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INTRODUCTION

1)

2)

3)

4)

5)

6)

7)

8)

Pursuant to an Order (the “"Receivership Order”) of the Supreme Court of British
Columba (the “"Court”) dated October 26, 2023, with effect as of November 23, 2023
(the “Date of Receivership”), Deloitte Restructuring Inc. was appointed as receiver
(in such capacity, the “"Receiver”), without security, of all assets, undertakings and
properties of PolyCan Health Centre (Canada) Inc. ("PolyCan” or the "Company”).
The Court proceedings in which the Receiver was appointed are referred to herein as
the "Receivership Proceedings”.

The Receivership Order was granted pursuant to an application by Bank of Montreal
("BMO"), the primary secured creditor of PolyCan. BMO is owed approximately $4.5
million by PolyCan as of February 6, 2024 pursuant to various credit facilities (the
“"BMO Facilities”) provided to the Company.

BMO holds various registered security over all of PolyCan’s present and after-acquired
real and personal property, along with various personal guarantees (collectively, the
“BMO Security”). The BMO Facilities and the BMO Security are more fully described
in the first affidavit of Mr. Daniel Yamasaki of BMO dated October 24, 2023 (“First
Yamasaki Affidavit”).

The Receiver’s independent legal counsel, DLA Piper (Canada) LLP (*DLA"), has
performed an independent review of the validity and enforceability of the BMO Security
and has advised that it is valid and enforceable and ranks in priority to the unsecured
creditors of PolyCan (the “Security Opinion”).

Following the issuance of the Receivership Order, the Receiver issued a statutory
Notice and Statement of the Receiver for PolyCan (the “Notice to Creditors”)
pursuant to subsections 245(1) and 246(1) of the Bankruptcy and Insolvency Act
(Canada) (the "BIA").

The Receivership Order, together with the Notice to Creditors have been posted on the
Receiver’'s website at http://www.insolvencies.deloitte.ca/en-ca/Pages/PolyCan.aspx
(the “"Receiver’'s Website”). This first report of the Receiver to Court (“First Report”)
will also be posted to the Receiver’s Website after it has been filed with the Court.

In addition to this First Report, the Receiver has prepared a confidential supplement
to the First Report dated February 9, 2024 (the “First Confidential Report”) which
the Receiver is seeking to be sealed in the Court file.

Unless otherwise provided, all other capitalized terms not defined in this First Report
are as defined in the Receivership Order.

Purpose of the First Report

9)

The purpose of this First Report is as follows:

a) To provide the Court with an overview of PolyCan’s business and pertinent
background information;

b) To report on the Receiver’s activities since the Date of Receivership;

c) To report on the receipts and disbursements in the Receivership Proceedings
as outlined in the Receiver’s statement of receipts and disbursements from the
Date of the Receivership to February 8, 2024 (“Receiver’'s R&D"), a copy of
which is attached hereto as Appendix “"A";



10)

d) To report on the sale process undertaken by the Receiver to realize on the
assets of PolyCan (the “Sale Process”);

e) To provide an overview of the salient terms of the asset purchase agreement
entered into on February 5, 2024 (the "APA") as between the Receiver and
1461890 B.C. Ltd. (the "Purchaser”); and

f) To support the Receiver’s application(s) (to be filed) for:

i) An order approving the activities of the Receiver as described in this First
Report;

ii) An order approving the Receiver’'s R&D;

iii) An order (the “Vesting Order”) approving the transactions contemplated
by the APA (the “"Transaction”) and vesting title in the Purchased Assets
(as defined in the APA) free and clear to the Purchaser;

iv) An order (the “Distribution Order”) approving and authorizing the BMO
Distribution (as that term is hereinafter defined); and

v) An order (the “Sealing Order”) that the First Confidential Report be filed
under seal pending further order of this Court.

The purpose of the First Confidential Report is to provide the Court with further details
related to the APA, including the Transaction value and related negotiations with
interested parties, and to provide the Court with a copy of and further information
related to the equipment appraisal obtained by the Receiver.

Terms of reference

11)

12)

13)

In preparing this First Report, the Receiver has relied upon unaudited financial and
other information prepared by the Company’s bookkeeper, the Company’s books and
records, and discussions with management of the company, Mr. Andrew Mai (“Mr.
Mai”) and Mrs. Sonia Mai ("Ms. Mai”, and together with Mr. Mai, the “Mais”).

The Receiver has not audited, reviewed or otherwise attempted to verify the accuracy
or completeness of the information in a manner that would wholly or partially comply
with Generally Accepted Assurance Standards pursuant to the Chartered Professional
Accountants Canada Handbook and, accordingly, the Receiver expresses no opinion or
other form of assurance in respect of this information.

All dollar amounts in this First Report are in Canadian dollars, unless otherwise
indicated.

BACKGROUND

14)

15)

16)

PolyCan is engaged in the business of operating a health care centre and also, prior to
the Receiver ceasing operations on December 19, 2023, a walk-in medical clinic.

PolyCan health care practitioners provide various services including, among other
things, physiotherapy, massage therapy, acupuncture, shockwave therapy, and
counselling.

PolyCan operates from a 20,000 square foot leased premises at units 102 and 205,
9055 University High Street, Burnaby, BC, V5A 0A7 (the “"Premises”). PolyCan is the



17)

18)

19)

20)

21)

22)

23)

24)

25)

tenant under a lease agreement with the landlord, SFU Community Corporation as
Trustee of the SFU Community Trust ("SFU"), dated April 15, 2019 (the "SFU Lease”).

A portion of the Premises is sublet to the City of Burnaby, specifically the Burnaby Fire
Department, pursuant to a commercial sublease agreement between PolyCan and the
City of Burnaby dated December 15, 2022 (the “Sublease”).

The Company’s primary assets include medical equipment, the extensive leasehold
improvements undertaken at the Premises, and the goodwill associated with the
operating business.

The leasehold improvements undertaken at the Premises by PolyCan and various
medical equipment were financed by the BMO Facilities. As security for the BMO
Facilities, PolyCan granted to BMO a General Security Agreement dated April 26, 2018.
In addition, the following guarantees were granted to BMO, among other things:

a) A guarantee by the Mais, who are spouses, for all debts and liabilities of PolyCan
to BMO dated April 26, 2018, limited to the amount of $2,550,000 plus interest
at the rate of BMO'’s Prime plus 3%; and

b) A guarantee by Mr. William Zhu ("Mr. Zhu"”) and Hua Xu ("Ms. Xu”), who are
also spouses, for all debts and liabilities of PolyCan to BMO dated June 3, 2022,
limited to the amount of $2,450,000 plus interest at the rate of BMO’s Prime
plus 3%.

PolyCan was incorporated in British Columbia on April 19, 2017. The sole director and
officer of PolyCan is Mr. Mai.

The Receiver understands that the Mais are the primary shareholders of the Company.
However, the ownership of the Company is subject to a dispute between the Mais, Mr.
Zhu and Ms. Xu.

Mr. Mai acts as the CEO and Chairman of the Company through a consulting contract
between PolyCan and a company beneficially owned by Mr. Mai, MSCanada Holdings
Ltd. ("MSCanada”). The Receiver understands that MSCanada had not been paid by
the Company for several months prior to the Date of Receivership.

Mr. Mai has not been retained or paid by the Receiver, but has assisted the Receiver
with various information requests and participated in several interested party viewings
and meetings.

Ms. Mai is involved with the operations of the Company and assists with various
accounting, human resources and operational matters as a consultant through her own
company, ASCP Wealth Investments and Consultants Inc. (*ASCP").

Ms. Mai was retained by the Receiver, through ASCP, to continue to provide payroll
and operational support.

Books and records

26)

27)

The Company maintains hard copy and electronic books and records which are held at
the Premises. Patient records are secured at the Premises and in password protected
IT systems at the clinic.

The Receiver notes that the Company’s financial records were not current and had not
been updated for several months prior to the Date of the Receivership. This made the



task of assessing the operating cash flows and financial position of the Company more
challenging and time consuming.

Employees and contractors

28)

On the Receivership Date, PolyCan had two employees, a junior doctor and a medical
office assistant. In addition, there were:

a) Five (5) staff employed by PolyCanada Capital Holdings Ltd. ("Holdings”), a
Company that is beneficially owned by Ms. Mai and that is not subject to the
Receivership Proceedings; and

b) Nine (9) health practitioners (physiotherapists, massage therapists etc.)
engaged under fee sharing contracts with PolyCan (the "“Health
Practitioners”).

Background on the financial difficulties faced by PolyCan

29)

30)

31)

The business and affairs of the PolyCan and the causes of the Company’s insolvency
are described in further detail in the First Yamasaki Affidavit and accordingly have not
been repeated in this First Report.

In summary, PolyCan invested substantial sums in the setting up of the health centre,
including in fixtures and fittings, leasehold improvements, equipment and a partially
finished surgical centre that is not operational. COVID-19 impacted PolyCan’s ability
to grow the patient base and the revenues of the Company were not sufficient to cover
its operating costs, rent and debt service obligations.

Following various events of default under the BMO Facilities starting in October 2020,
PolyCan tried to obtain alternative financing for the Company. On October 26, 2022, the
Honourable Mr. Justice Gomery granted the Receivership Order that provided the
Company until November 22, 2023 to repay the indebtedness of BMO. Ultimately, the
Company failed to find alternative financing to repay BMO, and the Receivership Order
became effective on the Date of Receivership.

POWERS OF RECEIVER

32)

The Receiver’s powers are detailed in paragraph 2 of the Receivership Order and
include, among things, the power to take and maintain possession and control of the
Property (as defined in the Receivership Order); the power to manage, operate and
carry on the business of the Company; and, the power to market and sell the Property
(subject to Court approval if any one transaction exceeds $100,000 or if the aggregate
of transactions exceeds $500,000).

POSSESSION AND CONTROL OF THE ASSETS

Initial actions of the Receiver

33)

In the initial stages of the Receivership Proceedings, the Receiver took the following
steps with respect to the assets and operations of the Company:

a) Attended at the Premises to meet with the Mais, employees, and Health
Practitioners, and to inspect the operations and equipment of PolyCan;

b) Arranged for a locksmith to change the locks to secure the Premises;



c)

d)

e)

f)

9)

h)

i)

k)

n)

o)

P)

Attended to telephone calls with various stakeholders including legal counsel to
BMO;

Held discussions with SFU in regards to the SFU Lease, as detailed later in this
First Report;

Met with the Burnaby Fire Department to explain the Receivership Proceedings
and to ensure the Premises were properly secured during non-operating hours;

Advised the Company’s insurance broker of the Receivership Proceedings and
confirmed and arranged for amendments to the existing insurance policies to
reflect the Receivership Proceedings;

Held multiple meetings with the Mais to discuss the operations of the Company
and the potential costs to continue operations and to request various financial
and other information;

Retained DLA to act as legal counsel to the Receiver;

Arranged for Maynards Industries Canada Appraisals Ltd. (*Maynards”) to
undertake a valuation of the assets of the Company;

Reviewed the staff complement and payroll and retained Ms. Mai on a contract
basis to provide certain payroll services and to collate creditor records required
to draft the Notice to Creditors;

Prepared and issued notices required under the BIA including:
i) Preparing and Mailing the Notice to Creditors;

i) Submitting the Notice of Creditors to the Office of the Superintendent of
Bankruptcy; and

iii) Setting up a page on the Receiver’'s Website for stakeholders to access the
various Court orders and materials.

