against any of such current or former directors of
COMMERX CORPORATION at law or in equity.

Statutory References

13. Except as otherwise provided herein, any reference in the Proposal to a statute inciuding all
regulations and amendments made under that statute or regulation(s) in force from time to time
and any statute or regulation that supplements or supersedes such statute or regulation(s).



PART 3
OVERVIEW OF THE PROPOSAL

Purpose of the Proposal

14,

16.

18.

!

The purpose of this Proposal is to effect a compromise and arrangement of all Clalms as against
COMMERX CORPORATION, other than the Unaffected Claims, with a view to increasing the
recovery for all stakeholders (excluding claims owing to the Unaffected Creditors) while reducing
the uncertainties, risks, costs, delays and possible losses for all Creditors that will otherwise
occur, COMMERX CORPORATION has concluded, and the Proposal Trustee agrees, that the
general body of creditors wilt obtain a greater and/or soaner return on their Claims if this Proposal
is approved than would result from a forced liquidation of its Assets.

Further, the Proposal will allow COMMERX CORPORATION to continue operations so as to
avoid or minimize any adverse impact on current customers and to allow COMMERX
CORPORATION the opportunity to retain and refer husiness to its established network of
suppliers and contractors.

Creditors should review this Proposal before voting to accept or reject this Proposal, The
transactions contemplated by this Proposal are to be implemented under the Act.

Etfect of the Proposal

17.

18.

19.

This Proposal restructures the affairs of COMMERX CORPORATION and amends the terms of
any and all agreements between COMMERX CORPORATION and the Creditors, excluding the
Unaffected Creditors, existing as at the Effective Date and provides the essential terms on which
all Claims will be fully and finally resolved and settled. All Creditors will be stayed, excluding
Unaffected Creditors, from commencing or continuing any proceeding or remedy against
COMMERX CORPORATION or any of its property or Assets in respect of a Claim including,’
without limitation, any proceeding or remedy to recover payment of any monies owing to
Creditors, to recover to enforce any judgment against COMMERX CORPORATION in respect of
a Claim or to commence any formal proceedings against it other than as provided for under this
Proposal.

Faor greater certainty, any and all Claims by the Unaffected Creditors remain valid and
outstanding and shall not be compromised as part of the Proposal or affected in any way.

This Proposal, if approved, will, as of the Effective Date, be binding on COMMERX
CORPORATION and the Unsecured Creditors.

PART 4
CLASSIFICATION AND TREATMENT OF CLAIMS

Classes of Creditors

20.

There will be one class of crediior voting on the Proposal:

Class 1 — All Unsecured Creditors with Proven Glaims,



Amendments to Agreements

21,

Notwithstanding the terms and conditions of all agreaments or other arrangements with Creditors
entered into before the Filing Date, all such agreements or other arrangements will be deemed to
be amended to the extent necessary as of the Effective Date to give effect to all the terms and
conditions of this Proposal, In the event of any contlict or inconsistency belween the terms of
such agreements or arrangements and the terms of this Proposal, the terms of this Proposal will
govern. All Creditors will provide such acknowledgements, agreements, discharges or other
documentation as may be necessary to give effect to the intent of this Proposal.

Treatment of Claims

22,

Claims

23

24

For the purposes of this Proposal, each Unsecured Creditor will receive the treatment provided
for in this Proposal on account of such Claim. During the Proposal Period, and provided
COMMERX CORPORATION is not in default hereunder, each Creditor will be stayed from
commencing or continuing any proceading or remedy agalnst COMMERX CORPORATION or its
property based upon a Claim existing on or before the Filing Date, including, without limitation,
any proceeding or remedy to recover payment of such Claim, to realize against any security
granted in respect of such Claim, to recover or epforce a judgment against COMMERX
CORPORATION in respect of such Claim or to initiate any proceedings against it in raspect of
such Claim, other than an application or proceeding in connection with this Proposal.

Bar Date

The Proposal Trustee shall consider any Claims lodged by a Creditor up to the date and time of
the Creditors’ Meeting ("Claims Bar Date”) to consider the Proposal after which no further Claims
shall be allowed in the Proposal. In the event a Claim is not filed with the Proposal Trustee prior
to the Claims Bar Date, the Glaim shall be forever barred and shall not be considered for
acceptance as a Proven Claim forming part of this Proposal, or at all, subject to any order of the
Court allowing such Claim,

For greater certainty, only Claims filed with the Proposal Trustee of COMMERX CORPORATION
prior lo the commencement of the Creditors’ Meeting shall be considered as Claims by
COMMERX CORPORATION and the Proposal Trustee.

Valuation and Treatment of Claims

25.

26

COMMERX CORPORATION and the Proposal Trustee reserve the right to seek the assistance
ol the Court in valuing the Claim of any Creditor, if required, to ascertain the result of any vote on
the Proposal or the amount payable or to be distributed to such Creditor under the Proposal, as
the case may be

CRA claims for employee source deductions (but not GST or income tax payable claims
generally) which are proven, will be paid in full without interest or penalty within 8 months of Court
approval of the Proposal as required by S. 60(1.1) of the Act.

o



27, Upon the Approval Order being made, all amounts owing by COMMERX CORPORATION to
Unsecured Creditors shall be settled and extinguished as per the following payment schedule:

{a) Unsecured Creditors with Proven Claims will receive 100% of their Proven Claim, paid as
follows:
(i) By December 1, 2019, all Unsecured Creditors with Proven Claims will receive

an initial payment equal to the lesser of 100% of their Proven Claims or
$2,000.00; and

{1 Quarterly prorated payments starting March 1, 2020 over a two year period in
raspect of the halance of Unsecured Creditors' Proven Claims not satisfied from
the initial payment above, Payoff could be sooner if positive cash flow allows.
There will be no costs or interest accruing after the Filing Date payable to
Unsecured Creditors.

Effect of Payment

28. The Unsecured Creditors will accept payment provided for in this Proposal in complete
satisfaction of all their claims, certificates of pending litigation, execution or any similar charges or
actions or proceedings in respect of such Claims will have no effect in law or equity against the
property, Asssts and undertakings of COMMERX CORPORATION. Upon the making of all
payments provided for In the Proposal, any and all such certificates of pending litigation,
executions or other similar charges or actions will be discharged, dismissed or vacated without
costs to COMMERX CORPORATION.

Superintendent’s Levy

29, The Superintendent's levy of 5% will be paid as required pursuant to s. 147 and 60(4) of the Act
on all distributions to Unsecured Creditors under this Proposal.

Payment of Fees

30. All proper fees and expenses of the Proposal Trustee and reasonable legal and other
professional fees oh and incidental to the proceedings arising out of this Proposal and in
connection with the preparation of this Proposal and in the administration of this Proposal,
including advice ta COMMERX CORPORATION in connection therewith, will be paid in priority to
all claims of Unseclired Creditors.

PART 5
PROPOSAL TRUSTEE

Confirmation of Appointment

31, The.Proposal Trustee is acting in its capacity as Proposal Trustee and not in its personal capatity
and no officer, direttor, employee or agant of the Praposal Trustee shall incur any obligations or
liabilifies In conrection wiih this Proposal or in connection with the business or liabiiities of
COMMERX CORPORATION,

6



Meaeting of Creditors

32

The Creditors' Meeting will be held at 11:00 a.m. on Friday, September 6, 2019 at the office of
Bennett Jones LLP located at 4500 Bankers Hall East, 855 —~ 2nd Street SW, Calgary, Alberta
unless adjourned by the Proposal Trustee. The Proposal Trustee shall preside as the chair of the
Creditors’ Meeting and will decide all matters relating to the conduct of the Creditors’ Mesting.
The only persons entitled to attend the Creditors’ Meeting are those persons, including the
holders of proxies, entitled to vote at the Creditors’ Meeting. Any other person may be admitted
on invitation of the Proposal Trustee or with the consent of the Craditors.

Proofs of Claim

33.

All Creditors will he required to submit a proof of claim to the Proposal Trustee and the face
amount thereof will govern for the purpose of voting at the Meeting of Creditors to be held to
consider this Proposal, unless otherwise disputed or disaliowed by the chair of the meeting. After
the Creditors' Meeting, the Proposal Trustee will examine all proofs of claim and may require
further evidence and support of the Claim or the security therefore. The provisions of 8.135 of
the Act will apply to all proofs of claim submitted by Creditors.

Conditions Precedent

34,

As provided for in the Act, the payments and arrangements set out in this Proposal will not take
effect unless the conditions set forth below are substantially satisfied on or before the Effective

Date:
a. Allapprovals and consents to the Proposal that may be required have been obtained;
b. The Appraval Order has been issued; and

¢c. No order or decree restraining or enjoining the consummation of the transactions
contemplated by this Proposal will have been issued,

Application for Approval Order

35.

The Proposal Trustee will apply forthwith to the Court for the Approval Order upon approval by
the Unsecured Creditors of this Proposal.

Discharge of Proposal Trustee

36.

For greater certainty, the Proposal Trustee will not be responsible or liable for funding any
payments contemplated herein nor for any obligations of COMMERX CORPORATION and will be
exempt from any personal liability in fulfilling any duties or exercising any powers conferrad upon
it by this Proposal unless such acls have been carried out in bad faith and constitute a wilful or
wrongful act or default. The Proposal Trustee will monitor and report upon the various payments
to creditors required herein and shall be entitled to its discharge upon COMMERX
CORPORATION making its final payment required hereln.



PART &
RELEASE

37. On the Effective Date, COMMERX CORPORATION including the officers and directors shall be
released and discharged from any and all demands, claims, actions, causes of action,
counterclaims, suits, debts, sums of money, accounts, covenants, damages, Judgments,
expenses, executions, and other recoveries on account of any liability, obligation, demand or
cause of action owing to or held by any of the Creditors or any Claims by the Creditors,

PART 7
SUPPORT AGREEMENTS

38. COMMERX CORPORATION has reviswed the terms of this Proposal with numerous of its
Unsecured Creditors and has obtained numerous binding Support Agreements to vole in favour

of the terms of this Proposal.
PART 8
MISCELLANEOUS

Modification

39, COMMERX CORPORATION may propose amendments to the Proposal at any time prior to the
conclusion of the Creditors’ Meeting provided that any such amendment, in the opinion of
COMMERX CORPQRATION, does not raduce the rights and benefits given to Greditors pursuant
to the Proposal hefere such amendment an that any and all amendments shall be deamed to be
a part of and incorporated into the Proposal.

Further Actions

40. COMMERX CORPORATION and the Creditors will execute and deliver all such documents and
instruments and do all such acts and things as may be necessary or desirable to carry out the full
intent and meaning of this Proposal and to give effect to the transactions contemplated hereby,

Performance

41. All obligations of COMMERX CORPORATION under this Proposal will commence as of the
Effective Date. All terms of this Proposal will take effect as of the Effective Date.

Binding Effect

42. The provisions of this Proposal will be binding on the Creditors and COMMERX CORPORATION
and their respective heirs, executors, administrators, successors and assigns, upon issuance of
the Appraval Order after all appeal periods have expired.

Compromise Effective for all Purposes

43 The payment, compromise or other satisfaction of any Ciaim under this Proposal shall be binding
upon such Creditor, its heirs, execulors, adminisirators, successors and assigns, for all purposes
and shall aiso be effective lo relieve any third party directly or indirectly liable for such

indebtedness, whether as guarantor, indemnitor, tenant, director, joint covenantor, principal or
otherwise,

Fraudulent Conveyance

44, Section 91 through and including s. 101 of the BIA do not apply to this Proposal



Governing Law

45,

48,

This Proposal will be governed by and construed in accordance with the laws of the Province of
Alberta and the laws of Canada applicable therein,

Any notice, certificate, consent, determination or other communication required or permitted to be
given or made under this Praposal shall be in writing and shall be effectively given and made if (i)
delivered personally; (i) sent by prepaid courier service; or (i) sent by email transmission, in
each case to the applicable address set out below:

(a) if to COMMERX CORPORATION;

rébertkuihawy @eommerx.com and resliuclure@eommers.com

(b) if to the Proposal Trustee;

Hardijs & Kelly inc.

110, 5800 — 2™ Street W
Calgary, AB, T2H 0H2
mikelly@insalvenny. net
Attention: Marc Kelly

DATED at Calgary, in the Province of Alberta, this 16" day of August, 2019,

COMMET?ORPORAT]ON
Per: LM&L

obert Kulhawy
President & CEQ

" have the authority to bind the
corporation”
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GANADA

Provinge of Albsrla
Dislrict of; Alberta
Givision No, 02 - Galgary
Court No. 25-2403059
Eslate No. 25-2483059

Alffidavil of Mailing

In the matter of the proposal of
Commerx Corporation
of the City of Calgary, in the Province of Alberta

|, Wanda Templelon, of the Trustee's office of Hardle & Kelly Inc., 110, 5800 2nd Sireet SW, Calgary, AB, T2H O0H2,
hereby make oath (or solemnly affirm) and say:

That on the 220! day of August 2019, | did cause lo be sent by prepald ordiary mall 16 everyarie on the allached
malling llst, whose names and addresses appéar on the paper wiiting marked exhibit *A" annexed hareto, a.capy of:
Proof of Claim and Proxy and Volirg lelier and Stafenant of affairss \sinass bankruptey) and Nellce of praposal to
eréditors-and the Proposal and the Trusiee's'Reporl on tha Proposal, \

And that, on the 21nd day of August 2019, | mailed to the debtor a copy of the same.

A\l QﬁW
Wanda Templelen
Phone: (403) 777-9999

Fax: (403) 640-0631

SWORN (or SOLEMNLY DECLARED) before me in the Cily of Calgary in
the Province of Alberta, this 21st day of August 2019,

Tamara Hanson, Commissioner of Oaths
For the Province of Alberla
Expires November 29, 2021



Robert Kuhawy
4228 Manilla Road SE
Culgary AB T2G 4R7

ANIXTER CANADA
200 FOSTER CRESCENT
Missauga ON L3R 3Y5

BENNETT, PERRY

C/O COMMERX CORPORATION
4428 MANILLA ROAD SE
Calgary AB T2G 4B7

CRA - Tax - Praities

Surrey National Verification and
Collection Centre

9755 King George Blvd

Surrey BC V3T SEI

Desjardins Card Services
¢fo FCT Default Solutions
PO Box 25148t B
London ON N6A 4G9

KULHAWY, ROBERT

C/Q COMMERX CORPORATION
4428 MANILLA ROAD SE
Calgary AB 12G 4B7

PRIMUS LELECTRONICS
4180 E Sand Ridge Road
Morris L 60450 USA

ROGERS
PO Box 8878, Sth Terminal
Vanouver BC V6B 0(16

Telus Residential/Business Services
Rick Wan

3rd FI - 4519 Canada Way

Burnaby BC V5G 484

TRANT, PETER

KENT D MARLOWE

C/O BLAK U, CASSELS & GRAYDON
LLP

3500, 855 - 2NIY STREET SW

Calgary AR T2P 448

642111 ALBERTA INC.
4428 MANILLA ROAD SE
Calgary AB 12G 4B7

BALINHARD CAPITAL
CORPORATION

David LeGeyt

c/o Burnet, Duckworth & Palmer L.I.P
2400, 525 - 8th Ave SW

Calgary AB T2P 1G]

CALGARY POLICE SERVICE
ALARM BY1LAW UNIT #609
Calgary AB T3J 3R2

CRA - Tax - Prairies

Surrey National Verification and
Collection Centre

9755 King George Blvd

Surrcy BC V37T 5E1

GRAINGER
100 Grainger Pkwy
l.ake Forrest 1L 60045 USA

MEMORY EXPRESS
3333 34TH AVE NE
Calgary AB T1Y 6H2

RICOIT CANADA INC
PO BOX 1600 STREETSVILLE RPO
Mississauga ON L5M 0MG6

SUNLIFE FINANCIAL
POBOX TTQIOSTATION A
Montreal PE H3C 479

THOMAS PRENDERGAST
John H. Yach

cfo Yach & Associates

68 Chamberlain Avenue
Ottawa ON K18 1V9

URBANCORE CLEANING
2632 24TH S 1. 8W
Calgary AR T2 3H9

39
ADMIRAL LAW

30),522 - 11 AVE. SW
Calgary AB T2R 0C8

BENNETT JONES LLP
4500, 855-2ND STREET SW
Calgary AB T2P 4K7

CERYX INC
5000 YONGE STREET SUITE 1503
Toronto ON M2N 7E9

CRA - ‘l'ax - Prairies

Surrey National Verification and
Collection Centre

9755 King Gearge Blvd

Surrey BC V3T SE1

HOFFMAN DOECHIK 1.LP
600, 5920 MACLEOD TRATL SOUTH
Calgary AB T2H 0K2

OXFORD TECH
37047 MAYLAND HTS,
Calgary AB T2R 9A7

RODPREST CLEANERS
229 CHAPALINA MEWS SE
Calgary AB ‘12X (0A7

Telus Mobility Services
Rick Wan

8th FI - 3777 Kingsway
Burnaby BC V5H 327

TRAGICALLY VITAL
4, 2807 - 107TI1 AVE SE
Calgary AB T2Z dM2

VAN HQU T
218, 1T AVENLY
Mantiead QC HIZ 419



WASTE CONNECTIONS WIHITE PAPER
285122 BLUEGRASS DRIVE 9990 RIVER WAY
Rocky View AB T1X 0P5 Delta BC V4G |M9
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District of; Alberta

Division No. 02 - Calgary
Court No. 25-2483059
Estate No. 25-2483059

FORM 92
Notice of Proposal to Creditors
{Section 51 of the Acl)

In the matter of the proposal of
Commerx Corporation
of the City of Calgary, in the Province of Alberta

Take notice that Commerx Corporation of the City of Calgary in the Province of Alberta has lodged with us a proposal under the
Bankruptcy and Insolvency Act.

A ¢opy.of the proposal, a condenised statement of the debtor's assets, and liabllities, and a list of the creditors affected by the proposal
and whose claims amount to $250 or more are enclosed herewith.

A general meeting of the creditors will be held at the office of Bennett Jones LLP, at 4500 Bankers Hall East, 855 - 2nd Streel SW,
Calgary, AB on the 6th day of Seplember 2019 at 11:00 AM.

The creditors or any class-of treditors qualified to vote at the meeting may by resolution accept the proposal either as matle or as altered
or tnedifled at the meeting. If so &icegpted and if approved by the court the proposal is binding on all the creditors or the class of ¢redilars

affecled,

Proofs of claim, proxies and voting letters intended to be used at the meeting must be lodged with us prior to the commencement of the
meeting.

Dated at the City of Calgary in the Province of Alberta, this 21st day of August 2019.

Hardie & Kelly Inc. s W!nsotvency Trustee

70,5500 20 STesvew

Calgary AB T2H
Phone: | 7-9999 Fax: (403) 640-0591

(A form of proof of claim, a form of proxy and a voting letter should be enclosed with each notice.)

Page 1 of 3
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[X Joriginal

- Form 78 --
Stalement of Affairs {Business Proposal) made by an entity
{Subsection 49(2) and Paragraph 158(d) of the Act / Subsections 50(2) and 62(1} of the Acl)

In the matter of the proposal of
Commerx Corporation
of the City of Calgary, in the Province of Alberla

District of: Alberla

Division No. 02 - Calgary

Court No. 25-2483059

Eslale No. 25-2483059
To the debtor:

DAmended

You are required to carefully and accuralely complete this form and the applicable attachments showing the state of your affairs on the date of the filing of your
proposal (or nofice of intention, If applicable), on the 7th day of March 2019, When completed, this form and the applicable attachments will constitute the Statement of

Affairs and must be verified by oath or solemn declaration.

LIABILITIES
(as slaled and estimated by the officer)

1. Unsecured creditors as per list "A" . ...... e 616,404.38
Balance of secured claims asperlist"B" . ............ ] 0.0_0
Total unsecuredcreditors. . .. .ooeuniv i 616,404.36

2, Secured credilors as perfist"B". .. ... ool 562,360.88

3, Preferred creditors as perlist"C* .. ........oui s Ve 0.00

4, Contingent, frust claims or other liabilitles as per list “D* 0.00

estimated lo be reclaimablefor................... -
Total liabilities. ...... e e e e 1,178,785.26
SUPIUS .o e e NIL

ASSETS
(as stated and estimated by the officer)

LIOVENIOTY oo
2. Trade fixtures, efC. . oo ceiviii i s
3. Accounts receivable and other receivables, as per list “E"
820,569.00
0.00
0.00
Estimated o produce. . ... .ovv v visenvoininnns .
4. Bills of exchange, promissory note, etc., as perlist "F" .,
5. Deposits in financial inslitutions .. .. . et i S

8 Machinery, equipment and plant ..................... ‘
9, Real property or immovable as perlist"G* . ............
10.Fumiture . oo en e e
11 RRSPs, RRIFs, life lnsurance, efc. . ..o vvvvnn ooy
12. Securities {shares, bonds, debentuses, ele) ...y
13. Interests underwills. .. ......... PRI i
4. Vehidles .. ..ok
15. Other property, as perlist*H" . ... .. ... etarareeey
If debtor is a corporation, add:

Amount of subscribed capital, . ... ..

Amount paid on capital............

Balance subscribed and unpaid. ., vuvvvieiinns

Eslimated to produce. .......... Crerenianras .

0.00
0.00

Tolalassels . .uveovurnen .. e
Deficlency .vuvvacerrsiencrens.

0,00
0.00

820,568.00
0.00

0.00
100,428.00
0.00

0.00

0.00
3,106.00
0.00

0.00

0.00

0.00

0.00

000
000

924,103.00

I, Robert Kuhawy, of the City of Calgary in the Province of Alberta, do swear (or solemnly declare) that this statement and the atiached lisls are lo the best of
my knowledge, a full, true and complete stalement of my affairs on the 16th day of August 2019 and fully disclose all property of every description that is in my

possession or that may devolve on me in accordance with the Act.

SWORN (or SOLEMNLY DECLARED)

before me at the City of Calgary in the Province ot Alberta, on this 16th day of August 2018.

NN

Robert Kuhawy

Page 1



District of: Alberta
Division No, 02- Calgary
Court No. 25-2483059
Estate No. 25-2483059
FORM 78 -~ Continued
List "A"
Unsecured Creditors
Commenx Corporation
No. Name of creditor Address Unsecured claim | Bafance of claim |  Total claim
11642111 ALBERTA INC. “[4428 MANILLA ROAD SE 11,303 27 0.00 11.303.29
Calgary AB T2G 4B7
2 | ADMIRAL LAW 301,522 - 11AVE, SW 2,881.80 0.00 2,881.80
Calgary AB T2R 0C8
3 {ANIXTER CANADA 200 FOSTER CRESCENT 93518 0.00 935,18
. Missauga ON LSR 3Y5
4 | BENNETT JONESLLP 4500, 855-2ND STREET SW 11,939.36 0.00 11,939.36
Calgary AB T2P 4K7
5 | BENNETT, PERRY CI0 COMMERX CORPORATION 100,818.33 0.00 100,918.33
4428 MANILLA ROAD SE
Calgary AB T2G 487
6 { CALGARY POLICE SERVICE ALARM BYLAW UNIT #6809 20.00 0.00 20.00
Calgary AB T3J 3R2
7 |CERYXINC 5000 YONGE STREET SUITE 1503 139.24 0.00 139,24
Toronio ON M2N 7€9
8 {CRA - Tax - Prairies Surrey Nafional Verification and Colleclion Centre 24,014,71 0.00 24,014.71
86528 3790 RT0001 9755 King Gearge Bivd
‘ Surrey BC V3T 5€1
9 | Desjardins Card Services ¢lo FCT Default Solutions 680 50 0.00 680.50
POBox 2514 Sin B
London ON N6A 4G9
10 { GRAINGER 100 Grainger Pkwy 5,156.84 0.00 5,156.84
Lake Forrest IL 60045 USA
| HOFFMAN DOECHIK LLP 600, 5920 MACLEQD TRAIL SOUTH 253.75 0.00 253.75
Calgary AB T2H 0K2
12 | KULHAWY, ROBERT C/O COMMERX CORPORATION 246,041.60 0.00 246,041.60
4428 MANILLA ROAD SE
Calgary AB T2G 4B7
13 | MEMORY EXPRESS 3333 34TH AVE NE 1,107.11 0.00 1,107.11
Calgary ABT1Y 6H2
14 {OXFORD TECH 37047 MAYLAND HTS, 860.92 0.00 860,92
Calgary AB T2E 9A7
15 { PRIMUS ELECTRONICS 4180 E Sand Ridge Road 187593 0.00 1,875.93
Morris 1. 60450 USA »
16 | RICOH CANADA INC PO BOX 1600 STREETSVILLE RPO 716.47 0.00. 716.47
Mississauga ON L5M OM6
17 |RODPREST CLEANERS 223 CHAPALINA MEWS SE 7,182,00 0.00 7,182.00
Calgary AB T2X 0A7
18 | ROGERS PQ Box 8678, Stn Terminal 1,883.97 0.00 1,883.97
Vanouver BC V6B 0H6 )
19 | SUNLIFE FINANCIAL POBOX 11010 STATION A 16,349.41 0.00 16,349.41
Montreal PE H3C 479
20 | Telus Mobility Services 8th FI- 3777 Kingsway 11499 0.00 114.99
Attn: Rick Wan |Burnaby BC V5H 327
21§ Telus ResidentiaVBusiness Services 3rd Fi- 4519 Canada Way 1,198.80 0.00 1,199.80
Atine Rick Wan Burnaby BC V56 454
22 [ THOMAS PRENDERGAST clo Yach & Associates 16,891.42 0.00 16,891.42
Att; John H. Yach 68 Ghamberlain Avenue
|Ottawa ON K1S 1v9
16-Aug-2019 b
v VAV/\ z W
Date Reben KTawy

Page 2 of 10



District of: Alberta
Division No. 02 - Calgary
Court No. 25-2483059
Estate No. 25-2483059
FORM 78 -- Continued
List "A"
Unsecured Creditors
Commerx Corporalion
No. Name of creditor Address Unsecured claim | Balance of claim | Total clalm
23 | TRAGICALLY VITAL 4,2807 - 107TH AVE SE 1,418.09 0.00 1,419.09
Calgary AB T2Z 4M2 }
24 | TRANT, PETER C/O BLAKE, CASSELS & GRAYDON LLP 157,777.84 0.00 157.777.84
Atin KEITH D. MARLOWE 3500, 855 - 2ND STREET SW
Calgary AB T2P 4.8 .
25 |URBANCORE CLEANING 2632 24TH ST, SW 162225 0.00 1,622.25
Calgary AB T2T 5H8
26 VAN HOUTTE 8215, 17TH AVENUE 5250 0.00 52,50
Montreal QC H1Z 4J9 .
27 | WASTE CONNECTIONS 285122 BLUEGRASS DRIVE 1,351.70 0.00 1,351.70
Rocky View AB T1X 0P5
28 | WHITE PAPER 9990 RIVER WAY 1,714.45 0.00 1,714.45
Delta BC V4G 1M9
Total; 616,404.38 0.00 616,404.38
16-Aug-2019 _ &J
Date ) Rober{ Kuhawy
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District of: Alberta
Division No. 02 - Calgary
Court No. 25-2483059
Estate No. 25-2483059
FORM 78 -- Continued
List"B"
Secured Creditors
Commerx Corporation
A tof Estimated Estimated
No. Name of creditor Address mcc;:lr:no Particulars of security  [Whengiven| valueof | surplus from | Balanceof
_ security security claim
1 IBALINHARD CAPITAL ¢/o Burnel, Duckworlh & 523,758,00 { Debis Due - Business - Trade | 11-Jan-2019 343,000.001
CORPORATION Palmer LLP recelvables
Atln: David LeGeyt 2400, 525 - 8th Ave SW
Calgary AB T2P 1G1
Debts Due - Business ~ 11-Jan-2019 180,759.00 296.810.0d
Lolus/Halycon
Cashon Hand - Cash in bank § 11-Jan-2019 0.00 61,826.12
2 [CRA - Tax - Prairies Surrey National 17,415.75 | Cash on Hand - Cash in bank { 01-Jan-2018 17,415.75
86528 3780 RP0001 Verification and Collection
Centre
9755 King George Bivd
Surrey BC V3T 5E1
3 | CRA - Tax - Prairies Surrey National 21,186 13 {Cash on Hand - Cash in bank | 01-Jan-201¢ 21,186.1Y
86528 3780 RP0002 Verilication and Collection
Centre
9755 King George Blvd
Surrey BC V3T 5E1
Total: 562,360.84 562,360.8& 358,636.12) 0.00
16-Aug-2019 \ ,
Date Rober Kuhawy
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District of: Alberta
Division No. 02 - Calgary
Court No, 25-2483059
Estate No. 25-2483059
FORMT78 -- Continued
List 'C*
Preferred Creditors for Wages, Rent, etc.
Commerx Corporalion
Period during Amount of Amount Difference
No. Name of creditor Address and occupation Nature of claim which clalm claim payable in full ranking for
accrued dividend
Total: 0.00 0.04 0.00
16-Aug-2018 \ Qk
Date Robert Kuhawy
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District of: Alberta
Division No, 02 - Calgary
Court No. 25-2483059
Estale No. 25-2483059
FORM 78 -- Continued
List D"
Contingent or Other Liabilities
Commerx Corporation
N Name of creditor Address Amauat of Amount Date when Hlability ‘
0. or claimant and occupation fiabillty or claim | expected to incurred Nature of liability
rank for dividend
Total: 0.00 0.00°
16-Aug-2019 A
Dale Robert Kuhawy N
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District of: Alberta
Division No. 02 - Calgary
Court No. 25-2483059
Estate No, 25-2483059
FORM 78 -- Continued
List "E"
Debts Due to the Debtor
Commerx Corporafion
No. Name of debtar Address and Nature of deht  [Amountofdebt | Folio of ledgers or When Estimated to | Partlculars of any
occupation (good, doubtful, | other book where contracted produce securities held for
bad) particulars to be found debt
1 | Lotus/Halycon 4428 Funding 477,569.00 31-Dec-2016 477,569,001 Deemed trust
AB 0.00
0.00
2 1 Trade receivables 4428 7 Trade receivables 343,000.00 15-Aug-2019 343,000.0¢ Deemed {rust
AB 000
0.00
$20,563.00
Totat 000 820,569.00
000

16-Aug-2019
Date

\7@ Lol

Robert Kuhawy
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District of: Alberla
Division No. 02 - Calgary

Court No, 25-2483059
Estate No. 25-2483059
FORM 78 -- Continued
List "F"
Bills of Exchange, Promissory Notes, Lien Noles, Chattel
Morigages, etc., Avallable as Assels
Commerx Corporation
Partl
wo.| Mame ofallpromissory, Amount of bill | Estimatea 1o | "2 ook Bopery
0 acceptors, endorsers, Address Ocoupation ornote,ete, | Date when due produce

mortgagors, and guarantors payment of bill or not, ete.

Total 0.00 0.00

16-Aug-2019
Date

et

Robert iuliawy
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District of: Alberta
Division Na. 02 - Calgary

Court No. 25-2483059
Estate No. 25-2483059
FORM 78 -- Continued
List "G"
Real Properly or iImmovables Owned by Debtor
Commerx Corporalion
Descrlption of praperty Nature of In whose name Total value Particulars of mortgages,
debtor Interest does title stand 8 hypothecs, or other encumbrances | EQUlty or surplus
(name, address, amount)
Totalk ‘ 0,00 0.00
16-Aug-2019 k, MJ&/
Dale Raberl Kuhawy
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District of: Alberta

Division No. 02 - Calgary
Court No. 25-2483059
Estate No. 25-2483059

FORM 78 -- Concluded
List "H*
Properly

Commerx Corporalion
FULL STATEMENT OF PROPERTY

Nature of property Location Details of property Original cost Estimated to produce
(a) Stock-in-irade 0.00 0.00
(b} Trade fixiures, efc. 0.00 000
(c) Cash in financial institutions 0.00 0.00
'(d) Cash on hand Cash on hand 100,428.00 100,428.00
(e} Livestock 0.00 0.00
{f) Machinery, equipment and plant 000 0.00 7
(g) Furniture Office furniture and equipmen! 0.00 3,106.00
{h) Life insurance policies, RRSPs, etc. 0.00 0.00
(i) Securities 0.00 0.00
(i) Interests under wills, etc. 0,00 0.00
{k} Vehicles 0.00 0,00
(1) Taxes 0.00 0.00
{m) Other Shares of Subsidiaries 0.00 0.00
Prepaid expenses and depasils 91,704.00 0.00
Development Costs 155,036.00 0.00
Totak: 103,534.00

16-Aug-2019

Dale
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Court File No. 1801-16809

COURT OF QUEEN’S BENCH OF ALBERTA
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE AMENDED PROPOSAL OF
CONMERX CORPORATION

PROPOSAL.

COMMERX CORPORATION, the above-named debtor, hereby submits the following
Proposal (the "Proposal”) to its creditors pursuant to the Bankruptey and insolvency Act, R.S.C.
1985, c. B-3 (the "Act”).

PART 1
BACKGROUND
1. COMMERX CORPORATION is a private company incorporated pursuant to the Laws of Alberta.
2. COMMERX CORPORATION is involved in the telecommunication project services, digilal

technology consulting and telecommunlication staffing business in Calgary and elsewhere in the
Pravince of Alberta,

3. COMMERX CORPORATION is presently insolvent and unable to pay its debts as they become

due. On March 7,2019, COMMERX CORPORATION filed a Notice of Intention to make a Proposal
to its creditors under the Act.

PART 2
INTERPRETATION

4. In this Proposal, capitalized terms shall have the following meanings:

"Act” means the Bankrupley and Insolvency Act, as It may be amended from time to time;

“Approval Order" means an Order of the Court approving this Proposal to be granted pursuant to the
provisions of the Act, the appeal period having expired and no appeal having been filed, or any appeal
therefrom having been dismissed and such dismissal having become final;

"Assets” means the assets, undertakings and property of COMMERX CORPORATION;

‘Business Day" means a day, other than Saturday or Sunday or a day observed as a holiday pursuant to
the laws of the Province of Alberta or the federal laws of Canada, on which banks are generally open for
business;
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“Claim" means any indebtedness, liability, action, cause of action, suit, debt, due, account, bond, covenant,
contract, counterclaim, demand, claim, right and obligation of any nature whatsoever of COMMERX
CORPORATION to any Person whether liquidated, unliquidated, fixed, contingent, matured, legal,
equitable, secured, unsecured, present, future, known or unknown, and whether by guarantee, surety or
otherwise, incurred or arising or relating to the period prior to the Filing Date, or based in whole or in part
on facts, contracts or arrangements which occurred or existed prior to the Filing Date, together with any
other claims provable in bankruptey on the Filing Date, including without limitation, claims arising from the
repudiation, disclaimer or termination of any lease, license, contract, arrangement or contract of
employment prior to the Filing Date, providing that all such clalms shall be allowed without allowance for
interast after the Filing Date and without allowance for penalties and net of any normal discounts, All Claims
must be converted to Canadian Dollars at the Bank of Canada Daily Foreign Exchange Rate at the Filing
Date;

"Court” means the Court of Queen's Bench of Alberta, In Bankruptcy and Insolvency;
“CRA" means the Canada Revenue Agency;

“Creditor’ means any Parson having a Claim, and may, if the conlext requires, mean a trustee, receiver,
receiver-manager or other Persan acting on behalf or in the name of such Person;

“Creditors’ Meeting” means the meeting of Creditors called for the purpose of considering and voting upon
the Proposal;

"Effective Date" means the date on which this Proposal is approved by the Court, after being approved by
the requisite majority of COMMERX CORPORATION Creditors;

"Filing Date" means March 7, 2019;
"Official Receiver” shall have the meaning ascribed thereto by the Act;

"Persan” imeans any individual, partnership, joint venture, trust, corporation, unincorporated organization,
government or any agency or any other entity however designated or constituted;

“Proposal’ means this Proposal made pursuant to the Act, as further amended or supplemented from time
to time;

“Proven Claim" means the amount claimed by a Creditor and approved hy the Proposal Trustee and
COMMERX CORPORATION or as may otherwise be allowed by the Court;

“Proposal Trustee" means Hardie & Kelly Inc. orits duly appointed successor or successors;

"Unaffected Claims" means Claims that are not affected by this Proposal being the fees and
disbursements of the Proposal Trustee, its counsel and secured creditors in relation to this Proposal;

“Unaffected Creditors” means the Proposal Trustee its legal counsel and secured creditors in relation to
this Proposal,

“Unsecured Creditor" means any Creditor who has no security against any assets of COMMERX
CORPORATION with respect to its Claim, including tandlords and excluding the Unaffected Creditors.



Headings

5, The divisions of this Propasal into parts, paragraphs and subparagraphs, and the insertion of
headings herein is for convenience of reference only and is not to affect the construction or

interpretation of this Proposal.

Numbers, etc,

6. In this Proposal, whete the context requires, @ word importing the singular number will inciude the
plural and vice versa and a word or words importing gender will include all genders.,

Date for Action

7, In the event that any date on which any action is required to be taken hereunder is not a Business
Day, such acticn will be required to be taken on the next succeeding day that is a Business Day.

Yime

8, Alitimes expressed herein are in jocal time in Calgary, Alberta, Canada unless otherwise stipulated.
Where the time for anything pursuant to the Proposal on a particular dale is unspecified herein, the
time shall be deemed to be 5:00 p.m. local time in Calgary, Alberta, Canada.

Successors and Assigns

9. This Proposal will be binding upon and will enure to the benefit of the heirs, administrators,
executors, personal representatives, successors and assigns of all persons named or referred to
herein.

Currency

10. All references to currency in this Proposal are to iawful money of Canada ("CGanadian Dollars").

Accounting Principles

11. Accounting terms not otherwise defined have the meanings assigned to them in accordance with
Canadian generally-accepted accounting principles.

Director Claims

12. Any Claims that arose before the Filing Date regardless of the date of crystallization of such Claim
and thal relate to the obligations of COMMERX CORFPORATION, where the cutrent or former
directors of COMMERX CORPORATION are by law liable in their capacity as directors for
payments of such obligations, shall be deemed to be fully satisfied and discharged by the terms of
this Proposal and shall not be enforceable against any of such current or former directors of
COMMERX CORPORATION at law or in equity

Statutory References
13. Except as otherwise provided herein, any reference in the Proposal to a statute including all

regulations and amendments made under that statute or regulation(s} in force from time to time
and any statute or regulation that supplemenis or supersedes such statute or regulation(s).

PART 3



OVERVIEW OF THE PROFOSAL

Purpose of the Proposal

14,

15.

18,

The purpose of this Proposal is to effect a compromise and arrangement of all Claims as against
COMMERX CORPORATION, other than the Unaffected Claims, with a view to increasing the
recovery for all stakeholders (excluding claims owing to the Unaffected Creditors) while reducing
the uncertainties, risks, costs, delays and possible losses for all Greditors that will otherwise occur.
COMMERX CORPORATION has concluded, and the Proposal Trustee agrees, that the general
body of creditors will obtain a greater and/or sooner return on their Claims if this Proposal is
approved than would result from a forced liquidation of its Assets.

