District of Ontario
Division No.: Toronto
Estate No.: 31-458698, 31-458700, 31-458701, 31-458702

In the matter of the receivership of Best Made Toys International, ULC including its affiliates Best
Made Toys LLC, Best Made Toys Global Enterprises Limited, Best Made Toys Holding LLC
(together, the “Debtor”)

REPORT OF THE RECEIVER
(Pursuant to S.246 (2) and Rule 126 of the Bankruptcy & Insolvency Act)

a) By Order of the Ontario Superior Court of Justice (the “Court”) dated April 25, 2019 (the
“Appointment Order”), Deloitte Restructuring Inc. (“Deloitte”) was appointed as the receiver (the
“Receiver”) of all of the assets, undertakings and properties of the Debtor acquired for, or used in
relation to the business carried on by the Debtor (the “Property”). A copy of the Appointment Order
is attached hereto as Exhibit “A”

b) Attached hereto as Exhibit “B” is a copy of the Receiver’s Statement of Receipts and Disbursements
for the period April 25, 2019 to October 25, 2019.

c) The Receiver began exercising its powers in respect to its appointment on April 25, 2019 and took
possession of the Property located at its head office at 120 St. Regis Crescent North, North York,

Ontario, M3J 1Z3 and other leased premises. As of November 1, 2019, the Receiver has vacated the
head office.

d) On June 27,2019, an Asset Purchase Agreement (“APA”) was signed between the Receiver and

KellyToy Worldwide Inc. for various fixed assets and inventory. Attached hereto as Exhibit “C” is a
copy of the APA.

e) Deloitte engaged Platinum Assets Services Inc. to sell various remaining fixed assets (excluded in the
APA).

f) The receivership is anticipated to be completed in due course as limited activities remain outstanding
for the Receiver to complete.

Dated at Toronto this 12% day of November, 2019

DELOITTE RESTRUCTURING INC.,

in its capacity as Receiver of

Best Made Toys International, ULC, Best Made Toys LLC, Best
Made Toys Global Enterprises Limited, Best Made Toys
Holding LLC and not in its personal capacity

Jode— ul\_

Jorden Sleeth, CPA, CA, CIRP, LIT
Senior Vice President




Exhibit “A”



Court File No. CV-19-00618506-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

THE HONOURABLE ) THURSDAY, THE 25™
JUSTICE

/744&@5 /(/ | )
) DAY OF APRIL, 2019

BETWEEN:
BANK OF MONTREAL

Applicant

- and -

BEST MADE TOYS INTERNATIONAL, ULC, BEST MADE TOYS LLC,
BEST MADE TOYS GLOBAL ENTERPRISES LIMITED and BEST MADE TOYS
HOLDING LLC

Respondents

IN THE MATTER OF AN APPLICATION PURSUANT TO SECTION
243(1) OF THE BANKRUPTCY AND INSOLVENCY ACT, R.8.C. 1985, ¢. B-3,
AS AMENDED; AND SECTION 101 OF THE COURTS OF JUSTICE ACT,

: R.S.0. 1990, ¢. C.43, AS AMENDED

ORDER
(Appointing Receiver)

THIS APPLICATION made by Bank of Montreal (“BMO”) for an Order pursuant to
section 243(1) of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the
"BIA") ’and section 101 of the Courts of Justice Act, R.S.0. 1990, c. C.43, as amended (the
"CJA") appointing Deloitte Restructuring Inc. as receiver and manager (the "Receiver") without
security, of all of the property, assets and undertaking of Best Made Toys International, ULC,
Best Made Toys LLC, Best Made Toys Global Enterprises Limited and Best Made Toys Holding

LLC (collectively the "Debtors" or “BMT”) acquired for, or used in relation to the business
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carried on by the Debtors, wherever situate, was heard this day at 330 University Avenue,

Toronto, Ontario.

ON READING the affidavit of Robert Kiefer sworn April 23, 2019 and the Exhibits
thereto, (the "Kiefer Affidavit") and the Pre-Filing Report of Deloitte Restructuring Inc. dated
April 23, 2019 (the "Pre-Filing Report") in its capacity as proposed Receiver, and on hearing
the submissions of counsel for BMO, the Debtors and the proposed Receiver, no one appearing
for any other party although duly served as appears from the affidavits of service of Mariela
Adriana Gasparini sworn April 23, 2019 and on reading the consent of Deloitte Restructuring

Inc. to act as the Receiver,
SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and the
Application is hereby abridged and validated so that this application is propetly returnable today

and hereby dispenses with further service thereof.
APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 243(1) of the BIA and section 101 of
the CJA, Deloitte Restructuring Inc. is hereby appointed Receiver, without security, of all of the
property, assets and undertaking of the Debtors of every nature and kind whatsoever and
wherever situate, acquired for, or used in relation to a business carried on by the Debtors,

including all proceeds thereof (the "Property").

RECEIVER’S POWERS

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

following where the Receiver considers it necessary or desirable:

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

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

such insurance coverage as may be necessary or desirable;

to manage, operate and to carry on the business of the Debtors, including
the power to enter in to any agreements, incur any obligations in the
ordinary course of business, to cease to carry on all or any part of the

business, or cease to perform any contracts of the Debtors;

to engage consultants, appraisers, agents, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on
whatever basis, including on a temporary basis, to assist with the exercise
of the Receiver's powers and duties, including without limitation those

conferred by this Order;

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

premises or other assets to continue the business of the Debtors or any part

or parts thereof;

to receive and collect all monies and accounts now owed or hereafter
owing to the Debtors and to exercise all remedies of the Debtors in
collecting such monies, including, without limitation, to enforce any

security held by the Debtors;

to settle, extend or compromise any indebtedness owing to, or by the

Debtors;

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

name and on behalf of the Debtors, for any purpose pursuant to this Order;

to initiate, prosecute and continue the prosecution of any and all

proceedings and to defend all proceedings now pending or hereafter
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instituted with respect to the Debtors, the Property or the Receiver, and to
settle or compromise any such proceedings. The authority hereby
conveyed shall extend to such appeals or applications for judicial review

in respect of any order or judgment pronounced in any such proceeding;

to market any or all of the Property, including advertising and soliciting
offers in respect of the Property or any part or parts thereof and otherwise
engaging in, or continuing the Sale and Investor Solicitation Process (the
“SISP*) as described in the Kiefer Affidavit and the Pre-Filing Report,
and'negotiating such terms and conditions of sale as the Receiver in its

discretion may deem appropriate;

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

thereof out of the ordinary course of business,

(i)  without the approval of this Court in respect of any transaction not
exceeding $1,000,000 provided that the aggregate consideration

for all such transactions does not exceed $3,500,000; and

(i)  with the approval of this Court in respect of any transaction in
which the purchase price or the aggregate purchase price exceeds

the applicable amount set out in the preceding clause;

and in each such case notice under subsection 63(4) of the Ontario

Personal Property Security Act shall not be required.