Liaised with various creditors relating to the Company’s outstanding liabilities
and the Receivership Proceedings;

Liaised with the employees and Health Practitioners in regards to the ongoing
operations;

Corresponded with Ms. Mai to obtain access to the Company’s financial records
via the Quickbooks system;

Contacted the Canada Revenue Agency ("CRA") to review the payroll
remittance and goods and services tax ("GST") accounts to facilitate filings for
the period after the Date of Receivership; and

Ensured that the patient records were secured and kept confidential.



Stabilization of PolyCan’s operations

34)

35)

36)

37)

38)

39)

40)

Upon its appointment, the Receiver learned that the walk-in clinic had recently opened
and was operating with two nurse practitioners, a trainee Doctor (awaiting certification
in British Columbia and two medical office assistants. In addition, PolyCan was awaiting
various approvals and access to IT systems to allow the Company to submit billings
under the Medical Services Plan ("MSP”) billing system, and was not currently being
paid for the services provided to patients.

The health centre was more established and had been operating for several months,
with payments being received directly from various health insurance companies.
However, the health centre is heavily under utilized given the size of the Premises.

The Receiver worked with the Mais to assess the cost of continuing the operations of
the Company for a period of time while the Receiver initiated the Sale Process to solicit
interest in acquiring the business as a going concern.

Based on this work, the Receiver estimated that it would cost approximately $60,000
to continue operating the Company for a period of three weeks to December 15, 2024,
inclusive of rent, payroll, and certain fees of the Receiver to oversee the operations.

The Mais believed that it was important to continue the operations of the Company in
order to preserve the going concern value of the business and to continue the provision
of health care to patients. In addition, Mr. Mai was continuing discussions with certain
parties to seek alternative financing for the Company.

The Receiver held discussions with the Mais regarding the funding requirement, and
on November 30, 2023, the Mais entered into an interim funding agreement with the
Receiver pursuant to which they provided $60,000, on an unsecured and non-
refundable basis, and the Receiver agreed to continue to operate the business on a
best efforts basis through to December 15, 2023 (the “Interim Operating Period”).

During the Interim Operating Period, the Receiver operated the walk-in clinic and
health centre and initiated the Sale Process for the business and assets of the
Company, as further described below. In order to reduce operating costs, the Receiver
closed the health centre on the weekends when there were limited patients.

Discussions with the landlord and subtenant

41)

42)

43)

Upon its appointment, the Receiver entered into discussions with the landlord, SFU
and reached an agreement whereby SFU agreed to decrease the cost of rent by
$10,000 to $30,072 per month (excluding the rent paid by the City of Burnaby under
the Sublease). SFU also agreed that the rent for the three-month period to February
29, 2024 would be deducted from the security deposit held by SFU of $93,725 such
that, on February 29, 2024, the security deposit would be drawn down to a balance of
$3,507. This assisted the Receiver in decreasing the cash cost of continuing the
operations of PolyCan.

The sub-tenant, the City of Burnaby, pays its portion of the rent due under the SFU
Lease directly to SFU. On January 11, 2024, the City of Burnaby advised SFU and the
Receiver that it would exercise its option to extend the Sublease until December 31,
2024.

The Fire Department that occupies the subleased area has access to certain facilities
at the Premises, including the gym, a shower and changing rooms.



Closure of the walk-in clinic

44)

45)

46)

47)

48)

49)

At the conclusion of the Interim Operating Period, the Receiver assessed the level of
interest expressed in the PolyCan business and also prepared a cash flow forecast for
the next four weeks of operations to the middle of January, 2024.

By December 15, 2013, the walk-in clinic had still not received the required approvals
to make MSP billings and it was unclear if and when this would be implemented. In
addition, both nurse practitioners had notified the Receiver that they would be seeking
alternative employment, and the junior doctor was still waiting for certification in
British Columbia.

The Receiver discussed the estimated costs to continue operating the walk-in clinic
and health care centre with the Mais, and enquired as to whether they would be
prepared to advance further funding to cover this cost. Ultimately, the Mai's were
unable or unwilling to advance any additional funding to the Receiver.

Given the operational difficulties and ongoing operating losses of the walk-in clinic, the
Receiver made the decision to wind-down the operations of the clinic while allowing a
short period of time for staff to contact patients to help with transitioning them to
alternative clinics and to provide any test results that had been received.

On December 19, 2023, the Receiver terminated the two PolyCan employees and
Holdings terminated four of its five employees. The clinic closure allowed the Receiver
to reduce the ongoing operating losses of PolyCan substantially.

The Receiver has continued to operate the health centre throughout the Receivership
Proceedings.

ASSETS OF THE COMPANY

Bank accounts

50)

Shortly after the Date of Receivership, the Receiver set up its own trust account and
arranged for the balance of $2,491 in the BMO account to be transferred to the
Receiver. In addition, the Company maintained an account with TD Bank, and a
balance of $1,180 was transferred to the Receiver.

Accounts receivable

51)

52)

53)

54)

Ms. Mai provided an accounts receivable ("AR") listing for the Company which totalled
$1,313,387 as at the Date of Receivership.

The largest receivable related to an account with Dr. Michael O'Reilly (“Dr. O’Reilly”)
in the amount of $1,133,909. The Receiver understands that this balance relates to
one outstanding invoice for the storage of certain equipment owned by Dr. O'Reilly
and the cost of certain services provided by PolyCan to Dr. O'Reilly.

The Receiver made enquiries with Dr. O'Reilly in relation to the outstanding invoice.
Dr. O'Reilly disputes the invoice and claims that he did not agree to pay rent to store
his equipment. He also asserts counter claims against PolyCan in relation to unpaid
fees owed to him for providing services as a medical director to PolyCan and for the
loss of certain equipment while stored at PolyCan’s facilities.

The Receiver notes that Mr. Mai has been unable to provide any documentation or
agreement to support the Dr. O'Reilly invoice.



55)

The balance of the accounts receivable total $179,478 and are aged and may not be
collectable. The Receiver will further investigate these balances in due course.

Allegations and related insurance claims

56)

57)

58)

59)
60)

61)

62)

63)

Mr. Mai has made various unproven allegations against Mr. Zhu and Ms. Xu, including
among other things, the potential theft of equipment and patient data, and collection
of accounts receivable of the Company. Mr. Zhu refutes these allegations.

The PolyCan balance sheet includes a receivable totalling $228,321 which is alleged to
be owed from Mr. Zhu to Polycan in relation to the collection of COVID test proceeds.

Mr. Mai has also made unproven allegations against Dr. Jason Chiina in relation unpaid
services and has filed a claim in the small claims Court. Dr. Jason Chiina has filed a
response refuting these allegations.

Mr. Mai has filed insurance claims in relation to the above mentioned allegations.

Mr. Zhu has made, among other things, several unproven allegations against PolyCan
and the Mais, including that the Mais diverted operating revenue away from BMO and
in relation to a disputed issuance of shares of PolyCan to Mr. Zhu and Ms. Xu.

The Receiver has made only limited investigations into these allegations, including
having discussions with Mr. Zhu's legal counsel and Mr. Mai. The Receiver will review
the allegations made in more detail in due course and will consider if any action may
result in any recovery for the Receivership estate.

The APA excludes the Company’s interest in and to any and all insurance claims or
actions that occur prior to closing of the Transaction.

Given the nature of the disputes and allegations between Mr. Mai and Mr. Zhu, the
Receiver has maintained control of and been present during all operating hours for the
health centre and arranged for the locks to be changed upon taking possession. No
keys have been provided to any other parties other than the Receiver’s personnel and
the Burnaby Fire Department pursuant to the Sublease.

Inventory, equipment and leasehold improvements

64)

65)

66)

67)

The Company’s property and equipment is comprised mainly of medical and gym
equipment, furniture and fittings located at the Premises.

The Receiver notes that there is also some second-hand surgical equipment purchased
from auction that remains uninstalled or partly installed. However, Mr. Zhu has
asserted a third party property claim against certain of this equipment.

Mr. Mai believes that the surgical centre will need additional funding of approximately
$1.0 million to complete. In addition, given the current legislation in British Columbia,
there is some uncertainty as regards to what services could be delivered privately or
otherwise from this facility.

Maynards issued an appraisal report dated December 19, 2023 providing a valuation
of the equipment and inventory at the Premises (the "Maynard’s Valuation”). The
Maynard’s Valuation is discussed in, and attached to, the First Confidential Report as
Appendix “A”.



Equipment third party and lease claims

68)

69)

70)

71)

72)

73)

74)

75)

CWB National Leasing ("CWB") has two finance lease agreements with PolyCan with
respect to a Cynosure ICON laser therapeutic machine and various security system
equipment (the "CWB Equipment”). This equipment is secured by way of purchase
money security interests registered pursuant to the Personal Property Security Act
(“"PPSA").

The Purchaser did not wish to assume the CWB finance agreements and the Receiver
determined that there was no residual equity value in the CWB Equipment after
accounting for the remaining lease payout amounts. Accordingly, if CWB’s security is
determined to be valid after a review by the Receiver’'s legal counsel, then the
Receiver will disclaim its interest in the CWB Equipment.

Holdings asserts a property interest in several pieces of medical equipment including
a Siemens Acuson S2000 ABVS 3D/4D ultrasound breast volume scanner (model
number 10434730, serial number 250718), a Surgifresh mini turbo (model number
906500, serial number 64273689012) and a HK shockwave therapy machine
(collectively, the "Holdings Equipment”).

The Holdings Equipment was valued in the Maynard’s Valuation at between $36,000
and $76,800 on an FLV and OLV basis, respectively.

The Mais provided equipment lease agreements entered into between PolyCan and
Holdings pursuant to which PolyCan agreed to lease the Holdings Equipment. The
Holdings Equipment is not secured by way of purchase money security interests
registered pursuant to the PPSA. The Mais assert that PolyCan has not made any
payments under the leases.

The Receiver made various investigations into the validity of the leases and the source
of funds used to purchase the Holdings Equipment. Based on the information received,
it appears that the Holdings Equipment was purchased by the Mais through their
personal funds and the Holdings Equipment was invoiced to another company
beneficially owned by the Mais, AM Healthcare Consultants Inc.

Given the limited value of the Holdings Equipment and the documentation provided by
the Mais, the Receiver intends to disclaim its interest in the Holdings Equipment subject
to obtaining certain assurances from the Mais. The Receiver has informed BMO of its
findings and it is not opposed to the Receiver disclaiming the Holdings Equipment.

The Holdings Equipment is excluded from the Transaction pursuant to the terms of the
APA.

Corporation tax refund

76)

The Receiver understands that an amount of $214,534 is owing to PolyCan in relation
to a scientific research and experimental development ("SR&ED") claim for the year
ending March 31, 2022. The Receiver has not yet investigated this claim and will make
enquiries with CRA in due course to recover this credit, if possible.

THE RECEIVER'’S SALE ACTIVITIES

77)

At the outset of the Receivership Proceedings, the Receiver immediately started a
process to identify parties that may be interested in acquiring the business and assets
of PolyCan, in collaboration with Mr. Mai.



78)

79)

80)

81)

82)
83)

84)

85)

86)

87)

88)

89)

Due to the Company’s ongoing operating losses and the previous canvassing of the
market by Mr. Mai prior to the Receivership, and in consultation with BMO, the Receiver
proceeded on the basis that a purchaser would need to be able to conclude a
transaction quickly to be viable. Accordingly, as described below, the Receiver
approached a targeted group of potential buyers, being the parties that the Receiver
believed were the most likely parties to conclude a transaction and the parties that
would be able to proceed on the timeline required in these Receivership Proceedings.

