































































































































































































































































































































































































































































































































































































NO. xx

ESTATE NO. 11-2441158

NELSON REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA
IN BANKRUPTCY AND INSOLVENCY
IN THE MATTER OF THE BANKRUPTCY AND INSOLVENCY ACT,
R.S.C. 1985, C. B-3, AS AMENDED
AND
IN THE MATTER OF THE PROPOSAL OF

TWIN RIVER ESTATES LTD.

AMENDED PROPOSAL TO CREDITORS
November 22, 2018

FILED PURSUANT TO THE
BANKRUPTCY AND INSOLVENCY ACT,
R.S.C. 1985, c. B-3, AS AMENDED

Twin River Estates Ltd. hereby submits the following proposal to creditors, as amended at the

first meeting of creditors on November 22, 2018 pursuant to the Bankrupley and Insalvency Act,
R.S.C. 19885, c. B-3, as amended:

ARTICLE 1
DEFINITIONS

In this Proposal, capitalized terms shall have the meanings set out in the Bankruptcy and

insolvency Act, R.S5.C. 1985, ¢. B-3 as amended, save and except for the terms and definitions
set out below:

(@
(b)

(c)

{d)

(e)

“Act” means the Bankrupley and Insalvency Acl, R.S.C. 1985, ¢. B-3, as amended:

*Administrative Fees and Expenses’ maans the proper fees and expenses of
the Proposal Trustee including its legal fees and disbursements;

*Amended Articles” means the nolice of articles substantially in the form attached
hereto as Schedule “A”, and articles of incorporation in a form acceplable to the
Purchaser materially in the form attached to the Purchase Agreement, to effect the
reorganization of the Debtor in accordance with Article 10 of this Proposal.

“Canada Pension Plan" means the Canada Pansion Plan, R.S.C. 1885, ¢ C-8, as
amended;

*Glalm” means collectively, each of the following:
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(h)
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(k)

®

(m)
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(I}  any right or claim of any Person against the Debtor, that may be made in
whole or In part against the Debtor or any praperty or assets of the Deblor,
whether or not asserted, In connection with any indebtedness, liabllity or
obligation of any kind, which indebtedness, liabllity or obligalion is in
existence at the Proposal Date or which is

(A)  based on an event, act or omission which occurred in whole or in
part prior lo the Proposal Date, or

(B)  with respect to any agreements of the Debtor that have been
disclaimed, repudiated or terminated after the Proposal Date,
based on such disclaimer, repudialion or termination,

whether or not reduced to judgment, liquidated, unliquidated, fixed,
contingent, matured, unmatured, disputed, undisputed, legal, equitable,
secured, unsecured, present, future, known, unknown, by guarantee, by
surety or atherwise and whether or not such a right is executory in nature,
including, without limitation, the right or ability of any Person to advance a
claim directly or which indirectly may result in a claim for contribution or
indemnity ar otherwise being made against the Debtor with respect to any
matter, action, cause or chose in action, whether existing at present or
commenced in future based in whole or in part on facts which exist prior
to or at the Proposal Date or, with respect to any agreements of the
Debtor, that have been disclaimed, repudiated or terminaled after the
Proposal Date, based in whole or in pari on facts which exist prior to or at
the time of such disclaimer, repudiation or termination;

*Claims Bar Date" has the meaning given to it in Article 6.1;

"Court” means the Supreme Courl of British Columbla in bankruptcy and
insolvency and shall have such extended meaning as is set out in Section 2 of the
Act;

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

“Court Approval Date” means the date on which the Court finally and conclusively
approves this Propasal;

*Debtor” means Twin River Estates Lid.;

“Effective Date” means the date on which all conditions precedent to this Proposal
have been satisfied,

“Employment [nsurance Act’ means the Employment insurance Act, S.C. 1996,
c. 23

“Existing Shares” means all shares of any class or series issued by the Debtor
outstanding as at the Effective Date prior to the issuance of the New Shares.
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*Income Tax Act” means the Income Tax Act, R.S.C. 1985, c. 1 (5th Supp), as
amended;

“KSCU" means Kaotenay Savings Credit Union;

*KSCU Claim" means the Claim of KSCU secured by, inter alia, a real property
mortgage registered September 19, 2007 belween Kootenay Savings Credit Union
and the Debtor and registered against the lands held by the Debtor;

“Lien" means, with respect to any interest in property of the Deblor, any morigage,
lien, pledge, charge, security interest, or encumbrance of any kind whatsocever,
under, affecling such interest in property;

*New Shares” means 100 common shares in the capital stock of the Debtor to be
issued lo KS Properly Management Inc. in accordance with the Purchase
Agreement and Article 10 of this Proposal;

“Notice of Final Dividend™ means the notice made pursuani to Section 149 of the
Act to be sent by the Proposal Trustee to all known Persons having a Claim that
have not yet filed a Proof of Claim with the Trustee, advising such Creditors that if
their Claims are not proven within a period of 30 days after the sending of the
notice, the Proposal Trustee will proceed to declare a dividend or final dividend
without regard to that Creditor’s Claim;

"Person” means any individual, parinership, joint venture, trust, corporation,
unincorporated organization, govemment, or any agency or instrumentality
thereof, or any other entity howsoever designated or constituted;

“Preferred Creditors” means Creditors with Proven Unsecured Claims which are
required by the Act to be paid in priority to all other Claims under a proposal by a
debtor (but only in respect and to the exient of such Proven Unsecured Claims)
and including, without limitation:

() Employees and former employees of the Debtor, not to include
independent commissioned sales agents or contractors, for amounts equal
{o the amounts that they would be qualified to receive under paragraph
136(1)(d) of the Acl on the Bankruplcy Date, as well as wages, salaries,
commissions or compensation for services rendered after thal date and
before the Court appraval of the Proposal, togsther with, in the case of
fravelling salespersons, disbursements properly incurred by those
salespersons in and about the Debtor’s businesses during the same period;

(ii) Her Majestly in Right of Canada or a Province for all amounts that were
outstanding at the Proposal Date and are of a kind that could be subject {o
a demand under,

{A)  subsection 224(1.2) of the Income Tax Act;

(BY  any provisions of the Canada Pension Plan or of the Employment
Insurance Act that refers to subsection 224(1.2) of the Income Tax
Act and provides for collection of a contribution, as defined In the
Canada Penslon Plan, or an employee's premium, or employer's
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{w)

(x)

v

(z)
(aa)

(bb)

{cc)

(dd)

4.

premium, as defined in the Employment Insurance Act, and of any
related interest, penalties or other amounts; or

(C)  any provision of provincial legislation that has a similar purpose to
subsection 224(1.2) of the Income Tax Act, or that refers to that
subsection, to the extent that it provides for the coliection of a sum,

and of any related interest, penalties or other amounts, where lhe
sum;

()  has been withheld or deducted by a person from a payment
to another person and is in respect of a tax similar in nature

to the income tax imposed on individuals under the Income
Tax Act; or

(i)  is of the same nature as a contribution under the Canada
Pension Plan if the province is a “province providing a
comprehensive pension plan” as defined in subsection 3(1)
of the Canada Pension Plan and the provincial legislation
establishes a "provincial pension plan® as defined in that
subsection;

"Preferred Claims" means the Claims of the Preferred Creditors;

“Proof of Claim" shall mean the proof of claim or proof of securily, as applicable,
required by the Act to be mailed to each known Creditor prior to the Creditors’
Meeting;

“Proposal” means this Amended Proposal daled Novermber 22, 2018 made
pursuant la the Act, as furlher amended or supplemented from lime to time;

"Proposal Approval Order” means the Order of the Courl approving this
Proposal, in form and substance satisfactory to the Proposal Trustee and the
Purchaser;

"Proposal Fund” has the meaning given fo it in Article 4.1;
"Proposal Trustee” means G. Moroso & Assaciates Inc.;

“Proposed Assessed Value™ means, in accordance with Section 50.1 of the Act,
for each Secured Creditor, the amount set out on Schedule *B" hereto beside such
Secured Craditor's name, being the amount determined by the Proposal Trustee
to represent the expected recovery from the assets of the Debtor by the Secured
Creditor if the assets of the Deblor had been liquidated in the bankruptcy as of the

date of this Proposal, or as otherwise determined by the Court in accordance with
Section 50.1(4) of the Act;

“Proven Claim™ means the amount of the Claim of any Creditor finally determined
in accordance with the provislons of the Act;

*Proven Secured Clalm” of a Secured Creditor means the amount of the Claim of
such Secured Creditor finally determined in accardance with the provisions of the
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Act, being the lesser of (i) the amount of the Proven Claim of such Secured
Credilor; or {ii) the Proposed Assessed Value of such Secured Creditor;

{ee) “Proven Unsecured Claim" of an Unsecured Creditor means the amount of the
Claim of such Unsecured Creditor finally determined in accordance with the
provisions of the Act and for a Secured Creditor means the amount if any by which
the Proven Claim of such Secured Credilor exceads the Proposed Assessed Value
of such Securad Creditor, and for certainty, excludes all Unaffected Claims;

{f) “Purchaser” means KS Property Management Inc.;

{og) ‘Purchase Agreement” means the agreemen! between Twin River Estates Lid.
and the Purchaser dated November 6, 2018;

(hh) “Purchase Price” has the meaning given o it in Article 3.2;

(iy "Secured Creditor” means any person or persons holding a valid morigage,
hypothec, pledge, charge, lien or privilege on or agains! any property of any person
or persons as security for a Claim or a person whose Clalm is based upon, or
secured by a negotiable instrument held as coliateral security upon which the
Debtor is only indirectly or secondarily liable, but excluding Secured Creditors with
respect {o their Proven Unsecured Claim (if any);

(i) “Secured Creditor Claims™ means the Claims of the Secured Creditors; and

(kk) “Superintendent's Levy” means the levy exigible on certaln amounts distributed

by the Proposal Trustee under this Proposal in accordance with Section 147 of the
Act;

(i) *Trustee" means G. Moroso & Associates Inc. in ils capacity as Trusise acting in
re the Proposal of the Debtor;

(mm) “"Unsecured Creditors” means the Creditors who are not Secured Creditors but
includes Secured Creditors with respect to their Proven Unsecured Claim (if any).

1.2 Articles of Reference

The terms “hereof”, *hereunder”, “herein” and similar expressions refer to the Proposal and not
lo any pariicular article, seclion, subsection, clause or paragraph of the Proposal and include
any agreements supplemental hereto. In the Proposal, a reference to an arlicle, seclion,
subsection, clause or paragraph will, unless otherwise stated, refer to an article, section,
subsection, clause or paragraph of the Proposal.

1.3  Interpretation Not Affected by Headings

The division of the Proposal into arlicles, sections, subsections, clauses or paragraphs and the
insertion of headings are for convenlence of reference only and will nat affect the construction or
interpratalion of this Proposal.

1.4  Date for Any Action

LEGAL"46822701.8



189

-6-

In the event that any date on which any action is required to be taken hereunder is not a

business day, such action will be required to be taken on the next succeeding day thatis a
business day.

1.5 Time

All times expressed herein are local time in Vancouver, British Columbia, Canada unless
otherwise stipulated, Where the time for anything pursuant to the Proposal on a particular date
Is unspecified the time shall be deemed fo be 5:00 pm local time in Vancouver, British
Columbia, Canada.

1.6 Numbers

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

1.7  Currency

Unless otherwise stated herein, all references to cumrency in the Proposal are to lawful money of
Canada.

1.8  Statutory References

Excepl as otherwise provided herein, any reference in the Proposal (o a stalute includes all
regulations made thereunder, all amendments to such statute or regulation(s) in force from time

to time, and any stalute or regulation that supplements or supersedes such statule or
regulation(s).

1.8  Successar and Assigns

The Proposal wili be binding on and will enure to the benefit of the heirs, administrators,

executors, legal personal represeniatives, successors and assigns of any Person named or
referred to In the Proposal.

ARTICLE 2
GENERAL INTENT

24  Purpose of Proposal
The purpose of thls Proposal is to:

(a) effect a compromise of the Claims of the Credilors of the Deblor in accordance
with the Act; and

(b) facllitate the investment in the Debtor by the Purchaser and the restructuring of
the capilal of the Debtor, including the cancellation of the Existing Shares, the
adoplion of the Articles of Amendment and the issuance of the New Shares.

in the expectation that all Creditors will derive a greater benefit from a Proposal to Creditors
than would result from the liquidation of the Debtor's assets.
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2,2  Overview of Proposal

(a) This Proposal provides for the compromise of the Ciaims of the Creditors of the
Debtor and the restrucluring of the capilal of the Debtor, including the
cancellation of the Existing Sharas and the issuance of the New Shares.

()] It shall be a terrn of the Proposal Approval Order that ihe articles of the Deblor be
amended and all other necessary steps {aken {o provide for the filing of the
Amended Articles, the cancellation of the Existing Shares and of all rights related
to them, the issuance of the New Shares, all on the Effective Date.

(c) Following the cancellation of the Existing Shares and the issuance of the New
Shares, the Debtor will be wholly owned by the Purchaser.

2.3 Person Affected

This Proposal will, as of the Effeclive Date, be binding on the Debtor and on all Creditors,
including the Crown, to whom this Proposal is made.

ARTICLE 3
PURCHASE OF SHARES AND RELATED MATTERS

3.4  Pursuant to the Purchase Agreement, the Purchaser has agreed fo subscribe for and
purchase the New Shares for the Purchase Price, which will, upon the granting of the
Proposal Approval Order and the closing of the transactions contemplaled in the
Purchase Agreement, constitule 100% of the issued and outstanding shares in the

capltal of the Debtor and the Existing Shares will be cancelled in accordance with this
Proposal,

3.2 The tota! consideration payable by the Purchaser for the purchase of the New Shares
{the “Purchase Price”) will be $1,500,000, which will be salisfiad as follows:

(a) the Purchaser making a payment of $150,000.00 to the Proposal Trustee {the
“Proposal Fund®); and

{b)  the balance of the Purchase Price by KSCU providing a credit against the KSCU

Claim as againsl the Debtar, which credit shall be in the amount of the balance of
the Purchase Price.

For greater certainly, in no circumstances shall the aggregate of the amounts under
Articles 3.2(a) to (b) above exceed the Purchase Price.

ARTICLE 4
THE PROPOSAL FUND

4.1  The Proposal Trustee shall establish a segregated, interest bearing trust account to hold
the Proposal Fund, All amounts comprising the Proposal Fund shall be delivered to the
Proposal Trustee, and shall be held by the Proposal Trustee, in trust, pending
distribution to Creditors.
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ARTICLE S
CLASSIFICATION AND TREATMENT OF CREDITORS

51 Securad Creditors

Each Secured Creditar shall forgo any distribution in relation (o its Secured Claim from the
Proposal Fund. Notwithstanding the forgolng, KSCU shall be entitled to apply all or a portion of
its Proven Secured Clalm towards the Purchase Price under the Purchase Agreement, provided
however that to the extent KSCU also has a Proven Unsecured Claim, KSCU shall walve ils
sight to a distribution under this Proposal.

5.2 Classes of Creditors

For the purposes of voling on the Proposal, the Creditors of the Debtors shall be comprised of
two classes, as follows:

(a)  Secured Creditors; and
(b) Unsecured Creditors.
5.3  Preferred Creditors

The Proven Unsecured Claims of the Preferred Credilors are to be paid by the Debtors in full in

priority to ali other Proven Unsecured Claims in accordance with the scheme of distribution set
forth in the Act.

5.4 Unsecured Creditors

The Proven Unsecured Claims will be satisfied in accordance with Article 12 herein.
5.5  Different Capacities

Persons who are affected by this Proposal may be affecled in more than ane capacily. Unless
exprassly provided herein to the contrary, a Person is entitled to participate hereunder in each
such capacity. Any aclion taken by a Person in one capacity will not affect such Person in any
other capacity, unless expressly agreed by the Person in writing or unless its Claims overlap or
are otherwise duplicative,

ARTICLE 6
PROCEDURE FOR VALIDATING OF CLAIMS

6.1  Filing of Proofs of Claim

In arder to vole on, or to receive a distribution under, the Proposal, each Secured Creditor and
each Unsecured Credilor shall file a Proof of Claim in accordance with the Act and as instructed
in the Proposal Trustee's mailing to the Creditors with respect to the Proposal.

However, to be eligible to receive a distribution in accordance with Article 12.2 herein, Creditors
must have filed a Proof of Claim such that it is actually received by the Proposal Trustee in
accardance with the Act and by no ater than the date on which the Proposal Trustee delivess
the Notice of Final Dividend {the “Claims Bar Date").

Creditors that fail to file thelr Proof of Cialm with the Proposal Trustee before 5:00 p.m.
PST on the Claims Bar Date will not be eligible for participation in the proposed

distribution from the Proposal Fund and thelr Claims will ba forever barred ag against the
Debtor.

LEGAL*46822701.8

191



192

6.2  Valuing Claims

Upon receipt of a completed Proof of Claim, the Proposal Trustee shall examine the Proof of
Claim and shall dea! with each claim in accordance with the provisions of the Act. The
procedure for valuing Claims of Secured Creditors and the Unsecured Credilors and resolving
disputes with respect to such Claims will be as set forth In the Act and in this Proposal, The
Proposal Trustee reserves the right lo seek the assistance of the Court in valuing the Claim of
any Secured Creditor or any Unsecured Creditor, if required, to ascertaln the result of any vole
on the Proposal or the amount payable or to be distributed to such Secured Creditor or such
Unsecured Creditor under the Proposal, as the case may be.

6.3 Set Off
The law of set-off shall be applied to all Claims.

ARTICLE 7
MEETING OF CREDITORS

7.4 Creditors' Meeting

The Proposal Trustee shall hald a meeling of the Secured Creditors and the Unsecured

Creditors in order for the Secured Creditors and the Unsecured Creditors to consider and vole
upon the Proposal.

7.2 Time and Place of Meeting

Unless olherwise ordered by the Courl, the meeting of the Secured Creditors and the
Unsecurad Creditors shall be held at a time and place to be established by the Official Receiver,

or the nominee thereof, and confirmed in the Proposal Trustee's notice of meeting to be malled
pursuant to the Act.

7.3  Conduct of Meeting

The Official Receiver or the nominee thereof, shall preside as the chair of the meeling of the
Creditors and will decide all matters relating lo the conducl of the meeling. The only Persons
entitled to atlend the meeting of Creditors are those Persons, including the holders of proxies,
entitled to vole at the meeting, and their respective legal counsel, if any, and the officers,
directors, auditors and legal counsel of the Debtor, together with such representatives of the
Proposal Trustee as the Proposal Trustee may appoint in its discretion, and such scrutineers as
may be duly appointed by the chair of such meeting. Any cther Persan may be admitted on
invitation of the chalr of the meeting only.

7.4  Adjournment of Meetings

Meetings of the Creditors may be adjourned in accordance with Section 52 of the Act.

7.5  Voting by Creditors

To the extent provided for herein, each Secured Creditor and each Unsecured Creditor will be

entitled to vole to the extent of the amount that is equal to their respective Proven Secured
Claim and Proven Unsecured Claim,
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7.6  Approval by Creditors

In order that the Proposal be binding on all of the Secured Creditors and the Unsecured
Credilors of the Debtors In accordance with the Act, it must first be accepted by the Proven
Sacured Creditors and the Proven Unsecured Creditors by a majorily in number of each of the
Proven Secured Creditors and the Proven Unsecured Creditors who actually vote upon the
Proposal (in person or by proxy or by voting letter) at the meeting of Creditars, rapresenting two-
thirds in value of the Proven Secured Claims of the Proven Secured Creditors and the Proven
Unsecured Claims of the Proven Unsecured Creditors who actually vote upon the Proposal (in
person or by proxy or by voting letter) at the meeting of Creditors.

7.7  Appointment of Inspectors

Al the meeling of Creditors, the Creditors may appoint up lo five Inspector(s) whose powers will
be limited to:

(a) advising the Proposal Trustee concerning any dispute which may arise as to the
validity of Claims, and

(b)  advising the Proposal Trustee from time to time with respect to any other matter
that the Proposal Trustee may refer to them.

Any decision, direction or act of the Inspector(s) may be referred to the Court by the Proposal
Trustee and the Court may confirm, reverse or modify the decision, direclion or act and make
such order as it thinks just.

The authority and term of office of the Inspector(s) will terminate upon the discharge of the
Proposal Trustee or such earlier time if the inspector resigns by nolifying the Proposal Truslee
of such resignation in writing.

ARTICLE 8
PAYMENT OF ADMINISTRATION FEES AND EXPENSES

8.1  Payment of Administrative Fees and Expenses for this Proposal shall be paid under the
terms of this Proposal from the Proposal Fund.

ARTICLE 9
CONDITIONS PRECEDENT

8.1  The perforrance of this Proposal by the Debtor shall be conditional upon the fulfillment
or satisfaction of the following conditions:

(a}  the receipt by the Proposal Trustee of the Proposal Fund;

(b) the acceptance of this Proposal by the Secured Creditars and the Unsscured
Creditors;

(c) all conditions precedent under the Puschase Agreement hava been satisfied or
walved and the parties thereto have confirmed that they are prepared to close
the transactions under the Purchase Agreement;

{d) the Proposed Assessed Values have not been revised by the Courl or otherwise,
ather than on terms acceptable lo the Purchaser; and
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(e}  the Proposal Appraval Order being pranounced and entered and not having been
appealed, set aside, varied or stayed.

ARTICLE 10
REORGANIZATION

The Proposal Approval Order in addition to autherizing this Proposal (including the
annulment of the Dabtlor’s bankruptey), shall authorize and approve the filing of the
Amended Articles on the Effecltive Date and provide for, among other things:

{a) the cancellation of the Existing Shares without repayment of capital and without
being exchanged for any shares in the Debtoar;

(b}  permilting the issuance of the New Shares to the Purchaser; and
{c) authorizing the filing of the Amended Arlicles.

ARTICLE 11
EVENTS OF DEFAULT

The non-fuifiliment or satisfaction of any conditions precedent in Article 9 shali constitute

a default under the Proposal for the purposes of Seclion 62.1 of the Act and otherwise
under this Proposal,

In the event that this Proposal shall be annulled, any costs of this Proposal and the
Proposal Trustee shall be paid out of the bankrupley estate of the Debtor in priority to all
other unsecured claims against the Debitor.

ARTICLE 12
PROPQOSAL TO CREDITORS

The amount to be paid to the Creditors on account of their Proven Claims shall be as set
ou! In this section. The Creditors shall accept the amounts set out herein in full satisfaction
of their Claim and the Creditors shall have no other recourse to any other property of the
Debtor or against the Debtor otherwise. For greater certainty, this Praposal does not
compromise or otherwise affect a Creditor's claim against a third party, including without
limitation a guarantor, indemnitor, and covenantor of the obligations of the Debtor.

The Proposal Trustee will remit payments (less the pro rata poriion of the total amount of
the Superintendent's Levy required by the Act to be paid In respect of such payments) to
the Creditors in the following manner and order of priority:

{a) The Proven Secured Claims waive their right lo a distribution from the Proposal
Fund in accordance with the provisions of Arlicle 5.1 of this Proposal;

(b) The Proposal Fund will be distributed in the following order of priority:
iy  First, to the Adminisirative Fees and Expenses;

(i) Second, to the Proven Unsecured Claims of the Preferred Creditors,
without interest, to be paid in full in accordance with the provisions of Article
5.3 of this Proposal. The Proven Unsecured Claims under subsection
224(1.2) of the Income Tax Act or similar act and leglslation will be paid
within six (6) months after the Court Approval Date; and
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(ii)  Third, pro rata to the remaining Unsecured Creditors, having Proven
Unsecured Claims, up the amount necessary to satisfy ali such remaining
Unsecured Creditor Claims in full, but without interast.

ARTICLE 13
APPLICATION OF SECTIONS 95-101 OF THE ACT

Seclions 95 ta 101 of the Act and any provincial statule relating to preference,
settlement, fraudulent conveyance or the like shall not apply to any dealings by the
Dsbtor during the period prior ta the Proposal Dale.

ARTICLE 14
PROPOSAL TRUSTEE

G. Moroso & Assaciales Inc., corporale frustee, and not in its personal capacity, shall be
the Proposal Trustee under this Proposal and all monies payable under thls Proposal
shall be paid over lo the Proposal Trustee who shall make payment of all distributions in
accordance with the tems of this Proposal.

Any payments made by the Proposal Trustee to Creditors hereunder shall be made by the
Proposal Trustee pet of any levies payable or due under the Act.

The Proposal Trustee Is acting in its capacily as Proposal Trustee and not inits personal
capacity and no officer, direclor, employee or agent of the Proposal Trustee shall incur
any obligations or liabilities in cannection with this Proposal or in respect of the husiness
activities or liabllities of the Debtor.