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

free and clear of any liens or encumbrances affecting such Property;

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

terms as to confidentiality as the Receiver deems advisable;
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(n)  to register a copy of this Order and any other Orders in respect of the
Property against title to any of the Property;

(o) to apply for any permits, licences, approvals or permissions as may be
required by any govemmental authority and any renewals thereof for and
on behalf of and, if thought desirable by the Receiver, in the name of the
Debtors;

(p)  to enter into agreements with any trustee in bankruptcy appointed in
respect of the Debtors, including, without limiting the generality of the
foregoing, the ability to enter into occupation agreements for any property

owned or leased by the Debtors;

(Q)  to exercise any shareholder, partnership, joint venture or other rights, or

powers which the Debtors may have;

™ to execute an assignment into bankruptcy, assigning the Debtors into
bankruptcy, or to consent to an application for the making of a bankruptcy

order against the Debtors; and,

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

_the performance of any statutory obligations.

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

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

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER
4. THIS COURT ORDERS that (i) the Debtors, (ii) all of its current and former directors,

officers, employees, agents, accountants, legal counsel and sharcholders, and all other persons
acting on its instructions or behalf, and (iii) all other individuals, firms, corporations,
partnerships, governmental bodies or agencies, or other entities having notice of this Order (all of
the foregoing, collectively, being "Persons" and each being a "Person") shall forthwith advise

the Receiver of the existence of any Property in such Person's possession or control, shall grant
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immediate and continued access to the Property to the Receiver, and shall deliver all such

Property to the Receiver upon the Receiver's request.

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

prohibiting such disclosure.

6. THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior V\;ritten consent of the Receiver. ‘Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistance in gaining immediate
access to the information in the Records as the Receiver may in its discretion require including
providing the Receiver with instructions on the use of any computer or other system and
providing the Receiver with any and all access codes, account names and account numbers that

may be required to gain access to the information.

7. THIS COURT ORDERS that the Receiver shall provide each of the relevant landlords
with notice of the Receiver’s intention to remove any fixtures from any leased premises at least

seven (7) days prior to the date of the intended removal. The relevant landlord shall be entitled
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to have a representative present in the leased premises to observe such removal and, if the
landlord disputes the Receiver’s entitlement to remove any such fixture under the provisions of
the lease, such fixture shall remain on the premises and shall be dealt with as agreed between any
applicable secured creditors, such landlord and the Receiver, or by further Order of this Court
upon application by the Receiver on at least two (2) days’ notice to such landlord and any such

secured creditors.
NO PROCEEDINGS AGAINST THE RECEIVER

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

with the written consent of the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTORS OR THE PROPERTY
9. THIS COURT ORDERS that no Proceeding against or in respect of the Debtors or the

Property shall be commenced or continued except with the written consent of the Receiver or
with leave of this Court and any and all Proceedings currently under way against or in respect of

the Debtors or the Property are hereby stayed and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES
10. THIS COURT ORDERS that all rights and remedies against the Debtors, the Receiver,

or affecting the Property, are hereby stayed and suspended except with the written consent of the
Receiver or leave of this Court, provided however that this stay and suspension does not apply in
" respect of any "eligible financial contract" as defined in the BIA, and further provided that
nothing in this paragraph shall (i) empower the Receiver or the Debtors to carry on any business
" which the Debtors is not lawfully entitled to carry on, (ii) exempt the Receiver or the Debtors
from compliance with statutory or regulatory provisions relating to health, safety or the
environment, (iii) prevent the filing of any registration to preserve or perfect a security interest,

or (iv) prevent the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER
11.  THIS COURT ORDERS that no Person shall discontinue, suspend, fail to honour, alter,

interfere with, repudiate, terminate or cease to perform any right, renewal right, contract,
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agreement, licence or permit in favour of, for the benefit of, or held by the Debtors, without

written consent of the Receiver or leave of this Court.

CONTINUATION OF SERVICES

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

or as may be ordered by this Cout.

RECEIVER TO HOLD FUNDS
13. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms

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

any further Order of this Court.

EMPLOYEES
14. THIS COURT ORDERS that all employees of the Debtors shall remain the employees

of the Debtors until such time as the Receiver, on the Debtors’ behalf, may terminate the

employment of such employees. The Receiver shall not be liable for any employee-related
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liabilities, or compensation, including any successor employer liabilities as provided for in
section 14.06(1.2) of the BIA, or otherwise, other than such amounts as the Receiver may
specifically agree in writing to pay, or in respect of its obligations under sections 81.4(5) or

81.6(3) of the BIA or under the Wage Earner Protection Program Act.

PIPEDA
15. THIS COURT ORDERS that, pursuant to clause 7(3) (c) of the Canada Personal

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

personal information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES
16. THIS COURT ORDERS that nothing herein contained shall require the Receiver to

occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession") of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legislation"), provided however that nothing herein shall

exempt the Receiver from any duty to report or make disclosure imposed by applicable
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Environmental Legislation. The Receiver shall not, as a result of this Order or anything done in
pursuance of the Receiver's duties and powers under this Order, be deemed to be in Possession of
any of the Property within the meaning of any Environmental Legislation, unless it is actually in

possession.

LIMITATION ON THE RECEIVER’S LIABILITY
17.  THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a

result of its appointment or the carrying out the provisions of this Order, save and except for any
gross negligence or wilful misconduct on its part, or in respect of its obligations under sections
81.4(5) or 81.6(3) of the BIA or under the Wage Earner Protection Program Act. Nothing in
this Order shall derogate from the protections afforded the Receiver at law, by section 14.06 of
the BIA or by any other applicable legislation. \

RETENTION OF COUNSEL
18.  THIS COURT ORDERS that the Receiver may retain solicitors to represent and advise

the Receiver in connection with the exercise of the Receiver’s powers and duties including,
without limitation, those conferred by thjs; Order. Such solicitors may include Borden Ladner
Gervais LLP, solicitors for the Applicant herein, in respect of any matter where there is no
_ conflict of interest. The Receiver shall, however, retain independent solicitors in respect of any

legal advice or services where a conflict exists, or may arise.
RECEIVER’S ACCOUNTS

19. THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be paid
their reasonable fees and disbursements, in each case at their standard rates and charges unless
otherwise ordered by the Court on the passing of accounts, and that the Receiver and counsel to
the Receiver shall be entitled to and are hereby granted a charge (the "Receiver's Charge") on
the Property, as security for such fees and disbursements, both before and after the making of
this Order in respect of these proceedings, and that the Receiver's Charge shall form a first
charge on the Property in priority to all security interests, trusts, (including statutory, deemed and
constructive trusts), liens, charges and encumbrances, statutory or othex'Wise, in favour of any

