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DEED OF MOVABLE HYPOTHEC AND 

PLEDGE OF SHARES 

ON THE TWELFTH (l2TH) DAY OF DECEMBER. TWO 
THOUSAND 

B E F 0 RE Mere Charlone Pinsonnault, the undersigned nomry for the 
Province of Quebec, practising in the City of Montreal 

APPEARED: 

AND; 

THE TRUST COMPANY OF BANK OF 
MONTREAL, a r.rust company duly organized 
pursuant to the Jaws of Canada, having its head 
office at I First Canadl1111 Place, lOO King Street 
West, Suite S 104. in the City of Toronto, Province 
of Ontario, and an cstabHshIIIQ!t at 129 Sr. 
Jacques Street, B Level North. in the City of 
Montreal. Province or Quebec. herein acting and 
represented by Alain BRtlljET , its 
Senlr M!l!noaer, Investment - , duly 
authorized pursuant lo By-law Two of said 
company, the resolution of the direcrors of said 
company adopted Augusl29, 1996, and 11 power 
or attorney, a certified copy of each of which is 
annexed.hereto after having been aclcnowledgcd as 
true and signed for identification by said 
representative in the presence of the unde rsigned 
110lary. 

OF THE FIRST PART 

JTJ-MACDONALD CORP., a legal person 
being a Coq>Ofation constituted under the laws of 
lhe Province of Nova Scotia, having its registered 
office at 5151 George Street, Suite 1600, in the 
City or Halifax, Province of Nova Scotia, 
83J 1M5 and an establishment at 2455 Ontario 
Street East.. in the Ciry of Montreal, Province of 
Quebec, H2K l W3, herein acting and represented 
by Bradley Price. its Vice President, Finance and 
Chief Financial Officer, duly authorized by 
resolutions of i1s Board of Directors passed on the 
twelfth (12th) dl!y of December, two thousand 
(2000) and by resolutions of its sole shareholder 
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passed on 1he twelfth (12th) day of December, two 
thousand (2000), a certified copy of each of which 
is annc,;cd hcn:lo after having been acknowledged 
true and signed for the purpose of identification by 
the .said representative in the presence of the 
undersigned no1ary. 

OF THE SECOND PART 

WIBCH PARTIES DECLARED AS FOLLOWS: 

WHEREAS on !he twenty-third (23"1) day or November. 
nineteen hundred and ninety-nine (1999), JT Nova Scolla Corporalion 
and the Allorney (a.s hereinafter defined) e:itccutcd 4 Deed of Hypolhec 
before Catherine Bolduc, notary, under her minute number 212 
(hereinaf1er called the "Principal Deecr) for the PWl>OSC of, among 
other things, securing convertible debentures o( JT Nova Sc<lcia 
Corporation in the aggrega1e principal amount of S l ,200,000,000 in 
lawful money of Canada; 

WHEREAS lhe Grantor (as hereinafter defined) i) was 
originally incorporated under the laws of OntariP on September 12, 1978 
under the name RJR-Macdonald Inc., ii) ii was then continued under lhe 
Cw1ada Business Corporatio11s Act on Oc1ober 13, 1978 under tbe same 
name, iii) it was continued ·under the Ccmpanies Acl (Nova Scotia) on 
April 8, 1999 under rhe same name, (iv) by Cenificate of Amalgamation 
dared April 24, 1999, RJR-Macdonald Inc. and 3027221 Nova Scotia 
Company amalgamated under the provi:iions of the Companies Act 
(Nova Scotia) and continued as RJR-Macdonald Corp. and (v) by 
Cenificate of Amalgamation dated NoYember 27. 1999. JT Nova Scotia 
Corporation and RJR-Macdonald Cotp. amalgamated under the 
provisions of the Companies Act (Nova Scotia) and con!lnued as the 
Oran tor; 

WHEREAS on the second (2"d) day of December, nineteen 
hundred and ninety-nine (1999) the Orantor and the Attorney executed a 
Deed of Supplemental Hypolhec before Marjolaine Ares, notary, under 
her minute number 196 (hercinafler called lhe "Supplemental Deed") 
for the purposes of the GralllOr confinning, to the extent neeessary. the 
bnx>lhecs and assignlJJCQtS granted by JT Nova Scotia C.0.rporation 
under the Principal Deed and the obligations of JT Nova Scotia 
Corporation in Yirtue of the PrincipaJ Deed and granting hypothecs and 
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assignments in its present and future property, including the additional 
acquired property; 

WHEREAS the Debentureholder has executed a 
Debentureholder's lnsuumerat directing and authorizing the Attorney to 
execute this Deed orHypothec: 

WHEREAS the Grantor has. under its governing law and 
constating documents., the power 10 mongage, hypo1hecate, pledge: er 
otherwise create a security interest in all or any property of the Grantor. 
now owned or subsequently acquired, to secure any obligations of the 
Gr.mtor: 

WHEREAS all necessary corporate proceedings and 
resolutions have beell duly taken and passed by the Grantor and all other 
aclions have been taken to auchorizc the execution of Ibis Deed of 
Hypothec: 

WHEREAS the foregoing recitals are made ns 
representations and statements of fact by the Grantor and not by 1he 
Allomey: 

NOW, THEREFORE. THE PARTIES HERETO HA VE AGREED 
AS FOLLOWS: 

1. 

1.1 

INTERPRETATION 

The following words and phrases, wherever used in this Deed or 
in the accompanying Schedules or in any deeds supplemental 
hereto, shall. unless there be something in the conte"t 
inconsistcnl therewith, have the following meanings: 

1.l.l "Attorney": means the party of the first part THE 
TRUST COMPANY OF BANK OF MONTREAL, duly 
appointed as I onde de porc11oir pursuant to Section 2 or 
the Principal Deed and irs successors and assigns in the 
powers and duties created under the Principal Deed as 
supplemented and amended by the Supplemental Deed 
and every other deed, notice or document supplementary 
or complementary to the Principal Deed, including any 
and every deed of hypothec, application for registration. 



r· 

r: 

r-: 

L 
r . 

L. 

, . 

I ... 
I -
I 
L. 

I . 

- 4 -

notice under Article 2949 of the Civil Code of Quebec, 
or othc:r insuument or charge: which is supplementacy or 
ancillary 10 the Principal Deed or in implementation of 
the Principal Deed; 

1.1.Z wcanadian Dollars" or "C$w; means the legal currency 
of Canada; 

1.1.3 "Company'': means JTl-MACDONALD TM CORP. 
and any successors and assignees: 

J.l.4 ""Debentures": mean the convenible debentures of JT 
NOVA SCOTIA CORPORATION (now the Grantor), 
each dated Novembu 23rd. 15199, in the aggregate: 
principal amount of Cil,200,000,000 issued by IT 
NOV A SCOTIA CORPORA TCON (now 1he Gran tor) 
pursuant to 1he Subscription Agreement, as Ille said 
convertible debenLLncs may be: amended, supplemented, 
replaced or restated from time to time: 

1.1.5 "Debentureholder": means, at any lime, the registered 
holder (or holden., if more than one) at such time of the 
Debentures; 

1.1.6 "Debentureholder's Instrument": means 
instrument signed by the Dcbentureholder: 

an 

l.l.7 nE'l'ent of Default": shall have the meaning ascribed 
!hereto in See1ion 10.1: 

