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1. INTRODUCTION

This is the Receiver’s third report (the “Third Report”) to the Supreme Court of British Columbia.
The first report was made on April 24, 2015 (the “First Report”) and the second report (the
“Second Repert”) was made on May 15, 2015.

Contech Enterprises Inc. (“Contech” or the “Company”) filed a proposal on December 23, 2014
to its creditors (“Proposal”) under Part III, Division I of the Bankruptcy and Insolvency Act
(“BIA”) appointing Deloitte Restructuring Inc. (“Deloitte”) as Proposal Trustee. The Proposal
was approved at the first meeting of creditors on January 8, 2015 and subsequently approved by
the Supreme Court of British Columbia on January 27, 2015. However, the approval of the
Proposal was overturned by the Coutt of Appeal for British Columbia on March 6, 2015, resulting
in the automatic deemed bankruptcy of the Company. Deloitte was deemed to be appointed as
Trustee in Bankruptcy of Contech and its appointment was later affirmed at a meeting of creditors

held on March 26, 2015.

On March 11, 2015, Deloitte was instrument appointed as receiver by HSBC Bank Canada
(“HSBC”) pursuant to a general security agreement dated September 29,2011, granted by Contech
in favour of HSBC.

Upon the application of HSBC, the Supreme Court of British Columbia appointed Deloitte as
receiver and manager (the “Receiver”) of Contech pursuant to an Order dated March 20, 2015. A

copy of the Receivership Order is attached hereto as Appendix “A”.

Additional information and details of the Proposal, bankruptcy and receivership proceedings can
be found on the Trustee and Receiver’s website at: www.insolvencies.deloitte.ca/en-

ca/Pages/Contech.aspx.

On April 29, 2015, the Receiver sought and obtained an Approval and Vesting Order approving a
sale transaction to Scotts Canada Inc. (“Scotts™) vesting in Scotts the Receiver’s right, title and
interest in the majority of the assets of the Company (the “Scotts Transaction”). The Scotts
Transaction settled on May 6, 2015. A copy of the Approval and Vesting Order for the Scotts

Transaction is attached hereto as Appendix “B”.



On May 19, 2015, the Receiver sought and obtained an Approval and Vesting Order approving
the sale transactions to VegHerb, LLC (“VegHerb”) vesting in VegHerb the Receiver’s right, title
and interest in the inventory and intellectual property of a product known as “Frame-It-All”, a
raised garden bed and sand box border product made of eco-friendly, durable composite timbers
(“VegHerb Transactions”). The VegHerb Transactions settled on May 26, 2015 (“VegHerb
Settlement Date™). A copy of the Approval and Vesting Order for the VegHerb Transactions is
attached hereto as Appendix “C”.

2. PURPOSE OF REPORT

The purpose of this Third Report is to:
a) describe the activities of the Receiver since the Second Report;

b) seek an Order of this Honourable Court approving a distribution to certain of the secured

creditors; and

¢) seek an Order of this Honourable Court approving the fees and disbursements of the

Receiver and its counsel.

3. TERMS OF REFERENCE

In preparing this Report we have relied upon the financial information of the Compény and

discussions with management.

The financial information of the Company has not been audited, reviewed or otherwise verified by
us as to its accuracy or completeness, nor has it necessarily been prepared in accordance with
generally accepted accounting principles. Additionally, none of our procedures were intended to
disclose defalcations or other irregularities. Were we to perform additional procedures or to
undertake an audit examination of the financial statements in accordance with generally accepted
auditing standards, additional matters may have come to our attention. Accordingly, we do not
express an opinion or provide any other form of assurance on the financial or other information
presented herein. We may refine or alter our observations as further information is obtained or

brought to our attention after the date of this Report.



We assume no responsibility or liability for any loss or damage occasioned by any party as a result
of the circulation, publication, reproduction or use of this Report. Any use which any party makes
of this Report, or any reliance or decisions to be made based on this Report is the sole responsibility

of such party.

All currency amounts referenced in this Report are expressed in Canadian dollars, unless otherwise

specified.

Capitalized terms used in this Report and not otherwise defined have the defined meanings as set

forth in the First Report and Second Report.

4. RECEIVER’S ACTIVITIES SINCE SECOND REPORT

Since the Second Report, the Receiver has, among other things:

a) continued negotiations with interested parties in order to sell the remaining assets of

the Company, as detailed further in Section 5 of this Third Report;

b) completed a full distribution to HSBC Bank Canada (“HSBC”), Business Development
Bank of Canada (“BDC”) and First West Credit Union (“First West”) pursuant to the
Order of this Honourable Court dated May 19, 2015. A copy of this Order is attached
as Appendix “D”; and

c) continued the orderly wind down of the operations of the Company in order to complete

the administration of the estate.

As noted above, this Honourable Court approved the purchase and sale agreements for the
VegHerb Transactions attached as Appendix “C” and Appendix “D” to the Second Report (the
“VegHerb PSAs”) on May 19, 2015. The VegHerb Transactions settled on May 26, 2015.

After the Receiver delivered the application materials to this Honourable Court seeking approval
of the VegHerb Transactions, certain debenture holders asserted that VegHerb may be owed a
lesser amount. However, the Receiver investigated these assertions and determined, with the
assistance of its legal counsel, that VegHerb was in fact owed approximately $1.8 million, as stated

in the Second Report.



Pursuant to the VegHerb PSAs, the Receiver sold its right, title and interest in the inventory and
intellectual property of the Frame-It-All product. The intellectual prbperty sale was for a total
purchase price of $700,000, payable by $25,000 in cash paid as a deposit on April 15,2015 and a
$675,000 reduction in the debt the Company owed to VegHerb. The inventory sale was for a total
price of $0.15 on the dollar for saleable inventory. VegHerb paid a deposit of USD$25,000
(CAD$29,968) for the inventory on May 14, 2015. On May 22, 2015, VegHerb made a further
prepayment of CAD$23,725 towards the inventory transaction. On the VegHerb Settlement Date,
VegHerb paid the remaining CAD$18,203, for a total purchase price for the Frame-it-All inventory
of CAD$71,905. On the VegHerb Settlement Date, the Receiver ceased trading the Frame-It-All
business purchased by VegHerb.

As a result of the sales to Scotts and VegHerb, the Receiver ceased trading in the products and
businesses that were sold. This significantly reduced the number of products and businesses

involved in the day-to-day business of the Company.

Since the Second Report, the Receiver’s significant activities have also included:
a) assisting VegHerb with the transition of assets acquired in the VegHerb Transactions;

b) downsizing the remaining operations of the Company in order to reduce costs while still

retaining the value of the remaining assets;
¢) ongoing collection of the Company’s pre-filing and post-filing accounts receivable;

d) negotiating finished goods inventory sales on an “as is, where is” basis with interested
parties;

¢) reviewing and approving receipts and disbursements on a periodic basis;

f) preparing, reviewing and regularly updating the operational cash flow projections;

g) regular attendance at the Company’s head office to manage day-to-day operations along
with attendance at the Delta, British Columbia site and Contech US premises in Grand
Rapids, Michigan;

h) establishing and maintaining the Trustee and Receiver’s website to inform creditors and all
other stakeholders of the insolvency proceeding, Court Orders, reports and other relevant
information; and

i) maintaining the books and records related to the receivership administration.



- CONTINUED SALES PROCESS

The sales process conducted by the Receiver is described in detail in the First Report. Since
acceptance of the VegHerb PSAs, and approval of the VegHerb Transactions by the Court on May
19, 2015, the Receiver has continued negotiations with interested parties in order to sell the
remaining assets of the Company. These assets included a product known as “True-Dose”, a
nutritional supplement for cats or dogs, and products known as “Pro-Collar” and “Pro-Cone”, soft
protective collars allowing pets to heal from wounds. The Receiver continued to seek potential

purchasers for the True-Dose and Pro-Collar and Pro-Cone business.

As aresult of the sales process, one offer was received for the True-Dose inventory and intellectual
property (“True-Dose Offer”). The True-Dose Offer was received from Lifes 2 Good Limited
(“L2G”™) for a purchase price of $5,000. The Receivership Order authorises the Receiver to
conclude transactions for total proceeds of up to $50,000 for a single transaction (up to aggregate
proceeds of $200,000). The Receiver closed this sale to L2G on May 28, 2015. In addition, one
offer was received for the Pro-Collar and Pro-Cone inventory and intellectual property (“Pro-
Collar offer”). The Pro-Collar offer was received from CSTechUS, Inc. for a purchase price of

USD$11,402.32. The Receiver closed this sale to CSTechUS, Inc on June 23, 2015.

6. PROPOSED DISTRIBUTION

Based on the security interests granted by the Company in favour of HSBC, First West and BDC
(collectively, the “Banks”), and based on the Banks’ registration of their security and the
subordination agreements entered into between and among the Banks and other secured creditors,
the Receiver determined that the Banks collectively had a priority claim to the Company’s assets.
Based on discussions between the Receiver and the Banks, the proceeds of the Scotts Transaction
were more than enough to fully cover the receivership costs attributable to the assets sold in the
Scotts Transaction, repay the Banks in full, and leave further proceeds for distribution to the
subordinate secured creditors. Pursuant to the Order of this Honourable Court dated May 19,
2015, the Receiver effected a final distribution to the Banks on May 21, 2015. This distribution
benefited the subordinate secured creditors by fully repaying the Banks and reducing ongoing

interest charges.

The Receiver estimates that the net proceeds of the receivership available for distribution to the

subordinate secured creditors will amount to approximately $2.71 million to $3.13 million subject



to the collection of remaining outstanding accounts receivable, as detailed in the Statement of

Estimated Realizations, a copy of which is attached as Appendix “E”.

Based on a review of the security documentation by the Receiver, with the assistance of its legal

counsel, the Receiver has determined the priority ranking of the subordinate secured creditors with

an interest in the proposed distribution. These secured creditors can be categorised into the

following three groups:

a)

b)

Group A secured debenture holders, having registered their security interests between July
27,2011 and July 25, 2012. On August 1, 2012, the Group A secured debenture holders
signed an inter-creditor agreement, pursuant to which the members agreed that their
security would rank pari passu and that they would share pro rata in any proceeds.
Attached as Appendix “F” is a copy of the Inter-Creditor Agreement among the Group

A secured debenture holders. Group A consists of the following debenture holders:

$
Laurel Rayani 150,000
Cary Gregory & Janet Gregory 353,241
Julien Sellgren 220,360
Janet Shannon - 110,180
Mark Grambart 321,427
Burman & Burman Corp 111,500
Michael Brenner 116,734
Anders Treiberg 55,090
Elisabeth Treiberg 55,090
Minzar Holdings 456,703
0872951 B.C. Ltd 330,540
Group A Total 2,280,865

VegHerb, in the amount of $1,037,358.34 having registered its security interest on
February 22, 2013. VegHerb’s original claim was for $1,712,358.34, however as part of
the VegHerb Transactions, VegHerb credit bid $675,000 of its debt thereby reducing the
amount of its claim. As determined by the British Columbia Court of Appeal on March 6,
2015 (the “Appeal Decision”), VegHerb has a Purchase Money Security Interest claim
over the Frame-It-All intellectual property. Attached as Appendix “G” is a copy of the
Appeal Decision. The amount of this claim, being determined by the sale value of the
Frame-It-All intellectual property, is $675,000. This claim was extinguished by the sale
of the Frame-It-All intellectual property to VegHerb.



c¢) Group B secured debenture holders, having registered their security interests on February
19, 2014. Pursuant to the terms of a loan agreement dated March 7, 2014, the Group B
secured debenture holders signed an inter-creditor agreement pursuant to which the
members agreed that their security would rank pari passu and that they would share pro
rata in any proceeds. Attached as Appendix “H” is a copy of the March 7, 2014 loan

agreement. Group B consists of the following debenture holders:

Group B
Creditor ¥
Sadler Farms Ltd. 100,000

Paul Hooper 50,436
Marianne Hooper 50,436
BC Advantage Funds (VCC) Ltd. 1,008,721
ECL Holdings Ltd 168,119
St Patrick Holdings Ltd 168,119
Minzar Holdings Ltd 168,119
BWF Holdings Ltd 728,221
Denman Chocolate Ltd 500,000
Group B Total 2,942 171

On March 7, 2014, all members of Group A, with the exception of Michael Brenner, agreed to
subordinate their debt claims to the members of Group B for the full amount of the Group A
members’ collective claims, being approximately $2,164,131. Attached as Appendix “I” is the
Approval of Subordination of Security Interests (the “Subordination”). The Receiver has a copy

of the Subordination executed by all members of Group A, except for Michael Brenner.

As a result of the Subordination and the inter-creditor agreements, the Group B secured debenture
holders will have priority up to the amount owed to the subordinated Group A secured debenture
holders in the amount of $2,164,131. The Group B secured debenture holders and Michael Brenner
will share this priority position pro rata. The next priority position is VegHerb, which registered
its interest after the Group A secured debenture holders but before the Group B secured debenture
holders. VegHerb has not subordinated its security position to any of the subordinate secured
creditors, and specifically has not subordinated its security interest to the Group B secured
debenture holders or the Group A secured debenture holders. The third priority position is the
Group B secured debenture holders for the balance of their debt claim. Fourth is the Group A
secured debenture holders. This is illustrated in the tables below, which shows the ranking of

creditors following Group A’s subordination to Group B.



Pre-Subordination ranking

Rank Creditor $

Group A

Laurel Rayani

Cary Gregory & Janet Gregory
Julien Sellgren

Janet Shannon

Mark Grambart

1 |Burman & Burman Corp
Michael Brenner
Anders Treiberg
Elisabeth Treiberg
Minzar Holdings
0872951 B.C. Ltd
Group A total

VegHerb

Post-Subordination ranking
Rank Creditor

Michael Brenner

Group B priority

Sadler Farms Ltd.

Paul Hooper

Marianne Hooper

ECL Holdings Ltd

St Patrick Holdings Ltd
Minzar Holdings Ltd
BWF Holdings Ltd
Denman Chocolate Ltd
Group B priority total

(2 Jvesters
Remaining Group B
Sadler Farms Ltd.
Paul Hooper
Marianne Hooper

ECL Holdings Ltd

St Patrick Holdings Ltd
Minzar Holdings Ltd

BWF Holdings Ltd

Denman Chocolate Ltd
Remaining Group B total

Group A

Laurel Rayani

Cary Gregory & Janet Gregory
Julien Sellgren

Janet Shannon

Mark Grambart

Burman & Burman Corp
Minzar Holdings Ltd
Anders Treiberg
Hisabeth Treiberg
0872951 B.C. Ltd
Group A total

BC Advantage Funds (VCC) Ltd.

BC Advantage Funds (VCC) Ltd.

150,000
353,241
220,360
110,180
321,427
111,500
116,734
55,090
55,090
456,703
330,540
2,280,865

1,712,358

$
116,734

73,556
37,098
37,008
741,971
123,661
123,661
123,661
535,647
367,778

2,164,131

1,037,358

26,444
13,338
13,338

266,750
44,458
44,458
44,458

192,574

132,222

—

778,040

150,000
353,241
220,360
110,180
321,427
111,500
456,703

55,090

55,090
330,540

2,164,131

*“VegHerb's credit bid for the Frame-It-All intellectual property has been deducted from its claim




Based on the low-case and high-case scenarios outlined in the Receiver’s statement of estimated
realization, Michael Brenner and Group B (in the amount of their priority ranking debt) may be

paid out in full. However, there will be insufficient funds to repay VegHerb’s debt in full.

The Receiver does not expect there to be funds available to distribute against Group B’s remaining
debt and Group A’s debt. The estimated distribution is illustrated in the Receiver’s statement of

estimated realization.

The Receiver has realised approximately $8.4 million in sales and accounts receivable collections
during the receivership period. The asset realizations provided sufficient funds for the Receiver to
make a full distribution to HSBC, BDC and First West pursuant to the Order of this Honourable
Court dated May 19, 2015. In order to realize the assets of the Company and continue trading in
its capacity as Receiver, it was necessary for the Receiver to incur certain costs and fees. It is the
view of the Receiver that the fees and disbursements are reasonable due to the amount of
realizations and the complexity of the receivership. Copies of the invoices for the fees of the
Receiver and its counsel are attached as Appendix “J”. A copy of the Receiver’s receipts and

disbursements is attached as Appendix “K”.

In late May 2015, one of the Group A secured debenture holders contacted the Receiver’s legal
counsel and asserted that Cary Gregory had entered into a side agreement with the Company and
the Group B secured debenture holders that may have the effect of invalidating the Subordination.
The debenture holder asserted this on the basis of: (a) the fact that Cary Gregory signed the
Subordination, but did not sign a Notice of Indebtedness and Subordination; (b) paragraph 1.5(b)
of the March 7, 2014 loan agreement had the effect of “carving out” Cary Gregory’s security; and

(c) emails between Cary Gregory and others.

The Receiver considered the information provided, and determined that the Subordination was

effective, and included subordinating the interest of Cary Gregory.

With respect to the unsigned Notice of Indebtedness and Subordination, the Receiver determined
that the Subordination demonstrated the intention of the majority of Group A to subordinate their
security interests in favour of Group B, and did not require any further documents to implement
the subordination. Specifically, the Notice of Indebtedness and Subordination was not required to

subordinate the Group A members’ interests. The Receiver also notes that it does not have copies



of a Notice of Indebtedness and Subordination signed by each of the Group A secured debenture
holders. Attached as “Appendix L” are the Notices of Indebtedness and Subordination in the

possession of the Receiver.

The Receiver considered the creditor’s assertion regarding paragraph 1.5(b) of the Loan
Agreement and determined that Cary Gregory was not “carved out” of the Group A subordination.
Paragraph 1.5(b) of the Loan Agreement refers to security interests granted after the loan

agreement date, not existing security interests.

Finally, the Receiver’s counsel considered the correspondence provided and determined that it did
not appear to modify or alter the terms of the Subordination. Attached as Appendix “M” are the

aforementioned correspondence between Cary Gregory and others.

The Receiver circulated this Third Report in draft to the remaining secured creditors. In response
to the draft Third Report, the Receiver was contacted by various debenture holders with questions
and comments on the Third Report. These questions were addressed directly with the debenture
holders inquiring. None of the questions raised by the debenture holders changed the Receiver’s

conclusions in this Third Report.

In particular, Cary Gregory advised the Receiver that Group B subordinated its interest to his
interest. Mr. Gregory provided information, but no documents, with respect to this Group B
subordination. The Receiver considered Mr. Gregory’s position, and determined that it did not
change the above analysis and that there is no documentation establishing that Group B agreed to

subordinate its interest in favour of Mr. Gregory.

In June 2015, the Receiver was contacted by an individual asserting that he was a secured creditor
of the Company. The Receiver does not have a copy of any loan or security documents in favour
of this individual, and this individual does not have a current registration in the BC Personal
Property Registry. As a result, the Receiver determined that to the extent the individual has a
security interest (which is not clear), it would be an unperfected security interest, subordinate to

the registered security interests ranked above.



7 NOTICE

Since the Proposal process began in December 2014, the Receiver has communicated to the
Company’s creditors and other interested parties and stakeholders by posting information to the
Receiver’s website. Where information disclosed in this fashion is of interest to creditors or
interested parties, they contact the Receiver. The Receiver is of the view that if the Notice of
Application to approve the final distribution to the debenture holders and this Third Report were
posted to that website, it would likely reach the attention of the majority of the Company’s

creditors and other interested parties.

The Receiver also communicates on a regular basis with certain creditors and interested parties by
email. The Receiver is of the view that if the Notice of Application and this Third Report were
delivered to those creditors at the email addresses used in past correspondence, it would be likely

to reach the attention of those creditors and interested parties.

The Receiver is of the view that giving notice of the Application to approve the final distribution
to the debenture holders in this fashion would be more effective, practicable and timely than
sending materials by mail or personal service, and that it would save substantial expense. This
method of service is also consistent with the approach taken in seeking the Court’s approval of the

Scotts Transaction and the VegHerb Transactions.

8. CONCLUSION

The Receiver has completed the sales process and sold all assets of the Company. As such, the
Receiver respectfully requests that this Honourable Court grant the relief requested in paragraph

2(b) and 2(c).

DATED AT the City of Vancouver, in the Province of British Columbia, this 13" day of July,
2015.

DELOITTE RESTRUCTURING INC.

In its capacity as Court-appointed Receiver and Manager of
Contech Egterprises Inc.

and not in/its personal capacijty.

Per:  Huey Lee, MBA,|CPA, CMA, CIRP
Senior Vice Presjdent



APPENDIX A

RECEIVERSHIP ORDER DATED MARCH 20, 2015



SUPREME COURT _
OF BRITI®H COLU&T

VANCUU‘J#R REG] STES’A
MAR 20 2015 ,
© ENTERED I § No. S152303

UERA Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA

BETWEEN

HSBC BANK CANADA
PLAINTIFF

AND:

CONTECH ENTERPRISES INC.

BUSINESS DEVELOPMENT BANK OF CANADA

LAUREL RAYANI

CARY GREGORY

JANET GREGORY

JULIEN SELLGREN

JANET SHANNON

MARK GRAMBART ,

BURMAN AND BURMAN CORP.

MICHAEL BRENNER

ANDERS TREIBERG

ELISABETH TREIBERG

MINZAR HOLDINGS LTD.

0872951 B.C. LTD.

FIRST WEST CREDIT UNION

VEGHERB, LLC

SADLER FARMS LTD.

PAUL HOOPER

MARIANNE HOOPER

BC ADVANTAGE FUNDS (VCC) LTD
 ECLHOLDINGSLTD. ™

ST. PATRICK HOLDINGS LTD.

BWF HOLDINGS LTD.

DENMAN ISLAND CHOCOLATE LTD.

DEFENDANT
ORDER MADE AFTER APPLICATION

THE HONOWRARLE- H
BEFORE 4 & D9wA ) FRIDAY, THE 20'" DAY

JusTicE = ) OF MARCH 2015.

ON THE APPLICATION of HSBC Bank Canada (the “Applicant™) for an Order pursuant to
Section 243(1) of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the
“BIA”) and Section 39 of the Law and Equity Act, R.S.B.C. 1996 c. 253, as amended (the
“LEA”) appointing Deloitte Restructuring Inc. as Receiver Manager (in such capacity, the

74014.122442 KAP.11235574.3



“Receiver”) without security, of all of the assets, undertakings and properties of Contech
Enterprises Inc. (the “Debtor™) acquired for, or used in relation to a business carried on by the
Debtor, coming on for hearing this day at the Courthouse, 800 Smithe Street, Vancouver British

Columbia,

AND ON READING the Notice of Application dated March 17, 2015 the Affidavit #1 of Jeff
Lovestead sworn March 16, 2015 and the Affidavit of Huey Lee, sworn March 16, 2015, and the
consent of Deloitte Restructuring Inc. to act as the Receiver; AND ON HEARING Kimberley A.

Robertson, Counsel for the Applicant; and no one else appearing.

THIS COURT ORDERS AND DECLARES that:

APPOINTMENT

1. Pursuant to Section 243(1) of the BIA and Section 39 of the LEA Deloitte Restructuring
Inc. is hereby appointed Receiver, without security, of all of the assets, undertakings and
properties of the Debtor (wherever located) acquired for, or used in relation to a business
carried on by the Debtor, , including, without limitation, Debtor’s equity interests in its
wholly-owned subsidiary Contech (U.S.) Inc. (“Contech US”),and all proceeds of all of
the foregoing (the “Property”™).

RECEIVER’S POWERS

2. The Receiver is hereby empowered and authorized, but not obligated, to act at once in
respect of the Property and, without in any way limiting the generality of the foregoing,
the Receiver is hereby expressly empowered and authorized to do any of the following
where the Receiver considers it necessary or desirable:

(2)

(b)

(©

(d)

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

to receive, preserve and protect the Property, or any part or parts thereof,
including, but not limited to, the changing of locks and security codes, the

—relocating - of -Property--to- safeguard- it; - the - engaging of independent security - - -

personnel, the taking of physical inventories and the placement of such insurance
coverage as may be necessary or desirable;

to manage, operate and carry on the business of the Debtor, including the powers
to enter into any agreements, make advances to Contech US to fund the payroll
and operating costs of Contech US as the Receiver may consider necessary for the

operation of the Debtor’s business or maximizing the value of the Property, incur

any obligations in the ordinary course of business, cease to carry on all or any part
of the other business, cease to perform any contracts of the Debtor or to direct
Contech US to take any and all actions necessary or desireable to assist the

Receiver in carrying out its duties or in furtherance of this Order;

to engage consultants, appraisers, agents, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on whatever

74014.122442.KAP.11235574.3



basis, including on a temporary basis, to assist with the exercise of the Receiver’s
powers and duties, including, without limitation, those conferred by this Order;

(e) to purchase or lease such machinery, equipment, inventories, supplies, premises
~ or other assets to continue the business of the Debtor or any part or parts thereof;

€3] to receive and collect all monies and accounts now owed or hereafter owing to the
Debtor, to transfer ownership of bank accounts of Contech US, into which
proceeds of Property are deposited, to the Receiver and/or the Debtor, and to
exercise all remedies of the Debtor in collecting such monies, including, without
limitation, to enforce any security held by the Debtor;

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

(h) to execute, assign, issue and endorse documents of whatever nature in respect of
any of the Property, whether in the Receiver’s name or in the name and on behalf
of the Debtor, for any purpose pursuant to this Order;

) to undertake environmental or workers’ health and safety assessments of the
Property and operations of the Debtor;

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

(k)  to market any or all of the Property, including advertising and soliciting offers in
respect of the Property or any part or parts thereof and negotiating such terms and
conditions of sale as the Receiver in its discretion may deem appropriate;

) to sell, convey, transfer, lease or assign the Property or any part or parts thereof
--out of the ordinary course of business:- o S L —

@) without the approval of this Court in respect of any transaction not
exceeding $50,000, provided that the aggregate consideration for all such
transactions does not exceed $200,000; and

(i)  with the approval of this Court in respect of any transaction in which the
purchase price or the aggregate purchase price exceeds the applicable
amount set out in the preceding clause,

and in each such case notice under Section 59(10) of the Personal Property
Security Act, R.S.B.C. 1996, c. 359 shall not be required;

(m)  to apply for any vesting order or other orders necessary to convey the Property or
any part or parts thereof to a purchaser or purchasers thereof, free and clear of any
liens or encumbrances affecting such Property;
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(n) to report to, meet with and discuss with such affected Persons (as defined below)
as the Receiver deems appropriate on all matters relating to the Property and the
receivership, and to share information, subject to such terms as to confidentiality
as the Receiver deems advisable;

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

(p)  to apply for any permits, licences, approvals or permissions as may be required by
any governmental authority and any renewals thereof for and on behalf of and, if
considered necessary or appropriate by the Receiver, in the name of the Debtor;

(@) to enter into agreements with any trustee in bankruptcy appointed in respect of the
Debtor, including, without limitation, the ability to enter into occupation
agreements for any property owned or leased by the Debtor;

() to exercise any shareholder, partnership, joint venture or other rights which the
Debtor may have; and

(s) to take any steps reasonably incidental to the exercise of these powers or the
performance of any statutory obligations,

and in each case where the Receiver takes any such actions or steps, it shall be
exclusively authorized and empowered to do so, to the exclusion of all other Persons (as
defined below), including the Debtor, and without interference from any other Person.

/DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

3. Each of (i) the Debtor and Contech US, (ii) all of the Debtor’s current and former
directors, officers, employees, agents, accountants, legal counsel and shareholders, and
all other persons acting on its instructions or behalf, and (iii) all other individuals, firms,
corporations, governmental bodies or agencies, or other entities having notice of this
Order (all of the foregoing, collectively, being “Persons” and each being a “Person”™)

shall forthwith advise the Receiver-of the existence-of any Property in-such Person’s- - -

possession or control, shall grant immediate and continued access to the Property to the
Receiver, and shall deliver all such Property (excluding Property subject to liens the
validity of which is dependant on maintaining possess1on) to the Receiver upon the
Receivet’s request.

4. All Persons shall forthwith advise the Receiver of the existence of any books, documents,
securities, contracts, orders, corporate and accounting records, and any other papers,
records and information of any kind related to the business or affairs of the Debtor, and
any computer programs, computer tapes, computer disks, or other data storage media
containing any such information (the foregoing, collectively, the “Records”) in that
Person’s possession or control, and shall provide to the Receiver or permit the Receiver
to make, retain and take away copies thereof and grant to the Receiver unfettered access
to and use of accounting, computer, software and physical facilities relating thereto,

- provided however that nothing in this paragraph 4 or in paragraph 5 of this Order shall
require the delivery of Records, or the granting of access to Records, which may not be
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disclosed or provided to the Receiver due to the privilege attaching to solicitor-client
communication or due to statutory provisions prohibiting such disclosure.

5. If any Records are stored or otherwise contained on a computer or other electronic system
of information storage, whether by an independent service provider or otherwise, all
Persons in possession or control of such Records shall forthwith give unfettered access to
the Receiver for the purpose of allowing the Receiver to recover and fully copy all of the
information contained therein whether by way of printing the information onto paper or
making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or
destroy any Records without the prior written consent of the Receiver. Further, for the

_ purposes of this paragraph, all Persons shall provide the Receiver with all such assistance
in gaining immediate access to the information in the Records as the Receiver may in its
discretion require including, without limitation, providing the Receiver with instructions
on the use of any computer or other system and providing the Receiver with any and all -
access codes, account names and account numbers that may be required to gain access to
the information. :

NO PROCEEDINGS AGAINST THE RECEIVER

6. No proceeding or enforcement process in any court or tribunal (each, a “Proceeding”),
shall be commenced or continued against the Receiver except with the written consent of
the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTOR OR THE PROPERTY

7. No Proceeding against or in respect of the Debtor or the Property shall be commenced or
continued except with the written consent of the Receiver or with leave of this Court and
any and all Proceedings currently under way against or in respect of the Debtor or the
Property are hereby stayed and suspended pending further Order of this Court; provided,
however, that nothing in this Order shall prevent any Person from commencing a
Proceeding regarding a claim that might otherwise become barred by statute or an
existing agreement if such Proceeding is not commenced before the expiration of the stay

“provided by this paragraph and provided that no further step shall be taken in respect of |

Proceeding except for service of the initiating documentation on the Debtor and the
Receiver.

NO EXERCISE OF RIGHTS OR REMEDIES

8. All rights and remedies (including, without limitation, set-off rights) against the Debtor,
the Receiver, or affecting the Property, are hereby stayed and suspended except with the
written consent of the Receiver or leave of this Court, provided however that nothing in
this Order shall (i) empower the Receiver or the Debtor to carry on any business which
the Debtor is not lawfully entitled to carry on, (ii) affect the rights of any regulatory body
as set forth in section 69.6(2) of the BIA, (iii) prevent the filing of any registration to
preserve or perfect a security interest, or (iv) prevent the registration of a claim for lien.
The stay and suspension shall not apply in respect of any “eligible financial contract” as
defined in the BIA.
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NO INTERFERENCE WITH THE RECEIVER

9. No Person shall discontinue, fail to honour, alter, interfere with, repudiate, terminate or
cease to perform any right, renewal right, contract, agreement, licence or permit in favour
of or held by the Debtor, without written consent of the Receiver or leave of this Court.

CONTINUATION OF SERVICES

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

Court.
RECEIVER TO HOLD FUNDS
11. All funds, monies, cheques, instruments, and other forms of payments received or

collected by the Receiver from and after the making of this Order from any source
whatsoever including, without limitation, the sale of all or any of the Property and the
collection of any accounts receivable in whole or in part, whether in existence on the date
of this Order or hereafter coming into existence, shall be deposited into one or more new
accounts to be opened by the Receiver (the “Post-Receivership Accounts”) and the
monies standing to the credit of such Post-Receivership Accounts from time to time, net
of any disbursements provided for herein, shall be held by the Receiver to be paid in
accordance Wlth the terms of thls Ordcr or any ﬁlrther order of th1s Court

EMPLOYEES

12. Subject to the right of employees to terminate their employment notwithstanding
paragraph 10, all employees of the Debtor shall remain the employees of the Debtor until
such time as the Receiver, on the Debtor’s behalf, may terminate the employment of such
employees. The Receiver shall not be liable for any employee-related liabilities of the
Debtor, including any successor employer liabilities as provided for in Section 14.06(1.2)
of the BIA, other than amounts the Receiver may specifically agree in writing to pay and
amounts in respect of obligations imposed specifically on receivers by applicable
legislation. The Receiver shall be liable for any employee-related liabilities, including
wages, severance pay, termination pay, vacation pay, and pension or benefit amounts
relating to any employees that the Receiver may hire in accordance with the terms and
conditions of such employment by the Receiver.
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13.

Pursuant to Section 7(3)(c) of the Personal Information Protection and Electronic
Documents Act, S.C. 2000, c. 5 or Section 18(1)(0) of the Personal Information
Protection Act, S.B.C. 2003, c. 63, the Receiver may disclose personal information of
identifiable individuals to prospective purchasers or bidders for the Property and to their
advisors, but only to the extent desirable or required to negotiate and attempt to complete
one or more sales of the Property (each, a “Sale”). Each prospective purchaser or bidder
to whom such personal information is disclosed shall maintain and protect the privacy of
such information and limit the use of such information to its evaluation of the Sale, and if
it does not complete a Sale, shall return all such information to the Receiver, or in the
alternative destroy all such information. The purchaser of any Property shall be entitled
to continue to use the personal information provided to it, and related to the Property
purchased, in a manner which is in all material respects identical to the prior use of such
information by the Debtor, and shall return all other personal information to the Receiver,
or ensure that all other personal information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

14.

Nothing in this Order shall require the Receiver to occupy or to take control, care, charge,
possession or management (separately and/or collectively, “Possession”) of any of the
Property that might be environmentally contaminated, might be a pollutant or a
contaminant, or might cause or contribute to a spill, discharge, release, or deposit of a
substance contrary to any federal, provincial or other law relating to the protection,
conservation, enhancement, remediation or rehabilitation of the environment or relating
to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, 1999, S.C. 1999, c. 33, the Fisheries Act,
R.S.C. 1985, c. F-14, the Environmental Management Act, R.S.B.C. 1996, c. 118 and the
Fish Protection Act, S.B.C. 1997, c¢. 21 and regulations thereunder (collectively-
“Environmental Legislation™), provided however that nothing herein shall exempt the
Receiver from any duty to report or make disclosure imposed by applicable
‘Environmental Legislation. The Receiver shall not, as a result of this Order or anything
done in pursuance of the Receiver’s duties and powers under this Order, be deemed to be
in Possession of any of the Property within the meaning of any Environmental

. Legislation, unless the Receiver is actually in possession. .

LIMITATION ON THE RECEIVER’S LIABILITY

15.