The Receiver also marketed the investment opportunity by way of a notice in the
“Insolvency Insider”, a weekly email publication sent to approximately 7,500
subscribers, including Licensed Insolvency Trustees, insolvency counsel, lenders,
private equity companies, high net worth individuals, and other companies interested
in insolvency/distressed situations.

In total, the Receiver directly contacted or was contacted by twenty three (23) different
interested parties. The Receiver provided all of these parties with a summary of the
potential investment opportunity and the key highlights of the PolyCan business and
its assets.

The Receiver established a data room for interested parties to review information
pertaining to the Company and certain financial information. All interested parties were
required by the Receiver to enter into a binding non-disclosure agreement (*NDA")
with the Receiver before being granted access to the data room. The NDA sets out
various customary terms and controls to ensure that information in the data room is
kept strictly confidential by the interested parties.

A total of six (6) parties executed NDAs and were allowed access to the data room.

The Purchaser expressed an interest in acquiring the business and assets of PolyCan
early in the Sale Process and the Receiver had several conversations with the
Purchasers’ legal counsel, Dentons LLP (*"Dentons”).

On January 1, 2024, the Receiver provided Dentons with a proposed draft form of
asset purchase agreement. Over the course of the next several weeks, the Receiver
negotiated a form of asset purchase agreement with the Purchaser.

Interested parties were advised that the Receiver was working with an interested party
to negotiate a form of asset purchase agreement and that a redacted draft would be
provided when available. Parties were advised that a relatively short bid deadline would
be set given the Company’s financial position and they were encouraged to undertake
all due diligence as soon as possible.

Throughout the Sale Process the Receiver answered enquiries from multiple parties
and also facilitated the viewing of the Premises for several parties. Mr. Mai also toured
a number of potential interested parties around the business and Premises.

On January 17, 2024, the Receiver received a non-binding expression of interest from
an interested party ("Bidder 1”). However, the expression of interest was subject to
a 30-day due diligence period and financing. The Receiver understands that Mr. Mai is
a director and officer of Bidder 1.

Bidder 1 was encouraged to undertake its diligence in relation to the assets of PolyCan
as soon as possible and was advised that a formal bid deadline would be set shortly.

On January 26, 2024, the Receiver sent an email to four (4) parties by email attaching
guidelines for the submission of final binding bids (“*Final Bid Procedure”) including
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90)

91)

92)

93)

the form of asset purchase agreement to be used as the basis of offers. A copy of the
Final Bid Procedure is attached as Appendix “B" to this First Report.

Pursuant to the Final Bid Procedure, interested parties were invited to submit binding
offers by 5:00pm Pacific Time on February 2, 2024 (the “Offer Deadline”).

A binding offer was submitted by the Purchaser, and no other offers were submitted
by the Offer Deadline.

On February 2, 2024, Bidder 1 sent an email to the Receiver indicating that it was
unable to submit a binding offer for the business and assets of PolyCan but that it
remained interested and would continue to work on a proposal that it may submit
directly to the Court at the appropriate time. The Receiver notes that section 5.2 of
the APA includes overbid procedures pursuant to which the Receiver may seek
alternative offers for the assets and business of PolyCan and the Receiver is at liberty
to advocate for the acceptance by the Court of any such alternative offer.

After discussions with BMO, on February 5, 2024, the Receiver notified the Purchaser
that it had been selected as the successful bidder with a view to negotiating the terms
of an asset purchase agreement.

Proposed transaction

94)

95)

96)

97)

98)

99)

On February 5, 2024, the Receiver entered into the APA, a redacted copy of which is
attached hereto as Appendix “C”. The APA has been redacted to exclude the
Transaction value and allocation of the purchase price.

On February 8, 2024, the Receiver received a deposit of $300,000 (the “Transaction
Deposit”) creditable against the final purchase price on closing of the Transaction.

Pursuant to the APA, the Purchaser has agreed to purchase, and the Receiver has
agreed to sell, all of the PolyCan’s right, title, and interest in and to the Purchased
Assets (as defined in the APA), free and clear of all encumbrances (other than certain
permitted encumbrances), for cash consideration.

Pursuant to the terms of the APA, closing of the Transaction is scheduled to occur on
the February 29, 2024, or as otherwise agreed upon by the Receiver and Purchaser
(“Closing”). The Transaction is not subject to financing and the Purchaser has
provided certain documents to the Receiver to demonstrate its ability to fund the
transaction value.

Pursuant to the terms of the APA and as part of the purchase price, on Closing, the
Purchaser will make payment of the Guarantee Discharge Amount (as defined in the
APA) to the Receiver which is expected to amount to approximately $2,625,243
(assuming that the Closing occurs on February 29, 2024 as contemplated by the APA).
On Closing, BMO will release and discharge the personal guarantees provided by Mr.
Zhu and Ms. Xu related to the obligations of the Company under the BMO Facilities.

Closing is conditional on approval of the Transaction and granting of the Vesting Order
by the Court as outlined in section 5.1 of the APA. In addition, pursuant to section 6.1
of the APA, Closing is subject to the delivery, if required by SFU under the SFU Lease,
of an assignment, assumption and consent agreement or equivalent document duly
executed by the Receiver as assignor, or alternatively an order of the Court assigning
the SFU Lease to the Purchaser upon payment of any cure costs (the "SFU Lease
Assignment”).
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100)

101)

102)

The APA provides for the payment of $90,217 to SFU to “top-up” the security deposit
under the SFU Lease, assuming the Closing occurs on February 29, 2024 as planned,
or the amount increases to $93,724.50 if Closing occurs after this date.

The Receiver has continued to correspond with SFU to ensure it receives the
information it needs to assess and enter into the SFU Lease Assignment with the
Purchaser.

The Sublease with the City of Burnaby is an assigned contract under the terms of the
APA,

Transaction conclusions

103)

104)

105)

106)

The Receiver understands that the Purchaser or entities related to the Purchaser own
and operate two separate health clinics and that it is the Purchaser’s intention to
continue the operations of the PolyCan health centre, to reopen the walk-in clinic, and
to retain certain of the Health Practitioners.

The Sale Process in this matter has been robust in the circumstances, was carried out
over ten (10) weeks, and has engaged several interested parties. While the Final Bid
Procedure was relatively short in duration, this was required in order to preserve the
business value, and followed a prolonged investment and solicitation process
undertaken by Mr. Mai prior to the commencement of the Receivership Proceedings.
Accordingly, the PolyCan business and assets have been exposed to the market for
some time.

The principal secured creditor, BMO, is supportive of the Transaction. In addition,
several other stakeholders stand to benefit from the business being sold to a capable
operator, including certain of the Health Practitioners, former and current employees
of PolyCan and Holdings, SFU as landlord, the Burnaby Fire Department as subtenant
while a new firehall is being built, and the community of Burnaby that makes use of
the services provided by the health centre and walk-in clinic.

In summary, the Receiver is of the opinion that the terms of the Transaction are
reasonable and appropriate under the circumstances and will maximize the value of
PolyCan’s assets.

CREDITORS AND SECURED CHARGES

CRA priority claims

107)

108)

109)

The Canada Revenue Agency ("CRA") has not yet submitted any property claims in
relation to outstanding liabilities of PolyCan. However, the Receiver is aware of
outstanding employee payroll source deductions in relation to September and
November 2024 amounting to approximately $2,000 to $3,000 (“Potential CRA
Deemed Trust Claim”).

The Receiver is still investigating the status of the Company’s potential liabilities in
relation to outstanding goods and services tax ("GST"”). The Receiver notes that the
Company has not submitted a GST return since July of 2020.

CRA has not yet conducted a payroll and GST audit on PolyCan and additional liabilities
may be assessed.
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Wage Claims

110)

111)

The Receiver is not aware of any priority claims that may relate to outstanding wage
arrears and no procedures were taken or required in regards to the Wage Earner
Protection Act.

The Receiver notes that included in its disbursements made to date are payments
totalling approximately $21,052 to certain employees and contractors that relate to
work undertaken in the weeks prior to the Date of Receivership. The Receiver believes
that the payment of these costs is justified as these expenditures were necessary to
secure the ongoing cooperation of the employees and the contractors.

Receiver’'s charge and borrowings

112)

113)

Pursuant to paragraph 21 of the Receivership Order, the Receiver and DLA, as its legal
counsel, are the beneficiaries of the Receiver’'s Charge to secure payment of their fees
and disbursements incurred in the Receivership Proceedings. The Receiver’s Charge is
a first-ranking charge over the Property but subordinate to the charges, if any, created
pursuant to Sections 14.06(7), 81.4(4), and 81.6(2) of the BIA.

Pursuant to paragraph 24 of the Receivership Order, the Receiver is authorized to
borrow up to $250,000 without further approval of the Court for the purpose of
carrying out its duties and powers (the “"Borrowing Facility”). As at the date of this
First Report, the Receiver has borrowed a total of $75,000 from the Borrowing Facility.

BMO indebtedness

114)

115)

116)

As noted above, BMO is the principal secured creditor of PolyCan, and was owed
$4,502,381 as at February 6, 2024 pursuant to the BMO Facilities (the "BMO Debt").
BMO has valid and enforceable security as reported in the Security Opinion and interest
continues to accrue on the BMO Debt.

The BMO Security is subject to certain prior ranking Court-ordered charges and
statutory interests, which include:

a) the Receiver’s Charge (as that term is defined in the Receivership Order);

b) the Receiver’s Borrowing Charge (as that term is defined in the Receivership Order);
and

c) certain deemed trust and priority claims.

In the event that the Court approves the Transaction, the anticipated net realizations
in the Receivership Proceedings are expected to be lower than the BMO Debt.
Accordingly, BMO is expected to suffer a deficit in respect of its debt.

Unsecured creditors

117)

118)

Based on the available books and records of PolyCan and correspondence received
from creditors the Receiver estimates total unsecured creditors claims of
approximately $2,459,202 as of the Date of Receivership.

Given that BMO, the secured creditor, is expected to suffer a shortfall in respect of the
BMO Debt, the Receiver has not reviewed the claims of the unsecured creditors. The
Receiver has, however, provided ad-hoc updates on the status of the Receivership
Proceedings to certain unsecured creditors as and when it was contacted.
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STATEMENT OF RECEIPTS AND DISBURSEMENTS

119)

120)

121)

122)
123)

124)

Attached as Appendix “A"” to this First Report is a Statement of Receipts and
Disbursements reflecting the administration of the Receivership Proceedings for the
period from the Date of Receivership to February 8, 2024.

As of February 8, 2024, the Receiver’s gross receipts amounted to $497,258 primarily
relating to the Transaction Deposit ($300,000), operating receipts ($58,415), the
funding from the Mais ($60,000), and Receiver borrowings ($75,000).

During the same period, the Receiver has made disbursements totalling $118,266
including, among other items, wages and source deductions ($9,845), contractor
services ($93,037), insurance ($6,739) and appraisal fees ($6,000).

The net cash balance held by the Receiver at February 8, 2024 was $378,992.

The Receiver has invoiced $157,804 in fees and costs (before taxes) covering the
period from the Date of Receivership to January 31, 2024. As of the Date of this First
Report, no payments have been made in relation to the Receiver’'s fees and
disbursements.

DLA has invoiced $33,401 in fees and costs (before taxes) covering the period from
the Date of Receivership to January 31, 2024. As of the Date of this First Report, no
payments have been made in relation to DLA’s fees and disbursements.