The Proposal Trustee, in such capacity, shall have no liability whalsoever for the Claims
arising before, on or after the Bankruptcy Dale.

ARTICLE 15
FULL PERFORMANCE OF PROFOSAL

All obligations of the Debtor under this Proposal will commence as of the Effective Date,
at which time the transactions under the Purchase Agreement will be closed. This

Proposal will be fully performed upon full payment to the Proposal Trustee of the Proposal
Fund.

When the Proposal has been fully performed, the Proposat Trustee will issue to the Debtor
angd the Official Recelver the Certificate of Full Performance as provided for in Section
65.3 of the Acl

During the currency of this Proposal and until the Certificate of Full Parformance referred
to in Arlicle 15.2 is issued by the Proposal Trustee, the Deblor shall not merge,
amalgamate, rollover or otherwise change or reorganize ils corporate structure, without
the approval of the Inspectors, unless the new or successor entity agrees to be bound by
all terms and conditions of this Proposal.

Upon the issuance of the Certificate of Full Performance:

(a) all Liens shall be terminated, null and void, and be of no effect; and
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{b) all Persons shall be deemed to have waived any and all defaults of the Debtor then
existing or previously committed by the Debtor or caused by the Debtor, directly or
indirectly, or non-compliance with any covenant, positive or negative, pledge,
warranty, representation, term, provislon, condilion or obligation, express of
implied, in any contract, credit document, purchase arder, agreement for sale,
lease or other agreement, written or oral, and any and all amendments or
supplements thereto, existing between such Person and the Deblor arising from
the filing by the Deblor of a notice of inlention to make a proposal under the Act,
the filing of this Proposal, or the transactions contemplated by this Proposal.

The provisions of this Proposal will be binding on the Creditors of the Deblor and their
respective heirs, executors, administrators, successors and assigns.

ARTICLE 16
AMENDMENT OF PROPOSAL

The Trustee may at any and ali meelings of the Creditors and at any time and from time
to time, vary, amend, modify or supplement this Proposal.

If there are any variations, amendments, modifications or supplements to the Proposal
made at or prior to the final meeting of the Creditors held to consider the Proposal which
the Proposal Trustee determines are for the general benefit of the Creditors, the Proposal
Trustee shall be enlitied to approve such variations, amendments, modifications or
supplements by exercising all voting rights its receives from Creditors who have voled in
favour of the Proposal and by counting all "yes" votes and “no” votes which have not, to
the time the variations, amendments, modifications or supplements are made, been
changed, as "yas” voles and “no” votes for the amended or supplemental Proposal.

[Signature page follows)

LEGAL46822701.8
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DATED at the City of Coquitlam in the Province of British Columbia this 22™ day of November,
2018,

TWIN RIVER ESTATES LTD.

Name: Don Drysdale, D!reélor and President

LEGAL"46822701.8
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SCHEDULE “A" s
NOTICE OF ARTICLES

See attached.

LEGAL"46822701.8
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BR.rﬂSH 1. Ministry of Finance Z NOTICE OF ALTERATION
5+ COLUMBIA  comoreaapenora 3. FORM 11-BC COMPANY
Property Registiies
Section 257 (4) Businass Corporations Act
ww.fingov.he.calregistries

Telephane: 250 356 - 8626

Freadom of Information and Protectlon of Privacy Act (FIPPA)

The persanal Information requested on this form is mada avakable to the

pubkc under tha avtharity of the Business Corporations Act. Questions about
DO NOT MAIL THIS FORM to the Corporats and Personal mﬁﬁ'ﬁiﬁif’ u?apmgh mﬂﬁm ge‘&mu& a
Property Reglistries unless you are instructad to do eo 250 356-1198, PO Box 8431 St Prov Gowt, Vidorda BC VEW SV3.
by registry staff. The Regulation under the Business
Corporations Act requires this form lo be filed on
the intemet at www.corparataantine.gov.be.ca

A. INCORPORATION NUMBER OF COMPANY
BC0765755

8. NAME OF COMPANY
Twin River Estates Ltd.

C. ALTERATIONS TO THE NOTICE OF ARTICLES
Please indicate what information on the Nolice of Articles is to be altered or added

[ Gompany name ] Date of a Resolution or Court Order

applies to speclal rights or restrictions onl
[ A transtation of company name (app p g v)

D Pra-existing Company Provisions 'Z{ Authorized Share Structure
D. ALTERATION EFFECTIVE DATE - Choose one of the following:

]

The alteralion is to take effect at the time that this nolice is filed with the registrar.

[C1  The atteration Is to take effect at 12:01 a.m. Pacific Time on
being a dale that is not mare than ten days afler the date of the filing of this notice.

[]  The alteration Is to take effect at 1 a.m. or £ p.m. Pacific Time on
being a dale and time that is not more than ten days after the date of the filing of this nofice.

LEGAL°46822701.8



200

-17 -
E. CHANGE OF COMPANY NAME
The company Is to change its name from
to (choose one of the following):
D . This name
has been reserved for the company under name resesvation number or

E] a name crealed by adding *B.C. Ltd.® after the incorporation number of the company.

F. TRANSLATION OF COMPANY NAME

Set oul every new translation of the company name, or set out any change or deletion of an existing translation
of the company name to be used oulslde of Canada.

Additions: Set out avery new translation of the company name thal the company Inlends to use outslde of Canada.

Changes: Change the foliowing translation{s) of the company name:
PREVIOUS TRANSLATION OF THE COMPANY NAME NEW TRANSLATION OF THE COMPANY NAME

Deletions: Remove the [ollowing translation(s) of the campany name:

G, PRE-EXISTING COMPANY PROVISIONS (refer 1o Part 17 and Table 3 of the ééguiatlun under the Businass Comorations Acl

Complete this item only if the company has resolved that none of the Pre-existing Company Provisions are lo
apply lo this company.

O The company has resolved that the Pre-existing Company Provisions are no longer lo apply to this
_ company.
H. AUTHORIZED SHARE STRUCTURE

Sel oul the dale of each resalution or court order altering special rights or restrictions atlached lo a class or
serles of shares.

YYYYIMM/DD

(<

LEGAL®46822701 8
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Set out the new auvthorized share structure
Maximumn number of
shavas of this class or Are thera spedial dghts or
series of shares thal the Kind of shares of this class restrictlons altached to
company Is authorized to or sedes of sharas ths shares of this dass or
issue, orindicata thers Is sefies of shares?
no maxmum aumber
. MAKXHMUM NUMBER OF
Idenlifying name of ciass PAR VALUE OR WITHOUT
SHARES AUTHORIZED OR TYPE OF CURRENCY YES/NG
or sarfas of shares NO MAXIMUM NUMBER PAR VALUE
no maximum .
Common number without par value nla {no)
. CERTIFIED CORRECT - | have read this form and found It to be coirect.
NAME OF AUTHORIZED SIGNING AUTHORITY | SIGNATURE OF AUTHORIZED SIGNING DATE SIGNED
FOR THE COMPANY AUTHORITY FOR THE COMPANY YYYYMWOD
X

LEGAL"46822701.8
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SCHEDULE “B”
PROPOSED ASSESSED VALUES

Secured Creditor Proposed Assessead Value
KSCU $1,350,000
All Secured Credilors other than KSCU : $0.00

LEGAL"46822701.8
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PURCHASE AGREEMENT
THIS AGREEMENT is dated for reference as of Novembar 7, 2018,

BETWEEN:

KS PROPERTY MANAGEMENT INC., a company incorporated under the
laws of the Pravince of British Columbia

(“Purchaser”)
AND:
TWIN RIVER ESTATES LTD., a company incorporated under the laws of
the Province of British Columbia
{"Vendor”)
WHEREAS:
A Twin River is parly to certain credit agreements and security with Kootenay Savings Credit
Union ("KCSU").
B. Twin River has defaulted on its obligations to KSCU.
C. The Purchaser is related 1o KSCU; and
D. The Vendor desires to sell and the Purchaser desires to purchase, the New Twin River

Shares (as defined herein) such that it owns all equity in Twin River, upon the terms and
subject to the conditions contained in this Agreemenl.

NOW THEREFORE THIS AGREEMENT WITNESSES thal in consideration of, and in

reliance on, the premises, the reprasentations, warranlies, covenants and agreements set forth
in this Agreement, the parties hereby agree as follows:

1.1

ARTICLE 1
INTERPRETATION

Interpratation
In this Agreement, unless otherwise provided:

(a) "Agreement” means this purchase agreement, together with any amendments to
or replacements of this purchase agreement;

{b) “Amended Articles of Incorporation” mean the amended articles of incorporation
to be filed In relation to Twin River pursuant to the provision of this Agreement and
the Proposal, in a form materially similar to those attached as Scheduls B;

{c) ‘“"Applicable Laws" means any applicable federal, provincial, state, municipal and
local laws, statutes, ordinances, by-faws, regulations and orders, directives and
decisions, approvals of all governmental autherities or administrative or regulatory
agency related to, or having jurisdiction over Twin River and the Business, as may
be in effect from time to time;
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“Approval Order” means an order of tha Court, approving the terms of the
Proposal, unamended, and all steps necessary to cary out the transaclions
contemplated in the Proposal and hareln, including, inter afia, the cancellation of
the Existing Twin River Shares, the filing of the Notice of Alteratlion and Amended
Articles of Incorporation, and the issuance of the New Twin River Shares;

*BIA” means the Bankruplcy and Insalvency Act (Canada), as amended from lime
to time, and every statute that may be substituted therefor, and in the case of any
such amendment or substitution, any reference in this Agreement to the BIA will
be read as referring to the amended or substituted provislons therefor,

“BtA Procesdings™ means the proceedings commenced in the Court in relation to
Twin River and in which the Proposal has or will be filed;

“Books and Racords" means books and records of Twin River relating to the
Business and the assets of the Business, including financial, corporale, operations
and sales books, records, books of account, sales and purchase records, lists of
suppliers and customers, formufae, business reports, plans and projections, and
all other documents, surveys, plans, files, records, assessments, correspondence,
and other data and information, financial or otherwise including all data,
information and databases stored on computer-related or other electronic media,
and "Books and Records® will include the advice and files of lawyers and
accountants specifically relating to the Business and the assets of the Business,
whether subject to privilege or not, but will not Include any advice and files of
lawyers and accountants relaling to the BIA Proceedings or the transactions
contemplated In this Agreement;

“Business” means the real estale development business operated by Twin River,
and now operated by the Vendor;

“‘Business Day” means any day, other than a Saturday or a Sunday, on which the
chartered banks in Vancouver, British Columbla, Canada, are open for business;

*Closing” means tha closing of the purchase of the New Twin River Shares in the
manner cantemplated in this Agreement and subject lo the terms and conditions
set out in this Agreement;

"Closing Date™ means thal date which is three Business Days following the
granting of the Approval Order, unless extended by the Purchaser, in its sole
discrelion, until all time periods i which the Approval Order could be appealed
have expired, or such other dale as the Purchaser and the Vendor may agree
upon;

*Court” means the Supreme Courl of British Columbla in bankruptcy and
insolvency:;

“Creditors” has the meaning set out in Saction 4.1(b)(i);

“Encumbrance” means any encumbrance, lien, clalm, charge, hypothec, pledge,
mortgage, title ralenlion agreement, securily interest of any nature, adverse claim,
exceptlion, reservation, easement, right of occupation, any malter capable of
registralion against litfe, oplion, right of pre-emption, privilege or any contract to
create any of the foragoing;
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“Existing Twin River Shares” means all issued and outstanding shares of any
class in the capltal stock of Twin River and “Existing Twin River Share” means
any one of them;

*GAAP” means those accounting principles which are recognized as being
generally accapled in Canada from time to time as set forth in the Handbook
published by The Canadian Insiitute of Chartered Accountants (as revised from
time to time);

*KSCU" has the meaning sel forth in Recital A;

“NMaterial Advarse Effect” means any change, effect, event or occurrence arising
after the date of this Agreement that, individually or In the aggregate is, or would
reasonably be expected to bhe, materially adverse to the financial position,
Business, or assels of Twin River, but will exclude any Material Adverse Effect
arising out of; {i) any adverse change, effect or circumstance relating generally to
financial markets or general economic conditions, including any currency
flucluations; (i} any adverse change, affect or circumstance relating to conditions
generally affecting the industry In which the Business operates, and not affecting
the Business in a materially disproportionate marniner; (iii) any adverse change,
effect or circumstance resulting from an aclion required or permitted by this
Agreement; (iv) any adverse change, effect or circumstance caused by the
announcemeant or pendency of this Agreement or the transactions contemplated
by this Agreement; or {v) the existence of the BIA Proceedings;

“New Twin River Shares” means 100 common shares in the capital slock of Twin
River {o be issued to the Purchaser pursuant to this Agreement and the Proposal
in consideration of the payment of the Purchase Price, and "New Twin River
Share” means any one of them;

*Notice of Alteration” means the nolice of alteration to be filed with the British
Columbia Registrar of Companies in relation fo Twin River pursuant to the

provision of this Agreement and the Proposal, in 2 form materially similar to those
altached as Schedule A;

*Twin Rives” has the meaning set out in the preamble to this Agreement;

“Person” means any individual, corporation, partnership, lrustee, trust or
unincorporated association, jolnl venture, syndicale, sole proprietorship, exscutor,
administrator, or other legal represenlatives, regulatory body, or agency,

government, governmental agency, authority or entity, however designated or
constituted;

*Personal Information” means Information about an identifiable individual created
or collected by the Vendor or Twin River, in the course of conducting the Business,
including information aboul an individual created or collected by the Vendor or
Twin River for purposes reasonably required to establish, manage or terminate an
employment relationship between the Vandor or Twin River and that individual, but
not including Information to enable an individual to be contacted at a place of
business or informalion prepared or collected by an individual or group of
individuals as part of the individual's or group's responsibilities or activitles related
to the individual's or graup’s employment or business;
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*Property” means all of the assets of Twin River, including, without jimitation, all
real and personal property of Twin River;

*Proposal® means a proposal to the creditors of Twin River pursuant {o the BIA,
pursuant to which all of the obligations of Credilors are compromised on terms
acceplable to the Purchaser in its sole discretion;

"Proposal Trustee” means G. Morosa & Associates Inc., in its capacily as trustee
under the Proposal;

*Purchase Price” has the meaning set out in Section 2.2;
“Purchaser” has the meaning sel oul in the preamble to this Agreement;

*Tax" or “Taxes" means all federal, provincial, slate municipal, foreign and other
taxas {Including, without limitation, iIncome taxes, sales taxes, excise {axes, value
added taxes, capital taxes, property taxes, and production, severance and similar
taxes and assessmenis) and includes all penalties, interest and fines with respect
therelo;

“Transferae” has the meaning Section 7.4;
“Vendor” has the meaning set out in the preamble to this Agreement;

Any words defined elsewhere In this Agreement will have the particular meaning
ascribed therelo;

Words (including defined terms) using or imporiing the singular number include the
plural and vice versa and words importing one gender only will include ali genders
and words imporling persons in this Agreement will include individuals,
partnerships, corporations and any other entifles, legal or otherwise;

The headings used in this Agreemenl are for ease of reference only and will not
affect the meaning or the interpretation of this Agreement;

All accounting terms not defined in this Agreement will have the meanings
generally ascribed to them under GAAP; and

Unless otherwise specified, all references to the symbol “$” are to lawful money of
Canada.

1.2 Knowledge

The phrase "to the best of the knowledge” of a Person and similar phrases, when used in
this Agreement, mean the actual knowledge of the Person, or any of the directors and officers of
that Person, as the case may be, afler making due enquiry concerning the factual matter in

question.

1.3  Schedules

The following schedules attached to this Agreement will form par of this Agreement:

Schedule A Notice of Alteration
Schedule B Amended Arlicles of incorporation
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ARTICLE 2
AGREEMENT TO PURCHASE SHARES AND DISCHARGE LOANS

2.1 Closing of Purchase for New Twin River Sharss

Upon the terms and subject to the conditions se! forth in this Agreement, the Approval
Order, and the Proposal, on the Closing Date the Purchaser agrees to subscribe for and purchase,
and the Vendor cause the Issuance to the Purchaser of, the New Twin River Shares (after such
New Twin River Shares will have been duly issued pursuant {o the Proposal) for the Purchase
Price, which will, upon the granting of the Approval Order and the closing of the fransaclions
contemplated hereunder, constitute 100% of the issued and outstanding sharas in the capital of
Twin River and the Existing Twin River Sharas will be cancelled in accordance with the Proposal.

2.2  Purchase Price

The purchase price for the New Twin River Shares (the “Purchase Price”) will be
%$1,450,000, which will be satisfled as folows:

(a) the Purchaser making a payment, by solicitor's {rust cheque, cerlified chequs,
bank drafi, or wire transfer, of $100,000.00 to the Proposal Truslee; and

{b) the balance of the Purchase Price by KSCU providing a partial release of the
secured indebtedness owing to it by Twin River.

For greater certainly, in no circumstances shall the aggregate of (a) and (b} above excead
the Purchase Price,

23  Paymaent of Purchase Price

At the Closing, the Purchaser will deliver fo the Vendor the Purchase Price as set oul in
Section 2.2, as payment in full for the New Twin River Shares.

24  Share Certificates

At the Closing, the Vendor will deliver or cause to be delivered to the Purchaser share
certificates representing the New Twin River Shares.

25  Use of Purchase Price

The proceeds of the purchase and sale of the New Twin River Shares will be used by the
Vendor to fund the Proposal.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES

3.1 Representations and Warranties of the Vendor
The Vendor represents and warrants o the Purchaser as of the dale hereof, as follows:

(@) Incorporation and Existence — it is duly incomporated or organized and validly
existing under the laws of the jurisdiction of incorporation or organization;

{b) Corporate Power — subject to the granting of the Approval Order, it has the
nacessary power, capacity, right and authorily to enter inte and deliver this
Agreement and the documents required for the Closing to which it is a party and
ta perform its obligations thereunder; and
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Authorization - subject to the granting of the Approval Order, all action on the part
of the Vendor necessary for the authorization, execution and delivery of this
Agreement, and the performance of all obligations of the Vendor hereunder has
been taken or wilt be taken prior ta the Closing, and this Agreement constitutes
valid and legally binding obligations of the Vendor, enforceable in accordance with
its terms.

Resldencse ~ Twin River is a resident in Canada within the meaning of the Income
Tax Act {Canada) and is not, and on the Closing Date will not be, a non-resident
of Canada under the Income Tax Act (Canada).

3.2 Representations and Warranties of Purchaser

The Purchaser hereby represents and warrants to the Vendor that:

(3)

(b)

()

(d)

Incorporation, Organization and Existence - it is duly incorporated or organized
and validly existing under the laws of the jurisdiction of incarporation or
organization.

Power and Capacity ~ it has the necessary pawer, capacity, right and authority
fo enter into and deliver this Agreement and the documents required for the
Closing to which it is a party and to perform its obligations thereunder.

Authorization - all aclion on the part of the Purchaser necessary for the
authorization, execution and dslivery of this Agreement, and the performance of
all obligations of the Purchaser hereunder has been taken or will be taken prior to
the Closing, and this Agreesment constitutes valid and legally binding obligations of
the Purchaser, enforceable in accordance with its terms,

Resldence ~ It is not a non-Canadian for the purposes of the Invastment Canada
Act (Canada) and it is not a non-resident of Canada within the meaning of the
Income Tax Act (Canada).

ARTICLE4
OTHER COVENANTS

41  Conduct of Business Priar to Closing

During the peried from the date of this Agreement {o the Closing Date, the Vendor
covenants and agrees as follows:

(@

Conduct Business in the Ordinary Course - subject to any limitation imposed
as a result of being subject to the BIA Proceedings or, as required by any
Applicable Laws, including any order of the Couri, and except as the Purchaser
may approvs in writing or as otherwise explicitly contemplated or pammitted by this
Agresment, conduct the Business in all material respects In the ordinary course,
consistent with past praclice, and in paricular;

)] use all reasonable efforts to preserve the Business and assels of the
Business intact and maintain the assels of the Business in accordance with
standard industry practice;
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not sell, lease, license, transfer or otherwise dispose of, or agree io sell,
lease, license, {ransfer or otherwise dispose of, any of the assets of the
Business; and

make all necessary (ax, governmental and other filings, as and when
required, in the ordinary course of business;

Approval Order

{0

(i)

(ifi)

Immediately following the acceplance of the Praposal by the Purchaser and
the Vendor, the Vendor call a meeting of all of the creditors, both secured
and unsecured, of Twin River {the "Creditors®) to consider the Proposal in
accordance with the BIA;

The Purchaser and the Vendor will do all acts and things as are reasonably
required in order to obtain enlsy of the Appraval Order; and

The Purchaser will promplly provide to the Vendor all such information
within its possession or under ils conlrol as the Vendor may reasanably
require to obtain the Approval Order and other {ransaction related orders,

Access for Investigation

M

(it}

The Vendor will permit the Purchaser and ils representaiives, between the
date of this Agreement and the Closing Time to have reasonable access
during normal business hours on not less than 24 hours’ advance netice,
except as otherwise agreed to by the Vendor, for purposes consistent with
this Agreement, to (i} the assets of the Business, and (i) the Books and
Records. The Vendor wilt promptly furnish to the Purchaser coples of
Books and Records as the Purchaser will from time to time reasanably
request; and

Notwithstanding Seclion 4.1(c)(i), the Vendor will not be required to
disclose any information, records, files or other data to the Purchaser
where prohibited by any Applicable Laws; and

Confidential and Persona! Information

{0

(i)

Prior to the Closing, the Purchaser will keep confidential all confidential
Information and Personal Information disclosed to it or its shareholders by
the Vendor or their respective agents relating to this Agreement, the BIA
Proceedings, the Vendor or the Business and will nol disclose any
confidential information and Personal Information except In accordance
with Applicable Laws, as permitted by this Agreement, or as agreed to with
the Vendar. If this Agreement is terminated without completion of the
transactions contemplaled by this Agreement, the parlies will promptly
destroy all documents, work papers and other written material (including all
copies) obtained from each other in connection with this Agreement, and
not previously made public and will continue to maintain the confidence of
alt such information; and

After the Closing, the parlies will kesp confidential all confidantial
information and Personal information disclosed {o it by the other parties
and all Information relating to the Business, except information which:
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(A) is pant of the public domain;

(B)  bacomes part of the public domaln other than as a result of a breach
of these provisions by any party; or

(C) was received in good faith afier Closing from an indepandent
Person who was lawfully in possession of such information free of
any obligation of confidence, including In accordance with the
Confidentiality Agreement.

4.2 Consents to Material Contracts

Except o the extent that such consents are not required because the Vendor intends to
campel assignment through the Proposal or BIA Proceedings, the Vendor will obtain any consents
required pursuant to any material contracls of Twin River, as a result of the transactions
contemplated by this Agreement, including any consent required as a result of the change in
control of Twin River.

ARTICLE §
CLOSING AND CONDITIONS OF CLOSING

8.4  Time and Place of Closing

Subject to the terms and conditions herein, the Closing will take place at 10:00 a.m.
(Vancouver lime), or at such other time as agreed upon by the Vendor and the Purchaser, on the
Clasing Date at the offices of Thompson LeRose & Brown LLP, located at 202 - 605 20" Street,
Casllegar, British Columbia.

5.2  Purchasers Closing Conditions

The obligations of the Purchaser to subscribe for and purchase the New Twin River Shares
under Section 2.1 and conlemplated herein are conditional upon each of the conditions listed
below having been satisfied on or before the Closing Date, it being understood that the said
conditions are included for the exclusive benefit of the Purchaser:

(a) there will have occurred no Material Adverse Effect;

{b) the Vendor will have received, in form and substance acceptable to the Purchaser,
all consents and waivers which are required in relation to all the malerial contracts
of Twin River, except to the extent that such consents are not required because
the Vendor has compelled assignment through the Proposal or BIA Praceeding;

{c) the Vendor will have made all deliveries to be made by them In accordance with
Seclion 5.5;

{d)  the Vendor will have received all consents, waivers and orders required under
Applicable Laws or agreemenis to permit the cancellation of the Existing Twin
River Shares, the filing of the Amended Articles of Incorporation and the issuance
of the New Twin River Shares;

(e) the representations and warraniies of the Vendor contained in Saction 3.1 will be
true, accurate and correct on and as of the Closing Date with the same effect as
though such representations and warranties have been made on and as of the
Closing Date;
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] the Proposal, as approved, and the Appraoval Order are in a form acceptable to the .

