






































 
 

CCAA Interim Financing Facility Term Sheet 
 

 
PART ONE - RECITALS 
 
WHEREAS:  
 
(a) The Puratone Corporation (“Puratone”) is the principal operating, “banking” and 
administrative entity in the carrying on of a large, Manitoba-based integrated hog business, 
which includes the business operations and assets of Puratone and its wholly-owned 
subsidiaries Pembina Valley Pigs Ltd. (“Pembina”) and Niverville Swine Breeders Ltd. 
(“Niverville”) (collectively, the “Puratone Group”); 
 
(b) a HILLRP Term Sheet dated February 10, 2010, as thereafter amended from time to time, 
including without limitation by the most recent amendment and restatement thereof [Amended 
and Restated (March 8, 2012) “HILLRP” Term Sheet for Puratone accepted by the Puratone 
Group on March 23, 2012] and the “Bulge Amendment” identified and described in the next 
following recital paragraph, was heretofore entered into by Bank of Montreal (the “Bank”) and 
the Puratone Group (the “Original Puratone Term Sheet”), together with related security 
documentation and other agreements and documentation comprising Puratone’s existing loan 
arrangements with the Bank which provide for or impose on Puratone certain terms, conditions 
and obligations (collectively with the obligations of Puratone pursuant to the Original Puratone 
Term Sheet, the “Existing Puratone Loan Obligations”); 
 
(c) a Term Sheet Amending Agreement dated August 31, 2012 (the “Bulge Amendment”) 
was entered into between the Bank, the Borrower and the Guarantors and affirmed by Farm 
Credit Canada and Manitoba Agricultural Services Corporation, wherein the Bank agreed to 
provide a $1,000,000 “out-of–margin” bulge (the “Out-of-Margin Bulge”) to Facility A 
(Margined Operating Facility) under the Original Puratone Term Sheet upon the terms and 
conditions set out therein; 

 
(d) as at September 7, 2012, Puratone was indebted to the Bank in the following amounts in 
respect of the following credit facilities (the “Existing Puratone Credit Facilities”) provided to 
Puratone pursuant to the Original Puratone Term Sheet: 
 

Facility A Margined Operating Facility  
(the “Existing Puratone Operating Credit”)  $12,327,217.98 

 
Facility B HILLRP 15 Year Credit Term Facility  $28,573,788.35 

 
Facility C Risk Management Facility    $NIL 
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Facility D Corporate MasterCard Facility   $31,640.63 
 
(e) performance by Puratone of its Existing Puratone Loan Obligations is guaranteed in 
favour of the Bank by the guarantees in writing of Pembina and Niverville (the “Guarantors”); 
 
(f) by reason principally of market conditions prevailing in the hog industry, Puratone has 
suffered and continues to suffer substantial ongoing losses and working capital deficiencies, 
and is in default of financial covenant, margining and other terms and conditions of the 
Original Puratone Term Sheet and otherwise in respect of its Existing Puratone Loan 
Obligations, which defaults have not been waived by the Bank; 
 
(g) the Puratone Group has informed the Bank that the conditions necessary for the ongoing 
viability of the Puratone Group include restructuring its debt and certain operational  features 
of its business, and to assist in such restructuring they presently intend to imminently seek 
Court protection and restructuring under the CCAA (as hereinafter defined); 
 
(h) the Puratone Group is presently suffering a liquidity crisis that threatens the ongoing 
sustainability of its business operations, has represented that it requires additional working 
capital funding on an urgent basis and has requested that the Bank provide the Puratone Group 
with interim financing (also referred to as debtor-in-possession or “DIP” financing) for the 
period of its CCAA restructuring process so as to enable a  restructuring of their businesses and 
property on an orderly and expedited basis; 
 
(i) the Puratone Group has prepared a 13 week cash flow projection attached as Schedule 
“A” to this Term Sheet for the period from September 2, 2012 to December 2, 2012 to project its 
cash requirements for such time period; 
 
(j) the Bank is prepared to provide a CCAA interim (DIP) financing facility on the express 
terms and conditions outlined herein in an amount not less than the DIP Facility Ceiling 
Amount (as hereinafter defined), provided that such interim (DIP) financing facility be used 
and disbursed for the purposes of and in accordance with the Initial CCAA Order and the Cash 
Flow Budget (both as hereinafter defined); 
 

NOW THEREFORE the Bank herein sets out the terms and conditions for the CCAA 
Interim Financing Facility: 
 
The following lists the parties to this Term Sheet: 
 

Lender: BMO Bank of Montreal 
 

Borrower: The Puratone Corporation 
 

Guarantors: Pembina Valley Pigs Ltd. and Niverville Swine Breeders Ltd. 
 

 
The following lists the Schedules attached to and forming part of this Term Sheet: 
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“A” Puratone’s 13 week cash flow projection for the period from September 2, 2012 to 
December 2, 2012 (this Schedule constitutes Puratone’s initial Cash Flow Budget). 

 
 “B” draft form of Initial CCAA Order. 
 
 
PART TWO – DEFINITIONS 
 
“Applicable Law” means, with respect to any person, property, transaction or event, all present 
or future applicable laws, statutes, regulations, rules, orders, codes, treaties, conventions, 
judgements, awards, determinations and decrees of any governmental, regulatory, fiscal or 
monetary body or court of competent jurisdiction in any applicable jurisdiction. 
 
“Bank” and “BMO” means BMO Bank of Montreal, the lender under this Term Sheet. 
 
“Bank CCAA Security” has the meaning ascribed to it in Part Four of this Term Sheet. 
 
“BMO Liquidation Account” means a new separate and distinct bank account for the Borrower 
established with the Bank on or immediately after the Cessation Date and into which all 
proceeds from the sale of Current Assets shall be deposited and from which the Borrower shall 
have no withdrawal rights. 
 
“Borrower” means The Puratone Corporation.  
 
“Bulge Amendment” has the meaning ascribed to it in the Recitals. 
 
“Cash Flow Budget” means the detailed weekly forward looking 13 week rolling cash flow 
budget of receipts and disbursements as prepared by the Borrower and reviewed and approved 
by the Deloitte & Touche Inc. and attached as Schedule “A” to this Term Sheet (which for 
greater certainty has not been approved by the Bank), and any subsequent detailed cash flow 
budget prepared by the Borrower with the assistance of and approved by the Monitor in 
accordance with the Initial CCAA Order and submitted by the Borrower to the Bank and 
approved in writing by the Bank; provided that the future budgets shall also include historical 
rolling cash flow statements of actual receipts and disbursements for the periods covered by 
previous budgets and detailed explanations as to variances from such previous budgets to 
actual results. 
 
“CCAA” means the Companies Creditors’ Arrangement Act (Canada).  
 
“CCAA Conditions Precedent” has the meaning ascribed to it in Part Four of this Term Sheet. 
 
“CCAA Facility Termination Date” has the meaning ascribed to it in Part Four of this Term 
Sheet. 
 
“CCAA Interim Financing Charge” means, in the CCAA Proceedings, a Court-ordered first in 
priority charge in favour of the Bank over all present and future assets, property and 
undertaking of each of the Borrower and Guarantors, subject only to Permitted CCAA 
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Encumbrances, as security for the full and prompt payment and performance when due of all 
present and future liabilities and obligations of the Borrower and the Guarantors to the Bank 
(whether direct or indirect, joint or several, absolute or contingent) incurred and/or arising 
under this Term Sheet.  
 