Further, the Proposal will allow COMMERX CORPORATION to contintie operations so as to avoid
or minimize any adverse impact on current customers and to allow COMMERX CORPORATION
the opportunity o retain and refer business to its established hetwork of suppliers and contractors,

Creditors should review this Proposal before voting to accept or reject this Proposal. The
transactions contemplated by this Proposal are to be implemented under the Act.

Effect of the Proposal

17.

18.

19.

This Proposal restructures the affairs of COMMERX CORPORATION and amends the terms of
any and all agreements between COMMERX CORPORATION and the Creditors, excluding the
Unaffected Creditors, existing as al the Effective Date and provides the essential terms on which
all Claims will be fully and finally resolved and settled. All Creditors will be stayed, excluding
Unaffected Creditors, from commencing or continuing any proceeding or remedy against
COMMERX CORPORATION or any of its property or Assets in respect of a Claim including, without
limitation, any proceeding or remedy to recover payment of any monies owing to Creditors, to
recover ta enforce any judgment against COMMERX CORPORATION in respect of a Claim or to
commence any formal proceedings against it other than as provided for under this Proposal,

For greater cerlainty, any and all Claims by the Unaffected Creditors remain valid and outstanding
and shall not be compromised as part of the Proposal or affected in any way.

This Proposal, if approved, will, as of the Effective Date, be binding on COMMERX
CORPORATION and the Unsecured Creditors.

PART 4
CLASSIFICATION AND TREATMENT OF CLAIMS

Classes of Creditors

20,

There will be ane class of creditor voting on the Proposal

Class 1 - All Unsecured Creditors with Proven Claims.

4



Amendments to Agreements

21

Notwithstanding the terms and conditions of all agreements or other arrangements with Creditors
entered into before the Filing Date, all such agreements or other arrangements will be deemed to
be amended to the extent necessary as of the Effective Date to give effect to all the terms and
conditions of this Proposal. In the event of any conflict or inconsistency belween the terms of such
agreements or arrangements and the terms of this Proposal, the terms of this Proposal will govern.
All Creditors will provide such acknowledgements, agreements, discharges or other documentation
as may be necessary to give effect to the intent of this Proposal.

Treatment of Claiims

22,

Claims

23,

24

For the purposes of this Proposal, each Unsecured Creditor will receive the treatment provided for
in this Praposal on account of such Claim. Ouring the Proposal Period, and provided COMMERX
CORPORATION is not in default hereunder, each Creditor will be stayed from commencing ar
continuing any proceeding or remedy against COMMERX CORPORATION or its property based
upon a Claim existing on or before the Filing Date, including, without limitation, any proceeding or
remedy to recover payment of such Claim, to realize against any security granted in respect of such
Claim, to recover or enforce a judgment against COMMERX CORPORATION in respect of such
Claim or to initiate any proceedings against it in respect of such Claim, other than an application or
proceeding in connection with this Proposal.

Bar Date

The Proposal Trustee shall consider any Claims lodged by a Creditor up to the date and time of
the Creditors’ Meeting ("Claims Bar Date") fo consider the Proposal after which no further Claims
shall be allowed in the Proposal. In the event a Claim is not filed with the Proposal Truslee priorto
the Claims Bar Date, the Claim shall be forever barred and shall not he considered for acceplance
as a Proven Claim forming part of this Propasal, or at all, subject to any order of the Court allowing
such Claim.

For greater certainty, only Claims filed with the Proposal Trustee of COMMERX CORPORATION
prior to the commencement of the Creditors' Mecting shall be considered as Claims by COMMERX
CORPORATION and the Proposal Trustee.

Valuation and Treatment of Claims

25,

26.

COMMERX CORPORATION and the Proposal Trustee reserve the right to seek the assistance of
the Court in valuing the Claim of any Creditor, if required, to ascertain the result of any vote on the
Proposal or the amount payable or to be disiributed to such Creditor under the Proposal, as the
case may be,

CRA claims for employee source deductions (but not GST or income tax payable claims generally)
which are proven, will be paid in full witheulinsludiny interest or and penaltiesy calouintizd through
tey the [Hilng Date within 8 months of Court approval of the Proposal as requirad by § 60(1.1) of

ragof gvel the six montly pered Tollowing Cuurt approval 150

arees lo comply With prescubisd il gad reenttinee wgaubeny

Wi teren of the Proposal




27.

Upon the Approval Order being made, all amounts owing by COMMERX CORPORATION to
Unsecured Creditors shall be settled and extinguished as per the following payment schedule:

(a) Unsecured Creditors with Proven Claims will receive 100% of their Proven Claim, paid as
follows:

M By December 1, 2019, all Unsecured Creditors with Proven Claims will receive an
initial payment equal to the lesser of: 100% of their Proven Clalms or $2,000.00;
and

(i) Quarterly prorated payments starting March 1, 2020. over a two year period in -

' respect of the balance of Unsecured Creditors’ Proven Claims not satisfied from
the initial payment above. Payoff could be sooner if positive cash flow allows.
There will be no costs or interest accruing after the Filing Date payable to
Unsecured Creditors.

Effect of Payment

28,

The Unsecured Creditors will accept payment provided for in this Proposal in complete satisfaction
of ali their claims, certificates of pending litigation, execution or any similar charges or actlons or
proceerﬂms In respect of such Clainis will have no effect in law or equily against the property,
Assets and undarkdkmgb of COMMERX CORPORATION. Upon the making of all payments
provided for in the Pmposal any and all such certificates of pending litigation, executions or other
similar charges or actions will be discharged, dismissed or vacated without costs to COMMERX
CORPORATION,

Superintendent’s Levy

29,

The Superintendent's levy of 5% will be paid as required pursuant to s. 147 and 80(4) of the Act on
all distributions to Unsecured Creditars under this Proposal,

Payment of Fees

30,

All proper fees and expenses of the Proposal Trustee and reasonable legal and other professional
fees on and incidental to the proceedings ansing out of this Proposal and in connection with the
preparation of this Proposal and in the administration of this Proposal, including advice to
COMMERX CORPORATION in connection therewith, will be paid in priority to all claims of
Unsecured Creditors.

PART &
PROPOSAL TRUSTEE

Confirmation of Appointment

31.

The Proposal Trusles is aaling in its capagity as Proposal Trustee and not in its personal eapacity
and no officer, directar, employee or agent of the Praposal Trustee shall incur any obligations or
fiabilities in connection with this Proposal or in connection with the business or liabilities of
COMMERX CORPORATION,

&



Meeting of Creditors

32.

The Creditors’ Meeting will be held at 11:00 a.m. on Friday, September 6, 2019 at the office of
Bennett Jones LLP located at 4500 Bankers Hall East, 855 — 2nd Street SW, Calgary, Alberta
unless adjourned by the Proposal Trustee. The Proposal Trustee shall preside as the chair of the
Creditors' Meeting and will decide all matters relating to the conduct of the Creditors’ Meeting. The
only persons entitled to attend the Creditors' Meeting are those persans, including the holders of
proxies, entitled to vote at the Creditors’ Meeting. Any other person may be admitted on invitation
of the Proposal Trustee or with the consent of the Creditors.

Proofs of Claim

33.

All Creditors will be required to submit a proof of claim to the Proposal Trustee and the face amotint
thereof will govern for the purpose of voting at the Meeting of Creditors to be held to consider this
Proposal, unless otherwise disputed or disallowed by the chair of the meeting. After the Creditors'
Meeting, the Proposal Trustee will examine ail proofs of claim and may require further evidence
and support of the Claim or the security therefore. The provisions of 5,135 of the Act will apply to
all proofs of claim submitted by Creditors,

Conditions Precedent

34,

As provided for in the Act, the payments and arrangements set out in this Proposal will not take
effect unless the conditions set forth below are substantially satisfied on or before the Effective
Date:

a. All approvals and consents to the Proposal that may be required have been obtained;
b. The Approval Order has been issued; and

¢. No order or decree restraining or enjoining the consummation of the transactions
contemptated by this Proposal will have been issued.

Application for Approval Order

35

The Proposal Trustee will apply forthwith to the Court for the Approval Order upon approval by the
Unsecured Creditors of this Proposal.

Discharge of Proposal Trustee

36.

For greater certainty, the Proposal Trustee will not be responsible or liable for funding any
payments contemplated herein nor for any obligations of COMMERX CORPORATION and will be
exempt from any personal liability in fulfilling any duties or exercising any powers conferred upon it
by this Proposal unless such acts have been carried out in bad faith and constitute a wilful or
wrongful act or default The Proposal Trustee will monitor and report upon the various payments
to creditors required herein and shall be entitled to its discharge upon COMMERX CORPORATION
making its final payment required herein,



PART 6
RELEASE

37. On the Effective Date, COMMERX CORPORATION including the officers and directors shail be
released and discharged from any and all demands, claims, actions, causes of action,
counterclaims, suits, debts, sums of money, accounts, covenants, damages, judgments, expenses,
executions, and other recoveries on account of any liability, obligation, demand or cause of action
owing to or held hy any of the Creditors or any Claims by the Creditors.

PART 7
SUPPORT AGREEMENTS

38, COMMERX CORPORATION has reviewed the terms of this Proposal with numerous of ils
Unsecured Creditors and has obtained numerous binding Support Agreements to vote in favour of

the terms of this Proposal.
PART 8

MISCELLANEOUS

Modification

39. COMMERX CORPORATION may propose amendments to the Proposal al any time prior to the
conglusion of the Creditors’ Meeting provided that any such amendment, in the opinion of
COMMERX CORPORATION, does not reduce the rights and benefits given to Creditors pursuant
to the Propaosal before such amendment and that any and all amendments shall be deemed to be
a part of and incorporated into the Proposal.

Further Actions
40, COMMERX CORPORATION and the Creditors will execute and deliver all such documents and

instruments and do all such acts and things as may be necessary or desirable to carry out the full
intent and meaning of this Proposal and to give effect to the transactions contemplated hereby,

Performance

41 All obligations of COMMERX CORPORATION under this Proposal will commence as of the
Effective Date. All terms of this Proposal will take effect as of the Effective Date

Binding Effect

42 The provisions of this Proposal will be binding on the Creditors and COMMERX CQRPORATION
and their respective heirs, executors, administrators, successors and assigns, upon issuance of
the Approval Qrder after all appeal periods have expired.

Compromise Effective for all Purposes
43 The payment, compromise or other satisfaction of any Claim under this Proposal shall be binding
upon such Creditor, its heirs, executors, administrators, successors and assigns, for all purposes

and shall also be effective to relieve any third party directly or indirectly liable for such indebtedness,
whether as guarantor, indemnitor, tenant, director, joint covenantor, principal or otherwise,

Fraudulent Conveyance

44 Section 81 through and inciuding s. 101 of the BIA do not apply to this Proposal



Governing Law

45, This Proposal will be governed by and construed in accordance with the laws of the Province of
Alberta and the laws of Canada applicable therein.

48, Any notice, certificate, consent, determination or other communication required or permitted to be
given or made under this Proposal shall be in writing and shall be effectively given and made if (i)
delivered personally; (ii) sent by prepaid courier service; or (iif) sent by email transmission, in each
case to the applicable address set out below:

(a) if to COMMERX CORPORATION:

robért kulhawy@gommerx.com and festructure@uormnerz.com

(b) if to the Proposal Trustee;

Hardie & Kelly Inc.

110, 5800 - 2™ Street SW
Calgary, AB, T2H G}M2.
mikeliy@lnsolyeney hat
Attention: Marc Kelly

DATED at Calgary, in the Province of Alberta, this 46"-6th day of AugusiBaptemher, 2019,

COMMERY CORPORATION

oo U

Robert Kulhawy
President & CEQO

"I have the authority o bind the
corporation”


mailto:rdberl.kulhawv@connmerx.com
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District of Alberta
Division Na. 2

Court No. 25-2483059
Estate No, 25-2308628

In the Matter of the Proposal of
Commerx Corporation
of the City of Calgary, in the Province of Alberta

Minutes of the Meeting of Creditors (the “Meeting”) of Commerx Corporation (“Commerx”
or the “Company”) held on September 6, 2019 at:

Bennett Jones LLP

4500 Bankers Hall East

855 2 Street SW

Calgary, Alberta

T2P 4K7
CHAIRPERSON: Charla Smith, Hardie & Kelly Inc,
PRESENT: Attendance list attached as Appendix "A”,
The Meeting was called to order at 11:13 a.m.

The Chairman introduced herseif as well as the following individuals:

o Robert Kulhawy — Commerx
« Chris Simard — Bennett Jones LLP (estats counsel)

The Chairman advised that there was a quorum present being at isast one creditor
entitied to vote.

PURPOSE OF MEETING

The Chairman advised that the purpose of the Meeting Is to consider the terms of the
proposal of the Company filed on August 16, 2019 (the "Proposal®), to potentially appoint
Inspectors and to give such direction to the Proposal Trustee as the creditors may see fit
with reference to the administration of the estate.

The following documents were tabled

Notice to Creditars of Proposal;

Statement of Affairs;

Proposal;

Amended Proposal;

Report of Proposal Truslee on Proposal dated August 16, 2019 (the "Proposal
Trustee's Report”);

Affidavit of Mailing;

s Proofs of Claim filed to date

-l ¢ ¥ -] L]



The Chairman advised that creditors had, prior to the meeting, been sent a copy of the
Proposal as wel] as the Proposal Trustee’s Report. The Trustee noted that the only
material potential change to the information contained in the Proposal Trustee's Report
was the quantum of the amount owing to Fortitude Financial Investments Inc. ("Fortitude
Financial”), which had submitted a claim for approximately $2.4 million CAD compared
to the Company’s records which showed an amount owing to Fortitude Financial of $1.4
million.

The Chairman also advised that the Company was tabling an amended Proposal
(attached as Appendix "B") which contains an amendment to paragraph 26 of the
Proposal requested by Canada Revenue Agency which does not otherwise effect the
practical terms of the Proposal such that Paragraph 26 now reads as follows:

CRA claims for employee source deductions (but not GST or income
tax payable claims generally) which are proven, will be pald In full
including interest and penalties calculated through to the Filing Date
within 6 months of Court approval of the Proposal as required by
S.60(1.1) of the Act. Notwithstanding the foregoing, Commerx
Corporation will make regular monthly payments in satisfaction
thereof over the six month period following Court approval. Commerx
Corporation further agrees to comply with prescribed filing and
remittance requirements over the term of the Proposal.

The Trustee advised that in its view this amendment has no practical effect on creditors
other than CRA, who had requested the change.

The Trustee reviewed the terms of the Amended Proposal and its recommendations as
set out in the Proposal Trustee's Report.

The Chairman explained the requirements for creditor approval of the proposal and
advised that if the creditors approved the proposal the Trustee would make an
application to Court seeking the funther approval of the Court, and creditors would be

provided nolice thereof.

QUESTION PERIOD

There were no questions asked,
VOTE

The Chairman advised that there had been 11 creditors who had proven claims prior to
the start of the meeting, and that it had received voting letters from seven of those
creditors. The Chairman also advised that the Trustee had received two other ¢laims
which the Trustee had determined it would not be allowing the parties to vote:
- One claim of a minor amount from a party that had not submitted sufficient
documentation to prove its claim prior to the meeting;
- One claim from Fortitude Financial which the Trustee had determined it would
be disallowing in its entirety on the basis that it constitutes an equity claim
and not an unsecured claim subject to the Proposal. Therefore, for clarity the



Chairman advised that Fortitude Financial, which was in attendance at the
meeting by way of a proxy, would not be allowed to vote on the Proposal.

The Chairman then asked that those creditors with proven claims who were in
attendance and had not provided g voting letter indicate their vote. Perry Bennett and
Robert Kulhawy indicated their votes were FOR the Amended Proposal.

The Chalrman advised that, as a result, the proven creditors who had voted on the
Proposal, as amended, either in person or by way of voting letter had voted unanimously
to approve the Amended Proposal. A copy of the delailed voting resulls is attached as
Appendix “C" and is summarized as follows:

Unsecured Creditors

o Number of Votes: % Dollar Value %

For 5[ 100.0 553,682 .56 | 100.0
[Against | 0T e 6,00 070
TOTAL 5116576 §EERTEE3 861000

The Chairman advised that the statutory requirements to approve the Amended
Proposal were met by hoth classes of creditors and declared the Amended Proposal
approved by the creditors.

The Chairman advised that an application to the Court of Queen’s Bench of Alberta to
approve the Amended Proposal will be scheduled and creditors will receive notice of

same.
INSPECTORS

A general discussion was held regarding the role of Inspectors in the scenario of a
Proposal versus a bankruptcy proceeding.

The Chairman asked if any party wished to make a motion for the appointment of an
inspector. There being no such motion, no Inspectors were appointed.

ADJOURNMENT;

The Chairman asked those in attendance if there was any further business they wished
to discuss prior to adjournment of the meeting.

Charlotte Blumenshein, in attendance for Fortitude Financial, asked for clarification as to
the Trustee’s disallowance of its claim. Mr. Simard explained that the Trustee had
determined that Fortitude Financial's claim was an equity claim according to the
Bankruptcy and Insolvency Act. The Trustee also pointed oul that it would be issuing a
formal Notice of Disallowance that would set out the reasons and that Fortitude would
have the option of appealing the disallowance of its claim.



Ms. Blumenshein also asked that the Trustee change the filed Proposal documents to
reflect the revision to the amount Fortitude Financial was owed, as reflected in the claim
filed by Fortitude Financial. The Trustee clarified that the filed documents were based on
known information at that time and were not typically amended when hew information
became available. Instead, new information was reflected in any new documents filed by
the Trusteg, such as the repont the Trustee would file with the Court in relation to an
application to approve the Proposal.

Ms. Blumenshein also asked to make a motion that Fortitude Financial be recognized to
allow it to bring a motion for adjournment of the meeting. Given that Fortitude Financial
was not a proven creditor, the Chairman determined that it could not bring such a
motion.

There being no further business, the Chairman called for a motion to adjourn the
meeting. Moved by Mr. Robert Kulhawy, Seconded by Mr. Tiro Clark, proxy for Admiral
Law. All in favour.

Meeting adjourned at 11:25 a.m.

Cﬂw\,ﬁ [ ==

Charla Smith, Chairman




APPEN DI

ATTENDANCE LIST
MEETING OF CREDITORS

COMMERX CORPORATION

Spetember 6, 2019

11:00 a.m.
Representing Name Bignature ]
Truated's Offite Charla Smith ﬂ,&d_ ,é/m‘ / .
Company Robert Kulhawy see helow
Signature Name {Print) Representing Amount of Claim
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Court File No. 1801-16809

COURT OF QUEEN’S BENCH OF ALBERTA
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE AMENDED PROPOSAL OF
COMMERX CORPORATION

PROPOSAL

COMMERX CORPORATION, the above-named debtor, hereby submits the following
Proposal (the “Proposal”) to its creditors pursuant to the Bankruptcy and Insolvency Act, R.S.C.

1985, ¢. B-3 (the "Act”).

PART 1
BACKGROUND
1. COMMERX CORPORATION is a private company incorporated pursuant to the Laws of Alberta,
2, COMMERX CORPORATION is involved in the telecommunication project services, digital

technology consulting and telecommunicalion statfing business in Calgary and elsewhere in the
Province of Alberta.

3. COMMERX CORPORATION is presently insolvent and unable to pay its debts as they become
due. On March 7, 2019, COMMERX CORPORATION filed a Notice of Intention to make a Proposal

to its creditors under the Act.
PART 2
INTERPRETATION

4. In this Proposal, capitalized terms shall have the following meanings:

“Act" means the Bankruplcy and Insolvency Act, as it may he amended from time to time;

‘Approval Order" means an Order of the Court approving this Proposal to be granted pursuant to the
provisions of the Act, the appeal period having expired and no appeal having heen filed, or any appeal
therefrom having been dismissed and such dismissal having become final;

"Assets” means the assets, undertakings and property of COMMERX CORPORATION;

“Business Day” means a day, other than Saturday or Sunday or a day observed as a holiday pursuant to
the laws of the Province of Alberla or the federal laws of Canada, on which banks are generally open for

business;

WSLEGATDIEIGN0001 N22891613v2



"Claim" means any indebtedness, liability, action, cause of action, suit, debt, due, account, bond, covenant,
contract, counterclaim, demand, claim, right and obligation of any nafure whatsoever of COMMERX
CORPORATION to any Person whether liquidated, unliquidated, fixed, contingent, matured, legal,
equitable, secured, unsecured, presenl, future, known or unknown, and whether by guarantee, surety or
otherwise, incurred or arising or relating to the period prior to the Filing Date, or based in whole or in part
on facts, contracts or arrangements which occurred or existed prior to the Filing Date, togsether with any
other claims pravable in bankruptcy on the Filing Date, including without limitation, claims arising from the
repudiation, disclaimer or termination of any lease, license, cantract, arrangement or contract of
employment prior to the Filing Date, providing that all such claims shall be allowed without allowance for
interest after the Filing Date and without allowance for penalties and net of any normal discounts. All Claims
must be converted to Canadian Dollars at the Bank of Canada Daily Forelgn Exchange Rate at the Filing

Date;

‘Court" means the Court of Queen's Bench of Alberta, In Bankruptcy and Insolvency;
"CRA" means the Canada Revenue Agency,

“Creditor” means any Person having a Claim, and may, if the context requires, mean a trustes, receiver,
receiver-manager or other Person acting on behalf ar in the name of such Pergon;,

"Creditors’ Meeting" means the meeting of Creditors called for the purpose of considering and voling upon
the Proposal;

"Effective Date" means the date on which this Proposal is approved by the Court, after being approved by
the requisite majority of COMMERX CORPORATION Creditors;

"Filing Date" means March 7, 2019,
"Official Receiver” shall have the meaning ascribed thereto by the Act;

“Pergon” means any individual, parthership, joint venture, trust, corporation, unincorporated organization,
government or any agency or any other entity however designated or constituted;

"Proposal’ means this Proposal made pursuant to the Act, as further amended or supplemented from time
to time;

"Proven Claim” means the amount claimed by a Creditor and approved by the Proposal Trustee and
COMMERX CORPORATION or as may otherwise be allowed by lhe Cour;

“Proposal Trustee" means Hardie & Kelly Inc. or its duly appointed successor or successors;

“Unaffected Claims" means Claims that are not affected by this Proposal being the fees and
disbursements of the Proposal Trustee, ils counsel and secured creditors in relation to this Proposal;

“Unaffected Creditors’ means the Proposal Trustee its legal counsel and secured creditors in relation to
this Proposal.

“Unsecured Creditor" means any Creditor who has no security agains! any assets of COMMERX
CORPORATION with respect to its Glaim, including landlords and excluding the Unaffected Creditors.



Headings

5. The divisions of this Proposal into parts, paragraphs and subparagraphs, and the insertion of
headings herein is for convenience of reference only and is not to affect the consiruction or

interpretation of this Proposal.

Numbers, etc.

8. In this Proposal, where the context requires, a word importing the singular number will include the
plural and vice versa and a word or words importing gender will include all genders.

Date for Action

7. In the event that any date on which any action is required to be taken hereunder is nol a Business
Day, such action will be required to be taken on the next succeeding day that is a Business Day.

Time

8. Alitimes expressed herein are in local time in Calgary, Alberta, Canada unless otherwise stipulated
Where the time for anything pursuant to the Proposal on a particular date is unspecified herein, the
time shall be deemed to be §:00 p.m. local time in Calgary, Alberta, Canada.

Successors and Assigns

9. This Proposal will be binding upon and will enure to the benefit of the heirs, administrators,
executors, personal representatives, successors and assigns of all persons named or referred to
herein.

Currency

10. All references to currency in this Proposal are to lawful money of Canada (*Canadian Dollars™)

Accounting Principles

11. Accounting terms not otherwise defined have the meanings assigned to them in accordance with
Canadian generally-accepted accounting principles.

Director Claims

12. Any Claims that arose before the Filing Date regardless of the date of crystallization of such Claim
and that relate to the obligations of COMMERX CORPORATION, where the current or former
directors of COMMERX CORPORATION are by Jaw liable in their capacity as directors for
payments of such obligations, shall be deemed to be fully satisfied and discharged by the lerms of
this Pioposal and shall not be enforceable against any of such current or farmer direclors of
COMMERX CORPORATION at law or in equity,

Statutory References
13. Except as otherwise provided herein, any reference in the Proposal lo a statute including all

regulations and amendrents made under that statute or regulation(s) in force from time to time
and any slatute or reguiation that supplements or supersades such statute or regulation(s)

PART 3

(65



OVERVIEW OF THE PROPOSAL

Purpose of the Proposal

14.

15.

16.

The pyrpose of this Proposal is to.effect a compromise and arrangement of all Clalmis #s againsl
COMMERX CQRPORATION, othar than the Unaffected Claims, willi @ view o increasing the
recovery for all stakeholders (exciuding claims owing to tha Unaffected Creditors) while reducing
the uncertainlies, risks, costs, delays and possible wsses Tor all Cradllors that will etherwise occur,
COMMERX COF\PORAHON has concluded, and the-Proposel Trustee zigrets, that the general
body of creditors will obtain a greater and/or avoner return on (heir Clajns if this Proposal is
approved than would result from a forced liquidation of its Assets.

Further, the Proposal will allow COMMERX CORPORATION to continue operations so as to avoid
or minimize any adverse impact on current customers and to allow COMMERX CORPORATION
the oppartunity to retain and refer business to its established network of suppliers and contractors.

Creditors should review this Proposal before voling to accept or reject this Proposal. The
transactions contemplated by this Proposal are to be implemented under the Act.

Effect of the Proposal

17.

18.

19,

This Proposal restructures the affairs of COMMERX CORPORATION and amends the terms of

any and gl) agresments between COMMERX CORPORATION and the Creditors, excluding the

Unaftacted C‘redu!orw exisling as al the Elfeclive Dale and provides the essential terms on which
all Claims. will be fully and finally resolved and sellied, All Gredildrs Will be slayad, éxchuding
Unalfésted Creditors, from commencing or ceontinuing any proceeding or rémedy against
COMMERX CORFQRATION or any of its properly or Assels in respeclofa Claim inghuding, withaut
mitallon, any procegding or rémedy o recover payment of any monijes owing to Creditors, to
recover to enforce any judgment against COMMERX CORPORATION in respect of a Claim or to
commence any formal proceedings against it other than as provided for under this Proposal.

FFor greater certainty, any and all Claims by the Unaffeclad Cradilors remain valid and outstanding
and shall not be compromised as part of the Proposal or alfectad in any way.

This Proposal, if approved, will, as of the Effective Date, e binding on COMMERX
CORPORATION and the Unsecured Creditors.

PART 4
CLASSIFICATION AND TREATMENT OF CLAIMS

Classes of Greditors

20.

There will be one class of creditor voting on the Proposal:

Class 1 —~ All Unsecured Creditors with Proven Claims



Amendments to Agreements

21

Notwithstanding the terms and conditions of all agreements or other arrangements with Creditars
enlered into before the Filing Date, all such agreements or ather arrangements will be deemed to
be amended lo the extent necessary as of the Effective Dale o give effect lo all the tenms and
conditions of this Proposal. In the event of any conflict or inconsistency between the terms of such

agreements grarrangements and the lerms of this Proposal, the terms of this Proposal will govern.

All Graditors will I provide such r,\cknnwiulgemenlv agreements, discharges or other documantation
§ Aray be neciessary to give effect to the Intent of this Proposal.

Treatment of Glaims

22.

Claims

23.

24,

Fair the purposes of this Proposal, eash Unsecured Credilor will receive the traalient provided for

I A5ils Prdpmai on attiount of such (, aim. During the Proptisal Period, and rrovided COMMERX
CORPARATION is not in dafault hereunder, each Greditor will be slaved fidm sommeiicing o
txilining ony prowoclmq or rameddy-against COMMERX CORPORATION ar-ile propetly baset!
upni} 8 CGlaim’ maisting-on or befora the Filing Dele, including, withonl limmitation, ey proseeding or

reredy lo recoves paymant of such Glaim, lmmﬂzo agalnsl sny sacrily qmnlml in mspwl of suth
Claim, to recover or enforce a judgment againsl COMMERX GCOREORATION in respec of such
Claim or to initiale any proceedings against it In respesl of such Clair, other than sn application or
proceeding in connection with this Proposal

Bar Date

The Proposal Trustee shall consider any Claims lodged by a Creditor up to lhe date and time of
the Credilors’ Meeting ("Claims Bar Dato") to consider the Proposal after which no further Claims
shall he allowed in the Proposal. In the évent & Clalm is nof filed with the Proposal Trustes prior to

the Claims Bar Date, the Clavim shall be foraver barred and shall nol be considerad for a¢eaptance

as 7 Proven Clatm forming part of this Proposal, or al ull, stbject to any order of the Court allowing
siich, Claim.

For greater certainty, only Claims filed with the Proposal Trustee of COMMERX CORPORATION
prior to the commencement of the Creditors’ Meeting shall be considered as Claims by COMMERX

CORPORATION and the Proposal Trustee.

Valuation and Treatment of Claims

25,

26.

t,,ms\pm\/\ FOM, fm'un}x o

COMMERX CORPORATION and the Proposal Trusiee reserve he right to seek the assislance of
the Court in vaiuing the Claim of any Creditor, if requiréd, lo ascertali the resoll of any votg on the
Proposal or the amount payable or to be distribuled to suah Créditer under (he Propesal, as the

case may be.

CRA claims for employee source deductions (bul not G8T or income lax payable claims genetatly)
which are proven, will be paid in full withoulingludineg Interest o aid_penalliesy cile daterd Throngh
toy the anq Lm(. thhln 6 months of Court approval of the Propusal as rdquired by 3 (30(1 1) of
s foregomg,. COMMELIN CRNFPORATION will make regutar monthly
over 1A $ix ol peyed Toowena ol anpoval, GCOMMERK

Lo gomply with presribued g s renitinnes reepiteenls over

thederm of Uie Proposal.

s



27

Upon the Approval Order being made, all amounts owing by COMMERX CORPORATION to
Unsecured Creditors shall be settled and extinguished as per the following payment schedule:

(a) Unsecured Creditors with Proven Claims will receive 100% of their Proven Claim, paid as
follows

(1) By December 1, 2019, all Unsecured Credilors with Proven Claims will receive an
initial payment equal to the lesser of: 100% of their Proven Claims or $2,000.00;
and

(i) Quarterly prorated payments starting March 1, 2020 over a {wo year period in
respect of the balance of Unsecured Creditors’ Proven Claims not satisfied from
the initial paymenl above. Payoff could be sooner if positive cash flow allows.
There will be no costs or interest accruing after the Filing Nate payable lo
Unsecured Creditors.

Effect of Payment

28.

The Unsecured Credilors will accept payment provided for in this Proposal in complete satisfaction

ofall their clalms, cerlificates of pending igation, execulian dr any similar charges or actions or

progeadings in respect-of such Claims will have o effect i faw or equity agdinst he prapetty,
Assals anid uidertakings of COMMERX CORBORATION.  Upen the making ‘of all payménls
provided for in the Proposal, any aing all sush cerlificates of pending liigation, execullons orother
similar charges or aclions will be dischargad, dismissed or vacated without costs to COMMERX
CORPORATION,

Superintendent’s Levy

29,

The Superintendent’s levy of 5% will be paid as required pursuant to s. 147 and 80{4) of the Act on
all distributions to Unsecured Creditors under this Proposal.

Payment of Fees

30.

All proper fees and expenseb of the Proposal Trustee and reasonable legal and other professional
fees on and incidental to the proceedings arising out of this Propesal and in connection with the
preparation of this Proposal and in the administration of this Proposal, including advice to
COMMERX CORPORATION in connection therewith, will be paid in priority to all claims of
Unsecured Creditors,

PART 5
PROPOSAL TRUSTEE

Confirmation of Appointment

31.

The Proposal Trustee is acling in its capacity as Propusal Trustee and not in its prrsonal capacity
and no officer, direclor, employee or agent of the Pinpasal Trustee shall incur ainy obligations or
liabiliies in connection with this Proposal or in connection with the business or liabilities of
COMMERX CORPORATION



Meeting of Creditors

32,

The Creditors' Meeling will be held al 11:00 a.m, on Friday, September 6, 2019 at the office of
Bannetl Jones LLP localed al 4500 Bankers Hall East, 855 - 2nd Strept SW, Calgary, Alberta
unless adjournad by he Progosal Trustee The Proposal Trustee shall preside as the chair of the
Creditors’ Meeating and will decicdw. all matlers relating Lo e conduel of e Crédltors' Meeling. The
only persons ontilled B attend the Creditors’ Meeling are Those persons, Tcluding the heldérs ol
prexies, entiled o vola al the Greditors’ Meeling. Any other person may be admilied o iivitation
of lhe Proposal Truslae or with the consent of the Creditors,

Proofs of Claim

33.

All Creditors will be required to submit a proof of clainy to the Proposat Trustee and the face amount
thereof will govern for the purpase of voting at the Meeting of Creditors to be held to consider this
Praposgal, unless otherwise digputed or disallowed by tha chair of lhe mesting. After the Creditors'
Meeting, the Proposal Trustes will examing all proofs of claim and may require further evidence

and support ol the Claim or the segurity therefore.  The provisions of 5.135 of the Act will apply to

all proofs of claim subrilted by Creditors.

Conditions Precedent

34.

As provided for in the Act, the payments and arrangements set out in this Proposal will not take
effect unless the conditions set forth below are substantially satisfied on or before the Effective

Date:
a.  All approvals and consents to the Proposal that may be required have been obtained;
b. The Approval Order has been issued; and

c. No order or decree restraining or enjoining the consummation of the transactions
contemplated by this Proposal will have been issued

Application for Approval Order

35,

The Proposal Trustee will apply forthwith to the Court for the Approval Order upon approval by the
Unsecured Creditors of this Proposal,

Discharge of Proposal Trustee

36.

For grealer certainty, the Proposal Trustee will not be responsible or liable for funding any
payments contemplated herein nor for any obligations of COMMERX CORPORATION el will be
exempt fiom any personat liability in fulfiling any duties or exercising any powers conferred upon it
by this Praposal unless such acts have been carried out in bad faith and ronstitute a wilful or
wronglul act ar deladl [he Proposal Frustee will monitor and report upon the various payments
to croghlors tngquiied hrirewn any shall be enlitted to its discharge iipon COMMERX CORPORATION
makirig ils bnal paymenl requrad herein



PART 6
RELEASE

37 On the Effective Date, COMMERX CORPORATION including the afficers and directors shall be
released and discharged from any and all demands, claims, actions, causes of action,
counterclairns, suits, debts, sums of money, accounts, cavenants, damages, judgments, expenses,
executions, and other recoveries on account of any liahility, obligation, demand or cause of action
owing to or held by any of the Creditors or any Claims by the Creditors,

PART7
SUPPORT AGREEMENTS

38 COMMERX CORPORATION has reviewed the terms of this Proposal with numerous of its
Unsecured Creditors and has obtained nurmerous binding Support Agreements to vote in favour of

the terms of this Proposal.
PART 8

MISCELLANEOUS

Modification

38, COMMERX CORPORATION may propose amendmants fo the Proposal al any lime prler te thé
conelusion of the Creditars’ Meeflng provided that any such amendment, in the opinion of
COMMERX CORPORATION, toes rio} reduce e fglits‘and benefits given to Creditors pursuant
ter the Prapiosal belors sugh anrendmant and that any and all amendments shall be deemed (o be
a pari of and tncorporated inta the Propasal,

Further Actions

4Q. COMMERX CORPORATION and the Creditors will execute and deliver all such documents and
instruments and do all such acts and things as may be hecessary or desirable {o carry out the full
intent and meaning of this Proposal and to give effect lo the transactions contemplated hereby,

Performance

41, All obligations of COMMERX CORPORATION under this Proposal will commence as of the
Effective Date. All terms of this Proposal will take effect as of the Effective Date.

Binding Effect

42, The provisions of this Proposal will be binding on the Creditors and COMMERX CORPORATION
and their respective heirs, executors, administrators, successors and assigns, upon issuance of
the Appraval Order after all appeal periods have expired

Compromise Effective for all Purposes
43. The payiment, mmpmmv s of olher salisfaclion of any Claim vinder this Proposal shall be binding
uport siieh Credilor, its heirs, exacutors, administrators; suceessors and assigns, Tor all purposes

and shall alsa be effeclivie to lrhov;w Any third pacly drrcctly or indirectly liable Tor such indehledness,
whether as guaraitar, indemnliar, tenant, director, joint covenanlor, principal or otherwise

Fraudulent Conveyance

44 Section 91 through and including s. 101 of the BIA da not apply to this Proposal



Governing Law

45, This Proposal will be governed by and construed in accordance with the laws of the Pravince of
Alberta and the laws of Canada applicable therein.

46, Any notice, cerlificate, consenl, determination or other communication required or permitted to be
given or made uncler lhis Proposal shall be in writing and shall be effactively glviin and made if (i)
delivéred personially; (it) sant by prepéid courier service; or (ifi) sent by emall transmission, in each
case o (he applicable dddriss gt but below:

(a) if to COMMERX CORPORATION:

rabert.kulhawy@commerx.com and resttuctura @eommerx.con

(b} if to the Proposal Trustee;

Hardie & Kelly Inc.

110, 5800 - 2™ Street SW
Calgary, AB, T2H 0H2
mkally@insolvency.nel
Attention: Marc Kelly

DATED at Calgary, in the Province of Alberta, this 48".6th day of AugustSeptambiy, 2019

F‘OMM zR¥% CORPORATION

J\)\J\JJ bb

Robert Kulhawy
President & CEQ

"I have the authority to bind the
corporation”


mailto:rbbert.kuthavvv@comm.erx.com

APPENDIY “c ¥

In the Matter of the Proposal of Commerx Corporation
Detailed Voting Results

Unsecured

proven claim
Creditor Mame % Voted By Vote FOR % AGAINST %
642111 Alberta inc. 22,606.44 Letter For X
Admiral Law 2,881.80
BennettJohes LLP 11,939.36 letter For X
Canada Revanue Agency 67,048.46 Letier For X
La Federation des Caisses Desjardins 701.16 Letter For %
Kuthawy, Robert 235,754.50 [n Person For X
Rodprest Cleaning 7,182.00 Letter For X
Rogers Communicatiions Canada inc. 2,276.71 letter For X
Trant. Peter 157,777.84 Letter For X
Perry Bennett 48,396.39 In Persaon For X
Thomas Prendergast 14,478.36

571,043.02 8.00 8.00 100% -

Amount $ 553,682.86 $ 553,682.86 100% -
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Hardie & Kelly Inc

110, 580 2ndl Slrect SW

“Galgnry AB T2H.0142

Phone: {403) 777-9993 Fai: (403) B40.05M
E-muif: claims@insolvancy.net

islrict of: Alberla
Division No, 02 Calgary
Court No, 252483059
Estate No. 25-2483059
FORM 31
Proof of Claim ¥
(Sections 50,1, 81.5, 81.6, Subséclions 65.284). 81.2(1), 81.3(8), 81.4(D}, 102(2), 124(2), 128(1),
and Paragraphs 51(1)(e) and 66.14(b) of the Acl)

In the matier &f the proposal of
Camimatk Corporalion
of the Cily of Calgary, in the Provinca of Alberfa

All notices or correspondence regarding this claim must be forwarded to the following address;
cfo Bumet, Duckworth & Palmer LLP- 2400, 525 8th Avenue SW, Calgary, AB T2P 1G1

! In the matter of he-propusal of Commerx Corporation of the Cily of Calgary in lhe Province of Aloerla and the claim of
Fortitude Financial investmenta InG., creditor.