Person, but subject to sections 14.06(7), 81.4(4), and 81.6(2) of the BIA:
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20. THIS COURT ORDERS that the Receiver and its legal counsel shall pass their
accounts from time to time, and for this purpose the accounts of the Receiver and its legal
counsel are hereby referred to a judge of the Commercial List of the Ontario Superior Court of

Justice,

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

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

22, THIS COURT ORDERS that the Receiver be at liberty and it is hereby empowered to
borrow by way of a revolving credit or otherwise, such monies from time to time as it may
consider necessary or desirable, provided that the outstanding principal amount does not exceed
$2,000,000 (or such greater amount as this Court may by further Order{authorize) at any time, at
such rate or rates of interest as it deems advisable for such period or periods of time as it may
arrange, for the purpose of funding the exercise of the powérs and duties conferred upon the
Receiver by this Order, including interim expenditures. The whole of the Property shall be and
is hereby charged by way of a fixed and specific charge (the "Receiver's Borrowings Charge")
as security for the payment of the monies borrowed, together with interest and charges thereon,
~in priority to all security interests, trusts, liens, charges and encumbrances, statutory or
otherwise, in favour of any Person, but subordinate in priority to the Receiver’s Charge and the
charges as set out in sections 14.06(7), 81.4(4), and 81.6(2) of the BIA.

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

enforced without leave of this Court.

24. THIS COURT ORDERS that the Receiver is at liberty and authorized to issue
certificates substantially in the form annexed as Schedule "A" hereto (the "Receiver’s

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

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

SERVICE AND NOTICE
26. THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the

"Protocol") is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol (found on the Commercial List website at
http://www.ontariocourts.ca/sci/practice/practice-directions/toronto/eservice-commercial/) shall
be valid and effective service. Subject to Rule 17.05 this Order shall constitute an order for
substituted service pursuant to Rule 16.04 6f the Rules of Civil Procedure. Subject to Rule
3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service of documents
in accordance with the Protocol will be effective on transmission. This Court further orders that
a Case Websijce shall be established in accordance with the Protocol with the following

‘http://www.insolvencies.deloitte.ca’.

27.  THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Protocol is not practicable, the Receiver is at liberty to serve or distribute this Order, any
other materials and orders in these proceedings, any notices or other correspondence, by
forwarding true copies thereof by prepaid ordinary mail, courier, personal delivery or facsimile
transmission to the Debtors® creditors or other interested parties at their respective addresses as
last shown on the records of the Debtors and that any such service or distribution by courier,
- personal delivery or facsimile transmission shall be deemed to be received on the next business
day following the date of forwarding thereof, or if sent by ordinary mail, on the third business

day after mailing.

GENERAL
28. THIS COURT ORDERS that the Receiver may from time to time apply to this Court

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

29. THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from

acting as a trustee in bankruptey of the Debtors.
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30. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada, the United States, Hong Kong,
or in the People’s Republic of China 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.

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

Canada,

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

Court may determine.

33. THIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order on not less than two (2) days' notice to the Receiver and to any other party
likely to be affected by the order sought or upon such other notice, if any, as this Court may

order.




SCHEDULE "A"
RECEIVER CERTIFICATE
CERTIFICATE NO.

AMOUNT $§

L. THIS IS TO CERTIFY that Deloitte Restructuring Inc., the receiver and manager (the
"Receiver") of the property, assets and undertaking of Best Made Toys International, ULC, Best
Made Toys LLC, Best Made Toys Global Enterprises Limited and Best Made Toys Holdings
LLC (collectively the "Debtors") or acquired for, or used in relation to the business carried on
by the Debtors, wherever situate, including all proceeds thereof (collectively, the "Property")
appointed by Order of the Ontario Superior Court of Justice (Commercial List) (the "Court")
dated the 25" day of April , 2019 (the "Order") made in an application having Court file
number __-CL- , and has received as the Receiver from the holder of this certificate (the
"Lender") the principal sum of $ , being part of the total principal sum of

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

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

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

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

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

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

the main office of the Lender at Torbnto, Ontario.

5. - Until all liability in respect of this certificate has been terminated, no certificates creating

charges ranking or purporting to rank in priority to this certificate shall be issued by the Receiver




to any person other than the holder of this certificate without the prior written consent of the

holder of this certificate.

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

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

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

DATED the day of ~,20

DELOITTE RESTRUCTURING INC.,, solely
in its capacity as receiver and manager of Best
Made Toys International, ULC, Best Made Toys
LLC, Best Made Toys Global Enterprises
Limited and Best Made Toys Holdings LLC and
not in its personal or corporate capacity

Per:

Name:
Title:
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Exhibit “B”

In the Matter of the Receivership of Best Made Toys International, ULC and its affiliates
Receiver's Interim Statement of Receipts and Disbursements
For the period April 25,2019 to October 25, 2019
All balances in CAD §
USD balances converted using the Bank of Canada spot rate as at October 25, 2019 (1.3064)

Receipts

Accounts receivable collections 4,888,859
Sale of assets 959,376
Income taxrefund 799,893
Reimbursement from Kelly Toys 328,562
HST collected 154,299
Other

Other receipts 3,938

Miscellaneous refunds 291

Interest 157 4,385
Total Receipts S 7,135,374

Disbursements

Operating disbursements

Operating expenses 387,835

Wages/Employee expenses 255,278

Occupation rent 254,686

Source deductions 224,505

Insurance 79,062

Utilities on operations 18,571

Storage 10,424

Repairs and maintenance 7,933

Computer services 3,460

Auctioneer commissions 1,966

Security 1,160

Bank charges 650

Redirection of mail 327 1,245,856
Taxes paid on operating disbursements

HST paid 86,827

GST paid 286

PST paid 5,150 92,262
Receiver's fees and costs

Fees 274,937

HST on receiver's fees and costs 35,705 310,643
Legal fees/disbursements

Fees 73,584

HST onlegal fees 9,566 83,150
Total Disbursements $ 1,731,911

Excess of receipts over disbursements S 5,403,463
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ASSET PURCHASE AGREEMENT
BETWEEN

DELOITTE RESTRUCTING INC.,, INITS CAPACITY AS COURT-APPOINTED
RECEIVER AND MANAGER OF BEST MADE TOYS INTERNATIONAL, ULC
as Seller _

- And-

KELLYTOY WORLDWIDE, INC.
as Buyer

JUNE 27, 2019



ASSET PURCHASE AGREEMENT
THIS ASSET PURCHBASE AGREEMENT is dated June 27, 2019,

BETWEEN:

DELOITTE RESTRUCTING INC., solely in its
capacity as Court-appointed Receiver and Manager
of BEST MADE TOYS INTERNATIONAL,
ULC, and not in its personal capacity

(the “Seller”)
-and -
KELLYTOY WORLDWIDE, INC,
a corporation existing under the laws of California

(the “Buyer™)

RECITALS:

The Seller and the Buyer entered into a binding term sheet on June 4, 2019 pursuant to which the
Parties agreed to enter into this Agreement to set forth the terms upon which the Seller would
sell to the Buyer, and the Buyer would purchase from the Seller, the Assets (as defined below).