“CCAA Interim Financing Facility” means the senior secured super-priority debtor-in-
possession revolving operating credit facility in the maximum principal amount equal to the 
DIP Facility Ceiling Amount. 
 
“CCAA Plan Implementation Date” means the date on which an Order approving a plan of 
compromise or arrangement filed in the CCAA Proceedings becomes a Final Order. 
 
“CCAA Proceedings” means the Court restructuring proceedings of the Borrower and the 
Guarantors under the CCAA. 
 
“Cessation Date” means the date fixed and identified as such by the Bank by reason of its 
determination and conclusion that the Borrower and/or Guarantors have ceased carrying on 
business in the usual and ordinary course, such determination and conclusion having been 
made on information indicating inter alia that the Puratone Group is no longer “replenishing” 
its herd (i.e. the sow herd is no longer being bred) and/or a Liquidation Process has been 
commenced. 
 
“Court” means the Manitoba Court of Queen’s Bench.  
 
“Current Assets” has the meaning ascribed thereto in the Puratone InterCreditor Agreement 
[i.e. “(i) the Receivables, the Inventory and the Breeding Stock, and (ii) all choses in action, 
rights and contracts relating to the property described in (i) and all Proceeds realized by any 
member of the Puratone Group from such contracts”]. 
 
“DIP Facility Ceiling Amount” means $6,000,000 minus the amount outstanding under the 
Out-of-Margin Bulge as at the close of business on the date of the Initial CCAA Order. 
 
“Event of Default” has the meaning ascribed to it in Part Four of this Term Sheet. 
 
“Existing Actions” means the following two legal proceedings: 
 

• 4541775 Manitoba Ltd. v. Premium Pork Producers Ltd., Premium Pig Producers Ltd., 
Pembina Valley Pigs Ltd. and The Puratone Corporation, Queen's Bench, Winnipeg 
Centre, File No. CI 11-01-74443 (wherein the Plaintiff seeks damages for an alleged 
breach of contract arising from the Borrower’s and/or Pembina’s terminating their 
agreement and removing its hogs from the plaintiffs' barn; such proceeding is in the 
discovery stage), and 

 
• Ben Bueckert and Eagledale Farms Ltd. v. The Puratone Corporation, Queen's Bench File 

No. CI 01-01-23245 (wherein the plaintiff seeks damages for an alleged breach of 
contract; discoveries have been completed and this matter is in the pre-trial conference 
stage). 



 5 

 
“Existing Puratone Credit Facilities” has the meaning ascribed to it in the Recitals. 
 
“Existing Puratone Loan Obligations” has the meaning ascribed to it in the Recitals, and, 
without limitation, includes all amounts outstanding and owing to the Bank from Puratone in 
relation to the credit facilities described in paragraph (d) of the Recitals. 
 
“Existing Puratone Operating Credit” has the meaning ascribed to it in the Recitals. 
 
“FCC Liquidation Account” means a new separate and distinct bank account for the Borrower 
established with the Bank on or immediately after the Cessation Date and into which all 
proceeds from the sale of Other Property shall be deposited and from which the Borrower shall 
have no withdrawal rights. 
 
“Final Order” means, in respect of any Order, an order after (i) the expiry of all appeal periods, 
or (ii) in the event of an appeal or application for leave to appeal or to stay, vary, supersede, set 
aside or vacate such order, final determination of such appeal or application, whether by 
agreement or by the applicable court or tribunal. 
 
“GAAP” means, at anytime, the generally accepted accounting principles in Canada, applied on 
a consistent basis, and statements and interpretations (if applicable) issued by the Canadian 
Institute of Chartered Accountants or any successor or body in effect from time to time. 
 
“Guarantors” means each of Pembina Valley Pigs Ltd. and Niverville Swine Breeders Ltd. 
 
“HILLRP” means the Hog Industry Loan Loss Reserve Program heretofore created by the 
Government of Canada (represented by the Minister of Agriculture and Agri-Food) in response 
to the hog industry’s need for capital and to assist viable hog operations with their short term 
liquidity needs. 
 
“Indemnified Person” has the meaning ascribed to it in Part Four of this Term Sheet. 
 
“Initial CCAA Order” means the initial Order in the CCAA Proceedings granting authority to 
file with the Court a plan of compromise or arrangement in accordance with the CCAA. 
 
“InterCreditor Agreements” means the Niverville InterCreditor Agreement and the Puratone 
InterCreditor Agreement. 
 
“Liquidation Process” means a process to wind down the operations of the Puratone Group 
and sell and liquidate the assets of the Puratone Group, specifically including its herd 
(including without limitation all sows, boars, piglets and other swine and pigs). 
 
“Material Adverse Change” means any event, development or circumstance that has had or 
could reasonably be expected to have a Material Adverse Effect. 
 
“Material Adverse Effect” means a material adverse effect (or a series of adverse effects, none 
of which is material in and of itself but which, cumulatively, results in a material adverse effect) 
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on: (i) the business, operations, property, financial condition or prospects of the Puratone 
Group, measured as a whole; (ii) the ability of any member of the Puratone Group to perform 
any of its obligations under or in connection with the CCAA Interim Financing Facility; (iii) the 
ability of the Bank to enforce any of the obligations of any member of the Puratone Group 
under this or in connection with the CCAA Interim Financing Facility, in each case in 
accordance with Applicable Law; (iv) the enforceability or priority of security interests and liens 
in favour of the Bank; or (v) the value of the property of the Puratone Group. 
 
“Monitor” means the Monitor appointed or to be appointed under the Initial CCAA Order or 
any replacement thereof appointed by the Court in the CCAA Proceedings. 
 
“Net Proceeds” means in respect of any disposition by any member of the Puratone Group, the 
aggregate of the cash proceeds and the fair market value of any non-cash proceeds of such 
disposition, received by such person after deducting reasonable, bona fide direct transaction 
costs and expenses, including fees and commissions applicable thereto. 
 
“Niverville InterCreditor Agreement” means that certain InterCreditor and Priority 
Agreement dated March 17, 2010 between the Bank, Manitoba Agricultural Services 
Corporation and Niverville Swine Breeders Ltd. 
 
“Order” means an order of the Court. 
  
“Original Puratone Term Sheet” has the meaning ascribed to it in the Recitals. 
 
“Other Property” has the meaning ascribed thereto in the Puratone InterCreditor Agreement 
[i.e. “any and all assets, property and undertaking of the Puratone Group except for the Current 
Assets and Proceeds of such Current Assets”]. 
 
“Out-of-Margin Bulge” has the meaning ascribed to it in the Recitals; 
 
“Permitted CCAA Encumbrances” means charges created under the Initial CCAA Order 
(including without limitation an Administration Charge, DIP Lender’s Charge, Financial 
Advisor’s Charge, Critical Supplier Charge, KERP Charge and Directors’ Charge), the 
maximum amount secured by, and the priority of each of which, shall be acceptable to the Bank 
in its sole discretion, and any other liens or encumbrances which are acceptable to the Bank in 
its sole discretion, which Permitted CCAA Encumbrances shall be subordinate to the Bank’s 
CCAA Interim Financing Charge except as set forth in the Initial CCAA Order or as otherwise 
agreed to in writing by the Bank, in its sole discretion. 
 
“Prime Rate” or “Prime” means the floating annual rate of interest established from time to 
time by the Bank as the base rate it will use to determine the rates of interest on Canadian dollar 
loans made in Canada and designated as its Prime Rate.  Interest payable on Canadian dollar 
direct advances will be due and payable monthly in arrears based on a 365/366-day year. 
 