Purchaser In its sole discretion; and

(a) the Vendor is not currently in breach of any malerial covenants under this
Agreament.

5.3  Mutual Closing Conditions

Subject to Section §.4, the obligations of the parties to complete the transactions
contemplated herein are conditional upon each of the conditions listed below having been
satisfied:

{a) the Proposal being approved by the requisite majority of Creditors; and

(b)  the Approval Order being pronounced, all fime periods within which such order
could at law be appealed will have expired, no appeals are exisling therefrom and
such order will not have been slayed, varied, amended, appealed, modified,
vacaled or dismissed.

5.4 Termination and Failure to Satisfy Closing Conditions

The conditions precedent set forth in Section 5.2 are for the benefit of the Purchaser and
whether or not they are salisfied or unsalisfied will be determined by the Purchaser in its sole
discretion. The conditions precedent set forth in Section 5.3 are true condilions precedent to the
Closing which must be satisfied and cannot be waived excepl thal the Purchaser may elect, In its
sole discretion, {o waive the requirement that all appeal periods relaling o the Approval Order
have expired and that no appeals have baen {aken. If ons ar more of such conditions precedent
in Section 5.2 are not salisfied or walved by the Purchaser on or before the Closing Date, or,

subject to this Section 5.4, either of the condilions pracedent set forth in Section 5.3 is not
satisfied, then:

{(a) this Agreement will terminate;

{b)  the Purchaser wiil not be obligated to purchase the New Twin River Shares and
the Closing will not proceed;

(c) the Purchaser and the Veendor will be released from any further obligation to each
other.

55  Closing Obligations of the Vendor

At the Closing, the Vendor will deliver or cause lo be delivered o the Purchaser the
following documents in form satisfactory to the Purchaser,

(a)  a Court certified copy of the Approval Order;

(b)  acertificate executed by a senior officer of the Vendor dated as of the Closing Date
confirming that: (f) all of the represeniations and warranties of the Vendor made In
or pursuant to this Agreement will be true and carract in all material respects at the
Closing Time and with the same effect as if made at and as of the Closing Time,
except as such representalions and warranties may be affecled by the occurrence
of events or transactions conlemplaled or permitted by this Agreement; {ii) the
Vendor has performed ar complied with, in all material raspects, all their obligations

and covenants under this Agreement; and (iil) there has occurred no Material
Adverse Effect;
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() share certificales representing all Existing Twin River Shares, duly cancelled;
(d)  afiled copy of the Notice of Alteration and Amended Articles of Incorporation;

(e)  share cerlificates duly and validly registered in the name of the Purchaser
represenling the New Twin River Shares; and

) all other documents as the Purchaser may reasonably request pursuant o the
terms and condilions contained in this Agreement.

56  Closing Obligations of the Purchaser

Subject to the terms and condilions of this Agreement, the Purchaser covenants and
agrees with the Vendor that at the Closing at which it is purchasing the New Twin River Shares,
it will deliver to the Vendor/Proposal Trustee;

(a) a cedificate exscuted by a senior officer of the Purchaser confirming that the

representations and warranties made in Seclion 3.2 are true and correct as of the
Closing Date;

(b) a solicitor’s trust cheque, cerified cheque, bank draft, or wire transfer, for the

portion Purchase Price made payable lo the Proposal Trustee in accardance with
Seclion 2.3; and

(c)  wiitlen confirmation that KSCU has applied a credit to the amounts owing to it to
sallsly the batance of the Purchase Price.

ARTICLE 6
TERMINATION

6.1 Termination

In addition to the parties’ righls to ferminate this Agreement pursuant to Section §.4, this
Agreement may be terminated at any time prior o the Closing by the mulual written consent of
the Purchaser and the Vendor.

6.2 Effect of Termination

In the event of termination of this Agreement In accordance with this Aricle 6, this
Agreement will forthwith become of no furiher force or effect, the parties will be released from any
further obligation to each cther.

ARTICLE 7
GENERAL PROVISIONS

7.1  Time of the Essence
Time will be of the essence of this Agreement.
7.2  FurtherActs

Each of the parlies will al the request of any other parly execute and deliver any further
documents and do all acts and things as that parly may reasonably require in order to carry out
the true Intent and meaning of this Agreement.
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7.3 No Partnership

Nothing in this Agreement or in the relationship of the parties hereto will be construed as
In any sense crealing a parinership among the parties or as giving to any pary any of the rights
or subjecting any party lo any of the creditors of the ather pariies.

7.4  Assignment

No party may assign this Agreement or any rights or obligations under this Agreement
without the prior written conssent of the other parly, except, however, that the Purchaser may,
withoul any consent required, assign all or any part of this Agraement to one or more Persons
(each a “Transferee®) in which the Purchaser holds an interest. Any such assignment by the
Purchaser will operate to release the Purchaser from liabllity accruing thereafter under this
Agreement, to the extent that the Transferee{s} agree In writing to assume the Purchaser's
ohligations under this Agreement.

7.5  Parties of Interest

This Agreement will enure to the benefit of and be binding upon the parlies and their
respective personal representatives, adminislrators, heirs, successors and pemmitied assigns.

7.6  Governing Law

This Agreement will be consirued and govemed exclusively by the laws in force in British
Columbia and the laws of Canada applicable therein and the courts of 8ritish Columbia will have
exclusive jurisdiction to hear and determine all dispules arising hereunder. Each of the parlies
hereto imevocably atlorns to the jurisdiclion of sald courts and consents to the commencement of
proceeadings in such courls. This Section will not be construed to affect the rights of a parly to
enforce a judgment or award outside sald province, including the right ta record and enforce a
judgment or award In any other jurisdiction.

7.7  Survival

Each party hereby agrees that all representations, warmanties and other provisions
cantained In this Agreement will survive the Closing,

7.8  Severability

The invalidity or unenforceability of any provision in this Agreement will not affect the
validity or enforceability of any other provision or part of 1his Agreement, and the parties hereby
underiake to renegoliate in good falth any such invalid or unenforceable provision, with a view to
concluding valid and enforceable arangements as nearly as possible the same as those
contained in this Agreement.

7.9  Entire Agreement

The provisions contained in this Agreement constitute the entire agreement belween the
parlies with respect to the subject malter and supersede all prior communications, proposals,

representations and agreements, whether oral or written, with respect to the subject matter of this
Agreemant.

710 Notices

All notices, demands and payments under this Agreement must be in writing and may be
delivered personally or by facsimile transmission to the addresses as first written above or such
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other addresses as may from lime to time be notified in writing by the parties. All notices wili be
deemed to have been given and received on the next Business Day following the date of
transmission or delivery, as the case may be.

7.11 Public Notices

The parties will jointly plan and co-ordinate any public notices, press releases, and any
other publicity conceming the transactions contemplated by thls Agreement and no party will act
in this regard without the prior approval of the other, such approval not to be unreasonably
withheld, except where required lo meet limely disclosure obligations of any parly under
Applicable Laws (including the BIA) or stock exchange rules In circumstances where prior
consultation with the other Pady Is not practicable and a copy of such disclosure is provided to
the other Party.

7.12 Walver

Failure by any party hereto to insist in any instance upon the strict performance of any one
of the covenanis contained herein will not be construed as a waiver or relinquishment of such
covenant. No walver by any parly hereto of any such covanant will be deemed to have been made
unless expressed in writing and signed by the walving party.

7.43 Amendments

No amendmant, supplement, madification or waiver or termination of this Agreement and,
unless otherwise specified, no consent or approval by any party, Is binding unless executed in
writing by the party to be bound thereby.

7.14 Counterparis

This Agreement may be executed in several counterparts {including by fax or other means
of electronic fransmission producing a prinled copy), each of which when so executed will be
deemed lo be an original and will have the same force and effect as an original and such
counterparts together will constitule one and the same instrument.

[The remainder of this page lsft intenlionally bank. Signature page follows.]
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IN WITNESS WHEREOF the parties have signed, sealed and delivered this agreemant
as of the dale first wrilten above.

KS PROPERTY MANAGEMENT INC,

By:

Name:

Title:

TWIN RIVER ESTATES LTD.

By:

Title: Faes? cf.."wv(.r

1 * DA, DRYSDALE
Barrisier & Solicitor
#211 ~ 1015 Auslin Avenue
Coquittam, B,C. V3K 3N9
Telephone: 604.939-8321
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IN WITNESS WHEREOF the parties have signed, sealed and delivered this agreement
as of the date first written above.

KS PROPERTY MANAGEMENT INC.

Decusigned by:

l )
By: “FL e s
e BCEARAIOOIE AR

Name: Brian Moroney

Titte: VP Credit & Support Services
Doculigaed by

By:

Name! Ron Johnston

Title: VP Finance & CFO

TWIN RIVER ESTATES LTD.

By:

Name;

Title:
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SCHEDULE A
NOTICE OF ALTERATION

Please see attached,



Ministry of Flnance
& BR]TISH gmpotgw am;ls &ersonal
XA COLUMBIA w:?wp;g.yggfgc.c:faghlrhi

Telephone. 250 356 - 8626

DO NOT MAIL THIS FORM to the Corporata and Parsonal
Property Reglstias unless you are Instructad to do so
by reglstry staff. The Regulation under the Business
Cormporations Act requires this form to be filed on

the Intemnet sl www.corporaisonline.gov.be.ca

NOTICE OF ALTERATION

FORM 11 - BC COMPANY
Seclion 257 (4) Business Corporalions Act

Freedom ol information and Protaction of Privacy Act (FIPPA)
Tha persenal inforrnation requestad on this form is made svallabla tothe
pubte yndsy the awthority of the Businass Coporations Ao Questions about
how the FIFPPA applias 1o this pessonal Information can be directed tothe
Administrative Assistant of the Comporaia and Personal Propery Reglsirtes al
250 355-1188, PO Box 8431 Stn Prov Gowt, Victorda 8C VBW SV,

A. INCORPORATION NUMBER OF COMPANY
BCO765755

B. NAME OF COMPANY
Twin River Estates Lid.

C. ALTERATIONS TO THE NOTICE OF ARTICLES

Please indlcate what information on the Notice of Articles is o be allered or added

D Company name
D A translation of company name

D Pre-existing Company Provisions

M Data of a Resaclution or Court Order
(applies to specia! rights or restrictions only)

IZI Authorized Share Structure

D. ALTERATION EFFECTIVE DATE — Choose one of lhe foliowing:
[Z1  The alteration is to take sfiect al the time that this notica is filad with the ragisirar,

D The alleration is to take effect at 12:01 a.m. Pacific Time on

belng a date that Is not more than len days after the date of the filing of this notice.

D The alleration is to take effect at

Oam.or0 p.m. Pacific Time on

belng a date and time thatis not more than ten days after the date of the filing of this nolice.

E. CHANGE OF COMPANY NAME
The company is to change its name from

to {choose ons of the following):

O

. This name

has been reserved for the company under name reservation number or

D a name creatad by adding “B.C. Ltd." after the incorporation number of the company.

F. TRANSLATION OF COMPANY NAME

Set out every new transiation of the company name, or set out any change or deletion of an existing translation

of the company name o be used outslde of Canada.
Additions: Set oul avery new translation of the company name thal the company inlends lo use outside of Canada.

Rev. 2004727

FORM 11« ALF Software Inc. (J, Y 2011) ~ Approved Seplember 3, 2004 Page 1
Adepted and reprinted with penmiasion of tha Praviree of British Columbla - © 2004
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Changes: Change the following translation(s) of the company name:
PREVIOUS TRANSLATION OF THE COMPANY NAME NEW TRANSLATION OF THE COMPANY NAME

Deletions: Remove the following translation(s) of the company name:

G. PRE-EXISTING COMPANY PROVISIONS (rafer to Part 17 and Tabls 3 of the Regulalion under tha Business Corporalions Ach

Complele this item only If the company has resolved that none of the Pre-existing Company Provislons are to
appiy to this company.

3 The company has resolved that the Pre-existing Company Provisions are no longer to apply to this
cornpany.

H. AUTHORIZED SHARE STRUCTURE

Set out the date of each resolution or court order allering special rights or restrictions attached to a class or
series of shares.

YYYY /MM /00

(x]

Set out the new authorized share structure

Maximum number of
sharas of this class of Ars thero special rights ot
series of shares Lhal the Kind of shares of this class restrictions attschad o
company is authorzed o or sarias of shares tha shares of lhis class of
issue, of ndicala there is serisg ol shares?
|__no maximum number
. MUMUM NUMBER OF
mg:‘m;‘:‘;’:hzg“’ SHARES AUTHORIZED OR PAR v:ﬁmmcm TVPE OF CURRENCY Y2siNg
HO MAXIMUM NUMBER
ne maximum .
Common number without par value nfa fno}

[. CERTIFIED CORRECT -1 have read this form and found it to be correcl.

NAME OF AUTHORIZED SIGNING AUTHORITY SIGNATURE OF AUTHORIZED SIGNING DATE SIGNED
FOR THE COMPANY AUTHORITY FOR THE COMPANY YYYYMMDO
X
Rav, 20047027
FORM 11 - ALF Softwara Ing. {4 y 20it}=A d Soptamber 3, 2004 Paga 2

Adspied snd reprinted with permissian of tha Provinca of Biiish Columbla -@ 2004
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SCHEDULE B
AMENDED ARTICLES OF INCORPORATION

Please see attached.
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12.15 Production of Evidence of Authority to Vota

The chair of any meeting of shareholders may, but need not, inquire into the authority of any
person to vote at the meeting and may, but need not, demand from that person production of
evidence as to the existence of the authority to vole.

13. DIRECTORS

13.1 First Directors; Number of Directors

The first directors are the persons designated as directors of the Company in the Notice of
Aicles that applies ta the Company when it is recognized under ihe Business Corporations Acl,
The number of directors, excluding additional directars appointed under Article 14.8, is set at:

(1) subjact to paragraphs (2) and (3), the number of directors that is equal to the number of
the Company's first direclors;

{2) If the Company is a public company, the greater of three and the most recently set of:

(a)  ihe number of directors set by ordinary resolution {whether or not previous notice
of the resolution was given); and

(b)  the number of directors set under Aricla 14.4;
(3) if the Company is not a public company, the most recently set of:

{a)  the number of directors set by ordinary resolution (whether or nol previous notice
of the resolulion was given); and

(b) the number of directors set under Arlicle 14.4.
13,2 Change in Number of Directors
If the number of directors is set under Articles 13.1(2){a) or 13.1(3)(a):

{1) the shareholders may elect or appoint the directors needed to fill any vacancies in the
board of directors up {o that humber;

{2)  if the shareholders do not elect or appolint the direclars needed to fill any vacancies in
the board of directors up to that number contemporaneously with the setting of thal
number, then the direclors may appoint, or the shareholders may elect or appoint,
directors to fill those vacancies.

13,3 Directors’ Acts Valld Despite Vacancy

An act or proceeding of the direclors s not invalid merely because fewer than the number of
directors set or otherwise required under these Arlicles Is in office.
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13.4 Qualifications of Directors

A director is not required to hold a share in the capltal of the Company as qualification for his or
her office but must be qualified as required by the Business Corporatians Act to become, act or
cantinue to act as a director.

43.5 Remuneration of Directors

The direclors are entitled to the remuneration for acting as directars, if any, as the directors may
from time to time determine. if the directors so decide, the remuneration of the directors, if any,
will be determined by the shareholders. That remuneration may be in addition to any salary or
other remuneralion paid o any officer or employee of the Company as such, who is also a
director.

13.6 Reimbursement of Expenses of Directors

The Company must reimburse each director for the reasonable expenses that he or she may
incur in and about the business of the Company.

13.7 Special Remuneration for Diractors

If any director performs any professional or other services for the Company that in the opinion of
the directors are outside the ordinary duties of a director, or if any directar is otherwise specially
occupied in or about the Company's business, he or she may be pald remuneration fixed by the
directors, or, at the option of that director, fixed by ordinary resolution, and such remuneration
may be elther in addition to, or in substitution for, any other remuneration that he or she may be
entitled to receive.

13.8 Gratuity, Pension or Allowance on Retirement of Director

Unless otherwise determined by ordinary resolution, the direclors on behalf of the Company
may pay a gratuily or pension or allowance on retirement to any director who has held any
salaried office or place of profit with the Company or to his or her spouse or dependants and
may make contributions to any fund and pay premiums for the purchase or provision of any
such gratuity, pension or allowance.

14. ELECTION AND REMOVAL OF DIRECTORS
14.1  Election at Annual Genera) Meeting

At every annual general meeting and in every unanimous resolution contemplated by Article
10.2:

(1)  the shareholders entitled 1o vote at the annual general meeting for the election of
directors must elect, or in the unanimous resolulion appoint, a board of directors
consisting of the number of directors for the time being set under these Aricles; and

(2)  all the directors cease to hold office immediately before the election or appointment of
directors under paragraph (1), but are eligible for re-election or re-appointment.

14,2 Consent to be a Dirsctor

No elaction, appoinlment or designation of an individual as a director is valld unless:
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{1)  that individual consents fo be a director in the manner provided for in the Business
Corporations Act;

(2) that individual is elecled or appeinted at a meeling at which the Individual is present and
the individual does nol refuse, at the meeting, 1o be a direclor; or

(3)  with respect to first direclors, the designation is otherwise valid under the Business
Corparations Act.

14.3 Failure to Elect or Appoint Directors

(1)  the Company fails to hold an annual general mseting, and all the shareholders who are
entitled to vote at an annual general meeting fall to pass the unanimous resoclution
contemplated by Arlicle 10.2, on or before the dale by which the annual general meeting
is required fo ba held under the Business Corporations Act; or

(2) the shareholders fail, at the annual general meeting or in the unanimous resolution
contemplated by Aricle 10.2, 1o elect or appoint any directors;

then each director {then in office continues to hold office until the earlier of:
{3) when his or her successor is elecied or appointed; and

(4)  when he or she otherwise ceases to hold office under the Business Corporations Act or
these Arlicles.

14.4 Places of Reliring Directors Not Filled

If, at any meeting of sharehalders at which there should be an election of directors, the places of
any of the retiring direclors are niot filled by that election, those retliring directors who are not re-
elected and who are asked by the newly elected directors to cantinue in office will, if willing to do
so, continue In office to camplete the number of directors for the time being set pursuant to
these Articles unlil further new directors are slected at a meeling of shareholders convened for
that purpose. If any such election or continuance of directors does nol result in the election or
continuance of the number of directors for the time being set pursuant to these Articles, the
number of directors of the Company is deemed to be set al the number of directors actually
elecled or continued in office.

14.5 Directors May Fill Casual Vacancies

Any casual vacancy occurring in the board of direclors may be filled by the directors.

14.6 Remaining Directors® Power to Act

The directors may act notwithstanding any vacancy in the board of directers, but if the Company

has fewer directars in office than the number set pursuant to these Articles as the quorum of
directors, the directors may only act for the purpose of appointing directars up to that number or
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of calling a meeting of shareholders for the purpose of filling any vacancies on the board of
directors or, subject to the Business Corporalions Act, for any other purpose.

14.7 Shareholders May Fill Vacancies

If the Campany has no directors or fewer directors in office than the number set pursuant to
these Aricles as the quarum of direclors, the shareholders may elect or appoint directors to fill
any vacancies on the board of directors.

44.8 Additional Directors

Notwithstanding Articles 13.1 and 13.2, between annual general meetings or unanimous
resolutions contemplated by Article 10.2, the directors may appoint ane or more additional

directors, but the number of additional directars appointed under this Article 14.8 must not al
any lime exceed:

(1) one-third of the number of first direclors, if, at the lime of the appointments, one or more
of the first directors have not yel completed their first term of office; or

(2)  in any other case, one-third of the number of the current direciors who were elecled or
appointed as directors other than under this Adicle 14.8.

Any director so appointed ceases {o hold office immediately before the next election or
appointment of direclors under Article 14.1(1), but is eligible for re-election or re-appointment.

14.8 Ceasling to be a Director

A director ceases lo be a direclor when:

(1) the term of office of the director expires;
(2) the direclor dies;

(3)  the director resigns as a director by nolice in writing provided {o the Company or a
lawyer for the Company; or

{4) the director Is removed from office pursvant {o Articles 14.10 or 14.11.
14,10 Removal of Director by Shareholders

The Company may remove any direclor before the expiratian of his or her term of office by
special resolution. In that event, the shareholders may &lect, or appoint by ardinary resolution, a
director to fill the resulting vacancy. If the shareholders do niot elec! or appaint a director to fill
the resulling vacancy contemporaneously with the removal, then the direclors may appoint or
the shareholders may elecl, or appoint by ordinary resolution, a director to fill that vacancy.

14.11 Removal of Director by Directors

The directors may remove any director befora the expiration of his or her term of office if the
director is convicted of an indictable offence, or if the direclor ceases to be qualified to act as a
director of a company and does not promplly resign, and the directors may appoint a directer to
fill the resulling vacancy.
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16. ALTERNATE DIRECTORS
15.1 Appointment of Alternate Director

Any director (an "appointor”) may by notice in writing received by the Company appoint any
person {an “appointee”) who is qualified o acl as a director to be his or her alternate to act in his
or her place at meelings of the direclors or committees of the direclars at which the appolntor is
not present unless (In the case of an appointee who is not a director) the directors have
reasonably disapproved the appointment of such person as an allernate direclor and have given
notice 1o that effect to his or her appointor within a reasonable time after the notice of
appoiniment is recelved by the Company.

15.2 Notice of Meetings

Every alternate director so appolnted is enlitled to natice of meelings of the directors and of
committees of the directors of which his or her appointor Is a member and to attend and vole as
a direclor at any such meelings at which his or her appointor is not present.

15.3 Alternate for More Than One Director Attending Meetings

A person may be appointed as an altemnate direclor by more than one director, and an alternate
directar:

(N will be counted In determining the quorum for a meeting of directors once for each of his
ar her appointors and, in the case of an appointee who is also a director, once more in
{hat capacity;

(2)  has a separale vole al a meeting of directors for each of his or her appointors and, in the
case of an appeintee who is also a direclor, an additional vote in thal capacity;

(3)  will be counted in delennining the quorum for a meeting of a committee of directors once
for each of his or her appointors who is 2 member of thal committee and, in the case of
an appointee whao is also a member of that commiltee as a director, onca more in that
capacily;

(4)  has a separate vote al a meeting of a committee of directors for each of hls or her
appointors wha is a member of that cornmities and, in the case of an appoinlee who Is
also a member of that committee as a direclor, an additional vote in that capacity.

15.4 Consent Resolutions

Every alternate director, if authorized by the notice appolnting him or her, may sign in place of
his or her appolintor any resolutions to be consenled to in writing.

15.5 Alternate Director Not an Agent
Every alterate direclor is deemed not to be the agent of his or her appaintor,
16.6 Revocation of Appointment of Alternate Director

An appointor may at any time, by notice in writing recelved by the Company, revoke the
appoinlment of an. alternate director appoinled by him or her.
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15.7 Ceasing to be an Alternate Director
The appointment of an alternate director ceases when:

(1) his or her appoinior ceases ta be a director and is not promptly re-elected or re-
appointed,;

{2) the allernate direclor dies;

(3) the allernate dlreclor resigns as an alternate director by notice in writing provided {o the
Company or a lawyer for the Company;

{4) the alternate director ceases to be qualified to act as a director; or
{5) his or her appointor revokes the appointment of the altemate director.
15.8 Remuneration and Expenses of Alternate Director

The Company may reimburse an alternate director for the reascnable expenses that would be
properly reimbursed if he or she were a director, and the alfternate director is entitled to receive
from the Company such proportion, if any, of the remuneration otherwise payable to the
appointor as the appointor may from time to time direct.

16. POWERS AND DUTIES OF DIRECTORS

16.4 Powers of Management

The directors must, subject to he Business Corporations Act and these Ardicles, manage or
supervise the management of the business and affairs of the Company and have the authority
lo exercise all such powers of the Company as are nol, by the Business Corporations Act or by
lhese Articles, required to be exercised by the shareholders of the Company.

16.2 Appointment of Attorney of Company

The directors may from time o lime, by power of altorney or other Instrument, under seal if so
required by law, appaint any person to be the attorney of the Company for such purposes, and
with such powers, authorities and discretions (nof exceeding those vested in or exercisable by
the directors under these Articles and excepting the power to fill vacancies in the board of
direclors, to remove a director, to change the membership of, or fill vacancies in, any commitiee
of the directors, to appoint or remove officers appointed by the directors and to declare
dividends) and for such period, and with such remuneration and subject to such conditions as
the directors may think fit. Any such power of altomey may contain such provislens for the
protection or convenience of persans dealing with such attorney as the directors think fit. Any
such attomey may be authorized by the direclors to sub-delegate all or any of the powers,
authorities and discretions for the time being vested in him or her.