... RebFoliows ~ (name of oreditor or representative of the creditor), of (he cily of _ Bridgetown  __in the province of
Barbados. .., a0 herehy carlify:
1, Thal | am a credilor of the above named deblor (or | am 8Direstor — (aucionyile) of  FOrtiude Finanelal Invesiments inc.

creditor)
2. That | have knowledge of all the circumstances connected with the claim referred lo below.

3. Thal e deblor wias, 9t he dafe of the: fikng of o Noflce of o Mallee of Infeulion 1 Make s Propasil, n:;mux?' ihe T day.of fAarch 2019, and
Shlk g, indibledd Lo the-craditas Intho s ol S, . 3,78a.060.88 s, as specillad in he stalemant of aceounl for afidavi) alisiod and iiatked
Sehesfule "A°, abor dedosling any.covnfereluns (o which e tebinr & antitad. (The eitschid stitement of account or aidavil Thos! specily the

wottitiors o wlher evidins i suppouof fr-clatm.)
4. (Check and complele appropriate calegory.)

K7 A UNsecureoclam oF s 1,789,060.68 USD/2,366,658.79 CAD

(other than as a customer contemplated by Seclion 262 of ihe: Act)

That in respect of this debt, ! do not hald any assels of the debtor as security and
{Check appropriale description.)

] Regardingthe amountof § ... ......._......lclaimatghtto a priorly under section 136 of the Act,

.1 do not claim a right 1o a priority.

[ Regardingthe amountaf$
(Set out on an aftached sheet details to support priorily claim )

1 B CLAIM OF LESGORFOR DIGCLAIMER OF A LEASE §

That1 hereby make a claim under subseclicn 65.2(4) of the Act, particulars of which are as follows:
(Give full perticulars of the claim, including the calcuiations upon which the claim is based,)

™1 CSECUREDCLAIMOFS, . . ... -

Thalin respect of this debt, | held assets of thedeblorvalued at§ ., assecurily, particulass of which are os follows:
(Give luif particulars of the securily, Including the date on which the securily was given and the value al which you assess 16 securily, and

attach a copy of the securlly documenis.)
{71 D CLAIM BY FARMER, FISHERMAN QR AQUACULTURIET OF §

That | hareby make o clom under subsection 81 (1) of the Acl for the unpaid smount of §
(Atlach a copy of sales agreemen! and defivery teceipis )


mailto:claims@insolv8ncy.nel

FORM 3 - Concluded

£. CLAIM BY WAGE EARNER OF %

That | hereby make a ciaim under subsection 81,3¢8) of the Act in the amoun! of 3,,_““,«,
Thal | herghy make a claim under subsection 81.4(8) of the Act In the amount of §

(RO |

That | hereby make a claim under subsection 81.5 of the Actin the amount of $

e et e

That | herehy make a claim undsr subsection 81.6 of the Act in the amount of §_

3

]
O
0
1 F.CLAIM BY EMPLOYUE FOR UNPAID AMOUNT REGARDING PENSIONPLANOF S | ... .
0
0
a

G, GLAIM AGAINST DIRECTORS |

(To be completed when a propesal provides for the compromise of clalms against directors.)
That | hereby make a claim under subsection 50(13) of lhe Act, parliculars of which are as follows:
(Give ull particulars of the claim, including the caleulations upon whicti the clalm is based.)

[ H. CLAIM OF A CUSTOMER OF A BANKRUPT SECURITIES FIRM §

That | hereby make a claim as a customer for nel equity as contemplated by seclion 262 of the Acl, particulars of which are as follows:
(Give full parficuiars of the cloim, including the cafeulations upcn which the clafm is hased,)

6. That, o the besl of my knowledge, sesssmme i siiafea the above-named credilor ___tsnot t__(Isfis not)) related to the
debtor within Ihe meaning of section 4 of the Art and has not (havelhaslhave not/has nat) dealt with the debtor In a non-armi's- length manner.

6. Thal (he following are lhe payments [hat | have received from, and the credits that | have allowed to, and the transfars 2l undervalue
within the meaning of subseclion 2{1) of the Act thal | have been privy to or a pary to with the dabtor within the three months (or, if the credilor
and the deblor are refaled within the meaning of section 4 of the Act or were not dealing with each olher at arm's length, within the 12 months)
iminediately before the date of the inilial bankruplcy event within the meaning of Section 2 df the Act: (Provide detalls of payments, credits and
transfers at undervalue.)

7. (Applicable only in the case of the bankruplcy of an individual.)

O Whanever the trustee raviews the financial situalion of a banknipt to redetermine whether or not the bankrupt is required to make
payments under seclion 68 of lhe Act, | request lo te informed, pursuant to paragraph 68(4) of the Act, of the new fixed amount or
of the fact that there is no longer surplus income.

L3 }request hat a copy of the reporl filed by the trustee regarding the bankrupls application for discharge pursuant o subsection
170(1) of the Ac{ be sent to lhe above address.

Datedat _ Bridgetown s B deyol Sesember - 209

Foffitude Financial Investments Iné,

Creditor
1-314-330-5899
Phone Number: .. . ... ... B

Fax Number

Email Address ; _eb@siscaptaloom
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SCHEDULE "A"

Fortitude Financial Investments Inc, (“Fortitude") contingent claim in the matter of the proposal of
Commerx Corporation {Commerx") (Estate No. 25-2483059).

Fortitude understands that, concurrent with these proposal proceedings, Commerx has entered into a
mediation (the "Mediation") with Lotus [nnovations Private Equity Fund also known as Lotus
Innovations LLC ("Lotus"). Fartitude further understands that Commerx's goal is to have the following
transaction unwound, which Fortitude understands was not ever fully completed:

{(a) the purchase by Lotus of 51% of the Class "A" voting shares in the capital of Commerx from

Robert Kulhawy for USD$2,000,000;
(b} the extension by Lotus of a USD5$3,000,000 working line of credit to Commerx; and
{c) the investment of additional equity into Commerx,

(collectively, the "Lotus Transaction"),

Commerx and Robart Kulhawy seek to have the Lotus Transaction unwound without fully including and
advising Fortitude despite Fortitude entering into the agreements appended hereto in support of
Commerx and Kulhawy's efforts to complete the Lotus Transaction. Further, Fortitude understands that
the success of the Mediation may be tied to the renegotiation of the amounts owing to Fortitude.

In the event that Lotus Transaction is unwound, the agreements appended hereto ought to also be
unwound such that Fortitude is effectively Commerx's largest unsecured creditor.

Fortitude seeks to have its claim included in the Proposal so that it can continue to be a patient and
supportive creditor of Commerx,

9781134.1



18% 24%
to Jun 30/17 after Jun30/17
Start Date Start Date
5-Jan-16 $ 1,000,000.00 S 1,197,395.75 1-Jul-17
Interest Eatned Interest Earned
5-Feb-16 $  15,000.00 $ 23,947.92 1-Aug-17
5-Mar-16 $  15,000.00 S 23,947.92 1-Sep-17
S-Apr-16 $  15,000.00 $ 23,947.92 1-Oct-17
5-May-16 S 15,000.00 S 23,947.92 1-Nov-17
5-Jun-16 $  15,000.00 S 23,947.92 1-Dec-17
5-Jul-16 $  15,000.00 S 23,947,92 1-Jan-18
S-Aug-16 $  15,000.00 s 23,947.92 1-Feb-18
5-Sep-16 $  15,000.00 S 23,947.92 1-Mar-18
5-Oct-16 $  15,000.00 S 23,947.92 1-Apr-18
5-Nov-16 $  15,000.00 S 23,347.92 1-May-18
5-Dec-16 $  15,000.00 S 23,047.92 1-jun-18
5-Jan-17 $  17,475.00 S 29,216.46 1-Jul-18
5-Feb-17 $  17,475.00 S 29,216.46 1-Aug-18
5-Mar-17 $  17,475.00 $ 29,216.46 1-Sep-18
5-Apr-17 $  17,475.00 S 29,216.46 1-Oct-18
5-May-17 $  17,475.00 S 29,216.46 1-Nov-18
S-Jun-17 $  17,475.00 S 29,216.96 1-Dec-18
30-Jun-17 $  14,562.50 S 29,216.46 1-Jan-19
$ 29,216,456 1-Feb-19
S 29,216.46 1-Mar-19
$ 5,654.80 7-Mar-19
$284,412.50 | § 532,029.97
interest Paid S 4,728.92 BDP inv #203426932 - paid Mar 26/19
22-Jan-16 3 40.00 ) 5 12,340.63 BDP inv #203437987 - paid Mar 26/19
1-Feb-16 S 12,076.75 S 43,565.31 DS Lawyers paid May 9/19
24-Feb-16 S 14,980.00
29-Mar-16 % 14,980.00
27-Apr-16 $  14,980.00
31-May-16 % 14,980.00
29-Jun-16 $  14,980.00 .
§ 8701675 5 5963086
Total $ 1,197,3585.75 $ 1,789,060.58 Total
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LOAN AGREEMENT
S
This Loan Agreemcnt ("Agreement"), dated as of January L, 2016 and is made between
COMMERX CORPORATION, an Alberta corporation, as borrower ("Borrower") and FORTITUDE
FINANCIAL INVESTMENTS INC., as [ender ("'Lender')

RECITALS:

WHEREAS J.ender has agreed to provide Borrower with a loan in the amount of ONE
MILLION UNITED STATES DOLLARS (US$1,000,000,00) pursuant to the terms and conditions set
forth in this Agreement.

NOW, THEREFORE, in consideration of the making of the Loan (as defined below) and of these
premises and other good and valuable consideration, the adequacy and receipt of which are hereby
acknowledged by the parties, Lender and Borrower covenant and agree as follows:

ARTICLE 1
DEFINITIONS

The following terms when used in this Agreement, shall have the meanings indicated in this Article;

1.1 "Change of Control" means the Guarantor shall cease to beneficially, directly or indirectly, hold or
exercise contro) or direction over and/or have the right to hold or exercise control or direction
over (whether such right is exercisable immediately or only after the passage of time) more than
50% of the issued and outstanding voting shares of Borrower,

1.2 "Closing Date” means the date on which the conditions precedent set forth in Article [V have
been satisfied or waived by Lender.

1.3 "Effective Dale" means the date first written above.
14 "Events of Default” are defined in Article V.
1.5 "Governmental Authority” means any applicable local, provincial, state, commonwealth,

federal, foreign, territorial, or other judicial or governmental department, commission, board,
bureau, agency, authority or instrumentality.

1.6 "Guarantee” means the Unconditional Guarantee dated on or about the date hereof, given by
Guarantor to Lender, as additional security for the Loan.

1.7 "Guarantor” means Robert E Kulhawy,

1.8 “Indcbtedaess” means all present and future obligations and indebtedness of a Person, whether
direct or indirect, absolute or contingent, including all indebtedness for borrowed money, all
obligations which are due and payable in respect of swap or hedging arrangements and all other
Jiabilities which in accordance with GAAP would appear on the liability side of a balance sheet
(other than items of capital, retained earnings and surplus or deferred tax reserves).

1.9 “Laws" means all means all applicable provisions of federal, provincial, state or local laws,
statutes, rules, regulations, official directives and orders of any level of any Governmental
Authority.

]
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"Loan Documents” means this Agreement, the Guarantee, the Security Agreement, and any and
all other agreements, documents, financing slatements, and instruments executed and delivered
purshant to the terms of this Agreement, and any future amendments hereto, or restatements
hereof, together with any and all renewals, extensions, and restatements of, and amendments and
modifications to, any such agreements, documents, and instruments.

"Material Adverse Lffect” means a material adverse effect on the condition (financial or
otherwise), property, assets, operations, business or prospects of the Obligors taken as a whole, or
a material adverse effect on the ability of the Obligors taken as a whole to repay the Obligations
ot on the ability of an Obligor to perform its obligalions under any of this Agreement or any other
Loan Document to which it is a party.

"Maturity Date” means the date falling eighteen months after the Effective Date,

"Obligations" means all obligations, indebtedness, liabilities, covenants, agreemenis, and
undertakings of Borrower to Lender (including but not limited to principal, interest and all costs
on a full indemnity basis) incurred pursuanl to ot in connection with the Loan Documents.

"Obligors" means Borrower and the Guarantor,

"Person” means any natural person, corporation, firm, joint venture, partnership, corporation,
association, enterprise, trust or other entity or organization, or any government or political
subdivision or any agency, department or instrumentalily thereof.

"Security Agreements" means a mortgage duly registered in each applicable jurisdiction, over
real property situated at;

Calgary:
107 Pump Hill Cres SW, Calgary AB T2V 4P4
Legal Description: 7510392;32;3

Sicamous: .
703, 326 Mara Lake Lane, Sicamous BC VOE 2V ]
Strata Lot 53, Unit 703, Strata Plan EPS104, D.L 496, Kamloops Division Yate District

to be given by Guarantor to Lender as security for its obligations under the Guarantee.

"Security Tuterest” means a mortgage, charge, floating charge, pledge, hypothec, assignment,
lien, interest claim, encumbrance, conditional sale agreement or other title retention agreement or
other security interest or arrangement of any kind intended to create a security interest in
substance, regardless of whether the Person creating the interest retains an equity of redemption,
and any agreement to provide or enter into at any time or on the happening of any event such a
security interest or arrangement.

"Taxes" means all taxes, assessments, fees, levies, imposts, duties, deductions, withholdings or
other charges of any nature whatsoever from time to time or at any time imposed by any Laws or
by any Governmental Authority,

ji )
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ARTICLE 2
LOAN: TERMS OF PAYMENT

Loan. By and subject to the terms of this Agreement, Lender agrees to lend to Borrower and
Borrower agrees to borrow from Lender the principal sum of ONE MILLION UNITED
STATES DOLLARS (US$1,000,000.00) (the "Loan"). The obligations of Borrower under the
Loan will be guaranteed in whole or in parl by pursuant to the Guarantee. Amounts disbursed to
or on behalf of Borrower pursuant to the Loan shall be used to finance generat corporate purposes

of Borrower.

overdue interest, shall bear interest at the rate of 18% per annum, both before and after maturity,
demand and judgment. If an Event of Default has occurred, then for and during the duration of
any such Event of Default, then the Loan outstanding, and any overdue interest, shall bear interest
at the rate of 24% per annum. Borrower and Lender agree that such interest is a payment of
liquidated damages, which are a genuine pre-estimate of the damages which Lender will suffer or
incur as a result of an Event of Default, and Borrower irrevocably waives any right it may have to
raise as a defence that any such liquidated damages are excessive or punitive or a penalty.

Loan Repayment. Principal and accrued interest on the Loan shall be all due and payable on the
Maturity Date. The Loan and all accrued interest shall, if demanded by Lender, be immediately
due and payable prior to maturity, upon the occurrence of an Event of Default.

Loan_Documents. Borrower shall deliver to Lender concurrently with this Agreement the
Security Agreement, the Guarantee and any other Loan Documents,

Interest Act Canada. Each interest rate which is calculated under this Agreement on any basis
other than a full calendar year (the "Deemed Interest Period") is, for the purposes of the Interest
Act (Canada), equivalent to a yearly rate calculated by dividing such interest rate by the actual
number of days in the Deemed Interest Period, then multiplying such result by the actual number
of days in the calendar year (365 or 366).

Muxhmum Returns. in the event that any provision of this Agreement would oblige Borrower to
make any payment of interest or any other payment which is construed by a court of competent
jurisdiction to be interest in an amount or calculated at a rate which would be prohibited by law or
would result in a receipt by Lender of interest at a criminal rate (as such terms are construed
under the Criminal Code (Canada)), then notwithstanding such provision, such amount or rate
shall be deemed to have been adjusted nunc pro tunc to the maximum amount or rate of interest,
as the case may be, as would not be so prohibited by law or so result in a receipt by Lender, of
interest at a criminal rate.

hereunder) only upon payment of an amount (which Lender and Borrower agree is a genuine pre-
estimate of damages and not a penalty) equal to three (3) months' interest calculated on the
amount prepaid provided that in connection with any prepayment of the Loan at any time prior to
six (6) months after the advance thereof, Borrower shall pay to Lender such additional amount
(which Lender and Borrower agree is a genuine pre-estimate of damages and not a penalty) equal
to the aggregate amount of cash interest that Borrower would have been required to pay under the
Loan with respect to the principal amount of the Loan prepaid during the period from the date of
such prepayment to and including the date falling six (6) months after the advance thereof if such
principal had not been so repaid.
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Conditions_Precedent. Lender’s obligation to make the disbursement of the Loan shall be

subject o satisfaction of each of the following conditions precedent:

(a)

(b)

(c)

(d)

(e)

M

(g)
(h)

()

0

L.ender shall have received fully executed originals of all Loan Documents, including the
Guarantee and any other documents, instruments, policies, and other materials requested
by Lender under the terms of this Agreement or any of the other Loan Documents
provided that Borrower shall have sixty (60) days from the date of this Agreement to
provide the Security Agreements in form and substance satisfactory to Lender with all
registrations in all applicable jurisdictions and legal opinions respecting such Security
Agreements as Lender may reasonably require.

There shall exist no Event of Default as defined in this Agreement or any of the other
Loan Documents or any event, omission or failure of condition which would constitute a
Default after notice or lapse of time, or both.

The representations and warranties contained in the Loan Documents are and will
continue to be true and correct in every material respect as if made by each Obligor
contemporaneously with the advance of the Loan.

All priority agreements, Personal Property Security Act acknowledgments, comfort
letters or estoppel certificates from other secured creditors of the Obligors, that Lender
may reasonably require will have been duly executed and unconditionally delivered by all
parties therelo.

Lender will have completed and be satisfied with the results of its financial, business,
legal and other due diligence enquiries including the corporate, capital, tax, legal and
management structure and cash management systems of the Obligors, and will be
satisfied, in its sole judgment, with the nature and status of all securities, environmental,
health and safety matters, organizational and capital structure matters involving or
affecting the Obligors.

Lender will have received any financial statements, reports and other information relating
to the Obligors, that it will have reasonably requested.

An event or circumstance having a Material Adverse Effect will not have occurred.

Lender will have received payment in full of all fees and out of pocket expenses paid by
or incurred by Lender in connection with the Loan Documents (including reasonable fees

"and expenses of legal counsel to Lender).

STS Capital Services Inc. will have received, duly executed and in form and substance
salisfactory to it a retainer agreement with respect to the proposed sale of all or part of the
Guarantor's shares in the capital of Newterra Ltd. or any of its affiliates;

Lender will have received, duly executed and in form and substance satisfactory to it

(i) a copy of the constaling documents, partnership agreement and borrowing by
laws, as applicable, of each Obligor, and a copy of the resolutions of the board of
directors of each Obligor authorizing the execution, delivery and performance of
the Loan Documents, certified in each case by a senior officer of such Obligor
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and ratified where necessary by its respective shareholders or partners, as
applicable;

(ii) a cerlificate as to general corporate or partnership, as applicable, information and
other matters for each Obligor, which will contain a statement of the names of
the officers and directors of each Obligor and the specimen signatures of those
officers who will execute and deliver the Loan Documents on behalf of such
Obligor to Lender; and

(iii) any additional supporting documents that Lender or its counsel may reasonably
request.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES

Borrower represents and warrants to Lender, as follows:

Qrganization and Stapding, Borrower is a corporation duly incorporated and validly subsisting
under the laws of the Province of Alberta. Borrower has full corporate power and authority to
conduct its business as presently conducted, and Borrower has the full power and authority to
enter into and perform its obligations under the {.oan Documents and to carry out the transactions

contemplated hereby and thereby.

Authority. The execution, delivery and performance by Borrower of the Loan Documents to

which it is a party, and the consummation by Borrower of the transactions contemplated by the
Loan Documents to which it is a party, have been duly authorized by Borrower. The Loan
Documents to which Borrower is a party have been duly executed and delivered by, and
constitute valid and binding obligations of Borrower enforceable against it in accordance with
their respective terms, subject as to enforcement of remedies to applicable bankruptcy,
insolvency, reorganization, moratorium or similar laws affecting generally the enforcement of
creditors' rights and subject to a court's discretionary authority with respect to the granting of a
decree ordering specific performance or other equitable remedies.

Noncontraventign, The execution of and performance of the transactions contemplated by the
Loan Documents to which Borrower is a party and compliance with the provisions hereof by
Borrower will not (a) conflict with or violate any provision of the organizational documents of
Borrower, (b) require on the part of Borrower any filing with, or any permit, authorization,
consent or approval of, any court, arbitrational Governmental Authority, administrative agency or
commission or other Governmental Authority, (¢) conflict with, result in a breach of, constitute
(with or without due notice or lapse of time or both) a default under, result in the acceleration of,
create in any party the right to accelerate, terminate, modify or cancel, or require any notice,
consent or waiver under, any contract, lease, sublease, license, sublicense, franchise, permit,
indenture, agreement or mortgage for borrowed money, instrument of indebtedness, Security
Interest or other arrangement to which Borrower is a party or by which Borrower is bound or to
which its assets are subject, (d) result in the imposition of any Security Interest upon any assets of
Borrower other than in favor of Lender or () violate any order, writ, injunclion, decree, statute,
rule or regulation applicable to Borrower or any of its properties or assets,

Governmental Consents. No consent, approval, order or authorization of, or registration,
qualification, designation, declaration or filing with, any Governmental Authority is required on
the part of Borrower in connection with the execulion and delivery of the Loan Documents.
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Compliance. Borrower has, in all material respects, complied with all laws, regulations and
orders applicable to its present and proposed business and has all material permits and licenses
required thereby.,

Litigatign. Except as disclosed to Lender in writing, there are no claims, actions, suits, or
proceedings pending, or to Borrower's knowledge threatened, against any Obligor.

Tax Returug, Pryments and Elections. Borrower has filed all tax returns and reports as
required by law. These returns and reports are true and correct in all material respects.

Financial Condition. All financial statements and information heretofore and hereafter delivered
to Lender by Borrower, including, without limitation, information relating to the financial
condition of Borrower, the partners, joint venturers or members of Borrower, and/or Guarantor,
fairly and accurately represent the financial condition of the subject thereof and have been
prepared (except as noted therein) in accordance with penerally accepted accounting principles
consistently applied. Borrower acknowledges and agrees that Lender may request and obtain
additional information from third parties regarding any of the above, including, without
limitation, credit reports.

BDisclgsyrd. Neither this Agreement nor any other statements, documents or certificates made or

delivered in connection herewith or therewith contains any untrue stalement of a material fact or
omits to state a material fact necessary to make the statements herein or therein not misleading.

Continuing Nature of Representations and Warranties. Each of the representations and
warcanties of Borrower contained in this Agreement shall survive the execution of the Loan
Agreement, and shall be continuing untif such time as all Obligations shall have been fully paid.

ARTICLE 4
AFFIRMATIVE COVENANTS OF BORROWER

While this Agreement is in effect, Borrower covenants and agrees as follows unless Lender shall

otherwise have consented in writing (such consent not to be unreasonably withheld or delayed):

4.1

4.2

4.3
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Taxes. Boarrower shall promptly pay, or cause to be paid, when due and payable, any and all
Taxes assessed against Borrower, or which are or become payable by Borrower, as and when due
and payable, except those taxes which it contests in good faith and for which adequate reserves
have been established.

LChanpges in Facls or Circumstances. Borrower shall promptly notify Lender of any material

change in any fact or circumstance represented or warranted by Borrower in this Agreement or
any of the Loan Documents.

Further Assurances. Upon Lender's request and at Borrower’s sole cost and expense, Borrower
shall, and shall cause any person or entity affiliated with Borrower to, execute, acknowledge and
deliver any other instruments, including replacement promissory notes, guaranties or other loan
documents, and perform any other acts necessary, desirable or proper, as determined by Lender,
to correct clerical errors or omissions in any loan closing documentation, to replace any lost or
destroyed loan closing documentation, or to carry out the purposes of this Agreement and the
other Loan Documents ot to perfect and preserve any liens and security titles created by the Loan
Documents. This obligation shall survive any foreclosure or sale of any of the collateral for the
Loan.
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Assipnmen(. Without the prior written consent of Lender, Borrower shall not assign Borrower's
interest under any of the Loan Docurnents, or in any monies due or to become due thereunder,
and any assignment without such consent shall be void. In this regard, Borrower acknowliedges
that Lender would not make this Loan except in reliance on Borrower's expertise, reputation,
prior experience in developing and constructing real property, Lender's knowledge of Borrower,
and Lender's understanding that this Agreement is more in the nature of an agreement involving
personal services than a standard loan where Lender would rely on security which already exists.

Indempity. Borrower hereby agrees to defend, indemnify and hold harmless Lender, its
directors, officers, employees, agents, successors and assigns for, from and against any and all
losses, damages, liabilities, claims, actions, judgments, court costs and legal or other expenses
(including, without limitation, attorneys' fees and expenses) which Lender may incur as a direct
or indirect consequence of: (a) the purpose to which borrower applies the Loan proceeds; (b) the
failure of Borrower to perform any obligations as and when required by this Agreement or any of
the other Loan Documents; (c) any failure at any time of any of Borrower's representations or
warranties to be true and correct; or (d) any act or omission by Borrower, any constituent partner
or member of Borrower. The foregoing indemnitees shall be entitled to appear in any action or
proceeding with counsel of their own choice, and/or to settle or compromise any claim asserted
against them. Borrower shall immediately pay to any indemnitee upon demand any amounts
owing under this indemnity, together with interest from the date the indebtedness arises until paid
at the rate of interest applicable to the principal balance of the note. Borrower's duty and
obligations to defend, indemnify and hold harmless the indemnitees described herein shall
survive cancellation of the Loan Agreement and repayment of the Obligations.

known to Borrower which constitutes an Event of Default under this Agreement, or any of the
other Loan Documents or which, with or without the giving of notice or the lapse of time or both,
would constitute any such Event of Default, and of any litigation or threatened litigation.

and every one of the terms and provisions of the Loan Documents and any supplement or
amendment thereto or any instrument which may, at any time or from time to time, be execuled
by one or more of the parties hereto. Each of the Loan Documents shall be in form and substance
acceptable to Lender.

Additional Covenants.

(a) Borrower will pay to Lender when due all amounts (whether principal, interest or other
ums) owing by it to Lender from time to time.

(b) Borrower will maintain its valid existence as a corporation or partnership, as the case
may be, and in all material respects, will maintain all ticenses and authorizations required
from regulatory or governmental authorities or agencies to permit it to carry on its
business, including, without limitation, any licenses, certificates, permits and consents for
the protection of the environment.

(c) Borrower will maintain its books of account and records relative to the operation of its
business and financial condition in accordance with GAAP,

(d) Borrower will provide any information regarding its assets, operations and financial
condition that Lender may from time to time reasonably require,



(e)

6]

(g)

()

(k)
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Borrower will maintain and defend title to all of its property and assets, will maintain,
repair and keep in good working order and condition all of its property and assets and
will continuously carry on and conduct its business in a proper, efficient and businesslike

manner.

Borrower will maintain types and amounts of insurance satisfactory to Lender with
Lender shown as first loss payee on any property insurance covering any assets on which
Lender has security and additional insured, as its interest may appear, on all liability
insurance, and promptly advise Lender in writing of any significant loss or damage to its
property, and each Loan Party will provide evidence of insurance to Lender:

i) in situations where Lender has taken a fixed charge on an asset or property
whether on real property or personal property; and

i) in all other situations, on request,

Lender reserves the right to conduct an independent review of Borrower's insurance
coverage, at the reasonable expense of Borrower.

Borrower will permit Lender, by its officers or authorized representatives at any
reasonable time and on reasonable prior notice, to enter its premises and to inspect its
plant, machinery, equipment and other real and personal property and their operation, and
to examine and copy all of its relevant books of accounts and records.

Borrower will not create or permit to exist any mortgage, charge, lien, encumbrance or
other security interest on any of its present or future assets, other than as permitted by

Lender.

Borrower will not create, incur, assume or allow to exist any Indebtedness other than:
i) trade payables incurred in the ordinary course of business;

i) any Indebtedness secured by a Security Interest approved by Lender; and

iii) any Indebtedness owing to Lender.

Borrower will not sell, assign, transfer, convey, lease (as lessor), contribute or otherwise
dispose of, or grant options, warrants or other rights with respect to any assets except:

i) inventory sold, leased or disposed of in the ordinary course of business, and
i) obsolete equipment which is being replaced with equipment of an equivalent
value.

Borrower will not provide financial assistance (by means of a loan, guarantee or
otherwise) to any Person other than as permitted under clause (i) above.

Borrower will not pay any amount to or for the benefit of shareholders or Persons
associated with shareholders (within the meaning of the Business Corporations Act
(Alberta)), whether by way of salaries, bonuses, dividends, management fees, repayment
of loans or otherwise:



i) following the occurrence of and during the continuance of any evenlt which
constitutes a breach of any provision hereof or an Event of Default; or

i) if making such payment would reasonably be expected to result in a breach of
any provision hereof or an Event of Default.

{(m) Borrower will not redeem, purchase or otherwise acquire, retire or pay out any of its
present or future share capital.

(n) Borrower will not consent to or facilitate a Change of Control other than as consented to
in writing by Lender.

(o') Borrower will comply with all Laws.

) Borrower will not enter into any transactions with its subsidiaries or affiliates for goods
or services unless entered into on commercially reasonable terms.

ARTICLE 5
EVENTS OF DEFAULT

Borrower shall be in default of this Agreement if any one or more of the following events (each an,

"Kyents of Defanlt) shall occur for any reason whatsoever (whether such occurrence shalt be voluntary or

involuntary or come about or be affected by operation of law or pursuant to or in compliance with any
judgment, decree, order, rule or regulation of any Governmental Authority) and such event shall remain
uncured for fifteen (15) calendar days after Borrower has received writien notice of such default from Lender:

5.1

5.2
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If there shall occur a default under this Agreement due to a failure to make paymeni(s) of
principal or interest as provided for herein;

If an Obligor shall fail or refuse to punctually and properly perform, observe and comply with
any covenant, term, agreement, obligation or condition contained in this Agreement or other Loan

Document to which it is a party;

If any statement, representation or warranty in this Agreement or any of the Loan Documents or
in any writing in any other communication delivered to Lender pursuant to the Loan Documents
is false, misleading or erroneous in any rnaterial respect at the time made or thereafter;

If any defauit shall have occurred and is continuing in respect of any Indebtedness of an Qbligor
(other than Indebtedness owing to Lender) which results in the acceleration of the payment of
such Indebtedness or which pernits the holder thercof to accelerate the payment of such
Indebtedness and if there is a grace period applicable thereto arising under contract or otherwise,
such default continues beyond the expiry of such grace period or if any lender shall demand
repayment of any Indebtedness owed to it by such Obligor which is repayable on demand and
such Indebtedness shall not be paid on or before the date specified by such lender for payment,
and the apgregate principal amount of all such Indebtedness is at least $100,000;

If any other creditor of any Obligor takes collection steps against such Obligor or all or a material
part of its assets;
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If final judgment or judgments should be entered against any Obligor for the payment of any
amount of money exceeding $100,000, and the judgment or judgments are naot discharged within
30 days after entry;

Ifa Change of Control has occurred;

If an order is made, an effective resolution passed, or a petition is filed for the winding up the
affairs of any Obligor or if a receiver or liquidator of any Obligor or any part of its assets is
appointed;

If any Obligor is unable to pay its debts as they become due or makes a general assignment for
the benefit of its creditors or an assignment in bankruptcy or files a proposal or notice of intention
to file a proposal under the Bankruptcy and Insolvency Act or otherwise acknowledges its
insolvency or if a bankruptcy petition is filed or receiving order is made against any Obligor and
is not being disputed in good faith;

If any Obligor ceases or threatens to cease to carry on its business;

If any of the licences, permits or approvals granted by any Governmental Authority or agency and
material to the business of any Obligor is withdrawn, cancelled, suspended or adversely amended,;

If any event or circumstance occurs which has or would reasonably be expected to have a
Material Adverse Effect;

If any provision of any Loan Document for any reason ceases to be valid, binding and
enforceable in accordance with its terms, or an Obligor asserts in writing that this has happened;

“orany Security Interest created under any Security Agreement ceases to be a valid and perfected

6.1
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security interest having a first priority ranking in any of the property purported to be covered by
that security interest, which is not rectified or otherwise dealt with to the satisfaction of Lender
within a period of 10 days.

ARTICLE 6
RIGHTS OF LENDER UPON THE OCCURRENCE OF AN EVENT OF DEFAULT

Remedies for an Event of Default. On the occurrence of an Event of Default, Lender may
exercise any or all of the following rights and remedies as Lender may deem necessary or
appropriate in its absolute discretion:

(a) Lender may declare immediately due and payable the outstanding balance of the Loan
and all other Obligations, as defined in the Loan Documents, and all monies advanced to
or for the account of Borrower pursuant to this Agreement and/or any other of the Loan
Documents, which are then unpaid, and Lender may accelerate payment thereof
notwithstanding any contrary terms of payment stated therein;

(b) Lender may foreclose or otherwise enforce any and all liens granted to Lender to secure
the payment and performance of the l.oan Agreement and the other Obligations;

(c) Lender may set off any and all amounts due by any Obligor against any indebtedness or
obligation of Lender to any Obligor;

10
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(d) Lender may exercise any and all of Lender's other rights and remedies under any of the
l.oan Documents or applicable law.

PRALLL Ay

other then-existing or subsequent Event of Default, No defay or omission by Lender in exercising
any right, power or remedy of Lender under any of the Loan Documents shall impair such right,
remedy or power or be construed as a waiver thereof, and no single or partial exercise of any such
right, remedy or power shall preclude any other or further exercise thereof, or the exercise of any
other right, remedy or power under the Loan Documents or otherwise,

Cumaulative Rights and Remedies. The rights, remedies and powers provided to Lender in this
Agreement and the Loan Documents shall be cumulative of and not in substitution for any other
right, remedy or power provided to Lender under this Agreement, the other Loan Documents or at
law or in equity, all of which rights, remedies and powers are specifically reserved by Lender,
The failure or refusal of Lender to exercise any right, remedy or power herein provided shall not
preclude the resort to any other right, remedy or power available to Lender or prevent the
subsequent or concurrent resort to any other right, remedy or power which by {aw or equity shall
be vested in Lender for the recovery of damages or otherwise in the event of the occurrence of
any Event of Default under any of the Loan Documents.

ARTICLE 7
MISCELLANEOUS

Headings. The headings and captions used in any of the Loan Documents are for convenience
only and shall not be deemed to limit, amplify or modify the terms and conditions of the Loan
Documents or affect the meaning thereof.

Additional Documents. Borrower agrees to execute, acknowledge and deliver to Lender such
other and further assurances and documents as Lender shall require to cure or eliminate any
omission, mistake or ambiguity in any or all of the l.oan Documents. Failure to enumerate in this
Agreement any documents ar other items required shall not be deemed to be a waiver of the
requirement that such documents or items be furnished to Lender.

Number _and Gender of Words. For the purposes of this Agreement, the singular shall be
deemed to include the plural, and the neuter shall be deemed to include the masculine and the
feminine as the context may require.

Noticgs. Whenever this Agreement requires or permits any consent, approval, notice, request or
demand from one party to another, such consent, approval, notice, request or demand must be in
writing to be effective and shall be deemed to have been given by the sending party and received
by the receiving party when hand delivered to the person(s) designated below for the receiving
party, sent by recognized overnight carrier service such as Federa) Express or UPS, or when
mailed to the receiving party at the address(es) stated below (or atl such other address as may be
designated by written notice), postage prepaid, by certified mail of the United States, return
receipt requested. The address of each party for the purposes hereof is as follows:

BORROWER: [Insert address]

LENDER: Fortitude Financial Investments Ing.
4 Robert Specks Parkway Suite 1500

B
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Mississauga ON L42151
Canada

Form nnd Number of Documents. Each agreement, document, instrument or other writing to
be furnished to Lender under any provision of this Agreement must be in form and substance and
in such number of counterparts as may be satisfactory to Lender.

Survival. All covenants, agreements, undertakings, representations and warranties made in any
of the L.oan Documents shall survive all closings under the L.oan Documents.

Governing Law. This Agreement shall be governed by the laws of Alberta. Each of the Obligors
and Lender irrevocably and unconditionally agree that any suit, action or other legal proceeding
(collectively, a "Suit") instituted by Lender and arising out of this Agreement shall be brought
and adjudicated only in Alberta, and each Obligor waives and agrees nol to assert by way of
motion, as a defence or otherwise at any such Suil, any claim that such Obligor is not subject to
the jurisdiction of the above courts, that such Suit is brought in an inconvenient forum or that the

venue of such Suit is improper.

Alttorneys’ Fees. If any attorney is engaged by Lender Lo enforce or defend any provision of this
Agreement, any of the other Loan Documents or as a consequence of any Event of Default, with
or without the filing of any legal action or proceeding, and including, without limitation, any fees
and expenses incurred in any bankruptcy proceeding or in connection with any appeal of a lower
court decision, then Borrower shall immediately pay to Lender, upon demand, the amount of all
attorneys' fees and expenses and all costs incurred by Lender in connection therewith. In the
event of legal proceedings, court costs and attorneys' fees shall be set by the court and shall be
included in any judgment obtained by l.ender.

No Joint Venture. Borrower and Lender do not intend, and neither this Agreement nor any of
the other Loan Documents shall be construed, to create a partnership or a joint venture
relationship between Borrower and Lender

Invalid Provisions. [fany covenant, term or condition of any of the Loan Documents is held to

be illegal, invalid or unenforceable under any present or future Laws effective during the term
thereof, such covenant, term or condition shall be fully severable; such Loan Document shall be
construed and enforced as if such illegal, invalid or unenforceable covenant, term or condition
had never comprised a part thereof; and the remaining covenants, terms and conditions in such
Loan Document shall remain in full force and effect and shall not be affected by the illegal,
invalid or unenforceable covenant, term or condition or by its severance therefrom.

Entirety -and Amendments. This Agreement, together with the other written instruments
referred to herein, embody the entire agreement between the parties relating to the subject matter
hereof, supersedes all prior agreements and understandings, if any, relating to the subject matter
hereof, and may be amended only by an instrument in writing executed jointly by Borrower and
Lender and supplemented only by documents delivered or to be delivered in accordance with the
express terms hereof.

Joint and Several Liability. If Borrower consists of more than one natural persons and/or
entities, the liability of each of them for Borrower's obligations under this Agreement and the
L.oan Documents shall be joint and several,
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Muitiple Counterparts. This Agreement may be executed in counterparts, each of which

constitutes an original and all of which constitute, collectively, one agreement; but in making
proof of this Agreement, it shall not be necessary [or Borrower or Lender to produce or account
for more than one (1) such counterpart.

Lender and their respective successors and assigns; provided that Borrower may not, without the
prior written consent of L.ender, assign this Agreement or any of its rights, duties, or obligations
hereunder, such consent to be granted in Lender's sole discretion and will not release Borrower
from its obligations under the L.oan Documents. No term or provision of this Agreement shall
inure to the benefit of any entity other than Borrower, Lender and their respective successors and
assigns; consequently, no entity other than Borrower, Lender and their respective successors and
assigns shall be entitled to rely upon, or to raise as a defense, in any manner whatsoever, the
failure of Borrower or Lender to perform, observe or comply with any such term or provision.