The Receiver shall incur no liability or obligation as a result of its appointment or the
carrying out the provisions of this Order, save and except:

(a) any gross negligence or wilful misconduct on its part; or

(b) amounts in respect of obligations imposed specifically on rec_:eiveré by applicable
legislation. |

Nothing in this Order shall derogate from the protections afforded the Receiver by
Section 14.06 of the BIA or by any other applicable legislation.
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RECEIVER’S ACCOUNTS

16.  The reasonable fees and disbursements of the Receiver and its legal counsel, in each case
at their standard rates and charges, shall be entitled to and are hereby granted a charge
(the "Receiver's Charge") on the Property, as security for such fees and disbursements,
both before and after the making of this Order in respect of these proceedings, and that
the Receiver's Charge shall form a first charge on the Property in priority to all security
interests, trusts, liens, charges and encumbrances, statutory or otherwise, in favour of any
Person, but subject to Sections 14.06(7), 81.4(4), and 81.6(2) of the BIA , except in
respect of the security interest of the Business Development Bank of Canada over Fixed
assets, Furniture and Equipment to which it has priority pursuant to the Subordination
Agreement granted by it in favour of the Plaintiff (the "BDC Security"), with the
respective priorities between the Receiver's Charge and the BDC Security to be
determined at a later date.

17. The Receiver and its legal counsel shall pass their accounts from time to time, and for
this purpose the accounts of the Receiver and its legal counsel are hereby referred to a
judge of the Supreme Court of British Columbia and may be heard on a summary basis.

18.  Prior to the passing of its accounts, the Receiver shall be at liberty from time to time to
apply reasonable amounts, out of the monies in its hands, against its fees and
disbursements, including legal fees and disbursements, incurred at the normal rates and
charges of the Receiver or its counsel, and such amounts shall constitute advances against
its remuneration and disbursements when and as approved by this Court.

FUNDING OF THE RECEIVERSHIP

19.  The Receiver be at liberty to apply at a later date for authority to borrow funds and obtain
a charge over the Property (the “Receiver’s Borrowing Charge™) in priority to all
security interests, trusts, liens, charges and encumbrances, statutory or otherwise, in
favour of any Person, but subordinate in priority to the Receiver’s Charge and the charges
as set out in Sections 14.06(7), 81.4(4), and 81.6(2) of the BIA.

" ALLOCATION

20.  That any interested party may apply to this Court on notice to any other party likely to be
affected, for an order allocating the Receiver’s Charge and Receiver’s Borrowings
.Charge, if any, amongst the various assets comprising the Property.

GENERAL

21.  The Receiver may from time to time apply to this Court for advice and directions in the
discharge of its powers and duties hereunder.

22.  Nothing in this Order shall prevent the Receiver from acting as a trustee in bankruptcy of
the Debtor.
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23.

24,

25.

26.

27.

,—9—

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

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

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

Any interested party may apply to this Court to vary or amend this Order on not less than
seven (7) clear business days’ notice to the Receiver and to any other party likely to be
affected by the order sought or upon such other notice, if any, as this Court may order.

Endorsement of this Order by counsel appearing on this application other than the
Applicant is hereby dispensed.

THE FOLLOWING PARTIES APPROVE OF THE FORM OF THIS ORDER AND CONSENT
TO EACH OF THE ORDERS, IF ANY, THAT ARE INDICATED ABOVE AS BEING BY

CONSENT:

APPROVED BY

ﬁleﬁ%eﬂsbn

_@ounsel for HSBC Bank Canada

BY THE COURT ,

DISTRICT RE ISTRAR\[ F\?%H
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SUPREME COURT
OF BRITISH COLUMBIA
VANCOUVER REGISTRY

APR 2 5 2015

ENT'EWKQ

No. $-152303
Vancouver Registry

IN/THE SUPREME COURT OF BRITISH COLUMBIA

BETWEEN:
HSBC BANK CANADA
| PLAINTIFF
AND:

CONTECH ENTERPRISES INC., BUSINESS DEVELOPMENT BANK OF CANADA,
LAUREL RAYANI, CARY GREGORY, JANET GREGORY, JULIEN SELLGREN,
JANET SHANNON, MARK GRAMBART, BURMAN AND BURMAN CORP.,
MICHAEL BRENNER, ANDERS TREIBERG, ELISABETH TREIBERG, MINZAR
HOLDINGS LTD., 0872951 B.C. LTD., FIRST WEST CREDIT UNION, VEGHERB,
LLC, SADLER FARMS LTD., PAUL HOOPER, MARIANNE HOOPER, BC
ADVANTAGE FUNDS (VCC) LTD., ECL HOLDINGS LTD., ST. PATRICK HOLDINGS
LTD., BWF HOLDINGS LTD. and DENMAN ISLAND CHOCOLATE LTD.

DEFENDANTS

ORDER MADE AFTER APPLICATION

APPROVAL AND VESTING ORDER

BEFORE THE HONOURABLE )
JUSTICE WA LKEL ; 29/APRIL/2015

THE APPLICATION of Deloitte Restructuring Inc., in its capacity as Court-appointed Receiver
and Manager (the “Receiver”) of the assets, undertakings and properties of Contech Enterprises
Inc. coming on for hearing at Vancouver, British Columbia, on the 29th day of April, 2015;
AND ON HEARING Lisa Hiebert, counsel for the Receiver, and those other counsel listed on
Schedule “A” hereto; AND UPON no one else appearing although duly served; AND UPON
READING the material filed, including the First Report of the Receiver dated April 24, 2015
(the “First Report”);

THIS COURT ORDERS AND DECLARES THAT:

1. The sale transaction (the “Transaction”) contemplated by the Asset Purchase and Sale
Agreement dated April 15, 2015 (the “Sale Agreement”) between Scotts Canada Ltd.
(the “Purchaser”) and the Receiver, a copy of which is attached as Schedule “B” to this
Order, is hereby approved and the Sale Agreement is commercially reasonable. The
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execution of the Sale Agreement by the Receiver is hereby authorized and approved, and
the Receiver is hereby authorized and directed to take such additional steps and execute
such additional documents as may be necessary or desirable for the completion of the
Transaction and for the conveyance to the Purchaser of the assets described in the Sale
Agreement (the “Purchased Assets”). '

Upon delivery by the Receiver to the Purchaser of a certificate substantially in the form
attached as Schedule “C” hereto (the “Receiver’s Certificate”), all of the Debtor’s right,
title and interest in and to the Purchased Assets described in the Sale Agreement shall
vest absolutely in the Purchaser in fee simple, free and clear of and from any and all
security interests (whether contractual, statutory, or otherwise), hypothecs, mortgages,
trusts or deemed trusts (whether contractual, statutory, or otherwise), liens, executions,
levies, charges, or other financial or monetary claims, whether or not they have attached
or been perfected, registered or filed and whether secured, unsecured or otherwise
(collectively, the “Claims”) including, without limiting the generality of the foregoing:
(i) any encumbrances or charges created by the Order of this Court dated March 20,
2015; (ii) all charges, security interests or claims evidenced by registrations pursuant to
the Personal Property Security Act of British Columbia or any other personal property
registry system (all of which are collectively referred to as the “Encumbrances™), and,
for greater certainty, this Court orders that all of the Encumbrances affecting or relating
to the Purchased Assets are hereby expunged and discharged as against the Purchased
Assets. '

For the purposes of determining the nature and priority of Claims, the net proceeds from
the sale of the Purchased Assets shall stand in the place and stead of the Purchased
Assets, and from and after the delivery of the Receiver’s Certificate all Claims shall
attach to the net proceeds from the sale of the Purchased Assets with the same priority as
they had with respect to the Purchased Assets immediately prior to the sale, as if the
Purchased Assets had not been sold and remained in the possession or control of the
person having had possession or control immediately prior to the sale.

The Receiver is to file with the Court a copy of the Receiver’s Certificate forthwith after
delivery thereof.

Pursuant to Section 7(3)(c) of the Canada Personal Information Protection and
Flectronic Documents Act or Section 18(10)(0) of the Personal Information Protection
Act of British Columbia, the Receiver is hereby authorized and permitted to disclose and
transfer to the Purchaser all human resources and payroll information in the company’s
records pertaining to the Debtor’s past and current employees, including personal
information. The Purchaser shall maintain and protect the privacy of such information
and shall be entitled to use the personal information provided to it in a manner which is in
all material respects identical to the prior use of such information by the Debtor.

Subject to the terms of the Sale Agreement, vacant possession of the Purchased Assets,
including any real property, shall be delivered by the Receiver to the Purchaser at 12:00
noon on the Closing Date (as defined in the Sale Agreement).
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The Receiver, with the consent of the Purchaser, shall be at liberty to:

wtend the Closing Date to such later date as the Purchaser and the Receiver may
re%_hu* M auy QNWV/QH ‘/W[Q_‘)szyrz(\f((/] o2,
Mec 2003, ' ot~ FAvge TR &1
) make such-amendments-to ?ﬂb g‘éalé Agwcmcu‘f as-the f@rchaser-an@(.mﬂﬂenﬁiyer
consider. NEeCeSSALY QL. desirable- ‘ % [&M Cﬂa ’/7(
without the necessity of a further Order of this Court.

Notwithstanding:
(a) these proceedings;

(b) any applications for a bankruptcy order in respect of the Debtor now or hereafter
made pursuant to the Bankruptcy and Insolvency Act and any bankruptcy order
issued pursuant to any such applications; and

() any assignment in bankruptcy made by or in respect of the Debtor,

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be
binding on any trustee in bankruptcy that may be appointed in respect of the Debtor and
shall not be void or voidable by creditors of the Debtor, nor shall it constitute or be -
deemed to be a transfer at undervalue, fraudulent preference, assignment, fraudulent
conveyance or other reviewable transaction under the Bankruptcy and Insolvency Act or
any other applicable federal or provincial legislation, nor shall it constitute oppressive or
~unfairly prejudicial conduct pursuant to any applicable federal or provincial legislation.

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

The Receiver or any other party have liberty to apply for such further or other directions
or relief as may be necessary or desirable to give effect to this Order.
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11.  Endorsement of this Order by parties appearing on the application, other than counsel for
the Receiver, is hereby dispensed with.

THE FOLLOWING PARTIES APPROVE THE FORM OF THIS ORDER AND CONSENT
TO EACH OF THE ORDERS, IF ANY, THAT ARE INDICATED ABOVE AS BEING BY

CONSENT:

s ——

Signafure of Lisa Hiebert
O Party I Lawyer for the Receiver

BY THE COURT

7 -
7

\/ﬁﬂw\

REGISTRAR ¢



Schedule A — Counsel List

Name : : Party Represented

Lisa Hiebert Deloitte Restructuring Inc., receiver and
' manager of Contech Enterprises Inc.

Matthew Nied ' Scotts Canada Ltd., the proposed purchaser
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PURCHASE AND SALE AGREEMENT
This agreement (this “Agreement”) dated as of the 15 déy, of April, 2015
BETWEEN:

Seotts Canada Ltd., 4 company incorporated under the federal laws of Cariada
and having its registered office at 199 Bay Street; Suite 5300, Comuierce Court
West, Toronto, Ontario, Canada, M5L. 1B

(the “Pyrchaser™)

Déloitte Restructuring Inc., in'its capacity as sourt-appointed receiver over the
assets, undertakings and properties: of Contech ;Entegpris_es Ttic., and not in its
personal capacity '

- {the*Receiver”)

A.  OnMarch 20, 2015, an ‘thé application of HSBC Baik Canada, the Sufteme Coutt of
British Columbia (the “Cotrt”) in Action Number S$152303, Vancouver Registry (the
Receivership Proceedings’), appointed the Receiver 1o act as receiver -gver the assefs,
utidértikings and propérties of Contech Enterprises Ine, (“Contéehi™) pursuait o i order of the
Coutrt {as such order may be amended or restated from time {0 titne, the “Receivership Order”).

B,  On the dafe hereof, Contech carries on the Purchidséd Business and thé Excluded
Busingss (each as défined below), '

C.  The Recelver desires to sell, or to cause.to.sell and the Purcha
of thée assets of evéry kind and description and Whetesoever sitia

ser desires to purchiase, all
( nd . eSciif _ f the Purchaséd Biisiness,
inicluding, without Hitnitation, all. related inventory; accounts teceivable and cash in the

Receiver's banl accounts derived from the Purchased Business as af April 15; 2015, all
Titelléetifal Property and the assets described in Schedule “A” heréto (the “Puirchased Assets”™),

whicl will not include-fhe Teascs, the Nooski Contract; any contracts entered into in copnection
with ‘the Industrial Business or the:4issets felated fo the Excluded Business, upon the tefis and
subject to fhie conditions set forth in thig Agreemetit, upon Closing,

D.  Confech is the owner of the property, rights and interests of the Purchased Business, -
ingluding, without limitation, the propeity, rights and intetests listed on Sehedile “A® heteto.

NOW THEREFORE “(HIS. AGREEMENT WITNESSES that in consideration of the premises
and fhe covenants and agreements hercin contained the parties hereto agiee 4§ follows!
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1. DEFINED TERMS
‘Capitalized terms used but not otherwise defined herein shall have the following meanirijss:

“Apinial Repellant Bitsiness” means ié business of the development, sianufacture and sale of
Ho-activated sprinkler animal tepellents and sonic animal repellent devices, including,
withput limitation, the ScareCrow Sprinkler and Catstop Repéllent devices, cdnted on by
Cositéich in Cenada and the Usiited States of America as of the date hereof; and other activities
related thereto.

“Approval and Vesting Order” means an Order-of the Court in thé-Récei\iiefSiﬁp Proceedings,
as required, substatially in forin attached as Schedule “B* hereto and as may be amended with
the consent of the Receiver and Purchaser acling reasonably,

“Applicable Law” means, in respect of any Person, property,-iransaction or event, any domestic

or foteigh statiite, law (incliding the ommon law), ordinarice, fule, tegulation, treaty,
testriction, regulatory pelicy; standard, code‘or guideline, byilaw .or order that applies in whole
or in part to such Person; property, transaction-or-event. '

“Assumed Liabilities” has the meaning has the meaning dsctibed thereto in Section 2.3.

“Business Day" means 4 diy-othér thas 4 Saturday, a Suniday or a statutoiy helidey in British
Columbia.

“Canadian Dollars” means the lawful curreney of Canada,

“Consent andl Approval™ means, as applicable in respect of an inshument, document,

anfhorization, -contract or agreement, :a-¢onsént, approval, notification or waiver from or filiig
With, anly third party Petson (including any ‘Governmentil Authority) as may be required to
assign or transfer such agreement pursuan fhe transactions coptemplated by this Agreement,
n form and substafice satisfactory to the Paicliaser, acting reagonably.

“Coiirt™ has the misdning ascifhed thereto i thig Resitals.

“Clalin” ‘toeans any olaim, @ticd, demaiid, Catise of action, siit, complaint, proceeding;
atbitration, judgment; seltlentent, award, assessment; re-assessment; order, investigation, enquiry
or hearing made or-threatened.

“Closing” means the coiipletion of the purchass aricl gale of e Purthased Assels iri acgotdance
with the provigions of this Agreeient.

“Closing ‘Date” mieans the 2" Business Day following the day on which the Approval and
Vesting Order- is ‘obained, or such other time -and date as may bé agreed uponr b Wiiting by
Redeiverand Purchasér, actingFréaSbﬁably. '

«Cliitstinas Tree Staids Business” moans. the bissiniess of the development; mantufacture and

[

sale Ghristmas free stands and other Christmas products carried on by Contech in Canada and the
Uniited States of America s of the date heredt,-atid Gther dotivities related thereto.
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“Dataroom” means the dataroom established by the Receiver in connection with the transactions
contemplated by this Agreement.

“Encumbraiicés” means any and. all security interests (whether contractual, statutoty, or
otherwise), hypothecs, mortgages, frusts. or deemed trusts (whether confractual; stefufory, or
otherwise), lians, exceutions, leviés, charpes, or other firiéncial or monetary clainis, whethier or

not they have attached or been perfected; registered orfiled and whether secuired, unsecured or

otherwise including, without limiting the generalify of the foregoing: (i) any-encumbrances or-
charges ¢radted by Receivership Order or subsequeit orders in the Receivership Proceedings;

anid (1) all charges, security interests or dlaims evidenced by registrafions pursuant to the

Persondl ‘Property Security Act (British Calutibia) or any other pérsotial property registey
syster, .

wfixclagied Assets” meas afl assets of Contech, other than the Purchased Assets, including,

-withouf limitation, all related inventory, accounts receivable and ¢ash In the Receiver’s bank

acauiifits detived from flie Bxcluded Business 45 &t April 15, 2015,

“Exclided Business” fiigans the Pet Care Biisifiess; the Christmés Trew Stands Business and thie

Gatden Bed and Sandbox Business.

Hnsceliidied Contacts” fieans all contracts, licences, lases, agresiients, obligations, promises,

rtikings, understanilings; arrangements; documents, commitments; enfitlementsor
nts to which Coitech is a party 6r:b¥ #which Contech is bound of urder which.Contech

has, or Wilkhave, any lidbility or contingent liability (n each case, ‘whether-writteh or ofal,
express or implied) other than'the Purchased Contracts, as same fitdy be afiended and/or réstated,

arid includifig any and all related quotations, ordets, proposals o tendets which remain open for
.

acoeplance; warraniies andguarantees and documents ancillary hereto including, without
limitation, the Nooski Céiitract and any coiitracts felated to the Iiidustrial Busifiess..

“Excluded -;I,igbiliﬁcs” means all ‘Liabilities =nt}},e3‘ﬂ;-:t1}gn the SFU Liability and. the Assumed
Liabilitiés, ‘inicluding, without: limitation, -axy Liability related to the Exeluded Business,
including, without limitafion; any Encumbianoes, any énvironmental liability and any Lisbilitics

relating 1o any Excluded Coiifract or Lease orany clatiniFor Taxes, inferest, pénalties or'fines,

“Governmentdl Authority” fhedns any goveriment, regulatory aithority, goverhinesital
department, agency, commission, butedu, court, judicial bodyy arbitral bedy or-other law, Tule or
regulation making entity:

(8  ‘having jurisdiction over Contech, the Receiver, the Purchaser, the Purchased
Business of the. Pufchased Asspts of hiehalf of any country, province, state,
Igcality or ofher geogtaghical or political:subdivision thereofior

() oiercising oF ititled to exeroise any administrative, judicial, legislative,
tegulatory or taxiiig aithority or power with respeot to the Purchased Busiiess or

Purchased Assets,
“Indastrial Bushiess” wficins the business of the: deyelopment, manufacture. wid sale of
pheromane sdhesive traps and lutes for the. control or-eradication of rodents and insects used in
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the agriculture, forestry, apiculture, arboriculture markets including, without limitation, bed bug
tiaps, yellow jacket and wasp traps, friit fly traps, Japanese beetle traps, mosquita repellents and

rodent lutes ard fraps carried on biy Contech iit Candda and the United States of América as of

the date hercof, -and other activities reldted thereto,

“Tiitéllectual Propeity” meails domestic and foréign: (i) paténts, applications for patents and
reissues, divisions, continuations, renewals, -gxtensions and continuatiofis-iti-part of patents or
patent applications; (ii) proprietary and non:public business information, including inventions
(whether patefitable or not), invention disclosires, improvements, discovéries, trade secrets,
confideniial dnformation, know-how, methods, pracesses, designs, technology, technical data,
schemaics, fotmulae anid:tiistomer lists, aid documentation felating to any of the foregoing; {iii)
copyrights, copyright registrations and applications for copyright registration; (iv) iask works,
mask- work registrations and applications for mask work registrations; ‘(v) designs, design
fegistiations, design Tegisicafion applications and initegtated citcuit topographies; (vi) trade
names, business names, corporate names; domain names, website names and wotld wide‘web
addresses, common law trade-marks, trade-miark regisiratiofis, trade mark applications, radé
dress and logos, and thie goodwill assogiated with any of the foregoing; (vil) software; and {(viii)

any ‘otherinigliectual property and indusjrial property.

“Garden Bed and Sandbox Business™means the business of the development, manufacture-and
sale of Taised bed igaidsns, sandboxes #ind other lawri id ‘garden produsts; including, Without
limitation, Frame-It-All, Crayola sandbox and Birdies Garden Products darried on by Confech in
Canada ‘atid the Unitéd ‘States of Ametica as of the daté Nereof, and -gther aotivities Telated
thereto. - :

“,eases” mieans the all of the teal property leases to which Contech is a patty or which relateito
the Purchased Assets including, without limitation, the leases entered into in connection with' the
propetties located at the following addiesses: (i) 115 — 119 Dallas Road, Victoria British
Colunibia; {if),814 Straight Street, SW, Grand Rapids, Michigan; (i) 336 Straight Ave. SW,

Grand Riipids, Michigan (iv) - wiibiis Street, Petth-A#idover, New Briiswick, E7H 1T3

(v) Lot 137 Disiriot Lot 129 Group 2 New Westminster' District Plan 61530, Delta, Britisht

Columbia,

“J cased Properties” means the lands and premises which are the subject of the Leases.
“Liabilities” means any and all debts, liabilities and Oblig_at:ioﬂ_s-,__ whether accrued or fixed,
absolute- 6t contingent, matuted or unmatofed of defermined or détetiminable, wicluding those
arising wnder any Applicable Law, Claim or Order, and ‘hose arising under any- contract,
agtesment, drrdtigeiient, commitment or undertaking: )

“Noosld Agreemient” means the distribnitor ‘agreement between Nooski Limited and Conitech
dafed July 25,201 1.

“Order” means any order, decision, détermination, judgment;

order, decision, determinafion., judgment; injunction, decree, award or writ.

_ _ : ] {; finjunction, decree, award or Wrif
With respect to the Purchased :Assets Twidé by any coutt (jiieliding the Court), arbitrator or
Governmeritd] Anthority, «6r ofher Person 'Who has jurisdiction over the subject matter of the
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“Person” means any individual, 'coquggtion,_ partnership, joint venture, limited lability
:company, association, triist, governmental body.or any other entity or body.
“Pet Care Business” means the business of the dgvelopment, ianufacture arid sale of products
selated to pet wellness and training carried on by Contech in Canada and the United- States of
Aerica as of the date hereof, and other 4ctivities related thereto.

‘spurchased Assets” has the meariifig ascribed thereto in the Recitals.

“Purchased Biisiness” means the Tanglefoot and Phéra Tech Business, the Industrial Business
-and the Animial Repellant Busingss;.

“purchased Coniracts” means all contracts, licences, leases, agreements, obligations, promises,
undertdkings, understandings, dfrangements, -dogiinents, comuitiefits, entitlements or
engagéments relating to the Purchased Assets, exogpt for any conitracts: enfered ‘into in relation to
the Industridl Business, as same may be amended :and/or restated, and drichiding any and all
feldted quotations, orders, praposals of tenders swhish remain open for doceptance, warrajities
arid guaiaritess and dociments ancillary thereto, '

“Purclizser’s Sellcitors” means Stileman Elliolt LLP.
“Repeiver™s Solicitors” means Borden Ladner Geryais LLP.

“SFY Liability” has the megning has the meaning ascribed thereto in Section' 2.3,

“Tangléfoot and Phero Tech Business” means-the business of thé-devélaprient, manufacture
and sale of rodent arid irsect attractants, Tutes, Topéllenits and batriers (adhesive or .otherwise),
tree care products and bird repellents carrigd on by ‘Gontech in Canada and the Urited States of
America as of fhe date heredl, and other activities réléted thereto, '

“Tax Act™méans the Jigome Takdct, R.S.C. 1985:(5th Supp.) c.1, &s sménded.

axes” means any and all faxes including; without limitation, (i) &Y figt income,

' : gross teceipts, matgln, gross margin, sales,
property taxes (or similar), transfer,
i _ d, fiet woith, capital stock, license
withholding, paytoll, social security (or sitnilar), employment, wnemployment; disability, excise;
severance, stamp,soccupation, premium; property, environmerital or windfall:profit tax, custom,
duty or other tax, governmeiital fee or.other like assessient or charge of any kid ‘whatsoever,
together with aiy interest or.any pepalty, addition to tax .or additional amount-imposed by any

use, value added, ad valorem, es
registration, -estimated, franch :

Governmental Authority responsiblé. for the imposition of any such tax. (doritestic: o foreign),
whether disputed. or not, (ii) any Ligbility for the paymiant of any amotints of the type deseribed
in (i) as a resulf of being a memb n'affiliated, consolidated, combined or unitary gioip. for
iy tkable peiiod or as the reslt of beirig a tiansfeféd of successor thereof. vind (i) ny
Tighility for the payment of any amounts of the typs desoribed in (i) or (i) as-a:result of any
express orimplied obligation fo indémnify afiy-othet Peérson.
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3,  OFFER TO PURCHASE THE PURCHASED ASSETS

21 By signing this Agreemeiit and delivering it 1o the Receiver or thie Reseiver's Soliciiors,
ik Purchaser hereby offers to purchase Contech’s and the Reoeiver’s right, title-and interest in

the Purchased Asséts for the aggregate price of $4,850,000 (the “Purchase Price”) and will

yssume the SFU Liability- (as defined below) on the terms and conditions set out i this

Agreement (the “Offer”).

22 Notwithstanding airything to the contraty in Section 2.1 or elsewhere i this Agrégmient,

the Putchased Assels-shiall not include-the Bxcluded Assets, which shall remain the property of

Conteth and nothing hérein shall be deemed 1o sell, transfer, assign or convey the Excluded
Assets.

23 Upon the terms.and subjeci to the conditions setforth in this Agreement, the Purchaser
shall: (1) assuinie the $150,000 debt payable from Contgch to Simon Fraser University (the “SFU
Liability”); and (i) assume and shall pay,-discharge; honour and ‘perform, from and after-the
Closing Date, the liabilities and obligationis W ith respect to thé Prrchased Absets arlsing on or
afier the Closing Date and not rélated to any defaul. existing prior to or as a conisequence of the
closing of the: transaction contemplated by- this Agreement (the “Assumed Liabilities”). The
Putehaser shill viot @ssiime atid shall havé n6 obligation to disclidige any Yiability, or obligation
undes any coniract or other agteement which is not assignable in ‘whole or ‘in part without the
consent.of the other party or partiés to such contract of'6ther agréenieiit, unless such consent has
beeii given or siich assigiment his beeit ordered by the-Cowt,

3

24 For certainty; the Purchaser.shall ‘not, at Clgs;fing or otherwise, agsume or be liable for

the Bxelided Liabilities or any ther Liabilities of Conteeh whigtsoever other than the SFU
Liability and fhe Assuméd Liabilities from and following the Closing Date. :

2.5  This Offer may 'be aceepted by delivery by the Receiver 6f & copy of this Agieeinént

signed by the Regeiver and the Purcliaser 10 the Purchser.

2.6 This Offer will remain open for acceptance unfit 11:59pm April 22, 2015 (Pacific Time),

after wiitch timie it will be deemed to have been aitomatically withdrawn.

97 It fhis Offer is not accepted by the Recefver, the Offer will be extinguished and will no

Jonper be'tinding on the Purchaser,

3, PURCHASE AND SALE OF THE PURCHASED ASSEYLS'

441 ' Purchase and Sale. Upon delivery by the Receiver to the Purchaser of a signed copy-of

this Agreement éxecnted by each of the Receiver and the Purchaser, this Agteement shall
Agreement whereby the Recdiver agtees o sell and ransfer to the Purchaser
the Purchaser agrees to purchase and fo acquire:directly oriindirectly, the

asing the Purchased Assels pursuant to the Approval and
, free and clear of afid from any and dll ‘security iriterests (wWhither
contragtial, statutory, or otherwise), hypothecs; mortgages, trusts ot :deemed fiusts (whither

‘contractual, statutory; or otherwise), liens, ‘executions, levies, -charges, .or -other financial ot




monetary claims, whether or not they have attached or been peifected, registered or filed and
- whether seciiied, unsécured of otherwise. :
4.  DEPOSIT AND PAYMENT

41  PurchasePricé, The Purchase Price for the sale, assighment, trarisfer and conveyance of

the Purchased Assets to the Purchasershall be payable as set forth (all in Canadian Dollars):

(@)  $500,000 (being 10%:0f the Purchass Price dnd the SFU Liability) by way of
deposit (the “Deposit”) payable fo the Regeiver upon delivery of this Agréement,
execited by the Purchaser, to the Receiver;and

(b)  aélo the balative of ths Purchase Piica: (the “Unpaid Balance”), on the Closing
Dite. ' ' ;

42  Deposit. The Deposit which has beén piid to the Receiver in aésortiance with Section
4,1(a), shall bie dealt with as Tollows: : :

(2)  {lie Deposit shall'be placed in an iniferest bearing trust account.
(b)  the Deposit aiid any interest eariied thereon shall be pdid-to the Receiver:
() and credited to fhe Purchage Price at the Closing Date; o

(i)  asliguidated damages, if the Claging does not occui betause the Purchaser
bredchid any of its representations; warrantles or covenants under ihis
Agreement; ‘the Parties herchy apreeing that the Deposit constitites 2
penuinie pré-gstimate of the datnages tht will be siffered by the Recgiver
in siich cirgunstances,

()  The Receiver acknowledges and. agrees that it has no iifefest in ‘the Deposit
xcept thie right to Teceive the Deposit in thoge ceftain cireimistanices described in
paragraph (b) abovi he Closing does not ocour for any reason other than a

breach by the Purchaser ofits representatiotis, wairanties of covenants under this
Agreement, the full amount of the Deposit fogether with all dcerued interost
received by the Receiver, if any, shall be immediately retumned fo the Purchaser.

e

()  If the Reeeiver has iot:accepted the Purchaser’s offer to purchase the Purchased
Assets priof to 11:59pm (Pacific time) on April 22,2015, then, consistent with
Section 2:6"full amount of the Deposit together-with all accrued interést regetved

by the Receiver, ifariy; shall beimmediately relurned to the Purchaser.

35 TAXELECTIONS

51 GST/HST, The Receiverznd the Purchaser shallvise thei bost efforts in good faith o
tiininize (or clilidaté) any taxes puyable under the £ Act (Canadg) in'tespect of the
sing by, among other things, making such elections nd faking such steps ds iiay be provided

for ander that Act {(including, for giedter certainty, maldng 4 joint election ina timely manner
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under Segtion 167 of that Act) as may:reasonably be requested by the Purchaser in:connectioft.

with the Closing. :

‘52 Accouits Receivable. I gpplicable, the Receiver and the Purchaser shall exeute an
‘¢lection as to the sale of any accounts receivable-under section 22 of the Tax Acf of any simildr

tax. législation in 4 manher consisteit with the Prirchase Price allocation to be agreed between the
Puschaser or ifs desigrice and the Receiver pursyant to Section: 12.2.

6. COVENANTS

64 Court Application. The Receiver shall, immediately upon 'the execution of this
‘Agreement, make application to the Coutt for the Approval and Vesting Order, The Receiver

“shall use its iest efforts to provide the'Cout with all necessary docuents; forms, consents and

e

‘othier inforimation the Court may require’in order to obfain the Approval and Vesting Ordér as
-expeditiously as possible.

62  Acdéss to Assets. and Recofds: The Receivet shall forthwith make avaifable to the
Purchaser and its aufhorized Tepresentatives and provide copies thereof of all tifle dociitients,

contracts, and all other dotuiients, information and data relating to the Purchased Assefs.

63  Assighmeit of Purchased Coniracts. Subject o the conditions ‘and terms hereof, ‘at
Closing, the Receiver shall adsign 10 the Purchager all ‘of the Recelver’s tights, beiights and
iiiterests in and to the Piitchased Contracts and the Purghaser shall assume the obligations and
liabilities of the Receiver ynder the Purchased Cofitidcts at Closin . Notwithstanding the
foregoing, this Agreement and any deeniment delivered wiider this Agieement shall not constitute
At assiphiment o an attempted assignment of any Purchased Contract contemplated. to be
assigned to Hhe-Purchaser ander this Agresment that 36 iiot assignable witholit the Consent-and
‘Approval of a’third party uiilsss (i) such. Consent and.Approval has been oblained or (if) the
assignment has been ordered by the Court.. .

Prior to the application fof fhe Approval dnd Vesting Order, the PusChaser shall use its
cotimercially réasonable efforts to obiain; any Consent.and Approval necessary for the

agsignment of any Purchased Contract to:‘fie Purchaier. The Recelve ‘sh_ail prb\j'iide: its
reagonable cooperation to Assist the Purchaser ii-obtaining any suich Conseiits and Approvals.

7. CONDITIONS PRECEDENT

71 Theobligatiofi of the Reeiveito compléte the sale of the Porchiased Assets contemplated
by this Agreement and of the Fuirchaser to complete the -purchase of the Purchased Assels as

contemplated by ihis Agreement are subjest: 4o the éﬁﬁéﬁd&fﬁph of each. 6f the foDOWiﬁg
conditions (the “Céﬁdiﬁnns?'Pk‘ééédent”_)‘?b_jf.fhé dates ‘set £oith below, and if no ‘dates ate set

Torih then by or at the Closing Date:

\

()  Representations rid Warafifies, All representitions and watrantios of thie
. Receiver and the Puichaser contained in this Agreement shall b true and gorrect
' ag:at'the Closing Date with the same force and effect as if made at-and as of uch




(b)

{c)

(d)

()

®

{g).