“Puratone InterCreditor Agreement” means that certain InterCreditor and Priority Agreement 
dated March 17, 2010 between the Bank, Farm Credit Canada, Manitoba Agricultural Services 
Corporation, the Borrower and Pembina Valley Pigs Ltd. 
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“Related Orders” means orders of courts of jurisdictions other than Manitoba required to be 
made pursuant to the Initial CCAA Order or otherwise in the course of the CCAA Proceedings. 
 
 
PART THREE – CONFIRMATIONS AND ACKNOWLEDGEMENTS 
 
The Borrower and the Guarantors each confirm, acknowledge and agree that: 
 
1. The facts and matters set out in the Recitals above are true and correct and, without 
limitation, Puratone is indebted to the Bank in respect of the credit facilities and in the amounts 
set out in the Recitals as at the date(s) referred to in the Recitals. 
 
2. Except as expressly amended, modified or waived under this Term Sheet, the Original 
Puratone Term Sheet and all security, guarantees, and other documents and agreements 
provided by any of the borrowers or guarantors thereunder or related thereto or related 
otherwise to the existing indebtednesses and obligations of each of Puratone and Niverville, 
Pembina to the Bank are and remain in full force and effect, unimpaired and enforceable in 
accordance with their respective terms and the Bank has not waived, in whole or in part, any 
default  by any of Puratone, Niverville or Pembina in respect of any term, condition or 
obligation thereunder. 
 
 
PART FOUR - THE CCAA INTERIM FINANCING FACILITY 
 
Description – CCAA interim financing, being a senior secured super-priority debtor-in-
possession revolving operating credit facility in the maximum principal amount equal to the 
DIP Facility Ceiling Amount.  The aggregate borrowings under the CCAA Interim Financing 
Facility during any week shall not exceed the forecasted borrowing requirements set forth in the 
Cash Flow Budget.  In addition, the aforementioned maximum available amount shall be 
permanently reduced by the amount of 100% of the Net Proceeds from the disposition of 
redundant or non-material assets permitted hereunder (such Net Proceeds being payable to the 
Bank pursuant to the “Mandatory Prepayments” required below in this Part Four).  Upon 
activation of the CCAA Interim Financing Facility the Borrower shall no longer be entitled to 
any advances under the Original Puratone Term Sheet (specifically including the Bulge 
Amendment). 
 
Purposes - For working capital purposes of the Borrower and the Guarantors (and NOT for any 
other entities whether related to the Borrower or not) during the CCAA Proceedings in 
accordance with the Cash Flow Budget. 
 
Uses of Proceeds - The CCAA Interim Financing Facility may be used to pay (i) expenditures 
provided for in the Cash Flow Budget, (ii) fees and expenses associated with the CCAA Interim 
Financing Facility, fees and expenses of the Bank’s counsel and fees and expenses associated 
with the CCAA Proceedings generally, and (iii) such other expenditures as the Bank shall have 
consented to in writing.  The Borrower and the Guarantors shall not make any expenditures 
inconsistent with the most recent Cash Flow Budget approved by the Bank from time to time, 
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shall not utilize the proceeds of the CCAA Interim Financing Facility to make repayments of the 
Existing Puratone Loan Obligations or any loan obligations to Farm Credit Canada and 
Manitoba Agricultural Services Corporation and shall not incur or enter into any debts, 
liabilities or obligations, including without limitation guarantees and contingent obligations, 
other than as permitted by the Initial CCAA Order or in writing by the Bank.  Without the prior 
written approval of the Bank, the Borrower and Guarantors shall not use the proceeds of the 
CCAA Interim Financing Facility otherwise than in accordance with this Uses of Proceeds 
paragraph of this Term Sheet. 
 
Borrowing Option – The CCAA Interim Financing Facility will be available for draw down by 
the Borrower for the specified Purposes in accordance with the Terms and Conditions of this 
Term Sheet upon (i) the execution and delivery of this Term Sheet by the Borrower and 
Guarantors, (ii) the satisfaction of the Conditions Precedent hereinafter stipulated, and (iii) the 
approval authorizing the borrowings on the terms and conditions outlined in this Term Sheet 
by the Court, by drawdown to occur only by way of direct advances in Canadian dollars (C$) 
via a FirstBank Cash Management Account (FCMA), upon execution of the FCMA Agreement 
(primed-based).  
 
Cessation of Revolving Feature – Notwithstanding anything else contained in this Term Sheet 
or in the FCMA Agreement (primed-based) mentioned above, from and after the Cessation 
Date:  (i) the CCAA Interim Financing Facility shall no longer revolve and the advances then 
outstanding under the CCAA Interim Financing Facility shall be “frozen” on such Cessation 
Date; (ii) any further advances under the CCAA Interim Financing Facility shall be made only 
in new funds in accordance with the “Uses of Proceeds” section of this Term Sheet; and (iii) all 
proceeds from the sale of Current Assets shall be deposited to the BMO Liquidation Account 
and all proceeds from the sale of Other Property shall be deposited to the FCC Liquidation 
Account. 
 
CCAA Facility Termination Date - The entire amount outstanding under the CCAA Interim 
Financing Facility, including all accrued and unpaid interest shall be repaid by the Borrower 
immediately upon the earliest of (the “CCAA Facility Termination Date”): (i) April 30, 2013, (ii) 
the CCAA Plan Implementation Date, (iii) the date of the termination of the stay period under 
the Initial CCAA Order or Related Orders under the CCAA Proceedings, (iv) demand by the 
Bank made following an Event of Default stipulated in the “Default” section of this Part Four, 
and (v) the date of substantial completion of the Liquidation Process, such date being 
determined by the Bank in its sole and absolute discretion; provided that such CCAA Facility 
Termination Date may be extended at the request of the Borrower with the consent of the Bank, 
at its sole discretion, for such period and on such terms as the Borrower and the Bank may 
agree and as the Court in the CCAA Proceedings may approve. 
 
Payment of Interest - Interest on amounts outstanding under the CCAA Interim Financing 
Facility shall accrue and be payable monthly in arrears at the rates set out herein. 
 
Repayment of Principal - Unless otherwise specifically agreed in this Term Sheet, the principal 
outstanding under this CCAA Interim Financing Facility shall be repaid by the Borrower on the 
CCAA Facility Termination Date. 
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Amount Ultimately Repayable – The amount ultimately repayable by the Borrower to the Bank 
in relation to the CCAA Interim Financing Facility [being the total principal amount of all 
outstanding advances, all interest accrued thereon and all costs, charges, expenses and legal fees 
and disbursements (on a solicitor and his own client basis) incurred in connection therewith 
and in connection with the CCAA Proceedings generally] shall be repaid from the proceeds 
arising from the sale of the Puratone Group’s assets.  Eighty (80%) percent of such amount shall 
be paid from proceeds of Current Assets over which the Bank has first priority security 
pursuant to the Puratone InterCreditor Agreement and Twenty (20%) percent of such amount 
shall be paid from proceeds of Other Property over which Farm Credit Canada has first priority 
security pursuant to the Puratone InterCreditor Agreement. 
 
Interest Rates - The outstanding principal amount under this CCAA Interim Financing Facility 
shall bear interest at [LANGUAGE REDACTED]. 
 
Arrangement Fee – The arrangement fee payable by the Borrower to the Bank for the Bank’s 
provision of this CCAA Interim Financing Facility is as follows:  [LANGUAGE REDACTED]. 
 