Time. Time is of the essence of each and every term of this Agreement.

No Third Parties Benefited. No person other than Lender and Borrower and their permitted
successors and assigns shall have any right of action under any of the L.oan Documents.

Actipns. Borrower agrees that Lender, in exercising the rights, duties or liabilities of Lender or
Borrower under the Loan Documents, may commence, appear in or defend any action or
proceeding purporting to affect the Project or the lLoan Documents and Borrower shall
immediately reimburse Lender upon demand for all such expenses so incurred or paid by Lender,
including, without limitation, attorneys' fees and expenses and court costs

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK; SIGNATURES APPEAR ON THE
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IN WITNESS WHEREOF, Borrower and Lender have duly executed this Agresment as of the day
and year first above written,

BORROWER:

C?

By

1ERX CORPORATION

[SIGNATURES CONTINUE ON THE FOLLOWING PAGE)
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[SIGNATURES CONTINUED FROM THE PREVIOUS PAGE]

LENDER:
FORTITUDE FINANCIAL INVESTMENTS INC.

By:

Name;

Title:

15
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Execution Yersion

SETTLEMENT AGREEMINT

THIS SETTLEMENT AGREEMENT (this "Agreement®) is made as of the 30th day of December,

2016

BETWEEN;

ROBERT E. KULHAWY
("Kulbawy")

- and -

COMMERX CORPORATION
("Commerx")

-and -

FORTITUDE FINANCIAL INVESTMENTS INC,
("Fortitude")

- and -

ST8 CAPITAL PARTNERS INC,
("STS"

- and -

COMMERX HOLDINGS LLC
("Lotus")

WHEREAS:

A,

Commerx and Fortitude are partics ta a loan agreement dated as of January 5, 2016 (the "Loan
Agreement”), pursuant to which Commerx is currently indebted to Fortitude in the apgregate
amount of USD§1,148,380.51, representing the principa) amount borrowed by Commerx and the
unpaid interest thereon as at the date hereof (the "Loan™),

as 4 condition to the availability of the Loan under the Loan Agreement, Kulhawy executed and
delivered a personal guarantee in favour of Fortitude dated as of January 5, 2016 (the "Fortitude
Guarantee"), whereby Kulhawy agreed to unconditionally and irrevocably guarantee to Fortitude
full and prompt payment of all indebtedness, liabilities and obligations of Commerx under the Loan

Agreement;

Commerx and STS are parties to a specific transaction fee agreement dated on or about July 29,
2016, a copy of which is atiached hereto as Schedule A (the "Non-Exclusive Retainer
Agreement”), whereby STS agreed, on a non-exclusive basis, lo provide investiment banking and
other services to Commerx, including services relating to the sale of a portion of the shares of
Commerx or a refinancing, capitalization, recapitalization, restiuicturing transaction or other similar

transaction ar transactions;
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L.

Commerx and $TS are parties to a specific transaction {ee agreement dated on or about July 29,
2016, a copy of which is attached as Schedule B (the "Exclusive Retainer Agreement™) whercby
STS agreed, on an exclusive basis, (o provide investment banking and other services to Convnerx
including services relating to the sale of Commery;

in connection with the services provided by STS under the Non-Exclusive Retainer Agreement,
Kuthawy and Commerx have entered into a stock purchase agreement dated as of the date hereof
(the "Stock Purchase Agreement”) with Lotus, whereby Lotus has agreed, among other things,
to: (a) purchase 51% of the Class "A" voting shares in the capital of Conunerx (*Class "A"
Shares") from Kuthawy for USD$2,000,000; (b) extend a USDE3,000,000 working line of credit
to Commerx; and {c) invest additional cquity into Commerx (collectively, the "Lotus
Transaction);

in connection with the Lotus Transaction, Lotus has requested that Fortitude convert all principal
and acerued inleres( payable under the Loan Agreement (the "Fortitude Loan Conversion") into
redeernable non-voting preferred shares of Commerx;

Fortitude has agreed to the Fortitude Loan Conversion on the condition that Kulhawy provide a
personal guarantee in favour of Fortitude pursuant to which Kulhawy shall guarantee Commerx’s

obligalions in respect of the redemption of the shares 1o be fssued to Fortitude pursuant to the
Fortitude Loan Conversion;

Commerx and STS have agreed to certain amendments of the terms and conditions of the Non-
Exclusive Retainer Agreement in respect of the amounts and methods of payments of certain of the
fees payable to STS thereunder, as provided for herein;

Cominerx and STS have agreed to certain amendments of the terms and conditions of the Exclusive
Retainer Agreement; and

STS has requested that Kulhawy execute and deliver a personal guarantee in favour of STS (the
"STS Guarantee”) pursuant to which Kulhawy shall guarantee to STS full and pronmpt payment of
all cash fees payable by Commerx pursuant (o the Non-Exclusive Retainer Agreement,

NOW THEREFQRE, this Agreement witnesses that, in consideration of the covenants and agreements
herein contained and other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the parties hereto covenant and agree as follows:

Fortitude Matiers

In connection with the Fortitude Loan Conversion, on the date hereof Commerx and Fortitude shall
exccute and deliver the debt conversion agreement in the form atlached hereto as Schedule C (the
"Debt Conversion Agreement”), pursuant to which Commerx shall issuc 1,148,381 Class "F"
Preferred Shares (the "Fortitude Class "F" Shares") in the capital of Commerx to Fortitude in
full and Ninal settiement of all amounts outstanding under the Loan Agreement.

As soon as reasonably praclicable following closing of the Lotus Transaction, and in any event not
later than January 31, 2017, Commerx shall hold a special mecting of its sharcholders for the
purpose of, among other things, amending the articles of incorporation of Cotmimerx to change the
rights, privileges, restrictions and conditions attached Lo the Class "A" Shares, the Class “B" Shares,
the Class *C" Shares, the Class "D" Shares, the Class “E" Preferred Shares, the Class "I Preferred
Shares and the Class "G" Preferred Shares of Conunerx to those set forth in Schedule D hercto,
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lmmediately following the approval ol the mmendment to the articles of incorporation (the
"Ameunded Articles") by the Commerx sharcholders, Commerx shall cause to be filed the amended
articles of incorporation with the Alberta Corporate Regislry.

For a period commeneing cffective us of the dale hereof until the earlier of: (i) the filing of the
Amended Articles with the Alberta Corporate Registry; and (ii) January 31, 2017; Fortilude agrees
that it shall not issue a redemption notice to Commerx in respect of the Fortitude Class "I Shares,

Commerx, Fortitude and Lotus hereby agree and acknowledge that, on June 30, 2017 (the
"Redemption Date"), Commerx shall, and Lotus shall cause Commerx to, redeem the Fortitude
Class "F" Shares in their entirety by paying to Fortitude the aggregate redemption amount plus all
accrued and unpaid divideods payable in connection therewith. In addition to the foregoing,
Commerx shall have the right, at its sole discretion, to redeem all or any portion of the Fortitude
Class "F" Shares prior to the Redemption Date by paying ta Fortitude the redemption amount in
respect of the shares it wishes to redeem plus all accrued and unpaid dividends payable in
connection therewith, Lotus and Commerx hereby acknowledge snd agree that in the event that
Commerx does ot redeem the Fortitude Class “F" Shares in their entirety on or before the
Redemption Date, the cumulative dividend rate applicable to any such wmredeemed shares shall
increase from 6.0% per annum (o 24.0% per annum until such shares are redeemed by Commerx,
as prescribed in (he share terms applicable 10 the Class "F" Preferred Shares upon filing of the
Amended Articles.

As acondition 1o Fortiwde's agreement to enter into the Debt Conversion Agreensent, Kulhawy has
agreed lo execute and deliver to Fortitude, on the date hereof, the guarantee in the form attached
hereto as Schedule & (the "Fortitude Guarantee"), pursuant to which Kulhawy shall guarantee to
Fortitude payment of all amounts payable in connection with the redemption of the Fortitude Class
“F" Shares (the “"Fortitude Guaranteed Amount") in the event that Commerx defaults on its
oblipation {o redeem the Fortitude Class "F" Shares in accordance wilh their terms and sith the
terms of this Agreement.

STS Matters

é.

The Non-Execlusive Retainer Apreement provides, amoung other things, that in the event of a
successiul transaction for which STS is respongible, Commerx shall issue to STS warrants (the
"Broker Warranis") w purchage Class "A” Shares. Notwithstanding such provision of the Non-
Exclusive Retainer Agreement, Commerx, STS and Kulhawy hereby agree that Commerx's
obligation to issue the Broker Warrants under the Non-Exclusive Retainer Agreement shall be
satisficd by the sale to STS, for nominal consideration, of 600,000 of Kuthawy's Class "A" Shares
pursuant to the terms and conditions of the share purchase agreement in the form attached herelo
as Schedule F. Upon completion of the sale of such Class "A" Shares to STS, STS hereby ngrecs
that Commerx shall be irrevocably released and discharged from its obligation to issuc the Broker
Warrants to STS under the Non-Exclusive Retainer Agreement.

STS, Commerx, Kulhawy and Lotus hereby agree and acknowledge that, as of the date hereof, STS
has eamed, und shall be entitled to receive from Conumnerx, an aggregate fee in the amount of
USD$385,500 (the “STS Fee") in conneclion with services performed under the Non-Exclusive

Retainer Agreement.

STS, Commerx, Kuthawy apd Lotus hereby agree and acknowledge (hat Kulhawy shall be
responsible for satisfying (a) USDS$100,000 of the STS Fee (the "Kuthawy Proeceeds Fee") from
the proceeds that Kulhawy receives from the sale of his Class "A™ Shares to Lotus pursuant (o the
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10,

terms, including Section 2.2(a), of the Stock Purchase Agrcement: and (b) an additional fec of
USD$22,500 in commection with the salary earned Kulhawy during the three year period following
the date hereof (the "Kulhawy Salary Fee”).

In connection with the closing of the Lotus Transaction, Commerx hereby directs thal
USD3$142,750 of the USD$1,200,000 amount payable by Lotus to Commerx on the date hereof
pursuant to the terms of the Stock Purchase Agreement be delivered 1o STS in satisfaction of a
portion of the ST§ Fee,

In connection with the payment of the deferred payment ammount of USD$770,000 (the *Comnierx
Deferred Payment Amount”) which is to be paid by Lotus to Commerx pursuant to the Stock
Purchase Agreement by no laler than January 31, 2017, Comunerx hereby directs Lotus to deliver;
(1) USD$142,750 of the Commerx Deferred Payment Amount to STS in satisfaction of a portion
of the STS Fee; and (b) CAD3S98,000, plus GST, il applicable, (o Burnet, Duckworth & Palmer
LLP ("BDP") (subject 1o Commerx's review and approval of the invoices issued by BDP in
connection with such amount) int satisfaction af legal fees incurred by Fortitude in connection with
the transactions contemplated herein,

In connection with the payment of the deferred payment amount of USD$500,000 (the "Kulhawy
Deferred Payment Amount”) which is o be paid by Lotus 1o Kuthawy pursuant 1o the Stock
Purchase Agreement by no later than January 31, 2017, Kuthawy hereby dircets Lotus to deliver
USD3100,000 of the Kulhawy Delerred Payment Amount to §TS in satisfaction of the Kuthawy

Proceeds Fee,

In satislaction of the Kulhawy Salary Fee, Kulhawy hereby directs Commerx to deliver to ST'S an
amount equal 10 USD$7,500 of Kuthawy's annual salary per year for each of the three years
following the date hereol which amounts shail be paid by Commerx to 8T8 on the date which is
thirty days following the anniversary of the date upon which Kulhawy and Commerx execute a
written employment agreement; provided, however, that il Kulhawy ccases to be employed by
Commerx as at any such anniversary dale, no such fee shall be payable to STS by Kulhawy or
Commerx.

Upon receipt by STS of the payments provided for in Sections 9, 10 and 11, above, STS hereby
agrees and acknowledges that the STS Fee shalt have been paid in fill and Commerx and Kulhawy
shall be released and discharged of any further obligations arising in connection with the STS Fee
and the Non-Exclusive Retainer Agreement other than those obligations and liabilities that survive
the termination of the Non-Exclusive Retainer Agreement pursuant (o ils terms.

As a condition Lo STS agreeing (o receive the STS Fee in multiple tranches, as described above, on
the date hereof, Kulhawy shall exccute and deliver the guarantee in the form attached hercto as
Schedule G (the "STS Guarantee™), pursuant to which Kulhawy shall guarantee to STS payment
of Commerx's portion of the STS Fee, being USD$285,500 (the "STS Guaranteed Amount™), in
the event that Lotus has advanced the prescribed funds to Commerx as provided in Section 2.3(a)
and Section 2.3(c)(ii) of the Stock Purchase Agreement, and Commerx defaults on its obligation
usc a portion of such funds to pay and satisly its portion of the STS Fee.

I (a) Lotus lails to camply with ils obligation to pay to Kulhawy the amount of USD$1,500,000
(the "Subsequent Payment”) on or before November 30, 2018 in respect of the purchase of
Kulhawy's shares as provided for in the Stock Purchase Agreement (a "Lotus Delault"); and (b)
the Lotus Default does not arise out of, in connection with, as a result of or is not attributable to
any claim by Lotus in respect of any act or omission ol or by Kuthawy or any breach of any
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representation, warranty or covenant by Kulhawy of the termns of the Stock Purchase Agreement,
including any set off or attempted set ofT by Lotus ol the Subsequent Payment against any amounts
owing by Kulhawy lo Lotus therunder, then STS hereby grants to Kulhawy the option (the
“Repurchase Option") to purchase from STS for an nggregate purchase price of USD$10.00 up to
150,000 Class “"A* Shares from STS. The number of Class "A" Shares which shall be subject to
the Repurchase Option shall be equal to the product of (x) the amount of the Lotus Default, divided
by (y) USDS$1,500,000, multiplied by (z} 150,000 (the product of such caleulation, the
"Repurchased Shares"). Kulhawy shall have (he right, acting in his sole discretion, to exercise
the Repurchase Option immediately following the expiration of a period of thirty (30) days
following a Lotus Defaull, Tf at any time following the transfer of the Repurchased Shares from
STS to Kulhawy pursuant to (he Repurchase Option, Latus pays all or any part of the outstanding
balance of the Subsequent Payment, Kulbawy shall sell back to STS, for USD$10.00, all, or such
portion of, the Repurchased Shares on a pro rata basis subject to the amount of the Subsequent
Payment which has been satisfied by Lotus.

Kulhawy Security and Savisfactlon and Extinguishient of Kulhawy's Obligations

14, As security far the Fortitude Guaranteed Amount and the STS Guaranteed Amount, Kulhawy
hereby grants the following security (the “Sceurity”):

(a) a pledge to Fortifude of g}l Class "A" Shares held by Kolhuwy in accordance with the share
pledge agreement in the form attuched hereto as Schedufe H;

(b) a pledge to STS of all Class "A" Shares held by Kulhawy in accordance with the share
pledge agreement in the form attached hercto as Schedule 1;

(¢) concurrently herewith, Kuthawy shall deliver to Newterra Ltd. ("Newterra") a request (the
“Request”) that Newterra deliver 1o BDP, c/o Michael Martin, those share certilicates of
Newterra (the “Newterra Share Certilicates") representing those shares of Newterra
which are registered in Rulhawy's naine, or the name of any entitics owned or conirolled
by Kulhawy (the "Newterra Shares™). In the event that (a) Kulhawy has not delivered the
Request by December 31, 2016; or (b) if the Newterra Share Certificates have nol been
delivered to BDP within 90 days following the date of the Request, BDP shall be entitled
to communicate directly with Newterra on behalf of Kulhawy and Kuthawy hereby
authorizes and directs BDP to lake sny steps required to oblain the Newterra Share
Certificates. Upon receipt of the Newterra Share Cerlificates, BOP shall hold such
certificates in trust until the Fortitude Guaranteed Amount und the STS Guaranteed
Amount have been salisfied in full either by Commerx or by Kulhawy pursuant to the
Fortitude Guarantee and/or the STS Guarantce;

(d) prior to the date hereof, Kuthawy shall have delivered a divection to Newterra requesting,
among other things, that any amounts which are payable to Kuthawy in connection with
the sale of Kulhawy's shares (o Newterra be delivered to BDP, cfo Michael Marting

(e) an assignment of receivables in favour of Fortitude in respect of any amounts that are due
and payable to Kuthawy in respeet of the future sale of the sale of the Newterra Shares, in

the form attached hereto as Schedule J;

(1) an assipmnent of receivables in favour of STS in respect of any amounts that are due and
payable to Kulhawy in respect of the fulure sale of the sale of the Newterra Shares, in the
form attached hereto as Schedule K;
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(2) a direction from Kulhawy to Commerx, in the form altached hereto as Schedule L,
providing that, until the Fortitude Guaranteed Amount and the $TS Guaraniced Amount
have been paid and satisfied in full, any dividends payabie to Kulhawy from Commerx
shall be delivered 10 BDP, in trust, to be used ta satisy the Fortitude Guarantecd Amount
and the STS Guaranteed Amount:

&) a direction from Kulhawy to Cotmmerx, in the form attached hereto as Schedule M,
providing that, until the Fortitude Guaranteed Amount and the 8TS Guaraniecd Amount
have been paid and satisfied in full, any amounts paysble to Kulhawy in respoct of salary
or bonuses to the extent that Kulhawy’s quarerly aggregate salary and bonus from
Commerx exceeds USD$75,000 on o quarterly basis, shall be defivered ta BDP, in trust, lo
be used Lo satisly the Fortitude Guaranteed Amount end the STS Guaranteed Amount; and

(1) a direetion from Kulhawy to Lotus, in the form attached hereto as Schedule N, praviding
that the Subsequent Payment shall be delivered to BDP, in trust, to be used to satis{y the
Fortitude Guaranteed Amount and the STS Guaraniced Amaount,

17. I the event that cash amonts are delivered to BOP in connection with the Security, Fortitude and
STS agree and acknowledge (hat such amounts received by BDP shall only be used to satisfy the
STS Guarsnteed Amount and the Forlitude Guaranteed Amoumt, and for no other purposc
whatsoever, and such amounts shall be applied as follows:

(a) first, STS, Fortitude and Kulhawy shatl jointly direct BDP that cash amounts received by
BDP be defivered 1o 8TS to satisfy such portion of the STS Guarantegd Amount which is
payable by Kulhawy in accordance with Section 14, above, until the entirety of the STS
Guaranteed Amounl has been paid in full; and

(b) second, §TS, Fortitude and Kulhawy shall jointly direct BDP that cash amounts received
by BDP be delivered to Fortitude in consideration of the purchase, by Kulhawy, of
Fortitude Class "I Shares for the redemption amount, plus accrued and unpaid dividends
in respect of sueh shares as of the date of purchase by Kulhawy. Any such share purchases
shall be completed at the end of each month during the period commencing on the date
hereof until such time ag the Fortitude Guaranteed Amount is paid and satisfied in full and
Fortitude hereby agrees to execute and deliver any and all documents and instruments as
may be reasonably required in order to evidence and complete such transfer of shares to

Kuthawy.

BDP shall only release cash amounts delivered to BDP in connection with the Security in
accordance with a joint wrilten direction duly executed by STS, Fortitude and Kulhawy,

18, i Kulhawy and Fortitude concurrently own any Class "F" Preferred Shares in the capital of
Commerx ("Class "F" Sharcs"), then Commerx hereby agrees that it shall not cause the
redemption or repurchase of any Class "' Shares held by Kulhawy until either: (i) all Class “F"
Shares held by Fortitude have been redeemed or repurchased by Comperx pursuant to their terms;
or (i) all Class "F* Shares held by Fortitude have been purchased and transferred to Kulbawy
pursuant to the terms and conditions hereof; and Kulhawy hereby agrees that he shall not issue a
redemption notice in respect of any Class "F" Shares held thereby until Fortitude no Jonger owns

any Clags "I Shares.

19. It is agreed and acknowledged by Kulhawy, Fortitude and STS that the Newterra Share Certificates
are being delivered 1o BDP to be held in trust pending a potential sale of the Newterra Shares,
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whether by Kulhawy individually ar in connection with a sale of Newterra shares by Kulhawy in
conjunction with other Newterra shareholders (a "Newterra Sale"). By no later than ten days prior
1o the consummation of a Newterra Sale, STS, Fortitude and Kulhawy shall jointly direct BDP to
deliver the Newterra Share Certificates to counsel for the purchaser of the Newterra Shares, in order
that the sale of the Newterra Shares can be conipleted.

[f: (a) Commerx defaults on its obligations to redecm the Fortitude Class “F® Shares in accordance
with their terms and the terms of this Agreement and Kulhawy is required to pay any or alf of such
obligations, whether directly under the terms of the Fortitude Guarantee or indireetly through the
excrcise of the Security; and (b) the entircty of the STS Guaranteed Amount has been paid in full;
then Fortitude shall transfer and deliver 1o Kulhawy, for no additional consideration, that number
of Fortitude Shares in respect of which Commerx has failed to pay the redemption amounts, plus
acerued and unpaid dividends, in respeet of such shares and which amounts are fully paid and
satisfied by Kulbawy, and Fortitude hereby agrees to execute and deliver any and all documents
and instruments as may be reasonably required in order to evidence and complele such transfer of
shares to Kulhawy.

Upon the satisfaction, in full, of the Fortitude Guaranteed Amounl and the STS Guaranleed
Amount, it is agreed and acknowledged by Fortitude and STS that: (a) Kulhawy, STS and Fortitude
shall jointly direct BDP to release to Kulthawy, or his nomince, all eash and other trust property,
including withoul limitation the Newterra Share Certificales, being held by BDP which have been
recejved in connection with the Security; and (b) Kulhawy, STS and Fortitude shall jointly direct
Commerx, Newterra and Lotus that no further amounts owing to Kulhawy shall be delivered to
BDP; and (c¢) all directions issued herein or pursuant to this Agreement or the Stock Purchase
Agreement which authorize the direction af funds to BDP ta satisfy the Fortitude Guaranteed
Amount and the STS Guaranteed Amount shall be automatically (erminated and of no further force

or effect,

Any notice, consent, waiver, direction or other communication required or permitted to be given
under this Agreement by a party herelo to any other party hereto shall be in writing and shall be
delivered by hand delivery, facsimile transmission, email ar (provided that the mailing party does
not know and should not reasonably have known of any disruption or anticipated disruption of
postal service which might affect delivery of the mail) by registered mail (postage prepaid),
addressed to the party to whom the notice is to be given, at its address for service herein. Any
notice, consent, waiver, direction or other communication aforesaid shall, if hand delivered or
delivered by facsimile {ransmission, or email, be decmed to have been given and received on the
date on which il was hand delivered or delivered by facsimile transmission or email to the address
provided herein (if 8 Business Day and, if not, the next succeeding Business Day) and if sent by
registered mait be deemed to have been given and received on the third Business Day at the point
of delivery following the date on which it was so sent.

The address for service for Kulhawy is:

Robert Kuthawy

4428 Manitla Road SE

Calgary, AB T2G 4B7

Facsimile: (403) 398-0755

FEmail: robert.kulhawy@ecommerx.com
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24, The address for service for Commerx is;

Commerx Corporation
4428 Manilla Road SE
Calgary, AB T2G 4B7

Attention; President
Facsimile: (403) 3980755
Email: rabert.kulhawy@commerx.com

25. The address for service for Fortitude is:

Fortitude Financial Investments Inc.
ST§ Corporate Centre

Suite 9, Haggatt Hall

St. Michael, Barbados

Aftention: Rob Follows
Facsimile: _
Email: rob@stscapital.com

26, The address for service for STS is:

STS Capital Partners Inc,
STS Corporate Centre
Suite 9, Haggatt Hall

St. Michael, Barbados

Attention: Rob Follows

Facsimile;

Email: rob@stscapital.com
27, The address for service for Lotus is;

Commerx Holdings LLC

c/o Lotus Innovations Fund I1, L..P,
5151 California Avenus, Suite 250
lrvine, CA 92617

Afttention: Christian Mack

Facsimile: .
Email: christian@lotus-innovations,com
28, Any party may change its address, facsimile number or email address for service by notice to the

Corporation, and such changed address for service thereafter shall be effective for all purposes of
this Agreement,

29, Any party delivering a notice pursuant to this Agreement, shall also send & copy, which shall not
constitute notice, to:

Bennet Jones LLP
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4500, 835 - 2nd Sireet S.W,
Calgary, Alberta 12P 4K7

Altention: Kristos latridis
Facsimile: (403) 265-7219
Email: intridisk@bennettjones.com

General

30,

af,

32,

33

34,

35,

36.

37.

38,

The parties hereto each covenant and agree that if, atany time afler the exccution of this Agreement,
any of the parties hereto shall reasonably consider and be advised that any further actions,
assignments or assurances are necessary or desirable 1o carry out the intent and accomplish the
purposes of this Agreement, according to its terms, al] the other parties will take such actions,
execute and make all such assignments and assurances and do all things necessary or desireable to
carry out the intent and nccomplish the purpases of this Agreement or otherwise consummate the
transactions contemplated by this Agrecment accarding (o its tertus,

No party hereto shall assign this Agreement, in whole or in part, to any other party without the prior
written consent of all of the padies hereto.

This Agreement shall be binding upon and enure (o the benefit of the parties hereta and their
respective successors and permitted assigns, as the case may be. Nothing herein, express or
implicd, is intended to confer upon any person, other than the parties hereto and their respective
successors and permitted assigns, any rights, remedies, obligations or liabilities under or by reasan
of this Agreement,

This Agreement and the Schedulos referred to herein constitute the entire agreement between the
partics hereto and, eicept as otherwise stipulated herein, supersedes all prior agrecments,
representations, warranties, statements, promises, information, arrangements and understandings,
whether oral or wriiten, express or iniplied, with respect to the subject matter hereof.

Any party hereto which is entitled to the benefits ol this Agreement may, and has the right to, waive
any term or condition hereof at any time; provided, however, that such waiver shall be evidenced
by written instrunient duly executed on behalf of such party,

Each of the provisions contained in this Agreement is distinct and severable and a declaration of
invalidity or unenforceability of any such provision or part thereof by a court of competent
jurisdiction shall not a(fec( the validity or enforceability of any other provision hercof.

This Agreement shall be gaverned by and construed in accordance with the laws of the Province
of Alberta and the lederal laws of Canada applicable therein.

The parties hereto shall, rom and afier the date hereof, do all such further acts and things and
exccute and deliver such further instruments, docuiments, matters, papers and assurances as iay be
reasonably requested by the other parties hereto to more offectually cerry out the true intent and
meaning of this Agreement.

This Agreement may be executed in any number of counterparts and by different parties on separate
counterparts, each of which, when executed and delivered. shall constitute an original and all of
which, when taken together, shall constitute one and the same agreement. Delivery of an executed
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counterpart of this Agreement by lacsimile transmission or in portable document format shall
constitute delivery of an executed counterpart of this Apreement. ’

[Remalnder of this page hay been intentionally left blank]
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IN WITNESS WIHEREQF, the parlies hereto have duly execuled this Agreement as of the date first
wrillen above,

FORTITUDE FINANCIAL INVESTMENTS INC.

Per;
Name:
Title:

STS CAPITAL PARTNERS INC,

Per:
Name;
Title:

COMMERX HOLDINGS LLC

Per:
Name:
Title:

WITNESS ROBERT E, KULHAWY

Signature Page  Settlement Agreement



IN WITNESS WHEREOF, the partics herelo have duly execuled this Agecement as of the date fimst
writien above

COMMERX CORPORATION

Per,
N
Fde:

FORTITUDE FINANCIAL INVESTMENTS INC.,

et ¥
P
- s g e o
6o _“L‘—;——,:’_. S

Per:
Nunw: Lo e /‘H(.) &L ey.F
litke: Qo 2 RA AR

STS CAPITAL PARUNERS INC,

P St Pl Fox
Nume m:dreyl?dm: Fox
tith Conlracts Manager

COMMERX HOLDINGS LLC

frers
N
fale,

WiTNESs T T T ROBERT E. KULHAWY

Vignature Page Sedtlentenr dgresment



IN WITNESS WHEREOT, the parties hereto have duly exceuted this Agreement as of the date first
wrillen above.

COMMERX CORPORATION

Per:
Name:
Title:

FORTITUDE FINANCIAL INVESTMENTS INC.

Per:
Namce;
Title:

STS CAPITAL PARTNERS INC,

Per:
Noame:
Tide:

COMMERX HOLDINGS LLC

Plilip Jowss
Per SCTSIIAZEIALED |
Name:  philip Jones
Title:  ganaging pirector
WITNESS ROBERT E. KULHAWY

Signature Puge  Settlement Agreement
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Marc Kellx ) _ "

From: Chris Simard {SimardC@bennettjones.com)

Sent: Wednesday, September 11, 2019 3:35 PM

To: Ryan Algar

Subject: Commerx Corporation - Claim of Fortitude Financial
Attachments: Fortitude Financial Notice of Disallowance of Claim.pdf
Ryan,

Attached is the Trustee's disallowance of Fortitude's claim. The BIA requires the Trustee to send this to your client by
registered mail, Can you please waive that requirement on behalf of Fortitude? Thanks

Chris Simard
Bennett Jones LLP

4500 Bankers Hall East, 855 - 2nd Street SW, Calgary, AB, T2P 4K7
T. 403 298 4485 | F. 403 286% 7219
E. simarde@benngttiones.can

Wl é\‘}“ %
BESTEMPLOYER @Q} A

HAYNUL] CAun, AT
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District of: Alberta

Division No. 02 - Calgary
Court No, 25-2483059
Estate No, 25-2483059

FORM 77
Notice of Disallowance of Claim, Right to Priority or Security or Notice of Valuation of Claim
(Subsection 135(3) of the Act)

In the malter of the proposal of
Gommerx Gorporation
of the City of Calgery, In the Province of Atberta

Fortitude Financial Investments Inc,
c/o Burnet, Duckworth & Palmer LLP
2400, 525 8h Avenue SW

Calgary, AB T2P 1G1

Take notice that:

As trustee (the "Truslee”) acting In the matter of the propasal of Commerx Corporation {"Commerx’, we have disaliowed
your claim {oryour right to a priority or your security on the property) in whole, pursuant to subsection 135(2) of the Bankruptoy
and Insolvency Act (the "Act"), for the following reasons;

Your clalm {s disallowed In its entirety. As at March 7, 2018, the day on which Commerx filed its Notice of Intention to Make
a Proposal, you had a claim pursuant to the December 30, 2016 Settlement Agreement for the redemption payment for your
Class 'F" Preferred Shares that Commerx was obligated to pay to you on June 30, 2017, but did not pay, That claim is an
equity claim pursuant to section 2 of the Act. The Proposal of Commerx only compromises and offers consideration to
unsecured creditors of Commerx, not equity claimants.

You have provided no explanation of the legal basis on which the Seltlement Agreement ought to be "unwound" and your
claim thal the January 5, 2016 Loan Agreement and the Seiflement Agteement could or should be unwound does not change
the fact that, as at March 7, 2019, your claim was an equity claim,

Notwithstanding the above, we note that the amount owing to you as an equity claim appears {o be significantly lower than
the amount you have claimed for the following reasons:

« You calculated $653,605.60 USD in interest owing from January 5. 2017 to Mar 7, 2019, whereas Commerx
calculates that you eamned $362,269.01 USD in dividends during that time based on the terms of the Settiement
Agreement;

- You have included $59,643.86 USD In legal fees paid to your legal counsel for which there daes not appear to be
any legal requirement for Commerx to pay;

Commerx has advised that there was an agreement to set off certain uneamed transaction fees paid by Commerx
{o STS Capital Partners Inc. against any amounts owed by Commerx to Fortilude Financial Investments inc.

And further take notice that if you are dissatisfied with our declsion in disallowing your clalm in whole or in part {or a right to
rank or your security or valuation of your claim), you may appeal to the court within the 30-day period after the day on which
this notice is served, or within any other period that the court may, on application made within the same 30-day period, aliow,



Dated at the CIfy of Calgary in the Province of Alberta, this 11 day of Septernber 2019,

Hardie & Kelly Inc. - Licensed Insolvency Trustee

(Bndr (=

110, 6800 2nd sneet sW
Calgar AB T2H OH
Phane: (:m) 777-9999 Fax: (403) 640-0591
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.
District of; Alberla
Division No, 02 - Calgary
Court No. 25-2483059
Eslale No. 25-2483059

FORM 77
Notice of Disallowance of Claim, Right to Priority or Security or Notice of Valuation of Claim
(Subseclion 135(3) of the Act)

In the matter of the proposal of
Commerx Corporation
of the City of Calgary, in the Province of Alberta

Fortitude Financial Investments Inc,
c/o Burnet, Duckworth & Palmer LLP
2400, 525 8t Avenue SW

Calgary, AB T2P 1G1

Take notice that:

As trustee (the "Trustee") acting in the matter of the proposal of Commerx Corporation ("Commerx™), we have disallowed
_ your claim (or your right to a priority or your security on the property) in whole, pursuant to subsection 135(2) of the Bankruptcy
and Insolvency Act (lhe "Act"), for the following reasons:

Your claim is disallowed in its enlirety. As at March 7, 2019, the day on which Commerx filed its Notice of Intention to Make
a Proposal, you had a claim pursuant o the December 30, 2016 Seftlement Agreement for the redemption payment for your
Class "F" Preferred Shares that Commerx was obligated {0 pay to you on June 30, 2017, but did not pay. That claim is an
equity claim pursuant to section 2 of the Acl. The Proposal of Commerx only compromises and offers consideration fo
unsecured creditors of Commerx, not equity claimants.

You have provided no explanation of the legal basis on which the Settlement Agreement ought to be "unwound” and your
claim that the January 6, 2016 Loan Agreement and the Settlement Agreement could or should be unwound does not change
the fact that, as at March 7, 2019, your claim was an equity claim,

Notwithstanding the above, we note that the amounl owing to you as an equity claim appears to be significanlly lower than
the amount you have claimed for the following reasons:

- You calculaled $653,605.60 USD in interest owing from January 5. 2017 to Mar'7, 2019, whereas Commerx
calculates that you earned $362,269.01 USD in dividends during that time based on the terms of the Settlement
Agreement;

- You have included $59,643.86 USD in legal fees paid to your legal counsel for which there does not appear to be
any legal requiremenl for Commerx to pay;

- Commerx has advised that there was an agreement to sel off certain uneamed iransaction fees paid by Commerx
fo STS Capilal Pariners Inc. against any amounts owed by Commerx to Fortitude Financial Investments Inc.

And further take notice that if you are dissatisfied with our decision in disallowing your claim in whole or in part (or a right to

rank or your securily or valuation af vniir elaim\ e may appeal to the court within the 30-dav nerind after the dau an uikick
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COURT FILE NUMBER

COURT

JUDICIAL CENTRE

DOCUMENT

ADDRESS FOR SERVICE AND
CONTACT INFORMATION OF
PARTY FILING THIS
DOCUMENT

DATE ON WHICH ORDER WAS
PRONOUNCED:

LOCATION OF HEARING OR TRIAL:

NAME OF JUDGE WHO MADE THIS
ORDER:

UPON THE APPLICATION of Hardie & Kelly Inc., the Proposal Trustee ("Proposal
Trustee") of Commerx Corporation ("Commerx"); AND UPON reading the Report of the
Proposal Trustee pursuant to sections 58(d) and 59(1) of the Bankruptcy and Insolvency Act,
RSA 1985 ¢ B-3 (the "BI4") dated September 23, 2019; AND UPON reading the Amended

WSLEGAL\058368\00011\23125291v7

CLERK'S STAMP

1801-16809

COURT OF QUEEN'S BENCH OF ALBERTA

CALGARY

IN THE MATTER OF THE BANKRUPTCY
AND INSOLVENCY ACT

AND IN THE MATTER OF THE PROPOSAL
OF COMMERX CORPORATION

ADJOURNMENT ORDER

BENNETT JONES LLP
Barristers and Solicitors
4500 Bankers Hall East
855 — 2 Street SW
Calgary, Alberta T2P 4K7

Attention: Chris Simard/Keely Cameron
Telephone No.: 403-298-4485/403-298-3324
Fax No.: 403-265-7219

Client File No.: 58368.11

Friday, October 11, 2019

Calgary

Madam Justice Dario



2.

Proposal of Commerx dated September 6, 2019 ("Amended Proposal'); AND UPON
considering the Proposal Trustee's application to approved the Amended Proposal (the
"Approval Application"); AND UPON hearing the applications of Fortitude Financial
Investments Inc. ("Fortitude) and Peter Trant to adjourn the Approval Application; AND
UPON hearing from counsel for the Proposal Trustee, counsel for Commerx, counsel for

Fortitude and counsel for Mr. Trant;
IT IS HEREBY ORDERED AND DECLARED THAT:

1. Service of the Proposal Trustee's Notice of Disallowance of the claim of Fortitude (the
"Disallowance") was effected on September 18, 2019, and Fortitude must file any appeal of the

Disallowance on or before the close of business on Monday, October 21, 2019.

2. The Approval Application is hereby adjourned to 2:00 p.m. on Friday, November 15,
2019. If Fortitude appeals the Disallowance, the hearing of its appeal (the "Disallowance
Appeal") shall be returnable at the same time, and shall be heard before the Approval
Application. The Approval Application and the Disallowance Appeal are hereinafter referred to

collectively as the "Applications".

s ]

3. The parties shall observe the following pre-hearing deadlines with respect to the

Applications:

(a) Fortitude shall file and serve all parties on the service list with its application
respecting the Disallowance Appeal, and all supporting evidence ("Fortitude's

Evidence"), on or before the close of business on Monday, October 21, 2019;

(b) any cross-examination on Fortitude's Evidence shall be conducted on or before

the close of business on Friday, October 25, 2019;

(c) any evidence to be submitted in response to the Disallowance Appeal or
Fortitude's Evidence ("Responding Evidence") shall be filed and served on the

service list on or before the close of business on Wednesday, October 30, 2019;

(d) any cross-examination on the Responding Evidence shall be conducted on or

before the close of business on Wednesday, November 6, 2019; and

WSLEGAL\058368\00011\23125291v7
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(©)

any Briefs of Argument with respect to the Applications shall be filed, served on

the service list and delivered to Madam Justice Campbell prior to 12:00 p.m.
Calgary time on Tuesday, November 12, 2019.

4. The costs of the Proposal Trustee's application scheduled to be heard on October 11,

2019 and the adjournment thereof may be spoken to at the hearing of the Applications.

JCQBA.