1.1.8 "Grantor"; me.ans !Tl-MACDONALD CORP., the: 
corporation continuing from the amalgamation of IT 
NOVA SCOTIA CORPORATION and 
RJR-MACOONAID CORP. on the 1wenty~eventh 
(27111

) day of November, nineteen hundred and 
ninety~ninc (1999) under the Companies Act (Nova 
Scotia), and it& successors and assigns and shall include 
any corporation resulting from the amalgamation of 
JTI-MACDONALD CORP. with any other Pcn;on or 
Pc™>ns; 

1.1.9 "G<>vernmental Authority": shall have the meaning 
ascribed thereto in the Subscription Agreement; 

l.l.JU Hypothec"; shall mean the hypolhec, mortgage, charge, 
transfer, assignment and security interest gran1ed in 
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Section 2.1 hereof and, in addition, shall include ~Y 
and all othc:r hypothecs, mortgages, cparges, transrers, 
assignments and security inccrests gran;ed in favour of 
the Attorney by the Grantor, under any deed, notice or 
other document or instrument supplementary to or 
amendirig this Deed: 

1.1.11 "Hypotheailft.I Property": shall have the meanin& 
ascribed to it in Section 2.1 hereof and shafl include all 
or any pan of the Hypochecated Ptopeny; 

1.1.12 "Liens": shall have the meaning ascribed to it in lhc 
Subscription Agreement; 

1.1.13 "Obligations Secured": shall mean the punctual 
payment when due of the principal of the Debentures, nil 
interest thereon and all premiums, if any, together with 
the payment of all other sums due or to become due by 
the Grantor under or pursuant to the Debentures, the 
Subscription Agreement and this Deed and £he due 
performance and observance by the Orantor of all 
obligations provided for under or punuant to the 
Debcau.-cs, the Su~c:iptlon Agreemcrit and this Deed, 
including all fees incurred by or on behalf of the 
Allorney in the exen:isc of its rights and powers 
hereunder; 

J.1.14 "Permitted Encumbrances": shall have the meaning 
ascribed to ii in the Subscriptio:i Agreement; 

1.1.15 "Person": means any individual, pa.nnership, limited 
pQJtfle~"iip, joint venture, syndicate, sole proprietorship, 
cornpany or corporation with or without share capital, 
unincorporated association, trust, trustee, e1'ecu1or. 
administ.-ator or other legal personal representative or 
Governmental Authority; 

l.l.16 "Principal DHd": shall have the meaning ascribed to it 
in the preamble of this Deed of Hypothec; 

1.1.17 "Securities": means all securities, including shares, 
debentures, units, promissory notes, negotiable 
instruments, bonds, obligations, rights, options. 
wamints, debt securities, investment certificates, units in 
mutual funds, interests in an:r partnership, certificates or 
other instn.iments or titles generally called or included as 
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a security or instruments and titles representing such 
prope:ty; 

"Shares": has the meaning ascribed. t.o it in Secrion 
2.1.1; 

1.l.19 "Specific Shares": mea.ns the shares described in 
Section l4; 

1.1.20 "Subscription Agret:ment": means the convenible 
debenture subscription agreement dated November 23rd, 
1999 between JT NOVA SCOTIA CORPORATION 
and JTI-MACDONALD TM CORP. providing, among 
other things. for the subscription for anti issuance of the 
Debentures. as amended by that Amending Agreement 
dated as of the twelfth (12th) day of December, two 
thousand (2000) and as the same may be further 
amended. supplemented, replaced or restated rrom time 
to time; 

1.1.21 "Supplemental Deed": sh11ll have the meaning ascribed 
to it in the preamble of rh is Deed of Hypothcc; 

1.1.22 "this Deed", "these pruents", "herein", "hereby", 
"hereer•, "hereunder" and similar expressions mean or 
refer to this Deed, and any accompanying Si;hcdules and 
to any deed, notici: or document supplemental or 
complementary hereto, including any and every deed of 
hypothec. application for registration, notice under 
article 2949 of ~he Civil Cede of Qrtebec, or other 
instrument or ::hargc which is supplementary or 
ancillary hereto or in implemenr.arion hereof anc tne 
expression "Section" followed by· a number means and 
refers to the specified section of this Deed. 

1.2 Words importing the singular only shall include the plural and 
vice-versa; words lmponing rhe masculine gender shall include 
the feminine gender, and words imporung individuals shall 
include firms, partnershiJ>i and corpora.tions. and vice versa. 

1.3 The division of this Deed into Sections and the insertion of 
headings are for convenience or reference only and shall not 

_ affect the construction or interpretation hereof. 
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1.4 All references to dollar amounts herein are, unless expressly 
olherwisc provi~~. expressed in lenns of the lawful currency of 
Canada. 

2. 

2.J 

HY.POTHEC: DESCRIPTION OF HYPOTHECATED 
PROPERTY 

Chaming Provisions: 

The Grantor hereby hypothecates and pledges in favour of the 
Attorney and grants. mortgages, charges. transfers &lld assigns to 
the Attorney a security interest in: 

2.1.1 all shares in tbe capital stock of lhe Company now or at 
any time hereafter issued and Olll$tanding from time to 
time. including without lintitation, the Specific Shares 
(in this Section 2.1 only, the "Shares"); 

2.1.2 all Securities issued or received in substitution, renewal, 
addition or replacement of any of 1he Shares or issued or 
recci ved on the pu~hase, redemption, conversion. 
cancellation or transfonnation of any such Shares or 
issued or received by way of dividend or otherwi5e to 
the holder of any such Shares; 

2.1.3 any rights attaching to the Shim::s, as well as the rruits 
and revenues thcreor. including the capital thereor. 
income therefrom, intercs1 and dividends thereon, 
accre1ions thereto and any other proceeds thereof, 
including proceeds orrcdemption: 

2.1.4 01e pmceeds of any sale, assignment or other disposition 
of the Property referred to in Sections 2.1.l, 2.1.2 or 
2.1.3 above. any claim resulting from such a sale, 
assignment or other disposition. as well as the property 
acquired in replacement thereof (ii being understood that 
this clause shall not be interpreted as pcnnitting the 
Grantor to dispose of the Shares in contravention of the 
provisions of this Deed or Hypoth~ or 1hc Subscription 
Agreement; and 

2.1.S all titles, documents. :"eeords, receipts, invoices and 
accounts evidencing the Shares, or relating thereto; 

(all such propeny described or referred to in Sections 
2.1.1, 2.1.2, 2.1.3, 2.l.4 and 2.1.S above together being 
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herein called the ''Hypoth«ated Property"). to secure 
payment and perfonnance or the Obligations Secured. 

2.2 The Hypo<hec coos:itutes a pledge of such o~ the Hypo!hecated 
Property which is delivered to or now in p~ession of the 
Anomey, including the Specific Shares, as well as a pledge of 
any of the Hypolhecaled Prope11y which may in the future be 
delivered to or held by the Auomey. 

3. AMOUNT OF THE HYPOTffEC 

The amount for which the Hypothec is granted is a principal 
amount of TWO BILLION Canadian Dollars (C$2,000,000,000) plus 
interest thereon from the date: hereof et the rate or 1wenty-five percent 
(25%) per annum, calculated semi-annually, not in advance. to secure the 
doe payment of the principal or the Debentures and all interest thereon 
and aU premiums, if any, and an additional principal amount of TWO 
HUNDRED AND FORTY MILLION Canadian Dollars 
(C$240.000,000) plus interest thereon from the dale hereof at the rate of 
twemy-five percent (25%) per annum calculated semi-annually, not in 
sdvance, 10 secure the due payment and performance of all other 
Obligations Secured. 