Documentation and Security - All present and future liabilities and obligations of each of the 
Borrower and Guarantors to the Bank under this CCAA Interim Financing Facility and 
otherwise arising hereunder shall be secured and evidenced, as the case may be, by the 
following documents completed in form and substance satisfactory to the Bank and its counsel 
(collectively, the “Bank CCAA Security”):  
 

1. the Initial CCAA Order (including the CCAA Interim Financing Charge provided for 
therein) on terms in accordance generally with the draft form of Initial CCAA Order 
as annexed hereto as Schedule “D”); 

 
2. Guarantees from each Guarantor in favour of the Bank guaranteeing payment and 

performance by the Borrower to the Bank of all of the Borrower’s present and future 
debts, liabilities and obligations to the Bank under this Term Sheet; 

 
3. General Security Agreements from each of the Borrower and Guarantors (if required 

by the Bank); 
 

4. Mortgage/charge of land over all of the real property in respect of which any of the 
Borrower and Guarantors have an interest (if required by the Bank); 

 
5. all security currently held by the Bank as the pre-CCAA lender to the Borrower;  

 
6. all supporting authorizations, certificates, acknowledgements and legal opinions as 

the Bank and its counsel may reasonably require (including without limitation those 
described in the next three following sections); 

 
7. an Officer’s Certificate in respect of each of the Borrower and Guarantors certifying 

that attached thereto are true and correct copies of the following documents, and 
that such documents are in full force and effect, unamended: (A) the articles, 
memorandum, by laws, constating documents or other organizational documents of 
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the applicable company; (B) the resolutions or other documentation evidencing that 
all necessary action (if any), corporate or otherwise, has been taken by the applicable 
company to authorize the execution, delivery and performance of the Term Sheet 
and Bank CCAA Security to which it is a party; 

 
8. a certificate of status, certificate of compliance or similar certificate with respect to 

the jurisdiction of incorporation or formation of each Borrower/Guarantor and any 
other jurisdiction in which a Borrower/Guarantor conducts business; 

 
9. opinions of counsel to the Borrower and Guarantors with respect to (i) the due 

authorization, execution and delivery by each of the Borrower and Guarantors of 
this Term Sheet and the Bank CCAA Security, and (ii) the enforceability of this Term 
Sheet and the Bank CCAA Security as against each of the Borrower and Guarantors; 
and 
 

10. such further documentation that the Bank and its counsel may reasonably require. 
 
Conditions - The obligation of the Bank to make available the CCAA Interim Financing Facility 
is subject to and conditional upon each of the following conditions (the “CCAA Conditions 
Precedent”) which are for the exclusive benefit of the Bank and, unless waived in writing by the 
Bank, shall be fulfilled, satisfied and performed prior to the first advance under the CCAA 
Interim Financing Facility:  
 
Conditions to Initial Availability under CCAA Interim Financing Facility: 
 

1. acceptance by each of the Borrower and Guarantors of this Term Sheet;  
 
2. the Bank shall have received the Bank CCAA Security (provided that the Bank may 

in its sole and absolute discretion rely on the CCAA Interim Financing Charge and 
waive the requirement for delivery of some or all other items constituting the Bank 
CCAA Security), in form and content acceptable to the Bank in its sole and absolute 
discretion, including evidence satisfactory to the Bank that Initial CCAA Order shall 
have created in favour of the Bank valid enforceable liens on all property of the 
Puratone Group having the priority specified herein securing all indebtedness and 
obligations under this Term Sheet; 

 
3. the Bank shall have received new account opening documentation, in form and 

content acceptable to the Bank in its sole and absolute discretion, for (i) the CCAA 
Interim Financing Facility (provided that the Bank in its discretion may permit the 
Borrower to continue to utilize its existing operating account for the CCAA Interim 
Financing Facility), and (ii) each of the BMO Liquidation Account and the FCC 
Liquidation Account; 

 
4. each of the Borrower and Guarantors obtaining an Initial CCAA Order in form and 

content satisfactory to the Bank in its sole and absolute discretion on or by 
September 12, 2012, inter alia (a) authorizing the borrowings on the terms and 
conditions outlined in this Term Sheet and approving same, (b) creating the CCAA 
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Interim Financing Charge, and (c) containing such other terms and conditions as the 
Bank may deem necessary or appropriate (including without limitation, an order 
sealing the information from this Term Sheet relating to interest rates and fees); 

 
4. the Related Orders, if any, shall have been made; 
 
5. all Orders issued in the CCAA Proceedings and all motions and other documents 

filed by any of the Borrower and Guarantors in the CCAA Proceeding shall be 
satisfactory in form and substance to the Bank; 

 
6. no motion for leave to appeal the Initial CCAA Order or Related Orders shall have 

been made or an intention to do so communicated in writing; 
 
7. the Initial CCAA Order and the Related Orders shall be in full force and effect and 

shall not have been reversed, stayed, modified, amended or varied, without the 
express written consent of the Bank, and no application or motion shall have been 
made to the Court for any stay, modification or amendment of the Initial CCAA 
Order or the Related Orders; 

 
8. the Borrower and Guarantors shall be in compliance with all Orders entered in the 

CCAA Proceedings and shall be diligently pursuing the successful completion of the 
CCAA Proceedings with a view to, among other things, full satisfaction and 
payment of all obligations owing to the Bank; 

 
9. the stay of proceedings provided by the Initial CCAA Order and the Related Orders 

shall remain in effect pursuant to stay extension orders that are in form and 
substance satisfactory to the Bank; 

 
10. the Bank shall have been named as additional insureds and loss payees on the 

Borrower’s and Guarantors’ casualty insurance policies, including insurance with 
respect to any real property; 

 
11. all property subject to the CCAA Interim Financing Charge will be free and clear of 

liens, encumbrances and claims ranking in priority to the CCAA Interim Financing 
Charge, except for Permitted CCAA Encumbrances that are expressly granted 
priority by the Initial CCAA Order;  

 
12. the Borrower and Guarantors shall be in compliance with all of the terms and 

conditions set forth in this Term Sheet; 
 

13. the Bank shall have received a document signed by Farm Credit Canada in form and 
substance acceptable to the Bank and its solicitors wherein Farm Credit Canada 
agrees to the “80/20 allocation” applicable to the amount ultimately repayable 
contemplated by the paragraph with the heading “Amount Ultimately Repayable” 
in Part Four of this Term Sheet; 

 
14. no Event of Default (as defined herein) shall have occurred; and 
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15. there shall have been no breach of any covenant or other obligation of the Borrower 

or Guarantor under or in connection with this Term Sheet. 
 