AGREED AS TO THE ORDER GRANTED:

BURNET, DUCKWORTH & PALMER LLP  BLAKE, CASSELS & GRAYDON LLP

Per: Per:
Ryan Algar Amanda Manasterski
Counsel to Fortitude Financial Investments Counsel to Peter Trant
Inc.
BURSTALL LLP VERJEE & ASSOCIATES
Per: Per:
Scott Chimuk

Zul Verjee, Q.C
Counsel for Commerx Holdings LLC
and Lotus Innovations Private Equity

Fund also known as Lotus Innovations
LLC

Counsel to Commerx Corporation
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COURT FILE NUMBER
COURT

JUDICIAL CENTRE

- DOCUMENT

ADDRESS FOR
SERVICE AND
CONTACT
INFORMATION OF
PARTY FILING THIS
DOCUMENT

Clerk's Stamp:

1801-16809 CLERK OF THE COURT
FILED
COURT OF QUEEN'S BENCH OF ALBERTA 0CT 21 2019
JUDICIAL CENTRE
CALGARY OF CALGARY

IN THE MATTER OF THE BANKRUPTCY AND INSOLVECY ACT

AND IN THE MATTER FO THE PROPOSAL OF COMMERX
CORPORATION

APPEAL OF NOTICE OF DISALLOWANCE

Burnet, Duckworth & Palmer LLP
2400, 525 - 8 Avenue SW

Calgary, Alberta T2P 1G1

Lawyer: Ryan Algar

Phone Number: (403) 260-0126

Fax Number: (403) 260-0332

Email address: ralgar@bdplaw.com
File no.: 074879-00001

NOTICE TO RESPONDENTS on the Service List attached as Schedule "A".

This application is made against you. You are the Respondents.

You have the right to state your side of this matter before the Judge.

To do so, you must be in Court when the application is heard as shown below:

Date: November 15, 2019
Time: 2:00 PM
Where: Calgary Courts Centre, 601 5 Street SW; Calgary, AB

Before Whom: The Honourable Justice G.A. Campbell

Go to the end of this document to see what else you can do and when you must do it.

9839339.1
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Remedy claimed or sought:

Fortitude Financial Investments Inc. ("Fortitude") seeks an Order, substantially in the form

attached hereto as Schedule "B"':

(@

®)

()

(d)

(e

declaring that the time for service of the within application and supporting materials (the
"Disallowance Appeal") be abridged, that the Disallowance Appeal is properly returnable
today and that service of this Disallowance Appeal on the service list attached hereto as
Schedule "A" is validated and deemed good and sufficient and time for service is abridged
to that actually given and that further service of the Disallowance Appeal be dispensed
with;

overturning the Notice of Disallowance (as defined below) issued by Hardie & Kelly Inc.
(the "Proposal Trustee") with respect to the Proof of Claim filed by Fortitude (the

"Fortitude Claim") in the proposal proceedings of Commerx Corporation ("Commerx");

directing that the Proposal Trustee shall consider Fortitude a "creditor" and the Fortitude
Claim to be a "provable claim" within the meaning of the Bankruptcy and Insolvency Act

(the "BIA") and Commerx's proposal proceedings (the "Proposal Proceedings");
granting Fortitude costs of this Disallowance Appeal; and

granting such further and other relief as counsel may advise and as this Honourable Court

may permit

Grounds for making this application:

Background

9839339.1

On or about August 16, 2019, Commerx's filed proposal to its creditors in the Proposal Proceedings,

which was later amended on September 6, 2019 (as amended, the "Proposal™).

On or about September 6, 2019, Fortitude filed the Fortitude Claim with the Proposal Trustee. The

Proposal Trustee disallowed the Fortitude Claim. As such, Fortitude was not entitled to vote at the

meeting of creditors with respect to the Proposal. Commerx's creditors who were permitted to vote

voted in favour of the Proposal.



-3-

On or about September 11, 2019, the Trustee issued a Notice of Disallowance of Claim, Right to
Priority or Security or Notice of Valuation of Claim with respect to the Fortitude Claim under
section 5.135(2) of the BIA (the "Notice of Disallowance"). On September 19, 2019, the Proposal

Trustee served the Notice of Disallowance on Fortitude.

On September 24, 2019, the Proposal Trustee filed its application seeking to have this Honourable
Court approve the Proposal, to be heard October 11, 2019 (the "Approval Application").

At the hearing of the Approval Application, Madam Justice Dario declined to approve the Proposal,

instead granting an Order (the "Adjournment Order") which states, among other things:

(a) the Approval Application was adjourned to be heard together with this Disallowance
Appeal; and

(b) Fortitude shall file and serve all parties on the service list with the Disallowance Appeal

on or before the close of business on Monday, October 21, 2019.

The Fortitude Claim is a Provable Claim

10.

11.

9839339.1

Fortitude originally advanced funds to Commerx (the "Loan") pursuant to the terms of a Loan

Agreement dated January 5, 2016 (the "Loan Agreement").

Pursuant to a request from Commerx, and in order to facilitate a transaction between Commerx and
Commerx Holdings LLC ("Lotus"), Fortitude entered into a December 30, 2016 Settlement
Agreement with, among others, Commerx, Commerx's principal Robert Kulhawy, and Lotus (the

"Settlement Agreement").

Pursuant to the terms of the Settlement Agreement, Fortitude agreed to convert the amounts owing
to it under the Loan into Preferred Shares of Commerx (the "Preferred Shares"), which were to

be redeemed by Commerx, and caused to be redeemed by Lotus, on June 30, 2017.

By virtue of holding the Preferred Shares, Fortitude neither intended nor sought to profit as an
equity investor in Commerx and, at all material times, the relationship between Fortitude and

Commerx has been one of lender and borrower.

The Fortitude Claim is a good and valid provable claim, should be accepted by the Proposal Trustee,

and Fortitude is in fact a creditor of Commerx.



12.

13.

14.

15.

16.

-4

The Proposal Trustee improperly disputed the Fortitude Claim.
The approval of the Proposal while excluding Fortitude as a creditor prejudices Fortitude.

By filing the Disallowance Appeal, Fortitude has, or will have, met the timelines set forth in
s.135(4) of the BIA, as amended by the Adjournment Order.

The Order sought is just and equitable in the circumstances.

Such further and other grounds as counsel may advise and as this Honourable Court may permit.

Material or evidence to be relied on:

17.

18.

19.

Affidavit of Robert Kulhawy, filed October 21, 2019.
Brief of Law of Fortitude, to be filed.

All pleadings and materials filed in the within action.

Applicable rules:

20.

The Alberta Rules of Court.

Applicable Acts and regulations:

21.

22.

Bankruptcy and Insolvency Act (Canada).

Such further and other acts and regulations as this Honourable Court may allow.

How the application is proposed to be heard or considered:

23.

9839339.1

Before the Honourable Justice G.A. Campbell on the Commercial List.

WARNING

If you do not come to Court either in person or by your lawyer, the Court may
give the applicant(s) what they want in your absence. You will be bound by any
order that the Court makes. If you want to take part in this application, you or
your lawyer must attend in Court on the date and at the time shown at the
beginning of the form. If you intend to rely on an affidavit or other evidence when
the application is heard or considered, you must reply by giving reasonable notice
of the material to the applicant




Schedule "A"

Service List

See attached.
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IN THE MATTER OF THE PROPOSAL OF COMMERX CORPORATION

ACTION NO. 1801-16809

SERVICE LIST

Party

Representing

BURSTALL LLP
Suite 1600, 333 — 7th Avenue SW
Calgary, AB T2P 271

Jasmin Dhaliwal
Phone: 403-234-3345
Email: dhaliwal@burstall.com

Scott C. Chimuk
Phone: 403-513-2637

Email: scottchimuk(@burstall.com

DS AVOCATES
150 Metcalfe Street, Suite 1401
Ottawa (Ontario) K2P 1P1

Jason Dutrizac
Phone: 613-319-9998
Email: jdutrizac(@dsavocats.ca

Justin Fogarty
Phone: 647-477-7318
Email: jfogarty@dsavocats.ca

Counsel for Robert Kulhawy,
President, CEO and Director of
Commerx Corporation

HARDIE & KELLY INC.
110, 5800 - 2nd Street SW
Calgary, AB T2H OH2

Marc Kelly

Phone: 403-777-9999

Fax: 403-640-0591

Email: mkelly@insolvency.net

Charla Smith
Phone: 403-536-8506
Email: csmith@insolvency.net

Proposal Trustee

9847841.1




Party Representing
BENNETT JONES LLP .
4500 Bankers Hall East Counsel for Hardie & Kelly Inc.,

855 2nd Street SW
Calgary, Alberta T2P 4K7

Chris Simard

Phone: 403-298-4485

Fax: 403-265-7219

Email: simardc@bennettjones.com

Keely Cameron
Phone: 403-298-3324
Email: cameronk@bennettjones.com

Michael Selnes
Phone: 403-298-3311
Email: selnesm(@bennettjones.com

the Proposal Trustee

BLAKE, CASSELS & GRAYDON LLP
855 2nd Street SW, #3500
Calgary, AB T2P 4K1

Keith Marlowe

Phone: (403) 260-9632

Fax: (403) 260-9700

Email: keith.marlowe@blakes.com

Amanda Manasterski
Email: amanda.manasterski(@blakes.com

Counsel for Peter Trant

BURNET, DUCKWORTH & PALMER LLP
Suite 2400, 525 8th Ave SW
Calgary AB T2P 1Gl1

David LeGeyt
Phone: (403) 260-0210
Email: dlegevt@bdplaw.com

Ryan Algar
Phone: (403) 260-0126
Email: ralgar@bdplaw.com

Counsel for Balinhard Capital

Counsel for Fortitude
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Party

Representing

VERJEE & ASSOCIATES
Suite 200, 128 — 2nd Ave SE
Calgary. AB T2G 5J5

Zul Verjee

Phone: (403) 384-0300

Fax: (403) 532-8870

Email: zul.verjee@verjee-law.com

Thomas Neeser
Email: thomas.neeser@verjee-law.com

FASKEN MARTINEAU DUMOULIN LLP
Suite 3400, 350 7th Ave SW
Calgary AB T2P 3N9

Gulu Punia
Email: gpunia@fasken.com

Counsel for Commerx Holdings
LLC and Lotus Innovations
Private Equity Fund also known
as Lotus Innovations LL.C

LOTUS INNOVATIONS, LL.C
4533 McArthur Blvd., Ste 5068
Newport Beach, CA 92660 USA

Christian Mack
Email: christian@lotus-innovations.com

Shareholders of Commerx
Corporation

GOVERNMENT OF CANADA, DEPT. OF JUSTICE

Suite 510, 606 4th St SW
Calgary AB T2P 1T1

Jill Medhurst-Tividar

Phone: 403-299-3985

Fax: 403-299-3966

Email: jill. medhurst@justice.gc.ca

Counsel for CRA
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Party Representing
FIELD LLP . -
Suite 400, 444 7th Ave SW Counsel for Kirk Davis

Calgary AB T2P 0X8

Erika Carrasco
Phone: 403:232-1781
Email: ecarrasco@fieldlaw.com

Doug Nishimura
Phone: 403- 260-8548
Email: dnishimura@fieldlaw.com
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Form of Order

See attached.
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Clerk's Stamp:
COURT FILE NUMBER 1801-16809
COURT COURT OF QUEEN'S BENCH OF ALBERTA
JUDICIAL CENTRE CALGARY
IN THE MATTER OF THE BANKRUPTCY AND INSOLVECY ACT
AND IN THE MATTER FO THE PROPOSAL OF COMMERX
CORPORATION
DOCUMENT ORDER (Appeal of Disallowance)
ADDRESS FOR Burnet, Duckworth & Palmer LLP
: 2400, 525 - 8 Avenue SW
SERVICE AND
: Calgary, Alberta T2P 1G1
Cm%%%ﬁnw OF Lawyer: Ryan Algar
‘ Phone Number: (403) 260-0126
PARTY FILING THIS i
DOCUMENT Fax Number: (403) 260-0332
Email address: ralgar@bdplaw.com
File no.: 074879-00001
Date On Which Order Was Pronounced: November 15, 2019
Name Of Judge Who Made This Order: The Honourable Madam Justice Campbell
Location Of Hearing: Calgary, Alberta

UPON Commerx Corporation ("Commerx") filing a proposal to its creditors pursuant to the
provisions of the Bankruptcy and Insolvency Act ("BIA"); "); AND UPON Commerx making an Amended
Proposal to its creditors dated September 6, 2019 (the "Amended Proposal"); AND UPON Hardie & Kelly
Inc. in its capacity as the proposal trustee of Commerx (the "Proposal Trustee") serving a Notice of
Disallowance with respect to the Proof of Claim (the "Fortitude Claim") filed by the Applicant, Fortitude
Financial Investments Inc. ("Fortitude; AND UPON the application of Fortitude appealing the Notice of

Disallowance (the "Disallowance Appeal");

9839339.1
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AND UPON having read the Disallowance Appeal, the Affidavit of Rob Follows, filed October

21, 2019, the Brief of Law of Fortitude, and the Affidavit of Service, filed; AND UPON hearing from

counsel for Fortitude, counsel for the Proposal Trustee, counsel for e, and any other parties present;

IT IS HEREBY ORDERED AND DECLARED THAT:

Service of Disallowance Appeal

I.

The time for service of the Application together with all supporting materials is hereby declared to
be good and sufficient and no other person is required to have been served with such documents,
and this hearing is properly returnable before this Honourable Court today and further service

thereof is hereby dispensed with.

Fortitude's Proof of Claim

2. The Notice of Disallowance is hereby overturned and the Proposal Trustee shall accept the
Fortitude Claim as a debt claim rather than an equity claim, subject only to such discrepancies as
to its value, to be determined among Fortitude, the Proposal Trustee and Commerx.

3. In the event that the parties are unable to agree on the value of the Fortitude Claim, they shall be at
liberty to apply to this Honourable Court to finally determine the same.

4. The Amended Proposal is of no force and effect and Commerx shall not file any further proposal
to its creditors until the value of the Fortitude Claim has been finally determined.

Miscellaneous

5. Service of this Order shall be deemed good and sufficient by serving the same on the persons listed

9839339.1

on the service list attached as Schedule “A” to the Application;

Justice of the Court of Queen’s Bench of
Alberta
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COURT FILE NUMBER
COURT

JUDICIAL CENTRE
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SERVICE AND
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INFORMATION OF
PARTY FILING THIS
DOCUMENT

0001

Clerk's Stamp:
CLERK OF THE COURT

A\

1801-16809 FILED

COURT OF QUEEN'S BENCH OF ALBERTA 0cT 21201

JUDICIAL CENTRE

CALGARY OF CALGARY

IN THE MATTER OF THE BANKRUPTCY AND INSOLVENCY ACT

AND IN THE MATTER OF THE PROPOSAL OF COMMERX
CORPORATION

AFFIDAVIT

Burnet, Duckworth & Palmer LLP
2400, 525 - 8 Avenue SW

Calgary, Alberta T2P 1Gl

Lawyer: Ryan Algar

Phone Number: (403) 260-0126

Fax Number: (403) 260-0332

Email address: ralgar@bdplaw.com
File no.: 076647-1

AFFIDAVIT OF ROB FOLLOWS

SWORN OCTOBER 18%, 2019

I, ROBERT CHARLES FOLLOWS, businessman, of St. Michael, Barbados MAKE OATH AND

SWEAR THAT:
L BACKGROUND
1. 1 am the Chairman and sole shareholder of Fortitude Financial Investments Inc., formally known

as Impact Investments Inc. ("Fortitude"). As such, I have personal knowledge of all matters

hereinafter deposed to except where otherwise stated, in which case I verily believe the same to be

true.

2. Fortitude was incorporated pursuant to the laws of the Cayman Islands with and maintains its

registered address at Corpserve Limited, 40 Linwood Street, PO Box 2503, Grand Cayman KY'1-

9840720.2
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1104. Attached hereto and marked as Exhibit ""1" is a Certificate of Incorporation on Change of
Name with respect to Fortitude.

3. Fortitude is the holding company for the global operations of STS Capital M&A Advisers Inc.
("STS"). STS was incorporated pursuant to the laws of Barbados and facilitates the sale of its
clients’ businesses to strategic buyers. Attached hereto and collectively marked as Exhibit 2" are

copies of a Certificate of Incorporation and Certificate of Amendment with respect to STS.

4, Fortitude's business is primarily focussed on lending to STS's clients. Fortitude often matches

outside lending rates or client-offered rates to support STS's clients.

5. Fortitude's only employees are myself, as Chairman, and my wife Jennifer Follows, who is the

President.
IL. THE LOAN AGREEMENT
A. Communication Prior to the Execution of the l.oan Agreement

6. On Monday, November 30, 2015, Robert Kulhawy and I exchanged emails with respect to a loan
sought by Mr. Kulhawy. A copy of that email correspondence is attached hereto and marked as
Exhibit "3" and includes the following:

(a) from Mr. Kulhawy:

The debt funding that we discussed this summer would allow us to
continue to move forward with aggressive organic growth. That would
allow us too [sic] build the business to the critical mass that would then
allow us to facilitate the high growth rollup plan as you outlined
previously.

... Now that the projects have started and I know how quickly we can ramp
the business up, I am reaching out to you see if we could arrange the note
we discussed ideally in the amount of $1,000,000 CAD. I would propose
that we match the same terms as the above mentioned note.

(b) my response to which included the following:

Perhaps you could confirm that you would like a note for $1M CDN at
18% per annum or are you offering 1.5% compounded.

9840720.2
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Are you thinking of this coming from a financial investor or are you
thinking of starting to reach out for startegic [sic] investors?

(c) to which Mr. Kulhawy responded:

The intention is that the $1 million CDN would be at 1.5% monthly which
is $15,000 interest paid on a monthly basis. That is how the formula works
on the note that we secured this fall to allow us to start these projects. If
the interest wasn’t paid monthly it would be compounded and accumulated
and then paid out at the end of the term. If it was compounded the rate
equates to aprox 20%. I think that is how it could work. I am open to any
of you [sic] suggestions as to how it might work best for you.

These funds allow us to keep ramping up and growing the business to a
scale where a strategic play makes sense.

I think these funds are financial in nature.

7. Shortly thereafter, in early December, 2015, Mr. Kulhawy contacted me to request a loan of
$1,000,000 USD from Fortitude. Fortitude's agreement to advance the funds was on the basis that

Mr. Kulhawy was going to post certain personal collateral to secure the loan.

8. During the course of mid-December 2015, Mr. Kulhawy and I exchanged e-mail correspondence,
copy of which is attached hereto and marked as Exhibit "4". That correspondence includes the

following:

(a) in an email from myself to Mr. Kulhawy:

I completely appreciate your personal guarantee, as does Jenny, we of
course trust you implicitly, but the challenge comes from the unexpected
events like deaths or disability that could set in, wherein extremely
imprudent, we are told not to lend without security.

... However [Fortitude's counsel] has also been very firm in advising that
we are not go ahead with the loan if there aren’t any assets offered as
security to the personal guarantee — in the event that something went very
wrong,

I am sure Jenny will be flexible in agreeing to have the security being
applied to the principal and not the interest, as she is only interested in

protecting the principal — as this is presented as debt and no equity.

(b) to which Mr. Kulhawy responded, among other things:

9840720.2
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I understand your request for security and comfort ensuring that this loan
will be paid back as per terms. I respect that and will list whatever I can
provide.
I continued to speak with Mr. Kulhawy approximately every day over the Christmas holidays, and
ultimately, Fortitude made the decision to advance the funds to Commerx.

The Loan Agreement

On or about January 5, 2016, Commerx and Fortitude entered into a Loan Agreement (the "Loan

Agreement"), a copy of which is attached hereto and marked as Exhibit "5".
Pursuant to the terms of the Loan Agreement:

(@) Commerx advanced the principal sum of One Million United States Dollars (USD
$1,000,000) (the "Loan"),

b the Loan was to bear interest the rate of 18% per annum, increasing to 24% upon the
g p

occurrence of an Event of Default (as defined in the Loan Agreement);
(c) the Loan was to be repayable on the Maturity Date, July 5, 2017,

(d) Mr. Kulhawy was to provide two mortgages (defined therein as the "Security
Agreements") over certain residential properties within 60 days of the date of the Loan

Agreement as security for his obligations under the guarantee in favour of Fortitude;
On or about January 6, 2016, the Loan was advanced.
Default Under the Loan Agreement

Ultimately, Mr. Kulhawy never granted the Security Agreements in favour of Fortitude and, in
August of 2016, Commerx defaulted on the interest payments payable under the Loan Agreement,
which constituted an Event of Default. As a result, from and after that date, the Loan accrued

interest at the rate of 24% per annum.
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THE SETTLEMENT AGREEMENT
Correspondence Prior to the Execution of the Settlement Agreement

To my knowledge, in or about October of 2016, Commerx entered into a Letter of Intent with
Commerx Holdings LLC ("Lotus") with respect to an additional transaction that would see Lotus

advance additional funds to Commerx.

In December of 2016, Mr. Kulhawy approached Fortitude with respect to converting the
outstanding amount owing under the Loan into preferred shares of Commerx in order to help

facilitate a transaction with Lotus.

On December 4, 2016, I received an email from Mr. Kulhawy, a copy of which is attached hereto
as Exhibit "6". That email states, among other things:

Rob,

The following is what I have been discussing with Christian and I think they can
approve relating to the Fortitude loan deferral.

Amount $1,075,000 USD as at Nov 30th 2016

Convert amount into a preferred class of shares, which we will call Class L
Class L shares would appreciate at a 6% yield

Stock warrants would be issued equal to 2% ( 112,175) of the outstanding
common shares would be issued to Fortitude at .0/share

Class L Shares will be purchased for face amount plus interest June 30th, 2017 or
before.

If for any reason Class L shares are not purchased by this time, then the interest
rate jumps to 24%

Class L shares First out on a sale or liquidation

Debt and yield/interest amount would be guaranteed by Lotus fund and would
additionally be supported by uncalled Capital

Lotus would enter into an exclusive sell side agreement with STS capital for the
eventual sale of Commerx. rates and terms to be mutually agreeable between
Lotus and STS.

To my knowledge, Lotus was unwilling to proceed with a transaction with Commerx unless

Fortitude converted the Loan into preferred shares of Commerx.

On December 21, 2016, I sent an unsigned letter to Mr. Kulhawy by way of email. Attached hereto
and collectively marked as Exhibit "7" are copies of (i) a screenshot evidencing the email and (ii)

the letter to Mr. Kulhawy. The letter states, among other things:
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As you are aware, Fortitude provided Commerx with a loan in the amount of
US$1,000,000 on January 5, 2016 (original in CDN and, at your request, changed
to US). The loan was advanced on the understanding that you would guarantee the
obligations of Commerx under the Loan Agreement and such guarantee would be
secured by: (i) mortgages over certain properties; and (ii) a direction to Newterra
Group Ltd. (acknowledged by Newterra) to pay over to Burmnet Duckworth &
Palmer LLP any proceeds from the sale of your Newterra shares. Based on your
assurances, I recommended to Jenny, as President of Fortitude, that Fortitude make
the loan to Commerx. At your request, Fortitude advanced the loan on the
understanding that this security would be promptly delivered to Fortitude;
however, this security was not provided as promised.

In the interest of moving forward with our relationship with you, Fortitude is
willing to agree to a renegotiation of the terms under which Commerx will pay the
amounts owing to Fortitude, subject to your personal commitment to deliver on the
promises you have made, namely that you will personally undertake to ensure
repayment of the Fortitude loan by Commerx (now in the form of the redemption
of preferred shares).

The Settlement Agreement

On or about December 30, 2016, Mr. Kulhawy, Commerx, Fortitude, STS and Lotus entered into

the Settlement Agreement (the "Settlement Agreement"), a copy of which is attached hereto and

marked as Exhibit "8". The recitals to the Settlement Agreement include, among other things:

(a)

(b)

(©)

Lotus agreed to purchase 51% of the Class "A" voting shares in the capital of Commerx
from Mr. Kulhawy for USD $2,00,000, extend a USD$3,000,000 working line of credit

and invest additional equity into Commerx (the "Lotus Transaction")

in connection with the Lotus Transaction, Lotus has requested that Fortitude convert all
principal and accrued interest payable under the Loan Agreement (the "Fortitude Loan
Conversion") into redeemable non-voting Class "F" preferred shares of Commerx (the

"Preferred Shares"); and

Fortitude has agreed to the Fortitude Loan Conversation on the condition that Mr. Kulhawy
provide a personal guarantee in favour of Fortitude pursuant to which Mr. Kulhawy shall
guarantee Commerx's obligations in respect of the redemption of the shares to be issued to

Fortitude pursuant to the Fortitude Loan Conversion.

Paragraph 2 of the Settlement Agreement provides that Commerx was required to hold a special

meeting of its shareholders for the purpose of, among other things, amending its articles of
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incorporation in the form attached as Schedule "D" thereto (the "Articles of Amendment"). The

Articles of Amendment state, among other things:

(e) ...the Class "E" Preferred Shares and the Class "F" Preferred Shares, or any
part thereof, shall be subject to redemption or repurchase, at any time and from
time to time, at the option of the Board, without the consent of the holders thereof,
provided that all Class "E" Preferred Shares and Class "F" Preferred Shares shall
be redeemed or repurchased on or prior to June 30, 2017; on payment for each
Class "E" Preferred Share and Class "F" Preferred Share to be redeemed or
repurchased at an amount equivalent to:

ii. in the case of the Class "F" Preferred Shares, the Class "F" Redemption
Amount plus an amount equal to all accrued and unpaid dividends thereon.

(g) without limiting the generality of paragraph 2(e) and the obligations of the
Corporation thereunder, if the Corporation fails to redeem or repurchase any Class
"E" Preferred Share or Class "F" Preferred Share on or prior to June 30, 2017 due
to the requirements of applicable law or otherwise, the rate at which Class "E"
Preferred Shares and Class "F" Preferred Shares shall be entitled to receive
cumulative dividends shall be 24.0% per annum, calculated and accruing daily and
uncompounded, of the Class "E" Redemption Amount (in the case of Class "E"
Preferred Shares) or the Class "F" Redemption Amount (in the case of Class "F"
Preferred Shares), as applicable, until the date that such shares are redeemed or
repurchased by the Corporation in accordance with their terms;
The dividend rate after June 30 , 2017 set forth in the Articles of Amendment was agreed upon to

match the interest payable on the Loan after an Occurrence of an Event of Default.

Paragraph 4 of the Settlement Agreement also provides that, on June 30, 2017 (the "Redemption
Date") Commerx shall and Lotus shall cause Commerx to, redeem the Preferred Shares by paying
to Fortitude the aggregate redemption amount plus all accrued and unpaid dividends. In the event
that the shares were not redeemed on the Redemption Date, the cumulative dividend rate would

increase to 24%.
Redemption of the Preferred Shares

Commerx Corporation did not redeem Fortitude's Class "F" shares on the Redemption Date, as
required by the Settlement Agreement, Accordingly, on July 19, 2017, Fortitude's counsel delivered
a Notice of Redemption to Commerx together with demands for payment to Commerx and Lotus,

copies of which are collectively attached hereto and marked as Exhibit "9"'.
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At all material times, Fortitude has considered and conducted itself as a lender to Commerx.
Fortitude never sought to invest or become an equity hoider of Fortitude. The true nature between

Commerx and Fortitude was that of lender and borrower.

Fortitude did not seek to acquire the Preferred Shares in an effort to profit from the increase in
value of Commerx. Rather, Fortitude agreed to convert the Loan into the Preferred Shares on the

basis that it would see the Loan repaid within a six-month period.
To date, Commerx has not repaid the amounts advanced under the Loan.

1 make this Affidavit in support of Fortitude's application to classify the amounts owed to it by
Commerx as a debt claim such that Fortitude is considered a creditor (rather than an equity holder)

in Commerx's proposal proceedings and for no improper purpose.

SWORN BEFORE ME at the City of Toronto, in )
the Province of Ontario this 18" day of October,

kD

A ¥otary Public in and for the Province of ROBERT FOLLOWS
Ontario

9840720.2
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FORM 3

COMPANY NO. 35465

COMPANIES ACT OF BARBADOS

CERTIFICATE OF INCORPORATION

STS CAPITAL PARTNERS SECURITIES INC.

Name of Company

I hereby certify that the above-mentioned Company, the Articles of Incorporation of
which are attached, was incorporated under the Companies Act of Barbados.

Wm//

(A :Aof&zg Registrar of Companies

January 6th, 2012

Date of Incorporation
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FORM 6

COMPANY NO. 35465

COMPANIES ACT OF BARBADOS

CERTIFICATE OF AMENDMENT

STS CAPITAL PARTNERS M&A ADVISERS INC.

Name of Company

I hereby certify that the Articles of the above-mentioned
company were amended

[] Under Section 15 of the Companies Act in accordance with
the attached notice;

[] Under Section 33 of the Companies Act as set out in the
at?&tticles of Amendment designating a series of shares;
[J-Under Section 203 of the Companies Act as set out in the
attached Articles of B2AmendmentfRe—eoxganisation Arrangement/

-Srder

Domina 3.Cad ngion

Registrar of Compah?es @5

April 10th, 2017
Date of Amendment




i, Name of Company
STS CAPITAL PARTNERS SECURITIES INC.

Company Number
35465

COMPANIES ACT OF BARBADOS
(Section 33 and 203)

ARTICLES OF AMENDMENT

The articles of the above named company are amended as follows:

0014orm 5

Pursuant to sections 197(1)(a) of the Companies Act, Cap. 308, of the laws of Barbados, the Articles of
Incorporation be amended to change the name of the Company from ST5 Capital Partners Securities Inc. to
STS CAPITAL PARTNERS M&A ADVISERS INC.

The annexed Schedule is incorporated herein.

Date: Signature: | _ e R AL Title:
April 1, 2017 A a Director
Kristin A. Boland
Cate: Signature: Title:
Date: Signature: | Titler
For Ministry use only
Company Number: Filed;
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COMPANIES ACT OF BARBADOS
(Section 33 and 203}

ARTICLES OF AMENDMENT

Name of Company
STS5 CAPITAL PARTNERS SECURITIES INC.

Company Number
35465

SCHEDULE
RESOLVED: as a special resolution of STS CAPITAL PARTNERS SECURITIES INC.

RESOLVED:

1. That pursuant to section 197{1)¥a) of the Companies Act, Cap. 308, of the laws of Barbados the
name of the Company be changed from STS CAPITAL PARTNERS SECURITIES INC. to
STS CAPITAL PARTNERS M&A ADVISERS INC.

2. That any one Officer of Director of the Company is authorized and directed on behalf of the
Company to deliver Articles of Amendment, in duplicate, in the prescribed form to the appropriate
autherities under the Companies Act and to sign and execute all documents and do ali things
necessary in connection with the foregoing.

3, That the Board of Directors of the Company is hereby authorized to revoke this Special Resolution
without approval of the Shareholders of the Company at any time before it is acted upon.

I, KRISTIN A. BOLAND, a director of STS CAPITAL PARTNERS SECURITIES INC., do certify
that the above is true and correct copy of a special resolution of the shareholders duly adopted by the
Company on the 10™ day of January, 2017 and that such resolution is now in full force and effect.

Dated this 1st day of April, 2017.

‘b{/uﬂw CAS e
KRISTIN A. BOLAND T~
DIRECTOR
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From: Robert Kulhawy

Sent: Monday, Novemb e, oo, cuae s s s 1

To: Rob Follows

Cc: Sarah Blakebrough

Subject: Re: commenrx/Alfernate working capital requirements

Rob,
Thanks for your response and always nice comments.

The intention is that the $1 muillion CDN would be at 1.5% monthly which is $15,000 interest
paid on a monthly basis. That is how the formula works on the note that we secured this fall to
allow us to start these projects. If the interest wasn’t paid monthly it would be compounded and
accumulated and then paid out at the end of the term. If it was compounded the rate equates to
aprox 20%. I think that is how it could work. I am open to any of you suggestions as to how it
might work best for you.

These funds allow us to keep ramping up and growing the business to a scale where a strategic
play makes sense.

I think these funds are financial in nature.

Sarah nice to meet you via e-mail. Let me know some times that are available this week and [
will confirm a time right away.

Sincerely

Robert
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OnNov 30, 2015, at 10:11 AM, Rob Follows « CwWrote:

Thank you very much Rabert, on your kind update and congratulations on your good
work.

I am happy to have a call with you to discuss this, this week or next, if that Is better, I
have copied Sarah here wha can find a convenient time for us.

Perhaps you could confirm that you would like a note for $1M CDN at 18% per annum or
are you offering 1.5% compounded.

Are you thinking of this coming from a financial investor or are you thinking of starting to
reach out for startegic investors?

Warm regards,

Rob

Roty Follows

CEO - 575 Capital Partners

Helping families and entrepreneurs on their path from Success to Significance through
strategic M&A

From: Robert Kulhawy

Sent: Monday, Novemper 3u, ZULD 2151 AV

To: Rob Follows

Subject: commerx/Aiternate working capital reguirements

Rob,

I trust all is well in your world.

(I am actually on a plane enroute to Mexico City at present).

As an update further to our conversation this summer.

Our investments in becoming a leading provider of Network transformation
services to telecom carriers is yielding real results in that we have been very
successful in winning new business over the last number of months.

We have secured business with Ericsson Mexico, Alcatel Lucent Mexico, Ciena
in Canada, Ericsson USA and IBM global. We expect to receive additional orders
1n the short to mid term from both existing and new clients.

We have worked hard to set up our business in Mexico.

This is very good however with every order/mew project there are significant start
up and working capital costs. Staff need to be recruited, on boarded, trained,
outfitted with specialized tools and hardware. By the fime they complete projects,
invoices are approved and the invoices paid it is aprox 120 days until any iumitial
monies are received.

As such with every new client there are significant upfront and working capital
requirements.

We are currently in a chicken and egg scenario in that we have all this new
business, however we can not complete or take advantage or start all these
opportunities without additional working capital.

We have received EDC approval for the receivables on each of our clients
projects.

This will facilitate the ability for us to margin up to 90% of these receivables at
conventional banking terms. Over the coming months this will help, however it
does not help in the short term or mid term with start up cests and the inifial
working capital costs.
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With adequate working capital we are in a position to support the companies
ability to grow exponentially.

We have started a number of these projects and have embarked on the pursuit of
this growth. However we have exhausted our resources and need to add necessary
working capital as soon as possible to satisfy our obligations.

We have the opportunity to grow organically at minimum 4 fold in the next 2
years to an annual run rate of aprox $40,000,000 plus.

The debt funding that we discussed this summer would allow us to continue to
move forward with aggressive organic growth. That would allow us too build the
business to the critical mass that would then allow us to facilitate the high growth
roltup plan as you outlined previously.

With the growth in the requirement for network transformation services within the
Telecom industry that is happening today and will continue to escalate over the
coming years, the more I think about it the more | think the timing is right to
move forward with an aggressive growth/rollup plan.

I like your logic and the win/win proposition that you outlined.

The delta between our achieving this objective of exponential organic growth and
what we can finance from conventional banking sources is aprox $1,750,000
CAD from outside sources.

I did secure a loan this fall (September) that allowed us to start executing on the
business we had secured 1 Mexico in the amount of $400,000 CAD. The terms of
the note were 1.5 % interest paid monthly.

Now that the projects have started and I know how quickly we can ramp the
business up, I am reaching out to you see if we could arrange the note we
discussed ideally in the amount of $1,000,000 CAD. I would propose that we
match the same terms as the above mentioned note.

I would secure the other aprox $350,000 CAD as needed afterward and
realistically sometime in January or February.

1 am convinced that the business of network transformation within the Telecom
sector 1s the place to be over the next few years and I like the idea of coming
together with you to take advantage of the opporiunities available.

I am excited and ready to to do the work necessary to make this happen.
Hopefully this makes sense and is in line with your thinking.

Sincerely

Robert

Mobile 403-804-3737

Robert Kulhawy
President & CEQ

11 403.301.3883 ext. 222 1 d03.265.3260 ext. 119
f: 403.388.0755
W

Robert Kulhawy
President & CEO
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From: Robert Kulhawy -
Date: December 17. 201, ai 7.0 12 A Ao

-, Jennifer Jones

AR RN L AR AJTFEANE LW S ULLIAIIRA AR W UL BFUS LAV

Rob,

I am glad you were able to get out and get some runs in. I hope Jenny is also getting in some
good runs (just not to strenuous runs).

I look forward to talking to you later today after you talk to Michael.
Let me know whatever I can do to assist to help finalize this.
Thanks again

Sincerely

Robert

Mobile 403-804-3737

On Dec 16, 2015, at 11:10 PM, Rob Follows Twrote:
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From: Robert Kuihawy

Sent: Wednesday, December 16, 2015 11:53 AM
To: Rob Follows

Cc: Sarah Blakebrough

Subject: Re: Loan to Commerx Corporation

Rob,

Great to be with you on the call this A.M. I admire and respect how you are
having Jenny lead your personal investment company. It is the right thing to do
for so many reasons. [ appreciate you and Jenny and your family.

I will work with you directly to find way’s to ensure that you have additional
comfort as it relates to this loan. At the bottom of this e-mail I have listed a
number possible options please review and we can discuss what would work for
yOLL

This is an interesting situation for me as we have been working for years to
develop the technology, expertise and credibility to become leaders in the field of
Network Transformation within the telecom industry.

This effort is paymg off, the company has a great reputation within the industry,
has a strong balance sheet, is profitable and is in the right place at the right time.
As mentioned we have as much business as we can fund the working capital for.
{As we add in the working capital this allows us to increase revenues and with
scale our profits and margins increase dramatically).
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This is the best business opportunity I have ever been involved in.

To get to this point [ have first utilized my personal resources. (Which is why we
have a strong balance sheet).

As I mentioned on our call Verizon (USA) which is among our largest clients has
unilaterally changed their terms of payment over the last year from 15 days to 97
days the result has been the requirement of over $1,000,000 in additional working
capital just to fund the change in their terms. Given our growth opportunities
Verizons decision to unilaterally change their payment terms was not good timing
for us. for us. (Fortunately we are seeing the margins in their business increase
slightly to partially compensate for same).

Fortunately the clients have strong covenants and are all respected global
companies such as Ericsson, Alcatel-Lucent, Genband, IBM, Cienna, NSN,
Verizon and soon to be Huawei. (We have met with Huawei on a number of
occasions they have offered us as much business as we can handle, we just do not
have the working capital at present to even start with them).

As the revenues increase we have EDC insurance in place that will allow us to
organize and fund the majority of this growth through traditional bank financing.
It is this loan from you that will allow us to pay for the tools, recruiting, on
boarding, training and paying these resources until the funds can be margined and
the clients can pay as per their terms. We are well on our way moving forward in
the execution of this plan. (Which is why my biggest priority at present is to
complete this financing/loan with you).

I understand your request for security and comfort ensuring that this loan will be
paid back as per terms. I respect that and will list whatever I can provide.

My personal assets that [ would be relying on to pay this loan in the event of
default are as follows. To be clear the commerx is not going out of business, it is a
vibrant, growing corporate entity.

I have significant share holdings in newterra Environmental which is a very
successful company that I founded in 1992 was CEO for the first 9 years and
Executive Chairman for 12 years, I am still a member of the board of Directors.
newterra has won Deloittes 50 best managed companies in Canada award for the
last 7 years. It is a leader in the technology and manufacture of waste water
treatment equipment world wide. It has 5 physical factories. It is a high growth

story.