4. OBLIGATIONS SECURED 

The Hypothec is granced to secure the due payment and 
performance by the Gran1o·r of the Obligations Secured. 

5. REPRE$ENTATIONS 

The Grnncor represents to lhc Attorney as follows: 

5.1 it uses no business or firm name; 

5.2 there exists no restriccion in the memorandum or articles of 
association or other constating documents of the· Grantor 
regarding the assignment or transfer of !he Specific Snares; 

S.J Section l4 hcn:of iruly and accurately describes the number and 
class of the Issued and out:otanding shares in the capital stock of 
the Company legally and beneficially owned by the Grantor; and 

SA the Specific Shaces constitllte one hundred per cent (JOO%) of the 
issued and outstanding shares of the Company and that 
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constitutes the entire number of shares in the capital stock of the 
Company legally or beneficially owned by the Grantor. 

6. COVENANTS 

The Grantor COVC"lants and agree$ with the Altomcy ror the 
benefit of the Debentureholdcr Lhat it shall: 

6.1 at all times duly comply with, perfonn and observe all of its 
obligations and agreements under or pursuant to the Subscription 
Agreement, lhe Debentures and this Deed; 

6.2 we!I, duly nnd punctually pay or cause to be paid all amounts due 
or to become due under or pursuant to the Subscription 
Agreement, the Debentures and this Deed; 

6.3 notify the Attorney in writing without delay of any change in its 
name, its domicile. including ils chief executive office, or in rhe 
contents or accuracy of the representations made in Section 5: 

6.4 pay when due all duties, levies, taxes, charges and licence and 
other fees it may owe at any time under any fiscal law as well as 
those relating to the Hypothecatecl Property and any claim which 
may rank prior to or pari passu with the Hypolhec and pledge 
granted hereunder, except Permitted Encumbrances and shall 
submit 10 the AtlOmcy on request n;ceipts or oeher evidence 
establishing such payment: 

6.S not substitute or modify, or allow to be substitutc:d or modified, 
any of the Grantor's rights under the Hypothecated Property 
without !he prior written consent of the Attorney, and any 
substitution or mot!.ification not so consented lo may, al the 
oplion of the Attorney, be treated as a default by the Grantor 
under this Deed and under any othe'r agreement between the 
Gr.antor and the Attorney; 

6.6 deliver immedia1cly lo the Attorney the share certificates 
representing the Hypothecated Property, together with an 
accompanying stock 1ransfer power signed by the Orantor; 

6.1 sign, endorse and deliver to the Attorney all Securities issued or 
received in substitution, renewal, addition or replacement of the 
Hypothccated Property er issued or received on the purchase, 
redemption, conversion. cancellation or other transfonnwon of 
the Hypothecated Property, or issued or ceceived by way of 
dividend or otheiwise to a holder or any of the Securities fonning 
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pan of !he Hypo<hecatcd Property, including the Specific Shares, 
nnd any future shares in the Company: 

6.8 do all things, shall deliver to the Auwney all documents end 
infonnatil.ln and shall sign all documc:nts necessary in order that 
the Hypotbec and pledge conslilutcd by this Deed shall have full 
effect and bhall remain at all times opposable to third parties and 
in order thal I.he Attorney may fully exercise its rights hereunder; 

6.9 register or cause co be registered without delay the Hypothec and 
pledge constituted hereby in every jurisdiction and in every office 
whetc !he regisuation, filing or recording thereof may be 
necessary or required, i11 the opinion of the Attorney, to preserve, 
protect, perfect and render opposable to third parties the 
Hypothec and pledge hereby created, and to renew the same; 

6.10 pay when due all fee$ and charges or the Attorney: pay, or 
reimburse the Attorney. on demand, all costs and expenses 
(including legal fees and expenses) relating to this Deed, the 
pit:paration and execution or and registrations with respect 10 this 
Deed, the negotialion, preparation and c:xccution of waivers, 
amendmenu, supplementary inslnlmcnls and other variations of 
this Deed, the operation nnd interpretation of tMs Deed, the 
exc~i5e and preservation of rights under this Deed and 
enforcement and realization under this Deed, as well as all 
acquittance am! relc:ll$C fees (such costs and expenses shall 
include all fees and !!1.pcnses of consulranlS, agents or c?unsel 
retained by the Attorney); and reimburse the Attorney on demand 
for all costs and expenses incurred by the Attorney for the 
purpose of carrying out the Grantor's obligations OT of exercising 
its rights. All such fees, costs and e11:penses shall bear interest 
fmm the date of lhe incuning of such e,;pense at the rate of 
twenty-five percent (25%) per annum calculated and 
compounded semi-annually, with intcrat on overdue interest at 
the same rale; the repayment or such rees. costs and expenses 
-shall be secured hereunder, 

6.11 

6.12 

upon and during the continuance of an Eve1t of Defaule, cause 
the Attorney to have quiet possession of the Hypothccatcd 
Property free from all Liens. other than Pennittcd Encumbnmccs; 

at all times. indemnify and hold harmless the Atcomey from any 
loss, costs, charges, damages and expenses incurred or borne by 
the Attorney in the perfonnancc of its rights and duties hereunder 
or which may be claimed against the Attorney in relation thereto; 
and 
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6.JJ provide the Attorney with any information wirh respecl to :he 
Hypotheea1ed Propeny as the Attorney may reasonably request. 

7. CERTAIN RIGHTS AND RESPONSIBILITIES OF THE 
ATTORNEY 

7.1 The responsibility of the Attorney with regard lO any 
Hypothecated Property is limiwd to exeICising the su.ne degree 
of care which the Attorney gives to valuable property at the 
branch or office where the Hypolheca1ed Propeny may be held 
by it. The Orantor consents that the Anomey shall have the right 
to hold Hypothccatcd Propeny and 10 hold and to transfer 
Hypothecated Propeny to, and to be hcJd subject to the tenns of 
this Deed by, another office, branch. agency, depository or 
representative of the Attorney and such receipt and holcting by 
the Attorney and such transfer to and holding by such other 
office. branch. agency. depository or representative or the 
Attorney shall constitute, and be deemed to constitute, continuous 
holding of 1he Hypothecated Propetty by the Attomey. 

1.2 In the event the Cirantor fails to observe or perfonn any of its 
obligations or undertakings under this Deed, the Attorney may. 
but shall not be obliged to, petfonn the same and any fees. costs 
or expenses incu1TCd in so doing shall be fonhwilh due and 
payable by the Grantor to the Attorney, with interest as provided 
in Section 6.10, and shall form part of the Obligations Secured. 

7.J The Attorney may, (but shall not be obliged or deemed lo), after 
an Event of Defauh which is continuing and only by written 
instrument given in accordance with Section 13 hereof (i) cause 
the Auomey, or its nominee to be registered as holder of the 
Hypothccnted Propeny, (ii) exercise all rights in res~t of the 
Hypothecated Propeny, including :my right or conversion. any 
right of redemption or any right to vote as a holder of the 
Hyporhecated Property at any meeting or in writing (and the 
Attorney is hereby authorized lo give or grant to such Person or 
Persons as it may deem best tnc power to vote upon the 
Hypothecated Propeny). (iii) collect or see to the payment of any 
interest or dividends thereon, or other amounts payable on or in 
respect of the Hypotheca.ted Property, (iv) preserve rights against 
any olher Persons or keep the Hypothecated Property identifiable 
or protect the Hypothecaled Property or take measures or institute 
action to interrupt prescription and (v) exercise any right of 
subscription, any options, warrants or other rights which the 
holder of any Hypothecated Property may have, and any advance 
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made or money expended for such purpose shall be addod lo and 
included in the Obligations Secured. 