17. INTERESTS OF DIRECTORS AND OFFICERS
47.1 Obligation to Account for Profits
A director or senior officer who holds a disclosable interest (as that term is used in the Business

Carporalions Act) in a conlract or transaction into which the Company has entered or proposes
to enter s liable to account to the Company for any profit that accrues to the director or senior
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afficer under ot as a result of the contract or transaclion only if and o the exient provided in the
Business Carporations Act.

17.2 Restrictions on Voting by Reason of Interest

A dirsctor who holds a disclosable interest in a contract or transaction into which the Company
has entered or proposes ta enter is not entitled to vole on any directers’ resolution to approve
that contract or fransaclion, unless all the directors have a disclosable interest in that contract or
transaction, in which case any or all of those directors may vote on such resolution,

17.3 Interested Director Counted in Quorum

A director who holds a disclosable interest in a contract or transaction into which the Company
has entered or proposes to enler and who is present at the meeling of directors at which the
contract or transaction is considered for approval may be counted in the quorum at the meeting
whether or not the director votes on any or all of the resolutions considered at the meeting.

17.4 Disclaosure of Conflict of Interest or Property

A director or senior officer who holds any office or possesses any property, right or interest that
could result, directly or indirectly, in the creation of a duty or interest thal materially confiicls with
that individual's duty or Interest as a direclor or senlor officer, must disclose the nature and
extent of the conflict as required by the Business Corporalions Act.

17.5 Director Holding Other Office in the Company

A director may hold any office or place of profit with the Company, other than the office of
auditor of the Company, in addition to his or her office of director for the period and on the terms
(as to remuneration or otherwise) that the directors may determine.

17.6 No Disqualification

Nao director or intended director is disqualified by his or her office from contracting with the
Company elther with regard to the holding of any office or place of profit the direclor holds with
{he Company or as vendor, purchaser or olherwise, and no contract or transaction entered info
by or on behalf of the Company in which a direclor is in any way interested is {lable to be voided
far that reason.

17.7 Professional Services by Director or Officer

Subject to the Business Corporations Act, a director ar officer, or any person in which a director
or officer has an interest, may act In a professional capacity for the Company, except as auditor
of the Company, and the director or officer or such person is entitled to remuneration for
professional services as if thal director or officer were not a director or officer.

17.8 Director or Officer in Other Corporations

A director or officer may be or become a director, officer or employee of, or otherwise interested
in, any person in which the Company may be interested as a shareholder or otherwise, and,
subjec! to the Business Corporalions Act, the directar or officer is not accountable to the
Company for any remuneration or other benefits received by him or her as director, officer or
employee of, or from his or her interest in, such other person.
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18, PROCEEDINGS OF DIRECTORS

18.4 Mestings of Directors

The directors may meet together for the conduct of business, adjourn and otherwise requlate
thelr meetings as they think fit, and meelings of the directors held at regular intervals may be
held at the place, at the time and an the nolice, if any, as the directors may from {ime to time
determine.

18.2 Voting at Meetings

Questions arising at any meeling of directors are to be decided by a majority of votes and, in the
case of an equality of votes, the chair of the meating does not have a second or casting vote.

18.3 Chair of Meetings
The following individual is entitied lo preside as chair at a meeting of directors:
{1) the chair of the board, if any,

(2) in the absence of the chair of the board, the president, if any, if the president is a
director; or

(3) any other director chosen by the directors if:

(a)  neither the chair of the board nor the president, if a direclor, is present al the
meeting within 15 minules after the time set for holding the meeting;

(b)  neither the chair of the board nor the president, if a directar, is willing to chair the
meeling; or

{c)  the chalr of the board and the presiden!, if a director, have advised the secretary,
if any, or any other director, that they will not be present at the meeting.

18.4 Mesetings by Telephone or Other Communications Medium

A director may participate in a meeting of the directors or of any committee of the directors:
(1) in person;

(2) by telephone; or

{3) with the consent of all direclors who wish to participate in the meeting, by other
communicalions mediur;

if all the directors participating in the meeting, whether in person, by telephone or by other
communications medium, are able to communicate wilh each other, A director who participates
in a meeting in a manner contemplated by this Arlicle 18.4 is deemed for all purposes of the
Business Corporations Act and these Aricles to be present at the meeling and to have agreed
to participate in that manner.
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18.5 Calling of Meatings

A director may, and the secrelary or an assistant secretary of the Company, if any, onthe
request of a director musl, call a meeling of the directors at any time.

18.6 Notice of Mestings

Other than for meetings held at regular Intervals as determined by the direclors pursuant to
Aricle 18.1, reasonable notice of each meeling of the directors, speclifying the place, day and
time of that meeting must be given to each of the directors and the allernate directors by any
method set out in Arlicle 24.1 or orally or by telephone.

18.7 When Notice Not Required

It is not necassary la give notice of a meeting of the directors to a director or an allernate
director if

(1) the meeling is to be held immediately following a meeting of shareholders at which that
director was slected or appointed, or is the meeling of the directors at which that director
is appointed; or

(2)  the director or alternale direclor, as the case may be, has waived notice of the meeting.
18.8 Meeting Valld Despite Fallure to Give Notice

The accidental omission to glve notice of any meeting of direcfors o, or the non-receipt of any
notice by, any director or alternate director, does not invalidale any proceedings at that meeting.

18.9 Walver of Notice of Meetings

Any direclor or alternate director may send {o the Company a document signed by him or her
waiving notice of any past, present or future meeling or meetings of the directors and may at
any time withdraw that waiver with respect to meetings held after that withdrawal. Afier sending
a walver with respect to all future meetings and until that waiver is withdrawn, no notice of any
meeting of the direclors need ba given to that director and, unless the director otherwise
requires by natice in writing to the Company, to his or her alternale director, and all meetings of
the directors so held are desmed not to be improperly called or constituted by season of notice
not having been given to such director or alternate director,

Attendance of a direclor or alternate director at a meeting of the directors is a waiver of nolice of
the meeting, unless that director or alternate director atlends the mesting for the express

purpose of objecting lo the transaction of any business on the grounds that the meeting Is not
lawfully called.

18.10 Quorum
The quorum necessary for the transaction of the business of the directors may be set by the

directors and, if not so set, is deemed o be set at two directors or, if the number of directors is
setl at one, is deemed lo be set at one director, and that director may constitute a meeting.
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18.41 Validity of Acts Where Appointment Defective

Subject {o the Business Carporations Act, an acl of a director or officer is not invalid merely
because of an irregularity in the election or appeintment or a defect in the qualification of that
director or officer,

18.12 Consent Resolutions in Writing

A resolution of the directors or of any committee of the directors may be passed without a
meeting:

{n in all cases, if each of the direclors enlilied lo vote on the resolution consents to it In
writing; or

(2)  inthe case of a resolution to approve a contract or transaction in respect of which 2
director has disclosed that he or she has or may have a disclasable interest, if each of
tha other directors who have not made such a disclosure consents in writing to the
resolution.

A consent in writing under this Article may be by signed document, fax, e-mail or any other
method of transmitling legibly recorded messages. A consent in writing may be in two or more
counterparts which together are deemed to conslitute one consent in writing. A resolution of the
directors or of any committee of the direclors passed In accordance with this Arlicle 1812 is
effective an the date siated in the consent in writing or on the lalest date slated on any
counterpart and is deemed to be a proceeding at a meeting of direclors or of the commiitee of
the direclors and to be as valid and effeclive as if it had been passed at a meeting of the
directars or of the commitiee of the directors that satisfies all the requirements of the Business
Corporations Act and all the reguiraments of these Adlicles relating to meetings of the directors
or of a commitiee of the directors.

19. EXECUTIVE AND OTHER COMMITTEES

18.1 Appointment and Powers of Executive Committee

The directors may, by resolution, appoint an executive commitiee consisting of the director or
directors that they consider appropriate, and this commitiee has, during the intervals between
meetings of the board of directors, all of the directors' powers, except:

(1) the power to fill vacancies in the board of directors;

{2} the power to remove a director;

(3y  the power to change the membership of, or fill vacancies in, any commitiee of the
direclors; and

(4)  such other powers, If any, as may be set oul in the resolution or any subsequant
directors’ resolution.

19.2 Appointment and Powers of Other Committees

The directars may, by resalution:
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{1} appoint one or more committees (other than the executive commities) consisting of the

direclor or directors that they consider apprapriate;

2} delegate to a committee appointed under paragraph (1) any of the directors’ powers,
except:

(a) the power to fill vacancies in the board of direclors;
(b} the power to remove a director;

{c) the power to change the membership of, or fill vacancies in, any committee of the
directors; and

(d}  the power to appoint or remave officers appointed by the directors; and

(3)  make any delegalion referred to in paragraph {2) subject to the canditions set out in the
resolution or any subsequent directors’ resolution,

19.3 Obligations of Committees

Any committee appointed under Ardicles 19.1 or 19.2, in the exercise of the powers delegated to
it, must:

{1) conform to any rules that may from time to time be imposed on it by the directors; and

(2) repori every act or thing done in exercise of those powers at such times as the directors
may require.

19.4 Powaers of Board

The directors may, at any time, with respect to 2 committee appointed under Adicles 19.1 or
19.2:

n ravoke or aller the authority given (o the committee, or override a decision made by the
committee, except as to acls done before such revocation, alteration or overriding;

(2) terminate the appointment of, or change the membership of, the committee; and

(3)  fill vacancies in the committee.

19.5 Committee Meetings

Subject lo Adicle 19.3{1) and unless the directors otherwise provide in the resolution appointing

the committee or in any subsequent resolution, with respect to a commitiee appointed under

Adicles 18.1 or 19.2:

(1) the committee may meet and adjourn as it thinks proper;

2 the committee may elect a chalr of ils meetings bu, if no chalr of a meeting is elected, or
if at a meeting the chair of the meeting Is not present within 15 minutes after the time se!

far holding the meeting, the dirsctors present who are members of the committee may
choose one of their number to chair the meeling;
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(3) a majority of the members of the commitiee constitutes a quorum of the commiltee; and

(4)  questions arising at any meeting of the committee are delermined by a majority of vates
of the members present, and in case of an equality of voles, the chalr of the meeting
does not have a second or casting vote.

20, OFFICERS

20.1 Directors May Appolnt Officers

The directors may, from time to time, appoint such officers, if any, as the directors determine
and the directors may, at any time, lerminate any such appoiniment.

20.2 Functions, Duties and Powers of Officers
The directors may, for each officer:
(1)  determine the funclions and duties of the officer;

(2) enirust to and confer on the officer any of the powers exercisable by the directors on
such terms and conditions and with such restrictions as he directors think fit; and

(3) revoke, withdraw, alter or vary all or any of the functions, duties and powers of the
officer.

20.3 Qualifications

No officer may be appointed unless that officer is quzlified in accordance with the Business
Carporations Acl. One person may hold more than one position as an officer of the Company.
Any person appointed as the chair of the board or as a managlng director must be a director.
Any other aofficer need not be a director.

20.4 Remuneration and Terms of Appointment

All appointments of officers are to be made on the terms and conditions and at the remuneration
(whether by way of salary, fee, commission, participation in profits or otherwise) that the
directors think fit and are subject to termination at the pleasure of the directors, and an officer
may in addition to such remuneration be entitled to receive, after he or she ceases (o hold such
office or leaves the emplayment of the Company, a pension or gratuity.

21. INDEMNIFICATION
211 Definitions

In this Article 21:

(1) “eligible penally” means a judgment, penalty or fine awarded or imposed in, or an
amount paid in settlement of, an eligible proceeding;

(2) *eligible proceeding” means a legal proceeding or investigative action, whelther current,
threatened, pending or completed, in which a director, former director or alternate
director of the Company (an “eligible party”) or any of the heirs and legal personal
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representatives of the eligible party, by reason of the eligible party being or having been
a director ar alternate director of the Company:

{a) s ormay be joined as a party; ar

(b)  is or may be liable for or in respect of a judgment, penally or fine in, or expenses
related to, the proceeding,;

(3) “expenses” has the meaning set out in the Business Corporations Acl.

21.2 Mandatory Indemnification of Eligible Parties

Subjecl to the Business Corporations Act, the Company must indemnify a direclor, former
director or alternate director of the Company and his or her heirs and legal personal
representalives against all eligible penalties to which such person is or may be liable, and the
Company must, after the final disposition of an sligible proceeding, pay the expenses actually
and reasonably incurred by such person in respect of that proceeding. Each director and
alternate director is deemed o have coniracled with the Company on the terms of the indemnity
contalined in this Article 21.2.

21.3 Indemnification of Other Persons

Subject to any restrictions in the Business Corporations Act, the Company may indemnify any
person.

21.4 Non-Compliance with Business Corporations Act

The failure of a director, altemate director or officer of the Company to comply with the Business
Corporations Act or these Aricles or, if applicable, any former Campanies Act or former Articles,
does not invalidate any indemnity 1o which he or she is enfitled under this Part.

21.5 Company May Purchase Insurance

The Company may purchase and mainlain insurance for the benefit of any person {or his or her
heirs or legal personal representatives) wha:

(1) is or was a director, allernale director, officer, employee or agent of the Company,;

(2) is or was a director, alternate director, officer, employee or agent of a corporalion at a
time when the corporation is or was an affiliale of the Company;

(3) al the request of the Company, is or was s director, alternale director, officer, employes
or agent of a corporation ar of a partnership, trust, joint venture or other unincarporated
entity;

(4) al the request of the Company, holds or held a position equivalent o that of a director,
alternate director or officer of a partnership, trust, joint venture or other unincorporatad
entity;

against any liabllity incurred by him or her as such direclor, alternale director, officer, employee
or agent or person who holds or held such equivalent position.
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22, DIVIDENDS
221 Payment of Dividends Subject to Special Rights

The provisions of this Article 22 are subject to the rights, if any, of shareholders holding shares
with special rights as to dividends.

22.2 Declaration of Dividends

Subject to the Business Corporations Act, the directors may from time to time declare and
authorize payment of such dividends as they may deem advisable.

22.3 No Notice Required
The direclors need not give notice to any shareholder of any declaration under Aricle 22.2.

224 Record Date

The directors may set a date as the record date for the purpose of delermining shareholders
entitled lo receive payment of a dividend. The record date must not precede the date on which
the dividend is to be paid by more than two months. If no record date is sel, the record date is 5
p.m. on the date on which the directors pass the resolution declaring the dividend.

22,5 Manner of Paying Dividend

A resolution declaring a dividend may direct payment of the dividend whally or parlly in maneay
or by the distribution of specific assels or of fully pald shares or of bonds, debentures or other
securilies of the Company or any other corporation, or in any one or more of those ways.

22,6 Settlement of Difficulties

If any difficulty arises in regard to a distribution under Arlicle 22.5, the direclors may setlle the
difiiculty as they deem advisable, and, in particular, may:

(1) sal the value for distribution of specific assets;

(2)  determine that money in substitution for all or any part of the specific assels to which any
shareholders are entitled may be pald to any shareholders on the basis of the value so
fixed in order to adjus! the rights of all parties; and

{3) vest any such specific assets in trustees for the persons entitled to the dividend.

22.7 When Dividend Payable

Any dividend may be made payable on such dale as is fixed by the directars.

22.8 Dividends to be Pald in Accordance with Number of Shares

All dividends on shares of any class or series of shares must be declared and paid according to
the number of such sharas held.
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22,8 Racelpt by Joint Shareholders

if several persons are joint shareholders of any share, any one of them may give an effective
receipt for any dividend, bonus or other money payable in respect of the share.

2210 Dividend Bears No Interest
No dividend bears interest against the Company.

22.41 Fractional Dividends

if a dividend to which a shareholder is entilled includes a fraction of the smallest monetary unit
of the currency of the dividand, that fraction may be disregarded in making payment of the
dividend and that payment represents full payment of the dividend.

22,12 Payment of Dividends

Any dividend or other distribution payable in money In respect of shares may be paid by
cheque, made payable to the order of the person to whom It is sent, and malled to the
regislered address of the shareholder, or in the case of joint shareholders, o the registered
address of the joint shareholder who is first named on the central securities register, or to the
person and {o the address the shareholder or joint shareholders may direct in writing. The
mailing of such cheque will, {o the extent of the sum represented by the chegue (plus the
amount of the tax required by law to be deducted), discharge all liabilily for the dividend unless
such cheque is nol paid on presentation or the amount of tax so deducted is not paid to the
appropriate taxing authority.

2243 Capitalization of Retalned Eamings or Surplus

Notwithstanding anything contained in these Aricles, the directors may from time to time
capitalize any retained earnings or surplus of the Company and may from time to time Issue, as
fully paid, shares or any bonds, debenturas or other securities of the Company as a dividend
representing the retalned earnings or surplus so capltalized or any part thereof.

23, ACCOUNTING RECORDS

23.1 Recording of Financial Affairs

The directors must cause adequate accounting records to be kept {o record properly the
g‘t;incial affairs and condition of the Cornpany and to comply with the Business Corporations
23.2 [nspection of Accounting Records

Unless the directors determine otherwise, or unless otherwise determined by ordinary

resolution, no shareholder of the Company is entitled to inspect or abtain a copy of any
accounting records of tha Company.
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NOTICES
Method of Giving Notice

Unless the Business Corporations Act or these Arlicles provides otherwise, a nolice, stalement,
report or other record required ar permitied by the Business Corporations Act or these Articles
lo be sent by or to a person may be sent by any one of the following methods:

(1)

(3)

(4)

(8)

mail addressed to the person at the applicable address for that parson as follows:

(a)  forarecord malled to a shareholder, the shareholder's registered address;

(b}  for arecord mailed to a director or officer, the prescribed address for mailing
shown for the director or officer in the records kept by the Company or the
mailing address provided by the recipient for the sending of that record or
fecords of that class;

(c) in any other case, the mailing address of the intended recipient;

delivery at the applicable address for that person as follows, addressed to the person:

(a)  for arecord delivered lo a shareholder, the shareholder's registered address;

(b)  forarecord delivered to a direclor or officer, the prescribed address for delivery
shown for the director or officer in the records kept by the Company or the
delivery address provided by the recipient for the sending of that record or
records of that class;

{©) in any olher case, the delivery address of the intended recipient;

sending the record by fax to the fax number provided by the intended reciplent for the
sending of that record or records of that class;

sending the record by e-mail to the e-mail address provided by the intended recipient for
the sending of that record or records of that class;

physical delivery to the intended recipient.

24.2 Deemed Recelpt

A nolice, statement, report or other record that is:

(1)

@)

@3

mailed to a person by ordinary mail to the applicable address for that person referred to
in Article 24.1 Is deemed to be recelved by the person to whom it was mailed on the day,
Salurdays, Sundays and holidays excepted, following the date of mating;

faxed to a person to the fax number provided by that person referred to in Article 24.1 Is
deemed to be received by the person to whom it was faxed on the day it was faxed; and

e-mailed to a persan o the e-mall address providad by thal person referred to in Article
24.1 is deamed to be received by the person to whom it was e-mailed on the day #
was e-malled.
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24.3 Certificate of Sending

A cerlificate signed by the secretary, if any, or other officer of the Company or of any other
corporation acting in that capacity on behalf of the Company stating that a notice, stalement,
report or other record was sent in accordance wilh Article 24.1 is conclusive evidence of that
fact.

244 Nollce to Joint Sharehoiders

A nofice, statement, report or other record may be pravided by the Company to the jaint
shareholders of a share by praviding such record to the joint shareholder first named in the
central securilies register in respect of the share.

24.5 Notice to Legal Personal Representatives and Trustees

A notice, statement, report or other record may be provided by the Company to the persons
entitled to a share in consequence of the death, banksuptcy or incapacity of a shareholder by:

(1) mailing the racord, addressed to them:
(a) by name, by the litle of the legal personal representative of the deceased or
incapacitated shareholder, by the tille of trustee of the bankrupt shareholder or
by any similar descriplion; and

(b) at the address, if any, supplied to the Company for that purpose by the persons
claiming to be so entitled; or

(2) it an address referred to in paragraph (1){b) has not been supplied to the Company, by
giving the notice in a manner In which it might have been given if the death, bankruptcy
or incapacity had not occurrad.

24.6 Undelivered Notices

If, on two consecutive occasions, a notice, statement, report or other record is sent o a
shareholder pursuant to Article 24.1 and on each of those occasions any such record is

returned because the sharehaolder cannot be lacated, the Company shall not be required to
send any further records to the shareholder until the shareholder informs the Company in writing
of his or her new address.

25. SEAL

251 Who May Attest Seal

Except as provided in Articles 25,2 and 25.3, the Company's seal, If any, must not be impressed
on any record except when that impression is altested by the signatures of:

(1) any two direclors;
(2) any officer, together with any director;
(3) if the Company only has one director, that director; or

4) any one or more directors or officers or persons as may be delermined by the directors.
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252 Sealing Coples

For the purpose of cerlifying under seal a cerlificate of Incumbency of the directors or officers of
the Company or a true copy of any resolution or other document, despite Anticle 25.1, the
impression of the seal may be attested by the signature of any director or officer, or the
signature of any other parson as may be determined by the directors.

25.3 Mechanical Reproduction of Seal

The directors may authorize the seal to be impressed by third paries on share ceriificates or
bands, debentures or other securities of the Company as they may determine appropriate from
time to time, To enable the seal {o be impressed on any share cerlificates or bonds, debentures
or ather securities of the Company, whether in definitive or interim form, an which facsimiles of
any of the signatures of the directors or officers of the Company are, in accordance with the
Business Corporations Act or these Articles, printed or otherwise mechanically reproduced,
there may be delivered ta the person employed to engrave, lithograph aor print such definitive or
interim share cerlificates or bonds, debenlures or other securities one or more unmounted dies
repraducing the seal and such persans as are authorized under Article 25.1 to attest the
Company's seal may in writing authorize such person to cause the seal to be impressed on
such definitive or interim share cerlificates or bonds, debentures or other securities by the use
of such dies. Share cerlificates or bonds, debentures or other securities to which the seal has
been so impressed are for all purposes deemed to be under and to bear the seal impressed on

them.

26. PROHIBITIONS

26.1 Application

Article 26.2 does not apply {o the Company if and for so long as it Is a public company.

26.2 Consent Required for Transfer of Shares or Designated Securities

No securilies of the Company other than non-convertible debt securities of the Company shall

be transferred without the consent of the directors expressed by resolution and the directors
shall not be required to glve any reason for refusing to consent te any such transfer.
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File No.: X020313

Mr. Brent Tremblay Ref. No.: 0335
er. NO.:

Chief Executive Officer
Kootenay Savings Credit Union
220-1101 Dewdney Avenue
Trail, BCVIR 4T1

March 18, 2021
VIA EMAIL
Dear Mr. Tremblay:

RE: Kootenay Savings Credit Union (KSCU) and Kootenay Savings Property
Management Inc. (KSPM) - Asset Disposition

I write further to recent correspondence and discussions between Ron Johnston {(KSCU) and
Judy Mack BC Financial Services Authority (BCFSA), and the meeting between BCFSA and KSCU
staff (and their respective legal counsel) on March 16, 2020 with respect to the above noted
matter.

As we understand, in 2007 —2008 KSCU, together with East Kootenay Community Credit Union
(EKCCU), syndicated a loan to Osprey Landing Development Corp. (Osprey Landing) to fund a
residential land development project. During the same time, KSCU together with Columbia
Basin Trust (CBT) syndicated a loan to Twin River Estates Ltd. (Twin River Estates) to fund a land
development project. The Twin River Estates project started to have financial issues in 2011
and as a result KSCU was granted Order Nisi and Conduct of Sale in 2012. {By way of a separate
agreement CBT was paid out in August 2011).

The Osprey Landing project involved shared utilities service with an adjoining development
project Koocanusa Landing Group (KLG). In 2008, Osprey Landing started to develop financial
problems and in 2011 was placed into receivership. As a result of the complexity of the
syndicated loan and resulting default, in 2011 EKCCU gave administration authority to KSCU,
and a receiver loan was approved by the courts to complete the Osprey Landing project and
shared utilities service. At the same time, KLG was also experiencing financial difficulties and
was put into receivership. A dispute subsequently arose between KSCU and KLG over the costs
to complete the shared utilities service which resulted in protracted legal proceedings over the
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next several years. In 2017, KSCU reached a settlement agreement with KLG; and as well,
bought out EKCCU’s share of the syndicated loan.

In late 2018, KSCU acquired all the interest in each of Osprey Landing and Twin River Estates
which assets were merged into KSPM - a newly incorporated wholly owned subsidiary of KSCU-
created for the purpose of selling the lots for the Osprey Landing project and completing Phase
2 of the Twin River Estates project.