Continuing Conditions to Availability under CCAA Interim Financing Facility: 
 
In addition to those covenants set out elsewhere in this Term Sheet and in the Bank CCAA 
Security, and other documentation executed or to be executed by each of the Borrower and 
Guarantors in favour of the Bank, each of the Borrower and Guarantors agree that the following 
are continuing conditions to the availability of the CCAA Interim Financing Facility (and 
further covenant not to take any actions such that any such conditions are violated): 
 

1. no motion for leave to appeal the Initial CCAA Order or Related Orders shall have 
been made or an intention to do so communicated in writing; 

 
2. no motion to amend, vary or stay the Initial CCAA Order or Related Orders shall 

have been made or an intention to do so communicated in writing; 
 

3. the stay of proceedings provided by the Initial CCAA Order (and Related Orders, if 
any) shall remain in effect pursuant to stay extension orders that are in form and 
substance satisfactory to the Bank; 

 
4. none of the Borrower or Guarantors shall request, obtain or consent to any reversal, 

stay, modification, amendment or any variation, of the Initial CCAA Order, that 
results in a Material Adverse Change, without the prior written consent of the Bank; 

 
5. each of the Borrower and Guarantors shall provide the Bank with at least two 

business days advance notice of all court filings made by it, together with copies of 
all related court materials, and shall provide the Bank with notice of all court filings 
that any other person intends to make, as indicated in any way to any of the 
Borrower and Guarantors by such person, as soon as reasonably practicable after 
obtaining knowledge of such intended filings;  

 
6. each of the Borrower and Guarantors shall only use the CCAA Interim Financing 

Facility for purposes set out in this Term Sheet, unless otherwise agreed to in writing 
by the Bank; 

 
7. the Bank continuing to be named as additional insureds and loss payees on the 

casualty insurance policies of the Borrower and Guarantors, including insurance 
with respect to any real property; 

 
8. no Material Adverse Change shall have occurred; 

 
9. there shall have been no breach of any covenant or other obligation of the Borrower 

and Guarantors under or in connection with this Term Sheet; and 
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10. all representations and warranties of the Borrower and Guarantors under this Term 
Sheet shall be true and correct. 

 
The Borrower shall be deemed to have represented and warranted to the Bank, each time the 
Borrower accepts credit from the Bank under this Term Sheet, that, at such time, all the 
foregoing conditions have been satisfied or fulfilled. 
 
Default - In addition to the events of default set out in the Bank CCAA Security, the following 
additional events shall each constitute an “Event of Default”: 
 

1. if the Initial CCAA Order is varied without the written consent of the Bank or any 
other order is made that is not satisfactory to and consented to by the Bank acting 
reasonably, or is or may be prejudicial to the Bank’s interests; 

 
2. if the stay of proceedings contained in the Initial CCAA Order, or any extended stay 

of proceedings, is terminated or lifted; 
 

3. if the Borrower or a Guarantor fails to comply with the Initial CCAA Order, a 
Related Order or any other order ancillary thereto; 

 
4. if the Borrower or any Guarantor fails to observe or perform any covenant, condition 

or agreement on its part to be observed or performed as set out herein or in any Bank 
CCAA Security; 

 
5. if the Borrower, any Guarantor or any of their respective employees, agents, 

directors or officers has made or furnished to the Bank a statement, representation or 
warranty which is incorrect, false or misleading in any material respect; 

 
6. if there is default and/or non-compliance under any other term, condition or 

covenant of this Term Sheet or the Bank CCAA Security; 
 

7. the seeking or support by any member of the Puratone Group of any court order (in 
the CCAA Proceedings or otherwise) which is adverse or potentially adverse to the 
interests of the Bank; 

 
8. the issuance of any order in the CCAA Proceedings which is adverse in any material 

respect to the interests of the Bank (including, without limitation, as to the amount of 
the Existing Puratone Loan Obligations as acknowledged and agreed herein); 

 
9. the issuance of any court order lifting or granting relief from the stay of proceedings 

in, or discontinuing, the CCAA Proceedings or the issuance of any court order 
staying, reversing, vacating or otherwise modifying the terms of the CCAA Interim 
Financing Facility or the CCAA Interim Financing Charge; 

 
10. the initiation of any challenge to the validity, perfection, priority or enforceability of 

the CCAA Interim Financing Charge, the CCAA Interim Financing Facility, the Bank 
CCAA Security or the Bank’s rights and interests; or 



 14 

 
11. if, in the opinion of the Bank, there occurs, or may occur, any Material Adverse 

Change. 
 
For greater certainty, commencement of a Liquidation Process shall not constitute an Event of 
Default. 
 
Remedies - On the CCAA Facility Termination Date, any right of the Borrower to receive any 
advance or other accommodation of credit from the Bank pursuant to the CCAA Interim 
Financing Facility and this Term Sheet generally shall be immediately terminated and any 
further advances made, if any, thereafter shall be in the sole discretion of the Bank. 
 
Upon the occurrence of and during the continuance of an Event of Default, the Bank may, upon 
two (2) days’ notice (but only to the extent that such notice is required by the Initial CCAA 
Order) given by the Bank to the Borrower and Guarantors [by email to their solicitors (Taylor 
McCaffrey LLP, N.K. Snyder at nksnyder@tmlawyers.com) together with a copy to the 
Borrower and Guarantors at the Notice address hereinafter set out] and the Monitor [by email 
to Steven Peleck (from Deloitte & Touche Inc.) at speleck@deloitte.ca], declare all obligations 
hereunder to be immediately due and payable and, in either case, the Bank may then: 
 
(a) exercise any and all of the rights and remedies under or pursuant to this Term Sheet and 

the Bank CCAA Security and realize upon all or any part of the Bank CCAA Security; 
and 

 
(b) take such actions and commence such proceedings as may be permitted at law or in 

equity (whether or not provided for in this Term Sheet or the Bank CCAA Security) at 
such times and in such manner as the Bank in its sole discretion may consider expedient, 

 
all without any additional notice, presentment, demand, protest, notice of protest, dishonour or 
any other action except as required by law.  The rights and remedies of the Bank hereunder are 
cumulative and are in addition to and not in substitution for any other rights or remedies 
provided by Applicable Law or by any of this Term Sheet and the Bank CCAA Security. 
 
Without limiting the foregoing, the Bank shall be entitled, in addition to all other remedies at 
law under any security or other agreement, to exercise its rights to notify and direct account 
debtors of the Borrower and Guarantors to pay accounts receivable directly to the Bank, to 
sweep blocked accounts subject to cash management and any cash collateral accounts, if any, on 
a daily basis and to apply any credit balance in such blocked accounts or cash collateral 
accounts against any outstanding indebtedness owing to the Bank in such order as the Bank 
deems fit.  In addition, on the CCAA Facility Termination Date, all debts, liabilities of the 
Borrower to the Bank shall become immediately due and payable. 
 
Without limiting the foregoing, on the CCAA Facility Termination Date, subject to any 
requirement to seek leave of the Court set out in the Initial CCAA Order or Related Orders, the 
Bank shall have the right to exercise all other customary remedies under the Bank CCAA 
Security and Applicable Law, including, without limitation, the right to realize on all collateral 
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and the collateral securing the liabilities and obligations of the Borrower and Guarantors to the 
Bank, without the necessity of obtaining further relief or order from any court. 
 
For greater certainty but subject to any operative Order issued in the CCAA Proceedings, on the 
date the Bank becomes entitled to exercise any and all of the rights and remedies under or 
pursuant to this Term Sheet and the Bank CCAA Security and realize upon all or any part of the 
Bank CCAA Security, the Bank may declare all Existing Puratone Loan Obligations to be 
immediately due and payable and the Bank may then: 
 
(a) exercise any and all of the rights and remedies under or pursuant to the Original 

Puratone Term Sheet and the security held by the Bank in relation to the Original 
Puratone Term Sheet and realize upon all or any part of such security; and 

 
(b) take such actions and commence such proceedings as may be permitted at law or in 

equity (whether or not provided for in the Original Puratone Term Sheet or the security 
held by the Bank in relation thereto) at such times and in such manner as the Bank in its 
sole discretion may consider expedient, 

 
all without any additional notice, presentment, demand, protest, notice of protest, dishonour or 
any other action except as required by law.  Such rights and remedies of the Bank are 
cumulative and are in addition to and not in substitution for any other rights or remedies 
provided by Applicable Law or by any of the Original Puratone Term Sheet and the security 
held by the Bank in relation thereto. 
 