7.4 For greeter certainty, for so long as no Event of Default shall 
have occum:d and be continuing, the Grantor shall be entitJed to 
vote the Securities fonnin&: part of the Hypotheca.ted Property 
and receive cash dividends and other distribulions with respect 
ttlercto. In no event shall the Attorney be entitled Lo vote the 
Securities forming part or the Hypothecated Property or receive 
cash dividends or other distribution s with respect therelO unless 
or unril an Event of Default !!hall have occurTed and be 
continuing and the Auomey shall have given written notice to the 
Grantor and the Company of the exercise of lrs rights pursuant to 
Section 7.3 hereof. 

7.5 After the occurrence and during the continuance or an Event of 
Default: (i) all rights of the Orantor to exercise the voting rights 
which ii would otherwise be entitled to exercise pursuant to 
Section 7.4 and to receive the dlviden<ls which it would ocherwise 
be authorized to receive and retain pursuant to Section 7.4 shall 
cease, and all such righcs shall , only upon prior wri1ten notice by 
the Attorney to the Gran1or, become vested in the Allomey who 
shall thereupon have 1he sole right to exercise such voting rights 
and die sole right 10 receive and hold as Hypothecated Property 
such dividends (and to the extent permissible, apply them to 
payment of the Obligations Secured); (ii) all dividends which arc 
received by the Orantor contrary 10 the provisions of paragraph 
(i) of thJs Section 7.5 shall be received in trust for lhe benefit of 
the Attorney, shall be segregated from the other propeny or funds 
of the Granter and shall be fonhwith delivered to the Attorney as 
Hypothccatcd Property in the same ronn as so received (wilh any 
necessary endorsement). 

7.6 The Granter agrees that the Attorney or its agent, may do such 
acts and things, or refrain from doing such acts and things, as the 
Attorney or its agent , al ils sole discretion. deems approprialc for 
the exerc ise of the ri

0

ghts of the Attorney and the realization and 
enrorccmcr.t of the Hypothec and pledge constituted hereby. 

7.7 The Granter hereby authorizes the Attorney and irrevocably 
constitutcs the Actomey or any mSJlager or other officer of the 
Allomey, its agent, with the power of substitution, in order to 
perfonn any act, lo sign any documcnc in the name of and on 
behalf of the Grancor including any transfer, negotiation or 
endorsement of the Hypothecated Property. and to fil l in all 
blanks in any transfers of the Hypothccated Property or powers of 
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attorney or orhc:r documenlS delivered to the: Attorney in each 
case w!lidt may be necessary or useful to the CAen::ise of the 
righ ts conferred on the Attorney pursuant to this Deed The 
Altomey may delegate ils powers and any delegate may sub
dclegate the same and any powers hereby given may be exercised 
in the name of and on behalf of liquidators or administrators of 
the Grantor. 

7.8 The exercise by the Attorney of any of its rights shall not prevent 
it from e:icc:rcising any other rights ii may have arising from the 
Subscription Agrc:cment, the Debentures or 1his Deed or by law; 
the righlS of 1hc: Allomey are cumulative and na< alternative. The 
Attorney may waive any provision hereof or any default, 
however !he non-exercise by the Attorney of any of its rights or 
any such waiver shall not constitute a renunciation of the exercise 
thereafter of such right or a renunciation of any other provision or 
of lilly O<hcr default. The Attorney may eJlen:ise the rights 
:irising from this Deed without having eitercised its rights against 
any other Person liable for the payment of the Obligations 
Secured, or any of them, and without having realized any olhcr 
security securing the Obligations Secured. 

7.9 Th~ Attorney is· only required to exercise reasonable prudence 
and diligence in the ell.erci.sc of its rights or the fulfilment of its 
obligation and, in any event. the Attorney Is only respoitsible for 
its intentional or gross negligence. The Grancor shall indel'IUlify 
the Attorney for any IOSSC$ or expenses incuncd by the Attorney, 
or dllmages claimed against the: Attorney, for which the Attorney 
is no1 so responsible. 

7.H> The Grantor hereby acknowledges and agrees that the Auomey 
may accept deliver; of &11d thcreaher retain posses$ian of and 
continue to hold any and all the Hypothecated Property, which 
:ire or may become pledged hereunder and delivered pursuant 
hereto subject to, and under the terms, of this Deed and the 
Subscription Agreement. 

7.11 The Attorney shall be at liberty 10 appoint nny Person or Pc:rsons 
for the purpose of eitercising its rig.'irs, actions or the 

·performance of any covenant resulting from this Deed or law; in 
such case, Lhe Auomey shall supply such penon with any 
information relating to the Grantor or the Hypot:hecated Propeny. 

7.12 In connection witb nny Hypothecated Property. the Attorney is 
hereby authorized 10 sign on behalf of and as. agent for the 
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Granier such income tax ownership certificates as m11.y be 
~uired. 

PROVISIONS APPLICABLE TO A CLAIM OR CLAIMS1 

FRUITS AND REVENUES AND REDEMPTION 
PROCEEDS 

In addition to the ottter provisions of chis Deed, the following 
provisions shall apply in respect of claims fonning pan of the 
Hypolhecated Property, fruits and revenues of any Hypotheca1ed. 
Property and the redemption proceeds of any the Hypothecaled 
Propeny redeemed for cash: 

8.1.1 lhe :Attorney shall, following an Event of Default 
hereunder which is continuing and following the 
exercise by the Attorney of its rights pursuant co 
Section 7.3. have the right to collect (i) the fruir& and 
revenues of 1he Hypothecated Property, including any 
cash proceeds of redemption of the Hypothccated 
Property, and (ii) the capital falling due of, and any 
revenues of, any claim; 

8.1.2 all fruits and revenues of lhe Hypolhecaicd Propeny, all 
proceeds of redemption of Hypothecated Property and 
all capital and revenues of claims received by the 
Orantor, following an Event of Default hereunder whictl 
is continuing and following the exercise by the Attorney 
of its rights pursuant to Section 7.3, shall be held by lhe 
Orarrtor in trust for and on behalf of and as agent for the 
Altorney and the Gr:intor shall immediately deliver over 
the same to the Attorney; 

8.1.3 the Attorney shall have no obligation lo exercise any 
rights in respec1 of any Hypolhccatcd Property, or or any 
fruits or revenues thereof or of any claims, nor lo 
enforce or to see to payment of the same, whctfler by 
legal action or otherwise. The Attorney may give 
acquittances tor any sums it collects and may, but shall 
not be obligated «>. realize any or the fruits and 
revenues, proceeds of redemption or claims, gram 
eittensions, gran1 releases, accept compositions, 
renounce and generally deal with the fiuits and 
revenues, proceeds of redemption or claims, ilild any 
guarantees or securi1y therefor, and take any action to 
pri:serve, protect or secure such fruits and revenues, 
proceeds of redemption or claims, at such time and in 
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such manner as ii deems advisable at its sole discretion, 
wlthour notice to or the consent of the Gnmtor, and 
without incurring :my liability therefor and without any 
obligation 10 render any account in respect thereof or in 
respect of moneys collected, other than to remit to the 
Orantor any amounts collected over and above the 
Obligations Secured; 

8.1.4 any amounts colli:ctcd or received by the Grantor, or by 
the Attorney in accordance with Section 8.1.l or 8.L2, 
shall form part of lhe Hypochecated Property and be 
subject to the Hypothec and pledge granted herein; and 

8.1.S the Gnintor waives any obligation the Attorney may 
have to inform the Granter of any irregularity in the 
payment of any sums exigible on any claims or rights. 