In 2019, KSCU began marketing the Osprey development projects, but discontinued those
efforts in 2020 as a result of the global pandemic and market turndown. Twin River Estates was
to be marketed once the plans were approved by the city of Castlegar.

Between 2017 - 2019, KSCU engaged in discussions with the staff of FICOM, later the BCFSA,
during which the above asset acquisitions by KSCU and subsequent workout structure for the
development projects were disclosed. We note from BCFSA records, that during those
discussions it was recommended by BCFSA staff that KSCU familiarize itself with s. 142 of the
Financial Institutions Act (“FIA”) which addressed specific statutory requirements pertaining to
a financial institution’s acquisition and disposition of assets.

In the documents provided to BCFSA from KSCU, we also noted that in 2017 Mr. Johnston
considered whether KSCU could obtain the shares in Osprey Landing and KSCU’s legal counsel
advised about the requisite provisions of the FIA (specifically s. 142).

The BCFSA remains committed to working with financial institutions to ensure that they are
complying with governing laws and supervisory standards.

In that regard, we draw your attention to Section 142(2) of the FIA which states:
(2) If a financial institution has acquired assets in accordance with subsection (1), it must

dispose of them within 5 years after their acquisition unless the Authority extends the time by
order made before the time expires.

We note that KSCU acquired the assets in each of the companies in or around December 2018.
The FIA, therefore, requires that KSCU (as the parent of KSPM) take all necessary steps to
dispose of the assets in KSPM within 5 years of the acquisition date, which more particularly,
will be by December 31, 2023.

The BCFSA has concerns about the drain on management attention and challenges that KSCU
will face, and is facing, in managing a land development company. We note your concerns that
given the current market conditions and the ongoing global pandemic, the ability of KSCU to
dispose of the assets may take longer than anticipated and extend past the deadline. Should
that be the case, please note that while the Authority may, under s. 142(2) extend the time for
disposition of the assets, the Authority is, nevertheless, not obligated to do so.



242

We trust that you will find the above in order. Should you have any questions, please contact
Judy Mack at Judy.Mack@bcfsa.ca or 236-455-1840.

Regards,

e

Chris Elgar
VP & Deputy Superintendent, Prudential Supervision

cc:  Mr. Ron Johnston, Chief Financial Officer
Mr. Ron Anderson, Chair, Board of Directors
Mr. Bruce LeRose, Legal Counsel
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From: Amanda Tran <Amanda.Tran@bcfsa.ca>

Sent: Wednesday, October 11, 2023 9:25 AM

To: Mark McLoughlin <mark.mcloughlin@kscu.com>; tony.leung <tony.leung@bcfsa.ca>
Subject: RE: | |EXT]] Follow up for Discussion

CAUTION: This email originated from outside of KSCU. Do not click links or open attachments unless you recognize
the senders email address and know the content is safe.

Hi Mark,
Hope you had a great long weekend.

This email is to reiterate BCFSA’s position based on our meeting on September 18, As discussed,
though we acknowledge the reasons for the request, we will not be granting an extension to Section
142(2) of the Financial Institutions Act (“FIA”) and will require the disposition of KSPM to be observed by
December 31, 2023.

Please take the necessary steps/actions to comply accordingly.

Thank you,

Amanda Tran

Senior Risk Analyst

BC Financial Services Authority
O (778) 572-5102

600-750 West Pender Street
Vancouver, B.C. | V6C 2T8
www.bcfsa.ca

BCFS~

Unless otherwise agreed expressly in writing by the author, this communication is to be treated as confidential, and the information in it may not be used or
disclosed except for the purpose for which it has been sent. Itis intended only for the use of the person to whom it is addressed. Any distribution copying or use
by anyone else is strictly prohibited. If you have received this e-mail in error, please telephone me immediately and destroy this e-mail.

From: Mark McLoughlin <mark.mcloughlin@kscu.com>

Sent: Monday, September 18, 2023 4:46 AM

To: Amanda Tran <Amanda.Tran@bcfsa.ca>; Tony Leung <Tony.Leung@bcfsa.ca>
Subject: | |EXT]|]| Follow up for Discussion

Good morning Amanda and Tony,

Trust you had a nice weekend. Again, appreciate the understanding in moving the meeting. I'm still not
ready to be back in the office but will be attending mtgs remotely for the next two days.



As requested, here are the two scenarios of the CUDIC Assessment. One with KSPM windup prior to end
of 2023, and the other without. The difference between the two is the write-off of KSPM estimated at
$1.2 million and the inclusion of $8 million in property for resale.

The forecast indicates a reduction in the CUDIC score sufficient to increase the overall assessment
amount by $139K.

Hope this assists in our conversation later this morning. If you need more time to review and would
prefer to defer the call later this week, just let me know.

Many thanks. Mark.

Mark McLoughlin

He/Him/His

President & CEO

Kootenay Savings Credit Union
220 — 1101 Dewdney Avenue
Trail BC VIR 4T1

T 250 368-2671 € 2502319933
mark.mcloughlin@kscu.com
www.kscu.com
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SHARE PURCHASE AGREEMENT

THIS AGREEMENT dated for reference the 29" day of December, 2023.
BETWEEN:

AND:

AND:

KOOTENAY SAVINGS CREDIT UNION, a credit union duly incorporated under the laws of
British Columbia and having a head office at 220-1101 Dewdney Avenue, Trail, BC, VIR 4T1

(the “Vendor™)

0997677 B.C. LTD. d.b.a. CDG ENTERPRISES, a company duly incorporated pursuant to the
laws of the Province of British Columbia, and having a registered and records office at 200-4630
Lazelle Avenue, Terrace, BC, V8G 156

(the “Purchaser”)

KS PROPERTY MANAGEMENT INC., a company duly incorporated pursuant to the laws of
the Province of British Columbia, and having a registered and records office at 302-1199 Cedar
Avenue, Trail, BC, VIR 4B8

(the “Company”)

WHEREAS:

A.

E.

The Vendor is the registered and beneficial owner of all of the issued and outstanding shares in
the capital of the Company;

The Company currently owns lands and works in two developments known as “Twin River
Estates” and “Osprey Landing” and outlined in the Schedule of Lands (the “Lands”™)

The Vendor wishes to sell, and the Purchaser wishes to purchase, the Vendor’s interest in the
Company, as more particularly set out in this Agreement;

In order to finance the development of the Lands, the Vendor and the Purchaser entered into an
Ancillary Agreement dated December 29, 2023 (the “Ancillary Agreement”), which is attached
to this Agreement as a Schedule;

The Purchaser and the Vendor have entered into this agreement to provide the assurances and
indemnities more particularly set out herein.

NOW THEREOFORE THIS AGREEMENT WITNESSES that for and in consideration of the promises,
covenants and agreements hereinafter set forth, the parties hereto agree as follows:

1.1

ARTICLE 1 DEFINITIONS AND SCHEDULES

DEFINITIONS

In this Agreement and any Schedules to this Agreement:
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“Accepted Liabilities” means the builders lien in favour of Terus Construction currently
registered against title to the Lands as B1037364, the KSCU mortgage and assignment of rents
currently registered on title to the Twin River Estates development under registration number
CA7264705 and CA7264706 respectively and the Osprey Landing development under
registration number CA7263582 and CA7263583;

“Accounting Standards” means the Accounting Standards for Private Enterprises (the “ASPE™);
“Ancillary Agreement” is as defined in Recital D to this Agreement;
“Closing” means the completion of the transactions contemplated in this Agreement;

“Closing Date” means the 31° day of December, 2023 at 11:59 p.m., or such other date as the
Purchaser and Vendor may agree to in writing;

“Company” is as defined in Recital A to this Agreement;

“Contaminants” means any contaminants, pollutants, hazardous, corrosive or toxic substances,
flammable materials, explosive materials, radioactive materials, dangerous goods, microwaves,
hazardous waste, urea formaldehyde, asbestos, noxious substances, compounds known as
chlorobiphenyls, mould, and any other substance or material the storage, manufacture, disposal,
treatment, generation, use, transport, remediation, or release of which into the environment is
prohibited, regulated, controlled, or licensed under Environmental Laws;

“Encumbrance” means any lien, claim, charge, trust deed, pledge, hypothecation, security
interest, mortgage, title retention agreement, option or encumbrance of any nature or kind
whatsoever;

“Environmental Laws” means any laws, statutes, regulations, orders, bylaws, permits or lawful
requirements of any governmental authority relating to the protection of the environment or of
human, animal, or plant health or habitat including the Environmental Management Act, S.B.C.
2003, c. 53 (British Columbia), the Canadian Environmental Protection Act, 1999 (Canada) and
the Fisheries Act (Canada);

“Financial Statements” mean the financial statements attached to this Agreement as the
Schedule of Financial Statements;

“Financial Statement Date” means the date of the Financial Statements, being the 30% day of
December, 2023,

“Lands” has the meaning set out in Recital B of this Agreement;

“Material Contracts” means those subsisting commitments, contracts, instruments, leases and
other agreements, oral or written, entered into by the Company, by which it is bound;

“Purchaser’s Conditions” means those conditions precedent in the Purchaser’s favour set out in
Section 6.1 of this Agreement;

“Purchase Price” has the meaning set out in Section 2.1 of this Agreement;

“Shareholder’s Loans” means the total aggregate indebtedness of the Company to the Vendor as
at Closing and includes any indebtedness owed by the Company to the Vendor as a result of any
payments of the debts or liabilities of the Company paid by the Vendor after Closing whether
required pursuant to the terms hereof or otherwise;

“Shares” means the issued and outstanding shares in the capital of the Company that are being
purchased and sold pursuant to this Agreement, and specifically the following shares currently

owned by the Vendor:
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100 Class “A” Shares without par value;

“Vendor’s Encumbrances” means the Encumbrances identified in the Schedule of Vendor’s
Encumbrances to this Agreement;

INTERPRETATION

For the purposes of this Agreement, except as otherwise expressly provided herein:

(a)

(b)

©

(d)

(e)

®

€y

(h)

)

(k)

M

“this Agreement” means this Agreement, including the Schedules hereto, as it may from time to
time be supplemented or amended;

all references in this Agreement to a designated Article, section, subsection, paragraph, or other
subdivision, or to a Schedule, is to the designated Article, section, subsection, paragraph or other
subdivision of or Schedule to this Agreement unless otherwise specifically stated;

the words “herein”, “hereof” and “hereunder” and other words of similar import refer to this
Agreement as a whole and not to any particular Article, clause, subclause or other subdivision or
Schedule;

the singular of any term includes the plural and vice versa and the use of any term is equally
applicable to any gender and where applicable to a body corporate;

the word “or” is not exclusive and the word “including” is not limiting (whether or not non-
limiting language such as “without limitation” or “but not limited to” or other words of similar
import are used with reference thereto);

any words used herein which are defined in the Business Corporations Act, unless otherwise
defined herein or unless there is something in the subject matter or context inconsistent therewith,
have the meanings ascribed to such words in the Business Corporations Act;

except as otherwise provided, any reference to a statute includes and is a reference to such statute
and to the regulations made pursuant thereto with all amendments made thereto and in force from
time to time, and to any statute or regulations that may be passed which have the effect of
supplementing or superseding such statute or such regulations;

where the phrase “to the best of the knowledge of” or phrases of similar import are used in this
Agreement, it shall be a requirement that the person in respect of whom the phrase is used shall
have made such due enquiries as are reasonably necessary to enable such person to make the
statement or disclosure;

the headings to the Articles and clauses of this Agreement are inserted for convenience only and
do not form a part of this Agreement and are not intended to interpret, define or limit the scope,
extent or intent of this Agreement or any provision hereof;

the parties acknowledge that this Agreement is the product of arm’s length negotiation between
the parties, each having obtained its own independent legal advice, and that this Agreement shall
be construed neither strictly for nor strictly against any party irrespective of which party was
responsible for drafting this Agreement;

unless otherwise specifically noted, all references to money in this Agreement and in the
Financial Statements are or shall be to money in lawful money of Canada. If it is necessary to
convert money from another currency to lawful money of Canada, such money shall be converted
to lawful money of Canada using the exchange rates in effect at the Closing Date.

the masculine includes the feminine and vice-versa;
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(m) any reference to a party includes and enures to the benefit of and is binding upon that party’s
heirs, executors, administrators and assigns and in the case of a corporation its successors and
assigns;

(n) any covenant, proviso, condition or agreement made by two or more persons shall be construed as
several as well as joint.

1.3 SCHEDULES

The following schedules are attached to and incorporated in this Agreement by reference and deemed to
be part of this Agreement:

(a) Schedule of Lands

b) Ancillary Agreement

(c) Schedule of Financial Statements

(d)  Schedule of Material Contracts

(e) Schedule of Vendor’s Encumbrances

t3) Schedule of Articles and Notice of Articles
ARTICLE2 PURCHASE AND SALE
2.1 PURCHASE PRICE

The Purchaser agrees to buy from the Vendor and the Vendor agrees to sell to the Purchaser, on the
Closing Date, the Shares and the Shareholder’s Loans for the aggregate sum of TEN DOLLARS ($10.00)
(the “Purchase Price”).

2.2 PAYMENT OF PURCHASE PRICE

The Purchase Price will be paid by the Purchaser by way of certified cheque or solicitor’s trust cheque to
the Vendor’s solicitor on the Closing Date in accordance with this Agreement.

2.3 PURCHASE PRICE ALLOCATION

The parties hereby agree that the Purchase Price shall be allocated:

(a) Firstly to the Shareholder’s Loans, as the same are recorded in the books and records of the
Company;
(b) Secondly, any remaining balance of the Purchase Price shall be allocated among the Shares in

accordance with the liquidation provisions contained in the Articles of the Company.
ARTICLE 3 VENDOR’S REPRESENTATIONS AND WARRANTIES
3.1 CORPORATE AND SHARE REPRESENTATIONS

The Vendor represents and warrants that:

(a) the Company is duly incorporated, validly existing, and in good standing with respect to the filing
of annual reports under the law of British Columbia, and has all necessary corporate power,
authority and capacity to own its assets and to carry on its business as presently conducted;

(b) neither the nature of the business of the Company nor the location or character of the assets
owned or leased by it requires that the Company be registered or otherwise qualified or to be in
good standing in any other jurisdiction;
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the Notice of Articles and Articles of the Company have not been amended since the date the
Company was incorporated under the laws of British Columbia other than to transition the
Company to the Business Corporations Act or otherwise as recorded in the corporate record
books of the Company, and a true copy of the Notice of Articles and Articles of the Company are
attached hereto as the Schedule of Articles and Notices of Articles;

the Company has the corporate power and capacity to own or lease its property and carry on the
business of the Company and is duly qualified to carry on business in British Columbia;

the Company carries on business in British Columbia and does not carry on any other business in
any other province or territory in Canada nor in any other country;

The authorized capital of the Company is an unlimited number of:
(i) Class A shares without par value;

{ii) Class B shares without par value;

(iii) Class C shares without par value;

(iv) Class D shares without par value;

) Class E shares without par value;

(vi) Class F shares without par value;

(vii)  Class G shares without par value;

(viii)  Class H shares without par value; and

(ix) Class I shares without par value.

the Vendor is the registered holder and beneficial owner of the Shares;

the Shares represent all of the issued and outstanding shares in the capital of the Company, are
validly issued and outstanding as fully paid and non-assessable in the capital of the Company, and
are free and clear of all Encumbrances;

since the Financial Statement Date, no dividend or other distribution on any shares in the capital
of the Company has been made, declared or authorized and the Company has neither purchased
nor redeemed nor agreed to purchase or redeem any of the Shares;

no dividends of any kind that were declared or authorized before the Financial Statement Date
remain unpaid;
the Vendor has good and sufficient right and authority to enter into this Agreement on the terms

and conditions herein and to implement this Agreement and, in particular, to transfer to the
Purchaser the legal title and beneficial ownership of the Shares free and clear of all

Encumbrances;

no one other than the Purchaser has any right, present or future, contingent or absolute, to
purchase or otherwise acquire the Shares or the Shareholder’s Loans or to require the Company to
issue any share in its capital and, in particular, there are no outstanding securities of the Company
which are convertible into shares in the capital of the Company and there are no outstanding
options on or rights to subscribe for any of the unissued shares in the capital of the Company or
options to purchase the Shares;

the directors and officers of the Company are as follows:
Directors: Brian Maroney

Ron Johnston
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Mark McLoughlin

Officer: Mark McLoughlin - President

the execution and delivery by the Vendor of this Agreement does not result in, and the
performance of the Vendor’s obligations hereunder and the completion of the transactions
contemplated hereby will not result in:

(i) the violation of any of the terms and provisions of the constating documents or
resolutions of the Company or any indenture or other agreement, written or oral, to which
either the Vendor or the Company may be a party or give any person any right to
terminate or cancel any contract or any material right enjoyed by the Company in
connection with the business of the Company;

(ii) the creation of any Encumbrance on any of the Shares, the Shareholder’s Loans or any
assets of the Company; or

(iii) the violation of any law or regulation of Canada or of any province or territory thereof,
any municipal bylaw or ordinance or any order or decree of any court or tribunal to which
any of the Vendors or the Company is subject;

no authorization, approval, order, license, permit or consent of any governmental authority,
regulatory body or court, and no registration, declaration or filing by the Vendor or the Company
with any such governmental authority, regulatory body or court is required in order for the
Vendor:

(i) to incur the obligations expressed to be incurred by the Vendor pursuant to this
Agreement;
(i) - toexecute and deliver all of the documents and instruments to be delivered by the Vendor

pursuant to this Agreement;
(i) to duly perform and observe the terms and provisions of this Agreement; and

(iii)  to render this Agreement legal, valid, binding and enforceable in accordance with its
terms;

the Company is a private issuer within the meaning of applicable securities laws and the sale of
the Shares by the Vendor to the Purchaser pursuant to the terms hereof is in compliance with
applicable securities laws;

FINANCIAL AND TAX REPRESENTATIONS

The Vendor represents and warrants that:

)

(b)

the Financial Statements were prepared on a basis consistent with generally accepted accounting
principles applied on a basis consistent with that of previous years and are true and correct in
every material respect and present fairly and accurately the assets, liabilities (accrued, absolute,
contingent or otherwise) and the financial condition and position of the Company as at the
Financial Statement Date and the revenues, earnings and results of the operations of the Company
for the period then ended;

there are no liabilities (absolute, accrued, contingent or otherwise) of the Company which are not
disclosed or reflected in the Financial Statements except absolute or accrued liabilities incurred in
the ordinary course of business since the Financial Statement Date and there have been no
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payments since the Financial Statement Date of a liability of the Company which was incurred on
or before the Financial Statement Date and not disclosed or reflected in the Financial Statements;

with the exception of the financing that the Company has agreed to incur after the Closing Date in
accordance with the Ancillary Agreement, the Company has not guaranteed, or agreed to
guarantee, or granted any indemnity in respect of, any debt, liability (accrued, absolute,
contingent or otherwise) or indebtedness or other obligation of any person, firm or corporation;

neither the Vendor nor any affiliate, officer, director or employee of the Company is now
indebted or under obligation to the Company on any account;

the Company is not indebted to the Vendor or any affiliate, director, officer or employee of the
Company except for the Shareholder’s Loans;

the Company has filed all tax returns required to be filed by it (including without limitation
income, property, sales, GST, PST, HST and corporation capital tax) on a timely basis and all
such returns are true and correct. The Company has paid and remitted all taxes which are due and
payable and has paid all assessments and reassessments and all other taxes, governmental
charges, penalties, interest and fines due and payable by the Company;

the Company has been assessed for federal and provincial taxes for all years to and including the
fiscal year ended on the Financial Statement Date, and has been assessed with respect to its return
for that year;

there are no contingent tax liabilities nor any grounds which would prompt a reassessment
including aggressive treatment of income and expenses in filing earlier tax returns for the
Company;

the Company has not made any election under Section 85 of the Income Tax Act with respect to
the acquisition or disposition of any property;

except as disclosed in writing to the Purchaser, the Company has not made any election under
Section 83 of the Income Tax Act with respect to the payment out of the capital dividend account
of the Company;

the Company has not filed with the Minister of National Revenue any agreement or form
pursuant to Section 125(3) of the Income Tax Act for the current taxation year;

the Vendor is not a “non-resident” of Canada within the meaning of s. 116 of the ncome Tax Act
(Canada);

under the provisions of the Income Tax Acts of Canada and British Columbia the Company has
been since incorporation, and is now, a Canadian controlled private corporation;

all material transactions of the Company have been promptly and properly recorded or filed in or
with its respective books and records. The minute book of the Company contains records of all
the meetings and proceedings of shareholders and directors of the Company as required by the
Business Corporations Act of British Columbia and there are no documents missing from the
minute book that if included and thereby disclosed would reasonably be expected to have a
materially adverse effect on the value of the Shares;

all accounts receivable represent enforceable debts which are due and payable to the Company
without demand or further action and there are no grounds for set off or any valid defense by the
debtors thereunder to the payment thereof;

except as disclosed in writing to the Purchaser, the Company has not:

(i) acquired or had the use of any property from a person with whom it was not dealing at
arm's length other than at fair market value;
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(D) disposed of anything to a person with whom it was not dealing at arm's length for
proceeds less than the fair market value thereof; or
(ii) discontinued carrying on any business in respect of which non-capital losses were
incurred, and any non-capital losses are not losses from property or business investment
losses;

with respect to the Shareholder Loans:

() each person comprising the Vendor has actually advanced its Shareholder Loan to the
Company;

(ii) the Vendor is lawfully entitled to be repaid the full amount of its Shareholder Loan and
holds its interest therein free of all Encumbrances;

(iii)y  the Shareholder’s Loans have no set terms of repayment, are payable on demand, and
there is no interest payable thereon;

(iv)  the Vendor has not assigned its Shareholder Loan or any right, title or interest therein to
any other person;

v) the Vendor has not made any demand for repayment of the whole or any portion of its
Shareholder Loan; and

(vi) the Vendor confirms that it has not forgiven, settled or waived any right of repayment in
respect of the whole or any portion of its shareholder loan;

PROPERTY REPRESENTATIONS

The Vendor represents and warrants that:

(@)

(®
(©)

(d

(e

®
®
(h)

except for those assets specifically identified as leased assets in the Schedule of Material
Contracts, the Company owns and has good and marketable title to and possession of all of its
assets, free and clear of all Encumbrances except the Vendor’s Encumbrances and the Company
is not in default of any term of any Vendor’s Encumbrances;

none of the Company’s assets are in the control or possession of another person;

the Company does not hold its ownership interest in any of its assets in trust for or to the benefit
of any other person;

the Company has good leasehold title in and to the assets identified as leased assets in the
Schedule of Material Contracts, subject to no Encumbrance, and the Company has not made any
default in the performance of the terms of the leases of such assets that would entitle any of the
lessors to terminate any of such leases or would render the Company liable in damages and the
Company has not assigned or encumbered any of such leases;

the Vendor does not own any assets which are used by the Company or are necessary or useful in
the conduct of the business of the Company;

the Company does not own any shares in or other securities of any other entity or person;
the Company is not a partner in any partnership;

all assets and all other plant, machinery, facilities, vehicles and equipment used by the Company
in connection with the business of the Company are fit for their respective intended use, in good
operating condition and in a good state of maintenance and repair for equipment of similar age
relative to the standards of maintenance and repair maintained by other companies carrying on
similar business in Canada;
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the Company holds all authorizations, approvals, orders, consents, licences, permits, and
operating authorities as may be required to carry on the business of the Company in the manner in
which it has heretofore been carried on and all such authorizations, approvals, orders, consents,
licences, perniits, and operating authorities are in good standing and the Company has at all times
fully complied with the terms and conditions thereof;

since its incorporation the Company has continuously maintained, and continues to maintain,
such insurance against loss on such assets and against such risks, in such amounts and to such
limits as is in accordance with prudent business practices prevailing in its business and having
regard to the location, age and character of its assets;

no insurance policy maintained now or in the past by the Company has a deductible which
exceeds $5,000.00;

the Company has fully and completely complied with all terms and conditions of all insurance
policies maintained now or in the past, including the prompt giving of notice of any claim, and
there is no valid reason that any claim by the Company against any such policy that is within the
scope of coverage afforded by such policy would be denied,

the Vendor has disclosed to the Purchaser:

() all insurance policies currently maintained by the Company, including the risks and perils
covers, limits (on an occurrence and aggregate basis), expiry dates, policy numbers, and
underwriters;

(i) all claims made against any insurance policy by the Company in the past 5 years,
including details of any such claim and whether the insurer provided coverage for such
claim;

(iiiy  all events which have occurred in the past of which the Company or the Vendor is aware
in respect of or as a result of which any person may have a claim against the Company;

the Company does not have any agreements, contracts, pension plans, profit sharing plans, bonus
plans, group insurance or similar plans, or other deferred compensation plans, or arrangements
either oral, written, or implied with employees, directors, officers, or others which are material to
the Company or which cannot be terminated without giving more than 30 days notice;

the Vendor does not have any indebtedness or liability to any person or government or agency
which might by operation of law or otherwise now or hereafter become a liability of the
Purchaser or the Company or constitute an Encumbrance upon any of the Shares, Shareholder’s
Loans or any assets of the Company;

the Company is not party to or bound by any Material Contract, whether oral or written, except
for those Material Contracts disclosed in the Schedule of Material Contracts and true and
complete copies of such Material Contracts have been provided to the Purchaser;

all Material Contracts to which the Company is a patty are valid and subsisting, in full force and
effect and unamended, no material default exists in respect thereof on the part of the Company or,
to the best of the knowledge of the Vendor, on the part of any of the other parties thereto, the
Vendor is not aware of any intention on the part of any of the other parties thereto to terminate or
materially alter any such contracts or agreements;

there are no actions, suits, judgments, investigations, proceedings or claims outstanding or
pending or, to the knowledge of either Vendor, threatened against or affecting the Company or
the business of the Company at law or in equity or before or by any federal, provincial, municipal
or other governmental department, commission, board, bureau, agency or instrumentality,
domestic or foreign;
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there are no valid grounds upon which any actions, suits, judgments, investigations, proceedings
or claims against the Company could be made or brought by any person;

the business of the Company and its property and assets comply with all applicable laws,
judgments, decrees, orders, injunctions, rules, statutes and regulations of all courts, arbitrators or
governmental authorities, including all environmental, health and safety statutes and regulations.