The P/E groups that now control the company have their warrants expire in
October 2018. As such it is in their interest to conclude any liquidity event prior
to that time. There is a lot of interest in the company and at present they have a
person full time working on creating said liquidity event. Their intention is to exit
as soon as they negotiate terms with a buyer that meet their target price. If they
achieve their target price my drag along portion of the exit would be aprox
$30,000,000 While I believe that is possible I personally think that number is
aggressive and the exit while it will be at a very significant number it will not be
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that high, even half that number would be a very good exit for me and the P/E
groups.

While this is clearly one source that I would receive funds from there is a clause
in the USA that precludes any shareholder from directly pledging their shares as
collateral. Which is why my personal guarantee while ensuring that any debt is
paid does not breach the existing newterra USA.

In addition I have a number of other assets that while at this time individually do
not cover the amount of this loan. Collectively they certainly do. These assets
include some RSP’s, an illiquid and not a good time to sell Oil and gas portfolio,
Boats, a significant wine cellar (worth a few hundred thousand dollars). equity
within 4 different personal properties. (all have first mortgages, none have second
mortgages). In the event of default I would sell as many as required along with
other investments to pay the loan. (Best covered by the personal guarantee).

In the event if I was “Run over by a proverbial bus”. I can offer the following.
The company has a §1 million London life insurance policy on my life. I could
name you as the beneficiary and assign the proceeds of same to pay out the loan
in the event of my untimely demise.

As Michael Martin has mentioned the company has existing security agreements
in place. However we could add a security agreement that although it would be
sub-bordinate to banks etc it would put you ahead of any other creditors in the
event of default.

Another option would be that I could pledge my common shares in commerx to
you as additional security to the loan. Which in the event of default gives you
control of the company ( I own aprox 80% of the company).

In all my years in business I have never not paid a lender a loan in its entirety and
with interest. I have no intention of ever changing that.

After you review this information lets have a brief discussion and you can advise
what security that I have access too that I can provide.

Let me know what time works for me to give you a quick call later today.
P.S. Please get some turns in.

Sincerely

Robert

Mobile 403-804-3737
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On Dec 16, 2015, at 8:03 AM, Rob Follows - - wrote:

Thanks a million Robert

I'm sincere about giving Jenny the management lead on owr investment
company and to be sure that we have good counsel on any transaction,
and the strong advise that Jenny has received is to only lend with proper
security, to cover the loans.

I completely appreciate your personat guarantee, as does Jenny, we of
course trust you implicitly, but the challenge comes from the unexpectad
events like deaths or disability that could set in, wherein extremely
imprudent, we are told not to iend without security,

We have taken advice from a local lawyer Michael Martin who is quite
experienced in this area and is willing to provide the decuments that you
have agreed to use, which is great. However Michael has also been very
firm in advising that we are not go ahead with the loan if there aren't
any assets offered as security to the personal guarantee — in the event
that something went very wrong,

I am sure Jenny will be flexible in agreeing to have the security being
applied to the principal and not the interest, as she is only interested in
protecting the principal — as this is presented as debt and no eguity.

I look forward to our call today at ilam EST.

Warm regards,

Rob

Rob Follows

CEO - 5TS Capital Partners

Helping families and entrepreneurs on their path from Success fo
Significance™ through strategic M&A

From: Robert Kulhawy

Sent: Tuesday, December 15, 2015 9:28 AM

To: Rob Follows

Cc: Sarah Blakebrough

Subject: Re: Loan to Commerx Corporation

Rob,

Telluride sounds outstanding. I am glad you arrived in time for
such terrific conditions. I hope that you and your family are able to
have a wonderful Christmas and enjoy some great snow and great
time together. Please encourage Jenny to be a little careful as she
ski’s this winter.
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Although I am not familiar with Michael Martin, BD&P is a
respected law firm. (They have a reputation for being very good
and very tough) One of my forum mates wives has worked there
for many years as a senior attorney/rain maker.
I am happy to use their firms standard loan agreement and also
their personal guarantee forms. Upon receipt I will take the
personal guarantee form to my attorney to have it notarized and
certified as per Michael’s advice.
As per our previous discussions my personal guarantee (Notarized
and certified) is my best security.
I look forward to receiving the forms and documents from Michael
and concluding everything this week.
Sarah,
Let me know what times work best for Rob for a call tomorrow
(wednesday). I have a lunch meeting from 12:00-1:30pm
wednesday everything else I can move around to what works best
in Rob’s schedule. Maybe first thing in the A.M. before he jumps
into the powder at Telluride? I never want to get in between a man
and his opportunity to make fresh tracks.
Sincerely
Robert
On Dec 15, 2015, at 7:37 AM, Rob Follows <rob(@stscapital.com>
wrote:

Thank you Robert, I hope you had a nice weekend too.
We arrived just in time for 10 inches of snow in
Telluride, which is great news and its still snowing — so
hopefully we will catch up with all the snow that you
have. The family have decided to buy in Whistler, and
will start the search this year, but Jenny love’s Telluride,
so she is having fun being back.

On the loan, its seems that Barbados is a better
jurisdiction, so we will plan to lend from one of our STS
companies in Barbados. I have asked for some local help
in Alberta, from Counsel, and spoke to a Michael Martin
late Friday afternoon, who is highly recommended and is
happy to work quickly to facilitate getting the paper
work in place so that we are both happy with the
agreement — so hopefully we can complete this week.
Michael has a Tax Partner who will help with the
withholding’s issue and I hope to speak to them later
today.

Please find Michael’s note below, Michael is suggesting
using their firms forms and asking what securities are
provided to support the personal guarantee.

I look forward to hearing back from you on the
securities of the loan, which I am happy to be flexible on
but in the event that something did happen to you,
would there be security to cover the loan.

If it is ok with you, I will ask Micahel to send you his
forms and documents, and we can follow up with a call.
I have copied my assistant Sarah, who can help arrange
a call for us tomorrow or later in the week.

I look forward to speaking to you soon.

6
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Warm regards,
Rab

Rob Follows

CEO - STS Capital Partners

Helping families and entrepreneurs on their path from
Sticcess to Significance™ through strategic M&A

From: Michael Martin

Sent: 14 December 2015 1974

To: Reb Follow

Ce: leff Fortin

Subject: RE: Loan 1o commerx Lorporation

Rob,

I am writing to follow on our discussion.

I have reviewed the draft agreement and personal
guarantee provided to you by Commerx Corporation.

As discussed, we will prepare drafts of a loan agreement
and guarantee using our forms. For example, the
agreement provided by Commerx 18 a Line of Credit
Agreement, which makes references to advances,
authorized limits, etc. 1 think it will be simpler to use our
form of document, which would contemplate a one-time
loan.

Similarly, our form of personal guarantee will be more
fulsome, including the typical waivers of defences, etc.
Also, as mentioned in our call, under the Guarantees
Acknowledgment Act (an Alberta statute}, no guarantee
made by an individual in Alberta is enforceable unless it
is executed in front of a lawyer and the lawyer completes
the prescnibed cernficate.

Lastly, is it contemplated that the borrower or the
guarantor will provide any security {in the form of a
charge over all of their respective assets or certain
specific assets)?

Best regards,

Mike

Michael Martin

BURNET, DUCKWORTH & PALMER

LLP Law Firm
Email
Address :

The inforrmation transmitted is intended only for the addressee and may
contain confidential, proprietary andior privileged material. Any
unauthorized review, distribution ar other use of or the taking of any action
in reliance upon this information is prohibited. If you received this in errar,
please contact the sender and delete or destroy this message and any
copies.

Robert Kulhawy
President & CECQ

t: 403.301 3863 ext. 222 1 403,265 3200 ext. 119

7
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President & CEG
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From: Robert E. Kulhawy <robert.kulhawy@commerx.com>

Sent: Tuesday, December 13, 2016 4:56 PM

To: Charlotte Blumenshein <cblumenshein@stscapital.com>

Subject: Fwd: STS schedule, Fortitude schedule, Valuation, Fortitude Loan extention

Charlotte,

The Fortitude loan terms were resent on Dec 4th and 5th again as requested and as attached.

Robert

Begin forwarded message:


mailto:robert.kulhawy@commerx.com
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From: Chariotte Blumenshein -

Subject; RE: STS schedule, F viuiuus svisumie, vamuauws, ~ortitude Loan extention
Date: December 5. 2016 at 1:19:587 PM MST

To: "Robert E. KL

Cc: Rob Follows -

Thanks Robert. We are making some excellent progress today en many of these points. Thank you for
this.

On the Fortitude security, | just spoke with Rob on this, and we really do appreciate the sentiment you
expressed stating that you would back the payment. But as | know you understand and appreciate here,
Rob and Jenny will need to take advice from the lawyers here, and their advice is that there are things
that need to be done still to perfect the security.

All the best,

Charlotte Blumenshein
Project Manager

STS Capital Partners
Telephone: +1-309-751-4781
Cell: +1 246-233-3219

Skvpe: charlotte.blumenshein

\

Siy UAPSI'M, l;AR'['NERS
Internationht Mergers & Acquisitions [FRART TR

Helping families and entrepreneurs on their path from Success to Significance™ through strategic
ME&A

Please contact us to learn about aur “Deal af the Yeor” award and other STS case studies thot demonstrote how we
help moximize vajue for our clients when selling their businesses.

This e-mall, including any attachment, is confldential and may be privileged or atherwise protected from disclosure, If you have received this e-
mail in error, please notify me immediately by telephone and destroy all copies.

From: Robert E. Kulhawy

Sent: Monday, Decembe v, curu wuL Fin

To: Charlotte Blu

Cc: Rob Follows

Subject: Re: STS scneaule, Forutude schedule, vVatuation, Fortitude Loan extention

Charlotte,
My comments beside yours

Robert
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On Dec 5, 2016, at 12:38 PM, Charlotte Blumenshein - wrote:

Hi Robert. Thanks too for your time this morning. | have added a few critical notes
below for further clairity ir

All the best,

Charlotte Blumenshein
Project Manager

ST5 Capital Partners
Telephone: +1-309-751-4781
Cell; +1 246-233-3219

Skype: charlotte.blumenshein

)02.jpg>

Helping families and entrepreneurs on their path from Success to
Significance™ through strategic MBA

Please contact us to fearn about our “Deol af the Year” award and other 575 case studies that
demanstrate how we help maximize value for our clients when selling their businesses.

This e-mail, including any attachment, is confidential and may be privileged or otherwise protected from disclosura. If you
have received this e-mail in error, piease natify me immediately by telephone and destroy all copies.

From: Robert E. Kulhawy

Sent: Monday, December v~ nvm v v

Ta: Charlotte Blumenshein ; Rob Follows
aupject; Ke: > 1> scneaule, Fortitude schedule, Valuation, Fortitude Loan extention
Charlotte/Raob,

It was good to talk to you today

We have agreed to the following changes/evaluation.

RFK will izenie 375 ON0 ~lace “A” commann charec ta STS ranital (Thic ren]aces

Fartitnde will reciire a onarantee frnm T .ntie fitnd fiirther epriired hv 1inealled
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REK will aosree tn leave as is. his nersonal enarantee’s that are currentlv in nlace

STS to discess with Lotus as to how to secure anv unnaid nortion of its fees to

All other tenms remain as per the notes and schedules as per the most recent
documents sent by REK

Trusting the above is in order and thanks again for your assistance.
Sincerely

Commerx corporation
Robert Kulhawy

President and CEO

Direct 403-301-3883 ext 222
Mobile 403-804-3737

Rob,

The following 1s what I have been discussing with Christian and I
think they can approve relating to the Fortitude loan deferral.

Amount $1,075,000 USD as at Nov 30th 2016

Convert amount inio a preferred class of shares, which we will call
Class L

Class L shares would appreciate at a 6% vyield

Stock warrants would be issued equal to 2% ( 112,175) of the

4
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outstanding common shares would be issued to Fortitude at
.O/share
Class L Shares will be purchased for face amount plus interest
June 30th, 2017 or before.

If for any reason Class L shares are not purchased by this time,
then the interest rate jumps to 24%

Class L shares First out on a sale or liquidation

Debt and yield/interest amount would be guaranteed by Lotus fund
and would additionally be supporied by uncalled Capital

Lotus would enter into an exclusive sell side agreement with STS
capital for the eventual sale of Commerx. rates aud terms to be
mutually agreeable between Lotus and STS.

Sincerely

Commerx Corporation
Robert Kulhawy

President and CEQ

Direct 403-301-3883 ext 222
Mobile 403-804-3737

On Dec 4. 2016. at 9:44 PM. Robert E. Kulhawy
- wrote:

Rob,

The following is what { have been discussing with Christian and
| think they can approve relating to the Fortitude loan deferral.

Amount 1,075,000 USD as at Nov 30th 2016

Convert amount into a preferred class of shares, which we will
call Class L

Class L shares would appreciate at a 6% yield

Stock warrants would be issued eguai to 2% { 112,175) of the
outstanding common shares would be issued to Foritude at
.O/share

Class L Shares will be purchased for face amount plus interest
June 30th, 2017 or before.

If for any reason Class L shares are not purchased by this
time, then the interest rate jumps to 24%

Class L shares First out on a sale or liquidation

Debt and yield/interest arnount would be guaranteed by Lotus
fund and would additionally be suppaorted by uncatled Capital
Lotus would enter into an exclusive sell side agreement with
STS capital for the eventual sale of Commerx. rates and terms
to be mutually agreeable between Lotus and STS,

Sincerely

Commerx Corporation
Robert Kulhawy

President and CEQ

Direct 403-301-3883 ext 222
tMobile 403-804-3737
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Thanks very much for the call yesterday marning Robert and far pormg ower all of the outstandng iiems,

We rEmain committed ta dolng all we can 1o get this deal closed for you as quickly ay possibhe

1would appreciate you sgming the attached tetter betvwsen you and 1 as conhrmattan of our continued relanonshia

Rabert, kel free (o make changes ta the letter: what 1 am logkeng for 15 a recognitian that the loon Fortitude extended to you, was fo you, was based on trust between us and made to you based on trust,
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SPECIFIC TRANSACTION FEE AGREEMENT
Re: Introduction of Sale of Business

with this agreement {the “Agreement”) Commerx Corporation of 4428 Manilla Road SE, Calgary,
Alberta, T2G 487, Canada and any related corporations owned and/or controlled by one or more of the
shareholders or directors {("Client”) retains the services of STS Capital Partners Inc. {“ST5") to assist with
a portion of sales of part of Client’s shares or assets or any other like transaction including a lease of
assets, licensing of assets, merger, amalgamation, joint venture, strategic alliance, 3 workout, financing,
refinancing, capitalization, recapitalization, restructuring, or any other like transaction up to a value of
USDS Million, (hereafter referred to as a “Transaction”).

Client hereby retains STS on a non-exclusive basis to seek out, locate and introduce Client to a third
party listed to conclude a Transaction. An introduction to a third party occurs or is effected where $TS
arranges or facilitates a meeting, a telephone conversation or any other communication (for example:
email correspondence} in respect of a Transaction between Client and a third party as listed in Schedule
“B” [or any officer, director, employee, sharehoider or other agent or representative thereof).

1. ({a) Client shall pay to STS a non-refundable commitment fee as set out in Schedule "A” to offset a
portion of the general and administrative expenses incurred by STS in connection with this
Agreement; and

(b) Client shall reimburse STS within 15 days of the date of each invoice received by Client, for all
costs and expenses incurred by STS in connection with this Agreement (it being agreed by Client
that air travel of 3 hours or more will be in business class and that costs and expenses in excess
of $3,000 shall be pre-approved by Client); and

(c} Where S5TS introduces Client to a third party, Client shall pay to STS upon conclusion of the
Transaction, a success fee equal to the applicable percentage(s) set out in Schedule “A” of the
Transaction Value (as defined herein). “Transaction Value” includes the total gross proceeds
payable by a lender or investor (or any officer, director, employee, shareholder or other agent
or representative thereof) to Client upon conclusion of the transaction and includes any
refinancing, capitalization, recapitalization, workout and amounis authorized but not advanced
by a lender or investor, and in the case of a Transaction which is not a financing, the transaction
value thereof and the gross sale proceeds, the principal amount of any indebtedness awing to
Client as a result of the Transaction, and the fair market value of any other consideration
payable to Client in respect of the Transaction. Client’s obligations under this section shall
survive any termination of this Agreement. Client irrevocably directs Client’s lawyers and the
third party with whom a Transaction is concluded to withhold from the Transaction Value and
remit to STS, any and all fees payable pursuant to this Agreement. STS fully understands that
Client’s Board of Directors must approve all Transactions and Client is under no obligation to
accept any proposed Transaction

2. Notwithstanding anything to the contrary contained herein, if a Transaction is concluded with a
third party during the term of this Agreement or within three years following any termination of this
Agreement and 5TS introduced the third party to the Client, then Client shall pay to STS any and all
fees payable pursuant to this Agreement on the terms and conditions provided herein. Client’s
obligations under this section shall survive any termination of this Agreement.
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3. Although this Agreement is focused on the sale of the Client’s business, through marketing the
Client's business, STS may present business development opportunities to Client that bring
additional revenue to Client. Should STS present such business development opportunities to Client
during the term of this Agreement and if Client concludes business with any client listed in Schedule
“C” (as updated by STS from time to time) at any time during the term of this Agreement or within
two years following its termination, Client shall pay to STS, at the time such revenue is accounted
for, 15% of the amount of the additional revenue received aver a period of 2 years, net of applicable
taxes. Alsc, STS may present prospective candidates to Client that Client may wish to hire as an
employee or consultant. if Client hires any such candidate listed in Schedule “C” (as updated by STS
from time to time), Client shall pay to STS upon signature of such candidate’s employment or
consultancy agreement, as the case may be, and on the date falling on the first anniversary thereof,
a yearly fee equal to 15% of the candidate’s total annual compensation for each of the first 2 years
of the engagement. Client’s obligations under this section shall survive any termination of this
Agreement.

Each Party agrees that during the term of this Agreement and for a period of three years thereafter,
it shall not, directly or indirectly and in any manner whatsoever: (i) circumvent, avoid, bypass, or
obviate STS in any transaction with any client, provider, vendor, partnership or individual, disclosed
or introduced by STS to Client, in connection with any project, sale (or potential sale), development,
or any other transaction involving any sale of shares, options, financing, rights, property or other
assets; {ii) solicit any entity introduced by STS for any business purpose other than for the benefit of
the entity; and (i} solicit or induce or attempt to solicit or induce, any employee of STS to leave the
employ of 5T5; and (iv) interfere with any STS contractor. In the absence of willful misfeasance,
gross negligence, or the reckless disregard of its obligations or duties hereunder on the part of STS,
neither STS, its affiliates nor their respective members, stockholders, officers, directors, employees,
agents nor any entity or person controlling 5TS or any of its affiliates (each a “STS Party”) shall be
subject to any liability to any third party (including but not limited to a party to a Transaction), as
well as the Client or any partner, officer, director, employee, stockhoilder or member of the Client,
for any act or omission in the course of, or in connection with, the rendering or providing of services
hereunder. The Client shall indemnify and hald 5TS and each STS Party harmless against any losses,
claims, damages or liabilities to which they or any of them may become subject in connection with
the services referred to herein and shall reimburse them for any legal or other expenses (including
the cost of any investigations) reasonably incurred by them arising out of or in connection with any
action or claim in connection therewith, including for the recovery of any fees to which they are
otherwise entitled under this Agreement, whether or not resulting in any Hability; provided,
however, that the Client shall not be liable in any such case to the extent that any such loss, claim,
damage or liability results from a breach of STS obligations hereunder or from ST gross negligence
or willful misfeasance in performing services hereunder. The provisions of this Section shall
indefinitely survive the termination of this Agreement.

o

5. STS is an independent contractor and not an agent of Client and in no event shall STS have any
authority to hold itself aut as having the authority to bind Client.

6. This Agreement shail terminate upon the expiry of a period of 30 days triggered by a written notice
of termination from one party to the other.

7. Client hereby authorizes STS and it agents to disclose to any third party all information, written or
verbal, disclosed by Client to STS for the purposes of executing this Agreement.
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8. This Agreement embodies the entire agreement of the parties with respect to the subject matter
herein and there are no additional terms, conditions, representations, inducements and/or
warranties of any kind or nature whatsoever existing between the parties other than as
contemplated herein.

9. Client may not assign this Agreement or any right or obligation hereunder without the prior written
consent of STS. 5TS may assign any of its rights and obligations hereunder to any affiliate of STS. Any
assignment done in contravention of this section shall be null and vaid.

10. Any notice, invoice, or any other communication under this Agreement shall be sent by email or by

fax to the following person at the following addresses or such other person or addresses which
either party may from time to time notify the other in writing:

for the Client:

Attention: Robert Kathawy

Email: robert.kulhawy@gmail.com
for STS:

Attention: Charlotte Blumenshein

Email: cblumenshein@stscapital.com

c.c'd Audrey-Mae Fox

Email: afox@stscapital.com

11. This Agreement is governed by and construed in accordance with the laws of the Province of
Ontario. Each party irrevocably submits to the non-exclusive jurisdiction of the courts of the
Province of Ontario and in the courts of any jurisdiction where Client may have assets or carries on
husiness or in the courts where payments are to be made hereunder and Client hereby irrevocably
submits to the non-exclusive jurisdiction of each such court and acknowledges its competence.
Client agrees that a final judgment against it in any such legal proceeding will be conclusive and may
be enforced in any other jurisdiction by suit on the judgment or by such other means provided by
law over any action or proceeding arising out of or relating to this Agreement. Each party hareby
irrevocably waives, to the fullest extent permitted by applicable law, any and all rights to trial by jury
in any legal proceeding arising out of or relating to this agreement or the transactions contemplated
herein.

12. Unless otherwise indicated, all amounts mentioned i this Agreement are expressed in United States
Dollars (USDS).

13. The parties undertake to keep the terms of this agreement strictly confidential as between them.

14. The parties acknowledge that they have read and understand this Agreement, and agree to be
bound by its terms and conditions.
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15. It is the express wish of the parties hereto that this Agreement and any and all related documents,
as the case may be, be drafted in the English fanguage.

[end of page, signature page follows]
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In witness whereof the parties hereto have each executed this Agreement by their respective duly

autherized officers, as of the date first written above.

Commerx Corporation

| have the authority to bind the Cerporation

(ot Tl

ADGEBIATOFASAES..
Name: Robert Kuthawy
Title: CEC and President

Address: 4428 Manilla Road SE,

Calgary,
Alberta, T2G 487,
Canada
Signed in:  Alberta, Canada 310716
on this day of 2016

Robert Kulhawy
In my capacity as controlling shareholder

foart bl

ALBEBIAUFASAT2..

Per: X

Company: Commerx Corporation

STS Capital Partners Inc.

| have the authority to bind the Corporation

Docutiigned by
Per: X GWH“ Fox

CALSCBIFDCEDIBA..

Name: Audrey-Mae Fox

Title:  International Contracts Manager

Address: 17 John’s Plain
Holders, St. James
Barbados
BB 23001

Signed in: scotland, UK

cn this day of

STS Capital Partners Inc.
Ratified by the Board of Directors

Per: X

Name: Robert C. Follows

Address: 4428 Manilla Road SE, Title:  CEO
Calgary, Alberta, T2G 487,
Canada
Signed in:  Alberta, Canada 310716 Signed in:
on this day of 2016 on this day of
Page 50of 8
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SCHEDULE “A”
FEE STRUCTURE

Commitment Fee

Client shall pay to STS a non-refundable commitment fee of $12,000. to offset a portion of the general
and administrative expenses incurred by STS in connection with this Agreement. These Commitment
Fees will start to accrue on commencement of this Agreement and are payable when Client has received
a minimum USD1 Million from a third party introduced by STS.

Success Fee:

Transaction Value Applicable Percentage®
For all amounts up to USDS Million 5% plus 5% matching warrants

* As part of any fee payable hereunder, Client shall grant STS with broker warrants exercisable at any
time {in whole or in part) immediately following the conclusion of the Transaction through and until the
fifth (5™) anniversary thereof, convertible at no cost into common shares of Client. The number of
cemmon shares, upon conversion, shall be equal to the percentage shown in the charts above) of the
total number of common shares attributable to the Transaction Value whether or not such amount
consists of equity.

Docusigned by: DocuSigned by:
Per: [W L’-umawc{ per: EMH“ Fox

AOBEBIAZIFABAE2 SACECEBTFDCEDAGA..

Name: Name:

[Schedule “B” follows an next page]
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SCHEDULE “B”

LIST OF THIRD PARTIES UNDER SECTION 1 OF THIS SPECIFIC TRANSACTION FEE
AGREEMENT DATED AS OF , 2016

Third Parties

VIp e

This schedule supersedes and replaces all other prior dated schedules in respect of Section 1 of the
referenced Specific Transaction Fee Agreement.

By: By:
Mame: Name:

[Schedule “C” follows on next page]
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SCHEDULE “C*

LIST OF COMMISSIONABLE ENTITIES AND EMPLOYFES/CONCINTANTC LINNER CEFTHOM 3 OF THE
SPECIFIC TRANSACTION FEE AGREEMENT DATED AS OF 2016.

Commissionable Entities

Employees/Consultants

1,

This schedule supersedes and replaces alf other prior dated schedules in respect of Section 3 of the
referenced Specific Transaction Fee Agreement.

Per: Date:

Name:
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SPECIFIC TRANSACTION FEE AGREEMENT
Re: introduction of Sale of Business

With this agreement (the “Agreement”} “} Commerx Corporation of 4428 Manilla Road SE, Calgary,
Alberta, T2G 4B7, Canada and any related corporations owned and/or controlied by one or more of the
shareholders or directors (“Client”) retains the services of §TS Capital Partners Inc. ("STS”) to assist with
the proposed sale of all or part of Client’s shares or assets or any other like transaction {including a lease
of assets, licensing of assets, merger, amalgamation, joint venture, strategic alliance, a workout or other
business combination] {referred tc as a “Transaction”).

1. Client hereby retains STS on an exclusive basis to seek out, locate and introduce Client to a third
party listed to conclude a Transaction. An introduction to a third party occurs or is effected where
STS arranges or facilitates a meeting, a telephone conversation or any other communication ({for
example: email correspondence) in respect of a Transaction between Client and a third party (or any
officer, directar, employee, shareholder or other agent or representative thereof). During the term
of this Agreement, Client undertakes to (i} immediately inform STS of the identity of third parties
with which Client may be having discussions with respect to a Transaction and (ii} refer any such
third party to STS so that STS may manage any such discussions.

2. (a) Client shall pay to STS a non-refundable commitment fee as set out in Schedule “A” to offset a
portion of the general and administrative expenses incurred by STS in connection with this
Agreement; and

(b} Client shall reimburse STS within 15 days of the date of each invoice received by Client, for all
costs and expenses incurred by STS in connection with this Agreement (it being agreed by Client
that air travel of 3 hours or more will be in business class and that costs and expenses in excess
of $3,000 shall be pre-approved by Client); and

() Where STS introduces Client to a third party, Client shall pay to STS upon conclusion of the
Transaction, a success fee equal to the applicable percentage(s) set out in Schedule “A” of the
Transaction Value (as defined herein). “Transaction Value” means the total consideration
payable by the third party to Client upon conclusion of the transaction, including gross sale
proceeds, the principal amount of any indebtedness owing to Client as a result of the
Transaction, and the fair market value of any other consideration payable to Client in respect of
the Transaction. Client's obligations under this section shail survive any termination of this
Agreement. Client irrevocably directs Client’s lawyers and the third party with whom 3
Transaction is concluded to withhold from the Transaction Value and remit to STS, any and all
fees payable pursuant to this Agreement. STS fully understands that Client’s Board of Directors
must approve all Transactions and Client is under no obligation to accept any proposed
Transaction.

3. Notwithstanding anything to the contrary contained herein, if a Transaction is concluded with a
third party during the term of this Agreement or within three years following any termination of this
Agreement and: (i) STS intreduced the third party to the Client; or (i) a third party was engaged in
any discussion with Client during the term of this Agreement, then Client shall pay to 5TS any and all
fees payable pursuant to this Agreement on the terms and conditions provided herein. Client's
obligations under this section shall survive any termination of this Agreement.

Pagelaf7 os ]
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4. Although this Agreement is focused on the sale of the Client’s business, through marketing the
Client’s business, STS may present business development cpportunities to Client that bring
additional revenue to Client. Should STS present such business development opportunities to Client
during the term of this Agreement and if Client concludes business with any client listed in Schedule
“B” (as updated by STS from time to time) at any time during the term of this Agreement or within
two years following its termination, Client shall pay to STS, at the time such revenue is accounted
far, 15% of the amount of the additional revenue received over a period of 2 years, net of applicable
taxes. Also, STS may present prospective candidates to Client that Client may wish to hire as an
employee or consuitant. If Client hires any such candidate listed in Schedule “B” {as updated by 575
from time to time), Client shall pay to STS upon signature of such candidate’s employment or
consultancy agreement, as the case may be, and on the date falling on the first anniversary thereof,
a yearly fee equal to 15% of the candidate’s total annual compensation for each of the first 2 years
of the engagement. Client’s obligations under this section shall survive any termination of this
Agreement. :

5. Each Party agrees that during the term of this Agreement and for a period of three years thereafter,
it shall not, directly or indirectly and in any manner whatsoever: (i} circumvent, avoid, bypass, or
obviate STS in any transaction with any client, provider, vendor, partnership or individual, disclosed
or introduced by STS to Client, in connection with any project, sale (or potential sale), development,
or any other transaction involving any sale of shares, options, financing, rights, property or other
assets; (i} solicit any entity introduced by STS for any business purpose other than for the benefit of
the entity; and {iii} solicit or induce or attempt to solicit or induce, any employee of STS to leave the
employ of 5TS; and (iv) interfere with any STS contractor. In the absence of willful misfeasance,
gross negligence, or the reckless disregard of its obligations or duties hereunder on the part of §T5,
neither STS, its affiliates nor their respective members, stockholders, officers, directors, employees,
agents nor any entity or person controlling STS or any of its affiliates (each a “STS Party”) shall be
subject to any liability to any third party (including but not limited to a party to a Transaction), as
well as the Client or any partner, officer, director, employee, stockholder or member of the Client,
for any act or omission in the course of, or in connection with, the rendering or providing of services
hereunder. The Client shall indemnify and hold STS and each 5TS Party harmless against any losses,
claims, damages or liabilities to which they or any of them may become subject in connection with
the services referred to herein and shall reimburse them for any legal or other expenses (including
the cost of any investigations) reasonably incurred by them arising out of or in connection with any
action or claim in connection therewith, including for the recovery of any fees to which they are
otherwise entitled under this Agreement, whether or not resulting in any liability; provided,
however, that the Client shall not be liable in any such case to the extent that any such loss, claim,
damage or liability results from a breach of STS obligations hereunder or from STS’ gross negligence
or willful misfeasance in performing services hereunder. The provisions of this Section shall
indefinitely survive the termination of this Agreement.

6. STS is an independent contractor and not an agent of Client and in no event shall STS have any
authority to hold itself out as having the authority to bind Client.

7. This Agreement shall terminate upon the expiry of a period of 30 days triggered by a written notice
of termination from one party to the other.

8. Client hereby authorizes STS and it agents to disclose to any third party all information, written or
verbal, disclosed hy Client to STS for the purposes of executing this Agreement.
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9. This Agreement embodies the entire agreement of the parties with respect to the subject matter
herein and there are no additional terms, conditions, representations, inducements and/or
warranties of any kind or nature whatsoever existing between the parties other than as
contemplated herein.

10. Client may not assign this Agreement or any right or obligation hereunder without the prior written
consent of STS. STS may assign any of its rights and obligations hereunder to any affiliate of STS. Any
assignment done in contravention of this section shall be null and void.

11. Any notice, invoice, or any other communication under this Agreement shall be sent by email or by
fax to the following person at the following addresses or such other person or addresses which
either party may from time to time notify the other in writing:

for the Client:
Attention: Robert Kalhawy

Email: robert. kuthawy@gmail.com
for STS:

Attention: Charlotte Blumenshein

Email: cblumenshein@stscapital.com

c.c'd Audrey-Mae Fox

Email: afox@stscapital.com

12. This Agreement is governed by and construed in accordance with the laws of the Province of
Ontario. Each party irrevocably submits to the non-exclusive jurisdiction of the courts of the
Province of Ontario and in the courts of any jurisdiction where Client may have assets or carries on
business or in the courts where payments are to be made hereunder and Client hereby irrevocably
submits to the non-exciusive jurisdiction of each such court and acknowledges its competence.
Client agrees that a final judgment against it in any such iegal proceeding will be conclusive and may
be enforced in any other jurisdiction by suit on the judgment or by such other means provided by
law over any action or proceeding arising out of or relating to this Agreement. Each party hereby
irrevocably waives, to the fullest extent permitted by applicable law, any and ali rights to trial by jury
in any legal proceeding arising out of or relating to this agreement or the transactions contemplated
herein.

13. Unless otherwise indicated, all amounts mentioned in this Agreement are expressed in United States
Dollars (USDS).

14. The parties undertake to keep the terms of this agreement strictly confidential as between them.

15. The parties acknowledge that they have read and understand this Agreement, and agree to be
bound by its terms and conditions.

16. It is the express wish of the parties hereto that this Agreement and any and all related documents,
as the case may be, be drafted in the English language.
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[signature page follows]

in witness whereof the parties hereto have each executed this Agreement by their respective duly
authorized officers, as of the date first written above.

Commerx Corporation

| have the authority to bind the Corporation

(ool

STS Capital Partners inc,

| have the authority to bind the Corporation

DocuSigned by:
EM:& Fex
Per: X

Per: X ADBSEVAZOFABHEZ . CAUSCBTFOCED4BA -
Name: Robert Kuthawy Name: Audrey-Mae Fox
Title: CEO and President Title:  International Contracts Manager
Address: 4428 Manilla Road SE, Address: 17 John's Plain
Calgary, Holders, St. James
Alberta, T2G 4B7, Barbados
Canada BB 23001
Signed in:  Alberta, Canada 310716 Signed in:  Scotland  31-67-16
on this day of , 2016 on this day of , 2016
Robert Kulhawy STS Capital Partners inc.
In my capacity as controlling shareholder Ratified by the Board of Directors
GotuSigned by
E&m‘ @UWQ '
Per: X AIGA AR ARAEY Per: X
Company: Commerx Corporation Mame: Robert C. Follows
Address: 4428 Manilla Road SE, Title: CEQ
Calgary, Alberta, T2G 4B7,
Canada
Signed in:  Alberta, Canada 310716 Signed in:
on this day of , 2016 on this day of , 2016
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[Schedule “A” follows an next page}

Pape 5of 7

o3 08




DocuSign Envelope ID: BBEDZARA-12DA-45C4-82F0-7FES6F3BFCAC 0084

SCHEDULE “A”

FEE STRUCTURE

Commitment Fee

Client shall pay to STS a non-refundable commitment fee of $20,000. to offset a portion of the general
and administrative expenses incurred by STS in connection with this Agreement. STS agrees that the
comrencement of the payment of these monthly work fees will be suspended until such time as Client
and STS agree to billing them. Client agrees to review and increase this monthly Commitment Fee as and
when reasonably required and advised to do so by STS.

Success Fee:

Transaction Value Applicable Percentage
For all amounts up to USD50 Million 5%
For all amounts up to USD75 Million 7%
For all amounts over USD75Million 9%

DocuSigned by: DocuSigned by

[M bl auy @,m,,mu »
Per: AODEBIAIOEARARD Par: CACECRIFDOEDIEA .
Name: Namae:

[Schedule “B” follows on next page]
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SCHEDULE “B”
LIST Of COMMISSIONABLE ENTITIES AND EMPLOYEES/MANSIHITANTS {INDER SFCTINN 4 OF THE
SPECIFC TRANSACTION FEE AGREEMENT DATED AS OF _ 2016.

Commissionable Entities

Employees/Consultants

1.

This schedule supersedes and replaces all other prior dated schedules in respect of Section 4 of the
referenced Specific Transaction Fee Agreement.

Per: Date:

Mame:
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Execution Version

DEBT CONVERSION AGREEMENT

THIS DEBT CONVERSION AGREEMENT (this "Agreement") is made effective as of the 30th day
of December, 2016,

BETWEEN:

FORTITUDE FINANCIAL INVESTMENTS INC., a corporation
existing pursuant to the laws of The Cayman Islands (the "Creditor™

-and -

COMMERX CORPORATION, a corporation existing under the laws
of the Province of Alberta (the "Corporation™)

- and -

ROBERT E. KULHAWY, an individual resident in the City of Calgary
in the Province of Alberta ("Kulhawy™)

WHEREAS:

Al the Corporation is indebted to the Creditor in the aggregate amount of USDS1,148.380.51 (the
"Debt") pursuant to a loan agreement dated as of January 3, 2016 (the "Loan Agreement");

B. Kulhawy has executed and delivered a persenal guarantee dated as of January 3, 2016 pursuant to
which Kulhawy agreed to guarantee all of the indebtedness (including the Debt), liabilities and
obligations of the Corporation under the Loan Agreement (the "Guarantee™); and

C. the Creditor has agreed to accept 1,148,381 Class "F" Preferred Shares in the capital of the

Corporation (the "Conversion Shares") at an issue price of USD §1.00 per share in exchange for
the extinguishment of the Debt;

NOW THEREFORE in consideration of the mutual covenants and agreements contained herein and for
other good and valuable consideration, the receipt and sufficiency of which is acknowledged by the
parties hereto, the parties hereto hereby agree as follows:

|

b

Extinguishment of Debt. On and subject to the provisions of this Agreement and concurrently
with the execution and delivery of this Agreement, the Corporation shall issue the Conversion
Shares to the Creditor in consideration for the extinguishment of the full amount of the Debt, and:

{a) the Creditor hereby accepts such issue of the Conversion Shares in full payment and
satisfaction of the Debt; and

(b) the Debt is no longer due and payable or otherwise owing by the Corporation.

Fair Market Value. The parties hereto confirm that the fair market value of the Debt is equal to
the fair market value of the Conversion Shares.
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Certificate. The Corporation shall, concurrently with the execution and delivery of this
Agreement, deliver to the Creditor a certificate issued to, and registered in the name of, the
Creditor evidencing the Conversion Shares.