DEFAULTS AND RECOURSES 

The Grantor agrees that with respei;t ta any sale or other 
disposition by 1he Atromey of any of Lhc H ypothecated Propeny 
in the exercise of its rights, ii will be commercially rea.scnable 10 

sell i;uch Hypothecated Property: 

9.1.1 lOgelhcr or separately; 

9.1.2 by auction or by cal! for 1enders by advertising such sale 
or call for tenders once in a local daily newspaper at 
least seven (7) days prior to such .sale or close of call for 
tenders; and 

9.1.J by sale by agreement aflcr receipt by the Attorney of 
any offer from prospeclive purchasers that is 
commercially reasonable, who may include persons 
rel:ued to or affilinted wilh the Granter or other 
custo mers of the Attorney or by sale on a recognized 
stack excha.agc or o<her public marlcet or excharige. 

Any such sale may be on such lenns as to credit or 
O(herwise llll<i as to upset price or reserve bid or price as 
the Attorney at its sole disc~tion may deem 
advantageous, and the Granter agrees that the price 
received at any such sale shall constitute a 
commercially reasonable price. 
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The foregoing shall not preclude the Attorney from 
agreeing to or making any sale In any other manner not 
prohibited by !aw nor shall it be interpreLCd to mean that 
only a sale made in conformity with the foregoing is 
commercially reasonable or thal only the price received 
at a sale made in conformity with the foregoing shall 
constitute a commercially reasonable price. 

9.2 The Altomey may appoint an a~nl or a receiver and manager 
(collectively a -Receiver") over all or any ponion of the 
Hypothecated Property by written instrument in accoroaJJce with 
Section 9.3 or may apply to a court for the appointment of a 
Receiver to take possession of all or such part of the 
Hypothecated Property as the Attorney shall designate, with such 
duties, powers and obligations as the court maklng tbe 
appointment shall confer, and the Orantor hereby irrevocably 

. consents to the appointmenc of such Receiver. 

9.J The Attorney may with or whhout taJdng possession, appoint a 
Receiver of all or any part of the Hypothecated Property and may 
from time to time by similar instrument remove any Receiver and 
appoint another in its place and upon Che appoinlmcnt of any such 
Receiver or Receivers from time to time the following provisions 
shall apply: 

9.3.1 every such Receiver shall be vested with all of the 
rights, pow~rs, remedies and discretions of the Attorney 
set forth in Section 9 above, inclusively, including, 
without limitation, the power 10 sell, for cash or crediC or 
part ca.sh and pan credit, all or aqy part or the 
Hypolhecated Property, wherhcr by public auction or by 
privale sale in such manner and on such terms as it may 
de1ermine in its absolute discretion acring reasonably 
and 10 do all acts, cxen::isc all discretions and make all 
decenninations of the Attorney dcacribed therein; 

9.3.:i the Attorney may from time to time fix the remunezation 
of every such Receiver who shall be entitled to deduct 
the same out of the receipts derived from or comprising 
part of the Hypothccated Property or the proceeds 
thereof; 

9.3.3 every such Receiver shall be deemed to be an agent of 
the Grantor and not of the Anomey for the purposes of 
cscablishing liability for all of the acts or omissions of 
the Receiver while acting as such and the Attorney shal l 
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not be in any way responsible for any acrs or omissions 
on the part of any such Receiver, its officctS, employees 
and agents. the Grantor hereby irrevocably authorizing 
the Attorney to give jnstructions to the Receiver relating 
to the performance of ils powers and discretion as set 
Qut herein; 

9.3.4 the appointment of every such Receiver by the Attorney 
or anything which may be done by any such Receiver or 
lhe removal of any such Receiver or the termination of 
any such receivership shall not have the effect of 
constituting the A1tomey a mortgagee in possession in 
respect of Che Hypothecated Property or any part 
!hereof; 

9.J.S no such Receiver shall be liable to the Otantor ro 
account for moneys orhcr than moneys actually rc<:cived 
by such Receiver in respect or the Hypothecated 
Property and every such Receiver shall apply such 
moneys so received in the manner provided in Section 
11. 7 hereof; and · 

9.3.6 the Attorney may al any time and from time ro rime 
terminate any such receivership by notice in writing 
executed by the Attorney to any such Receiver. 

10. EVENTS OF DEFAULT 

10.1 The Grantor shall be in default hereunder and the security hereby 
constituted shall become C'nforeeahlc, upon the occurrence, 
wi1hout notice or other formality, of any one of the following 
evenls (each an "Event of Default"): 

10.1.1 ir the Orantor defaults in the payment when due of any 
of the Obligations Secured~ or 

10.1.2 if the Granter defaults in pcrfonnancc of any covenant 
or condition of this Deed and the default continues 
beyond any applicable gr.ice period; or 

10.1.J if an Event of Default. as defined in the Subscription 
Agreement, has occuned and is continuing. 
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J 1. ATTORNEY'S RIGHTS IN CASE OF DEFAULT 

11.1 In the even! that lhe security hereby consti cuted shall have 
become enforceable, !he Attorney shall , upon receipt of a 
Debcntureholden' Instrument, by notice in wri ling 10 the Grantor, 
demand paymcnl of the moneys secured hereby or owing by 1he 
Grantor hereunder and the same shall farthwilh be and become 
inuncdiately due and payable by die Granter to the Attorney and 
the Grantor shall forthwith pay to the Attorney fo r the bcnefK of 
the Debentureholder all such principal. interest and other moneys. 
Any such paymenl then made by the Gramor shall be deemed to 
hllve been made in discharge of its obligations hereunder or under 
1he Debenturl!'.S, and any money so received by the Attorney shall 
be applied in the same manner as if they were proceeds of 
reaJization of the Hypothecated Property. 

11.2 ln the event that the security hereby constituted shall have 
become enforceable a:id the Grantor shall have failed to pay the 
Attorney. on demand, the: principal of and incercst on all amounts 
secured hereby or owing by the Grantor hereunder, the Attorney 
may. up<m rcceipc of a Debentureholder's Instrument. proceed lo 
realize the: security created by !his Deed and to exc:n::ise any right, 
recourse or remedy of the Anorncy and of the Debcntureholdcr 
under Chi$ Deed OI' provided for by Jaw, including without 
limitation any of the hypo!hccary eights and recourses provided 
for under the Civil Code of Quib~~ a nd all rights and remedies of 
a secured creditor. under or u contemplated in the Per.ro11al 
Properry Security Act (Nova Scotia). 