THEREFORE, in consideration of the covenants and agreements set out herein, and on and
subject to the terms and conditions set out herein, the Parties agree as follows:

ARTICLE 1
INTERPRETATION

1.1 Definitions
In this Agreement the following terms have the following meanings:

1.1.1 “Agreement” means this asset purchase agreement which, following the full
execution and delivery hereof will become a fully enforceable agreement, including
all Schedules, as it may be supplemented, amended, restated or replaced from time to
time by written agreement between the Parties.

1.1.2 “Appointment Order” means the Order of the Court dated April 25, 2019 appointing
the Seller as the Court-appointed receiver and manager of all of the assets,
undertakings and properties of the Debtor acquired for, or used in relation to, the
former business of the Debtor, including all proceeds thereof.

TOR_LAW\ 8719136\5




1.13
1.14

1.15

1.1.7
1.1.8

1.1.9

1.1.10

1.1.11
1.1.12

1.1.13

1.1.14

1.1.15

1.1.16
1.1.17

“Assets” means the Inventory and the Fixed Assets,

“Bakersfield Premises” means the property leased by the Seller, on behalf of the
Debtor, located at 53 Bakersfield Street, North York, Ontario M3J 174,

“Business Day” means any day excluding a Saturday, Sunday or statutory holiday in
the Province of Ontario or a U.S, federal holiday, and also excluding any day on
which the principal chartered banks located in the City of Toronto are not open for
business during normal banking hours.

“Buyer” means Kellytoy Worldwide, Inc.
“Closing” means the closing of the Transaction.

“Closing Date” shall mean the date that this Agreement is executed and delivered or
such other date as the Parties may agree in writing.

“Communication” means any notice, demand, request, consent, approval or other
communication which is required or permitted by this Agreement to be given or made

by a Party.
“Court” means the Ontario Superior Court of Justice (Commercial List).
“Debtor” means Best Made Toys International, ULC.

“Deposit” means an amount equal to $200,000 that was delivered by the Buyer to the
Seller prior to the date hereof.

“Escrow Amount” means $55,000, being an amount equal to-T0%, of the Purchase
Price allocated to the Inventory. J

“Escrow Termination Date” means #; 20191, ”_ngz j

“Exported Assets” means those assets [, as specified in Schedule 1.1.5 hereto as

exported assets] that will be exported directly by the Buyer to the United States
and/or any other country outside of Canada.

“ETA” means the Excise Tax Act (Canada).

“Final Damaged Goods Valne” means (i) if the Parties agree on a value for, or the
Court makes a final determination as to the final value of the Damaged Goods Value,
such agreed to or finally determined amount, or (ii) if the Seller does not dispute the
Damaged Goods Value as set forth in the Escrow Certificate, the Damaged Goods
Value shall be deemed to be the Final Damaged Goods Value.

U NTD: to be 90" day after date of Agreement




1.1.18

1.1.19

1.1.20

1.1.21

1.1.22

1.1.23

1.1.24

1.1.25

1.1.26

1.1.27

1.1.28

1.2
12.1

122

1.2.3

-3.

“Fixed Assets” means all of the right, title and interest of the Debtor in the fixed
assets set out under the heading “Fixed Assets” in Schedule 1.1.5 hereto, all of which

will be Exported Assets.

“Imventory” means all of the right, title and interest of the Debtor in the inventory set
out under the heading “inventory” in Schedule 1.1.5 hereto.

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

“Leased Premises” means either the St. Regis Premises or the Bakersfield Premises.
“Parties” means the Seller and the Buyer, and “Party” means either one of them.

“Purchase Price” means $670,000.

“Remaining Assets” means those assets [, as specified in Schedule 1.1.5 hereto as
remaining assets] that will not be exported by the Buyer to the United States and/or
any other country outside of Canada.

“St. Regis Premises” means the property leased by the Seller, on behalf of the
Debtor, located at 120 St Regis Crescent North, North York, Ontario M3J 173,

“Storage Facilities” means the storage facilities currently rented on behalf of the
Debtor located at 501 Franklin Blvd Cambridge, ON NIR 8G9 and 1771 Aimco

Blvd, Mississauga, ON L4W 1H7.

“Time of Closing” means [10]a.m. (EST) on the Closing Date or such other time on
the Closing Date as the Parties may mutually agree in writing,

“Transaction” means the transaction of purchase and sale contemplated by this
Agreement.

Certain Rules of Interpretation

Unless otherwise specified in this Agreement, all references to currency, monetary
values and dollars set forth herein shall mean United States (U.S.) dollars and all
payments hereunder shall be made in United States dollars.

In this Agreement, words signifying the singular number include the plural and vice
versa, and words signifying gender include all genders. Every use of the word
“including” in this Agreement is to be construed as meaning “including, without

limitation”.

The division of this Agreement into Articles and Sections, the insertion of headings
and the provision of a table of contents are for convenience of reference only and do
not affect the construction or interpretation of this Agreement.



124

1.2.5

1.2.6

1.2.7

128

1.3

-4.

References in this Agreement to an Article, Section or Schedule are to be construed
as references to an Article, Section or Schedule of or to this Agreement unless the
Context requires otherwise.

Unless otherwise specified in this Agreement, time periods within which or following
which any payment is to be made or act is to be done will be calculated by excluding
the day on which the period commences and including the day on which the period
ends. If the last day of a time period is not a Business Day, the time period will end

on the next Business Day.

Unless otherwise specified, any reference in this Agreement to any statute includes all
regulations made under or in connection with that statute, and is to be construed as a
reference to that statute as amended, supplemented or replaced.

Unless otherwise specified, references to time of day or date mean the local time or
date in the City of Toronto, Province of Ontario.

Whenever any payment to be made or action to be taken under this Agreement is
required to be made or taken on a day other than a Business Day, the payment is to be
made or action taken on the next Business Day following.

Entire Agreement
4

This Agreement, any other agreement or agreements and other documents to be delivered under
this Agreement, constitutes the entire agreement between the Parties pertaining to the subject
matter of this Agreement and supersedes all prior agreements, understandings, negotiations and
discussions, whether oral or written, of the Parties and there are no representations, warranties or
other agreements between the Parties in connection with the subject matter of this Agreement
except as specifically set out in this Agreement or in any of the other agreements and documents

delivered under this Agreement.

1.4

Schedules

The following schedules form an integral part of this Agreement.