PROPOSED DISTRIBUTION

125)

126)

Subject to Court approval and granting of the Distribution Order and assuming that
the Transaction closes as planned, the Receiver proposes to make payment of an
interim distribution to BMO in the amount of $2,650,000 (the "BMO Distribution”),
inclusive of the Guarantee Discharge Amount.

After Closing and payment of the BMO Distribution, the Receiver will retain a balance
on hand as disclosed in the First Confidential Report. This amount will be held by the
Receiver to satisfy any potential priority claims that may be advanced by CRA and the
remaining Receiver’s fees and disbursements, pending further order of the Court.

CONCLUSIONS AND RECOMMENDATIONS

127)

Based on the foregoing, the Receiver respectfully requests that the Court grant the
Orders cited at paragraph 8(e) of this First Report.

All of which is respectfully submitted at Vancouver, BC this 9th day of February, 2024.

DELOITTE RESTRUCTURING INC.

In its capacity as Court-Appointed Receiver of
PolyCan Health Centre (Canada) Inc.

and not in its personal capacity

Se

D

Vice-President Senior Vice-President

Per: Jeff e, CPA, CMA, CIRP, LIT Paul Chambers, FCA(UK), CIRP, LIT
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Appendix A"

Receiver’s Statement of Receipts and Disbursements for the period from
November 23, 2023 to February 8, 2024

In the Matter of the Receivership of
PolyCan Health Centre (Canada) Inc.

Receiver's Interim Statement of Receipts and Disbursements
For the Period of November 23, 2023 to February 8, 2024

Description

Receipts
Cash at bank $ 3,671
Transaction deposit $ 300,000
Bank interest $ 172
Operating receipts* $ 58,415
Non-refundable advance from shareholder $ 60,000
Receiver borrowings $ 75,000

Total receipts $ 497,258

Disbursements
Bank charges $ 81
Filings fees paid to Official Receiver $ 75
Payroll and source deductions $ 9,845
Contractors $ 93,037
Insurance $ 6,739
Appraisal fees $ 6,000
Utilities $ 518
Miscellaneous costs $ 1,036
GSTand PST $ 934

Total payments $ 118,266

Excess of receipts over disbursements $ 378,992

Note*: Includes an accrual of $16,749 for operating receipts in the BMO account as of
February 5, 2024 to be transferred to the Receiver.
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January 26, 2024

Binding Offer Submission Guidelines

Introduction

Pursuant to an Order of the Supreme Court of British Columbia (the “Court”) dated November 23,
2023, Deloitte Restructuring Inc. was appointed as receiver and manager (the “Receiver”), without
security, of all assets, undertakings, properties and legal and beneficial ownership interests (the
“Property”) of PolyCan Health Centre (Canada) Inc. ("PolyCan”).

Binding Offer Guidelines

The proposal should be executed by an authorized representative of your company in conformity with
the guidelines set forth below and should consist of: (i) a binding executed offer (the “Offer”)
addressing the issues and containing the information requested herein; and (ii) a copy of the draft
asset purchase agreement ("APA") and related exhibits electronically marked and blacklined with any
proposed changes (“Modified APA").

The Receiver provides the following guidance for the submission of your Offer:

i)

i)

i)

Contents of the Offer: Your Offer should reflect the best and final proposal that you are
prepared to make, including with respect to price, terms and conditions. You should not
assume that you will be given an opportunity to rebid, renegotiate, or improve the terms of
your Offer.

Transaction Structure: Offers should be submitted on the basis of acquiring the Property,
subject to Court approval, on an “as is, where is” basis without any representations, expressed
or implied, as to the description, condition, suitability for purpose, or value of the Property,
with a target closing date for the transaction of late February 2024, or as soon as possible
thereafter. You should specify the full legal identity of the purchaser(s), including any entity
specially formed for the purpose of effecting the contemplated transaction (the “Acquisition
Entity”), and confirm that the Offer is made as principal and for each purchaser’s own account.

Purchase Price: The cash consideration that you are prepared to pay in Canadian Dollars at
closing for the Property, and assignment of any contracts required. For the avoidance of doubt,
your Offer should be submitted on the basis of acquiring the Property, excluding any cash funds
currently held by the Receiver, debt free. The Purchase Price should be expressed as a specific
figure and not a range. You shall assume that the assets will be conveyed to the potential
purchaser by way of an order of the Court, free and clear of all claims, liens and security
interests.

APA: The APA is attached to the email you have received. Clarifications and questions
regarding the APA should be directed to the Receiver. If required, the Receiver can arrange
access to its legal counsel. An unsigned, clean copy, and an electronically marked and
blacklined copy, of the Modified APA are required to be submitted along with your Offer.

The Receiver’s preference is that no significant modifications be made to the APA. Please note
that the Receiver will consider the extent and nature of your revisions to the APA in evaluating
your Offer. Any modifications that are made must include specific proposed language changes
to be considered. Each bidder should indicate in its Offer that it is prepared to promptly
execute the Modified APA. Please ensure that all bullets have been completed and that all
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vi)

vii)

viii)

xi)

square brackets have been removed, where possible, and all exhibits, schedules and ancillary
agreements have been included.

Financing: Include details of the sources of funding contemplated by your Offer. Your Offer
should not be contingent on financing. If financing will be coming from external sources, the
Offer should include all relevant financing documentation including binding commitment letters
and should specify the names and telephone numbers of the lending institutions and/or equity
participants involved (including the appropriate individuals) so that the Receiver may contact
them to verify financing. If financing will be coming from internally available funds, the Offer
should include evidence of such available funds.

Due Diligence: Include confirmation that you have completed all necessary due diligence
required to promptly execute the Modified APA and complete the transaction shortly thereafter.
Your Offer should not be contingent on any additional due diligence requirements. The
Receiver will continue to be available throughout the period leading to the Offer Deadline
(defined below) to provide you with the opportunity to complete your due diligence.

Authorizations/Approvals: Include confirmation that you have obtained all required internal
approvals, including authorization and approval of your Board of Directors or equivalent
authority, prior to submitting your Offer and that no additional approvals are required
(including shareholder approval) to implement your Offer.

Conditions: You should provide your Offer with no or limited conditions except for receipt of
an order of the Court conveying the Property and assigning (to the extent permissible by law)
the material contracts to the purchaser free and clear of all claims, liens and security interests.

Offers with no or minimal other closing conditions will be considered more favourably by the
Receiver. Include details of any conditions to which your Offer is subject and the timing for
fulfilling any such conditions. Include a description of any other factors that you believe should
be taken into consideration in reviewing your Offer.

Contact information: Please include the names, titles, telephone numbers and email
addresses (the “Contact Information”) of those persons who will be available to discuss or
clarify any aspects of your Offer. Please also include the Contact Information of those
representatives of your company and any financial, legal, or other advisors who will be
responsible for and committed to working towards consummating the proposed transaction
expeditiously.

Irrevocable Offer: Include a statement that your Offer is irrevocable until the earlier of (i) the
selection of the Successful Bidder (defined below) and (ii) seven (7) days following the Offer
Deadline, provided that if you are selected as the Successful Bidder, your Offer shall remain
irrevocable until the closing of the sale, notwithstanding any negotiation of the Offer or counter
offers by the Receiver following receipt of your Offer.

Other: Include any material elements of your Offer that are not covered within the above
headings.
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Delivery of Documents to the Receiver

Please send your Offer to the Receiver via email by no later than 5:00pm PT on February 2,
2024 (the “Offer Deadline”) in care of:

Paul Chambers, Vice President Sally Bao, Analyst
Deloitte Restructuring Inc. Deloitte Restructuring Inc.
Tel: (604) 640 3368 Tel: (778) 327 1554
Email: pachambers@deloitte.ca Email: sbao@deloitte.ca

All communications on the foregoing should be delivered to the above contacts.
Procedures Following Receipt of Offers

The Receiver and its advisors will evaluate all Offers received by the Offer Deadline. You and your
team may be contacted after the submission of your Offer in order for the Receiver to clarify any
terms or conditions of your Offer.

Upon review of the Offers, the Receiver, in its sole discretion, will determine the process by which it
will move forward. It is currently contemplated that the Receiver will enter into an arrangement with
a single preferred bidder (the “Successful Bidder”) to swiftly finalize a definitive APA and determine
timing for Court approval of the transaction.

Prospective purchasers should note that the Receiver is under no obligation to respond to or accept
any Offer, and completion of any transaction will be subject to the approval of the Court.

Qualifications Regarding the Sale Process

The Receiver is not obliged to accept any Offer, nor to accept the highest Offer if any Offer is
accepted, and may amend, modify or change the procedures outlined herein at any time. The Receiver
reserves its right, in its sole and absolute discretion and without explanation, to evaluate all Offers,
negotiate their terms, reject any or all Offers, amend the transaction process, terminate discussions
with any interested party, and initiate negotiations related to the transaction with one or more
interested parties.

Interested parties are responsible for all costs and expenses incurred in connection with the
investigation of this opportunity, their respective Offers, and the negotiation and execution of the
definitive APA (where applicable).

Neither the Receiver nor any of its representatives makes any representations or warranties as to the
accuracy or completeness of any information provided to you, and no responsibility or liability is or will
be accepted by the Receiver or its representatives in relation to the accuracy or completeness of such
information or any other written or oral information made available to any interested party or its
advisors in connection with any further investigation of PolyCan and the Property. Interested parties
must rely solely on their own independent due diligence. The Receiver reserves the right, but shall
have no obligation, to amend the information contained within the electronic data room or any other
written material furnished or information orally transmitted to an interested party. No information,
representations or opinions set out or expressed will form the basis of any contract, agreement or
understanding.

The Receiver reminds interested parties that: (i) the non-disclosure agreement ("NDA") entered into
between interested parties and the Receiver continues in full force and effect; (ii) the existence and
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contents of this letter and its attachments, as well as the existence, contents and status of any Offer
you may submit, are all subject to the NDA; and (iii) the Receiver will coordinate all meetings and
information requests. As such, all communications, inquiries or requests for further information should
be directed to Paul Chambers at the number or email address provided above.

This document does not constitute an offer or firm commitment by the Receiver to execute, enter into
or perform any transaction. Any binding obligation in respect of a potential transaction will be subject
to the duly authorized and executed final documentation, and approval of the Court.
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Execution version

ASSET PURCHASE AGREEMENT

between

DELOITTE RESTRUCTURING INC,, IN ITS CAPACITY AS
RECEIVER AND MANAGER OF POLYCAN HEALTH CENTRE (CANADA) INC. AND NOT IN ITS PERSONAL
OR CORPORATE CAPACITY

and

1461890 B.C. LTD.

CAN: 51513827.4
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ASSET PURCHASE AGREEMENT

This Asset Purchase Agreement (as the same may be amended, modified, supplemented, or restated from
time to time, this “Agreement”), dated as of February 5, 2024, is entered into between DELOITTE
RESTRUCTURING INC,, in its capacity as receiver and manager of all of the assets, undertakings and
properties of PolyCan Health Centre (Canada) Inc. (the “Vendor”), and not in its personal or corporate
capacity, having an office at 410 West Georgia Street, Vancouver, British Columbia, V6B 0S7 and 1461890
B.C. LTD. (the “Purchaser”), having an office at 5951 No. 3 Road, Unit 580, Richmond, British Columbia,
V6X 2E3.

RECITALS:

A.

Polycan Health Centre (Canada) Inc. (the “Company”) is engaged in the business of operating a
health care centre at unit 205 — 9055 University High Street, Burnaby, BC, V5A 0A7 and was, prior
to the Receiver ceasing operations on or about December 19, 2023, engaged in the business of
operating a walk-in medical clinic at unit 102 — 9055 University High Street, Burnaby, BC, V5A 0A7
(collectively, the “Business”).