11.3 No Debentureholder shall have any right 10 institute any action or 
proceeding or to exercise any other remedy authorized by this 
Deed. by law or by equity for the purpose of enforcing or 
realizina any sec1.1rity, or by reason of jeopardy of security, or for 
the execution of any power hereunder Other than in accordanc11 
wilh the terms hereof, unless a Debentureholder's Inswment 
shall have been tendered to the Attorr.ey and the Attorney shall 
have failed to act within a reasooable time thereafler. In such 
c~e. but not otherwise, any Debenturc:holder acling on behlllf o! 
itself and all other Deben1ureholdc:rs (if more thac one) shall be 
entitled to take proceedings such as the Attorney might have 
taken pursuant to tile Debentureholder's lnsuument, for the equaJ 
benefit of all Debenture holders (if more than one). 

11.4 After the occurrence of an Event of Default, whichever 
hypothecary rights or recourses the Attorney may decide to 
exercise or whichever other rights or recourses Che Attorney may 
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wish 10 exercise in law or in equity. in addition to any rights 
provided by law, the following provisions shall apply: 

11.4.1 the Attorney shall exercise its rights in good faith ir. 
order that. following the exercise thereof. the 
Obligations Securc<I by the Hypothec may be reduced, 
in a reasonable manner, taking inio account aJI 
circumstances; and 

11.4.2 the Attomey may. directly or indirectly, purchase or 
acquire any of the Hypotheca[ed Property. 

11.5 If the Attorney elects to exercise its hypothccary recourse or 
taking in payment the Hypothecared Property and the Granior 
requires. in accordance with the applicable provisions of !he Civil 
Code of Quebec, instead that the Attorney sell ilSelf or under 
judicial authority the Hypothecated Property on which such right 
is eKercised, the Gramor hereby acknowledges lhat the Attorney 
shall not be bound to abandon ils recourse of taking in payment 
unless, prior to the expiry of the time period allotted for 
.surrender, the Attorney (i) has bee.ct gronted a security which it 
considers salisfactory. guaranieeing rhat said Hypothecated 
Property will be sold at a surficiently high price to enable all 
moneys secured heteundcr to be paid in full, (ii) has been 
reimbursed of all costs and expenses incurred, including all fees 
of consultants and legal counsel in connection with this Hypothec 
and the indebtedness secured hereby, and (iii) has been advanced 
the necessary sums for the sale of said Hypotllecaled Property; 
the Gr:intor funhcr acknowledges that the Attorney shall have lhc 
right to choose the type of sale il may carry out. 

l 1.6 Where several creditors are involved, the panics hereto waive the 
applicalion of articles 1332 10 1338 inclusively of the Civil Code 
of Qulbe<". 

11.7 The moneys and olher proceeds arising from any sale or 
realization of the whole or any part or the Hypothecated Propeny, 
whether under any sale by the Attorney or by judicial process or 
otherwise, together with any other moneys or other proceeds then 

· in the hands of the Attorney and available for such purpose, shall 
be applied to the payment of the Debentures and other moneys 
owing 10 the Attorney and the Debenturenoldcr. 



r 

I. 

[ 
[" 
l . 

L 
L 
l: 

1 .. : 

- 20 -

12. GENERALPROVlSIONS 

l:Z.l Acceptance by Attorney - The Attorney hereby accepts this 
Deed and agrees 10 take, receive and hold the righll, hypothecs, 
mo1tgages, charges, transfers, assignments, security interests and 
pledge created hereby and to exercise any and all duties conferred 
upon it hen:under upon the terms and eondilions set forth in the 
Principal Deed, as supplemented and amended by the 
Supplemental Deed, 11.nd as same may be further supplemented or 
amended. 

12.2 Addit.ional Securtty - The Hypothec is hereby created in 
addit ion lo and not in substitution of or in replacement for any 
other security held or which may hereafter be held by the 
Attorney and does not affect the Attorney's rights of 
compensation end set-off. 

12.J Investments - The Attorney may, upon the written direction of 
the Grantor, invest any mo11ies or instruments r~vcd or held by 
ic in pursuance of this Deed or, if no such investment direction is 
received, deposil lhem in a non-interest beating account at a 
Canadian chartered b:lnk (including an affiliate of the Attorney) 
and the Attorney may receive: a fee from such bank for depositing 
such monies, wi1hou1 having co comply with any legal provisions 
concerning tile investment of property of others. Any invesancnl 
dircclion shall be in writing and shall be received by the Attorney 
by J 1:00 a.m. (T01"9llto c:me) on the busiaess day on whid! such 
investment is to be made. If such direction is received after 
11:00 a.m. (Toronto time) or on a day that is not a business day, 
ic will be deemed to have been received prior lo 11 :00 a.rn. 
(foronto time) on the next busine:ss day. 

12.4 Compensalion - Provided the Obligations Secured hereby a.re 
due and exigible or the Attorney is entitled to declare them owing 
and exigible. the Attorney may compensate and set-off these 
obligations with any and a.II amounl$ due to it, in its capacity as 
/ondl de pouvoir for the Debcnturcholder, by the Grantor, on any 
account whatwcver, whether such anwunt be cxiglble or not, and 
the Attorney shall then be deemed to have exercised such right to 
compensate and set-off as ar the time the decision was taken by ii 
even though the: appropriate entries have not ye1 been made in its 
records. 

12.S Imputation or Payments - The Attorney may, al its entire 
discretion. impute and apply any amounts collected in the 
exercise of il5 rights or received by it prior lo or 1f1er any Event 
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of Default in any manner as it may choose, without having to 
comply wirh legal provisions concerning tl\c imputation of 
payments. The AUomcy may also. at its entire discretion, hold 
such amounts a.s Hypothecated Property or choose not to impute 
them and keep them in a collateral account until such time as any 
contingent obligation to pay prior claims has ceased to exi.st. 

12.6 DeJays- The Artomey may grant delays, take or abandon any 
security, make compromises, p-anl quittances and releases and 
generally deal, at its entire discretion, with llllY matters relaced to 
the Hypothecatcd Property, the whole without limiting the rights 
of 1bc Attorney and without limiting the liability of the Grancor. 

12.7 Continuing Securfty • This Deed shall not be considered as 
satisfied or discharged by any intennediatc payment (as disrinc1 
from a final payment) of the whole or part of the Obligations 
Secured but shall constitute and be a continuing security for a 
cuJTent or running account and shall be in addition to and nor in 
substitution for any other security now or hereafter held by or for 
the benefit of the Debenrureholders. 

12.8 Dischargit - If the Grantor pays to the Artomey the Ob[igations 
Secured or if the Obligations Secured are orherwisc indefeasibly 
paid in full in cash and the Grantor otherwise observes and 
performs lhe 1emu and condirions hereof, then &he Atlomey shall, 
at the request and at the expense of the Orantor, promptly cancel 
and discharge the.mortgages, hypotbecs and charges of this Deed 
and Cll~l.lte arid deliver to the Grantor such deeds and other 
insrruments as shall be requisite therefor. 

12.9 Notice or Deraull - The mc:re !apse of rime provided for the 
Grantor 10 perfonn its obligations or the am val of lhe ccnn sba.ll 
automatically create a derault, without any obligation for the 
Anomey to serve any notice or prior notice to the Grantor. 