Schedule 1.15 Assets

Schedule 2.7 Purchase Price Allocation

Schedule 4.4.3  Form of Drop Shipment Certificate




ARTICLE 2
SALE AND PURCHASE AND ASSIGNMENT

2.1 Sale and Purchase of Assets

Subject to the terms and conditions of this Agreement, the Seller will sell and transfer to the
Buyer, and the Buyer will purchase and assume from the Seller, the Assets on the Closing Date.
The Buyer acknowledges that it is not purchasing any other property or assets of the Debtor other
than the Assets.

2.2 “As is, Where is”

The Buyer acknowledges that the Seller is selling the Assets on an “as is, where is” and “without
recourse” basis as they exist on the Closing Date, and that following Closing, the Seller will have
no further liability to the Buyer. The Buyer acknowledges that it has entered into this Agreement
on the basis that the Seller does not guarantee title to the Assets and that the Buyer has conducted
any inspections of the condition of and title to the Assets that it deemed appropriate, and has
satisfied itself with regard to these matters. No representation, warranty or condition of any
natute or kind whatsoever is expressed or can be implied as to title, description, condition,
encumbrances, regulatory approval, fitness for purpose, present or future use, lawful use,
merchantability, quantity or quality, assignability or in respect of any other matter or thing
concerning the Assets or the right of the Seller to sell them, save as expressly represented or
warranted in this Agreement. Without limiting the generality of the foregoing, any and all
conditions, warranties or representations expressed or implied pursuant to the Sale of Goods Act
(Ontario) or similar legislation do not apply to the Transaction and have been waived by the
Buyer. The description of the Assets contained in the Schedules is for the purpose of
identification only; no representation, warranty or condition has or will be given by the Seller
concerning the completeness or accuracy of those descriptions. For greater certainty, and
without limiting the generality of the foregoing, there shall be no adjustments in favour of the
Buyer or the Seller for changes in the condition or quantity of the Assets being purchased
between the date of this Agreement and the Closing Date, subject to the provisions of Section 2.6
relating to the Escrow Amount.

23 Buyer’s Acknowledgement

The Buyer acknowledges that the Seller is selling the right, title and interest of the Debtor in the
Assets pursuant to the Seller’s powers as authorized by the Appointment Order. The Buyer
agrees to purchase and accept the right, title and interest of the Debtor in and to the Assets
pursuant to and in accordance with the terms of this Agreement.

24 Deposit

Prior to the execution and delivery of this Agreement, the Buyer has delivered to the Seller the
Deposit which is to be applied to the Purchase Price as set out in 2.7, The delivery of the Deposit
is a condition precedent to this Agreement. The Buyer agrees and acknowledges that the Deposit
is non-refundable and released to the Seller following execution and delivery of this Agreement.




2.5

Payment of the Purchase Price

The Buyer will pay the Purchase Price to the Seller, or as the Seller otherwise directs, as follows:

2.5.1

252

2.6

the Deposit will be credited by the Sellef on account of partial payment of the
Purchase Price; and

a sum of $470,000 plus any taxes owing pursuant to section 2.8 below will be paid by
the Buyer to the Seller in installments of $200,000 on July 31, 2019 and $270,000 on
the earlier of: (i) August 30, 2019 and (ii) the date that the aggregate value of the
Assets that are located at the Leased Premises and the Storage Facilities is less than
$270,000, or such other date as the Parties may agree in writing, provided that such
funds will include the Escrow Amount which will be held and disbursed by the Seller
in accordance Section 2.6.

Escrow Amount

The Escrow Amount shall be held by the Seller and released as follows:

2.6.1

2.6.2

2.6.3

2.64

On or before the Escrow Termination Date, the Buyer shall deliver to the Seller a
certificate (the “Escrow Certificate”) setting out details of any Inventory that the
Buyer has determined, in good faith, was damaged goods ptior to commencement of
removal from the Premises by the Buyer, The Escrow Certificate shall include a list
of the Inventory that was damaged, evidence and a description of the damaged goods
and the value of the Inventory that was damaged, calculated in a manner
proportionate to the Inventory (the “Damaged Goods Value”). For the sake of
completeness, the Damaged Goods Value is to be calculated using the pro-rata
factory cost of the Inventory that was damaged.

The Seller shall have until 10 Business Days following the delivery of the Escrow
Certificate to provide the Buyer with written notice disputing any of the matters set
out in the Escrow Certificate, including the Damaged Goods Value. If the Seller does
not provide written notice to the Buyer within such 10 Business Day period disputing
the Escrow Certificate, the Seller shall be deemed to have accepted the information in
the Escrow Certificate, including the value of the Damaged Goods Value.

If the Seller disputes any matter set out in the Escrow Certificate on or before 10
Business Days following the delivery of the Escrow Certificate, the Parties shall work
together in good faith to agree on the Damaged Goods Value within 10 Business
Days following the Seller having delivered its notice of dispute. If the Parties cannot
agree on the Damaged Goods Value within such 10 Business Day period, the Parties
shall apply to the Court to make such determination and the decision of such Court
(with the Parties agreeing not to appeal such decision) shall be final and binding on
the Parties,

No later than 15 Business Days following (i) the Escrow Termination Date in the case
where there is no dispute of the Escrow Certificate, or (ii) the date that the Final
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Damaged Goods Value is determined pursuant to section 2.6.3, in the case were there
is a dispute to the Escrow Certificate, the Escrow Amount (including any interest
earned on such funds) shall be disbursed by the Seller as follows: (i) an amount, if
any, equal to the Final Damaged Goods Value shall be delivered to, or as directed in
writing by, the Buyer, and (ii) any remaining Escrow Amount shall be released to the
Seller. For greater certainty, if the Buyer does not deliver an Escrow Certificate on or
before the Escrow Termination Date, the Final Damaged Goods Value shall be nil
and the Seller shall be entitled to retain the full Escrow Amount.

2.7 Allocation of Purchase Price

The Purchase Price payable by the Buyer wﬂl be allocated among the Assets in accordance with
Schedule 2.7.

2.8 Taxes

2.8.1 The Buyer will not be required to pay any federal or provincial taxes in connection
with the purchase and sale of the Assets, including harmonized sales tax, provided
that the Buyer complies with its covenants, including providing any required
certificates, set out in sections 4.3 and 4.4 hereof.