For greater certainty, nothing shall prevent the Bank from applying to the Court or a Related 
Court, on two days’ notice, or such shorter notice as the court may permit, for such relief as the 
Bank may determine is necessary or appropriate, prior to or following the CCAA Facility 
Termination Date. 
 
Expenses - The Borrower shall pay all of the Bank’s costs and expenses, including those 
incurred for due diligence, transportation, computers, copying, appraisals, audits, insurance, 
consultants, searches, filing and recording fees, collateral auditing fees and all other out-of-
pocket costs and expenses incurred by the Bank (including the fees and expenses of its legal 
counsel).  The Borrower shall also pay the costs and expenses of the Bank in connection with 
any enforcement.  All such costs and expense, if not immediately paid by the Borrower upon 
demand, may be debited to any account of the Borrower with the Bank and shall be secured by 
the CCAA Interim Financing Charge. 
 
Indemnity - The Borrower and Guarantors indemnify and hold harmless the Bank, its affiliates 
and its officers, directors, employees, agents and advisors (each, an “Indemnified Person”) 
from the against any and all suits, actions, proceedings, orders, claims, damages, losses, 
liabilities and expenses (including legal fees and disbursements and other costs of investigation 
or defense, including those incurred upon any appeal) that may be instituted or asserted against 
or incurred by any such Indemnified Person as a result of or in connection with credit having 
been extended, suspended or terminated under or in relation to the CCAA Interim Financing 
Facility, or the use of the proceeds thereof, and the administration of such credit, and in 
connection with or arising out of the transactions contemplated hereunder and any actions or 
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failures to act in connection therewith, including the taking of any enforcement actions by the 
Bank, and including any and all environmental liabilities and legal cost and expenses arising 
out of or incurred in connection with disputes between or among any parties hereto.  All such 
indemnified amounts, if not immediately paid by the Borrower upon demand, shall be secured 
by the CCAA Interim Financing Charge. 
 
Mandatory Prepayments - The Borrower will be required to make the following additional 
payments:  (i) any excess of the aggregate borrowings under the CCAA Interim Financing 
Facility during any week that exceeds the forecasted borrowing requirements set forth in the 
Cash Flow Budget, as a result of currency fluctuations or otherwise; (ii) the amount of any 
receipts by the Borrower and/or the Guarantors on account of extraordinary items (for example 
only and without limitation, Ag-Stability payments from Canada, monies from the sale of 
ownership or other interests in other companies and any other receipts not contemplated by the 
Cash Flow Budget or considered as extraordinary); (iii) 100% of the Net Proceeds from any 
insurance proceeds arising from the loss of inventory or other property to be paid within two 
business days of receipt; and (iv) 100% of the Net Proceeds from the disposition of redundant or 
non-material assets permitted hereunder.  All such mandatory payment amounts shall also 
constitute permanent reductions to the maximum principal amount available under the CCAA 
Interim Financing Facility.  The Borrower shall immediately make any payments required to 
eliminate any amount by which the principal amount outstanding at any time under the CCAA 
Interim Financing Facility exceeds the maximum principal amount available thereunder at such 
time. 
 
Interest Calculation and Payment - Interest shall be computed on the basis of a three hundred 
and sixty five (365) day year (or a three hundred and sixty six (366) day year for leap years) and 
shall be calculated and payable monthly in arrears on the last business day of each month. 
 
Interest payable on the CCAA Interim Financing Facility, or any part thereof, shall be payable 
both before and after demand and/or the CCAA Facility Termination Date and before and after 
default and/or judgment, if any, until full payment thereof, and interest shall accrue on 
overdue interest, if any, at the rates set out below. 
 
All outstanding amounts under this Term Sheet shall bear interest at the rates set out herein and 
may be subject to certain fees as determined by the Bank from time to time. 
 
Any interest rate based on a period less than a year expressed as an annual rate for the purposes 
of the Interest Act (Canada) is equivalent to such determined rate multiplied by the actual 
number of days in the calendar year in which the same is to be ascertained and divided by the 
number of days in the period upon which it was based. 
 
All interest payments shall be made without allowance or deduction for deemed reinvestment 
or otherwise, both before and after maturity and before and after default and judgment and 
such interest shall be calculated using the nominal rate method, not the effective rate method. 
 
Interest on Prime based loans is calculated daily and payable monthly in arrears based on the 
number of days the subject loan is outstanding. 
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All overdue amounts of principal and interest shall bear interest from the date on which the 
same became due until the date of payment at the applicable Interest Rate plus an additional 2% 
per annum. 
 
Currency Indemnity - U$ loans must be repaid with U$ and C$ loans must be repaid with C$, 
and the Borrower shall indemnify the Bank for any loss suffered by the Bank if the U$ loans are 
repaid with C$ or vice versa, whether such payment is made pursuant to an order of a court or 
otherwise. 
 
Indebtedness - The Borrower acknowledges that the actual recording of the amount of any 
Advance or repayment thereof under the CCAA Interim Financing Facility and interest, fees 
and other amounts due in connection with such CCAA Interim Financing Facility, in the 
accounts of the Borrower maintained by the Bank, shall constitute prima facie evidence of the 
Borrower’s indebtedness and liability from time to time under this Term Sheet; provided that 
the obligation of the Borrower to pay or repay any indebtedness and liability in accordance with 
the terms and conditions of this Term Sheet shall not be affected by the failure of the Bank to 
make such recording. 
 
Payments - All payments to be made hereunder shall be made free of any set off and in 
immediately available funds to the Bank at its Winnipeg Main Office at 335 Main Street, 
Winnipeg, Manitoba R3C 1C2. 
 
Application of Payments - Each payment under this Term Sheet prior to an Event of Default 
shall be applied first in payment of costs and expenses, then interest, fees and the balance, if 
any, shall be applied in reduction of principal.  If an Event of Default shall occur and be 
continuing, all payments made by the Borrower and its Guarantors hereunder shall be applied 
in the following order: 
 

(a) To amounts due hereunder as costs and expenses; 
 
(b) To amounts due hereunder as default interest; 

 
(c) To amounts due hereunder as interest; 

 
(d) To amounts due hereunder as fees; 

 
(e) To amounts due hereunder as principal; and 

 
(f) To any amounts remaining, to the Borrower or as otherwise required by 

Applicable Law. 
 