12.10 Cumulative RJghts • The exercise by lhe Attorney of any of its 
rights shall not preclude it from exercising any other right under 
this Deed or at law; the righcs of the Attorney shall be cumulative 
and not alcemative. The r.on-exercise by the Attorney of one of 
its tights shall not constitute a waiver of any subsequent exercise 
of such right. The Attorney may exercise its rights under this 
Deed without any obligation lo exen:ise any right against any 
other Person liable for payment of the Obligations Secured 
hereunder and without having to realize any other security which 
secures such obligations. 
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12.l l frrevocable Mandate - The Granier hereby appoints the 
Attorney its irrevocable attorney and mandarary, with full powers 
of substitution, for lhc purpose of performing any and all acll and 
~ecuting any and all deeds, lransfer.;, assignments, proxies or 
01her documents which the Attorney may deem necessary or 
useful for the exercise of the rights of the Attorney or which the 
Granier neglects or refuses co e:\ecute or to carry out. 

12.12 Grantor lo Execute Confirmatory Deeds - In case of any sale 
under 1hc provisions of this Deed or al law, whether by the 
AClorney or undc: judicial proceedings, the Granror agrees that it 
will execute and deliver to the purchaser on demand any 
instrumertt reasonably necessary to confirm to the purchaser the 
lltle of the property so sold and, In case of any such sale, the 
Attorney is hereby irrevocabiy authorized by the Granter to 
ei1.ecuu: on ils behalf and in its name any such confirmatory 
inst rument. 

12.13 Performance - In the even! lhe Gran1or falls to obsetvc or 
perform any of lls obligations or undcnaking.s under this Deed. 
the Attorney may, but shall not be obli gated to, pcrfonn the same 
and any fee, costs or expenses Incurred in so doing shall be 
forthwith due and payable by the Granter lo the Atromey, with 
inren::st at the rate of 25% per annum calculated and compounded 
semi-annually, and payment or the same shall be secured by the 
Hypothec and pledge created hereunder. 

12.14 Delegaljou - The ·Attorney may, at its entire discl'Ction, appoint 
any Person or Persons for the purpose of eitercising any of its 
rights or actions or for the performance of any of its obligallons 
under or resulting from this Deed at law or in equity: in such 
c:ase, the Attomey :nay provide such Person with any information 
relating to the Grantor or the Hypot.hccsted Propeny. 

12.IS No Postponement - Neither the Granter nor the Attorney have 
agreed to postpone the term for auschmc:nc or the chargc.i, pledge 
and security interest created by this Deed. 

(2.16 Liability - The Attorney shall nol be liable for material injuries 
o~ damages resulting from its faul1, unless such faolt is gross or 
wilful. 

12..17 Succe5$0rs - The rights hereby conferred upon the Attorney shall 
benefil all its successors, including any cnlity resulting from the 
merger of the Atromey with any other Penon or Persons, without 
the exC(:ution or filing of any instrumcni.s or any funher act on 
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the part of any of the parties hereto, anything herein to che 
contrary notwithstanding.. 

12.18 Severance - In Che event that any provision of this Deed is 
declered null and void or is deemed noc to have been written, the 
other provisions of 1his Deed sh.all be severable from such 
provision and shall continue to have full force and effect. 

12.19 Fonnal Dale - This Deed sltall bear formal daee of the twelflh 
day of December, two thousand (December 12, 2000) 
no1withstanding lhe actual date of execulion thereof. 

13. NOTICES 

13.I Notice to lhe Grantor 

Any notice or demand to the Gran«>r required or pc:nniued to be 
given or made hereunder shall be given or made in :K:cordance 
with the tenns of the Debentures. 

1.l2 Notice 10 the Auomey 

13.J 

Any notice to the A1torncy under lhe provisions hereof shall be 
valid and effective if delivered by hand to an officer of the 
Attorney 11 the Auomey's office in Toronto al l First Canadian 
Place, Suite 5!04, JOO King Street Weit, Province of Ontario, 
M5X l Al, or if sere! by 1elei:opier addressed lo the said addn:.ss 
to the attention of: Se11ior Trust Officer (telecopier number (416) 
867-6264). Any such notice, if sent by telecopier, shall be 
deemed 10 have been received on the Banking Day following the 
sending or, if delivered by hand, shall be deemed to have been 
received at the 1ime that such notice is delivered to the add~ss 
indica1ed above or to a senior employee of the addressee at such 
address with the responsibility for matters to which the 
information relates. Notices of change of addr~s shall also be 
govemed by this Section 13.2. 

Notice to Debentureholder 

Any notice to the Debentureholder under the provisions hereof 
shall be valid and effective if given in accordance with the terms 
of the Debentures. 
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14. DESCRIPTION Of SPECIFIED SHARES 

1,000.001 common shares in 1hc capi~al stock of 
JTI-MACDONALD TM CORP. represented by 
Certificate No. 4. 

15. GOVERNING LAW 

This Deed shall be ioverned by and construed in a<:cordance with 
the laws of the Provir.cc of Quebec and the laws of Canada applicable 
lherein. 

16. ENGLISH LANGUAGE 

The parties hereby confinn their express wish 1ha1 lhe present 
Deed and all documents and agreements directly and indirectly related 
thereto be drawn up in English . Notwithstanding such ell:press wish. the 
parties agree that any of such documents and agreements or any part 
thereof or of this Deed may be drawn up in French. 

Les parties reconnaisscnt leur volonce ex~ que le present 
acte ainsi quc tous Jes documents et conventions qui s'y rattachenr 
directcmcnt OU indirectemenl soient rediges en (angue anglaise. 
Nonobstant lellc vol()ntl! expresse. Jes parties convJcnnem que n'impone 
quel desdits documents cl conventions ou route partie de ccux-ci oo de 
cet acte puisscnl et re rediges en fran~ais. 

WHEREOF ACTE: 

DONE AND PASSED in the City of Montreal, Province of Quebec, on 
the date hereinabove set fonh. under the number Four:- thousand one 
hundred and sixr.y-nine (41.69) ------------
of the original of the minutes of lhe under-signed notary. 
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AND after the panies had d«larcd co have taken cognizance of thc$e 
presents and to have: c1cmpted the said Notary from reading them or 
causing them to be read. the said duly authorized officers of the Gramer 
and 1he Attorney respectively have signed these presents, all in the 
presence of Che said Notary who has also signed. 

THE TRUST COMPANY OF BANK OF 
MONTREAL 

Per: 

JTJ-MACDONALD CORP. 

Per: 

Vice President. Finance and Chief 
Financial Officer 

CHARLOTIE PlNSONNAULT. NOTARY 

\ ~ . - • . ..... ... ~~ 't-
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December 12'h, 2000 

DEED Of MOVEABLE HYPOTHEC AND 
PLEDGE Of SHARES ($2 Billion) 

BY 

JTl-MACOONALD CORP. 

IN FAVOUR OF 

TllE TRUST COM!" ANY OF BANK OF 
MONTRl':AI. 

2·~ copy 
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Public au rcgis!rc des droils personnels cl r~ls 
mohilicrsl Registered in the register of personal 
and moveable rights 

Le/on December 13'\ 2000 

Sous le numcro/ 
Under the number 00-0381720-0001 
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Public au registre des droits personnels et reels 
mobiliers/Registered on the register of personal 
and mov~blc real rights 

Le/on December 13•h 2000 

Sous le numcro/ 
Under the number 00-0381720-0tlOl 
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DEED OF CONFIRMATION 

0 :-.1 THE founeenth (14th) day of \1ay, TWO THOUSAND AND 
FIFTEEN (20 l 5) 

B E F 0 R E Mtre Williiun Dion-Bernard, the undersigned notary for the 
Province of Quebec, practising in the City of Montreal 

APPEARED: 

AND: 

BNY TRUST COMPANY OF CANADA, a trust 
company having an establishmem at 320 Bay Str.::et, 
11"' Floor, in the City of Toronto, Province of 
Ontario, M5H 4A6, herein acting and rcpresemed 
by Marcia Redway, its Authorized Officer, duly 
authorized pursuant to its by-laws. 