ENVIRONMENTAL MATTERS

The Vendor represents and warrants that:

@

(b)

©

(d)

(e)

¢y

(2

(b

the Company has been and is, and the Company’s business has been and is operated in
compliance with all applicable Environmental Laws and no condition exists or event has occurred
which, with or without notice or the passage of time or both, would constitute a violation of or
give rise to liability under any applicable Environmental Laws;

the Company has not used or permitted to be used any of its assets or facilities, whether owned,
leased, occupied, controlled or licensed or which it owned, leased, occupied, controlled or
licensed at any prior time, to generate, manufacture, process, distribute, use, treat, store, dispose
of, transport or handle any Contaminant except in compliance with applicable environmental
permits and all applicable Environmental Laws;

no building, structure or improvement or other assets located on the property of the Company,
whether owned, leased, occupied, managed, controlled or licensed is or ever has been insulated
with urea formaldehyde insulation, nor do any such buildings, structures, improvements or other

" assets contain any aluminum wiring, asbestos or PCBs;

neither the Company nor the Vendor has received any notice of, or been prosecuted for an
offence alleging violation of or non-compliance with any Environmental Law, and neither the
Company nor the Vendor has settled any allegation of violation or non-compliance short of
prosecution.

Neither the Company nor the Vendor is aware of any orders of any governmental authority
relating to environmental matters requiring any work, repairs, construction or capital expenditures
to be made with respect to the Company’s business or any property, facilities or assets (whether
currently owned, leased, occupied, controlled or licensed or owned, leased, occupied, controlled
or licensed at any time prior to the date hereof) of the Company;

except in compliance with environmental permits and all Environmental Laws, the Company has
not caused, allowed or permitted, or has any knowledge of, the release of any Contaminants into
the environment, in any manner whatsoever, or the presence of any Contaminants on, under,
around or from any of its properties, facilities or other assets (whether owned, leased, occupied,
controlled or licensed), or any property, facility or other asset which it owned, controlled,
occupied, licensed or leased at any time prior to the date hereof, or any such release or presence
on or from a property, facility or other asset owned, leased, occupied, managed, controlled or
licensed by third parties but with respect to which the Company is or may reasonably be alleged
to have liability.

All Contaminants used in whole or in part by the Company or resulting from the Company’s
business have been disposed of, treated and stored in compliance with all environmental permits
and all Environmental Laws;

the Company has not received any notice from any governmental authority or any other person
that the Company’s business or the operation of any of its property, facilities or other assets is in
violation of any Environmental Law or any environmental permit or that it is responsible (or
potentially responsible) for the clean-up of any Contaminants at, on or beneath any of its
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property, facilities or other assets (whether currently owned, leased, occupied, managed,
controlled or licensed, or owned, leased, occupied, managed, controlled or licensed at any time
prior to the date hereof), or at, on or beneath any other land or in connection with any waste or
contamination migrating to or from any of the Company’s property, facilities or other assets;

the Company is not the subject of federal, provincial, municipal or private action, suit, litigation,
arbitration proceeding, governmental proceeding, investigation or claim involving a demand for
damages or other potential liability with respect to violations of Environmental Laws or
environmental permits;

the Company has not buried, dumped, disposed of, spilled or released any Contaminants on,
beneath or adjacent to any of the Company’s property or facilities (whether owned, leased,
occupied, managed, controlled or licensed), or any other property;

no by-products of any manufacturing process employed in the operation of the Company’s
business which may be Contaminants are currently stored or otherwise located on any of the
property or facilities or other assets (whether owned, leased, occupied, managed, controlled or
licensed) of the Company in a manner prohibited by any Environmental Laws;

the Company has, in a timely manner, filed all reports required to be filed with respect to all of
the property, facilities or other assets (whether owned, leased, occupied, managed, controlled or
licensed) of the Company and has generated and maintained all required data, documentation and
records under all applicable Environmental Laws and environmental permits;

there are no underground storage tanks on or beneath any of the Company’s property, or facilities
(whether owned, leased, occupied, managed, controlled or licensed);

no Contaminants are migrating to or from any of the Company’s property, facilities or other
assets (whether owned, leased, occupied, managed, controlled or licensed);

all of the real property which the Company and its predecessors have owned, leased, occupied,
managed controlled or licensed at any time is listed on the Schedule of Material Contracts;

all contingency plans relating to matters which might adversely affect the environment or health
or safety and required by any applicable Environmental Laws or Environmental Permits are
complete and available as required under applicable Environmental Laws or environmental
permits; and

the Vendor has provided to the Purchaser true and complete copies of all environmental audits,
evaluations, assessments, studies or tests relating to the Company and its business and assets in
the possession or control of the either the Company or the Vendor.

LANDS

The Vendor represents and warrants that:

(@)

(b)

(©)

(d)

except as noted as Accepted Liabilities, no lien under the Builders Lien Act exists or is claimed
with respect to the Lands nor any part of the Lands, nor does any person have any right to claim
such a lien;

the Vendor has not received any notice of any impending or intended rezoning or expropriation of
all or any part of the Lands;

the Vendor is not aware of any information relating to the Lands which has not been disclosed to
the Purchaser which, if known, could reasonably be expected to have a materially adverse effect
on the value of the Lands;

the current use of the Lands by the Company is permitted under the existing zoning of the Lands;
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the Vendor has disclosed to the Purchaser a true and complete listing of all permits, licences, and
authorizations relating to the Lands or its operation which are in the possession or control of the
Vendor, and the Vendor watrrants that no other permits, licences or authorizations are required for
the lawful existence of all improvements on the Lands and the operation of the business of the
Company therefrom;

No improvement or installation to the Lands or any building thereon has been completed except
in accordance with applicable codes and by-laws and in a good and workmanlike manner, with all
required permits from governmental authorities having been issued and final inspections
completed and passed;

other than pursuant to those non-financial encumbrances currently registered against title to the
Lands, and any subsisting conditions, provisos, restrictions, exceptions and reservations,
including royalties, contained in the original grant or contained in any other grant or disposition
from the Crown, no person other than the Company has any right to possess or occupy all or any
part of the Lands for any reason;

the current driveways and accessways used by the Company for vehicular access to and from the
Lands nearby roadways are within the boundaries of the Lands and all access points to such roads
are permitted in accordance with all applicable laws and bylaws and all permits for such access
have been obtained and are validly issued;

there are no local improvement charges or special levies against the Lands nor has the Vendor
received any notice of any such proposed local improvement charges or special levies;

all municipal taxes, rates, levies, and assessments with respect to the Lands are paid in full and
there is no pending appeal or other proceedings in existence with respect to any such taxes, rates,
levies, and assessment;

the Lands are free and clear of all Encumbrances other than:
(i) non-financial encumbrances currently registered against title to the Lands;
(ii) the Accepted Liabilities;

(iii)  any subsisting conditions, provisos, restrictions, exceptions and reservations, including
royalties, contained in the original grant or contained in any other grant or disposition
from the Crown; and

(iv)  the Vendor’s Encumbrances to be cleared from title to the Lands on closing.

GENERAL VENDOR REPRESENTATIONS

The Vendor represents and watrrants that:

(a)

Q)

©

the Vendor does not have any specific information relating to the Company or the business of the
Company which is not generally known or which has not been disclosed to the Purchaser and
which if known could reasonably be expected to have a materially adverse effect on the value of
the Shares;

the conduct of the business of the Company does not infringe the intellectual property or
contractual rights or obligations of any person and is in accordance with any and all agreements
pursuant to which the Company has the right to use or license any third-party intellectual
property. No person has instituted or threatened any proceeding or action against the Company
alleging any infringement by the Company of the intellectual property of such person;

all filings and returns required to be filed by the Company, including in respect of WorkSafe BC
(formerly Workers’ Compensation Board), corporation capital tax returns, goods and services tax
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returns, provincial sales tax returns, and other reports and information required to be filed with
any governmental authority has been completed and filed in a timely manner as and when due;

all statements contained in any certificate or other instrument delivered by or on behalf of the
Vendor pursuant hereto or in connection with the transactions contemplated hereby shall be
deemed to be representations and warranties by the Vendor hereunder in addition to being
representations and warranties of the person providing the certificate or other instrument;

this Agreement constitutes a valid and binding obligation of the Vendor. The Vendor is not a
party to, bound by or subject to any indenture, mortgage, lease, agreement, instrument, statute,
regulation, order, judgment, decree or law which would be violated, contravened or breached by,
or under which any default would occur as a result of, the execution and delivery by the Vendor
of this Agreement or the performance by the Vendor of any of the terms hereof;

none of the Vendor’s representations, warranties or statements contained in this Agreement
contain any untrue statement of fact or omit to state any fact necessary in order to make any such
representations, warranties or statements not misleading, and all information relating to the
Company which is known or would, on reasonable enquiry, be known to the Vendor and which
may be material to a purchase for the value of the Shares has been disclosed in writing to the
Purchaser;

the Company is not, and has never been, in breach of any law, ordinance, statute, regulation,
bylaw, order, decree, covenant, restriction, plan or permit to which it is subject or which applies
to it and the uses to which the assets of the Company have been put are not in breach of any law,
ordinance, statute, regulation, bylaw, order, decree, covenant, restriction, plan or permit,
including without limitation all Environmental Laws. For greater certainty, the assets of the
Company have not been used in a manner which does or will give rise to any obligation of
restoration or removal or any liability for the costs of restoration or removal or for the payment of
damages to any third party. There are no underground storage tanks on any of the lands or
leasehold properties which form part of the assets of the Company, nor is there located on or in
them any Contaminants.

ARTICLE 4 PURCHASER’S REPRESENTATIONS AND WARRANTIES
PURCHASER’S REPRESENTATIONS AND WARRANTIES

The Purchaser represents and warrants that:

(@

(b)

(©
(d

the Purchaser is a corporation duly incorporated under the Business Corporations Act of British
Columbia, is not a reporting company, and is a valid and subsisting company in good standing
with respect to the filing of annual reports with the Office of the Registrar of Companies of
British Columbia;

neither the making of this Agreement, the completion of the transactions contemplated by it, nor
the performance of or compliance with its terms will violate the Notice of Articles or Articles of
the Purchaser or any agreement to which the Purchaser is a party, and will not result in the
creation or imposition of any Encumbrance or restriction of any nature in favour of a third party
upon or against the assets of the Company or the Shares or the violation of any law or regulation
of Canada or of any province or territory of Canada, any municipal bylaw or ordinance or any
order or decree of any court or tribunal to which the Purchaser is subject which could prevent the
due and valid transfer of the Shares as provided in this Agreement;

the Purchaser is not a non-Canadian as that term is defined in the Investment Canada Act; and

the Purchaser has due and sufficient right and authority to enter into this Agreement on the terms
and conditions set forth in this Agreement and to perform its obligations under this Agreement.
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ARTICLE S COVENANTS OF THE VENDOR
INTERIM MANAGEMENT OF THE COMPANY - POSITIVE COVENANTS

The Vendor will:

(a)

5.2

from and after the execution of this Agreement to the Closing Date, cause the Company to:

(1) carry on the business of the Company in the ordinary course, in a prudent, businesslike
and efficient manner and substantially in accordance with the procedures and practices in
effect on the date of this Agreement;

(ii) maintain insurance on the assets of the Company as they are insured on the date of this
Agreement;

(iii) maintain insurance with respect to such risks, losses, and perils as is maintained as of the
date of this Agreement;

(iv) use all reasonable efforts to preserve and maintain the goodwill of the business of the
Company;

(v) do all necessary repairs and maintenance to the assets of the Company and take
reasonable care to protect and safeguard those assets;

(vi) permit representatives of the Purchaser full access to its property, assets, business
locations (and the Vendor will, if requested by the Purchaser, tour such locations with the
Purchaser prior to the Closing Date), and books and records including financial
statements and records, contracts and agreements, minute books and share registers and
to give the Purchaser and its representatives such information with respect thereto as may
be reasonably required to permit the Purchaser to assess the business of the Company,
including the profitability of the business, so as to determine the viability of the purchase
of the Shares and Shareholder’s Loans by the Purchaser. The provisions of this Section
5.1(a)(vi) are without prejudice to the warranties and representations of the Vendor set
forth in Section 3.1 of this Agreement and the conditions in favour of the Purchaser set
forth in Section 6.1 of this Agreement;

TITLE AND APPROVALS

The Vendor will, both before and after the Closing Date:

@

(b)

5.3

do such acts and things and execute such instruments and documents as may be necessary or
desirable to vest good and marketable title in the Purchaser to the Shares and Shareholder’s
Loans, free and clear of all Encumbrances, equities or claims of every nature and kind,
whatsoever;

use all reasonable efforts to assist the Purchaser in obtaining from all appropriate federal,
provincial, state, municipal and other governmental or administrative bodies and all other persons
(including but not limited to landlords, lessors and franchisors, as applicable) all such approvals
and consents in form and terms satisfactory to counsel for the Purchaser as are necessary or
required in order to permit the sale, transfer and assignment of the Shares and Shareholder’s
Loans to the Purchaser.

FILE TAX RETURNS

The Vendor will as of the Closing Date, and on behalf of the Company:

(a)

cause all federal and provincial income tax returns and other returns for the fiscal year end of the
Company ending on the Closing Date to be completed accurately and correctly in all respects and
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all other reports and information required to be filed with all applicable government authorities,
agencies or regulatory bodies shall be filed accurately and correctly in all respects, and copies of
all such filings, returns or forms shall be provided to the Purchaser; and

(b) pay all taxes, including all federal, provincial and local taxes, assessments or other imposts in
respect of its income, business, assets or property, and all interest and penalties thereon with
respect to the Company for the fiscal year end of the Company ending on the Closing Date.

5.4 PREPARE CLOSING DATE FINANCIAL STATEMENTS

The Vendor will, within 90 days of the Closing Date, cause the Company’s accountants to prepare
financial statements for the Company as at the fiscal period ended on the Closing Date, which such
statements shall be prepared in accordance with generally accepted accounting principles applied on a
basis consistent with that of previous years. The Vendor shall bear the cost of preparing the said financial
statements and shall provide the Purchaser with a copy of the same, while the Purchaser shall bear the
cost of its own accounting advice to the extent that the Purchaser may wish to have its accountants work
with the Vendor’s accountants in respect of such matters;

5.5 NEGATIVE COVENANTS

From the date of this Agreement to the Closing Date, the Vendor will not permit the Company, without
the prior consent in writing of the Purchaser, to:

(a) purchase or sell, consume or otherwise dispose of any of its assets except in the ordinary course
of business;

(b) enter into any contract or assume or incur any liability except in the ordinary course of business
and which is not material;

(©) settle any account receivable of a material nature at less than face value net of the reserve for that
account;

(d) waive or surrender any material right;

(e) discharge, satisfy or pay any Encumbrance, obligation or liability except in the ordinary course of
business;

® make any capital expenditure or commitment for any capital expenditure;

(2) declare dividends or repay any shareholder loans;

h) increase the wages or remuneration payable to any person, other than in the ordinary course of

business; or

6] declare any bonuses payable to any person, other than in the ordinary course of business.

5.6 RELEASE OF COMPANY ON CLOSING

The Vendor acknowledges, covenants and agrees with the Purchaser and the Company that, with the
exception of claims arising from the terms of this Agreement or any document or agreement delivered
pursuant to the terms hereof, from and after the Closing Date the Purchaser and the Company shall stand
wholly released and discharged by the Vendor from any and all claims, suits, demands, indemnities,
actions or causes of action whatsoever, known or unknown, that the Vendor may have now or at any time
in the future in respect of any matter arising or existing at any time up to or prior to the Closing Date.

5.7 REPRESENTATIONS AND WARRANTIES TRUE ON CLOSING

The Vendor covenants that all of its representations and warranties contained herein shall be true,
accurate and not misleading on the Closing Date as if they had been made on that date.
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ARTICLE 6 CONDITIONS
6.1 PURCHASER’S CONDITIONS

The obligations of the Purchaser under this Agreement are subject to the following conditions for the
exclusive benefit of the Purchaser (the “Purchaser’s Conditions™) being waived by the Purchaser on or
before the Closing Date:

(a) the Purchaser will have made all considerations, investigations, inquiries, and other due diligence
in respect of the Company and the business of the Company and the Purchaser’s intended
purchase thereof, and found the results thereof to be acceptable in its sole and unfettered
discretion;

) the representations and warranties of the Vendors contained in this Agreement will be true and
correct in every material particular on the Closing Date as if such warranties and representations
had been made by the Vendor on the Closing Date;

(c) the Vendors will have complied with all covenants and agreements in this Agreement agreed to
be performed or caused to be performed by them on or before the Closing Date;

(d) no material loss or destruction of or damage to any of the assets of the Company will have
occurred between the date of this Agreement and the Closing Date;

(e) no action or proceeding will be pending or threatened by any person, company, firm,
governmental authority, regulatory body or agency to enjoin or prohibit:

() the purchase and sale of the Shares contemplated by this Agreement or the right of the
Purchaser to own the Shares; or

(ii) the right of the Company to conduct its operations and carry on the business of the
Company in the ordinary course as the business of the Company and its operations have
been carried on in the past;

6.2 NON WAIVER OF PURCHASER’S CONDITIONS

If any of the Purchaser’s Conditions are not waived or declared satisfied on or before the such date as
may be specified in this Agreement, the Purchaser may rescind this Agreement by notice in writing to the
Vendors, in which event this Agreement will be terminated, lapsed and determined and be of no further
force and effect save as to those provisions taking effect on termination or stated to survive termination.

6.3 VENDOR’S ACCEPTANCE IRREVOCABLE

The Vendor acknowledges that in consideration of all good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, the Vendor will not revoke its agreement hereto while this
Agreement remains subject to the Purchaser’s Conditions.

ARTICLE 7 INDEMNITIES
7.1 INDEMNITY OF VENDOR

The Vendor covenants and agrees to indemnify and save harmless the Company and the Purchaser from
any claims, demands, loss, damages, liabilities (including without limitation tax liability), costs (including
without limitation legal costs on a solicitor and own client basis) and expenses suffered or incurred by the
Company or the Purchaser directly or indirectly as a result of or arising out of any breach of any
representation, warranty, covenant or agreement of the Vendor contained in the Agreement or any
document or certificate delivered pursuant hereto (“Purchaser’s Losses”). Without limiting any other
right or remedy of the Purchaser, whether in law or in equity, the Purchaser may deduct and set off from
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any unpaid portion of the Purchase Price the entire amount of any Purchaser’s Losses, without regard to
any thresholds or restrictions set out above.

7.2 RELIANCE OF PURCHASER

The Vendor acknowledges and agrees that the Purchaser has entered into this Agreement relying on the
warranties and representations and other terms and conditions of this Agreement and that no information
which is known or which may hereafter become known to the Purchaser, and no waiver of any condition
in the Purchaser’s favour, shall limit or extinguish the right to indemnity set out in Section 7.1 of this
Agreement.

7.3 INDEMNITY OF PURCHASER

The Purchaser covenants and agrees to indemnify and save harmless the Vendor from any claims,
demands, loss, damages, liabilities, costs (including without limitation legal costs on a solicitor and own
client basis) and expenses suffered or incurred by the Vendor directly or indirectly as a result of or arising
out of any breach of any representation, warranty, covenant or agreement of the Purchaser contained in
the Agreement or any document or certificate delivered pursuant hereto.

7.4 RELIANCE OF VENDOR

The Purchaser acknowledges and agrees that the Vendor has entered into this Agreement relying on the
warranties and representations and other terms and conditions of this Agreement and that no information
which is known or which may hereafter become known to the Vendor, and no waiver of any condition in
the Vendor’s favour, shall limit or extinguish the right to indemnity set out in Secticn 7.3 of this
Agreement.

ARTICLE S8 CLOSING PROCEDURE
8.1 CLOSING

The Closing will take place on the Closing Date as follows:

(a) On the Closing Date or as soon as practicable thereafter, the Vendor shall or shall cause to be
delivered to the Purchaser’s solicitor the following items, duly executed as applicable, on the
Purchaser’s solicitor’s undertaking not to release or otherwise deal with the same unless and until
the items referred to in Section 8.1(a)(i) hereof have been delivered to the Vendor’s solicitor:

Q) those share certificates representing the Shares, duly endorsed for transfer to the
Purchaser;

(ii) resolutions of the directors of the Company authorizing the transfer of the Shares and the
registration of the same in the names of the Purchaser;

(iii) share certificates in the names of the Purchaser, representing the Shares;

(iv) all books, records, books of account, list of suppliers and customers of the Company and
all other documents, files, records and other data, financial or otherwise, relating to the
Company or the business of the Company;

) the Company’s seal, if any;

(vi) resignations of all directors and officers of the Company;
(vii)  an assignment of the Shareholder’s Loans;

(viii)  a duly executed copy of the Ancillary Agreement;

(ix) a release of the Company by the Vendor in a form required by the Purchaser;
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a certificate of the President of the Vendor in the form required by the Purchaser’s
Solicitor, acting reasonably, confirming that all representations and warranties of the
Vendor are true as of the Closing Date and that all covenants of the Vendor have been
fulfilled,

the opinion of the Vendoi’s solicitor in a form required by the Purchaser’s solicitor,
acting reasonably, that:

(A) the Vendor and the Company:

) are duly incorporated pursuant to and exist under the laws of British
Columbia;

2) have filed all required annual reports with the Registrar of Companies;
and

3) have the power and authority to enter into this Agreement and all further

documents contemplated hereby;

(B) the Shares have been validly issued by the Company and are fully paid and non-
assessable;

©) all corporate action and proceedings required to transfer the Shares to the
Purchaser have been taken;

(D) this Agreement has been duly authorized, executed and delivered by the
Company;

(E) this Agreement and all documents delivered by the Vendor pursuant to this
Agreement have been duly authorized, executed and delivered,

such other documents or instruments as the Purchaser’s solicitor may require, acting
reasonably;

On the Closing Date but after delivery to the Purchaser’s solicitor of the items listed in Section
8.1(a) of this Agreement, the Purchaser shall or shall cause to be delivered to the Vendor’s
solicitor the following items, duly executed as applicable,:

(1

(i)
(iii)
(iv)

a solicitor’s trust cheque payable to the Vendor for the Purchase Price;

resolutions of the directors of the Purchaser authorizing the transfer of the Shares and the
registration of the same in the name of the Purchaser;

a duly executed copy of the Ancillary Agreement; and,

such other documents or instruments as the Vendor’s solicitor may require, acting
reasonably.

TIME OF EFFECTIVE CLOSING

The purchase and sale of the Shares, assignment of Shareholder Loans, and other transactions
contemplated hereby shall, unless stated herein to the contrary, be deemed to have occurred as at 11:59
p.m. on the Closing Date, and the Purchaser shall have all rights and benefits resulting therefrom as of
such time.
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ARTICLE 9 GENERAL PROVISIONS
9.1 SURVIVAL OF REPRESENTATIONS AND WARRANTIES

The representations and warranties of the Vendor shall survive the Closing and, notwithstanding the
Closing and the payment of the Purchase Price, notwithstanding any investigations or enquiries made by
the Purchaser prior to the Closing and notwithstanding the waiver of any condition by the Purchaser, the
representations, warranties, covenants and agreements of the Vendor shall (except where otherwise
specifically provided in this Agreement) survive the Closing and shall continue in full force and effect.