 
PART FIVE - REPRESENTATIONS AND WARRANTIES: 
 
The Borrower and Guarantors jointly and severally represent and warrant to the Bank that: 
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1. Each of the Borrower and the Guarantors have been duly incorporated and are in 
good standing in the Province of Manitoba and that each of the Borrower and the 
Guarantors has the powers, permits, and licenses required to operate its business or 
enterprise and to own, manage, and administer its property; 

 
2. This Term Sheet and all existing Bank CCAA Security is, and when executed by the 

Borrower and/or Guarantors the new Bank CCAA Security will be, valid, binding 
and legally enforceable against the Borrower and the Guarantors in accordance with 
their respective terms, except to the extent that the enforcement thereof may be 
limited by bankruptcy, insolvency or similar laws affecting the enforcement of 
creditor’s rights generally and that specific performance and other equitable 
remedies are subject to the discretion of the courts to which such remedy is sought;  

 
3. The Borrower and the Guarantors each have all requisite power, authority and 

capacity to execute and deliver this Term Sheet and the Bank CCAA Security and to 
perform their respective obligations hereunder and thereunder; 

 
4. The Borrower and the Guarantors have good, valid and marketable title to all of 

their property and assets; 
 

5. The Borrower and the Guarantors are in compliance with the provisions of all 
federal, provincial, state, local and other laws, codes and ordinances (including, 
without limitation, environmental, health and safety laws, codes and ordinances) 
and all rules and regulations formulated thereunder; 

 
6. There are no actions, suits or proceedings pending or threatened against the 

Borrower or the Guarantors, or affecting any property owned by the Borrower the 
Guarantors, before any court or governmental department, commission, board or 
agency which, if determined adversely, would result in a Material Adverse Change – 
provided that the Bank acknowledges disclosure of the Existing Actions and 
confirms such Existing Actions shall not constitute a breach of this representation; 

 
7. Any taxes, assessments, deductions at source, income taxes or other levies, the 

payment of which is secured by a legal privilege, prior claim, or legal hypothec have 
been paid by the Borrower and the Guarantors without subrogation or 
consolidation; 

 
8. There exists no default or event of default under this Term Sheet, the CCAA Interim 

Financing Facility hereunder or the Bank CCAA Security by the Borrower and/or 
Guarantors; and 

 
9. All statements (whether financial or otherwise), information, reports, budgets, 

forecasts and projections made available by the Borrower, Guarantors or anyone on 
their behalf to the Bank are true, complete and accurate (as of the effective dates 
thereof) in all respects and do not omit any information necessary to make them 
true, complete and accurate (as of the effective dates thereof) in all respects. 
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The representations and warranties contained above shall survive the execution and delivery of 
this Term Sheet and the making of each drawdown under the CCAA Interim Financing Facility, 
notwithstanding any investigations or examinations that may be made by the Bank or counsel 
to the Bank. 
 
 
PART SIX - COVENANTS (Positive, Negative and Financial): 
 
Positive Covenants - So long as any loans or commitments hereunder remain outstanding, the 
Borrower shall and shall cause each of the Guarantors to (and each of the Guarantors also 
agrees to): 
 

1. Comply with the terms, conditions and provisions of the Court approved CCAA 
Plan of Arrangement applicable to the Borrower and the Guarantors; 

 
2. Subject to the Initial CCAA Order and all Related Orders, carry on business and 

operations in accordance with good practices consistent with accepted industry 
standards and pursuant to applicable agreements, regulations, and laws in the same 
industry in which it is currently carrying on business; 

 
3. Proceed diligently to find investors to purchase or invest in the business and 

operations of the Borrower and Guarantors as a going concern – PROVIDED THAT 
the Borrower shall continuously keep the Bank informed of all material 
developments; 

 
4. At all times permit and facilitate timely and unrestricted access by the Bank to the 

Monitor and its advisors; 
 

5. Cause to be paid all amounts of principal, interests, fees and costs due to the Bank on 
the dates, times and place specified herein; 

 
6. Maintain corporate existence and comply with all Applicable Laws; 

 
7. Subject to the Initial CCAA Order and all Related Orders. pay, when due, all taxes, 

assessments, deductions at source, income tax or levies for which the payment is 
guaranteed by legal privilege, prior claim, or legal hypothec, without subrogation or 
consolidation; 

 
8. Subject to the Initial CCAA Order and all Related Orders, comply with all regulatory 

bodies and provisions regarding environmental procedures and controls; 
 

9. Allow the Bank access to visit and inspect the assets, property and premises of the 
Borrower and the Guarantors (subject to the Borrower’s policies on bio-security); 

 
10. Maintain adequate and appropriate insurance on the Borrower’s and Guarantors’ 

assets, having the Bank named as first loss payee under such policies covering 
inventories and other tangible real and personal property; 
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11. Inform the Bank of any event or action which would or could result in a Material 

Adverse Change, including but not limited to the sale of assets, guarantees, funded 
debt from other lenders, or alteration of type of business; 

 
12. Keep and maintain books of account and other accounting records in accordance 

with GAAP;  
 

13. Provide all materials as requested under the Reporting Requirements detailed 
below; 

 
14. Provide the Bank with information and financial data as it may request from time to 

time; 
 

15. Maintain all of the Borrower’s and Guarantors’ property, plants, assets and 
equipment in good repair and working condition; 

 
16. Provide such reasonable additional security, information and documentation as may 

be requested by the Bank or its solicitors from time to time; 
 

17. Notify the Bank of any material litigation commenced or threatened against the 
Borrower or any Guarantor;  

 
18. At all times remain and take all actions necessary or available to ensure that each 

member of the Puratone Group at all times remains in compliance with all Orders 
issued by the CCAA Court in the CCAA Proceedings, without amendment or 
extension of any kind; 

 
19. Take all actions necessary or available to defend the Initial CCAA Order from any 

appeal, reversal, modification, amendment, stay or vacating not expressly consented 
to in advance by the Bank; and 
 

20. Forthwith upon the request of the Bank, bring one or more motions on notice to any 
creditor that has a registered security interest in the property of the Puratone Group 
or who otherwise claims an interest in such property, for an order in form and 
substance satisfactory to the Bank declaring that the CCAA Interim Financing 
Charge has priority over such creditor’s interest in such property. 

 
Negative Covenants - The Borrower hereby agrees (and the Guarantors also agree) with the 
Bank that, unless the Bank shall have given prior written approval, it shall not nor shall it 
permit any of the Guarantors, so long as any loans or commitments hereunder remain 
outstanding, to: 
 

1. Do anything which is not in compliance with, or otherwise breaches, the terms, 
conditions and provisions of the Court approved CCAA Plan of Arrangement 
applicable to the Borrower and the Guarantors; 
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2. Guarantee or act as surety or agree to indemnify the debts of others, or incur or 
create any further or additional indebtedness, other than as permitted by the Initial 
CCAA Order or in writing by the Bank; 

 
3. Lend money to or invest money in any person, firm, joint venture, partnership, 

company or corporation whether by way of loan, acquisition of shares, acquisition of 
debt obligations or in any other way whatsoever without prior written consent from 
the Bank; 

 
4. Merge, amalgamate or acquire any other corporation or its assets;  

 
5. Permit any liens or other encumbrances on their property other than Permitted 

CCAA Encumbrances; 
 

6. Sell, lease, assign, transfer, convey or otherwise dispose of, or permit any of the 
Guarantors to sell, lease, assign, transfer or otherwise dispose of, the property or 
assets secured by the Bank CCAA Security except (i) in the ordinary course of 
business, or (ii) redundant or non-material assets not exceeding $100,000.00 in any 
one transfer or $500,000.00 in the aggregate, or (iii) made in compliance with the 
Initial CCAA Order, or (iv) with the Bank’s prior written consent; 

 
7. Cease to carry on the business currently being carried on by the Borrower and 

Guarantors at the date hereof; 
 

8. Make any payments of principal or interest on any debt except to the Bank as 
required by this Term Sheet and as may be specifically permitted by the terms, 
conditions and provisions of the Court approved CCAA Plan of Arrangement 
applicable to the Borrower and the Guarantors; 

 
9. Pay or make any dividends, share redemptions and/or other shareholder 

distributions;  
 

10. Make any material capital expenditures not stipulated in the Cash Flow Budget 
approved by the Bank; 

 
11. Make any expenditures inconsistent with the most recently delivered Cash Flow 

Budget approved by the Bank from time to time; 
 

12. Contest, challenge or in any way oppose (or support any other person in contesting, 
challenging or opposing): (i) the amount of the Bank’s claim for the Existing 
Puratone Loan Obligations as acknowledged and agreed pursuant to this Term 
Sheet, together with all other amounts that may become due or payable in respect of 
the Existing Puratone Loan Obligations after September 7, 2012; and (ii) the validity 
and enforceability of the Existing Puratone Loan Obligations, the existing security 
documents held by the Bank in relation thereto or of any other agreements and 
documents relating thereto; and 
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13. Enter into any future grain and hog hedging programs with third party Brokers 
unless the Borrower’s shareholders fully fund and backstop all margin deposits and 
any related margin calls. 