(h)

M

nterad ihto fully execiitéd assigiment afid dssumption ggré

(Clogiis Delivérables, The Recsiver shall have delives

"0

Compliance _with Covenants. The Receiver shall have complied with and
perfoiined in all matérial réspects all of its covenarits and obligations coritaiged in
this Agreement requited to be performed by it prior to or by the Closing Date;

Apiiroval and Vesting Order, TheReceiver shall have obtained thié Approval and
Vesting Order by no later than April 30, 2015;

No Actions or Proceedings. -As of thé Closing Date, no appeal of,smotioh to vary,
Stdy or vacaté, of; motion for leave to appeéal the Approval and Vesting Order
shall be outstanding, pending by any Person {not including the Purchaser) or any
Goverriméntal Authority;

No Orders. As of the Closing Diate, no oider grdirection shall have been made by
any Governmental Authority which would Have the effect of prohibiting or
preveniting ihie sale of the Purchased Assets to the Purchaset;

designee shall ‘have
srécinents in relation to
the assignment of: (i) the NSERC Indusirial Research Chalr -and Intellectual
‘Property Agreement by and among Contech. Enterprises, Inc,, Simon Frasél
Univeréity, and Professof Gerhard J. Gries dated March 1, 2014; (i) the NSERG
Industrial Research Chair and Intellectual Property Agreement by and among,
Contech Briterprises, Tiici, Simon Fraser University, and Professor Gethard J.,
Gigs dated Ogtober 13; 2009; and (ifi) the NSERC Indusirial Research Chair and,

Intellectual Property Assipnments. The: Purchaser or its

Intellegtual ‘Property Agreement by and a'mq_n_g Contech Eriferprises, Inc., Simon
Yraser University, and Professor Gerhard J, Gries datéd Febriaty 17, 2004;

Technology. Licence Agreement. The Purchager orits designee:shall have entered

dnto a worldwide, exclusive téchnalogy license agreement With Simon Fraser

Uliiversity in a form and with a royalty rate that are acceptable to the Purchaser,
adfing reasomably;

‘Ernployment Agreement. The Purchaser or its désignee shall have gntered into an

employmerit- agreement with, Jean LaFontaine fin a form accepigble to the

Purchaser; acting reasonably;

losirip ¢d or caused to be delivered
fo the Purchaser.all items referred to in Section 11.1-and the Purchaser shall have
délivered- or Gauged to be deliversd to the Puichaser all items feferted to in
Section 11,2;

‘The foregoing conditions arg-inserted for i_tht‘é-._m_u_t’_ugl benefit of the Receiver atid the Purchaser
iid may be waivéd in ' wheleor in part only if jointly waived.in writing by the Receiver and the
‘Putchaser at of prior to the applicable time set for the satisfaction. of such conditions,
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8. REPRESENTATIONS AND WARRANTIES OF THE RECEIVER

81  The Purchaser acknowledges that it is-acquiring the Purchased Assets on 4n “as is; where
is” basis, withouit representation anid warranty and withont reliance oni any information provided
1o the Purchaser by ot on behalf of the Receiver, except {hiat the Reeeiver makes the following
representations and warranties o the Purchaser; ) '

()  DueAuthdrization, Ap rovals and Consents. Subject to obtaining the Approval

' and Vesting Order: (1) ‘the Receiver has been appointed as ‘receiver -of the

undertking, property afid #ssets of Contech, inhiding the right, title aiid Trterest

of Cotitech {n and to the Purchased Assets; (il) the Receiver has the authoiity to

assign, trangfer and convey the Purchased Asses o the Purchaser in the manner

cofttemplatéd Herein; and (if) this Agresment and all other agtesments, doeuments

and instruments Tequiredd to be dellvered by the Regeiver hereunder hay

duly executéd and delivered by thé ‘Receiver dtid constitite and will -

legal, valid #nd binding cbligations of the Receiver, eiiforceable in accordance.
yiftheirterms;

(6) NoActions 6f Poceedings. To ihie-knowledge of the Receivir, there isirio action,

suit, proceeding or Glaim against Contech or the Receiver that is pending or; to
the Receiver’s knowlédge, threitéiied againist Contech -or the Recéiver ih any
couit of by or hefore alty Governtéiital Authoity that woiild adversely affect the
Receiver’s ability to-perform its ‘obligations qunder this Agreement an a timely
‘basts; :

written or-oral agreemetit for'the _puréhas'e or license from thé Réceivér of any of
thie Purchased Assets; :

() No Otber. Agreements, Except for the Purchager, tio Person has or will have a

{d  Tazes. The Receiver and, to the Regeiver’s knowledge, Contech have; in
accoidance with applicable law, invoiced, colletted, ‘withtield, reported and
remitted fo the sppropriate taxing -aufliority (within the tinde prescribed)-all: (i)
sales, transfer; -use’ cusfoms, goods an [ services. and other taxes, including any

interést or penalties thereon, swhich are dne and paygble by the Recstver of, 1o the
Receiver’s knowledge, Contech; (i) withholding, payroll of -employment taxes,

empibyﬁient iniglrance, Candda Pension: Plan and provincial pensiol filan
ired by applicable law; and

contributions and oftier detictions at sontce as reqw.
(i) 4ll non-resident withholding taxes -as requited by applicable law, The
Recdiyer is a registrant forthe parposes-of the tax imposed ntider Patt TX of the
Fxcise Tax- Act, (Ganada); and jts registration number is 12789 3605, ‘The

1] g

Receivét is not 4 non-resident of Candda within. the theaninig. of the Tax Actidnd

5. REPRESENTATIONS AND WARRANIIES OF THEPURCHASER

91  The Purchaser represenis and warrants o the Receiver ag follows, with the intent that the

Receiver-shall rely thereon in entering into this Agreement and iti coricluding fhe purchase and
salé contemplated herein:




@

(b)

{c}

@
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}Form:a‘tioh‘»and Good Standing, The Purchiaséris a cofporatton duly incorporated,

validly existing and organized and in good standing upder the laws of its
incotporating jurisdiction, and has thé gorparate powet and :capacity to enter info
this Agreement and fo carry out its terms;

Authority to Purchase. The execution and delivery- of this- Agreement and the
comnpletion of thie trénsaction contemplated herefn shall by the Closing Date be
duly and validly authorized by-all necessary corporate action on the part of the
Puichaser, and this Agigement will gonstitute’a 1égal, valid and binding obligation

offlie Purchaser enforceable against the Purchager in accordance With its terms;

Absence of Legal Conflict: Neither the- execution and delivery of this Agreement:
iy the Purchaséf, nor the perfotmance of this Agteement by the Purchaser and the
consummation by the Puréhaser of the ‘fransactions contemplated by this
Apreement Willi ‘

(i)  conflict with o violate the constating documents of the Puichaser of any
’ resGlution of either ofits directors or shareholders; )

(ij  conflict with of vielate any law, rule, regulation, perpiit, Order, judgmerit

*7 o¢ deores applicableito the Purchaser ot by which ifs properties are bound
oraffected, the coniflict with which ot violation of whi “would prohibit of
materially delay the Purchaser's-ability to petform its obligatiors under
this. Agreement; or

@ity result it mny breach of of constifute 4 Jefault (or an Bvent which with
7 notice or lapse of (ime or both would become a default) under any
agre fo whici the Piifchaser-is A party.or by which the Purchaser or

any of its-properties is bound or affected iand which wonild prohibit or
materially delay the Purchaser’s ability- to perform its obligations under -
this Agreement.

the Parchasetis orwill be registered under Part IX of the Lxeise Tax-Aet (Catiada)
on 6r before the Closing Date.

i0. SURVIVAL OF REPRESENTATIONS AND WARRANTIES

101 The representations and ‘warranties made by each of the Recetver and the Purchaser in
this Agreemefit willanerge oti Closing and not Survive, .

162 PURCHASER’S ACKNOWLEDGEMENT

10.3 The Purchasér hereby-expressly acknowledges and agrees that:

(a)-

the Receiver is acting -only inl iis Tepresentative capacity as Court-appoinied
receiver over the Purchased Assels and not in its personal capacity and shall have
o Tiability ufider 6f:ds & result of éftering into :or cafrying out the iransaction
which is the sibjectof thils Agteement;




®)

©

(d)

(e)

®

(€)
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the Purchaser must ‘make its own ‘atrangements to Support this Agrecment in
Court; '

if the Coiirt vacates, sefs aside or Varies any Order approving this Apfesiient, or
does not -approve the Agreement or the Approval and Vesting Order, for any
réasgn whatsoever, then the Regciver shall niot be liable to the Purchaser of any
other person in anyway whatsoever;

ttié Purchaser has rélied eitirely upon its:own inspection and investigation: of all
riatters in respéct of the Purchased Assets; :

the géceivgr has oot made and will not make any warranty or representation in
rélation to the Purchased Assets inchiding &y warranty orrepresentation s to the
fitness, design; condition of quality of the Purchased Assets;

no representation, warranty or condition is ‘expressed by the:Receiver or can'be
iimplied a8 to fitle-oF encumbrances to ihe Purchased Agsets, or in respect of any
other matter or thing whatsoever concertiing the Purchased Assets or the right of
the Receiver o sell or assigh 'sdme save and -except 83 €xpressly fepresentéd r
warranted in Section 8.1 and :

without limititig the generality of theforegoing, any and all:conditions, warranties
of fepréseiitations expressed or imphisd pursnant to the Sale of Goods Act (British
Columibla) or similar legislation in/British Columbia or any otber jurisdiction do
fiot Apply heréto and.

d have in any-éveiit been waived by fli¢ Puirchaser.

41.  DELIVERY OFCLOSING DOCUMENTS

111 Receiver's Closing. Documents. On the Closing Date, the Receiver will deliver the -
following to the Prirchaser’s Solicitof:

(a)
)

{c)

)

{e)

a copy of the Approval and Vesting Order;

the Receiver’s _'Cer't'i_ﬁc'été {as defined i ithe -Approval and Vésting Order)
execited by the Reveiver;

all ‘files, documents; and «dther materials {including all materidls Jocated in the
Ditarcon) relating. 16 the Putchased Assets that are in the possession of or
accessble by the Receiver;

shorf-form Intellectual ‘Property assighmet document(s) to .confirm the
gssignmient and transfer of any registered IP and material non-régisteréd IP being

assigned from Contech to the Purchaser or ifs designee as part of the Purchased
AbsBts;

all syigh ofher assurances, consents, agreements, documents and instrimments as
may be reasonably required to transfer the Purchased Assefs to the Pyrchaser as
contegtiplated in this Aprecment.
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412 Purchaser’s Closing Documents, On the Closing Date, the Purchaser will: deliver the
Following to the Receiver’s Solicitors in a:form acceptable to the Recelver, acting reasonably:

(g)  anirrevocable direction from the Purchaser authorizing the Receiver's Solicitors
to releage the Deposit to oras directed by the Receiver;

(t)  paymeitof the Unpaid Balahce; dfid

(cy  all siich ather assurances, consents, agréemenits, documents and instrumients as
may. be reagonably required 16 fransfer the Purchased Asssts:to the Purchaser as
conterplated in this Agreemeiit,

12,  TAXES AND FEES

121  The Purchaser shall be solely responsible for payment of all applicable federal, provincial
dnd fumicipal sales and fransfer taxes properly payable by the Purchaser in connection with the
Purchaser’s acquisition of the Purchased Assets including, without limitation, goods and services
tax, rétail sales tax atid soeial services tax, but for gredter ceftainty excliiding any taxes based on
Cohtech or thie-Receiver's ingome.” )

122 At or priof to Clositg, the Receiyet and the Prirchaser or its desigiee will agres on an
aliocation of the Putchase Price between the Purchased Assets. :

13, RISK

131 The Purchussd Assess will be atthie risk of Regejver up unill the Closing Date. From and
‘ncluidiris the Closing Date tfte Purchased Agséts will be af the risk of the Purchaser.

14, TERMINATION
‘This Agrecment inay, by iotiée in writing give at or prior to the completion of the transiction,
be terminated: :

{a) by mutual consent of the Regeiver and the Purchaser;

{5) by the Purchaserif any of the conditions precedeit i Sectioii 7.1 have fiot been
satisfied:on ot before the fime specified for the satisfaction of such condition and
the Purchaser has riot waived siich ¢ondition;,

{6 by the Receiverif any of the conditions in Section'7.1 have not'been satisfied on
ot before the time:specified for the satisfaction of such condition and the Receiver

has riot vaived stich gondition; :
(@ by the Purchaser if the Closing hasnot oceurred on or prior to May 1,2015, or on
or before such litér date as the.parties agree to-ifi writing, i
provided that a patty may tiof teffninate this Agreement putsuatit to this Section if it has filed to
perform any one-or more of ifs oblipations or-.covenants under this Agreement and the Closing
has not oééurred bedaise of sueh failure.
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- 15. MISCELLANEQUS

15.1 Severability. If any ferm, covenant or condition of this Agreement or the application

fhereof fo any person or circutistance shall, to any extent, be held to b invalid or unenforcgable,
the regnainder of fliis Agreement, or the application of that term, cavenant or condition to persons
or: circumstances -other than those as to which it-i§ held invalid-of utienforegable, shall not be
affected thereby and cachi ferm, covendnt and condition of this Agrecmieht shall be valid and
enforced to the fullest extent permitted by law,

152 Furher Assuranices. Fach patty, nipon réeeipt of notice by another party, shall sign (or

caiise to-be signed) all Turther doguinents, do (or, cause to be done) &l further acts, and provide
all reasonable assurances as may reasonably be necessary of:degirable to give effect fo-the terms
of this Agieairient, Without limiting the foregoing, upon reasoriable réquest, the Receiver shall
provide o the Purchaser information and documents which are within its possession.or control
Afid are neécéssary ot desirable foit thie Purchiaser to register, &nforcs, and defend its fights in the
Purchased -Assets, The Purchaser shall have 4 period of up to 60 days-to take possession of any
Purchased :Assets situate on any Leased Properties and the Receiver shall take all actions
required (inthuding With respect ‘to securing the cooperation of the Landlords of the Leased
Properties) to allow the Purchaser fo take possession of such Purchased Assets.

153 Notite. Any fictices, requests or demiaiids which tfiay or aré reqitired to be giveri or made
hereyinder shall be in wiiting and served personally addressed:

ifto the Regetver, to:

Delgitte Restructuring Ine.

2800 - 1058 Dunstnir Strggt

4 Bentall Centre

P.O, Box 49279

Vancouver British Colunibid
S VIX1Pd

Fax; 604-602-1583

‘with_ a copy to:

‘Bordeii Ladner Gerviis LLP
1200 Waterfront Centre .
200 Burrard Streét, P.0. Box 48600
Vancouvés, British Columbia

Attentiogi; Magmus C: Verbrugge

and if to the Purchaser, to?

The Seotts Company LLC




15-

"The Scotts: Compay LLC

14111 Scoitslawn Road Marysville
‘Ohio 43041 USA

Fax: 937-644-7568

Affenitiori: Genefal Counsel

with.a.copy to:

Stikerian Elliott LLP

5300 Commerge Court West
199 Bay Street:

Téronto, Ontafio

MSL1BY

Tax: 416-947-0866
Affention: Stewart Suicliffe

154 Euitire Agreement; “This Agréontont cobstitutes the entire apreement betwegn the parties
and there are no rep

agrécrieits collateral heretes other than as expressly set forih-or referréd to hercin,

155 ‘Time of Essence: Time, where mentioned in this Agresment, shall be of the essence,

15.6 Currency, Unless otherwisc éipressly piovided herdii, all s of money féferred to i
this Agfecinent are sxpressed in Canadian Dollars,

157 Inferpretation. “Wherever the singular or: masculine is-used in this- Agreement; references
t6 phural, feminine &nd body corporate shall be conisiruéd asmetessary.

158 Governing Law. This Agreement shall be governed by:dll and interpreted in accordance:

with the laws of the Province of British.Columbia. -

159 Execution in Counterpart. This Agtecinient tady be’ exgcuted jn counteiparis and the
parties hergio may evidence their exccution of this Agreement by facsimile-or other-elecironic
transmission.

510 Stccessors and Assigns. This Agreément shall enure to the benefif of and be binding
upon the parties hereto and thefr respective successors and assigns.

[Sigriatiie prige follows]

resentations or warranties, express or implied; statufory or otherwise and no’




IN WITNESS WHEREOF, the piarties, hiereto hiave ¢a
exéouted by fheir' proper and duly. authonzcd officeis &

d this Agresment to be-duly
6f the date first above writfen,

Scotts Cannda Ltd. by its authorized signatory:

Date. - W-is-A%

Deloifte Restructuiing Inc.

in its capacity as Courk-appointed receiver. ofthe
asscts and undertakings of Contecti Enferprises
not in its. persona[ capacity, by | ltS
authornzad signatory:

Sighature puge to Pivthase qud Sale Agrestent
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. SCHEDULE “A" TO PURCHASE AND SALE'_A'GREEMENT
‘PURCHASED ASSETS

1, .Bquipment, All laboratory and manufacturing equipment, whether leased or owned
by Contech, sittiated or used at. the Leased ‘Properties other than Fhe properties
located at; {ij 314 Siraight Street, SW, Grand Rapids, Michigan; or (if) 336 Straight
Ave. SW, Grand Rapids, Michigan or othervwise itsed or reqiiired for the cotiduct of
the Purchased Business, '

5 Blister Pack Production Machine. The blister pack production machine used’ to
manufacture lures.

3. Universdl Product: Codes. All of the Universdl Prodiict Codes related 1o the
Purchased Business. ,

4. Markefihg Matefiéiis. All of Contech's catalogues, art work and other mat;ketmg

thaterlals related, tothe Purchased Business:

5. Envitoiifiental Protection Agency Regisirations. ALl of Contech's Environmental
Protection Agency registrations related 10 the Purchased Biiiriess.

6. Invemfory. All of the inventory and -w,orks—in-?rogress, related to thé Pirchased

Business

7. Intellectnal Property: All Trtellectual Property including relating to the following
technolggies; ' '
a. mosquito repellents;
b, rodent attractants;and

¢ 51‘qfltgrgmor§e technology, including but not limited to verbenong;
‘including, biit not limitedl to the following tradematks and patents:

Trademarks

_.' ,TMA A. > ”‘ e
1404081 749533 | Registered
e TMA
L2081 gosgrs
78502664 8045478  Registered
y TMA
TMA
712551

UsA 7705569 786546 Registered

Registered
- CATSTOP
Phiest Tech
Phergboat (chemicals to detect
estr igs)

Phesdboat (chenicals to detect
estrus in pigs)

Repistered

Canada 1324199 Reglstered.




o

Pherortiate (_chérr.li sed
encotirage mating behaviour and
the production of seftien in male
pigs) _

Phetomate (chemitdls used t0

encourage méting behaviour and.

the production of seren it fiiale.
Pigs)
Pherotrap

"Rainforest" :and Heart with Leaf
Design -
iRaitforest’ and greefi heart
shape logo
SCARECROW (electronicanimal
repellantin thenature ¢
thotion-activated sprinkler)

(electrohechanical devices for
preeritirig squitrels ot other
animals from accessingbird seed
i feedlersy

‘SUPER BOOST
‘Superboost
TANGLEFOOT
~ TANGLEEOOT
TANGLE-TRAP

R ORIGINAL WASPINATOR

“TREE TANGLEFOOT PEST

Domain Names

barkbeetle,ce
cornitechelectronics.com 2/

contech- 2018-12-09

Canada

USA

Canada
Canada
UsA
USA
Canada

USA.

USA

USA

Canada

Canada,

USA
‘USA

Cariada

UsA

P016:06:02
2016:10:30
2019403-09

™MA

1BBIB o108

77/159984 8578441

T™MA
735,822
T™MA
788331

85016302 983810

1335821

1476692

75002967 2072647

™A

1292223 €89156

78/962912 3407323

785012707 13028461

7832619 3951711
IMA
774183

1452613
130446
72/ 272,990
74,/306,592
1254894

663826
74/439,050 1,970,746

Registered

Registered

Registered
Regjstered

Registered
Registered
Registered |
‘Registered

TRegistered

"Registerad
Registered
Registered
Registered

Registered

Registered

Registered




“en erpfiseé.éc;m
contech-inc.com 20131209 2019:03-06
epicorforpets.com 2014-03-03 2015-04-15
pherotech.com. 2012-11-11 2014-09-11
pherotechinc.com 20113-12-09 2019-03-28
tanglefoot:com 2012-11-11 2016-05-16
waspinator.com 2012-10-04 2014-10-21

Canadian Patents

A

RB—USABLEBAGTRAPFOR | GONTECH ENTERPRISHS INC. Abandoned
INSECTS :' _ —¢an be

' reinstated ¢
10

S5 | ALUYLSOLEIDE COMPOUNDS, | CONTECH ENTERPISESING Tosned 2013

0514

METHODS USING SAID
COMPOUNDSFOR REPELLING
BLOOD-FEEDING

| ARTHROPODS

e | METHODAND COMPOSITION CONTECH ENTERPRSES INC. | Issued 2014
FOR ATTRACTING FRUIT FLIES
TOTRAPS |

11:18

TR TS ARM UNIVERSTTY | Tsomed 2012
SYSTEM, 04-24

TOEG4396 | CONTEGH ENTERPRISES INC. Maintenanc
'efée'diié'

April13,
2015— '
confltin

| whether




[paid

United States of America Patents

UNItEa oratty ) A

"MEIHODANDCOWOSI'I’ION

NG

GONTEGH EN’I'ERPR]SB

Tosued 2015-0127

Tesned 2014:11-18

Tosued 2011-05:29

AR

Tesued 2010-06:29

772750 | SEABIL

Issued 2010-06-01

Tesued 20010220

6,016,100

IssuedZOGO-Ol-F

5:878,956

CONTECH

' Issued '1999503—09_”

~ 5,677,155

1 ELIECI’RONICB/ BURMAN.

Tesued 1997-10-14

(47202750

[ (3758319

“METHODS OF TNONITORIG
AND( ,_'NTROLLINGTHE
WALNUT TWIG BEETLE,

[ Pendlng
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T P YOPHTHORUSJUGLANDIS

{13/120543) | COMPOUNDS AND. METHODS | Non-Final
FOR REPELLING BLOOD- - Réjeciton mailed
FEEDING ARTHROPODS AND November 17,
DE‘I'ERRING 'IHEIRLANDING 2014
(13/063,644) WINDOW FLY’I‘RAP "CONTECH ENTERPRISES | Final Rejection
_ ING. : malléd 2014-12:18,
(127 774;186) fStabmzedSynmeﬂcBrood T CONTHCH ENTERPRISES | Notige of '
Pheromone. andRace—Speaﬁc INC; THETEXASA&M | -Allowance
UNIVERSH'YSYSI’EM miafled 2015-04-13

(62/016455) |-

Filed June 27,
2014

Tigle . -

" Status

sr_ BILIZED'SYNIHEI'IC

| BEES.

PHYSIOLOGY ORHONEY

University System

Brazl (P10621901—2) : 'CONTEGH Carmot conflrm
BROOD PHEROMONE ENTERPRISESING,; | status online
FOR MANIPULATING The Texas A&M
THE BEHAVIOURAND | University Systém
PHYSIOLOGY OFHONEY -

" Burope | 2061455 SI'ABILIZED SYNI’HEHC Grarited
' BROCD PEIEROMONE

FORMANIPULATING
THE BEHAVIOUR AND Umversxty Systerti,
PHYSIOLOGY OF HONEY
BEES .

Prance | 2061455 | STABILIZED SYNIEETIC | CONTECH | Granted ™
BRD PHEROMONE | BNTERPRISESING;
FOR! ATING ) The Texas A&M
THEBEHAVIOURAND




: Gerrnany _' 2061455

"fCONTE.CH

The Texas A&M
University System

EN'I'ERPRISES INC;

Granted -

Taly | 72441/BE/20
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' ESI‘ABILIZED SYNTHELC

PHYSIOLOGY OF HONEY

"CONTECH _

The Texas A&M
University SYStem

- ?_ ”Gran’cé'd
ENTERPRISE INC ’

“STABILIZEDS SYNTHETIC

EN'IERPRISES NG,
The Texds A&M
| University System

Granted

Mexico _(Mx/a/2009/
1 o501y

"ACO .
ENTERPRISES]NC y

The Texas A&M
| University System

Cannotcorbirm

statns online.

“Turkey. | TR2009 01426

B

LCannot confirm

INC; | status siiline

== Applicaﬁon No.

PCT/CA2014/051218

| AND METEGDS FOR ATTRACTING
| AND/OR ARRESTING BED BUGS .

_fFi' ’d December16 2014 B

150 monfhe: Navember 22, 2015




TSR published

[ PCT/CA2013/ 050897

_' MEIHODS AND APPARATUS FOR

ATI'RACTING RATS

| ENTERPRISES
1 INC.

Fpired

Us Patent Appliéation No. 14/402,752 (desmbed above)

BCT/CAZ012/000638

COMPOSITIONS AND MEII‘HODS
FOR ATTRACTING AND

:' SIT.MULATNG FEE’DlNG BY MICE

; ENTERPR]SE’S

INC.

No active NPE applications

PCL/CAZ011/000028

T APPARATUS ANDMETEOD FOR |
| DELIVERING HONEY BEEBROOD
lPI—IER@MONE]NIO AHIVE

e
ENTERPRISES
G

‘E)(plted ——

No activé NPE apphcahons




SCHEDULE #B” TO PURCHASE AND SALE AGREEMENT
FORM-OF APPROVAL AND VESTING'ORDER
THE APPLICATION of Delditte Restructuririg Inc., iniits capacity as Coutt-appointed Receiver

{the “Receiver”) of liz assets, undertakings and properties of Contech Enterprises Inc. the
“Debtor™) coming on for hearing at Vancouver, British Coliimbia, on'‘the [] day of April; 2015;
AND ON HEARING Magnus Verbrugie, coutisel for the Recciver, and those other counsel
listed on Schedule “A” hereto; AND UPON READING the material filed;

THIS COURT ORDERS AND DECLARES THAT:

1. ‘Thesale transaction (the “Teansaction”) contemplated by the Assef-Purchase Agreement

datell April [+] (the “Sale Agreement”) between the Recéiver and [¢] (the “Purchaser”),

of which is attached as Schedule “B* hereto is hereby-approved, anid the Sale

is commercially réasonable. The execution of thie Sale Agreement by the

siver s hereby authorized and approved, and the Regejver is hereby authorized and

Jirected to take such additional Steps and execnte such additional dogiiments as may be
fiecéssary - of desirable Tor thi conipletion of the Transaction and for the gonveyance {0 -

fhe Purchaser of the assets deseribed in the Sale Agreement as the “Prirchased Assets”.

2. Upoii delivery by the Recéiver to the Purchaser of a ceitificate substantially in the form
attached as Schedule %7 hereto {the “Receiver’s Certificate”), all of the Debtor’s right,
iifle"and interest in and. fo thePuichased Assets described i itie-Sale Agreement shall

' olutely in the Purchiager. in fee simple, “free and clear of dud from any and all
cufity interests (whether conf statutory, or otherwise), hypothecs, miortgages,
sts or debrited trusts (whéther eortractusl, Statutary, or otherwise), lens, executions,
1évies; charges, or other financial or monetary glaims, whether or not ayeatiached
or been perfected, registered -or ; and whether secured, ! |

(colléetively,

fhe “Claims”) incliditig, without limiting the generality of e foregoing:
(i) any ercuiitbrances of chargges Created by

the Order of this ‘Court dafedfs]; (i) all
chiarges, -security interests ot claims evidenced by registrations pursuant fo the.Personal
PropertySecurity Act of British Colimbia'or '
and Gii) those Claimg listed on Schedute “D* herefo (all of which are collec

sedurity

‘offier personal property Tegistry systein;
1 £

referred to as the “Bncumbrances®), and, for greater certainty, this Courtorders that all
the Efcti 5 affecting or relatiiig to the Puirchased Assets ars hereby expunged und

dischatged ds agatnst the Purchased Assets.

3. For the purposes of determining the fidtui and priority ‘of Clairtis, the net progeeds froi
the sale of thie Purchased Assets shall sfand in the place and stead of the Purchased
Assets, and from and after the delivery of the Regeiver's Certificate all Claims shall
attach fo the fist procéeds from the sale of this Purchased Assets with the saine priority as
they had with respect to the Purchased Assefs immediately prior to the sale, as if the
Purchased Assets *had not beéti sold.dnd Terained in the possession or control of the

d
person hving had possession or confrol immediaiely priorto the sale:




(b)  any application

3

The Receiver is to file with the Court a copy of the Receiver’s Certificate forthwith after
delivéry thereof.

Pursuant to Section 7(3)(¢) of the Canada -Personal Information Protection and’
Electionic. Documents Aet or Sectich 18(10)(0) of the Persondl Information Protection
et of Biitish Columbia, the Reseiver is hereby authorized and permitted fo disclose and
transfer o the Purchaser all human tesotirces ahd payroll infotmation in thé Gompany’s
fecords pértaining t6 the Debtoi’s past and Cuirent efitployees, including personal

information. The Purchaser shall maintain and protect the privacy of such information

and shall be entitled to 1§ the petsonal informition provided to it in a nanner which is if
all miaterial respects identical to the -pfio‘r use of:such-information by the Debtor.

Subject o the terms of the Sdlé Agreement, Vacant possgssion of the Purthased Assets,
includitig any real property, shall be delivered by the Regeiver to the Purchaser at 12:00
noon on the Closing Date (as defined in the Sale Agreement).

The Récgiver, Witkithe conseit:of the Purchiser, shall be at liberty to:

(a) extend the Closing Date-to such later date as those parties may agree; and

(b)  makesuch a_mendmenté to the Sale Apteement as those parties ¢ansider necssary’
‘or desirable;

without the necessity of a futher Order of this Cour,

Notwithstanding: |

()  these proceedings;

s for a banlauptcy order in respect of the Debtor noW or hereafier

jiiadé puisiiant fo the Barikiypley and Insolvency At and any bankruptey order
issued putsuantfo any sugh applications; and

(©) -any'-assignment' in banknuptey taie by o1 in respect of thig Debtor,

fie vesting of the Parchased Assets in the Purchaser pursuant fo this Order shall be
binding on apy trustee in bankruptey that may be appointed in réspect of the Déebtot and
void or voidable by -créditors. of the Debtor, for ghall it constititte or be
decmed to be a tiansfer at nndervalye; fraudylent preference, assignment, fraudulent
ewable tiansdction undef the Bankrijptcy and Insolvency Aet or
ral ‘ot pravincial legislation, nor shall it constitute oppressive or
ct pursuznt to any applicable federal orprovincial legislation,

THIS COURT HEREBY REQUESTS the 4id and recopnition of dny court, fribunal,
tegulatory or adminisirative body; whetever located, to give effect to fhis Order and fo
assist the Receiver and ‘its -ageits ih carrying -out the teris of this Order. All courts,

siibunals, réguilatory i administrative bodies are heteby respectfully requesied to rake
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suh orders and to provide such assistance to the Receiver, as an officer of this Court, as
may be necessary or desirable to give effect to this Order of £6 aséist the Receiver and its
agents in Earrying out the terins of this Order.

16, “Ihe‘Repeiver or any other party have liberty to apply for such frther or other directions
or relief 4§ 1iiay be netéssaty or desirabje-to give effect to this Ordert. :

THE FOLLOWING PARTIES APPROVE THE FORM OF THIS ORDER AND
CONSENT TQO EAC'H’ OF THE ORDERS, IFF ANY, THAT ARE INDICATED ABOVE

AS BEING BY CONSENT:

SCHEDULE “A” TO APPROVAL AND VESTING ORDER
Counsel List
SCHEDULE “B® TO APPROVAL AND VESTING ORDER
Purchase dnd Saleé Agreement
SCHEDULE %0 TO APPROVAL AND VESTING ORDER
Receiver’s Certificate
SCHEDULE “D» TO APPROVAL AND VESTING ORDER
Expunged Encunibrances / Claims




Sch"edule C

Form of Receiver’s Certificate
No. S-152303
Vancouver Registry

) IN THE SUPREME COURT OF BRITISH COLUMBIA
BETWEEN: |
HSBC BANK CANADA

PLAINTIFF
AND:

CONTECH ENTERPRISES INC., BUSINESS DEVELOPMENT BANK OF CANADA,
LAUREL RAYANI, CARY GREGORY, JANET GREGORY, JULIEN SELLGREN,
JANET SHANNON, MARK GRAMBART, BURMAN AND BURMAN CORP,,
MICHAEL BRENNER, ANDERS TREIBERG, ELISABETH TREIBERG, MINZAR
HOLDINGS LTD., 0872951 B.C. LTD., FIRST WEST CREDIT UNION, VEGHERB,
LLC, SADLER FARMS LTD., PAUL HOOPER, MARIANNE HOOPER, BC
ADVANTAGE FUNDS (VCC) LTD., ECL HOLDINGS LTD., ST. PATRICK HOLDINGS
LTD., BWF HOLDINGS LTD. and DENMAN ISLAND CHOCOLATE LTD.

DEFENDANTS
RECEIVER’S CERTIFICATE

RECITALS

A. Pursuant to the Order of the Court dated March 20, 2015, Deloitte Restructuring Inc. was
appointed as receiver and manager (the “Receiver”) of the assets, collateral and

undertaking of the Contech Enterprises Inc.

B. Pursuant to an Order of the Court dated April <@@>, 2015 (the “Approval and Vesting
Order”), the Court af)proved the Asset Purchase and Sale Agreement dated April 15,
2015 (the “Contract”) between the Receiver and Scotts Canada Ltd. (the “Purchaser”)

- providing for the vesting in the Purchaser all of the Petitioner’s right, title and interest in
and to the Purchased Assets, which vesting is to be effective with respect to the
Purchased Assets upon the delivery to the Receiver to the Purchaser of a certificate

conﬁrming (i) the payment by the Purchaser of the Purchase Price for the Purchased
Assets; (ii) that the conditions to Closing as set out in section <fB> of the Contract have
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been satisfied or waived by the Receiver and the Purchaser; and (iii) the Transaction has
been completed to the satisfaction of the Receiver.
C. Unless otherwise indicated herein, capitalized terms have the meanings set out in the

Approval and Vesting Order or the Contract, as applicable
THE RECEIVER CERTIFIES the following:

1. The Purchaser has paid and the Receiver has received the Purchase Price for the

Purchased Assets payable on the Closing Date pursuant to the Contract;

2. The conditions to Closing set out in section <@> of the Contract have been satisfied or

waived by the Recgiver and the Purchaser; and,

3. The Transaction has been completed to the satisfaction of the Receiver.
This Certificate was delivered by the Receiver at ‘ [TIME] on
[DATE].

DELOITTE RESTRUCTURING INC,, in its
capacity as receiver and manager of Contech
Enterprises Inc.

Per:

Name:
Title:
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APPENDIX C

APPROVAL AND VESTING ORDER FOR THE VEGHERB TRANSACTIONS DATED
MAY 19, 2015



SUPREME COURT
OF BR\T!SH LUMT%A
VANCOUVER REGIS

A 192015
M No. S-152303
Vancouver Registry

lE SUPREME COURT O¥ BRITISH COLUMBIA

BETWEEN:

HSBC BANK CANADA

PLAINTIFF
AND:

CONTECH ENTERPRISES INC., BUSINESS DEVELOPMENT BANK OF CANADA,
LAUREL RAYANI, CARY GREGORY, JANET GREGORY, JULIEN SELLGREN,
JANET SHANNON, MARK GRAMBART, BURMAN AND BURMAN CORP.,
MICHAEL BRENNER, ANDERS TREIBERG, ELISABETH TREIBERG, MINZAR
HOLDINGS LTD., 0872951 B.C. LTD., FIRST WEST CREDIT UNION, VEGHERB,
LLC, SADLER FARMS LTD., PAUL HOOPER, MARIANNE HOOPER, BC
ADVANTAGE FUNDS (VCC) LTD., ECL HOLDINGS LTD., ST. PATRICK HOLDINGS
LTD., BWF HOLDINGS LTD. and DENMAN ISLAND CHOCOLATE LTD.