9.2 TIME OF THE ESSENCE

Time shall be of the essence of this Agreement.

9.3 ENTIRE AGREEMENT

With the exception of the Ancillary Agreement, this Agreement contains the whole agreement between
the Vendor and Purchaser in respect of the purchase and sale herein contemplated and there are no
warranties, representations, terms, conditions or collateral agreements, express, implied or statutory, other
than expressly set forth in this Agreement.

9.4 NOTICE

Any notice required or permitted to be given under this Agreement shall be in writing and may be given
by delivering same or by mailing same by registered mail to the part to whom the notice is to be given at
the address first noted above, or at such other address as any part shall, in writing, have specified to the
other. Any notice shall, if delivered, be deemed to have been given at the time of delivery or, if mailed,
will be deemed to have been given on the third day following the date which it was so mailed. If the
notice is mailed, should there be, at the time of mailing or between the time of mailing and the actual
receipt of notice, a mail strike, slowdown or other labour dispute which might affect the delivery of the
notice by mail, then such notice shall only be effective if actually delivered.

9.5 SEVERABILITY

If any provision of this Agreement is determined to be invalid or unenforceable in whole or in part, such
invalidity or unenforceability will attach only to such provision or part thereof, and the remaining part of
such provision and all other provisions hereof will continue in full force and effect.

9.6 FURTHER ASSURANCES

Each of the parties will execute and deliver such further documents and instruments and do such acts and
things as may, before or after the Closing Date, be reasonably required by another party to carry out the
intent and meaning of this Agreement.

9.7 PROPER LAW

This Agreement will be construed and enforced in accordance with, and the rights of the parties shall be
governed by, the law of British Columbia.

9.8 BENEFIT AND BINDING NATURE OF AGREEMENT

This agreement shall enure to the benefit of and is binding upon the parties and their respective successors
and permitted assigns.

9.9 AMENDMENTS AND WAIVER

No modification of or amendment to this Agreement will be valid or binding unless set forth in writing
and duly executed by both of the parties and no waiver of any breach of any term or provision of this
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Agreement will be effective or binding unless made in writing and signed by the party purporting to give
the same, and unless otherwise provided, will be limited to the specific breach waived.

9.10 COUNTERPART EXECUTION AND DELIVERY

This Agreement may be executed and delivered by any one or more of the parties by facsimile or e-mail,
and any copy of this Agreement so executed and delivered shall be as effective as an original and deemed
for all purposes to be validly executed and delivered.

This Agreement may be executed by the parties in separate counterparts each of which when so executed
and delivered shall be an original, but all such counterparts shall together constitute one and the same
instrument.

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

KOOTENAY SAVINGS CREDIT UNION

5 DocuSigned by:
DocuSigned by: é
Per: [ %)VL\ CAOOEDHMEBBQM 0.

4E014D3NTRIAA28

Authorized Signatory Mark McLoughlin Ron Johnston

0997677 B.C. LTD. d.b.a. CDG ENTERPRISES

DocuSigned by:
Per: ’ \/“/‘\

BBCESASD

Authorized Signatory

KS PROPERTY MANAGEMENT INC. bocusigned by

DocuSigned by: /%
7 oy T2 ADOED704E8B9410...

Per: :

BLE
Authorized Signatory Brian Moroney

Ron Johnston
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SCHEDULE OF LANDS
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SCHEDULE OF FINANCIAL STATEMENTS
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SCHEDULE OF MATERIAL CONTRACTS

[attach contracts with buyers]
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SCHEDULE OF VENDOR’S ENCUMBRANCES
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SCHEDULE OF ARTICLES AND NOTICE OF ARTICLES
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ANCILLARY AGREEMENT

THIS AGREEMENT (the “Agreement”) is dated for reference the °t"_ day of Pecember »3933

BETWEEN:
KOOTENAY SAVINGS CREDIT UNION
a credit union duly incorporated under the laws of British Columbia and having a head
office at 220-1101 Dewdney Avenue, Trail, BC, VIR 4T
(“KSCU”)
AND:
0997677 BC LTD. d.b.a. CDG ENTERPRISES
a company duly incorporated under the laws of British Columbia and having a head office
at 16-2550 Acland Road, Kelowna, BC, V1X 7L4
(‘CCDG‘)?)
WHEREAS:
A. KSCU is the legal and beneficial owner of all the issue and outstanding shares of KS Property
Management [nc.(“KSPM”).
B. KSPM currently owns lands and works in two developments known as “Twin River Estates”

(hereinafter “Twin River”) and “Osprey Landing” (hereinafter “Osprey”). The lands for each
development are outlined in Schedule A hereto.

C. Under a separate agreement, CDG will, on or before December 31%, 2023, purchase all the issued
and outstanding shares of KSPM (the “Purchase Agreement”) for the purpose of acquiring the
Twin River and Osprey developments (collectively, the “Developments™),

D. KSCU and CDG (collectively the “Parties” individually a “Party”) wish to enter into this
agreement to outline certain ancillary issues, terms, and agreements relating to the Purchase
Agreement.

NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of the covenants
contained in this Agreement and other good and valuable consideration, the receipt and sufficiency of
which is hereby acknowledged by all Parties, the Parties agree as follows:

1. Purchase of KSPM shares. CDG will, on or before December 31%, 2023, purchase all the
issued and outstanding shares of KSPM for an amount of $10.00.

2. Financing. In order to secure some of the covenants and obligations under this Agreement
the Parties agree as follows:
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a. Concurrent with the completion of the Purchase Agreement, KSPM will provide to KSCU
a promissory note in the amount of $15,583,749.00; (the “Promissory Note™) in place of
the related-party balance.

b. The Parties, on or before December 31%, 2024, agree to arrange and execute any
additional lending documents as may be required by KSCU acting reasonably in order to
more fully secure itself for the transactions contemplated herein at an interest rate of 1%.

c. The first $2,000,000.00 of gross sales of the Developments will remain the property of
KSPM. Upon the sale of any lot in the Developments after the initial $2,000,000.00, 80%
of the net sale proceeds, will be payable directly onto the principal of the Promissory
Note. The remaining 20% of the net sale proceeds will remain the property of KSPM.

d. KSCU will provide a line of credit, or other agreeable credit facility to CDG at rates and
on terms agreeable to the Parties and subject to qualification.

e. KSCU will offer competitive financing on sales of the lots of the Developments to
qualified contractors to be capped at a 4% interest rate but subject to any other terms and
conditions deemed necessary or advisable by KSCU and CDG or KSPM may advise
potential purchasers of same.

f. KSCU will offer competitive construction financing for qualified residential home
purchasers at KSCU’s best 5-year rate at the time of buyers application to KSCU and
CDG or KSPM may advise potential purchasers of same. KSCU makes no representation
whether the best 5-year rate at the time of application will be fixed or variable.

3. Liabilities. CDG acknowledges and agrees that KSPM will be solely responsible for payment
of any and all liabilities as they relate to the Developments including, but not limited to, work
orders, issued but unpaid invoices, further invoices, taxes (including but not limited to
municipal, federal, GST and PST), WorkSafe, court actions, or any other liabilities that have
arisen or may arise whether known or unknown to the Parties (collectively the “Liabilities”) and
that these Liabilities (if any) will survive the completion of the Purchase Agreement.

CDG shall not be held liable for any obligations, debts, or liabilities of KSPM beyond the fair
market value of the assets held by KSPM. In the event of any claims, liabilities or obligations
exceeding the fair market value of KSPM’s assets, CDG’s liability shall be limited to and shall
not exceed such fair market value. This limitation on liability applies irrespective of the nature
or origin of the claims and shall survive the termination of any agreements or relationships
between CDG and KSPM or CDG and KSCU.

4. FEquity Allocation. In the event that upon completion of the Purchase Agreement there is
negative equity in KSPM, that negative equity will remain with KSCU and may be used or
allocated at the sole discretion of KSCU and for KSCU’s sole benefit.

5. Development Costs. KSCU agrees that KSPM will pay for all final development costs of the
Twin River Development.

6. Overhead Costs. KSPM and/or CDG will be responsible for all day-to-day operation and
overhead costs.
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7. Investment in CDG In order to allow KSCU to share in the potential profits of the
Developments, KSCU agrees to invest in CDG and CDG agrees accept that investment upon
the following terms and conditions:

a. KSCU will invest $1,500,000.00 into CDG. (the “Investment”) concurrently with or
within a reasonable amount of time after the completion of the Purchase Agreement.

b. Upon Investment CDG will issue common shares in CDG to KSCU (up to a maximum
of 9.99% of the value of CDG) (the “CDG Shares”). In the event that the Investment
would purchase more than 9.99% of CDG then the remainder of the Investment will be a
shareholder loan, preferred shares, bonds, or such other instrument or otherwise as may
be determined by CDG in its sole discretion.

c. Inaddition to the Investment, KSCU may invest up to an additional $500,000 at any time
(the “Additional Investment”), from time to time, upon providing written notice to CDG
and agreement by majority of shareholders in CDG.

8. [Exit Strategy. Upon all lots in the Developments being sold by KSPM; KSCU being satisfied
in its sole discretion on its return on the Investment or Additional Investment; or upon the
Promissory Note being paid in full (whichever occurs first), then KSCU may demand that CDG
re-purchase some or all of the CDG Shares issued to KSCU, which must be approved by the
majority of the shareholders of CDG. Upon approval by the majority of the shareholders of
CDG, CDG will forthwith repurchase the number of shares requested by KSCU in its sole
discretion.

9. Acknowledgments. CDG acknowledges and agrees that it has been integral part of the Twin
River development, that it has current and actual knowledge of the Twin River development and
that it is aware of the history of the Twin River development, including all the actual and
potential liabilities (if any) associated with the Twin River development. CDG is aware of the
actions required to complete the Twin River development, accepts responsibility to complete
those actions, and agrees to use reasonable efforts to complete the Twin River development.

KSCU acknowledges and agrees that it will disclose any known issues with the Osprey
development to CDG prior to completing the Purchase Agreement.

KSCU acknowledges receipt of CDG’s plan for operational activities for both CDG and KSPM
over the next three years. KSCU further acknowledges its acceptance of the strategic direction
outlined therein.

The Parties acknowledge and agree that the KSCU mortgage and assignment of rents currently
registered on title to the Twin River Development under registration number CA7264705 and
CA7264706 respectively and to the Osprey Development under registration number
CA7263582 and CA7263583 respectively will remain on title to those Developments after
completion of the Purchase Agreement (but subject to paragraph 2(b) herein) as security for the
Promissory Note.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

Assignment. The Parties hereto acknowledge that this Ancillary Agreement is personal to the
Parties and may not be assigned by either Party without the prior written consent of the other
Party and that consent may be unreasonably withheld.

Termination. The Parties acknowledge and agree that this Ancillary Agreement is predicated
upon the Purchase Agreement and that if the Purchase Agreement should terminate for any
reason then this Ancillary Agreement will terminate forthwith.

Choice of Law. This Ancillary Agreement will be governed by, and construed in accordance
with, the laws of the Province of British Columbia and the parties submit to the exclusive
jurisdiction of the Courts of the Province of British Columbia.

Entire Agreement. This Ancillary Agreement constitutes the sole and entire agreement of the
Parties with respect to the subject matters herein described, and supersedes all prior and
contemporaneous understandings, agreements, representations, and warranties, both written and
oral, with respect to subject matters.

Corporation Acknowledgments. The Parties hereto acknowledge and represent that they have
corporate power necessary to enter into this Ancillary Agreement and to perform all of the terms
and conditions outlined herein.

Enurement

This Ancillary Agreement will enure to the benefit of and be binding upon the parties and their
respective successors, and permitted assigns.

Counterparts

This Ancillary Agreement may be executed in any number of counterparts, each of which when
so executed will be deemed to be an original and such counterparts together will constitute one
and the same agreement.

Notices

All notices which may or are required to be given herein or pursuant to this Ancillary Agreement
will be delivered to the respective addresses set out above or to such other address as any of the
parties may designate in writing.

Severability

{04602658;1}
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If any covenant, obligation or provision contained in this Ancillary Agreement will be invalid
or unenforceable, the remainder of this Ancillary Agreement will not be affected thereby and
each covenant, obligation or provision of this Ancillary Agreement will separately be valid and
enforceable to the fullest extent permitted by law.

DISCLOSURES
We are making the assumption that the $15.5M prom note is the total amount owing to KSCU
as of the purchase date and all other receivables as of the purchase date will be property of
KSPM.
We acknowledge our (the management team) involvement with the Twin Rivers Development
for the last 3 years. Our fiduciary duty is to act in the best interest of the current and future
shareholders of CDG Enterprises. We acknowledge the future shareholders are represented on
different sides of this purchase agreement.
We acknowledge that the share structure of CDG Enterprises is subject to change, without
notice, before or after the date of sale.
The management team will be assuming a position of control in CDG Enterprises, allowing
current shareholders to be bought out in the means of cash or land at fair market value in either
if the Developments to support a healthy cash flow required to maintain operations. The buyout
value of each shareholder will be determined by CDG’s accounting team and will be agreed
upon by CDG’s current shareholders.
The Management Company will charge an Admin Fee at a rate of 5% of the selling price for
facilitating the sale of each lot.
The first $2,000,000 received by KSPM under paragraph 2(c) will pay CDG Enterprises first
to cover any remaining costs to complete the development of Twin Rivers. Our current estimate
to complete the development is $1,597,233.62.

IN WITNESS WHEREOF the parties have executed this Agreement as at the ?ffl‘day of Decembef

2023.

0997677 BC Ltd. d.b.a CDG Enterprises per its authorized signatory(ies):

[\/_/\:;‘jus‘gm
EAARNAQAE4R]

Lyle Salekin

{04602658;1}
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Kootenay Savings Credit Union per its authorized signatory(ies):

DocuSigned by:

e A OERTOMESBSH0T

Ron Johnston

DocuSigned by:

2
BCEASB7004FB498 .

Brian Moroney

E4F0140301B‘1A428...

Mark McLoughlin

SCHEDULE A
LIST OF DEVELOPMENT PROPERTY

Osprey —

Osprey
Landing

1 028-270-428
2 028-270-436
3 028-270-444
4 028-270-452
5 028-270-461

104602658;1}



DocusSign Envelope ID: 585C3B04-6145-4303-B5A3-891B8EO05DAF

12 028-270-533
44 028-270-860
45 028-270-878
46 028-270-886
47 028-270-894
48 028-270-908
50 028-270-924
55 028-270-975
56 028-270-983
57 028-270-991
58 028-271-009
59 028-271-017
60 028-271-025
61 028-271-033
62 028-271-041
65 028-271-076
72 028-271-149
75 028-271-173
76 028-271-181
80 028-271-220

(046026581}
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Twin Rivers
O PID 014-793-512 Lot 1, District Lot 4598, Kootenay District, Plan 4520, except Plans 7849
and NEP87626
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This is Exhibit “M” referred to in the Affidavit of
Brian Moroney sworn before me at /241 C ,
British Columbia on September /0 , 2024.

A Commissior}fr ofPa{ms for Bri/tiﬁ Columbia

282



DocuSign Envelope ID: EC7D036F-23E5-485F-A175-28770A3557A8

3

SHAREHOLDER LOAN AGREEMENT

THIS SHAREHOLDER LOAN AGREEMENT (the “Agreement”) is dated for reference the 29th day
of February, 2024.

BETWEEN:

KOOTENAY SAVINGS CREDIT UNION
a credit union duly incorporated under the laws of British Columbia and having a head
office at 220-1101 Dewdney Avenue, Trail, BC, VIR 4T1

(“KSCU™»)
AND:
0997677 BC LTD. d.b.a. CDG ENTERPRISES
a company duly incorporated under the laws of British Columbia and having a head office
at 16-2550 Acland Road, Kelowna, BC, V1X 7L4
(“CDG‘)?)
WHEREAS:
A. On or about December 31, 2023 KSCU and CDG entered into an Ancillary Agreement whereby
KSCU agreed to invest certain monies into CDG.
B. As at the date of this Agreement some of the particulars of the Investment (as defined in the
Ancillary Agreement) have yet to be ascertained.
C. KSCU still desires to make, and CDG desires to receive, the Investment.
D. KSCU and CDG (collectively the “Parties” individually a “Party”) wish to enter into this

agreement to get the Investment to CDG in as timely a fashion as possible and on the terms and
conditions of this Agreement.

NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of KSCU providing
the Investment to CDG and the covenants contained in this Agreement and other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged by all Parties, the Parties

agree as follows:

1.

Loan Amount & Interest. KSCU promises to loan One Million Five Hundred Thousand
Dollars (§1,500,000.00) CAD to CDG (the “Loan”) and CDG promise to repay this principal
amount to KSCU at such place and time as may be providing in writing by KSCU, with interest
payable on the unpaid principal at the rate of 4% per annum, calculated yearly not in advance.

Payment.  The Loan is repayable in full on or before March 1%, 2025 (the “Term”). At any
time while not in default under this Agreement, CDG has the right to pay all or any money
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10.

owing under this Agreement to KSCU without bonus or penalty or convert the Loan amount to
shares as outlined in section 3.

Conversion of Loan to Shares. At any time the Parties hereto agree that the amount or any
amount outstanding on the Loan during or at the end of the Term may be converted to investment
shares or acceptable alternative that is non-voting and participates in a dividend or yield of CDG
where that investment will be valued equal to the amount then outstanding on the Loan. At no
time however will the conversion of the Loan to shares be contemplated or allowed where said
conversion would put KSCU’s ownership stake in CDG above 9.00%.

Choice of Law. This Agreement will be governed by, and construed in accordance with, the
laws of the Province of British Columbia and the parties submit to the exclusive jurisdiction of
the Courts of the Province of British Columbia.

Entire Agreement. This Agreement constitutes the sole and entire agreement of the Parties
with respect to the subject matters herein described, and supersedes all prior and
contemporaneous understandings, agreements, representations, and warranties, both written and
oral, with respect to subject matters.

Corporation Acknowledgments. The Parties hereto acknowledge and represent that they have
corporate power necessary to enter into this Agreement and to perform all of the terms and
conditions outlined herein.

Enurement

This Agreement will enure to the benefit of and be binding upon the parties and their respective
successors and permitted assigns.

Counterparts

This Agreement may be executed in any number of counterparts, each of which when so
executed will be deemed to be an original and such counterparts together will constitute one and
the same agreement.

Notices

All notices which may or are required to be given herein or pursuant to this Agreement will be
delivered to the respective addresses set out above or to such other address as any of the parties
may designate in writing.

Severability

If any covenant, obligation or provision contained in this Agreement will be invalid or
unenforceable, the remainder of this Agreement will not be affected thereby and each covenant,
obligation or provision of this Agreement will separately be valid and enforceable to the fullest

extent permitted by law.
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IN WITNESS WHEREOF the parties have executed this Agreement as at the 29th day of February,
2024.

0997677 BC Ltd. d.b.a CDG Enterprises per its authorized signatory(ies):

hristijnne-Hossmann

Kootenay Savings Credit Union per its authorized signatory(ies):

EnocuSlgned by:
e AQOED704EARO410)

Ron Johnston

Brian Moroney
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From time to time, Kootenay Savings Credit Union (we, us or Company) may be required by law
to provide to you certain written notices or disclosures. Described below are the terms and
conditions for providing to you such notices and disclosures electronically through your
DocuSign, Inc. (DocuSign) Express user account. Please read the information below carefully
and thoroughly, and if you can access this information electronically to your satisfaction and
agree to these terms and conditions, please confirm your agreement by clicking the 'l agree'
button at the bottom of this document.

Getting paper copies

At any time, you may request from us a paper copy of any record provided or made available
electronically to you by us. For such copies, as long as you are an authorized user of the
DocuSign system you will have the ability to download and print any documents we send to you
through your DocuSign user account for a limited period of time after such documents are first
sent to you. After such time, if you wish to view your documents you may do so by logging into
your personal account at www.KSCU.com.

Withdrawing your consent

If you decide to receive notices and disclosures from us electronically, you may at any time
change your mind and tell us that thereafter you want to receive required notices and disclosures
only in paper format. How you must inform us of your decision to receive future notices and
disclosure in paper format and withdraw your consent to receive notices and disclosures
electronically is described below.

Consequences of changing your mind

If you elect to receive required notices and disclosures only in paper format, it will slow the
speed at which we can complete certain steps in transactions with you and delivering services to
you because we will need first to send the required notices or disclosures to you in paper format,
and then wait until we receive back from you your acknowledgment of your receipt of such
paper notices or disclosures. To indicate to us that you are changing your mind, you must
withdraw your consent using the DocuSign 'Withdraw Consent' form on the signing page of your
DocuSign account. This will indicate to us that you have withdrawn your consent to receive
required notices and disclosures electronically from us and you will no longer be able to use your
DocuSign Express user account to receive required notices and consents electronically from us
or to sign electronically documents from us.

All notices and disclosures will be sent to you electronically

Unless you tell us otherwise in accordance with the procedures described herein, we will provide
electronically to you through your DocuSign user account all required notices, disclosures,
authorizations, acknowledgements, and other documents that are required to be provided or made
available to you during the course of our relationship with you. To reduce the chance of you
inadvertently not receiving any notice or disclosure, we prefer to provide all of the required
notices and disclosures to you by the same method and to the same address that you have given
us. Thus, you can receive all the disclosures and notices electronically or in paper format through
the paper mail delivery system. If you do not agree with this process, please let us know as
described below. Please also see the paragraph immediately above that describes the
consequences of your electing not to receive delivery of the notices and disclosures
electronically from us.

How to contact Kootenay Savings Credit Union:
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You may contact us to let us know of your changes as to how we may contact you electronically,
to request paper copies of certain information from us, and to withdraw your prior consent to
receive notices and disclosures electronically as follows:
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do not require any other information from you to change your email address.

In addition, you must notify DocuSign, Inc to arrange for your new email address to be reflected
in your DocuSign account by following the process for changing e-mail in DocuSign.

To request paper copies from Kootenay Savings Credit Union

To request delivery from us of paper copies of the notices and disclosures previously provided
by us to you electronically, you must send us an e-mail to support@kscu.com and in the body of
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and telephone number. We will bill you for any fees at that time, if any.

To withdraw your consent with Kootenay Savings Credit Union

To inform us that you no longer want to receive future notices and disclosures in electronic
format you may:

i. decline to sign a document from within your DocuSign account, and on the subsequent
page, select the check-box indicating you wish to withdraw your consent, or you may;

ii. send us an e-mail to support@kscu.com and in the body of such request you must state
your e-mail, full name, IS Postal Address, telephone number, and account number. We do
not need any other information from you to withdraw consent.. The consequences of
your withdrawing consent for online documents will be that transactions may take a
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Browsers (for ) . . . )
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Screen Resolution: 800 x 600 minimum




290

¢ Allow per session cookies
e Users accessing the internet behind a Proxy Server must enable HTTP
1.1 settings via proxy connection

Enabled Security
Settings:

** These minimum requirements are subject to change. If these requirements change, we will
provide you with an email message at the email address we have on file for you at that time
providing you with the revised hardware and software requirements, at which time you will have
the right to withdraw your consent.

Acknowledging your access and consent to receive materials electronically

To confirm to us that you can access this information electronically, which will be similar to
other electronic notices and disclosures that we will provide to you, please verify that you were
able to read this electronic disclosure and that you also were able to print on paper or
electronically save this page for your future reference and access or that you were able to e-mail
this disclosure and consent to an address where you will be able to print on paper or save it for
your future reference and access. Further, if you consent to receiving notices and disclosures
exclusively in electronic format on the terms and conditions described above, please let us know
by clicking the 'l agree' button below.