2.82 The Buyer agrees to indemnify and save the Seller harmless from and against any and
all claims, demands for payment, costs, expenses, liabilities and damages incurred or
suffered by the Seller as a result of the Buyer electing not to pay any taxes, duties,
fees and like charges in connection with this Agreement and the Transaction,
including penalties and interest.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES

31 The Buyer’s Representations
The Buyer represents and warrants to the Seller that;

3.1.1 it is a corporation duly incorporated, organized and subsisting under the laws of the
jurisdiction of its formation;

3.12 it has all necessary corporate power, authority and capacity to enter into this
Agreement and to perform its obligations under this Agreement and the execution and
delivery of this Agreement and the consummation of the Transaction have been duly
authorized by all necessary corporate action on the part of the Buyer;

3.1.3 it is not a party to, bound or affected by or subject to any indenture, agreement,
instrument, charter or by-law provision, order, judgment or decree which would be
violated, contravened or breached by the execution and delivery by it of this
Agreement or the performance by it of any of the terms contained in this Agreement;




3.14 to the best of the Buyer’s knowledge, no actions or proceedings are pending or have
been threatened to restrain or prohibit the completion of the Transaction;

3.15 it has sufficient funds, readily available, to satisfy the balance of the Purchase Price
owing after the date hereof;

3.1.6 it is a non-resident of Canada under the Canadian Income Tax Act and is not
registered, nor required to be registered, for GST or HST in Canada under the ETA;
and

3.1.7 this Agreement and each of the other documents contemplated under this Agreement

to which the Buyer is or will be a party have been duly and validly executed and
delivered by the Buyer and constitutes legal, valid and binding obligations of the
Buyer, enforceable in accordance with its terms,

3.2 The Seller’s Representations
The Seller represents and warrants to the Buyer that:

321 it has the right to enter into this Agreement and to complete the Transaction; and

322 to the best of the Seller’s knowledge, no actions or proceedings are pending and none
have been threatened to restrain or prohibit the completion of the Transaction,

ARTICLE 4 _
RETREIVAL OF ASSETS AND PRODUCTION AT ST. REGIS PREMISES

4.1 Retrieval of Assets

4.1.1 Subject to clause 4.5, the Buyer will take legal possession of the Assets wherever
situate at the Time of Closing. The Buyer agrees, at the Buyer’s sole cost and
expense, to remove all of the Assets located at the Leased Premises on or before July
31, 2019. The Buyer will provide the Seller with written notice at least three
Business Days prior to coming to retrieve any of the Assets from either of the Leased
Premises or Storage Facilities. The Buyer shall be permitted, on such three Business
Day’s notice (or shorter if agreed to by the Seller) to remove some or all of the Assets
from either of the Leased Premises or Storage Facilities during normal business hours
(or such other times as the Seller may agree in writing), The Buyer shall remove or
deliver the Exported Assets and the Remaining Assets in the manner set out in
Sections 4.3 and 4.4 below.

412 The Buyer agrees to indemnify and save the Seller harmless from and against all
‘claims, demands, losses, damages, actions and costs incurred or arising from or in any
way directly related to the removal of the Assets from the Leased Premises or the
Storage Facilities. For the sake of completeness, this indemnity will include payment
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of rent, and any other amounts that come due under the relevant agreements for the
Leased Premises and the Storage Facilities.

4.2 Lease and Storage Costs

In the event that the Buyer has not removed all of the Assets from the Leased Premises on or
before July 31, 2019, the Buyer shall indemnify the Seller for any lease costs or payments that
the Seller is required to make at such Leased Premise after July 31, 2019. In addition, if the
Buyer has not removed all of the Assets from the Storage Facilities on or before August 31,
2019, the Buyer shall indemnify the Seller for any storage costs incurred by the Seller for storing
the Assets at either of the Storage Facilities after such date.

43 Exported Assets
The Buyer agrees to the following with respect to all Exported Assets:

43.1 Buyer will immediately export the Exported Assets as soon after such Assets are
delivered to the Buyer as is reasonable having regard to the circumstances
surrounding the exportation and, where applicable, to the normal business practice of

the Buyer,

432 The Buyer represents, warrants and covenants to the Seller that the Exported Assets
are not being acquired by the Buyer for consumption, use or supply in Canada before
exportation of such Assets to the United States,

433 Prior to delivery of the Exported Assets to the Buyer and before the Buyers exports
such Assets, the Exported Assets will not be further processed, transformed or altered
in Canada except to the extent reasonably necessary or incidental to its transportation,

and

434 The Buyer provides the Seller with evidence, satisfactory to the Seller in the Seller’s
discretion, of the exportation of the Exported Assets, which evidence shall include the

following:

@) Standard documentation evidencing the sale or delivery of the Assets out
of Canada, including a copy of the U.S. Entry Summary (Form 7501 or
any replacement form), U.S. Customs entry and a U.S. Certificate of
Disposition of Imported Merchandise (Form 3227), and

(i1) Evidence of shipments by truck, including invoices for transportation

charges from the carrier hired by the Buyer, destination receiving reports
and Form E15 validated by an anthorized officer of the CBSA.

4.4 Remaining Assets

The Buyer agrees to the following with respect to all Remaining Assets:
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44.1 The Remaining Assets are being sold to the Buyer as manufactured goods as the
Seller will “stuff”, at the written direction of the Buyer, the applicable skins prior to
selling such Assets,

442 The Seller will deliver physical possession of the Remaining Assets to such Canadian
buyer’s as the Buyer directs in writing provided that such buyers are GST/HST-
registered customers under the ETA,

443 The ultimate buyers provide the Seller with a drop shipment certificate in a form
acceptable to the Seller and which form is substantially in the form included as

Schedule 4.4.3 to this Agreement,

444 The Buyer agrees and covenants to the Seller that it will not make a claim under
Section 2.6 hereof that any Remaining Assets are damaged goods if it has directed the
Seller to stuff any of such Assets, and

445 The Buyer shall be responsible for, or shall reimburse the Seller for, all costs
associated with stuffing and delivering the Remaining Assets.

4.5 Failure to Pay Purchase Price or Other Breach

If either (i) any part of the Purchase Price has not been paid on or before the date that it is due, or
(i1) the Buyer is otherwise in breach of this Agreement, and until such time as the full Purchase
Price that is owing is paid or the breach is cured to the satisfaction of the Seller, as applicable,

6] the Seller may terminate this Agreement in its sole discretion, following
which the Parties obligations under this Agreement shall cease except that
the Buyer’s indemnification obligations hereunder shall continue as will
Sections 5.4 and 5.9 hereof,

(ii) the Buyer shall not be permitted to remove any of the Assets from either
of the Leased Premises or the Storage Facilities, and

(iii) the Seller shall be permitted, but not obligated, to sell the Assets to any
other person and the Buyer shall be responsible for any losses incurred by
the Seller in selling the Assets to such person, which losses shall include,
but not be limited to, any costs incurred by the Seller to sell such Assets
and the amount, if any, by which the price of the Assets sold to such
person was less than the Purchase Price for such Assets.

4.6 Debtor Employees

The Seller agrees that it shall make available, at the Seller’s cost, one or more electricians to
uninstall certain machinery as well as warehouse employees to assist with Inventory and loading
Inventory onto trucks at the Leased Premises and Storage Facilities during the removal of the
Assets, provided that the maximum costs of such employees, in the aggregate, shall not exceed

$5,000.
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4.7 Risk of Assets

Following the Closing, the Assets will be at the risk of the Buyer regardless of whether the
Assets have been removed from the Leased Premises or the Storage Facilities.