DEFENDANTS
ORDER MADE AFTER APPLICATION

APPROVAL AND VESTING ORDER

BEFORE THE HONOURABLE )
TJOSNCE GREUELL- % 19/MAY/2015

THE APPLICATION of Deloitte Restructuring Inc., in its capacity as Court-appointed Receiver
and Manager (the “Receiver”) of the assets, undertakings and properties of Contech Enterprises
Inc. (the “Debtor”) coming on for hearing at Vancouver, British Columbia, on the 19th day of
May; 2015; AND ON HEARING Lisa Hiebert, counsel for the Receiver, and those other counsel
listed on Schedule “A” hereto; AND UPON no one else appearing although duly served; AND

UPON READING the material filed, including the Second Report of the Receiver dated May 15,
2015 (the “Report™);

THIS COURT ORDERS AND DECLARES THAT:

1. The sale transactions (the “Transactions”) contemplated by the Purchase and Sale
Agreement dated May 12, 2015 between VegHerb, LLC (the “Purchaser”) and the
Receiver attached as Appendix C to the Report and contemplated by the Purchase and
Sale Agreement dated May 12, 2015 between the Purchaser and the Receiver attached as
Appendix D to the Report (the “Sale Agreements”), copies of which are attached as
Schedule “B” to this Order, are hereby approved and the Sale Agreements are
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commercially reasonable. The execution of the Sale Agreements by the Receiver is
hereby authorized and approved, and the Receiver is hereby authorized and directed to
take such additional steps and execute such additional documents as may be necessary or
_desirable for the completion of the Transactions and for the conveyance to the Purchaser
of the assets described in the Sale Agreements (the “Purchased Assets”).

Upon delivery by the Receiver to the Purchaser of a certificate substantially in the form
attached as Schedule “C” hereto (the “Receiver’s Certificate”), all of the Debtor’s right,
title and interest in and to the Purchased Assets described in the Sale Agreements shall
vest absolutely in the Purchaser in fee simple, free and clear of and from any and all
security interests (whether contractual, statutory, or otherwise), hypothecs, mortgages,
trusts or deemed trusts (whether contractual, statutory, or otherwise), liens, executions,
levies, charges, or other financial or monetary claims, whether or not they have attached
or been perfected, registered or filed and whether secured, unsecured or otherwise
(collectively, the “Claims™) including, without limiting the generality of the foregoing:
(i) any encumbrances or charges created by the Order of this Court dated March 20,
2015; (i) all chargés, security interests or claims evidenced by registrations pursuant to
the Personal Property Security Act of British Columbia or any other personal property
registry system (all of which are collectively referred to as the “Encumbrances”), and,
for greater certainty, this Court orders that all of the Encumbrances affecting or relating
to the Purchased Assets are hereby expunged and discharged as against the Purchased
Assets. ' :

For the purposes of determining the nature and priority of Claims, the net proceeds from
the sale of the Purchased Assets shall stand in the place and stead of the Purchased
Assets, and from and after the delivery of the Receiver’s Certificate all Claims shall
attach to the net proceeds from the sale of the Purchased Assets with the same priority as
they had with respect to the Purchased Assets immediately prior to the sale, as if the
Purchased Assets had not been sold and remained in the possession or control of the
person having had possession or control immediately prior to the sale.

The Receiver is to file with the Court a copy of the Receiver’s Certificate forthwith after
delivery thereof.

Pursuant to Section 7(3)(c) of the Canada Personal Information Protection and
Electronic Documents Act or Section 18(10)(0) of the Personal Information Protection
Act of British Columbia, the Receiver is hereby authorized and permitted to disclose and
transfer to the Purchaser all human resources and payroll information in the company’s
records pertaining to the Debtor’s past and current employees, including personal
information. The Purchaser shall maintain and protect the privacy of such information
and shall be entitled to use the personal information provided to it in a manner which is in
all material respects identical to the prior use of such information by the Debtor.

Subject to the terms of the Sale ’Agreements, vacant possession of the Purchased Assets,
including any real property, shall be delivered by the Receiver to the Purchaser at 12:00
noon on the Closing Date (as defined in the Sale Agreements).
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11.
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The Receiver, with the consent of the Purchaser, shall be at liberty to extend the Closing
Date without necessity of a further Order of this Court, provided that the closing shall
take place on or before Wednesday, May 27, 2015.

Notwithstanding:
(a) these proceedings;

(b) any applications for a bankruptcy order in respect of the Debtor now or hereafter
made pursuant to the Bankruptcy and Insolvency Act and any bankruptcy order
issued pursuant to any such applications; and

() any assignment in bankruptcy made by or in respect of the Debtor,

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be
binding on any trustee in bankruptcy that may be appointed in respect of the Debtor and
shall not be void or voidable by creditors of the Debtor, nor shall it constitute or be
deemed to be a transfer at undervalue, fraudulent preference, assignment, fraudulent
conveyance or other reviewable transaction under the Bankrupicy and Insolvency Act or
any other applicable federal or provincial legislation, nor shall it constitute oppressive or
unfairly prejudicial conduct pursuant to any applicable federal or provincial legislation.

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

The Receiver or any other party have liberty to apply for such further or other directions
or relief as may be necessary or desirable to give effect to this Order.

Endorsement of this Order by parties appearing on the application, other than counsel for
the Receiver, is hereby dispensed with.

THE FOLLOWING PARTIES APPROVE THE FORM OF THIS ORDER AND CONSENT TO EACH

OF THE ORDERS, IF ANY, THAT ARE INDICATED ABOVE AS BEING BY CONSENT:

Signature of Lisa Hiebert

O Party © Lawyer for the Receiver




Schedule A — Counsel List

Name

Party Represented

Lisa Hiebert

Deloitte Restructuring Inc., receiver
manager of Contech Enterprises Inc.

and
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Schedule B — Purchase and Sale Agreements
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Schedule C

Form of Receiver’s Certificate
No. S-152303
Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA
BETWEEN:
HSBC BANK CANADA
PLAINTIFF
AND:

CONTECH ENTERPRISES INC., BUSINESS DEVELOPMENT BANK OF CANADA, |
LAUREL RAYANI, CARY GREGORY, JANET GREGORY, JULIEN SELLGREN,
JANET SHANNON, MARK GRAMBART, BURMAN AND BURMAN CORP.,
MICHAEL BRENNER, ANDERS TREIBERG, ELISABETH TREIBERG, MINZAR
HOLDINGS LTD., 0872951 B.C. LTD., FIRST WEST CREDIT UNION, VEGHERB,
LLC, SADLER FARMS LTD., PAUL HOOPER, MARIANNE HOOPER, BC
ADVANTAGE FUNDS (VCC) LTD., ECL HOLDINGS LTD., ST. PATRICK HOLDINGS
LTD., BWF HOLDINGS LTD. and DENMAN ISLAND CHOCOLATE LTD.

DEFENDANTS
RECEIVER’S CERTIFICATE

RECITALS

A. Pursuant to the Order of the Court dated March 20, 2015, Deloitte Restructuring Inc. was
appointed as receiver and manager (the “Receiver”) of the assets, collateral and
- undertaking of the Contech Enterprises Inc.
B. Pursuant to an Order of the Court dated May <{@>, 2015 (the “Approval and Vesting
Order”), the Court approved a Purchase and Sale Agreement dated May 12, 2015 (the
“IP Contract”) between the Receiver and VegHerb, LLC (the “Purchaser”) and a
Purchase and Sale Agreement dated May 12, 2015 (the “Invenfory Contract”) between
the Receiver and the Purchaser, each providing for the vesting in the Purchaser all of the
Petitioner’s right, title and interest in and to the Purchased Assets (as defined in the IP
Contract and the Inventory Contract), which vesting is to be effective with respect to the
Purchased Assets upon the delivery to the Receiver to the Purchaser of a certificate

confirming (i) the payment by the Purchaser of the Purchase Price for the Purchased



4.

<{@> of the IP Contract

Assets; (ii) that the conditions to Closing as set out in section

and section <(@> of the Inventory Contract have been satisfied or waived by the Receiver
and the Purchaser; and (iii) the Transactions have been completed to the satisfaction of
the Receiver.

C. Unless otherwise indicated herein, capitalized terms have the meanings set out in the

Approval and Vesting Order, the IP Contract or the Inventory Contract, as applicable

THE RECEIVER CERTIFIES the following:

1. The Purchaser has paid and the Receiver has received the Purchase Price for the

Purchased Assets payable on the Closing Date pursuant to the IP Contract;

2. The Purchaser has paid and the Receiver has received the Purchase Price for the

‘Purchased Assets payable on the Closing Date pursuant to the Inventory Contract;

3. The conditions to closing set out in section of the IP Contract have been

satisfied or waived by the Receiver and the Purchaser;

o

4. The conditions to Closing set out in section <{@> of the Inventory Contract have been

satisfied or waived by the Receiver and the Purchaser; and

5. The Transactions have been completed to the satisfaction of the Receiver.
This Certificate was delivered by the Receiver at [TIME] on
[DATE].

DELOITTE RESTRUCTURING INC.,, in its
capacity as receiver and manager of Contech
Enterprises Inc.

Per:

Name:
Title:
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APPENDIX D

DISTRIBUTION ORDER DATED MAY 19, 2015



SUPREME COURT -
OF BRITISH COLUMBIA
VANCQUVER REGISTRY

MAY 1 9 2015 | No. $-152303

ENTERED Vancouver Registry
@ IN THE SUPREME COURT OF BRITISH COLUMBIA

BETWEEN:
HSBC BANK CANADA
PLAINTIFF
AND:

CONTECH ENTERPRISES INC., BUSINESS DEVELOPMENT BANK OF CANADA,
LAUREL RAYANI, CARY GREGORY, JANET GREGORY, JULIEN SELLGREN,
JANET SHANNON, MARK GRAMBART, BURMAN AND BURMAN CORP.,
MICHAEL BRENNER, ANDERS TREIBERG, ELISABETH TREIBERG, MINZAR
HOLDINGS LTD., 0872951 B.C. LTD., FIRST WEST CREDIT UNION, VEGHERB,
LLC, SADLER FARMS LTD., PAUL HOOPER, MARIANNE HOOPER, BC
ADVANTAGE FUNDS (VCC) LTD., ECL HOLDINGS LTD., ST. PATRICK HOLDINGS
LTD., BWF HOLDINGS LTD. and DENMAN ISLAND CHOCOLATE LTD.

DEFENDANTS

ORDER MADE AFTER APPLICATION

BEFORE THE HONOURABLE

)
TJUSTICE GIEYELE % 19/MAY/2015

THE APPLICATION of Deloitte Restructuring Inc., in its capacity as Court-appointed Receiver
and Manager (the “Receiver™) of the assets, undertakings and properties of Contech Enterprises
Inc. (the “Debtor”) coming on for hearing at Vancouver, British Columbia, on the 19th day of
May, 2015; AND ON HEARING Lisa Hiebert, counsel for the Receiver, and those other counsel
listed on Schedule “A” hereto; AND UPON no one else appearing although duly served; AND
UPON READING the material filed, including the Second Report of the Receiver dated May 15,
2015 (the “Report™);

THIS COURT ORDERS that:

1. The Receiver is hereby authorized to pay the following sums from the proceeds of the
sale transaction (the “Transaction”) contemplated by the agreement of purchase and sale
dated April 15, 2015 between the Receiver and Scotts Canada Ltd. a copy of which is
attached as Schedule B to the Order of this Court dated April 29, 2015 (the “Approval
and Vesting Order”) and which Transaction was approved by this Court by the
Approval and Vesting Order:
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(a) to all costs, charges and expenses in connection with realization and enforcement
of the assets sold in the Transaction;

(b) first to HSBC Bank Canada (“HSBC”);
(©) to Business Development Bank of Canada (“BDC”);
(d) to First West Credit Union (“FWCU”); and,

(e) the surplus to be held by the Receiver pending further assessment and
determination of the relative priorities of the secured claims.

2. Endorsement of this Order by counsel appearing on this application, other than counsel
for the Receiver, is hereby dispensed with.

THE FOLLOWING PARTIES APPROVE THE FORM OF THIS ORDER AND CONSENT
TO EACH OF THE ORDERS, IF ANY, THAT ARE INDICATED ABOVE AS BEING BY
CONSENT:

/

Signatufe of Lisa C. Hiebert
Lawyer for the Receiver

BYTHEC T

1l ey /// / ﬂ/ —

RE?YSTRAR (* he o fo 'f,{f




SCHEDULE “A”

List of Counsel

Deloitte Reéffucturing Ihcy., in ité”ce‘ipacity" as
the court-appointed Receiver and Manager of
Contech Enterprises Inc.

: Llsa lHiﬂebert
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APPENDIX E

STATEMENT OF ESTIMATED REALIZATIONS DATED JULY 9, 2015

Contech Enterprises Inc.
Statement of Estimated Realizations

Receiver & Manager
(OLV - July 9, 2015)

Balance sheet
Mar-10, 2015

Estimated proceeds

Accounts receivable 2,410 2,120 2,120
Inventories 3,470 3,715 3,562
Plant and equipment 993 956 956
Intangibles 5,784 1,786 1,786
Fiscal 2014 SRED Claim 187 -
Estimated proceeds before priority costs 12,657 8,765 8,426
Occupation costs (1,715) (1,765)
Trustee fees, legal & professional fees (826) (851)
Priority Creditors (WEPPA) 4) 4)
Estimated proceeds available to secured creditors 6,219 5,804
Business Dewvelopment Bank of Canada (87) (87)
HSBC Bank Canada (1,257) (1,257)
Estimated (shortfall)/surplus to First West Credit 4,875 4,460
First West Credit Union (1,750) (1,750)
Estimated (shortfall)/surplus to secured debenture holders 3,125 2,711
Michael Brenner (117) (117)
Sadler Farms Ltd. (74) (74)
Paul Hooper (37) (37)
Marianne Hooper 37) 37)
BC Advantage Funds (VCC) Ltd. (742) (742)
ECL Holdings Ltd (124) (124)
St Patrick Holdings Ltd (124) (124)
Minzar Holdings Ltd (124) (124)
BWF Holdings Ltd (536) (536)
Denman Chocolate Ltd (368) (368)
Estimated (shortfall)/surplus to VegHerb 844 430
VegHerb (844) (430)

Estimated (shortfall)/surplus to remaining Group B debt - -

Estimated percentage asset recovery

Accounts receivable 88% 88%
Inventories (cost price) 107% 103%
Plant and equipment 96% 96%
Intangibles 31% 31%

Estimated percentage asset recovery
HSBC Bank Canada 100% 100%
First West Credit Union 100% 100%




General notes:
1) Purchase price allocation of the Scotts Transaction is based on the book value of assets purchased as at March 10, 2015.

2) Accounts receivable assumes allowance for the potential difficulty in collecting balances from foreign customers, aged accounts, set-offs, contras, penalties,
holdbacks, concentration, costs of collection and likely difficulty collecting accounts.

3) Inventory realizations assumes allowance for penalties and holdbacks by major customers due to the discontinuation of supply.

4) Business Development Bank of Canada holds a priority charge on plant and equipment only.

5) Amounts owing to Christmas Mountains Mfg. Inc. has been omitted from this analysis given the security (land and building) is held by a third-party not involved in
these proceedings.

6) Equipment charges in favour of K'(Prime) Technologies Inc., Dell Financial Services Canada Limited and Roynat Inc. totaling approximately $51k have been
omitted from the estimated realization analysis given the aforementioned parties do not hold general security interests and/or their charge relates to operating leases.

7) Amounts are sourced from the Company's records.

8) All amounts shown are in CDN dollars. USD balances are assumed to be at an exchange rate of USD 1: CDN 1.257.

Estimates are indicative only. Realizations have been estimated based on discussions with Management, in addition to the various assumptions as set-
out in the notes above. Readers are cautioned that actual realizations will vary and variations could be material. Deloitte Restructuring Inc. has not
audited, reviewed or otherwise verified information supplied by Management.




APPENDIX F

INTER-CREDITOR AGREEMENT AMONG THE GROUP A SECURED DEBENTURE
HOLDERS DATED AUGUST 1, 2012



AMENDED AND RESTATED INTER-LENDER AGREEMENT

THIS AGREEMENT (this “Agreement”) is dated as of the 1* day of August, 2012

AMONG:

AND:

WHEREAS:

C.

CONTECH ENTERPRISES INC., a company existing under the laws

of British Columbia and having an address at Unit 115, 19 Dallas Road,
Victoria, BC, V8V 5A6;

(the “Borrower”)

EACH OF THE PARTIES LISTED IN SCHEDULE 1

(the “Lenders”, and each is a “Lender”)

Each of the Lenders have advanced certain funds to the Borrower (the “Indebtedness™)
and the Borower has granted security interests (the “Security”) to each of the Lenders
pursuant to one or more general security agreements executed and delivered by the
Borrower in favour of each Lender (each a “GSA”, and collectively, the “GSAs”);

The Borrower has issued promissory notes to each of the Lenders (the “Notes”) for the
respective amount loaned by each Lender (and the indebtedness evidenced thereby); and

The Lenders and the Borrower have agreed to enter into this Agreement to regulate the
priority ranking and realization on the Security between each Lender,

NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of the mutual

covenants made hereunder and other good and valuable consideration (the receipt and sufficiency of
which is hereby acknowledged), the parties hereto hereby agree as follows:

1.

(a)

(b)

(c)

(d)

Definitions. In this Agreement, unless the context otherwise requires:

“Loan Agreement” means the Loan Agreement dated the 1° day of August, 2012 among
the Borrower and each of the Lenders other than Christmas Mountains Mfg. Inc.;

“Lender Approval” means the approval in writing of Lenders holding more than 80% of
the amount of Indebtedness outstanding from time to time; and

“Original Inter-Lender Agreement” means the Inter-Lender Agreement dated the 31%
day of January, 2012 among the Borrower, certain of the Lenders and certain others;

“Pro Rata”, as amongst the Lenders, means pro rata in accordance with their respective
portion of the total outstanding Indebtedness at the applicable time.

DM_VAN/249389-00027/8367957.2
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2. BCAF/Hooper Repayment. Each of the Lenders hereby agrees and consents to the
repayment on or about the date hereof by the Borrower of any and all amounts owing to each of B.C.
Advantage Funds (VCC) Ltd. and Marianne Hooper.

3 Termination of Original Inter-Lender Agreement. FEach of the parties hereto

acknowledges and agrees that the Original Inter-Lender Agreement is hereby terminated and of no further
force or effect.

4, Pari Passu Security. As amongst themselves, the Lenders each shall have a Pro Rata
interest in the Security, and their respective Pro Rata interests shall rank pari passu with each other, which
priority shall be in effect notwithstanding:

(a) the respective dates on which the Security was registered in favour of a Lender;

(b) the respective dates on which any notices are given by any Lender to any debtors of the
Borrower;

(©) the respective dates of crystallization or realization by any Lender under the GSAs;

(6)) the priority of such security interests, mortgages, charges, pledges or other encumbrances

otherwise prescribed under any applicable laws; or

(e) any other act or circumstance whatsoever which may otherwise alter or postpone their
interests under the GSAs.

5. Each Lender shall hold its interest in the Security for the benefit of the other Lenders in
accordance with the provisions of this Agreement.

6. Realization of Security. None of the Lenders shall be entitled to realize on the Security
unless the Lenders by Lender Approval consent in writing to the commencement of realization
proceedings and the method(s) of realization. Upon such consent being obtained, the Lenders shall take
all actions necessary to so realize on the Security. Any other decisions or actions of the Lenders required
in the course of realizing upon the Security shall similarly require Lender Approval, and upon such
consent being obtained the Lenders shall take all actions necessary to implement such decision or action.

7. Costs of Realization. In the event that it becomes necessary or advisable for a Lender to
lend money to a receiver or receiver-manager against the receiver’s or receiver-manager’s certificate(s) or
to expend monies with respect to inspection, repairs or other matters contemplated by the GSAs, the
Lenders shall share the cost of each such expenditure Pro Rata. The Lenders shall, promptly following

each such expenditure, make all necessary adjustments or reimbursements as among themselves as are
necessary to result in the Pro Rata sharing of such costs.

8. Proceeds of Realization. The Security shall, if realized, be realized for the common
benefit of the Lenders, and all proceeds resulting from the enforcement or realization of such Security and
all other proceeds received by the Lenders pursuant to the GSAs, including without limitation, insurance
proceeds, shall be distributed amongst the Lenders on a Pro Rata basis.

9. Dissolution of the Borrower. In the event of the dissolution, liquidation, winding up or
bankruptcy (voluntary or otherwise) of the Borrower or distribution of its assets among its creditors, all
monies which may be received by the Lenders in respect of the Indebtedness shall be divided among them
in the same manner as proceeds from the realization of the Security.
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10. Application of Payments. All payments received by a Lender from the Borrower on
account of the Indebtedness shall be applied by such Lender to such Lender’s Indebtedness and shall not

be applied on account of any other indebtedness or liability of the Borrower unless the written consent of
the other Lenders by Lender Approval is first obtained.

11. Negative Covenants. Other than as otherwise provided herein, a Lender shall not,
without Lender Approval:

(a) make any further advances or re-advances to the Borrower under this Agreement or the
Security;

(b) take any action under the GSAs, unless so indicated in the GSAs that it may do so;
(c) amend or modify the Security;
(d) release or subordinate:

@) the Security provided under the GSAs; or

(i) any of the Indebtedness;

(e) discharge the Security in whole or in part or release or forgive the Borrower in respect of
any of the Indebtedness;
® other than pursuant to a transfer permitted under Section 4.10 of the January Loan

Agreement, sell or assign any of their right, title and interest in and to the Security or the
Indebtedness; or

(2 take or obtain any further security from the Borrower in respect of the Indebtedness.

12. Exchange of Information. Any Lender making demand in accordance with Section 1.6
of the January Loan Agreement shall promptly deliver a copy of such demand to the other Lenders. The
Lenders shall also furnish to each other from time to time upon request, information and particulars as to
the outstanding Indebtedness owed to the Lenders by the Borrower and whether the Borrower is or has

been in default of payment or has otherwise been in default of any of its obligations under this
Agreement, or the GSAs.

13. Ceasing to be a Lender. Notwithstanding any other provision hereof, once the portion of

the Indebtedness owed to a party hereunder has been paid or satisfied in full, that party shall, thereafter,
be deemed not to be a Lender.

14. Indemnity. Each Lender agrees to indemnify and save harmless the other Lenders from
and against all losses, damages, costs, or expenses, including legal costs as between a solicitor and his
own client, suffered or incurred by the other Lenders as a result of or in connection with the Lender
materially breaching any of the covenants and agreements set forth in this Article.

15. Confilict. In the event of a conflict between the provisions of this Agreement and a GSA,
the terms of this Agreement shall prevail.

16. Amendment. This Agreement governs the rights and obligations of the Lenders inter se
and may be amended by instrument in writing signed by the Lenders alone. The Lenders agree that they
will provide notice to the Borrower of any amendments made by them to this Agreement.
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17. Non-Impairment. Nothing contained in this Article is intended to impair the obligations
of the Borrower to pay to the Lenders the debts, liabilities and obligations of the Borrower under this

Agreement or the Security as and when the same shall become due and payable in accordance with their
respective terms.

18. Further Assurances. The parties shall execute and deliver such further deeds and
assurances and do or cause to be done all such acts, matters and things as may from time to time be
necessary or conducive to the carrying out of the terms and intent of this Agreement.

19. Severability. Each provision of this Agreement is intended to be severable, and if any

provision is illegal, invalid or unenforceable, the validity or enforceability of the remainder of this
Agreement shall not be adversely affected.

20. Governing Law. This Agreement will be governed by the laws of the Province of British
Columbia, and the federal laws of Canada applicable therein and each of the parties hereto hereby attorns
to the non-exclusive jurisdiction of the courts of the Province of British Columbia.

21. Independent Legal Advice. Each of the parties to this Agreement acknowledges and
agrees that Fasken Martineau DuMoulin LLP has acted as counsel only to the Borrower and that Fasken
Martineau DuMoulin LLP is not protecting the rights and interests of any other party to this Agreement.
The parties to this Agreement acknowledge and agree that the Borrower and Fasken Martineau DuMoulin
LLP have given them the opportunity to seek, and have recommended that such parties obtain,
independent legal advice with respect to the subject matter of this Agreement and the other related
documents, and each of the parties hereby represents and warrants to the Borrower and Fasken Martineau
DuMoulin LLP that such party has sought independent legal advice or waives such advice.

22. Counterparts. This Agreement may be executed in one or more counterparts, each of

which counterparts when executed shall constitute an original and all of which counterparts when so
executed shall constitute one and the same agreement.
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IN WITNESS WHEREOF the parties have executed this Agreement as of the date first written above.

Contech Enterprises Inc.

Autholzed Sigiitory

Sally Helen Zaplatynsky Cary Gregory
Laurel Rayani Janet Gregory
Fiona Finlayson Manning Julien Sellgren
i .«\\ ) N
Z &M
David Radick Janet Shannon

Mark/Grambait . Michael Brenner

Anders Treiberg Sylvia Freisen

Elisabeth Treiberg

Burman and Burman Corp. Christmas Mountains mfg. Inc,
By: : By:

Authorized Signatory Authorized Signatory

Minzar Holdings Litd.

By:

Authorized Signatory
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IN WITNESS WHEREOF the parties have executed this Agreement as of the date first written above.

Contech Enterprises Inc.

By:

Authorized Signatory

e
1
/
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S fE Gl g

£
s

Sally Bélen Zaplatynsky

Cary Gregory

Laurel Rayani

Janet Gregory

Fiona Finlayson Manning

Julien Sellgren

David Radick Janet Shannen
Mark Grambart Michael Brenner
Anders Treiberg | Sylvia Freisen
Elisabeth Treiberg

Burman and Burman Corp.

Christmas Mountains mfg,. Inc.

By: By:

Authorized Signatory Authorized Signatory
Minzar Holdings Ltd.

By:

Authorized Signatory
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IN WITNESS WHEREOF the parties have executed this Agreement as of the date first written above.

Contech Enterprises Inc.

By:

Authorized Signatory

Sélly Helen Zaplatynsky

Laurel Réya ni

Fiona Fin,laysbn‘Man'ning

Julien Sellgren

David Radick Janet Shannon
Mark Grambart Michael Brenner
Anders Treiberg Sylvia Freisen
Elisabeth Treiberg

Burman and Burman Corp.

Christmas Mountains mfg. Inc,

By: By:

Authorized Signatory Authorized Signatory
Minzar Holdings Ltd.

By:

Authorized Signatory




IN WITNESS WHEREOF the parties have executed this Agreement as of the date first written above.

Contech Enterprises Inc.

By:

Authorized Signatory

Sally Helen Zaplatynsky

Cary Gregory

Laurel Rayafli~

Janet Gregory

Fiona Finlayson Manning

Julien Sellgren

David Radick Janet Shannon
Mark Grambart Michael Brenner
Anders Treiberg Sylvia Freisen
Elisabeth Treiberg

Burman and Burman Corp.

Christmas Mountains mfg. Inc.

By: By:
Authorized Signatory Authorized Signatory
Minzar Holdings Ltd.

By: 3 \rg r}{ \\( ) ::):w .

Authorizea Si'gnatory
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IN WITNESS WHEREOT the parties have executed this Agreement as of the date first written above.

Contech Enterprises Inc.

By:

Authorized Signatory

Sally Helen Zaplatynsky Cary Gregory

Laurel Rayani , Janet Gregory
bl Fioan'inlayson Manning Julien Sellgren
David Radick Janet Shannon
Mark Grambart Michael Brenner
Anders Treiberg Sylvia Freisen
Elisabeth Treiberg
Burman and Burman Corp. Christmas Mountains mfg. Inc.
By: By:
Authorized Signatory Authorized Signatory

Minzar Holdings Ltd.

By:

Authorized Signatory
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IN WITNESS WHEREOF the parties have executed this Agreement as of the date first written above.

Contech Enterprises Inc.

By:
Authorized Signatory
Sally Helen Zaplatynsky Cary Gregory
)

Laure] Rayani Janet Gl;égory

LN A~
Fiona Finlayson Manning in’en Sellgren

4

David Radick Janet Shannon
Mark Grambart Michael Brenner
Anders Treiberg Sylvia Freisen
Elisabeth Treiberg

Burman and Burman Corp.

Christmas Mountains mfg. Inc.

By: By:

Authorized Signatory Authorized Signatory
Minzar Holdings Ltd.

By:

Authorized Signatory

DM_VAN/249389-00027/8367957.2



IN WITNESS WHEREOF the parties have executed this Agreement as of the date first written above.,

Contech Enterprises Inc.

By:

Authorized Signatory

Sally Helen Zaplatynsky Cary Gregory
Laurel Rayani Janet Gregory
Fiona Finlayson Manning Julien Sellgren
David Radick Japef Shannon
Mark Grambart Michael Brenner
Anders Treiberg Sylvia Freisen
Elisabeth Treiberg

Burman and Burman Corp. Christmas Mountains mfg. Inc.
By: By:

Authorized Signatory Authorized Signatory
Minzar Holdings Ltd.

By:

Authorized Signatory
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IN WITNESS WHEREOF the parties have executed this Agreement as of the date first written above.

Contech Enterprises Inc.

By:

Authorized Signatory

Sally Helen Zaplatynsky Cary Gregory
Laurel Rayani Janet Gregory
Fiona Finlayson Manning Julien Sellgren

David Radick Janet Shannon

Mark Grambart Michael Bfehner |

Anders Treiberg Sylvia Freisen

Elisabeth Treiberg

Burman and Burman Corp. Christmas Mountains mfg. Inc.
By: By:

Authorized Signatory Authorized Signatory

Minzar Holdings Ltd.

By:

Authorized Signatory
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IN WITNESS WHERFEOF the parties have executed this Agreement as of the date first written above,
Contech Enterprises Inc.
By:

Authorized Signatory

Sai’i‘y: Helen Zaplatynsky Cary Gregory
Lauréei Rayani Janet Gregory
Fianz; Finlayson Manning Julien Sellgren
Bavi%i Radick Janet Shannon

Mark Grambart

Michael Brenner
2 reiberg k Sylvia Freisen
[0 et by
Elisabeth Treibey -
Burman and Burman Corp. Christinas Mountains mfg, Tne,
By: By:
Authérizeé Signatory Authorized Signatory
Minzar Holdings Ltd.
By:
Authorized Signatory
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IN WITNESS WHEREOF the parties have executed this Agreement as of the date first written above.

Contech Enterprises Inc.

By:

Authorized Signatory

Sally Helen Zaplatynsky Cary Gregory
Laurel Rayani Janet Gregory
Fiona Finlayson Manning Julien Sellgren
David Radick Janet Shannon
Mark Grambart Michael Brenner
- l . ’
Anders Treiberg SylviX Friesen for 0827951 BC Ltd
Elisabeth Treiberg
Burman and Burman Corp. Christmas Mountains mfg, Inc.
By: . By:
Authorized Signatory Authorized Signatory
Minzar Holdings Ltd.
By:
Authorized Signatory
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IN WITNESS WHEREOF the parties have executed this Agreement as of the date first written above.

Contech Enterprises Inc.

By:

Authorized Signatory

Sally Helen Zaplatynsky

Cary Gregory

Laurel Rayani

Janet Gregory

Fiona Finlayson Manning

Julien Sellgren

David Radick Janet Shannon
Mark Grambart Michael Brenner
Anders Treiberg Sylvia Freisen

Elisabeth Treiberg

Burman and Barman Corp.

Christmas Mountains mfg. Inc.

By:

Auﬂwnzed Sx
N

Minzar Holdings Ltd.

By:

P

Authorized Signatory
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IN WITNESS WHEREOF the parties have executed this Agreement as of the date first written above.

Contech Enterprises Inc.

By:

Authorized Signatory

Sally Helen Zaplatynsky

Cary Gregory

Laurel Rayani

Janet Gregory

Fiona Finlayson Manning

&

Julien Sellgren

David Radick Janet Shannon
Mark Grambart Michael Brenner
Anders Treiberg Sylvia Freisen
Elisabeth Treiberg

Burman and Burman Corp.

By:

Christmas Mountains mfg. Inc. C%O SJQQC G‘(‘(*&G\T

A AD

Authorized Signatory

Minzar Holdings Ltd.

By:

Authorized Signatory
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SCHEDULE 1

LENDERS

Cary Gregory and Janet Gregory
1160 Baltimore Pike
Gettysburg, PA 17325

Mark Grambart
3008 Oakdowne Road
Victoria, BC VSR 5N9

Laurel Rayani
128 Eberts Street
Victoria, BC V8S 2HS8

Minzar Holdings Ltd.
1494 Dallas Road
Victoria, BC V8S 1A2

Sally Helen Zaplatynsky
4805 Headland Close
West Vancouver, BC VW 3C2

Burman and Burman Corp.
895 Strangcrest Place
Victoria, BC V8Y 117

Fiona Finlayson Manning
2050 Lorne Terrace
Victoria, BC V8S 2H8

Michael Brenner
2741 Dallaire Ave SW
Calgary, AB T3E 7T1

Julien Sellgren
1996 West 13th Avenue
Vancouver, BC V6J 2H6

Anders Treiberg
474 Smelt Bay Road, Box 248
Mansons Landing, BC VOP 1K0

Janet Shannon
2090 Stonehewer Place
Victoria, BC V8S 277

Elisabeth Treiberg
474 Smelt Bay Road, Box 248
Mansons Landing, BC VOP 1K0

Dave Radick
144 Wellington Avenue
Victoria, BC V8V 4H7

0827951 B.C. Ltd.

30140 Nicholson Rd, Abbotsford, BC

V4X 2G5

Christmas Mountains Mfg. Inc.
20 Columbus Street
Perth-Andover, NB E7H 1T3
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COURT OF APPEAL FOR BRITISH COLUMBIA

Citation: Contech Enterprises Ltd. v. Vegherb, LLC,
2015 BCCA 99
Date: 20150306
Docket: CA042532

In the Matter of the Proposal of Contech Enterprises Inc.

Between:
Contech Enterprises Inc. and Deloitte Restructuring Inc.
Respondents
(Applicants)
And
Vegherb, LLC
Appellant
(Respondent)
Before: The Honourable Madam Justice Newbury

The Honourable Madam Justice Saunders
The Honourable Mr. Justice Willcock

On appeal from: An order of the Supreme Court of British Columbia, dated
January 26, 2015 (Contech Enterprises Inc. (Re), 2015 BCSC 129,
Vancouver Docket No. B150025).

Counsel for the Appellant: G.N. Harney
Counsel for the Respondents: K. Jackson
D. Toigo

Place and Date of Hearing: Vancouver, British Columbia
February 19, 2015

Written Submissions Received: March 2 and 5, 2015
Place and Date of Judgment: Vancouver, British Columbia

March 6, 2015

Written Reasons by:
The Honourable Madam Justice Newbury

Concurred in by:
The Honourable Madam Justice Saunders
The Honourable Mr. Justice Willcock



Contech Enterprises Ltd. v. Vegherb, LLC Page 2

Summary:

Appellant sold assets to Respondent (“Contech”) and executed a license agreement
allowing Contech to use its intellectual property (“IP”). Under the license agreement,
Contech would acquire title in the IP once it had made all payments under the asset
purchase agreement. Contech also granted a GSA to Appellant, which was later
subordinated to the GSAs of two other creditors. All the GSAs were perfected by
registration in the PPS Registry. Contech defaulted on payment to Appellant, which
purported to terminate the license agreement. Contech applied for approval of a
proposal in bankruptcy that would extinguish the claims (including ownership or title)
of all “Affected Secured Creditors”, including the Appellant, in exchange for shares in
Contech.