The Purchaser employs persons with experience in the operation of healthcare facilities. The
shareholders of the Purchaser include Mr. William Zhu (aka Wei Dong Zhu) and Alice Xu (aka Hua
Xu).

On October 26, 2023, an Order (the “Receivership Order”), with effect as of November 23, 2023,
was made by the British Columbia Supreme Court (the “Court”) among other things, appointing
Deloitte Restructuring Inc. as Receiver and Manager of the property, assets, and undertakings of
the Company (the “Assets”), including over the Business, pursuant to s. 243(1) of the Bankruptcy
and Insolvency Act, R.S.C. 1985, c. B-3, as amended, s. 39 of the Law and Equity Act, R.S.B.C. 1996,
c. 253, as amended, s. 66 of the Personal Property Security Act, R.S.B.C. 1996, c. 359, as amended,
and Rules 10-2 and 16-1 of the Supreme Court Civil Rules.

Within the Receivership Proceedings (as defined herein), the Receiver (as defined herein) may,
with the approval of the Court, sell, convey, transfer and assign all or any part of the Assets out
of the Ordinary Course.

The Purchaser has agreed to purchase the Purchased Assets (as defined herein) upon and subject
to the terms and conditions of this Agreement, the Receivership Order and the Vesting Order (as
defined herein).

NOW, THEREFORE, in consideration of the mutual covenants and agreements hereinafter set forth and
for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
the parties hereto agree as follows:

1.1

ARTICLE 1
DEFINITIONS

Definitions

The following terms have the meanings specified or referred to in this ARTICLE 1:

CAN: 51513827.4
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“Action” means any claim, action, cause of action, demand, lawsuit, arbitration, inquiry,
audit, notice of assessment, notice of reassessment, proceeding, litigation, summons,
subpoena or investigation of any nature, civil, criminal, administrative, investigative,
regulatory or otherwise, whether at law or in equity.

“Agreement” has the meaning set forth in the recitals.

“Allocation Schedule” has the meaning set forth in Section 2.9.

“Assets” has the meaning set forth in the recitals.

“Assigned Contracts” has the meaning set forth in Section 2.1(b).

“Assignment and Assumption Agreement” has the meaning set forth in Section 6.1(c).
“Assumed Liabilities” has the meaning set forth in Section 2.3.

“Books and Records” has the meaning set forth in Section 2.1(i).

“Business” has the meaning set forth in the recitals.

“Business Day” means any day except Saturday, Sunday or any other day on which banks
located in Vancouver, British Columbia, are authorized or required by Law to be closed
for business.

“Closing” has the meaning set forth in Section 3.1.

“Closing Cash Payment” means an amount equal to:

(i) the Guarantee Discharge Amount;

(i) plus the Lease Deposit Shortfall;

(iii) plus the Purchase Price;

(iv) less the Deposit.

“Closing Date” means February 29, 2024 or such other date as mutually agreed upon by
the Purchaser and the Vendor.

“Closing Time” means 11:00 a.m. (Vancouver time) on the Closing Date, or such other
time on the Closing Date as mutually agreed upon by the Purchaser and the Vendor.

“Contracts” means all contracts, leases, deeds, mortgages, licences, instruments, notes,
commitments, undertakings, indentures, joint ventures and all other agreements,
commitments and legally binding arrangements, whether written or oral.

“Cure Costs” means the amount, if any, that (i) is required to cure any monetary defaults
of the Company under the Assigned Contracts (excluding, for certainty, the Lease Deposit



(r)
(s)
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(v)

CAN: 51513827.4

Shortfall) or (ii) is required by the landlord under the Office Lease as a condition to
granting consent to assignment.

“Deposit” has the meaning set forth in Section 2.5.
“Dollars” or “$” means the lawful currency of Canada.

“Encumbrance” means any encumbrance or restriction of any kind or nature whatsoever
and howsoever arising (whether registered or unregistered) and includes a security
interest, mortgage, easement, adverse ownership interest, defect on title, condition, right
of first refusal, right of first offer, right-of-way, encroachment, building or use restriction,
conditional sale agreement, lien, hypothec, pledge, deposit by way of security,
hypothecation, assignment, charge, security under section 426 or section 427 of the Bank
Act (Canada), trust or deemed trust, voting trust or pooling agreement with respect to
securities, any adverse claim, grant of any exclusive license or sole license, or any other
right, option or claim of others of any kind whatsoever, and includes any agreement to
give any of the foregoing in the future, and any subsequent sale or other title retention
agreement or lease in the nature thereof, affecting the Purchased Assets.

“Governmental Authority” means: (a) any court, tribunal, judicial body or arbitral body
or arbitrator; (b) any domestic or foreign government or supranational body or authority
whether multinational, national, federal, provincial, territorial, state, municipal or local
and any governmental agency, governmental authority, governmental body,
governmental board, governmental bureau, governmental department, governmental
ministry, governmental tribunal or governmental commission of any kind whatsoever; (c)
any subdivision or authority of any of the foregoing; (d) any quasi-governmental or private
body or public body exercising any regulatory, administrative, expropriation or taxing
authority under or for the account of the foregoing; and (e) any public utility authority.

“Governmental Order” means any order, writ, judgment, injunction, decree, stipulation,
determination, award, decision, sanction or ruling entered by or with any Governmental
Authority.

“GST” means all taxes levied under the GST Act.
“GST Act” means Part IX of the Excise Tax Act (Canada).

“Guarantee Discharge Amount” means the amount sufficient to require Bank of
Montreal to provide a release and discharge of: (i) the guarantee granted by Mr. William
Zhu (aka Wei Dong Zhu) and Ms. Alice Xu (aka Hua Xu) to the Bank of Montreal (the
“Guarantee”) of the obligations of the Company under its credit facilities with the Bank
of Montreal; (ii) the judgment granted against Mr. Zhu and Ms. Xu on October 26, 2023
and any registration or charge filed in connection therewith; and (iii) all collateral security
for the Guarantee granted by Mr. Zhu and Ms. Xu.

“Intellectual Property” means any and all of the following in any jurisdiction throughout
the world: (i) trademarks, including all applications and registrations and the goodwill
connected with the use and symbolized by the foregoing; (ii) copyrights and industrial
designs, including all applications and registrations relating to the foregoing; (iii) all
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business names (including the operating tradename “PolyCan Health Centre”), corporate
names, telephone numbers and other communication addresses owned or used by the
Company in the Business; (iv) patents and patent applications; (v) websites and internet
domain name registrations; (vi) proprietary software, if any and (vii) other intellectual
property and related proprietary rights, interests and protections (including all rights to
sue and recover and retain damages, costs and legal fees, disbursements and charges for
past, present and future infringement and any other rights relating to any of the
foregoing).

“Interim Period” means the period of time from and including the date of this Agreement
to the Closing Time.

“IP Assets” means all Intellectual Property that is owned by the Company and used in or
necessary for the conduct of the Business.

“Landlord” means SFU Community Corporation as Trustee of the SFU Community Trust.
"Law” means any statute, law, ordinance, regulation, rule, instrument, code, order,
constitution, treaty, common law, judgment, decree or other requirement or rule of law
of any Governmental Authority.

“Lease Deposit Shortfall” means:

(i) if the Closing Date is on or before February 29, 2024, $90,217.50; and

(ii) if the Closing Date is on or after March 1, 2024, $93,724.50.

“Liabilities” means liabilities, obligations or commitments of any nature whatsoever,
asserted or unasserted, known or unknown, absolute or contingent, accrued or
unaccrued, matured or unmatured, or otherwise.

“Mutual Condition” has the meaning set forth in Section 5.1.

“Office Lease” means the Office Lease Agreement between the Company, as tenant, and
the Landlord, as landlord, dated as of April 15, 2019, as it may be amended from time to
time.

“Office Lease Consent” has the meaning set forth in Section 5.1(d).

“Ordinary Course”, when used in relation to the conduct of the Business, means any
transaction that constitutes an ordinary day-to-day business activity of the Business
conducted in a manner consistent with the Company’s past practice.

“Permits” means all permits, licences, franchises, approvals, authorizations, registrations,
certificates, variances and similar rights obtained, or required to be obtained, from

Governmental Authorities.

“Permitted Encumbrances” means those Encumbrances listed in Schedule A.
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“Person” means an individual, corporation, company, limited liability company, body
corporate, partnership, joint venture, Governmental Authority, unincorporated
organization, trust, association or other entity. For greater certainty, the term “Person”
shall include a regional health board.

“Personal Information” means any factual or subjective information, recorded or not,
about an employee, contractor, agent, consultant, officer, director, executive, patient,
client, customer or supplier of the Company who is a natural person or a natural person
who is a shareholder of the Company, or about any other identifiable individual, including
any record that can be manipulated, linked or matched by a reasonably foreseeable
method to identify an individual.

“PST” means all taxes levied under the PST Act.

“PST Act” means the Provincial Sales Tax Act (British Columbia).
“Purchased Assets” has the meaning set forth in Section 2.1.
“Purchase Price” means:

i

(ii) minus the Guarantee Discharge Amount,

(iii) plus any applicable Taxes

as adjusted under Section 2.6, if applicable.

“Purchaser” has the meaning set forth in the preamble.

“Receiver” means Deloitte Restructuring Inc. in its capacity as receiver and manager of
the Company and not in its personal or corporate capacity.

“Receivership Order” has the meaning set forth in the recitals.

“Receivership Proceedings” means the proceeding commenced in the Supreme Court of
British Columbia, Vancouver Registry #S5-234092 in which the Receivership Order was
granted.

“Tax Act” means the Income Tax Act (Canada).

“Tax” or “Taxes” means all taxes, surtaxes, duties, levies, imposts, fees, assessments,
reassessments, withholdings, dues and other charges of any nature, imposed or collected
by any Governmental Authority, whether disputed or not, including federal, provincial,
territorial, state, municipal and local, foreign and other income, franchise, capital, real
property, personal property, withholding, payroll, health, transfer, value added,
alternative, or add on minimum tax including GST, PST, sales, use, consumption, excise,
customs, anti-dumping, countervail, net worth, stamp, registration, franchise, payroll,
employment, education, business, school, local improvement, development and



(xx)

(vy)

occupation taxes, duties, levies, imposts, fees, assessments and withholdings and Canada
Pension Plan contributions, employment insurance premiums and all other taxes and
similar governmental charges, levies or assessments of any kind whatsoever imposed by
any Governmental Authority including any installment payments, interest, penalties or
other additions associated therewith, whether or not disputed.

“Vendor” has the meaning set forth in the preamble.

“Vesting Order” means an order (or separate orders) of the Court, granted in the
Receivership Proceedings, substantially in the form attached as Schedule E.