Representations and Warranties of the Corporation. The Corporation represents and warrants
to the Creditor as follows and confirms that the Creditor is relying on the accuracy of each such
representation and warranty in connection with the conversion of the Debt provided for in this
Agreement:

(a) this Agreement constitutes a valid and binding cbligation of the Corporation enforceable
against it in accordance with its terms, subject to enforceability being limited by
bankruptcy and other laws effecting the enforcement of creditors’ rights generally,
equitable remedies being discretionary remedies and rights to indemnification and
contribution being limited by applicable laws;

{b) none of the execution and delivery of this Agreement, the consummation of the
transactions contemplated hereby or the fuifiliment of or compliance with the terms and
provisions hereof do or will, with the giving of notice, or the lapse of time or both,
conflict with any of the terms, conditions or provisions of the articies or any by-laws of
the Corporation or any resolutions of its directors or shareholders;

(c) the Corporation is a corporation validly existing and organized under the laws of the
Province of Alberta and is presently in good standing with full corporate power to own its
praperty and carry on its business as now being conducted; and

() the Conversion Shares have been validly authorized by the Corporation and, as a result of
the conversion of the Debt pursuant to the terms of this Agreement, the Conversion
Shares are validly issued as fully paid and non-assessable shares in the capital of the
Corporation,

Representations and Warranties of the Creditor. The Creditor represents and warrants to the
Corporation as follows and confirms that the Corporation is relying on the accuracy of each such
representation and warranty in connection with the conversion of the Debt provided for in this
Agreement:

{a} this Agreement constitutes a valid and binding obligation of the Creditor enforceable
against it in accordance with its terms, subject to enforceability being limited by
bankruptey and other laws effecting the enforcement of creditors' rights generally,
equitable remedies being discretionary remedies and rights to indemnification and
contribution being limited by applicable laws;

{b) the Creditor is acquiring the Conversion Shares as principal for the Creditor's own
account and not for the benefit of any other person;

(¢) the Creditor is the beneficial owner of the Debt with good and marketable title thereto;
(d) no person other than the Corporaticn has any written or oral agreement or option, or any

right or privilege (whether by law, pre-emptive or contractual) capable of becoming an
agreement or opticn for the purchase of the Debt or any portion thereof;

WSLEGALWDS 198 000061 729263 1vd



o~

0089

{e) the Creditor has not previously transferred, assigned or otherwise conveyed or agreed to
transfer, assign or otherwise convey the Debt or any portion thereof or any interest
therein to any person; and

4)) the Creditor is a "non-resident” of Canada within the meaning and for the purposes of the
Income Tax Act (Canada).

Releases. Upon completion of the issuance of the Conversion Shares, the Creditor does hereby
irrevocably release and discharge:

(a) the Corporation from and against any and all obligations and liabilities arising under or in
connection with the Loan Agreement other than those obligations and liabilities that
survive the termination of the Loan Agreement pursuant to its terms; and

(5)] Kulhawy and his successors, administrators and assigns from and against any and all
obligations and liabilities arising under or in connection with the Guarantee.

Survival of Warranties. The covenants, representations and warranties of the parties herete shall
survive the closing of the transactions contemplated herein and remain in full force and effect for
the exclusive benefit of the party hereto receiving such representation, warranty or covenant for
the maximum period allowable under applicable law notwithstanding the closing of the
transactions contemplated herein or any investigation made by or on behalf of such party.

Further Assurances. The parties hereto hereby agree to do, execute, acknowledge and deliver all
such further and other deeds, assignments, transfers, conveyances, assurances, agreements and
documents and shall cause such meetings to be held, votes cast, resolutions passed, by-laws
enacted and shall do and perform all such other acts and things as may be necessary, desirable or
appropriate to give effect to the intent of the parties hereto hereunder and to carry out the
transactions contemplated by this Agreement.

Recitals. The parties hereto acknowledge and agree that the recitals to this Agreement are true
and correct in substance and in fact and are hereby incorporated into and form an integral part of
this Agreement,

Headings, etc. The division of this Agreement into sections and the insertion of headings are for
convenience of reference only and shall not affect the construction or interpretation of this
Agreement. Unless otherwise indicated, any reference in this Agreement to a section refers to a
specified section of this Agreement.

Entire Agreement. This Agreement constitutes the entire agreement between the parties hereto,
and supersedes al] prior agreements and understanding between the parties hereto with respect to
the specific matters described herein. There are not and shall not be any verbal statements,
representations, warranties, undertakings or agreements between the parties hereto and this
Agreement may not be amended or modified in any respect except by written instrument signed
by each of the parties hereto.

Time. Time shall be of the essence of this Agreement.
Governing Law. This Agreement shall be construed, interpreted and enforced in accordance

with, and the respective rights and obligations of the parties hereto shall be governed by, the laws
of the Province of Alberta and the federal laws of Canada applicable therein, excluding reference
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to conflicts of laws principles and each of the parties hereto attorns to the non-exclusive
jurisdiction of the courts of the Province of Alberta.

14, Severability. In case any one or more of the provisions contained in this Agreement should be
invalid, illegal or unenforceable in any respect, the validity, legality and enforceability of the
remaining provisions contained in this Agreement shall not in any way be affected or impaired
thereby, and any such invalid, illegal or unenforceable provision shall be deemed to be severable,
and the remainder of the provisions of this Agreement shall nevertheless remain in full force and

effect.

i35 Currency. All dellar amounts expressed herein refer to lawful currency the United States of
America.

16, Enurement. This Agreement shall enure to the benefit of and be binding on the parties hereto

and their respective and applicable heirs, executors, administrators, trustees, legal and personal
representatives, successors and permitted assigns. This Agreement may not be assigned by either
party hereto without the prior written consent of the other party.

el

Waiver. No amendment or waiver of any provision of this Agreement shall be binding on either
party hereto unless consented to in writing by such party. No waiver of any provision of this
Agreement shall constitute a waiver of any other provision, nor shall any waiver constitute a
continuing waiver uniess otherwise expressly provided.

18, Counterparts. This Agreement may be executed in one or more counterparts, each of which will
constitute an original and all of which together will constitute one and the same agreement.

Facsimile or scanned email copies of signatures shall for all purposes be treated as original
signatures.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the date first written
above,

FORTITUDE FINANCIAL INVESTMENTS
INC,

Per:

Name:
Title:

COMMERX CORPORATION

Per:
Name:
Title:
Witness ROBERT E. KULHAWY
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BUSINESS CORPORATIONS ACT

Alberta ARTICLES OF AMENDMENT
L. Name of Corporation 2. Corporate Access Number
COMMERX CORPORATION 2016159200

3. Pursuant to subsection 173(1)(e) of the Business Corporations Act (Alberta), the authorized share
capital is hereby amended by removing the rights, privileges, restrictions and conditions attached to
each of the Class "A" Shares, Class "B" Shares, Class "C" Shares, Class "D" Shares, Class "E"
Preferred Shares, Class "F" Preferred Shares and Class "G" Preferred Shares, and inserting therefor
the rights, privileges, restrictions and conditions as set out in the attached Schedule "A", so that the
share capital of the Corporation shall be amended to read as set out in the attached Schedule "A",

4 DATE SIGHATURE TITLE

January , 2017
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Schedule "A"

The Corporation is authorized to issue:

(a)
(b)
(c)
(d)
(e)

(f)

(2)

one class of shares, to be designated as "Class "A" Shares", in an unlimited number;
one class of shares, to be designated as "Class "B" Shares"”, in an unlimited number;
one class of shares, to be designated as "Class "C" Shares”, in an unlimited number;
one class of shares, to be designated as "Class "D" Shares”, in an unlimited number;

one class of shares, to be designated as "Class "E" Preferred Shares”, to be limited in number
1o 669,154 shares;

one class of shares, to be designated as "Class "F" Preferred Shares"”, to be limited in number
to 1,148,381 shares; and

one class of shares, to be designated as "Class "G" Preferred Shares”, in an unlimited number.

such shares having attached thereto the following rights, privileges, restrictions and conditions:

. The Class "A" Shares, Class "B" Shares, Class "C" Shares and Class "D" Shares shall have the
following rights, privileges, restrictions and conditions:

(a)

(b)

()

(d)

(e

the Class "A" Shares shall be entitled to vote at all meetings of the shareholders except meetings
at which only holders of a specified class of shares are entitled to vote;

subject to the provisions of the Business Corporations Acr (Alberta) (the "Act"), the Class "B”
Shares, Class "C" Shares and Class "[)* Shares shall be non-voting;

in the event of the liquidation, dissolution or winding-up of the Corporation, whether voluntary
or involuntary, or any other distribution of the assets of the Corporation among its shareholders
for the purpose of winding up its affairs, subject to the rights, privileges, restrictions and
conditions attaching to the Class "E” Preferred Shares, the Class "F" Preferred Shares and the
Class "G" Preferred Shares, the holders of the Class "A" Shares, Class "B" Shares, Class "C"
Shares and Class "[D” Shares shall share equally in the remaining property of the Corporation;

subject to the provisions of the Act and subject to the rights, privileges, restrictions and
conditions attaching to the Class "E" Preferred Shares, the Class "F" Preferred Shares and the
Class "G" Preferred Shares, the Class A" Shares, Class "B" Shares, Class "C" Shares and Class
“D" Shares shall have the right to dividends as fixed in the discretion of the board of directors
of the Corporation (the "Board"); and

the Board may declare and pay dividends exclusively to one or more of the Class "A” Shares,
Class "B’ Shares, Class "C" Shares and Class "D” Shares to the exclusion of any other class or
classes of such shares.

2. The Class "E" Preferred Shares and the Class "F" Preferred Shares shall have the following rights,
privileges, restrictions and conditions:

WSLEGALOS 1981000060 736451 ivi



0095

(a) subject to the provisions of the Act, the holders of Class "E" Preferred Shares and Class "F"
Preferred Shares shall not be entitled to receive natice of or to attend any meeting of the
sharcholders of the Corporation and shall not be entitled to vote at any such meeting;

(b) subject to paragraph 2(g), each of the Class "E" Preferred Shares and Class "F" Preferred Shares
shall be entitled to receive, in preference and priority to any payment of dividends on any other
class of shares of the Corporation, cumulative dividends at a rate of 6.0% per annum, calculated
and accruing daily and compounded on an annual basis, of: (i) in the case of the Class "E"
Preferred Shares, the Class "E" Redemption Amount (as hereinafter defined), and (ii) in the
case of the Class "F" Preferred Shares, the Class "F" Redemption Amount (as hereinafter
defined), and, for the purposes of calculating such dividends, the Class "E" Preferred Shares
and the Class "F" Preferred Shares shall be deemed to have been issued on December 30, 2016.
The holders of the Class "E" Preferred Shares and the Class "F" Preferred Shares shall not be
entitied to any dividends in excess of the dividends provided herein;

(c) the redemption amount with respect to each Class "E" Preferred Share shall be CAD$1.00 (the
"Class "E" Redemption Amount");

(d) the redemption amount with respect to each Class "F" Preferred Share shall be USD$1.00 (the
"Class "F" Redemption Amount™Y;

(e} the Class "E" Preferred Shares and the Class "F" Preferred Shares, or any part thereof, shall be
subject to redemption or repurchase, at any time and from time to time, at the option of the
Board, without the consent of the holders thereof, provided that ali Class "E" Preferred Shares
and Class "F" Preferred Shares shall be redeemed or repurchased on or prior to June 30, 2017,
on payment for each Class "E" Preferred Share and Class "F" Preferred Share to be redeemed
or repurchased at an amount equivalent to:

i. in the case of the Class "E" Preferred Shares, the Class "E" Redemption Amount plus
an amount equal to all accrued and unpaid dividends thereon; and

il. in the case of the Class "F" Preferred Shares, the Class "F" Redemption Amount plus
an amount equal to all accrued and unpaid dividends thereon.

If at any time less than the whole of the outstanding Class "E" Preferred Shares and the Class
“F* Preferred Shares shall be so redeemed or repurchased, the Class "E" Preferred Shares or
the Class "F" Preferred Shares to be redeemed or repurchased shall be redeemed or repurchased
pro rata on a per share basis so that the proportionate share of Class "E" Preferred Shares
redeemed or repurchased is equal to the proportionate share of Class "F" Preferred Shares
redeemed or repurchased. For the purposes of this paragraph 2(e) and paragraph 2(h),
“proportionate share” means the proportion that the Class "E" Preferred Shares or Class "F"
Preferred Shares, as applicable, to be redeemed or repurchased pursuant to this paragraph 2(e})
or paragraph 2(h) bears to the number of issued and outstanding Class "E" Preferred Shares or
Class "F" Preferred Shares, as applicable, immediately prior to such redemption or repurchase;

(f) upon redemption or repurchase of Class "E" Preferred Shares or Class "F" Preferred Shares by
the Corporation, in whole or in part, from time to time, pursuant to paragraph 2(e), the
Corporation shall deliver to each holder, at the address of such holders on the share register of
the Corporation or to such other address as the holder may direct by written notice to the
Corporation, a bank draft, certified cheque or wire transfer in an amount equal to the Class "E"
Redemption Amount or the Class "F" Redemption Amount, as applicable, multiplied by the
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number of such holder's Class "E" Preferred Shares or Class “F" Preferred Shares, as
applicable, so redeemed or repurchased, plus an amount equal to all accrued and unpaid
dividends thereon, and upon delivery of such funds the holders of the Class "E" Preferred
Shares or Class "F" Preferred Shares, as applicable, whose shares have been redeemed or
repurchased shall thereafter have no rights against the Corporation in respect of such shares;

(g) without limiting the generality of paragraph 2(e) and the obligations of the Corporation
thereunder, if the Corporation fails to redeem or repurchase any Class "E" Preferred Share or
Class "F" Preferred Share on or prior to June 30, 2017 due to the requirements of applicable
law or otherwise, the rate at which Class "E" Preferred Shares and Class "F" Preferred Shares
shall be entitled to receive cumulative dividends shall be 24.0% per annum, calculated and
accruing daily and uncompounded, of the Class "E* Redemption Amount (in the case of Class
"E" Preferred Shares) or the Class "F" Redemption Ameunt (in the case of Class "F" Preferred
Shares), as applicable, until the date that such shares are redeemed or repurchased by the
Corporation in accordance with their terms;

(h) subject to the provisions of the Act, from and after June 30, 2017, the holders of Class "E*
Preferred Shares and Class "F" Preferred Shares shall be entitled to require the Corporation to
redeem or repurchase at any time and from time to time all or any of the Class "E" Preferred
Shares or Class "F" Preferred Shares, as applicable, registered in the name of such holder on
the books of the Corporation by tendering to the Corporation at its registered office the share
certificate or certificates representing the shares which the holder desires to have the
Corporation redeem or repurchase, together with the request in writing specifying that the
holder desires to have the said shares represented by such certificate or certificates redeemed
or repurchased by the Corporation, and stating the business day (hereinafter called the
"Redemption Date”) on which the holder desires to have the Corporation redeem or repurchase
such shares. Upon receipt of such request, the Corporation shall inform any other holders of
outstanding Class "E" Preferred Shares and Class "F" Preferred Shares prior to the Redempticn
Date to allow such holders to have all or any of their Class "E” Preferred Shares and Class "F”
Preferred Shares redeemed or repurchased on the same terms on the Redemption Date. If less
than the whole of the outstanding Class "E" Preferred Shares and the Class "F” Preferred Shares
shall be so redeemed or repurchased, the Class "E” Preferred Shares or the Class "F" Preferred
Shares to be redeemed or repurchased shall be redeemed or repurchased pro rata on a per share
basis so that the proportionate share of Class "E" Preferred Shares redeemed or repurchased is
equal to the proportionate share of Class "F" Preferred Shares redeemed or repurchased. Upon
receipt of a share certificate or certificates representing the Class "E" Preferred Shares or Class
"F" Preferred Shares, as applicable, which the holder desires to have the Corporation redeem
or repurchase, together with such a request, the Corporation shall, on the Redemption Date.
redeemn or repurchase such shares by delivering to the holder, at the address of such holders on
the share register of the Corporation or to such other address as the holder may direct by written
notice to the Corporation, a bank drafi, certified cheque or wire transfer in an amount equal to
the Class "E" Redemption Amount or the Class "F" Redemption Amount, as applicable,
multiplied by the number of such holder's Class "E" Preferred Shares or Class "F" Preferred
Shares, as applicable, so redeemed or repurchased, plus an amount equal to all accrued and
unpaid dividends thereon, and upon delivery of such funds the holders of the Class "E"
Preferred Shares or Class "F" Preferred Shares, as applicable, whose shares have been
redeemed or repurchased shall thereafter have no rights against the Corporation in respect of
such shares;

(i} notwithstanding the rights, privileges, restrictions and conditions attaching to any other class
of shares of the Corporation which are authorized, issued or outstanding, no distribution shall
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be made to the holders of any of the other classes of shares in the capital of the Corporation
until all Class "E" Preferred Shares and Class "F" Preferred Shares are redeemed, repurchased
or otherwise acquired by the Corperation in accordance with the terms hereof. For the purposes
of this paragraph 2(i), "distribution" means any declaration, payment or distribution to or to the
account of any holders of any other classes of shares in the capital of the Corporation, now or
hereafter outstanding by way of?

i. dividends in cash or specie; or
ii. purchase, redemption or other retirement of any outstanding shares;

(J) notwithstanding the terms and conditions of any other class of shares of the Corporation which
are authorized, issued or outstanding, in the event of the liquidation, dissolution or winding up
of the Corporation, whether voluntary or involuntary, or any cther distribution of the assets of
the Corporation among its shareholders for the purpose of winding up its affairs, the holders of
the Class "E" Preferred Shares shall be entitled to receive an amount equal to the Class "E"
Redemption Amount per share plus an amount equal to all accrued and unpaid dividends
thereon and the holders of Class "F" Preferred Shares shall be entitled to receive an amount
equal to the Class "F" Redemption Amount per share plus and amount equal to all accrued and
unpaid dividends thereon, pro rata on & per share basis as among all holders of Class "E”
Preferred Shares and Class "F" Preferred Shares and prior to any payment or distribution to any
holder of any other class of shares of the Corporation. The Class "E" Preferred Shares and the
Class "F" Preferred Shares shall not be entitled to share any further in the distribution of the
property or assets of the Corporation except to the extent hereinbefore provided;

(k) the rights, privileges, restrictions and conditions attaching to the Class "E" Preferred Shares
and the Class "F" Preferred Shares may only be amended, modified, suspended, altered or
repealed if consented to, or approved by, the holders of the Class "E' Preferred Shares and the
Class “F" Preferred Shares in the manner hereinafter specified and in accordance with any
requirements of applicable law;

(13 no class of shares may be created ranking as to capital or dividends in priority to or on parity
with the Class "E" Preferred Shares or the Class "F" Preferred Shares without the consent or
approval of the holders of the Class "E" Preferred Shares and the Class "F" Preferred Shares in
the manner hereinafier specified and in accordance with any requirements of applicable law;
and

(m) for the purposes of paragraphs 2(k) and 2(1), any consent or approval thereunder shall be made
by the unanimous approval of the holders of the Class "E” Preferred Shares and the Class "F"
Preferred Shares each voting separately as a class at a meeting of such holders specially called
for that purpose, or by a resolution in writing signed by all the holders of the Class "E" Preferred
Shares and the Class "F" Preferred Shares, in addition to any other approval required by the
Act.

3. The Class "G" Preferred Shares shali have the following rights, privileges, restrictions and conditions:

(a) the Class "G" Preferred Shares are hereby created for the purpose of being issued in exchange
for:

1. property other than a promissory note or a promise to pay; or
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ii. issued shares of the Corporation of a different class:

(b) the redemption amount with respect to each Class "G" Preferred Share shall be CAD$1.00 (the
"Class "G" Redemption Amount”);

(c) subject to the provisicns of the Act, the Class "G" Preferred Shares shall be non-voting;

{d} the holder(s) of the Class "G" Preferred Shares shall be entitled to receive a cumulative
dividend at a rate equal to the prime lending rate, as published by the Wall Street Journal, plus
1.25% per annum, calculated monthly, and, for the purposes of calculating such dividend, the
Class "G" Preferred Shares shall be deemed to have been issued on December 30, 2016. The
holders of the Class "G" Preferred Shares shall be entitled to receive such dividends in priority
to any dividends declared in respect of the Class "A" Shares, Class "B" Shares, Class "C"
Shares or Class "D" Shares, but subject to the rights, privileges, restrictions and conditions
attaching to the Class "E" Preferred Shares and Class "F" Preferred Shares; provided that no
dividends shall be declared or paid on or set apart for payment on any of the Class "A" Shares,
Class "B” Shares, Class "C" Shares or Class "D" Shares if the realizable value of the
Corporation's assets immediately after the payment would be less than the aggregate of its
liabilities and the aggregate Class "G" Redemption Price (as defined hereinafter) of all of the
Class "G" Preferred Shares issued and outstanding at that time;

(e) in the event of the liquidation, dissolution or winding up of the Corporation, whether
voluntarily or otherwise, or any other distribution of the assets of the Corporation for the
purpose of winding up its affairs, the holders of the Class "G" Preferred Shares shall be entitled
to receive for each such share, in priority to the holders of the Class "A” Shares, Class "B”
Shares, Class "C" Shares and Class "D" Shares, but subject to the rights, privileges, restrictions
and conditions attaching to the Class "E” Preferred Shares and the Class "F" Preferred Shares,
the Class "G" Redemption Amount per share together with all declared but unpaid dividends
thereon (herein referred to as the Class "G" Redemption Price). After the payment to the holder
of the Class "G” Preferred Shares of the Class "G" Redemption Price for each such share as
aforesaid, the holders of the Class "G* Preferred Shares shall have no right or claim to any of
the remaining assets of the Corporation;

(f) subject 1o the rights, privileges, restrictions and conditions attaching to the Class "E” Preferred
Shares and the Class "F' Preferred Shares, the Corporation may, upon giving notice as
hereinafter provided in paragraph 3(h), redeem or repurchase the whole or any part of the Class
"G" Preferred Shares held by one or more shareholders on payment of the Class "G"
Redemption Price for each share to be redeemed or repurchased;

(g) subject to the rights, privileges, restrictions and conditions attaching to the Class "E" Preferred
Shares and the Class “F' Preferred Shares, upon written notice of any holder of Class "G"
Preferred Shares which notice shall contain the information required by paragraph 3(h) and
which shall be signed by the holder or its duly authorized attorney (in which case evidence of
such authorization satisfactory to the Carporation shall accompany the notice) the Corporation
shall, within ten days (or such other period of time as may be set at the time of issuance of the
said Class "G" Preferred Shares) following receipt of such notice at the registered office of the
Corporation, redeem or repurchase all or such portion of the outstanding Class "G" Preferred
Shares included in such notice for an amount equal to the aggregate Class "G" Redemption
Price, in the manner provided in paragraph 3(h);
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(h) subject to the rights, privileges, restrictions and conditions attaching to the Class "E" Preferred
Shares and the Class "F' Preferred Shares, subject to the provisions of the Act, the Corporation
may redeem or repurchase the issued Class "G" Preferred Shares at any time upon five (5) days'
notice in writing to the holder thereof, and upon payment of the stated capital of the Class "G"
Preferred Shares to be redeemed or repurchased (or such greater amount as the Board
determines at the time of redemption or repurchase) together with all declared and unpaid
dividends thereon, the holder of the Class "(G" Preferred Shares being redeemed or repurchased
shall thereupon surrender the share certificate for cancellation and the shares represented
thereby shall be deemed to be redeemed or repurchased. If only part of the outstanding Class
"G" Preferred Shares are to be redeemed or repurchased at the option of the Corporation, at any
one time, the Board may, subject to any contrary rights or restrictions contained in the Act, in
its absolute discretion determine the Class "G" Preferred Shares so to be redeemed or
repurchased and such redemption or repurchase need not be pro rata to the holding of any
member or on any other fixed basis; and

(i} the preference, rights, privileges, restrictions and conditions attaching to the Class "G”
Preferred Shares, may he deleted, varied, modified, amended, or amplified only with the prior
approval of the holders of the Class "G" Preferred Shares which may be given in writing by all
of the holders of the Class "G" Preferred Shares then outstanding or by resolution duly passed
and carried by not less than three quarter (3/4} of the votes cast at a meeting of the holders of
the Class "G" Preferred Shares duly called for the purposes of considering the subject matter
of such resolution.
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Reply 10 Michael G. Manin

Burnet, Dhrect Phone: (403} 260-5738
Direct Fox (403} 260-0332

& Balmer R

Law Firm Assistant Amy Gee

Direct Fhone. (403) 2600366
Our Fale 74879-1

Via Courier & Email
Julv 19, 2017

Commenrx Corporation

4428 Manilla Road SE Road

Calgary, AB T2G 4B7

Attention:  President

Email; robert kulhawy(@commerx com

Commerx Corporation
#600, 5920 Macleod Trail §.
Calgary, AB T2H 0K2

Dear Sirs/Mesdames:

Re:  Commerx Corporation — Notice of Redemption from Fortitude Financial Investments Inc.
("Fortitude')

We are counsel to Fortitude.

Please sce the enclosed Notice of Redemption, executed by Fortitude.

Yours truly,

BURNET, DUCKWORTH & PALMER LLP

——

C—

T

Michael G. Martin

MGMap

Copy to;  Bennch Jones LLP
45300, 855 - 2nd Siveet 5. W
Calgary, Alberta T2P 4K7

Atention: Kristos [amdis
Email: iafridisk{@@bennetjones.com

34210451
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NOTICE OF REDEMPTION

To: Commerx Corporation (the "Corporation")

Pursuant to Section I(h) of Schedule A to the Articles of Incorporation of the Corporation, the
undersigned, being the registered holder of 1,148,381 Class "F" Preferred Shares in the capital of the
Corporation (the "Subject Shares™), hereby requires the Corporation to redeem all of the Subject Shares.
The undersigned requests that the Subject Shares be redeemed on July 21, 2017.

Dated July 19, 2017.
FORTITUDE FINANCIAL INVESTMENTS
INC.
Per:
Name: Robert C. Follows
Title: Chairman
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Reply 1o: Michael G Martin

Burnet, Dircet Phone- (403) 260-5738
Duckworth Direct Fax: (493} 260-0332
& Palmer Lip mEmi@bdplaw con
Law Firm Assistanl, Amy Gee
Direct Phone: {403 260-0M66
Oue File, 74879

Via Courier & Email
July 19,2017

Commerx Corporation

4428 Manilla Road SE Road

Caigary, AB T2G 4B7

Attention:  President

Email: robert.kulhawy@commerx.com

Commerx Corporation
#600, 5920 Macleod Trail S.
Calgary, AD T2H 0K2

Dear Sirs/Mesdatnes:

Re: Settlement Agreement dated as of December 30, 2016 (the "Settiement Agreement") among
Robert E. Kulhawy, Commerx Corporation ("Commerx"), Fortitude Financial [nvestments Inc.
("Fortitude"), STS Captial Partners Inc. and Commerx Holdings LLC

Articles of Incorporation of Commerx (the " Articles™)

We are counsel o Fortitude,

Pursuant to section 4 of the Settlement Agreement, and pursuant to section 2(e) of Schedule A to the Articles,
Commerx is required, on June 30, 2017, to redeem the Fortitude Class "F" Shares (as defined in the Settlement
Agreement) in their entirety by paying to Fortitude the aggrepate redemption amount plus all accrued and
unpaid dividends payable in connection therewith (collectively, the "Obligations™). Without limiting the
generality of the Obligations, pursuant to the Articles if Commerx fails to redeem the Fortitude Class "F"
Shares on or prior to June 30, 2017, the rate at which the Fortitude Class "F" Shares shall be entitled to receive
cumulative dividends shall be 24.0% per annum, calculated and accruing daily and uncompounded.

Commerx has not satisfied the Obligations.
Fortitude hereby demands payment in full of the QObligations from Commerx.

This demand ts made without prejudice to Fortitude's rights to make such further and other demands as it may
see fit for any other indebtedness or obligations or under any other guarantees or security,

Fortitude expressly reserves its rights and remedies with respect to any defaults that now exist or hereafier
arise under the Settlement Agreement, the Articles or otherwise.

8419988 2
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BLURNET, DUCKWORTH & PALMER LLp July 19, 2017
Page 2

Yours truly,

BURNET, DUCKWORTH & PALMER LLP

e

/

Michael G. Martin

MGM/ag

Copy 1o0:  Bennett Jones LLP
4500, 855 - Ind Streel S.W
Calgary. Alberta T2P 4K7

Anention: Krisios latridis
Emait:  iawridiski@bennetjones.com

84199882


mailto:iatridisk@bennettjones.com

0167

Reply 1o, Michael G Mantin

Burnet, Dircct Phone {403) 2605735

Duckworth Direct Fax: (403) 260-0332
@bdplaw com

& Palmer 11p mgm

. Law Firm Assistant, Amy Gee
Ldirect Phone (403) 26l -0365
Chur File. 74879-1

Yia Courier & Email
July 19, 2017

Commerx Holdings L1L.C

¢/o Lotus Innovations Fund II. L.P.

5151 Califomia Avenue, Suite 250

Irvine, CA 92617

Attention:  Chnstian Mack

Email: christian(@lotus-innovations.com

Dear Sirs/Mesdames:
Re: Settlement Agreement dated as of December 30, 2016 (the "Settlement Agreement'’) among
Robert E. Kulhawy, Commerx Corporation {"Commerx"), Fortitude Financial Investments Inc.

{"Fortitude'), STS Captial Partners Inc. and Commerx Holdings LLC {(''Lotus")

Articles of Incorporation of Commerx (the "Articles")

We are counsel to Fortitude.

Pursuant to scction 4 of the Scitlement Agreement, Lotus is required, on June 30, 2017, to cause Commerx to
redeem the Fortitude Class "F” Shares {as defined in the Scttlement Agreement) in their entirety by paying to
Fortitude the aggregate redemption amount plus all accrued and unpaid dividends payable in connection
therewith (collcctively, the "Obligations”). Without limiting the generality of the Obligations, pursuant to the
Articles if Commerx fails to redeem the Fortitude Class "F” Shares on or prior to Junc 30, 2017, the rate at
which the Fortitude Class "F" Shares shall be entitled to receive cumulative dividends shall be 24.0% per
annum. calculated and accruing daily and uncompounded.

Lotus has not satisfied the Obligations.
Fortitude hercby demands payment in full of the Obligations from Lotus.

This demand ts made without prejudice to Fortitude's rights to make such further and other demands as it may
seg fit for any other indebtedness or obligations or under anv other guarantces or security.

Fortitude e¢xpressly reserves its rights and remedies with respect to any defaults that now exist or hereafter
arise under the Settlement Agreement, the Articles or othenwvise,

84202921

2400, 525-8th Avenue SW, Calgary, Alberta, Canada T2P 161 Phone: 403-260-0100 Fax: 403-260-0332 www.bdplaw.com
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BURNET, U'CKWORTH & PALMER L1¢ July 19, 2017
Page 2

Yours truly,

BURNET. DUCKWORTH & PALMER LLP

Michael G. Martin

MM /ag

Copy to:  Dennett Jones LLP
4500, 855 - 2nd Sireel 5. W.
Calgary. Alberta T2P 4K7

Attention: Knstos latridis
Email. tatndisk:u bennetjones.com

84202921
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ROBERT KULHAWY

COMMERX HOLDINGS LLC and
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Burstall LLP

Barristers & Solicitors
1600, 333 — 7 Avenue SW
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Scott Chimuk, counsel for the Applicant, Robert Kulhawy
Telephone: (403) 999-9817

Fax: (403) 266-6016

Email: scottchimuk@burstall.com

File No. 41052

AFFIDAVIT OF ROBERT KULHAWY

Sworn on October 30, 2019

}, Robert Kulhawy, businessman, of the City of Calgary, in the Province of Alberta, SWEAR

AND SAY THAT.:

1. I am an individual residing in the Province of Alberta and am the founder and Chief
Executive Officer and President of Commerx Corporation (the “Company”) and as such
I have personal knowledge of all facts and matters deposed to herein, except where

stated to be based on information and belief, in which case | believe same to be true.

2. On January 5, 2016, the Company and Fortitude Financial Investments Inc. ("Fortitude”)

entered into a loan agreement (the “Loan Agreement’) whereby Fortitude advance a


mailto:scottchimuk@burstall.com

loan to the Company in the amount of $1,000,000.00 USD (the “Fortitude Loan”).

Attached hereto and marked as Exhibit “A” is a copy of the Loan Agreement.

On December 30, 2016, the Company, Fortitude, and | entered into a settlement
agreement wherein all debt was converted into equity, the terms of which are set out in

the debt conversion agreement {the “Debt Conversion Agreement”).
Debt Conversion Agreement included the following express or implied terms:

(a) Fortitude would accept 1,148,381 Class “F” Preferred Shares in the capital of the

Company;
(b) The Fortitude Loan would be extinguished;

(c) The Company would be released from and against all obligations arising from the

Loan Agreement;

(d) { would be released from and against all obligations arising from the guarantee |

provided in connection with the Loan Agreement; and

(e) The Debt Conversion Agreement constituted the entire agreement between the

parties.

Attached hereto and marked as Exhibit “B” is a copy of the Debt Conversion

Agreement.

The Debt Conversion Agreement was entered into along with a serjes of agreements
related to a share purchase transaction which was negotiated by STS Capital Partners
(“STS"). STS was paid $385,000.00 USD for its services. Moreover, STS was provided
600,000 common shares in the Company or 10.6% of the Company’s total common
shares as additional compensation. Robert Follows, the Applicant's affiant, is the

founding Chairman and Chief Executive Officer of STS.

It was the intention of the parties to convert the Debt into equity. This intention was

executed by the parties entering into the Debt Conversion Agreement. The intention of



10.

the parties to convert the debt to equity, and the execution of that intention, is confirmed

in the Company’s financial statements.

Attached hereto and marked as Exhibit “C” is the Consolidated Financial Statement of
the Company for the year ending June 30, 2016. The Fortitude Loan is recorded in
Exhibit “C”, on page 7 under the heading, note 6 Loans Payable, as:

Loan secured by general security agreements, unlimited guarantees from
company and guarantees from co-borrower bearing interest at 18% per annum,

maturing at July 5, 2018.

Attached hereto and marked as Exhibit “D” is the Consolidated Financial Statement of

the Company for the year ending June 30, 2017. Page 8 of Exhibit D provides:

Loan secured by general security agreements, unlimited guarantees from
company and guarantees from co-borrower bearing interest at 18% per annum,
originally maturing at July 5, 2018. Prior to maturity, the loan was converted to

equity in the form of preferred shares. See note 7 (emphasis added).

Note 7, which is located at Page 7 of Exhibit D, records the 1,148,381 shares granted to
Fortitude by way of the Debt Conversion Agreement as Class F preferred non-voting

shares.

Attached hereto and marked as Exhibit “E” is the Consolidated Financial Statement of
the Company for the year ending June 30, 2018. Page 8 of Exhibit “E”, which records
the Company’s Loans Payable, no longer includes the Fortitude Loan as it was
converted into equity in the previous year. This is confirmed at page 7 of Exhibit “E”
which continues to record the 1,148,381 shares granted to Fortitude by way of the Debt

Conversion Agreement as Class F preferred non-voting shares.

Further, Fortitude’s counsel confirmed in an email dated August 10, 2017 that Fortitude
was an equity shareholder. This correspondence made no indication of Fortitude’s
allegations today that they are creditors of the Company. Attached hereto and marked

as Exhibit “F” is a copy of the August 10, 2017 email correspondence.
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For all of the aforesaid reasons, the Fortitude Loan was extinguished along with
Fortitude’s position as a creditor of the Company by way of the Debt Conversion
Agreement. Concurrently, Fortitude became an equity sharehoider of the Company by

way of the Debt Conversion Agreement.

| make this Affidavit in response to Fortitude’s Appeal of Notice of Disallowance filed

October 21, 2019 and for no improper purpose.

JARNNN

ROBERT KULHAWY

Jasmin Dhaliwal
A Commissioner for Oaihs - Notary Public
in and for the Province of Alberta.
Member of the Law Scciely of Alpeﬂa and
My Appointment Expires &t the Pieasure of
The Attorney General for the Province of Alberta
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CALWEST CPA

Chartered Professional Accountanits

NOTICE TO READER

To the Directors of
of Commerx Corporation

On the basis of information provided by management, we have compiled the consolidated
balance sheet of Commerx Corporation as at June 30, 2016 and the statement of loss and deficit

for the year then ended.

We have not performed an audit or a review engagement in respect to these financial statements
and, accordingly, we express no assurance thereon.

Readers are cautioned that these statements may not be appropriate for their purpose.

CalWest Chartered Professional Accountants
Calgary, Alberta
August 2, 2019




Commerx Corporation

Consolidated statement of loss and deficit

For the year ending June 30, 2016
(Unaudited - See Notice to Reader)
(Stated in Canadian dollars)

2016 2015
$ $
Sales 7,682,275 10,986,721
Cost of sales 5,805,705  (8,573,618)
Gross Profit 1,776,570 2.413.103
Expenses
Advertising and promotion 13,962 51,138
Bad debts - 9,882
Bank charges and interest 48,642 57,142
Communications 15,688 26,856
Computer support 39,380 73,646
Insurance 64,457 119,781
Memberships 17,117 38,960
Premises costs 154,374 156,917
Professional fees 74,339 218,186
Travel, entertainment and business development 159,559 129,840
Wages and employee benefits 1,263,950 1.565.266
1,851,487 2447614
(Loss) earnings before other items {74,898} (34,511}
Other items
Amortization {58,298) (76,376)
Interest and finance charges (290,618) (112,085)
Nonrecurring items (see note 8) (2.615,471) -
(2,964,387) (188.461)
Earnings before income taxes {3,039,284) (222,972)
Recovery of {(provision for) income taxes 5,175 59,673
Net earnings (3,034,108) (163,299)
Deficit, beginning of vear {551.,567) (388.268)
Deficit, end of year (3,5685,673) (551,567)

‘The accompanying notes to the consolidated financial statements are an integral part

of this consolidated financial statement.
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Commerx Corporation
Consolidated balance sheat

as at June 30, 2016
(Unaudited - See Notice to Reader)
(Stated in Canadian doHars)

2016 2015
$ $
Assets
Current assets
Cash 110,540 75,110
Accounts receivable and other 1,499,941 2,096,318
Prepaid expenses and deposit 157,579 57,004
Total Current Assets 1,768,060 2,228,432
Property and equipment (Note 3) 95,804 194,783
Goodwii - 374,355
intangible assets - 406,215
Due from related party - 401,789
Investments - 20,620
Development costs 133,435 145,223
Total Assets 1,997,299 3,771,427
Liabilities
Current liabilities
Bank indebtedness (Note 4) 637,290 § 978,541
Accounts payable, accrued liahilities and statutory obligations 791,827 833,130
Current portion of loans payable (Nofe 6) 198,533 421,868
Total Current Liabilities 1,627,650 2,233,539
Loans payable (Note 6) 1,855,867 -
Total Liabilities 3,483,517 2233538
Commitments (Note 7)
Shareholders’ equity
Share capital (Note 5) 2,089,455 2,089,455
Deficit {3,585,673) (551,567)
{1,486,218) 1,537,888
Total Liabilities and Shareholders' Equity 1,997,299 3,771,427

| T
/ Director

The accompanying notes to the consolidated financial statements are an integral part
of this consolidated financial statement.
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Commerx Corporation
Notes to consolidated financial statements

as at June 30, 2016
(Unaudited - See Notice to Reader)
(Stated in Canadian doilars)

1 Basis of presentation

These consolidated financial statements include the accounts of Commerx Corporation ("the
Company") and its wholly owned subsidiary Commerx US Inc.

Prior year financial statements were prepared by other accountants on a review engagement basis
and as such have been reclassified to conform to this year’s presentation.

2 Nature of operations
The company is comprised of three operating lines of business:

Digital Technology Solutions division provides digital strategy and technology solutions to
North American organizations in both the private and public sectors. Telecom Services division
provides specialized telecommunications services to the Global telecommunications industry,
Workforce Management division provides specialized staffing services to the global
telecommunications industry.