Chambers judge approved the proposal over Appellant’s objections. She held that
Appellant could not reclaim the IP simply by terminating the license agreement since
it was a “security agreement”, and thus subject to the Personal Property Security
Act; that Contech was entitled to a declaration that Appellant’s title to the IP was
“extinguished” by operation of the Bankruptcy and Insolvency Act, as the IP formed
part of Contech’s “basket of assets”; that Appellant should be put in the same class
as other Affected Secured Creditors under the proposal; and that the proposal was
otherwise fair and reasonable. Re Giffen [1998] 1 S.C.R. 91 was held to apply such
that Appellant’s title to the IP was extinguished. Appellant alleges that chambers
judge erred in each of these conclusions and that the proposal was “confiscatory”
and should not have been approved as fair.

Held: Appeal allowed. Chambers judge did not err in concluding that the license
agreement created a security interest under the PPSA and that Appellant could not
reclaim the IP simply by terminating the license. However, she did err in relying on
Re Giffen in support of her finding that Appellant’s ownership of the IP was
extinguished. That case is distinguishable because this is merely a proposal in
bankruptcy; because Appellant perfected its security interest in the IP; and because
Appellant’s security interest was a purchase-money security instrument (“PMSI”) and
thus entitled to a “super priority” under s. 22(1) and 34(1). Chambers judge also
erred in concluding Appellant had a “commonality of interest” with other Affected
Secured Creditors, all of whom (unlike Appellant) had already agreed to receive
shares prior to the proposal. On this basis, and because it purported to extinguish
Appellant’s title to the IP, the proposal was not reasonable.
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Reasons for Judgment of the Honourable Madam Justice Newbury:

[1] Since at least 1998, when the Supreme Court of Canada issued its reasons in
Re Giffen [1998] 1 S.C.R. 91, it has been clear that the trustee in bankruptcy of a
debtor may acquire a “higher interest in [collateral] than that enjoyed by the bankrupt
through the operation of the [Personal Property Security Act]”. (At 101.) The central
issue raised by this appeal is whether a similar result obtains in a somewhat different

context.

[2] The chambers judge below found that Re Giffen did apply to ‘extinguish’ the
proprietary interest of the secured creditor in this case and that the collateral — here,
a license to use certain intellectual property (the “IP”) of significance to both the
creditor and the debtor — passed, together with the creditor’s ‘ownership’ interest
therein, to the debtor in accordance with the terms of its proposal under the
Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3 (the “BIA”). Based in part on this
premise, she approved the proposal as reasonable, rejecting the creditor’'s argument
that it was intended to effect, and does effect, a “confiscation” of the IP. Following
the filing of the creditor’s notice of appeal, a stay was automatically granted pursuant
to s. 195 of the BIA, suspending the order of the chambers judge pending the

disposition of the appeal.

[3] For the reasons that follow, it is my view that although the licence by its terms
created a security interest for purposes of the Personal Property Security Act,
R.S.B.C. 1996, c. 369 (“PPSA”), Re Giffen does not apply to make the security
interest “ineffective” against the trustee of the proposal, and that indeed the interest
is a purchase money security interest (“PMSI”) as defined in the Act, entitled to a
‘super priority’ in most circumstances. It is also my view that the classification of the
secured creditor under the proposal is unfair, as is a term of the proposal that would
extinguish the creditor’s retention of ownership of the IP, and that the chambers
judge therefore erred in approving it as reasonable within the meaning of s. 59(2) of
the BIA.
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Factual Background

[4] At paras. 39-54 of her reasons, the chambers judge described the dealings

between the respondent/debtor Contech Enterprises Inc. (“Contech”) and the

appellant/creditor, Vegherb LLC (“Vegherb”), which gave rise to this proceeding. In

summary form, the relevant facts are as follows:

At some point prior to February 2013, Contech granted general security
agreements (“GSAs”) in favour of various persons, including HSBC Bank
Canada (“HSBC”) and First West Credit Union (“FWCU”). These lenders
registered financing statements in the Personal Property Security

Registry.

On February 22, 2013 Contech entered into an Asset Purchase
Agreement (“APA”) with Vegherb to buy all the latter’s assets for
$4,438,750. The APA defined the term “Purchased Assets” to mean all the
assets of Vegherb except the IP, which was the subject of a separate
License Agreement. Under the APA, $857,100 of the purchase price was
paid by Contech on closing; $2,301,650 was to be paid over time
commencing on June 15, 2013 and ending in late 2018, as evidenced by a
promissory note (the “Note”) delivered to Vegherb at closing; and the
balance was paid by the issuance of 4,000,000 shares of Contech to
Vegherb at $.32 per share.

As part of and at the time of the closing of the APA, the parties executed
the License Agreement. It recited that in exchange for “$1.00 and other
good and valuable consideration”, Vegherb granted to Contech a “right
and license [the “License”] under any and all of the Intellectual Property
during the term of this Agreement to use, disclose, reproduce, ... sell, offer
for sale, advertise, market, distribute, supply, import, use, adapt, prepare
derivative works of and otherwise exploit the Intellectual Property.” The
Agreement contemplated that if either party became aware of any
unauthorized use or infringement of the proprietary rights granted to

Contech, that party would immediately notify the other. The parties would



Contech Enterprises Ltd. v. Vegherb, LLC Page 5

confer “to determine the course of action to be taken with respect to such
unauthorized use or infringement.” In the event Vegherb did not take
reasonable steps within 60 days, Contech would be entitled to do so. Any
damages recovered in such proceeding would be payable to Contech.

Article 3 of the License Agreement referred to the Note granted by
Contech at closing to evidence the $2,301,650 portion of the purchase

price payable over time. Article 3 stated:

3.1 The term of this Agreement commences on the date hereof
and will terminate on the earlier of:

3.1.1 the Licensee fulfilling its obligations in favour of the
Licensor with respect to the payments evidenced by
the Promissory note dated of even date herewith and
delivered at Closing pursuant to the APA (the
“Payments”); or

3.1.2 the Licensee defaulting on its obligations in favour of
the Licensor to make the Payments.

3.2 Effect of Termination.

3.2.1 Upon the termination of this Agreement in accordance
with Section 3.1.1, the Licensor shall transfer to the
Licensee the Intellectual Property pursuant to the terms
of an Assignment Agreement of even date herewith.

3.2.2 Upon the termination of this Agreement in accordance
with Section 3.1.2, the Licensee may continue to
exercise the rights granted to it under Section 2.1 in
connection with any products made in conjunction with
the Intellectual Property that have been manufactured,
included in work in process or are called for pursuant to
contracts or purchase orders from existing customers
of the Licensee as of the date of such termination.
[Emphasis added.]

In accordance with Article 3.2.1, the parties also signed an assignment
agreement to be used in respect of the IP “as and when such assignment

is to occur.”

It seems to be common ground that although the IP was the subject of a
separate agreement, it was an important part of the transaction and that
the $4,438,750 purchase price included the value of the IP. Vegherb made
various representations and warranties in the APA concerning the IP and

trademarks relating thereto.
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In accordance with the foregoing documents, Contech also executed and
delivered the Note in the amount of $2,301,650 (said to be in U.S. funds)
in favour of Vegherb, setting forth the same schedule of payments
contemplated by the APA. In addition, Contech signed a General Security
Agreement in favour of Vegherb, granting a security interest in “all of the
Debtor’s present and after-acquired personal property, including all
inventory, equipment and fixtures ... and other intangibles” to secure

payment of the balance of the purchase price as defined in the APA.

On or about February 22, Vegherb registered a financing statement in

respect of its GSA in the PPS Registry. The collateral was described as:

All of the debtor’s present and after—acquired personal property,

including without limitation fixtures (and terms used herein that are

defined in the Personal Property Security Act of British Columbia or

the regulations made thereunder have those defined meanings

appear).
At around the same time, Vegherb also entered into a Subordination and
Standstill Agreement with FWCU in which it subordinated its security to
that of the credit union to the extent of $1,450,000; and under a second
such agreement, subordinated its security to that of HSBC “in all

respects”.

On March 7, 2014 Contech and certain of its lenders entered into an
“‘Amended and Restated Loan Agreement” contemplating further loans by
them of up to $3 million, to be evidenced by “Secured Convertible
Debentures” the holders of which could elect to convert their loans into
shares in Contech. The agreement provided as well that on September 7,

2015, the outstanding amount of the loans would be converted to shares

“‘without any further action on the part of any one or more of the Lenders”.
Contech’s obligations under this agreement were secured by yet another
GSA, which would cease to have effect upon the payment of the loans or

their conversion into shares.
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On October 30, 2014 Contech defaulted in paying an instalment due on
the Note to Vegherb. The default continued for five business days,
entitling Vegherb to accelerate the entire amount of the debt. Contech
attempted to cure its default by paying Vegherb $300,000 “on or around”
November 6, but since this payment was regarded as a breach of terms of
Vegherb’s subordination agreements with HSBC and FWCU, the
$300,000 was ultimately returned to Contech. It remains in default. At
present, approximately $1.5 million (U.S.) principal amount remains owing
to Vegherb on account of the $4.438 million purchase price under the
APA.

On December 23, 2014 Contech made a proposal (the “Proposal”) in
bankruptcy under the BIA. The respondent Deloitte Restructuring Inc. was

appointed as trustee.

[5] At the hearing below on January 20, 2015, the chambers judge had before

her an application by Contech for the approval of the Proposal. | will return to it

below, but it is noteworthy at this point that it provides for the release by all “Affected

Secured Creditors” (a class defined to include Vegherb) of all claims, including any

right of ownership or title, they had against Contech as of the date of filing of the

Proposal.

The judge below also had before her two other applications, described in her

reasons as follows:

1.

Contech seeks an order declaring that on fulfillment of the Proposal, it
will be owner of certain intellectual property (the “IP”) which was part
of a past transaction whereby Contech purchased the assets of
Vegherb. Vegherb opposes the application.

Vegherb seeks an order in the alternative that if the Proposal is
approved, Vegherb be permitted to amend its proof of claim to change
its position from that of a secured creditor to that of an unsecured
creditor. Contech opposes the application.

[6] The chambers judge approved the Proposal as fair and reasonable “in

respect of the whole body of Contech creditors.” She also granted Contech a

declaratory order that upon the extinguishment of Vegherb’s Claim to “title” to the IP
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“by operation of the BIA”, property in the IP would “reside entirely in Contech subject
to any secured interests of other parties that have not been released.” (Para. 99.)

Last, she dismissed Vegherb’s application to amend its proof of claim.

The Chambers Judge’s Reasons
Security Agreement?

[7] The first and most important issue before the chambers judge was taken to
be whether the License Agreement constituted a “security agreement” for purposes
of the PPSA. (Attached to these reasons is a schedule reproducing the relevant
statutory provisions.) As required by s. 2(1), the chambers judge considered the
“substance” of the Agreement and found that it was analogous to a conditional sale
agreement for the sale of the IP, in that it contemplated that Vegherb would
“temporarily retain title to the IP merely as a means to secure payment of the

purchase price being paid for all of the assets.” (Para. 69.) The judge continued:

The License Agreement was not a means for Vegherb to keep ownership of
the IP beyond the date of payment of the purchase price, nor was it a means
for Vegherb to receive ongoing benefits in relation to that ownership.
Payment by Contech to Vegherb under the License Agreement was not
based on royalties for revenues earned by use of the IP; it was not based on
any performance milestones to be met by Contech in using the IP; and there
were no restrictions on Contech’s use of the IP geographically or temporally.

It was clear that the intention of the parties was for Vegherb to sell the IP to
Contech as part of the sale of Vegherb assets to Contech. The only specific
consideration mentioned under the Assignment Agreement for transfer of the
IP, after the conditions of making the Promissory Note payments were met,
was payment of $1 which had already been made. If that was the only value
of the IP the parties would not be bringing these arguments to court. Clearly
the value of the IP was part of the value attributed to “goodwill and other
intangibles” which was part of the purchase price for the total assets of
Vegherb.

The structure of the entire transaction was that the purchase price of all of the
assets of Vegherb, including the IP, was secured by Vegherb seeking to
retain title of the IP until the entire payments due under the Promissory Note

were paid.

There were no other conditions under the License Agreement that had to be
met by Contech in order to effect transfer of title to the IP from Vegherb to
Contech other than payment of the installment payments secured by the
Promissory Note in relation to the sale of the total asset package.

[Paras. 70-3; emphasis added.]
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[8] The Court found that the terms of the License Agreement dealing with the
rights and duties of the parties in the event of a third party’s unauthorized use or
infringement of the IP were consistent with a conditional sale agreement, as was the
fact that Contech’s right to sublicense or assign the License was restricted to an
assignment in favour of a wholly-owned subsidiary unless Vegherb’s consent was
obtained. Finally, the Court found no business purpose for the License “other than to
function as a form of security for Vegherb to secure the payment of the purchase
price on the sale of the total package of Vegherb’s assets ...". It followed that the
License Agreement was a security agreement that created a security interest under
the PPSA. (Para. 85.)

[9] Elaborating on the implications of this conclusion, the chambers judge
reasoned that both Vegherb and Contech had “some proprietary interest in the IP"
under the License Agreement until the purchase price for Vegherb’s assets (i.e., the
outstanding balance of the Note) was paid. Thus, she reasoned, Contech’s rights in
the IP formed part of its “basket of assets” to which the security interests of other
existing secured creditors could attach. (Para. 88.) On this point, the judge cited
Haibeck v. No. 40 Taurus Ventures Ltd. (1991) 59 B.C.L.R. (2d) 229 (S.C.), where it
was held that although the purchaser of chattels under a conditional sales contract
had not made any payments thereunder, it did have a security interest in the chattels
in question. Since that contract and a debenture previously granted, were perfected
by registration, priority was determined according to s. 35(1) of the PPSA, not
according to where “title” lay. (Para. 89.). Similarly, in the case at bar, the chambers

judge reasoned:

The License Agreement provided an extra form of security to Vegherb (which
also had a general security agreement). However, because it fits within the
definition of security agreement under the PPSA, once there is a contest
amongst secured creditors, Vegherb’s rights under the License Agreement as
between it and other secured creditors are treated just like other security
interests under the PPSA.

This means that in a bankruptcy of Contech, Vegherb’s secured claim in
relation to the IP will be subject to the priorities of other secured creditors;
and any realization of Contech’s assets for the benefit of creditors will include
realization of Contech’s rights to the IP. The Trustee has already concluded
that Vegherb would recover nothing in the event of a bankruptcy, after
liquidation of Contech’s assets. [Paras. 91-2.]
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[10] Likewise, she reasoned, in circumstances falling short of bankruptcy, such as
in a proposal under the BIA, Contech’s “rights in relation to the IP” would form part of
its “basket of assets.” But, since Article 2.4 of the Proposal contemplated that on the
“Conversion Date” (as defined) all Affected Secured Creditors (a term defined to
include Vegherb) would release Contech and its directors from all claims (defined to
include any “right of ownership or title”) that arose prior to the filing date regardless
of the date of crystallization, Vegherb’s claim to “title” in respect of the IP was now
simply a “secured claim which [could] be extinguished by operation of the BIA just
like what can happen to other secured claims against Contech’s property".
Accordingly, the judge continued, “once Vegherb’s claim is extinguished then the

property in the IP will reside entirely in Contech subject to any secured interests of

other parties that have not been released.” (Para. 99.) It is this part of the chambers

judge's reasoning that lies at the heart of Vegherb's appeal.

[11] At paras. 100-118, the chambers judge considered Vegherb’s argument that
Contech’s default under the Note (and License Agreement) automatically terminated
the License, as Vegherb’s counsel had asserted in a letter to counsel for Contech on
October 31, 2014. In this letter, Vegherb demanded that Contech cease and desist
from using the IP. The chambers judge rejected the notion of termination, finding “no

evidence that Contech agreed to Vegherb’s position that the License Agreement

”

was terminated due to default or that Contech no longer had any rights to the IP”.
(Para. 102.) She continued:

| cannot accept Vegherb’s argument that because of either the default in
payment or Vegherb’s unilateral notice of termination, all of Contech’s rights
to the IP would then be taken out from under the umbrella of the PPSA and
BIA. That argument suggests that Vegherb could unilaterally “opt-out” of the
legislation governing security interests, the PPSA, and thereby take priority
over an asset of the debtor for itself despite competing creditors. This would
undermine one of the important purposes of the PPSA, which is to provide
certainty amongst competing creditors as to how their interests in personal
property will be ranked.

The potential default of the debtor was the very reason for the security
agreement which took the form of the License Agreement, and the very
reason it is to be governed by the PPSA, rather than by terms which seek to
give preference to Vegherb to these assets as against other creditors. [Paras.
104-5; emphasis added.]
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[12] An argument made by Vegherb based on DaimlerChrysler Financial Services
(debis) Canada Inc. v. Mega Pets Ltd. 2002 BCCA 242 was found to be of no
assistance to the creditor because the PPSA had been found not to apply in that
instance. Instead, the chambers judge found the case at bar to be analogous to that

in Re Giffen, where the Supreme Court had stated:

... the lessor's security interest remained vulnerable to the claims of third
parties who obtain an interest in the car through the lessee including, trustees
in bankruptcy. In order to protect its security interest from such claims, the
lessor must therefore perfect its interest through registration of its interest (s.
25), or repossession of the collateral (s. 24). The lessor did not have
possession of the car, and it did not register its security interest. Thus, prior to
the bankruptcy, the lessor held an unperfected security interest in the car.
This brings us to the BIA.

D. The Bankrupt's Interest in the Car Vests in the Trustee

Section 71(2) of the BIA provides that, upon an assignment into bankruptcy,
the bankrupt's "property . . . shall, subject to this Act and to the rights of
secured creditors, forthwith pass to and vest in the trustee". Section 2 of the
BIA defines "property” very broadly to include "every description of estate,
interest and profit, present or future, vested or contingent, in, arising out of or
incident to property".

In my opinion, the bankrupt's right to use and possession of the car
constitutes "property"” for the purposes of the BIA and the trustee, by virtue of
s. 71(2) of the BIA, succeeds to this proprietary right. [Para. 115; emphasis
added.]

[13] The chambers judge found that the same analysis applied in this case: under
the terms of the Proposal, Contech had acquired the proprietary right to use the IP
under the License Agreement, as well as the right to receive “legal title” upon
payment of the Note. This was said to be part of “Contech’s personal property to
which claims of secured creditors of Contech attached (that is, those creditors who
registered security interests against all of Contech’s personal property). Mere default
by Contech does [sic; does not?] simply result in that property becoming the sole

property of Vegherb.” (Para. 118.)

[14] As already noted, the chambers judge then granted a declaration to the effect
that upon implementation of the Proposal, including Vegherb’s receipt of certain
shares of Contech, Vegherb’s right in respect of the IP would be “extinguished” and
Contech would be permitted to take all necessary steps to register the IP in

Contech’s name. (Para. 123.) (No argument was advanced to the effect that a
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security interest in intellectual property does not, because of the federal jurisdiction
over trademarks and patents, fall under the PPSA. On this point, see R.C. Cuming
and R.J. Wood, British Columbia Personal Property Security Act Handbook (1998) at
s. 2[7].)

Classes of Creditors

[15] The second major conclusion of the chambers judge that is relevant to this
appeal concerns Vegherb’s being included in the class of “Affected Secured
Creditors” under the Proposal. The Proposal defines this class to mean “creditors
having a security interest in any assets of Contech ranking subordinate to the
security interests of FWCU” and the Secured Debenture Holders and Vegherb
specifically. Vegherb asserted that it should be in its own class as a secured creditor
because the other members of the class were “all debentureholders who always
expected to ultimately receive equity in Contech”. (Para. 131.) In contrast, Vegherb

had sold all its assets to Contech and was still waiting to be paid.

[16] The chambers judge reviewed the seminal Canadian case of Re Canadian
Airlines (2000) 19 C.B.R. (4th) 12 (Alta. Q.B.) in which classification issues were
considered. Paperny J. noted Sovereign Life Assurance Co. v. Dodd [1892] 2 Q.B.
575 (C.A.), where Bowen L.J. observed:

The word class is vague and to find out what is meant by it, we must look at
the scope of the section which is a section enabling, the court to order a
meeting of a class of creditors to be called. It seems plain that we must give
such a meaning to the term 'class' as will prevent the section, being so
worked as to result in confiscation and injustice, and that it must be confined
to those persons, whose rights are not so dissimilar as to make it impossible
for them to consult together with the view to their common interest. [Para. 17,
emphasis added.]

The Court in Canadian Airlines went on to reason:

This test has been described as the "commonality of interest” test. All counsel
agree that this is the test to apply to classification of claims under the
C.C.A.A. However, there is a dispute on the types of interests that are to be
considered in determining commonality.

Generally, the cases hold that classification is a fact-driven determination
unigue to the circumstances of every case, upon which the court should be
loathe to impose rules for universal application, particularly in light of the
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flexible, and remedial jurisdiction involved: see, for example, Re Fairview
Industries Ltd. (1991) 11 C.B.R. (3d) 71 (N.S.T.D.)

The majority of the cases presented to me, held that commonality of the
interest is to be determined by the rights the creditor has a vis-vis the debtor.
Courts have also found it helpful to consider the context of the proposed plan
and treatment of creditors under a liguidation scenario. In the absence of bad
faith, motivation for supporting or rejecting a plan is not a classification issue
in the authorities. [Paras. 17-9; emphasis added.]

[17] Inthe case at bar, the chambers judge reasoned that the class of Affected
Secured Creditors had a “commonality of interest because they are unlikely to
recover anything if Contech goes bankrupt. They all have general security
agreements. Thus the rights of the members of this class vis-a-vis Contech are
similar.” (Para. 134.) She concluded that Vegherb'’s inclusion in the class was

appropriate.

[18] Beginning at para. 150 of her reasons, the judge then considered the
reasonableness of the Proposal as a whole and in particular, Vegherb’s argument
that the Proposal was “designed by its structure to ‘confiscate’ the IP of Vegherb."

She did not accept that this was a “motive” underlying the Proposal. In her words:

| find that the Proposal is designed as an attempt by Contech to restructure
its debt and obtain new financing to enable it to continue its operations. If it is
ultimately successful, under the Proposal the creditors affected by the
Proposal will be better off than they would have been if Contech was simply
to go bankrupt now.

The fact that the Affected Creditors approve the Proposal by a large majority
is a sign that they must have considered it fair and reasonable, and is entitled
to considerable weight.

Vegherb argues that the fact it is going to lose the IP without receiving
ongoing payments for its use is unfair. Again, | do not agree that this is
because of the structure of the Proposal. It is because of the terms of the
License Agreement which is not a true license agreement.

Vegherb complains that the structure of the Proposal essentially requires
secured creditors to accept shares in Contech, not payment, in satisfaction of
amounts owed. Vegherb argues that it may be subsequently difficult to
redeem the shares since Contech is not publicly traded.

| am not satisfied that the share component of the Proposal makes it unfair,
and again | point to the fact that the majority of Affected Secured Creditors
have voted in favour of it. [Paras. 154-8; emphasis added.]

[19] Finally for our purposes, the chambers judge dismissed Vegherb’s application

to be permitted to amend its proof of claim to change its position from that of a
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secured creditor to Unsecured Creditor under ss. 50.1 and 132.1 of the BIA. The
Court found that the Proposal had not contained a “proposed assessed value” for its
claim. The result was that s. 50.1(1) applied, but ss. 50.1(2) and (3) did not; nor did
s. 132(1). On this point, the judge cited Re WorkGroup Designs Inc. (2008) 40
C.B.R. (5th) 1 (Ont. C.A)).

On Appeal

[20] In this court, Vegherb asserted the following errors in judgment:

l. The Chambers Judge erred in fact and law in finding the License
Agreement to be a security agreement.

Il. The Chambers Judge erred in fact and law in finding the License
Agreement did not validly terminate.

M. In the alternative, the Chambers Judge erred in fact and law in finding
that on default of payment, the IP remained the property of Contech.

V. The Chambers Judge erred in fact and law in approving the Proposal.

V. The Chambers Judge erred in fact and law in dismissing Vegherb’s
application to amend its proof of claim.

License as Security Agreement

[21] Mr. Harney for Vegherb argued strenuously on appeal that the License
Agreement was a “true license” and not a security agreement. In his submission,
none of the parties intended to create a security agreement for PPSA purposes, and
the parties’ intentions is one of the factors relevant to determining the substance of a
transaction: see Manning Jamison Ltd. v. Registrar of Travel Services 1999 BCCA
185 at para. 26. Counsel challenged the notion that any particular terms — e.g., a
geographical or temporal restriction, “performance milestones” or the payment of
royalties in relation to revenues — are required for a “true” license agreement, and
noted other characteristics — restrictions on the assignment of the license that are
normally indicative of a license, for example — which the chambers judge found to be

equivocal.

[22] | am not sure that a “true” license agreement cannot also be a security
agreement, and in this case, it seems to me the Licence Agreement was a security

agreement regardless of whether it was a “true” license. As the chambers judge
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noted, Vegherb’s reservation of ownership of the IP until such time as the Note was
discharged, means that “in substance” the Agreement “provide[d] for a security
interest” within the meaning of the definition of “security agreement” at s. 1 of the
PPSA.

[23] It is worth emphasizing, however, that this security interest was perfected
under the PPSA by the registration of a financing statement in respect of the GSA in
February 2013. There was no necessity for the License Agreement to be the subject
of a separate filing: s. 43(5) confirms that a registration “may relate to one or more
security agreements.” Thus Professors R.C. Cuming, R.J. Wood et al. observe in

Personal Property Security Law (2nd ed., 2012):

The PPR registration process does not require a registrant to submit the
security documentation; instead, the registrant submits a separate “financing
statement” containing only minimal information about the transaction to which
it relates. It follows that there is no reason to insist on a one-to-one
relationship between each registration and each security agreement.
Accordingly, the PPSA confirms that a single registration is effective to
perfect a security interest arising under multiple agreements, regardless of
whether the agreements are related to one another or represent separate and
distinct transactions. [at 329; emphasis added.]

(See also 674921 B.C. Ltd. v. New Solutions Financial Corporation 2006 BCCA 49
at para. 33.) It follows that Vegherb’s GSA perfected its security interest in the
assets which it had sold to Contech in February 2013, including the rights that were

granted under the License Agreement.

[24] The chambers judge seemed to recognize the fact of perfection by

registration at para. 91 of her reasons. There she stated:

The License Agreement provided an extra form of security to Vegherb (which
also had a general security agreement). However, because it fits within the
definition of security agreement under the PPSA, once there is a contest
amongst secured creditors, Vegherb’s rights under the License Agreement as
between it and other secured creditors are treated just like other security
interests under the PPSA.

As will be seen below, however, she assumed that Re Giffen applied to ‘extinguish’
all of Vegherb’s rights to the IP — a consequence that does not necessarily follow. |

will return to this point in due course.
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[25] Itis also apparent that to the extent the security interest reserved by Vegherb
secured payment of all or part of the purchase price for Vegherb’s assets, including
the IP, the GSA is a purchase money security interest (“PMSI”) for purposes of the

Act. Contech acknowledged this in written submissions we requested on the point.

Termination of License?

[26] It will be recalled that the chambers judge rejected Vegherb’s submission that
the License had been validly terminated (and all interests in the IP presumably
reverted to Vegherb), on the basis that there was “no evidence” Contech had agreed
to Vegherb’s position that it had terminated. Vegherb challenges this reasoning,
arguing that no such agreement or acquiescence was required by the terms of the
License Agreement or any other agreement to which Contech and Vegherb were
parties. | agree that whether Contech agreed or not to the termination of the License

is irrelevant to whether it was effectively terminated.

[27] Section 9 of the PPSA provides that subject to any enactment, a security
agreement is “effective according to its terms”. However, as Mr. Jackson contended,
when the security interest in the IP was taken (or more properly, retained) by
Vegherb, the existing secured creditors of Contech effectively acquired certain
statutory rights as against Vegherb. (Mr. Jackson described these rights as
amounting to a proprietary interest in the IP, but | need not decide if that is a correct
characterization.) In any event, to allow a creditor to “opt out” of the PPSA by
unilaterally terminating its security agreement would, as the chambers judge stated,
undermine one of the important purposes of the PPSA, i.e., to “provide certainty
among competing creditors as to how their interests in personal property will be
ranked”. (Para. 104.) The PPSA regulates the taking (or re-taking) of possession of
collateral by secured creditors. Section 61 requires that notice of a proposal to do so
be given to other secured parties and allows the court to hear their objections.
Section 62 deals with “rights of redemption and reinstatement” and s. 61 deals with
“voluntary foreclosure”, i.e., situations in which a secured party proposes to take and
retain the collateral in satisfaction of the obligation secured by it. There is no
argument that any of these provisions was invoked or complied with by Vegherb in

this case.
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Re Giffen

[28] This brings us to the chambers judge's analysis of Re Giffen, which Contech
relies on not only for the proposition that its existing secured creditors effectively
acquired an interest in the Licence but also for the proposition that Vegherb’s

interest, including its reservation of title to the IP itself, was effectively eliminated. In

Re Giffen, a lessor (“TLC”) had leased a car to B.C. Telephone Co. It in turn
subleased the car to one of its employees, “B". Since the lease had a term of more
than one year, it was required to be registered under the PPSA. However, neither
B.C. Telephone Co. nor TLC filed financing statements in respect of their security
interests by the time B became bankrupt. B's trustee in bankruptcy obtained an order
in the trial court (see (1994) 90 B.C.L.R. (2d) 326) that it was entitled to the proceeds
of sale of the car by virtue of s. 20(b)(i) of the PPSA. As we noted in Re Perimeter
Transportation Ltd. 2010 BCCA 509, this Court in Giffen, per Finch, J.A., as he then
was, reversed that order on three bases — that under s. 71(2) of the BIA, it was only
“‘property of the bankrupt” that vested in the trustee; that the lessee did not have a
proprietary interest in the car; and that allowing the trustee a greater claim to the

vehicle than the bankrupt had would “overlook fundamental concepts of bankruptcy

law”.

[29] The Supreme Court of Canada disagreed and allowed the appeal, restoring

the order of the trial court. Again as this court noted in Perimeter Transportation:

The Supreme Court of Canada allowed the trustee’s appeal and restored
Hood J.’s order. lacobucci J. for the Court stated that the primary issue on the
appeal was whether s. 20(b)(i) of the PPSA could extinquish the lessor’s (i.e.,
TLC’s) right to the car in favour of the trustee’s interest, or whether the
operation of s. 20(b)(i) was “limited by certain provisions of the BIA”. The
issue could be resolved, he said, by a “normal reading of the relevant
provisions of both the PPSA and BIA, buttressed by the policy considerations
supporting these provisions.” (Para. 24.) The Court of Appeal was found to
have erred in focusing on the locus of title in the car and in holding that the
lessor’'s common law ownership interests prevailed despite the clear meaning
of s. 20(b)(i). It had not recognized that in enacting the PPSA, the Legislature
had “set aside the traditional concepts of title and ownership to a certain
extent.” The Supreme Court quoted with approval a passage from
International Harvester Credit Corp. of Canada v. Bell’s Dairy Ltd. (1986) 30
D.L.R. (4th) 387, 34 B.L.R. 76 (Sask. C.A.), in which it was recognized that
the PPSA regime “does not turn on title to the collateral”:
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There is nothing in the language of the section [s. 20 of the
Saskatchewan and British Columbia PPSAs], or its relationship with
other sections, or indeed in the overall scheme of the Act to suggest,
for example, that an unperfected security interest, because it is rooted
in and attached to the title of particular goods in the possession of a
debtor, should be treated as superior to the more generally derived
and broadly attached interest which an execution creditor comes to
have in a debtor's goods. Indeed, the very opposite is suggested not
only by the language of the section, but by the overall thrust of the
Act. [At 396.]

Thus in lacobucci J.’s analysis, the dispute could not properly be resolved by
determining who had title to the car, because the dispute was “one of priority
to the car and not ownership in it.” [At para. 20; emphasis added.]

[30] With respect to s. 20(b)(i) of the PPSA, the Supreme Court in Re Giffen noted
that a person with an interest “rooted in title to property” in the possession of another

is vulnerable if the interest is not perfected under the PPSA. In the analysis of

lacobucci J.:

... Public disclosure of the security interest is required to prevent innocent
third parties from granting credit to the debtor or otherwise acquiring an
interest in the collateral. However, public disclosure of the security interest
does not seem to be required to protect a trustee who is not in the position of
an innocent third party; rather, the trustee succeeds to the interests of the
bankrupt. In one authority's opinion, trustees are given the capacity to defeat
unperfected security interests because of the “representative capacity of the
trustee and the effect of bankruptcy on the enforcement rights of unsecured
creditors” (R. C. C. Cuming, “Canadian Bankruptcy Law: A Secured
Creditor's Heaven” (1994), 24 Can. Bus. L.J. 17, at pp. 27-28).

Prior to a bankruptcy, unsecured creditors can make claims against the
debtor through provincial judgment enforcement measures. Successful
claims will rank prior to unperfected security interests pursuant to s. 20. Once
a bankruptcy occurs, however, all claims are frozen and the unsecured
creditors must look to the trustee in bankruptcy to assert their claims. Cuming
describes the purpose of s. 20(b)(i) (at p. 29):

In effect, the judgment enforcement rights of unsecured creditors are
merged in the bankruptcy proceedings and the trustee is now the
representative of creditors who can no longer bring their claims to a
‘perfected” status under provincial law. As the repository of
enforcement rights, the trustee has status under s. 20(b)(i) of the
BCPPSA to attack the unperfected security interest.

The purpose behind granting a trustee in bankruptcy the power to defeat
unperfected security interests was recognized by the Saskatchewan Court of
Appeal in International Harvester [International Harvester Credit Corp. of
Canada Ltd. v. Bell’s Dairy Ltd. (Trustee of) (1986) 61 C.B.R. (N.S.) 193] (at
p. 206):

Indeed, the fact that a trustee in bankruptcy is a representative of
creditors serves to shed light on more than one aspect of the issue. It
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explains — or at least assists in the explanation of — why a trustee in
bankruptcy is included in s. 20, as well as why a trustee is not
necessarily confined to the interest of the bankrupt.

The Saskatchewan Court of Appeal again acknowledged the representative
role of the trustee in bankruptcy in Paccar Financial Services [Ltd. v. Sinco
Trucking Ltd. (Trustee of) [1989] 3 W.W.R. 481], which also involved a priority
contest between a trustee and the unperfected security interest of a lessor.
The court stated that the trustee, after bankruptcy, acts as the representative
of the unsecured creditors of the bankrupt and asserts “the claim of the
unsecured creditors to the goods and possessions of the bankrupt pursuant
to the priorities established for competing perfected and unperfected security
interests. It is simply a contest as between an unsecured creditor and the
holder of an unperfected security interest” (p. 490).

The Court of Appeal [of British Columbia] erred, in my view, in not
recognizing that the purpose of s. 20(b)(i) is, at least in part, to permit the
unsecured creditors to maintain, through the person of the trustee, the same
status vis-a-vis secured creditors who have not perfected their security
interests which they enjoyed prior to the bankruptcy of the debtor. [At

paras. 38-42; emphasis added.]