ARTICLE 2
PURCHASE AND SALE

2.1 Purchase and Sale of the Purchased Assets

Subject to Section 2.2, at the Closing, the Vendor shall sell, assign, transfer, convey and deliver to the
Purchaser, and the Purchaser shall purchase from the Vendor, in accordance with the Vesting Order, all
of the Company’s right, title and interest in, to and under the Assets (the “Purchased Assets”), including
without limitation the following:

(a)
(b)

(c)
(d)

(f)

(8)

(h)
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all inventory and supplies used in the Business;

all Contracts set forth in the schedule attached hereto as Schedule C (collectively, the
“Assigned Contracts”);

the IP Assets;

all furniture, fixtures, equipment, machinery, tools, office equipment, supplies,
computers, telephones and other tangible personal property, including those set out in
Schedule B;

to the extent freely assignable by the Vendor, all Permits which are held by the Company
and required for the conduct of the Business as currently conducted or for the ownership
and use of the Purchased Assets;

all prepaid expenses, credits, advance payments, claims, security, refunds, rights of
recovery, rights of set-off, rights of recoupment, deposits, charges, sums and fees;

all of Company’s rights under warranties, indemnities and all similar rights against third
parties to the extent related to any Purchased Assets;

all insurance benefits, including rights and proceeds, arising from or relating to the
Business, the Purchased Assets or the Assumed Liabilities;

originals, or where not available, copies, of all books and records, including books of
account, ledgers and general, financial and accounting records, equipment maintenance
files, patient lists, patient histories, patient records, staff and employee information
including personnel files, service contracts with health care providers and ancillary



(i)

services, operational records including policies and procedures, occupational health and
safety records, supplier lists, quality control records and procedures, patient complaints
and inquiry files, research and development files, records and data (including all
correspondence with any Governmental Authority), strategic plans, internal financial
statements, marketing and promotional surveys, material and research and files relating
to the IP Assets (collectively, the “Books and Records”); and

all goodwill, strategic and social value and the going concern value of the Business.

2.2 Excluded Assets

Notwithstanding Section 2.1, the Purchased Assets shall not include the following assets:

(a)
(b)
(c)

(d)

(k)

cash or cash equivalents;
the Company’s bank accounts and safe deposit boxes and the contents thereof;

all accounts or notes receivable held by the Company, and any security, claim, remedy or
other right related to any of the foregoing;

any proceeding, claim, cause of action or insurance claim of the Company that existed
prior to Closing;

Contracts that are not Assigned Contracts;

municipal business licences;

any Permit that is not freely assignable by the Vendor;
the rights of the Vendor under this Agreement;
corporate income Taxes receivable and GST refunds;

Diagnostic Accreditation Program Certificate of Accreditation for PolyCan Health Centre
Diagnostic Imaging (Facility ID: 30114Dl), issued by the College of Physicians and Surgeons
of British Columbia, effective as of July 20, 2022;

the Siemens Acuson S2000 ABVS 3D/4D ultrasound breast volume scanner (model
number 10434730, serial number 250718), Surgifresh mini turbo (model number 906500,
serial number 64273689012), and Q80 shockwave therapy machine; and

the corporate seals, organizational documents, minute books, share certificate books,
corporate tax returns, books of account or other records having to do with the corporate
organization of the Company.

23 Assumed and Excluded Liabilities

(a)
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Subject to the terms and conditions set forth herein, at the Closing, the Purchaser shall
assume and agree to pay, perform and discharge the following Liabilities of the Company
(collectively, the “Assumed Liabilities”), and no other Liabilities:

10



(i) all Liabilities in respect of the Assigned Contracts, including without limitation any
Cure Costs.

(b) The Purchaser acknowledges that the Vendor will have no responsibility whatsoever for
curing any defaults, paying any arrears, or performing any obligations under or with
respect to the Assumed Liabilities, save and except as otherwise specified herein.

(c) Notwithstanding the provisions of this Section 2.3 or any other provision in this
Agreement to the contrary, Purchaser shall not assume and shall not be responsible to
pay, perform or discharge any Liabilities of the Company of any kind or nature whatsoever
other than the Assumed Liabilities.

2.4 As Is, Where is

(a) The Purchased Assets will be sold and delivered to the Purchaser on an "as is, where is"
basis as they exist on the Closing Date and without surviving representations or
warranties of any kind, nature, or description by the Vendor, the Company, or any of their
agents or estates. The Purchaser further acknowledges that it has entered into this
Agreement on the basis that the Vendor does not guarantee title to the Purchased Assets
and that the Purchaser has conducted or will have conducted such inspections of the
condition of and title to the Purchased Assets as it deems appropriate and has satisfied
itself with regard to these matters. No representation, warranty or condition is expressed
or can be implied as to title, encumbrances, description, fitness for purpose,
merchantability, condition, quantity or quality, assignability or in respect of any other
matter or thing whatsoever concerning the Purchased Assets or the right of the Vendor
to sell them save and except as expressly represented or warranted in this Agreement.
The description of the Purchased Assets contained in this Agreement is for purposes of
identification only.

(b) The Purchaser is relying on its own due diligence in reviewing the documents and other
materials in respect of the Purchased Assets made available to it by the Vendor and
Company and acknowledges that such documents and other materials are not intended
to constitute a representation or warranty as to any of the contents thereof on the part
of the Vendor.

(c) The Vendor shall have no obligations or responsibility to the Purchaser after Closing with
respect to any matter relating to the Purchased Assets or the condition thereof, save as
otherwise expressly provided in or contemplated by this Agreement.

(d) This Section 2.4 shall survive Closing and shall be restated or incorporated by reference,
where applicable, in the closing documents.

25 Deposit

Upon execution of this Agreement, the Purchaser shall pay $300,000 (the “Deposit”) to the Receiver by
wire transfer of immediately available funds to be held, without interest, as a deposit against the Purchase
Price. The Deposit shall be non-refundable, except in the event this Agreement is terminated pursuant to
Section 5.1.

11
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2.6 Adjustment for Rent

If the Closing Date is on or after March 1, 2024, then at Closing, the Purchase Price will be adjusted for
monthly rent paid under the Office Lease, with the Vendor bearing the expense up to the Closing Date
and the Purchaser bearing the expense thereafter.

2.7 Payment of the Purchase Price

At Closing, the Purchase Price and the Guarantee Discharge Amount will be satisfied by:

(a) as to the amount of the Deposit, the application of the Deposit on account of the Purchase
Price; and
(b) as to the balance of the Purchase Price and the Guarantee Discharge Amount, the release

by counsel to the Vendor of the Closing Cash Payment from trust and payment of such
amount to the Vendor, without interest.

2.8 Application of Purchase Price
(a) On or before two Business Days prior to the Closing, the Purchaser shall deposit with
counsel for the Vendor the Closing Cash Payment which shall be held in trust by Vendor’s
counsel, without interest, pending the Closing.
(b) Upon Closing, the Vendor shall apply the Deposit and the Closing Cash Payment to pay:

(i) to the landlord under the Office Lease, the Lease Deposit Shortfall;

(ii) to Bank of Montreal, on behalf of Mr. Zhu and Ms. Xu, the Guarantee Discharge
Amount;

(iii) to the Receiver, the reasonable costs of administration of the receivership; and

(iv) as to the balance, in accordance with Orders made or to be made under the
Receivership Proceedings

and shall account to the Purchaser for such payments, upon request.
2.9 Allocation of Purchase Price

The Vendor and the Purchaser agree that the Purchase Price shall be allocated among the Purchased
Assets for Tax and financial accounting purposes as shown on Schedule D (the “Allocation Schedule”). The
Purchaser and the Vendor shall file all tax returns (including amended returns and claims for refund) and
elections required or desirable under the Tax Act in a manner consistent with the Allocation Schedule.
Neither the Vendor nor the Purchaser shall take a contrary position with respect to such allocation in any
Tax proceeding, audit, investigation, assessment, reassessment objection or appeal.

12
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2.10 GSTandPST

(a) The Purchaser and the Vendor acknowledge that the Purchase Price does not include any
GST or any Tax imposed under any provision of any applicable provincial legislation
imposing a similar value-added or multi-staged Tax.

(b) If requested by the Purchaser, and at the expense of the Purchaser, the Vendor shall
execute a joint election as provided for under section 167(1.1) of the GST Act.

(c) If, however, any GST is payable in respect of the purchase and sale of the Purchased
Assets, the Purchaser shall pay to the Vendor, immediately upon demand, such amounts
and the Vendor shall remit on a timely basis such payment to the Canada Revenue Agency
and provide to the Purchaser evidence in writing of such remittance. The Purchaser shall
indemnify and hold harmless the Vendor for any GST and any applicable interest or
penalties payable as a result of any late payment of GST.

(d) If the Vendor is required by law or by administration thereof to collect any other
applicable sales Taxes from the Purchaser, including PST under the PST Act, the Purchaser
shall pay such sales Taxes to the Vendor concurrently with the payment of the
consideration upon which such sales Taxes are calculated; provided that if the Purchaser
qualifies for an exemption from any such sales Taxes, the Purchaser shall, in lieu of
payment of such applicable sales Taxes to the Vendor, deliver to the Vendor such
certificates, elections or other documentation required by law or the administration
thereof to substantiate and effect the exemption claimed by the Purchaser.

ARTICLE 3
CLOSING

3.1 Closing

Subject to the terms and conditions of this Agreement, the consummation of the transactions
contemplated by this Agreement (the “Closing”) shall take place at the Closing Time on the Closing Date.
The parties agree that, in lieu of a physical closing, the Closing may occur remotely by way of an electronic
exchange of documents between Purchaser’s solicitor and Vendor’s solicitor on such professional
undertakings or trust conditions as are agreed to by Purchaser’s solicitor and Vendor’s solicitor.

ARTICLE 4
REPRESENTATIONS AND COVENANTS

4.1 Representations and Warranties of the Vendor

The Vendor represents and warrants to the Purchaser as of the date hereof and as of the Closing Time as
follows, and acknowledges that the Purchaser is relying on such representations and warranties in
connection with entering into this Agreement and performing its obligations hereunder:

(a) Subject to the terms of the Receivership Order, the Vesting Order (once granted) and all
other orders made in the Receivership Proceedings, the Vendor has the requisite power
and authority to enter into this Agreement and to complete the transactions
contemplated hereunder.

13
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(b) The Vendor is not a non-resident of Canada for the purposes of the Tax Act.
4.2 Representations and Warranties of the Purchaser

The Purchaser represents and warrants to the Vendor as of the date hereof and as of the Closing Time as
follows, and acknowledges that the Vendor is relying on such representations and warranties in
connection with entering into this Agreement and performing its obligations hereunder:

(a) The Purchaser is a company duly incorporated, organized and subsisting under the laws
of the Province of British Columbia and has the requisite power and authority to become
a party to this Agreement and to complete the transactions contemplated herein.

(b) The Purchaser has taken all necessary corporate action to authorize the entering into and
performance by it of this Agreement and completion of the Transaction contemplated
herein will not breach its organizational documents, any agreement binding upon it or
any applicable Laws.

(c) This Agreement and all other documents contemplated hereunder to which the Purchaser
is or will be a party have been or will be, as at the Closing Time, duly and validly executed
and delivered by the Purchaser and constitute or will, as at the Closing Time, constitute
legal, valid and binding obligations of the Purchaser enforceable in accordance with the
terms hereof or thereof.

(d) Except in connection with the Receivership Proceedings, there are no proceedings before
or pending before any Governmental Authority or threatened to be brought by or before
any Governmental Authority by or against the Purchaser affecting the legality, validity or
enforceability of this Agreement or the consummation of the transactions contemplated
hereby by the Purchaser.

(e) The Purchaser is not subject to any Governmental Order, nor are there any such orders
threatened to be imposed by any Governmental Authority, which could affect the legality,
validity or enforceability of this Agreement or the consummation of the transactions
contemplated hereby by the Purchaser.

(f) The Purchaser has sufficient funds available to satisfy its obligations to pay the Closing
Cash Payment.

4.3 Survival of Representations and Warranties

All of the representations and warranties set out in Sections 4.1 and 4.2 shall not merge on, but shall
survive, Closing.