4.8 Production at St. Regis Premises

4.8.1 The Seller agrees to complete the Remaining Assets at the St. Regis Premises, during
the months of July and August to complete production.

4.82 The Buyer shall be responsible and liable for all costs associated with the production
cycle, including labour, planning, equipment and shipping costs.

4.83 The Buyer will reimburse the Seller for any occupancy costs incurred by the Seller at
the St. Regis Premises relating to the production by the Seller other than the cost of
rent under the current lease at the St. Regis Premises for the months of June and July

2019.

484 The Buyer shall be responsible for, or shall reimburse the Seller for, any costs of
employees or other staff relating to production at the St. Regis Premises. In addition,
to the extent that the Seller maintains health & safety, worker’s compensation or
similar insurance in relation to employees involved in production at the St. Regis
Premises, the Buyer shall be responsible for, or shall reimburse the Seller for, such

costs,

485 The Buyer agrees to indemnify and hold harmless the Seller against any liability or
damages it may incur as a result of the Buyer conducting the production at the St.

Regis Premises.

ARTICLE 5
GENERAL

5.1 Paramountcy

In the event of any conflict or inconsistency between the provisions of this Agreement, and any
other agreement, document or instrument executed or delivered by the Seller in connection with
this Transaction or this Agreement, the provisions of this Agreement will prevail to the extent of
that conflict or inconsistency.

5.2 Sellex’s Capacity

The Buyer acknowledges that the Seller, together with its authorized representatives and
signatories, in signing this Agreement and any and all documents contemplated by or relating to
the Transaction, are acting solely in the Seller’s capacity as Court-appointed receiver and
manager of the Debtor, are signing solely in that capacity, and shall have no personal or
corporate liability of any kind, whether in contract, in tort or otherwise.
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53 Comimission

The Buyer acknowledges that there are no agent or broker fees or other commissions payable by
the Seller on the Purchase Price or otherwise in connection with the Transaction, and the Buyer
agrees to indemnify the Seller against any claim for compensation or commission by any third
Party or agent retained by the Buyer in connection with, or in contemplation of, the Transaction.

54 Confidentiality

The Buyer acknowledges that the Seller has a statutory requirement to report to the Court in
respect of this Transaction. Except as is required by the Court, the Parties will not, and will not
allow any of -their representatives or advisors to collect, disclose, or use, any Confidential
Information (as defined below) at any time or in any manner, except for the purpose of
consummating the Transaction. For the purposes of this Agreement, “Confidential
Information” means any information relating to the Transaction or the Business, including
information relating to identifiable individuals (“Persomal Information”), whether
communicated in written form, orally, visually, demonstratively, technically or by any other
electronic form or other media, or committed to memory, but excluding information, other than
Personal Information, which: .

@) was available to or known by the public before the date of this Agreement;
(ii) was or is obtained from a source other than the Parties or any person
bound by a duty of confidentiality to the Parties; or
- (i) is or becomes available to or known by the public other than as a result of
improper disclosure by the Parties or any of their representatives, advisors
or lenders.
5.5 Survival

The Parties agree that any representations, warranties or covenants made in this Agreement shall
survive the execution and delivery of this Agreement and the Closing, and shall in no way be
affected by any investigation or knowledge of the subject matter thereof made by the Parties.

5.6 Time of Essence

Time is of the essence in all respects of this Agreement.

5.7 Notices
5.7.1 Any Communication must be in writing and either
@ personally delivered;

(i) sent by prepaid registered mail; or
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(iif) sent by email or functionally equivalent electronic means of
‘ communication, charges (if any) prepaid.
572 Any Communication must be sent to the intended recipient at its address as follows:
to the Seller at:
Deloitte Restructuring Inc.
8 Adelaide Sireet West
Toronto, Ontario
MSH 0A9
Attention: Andrew Whittingham / Jorden Sleeth
Tel No.: 416.601.6421 / 416.775.8858
E-mail: andwhittingham@deloitte.ca / jsleeth@deloitte.ca

with a copy (which will not constitute notice) to:

Borden Ladner Gervais LLP

Bay Adelaide Centre, East Tower
22 Adelaide St. W,

Toronto, Ontario M5H 4E3

Attention: Alex MacFarlane / Jason Saltzman
Tel No.: 416.367.6305 / 416.367.6196
E-mail: amacfarlane@blg.com / jsaltzman@blg.com

to the Buyers at:

Kellytoy Worldwide, Inc.
4811 S Alameda Street
Los Angeles, CA 90058

Attention: Jonathan Kelly / Ed Flaberty
Tel No.: 800.346.0312 / 720.224.6090
E-mail: jonathan@kellytoy.com / erflaherty79@gmail.com

with a copy (which will not constitute notice) to:
[ntd: insert details if any]

or at any other address that any Party may from time to time advise the other by Communication
given in accordance with this Section 5.7. Any Communication delivered to the Party to whom it
is addressed will be deemed to have been given and received on the day it is delivered at that
Party’s address, provided that if that day is not a Business Day then the Communication will be
deemed to have been given and received on the next Business Day. Any Communication
transmitted by any form of electronic communication will be deemed to have been given and
received on the day on which it was transmitted (but if the Communication is transmitted on a
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day which is not a Business Day or after 3:00 p.m. (local time of the recipient), the
Communication will be deemed to have been received on the next Business Day).

5.8 Severability

Each provision of this Agreement is distinct and severable. If any provision of this Agreement, in
whole or in part, is or becomes illegal, invalid or unenforceable in any jurisdiction by a court of
competent jurisdiction, the illegality, invalidity or unenforceability of that provision will not
affect:

(1) the legality, validity or enforceability of the remaining provisions of this
Agreement; or

(ii) the legality, validity or enforceability of that provision in any other
jurisdiction,

5.9 Governing Law and Submission to Jurisdiction

59.1 This Agreement is governed by, and is to be construed and interpreted in accordance
with, the laws of the Province of Ontario and the laws of Canada applicable in that

Province.

592 Without prejudice to the ability of any Party to enforce this Agreement in any other
proper jurisdiction, each of the Parties irrevocably submits and attorns to the non-
exclusive jurisdiction of the courts of the Province of Ontario to determine all issues,
whether at law or in equity arising from this Agreement. To the extent permitted by
applicable law, each of the Parties imevocably waives any objection (including any
claim of inconvenient forum) that it may now or hereafter have to the venue of any
legal proceeding arising out of or relating to this Agreement in the courts of that
Province or that the subject matter of this Agreement may not be enforced in the
courts and irrevocably agrees not to seek, and waives any right to, judicial review by
any court which may be called upon to enforce the judgment of the courts referred to
in this Section 5.9, of the substantive merits of any such suit, action or proceeding. To
the extent a Party has or hereafter may acquire any immunity from jurisdiction of any
court or from any legal process (whether through service or notice, attachment prior
to judgment, attachment in aid of execution, execution or otherwise) with respect to
itself or its property, that Party irrevocably waives that 1mmumty in respect of its
obligations under this Agreement.