[31] Thus the Supreme Court found that on an application of s. 20(b)(i) of the
PPSA, the common law rule of nemo dat quod non habet was supplanted by a
“policy choice of the Legislature”. The trustee in bankruptcy was found to be entitled
to the proceeds of sale of the car and could pass title to the car to a purchaser as a
result of the operation of both s. 20(b)(i) of the PPSA and s. 81(2) of the BIA on the
bankruptcy. (At 116-7; see also paras. 23-4 of Perimeter Transportation.) In the
words of lacobucci J., “on a plain reading of s. 20(b)(i), the lessor’s interest in the car

[was] ineffective against the trustee.” (At 117.)

[32] The chambers judge found at para. 118 of her reasons that the same analysis
applied in the case at bar. With respect, however, a “plain reading” of s. 20(b)(i)

shows that this is not so. Section 20(b)(i) provides:

20 A security interest

(b) in collateral is not effective against

(i) a trustee in bankruptcy if the security interest is unperfected
at the date of the bankruptcy, ... [Emphasis added.]

[33] Section 20(b)(i) is not applicable in this instance for at least two reasons.

First, it states that an unperfected interest is ineffective against a trustee in
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bankruptcy, but does not refer to a trustee appointed under a proposal in

bankruptcy. There is case law that suggests the two are not the same in form or in
substance: see Re PSINet Ltd. (2002) 30 C.B.R. (4th) 226 (Ont. S.C.J.), per Farley
J., aff'd (2002) 32 C.B.R. (4th) 102, regarding a monitor under the Companies’
Creditors Arrangement Act, R.S.C. 1985, c. C-36; Re TRG Services Inc. (2006) 26
C.B.R. (5th) 203 (Ont. S.C.); Re Mercantile Steel Products Ltd. (1978) 20 O.R. (2d)
237 (Ont. S.C.), regarding a trustee under a (commercial) BIA proposal; Anthony
Duggan, “The Status of Unperfected Security Interests in Insolvency Proceedings”,
(2008) 24 B.F.L.R. 103 at 106-111; and Re Hupfer (2003) 41 C.B.R. (4th) 187 (Alta

Q.B)).

[34] More importantly, s. 20(b)(i) of the PPSA has no application because
Vegherb’s security interest was perfected, by registration, prior to the date of the
Proposal. Indeed, since the License Agreement (and the APA generally) created a
PMSI perfected by registration, s. 22(1)(b) of the PPSA operates to give Vegherb'’s
GSA priority over the interests of the persons referred to in s. 20(b). It follows that

the reasoning in Re Giffen and the policy underlying it are not applicable.

[35] In summary, this case must be distinguished from Re Giffen on several
grounds — the fact that the security interest with which we are concerned was, unlike
the conditional sale agreement in Re Giffen, perfected by registration; the fact that
the collateral in this case is an intangible; the fact that the creditor’s security interest
is a PMSI; and the fact that this case does not involve a bankruptcy, but a proposal
in bankruptcy (which of course is intended to avoid a bankruptcy), so that on its face

s. 20(b)(i) is not applicable.

[36] The remaining question is what priorities apply as between Vegherb’s
registered PMSI (i.e., Vegherb’s GSA) and the earlier GSAs in favour of HSBC and
FWCU — which interests were also perfected under the Act. Section 34(1) of the
PPSA states that a PMSI in an intangible that is perfected not later than 15 days
after the day on which the security interest attached, has “priority over any other

security interest in the same collateral given by the same debtor”. (My emphasis.)
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This is consistent with the policy of the PPSA to provide a so-called “super priority”
for PMSIs. Cuming, Wood and Walsh, supra, explain this policy as follows:

The rationale for the purchase money security interest super priority is very
much bound up with the approach to security interests in after-acquired
property adopted by the PPSA. The PPSA greatly facilitated the ability of
parties to take security interests in after-acquired property. The security
interest attaches to the new property without the requirements of any new act
of transfer. The parties may execute a single security agreement that will
automatically attach to new inventory that is acquired or new accounts that
are generated without the need to execute new security agreements ...

The effectiveness of an after-acquired property clause when combined with a
first-in-time priority rule gives the first secured party a competitive advantage
over later secured parties. The first secured party enjoys a situational
monopoly over later entrants. The purchase money security interest priority is
introduced into the PPSA in order to blunt this situational monopoly and
permit the debtor to obtain future loans from secured parties on competitive
terms. This is not seen as unfair to the first secured party, since a new asset
would not have been obtained by the debtor but for the new credit provided
by the purchase money security interest financier. ...

Recognition of the purchase money security interest priority means that a
debtor who is given a broadly based security interest on present and after —
acquired property to one creditor will be able to raise additional secured
financing from a different creditor on the basis of new assets so long as the
additional financing is used to acquire the new assets. [At 439-40; emphasis
added.]

[37] Inthe case at bar, of course, Vegherb subordinated its position to that of
HSBC and FWCU, the latter to a limited extent. As far as other secured creditors are
concerned, however, Vegherb’s PMSI ranks in priority under the PPSA regime by
virtue of s. 34(1)(b). Even given the priority agreements, it is not correct to say that
Vegherb’s security interest is “extinguished”. As a PMSI, it is entitled to the “super
priority” granted by s.34(1)(b) of the PPSA. Its proprietary interest in the IP and the
other assets it agreed to sell to Contech in February 2013, is subordinate only to
those of HSBC and FWCU, the latter to the extent of $1,450,000. As against all
other secured (and unsecured) creditors, Vegherb remains in a position of priority.
Nothing in the PPSA makes its security interest “ineffective” as against the trustee of
the Proposal or other creditors. Indeed, the BIA generally recognizes and preserves
the priorities of secured creditors in the scheme of distribution established by s. 136
on a bankruptcy. (In particular, s. 136 begins with the phrase “subject to the rights of

secured creditors”.)
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[38] In the result, | would not accede to Vegherb’s first ground of appeal, but |
would set aside the declaration granted by the chambers judge at para. 123 of her
reasons. On the other hand, | agree with counsel for Contech that it was not open to
Vegherb to remove itself from the PPSA priority system simply by purporting to
terminate the License Agreement. Since Vegherb did not attempt to follow any of the
procedures established by the PPSA for repossession, redemption, reinstatement or
“voluntary foreclosure”, its purported termination is now of little consequence, even
though the termination may be effective as against Contech as a matter of contract
and s. 9 of the PPSA.

Approval of the Proposal

[39] |Iturn next to Vegherb’s assertion that the chambers judge erred in approving
the Proposal and in particular, in ruling that Vegherb had a “commonality of interest”
with other members of the “Affected Secured Creditors” class, such that there is no

justification for placing Vegherb in a different class.

[40] The Proposal states that its purpose is to:

... permit [Contech] to settle payment of its liabilities as at the Filing Date and
to compromise indebtedness owed to Affected Creditors of [Contech] on a
fair and equitable equal basis so as to enable [Contech] to carry on business
in the ordinary course.

It contemplates the following classes of creditors:

e Priority Creditors — holders of Crown claims and claims of employees
under ss. 60(1.3) and 136(1d) of the BIA, which would have priority if

Contech became bankrupt.

e Unaffected Creditors — post-filing creditors, equipment lenders, and those
creditors having security interests in any assets of Contech ranking even
with or in priority to FWCU’s interest. Unaffected Creditors are listed in
Schedule A to the proposal and include HSBC and FWCU.

e Affected Secured Creditors — creditors having security interests which
rank subordinate to FWCU'’s security interest, plus the Secured Debenture



Contech Enterprises Ltd. v. Vegherb, LLC Page 23

Holders (which term is defined to include parties to the amended and

Restated Loan Agreement dated March 7, 2014 described earlier in these

reasons, and Vegherb).

e Equity Election Creditors — unsecured creditors with claims equal to or
greater than $30,000 who elect to receive common shares of Contech at a

conversion rate of one share for every $.12 of proven claims.

e Convenience Creditors — creditors with proven claims of $1,500 or less,

who are to be paid in full.

e Unsecured Creditors — creditors who have proven claims but who did not
have a security interest under relevant provincial legislation (including the
PPSA) at the date of filing of the Proposal. They are to receive $.30 for

every $1 of proven claims.

[41] As their name suggests, Unaffected Creditors are not intended to be affected
by the Proposal “and will be paid in accordance with existing agreements between
such creditors and [Contech] or in accordance with alternative arrangements to be
negotiated concurrently with the filing and implementation” of the Proposal.

(Art. 2.3)

[42] Affected Secured Creditors such as Vegherb are to receive common shares
in Contech at the rate of one share for every $0.08 of their proven claims. Upon the
issuance of shares to them and to the Equity Election Creditors (who are subject to a

different conversion rate), the Proposal would operate to:

a. Release [Contech] from all Claims that arose before the Filing Date and
that relate to the obligations of [Contech] prior to the Filing Date,
regardless of the date of crystallization of such Claims; and

b. Release the directors and officers of [Contech] from all Claims that arose
before the Filing Date and that relate to the obligations of [Contech] prior
to the Filing Date, regardless of the date of crystallization of such Claims,
where the directors or officers are, by law, liable in their capacity as
directors or officers. [Art. 2.4; emphasis added.]

Again, the Proposal defines “Claim” to include any right of ownership or title.
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[43] As we have seen, the chambers judge correctly instructed herself that the
Court could refuse to approve the Proposal pursuant to s. 59(2) of the BIA if it was of
the opinion “that the terms of the [Proposal] are not reasonable or are not calculated
to benefit the general body of creditors”. The judge also referred to relevant case
law, including Re Kitchener Frame Ltd. 2012 ONSC 234 and (Re) Magnus One
Energy Corp. (Re) 2009 ABQB 200. She accepted that a court is not bound to
accept a proposal even if it is approved by creditors and recommended by a trustee,
citing Magnus at para. 11. (See para. 128.)

[44] Vegherb objected both to the Proposal itself and to the classification of

Vegherb as an Affected Security Creditor. In the words of the chambers judge:

One of Vegherb’s strong objections to the form of the Proposal is the fact that
it groups it into a class of Affected Secured Creditors. Vegherb asserts it
should be in its own class as a secured creditor because the other creditors
in its class are all debenture holders who always expected to ultimately
receive equity in Contech. In contrast, Vegherb says that it is the seller of
assets to Contech waiting to get paid for those assets. [Para. 131; emphasis
added.]

The Court noted ss. 50(1.4) and (1.5) of the BIA, which are worth reproducing here:

(1.4) Secured claims may be included in the same class if the interests or
rights of the creditors holding those claims are sufficiently similar to give them
a commonality of interest, taking into account

(a) the nature of the debts giving rise to the claims;

(b) the nature and rank of the security in respect of the claims;

(c) the remedies available to the creditors in the absence of the proposal, and
the extent to which the creditors would recover their claims by exercising
those remedies;

(d) the treatment of the claims under the proposal, and the extent to which
the claims would be paid under the proposal; and

(e) such further criteria, consistent with those set out in paragraphs (a) to (d),
as are prescribed.

(1.5) The court may, on application made at any time after a notice of
intention or a proposal is filed, determine, in accordance with subsection
(1.4), the classes of secured claims appropriate to a proposal, and the class
into which any particular secured claim falls. [Emphasis added; para. 132.]

[45] As we have also seen, the judge quoted a passage from Re Canadian

Airlines, in which the Court cited the well-known English case of Sovereign Life
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Assurance Co. v. Dodd [1892] 2 Q.B. 573 (C.A.). Subsequent Canadian cases have
refined the reasoning in Canadian Airlines. This “evolution” in the law is helpfully
described in the judgment of Blair J.A. in Re Stelco Inc. [2005] O.J. No. 4883 (Ont.
C.A.), where he observed that in addition to being concerned with commonality of
interest, a court dealing with a classification of creditors issue should also be
concerned “about the confiscation of legal rights and about avoiding what the parties
have referred to as ‘a tyranny of the minority.”
Comiskey (1990) 1 O.R. (3d) 289 (C.A.), Re Wellington Building Corp. (1934) 16
C.B.R. 48 (Ont. H.C.J.), Sklar-Pepler Furniture Corp. v. Bank of Nova Scotia (1991)
86 D.L.R. (4th) 621 (Ont. Gen. Div.) and Re Campeau Corp. (1990) 10 C.B.R. (3d)

100 (Ont. Gen. Div.)).

(See, for example, Elan Corp. v.

[46] Blair J.A. went on to agree with those authorities, including Canadian Airlines,
which stipulate that the “classification of creditors is determined by their legal right in
relation to the debtor company, as opposed to their rights as creditors in relation to

each other.” (Para. 30.) This factor is of course the first listed at s. 50(1.4) of the BIA,

which came into force in 1992 and was amended in 2004 to refer to creditors’ rights

as well as interests. (See also the judgments of Trainor J. in Re Northland Properties
Ltd. (1988) 31 B.C.L.R. (2d) 35 and 73 C.B.R. (N.S.) 175, both upheld by this court:
see (1988) 32 B.C.L.R. (2d) 309 and (1989) 34 B.C.L.R. (2d) 122, cited by Blair J.A.
at para. 24.)

[47] The chambers judge declined to give effect to Vegherb's objection to its
inclusion in the class of Affected Secured Creditors on the basis that all the parties in
this class were unlikely to recover anything if Contech became bankrupt and that
there was “no evidence suggesting that the interest secured by [the License
Agreement] ranks ahead of any of the interests secured by the general security
agreements.” (Para. 135.) In so concluding, the judge in my respectful view erred in
law and failed to consider that the GSA granted a favour of Vegherb created a PMSI
which, under the PPSA priority regime, would be entitled to “priority over any other
security interest in the same collateral given by the same debtor” (PPSA,

S. 34(1)(b)). Of course, Vegherb subordinated its GSA to the GSAs of HSBC and
FWCU.
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[48] As for the conclusion of the court below that Vegherb should be equated with
the holders of the Convertible Debentures, this seems to ignore the fact that the
holders of such Debentures had agreed that their loan positions would by
September 2015 be converted into shares — this was not just an option. While it is
true that Vegherb had accepted some shares of Contech as part of its consideration
for the sale of its assets under the APA, it was not obliged to accept additional
shares under the terms of any agreement to which we have been referred. As well,
as we have seen, Vegherb was, unlike holders of the Debentures, entitled to a

‘super-priority’ over other secured interests.

[49] Given the foregoing, it seems to me highly doubtful that Vegherb and the
other Affected Secured Creditors had a commonality of interest. The Affected
Secured Creditors other than Vegherb had only an expectation of receiving shares;
Vegherb on the other hand had a PMSI and was entitled to “super priority” subject
only to its voluntary subordination to HSBC and FWCU. Under the Proposal,
however, Vegherb would be required to release Contech from all claims whatsoever
— including claims aimed at enforcing Vegherb’s proprietary interest in the IP. As
noted by Vegherb in its factum, other members of the Affected Secured Creditors
can expect to receive “substantially the same remedy under the Proposal as they
would have faced otherwise, including substantially the same remedy for which they
originally contracted”— shares in Contech in proportion to the money they lent to
Contech. Vegherb on the other hand stands to lose all its assets to Contech,
including its right of “ownership” of the IP. Lord Bowen's stricture against a

“confiscatory” classification method resonates in these circumstances.

Disposition

[50] Atthe end of the day, | agree with Vegherb that its classification as an
Affected Secured Creditor along with the holders of the Convertible Debentures is
unfair and that because of this classification in combination with Article 2.4 of the
Proposal (see para. 42 above), the Proposal would operate unfairly to Vegherb.
Court approval of the Proposal would in my view not preserve the integrity of the
bankruptcy process or comply with the requirements of commercial morality: see Re



Contech Enterprises Ltd. v. Vegherb, LLC Page 27

Gardner (1921) 1 C.B.R. 424 (Ont. S.C.). On this basis, | conclude that the

chambers judge fell into error in ruling that the Proposal was reasonable.

[51] | would allow the appeal, set aside the Order of the chambers judge and

dismiss the respondents’ application.

“The Honourable Madam Justice Newbury”
| AGREE:

“The Honourable Madam Justice Saunders”

| AGREE:

“The Honourable Mr. Justice Willcock”
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Schedule

Personal Property Security Act, R.S.B.C. 1996, c. 359

Definitions and interpretation

1 (1) In this Act:

[.]

"purchase money security interest” means

(a) a security interest taken in collateral, other than
investment property, to the extent that it secures payment
of all or part of its purchase price,

(b) a security interest taken in collateral, other than
investment property, by a person who gives value for the
purpose of enabling the debtor to acquire rights in the
collateral, to the extent that the value is applied to acquire
the rights,

(c) the interest of a lessor of goods under a lease for a term
of more than one year, and

(d) the interest of a person who delivers goods to another
person under a commercial consignment,

but does not include a transaction of sale by and lease back to the
seller and, for the purposes of this definition, "purchase price" and
"value" include credit charges or interest payable for the purchase
or loan credit;

[..]

"security agreement” means an agreement that creates or
provides for a security interest and, if the context permits, includes

(a) an agreement that provides for a prior security interest,
and

(b) writing that evidences a security agreement;
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[.]

"security interest" means

(a) an interest in goods, chattel paper, investment property,
a document of title, an instrument, money or an intangible
that secures payment or performance of an obligation, but
does not include the interest of a seller who has shipped
goods to a buyer under a negotiable bill of lading or its
equivalent to the order of the seller or to the order of an
agent of the seller, unless the parties have otherwise
evidenced an intention to create or provide for a security
interest in the goods, and

(b) the interest of

() atransferee arising from the transfer of an
account or a transfer of chattel paper,

(i) a person who delivers goods to another person
under a commercial consignment, and

(i) alessor under a lease for a term of more than
one year,

whether or not the interest secures payment or
performance of an obligation;

Scope of Act: security interests
2 (1) Subject to section 4, this Act applies

(a) to every transaction that in substance creates a security
interest, without regard to its form and without regard to the
person who has title to the collateral, and

(b) without limiting paragraph (a), to a chattel mortgage, a
conditional sale, a floating charge, a pledge, a trust
indenture, a trust receipt, an assignment, a consignment, a
lease, a trust, and a transfer of chattel paper if they secure
payment or performance of an obligation.
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Effectiveness of a security agreement

9 Subject to this and any other enactment, a security agreement is
effective according to its terms.

Subordination of unperfected security interests
20 A security interest [...]

(b) in collateral is not effective against

(i) atrustee in bankruptcy if the security interest is
unperfected at the date of the bankruptcy, or

(i) a liguidator appointed under the Winding-up and
Restructuring Act (Canada) if the security interest is
unperfected at the date that the winding-up order is
made...]

Perfection of purchase money security interests
22 (1) A purchase money security interest in [...]

(b) an intangible that is perfected not later than 15 days
after the day the security interest attaches,

has priority over the interests of persons referred to in section 20 (a)
and (b).

Purchase money security interests
34 (1) Subject to section 28, a purchase money security interest in

(a) collateral or its proceeds, other than intangibles or
inventory, that is perfected not later than 15 days after the
day the debtor, or another person at the request of the
debtor, obtains possession of the collateral, whichever is
earlier, or

(b) an intangible or its proceeds that is perfected not later
than 15 days after the day the security interest in the
intangible attaches,

has priority over any other security interest in the same collateral given
by the same debtor.
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Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3

Registration of financing statements
431[...]

(5) A registration may relate to one or more than one security
agreement.

Who may make a proposal

50[...]
(1.5) The court may, on application made at any time after a notice of
intention or a proposal is filed, determine, in accordance with
subsection (1.4), the classes of secured claims appropriate to a
proposal, and the class into which any particular secured claim falls.
(1.6) Subject to section 50.1 as regards included secured creditors,
any creditor may respond to the proposal as made to the creditors

generally, by filing with the trustee a proof of claim in the manner
provided for in

(a) sections 124 to 126, in the case of unsecured
creditors; or

(b) sections 124 to 134, in the case of secured creditors.
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ARTICLE 2 - REPRESEN TATIONS, WARRANTIES AND COVENANTS
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{a) the Borrewer 1s valdly exsting and i good staoding under the Taws of Britsh
Colwnbas with cospect 1o filing s annual reporty,

b the Borrower

{1 B the posver and athonty o canny o the busisess now heing cuned on
Cand hos the Tull poveer and authorny 1o execute and dedrver, or pad
full poveer and autherity when it exeaited and Jdefiv ared, as applicablesthe

Prapsacton Dovionends: and

) has taken all necessary and requosde corporate proceedimes wd all
vesalulions and suthorizations Bave been taken, passad, done and gnoen by




ioand by m duectins 1o awtharize, permnt and cnable it escowe and
deliver the ramacton Documents: :

{w} cach ol the Transaction Decuments, when cxecutaed and &i;’%i%a‘%\"%‘ witl consbitie
jegal. vabid and binding oblizations of the Borowey cisfurezable agmmst the
Forrower m accordanee willt ils tenms, subrar o s'mmmiai«.‘: bankrapie:

insolveney and stmiar laws affechmy creditors” nghts ¢

iy Sefredule 5 sete out all of the sutstandng debt of the Borroser as of the dare of
this Agteement

(e} netther the eseeution and delivery ol the Transaction Documams pot 0oy pliance
o th the terms. conditions and prosisions thereal

(1 il confliel wih or rosud o material hrewdl ol any of the s,
conditions or provisiony of,

tA1 the constating documents of te Borrm
{1 any agrecmsenl, mstrunent or arrangement o which the Borrower

is e a party or by which it is or may be bound, or consiitute a
defaudt thereunden

(0 any udziment o onder, it infunction of decieg af apy cowrt or
Gy any applicable Lo o governmental reguimion:
(1) will contracvene, confhot sl or resalt mopoe o of broach of or

i
¥
H
H

trigger any adverse paateral oy

g the aitfnm SOTTOReEr.

dit will violate or cansttute o defraltunder any presisien of fowam
any oot or other agency of guverment the constati 1 docwments of the
Borrower or any insfrument, agreeniont o coOmnuinent 1o which the

&

Barrower iy g party ar by which the Barrower orany of

arsely are Boud, o1

i propesties or

gvr o wall require the Borrower o obtain any consent, fieense. cortifatan of
approsal Trom any thied party which has not been duly abiame I and no
person has any ughts of fist rehesal or any pres npove cghts i
cotncetion with the dssuance of the Transastion Do s ayhor than

those wieh ave boen othervwise watved:

it upon recept sl that portion ot the Principal by the Borener at o Closing (a3
defined 1 Section 31 the Debennpes ssaed ot such Closia
satidly ¢ ! wrized and will be issued g delisered o

and

non-assossabie W the Lenders i thog reapetine propaiizens i wu
all dppimm‘: securities laws, and the Leaders will be the

oeners a1 then rectin e Dobondires:




oy -

{3y} thete s no action, procceding o gpeshgabion pending, oF Wl Kiow ledge
threatened, agmnst o affeching e Bomower ol e or o equoty wineho il
deterntined adversely o the Borrower, could have e material adverse ohical

(i the Comumon shares i the capital ol the Borrower 3 he pssued upon consersion ol

e Principad kmm een dufv and sabidly crented, quihorized and ailoted, and
upon stance will be ssued as ity pand and not-assessable shares, andd

{1 the Borrower owits, posseascs and has gand title to all currently hekd Coliateral
(s defined i e GSAL drew frome all secunty wierests, erignges. ©
cnctmhrances, ess and clamms, exeept those. i any. drctosd i Sehedole

2.2 Reliqnee und Lndemnity of Lenders, The endersare relving on the ruproseniaioms and
warrantics st furth in Seehon 2 1, notw dhstanding any investigabion oF Cig wirtes maide by the
[ enders or watsor af amy conditions to advancg finds un lev this Agrecment, amd the Borrower
agrees W ondenmily and save warmless each of the Lenders from and aganst all losses. Jainages
costs, ar expenses, i huding fegal costy as hetween o soliciior and s own chene sulfered or
incurred by a Lendor as a vesult ol or m conttection with any of those reprosentalions of
warranties beimyg incerrect or breached,

Hoa

3 Representations und Warrgnties of the Lenders. Lavh of the Donders, se crally nud nat
jomts, tepresents ansd warranis 1o the Horpower that,

{a} such Londer s prochasing ts Debonture as principal 1 ihe ot seb out mn
Sehedite 3 or siieh amount advanced by an Additional Lender as applicanle: and

{h it the applicable Closing Date. such Lender will be a person whe is
(1 & divectar, exceative ofiicer or control person of the Botrawar
{1} a spouse, parent, grandparent, brother. ssster, child or grandehild of a

Jirector, executive olicer or contrel person ol {the Borrowern

Uiy a parenh grandparent b Id o gn 1-:&%;%:% i ihe spouse af a

direoior, enuculive olhc

Gy closs nersonal fiemd of o divecton cveeutive offfoer or conrol prerson of
ne i
ihie Bormomeer,

(v A close Business associate of 8 dircoion executing offieer or cantrnd person
¥

of the Rorrower:

(b w persun of which o nwjory of the valog sceunies e Benehiciafly
owned by, or o majorny of the directars are. porsons deseribed
paragraphs (1) (0o

Coitan accrediied pveston s that e s deli i secqen 1ol Notiondd

Tonstriumont A5- 1006 - !"m

el fits {Hr’;f I%é’j'/i'u" s i REUE ST EIEA
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2.4 Reliunce and Indemnity of Borrower. The Borrower is relying on the representalions
and warranties set forth in Section 2.3, notwithstanding any investigation o1 enquiries made by
the Borrower or waiver of any conditions 10 advancing funds under this Agreement; and the
Lenders agree, severally and not jointly. to indemnify and save harmless the Borrower {rom and
against all losses, damages, COSLS, OF EXPEnses, including legal costs as between 4 solicitor and
his own client, suffered or incurred by the Borrower as a result of or in connection with any
hreach of those representations or warranties or covenant,

ARTICLE 3 - DISBURSEMENT CONDITIONS AND CLOSING

3.1 Time and Place of Closings. The advance of such portions of the Principal to the
Borrower (each a “Closing™) under this Agreement from time to time will take place on or about
the date hereof (the “First Closing™) or such other date an Additional Lender advances their
respective portion of the Principal (each, a “Suhsequent Closing” and the date of each Closing,
a “Closing Date”), as applicable. and will occur at 2 p.m. (Vancouver time) on such Closing
Date at the offices of Fasken Martineau DuMoulin LLP at 2900 - 550 Rurrard Street,
Vancouver, British Columbia.

39 Dishursement Conditions. The obligation of the Lenders to advance the Principal under
this Agreement is subject 1o the satisfaction of each of the following conditions precedent:

{a) the Botrower shall have received all consents and waivers required under
applicable law or agreements 10 permit the issuance of the Debentures;

(h the Lenders shall be satistied with the completion of due dili

%]

&3

encel

{©) such pe.frcmuagc of existing debt as acceptable by BC Advantage Fund (VCC)
Ltd. shall have been converted into Common shares in the capital of the Borrower
at a conversion price of $0.08 per share;

{d Mark Grambart and Allen Spigelman shall have each converted their fiscal 2012
bonus of $85.000, respectively, into an aggregate of 2.380.000 Common shares in
the capital of the Borrower, and executed and delivered unconditional releases
from Mark Grambart and Allen Spigelman relating to the same;

() execution, delivery and registration of all security documents and other
documents relating 1o the advance of Principal under this Agreement and receipt
of subordination, postponement and inter-creditor agreements to effect the
Lenders' security and ranking. in each case to the satisfaction of BC Advantage
Fund (VCC) Lid., acting reasonably,

H the Borrower shall have received a letter from HSBC confirming that the
Rorrower is. as of the date of the First Closing, in material compliance with the

terms of its credit facility with HSBC:

{g) the representations and warranties ol the Borrower contained in Section 2.1 and in
the other Transaction Documents shall be true, accurate and correct on and as of

DM VAR/ZA8S GOORIMTEIRE 3




the apphicable Closing Date with the same effect as though »ue ?1 Lmd spali
and wagranties had been made on and as of such Closme Date: an

{in the Lenders shall be satstiod thas the liuz‘xmx’m' Whall have perlonmed. o b able
1o perforsr all obhyations and vovenants w be performed by before or at the
applivable Closing under this Agreement.

AR Minimum Virst Clasing Anounr Notwathstanding any othios pa‘a soiston hovem, the
obligations of Borrewr ander Secuon 3.0 below and 1;11 ryjse horeimn are w 0t s the Origanal
{enders having advanced ap aggregae foan amount ot the Frst Closig, » Tieh studd melade the

Pobrnary Advances. of not less than 2200000

4 Borrower's Faiture w Satisfy Conditions Precedent. The condinons prece dent sot furth
in Secton 3.2 af this Agreomem are o the sole ?Ms:m of the Lenders amd v i‘u‘:tim' or mt fhe
Lenders, or any one of them, we satsficd or onsaustied shall be determ ned by the Londers in
thew sole. absolute and wnlvtiored discretion, i one or more of such cons i Hons precedont m
Section 3.7 are nol sasisfied on ar betore the applicable Closing Date and the Leaders. as
apphicable, ful w0 wabve 1 writing \HM complizuee therowith, then the Lenders shall nat be
Miented 1o advance such portion of the Principal contemplated hercunder and such Closing
shall nut procecd,

5.5 Lender's Failure 1o Satisfy Condition I’r(,'c:!dm! The cmuﬁmm prevedent et Teath m
Section 2.3 of this Agreement is for the sole benelit of the Berrower. H such condition praocdent
in Section 3.3 is nol x‘fmmi?cd on oy belore the First Closing and mc Horrovwer Bals o waive in
wriling siviel compliance 4 *\ui%z then the Borrower shall not be eblivawed 1o sabsly s
obligations hereunder and such First Closing shall not proceed.

20 Ciosing Obligarions of the Borrower. AL cach Closing, the Borrower shadt debiver or

canse o be deleered o the Lenders. as apphcable. the followiag docuntents i form sainslactory
o such Londars

(a) this Apreement duly executed By the Borrower,
{5 the GSA duly exeeuted by the Booower w favour of the Originad Lenders and
(c) a Debenture w the proper amoumt for cach Lender dudy exccutesd by the
Borrowo
7 First Closing Obligations of the Original Lenders. Fach of the Onginal {anders

i
conensuts and azrees with the Borrower that ol the First Closing, each Onigingd Lender shall

debrver or shall have ciused 1o be delive the Borrower,

{a) this Apreement duly exevuted by such Origimal Lender:
{h} i apphicable. the debenture representing such Orgial bondess portien of the

February Advances, surrendered for cancelfation:

oy the

) it mziwhn g overtitficate of aceredited dnvestor g form aceepial
Sorrorwer and duly executed by sach Oginal Lender? and




LG

{dt a cortified chegue, wire transter. wlicitors' tust chegue or bank dratl fow the loan
gmennt show next o thely pame i the column labetied “Loan Amsunt® m
Sehedude 3 and not proviensly advanced under the February Loan Agrediient

Addditional

Subsequent Clasing Obligations of the Additional Lenders. Lach of the
lunius conenants and agrees with the Bomower it ot cach such apphoabie Subnoguant
Closing. such Addinonal Lender ahiall deliver o shall have caused 1o be debiverad o the
Horrow er

{1 an agreement (o be bound 10 iim Axreement duly executed iti; sucht Addmonal
Lender and 1 substantially the fore attached horets as 50 hedsle

(I it applicable, a4 certificate of seoredited investor moa form aceeptabie so the
Borrawer and duly excented by such Addinonal Lender: andd

e a cortified cheque. wire tramsfor, salivitors” gust chogue or rak drall for the Toan
amount to be advanced by such Addinonal Lender,

ARTICLE 4 - INTER-LENDER PROVISIONS

4.1 Additional Lenders. Notwithstanding any other provision o the contrary, the Botrower
shall not grant o security nterest to any Additional { Lender v tssue o Debentare o such party,
and such Addinonal Lender shall have no interest m the security gronted pursuant 1o the GSA
{the "Seeurity™y or in the rights and prioritiey en ded hr;‘['il’lmﬂl:i‘, antdl sueh tme as such
Additional Lender adyances the tespeelive portion of the Principat o the Company, and then
asly Tor the amoeunt actuabiv advanced,

a2 Pari Pussu Security. As amongsi !imz;wiwa the Lenders each sball love a fre Ra
inrerest i the Security, and theiy respective Pro Rata mterests shall vank par s with cach

athier, which priorty shall be moffeet nmv i!hwigi‘ix Wi

{a) the respective dates on which the Secunty was reaistored i favour of @ Londa
(b3 the respective dates on whicl any notices are given by any {ender o any debiors

of the Borrower;

<l the respective dates of orystallizaton o realization by any Lender under the GSA]
iy the poonly of such secarnty nterests, morigages. charges, pledges or other

encumbrances otherw ise preseribed under uny appheablc s or

el any uther act or corcumstance whatsoever which mav otherwise sler or postpone
their imterests wnder the GHAL

Fach Lender shall Hold it snwerest o the Secwy for the banefit of e othor Lamdats
aocordance with the provisions of this Agreement,

3 Realization of Security. None of the Lenders shiall be enitlod 1o reulioe vin the Seeurity
stess the Lendors by Londer Approval eonsent mn ‘;'Hm‘f; W the comptenceiiont of realizabon




< H .

§‘>mcccmnwt and the methodis) of realization. Upon such consent bang attamod, the Londers

Ball take all actions necessary (o sn ealive on e Seontity Any other docisions ot achions of e
lkii'niz)l‘%‘ required i the couwse of realizing vpon e Secunty shall sinlarly reguire Lender
’\;mn’r""! ancd tomn stch consent beig oblaed the Lepders shiadl ke all actens necessary 10
implemoent such deciion or action

4 o Costs of Redlization, Ty the ceent thatat becomes pecessary or advisabic tor o bender 1o
lond money o 4 receiver or receiver-manager against the recchverTs oF TECOIVEI-NNINaRer ' $
certificated(s) or 1o ‘*vpend monics with respeet o nspection. repaies of othar madiers
contemplated by the GSAL the Lenders shadl share the cost 1o cach such ovpendilure Pre Kot
The Lenders shall, prompriv fetowing cach suehvexpenditire. make all necessurny sdjusiments ofF
renmbursements a8 amoeng hanseles as are necessary o vesull s the Pro Raa shonng of such

Cirsts

45 J’nm’wis of Realization. The Seeurity shall, 11 realized. be reulh ~) Tor the conimon
enelit of the Lenders. and all proceeds resulting from the enforcement or sealization ot such
Security and atl other provecds reccived by the Lenders pursaant 1 the GSA, nichuding without
nitation. insurinee proceeds. shall be distributed winongst e Lenders ona Pro Rat hasis,

4.4 Dissolution of the Barvower. In the cvent of the dissalution, Bouadation, winding up or
bankruptey (voluniary ot otherwise) of the Borrower or distribution of s assels among s
creditors. all momes which mun be received by the Lenders i respect ol the Indebediess shall

be divided among ther m the saune manner as provesds from the readizauon of the Secwsits.