4.4 Conduct of Business Before the Closing

Each of the parties hereby acknowledges that the Vendor temporarily ceased certain operations of the
Business on December 19, 2023 and that during the Interim Period, the Vendor is not required to carry
on the Business.

14
CAN: 51513827.4



4.5 Access to Information

During the Interim Period, the Vendor shall afford Purchaser and its representatives access during
business hours and upon reasonable notice to and the right to inspect all of the leased real property,
properties, assets, Books and Records, Contracts and other documents and data related to the Business.

4.6 Notice of Certain Events
During the Interim Period, the Vendor shall promptly notify the Purchaser in writing of:

(a) any notice or other communication from any Governmental Authority in connection with
the transactions contemplated by this Agreement; and

(b) any Actions commenced relating to or involving or otherwise affecting the Business, the
Purchased Assets or the Assumed Liabilities or that relate to the consummation of the
transactions contemplated by this Agreement.

4.7 Personal Information Privacy

The Purchaser shall, at all times, comply with all Laws governing the protection of personal information
with respect to Personal Information disclosed or otherwise provided to the Purchaser by the Vendor
under this Agreement. Without limiting the foregoing:

(a) prior to completion of the transactions contemplated in this Agreement:

(i) the Purchaser shall only collect, use or disclose such Personal Information for
purposes related to the transactions contemplated in this Agreement;

(ii) the Purchaser shall safeguard all Personal Information collected from the Vendor
in a manner consistent with the degree of sensitivity of the Personal Information
and maintain, at all times, the security and integrity of the Personal Information;
and

(iii) if the transactions contemplated in this Agreement do not complete for any
reason the Purchaser shall return all Personal Information to the Vendor or, at
the Vendor’s request, destroy such Personal Information at the Vendor’s sole

cost; and
(b) following the completion of the transactions contemplated in this Agreement:
(i) the Purchaser shall not use or disclose the Personal Information for any purposes

other than the carrying on of the Business (with use or disclosure of the Personal
Information being restricted to those purposes for which the information was
initially collected or for which additional consent was or is obtained) or as
otherwise permitted or required by applicable laws;

(i) the Purchaser shall give effect to any withdrawal of consent with respect to
Personal Information; and

15
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(iii) if and to the extent required by applicable law, the Purchaser shall notify in
writing those individuals whose Personal Information was disclosed in connection
with the transactions contemplated by this Agreement that (i) the transactions
have been completed, and (ii) Personal Information about them was disclosed to
the Purchaser in connection with those transactions.

4.8 Cure Costs

At Closing, the Purchaser shall pay to the relevant third party or third parties all Cure Costs under the
Assigned Contracts and shall provide receipts to the Vendor for such payments, promptly upon Closing.

4.9 Further Assurances

Following the Closing, each of the parties hereto shall execute and deliver such additional documents,
instruments, conveyances and assurances and take such further actions as may be reasonably required to
carry out the provisions hereof and give effect to the transactions contemplated by this Agreement.

ARTICLE S5
CONDITIONS TO CLOSING
5.1 Mutual Conditions

The Purchaser’s obligation to complete the purchase of the Purchased Assets, and the Vendor’s
corresponding obligation to complete the sale of the Purchased Assets, is subject to:

(a) the approval by the Court of this Agreement substantially on the terms and conditions
herein;

(b) the issuance of the Vesting Order and all applicable appeal periods therefrom having
lapsed;

(c) no Governmental Authority shall have enacted, issued, promulgated, enforced or entered

any Governmental Order that is in effect and has the effect of making the transactions
contemplated by this Agreement illegal, otherwise restraining or prohibiting
consummation of such transactions or causing any of the transactions contemplated
hereunder to be rescinded following completion thereof; and

(d) the Landlord executing an assignment, assumption and consent agreement or equivalent
document (“Office Lease Consent”), in form reasonably satisfactory to the solicitors for
the Vendor and the Purchaser, or alternatively the Court granting an Order assigning the
Office Lease to the Purchaser upon payment of any Cure Costs;

(collectively, the “Mutual Conditions”).

The Vendor covenants and agrees to use all reasonable commercial efforts to obtain the Vesting Order
and the above noted approval of this Agreement by the Court on or before February 23, 2024. The Mutual
Conditions are for the benefit of both the Purchaser and the Vendor and cannot be waived, in whole or in
part, by either party. In the event that the Mutual Conditions are not satisfied by the Closing Date, this
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Agreement will be terminated and each of the parties hereto will have no further obligations to, nor rights
against, the other in respect of this Agreement, except that (x) the Receiver shall refund the Deposit to
the Purchaser, without interest, and (y) the Purchaser shall abide by its obligations under Section 4.7.

5.2 Overbid Procedures
Notwithstanding any other provision of this Agreement:

(a) upon execution of this offer and receipt of the Deposit by the Receiver in accordance with
Section 2.5 hereof, the Vendor shall file an application with the Court seeking approval of
this Agreement and a Vesting Order; and

(b) upon filing an application in accordance with Section 5.2(a) hereof, the Vendor shall have
the right to seek alternative offers for the Assets and the Business, and the Vendor shall
be entitled to advocate for the acceptance by the Court of any such alternative offers in
its sole discretion.

The Vendor and the Purchaser acknowledge that the Vendor must take reasonable steps to demonstrate
that it has sought to obtain the highest or otherwise best price for the Assets and the Business.

The Vendor and the Purchaser agree that the provisions of this Agreement, including this Section 5.2, are
reasonable, were a material inducement to the Vendor and the Purchaser to enter into this Agreement
and are designed to achieve the highest and best price for the Assets and Business.

5.3 Conditions to Obligations of Vendor

The obligations of the Vendor to consummate the transactions contemplated by this Agreement shall be
subject to the fulfillment or the Vendor’s waiver, at or before the Closing, of each of the following
conditions:

(a) The representations and warranties of the Purchaser set out in Section 4.2 shall be true
and correct in all respects on and as of the date hereof and on and as of the Closing Date
with the same effect as though made at and as of such date.

(b) The Purchaser shall have duly performed and complied in all material respects with all
agreements, covenants and conditions required by this Agreement to be performed or
complied with by it on or before the Closing Date; provided that, with respect to
agreements, covenants and conditions that are qualified by materiality, the Purchaser
shall have performed such agreements, covenants and conditions, as so qualified, in all
respects.

In the event that the conditions in this Section 5.3 are not waived by the Vendor or satisfied by the Closing
Date, this Agreement will be terminated and each of the parties hereto will have no further obligations
to, nor rights against, the other in respect of this Agreement, except for any obligations of the Purchaser
under Section 4.7. In the event of such termination, the Deposit will be forfeit to the Vendor to be applied
in accordance with Orders under the Receivership Proceedings.
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ARTICLE 6

CLOSING PROCEDURES

6.1 Vendor’s Documents

On or before the Closing Date, the Vendor will deliver to the Purchaser’s solicitors, properly executed and
acknowledged, all documents reasonably required and prepared by the Purchaser’s solicitors (where
applicable) in form and substance reasonably approved by the Vendor’s solicitors, in order to complete
this Transaction in accordance with its terms, including, without limitation:

(a)
(b)
(c)

(d)

(f)

an entered copy of the Vesting Order;
the Receiver’s Certificate (as defined in the Vesting Order), duly executed by the Receiver;

an assignment and assumption agreement with respect to the assignment of the Assigned
Contracts and the assumption of the Assumed Liabilities (the “Assignment and
Assumption Agreement”), duly executed by the Vendor;

if applicable, the Office Lease Consent, duly executed by the Vendor as assignor;
such bills of sale or other instruments of conveyance as are requested by the Purchaser
and in form and substance consistent with this Agreement and the Vesting Order, duly

executed by the Vendor, transferring the Purchased Assets to the Purchaser; and

the Tax election required by Section 2.10(b), if applicable, duly executed by the Vendor.

6.2 Purchaser’s Documents

At or before the Closing Time, the Purchaser will execute and deliver, or arrange for the delivery, as the
case may be, to the Vendor the following, each of which will be in form and substance satisfactory to the
Vendor, acting reasonably:

(a)

(b)
(c)
(d)
(e)

CAN: 51513827.4

an irrevocable joint direction to pay from the Purchaser, Mr. Zhu and Ms. Xu:

(i) to counsel for the Vendor to release the Closing Cash Payment from trust and pay
it to the Vendor; and

(ii) to the Vendor to pay it as set out in Section 2.8;

the Assignment and Assumption Agreement, duly executed by Purchaser;

if applicable, the Office Lease Consent, duly executed by the Purchaser as assignee;

a payout statement from Bank of Montreal setting out the Guarantee Discharge Amount;

the Tax election required by Section 2.10(b), if applicable, duly executed by Purchaser;
and

18



(f) a certificate dated as of the Closing Date from the Purchaser confirming that all of the
representations and warranties of the Purchaser contained in this Agreement are true as
of the Closing Time with the same effect as though made on and as of the Closing Time,
and that the Purchaser has performed each of its obligations under this Agreement
required to be performed by it at or prior to the Closing Time.

ARTICLE 7
MISCELLANEOUS

7.1 Assignment

This Agreement shall be binding upon and shall enure to the benefit of the parties hereto and their
respective successors and permitted assigns. The Purchaser may assign its rights and obligations
hereunder to any affiliate of the Purchaser without the consent of the Vendor, provided (i) Purchaser
delivers written notice of such assignment to the Vendor no less than two (2) business days prior to the
hearing of the Vendor’s application for a Vesting Order; (ii) the assignee enters into an agreement
pursuant to which the assignee agrees to be bound by all of the obligations of the Purchaser under this
Agreement as if it was the original Purchaser; and (iii) the Purchaser is not released from its obligations
under this Agreement until the completion of the transactions contemplated in this Agreement, at which
time the assignor will be automatically released from all of its obligations under this Agreement without
the need for any further deliveries or instruments of release. Except as expressly permitted by this Section
7.1, neither party may assign its rights or obligations hereunder without the prior written consent of the
other party, which consent shall not be unreasonably withheld or delayed.

7.2 Expenses

Except as otherwise expressly provided herein, all costs and expenses, including fees and disbursements
of counsel, financial advisors and accountants, incurred in connection with this Agreement and the
transactions contemplated hereby shall be paid by the party incurring such costs and expenses, whether
or not the Closing shall have occurred.

7.3 Limitations of Liability

The Purchaser hereby expressly acknowledges and agrees that the Vendor is acting only in its
representative capacity as court-appointed receiver and manager of the assets, undertakings and
properties of the Company and shall have no personal or corporate liability under or as a result of entering
into or carrying out the transaction which is the subject of this Agreement except in such capacity and
without limitation to the generality of the foregoing the Vendor shall have no liability under or as a result
of entering into or carrying out of such transaction in its personal or corporate capacity.