5.10 Amendment and Waiver

No supplement, modification, amendment, waiver, discharge or termination of this Agreement is
binding unless it is executed in writing by the Party to be bound. No waiver of, failure to exercise
or delay in exercising, any provision of this Agreement constitutes a waiver of any other
provision (whether or not similar) nor does such waiver constitute a continuing waiver unless

otherwise expressly provided.
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5.11 Further Assurances

Each Party will, at the requesting Party’s cost, execute and deliver all further agreements and
documents and provide all further assurances as may be reasonably required by the other Party to
give effect to this Agreement and, without limiting the generality of the foregoing, will do or
cause to be done all acts and things, execute and deliver or cause to be executed and delivered all
agreements and documents and provide all assurances, undertakings and information as may be
required from time to time by all regulatory or governmental bodies.

5.12 Assignment and Enurement

Neither this Agreement nor any right or obligation under this Agreement may be assigned by the
Buyer without the prior written consent of the Seller, which, consent may be unreasonably or
arbitrarily withheld. This Agreement enures to the benefit of and is binding upon the Parties and
their respective successors and permitted assigns.

513 Counterparts and Execution

This Agreement may be executed and delivered by the Parties in one or more counterparts, each
of which when so executed and delivered will be an original and such counterparts will together
constitute one and the same instrument. To evidence the fact that a Party has executed this
Agreement, such Party may send a copy of its executed counterpart to the other Party by
Electronic Transmission and, if sent by email, in Portable Document File (PDF) format. That
Party will be deemed to have executed this Agreement on the date it sent such Electronic

Transmission.

5.14 Costs and Expenses

Except as otherwise specified in this Agreement, each Party shall bear its own costs and
expenses (including the fees and disbursements of accountants, legal counsel and other
professional advisers) incurred in connection with this Agreement and the completion of the

Transaction,

5.15 No Contra Proferentem

This Agreement has been reviewed by each Party’s professional advisors, and revised during the
course of negotiations between the Parties. Each Party acknowledges that this Agreement is the
product of their joint efforts, that it expresses their agreement, and that, if there is any ambiguity
in any of its provisions, that provision should not be interpreted in favour of either one of them.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, this Agreement has been duly executed as of the date first written
above

KELLYTOY WORLDWIDE, INC.

ve Sy gf%

Name: Jonathan Kelly
Title: CEO

DELOITTE RESTRUCTURING INC., solely in
its capacity as receiver and manager of BEST
MADE TOYS INTERNATIONAL, ULC, and not
in its personal capacity

i

Name: Jorden Slecth
Title: Senior Vice President,
Deloitte Restructuring Inc.

Per




SCHEDULE 1.5
DESCRIPTION OF ASSETS

[Insert list]
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SCHEDULE 2.7
PURCHASE PRICE ALLOCATION

Purchase Price Allocation (§) |

Assets
Inventory and other raw | 550,000
materials
| Fixed Assets 120,000
- Total: 670,000

%
5




See attached.

SCHEDULE 4.4.3
FORM OF DROP SHIPMENT CERTIFICATE

5

AN



Appendix B - Drop-shipment certificate
e L 5 o f,'DRQP-SHIP_M_ENT,;CERT!EK:ATE?'3”.-.:‘"1 Qs
‘(Subsection 179(2) of the Exclse Tax Act) .-

1. Registrant to whom the drop-shipment certificate is issued {the “regisira:nt")
Legal name R e

2. Registrant who is issuing;ﬁé ‘Jr:;pv-‘shipment certificate (the “registered‘ é‘;)»l;s‘lgnee")

. Leé—ﬂ»hﬁér»ﬁé”%"w Business Numbsr

3. Desgrip@iég of drop-shipped goods

Provida sufficlent detall to c!sari;‘lc'lsnnfy the good(s). {f more space is required, attach a saparats sheet.

4. Scope of certiﬁcaté ,
Indicate the scope of the certificate (check one box only):

O A drop shipment of good(s) described above madeon: _Y - M _ - _D

O Multiple drop shipments of goods described above madeon: Y - M - D

3 0ngoing drop shipments of goods described above made beginning: _ Y -_M -_D
01 Drop shipments of goods described above made during specified perlod: From: _ Y - M - D to:_ Y - M - D

The registered consignegﬂéﬂs‘";wrﬂwill receive physical possession of the goods described above In Canada from the registrant who

has either (check one box only):

made a taxable supply in Canada of the goods by way of sale, to an unregistered non-resident named, ,

00 made a taxable supply In Canada of a service of manufacturing or producing the goads, to an unregistered non-resident
named, ) , or

O acquired physical possession of the goods belonging to an unregistered non-resident for the purpose of making a taxable
supply of a commerclal service In respect of the goods fo an unregistered non-resident named, ,

and the consignee is either (check one box only):

[ arecipient of a taxable (other than zero-rated) supply of the goods made by an unregistered non-resident named

The consignee in this case will be required to self-assess tax in respect of an imported taxable supply of the goods If the
consignee is not acquiring the goeds for consumption, use or supply exclusively in the course of its commercial activities, or
the good is a passenger vehicle that the consignee Is acquiring for use in Canada as capital property in its commercial
activities and that has a capital cost ta the consignes exceeding the amount deemed to be the capital cost of the vehicle to the
consignee for income tax purposes.

00 acquiring physical possession of the goods belonging to an unregistered non-resident named ,
for the purpose of either making a taxable supply of a commercial service to an unregistered non-resident named

» In respect of the goods or making a taxable supply in Canada ta an unregistered

non-resident named » of a service of manufacturing or producing goods (alsc referred to

below as “the goods™).

The consignee In this case will be required to collect tax with respect to a supply of the goods based on subsection 179(1) if

the consignee transfers physical possession of the goads to another person in Canada, uniess the goods are exported in

accordance with subsection 179(3), or the other person Is a registered person who provides a drop-shipment certificate to the

consignee with respect to a supply of the goods and either has a potential obligation to collect tax with respect to a supply of

the goods based on subsection 179(1) or a potential obligation to self-assess tax under Division IV with respect to an imporied
taxable supply of the goods.

5. Certification

l, _ » hereby certify and acknowledge thatv;;;n)édﬂl}iféfmaﬁon given on this form s, fo the bést of my
knowledge, true, correct, and complete [n every respect, and that | am the consignee or | am authorized to sign on behalf of the
consignee. :

Signature of consignae or authorized person
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