45 Application of Payments. Al payments recenved by the Lasndcz*«: frony the Bopower on
account of the Indebledness shall be apphied by vach Lendor o such ndebtodness and shall not
be applied on account of any other indebtedness or habihiy of the I%ssz'rmx o muless the woitken
consent of the ather Lenders i first obtiined.

ER Negative Covenants.  Other than as otherwse provided harens a0 Lomder shall not,
without Lender Approval

fai trke any action under the GEALunless se tndwated w the G Lt du soy
thi amwnd vy awddy the Seourity:
{c] sther Han as comemplated erenn release oo subordinate.

(i the Secnriy: of

(1) any ol the Indebfodness
(i other than in the vent of repaement or copvarsion conremphued Berein,
discharge the Securty m wh §3!i" ar i part o relense o forgne %%'si,‘ Hotowor in
respectof any ol tie Indebiedne

Hoor assten s of then nghio o

fo e Becny

chiddness oy




{1y take or obtain any further seeuny from the Borower w1
Indebiedness.

spect of the

40 Covemant to Subordinare.  Upan recapt ol Lender Approval as contesnpliad ey
Section 43¢y i Lenders rc['arc:cmm'ag not less than 50% of the oustanding tdebiedavss the
“Subordinating  Lenders” wiué’z o release or subordinate the Sceurity os any of the
ndebtedness, sl Londers nl\ 0 be requited 1o selease or subordinate, as the ce ey he thely
rospeetive Sveurty und l’mici*tcdawsa un the same terms and conditions as the Suberdinating
Lenders,

G0 Evehange of Informativn. Any Lender naking demund 15 accordunce wilh such
ender's Debenture shiall promptiy debner o copy of such demand i the uther Lanwders. The
Lenders sholl also furnish o each other from te o time upon request ntormeton and
partculars as to the outstandimg Indebiedness owed o the Lenders by the Berrowa and whcther
the Bmzm‘u is or has been m default of paviient ot has otheowise been w defouit ol any SHETH]
ahlizations under s Agreement, or the GRA

411 Ceasing to be a Lender and Discharge of Security. Notwithstanding any other provisiesn
fereol. once the portion of the Indebtedness owed woa purty hereunder hias Bewn patid, converted
o orherwise satisfiod i full that party shall iherealter, be decwed not to be al ender, and such
party herehy ageees that at such tme and thereafler, the GSA shati bo of o Turther foree of effvel
and the Borrower shall e eatitled to discharge any registercd scourly mterestm fvour of such
Lender,

412 ldemnity. Fach Len ds,s agrees to indemmfy and save hamless the ot CLonders from
sad against ol josses domages, RIS, oF expusgs, ncluding Jegal cosis as %"1 ween ooschotor
and his own ehont, suffored or incurred by the ather Londers as a resul of o i connee foay with

e Lender materially breach m: ary of the covenants and agreomants sct forth i this Ayticle,

11

413%  Conflict. ln ahc event of a conflict between the provisions of this Agreenten. und the
GSAL the terms of Ui Agreement shull prevarl

ARTICLE 5 - GENERAL PROVISIONS

h

Dejinitivns, 1o this Agreenient. unloss the content athenwise weguies

fit} “Lender Approval” means e approvalin wiiting of Lenders holdng wore than
S0t of e amount of Indebiediess autstianding hom (e o el

by “Pro Rata” us smongst the Dosders, means ;’sm poi i acenmilee vl dheir
respective portion of the wotal ontstanding Indebiedness i the applicable i

; Lxpenses,  The Bonower shall pay e weasonable Tegal fees professonad Tees,
dishureements and out of pocket costs tincluding any uppheable twes therewny neurred by or for
e account o the Lenders i eonmection with the costs anvired o conpection with the
proparing. nevotating and registering the GSAC mcluding further assurgnces, inrneing
stafements, Tmaneing change staements, discharges and amendments




53 Governing Law. Ths Agreomont {nned any tansachons, dovamants, o mstruments oF other
agrecments contemiplated m ihis Agreement) shall be constnged and gove rped exclusively by the
Lo in foree i1 Britsh Columbia and the laws of Canada apphicable theram. anid the conats of
Beitsh Columbia Gand Suprerne Court of Camadag sb nocessary) shall s e exclusive puisdiction
1o hear and determine all disputes avising hereunder The undersigned m‘umcz;i,i' aers to the
jurisdiction of said cousts and consent o the commonvement of procecdings m such cows, This
provigion shall not be construvd to aftect the rights of any party o enforee 3§ pudgmentar aw ard
outside &;md mminw mcluding the nght o record and enforce o pudginent o ward m any other
jurisdictie

54 Sﬁ’i‘{'t'{?!}i:’f(\’. A any previsien el s Agreement is detcrnmned W be mvaiid o
aendoreeable by a court of compatent jurisdicion fron which ne further appeal Los o 1 then,
thar provision sh 'ili b deemed 1o be severed horefrom, and the remaining proviswons of this

Apreement shall not be affecied thereby and shall remam vajud and enforceable
53 Notices. Any potice or other wating required or permitted to he g given hereunder or Tor
the purposes hereol w0 the Borrower or the Lenders shall be sul fficia ii siven if Jelvered

quet

personially. or i sent by prepaid couner w the addresses indicated m this \“iw SIS IENES gt 3
ather address or addresses ae the party 1o whuont such notice or othey unim;f it be given shall
have last notified the party giving the some m 331 manner provided n this Secton 337 wath a
copy, in the case ol any notive 1o any Lender, to the attention of s ol L Hd(ji and. 1y e case of
any notice 1o the Bortower, (o he atténtion of the Horrower, Linit 115,19 Dallas Rdd . Victoria,
B VSV SAG, Any natice or other witing delivered passonally or by prepaid courier (o the party
fr whom it s sddressed as horeibelore prosided shall be deemed o hove been gnen and

reecived o the day 3t s so delivered at such address: provided that i such day s not g business
day. then such potee or other witimg shall be decimed 1w have been given and tecerved on the
next busmicss day.

S fl?lc’i})l“a’i(liiu:?.f Iy thus ;‘\.‘.!x coment. Scetions. Subsections, Paragraphs and Subpatagraphs
may be referred to by use of the term TSeetion” followed by @ numen weal ard alphabetical
reference withoul Turther deseription. Words Gincluding defined termsi usiing v mpe rting the
sl number include the plaral and viee versa and words importing ung gencler vy shall
mclude all gonders and words mporting persens i s Agreement shall melude indnvduals,
partnerships. corporations and any other entitics, egal or otherwise,

57 Schodules. The schedules attached 1o this Agreenient shall Torm part of this Aareement
and any reference (o a “Scheduole” herew shall be o a Sehedole attached hereto, videss otherwise
mdicared.
FH Comterpares. This Agreomont may be exccuted i several countarpaits. el i
clectronic means, cach of which me exncouted shall be deomed to be an orvigmal and cuch
counterparts toacther shall be but one and the same Fstrmeny.

59 Time of the Essence. Tane shall be ol e essence of this Agreement,

P

S0 Enarement. 1his Agrecment shatl enure to the benefit of and be Tunaing upon the partis
and then respective hens, porsonal fepresentatives, CRCCHars, suceesson asd nesians,
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S0y Transfer and Assignment. The Debenwres as well as voch Tendet's wahts and
abhgations under thys Agreement aie not trans! ferable or assignable by any Lender exeeptio legal
entities controled d}r_ygm or mdirectly by, or under conmon contol swithe il bender
¢ Controlled Entity™) and provided tha such Controlled Fatity enters it an agreemsnt under

which it becomes party to and bound by this Agrecment as a Lender or as approved by the

Bower

v Crintingd Cade { rm;;:iwmc In this Section 5,17 the terms “interest”. “eriminal rate”
u(‘ seredit advanced” have the meanmes aseribed o them msectnn 347 of the Crimpad Code
{Canaday s ;zmu;du !m motme to ume The Borower and ihe osdors ageee th;xt
potwithstanding any agreement 1o the coniyary, po terest on she oredit udvangad by ihe | ;m‘ d
nnder this Agreement will be puyable i excess of that pernutied undey (e toas of Capada. 1Y
effective rate of nterest, caleulated in accordancs with generally accepted avtuarial practices ;md
principles, would exceed the ermmnal vate on the oredit adva weed, then

{ul the clements ol retien whieh fall w dhin the term “interest shall be reduced (o the
extent peoessary w elininaie stch exvess,

{hi any remining excess that has been pad will be eredited tow avds prepaviuent of
Principal; and

{¢} any overpayment that may remain after such crediting will be returned forthwith
1o the Borrower upon demand:

and. wn the event af dispuie. a Fellow of the Canadian Institute of Actanes appomicd Dy the
Lunders sholl porform the rs:?umm caloutanons and determine the reductions, modifivaions and
crudits necessary o offeet the forcgoing and the seme wall be conchustye aud binding on the
partics The Transacuon Documents shall avtomahieally be maodilied o reflowt such
i ;dxi, ations wiloot the nevessity of sy {urther actor deed of the Lendars snd the Borosarto
give elfect W them.

13 Judependent Legal Advice, Fach of the partes 1o this Agreoment acknow lzdges and
s that Fasken Mastinean DuMouhn LD b :h;isd 4% connsed only o the Borrower arad thad
sken Martineau DuMounbn TP s not protecting the vights and mieresiy of any othey party 1o
bis Agreement. The parties to this Agreement acknowledge and agree that ﬁ! i Bniu-ﬁ%u and
ashen Martineau )n’x?mﬁm PP bove green them the oppor hnsty o sech, and have
eSO mud that such parties obtag, independent legal advice with respeer w the sabjee
patter of s Agreement and the other Transaction Documents and. further, cach of the ; 1Hig
freby represents amd warrants o the Borrewer and Pasken Martineau Doy din LLP g wawh
party has sought ndependent legal sdvice or herebs waives such advice

S44 0 Furrber Aetso Each of the parties 1o s Agreement shall ot the yoqu
purty, and at the expense of the Borrower, enecite and debiver any futher documents @
acty and things as hat party muy reasopably u:qzm‘c woorder ooy ouwr the rue i
meinng of s Agreament.

1

S35 Enfire Agreement. The Transacoon Docamants consh e the entive agreumiont bhelwaen
the parties 1o this Agreement with respect 1o the subject matiey thereo! ;mgé ancisede alf prior




negotiations. proposals and agreements, whother aral or wrttten. with respeet 1w the sabicct
matter thereof. [ the event of any conther hetween any of the other Trapsaction Documents and

this Agreement, the terms of this Agrecment shadl preval

16 Natwre of this Agreement, This Agrcement i iended by e parties o supeisede and
reptaee the February Loan Agreamentin it entirety effectne fiom and aftor the date bereet and
shall take precedence over the pravisions of the Febroary Loan Agreemont citective fram the
date hereof. Notwithstanding the foregoing, the Borsower schnowledges that any advanees made
by the Lenders pror o the date hereol shall be deemed 1o constitute advances as pert of the
Principal for the purposes boreol and shall he secured by the GSA.
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N OWTTNESS WHERLOF the partes have signed, sea

chate [l written ahove,

CONTECH !:lN’l“iéLR‘E;’Ri&ii{ CINC,

F oy et

Aathord Stgsatory

fod and detivored this agreement as of the

PALT HOOPER

SADLER FARMS L1D.

Per:

Authorized Sionator

BC ADVANTAGE FUND OVOOILTD.

f!i:;n

Authorired Sigisiory

FOL HOULDINGS LTH,

Per

Authoreed Signatory

VARIANNE HOOPER

DENMAN ISLAND CHOCOLAVE LTH.

Pors

Authorizod Stamatons

NTOPATRICK HOLDINGS LD,

P

Authorisad Signastory

MINZAR HOLBINGS LTD,

Por

i - . -3 3 e ~
Authorizod Samaton




IN WITNESS WHEREOF the parties have signed, sealed and delivered this agresiment as of the

date first wrilten abq’ve(
CONTECH ENTER}’RISES INC,

By

Authorized Signatory

“ 7
. 7
¥ ) 7
I

e ,“
I AN o A

PAUL HOOPER/

SADLER FARMS L/1D.

Per:

Authorized Signatory

BC ADVANTAGE FUND (VCC) LTD.

Per:

Authorized Signatory

ECL HOLDINGS LTD.

Per:

Authorized Signatory
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? 7

™ ARIYAN’NE HOOPER

DENMAN ISLAND CHOCOLATE LTD.

Per;

Authorized Signatory

ST, PATRICK HOLDINGS LTD.

Per:

Authorized Signatory

MINZAR HOLDINGS LTD.

Per:

Authorized Signatory




A3/LB/TEL4 1ETT 0 HOI9UBLEEE THEZAPS PaGE 82/ (o0
~15-

N WITNESS ‘\VHEREOF the parties have signed, scaled and delivercd this agreement as of the
date frst written above.

CONTECH ENTERPRISES INC.

By:

Authorized Signatory

PAUL HOOPER MARIANNE HOOPER

SADLER FARMS 1‘?) DENMAN ISLAND CHOCOLATE LTID.

Per: - "’?{( Per:

Authoru* Sa atory Authorized Signatory
’k:& w—iﬁ’k

BC ADVANTAGE FUND (VCC) LTD. ST. PATRICK HOLDINGS LTD.
Per: ; Per:

Authorized Signatory Authorized Signatory
ECL HOLDINGS LTD. MINZAR HOLDINGS LTD.
Per: Per:

Authorized Signatory Authorized Signatory
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IN WITNESS WHEREOF the parties have signed, sealed and delivered this agreement as of the

date first written above,
CONTECH ENTERPRISES INC,
By:

Authorized Signatmy

PAUL HOOPER

SADLER FARMS LTD.

Per

Authorized Sigoatory

BC ADVANTAGE FUND (VCC) LTD,

Pert

Antharized Sigoatory
ECLHOLDINGS LTD.
Por:

Authorized Signatory

MARIANNE HOOPER

DENMAN ISLAND CHOCOLATE LTD.

Ve
Per: (/;,7 AN C—*’{’M)

Authorized Signatory

ST. PATRICK HOUBINGS LTD. )

“ " e i A e
( I/;’// - - /
Per Al (:..«w-‘"“’;’
N Authorized Signatory =
e

MINZAR HOLDINGS LTD.

Per:

Authorized Signatory




(N WITNESS WHERLEOF the parties have signed, scaled and de

date Tirst written above.
CONTECH ENTERPRISES INC.
2y

Authorized Signatory

PAUL HOGPER

SADLER FARMS LTD.

Per:

Aunthorized Signatory

BC Af)\i&iﬁ‘

CAG E/FU ND (VCO) LTD.

ol (: t/ Py o
Authorized Signatory

ECL HOLDINGS L'TD.

Per:

Authorized Signatory

MARIANNE HOOPER

DENMAN ISLAND CHOCOLATE LTD.

Per:

livered this agreement as of the

Authorized Signatory

ST. PATRICK HOLDINGS LTh.

Pey

Authorized Signatary

MINZAR HOLDINGS L.

gt

ers

Authorized Signatory




CONVTENTSS WHEFRD O the parties e signed

dhate (st written aborg

CONTECH ENTERPRISES InC.

B

Authoviasd Signaton

PAUL HOOPER

SADLER FARMN LT

Prors

Muthorized Signston

BUABVANTAGE FUND (VOCOY LT,

fror

vunenyed Siomon

FOL HOLDINGS 17D,

Mantfer s Sionaton

cosaid dhikd

s < s
% PPRIUE I T
Podolivend T A O I

MARIANNE HOOPER

DENMANISLAND CHOUOLATY LTH,

Por

Sithionisvd Niv

MINZAR HOLDINGS [T,

L [OOSR S A G
MUELTTOTIAUG WIDED




IN WITNESS WHEREOF the parties have signed, sealed and delivered this agreement as of the

date first writien above.

CONTECH ENTERPRISES INC.

By:

Authorized Signatory

PAUL HOOPER

SADLER FARMS LTD.

Per:

Authorized Signatory

BC ADVANTAGE FUND (VCC) LTD.

Per:

Authorized Signatory

ECL HOLDINGS LTD.

Per:

Authorized Signatory

I VARS8 GO0 HETRTERA Y

MARIANNE HOOPER

DENMAN ISLAND CHOCOLATE LTD.

Per:

Authorized Signatory

ST, PATRICK HOLDINGS LTD.

Per:

Authorized Signatory

MINZA Howra?{ LTD.

Per: UJZC,ZE) \ H«;L’,‘

Authorized Signatory




SCHEDBULE

Form ol Secured Convertible Debentury

{See attached)
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SCHEDUR VA
ACKNOWLEDGEMENT AND AGREEMENT TO B BOUND

THIS ACKNOWLEDGEMENT AND AGREEMENT s goenonthe | day
2 by of

ul
Reterenve ¢ made 1o Amended and Restated Lean Agreoment made as of the 78 dav of March,
Y014 (e “Lean Agreement’t among Coptech Fnterposes oo tibe “Corporvation™) the
Ongimal Lenders and the Addiponal L *ﬂ»‘mw Defined worms wed herem bat not delined shali
has o the meanines ascribed thoreto i the Loan Agrecment

The undersignad, hoing an Additional Lender, does herehy aahnoe
the Loan Agreoment and agrees (a3 to b bound by all of the wrms w Hitons of the Toan
Agreement and (b o honour, abude by and perfon all of the obligations u! i‘ Loan Agreoment
as 1h e undersigned had executed the | oan Agrovmentitset

WITNESSED BY: i

f% syl ) i*«wn AT t!f Sharchokler or am §wr sedd
} signotory of Sharchotden

z Name ni x’»:im X

ot

‘\ame of Si asdm u)
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APPENDIX |

APPROVAL OF SUBORDINATION OF SECURITY INTERESTS



APPROVAL
TO: Contech Enterprises Inc. (the “Company™)

RE: Subordination of security interests by the undersigned

Reference is made to the Amended and Restated Inter-Lender Agreement dated as of the 1™ day of August, 2012,
among the Company and certain lenders of the Company (the “Inter-Lender Agreement”). Capitalized terms used
but not defined herein have the meanings given in the Inter-Lender Agreement.

Approval of Subordination of Security

Pursuant to the Inter-Lender Agrecement, other than as provided therein, a Lender shall not, without Lender
Approval, release or subordinate the Security provided under the GSAs.

The undersigned hereby approve the subordination of the Security provided under the GSAs to the security held by
those lenders party to the loan agreement with the Company dated February 19%, 2014, being Sadler Farms Ltd.,
Denman Island Chocolate Ltd., Paul Hooper, Marianne Hooper and, from time to time and if applicable, certain
others.

This Approval shall be effective upon execution by those Lenders hereunder holding more than 80% of the amount
of Indebtedness outstanding as of the date hercof.

This Approval may be signed in counterpart, including by facsimile or by other electronic means, and each
counterpart when put together with such other counterparts shall be considered one and the same instrument.

Dated this k z 4l day of March, 2014.

MINZ OLDI’\IGS CHRISTMAS MOUNTAINS MFG. INC.

o \/
e i Per:

Authorized Slgnatorv

Authorized Signatory

BURMAN AND BURMAN CORP.

Per:

Authorized Signatory

0827951 B.C.LTD.

Per:

Authorized Signatory

C.: \/R EGORY AND JANET GREGORY

MARK GRAMBART

LAUREL R/%/A.\‘

SALLY HELEN ZAPLATYNSKY

FIONA FINLAYSON MANNING

JULIEN SELLGREN

JANET SHANNGN

DM VAN 249386 00033 87823191

MICHAEL BRENNER

ANDERS TREIBERG

ELISABETH TREIBERG



TO: L

RE:

% Exzerprises Ine. (the “Company™)

APPROVAL

o of security interests by the undersigned

Reference is madz @ 22d and Restated Inter-Lender Agreement dated as of the 1" day or"‘A;\ﬁgwlpst, 2012,
ameng the (< i
but not detfics

Pursuant to the [
Approval, release

The undersigned haret:
those lenders pariy to
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others.

This Approval shall be ¢
of Indebtedness cutstandiz

This Approval may be sigesd in coonterpart, including by facsimile or by other electronic means, and cach
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= o execution by those Lenders hereunder holding more thar 8§0% of the zmount
he daie hereof.

counterpart when put fogether with soch other counterparts shall be considered one and the sanie instrument.

Dated this ]ﬂ} day of March, 2014,

MINZAR HOLDINGS LTD. CHRISTMAS MOUNTAINS MFG. INC.
Per: . Per: %éw
Authorized Signatory Antliorized Signatets
BURMAN AND BURMAN CORP. 0827951 B.C. LTD.
Per: Per.
: Authorized Signatory Authorized Signatory
CARY GREGORY AND JANET GREGORY MARK GRAMBART

LAUREL RAYANI SALLY HELEN ZAPLATYNSKY
FIONA FINLAYSON MANNING MICHAEL BRENNER

JULIEN SELLGREN ANDERS TREIBERG

JANET SHANNON ELISABETH TREIBERG

DM _VANTOTE WG TT S




APPROVAL
TO: Contech Enterprises Inc. (the “Company™)

RE: Subordination of security interests by the undersigned

Reference is made to the Amended and Restated Inter-Lender Agreement dated as of the 1™ day of August, 2012,
among the Company and certain lenders of the Company (the “Inter-Lender Agreement™). Capitalized terms used
but not defined herein have the meanings given in the Inter-Lender Agreement.

Approval of Subordination of Security

Pursuant to the Inter-Lender Agreement, other than as provided therein, a Lender shall not, without Lender
Approval, release or subordinate the Security provided under the GSAs.

The undersigned hereby approve the subordination of the Security provided under the GSAs to the security held by
those lenders party to the loan agreement with the Company dated February 19", 2014, being Sadler Farms Ltd.,

Denman Island Chocolate Ltd., Paul Hooper, Marianne Hooper and, from time to time and if applicable, certain
others.

This Approval shall be effective upon execution by those Lenders hereunder holding more than 80% of the amount
of Indebtedness outstanding as of the date hereof.

This Approval may be signed in counterpart, including by facsimile or by other electronic means, and each
counterpart when put together with such other counterparts shall be considered one and the same instrument.

Dated this_['th day of March, 2014.

MINZAR HOLDINGS LTD. CHRISTMAS MOUNTAINS MFG. INC.
Per: Per:

Authorized Signatory Authorized Signatory
BURMAN AND BURMAN CORP. 0827951 B.C. LTD.
Per: AN E Y \éf/»//,“\ Per:

™~ Authorized Signatory Authorized Signatory

CARY GREGORY AND JANET GREGORY MARK GRAMBART
LAUREL RAYANI SALLY HELEN ZAPLATYNSKY
FIONA FINLAYSON MANNING MICHAEL BRENNER
JULIEN SELLGREN ANDERS TREIBERG
JANET SHANNON ELISABETH TREIBERG

DM_VAN/Z4U389 00033/8782319 |
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APPROVA

TO: Contech Enterprises Inc. (the “Company™)

RE: Subordination of security interests by the undersigned

Reference is made to the Amended and Restated Inter-Lender Agreement dated as of the 1% day of Augusi, 2012,
among the Company and certain lenders of the Company (the “Inter-Lender Agreement”). Capitalized terms used
but not defined herein have the meanings given in the Inter-Lender Agreement.

Approval of Subordination of Security

Pursuant to the Inter-Lender Agreement, other than as provided therein, a Lender shall not, without Lender
Approval, release or subordinate the Sccurity provided under the GSAs,

The undersigned hereby approve the subordination of the Security provided under the GSAs to the security held by
those lenders party to the loan agreement with the Company dated February 19%, 2014, being Sadler Farms Lid.,
Denman Island Chocolate Ltd., Paul Hooper, Mariannc Hooper and, from time to time and if applicable, certain
others.

This Approval shall be cffective upon execution by those Lenders hereunder holding more than 80% of the amount
of Indebtedness outstanding as of the date hereof.

This Approval may be signed in counterpart, including by facsimile or by other electronic means, and each
counterpart when put together with such other counterparts shall be considered one and the same instrument,

Dated this 7%4"‘; day of March, 2014.

MINZAR HOLDINGS LTD. CHRISTMAS MOUNTAINS MFG. INC.
Per: per. _
Authorized Signatory Authorized Signatory
BURMAN AND BURMAN CORP, 0827951 B.C. LTD.
Per: Per:
Authorized Signatory Authorized Signatory

Lot

CARY G/R’E(;(y(v Ayb JANET GREcy(V MARK GRAMBART
74

LAUREL RAYANI SALLY HELEN ZAPLATYNSKY
FIONA FINLAYSON MANNING MICHAEL BRENNER

JULIEN SELLGREN ANDERS TREIBERG

JANET SHANNON ELISABETH TREIBERG

DN_VYAN/249319.00032/3742319 1




APPROVAL
TO: Contech Enterprises Inc. (the “Company™)

RE: Subordination of security interests by the undersigned

Reference is made to the Amended and Restated Inter-Lender Agreement dated as of the 1* day of August, 2012,
among the Company and certain lenders of the Company (the “Inter-Lender Agreement”). Capitalized terms used
but not defined herein have the meanings given in the Inter-Lender Agreement.

Approval of Subordination of Security

Pursuant to the Inter-Lender Agreement, other than as provided therein, a Lender shall not, without Lender
Approval, release or subordinate the Security provided under the GSAs.

The undersigned hereby approve the subordination of the Security provided under the GSAs to the security held by
those lenders party to the loan agreement with the Company dated February 19™, 2014, being Sadler Farms Ltd.,
Denman Island Chocolate Ltd., Paul Hooper, Marianne Hooper and, from time to time and if applicable, certain
others.

This Approval shall be effective upon execution by those Lenders hereunder holding more than 80% of the amount
of Indebtedness outstanding as of the date hereof.

This Approval may be signed in counterpart, including by facsimile or by other electronic means, and each
counterpart when put together with such other counterparts shall be considered one and the same instrument.

Dated this ‘ﬂ%‘. day of February, 2014.

MINZAR HOLDINGS LTD, CHRISTMAS MOUNTAINS MFG. INC,

Per: Per:
Authorized Signatory

Authorized Signhatory

BURMAN AND BURMAN CORP.

Per:

Authorized Signatory

CARY GREGORY AND JANET GREGORY

LAUREL RAYANI

0827951 B.C. LTD.

Per:

Authorized Signatory

N

MARK/GRAMBART

SALLY HELEN ZAPLATYNSKY

"FIONA FINLAYSON MANNING MICHAEL BRENNER
JULIEN SELLGREN ANDERS TREIBERG
JANET SHANNON ELISABETH TREIBERG

DM_VANZ249389.00533/8782319.1
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APPROVAL
TO: Contech Baterprises Tuc, (the “Company™)
RE: - Subordingtion of security interests by the undetsigned

Reference is made to the Amended and Restated Inter-Lender Agreement dated as of the 1% day of August, 2012,
anong the Company and ceriain lenders of the Company (the “Inter-Lender Agreement”). Capitalized terms used
but not defined herein have the meanings given in the Inter-Lender Agreoment.

8 inati eru

Purstiant to the Inter-Lender Agrectuent, other than as provided therein, a Lender shall uot, without Lender

- Approval; teleuse-orsubordimte the Sevarity provided under thoGS Az~~~ e o

The undersigned hereby approve the suborditiation of the Secusity provided under the GSAs {o the security held by
those Jenders party to the loan agreement with the Company dated Pebruary 19%, 2014, being Sadler Parms Ltd,,
Drenman Island Chocolate Ltd., Paul Hooper, Marlatne Hooper and, fiorn time o time snd if spplicable, cerfain
othefs,

This Approvai shall be effective upon execution by those Lenders herewnder holding more than 80% of the amount
of Tndebtedness cutstanding as of the date hereof

This Approval may bs signed in connterpart, including by facsimile or by other elecironic mesns, and =ach
counterpart when put together with such other counterparts shall bs consldered ot and the same msteutent,

Dated this H@ day of February, 2014,

MINZAR HOLDINGS LTD, CHRISTMAS MOUNTAINS MFEQG, INC.
Pen Pers
Authorized Signatory Authorized Signatory
BURMAN AND BURMAN CORY, 0827951 B.C.LTH,
Per! Per:
Authorized Sigpatory Anthorlzed Slgnatory

CARY GREGORY AND JANET GREGORY

“@/

el

LAUREL RAYANI SAE.LY HELEN’Z/}FLWQSKY
"FIONA FINLAYSON MANNING MICHAEL BRENNER '

JULIEN SELLGREN ANDERS TREIBERG

JANET SHANNON ELISABETQ TREIBERG
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APPROVAL

TO: Contech Enterprises Inc. (the “Company™)

RE: Subordination of security interests by the undersigned

Reference is made to btheVAmendcd and Restated Inter-Lender Agreement dated as of the 1" day of August, 2012,
among the Company and certain {enders of the Company (the “Inter-Lender Agreement”). Capitalized terms used
but not defined herein have the meanings given in the Inter-Lender Agreement.

Approval of Subordination of Security

Pursuant to the Inter-Lender Agreement, other than as provided therein, a Lender shall not, without Lender
Approval, release aor subordinate the Security provided under the GSAs.

The undersigned hereby approve the subordination of the Security provided under the GSAs tfo the security held by
those lenders party to the loan agreement with the Company dated February 19, 2014, being Sadler Farms Ltd.,
Denman Island Chocolate Ltd., Paul Hooper, Marianne Hooper and, from time to time and if applicable, certain
others. .

This Approval shall be effective upon exccution by those Lenders hereunder holding more than 80% of the amount
of Indebtedness outstanding as of the date hereof,

This Approval may be signed in counterpart, including by facsimile or by other electronic means, and each
counterpart when put together with such other counterparts shall be considered one and the same instrument,

Dated this [ day of March, 2014,

MINZAR HOLDINGS LTD, CHRISTMAS MOUNTAINS MFG. INC.
Per; Pey:

Authorized Signatory Autharized Signatory
BURMAN AND BURMAN CORP, 0827951 B.C. LTD,
Per: Per:

Authorized Signatory Authorized Signatory

CARY GREGORY AND JANET GREGORY MARK GRAMBART
LAUREy( YANI - SALLY HELEN ZAPLATYNSKY
FIONAWLAYSON MANN@ MICHAEL BRENNER
JULIEN SELLGREN ANDERS TREIBERG
JANET SHANNON ELISABETH TREIBERG

DM_VAN249389 1003331223191
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APPROVAL
TO: Contech Enterprises Inc, (the “Company™)

RE: Subordination of security interests by the undersigned

Reference is made to the Amended and Reslated Inter-Lender Agreement dated as of the 1* day of August, 2012,
among the Company and certain lenders of the Company (the “Inter-Lender Agreement®), Capitalized terms ased
but not defined herein have the meanings given in the Inter-Lender Agreement,

Approval of Subordination of Security

Pursuant to the Inter-Lender Agreement, other than as provided therein, a Lender shall not, without Lender
Approval, release or subordinate the Security provided under the GSAs.

The undersigned hereby approve the subordination of the Security provided under the GSAs to the security held by
those lenders party to the Joan agreement with the Cowpany dated February 19%, 2014, being Sadler Farms Ltd.,
Denman Island Chocolate Ltd., Paul Hooper, Marianne Hooper and, from time to time and if applicable, certain
others.

This Approval shall be effective upon excention by those Lenders hereunder holding more than 80% of the amount
of Indebtedness vulstanding as of the date hereof,

This Approval may be signed in counterpart, including by facsimile or by other electronic means, and each
counterpart when put together with such other counterparts shall be considered one and the same instrument.

Dated this F’f |, day of February, 2014,

MINZAR HOLDINGS LTD. CHRISTMAS MOUNTAINS MFG. INC,

Per;

Authorized Signatory

BURMAN AND BURMAN CORP.

Per:

Per:

Authorized Signatory

0827951 B.C. LTD.

Per: .
Authorized Signatory Authorized Signatory
CARY GREGORY AND JANET GREGORY MARK/GRAMBART

LAUREL RAYANI! SALLY HELEN ZAPLATYNSKY
FIONA FINLAYSON MARNNING MICHAEL BRENNER
/ LY
AL
JOLIEN SELLGREN ANDERS TREIBERG
JANET SHANNON ELISABETH TREIBERG
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APPROVAL
T Conteeh Enterprises Inc. (the “Company™)

RE: Subordination of security interests by the undersigned

Reference is made to the Amended and Restted Inter-Lender Agreement dated as of the 19 day of Augusy, 2012,
among the Company and certain lenders of the Company {the “Inter-Lender Agrrement”). Capitalized wrms used
but not defined herein have the meanings given in the Inter-Lender Agreement,

Pursuant o the Tnter-Lender Agreement, other than as provided therein, s Lender shall mi, without Lender
Approval, release or subordinate the Sevurity provided under the GSAs,

The undersigned hereby approve the subordination of the Security provided under the GSAs (o the security held by
those lenders party to the Joan agreement with the Compuny duled February 199, 2014, being Sadler Farms Lad,
Denman Island Chocelate Lid., Panl Hooper, Marianne Hooper and, from time to tme and it applicable. certain
athers,

This Approval shall be effective upon execution by those Lenders hereunder holding more than 80% of the amount
of Indebiedness puistanding as of the date hereof.

This Approval may be signed i counterpart, including by facsimile or by other clectronic means, and each
counterpart when put together with such other counterpuris shall be considered one and the same instrument.

Dated this Mé day of March, 2014,

MINZAR HOLDINGS LUTD.

Per:

Authorized Signatory

BURMAN AND BURMAN CORP.

Per:

Authorized Signatory

CARY GREGORY AND JANET GREGORY

L.AUREL RAYAN!

FIONA FINLAYSON MANNING

JULIEN SELLGREN

JANET SHANNON

D VAN S RTINS

CHRISTMAS MOUNTAINS MFG. INC,

Per:

Authorized Signatory

0827951 B.CLTD,

Per:

Authorized Signatory

MARK GRAMBART

SALLY HELEN ZAPLATYNSKY

GRS SmrRe

FLISABETH TREIBERG



APPROVAL
TO: Contech Enterprises Inc. (the “Company™)

RE: Subordination of security interesis by the undersigned

Reference is made to the Amended and Restated Inter-Lender Agreement dated as of the 1% day of August, 2012,
among the Company and certain lenders of the Company (the “Inter-Lender Agreement”). Capitalized terms used
but not defined herein have the meanings given in the Inter-Lender Agreement.

Approval of Subordination of Security

Pursuant to the Inter-Lender Agreement, other than as provided therein, a Lender shall net, without Lender
Approval, release or subordinate the Security provided under the GSAs.

The undersigned hereby approve the subordination of the Security provided under the GSAs to the security held by
those lenders party to the loan agreement with the Company dated February 19™, 2014, being Sadler Farms Ltd.,
Denman Island Chocolate Ltd., Paul Hooper, Marianne Hooper and, from time to time and if applicable, certain
others.