7.4 Notices

All notices, requests, consents, claims, demands, waivers and other communications hereunder shall be
in writing and shall be deemed to have been given (a) when delivered by hand (with written confirmation
of receipt); (b) when received by the addressee if sent by a nationally recognized overnight courier (receipt
requested); (c) on the date sent by facsimile or e-mail of a PDF document (with confirmation of
transmission) if sent during normal business hours of the recipient, and on the next Business Day if sent
after normal business hours of the recipient or (d) on the third day after the date mailed, by certified or
registered mail, return receipt requested, postage prepaid. Such communications must be sent to the
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respective parties at the following addresses (or at such other address for a party as shall be specified in
a notice given in accordance with this Section 7.4:

(a) If to the Vendor:

DELOITTE RESTRUCTURING INC.,, in its capacity as Receiver and Manager of
POLYCAN HEALTH CENTRE (CANADA) INC. and not in its personal or corporate
capacity

410 West Georgia Street, Vancouver, BC V6B 0S7

Email: pachambers@deloitte.ca

Attention: Paul Chambers
with a copy to:

DLA Piper (Canada) LLP
1133 Melville St., Suite 2700, Vancouver, BC V6E 4E5

Email: colin.brousson@dlapiper.com
Attention: Colin Brousson
(b) If to Purchaser:

1461890 B.C. LTD.
5951 No. 3 Road, Unit 580, Richmond, BC V6X 2E3

Email: william7788350807 @yahoo.ca
Attention: William Zhu

with a copy to:

Denton Canada LLP
20" Floor, 250 Howe St, Vancouver, BC V6C 3R8

Email: jordan.schultz@dentons.com
Attention: Jordan Schultz
7.5 Interpretation

”

For purposes of this Agreement, (a) the words “include,” “includes” and “including” shall be deemed to
be followed by the words “without limitation”; (b) the word “or” is not exclusive; (c) unless the context
otherwise requires, words denoting the singular include the plural and vice versa; and (d) the words
“herein,” “hereof,” “hereby,” “hereto” and “hereunder” refer to this Agreement as a whole. Unless the
context otherwise requires, references herein: (x) to Articles, Sections and Schedules mean the Articles
and Sections of, and Schedules attached to, this Agreement; (y) to an agreement, instrument or other
document means such agreement, instrument or other document as amended, supplemented and
modified from time to time to the extent permitted by the provisions thereof; and (z) to a statute means
such statute as amended from time to time and includes any successor legislation thereto and any
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regulations promulgated thereunder. This Agreement shall be construed without regard to any
presumption or rule requiring construction or interpretation against the party drafting an instrument or
causing any instrument to be drafted. The Schedules referred to herein shall be construed with, and as an
integral part of, this Agreement to the same extent as if they were set forth verbatim herein.

7.6 Headings

The headings in this Agreement are for reference only and shall not affect the interpretation of this
Agreement.

7.7 Severability

If any term or provision of this Agreement is invalid, illegal or unenforceable in any jurisdiction, such
invalidity, illegality or unenforceability shall not affect any other term or provision of this Agreement or
invalidate or render unenforceable such term or provision in any other jurisdiction.

7.8 Entire Agreement

This Agreement, together with the Receivership Order and the Vesting Order, constitutes the sole and
entire agreement of the parties to this Agreement with respect to the subject matter contained herein
and therein, and supersedes all prior and contemporaneous understandings and agreements, both
written and oral, with respect to such subject matter.

7.9 Amendment and Modification; Waiver

This Agreement may only be amended, modified or supplemented by an agreement in writing signed by
each party hereto. No waiver by any party of any of the provisions hereof shall be effective unless explicitly
set forth in writing and signed by the party so waiving. No waiver by any party shall operate or be
construed as a waiver in respect of any failure, breach or default not expressly identified by such written
waiver, whether of a similar or different character, and whether occurring before or after that waiver. No
failure to exercise, or delay in exercising, any right, remedy, power or privilege arising from this Agreement
shall operate or be construed as a waiver thereof; nor shall any single or partial exercise of any right,
remedy, power or privilege hereunder preclude any other or further exercise thereof or the exercise of
any other right, remedy, power or privilege.

7.10 Governing Law; Forum Selection.

(a) This Agreement shall be governed by and construed in accordance with the laws of the
Province of British Columbia and the federal laws of Canada applicable therein.

(b) Any action or proceeding arising out of or based upon this Agreement, or the transactions
contemplated hereby or thereby may be brought in the Receivership Proceedings, and
each party irrevocably submits and agrees to attorn to the exclusive jurisdiction of the
Receivership Proceedings. The parties irrevocably and unconditionally waive any
objection to the venue of any action or proceeding in such courts and irrevocably waive
and agree not to plead in any such court that any such action or proceeding brought in
any such court has been brought in an inconvenient forum.
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7.11  Specific Performance

The parties agree that irreparable damage would occur if any provision of this Agreement were not
performed in accordance with the terms hereof and that the parties shall be entitled to specific
performance of the terms hereof, in addition to any other remedy to which they are entitled at law or in
equity.

7.12  Counterparts

This Agreement may be executed in counterparts, each of which shall be deemed an original, but all of
which together shall be deemed to be one and the same agreement. A signed copy of this Agreement
delivered by facsimile, e-mail or other means of electronic transmission shall be deemed to have the same
legal effect as delivery of an original signed copy of this Agreement.

[Signature page follows]
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IN }NITN ESS WHEREOF, the parties hereto have caused this Agreement to be executed as of the date first
written above by their respective officers thereunto duly authorized.

DELOITTE RESTRUCTURING INC. IN ITS
CAPACITY AS RECEIVER AND MANAGER OF
POLYCAN HEALTH CENTRE (CANADA) INC. AND
NOT IN ITS PERSONAL OR CORPORATE
CAPACITY

per: \Dambj]o@w-uwﬂ

Name: famL CHAMRBLS
Title: geniog. VILE ARESINET

Per: (M

Namﬁe o Eeeble 4
Title! S—A"\;'Q/ u;":‘-le___, f"@{LM""

1461890 B.C. LTD.

Per:

Name:
Title:



IN WITNESS WHEREOQF, the parties hereto have caused this Agreement to be executed as of the date first
written above by their respective officers thereunto duly authorized.

DELOITTE RESTRUCTURING INC. IN ITS
CAPACITY AS RECEIVER AND MANAGER OF
POLYCAN HEALTH CENTRE (CANADA) INC. AND
NOT IN ITS PERSONAL OR CORPORATE

CAPACITY
Per:
Name:
Title:
Per:
Name:
Title:

1461890 B.C. LTD.

\_\—~
Per: = l‘<.

Name:

Title: JD| \-Q) (’LL, !r/

Signature Page to APA



SCHEDULE A - Permitted Encumbrances

None
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SCHEDULE B - Tangible Personal Property

(see attached)
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SCHEDULE C - Assigned Contracts
Agreements

1. Office Lease Agreement between SFU COMMUNITY CORPORATION AS TRUSTEE OF THE SFU
COMMUNITY TRUST and POLYCAN HEALTH CENTRE (CANADA) INC. dated as of April 15, 2019.

2. Assumption and Consent to Sublease Agreement between SFU COMMUNITY CORPORATION AS
TRUSTEE OF THE SFU COMMUNITY TRUST, POLYCAN HEALTH CENTRE (CANADA) INC., MS
HEALTHCARE MANAGEMENT GROUP INC., and CITY OF BURNABY, dated as of January 6, 2023.

3. Commercial Sublease Agreement between POLYCAN HEALTH CENTRE (CANADA) INC. and CITY
OF BURNABY, dated as of December 29, 2022.

4. Sublease Extension Letter with Subject “SUBLEASE EXTENSION FOR 9055 UNIVERSITY HIGH
STREET- COMMERCIAL RENTAL UNITS: 206, 207 AND PORTION OF 208" from the City of Burnaby
Lands and Facilities Department to PolyCan Health Centre (Canada) Inc., dated as of November
6, 2023.
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SCHEDULE D - Allocation Schedule

SCDN
Inventory and supplies -
Assigned Contracts i
IP Assets I
Furniture, fixtures, equipment, machinery, tools, office equipment -
Prepaid expenses I

All other Purchased Assets including goodwill -
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SCHEDULE E - Form of Vesting Order

NO. §-234092
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA
BETWEEN:

BANK OF MONTREAL
PLAINTIFF
AND:
POLYCAN HEALTH CENTRE (CANADA) INC.

ANQI MAI, ALSO KNOWN AS AN QI MAI, ALSO KNOWN AS ANDREW MAI
WEIDONG ZHU, ALSO KNOWN AS WEI DONG ZHU, ALSO KNOWN AS WILLIAM ZHU
SUl ZHANG
HUA XU

DEFENDANTS

ORDER MADE AFTER APPLICATION

APPROVAL AND VESTING ORDER

BEFORE THE HONOURABLE )
) dd/mm/yyyy
)

THE APPLICATION of Deloitte Restructuring Inc., in its capacity as Court-appointed
Receiver (the “Receiver”) of the assets, undertakings and properties of Polycan Health
Centre (Canada) Inc. coming on for hearing at Vancouver, British Columbia, on the

day of , 201 ; AND ON HEARING , counsel for the
Receiver, and those other counsel listed on Schedule “A” hereto, and no one else
appearing, although duly served; AND UPON READING the material filed, including the
Report of the Receiver dated (the “Report”);

THIS COURT ORDERS AND DECLARES THAT:

1. The sale transaction (the “Transaction”) contemplated by the Asset Purchase
Agreement dated February 5, 2024 (the “Sale Agreement”) between the Receiver
and 1461890 B.C. Ltd. (the “Purchaser”), a copy of which is attached as Schedule
“‘B” hereto is hereby approved, and the Sale Agreement is commercially
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reasonable. The execution of the Sale Agreement by the Receiver is hereby
authorized and approved, and the Receiver is hereby authorized and directed to
take such additional steps and execute such additional documents as may be
necessary or desirable for the completion of the Transaction and for the
conveyance to the Purchaser of the assets described in the Sale Agreement (the
‘Purchased Assets”).

2. Upon delivery by the Receiver to the Purchaser of a certificate substantially in the
form attached as Schedule “C” hereto (the “Receiver’s Certificate”), all of the
Debtor’s right, title and interest in and to the Purchased Assets shall vest
absolutely in the Purchaser in fee simple, free and clear of and from any and all
security interests (whether contractual, statutory, or otherwise), hypothecs,
mortgages, trusts or deemed trusts (whether contractual, statutory, or otherwise),
liens, executions, levies, charges, or other financial or monetary claims, whether
or not they have attached or been perfected, registered or filed and whether
secured, unsecured or otherwise (collectively, the “Claims”) including, without
limiting the generality of the foregoing: (i) any encumbrances or charges created
by the Order of this Court dated October 26, 2023; and (ii) all charges, security
interests or claims evidenced by registrations pursuant to the Personal Property
Security Act of British Columbia or any other personal property registry system,;
(all of which are collectively referred to as the “Encumbrances”), and, for greater
certainty, this Court orders that all of the Encumbrances affecting or relating to the
Purchased Assets are hereby expunged and discharged as against the Purchased
Assets.

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

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

5. Pursuant to Section 7(3)(c) of the Canada Personal Information Protection and
Electronic Documents Act or Section 18(10)(o) of the Personal Information
Protection Act of British Columbia, the Receiver is hereby authorized and permitted
to disclose and transfer to the Purchaser all Personal Information (as defined in
the Sale Agreement) in the company’s records. The Purchaser shall maintain and
protect the privacy of such information and shall be entitled to use the personal
information provided to it in a manner which is in all material respects identical to
the prior use of such information by the Debtor.
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6. Subject to the terms of the Sale Agreement, vacant possession of the Purchased
Assets, including any real property, shall be delivered by the Receiver to the
Purchaser at 12:00 noon on the Closing Date (as defined in the Sale Agreement).

7. The Receiver, with the consent of the Purchaser, shall be at liberty to change the
Closing Date to such later date as those parties may agree without the necessity
of a further Order of this Court, in accordance with the terms of the Sale
Agreement.

8. Notwithstanding:
(a) these proceedings;

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

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

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

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

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

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

CONSENT:

Signature of
O Party M Lawyer for the Receiver

BY THE COURT

REGISTRAR
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