3 Significant accounting policies

The consolidated financial statements have been prepared in accordance with Canadian
accounting standards for private enterprises ("ASPE") and reflect the following significant
accounting policies:

Basis of consolidation

The consolidated financial statements include the amounts of wholly owned subsidiaries of the
company. The company has applied Accounting Guideline 15, Consolidation of Variable Interest
Entities, to the corporation. The guideline requires a VI to be consolidated if a company is at
risk of absorbing the VIE's expected losses or is entitled to receive the majority of its expected
residual returns, or both.

Foreign currency translafion

The company's U.S. subsidiary, Commerx US Inc is classified as integrated foreign operations
and, as such, are translated into Canadian dollars using the temporal method, whereby monetary
items are translated at the rate of exchange in effect at the consolidated balance sheet date and

Page | 4




non-monetary items are translated at applicable historical rates. Revenue and expense items are
translated at the average rates prevailing during the year.  All translation gains and losses are
included in the net income (loss).

Property and equipment

Property and equipment are recorded at cost and amortized using the declining-balance method
at the following rates, which estimate useful lives of the assets:

Camputer hardware 30%
Tools 50%
Furniture and fixtures 20%

Leasehold improvements are amortized on a straight-line basis over the term of the lease.

Income taxes

The company follows the taxes payable method of accounting for income taxcs, Under this
method, only current incotnes for the period, determined in accordance with the rules established
by taxation authorities, are recognized as an expense,

Revenue recognition

The company recognizes revenue when persuasive evidence of an arrangement exists, services
have been rendered, the price to the buyer is fixed or determinable and collection is reasonably
assured. Revenue is recorded using the percentage of completion method for individual
contracts. When the outcome of a contract can be reliably estimated, contract revenue is
recognized in proportion to the stage of completion of the contract at the end of the reporting
period. The stage of completion is delermined by reference to the proportion of costs incurred to
date in comparison to the estimated total costs of the contracts. Contract expenses are recognized
as incurred unless they create an asset related to future contract activity, in which case they are
reported as unexpired expenses on the consolidated balance sheet. If estimates indicate that total
contract costs will exceed total contract revenue; the full amount of the expected loss is
recognized immediately in the consolidated statement of income (loss) and retained earnings
(deficit). Any excess of progress billings over earned revenue on contracls is carried as costs in
excess of related billings on the consolidated balance sheet. Any excess of costs and estimated
profits over progress billings on contracts is carried as deferred revenue in the consolidated

financial statements.
Financial instruments
Financial assets and financial liabilities are initially recognized at fair value when the company

becomes party to the contractual provisions of the financial instrument. Subsequently, all
financial instruments are measured at the amortized cost except for derivative assets (liabilities)
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(see financial derivative instruments policy). Transaction costs refated to financial instruments
measured at fair value are expensed as incurred. Transactions related to the other financial
instruments are added to the carrying value of the asset or netted against the carrying value of
the liability and are then recognized over the expected life of the instrument using the straight
line method. Any premium or discount related to an instrument measured at amortized cost is
amortized net income (loss) over the expected life of the item vsing the straight-line method and
recognized in net profit (loss) as interest income or expense. With respect to financial assets
measured at cost ot amortized cost, the Company recognizes in net profit (loss) an impairment
loss, if any, when it determines that a significant adverse change has occurred during the period
in the expected timing or amount of future cash flows. With the extent of impairment of a
previously written down asset decreases and the decrease can be related to an event occurring
after the impairment was recognized, the previously recognized impairment loss is reversed in
net profit (loss) in the period the reversal oceurs.

Use of estimates

The preparation of the consolidated financial statements in conformity with ASPE requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent liabilities at the date of the consolidated  balance sheet.
The valuation for doubtful accounts, the impairment and economic useful lives of property and
equipment and intangible assets for purposes of calculating amortization, accrued liabilities, and
income tax provisions are the most significant items subject to estimates in these consolidated
financial statements. These estimates are reviewed at least annually and, as adjustments become
necessary, they are reported in net profit (loss) in the periods in which they become known.

4 Bank indebtedness

The company has a demand line of credit with a maximum available amount of $1,000,000
bearing interest at the bank's prime rate plus 2% per annum, secured by a general security
agreement constituting a first ranking security interest in all personal property of the Company a
shareholder guarantee. As at June 30, 2016, $637,290 (2015 - $978,541) was drawn on the

facility.
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5 Share capital

Authorized, wnlimited number of
Class A common shares with no par value
Class G preferred redeemable retractable non-voating shares

Tssued 2016 2015
$ $

5,608,751 (2015 - 5,588,750) 1,013,136 1,003,136

1,086,319 (2015 - 1,086,319) 1,086,319 1,086,319

2,099,455 2,089,455

6 Loans payable

2016 2015

Loan secured by general security agreements,

unlimited guarantees from Commerx US Inc.,

postponement of claims, and subordinated to

the lender bearing interest at prime plus 10%

per aunum, repayable in monthly payments

of $18,202 principal plus interest, maturing

March 16, 2018. 246,570 421,868

Loan secured by general security agreements,

unlimited goarantees from company and

guarantees from co-borrower bearing interest

at 18% per annum, maturing at

November 30, 2016. 400,000 -

Loan secured by general security agreements,

unlimited guarantees from company and

guarantees from co-borrower bearing interest

at 18% per annum, maturing at

July 5, 2018, 1,407,830 -

2,054,400 - 421,868
(198,533) (421,868)
1,855,867 -

Less: current portion
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Commitments

The company has entered into premises lease agreements expiring May 31, 2020. The minimum

annual lease payments are as follows:

2017
2018
2019
2020

8

73,200
73,200
73,200
67,100

Nonrecurring items

As partt of a restructuring plan put in place in 2016 during the execution of a share purchase
agreement, during the year the company made adjustments to various assets and liabilities as

write downs and write offs that were deemed to have $NIL value and no expectations to
canversion to cash. During the year $2,615,471 was written off.
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CALWEST CPA

Chartered Professional Accoumntants

NOTICE TO READER

To the Directors of
of Commerx Corporation

On the basis of information provided by management, we have compiled the consolidated
balance sheet of Commerx Corporation as at June 30, 2017 and the statement of loss and deficit

for the vear then ended.

We have not performed an audit or a review engagement in respect to these financial statements
and, accordingly, we express no assurance thereon.

Readers are cautioned that these statements may not be appropriate for their purpose.

CalWest Chartered Professional Accountants
Calgary, Alberta
August 2, 2019




Commerx Corporation
Consolidated statement of loss and deficit

For the year ending June 30, 2017

(Unaudited - See Notice to Reader))
{(Stated in Canadian dollars)

2017 2016
$ ¥
Sales 5,318,163 7,582,275
Cost of sales 3.917.967 5,805,705
Gross Profit 1,401,196 1.776.570
Expenses
Advertising and promotion 3,797 13,862
Bank charges and interest 20,315 48,642
Communications 8,075 15,688
Caomputer support 29,147 35,380
insurance 72,934 64,457
Memberships 9,773 17,117
Premises costs 176,113 154,374
Professional fees 140,568 74,339
Travel, entertainment and husiness development 116,642 159,558
Wages and employee benefits 1,072,449 1,263,950
1.649.814 1.851.467
{Loss) earnings before other items {248,618) (74.,898)
Other items
Monies withdrawn by Lotus (241,289) -
Amortization (31,341) (58,298)
{nterest and finance charges (132,984) (290,618)
Nonrecurring items {see note 10) 103,971  (2.615.471)
(301.643) (2.964.387)
Earnings before income taxes (550,261} {3,039,284)
Recovery of {provisian for) incaome taxes - 5179
Net earnings (650,261) (3,034,106)
Deficit, beginning of year (3,585,673) {551,567)
Deficit, end of year (4,135,934) (3,585,673)

The accompanying notes to the consolidated financial statements are an futegral part

of this consolidated financial statement.
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Commerx Corporation
Consolidated balance sheet
as at June 30, 2017

{(Unaudited - See Notice to Reader))
(Stated in Canadian dollars)

2017 2016
3 3
Assets
Current assels
Cash 207,643 110,540
Accounts receivable and other ‘ 1,687,897 1,459,941
Prepaid expenses and deposit 134,057 157,579
Total Current Assels 2,029,587 1,768,060
Property and equipment (Note 5) 78,801 95,804
Development costs 118,747 133,435
Totfal Assets 2,227,145 1,897,299
Liabilities
Current liabilities
Bank indebtedness (Note 6) - $ 637,290
Accounts payable, accrued liabilities and statutory obligations 786,086 791,827
Current portion of loans payable (Note 8) 48,037 198,533
Total Current Liabilities 834,123 1,627,650
Long-term liahilities
Loans payable (Note 8) - 1,855,867
Total Liahilities 834,123 3,483,517
Commitments (Note 9)
Shareholders’ equity
Share capital (Note 7) 6,031,585 2,098,455
Deficit (4,135,934} (3,585,673)
1,895,651  (1.486,218)
Total Liabilities and Shareholders' Equity 2,729,774 1,997,299

/’?@/mw‘;a by: [ i [
L :‘J{ A ( K \ K Director
e L L

The accompanying notes to the consolidated {inancial statements ave an integral part
of this consolidated financial statement,
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Commerx Corporation
Notes to consolidated financial statements
as at June 30, 2017

(Unaudited - See Notice to Reader)
(Stated in Canadian dollars)

1 Basis of presentation

These consolidated financial statements include the accounts of Commerx Corporation ("the
Company") and its wholly owned subsidiary Comuimerx US Inc.

Prior year financial statements were prepared by other accountants on a review engagement basis
and as such have been reclassified to conform to this year’s presentation.

2 Nature of operations
The company is comprised of three operating lines of business:

Digital Technology Solutions division provides digital strategy and technology solutions tc
North American organizations in both the private and public sectors. Telecom Services division
provides specialized telecommunications services to the Global telecommunications industry.
Workforce Management division provides specialized staffing services to the global
telecommunications industry.

3 Significant events
Sale of shares to privaie equily group

On December 30, 2016 the company and CEO entered into a share purchase agreement with a
private equity group for the sale of 51% of the voting shares of the company and the agreement
was duly signed and fully executed. However, not all of the funds for the sale of the voting
shares were received by the company or CEO. Certain other financial commitnments as outlined
in the share purchase agreement were not honoured. In addition, back office support services and
business development support were committed by the private equity group but not effectively

carried out.
Withdrawal of funds

During the year, the private equity group withdrew $241,289 from the company’s bank accounts
and another $1,248,885 in the subsequent year (2018).
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4 Subsequent events
Breach of share purchase agreement

There have been material breaches by the private equity group pursuant to the share purchase
agreement. Mainly, failure to pay for the shares, failure to carry out other financial commitments
and failue to effectively provide back office support and business development services. As
such, the company and CEO have commenced legal action to reclaim the voting shares cutrently
held by the private equity group and to seek remedy for defaults as per the share purchase
agreement and damages cansed as a result thereof.

5 Significant accounting policies

The consolidated financial statements have been prepared in accordance with Canadian
accounting standards for private enterprises ("ASPE") and reflect the following significant

accounting policies:

Basis of consolidation

The consolidated financial statements include the amounts of wholly owned subsidiaries of the
company. The company has applied Accounting Guideline 15, Consolidation of Variable Interest
Entities, to the corporation. The guideline requires a VIE to be consolidated if a company is at
risk of absorbing the VIE's expected losses or is entitled ta receive the majority of its expected
residual returns, or both.

Foreign currency transiation

The company's U.S. subsidiary, Commerx US Inc is classified as integrated Toreign opcrations
and, as such, are translated into Canadian dollars using the temporal method, whereby monetary
items are translated at the rate of exchange in effect at the consolidated balance sheet date and
non-monetary items are translated at applicable historical rates. Revenue and expense items are
translated at the average rates prevailing during the year.  All translation gains and losses are
included in the net income (loss).

Property and equipment

Property and equipment are recorded at cost and amortized using the declining-balance method
at the following rates, which estimate useful lives of the assets:

Computer hardware 30%
Tools 50%
Furniture and fixtures 20%

Leasehold improvements are amortized on a straight-line basis over the term of the lease.
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Income (axes

The company follows the taxes payable method of accounting for income taxes. Under this
method, only current incomes for the period, determined in accordance with the rules established
by taxation authorities, are recognized as an expense.

Revenue recognition

The company recognizes revenue when persuasive evidence of an arrangement exists, setvices
have been rendered, the price to the buyer is fixed or determinable and collection is reasonably
assured. Revenue is recorded using the percentage of completion method for individual
contracts. When the outcome of a contract can be reliably estimated, contract revenue is
recognized in proportion to the stage of completion of the contract at the end of the reporting
period. The stage of completion is determined by reference to the proportion of costs incurred to
date in comparison to the estimated total costs of the contracts. Contract expenses are recognized
as incurred unless they create an asset related to future contract activity, in which case they are
reported as unexpired expenses on the consolidated balance sheet. If estimates indicate that total
contract costs will exceed total contract revenue; the full amount of the expected loss is
recognized immediately in the consolidated statement of income (loss) and retained earnings
(deficit). Any excess of progress billings over earned revenue on contracts is caitied as costs in
excess of related billings on the consolidated balance sheet. Any excess of costs and estimated
profits over progress billings on contracts is carried as deferred revenue in the consolidated

financial statements.
Financial instruments

Financial assets and financial liabilities are initially recognized at fair value when the company
becomes party to the contractual provisions of the financial instrument. Subsequently, all
financial instruments are measured at the amortized cost except for derivative assets (lizbilities)
(see financial derivaiive instruments policy). Transaction costs related to financial instruments
measured at fair value are expensed as incurred. Transactions related to the other financial
instruments are added to the carrying valuc of the asset or netted against the carrying value of
the liability and are then recognized over the expected life of the instrument using the straight
line method. Any premium or discount related to an instrument measured at amortized cost is
amortized net income (loss) over the expected life of the item using the straight-line method and
recognized in net profit (loss) as interest income or expense. With respect to financial assets
meastred at cost or amortized cost, the Company recognizes in net profit (loss) an impairment
loss, if any, when it determines that a significant adverse change has occurred during the period
in the expected timing or amount of future cash flows. With the extent of impairment of a
previously written down asset decreases and the decrease can be related to an event occurring
after the impairment was recognized, the previously recognized impairment loss is reversed in
net profir (loss) in the period the reversal ocours.

Page | 6




Use of estimates

The preparation of the consolidated financial statements in conformity with ASPE requires
management to male estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent liabilities at the date of the consolidated  balance sheet.
The valuation for doubtful accounts, the impairment and economic useful lives of property and
equipment and intangible assets for purposes of calculating amortization, accrued liabilities, and
income tax provisions are the most significant items subject to estimates in these consolidated
financial statements. These estimates are reviewed at [east annually and, as adjustments become
necessary, they are reported in net profit (loss) in the periods in which they become known.

6 Bank indebtedness

The company had a demand line of credit with a maximum available amount of $1,000,000
bearing interest at the bank's prime rate plus 2% per annum, secured by a general security
agreement constituting a first ranking security interest in all personal property of the Company a
shareholder guarantee. As at June 30, 2017, SNIL (2016 - $637,290) was drawn on the facility.
During the year, the company paid out and closed the demand line of credit.

7 Share Capital
Authorized, unlimited number of

Class A comnton shares with no par value

Class E preferred shares redeemable retractable non-voting shares
Class F preferred shares redeemable retractable non-voting shares
Class G preferred shares redeemable retractable non-voting shares

Issued 2017 2016
) $
5,610,137 (2016 -5,608,751) Class A common shares 2,091,501 1,013,136
669,154 (2016 - 0) Class E preferred shares 650,000 -
1,148,381 (2016 - 0) Class F preferred shares 1,407,830 -
1,379,625 (2016 -1,086,319) Class G preferred shares 1,379,625 1,086,319

5,528,956 2,099,455
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8 Loans payable

2017

2016

Loan secured by general security agreements,

unlimited guarantees from Commerx US Inc.,

postponement of claims, and subordinated to

the lender bearing interest at prime plus 10%

pet annum, repayable in monthly payments

of $18,202 principal plus interest, maturing

March [6, 2018. 48,037

Loan secured by general security agreements,
unlimited guarantees from company and
guarantees from co-borrower bearing inferest

at 18% per annum, maturing at

November 30, 2016. Loan was converted to equity
in the form of preferred shares. See note 7.

Loan secured by general security agreements,
unlimited guarantees from company and
guarantees from co-borrower bearing interest
at [8% per annum, originally maturing at
July 5, 2018. Prior to maturity, the [oan was
converted to equity in the form of preferred

246,570

400,000

1,407,830

shares. See note 7.
48,037

(48,037

646,570
(198.533)

Less: current portion

448,037

9 Commitments

The company has entered into premises lease agreements expiring May 31, 2020. The minimum

annual lease payments are as follows:

2018 73,200
2019 73,200
2020 67,100
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10 Nonrecurring items

As part of a restructuring plan put in place in 2016 during the execution of a share purchase
agreement, during the year the company made adjustments tc various assets and liabilities as
write downs and write offs that were deemed to have $NIL value and no expectations of
conversion to cash. During the year $103,971 was recaptured,
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CALWEST CPA

Chartered Professional Accountants

NOTICE TO READER

To the Directors of
of Commerx Corporation

On the basis of information provided by management, we have compiled the consolidated
balance sheet of Commerx Corporation as at June 30, 2018 and the statement of loss and deficit
for the vear then ended.

We have not performed an audit or a review engagement in respect to these financial statements
and, accordingly, we express 1o assurance thereon.

Readers are cautioned that these statements may not be appropriate for their purpose.

(alWest Chartered Professional Accountants
Calgary, Alberta
August 2, 2019




Commerx Corporation
Consolidated statement of earnings (loss) and deficit
For the year ending June 30, 2018

(Unaudited ~ see Notice to Reader)
(Stated in Canadian dollars)

2018 2017
¥ ]
Sales 9,604,076 5,319,163
Cost of sales 5,497,145 3.917.867
Gross Profit 4,106,931 1,401,198
Expenses
Advertising and promotion 13,278 3,797
Bank charges and interest 21,561 20,315
Communications 14,102 8,075
Computer support 51,888 29,147
Insurance 638,500 72,934
Memberships 22,466 9,773
Premises costs 209,966 176,113
Professional fees 110,831 140,569
Travel, entertainment and business development 186,802 116,642
Wages and employee benefits 1.296.666 1.072.449
1.996.060 1,649.814
{Loss) earninas before other items 2,110,871 (248618}
Other items
Monies withdrawn by Lotus {1,248,885) (241,289)
L.oss on foreign exchange (52,283) -
Amortization (316,098) {31,341)
Interest and finance charges (6,108) {132,984)
Nonrecurring items (see note 9) (119,907} 103.971
(1.743,281) (301,643}
Earnings before income taxes 367,590 (550,261)
Recovery of {provision for) income taxes - -
Net earnings 367,550 {650,261)
Deficit, bedinning of vear (4,135.934) (3.585.673)
Deficit, end of vear (3.768.344)  (4,135.934)

The accompanying notes to the consolidated tinancial statements are an integral part

of this consolidated financial statement,
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Commerx Corporation

Consolidated balance sheet

as at June 30, 2018
(Unaudited - see Notice to Reader)

2018 2017
$ 3
Assets
Current assets
Cash 373,235 207,643
Accounts receivable and other 1,963,783 1,687,897
Prepaid expenses and deposit - 134.057
Total Current Assets 2,327,018 2,029,597
Due from Lotus / Halcyon 697,389 -
Property and equipment {Note 5) 179,640 78,801
Development costs 118,747 118.747
Total Assets 3,322,794 2227145
Liabilities
Current liabilities
Accounts payable, accrued liabilities and statutory obligations - 1,059,553 786,086
Current bortion of loans pavable (Note 6) - 48,037
Total Current Liabilities 1,059,553 834,123
Loans pavable (Note 6} - -
Total Liabilities 1.059.553 834.123
Commitments (Note 8)
Shareholders’ equity
Share capitai (Note 7) 6,031,585 5,528,956
Deficit {3.768.344)  (4,135.934)
2,263,241 1.393,022
Total Liabilities and Shareholders’ Equity 3,322,794 2,227,145

ﬁ/?ove : / [
E‘\p;?{ il jbym/k\ K\ \\/& Director

L L
7

Nl

The accompanying notes to the consolidated financial statements are an integral part

of this consolidated financial statement.
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Commerx Corporation
Notes to consolidated financial statements

as at June 30, 2018
(Unaudited - See Notice to Reader)
(Stated in Canadian dollars)

1 Basis of presentation

These consolidated financial statements include the accounts of Commerx Corporation ("the
Company"”) and its wholly owned subsidiary Commerx US Inc.

Prior year financial statements were prepared by other accountants on a review engagement basis
and as such have been reclassified to conform to this year’s presentation.

2 Nature of operations
The company is comprised of three operating lines of business:

Digital Techuology Solutions division provides digital strategy and technology solutions to
North American organizations in both the private and public sectors. Telecom Services division
provides specialized telecommunications services to the Global telecommunications industry.
Billing and Revenue Management Systems division provides specialized project management
and consulting services in the area of a multi-module stack of billing software systems to the
North Armerican telecommunications industry. Workforce Management division provides
specialized staffing services to the global telecommunications industry.

R Significant events

Sale of shares fo private equily group

On December 30, 2016 the company and CEO entered into a share purchase agrecment with a
private equity group for the sale of 51% of the voting shares of the company and the agreement
was duly signed and fully executed. However, not all of the funds for the sale of the voting
shares were received by the company or CEQ. Certain other financial commitments as outlined
in the share purchase agreement were not honoured. In addition, back office support services and
business development support were committed by the private equity group but not effectively

carried out.
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Withdrawal of funds

During the year, the private equity group withdrew $1,248,885 {from the company’s bank
accounts and another $241,289 in the previous year (2017).

4 Subsequent events
Breach of share purchase agreement

There have been material breaches by the private equity group pursuant to the share purchase
agreement. Mainly, failure to pay for the shares, failure to carry out other financial commitments
and failure to effectively provide back office support and business development services. As
such, the company and CEO have commenced legal action to reclaim the voting shares currently
held by the private equity group and to seek remedy for defaults as per the share purchase
agreement and damages caused as a result thereof.

5 Significant accounting policies

The consolidated financial statements have been prepared in accordance with Canadian
accounting standards for private enterprises ("ASPE") and reflect the following significant

accoulting policies:
Basis of consolidation

The consolidated financial statements include the amounts of wholly owned subsidiaries of the
company. The company has applied Accounting Guideline 15, Cousolidation of Variable Interest
Entities, to the corporation, The guideline requires a VIE to be consolidated if a company is at
risk of absorbing the VIE's expected losses or is entitled to receive the majority of its expected
residual returns, or both.

Foreign currency translation

The company's U.S. subsidiary, Commerx US Inc is classified as integrated foreign operations
and, as such, are-transtated into Canadian dollars using the temporal method, whereby monetary
items are translated at the rate of exchange in effect at the consolidated balance sheet date and
non-monetary items are translated at applicable historical rates. Revenue and expense items are
translated at the average rates prevailing during the year.  All translation gains and losses are
included in the net income {loss).
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Property and equipment

Property and equipment are recorded at cost and amortized using the declining-balance method
at (he following rates, which estimate useful lives of the assets:

Computer hardware 30%
Tools 50%
Fumiture and fixtures 20%

Leasehold improvements are amortized on a straight-line basis over the term of the [ease.

Income taxes

The company follows the taxes payable method of accounting for income taxes. Under this
method, only current incomes for the period, determined in accordance with the rules established

by taxation authorities, are recognized as an expense.

Revenue recognition

The company recognizes revenue when persuasive evidence of an arrangement exists, services
have been rendered, the price to the buyer is fixed or determinable and collection is reasonably
assured. Revenue is recorded using the percentage of completion method for individual
contracts. When the outcome of a contract can be reliably estimated, contract revenue is
recognized In proportion to the slage of completion of the conlract at the end of the reporting
pericd. The stage of completion is determined by reference to the proportion of costs incurred to
date in comparison to the estimated total costs of the contracts. Contract cxpenses arc recognized
as incurred unless they create an asset related to future contract activity, in which case they are
reported as unexpired expenses on the consolidaled balance sheel. If estimates indicate that total
contract costs will exceed total contract revenue; the full amount of the expected loss is
recognized immediately in the consolidated statement of income (loss) and retained earnings
(deficit). Any excess of progress billings over earned revenue on contracts is carried as costs in
excess of related billings on the consolidated balance sheet. Any excess of costs and estimated
profits over progress billings on contracts is carried as deferred revenue in the consolidated

financial statements.
Financial instruments

Financial assets and financial liabilities are initially recognized at fair value when the company
becomes party to the contractual provisions of the financial instrument. Subsequently, all
financial instruments are measured at the amortized cost except for derivative assets (fiabifities)
(see financial derivative instruments policy). Transaction costs related to financial instruments
measured at fair value are expensed as incurred. Transactions related to the other financial
instruments are added to the carrying value of the asset or netted against the carrying value of
the Jability and are then recognized over the expected life of the instrument using the straight

Page | 6




line method. Any premium or discount related to an instrument measured at amortized cost is
amortized net income (loss) over the expected life of the item using the straight-line method and
recognized in net profit (loss) as interest income or expense. With respect to financial assets
measured at cost or amaottized cost, the Company recognizes in net profit (loss) an impairment
loss, it any, when it determines that a significant adverse change has occurred during the period
in the expected timing or amount of future cash flows. With the extent of impairment of a
previously written down asset decreases and the decrease can be related to an event occurring
after the impairment was recognized, the previously recognized impairment loss is reversed in
net profit (loss) in the period the reversal occurs.

Use of estimates

The preparation of the consolidated financial statements in conformity with ASPE requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent liabilities at the date of the consolidated  balance sheet.
The valuation for doubtful accounts, the impairment and economic useful lives of property and
equipment and intangible assets for purposes of calculating amortization, accrued liabilities, and
income tax provisions are the most significant items subject to estimates in these consolidated
financial statements. These estimates are reviewed at least annually and, as adjustients become
necessary, they are reported in net profit (loss) in the periods in which they become known.

6 Share Capital
Authorized, unlimited number of

Class A common shares with no par value

Class E preferred shares redesmable retractable non-voting shares
Class F preferred shares redeemable retractable non-voting shares
Class G preferred shares redeemable refractable non-voting shares

Lssued 2017 2016
kY $
5,610,137 (2016 - 5,608,751) Class A common shares 3,244,130 2,091,501
669,154 (2016 - 0) Class E preferred shares - 650,600
1,148,381 (2016 - 0) Class F preferred shares 1,407,830 1,407,830
1,379,625 (2016 - 1,086,319} Class G preferred shares 1,379,625 1,379,625

6,031,585 5,528,956

During the year, 669,154 of the Class E preferred shares were redeemed.
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7 Loans payable

2018 2017

Loan secured by general security agreements,
unlimited guarantees from Commerx US Inc.,
postpanement of claims, and subordinated to
the lender bearing interest at prime plus 10%
per annum, repayable in monthly payments

of $18,202 principal plus interest, maturing

March 16, 2018, - 48,037

Less: current portion - (48,037)

8 Commitments

The company has entered into premises lease agreements expiring May 31, 2020. The minimum
annual lease payments are as follows:

2019 73,200
2020 67.100
9 Nonrecurring items

As part of a restructuring plan put in place in 2016 during the execution of a share purchase
agreement, during the year the company made adjustments to various assets and liabilities as
write downs and write offs that were deemed to have $NIL value and no expectations of
conversion to cash. During the year $119,907 was written off.
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9/18/2019 commerx Mail - Fwd: Commerx Update and Request

Robert Kulhawy <robert.kulhawy@commerx.com>

Fwd: Commerx Update and Request
1 message

Robert Kuthawy <robert.kulhawy@gmail.com> Tue, Aug 13,2019 at 12:46 PM

Reply-To: robert.kulhawy@commerx.com
To: Robert Kulhawy <robert.kulhawy@commerx.com>

Fyi

- Forwarded message ----— —

From: Michael Martin <mgm@bdplaw.com>

Date: Thu, Aug 10, 2017 at 5:02 PM

Subject: RE: Commerx Update and Request

To: Christian Mack <christian@lotus-innovations.com>, Rob Follows <rob@stscapital.com>

Cc: Kristos latridis <iatridisk@bennettjones.com>, Robert E. Kulhawy <robert.kulhawy@commerx.com>, Michael Hart
<mhart@peerhartlaw.com>, Adlai Coronel <adiai.coronel@lotus-innovations.com>

Christian,

Fortitude is not willing to agree to the arrangements described in your email below and wants its Class F Shares
redeemed in accordance with their terms and in accordance with the terms of the Settlement Agreement. We reiterate

the demands set forth in our letter of July 19, 2017.
Mike

Michael Martin

BD &P BURNET, DUCKWORTH & PALMER LLP Law Firm

Telephone 403.260.5738 Fax 403.260.0332 Email mgm@bdplaw.com Web BDPLAW.COMN Address Suite 240, 525-8th Ave
SW Calgary, AB T2P 1G1

The information transmitted is intended only for the addressee and may contain confidential. proprietary and/or privileged material. Any unauthorized review,
distribution or other use of or the taking of any action in reliance upon this information is prohibited. If you received this in error, please corlac! the sender and

delete or destroy this message and any copies.

P—

Jasmin Dhaliwal THIS IS EXHIBIT _}: _______ ”
A Commissioner for Oaths - Notary Public referred to in the Affidavit of
in and for the Province of Albefta.
Member of the Law Society of Al?erta amdf ..... oBeeT __KuckmmalY
My Appointment Expires at the Pleasurg 0 Sworn before me thi __.Z_ ______

e . ThoAltorney General for the Province of Alberta _ Pmm R
da ,/

From: Christian Mack [mailto:christian@lotus-innovations.com]
Sent: Friday, July 21, 2017 5:25 PM ~dedl
To: Michael Martin; Rob Follows 4 Cont
Cc: Kristos Iatridis; Robert E. Kulhawy; Michael Hart; Adlai Coronel
Subject: Commerx Update and Request

e e e N ARL_ANAOL k3T 7O LA 1 PPN e Al mmnrmnthidsthrand $0L28 1 RA177RARRTIRAONRA7 Reimnlz=men.foLli4na1 7704007
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CLEHKT .
ToasT WH?E’F,LED COURT
COURT FIL ER  1801-16809
NOV o 7 -2018
COURT COURT OF QUEEN'S BENCH OF ALBERTA |
Q JUDICIAL CENTRE
JUDICIAL CENTRE ~ CALGARY |___ OFCALGARY
et ——————————

IN THE MATTER OF THE BANKRUPTCY AND INSOLVENCY ACT

AND IN THE MATTER OF THE PROPOSAL OF COMMERX

CORPORATION '
DOCUMENT AFFIDAVIT
ADDRESS FOR Burnet, Duckworth & Falmer LLP

. 2400, 525 - 8 Avenue SW

SERVICE AND

Calgary, Alberta T2P 1G1
CONTACT .. Lawyer: Ryan Algar
INFORMATION OF Phone Number: (403) 260-0126
PARTY FILING THIS &\ Number: (403) 260-0332
DOCUMENT X SImbet- -

Email address: ralgar@bdplaw.com
File no.: 076647-1

77 SUPPLEMENTAL AFFIDAVIT OF ROB FOLLOWS

SWORN NOVEMBER éﬂ‘,zow

I, ROBERT CHARLES FOLLOWS, businessman, of St. Michael, Barbados MAKE OATH AND

SWEAR THAT:

1. T am the Chairman and sole shareholder of FortAitude Financial Investments Inc., formally known

as Impact Investments Inc. ("Fortitude"). As such, I have personal knowledge of all matters

hereinafter deposed to except where otherwise stated, in which case I verily believe the same to be

true.

2. Capitalized terms not otherwise defined in this Affidavit have the same meaning ascribed to them

in my Affidavit sworn on Qctober 18", 2019 and filed in these proceedings on October 21, 2019
(the "Initial Affidavit").

9879188.1
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Correction to Initial Affidavit
3. Paragraph 18 of the Initial Affidavit states "On December 21, 2016, I sent an unsigned letter to Mr.
Kulhawy by way of email. Attached hereto and collectively marked as Exhibit "7" are copies of (i)
a screenshot evidencing the email and (ii) the letter to Mr. Kulhawy."” Upon further review of the
Initial Affidavit, only the screen shot was attached as Exhibit "7". Accordingly, attached hereto
and marked as Exhibit 1" is a copy of the letter referred to in paragraph 18 of my Initial Affidavit.

Kulbawy Affidavit
4. Ihave also reviewed the Affidavit of Robert Kulhawy, sworn and filed October 30, 2019 in these
proceedings (the "Kulhawy Affidavit"),

5. Exhibit "F" to the Kulhawy Affidavit contains only the first page of a two-page string of emails. I
have reviewed Exhibit "F*, and have attached as Exhibit "'2" the originating email from Christian

Mack of Lotus in which he requests, among other things:

'~ ...a forbearance on Commerx's redemption obligations, whereby Commerx will
(a) immediately redeem 1/3 of the preferred stock your company holds (including
the outstanding dividends); (b) redeem the remaining preferred stock your
company holder over 12 even payments beginning on 8/1/2017 and (c) pay to your
company over the same 12-month period an additional aggregate fee of $50,000.
Please keep in mind that unredeemed stock will continue to accrue a dividend at
the default rate.

6. 1 make this Affidavit in in support of Fortitude's application to classify the amounts owed to it by
Commerx as a debt claim such that Fortitude is considered a creditor (rather than an equity holder)

in Commerx's proposal proceedings and for no improper putpose.

9879188.1



State of Florida

Comnty of_Dac) e
Sworn to (or affirmed) and subscribed before me
this_bth day of November, 2019, by

Higannt Beatl,

S .

eSS S ————
ROBERT CHARLES FOLLOWS

Personally knownM (’_ﬁmlf I8 FO Uow s

OR Produced Identification_L1 A8 2.2 % nSY

Type of Identifications Produced _Din 1V gﬂf Lilente
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THIS IS EXHIBIT "1" REFERRED TO IN
THE AFFIDAVIT OF ROB FOLLOWS.

SWORN BEFOREMETHIS &~ DAY OF
NOVEMBER, 20109. =

Bali

S Yousset
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December , 2016
Private & Confidential

Robert Kulhawy
107 Pump Hill Crescent SW
Calgary, AB T2V 4P4

Re: Personal Commitment of Repayment by Robert Kulhawy
Robert,

We have developed a strong relationship of trust and friendship since our first introduction through YPO
and it is on that basis that I would like to clarify the terms under which Fortitude will proceed with the
transaction among you, Lotus and Commerx.

As you are aware, Fortitude provided Commerx with a loan in the amount of US$1,000,000 on January 5,
2016 {original in CDN and, at your request, changed to US). The loan was advanced on the
understanding that you would guarantee the obligations of Commerx under the Loan Agreement and such.
guarantee would be secured by: (i) mortgages over certain properties; and (ii) a direction to Newterra
Group Ltd. (acknowledged by Newterra) to pay over to Burnet Duckworth & Palmer LLP any proceeds
from the sale of your Newterra shares. Based on your assurances, I recommended to Jenny, as President
of Fortitude, that Fortitude make the loan to Commerx. At your request, Fortitude advanced the loan on
the understanding that this security would be promptly delivered to Fortitude; however, this security was
not provided as promised. T
_In the interest of moving forward with our relationship with you, Fortitude is willing to agree to a
' renegotiation of the terms under which Commerx will pay the amounts owing to Fortitude, subject to your
personal commitment to deliver on the promises you have made, namely that you will personally

undertake to ensure repayment of the Fortitude loan by Commerx (now in the form of the redemption of
preferred shares). .

If the terms of this letter are acceptable and you are able to commit to the promise enumerated above
please indicate your acceptance below.

Yours truly,

Rob Follows

ACCEPTED AND AGREED TO as of the date first written above.

Robert Kulhawy
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THIS IS EXHIBIT "2" REFERRED TO IN
THE AFFIDAVIT OF ROB FOLLOWS.

SWORN BEFOREME THIS_(§” DAY OF
NOVEMBER, 2019. o
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From: Michael Martin

Sent: Thursday, August 10, 2017 5:04 PM
To: 'Christian Mack' <christian@lotus-innovations.com>; ‘Rob Follows' <rob@stscapital.com>
Ce: 'Kristos latridis' <iatridisk@bennettjones.com>; 'Robert E. Kulhawy'
<robert.kulhawy@commerx.com>; ‘Michael Hart' <mhart@peerhartlaw.com>; 'Adlai Coronel’
<adlai.coronel@lotus-innovations.com>

Subject: RE: Commerx Update and Request

Christian,

Fortitude is not willing to agree to the arrangements described in your email below and wants its
Class F Shares redeemed in accordance with their terms and in accordance with the terms of the

-Settlement Agreement. We reiterate the demands set forth in our letter of July 19, 2017.

Mike

Michael Martin

' B I) & P BURNET, DUCKWORTH & PALMER LLP Law Firm

Telephone 403.260.5738 Fax 403.260.0332 Email mgm@bdplaw.com Web BDPLAW.COM Address Suitc 2400,
525-8th Ave SW Calgary,AB T2P 1G1 -

The information transmitted is intended only for the addressee and may contain confidential, proprietary and/or privileged material. Any
unauthorized review, distribution or other use of or the taking of any action in reliance upon this information is prohibited. {f you received
this in error, please contact the sender and delete or destroy this message and any copies.

vom: Christian Mack [mailto:christian@Iotus-innovations.com]
Sent: Friday, July 21, 2017 5:25 PM
To: Michael Martin; Rob Follows
Cc: Kristos Iatridis; Robert E. Kulhawy; Michael Hart; Adlai Coronel
Subject: Commerx Update and Request

Dear Rob,

This email is in response to your letter, dated July 19, 2017, which demands that Commerx
Corporation redeem its preferred stock from your company, pursuant to the agreements made
in connection with Commerx Holdings’ acquisition of a majority of Commerx’s voting stock.
As you know, Commerx has been working hard and expending resources over the last several
months to streamline and grow its core business. In addition, Commerx recently spent funds
on an unanticipated acquisition, which it believes will provide great opportunities moving
forward, including the possibility of additional debt financing, which Commerx could use to
settle its obligations to your company.
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In order to facilitate Commerx’s growth and success, we respectfully request a forbearance on
Commerx’s redeniption obligations, whereby Commerx will: (a) immediately redeem 1/3 of
the preferred stock your company holds (including the outstanding dividends); (b) redeem the
remaining preferred stock your company holds over 12 even payments beginning on

8/1/2017 and (c) pay to your company over the same 12-month period an additional aggregate
fee of $50,000. Please keep in mind that unredeemed stock will continue to accrue a dividend
at the default rate.

I would appreciate it if we could schedule a call to discuss this offer and address any questions
you may.

Best Regards, Christian Mack

Managing Director
O: 949-436-6225
M: 630-386-1836

This message contains confidential information and is intended only for the
individual named. If—-you -are not the named addressee you may not disseminate,
distribute or copy this e-mail. Please notify the sender immediately by e-
mail if you have received this e-mail by mistake and delete this e-mail from
your system. The sender does not accept liability for any errors or omissions
in the contents of this message due to transmission errors.

Please note that any views or opinions presented in this email are solely
those of the author and do not necessarily represent those of Lotus
-Innovations or its affiliated companies and partners.

Lotus Innovations, LLC, 5151 California Ave. Ste. 250, Irvine, CA, 92617, USA
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