This Approval shall be effective upon execution by those Lenders hereunder holding more than 80% of the amount
of Indebtedness outstanding as of the date hereof,

This Approval may be signed in counterpart, including by facsimile or by other electronic means, and each
counterpart when put together with such other counterparis shall be considered one and the same instrument.

Dated this ‘?‘“ day of March, 2014,

MINZAR HOLDINGS LTD. CHRISTMAS MOUNTAINS MFG. INC,
Per: Per:

Authorized Signatory Authorized Signatory
BURMAN AND BURMAN CORP, 0827951 B.C, LTD,
Per: Per:

Authorized Signatory Authorized Signatory

CARY GREGORY AND JANET GREGORY MARK GRAMBART
LAUREL RAYANI SALLY HELEN ZAPLATYNSKY
FIONA FINLAYSON MANNING MICHAEL BRENNER
JULIEN SELLGREN ANDERS TREIBERG

W

JANET SHANNON ELISABETH TREIBERG
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APPROVAL
TO: Contech Fnterprises Tnc. (the "Company™)

RE: Subordination of security interests by the undersigned

Reference is made fo the Amended and Restated Inter-Lender Agreement dated as of the 19 day of August, 2012,
amonyg the Comparny and certain lenders of the Company {the “Inter-Lender Agreement™), Capitalized terms used
but not defined herein have the meanings given in the Inter-Lender Agreement.

Pursuant to the Inter-Lender Agreement. other than as provided therein, o Lender shall not, without Lender
Approval, release or subordinate the Security provided under the GSAs.

The undersigned hereby approve the subordination of the Security provided under the GSAs to the secunty held by
those lenders party 1o the loan agreement with the Company duted February 19%, 2014, being Sadler Farms L.,
Denman Island Chocolate Lid., Paul Hooper, Marianne Hooper and, from time to time and if applicable, certam
vthers.

This Approval shall be effective upon execution by those Lenders hereunder holding more than 80% of the amount
of Indebtedness outstanding as of the date hergol.

This Approval may be signed in counterpart, including by facsimile or by other electronic means, and cach
counterpart when put together with such other counterparts shall be considered one and the same mstrument

2ok

Dated this [~ day of March, 2014

MINZAR HOLDINGS LT, CHRISTMAS MOUNTAINS MFG.INCL
Per: Por

Authorized Signatory Awthorized Signatory
BURMAN AND BURMAN CORP, 827951 B.CLLTD.
Por: Per

Auwthorized Signatory Authorized Signatory

CARY GREGORY AND JAKET GREGORY MARK GRAMBART
LAUREL RAVANI SALLY HELEN ZAPLATYNSKY
FIONA FINLAYSON MANNING MICHAEL BRENNER
JULIEN SELLGREN ANDERS TREIBERG

Aok (b pr s
JANET SHANNON ELISABETH TREIBERG)
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APPENDIX J

INVOICES FOR THE FEES AND DISBURSEMENTS OF THE RECEIVER AND ITS
COUNSEL



Deloitte

Contech Enterprises Inc.
115 - 19 Dallas Road
Victoria, BC V8V 5A6 Date:

Invoice No:
Client/Mandate No:
Partner:

GST Registration No:

Invoice

Deloitte Restructuring Inc.
2800 - 1055 Dunsmuir Street
4 Bentall Centre

P.O. Box 49279

Vancouver BC V7X 1P4
Canada

Tel: 604-640-3060
Fax: 604-602-1583
www.deloitte.ca

May 8, 2015
3808312
752920-1000251
H Lee

122893605

For professional services rendered for the period March 6, 2015 to May 1, 2015
in connection with our appointment as Court Appointed Receiver and Manager of
Contech Enterprises Inc. (“Contech” or the “Company”), pursuant to the
Receivership Order dated March 20, 2015. Services rendered include:

e Attending at Contech’s head office in Victoria, BC to take possession and
secure assets;

e Attending at the Delta, BC premise and Contech US premises located in
Grand Rapids, Michigan;

e Engaging independent Canadian and US counsel in connection with the
continued operations of the Company during the receivership;

e Commencing and conducting a sales process with respect to all of the
Company’s assets;

e Arranging for the Company’s bank accounts to be frozen and opening new
bank accounts under the Receiver’s name in Canada;

e Arranging for continued employment by Contech of select management and
hourly employees to assist the Receiver in the administration of the estate
and sales process;

e Taking possession of the Company’s books and records and overseeing and
managing the updating of accounting records for accounts receivable,
accounts payable and inventory;

e Establishing new business accounts with Canada Revenue Agency for GST
and source deductions;

¢ Entering into discussions and negotiations with landlords with respect to
ongoing occupation for each of the Company’s premises;

e Arranging for continued general liability and product insurance to be in
effect through to June 30, 2015 at all of the Company’s locations in Canada
and for continued insurance coverage at Contech US;

¢ Sending the Notice and Statement of Receiver required under Section
245(1) of the Bankruptcy and Insolvency Act (“BIA”);

e Sending to all registered parties under the British Columbia Personal




Contech Enterprises Inc.
May 8, 2015

Page 2

Property Security Act (“PPSA”) the Notice of Seizure and Disposition of
Collateral required under PPSA Section 59(10);

Effecting payment of wage arrears to former employees who were
automatically terminated as at the date of bankruptcy;

Discussions, correspondence and filing employee Proof of Claims with
Service Canada with respect to the Wage Earners Protection Program Act;

Ongoing collection of the Company’s pre-filing and post-filing accounts
receivable;

Entering into negotiations for finished goods inventory sales on an “as is,
where is” basis with interested parties;

Reviewing and approving receipts and disbursements on a daily basis;
Preparing, reviewing and regular updating of operational cash flow
projections;

Negotiating with major suppliers and major customers with respect to
accommodation agreements while continuing operations during the
receivership period;

Attending daily, during regular business hours, at the Company’s head

office to manage day-to-day operations along with regular attendance at the
Delta, BC site and Contech US premise in Grand Rapids, Michigan;

Consolidating all of the Company’s operations into substantially five
operating facilities — two in Canada and three in the US in an effort to
reduce cost structure, improve cash flow and improve realizations to the
estate during the receivership proceedings;

Winding down the Company’s operations in Vista, California;

Establishing and maintaining the Receiver’s website to inform creditors and
all other stakeholders of the insolvency proceeding, Court Orders, reports
and other relevant information;

Maintaining the books and records related to the receivership
administration;

Obtaining an independent legal opinion with respect to the validity and
enforceability of the Bank’s security over a trustee in bankruptcy;

Drafting and finalizing the First Report to Court of the Receiver;

Solicitation of potential interested parties as part of the Sales Process as
outlined in the First Report to Court of the Receiver;

Preparing and arranging for the non-disclosure agreements by potential
interested parties;

Preparing and circulating of an information memorandum to interested
parties;

Developing and maintaining an electronic data room for interested parties
to conduct their due diligence;

Preparation of an information package as outlined in the First Report to
Court of the Receiver;

Negotiation and finalization of the Purchase and Sale Agreement (“PSA”)




Contech Enterprises Inc.
May 8, 2015
Page 3

between Scotts Canada Ltd. (“Scotts”) and the Receiver dated April 15,
2015;

¢ Continued negotiations with other interested parties regarding excluded
assets not included in the PSA; and

e Attendance and filing of a Notice of Application to Court seeking approval
on Scotts PSA and a vesting order regarding Scotts Purchase Assets, as
outlined in the First Report to Court of the Receiver.

Professional Fees $433,162.00
Less discount provided (86,632.40)
346,529.60
Disbursements 13,840.97
360,370.57
GST @ 5% 18,018.53
Amount payable $378,389.10
Schedule of Hours by Professional
Name Level Hours Fee
$
Huey Lee Partner 84.2 72,412.00
Tim Morahan Manager 230.8 126,940.00
Allison Burton Senior 298.9 116,571.00
Chris Nolan Senior 293.1 114,309.00
Administration 19.7 2,930.00
Gross Fee 926.7 433,162.00
Discount (86,632.40)
Net Fee 346,529.60
Average hourly rate 373.94




Deloitte

Remittance information

Electronic Funds Transfer Information:

The Bank of Nova Scotia,
Business Service Centre, 20 Queen Street West, 4th Floor, Toronto, Ontario M5H 3R3

To pay invoices in CAD$ To pay invoices in USD$
CAD Account USD Account
Transit-Institution #: 47696-002 Transit-Institution #: 47696-002
Account#: 1590219 Account#: 1363514
Swift code: NOSCCATT ABAH#: 026002532

Please send electronic payment notifications
to receivablesdebiteurs@deloitte.ca and reference the invoice number listed.

We encourage our clients to pay by Electronic Funds Transfer, however, when paying by
cheque please mail your payment to:

CAD Payments USD Payments
Deloitte Management Services LP Deloitte Management Services LP
c/o T04567C c/o T04567U
PO Box 4567, STN A PO Box 4567, STN A
Toronto, ON M5W 0J1 Toronto, ON M5W 0J1

We also accept payment by online bill payment (select either Deloitte LLP or Deloitte S.E.N.C.R.L./s.r.l. through your
financial institution and quote the first 6 digits of your client number).



Deloitte

Contech Enterprises Inc.
115 - 19 Dallas Road
Victoria, BC V8V 5A6 Date:

Invoice No:
Client/Mandate No:
Partner:

GST Registration No:

Invoice

Deloitte Restructuring Inc.
2800 - 1055 Dunsmuir Street
4 Bentall Centre

P.O. Box 49279

Vancouver BC V7X 1P4
Canada

Tel: 604-640-3060
Fax: 604-602-1583
www.deloitte.ca

July 9, 2015
3867837
752920-1000251
H Lee

122893605

For professional services rendered for the period May 2, 2015 to July 3, 2015 in
connection with our appointment as Court Appointed Receiver and Manager of
Contech Enterprises Inc. (“Contech” or the “Company”), pursuant to the
Receivership Order dated March 20, 2015. Services rendered include:

e Regular attendance at the Company’s head office to manage day-to-day
operations along with attendance at the Delta, British Columbia site and
Contech US premise in Grand Rapids, Michigan;

e Ongoing collection of the Company’s pre-filing and post-filing accounts
receivable;

e Negotiating finished goods inventory sales on an “as is, where is” basis
with interested parties;

e Reviewing and approving receipts and disbursements on a daily basis;

e Preparing, reviewing and regularly updating the operational cash flow
projections and Statement of Estimated Realizations;

e Establishing and maintaining the Receiver’s website to inform creditors and
all other stakeholders of the insolvency proceeding, Court Orders, reports
and other relevant information;

e Maintaining the books and records related to the receivership
administration;

¢ Continue engagement of independent Canadian and US counsel in
connection with the continued operations of the Company during the
receivership;

o Assisting Scotts Canada Ltd. (“Scotts”) with the transition of assets
acquired in the Purchase and Sale Agreement between Scotts Canada Ltd.
(““Scotts PSA”) and the Receiver dated April 15, 2015;

e Downsizing the remaining operations of the Company as a result of the
Scotts PSA,

e Assisting Scott’s with assets transferred under the Scotts PSA which was
withheld by a creditor;

o Continued assistance of Scotts on the transition of business operations
acquired in the Scotts Transaction;




Contech Enterprises Inc.
July 9, 2015

Page 2

Solicitation of potential interested parties as part of the Sales Process for the
“Frame-It-All” business line of the Company as outlined in the Second
Report to Court of the Receiver;

Negotiation and finalization of the sale of the inventory and intellectual
property of the “Frame-It-All” business line of the Company, pursuant to
two purchase and sale agreements dated May 12, 2015 to VegHerb, LLC.
(“VegHerb PSA”);

Assisting VegHerb with the transition of assets acquired in the VegHerb
PSA;

Administration of the employee Proof of Claims with Service Canada with
respect to the Wage Earners Protection Program Act;

Drafting and finalizing the Second and Third Report to Court of the
Receiver;

Administering an interim distribution to HSBC, First West Credit Union
Ltd. (“First West”) and Business Development Bank of Canada (“BDC”);

Solicitation of potential interested parties as part of the Sales Process for the
“True-Dose” product line of the Company as outlined in the Third Report to
Court of the Receiver;

Negotiation and finalization of the sale of the inventory and intellectual
property of the “True-Dose” product line of the Company, as outlined in the
Third Report to Court of the Receiver;

Assisting Lifes 2 Good Limited with the transition of “True-Dose” product
line, as outlined in the Third Report to Court of the Receiver;

Analysis of a the priority rankings and the potential distribution to
subordinate secured creditors, as outlined in the Third Report to Court of
the Receiver;

Preparation and filing of Fiscal 2014 Corporate Tax Return and Scientific
Research and Experimental Development Tax Claim; and

Various discussions with stakeholders.

Professional Fees $314,179.50

Less discount provided (62,835.90)
251,343.60

Disbursements 26,274.10
277,617.70

GST @ 5% 13,880.89

Amount payable $291,498.59




Contech Enterprises Inc.

July 9, 2015

Page 3

Schedule of Hours by Professional

Name Level Hours Fee

$
Huey Lee Partner 47.2 40,592.00
Paul Chambers Senior Manager 7.3 4,927.50
Tim Morahan Manager 110.1 60,555.00
Allison Burton Senior 221.2 86,268.00
Chris Nolan Senior 214.8 83,772.00
Tax 79.0 33,075.00
Administration 33.3 4,990.00
Gross Fee 712.9 314,179.50
Discount (62,835.90)
Net Fee 251,343.60
Average hourly rate 352.57




BSLG

Borden Ladner Gervais

Deloitte Restructuring Inc.
2800 - 1055 Dunsmuir Street
Vancouver, BC V7X 1P4

Attention: Huey Lee
Senior Vice President

Borden Ladner Gervais LLP
Lawyers | Palent & Trade-mark Agents

Y 1200 Waterfronl Centre
DE'OmE Restructurlng |I'IG. 200 Burrard St, P.O, Box 48500

Vancouver, BC, Canada V7X 172
T604,687.5744 F 604.687.1415
APR 21 20% 741

Date Received
April 13,2015
Invoice # 697207647

Page 1

File No: 560836/000001

Re: Contech Enterprises Inc.

PROFESSIONAL SERVICES rendered to March 31, 2015 in connection with the above matter as
described in the attached.

Fees o $ 7.754.00
Disbursements and Other Charges - 85.30
GST on Fees and Taxable Disbursements and Other Charges 391.97
PST on Fees and Taxable Disbursements and Other Charges 545.93
Total this Invoice : S 8,777.20

TH[S ISOUR ACCOUNT - E. & O.E.

BORDEN LADNER GERVAIS LLP

Kendall Anders n
W

PAYABLE ON RECEIPT
INTEREST AT THE RATE OF 12.0% PER ANNUM MAY BE CHARGED ON ACCOUNTS WHJCH ARE OVERDUE

GST/HST REGISTRATION # R869096974RT0005



. Borden Ladner Gervais LLP
B l G Lawyers | Patent & Trade-mark Agents
1200 Waterfront Centre

Vancouver, BC, Canada V7X 172
T 604.687.5744 F604.587.1415

blg.com
Deloitte Restructuring Inc.
2800 - 1055 Dunsmuir Street
Vancouver, BC V7X 1P4 _ ‘ : May 7, 2015
Attention: Huey Lee ' Invoice # 697216352
Semnior Vice President Page 1
Re: Contech Enterprises Inc. File No: 560836/000001

PROFESSIONAL SERVICES rendered to April 30, 2015 in connection with the above matter as described
in the attached.

Fees - § 36,750.00
Disbursements and Other Charges 730.90
GST on Fees and Taxable Disbursements and Other Charges 1,874.04
PST on Fees and Taxable Disbursements and Other Charges 2,572.50
Tatal this Invoice ‘ $ 41,927.44

THIS IS OUR ACCOUNT - E, & O.E.

BORDEN LADNER GERVAIS LLP

{ Kendall And sen

PAYABLE ONRECEIPT
INTEREST AT THE RATE OF 12.0% PER ANNUM MAY BE CHARGED ON ACCQUNTS WHICH ARE OVERDUE

GST/HST REGISTRATION # R869096974RT0005



Borden Ladner Gervais LLP
B l G ) Lawyers | Patent & Trade-mark Agents
: ) 1200 Waterfront Centre

Borden Ladner Gervais 200 Burrard St, P.QO. Box 48600
Vancouver, BC, Canada V7IX1T2
T604.687.56744 F 604.687.1415

blg.com
Deloitte Restructuring Ine.
2800 - 1055 Dunsmuir Street
Vancouver, BC V7X 174 June 4, 2015
Attention: Huey Lee Invoice # 697224623
Senior Vice President Page |

Re: Contech Enterprises Inc. File No: 560836/000001

PROFESSIONAL SERVICES rendered to May 31, 2015 in connection with the above matter as described
in the attached.

Fees ' ' $ 24.275.00

. Disbursements and Other Charges . 801.50
GST on Fees and Taxable Disbursements and Other Charges 1,249.82
PST on Fees and Taxable Disbursements and Other Charges 1,699.25
Total this Invoice , $ 28,025.57

THIS IS OUR ACCOUNT - E. & O.E.

BORDEN LADHER GERVAIS LLP

o

qu: Kendall Andets

‘ .- PAYABLE ON RECEIPT
INTEREST AT THE RATE OF 12.0% PER ANNUM MAY BE CHARGED ON ACCOUNTS WHICH ARE OVERDUE

GST/HST REGISTRATION # R869096974RT0005



APPENDIX K

STATEMENT OF RECEIPTS AND DISBURSEMENTS FOR THE PERIOD MARCH 6
TO JULY 9, 2015

IN THE MATTER OF THE RECEIVERSHIP OF
CONTECH ENTERPRISES INC.

Receiver's Statement of Receipts and Disbursements
For the Period of March 6, 2015 to July 9, 2015
(Canadian Funds)

Receipts
Sales Proceeds % 4,880,724
Accounts Receivables 3,509,455
Funds held in trust 480
PST collected 196
Interest income 156
GST/HST collected 140
Total Receipts % 8,391,151
Disbursements
Interim distribution to secured creditors % (3,099,875)
Receiver's fees (637,088)
Advances to Contech US (507,538)
Contractor costs (471,301)
Freight (237,426)
Cost of goods sold (121,648)
Rent (100,461)
Legal fees (85,584)
Utilities (76,187)
GST/HST paid (45,129)
GST/HST remittances (37,690)
Insurance (20,654)
Bank charges (4,889)
PST remittances (1,847)
Filing fees paid to OR (700
Total Disbursements % (5,458,289)

Net Receipts % 2,932,862




APPENDIX L

NOTICES OF INDEBTEDNESS AND SUBORDINATION



NOTICE OF INDEBTEDNESS AND SUBORDINATION AND POSTPONEMENT

To: Laurel Rayani (the “Existing Lender”)

From: Contech Enterprises Inc. (the “Corporation”)

TAKE NOTICE that the Corporation has been offered and has agreed to accept a loan in the
principal amount of up to approximately $3,000,000 (or such additional amount as approved by
Lender Approval (as that term is defined in the loan agreement dated February 19, 2014 among
the Corporation and Sadler Farms Ltd., Denman Island Chocolate Ltd., Paul Hooper, Marianne
Hooper and certain others (the “New Lenders”))) from the New Lenders, such loan to be
secured by a general security agreement against all assets of the Corporation and to rank in
priority to and require the postponement of the secured interests of the Existing Lender and
certain others, and such subordination and postponment requires the acknowledgement and
consent of the Existing Lender.

DATED the 6® day of March, 2014,

CONTLECH EN RISES INC.
Per: -

Authdrized Sfgnatory

ACKNOWLEDGEMENT AND CONSENT

The Existing Lender acknowledges receipt of this Notice of Indebtedness and Subordination and
Postponement and consents to: (i) the creation and issue by the Corporation to the New Lenders
of the security interest to rank in priority to the security interest of the Exisiting Lender, (ii) the
postponement of the security interest of the Existing Lender to the security interest of the New
Lenders, and (iii) the incurring by the Corporation of the indebtedness secured thereby.

Sign Below:

[Pl

Print Nang Here:
Laurel Rayani

DM VAN/249389.00033/8782910.1



NOTICE OF INDEBTEDNESS AND SUBORDINATION AND POSTPONEMENT

To: Minzar Holdings Ltd {the “Eyxisting Lender”)
From: Contech Enterprises Inc. (the “Corporation™)

TAKE NOTICE that the Corporation has been offered and has agreed to accept a loan in the
principal amount of up to approximately $3,000,000 (or such additional amount as approved by
Lender Approval (as that term is defined in the loan agreement dated February 19, 2014 among
the Corporation and Sadler Farms Ltd., Denman Island Chocolate Ltd., Paul Hooper, Marianne
Hooper and certain others (the “New Lenders”))) from the New Lenders, such loan to be
secured by a general security agreement against all assets of the Corporation and to rank in
priority to and require the postponement of the secured interests of the Bxisting Lender and
certain others, and such subordination and postponment requires the acknowledgement and
consent of the Existing Lender.

DATED the 6™ day of March, 2014.

CONTECH ENTERPRISES INC.
Per:

Authidrized Signatovy

ACENOWLEDGEMENT AND CONSENT

The Existing Lender acknowledges receipt of this Notice of Indebtedness and Subordination and
Postponement and consents to: (i) the creation and issue by the Corporation to the New Lenders
of the security interest to rank in priority to the security interest of the Exisiting Lender, (ii) the
postponement of the security interest of the Existing Lender to the security interest of the New
Lenders, and (iii) the incurring by the Corporation of the indebtedness secured thereby.

DATED the _+ day of March, 2014

Sign Below:

: [ﬂ?& Cé%zji>
Print Name Here: /f

Rasool Rayani

DM_VAN/249389.00033/8782910.1
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NOTICE OF INDEBTEDNESS AND SUBORDINATION AND POSTPONEMENT

To: Burman and Burman Corp. (the “Existing Lender™)

From: Contech Enterprises Inc. (the “Corporation”)

TAKE NOTICE that the Corporation has been offered and has agreed to accept a loan in the
principal amount of up to approximately $3,000,000 (or such additional amount as approved by
Lender Approval (as that term is defined in the loan agreement dated February 19, 2014 among
the Corporation and Sadler Farms Ltd., Denman Island Chocolate Ltd., Paul Hooper, Marianne
Hooper and certain others (the “New Lenders™))) from the New Lenders, such loan to be
secured by a general security agreement against all assets of the Corporation and to rank in
priority to and require the postponement of the secured interests of the Existing Lender and
certain others, and such subordination and postponment requires the acknowledgement and
consent of the Existing Lender.

DATED the 6" day of March, 2014.

CONTECH ENTERERISES

Authorize Slgna‘;éy

ACKNOWLEDGEMENT AND CONSENT

The Existing Lender acknowledges receipt of this Notice of Indebtedness and Subordination and
Postponement and consents to: (i) the creation and issue by the Corporation to the New Lenders
of the security interest to rank in priority to the security interest of the Exisiting Lender, (ii) the
postponement of the security interest of the Existing Lender to the security interest of the New
Lenders, and (iii) the incurring by the Corporation of the indebtedness secured thereby.

DATED the % day of March, 2014,

Sign Below:

Print Name Here: Carol Burman

DM_VAN/249389.00033/8782910.1



NOTICE OF INDEBTEDNESS AND SUBORDINATION AND POSTPONEMIENT

To: <VJIU L }iO/A M{i’)‘m\/\ (the “Existing Lender”)
From: Contech Enterprises Ine, (the “Corpomtion”)

TAKE NOTICE that the Corporation has been offered and has agreed to acéept a loan in the
principal amount of up to approximately $3,000,000 (or such additional amount as approved by
Lender Approval (as that termn is defined in the-loan agreement dated February 19, 2014 among
the Corporation and Sadler Farms Ltd., Denman Island Chocolale Ltd., Paul Hooper, Marianne
Hooper and cerlain others (the “New Lenders™))) from the New Lenders, such loan to be
secured by a general security agreement against all assets of the Cotporation and fo rank in
priority to and require the postponement of the secured interests of the Existing Lender and
certain others, and such subordination and postponment requires the acknowledgement and
consent of the Existing Lender,

DATED the 19" day of February, 2014.

CONTECH ENTERPRISES INC,
L Z /’)

Per; ’
Awtlorized Siguatory

ACKNOWLEDGEMENT AND CONSENT

The Existing Lender acknowledges receipt of this Notice of Indebtedness and Subordination and
Postponement and consents to: (i) the creation and issue by the Corporation to the New Lenders
of the security interest to rank in priority to the security interest of the Exisiting Lender, (ii) the
postponement of the security interest of the Existing Lender to the security interest of the New
Lenders, and (iii} the incuring by the Corporation of the indebtedness secured thereby.

DATED the 2\ day of February, 2014.

Sign?elow:
L.—t’k' ’LJ', -t ’ ,\--\“\
Print Name Here:

Tulten SQ\\3T€ N

DM_VAN/249389.00033/8782910,1



NOTICE OF INDEBTEDNESS AND SUBORDINATION AND POSTPONEMENT

“To: Clhiosp fETH Ren2ed (the “Existing Lender™)

From: Contech Enterprises lnc. (the “Corporation™)

TAKE NOTICE that the Corporation has been offered and has agreed to accept a loan n the
principal amount of up to approximately $3,000,000 (or such additional amount as approved
by Lender Approval (as that term is defined in the loan agreement dated February 19, 2014
among the Corporation and Sadler Farms Lid., Denman Island Chocolate Lid., Paul Hooper,
Marianne Hooper and certain others (the “New Lenders”))) from the New Lenders, such loan
to be secured by a general security agreement against all assets of the Corporation and to rank
in priority to and require the postponement of the secured interests of the Existing Lender and
certain others, and such subordination and postponment requires the acknowledgement and
consent of the Existing Lender.

DATED the 6% day of March, 2014,

CONTECH ENTERPRISES

Per:

77
Autiuﬁz"@d Signatory

ACKNOWLEDGEMENT AND CONSENT

The Existing Lender acknowledges receipt of this Notice of Indebtedness and Subordination and
Postponement and consents to; (i) the creation and issue by the Corporation to the New Lenders
of the security interest to rank in priority to the security interest of the Exisiting Lender, (i) the
posiponement of the security interest of the Existing Lender 1o the security interest of the New
Lenders, and (iif) the incurring by the Corporation of the indebtedness secured thereby.

- @

71
DATED the {z day of March, 2014,

Sign Below:

CLENRL T e
Print Name Here:

DM_ VANIZ49389.0003387829 M1t



NOTICE OF INDEBTEDNESS AND SUBORDINATION AND POSTPONEMENT

To: A ADERS | 5\ Bt (the “Existing Lender™)

From: Contech Enterprises Tnc. (the “Corporation™)

TAKE NOTICE that the Corporation has been offercd and has agreed to accept a loan in the
principal amount of up to approximately $3,000,000 (or such additional amount as approved
by Lender Approval (as that term is defined in the loan agreement dated February 19, 2014
among the Corporation and Sadler Farms Lid., Denman Island Chocolate Ltd., Paul Hooper,
Marianne Hooper and certain others (the “New Lenders™))) from the New Lenders, such loan
to be secured by a general security agreement against all assets of the Corporation and to rank
in priority to and require the postponement of the secured interests of the Existing Leader and
cerfain others, and such subordination and postponment requires the acknowledgement and
consent of the Existing Lender.

DATED the 6" day of March, 2014,

CONTECH ENTE

Per:

Authoyéed Signatory

ACKNOWLEDGEMENT AND CONSENT

The Existing Lender acknowledges receipt of this Notice of Indebtedness and Subordination and
Postponement and consents to: (i) the creation and issue by the Corporation to the New Lenders
of the security interest to rank in priority to the securiry interest of the Exisiting Lender, (ii) the
postponement of the sécurity interest of the Existing Lender to the security interest of the New
Lenders, and (iii) the incurring by the Corporation of the indebiedness secured thercby.

DATED the & _ day of March, 2014,

Sign Below:,.

Prirt Name Here:

3 e — . .
PA eSS PSS A, (s ;

DM VAN 2R D03 RT 0 |



NOTICE OF INDEBTEDNESS AND SUBORDINATION AND POSTPONEMENT

To: M(}i'\f lé émlM\Om’ + (the “Existing Lender”)

From: Contech Enterprises Inc. (the “Corporation”)

TAKE NOTICE that the Corporation has been offered and has agreed to accept a loan in the
principal amount of up to approximately $3,000,000 (or such additional amount as approved by
Lender Approval (as that term is defined in the loan agreement dated February 19, 2014 among
the Corporation and Sadler Farms Ltd., Denman Island Chocolate Ltd., Paul Hooper, Marianne
Hooper and certain others (the “New Lenders™))) from the New Lenders, such loan to be
secured by a general security agreement against all assets of the Corporation and to rank in
priority to and require the postponement of the secured interests of the Existing Lender and

certain others, and such subordination and postponment requires the acknowledgement and
consent of the Existing Lender.

DATED the 19" day of February, 2014,

CONTECH ENTERPRISES INC.

o

AuthBrized S'f/gnatory

ACKNOWLEDGEMENT AND CONSENT

The Existing Lender acknowledges receipt of this Notice of Indebtedness and Subordination and
consents to the creation and issue by the Corporation to the New Lenders of the security interest
to rank in priority to the security interest of the Exisiting Lender, the postponement of the
security interest of the Existing Lender to the security interest of the New Lenders, and to the
incurring by the Corporation of the indebtedness secured thereby.

DATED the :L_l day of February, 2014.

Sign Below:

Print Ndme Here: [Tarle Grmnboae

DM_VAN/249389.00033/8782910.1



NOTICE OF INDEBTEDNESS AND SUBORDINATION AND POSTPONEMENT

To: ijA ()_'L ? L/%(n nea (the “Existing Lender”)

From: Confech Enterprises Inc, (the “Corporation”)

TAKE NOTICE that the Corporation has been offered and has agreed to accept a loan in the
principal amount of up to approximately $3,000,000 (or such additional amount as approved by
Lender Approval (as that term is defined in the loan agreement dated February 19, 2014 among
the Corporation and Sadler Farms Ltd., Denman island Chocolate Ltd., Paul Hooper, Marianne
Hooper and ceitain others (the “New Lenders™)) from the New Lenders, such loan to be
gsecured by a general security agreement against all assets of the Corporation and to rank in .
priority to and require the postponement of the secured interests of the Existing Lender and
ceriain others, and such subordination and postponment requires the acknowledgement and
consent of the Existing Lender, :

DATED the 6™ day of March, 2014.

CONTECH ENTERPRISES INC.
Per: 2

Aurtfiopized Signat&-y———/

ACKNOWLEDGEMENT AND CONSENT

The Existing Lender acknowledges receipt of this Notice of Indebtedness and Subordination and
Postponement and consents to: (i) the creation and issue by the Corporation to the New Lenders
of the security interest to rank in priority to the security interest of the Exisiting Lender, (ii) the
postponement of the security interest of the Existing Lender to the security interest of the New
Lenders, and (ili) the incurring by the Corporation of the indebtedness secured thereby.

DATED the 7 day of March, 2014.

Sign Below:

P%ﬁ Name Here:

T SHANA

DM_VAN/249389.00033/8782510.1



APPENDIX M

CORRESPONDENCE BETWEEN CARY GREGORY AND OTHERS



5/28/2015 ’ Gmail - FW: Contech discussion

FW: Contech discussion

- o

From:
Sent: Friday, March 07, 2014 5:20 PM
To:
Subject: FW: Contech discussion

Fvl. Best, |

From: cary Gregory (maito: |

Sent: March 5, 2014 11:08 AM
To: NG
Cc: I

Subject: Re: Contech discussion
d |
Thanks for taking the time to consider this and | really appreciate your support.

This all looks like it makes sense. The dollars may fluctuate a few thousand in either direction with actual
March amounts and exchange rates, but | think this does it.

Did | mention that a large drink is in order?

https://mail.google.com/mail/w/0/?ui=28&ik=de78fb64 11 &view=pt&search=inbox&msg=14d98eccd1987fa98&simi=14d98eccd1987fad . 1/4



5/28/2015 Gmail - FW: Contech discussion
Thanks for all of your and Jim's effort as well.

Best,

Cary

Cary Gregory

CONFIDENTIALITY NOTICE: This transmission is intended only for the addressee shown above. It may
contain information that is privileged, confidential, or otherwise protected from disclosure. If you are not the
intended recipient, please do not read, copy, or use it, and do not disclose it to others. Please notify the sender
of the delivery emor by replying to this message and then delete it from your system. Thank you.

On Mar 3, 2014, at 7:45 PM, — wrote:

Hi Cary,

Thanks for your call last week and proposal with respect to Contech’s reorganization. We very
much appreciate your cooperation to get Contech back on a solid financial footing.

. and | have discussed your proposal and we are supportive of the following:

https://mail .google.com/mail/w/0/ui=2&ik=de78h64118&view=pt&search=inbox&msg=14d98eccd 1987fa9&siml=14d98eccd1987fa8

2/4



5/28/2015

Gmail - FW: Contech discussion

1. Conversion of $445K of your subordinated debentures plus the 4% payment and any
interest into equity at the conversion price of $0.08.

2. Repayment of the remaining $325K over a 30 month period (with no additional interest
payable).

3.  Advantage will waive postponement and subordination elements of its agreement on the
$325K in debtin 2. above.

Please let me know if you are in agreement. Thanks again for your support.

With best regards, -

From: Cary Gregory [mailto:
Sent: February 25, 2014 10:06 AM

To: I

Subject: Contech discussion

Hello Gents,

As follow-up to- and my chat this morning, here is a quick recap of what we discussed.
For reference purposes, | currently have roughly $770K in loans to the company.

In trying to find a mutually agreeable solution to convert to a meaningful equity position, | have
proposed the following:

« Take $325-$350K in payments over a 30 month period

o Allows me to recoup some cash while not over burdening the company
» Take the remaining balance and any interest and convert to equity

o | would forgo the 4% payment and convert that as well

| think this creates as good a situation as can be had and alsc supports our collective intent of
steering the company through prudent fiscal conduct.

With that being said, | would ask that you consider waiving the postponement and subordination

https://mail.google.com/mail/u/0/?ui=28ik=de78fb6411&view=pt&search=inbox&msg=14d98eccd 1987fad&siml= 14d98eccd 1987fa9 3/4



5/28/2015 Gmail - FW: Contech discussion
elements of your agreement on what would be the remaining cash balance of the $330-$350K.

This is important to me and | truly appreciate your support. | think we all need a big dose of
alcohol once this is behind us!

Thanks and please let me know if you would like to get on the phone to discuss.

Best,

Cary

Cary Gregory

CONFIDENTIALITY NOTICE: This transmission is intended only for the addressee shown above.
It may contain information that is privileged, confidential, or otherwise protected from disclosure. if
you are not the intended recipient, please do not read, copy, or use it, and do not disclose it to
others. Please notify the sender of the delivery error by replying to this message and then delete it
from your system. Thank you.

https://mail.google.com/mailil/0/7ui=28&ik=de78{b6411&view=pt&search=inbox&msg=14d98eccd1987fa9&siml=14d98eccd1987fad 4/4
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