By checking the 'T Agree' box, I confirm that:

e I can access and read this Electronic CONSENT TO ELECTRONIC RECEIPT OF
ELECTRONIC RECORD AND SIGNATURE DISCLOSURES document; and

o I can print on paper the disclosure or save or send the disclosure to a place where I can
print it, for future reference and access; and

o Until or unless I notify Kootenay Savings Credit Union as described above, I consent to
receive from exclusively through electronic means all notices, disclosures, authorizations,
acknowledgements, and other documents that are required to be provided or made
available to me by Kootenay Savings Credit Union during the course of my relationship
with you.
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SHAREHOLDER LOAN AGREEMENT

THIS SHAREHOLDER LOAN AGREEMENT (the “Agreement”) is dated for reference the

9th day of April ,2024.
BETWEEN:
KOOTENAY SAVINGS CREDIT UNION
a credit union duly incorporated under the laws of British Columbia and having a head
office at 220-1101 Dewdney Avenue, Trail, BC, VIR 4TI
(“KSCU”)
AND:
0997677 BC LTD. d.b.a. CDG ENTERPRISES
a company duly incorporated under the laws of British Columbia and having a head office
at 16-2550 Acland Road, Kelowna, BC, V1X 7L4
(44CDGS’)
WHEREAS:
A. On or about December 31%, 2023 KSCU and CDG entered into an Ancillary Agreement whereby
KSCU agreed to invest certain monies into CDG.
B. As at the date of this Agreement some of the particulars of the Investment (as defined in the
Ancillary Agreement) have yet to be ascertained.
C. KSCU still desires to make, and CDG desires to receive, the Investment.
D. KSCU and CDG (collectively the “Parties” individually a “Party”) wish to enter into this

agreement to get the Investment to CDG in as timely a fashion as possible and on the terms and
conditions of this Agreement.

NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of KSCU providing
the Investment to CDG and the covenants contained in this Agreement and other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged by all Parties, the Parties
agree as follows:

1.

Loan Amount & Interest. KSCU promises to loan Five Hundred Thousand Dollars
($500,000.00) CAD to CDG (the “Loan”) and CDG promise to repay this principal amount to
KSCU at such place and time as may be providing in writing by KSCU, with interest payable
on the unpaid principal at the rate of 4% per annum, calculated yearly not in advance.

Payment.  The Loan is repayable in full on or before April 1%, 2025 (the “Term”). At any
time while not in default under this Agreement, CDG has the right to pay all or any money
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10.

owing under this Agreement to KSCU without bonus or penalty or convert the Loan amount to
shares as outlined in section 3.

Conversion of Loan to Shares. At any time the Parties hereto agree that the amount or any
amount outstanding on the Loan during or at the end of the Term may be converted to investment
shares or acceptable alternative that is non-voting and participates in a dividend or yield of CDG
where that investment will be valued equal to the amount then outstanding on the Loan. At no
time however will the conversion of the Loan to shares be contemplated or allowed where said
conversion would put KSCU’s ownership stake in CDG above 9.00%.

Choice of Law. This Agreement will be governed by, and construed in accordance with, the
laws of the Province of British Columbia and the parties submit to the exclusive jurisdiction of
the Courts of the Province of British Columbia.

Entire Agreement. This Agreement constitutes the sole and entire agreement of the Parties
with respect to the subject matters herein described, and supersedes all prior and
contemporaneous understandings, agreements, representations, and warranties, both written and
oral, with respect to subject matters.

Corporation Acknowledgments. The Parties hereto acknowledge and represent that they have
corporate power necessary to enter into this Agreement and to perform all of the terms and
conditions outlined herein.

Enurement

This Agreement will enure to the benefit of and be binding upon the parties and their respective
successors and permitted assigns. '

Counterparts

This Agreement may be executed in any number of counterparts, each of which when so
executed will be deemed to be an original and such counterparts together will constitute one and
the same agreement.

Notices

All notices which may or are required to be given herein or pursuant to this Agreement will be
delivered to the respective addresses set out above or to such other address as any of the parties
may designate in writing.

Severability

If any covenant, obligation or provision contained in this Agreement will be invalid or
unenforceable, the remainder of this Agreement will not be affected thereby and each covenant,
obligation or provision of this Agreement will separately be valid and enforceable to the fullest
extent permitted by law.
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IN WITNESS WHEREOF the parties have executed this Agreement as at the 9th day of
April , 2024.

0997677 BC Ltd. d.b.a CDG Enterprises per its authorized signatory(ies):

o >

Arianna Erridgé

Kootenay Savings Credit Union per its authorized signatory(ies):
EDOCUSIgned by:
AQ0ED704E8B9410...

Ron Johnston

DocuSigned by:

BCEASB7004F8498B...

Brian Moroney
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ELECTRONIC RECORD AND SIGNATURE DISCLOSURE

From time to time, Kootenay Savings Credit Union (we, us or Company) may be required by law
to provide to you certain written notices or disclosures. Described below are the terms and
conditions for providing to you such notices and disclosures electronically through your
DocuSign, Inc. (DocuSign) Express user account. Please read the information below carefully
and thoroughly, and if you can access this information electronically to your satisfaction and
agree to these terms and conditions, please confirm your agreement by clicking the 'I agree'
button at the bottom of this document.

Getting paper copies

At any time, you may request from us a paper copy of any record provided or made available
electronically to you by us. For such copies, as long as you are an authorized user of the
DocuSign system you will have the ability to download and print any documents we send to you
through your DocuSign user account for a limited period of time after such documents are first
sent to you. After such time, if you wish to view your documents you may do so by logging into
your personal account at www.KSCU.com.

Withdrawing your consent

If you decide to receive notices and disclosures from us electronically, you may at any time
change your mind and tell us that thereafter you want to receive required notices and disclosures
only in paper format. How you must inform us of your decision to receive future notices and
disclosure in paper format and withdraw your consent to receive notices and disclosures
electronically is described below. :

Consequences of changing your mind

If you elect to receive required notices and disclosures only in paper format, it will slow the
speed at which we can complete certain steps in transactions with you and delivering services to
you because we will need first to send the required notices or disclosures to you in paper format,
and then wait until we receive back from you your acknowledgment of your receipt of such
paper notices or disclosures. To indicate to us that you are changing your mind, you must
withdraw your consent using the DocuSign 'Withdraw Consent' form on the signing page of your
DocuSign account. This will indicate to us that you have withdrawn your consent to receive
required notices and disclosures electronically from us and you will no longer be able to use your
DocuSign Express user account to receive required notices and consents electronically from us
or to sign electronically documents from us.

All notices and disclosures will be sent to you electronically

Unless you tell us otherwise in accordance with the procedures described herein, we will provide
electronically to you through your DocuSign user account all required notices, disclosures,
authorizations, acknowledgements, and other documents that are required to be provided or made
available to you during the course of our relationship with you. To reduce the chance of you
inadvertently not receiving any notice or disclosure, we prefer to provide all of the required
notices and disclosures to you by the same method and to the same address that you have given
us. Thus, you can receive all the disclosures and notices electronically or in paper format through
the paper mail delivery system. If you do not agree with this process, please let us know as
described below. Please also see the paragraph immediately above that describes the
consequences of your electing not to receive delivery of the notices and disclosures
electronically from us.

How to contact Kootenay Savings Credit Union:
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You may contact us to let us know of your changes as to how we may contact you electronically,
to request paper copies of certain information from us, and to withdraw your prior consent to
receive notices and disclosures electronically as follows:

To contact us by email, send messages to: support@kscu.com
or call us at 1-888-368-KSCU (5728)

To advise Kootenay Savings Credit Union of your new e-mail address

To let us know of a change in your e-mail address where we should send notices and disclosures
electronically to you, you must send an email message to us at support@kscu.com and in the
body of such request you must state: your previous e-mail address, your new e-mail address. We
do not require any other information from you to change your email address.

In addition, you must notify DocuSign, Inc to arrange for your new email address to be reflected
in your DocuSign account by following the process for changing e-mail in DocuSign.

To request paper copies from Kootenay Savings Credit Union

To request delivery from us of paper copies of the notices and disclosures previously provided
by us to you electronically, you must send us an e-mail to support@kscu.com and in the body of
such request you must state your e-mail address, full name, full address including postal code,
and telephone number. We will bill you for any fees at that time, if any.

To withdraw your consent with Kootenay Savings Credit Union

To inform us that you no longer want to receive future notices and disclosures in electronic
format you may:

i. decline to sign a document from within your DocuSign account, and on the subsequent
page, select the check-box indicating you wish to withdraw your consent, or you may;

ii. send us an e-mail to support@kscu.com and in the body of such request you must state
your e-mail, full name, IS Postal Address, telephone number, and account number. We do
not need any other information from you to withdraw consent.. The consequences of
your withdrawing consent for online documents will be that transactions may take a
longer time to process..

Required hardware and software

\Operating Systems:  |Windows2000 or WindowsXP or newer

Browsers (for Internet Explorer 6.0 or above

SENDERS):

Browsers (for . .

SIGNERS): Internet Explorer 6.0, Mozilla FireFox 1.0, NetScape 7.2 (or above)
Email: Access to a valid email account t

Screen Resolution: 800 x 600 minimum {




e Allow per session cookies
e Users accessing the internet behind a Proxy Server must enable HTTP
1.1 settings via proxy connection

gEnabled Security
‘Settings:

** These minimum requirements are subject to change. If these requirements change, we will
provide you with an email message at the email address we have on file for you at that time
providing you with the revised hardware and software requirements, at which time you will have
the right to withdraw your consent.

Acknowledging your access and consent to receive materials electronically

To confirm to us that you can access this information electronically, which will be similar to
other electronic notices and disclosures that we will provide to you, please verify that you were
able to read this electronic disclosure and that you also were able to print on paper or
electronically save this page for your future reference and access or that you were able to e-mail
this disclosure and consent to an address where you will be able to print on paper or save it for
your future reference and access. Further, if you consent to receiving notices and disclosures
exclusively in electronic format on the terms and conditions described above, please let us know
by clicking the 'T agree' button below.

By checking the 'T Agree' box, I confirm that:

« I can access and read this Electronic CONSENT TO ELECTRONIC RECEIPT OF
ELECTRONIC RECORD AND SIGNATURE DISCLOSURES document; and

e [ can print on paper the disclosure or save or send the disclosure to a place where I can
print it, for future reference and access; and

o Until or unless I notify Kootenay Savings Credit Union as described above, 1 consent to
receive from exclusively through electronic means all notices, disclosures, authorizations,
acknowledgements, and other documents that are required to be provided or made
available to me by Kootenay Savings Credit Union during the course of my relationship
with you.
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This is Exhibit “N” referred to in the Affidavit of
Brian Moroney sworn before me at_ /24 (1L
British Columbia on September /O, 2024.

>

A

A Commissiorer f(ﬁtbs for Bryh Columbia
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Date and Time: August 28, 2024 09:38 AM Pacific Time

B C R M Mailing Address: Location:
engtI y PO Box 9431 Stn Prov Govt
-

2nd Floor - 940 Blanshard Street

BRITISH

Victoria BC V8W 9V3 Victoria BC
COLUMBIA Ser v lces www.corporateoniine.gov.bc.ca 1877 526-1526

Notice of Change of Directors

FORM 10
BUSINESS CORPORATIONS ACT
Section 127
Filed Date and Time: June 13, 2024 03:47 PM Pacific Time
Incorporation Number: Name of Company:
BC1281655 KS PROPERTY MANAGEMENT INC.

Date of Change of Directors

June 3, 2024

New Director(s)

Last Name, First Name, Middle Name:
Hossmann, Isaac Joshua

Mailing Address: Delivery Address:
16 - 2550 ACLAND ROAD 16 - 2550 ACLAND ROAD
KELOWNA BC V1X7L4 KELOWNA BC V1X7L4

CANADA CANADA

Director(s) who have ceased to be Directors

Last Name, First Name, Middie Name:
Erridge, Arianna Lynn

Mailing Address: Delivery Address:

16 - 2550 ACLAND ROAD 16 - 2550 ACLAND ROAD
KELOWNA BC V1X7L4 KELOWNA BC V1X7L4
CANADA CANADA

blréétor(s) asd ét June3, 2024

BC1281655 Page: 1 of 2



Last Name, First Name, Middle Name:

Hossmann, Christianne

Mailing Address:

16 - 2550 ACLAND ROAD
KELOWNA BC V1X7L4
CANADA
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Delivery Address:

16 - 25650 ACLAND ROAD
KELOWNA BC V1X7L4
CANADA

Last Name, First Name, Middle Name:

Hossmann, Isaac Joshua

Mailing Address:

16 - 2550 ACLAND ROAD
KELOWNA BC V1X7L4
CANADA

Delivery Address:

16 - 2550 ACLAND ROAD
KELOWNA BC V1X 704
CANADA

BC1281655 Page: 2 of 2
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Date and Time: August 28, 2024 10:08 AM Pacific Time

BC Rengtry Mailing Address: Location:

PO Box 9431 Stn Prov Govt 2nd Floor - 940 Blanshard Street

BRITISH Victoria BC V8BW 9V3 Victoria BC
COLUMBIA S€1’V 1CES

www.corporateonline.gov.bc.ca 1877 526-1526

Notice of Change of Directors

FORM 10
BUSINESS CORPORATIONS ACT
Section 127

Filed Date and Time: June 13, 2024 03:51 PM Pacific Time

Incorporation Number:

Name of Company:
BC0997677

0997677 B.C. LTD.

Date of Change of Directors

June 3, 2024

New Director(s)

Last Name, First Name, Middle Name:
Hossmann, Isaac Joshua

Mailing Address:

16 - 25650 ACLAND ROAD
KELOWNA BC V1X7L4
CANADA

Delivery Address:

16 - 2550 ACLAND ROAD
KELOWNA BC V1X7L4
CANADA

Director(s) who have ceased to be Directors

Last Name, First Name, Middle Name:
Erridge, Arianna Lynn

Mailing Address:

Delivery Address:
16 - 2550 ACLAND ROAD 16 - 2550 ACLAND ROAD
KELOWNA BC V1X7L4 KELOWNA BC V1X7L4
CANADA CANADA

Dir'ecfbr(s)‘aé at un‘ye'3, 0

BCO0997677 Page: 1 0of 2



Last Name, First Name, Middie Name:

Hossmann, Isaac Joshua

Mailing Address:
16 - 2550 ACLAND ROAD

KELOWNA BC V1X7L4
CANADA
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Delivery Address:
16 - 2550 ACLAND ROAD

KELOWNA BC V1X7L4
CANADA

Last Name, First Name, Middle Name:

Hossmann, Christianne

Mailing Address:

16 - 2550 ACLAND ROAD
KELOWNA BC V1X7L4
CANADA

Delivery Address:

16 - 2550 ACLAND ROAD
KELOWNA BC V11X 7L4
CANADA

BC0997677 Page: 2 of 2
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This is Exhibit “O” referred to in the Affidavit of
Brian Moroney sworn before me at_/ 1@4  C ,
British Columbia on September / ¢,, 2024.

[
A Commiss?jnerlof faths forB/'tish Columbia




No.

Vancouver Registry
IN THE SUPREME COURT OF BRITISH COLUMBIA

IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE RECEIVERSHIP OF

KS PROPERTY MANAGEMENT INC., INC. NO. BC1281655
also known as KS PROPERTY MANAGEMENT INC.

CONSENT TO ACT

DELOITTE RESTRUCTURING INC., a Licensed Insolvency Trustee, HEREBY CONSENTS to
act as the Receiver of KS Property Management Inc., Inc. No. BC1281655 also known as KS
Property Management Inc., in accordance with an order substantially in the form of the

receivership order sought by Kootenay Savings Credit Union.

DATED at the City of Vancouver, in the Province of British Columbia, this 5™ day of September,

2024.
DELOITTE RESTRUCTURING INC,

Authorized Signatory
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This is Exhibit “P” referred to in the Affidavit of
Brian Moroney sworn before me at | 2#H < ,
British Columbia on September /0 , 2024.

;

A Commissioner o ‘Oatliﬁ, ffr British Cofumbia
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CONSENT TO VENUE IN FORECLOSURE PROCEEDING

WHEREAS

1.

3.

KS Property Management Inc. (“KSPM”) is indebted to Kootenay Savings Credit Union (the

“Credit Union”) pursuant to a promissory note dated February 27, 2024 (the “Promissory

Note”);

The Promissory Note is secured by, among other things,

a. afirstmortgage and assignment of rents (collectively, the “Twin River Mortgage”)
registered under registration nos. CA7264705 and CA726706 against lands located
in Castlegar, British Columbia and legally described as Lot 1 District Lot 4598
Kootenay District Plan 4520 Except Plans 7849, NEP87626 and EPP110967 (the “Twin
Rivers Lands”); and
b. afirst mortgage and assignment of rents (collectively, the “Osprey Mortgage” and

together with the Twin River Mortgage, the “Mortgages”) registered under
registration no. CA7263582 and CA7263583 against lands located in Wardner,
British Columbia and legally described as Strata Lots 1, 4, 5, 44, 45, 46, 47, 48, 55,
56, 57, 58, 59, 60, 61, and 62 District Lot 2374 Kootenay District Strata Plan EPS171
(the “Osprey Lands” and together wi;h fhe Twin Rivers Lands, the “Lands”);

KSPM is the registered owner of the Lands; |

The Credit Union asserts that KSPM is in default of its obligations under the Promissory

Note and the Mortgages;

The Credit Union has made demand for payment of the indebtedness outstanding under the

Promissory Note and Mortgages and has provided KSPM with notice of intention to enforce

security; and

The Credit Union intends to commence a foreclosure proceeding and apply for the

appointment of a Receiver over KSPM.

KSPM, as registered owner of the Lands, HEREBY CONSENTS to the Credit Union commencing its

intended foreclosure proceeding in the Vancouver Registry of the Supreme Court of British

Columbia.

KS PROPERTY MANAGEMENT INC.

— C%tianne Hossmann

{00334742.3}
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This is Exhibit “Q” referred to in _the Affidavit of
Brian Moroney sworn before me at__/ LAl C ,
British Columbia on September /o , 2024,

\ / C—’—\
A Commiss’ona{of i)aths for E7/sh Columbia
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THOMPSON, LeEROSE & BROWN

BARRISTERS, SOLICITORS & NOTARIES PUBLIC

(Castlegar Office) Bruce A. LeRose, K.C.*
Suite 202 - 605 20 Street D. saac Ferbey *
Castlegar, B.C. VIN 2P2 Ryan R.W. Sookorukoff*
»Telephone: 250-365-7757 Jeffrey G. Craig*
»Fax: 250-365-7730 . Douglas E, Wilson
»Email: yan@ilib.bc.co Sarah E. Yorston

»Web: tib.bc.ca

June 21, 2024
KS Property Management Inc. By Mail
9259 Main Street, P.O. Box 390 By Email: Christianne@kspm.ca;
Chilliwack, BC V2P 4M8 Arianna@kspm.ca
Dear Sirs:
Re: Lender: Kootenay Savings Credit Union
Legal Description: Lot 1 District Lot 4598 Kootenay District Plan 4520 Except Plans 7849,

NEP87626 and EPP110967
Strata Lots 1, 4, 5, 44, 45, 46, 47, 48, 55, 56, 57, 58, 59, 60, 61, 62, and 75,
District Lot 2374 Kootenay District Strata Plan EPS171 together with an
interest in the common property in proportion to the unit entitlement of
the Strata Lot as shown on form V (the “Properties”)

Mortgage Registration CA7264705, December 20, 2018 and

Date and Number: CA7263582, December 20, 2018

We are the solicitors for Kootenay Savings Credit Union (“KSCU”) with respect to the above noted
Mortgages registered in the Kamloops Land Title Office (the “Mortgages™) on December 20, 2018 against
title to the Properties. We are not protecting your interests in this matter.

We are instructed that the Mortgages are in default under Standard Mortgage Terms No. MT030098
which form a part of the Mortgages, and the terms of the Promissory Note dated February 27, 2024, in
that you are in arrears of payment of interest.

Pursuant to the terms of the Mortgages and the Promissory Note, KSCU is entitled to payment of the full
outstanding amounts owing, including interest and expenses, upon default.

We are instructed that as of June 21, 2024, the amount owing is as follows:

Promissory Note dated February 27, 2024:

Principal $15,162,802.93
Accrued Interest to June 21, 2024 71,867.54
Total Principal and Interest as of June 21, 2024 $15,234,670.47
Per Diem Amount 415.42

Offices in Trail, Castlegar and Kaslo
*Denotes legdl services provided through a law corporation,



310

We hereby demand payment of ‘the above outstanding amount, including interest to the date of payment
and expenses.

Interest accrues at the per diem amount set out above to the date of payment. Legal fees of $350.00 per
hour plus applicable GST and PST, our disbursements for processing payment, along with the Land Title
Office charges to discharge the Mortgages, will be added at the time of payment. We therefore request
that you contact our office to make the necessary arrangements. Once the amount required is confirmed,
payment must be made by certified cheque or bank draft payable to Thompson, LeRose & Brown, in
trust, and sent directly to or delivered to the attention of the undersigned.

We enclose for service upon you a Notice of Intention to Enforce Security issued pursuant to Section
244 of the Bankruptcy and Insolvency Act.

If the total outstanding amounts set out above are not paid within ten (10) days from the date of this
letter, we are instructed to take such steps without further notice, including commencing foreclosure
proceedings, as may be necessary to protect and enforce KSCU’s rights and security.

Yours truly,
THOMPSON, LeROSE & BROWN

Per:

yan R.W. §f6korukoff
RRWS/dj

Copies to: Kootenay Savings Credit Union

Oftices in Trail, Castlegar and Kaslo
*Denotes legal services provided through a law corporation.
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NOTICE OF INTENTION TO ENFORCE SECURITY

[Subsection 244(1)]
To: KS Property Management Inc., an insolvent entity
Take notice that:
1. Kootenay Savings Credit Union, a secured creditor, intends to enforce its security on the

following properties of the insolvent entity:
(a) Real property of the insolvent entity, bearing the following legal descriptions:

6)) Lot 1 District Lot 4598 Kootenay District Plan 4520 Except Plans 7849,
NEP87626 and EPP110967; and

(i)  StrataLots 1, 4, 5, 44, 45, 46, 47, 48, 55, 56, 57, 58, 59, 60, 61, 62, and
75, District Lot 2374 Kootenay District Strata Plan EPS171 together with
an interest in the common property in proportion to the unit entitlement of
the Strata Lot as shown on form V

(b) Personal property of the insolvent entity described in:

1) the Commercial Security Agreement between Kootenay Savings Credit
Union and the insolvent entity (then Osprey Landing Development Corp.)
dated for reference December 17, 2018; and

(i)  the Commercial Security Agreement between Kootenay Savings Credit
Union and the insolvent entity (then Twin River Estates Ltd.), dated
December 17, 2018.

2. The security that is to be enforced is in the form of:

(a) the following Mortgages, with accompanying Assignment of Rents, in favour of
Kootenay Savings Credit Union registered against the title to the real properties
listed above as follows:

1) Mortgage and Assignment of Rents dated December 19, 2018 and
Registered December 20, 2016 as Mortgage No. CA7263582 and
Assignment of Rents No. CA7263583.

(i)  Mortgage and Assignment of Rents dated December 19, 2018 and
Registered December 20, 2016 as Mortgage No. CA7264705 and
Assignment of Rents No. CA7264706.

(b)  the following Commercial Security Agreements in favour of Kootenay Savings
Credit Union:

6] Commercial Security Agreement dated December 17, 2018 (Osprey),
registered in the Personal Property Registry on December 20, 2018 under
Base Registration Number 222828L.

(i)  Commercial Security Agreement dated December 17, 2018 (Twin River),
registered in the Personal Property Registry on December 20, 2018 under
Base Registration Number 223507L.
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3. The total amount of indebtedness secured by the security is $ 15,234,670.47 as at June
21, 2021.
4. The secured creditor will not have the right to enforce the security until after the expiry of

the 10-day period following the sending of this notice, unless the insolvent entity
consents to an earlier enforcement.

Dated at Castlegar, British Columbia this 21% day of June, 2024.

THOMPSON, LeROSE & BROWN
Solicitor fprxKoogenay Savings Credit Union

‘ R

Per: Ryan R.W. S}J@xkoff

The undersigned hereby consents to the enforcement by Kootéﬁ@ Savings Credit Union of the
security set forth above before the expiration of the 10-day period described in this Notice of
Intention.

KS Property Management Inc.

Per:
Signature:
Print Name:
Position Held:




No. VLC-J-H -240345
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA

BETWEEN:

KOOTENAY SAVINGS CREDIT
UNION

PETITIONER

AND:
KS PROPERTY MANAGEMENT
INC., INC. NO. BC1281655
MARWEST INDUSTRIES LTD.
COLAS WESTERN CANADA INC.
PENNCO ENGINEERING (BC) LTD.
GEO STABILIZATION INTERNATIONAL INC.
HIS MAJESTY THE KING IN RIGHT OF
CANADA

RESPONDENTS

AFFIDAVIT

FILE NO. 404-101 JC/ca

MCMILLAN DUBO LLP
#401-121 — 5™ Avenue
Kamloops, BC V2C 0M1
Phone: 778-765-1701

{00341971.2}