 
 
PART SEVEN - REPORTING REQUIREMENTS: 
 
The Borrower shall deliver or cause to be delivered to the Bank, the following: 
 

1. weekly by no later than 5:00 p.m. EST each Wednesday following the making of the 
Initial CCAA Order and prior to and as a requirement for the making of any advance 
hereunder, an updated Cash Flow Budget in form and substance satisfactory to and 
approved by the Bank together with (i) a comparison prepared by the Borrower with 
the assistance of the Monitor of the previous weeks forecast to actual results, and (ii) 
an explanation of the differences; 

 
2. forthwith, notice of any breach of covenant or other obligation of the Borrower or 

Guarantors under or in connection with this Term Sheet; 
 

3. forthwith, notice of any Material Adverse Change in the operations, financial 
condition or business prospects of the Borrower or Guarantors; 

 
4. forthwith, notice of any investigation, proceeding, order, claim or notice by any 

governmental agency with respect to any violation or alleged violation of Applicable 
Laws; 

 
5. all reporting required under the Original Puratone Term Sheet; 

 
6. on a timely basis at the request of the Bank, host conference calls and/or meetings to 

provide the Bank with updates relating to its business, the CCAA Proceedings or 
other reasonably requested information; and 

 
7. such further reports and information as the Bank may request from time to time. 

 
In addition, the Borrower shall forthwith upon receipt deliver to the Bank copies of all 
pleadings, motions, applications, judicial information, financial information, and other 
document filed by or on behalf of the Borrower or Guarantors with the Court or any Related 
Court, or distributed by or on behalf of the Borrower or Guarantors to the Monitor or any other 
person and all reports prepared by the Monitor and such other reports and information 
respecting the business, financial condition or prospects of the Borrower and Guarantors, on a 
confidential basis, as the Bank may, from time to time, request.  All reports and financial 
statements shall be in form and substance satisfactory to the Bank, acting reasonably. 
 
 
PART EIGHT - GENERAL: 
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1. Set Off - The Bank shall have the right to set off and apply any funds of the 
Borrower deposited with or held by the Bank from time to time, and any other 
indebtedness at any time owing to the Borrower by the Bank, against any of the 
amounts outstanding hereunder from time to time. 

 
2. Governing Law - This Term Sheet shall be governed and construed in accordance 

with the laws of the Province of Manitoba and the federal laws of Canada from time 
to time applicable therein. 

 
3. No Obligation - Upon the occurrence of an Event of Default, the Bank shall have no 

obligation or liability to make any advances hereunder after any remedy period. 
 

4. Personal Property Security Act Requirement – Each of the Borrower and the 
Guarantors hereby waives on its behalf and on behalf of all of the Guarantors, the 
requirement for the Bank to provide copies of PPSA registrations, verification 
statements or financing statements undertaken by the Bank. 

 
5. Time - Time is of the essence. 

 
6. Further Assurances - The Borrower shall do or cause to be done all things and 

execute or cause to be executed all documents deemed necessary or appropriate by 
the Bank and its counsel for the purposes of giving full force and effect to the terms, 
conditions, undertakings and Security granted or to be granted hereunder. 

 
7. Term Sheet Paramount - When a contradiction exists between the Bank CCAA 

Security or any other document or agreement between the Bank and the Borrower or 
any of the Guarantors, and this Term Sheet, this Term Sheet will be the operative 
document.  Notwithstanding the foregoing, if there is any right or remedy of the 
Bank set out in any of the Bank CCAA Security or any part of which is not set out or 
provided for in this Term Sheet, such additional rights shall not constitute a conflict 
or inconsistency. 

 
8. Assignment - No rights or obligations of the Borrower or any of the Guarantors 

hereunder and no amount of the CCAA Interim Financing Facility may be 
transferred or assigned by the Borrower or any of the Guarantors, any such transfer 
or assignment being null and void insofar as the Bank is concerned and rendering 
any balance then outstanding hereunder immediately due and payable at the option 
of the Bank and releasing the Bank from any obligations of making further advances 
hereunder. 

 
9. Acknowledgement - The Borrower and the Guarantors acknowledge that, the 

CCAA Interim Financing Facility contained herein and all accounts held with the 
Bank in the name of the Borrower, are for use by the Borrower and will be used for 
the Borrower’s business purposes only. 

 
10. Recitals – The Recitals of this Term Sheet forms an integral part hereof. 

 



 24 

11. Notices - All notices, requests and demands and other communications hereunder 
shall be in writing and shall be furnished to the parties at the addresses listed below.  
Notices shall be given by personal delivery or transmitted by telecopier and shall be 
deemed to be received on the business day of receipt (unless such delivery or 
transmission is received after 2:00 p.m. Winnipeg time, in which case it shall be 
deemed to have been received on the following business day): 

 
 To the Borrower and Guarantors: To the Bank: 
 
 The Puratone Corporation Bank of Montreal 
 Box 460 First Canadian Place 
 Niverville, MB R0A 1E0 100 King Street West, 7th Floor 
  Toronto, Ontario, M5X 1A1 
 Attn: Larry Johnson, CFO  
 Fax: (204) 388-0037   Attn:  Greg Fedoryn 
       Fax:  (905) 643-1623 
 

The Borrower hereby agrees to forthwith provide the Bank with written notice of a 
change in name or address of itself, the Guarantors or any of the Guarantors. 

 
 
 
 
 

PART NINE (Offer and Acceptance) appears on the next page. 
The remainder of this page is intentionally left blank. 
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PART NINE – OFFER AND ACCEPTANCE: 
 
The terms and conditions outlined in this Term Sheet are open for acceptance until 
September 12, 2012 at 5:00 p.m. EST, after which these terms and conditions (if not accepted) are 
null and void.  Kindly acknowledge your acceptance by signing and returning this Term Sheet. 
 
 Yours truly, 
 
  BANK OF MONTREAL 
 
 
  Per:        
   Greg W. Fedoryn, Senior Account Manager 
 
 
Acknowledged and Accepted this _________ day of September, 2012. 
 
THE PURATONE CORPORATION     
 
 
Per: ______________________________         
 Ray Hildebrand, CEO   
 
 
Per: ______________________________  
 Larry Johnson, CFO 
 

 

  
NIVERVILLE SWINE BREEDERS LTD. 
 
 
Per: ______________________________         
 Ray Hildebrand, CEO   
 
 
Per: ______________________________  
 Larry Johnson, CFO 
 

PEMBINA VALLEY PIGS LTD. 
 
 
Per: ______________________________         
 Ray Hildebrand, CEO   
 
 
Per: ______________________________  
 Larry Johnson, CFO 
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