JTI-MACDONALD CORP., a corporation having 
its registered office at 1601-1 Robert Speck 
Parkway, Mississauga, Ontario, L42 0A2, herein 
acting and represented by Michel A. Poirier, its 
Chairman, President & C.E.O., and Robert 
McMaster, its Treasurer, duly authorized by a 
resolution of its Board of Directors passed on the 
fourteenth (14~ day of May, two thousand and 
fifteen (2015), a copy of which is annexed hereto 
after having been acknowledged true and signed for 
the purpose of identification by the said 
representative in the presence of the undersigned 
notary. 

WHICH PARTIES DECLARED AS FOLLOWS: 

(a) JT Nova Scotia Corporation (the "Predecessor Corporation") and 
JTI-Macdonald TM Corp. (the "Debentureholder") entered into a 
Convertible Debenture Subscription Agreement dittetl 
November 23, 1999, providing for the subscriptiOJ1 by the 
Debentureholder and the issue by the Predecessor Corporation, of 
convertible debentures (the " 1999 Subscriptiou Agreement"), and 
the Predecessor Corporation issued to the Debentureholder ten ( l 0) 
convertible debentures Nos. l to 10, all dated November 23, 1999 
(collectively, as amended from time to lime, the "Debentures"); 

(b) The Debentures were secured, inter alia, pursuant to a Deed of 
Hypothec dated November 23, 1999, entered inio between the 
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Predecessor Corporatiun and The Trust Company of Bank of 
Montreal (the "Initial Attorney") before Notary Catherine Bolduc, 
under her minute 212 (the "Principal Deed"); 

(c) On November 27, 1999 the Predecessor Corporation amalgama~ed 
\\'ith RJR-Mucdonald Corp. :.im!t:r the Companies Act (!\ova 
Scotia), and the Grantor, being the e:atity continuing from sach 
amalgamatio:t, expressly assumed, among other things, all 
indebtedness, liabilities mid other obligations of the Predecessor 
Corporation under and ~ursuant to the Debentures and the 1999 
Subscription Ag:-eement; 

(d) In connection with the aforesaid amalgamation, the Grantor 
entered into a Supplemental Deed of Hypothec dated December 2, 
1999, signed before Notary Marjoiainc Arcs, under her minute 
number 196 (the "Supplemental Deed"); 

(e) On March 24, 2004, the Initial Attorney assigned all of rights and 
obligations as fonde di: pouvuir under the Initial Deed and the 
St:pplemental Deed to the Attorney party hereto; and 

(f) The Grantor and die Attorney wish to confirm their intentions 
respecting the continuing validity and enforceability of the security 
created under the Principal Deed and the Supplemental Deed and, 
to the extent necessary, re-hypothecate the collateral hypothecated 
thereunder, to secure the Obligations Sec:.ired thereby; 

NOW, THEREFORE, THE PARTIES HERETO HAVE AGREED 
AS FOLLOWS: 

1. INTERPRETATION 

1.1 All cnpitali:£t:d terms used and not otherwise defined in this Deed 
of Confinnation shall have the meaning ascribed thereto in tl:e 
Principal Deed, except to the extent otherwise provided herein er 
unless there is something in the context inconsistent therewith. 

1.2 The following terms used in this Deed cf Confirmation shall, 
unless there is something in tlle context inconsistent therewith, 
have the following meanings: 

1.2.l "Attorney" means BNY TRUST COMPANY OF 
CA.~ADA, acting as the current/onde de pouvoir under the 
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Principal Deed, and its succe;;ssors and u:.signs m the 
powers and duties created under the Principal Deed; 

1.2.2 "Grantor" means JTI-MACDONALD CORP., a 
corporation continued and now existing pursuant to the 
Canada B!ISiness Corporation Act and its successors and 
assigns, including any corporalion resulting from its 
amalgamation \'<ith any other person(s); 

1.2.3 "Hypothecs" shall have the meanin~ ascribed to such ter:n 
ir. Section 2 hereof. 

l.3 This Deed of Confirmation is supplementary to the Principal Deed 
and the Si.;pplemental Deed and this Deed of Confirmation shall 
henceforth be;; read together with the Principal Deed and the 
Scpplemental Deed and shall have effect so far as praclicable as 
though al l Lie provisions of the Principal Deed, the Supplcmen'.al 
Deed and the Deed of Confirmation were contained i.r. one 
instrument. 

l.4 This Deed of Confirmation is executed under express reserve of 
the hypothecs, security interests and assigrunents granted and of a ll 
other rights subsisting in favour of the Attorney W1dcr the Principa: 
Deed and under the Supplemental Deed, without novation of any 
kind or derogation from the provisions thereof or ihe rank or 
priority thereof. 

2. CONFIR.i'11NG PROVISIONS 

Each of the Grantor and the Attorney hereoy expressly (i) acknowledges 
and confinns all the hypothecs and assignments in fovour of the J\ttor:iey 
; reated in the Principal Deed and in tr.e Supplementa l Deed (collectively, 
the "Hypothccs"), in respect of all collateral charged lhen:by, the whole 
consistent with thei~ intentions us reflected by their past dealings in 
connection with the Debentures and as required under the 1999 
Subscription Agreement; and (ii) acknowledges and confirms that all sl.:cn 
hypothecs and assignments arc in full force and effect and sha:l remain as 
such until the execution of a final release and clischarge by the Attorney, in 
accordance v.ith Section 9.5 (Continuing Security) of the Supplemen:a! 
Deeri; and (ii i) to the extent permitted by law, wa[ve:;, n:nounces to and 
excludes and refuses any cause of extinction that may have bee::i. o:- be 
a;Jplicable thereto, in whole or in part, by effect of law or otherwise 
including, without limitatior., pursuant to Sections 2795 and following of 
the Civil code of Que~. 
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3. ADDITIONAL HYPOTHECATION 

Furfr.ermore, and for greater certainty and wi!hout any derogation from er 
exception to the HypoL"!ecs and under express reserve thereof, to secure 
the cue payment and perfonnance of the Obligations Secured (a;; defined 
in the Principal Deed), the Grentor hereby expressly re-hypothecates i:i 
favour of the Attorney, for a prin::ipal amotmt of TWO B!LLION 
Canadian Dollt1rs (CA$2,000,000,000) and for an additionul principal 
amount of TWO HUNDRED ANO FORTY MILLION Canadian Doilars 
(CA$240,000,000), in both cases plus interest thereon from the date hereof 
at the rate of twenty-five percent (25%) per annum calculated semi
annually and not in advance, the universality of all of its present and future 
property, asse:s and rights, movable and immovable, corporeal and 
incorporeal, tangible and in:aagible, of any nature whatsoever and 
wherescever situated, including, without limitation, any and all specific 
p::operty ass1:ts a:ac! right:; des~ribt:d in the Supplemental Deed as be::ig 
hypoiliecated the:eunder. 

4. GENERAL PROVISIONS 

4.1 Acceptance by Attorney - The Attorney hereby accepts this Deed 
of Confirmation and agrees :o take, receive and hold the rights and 
hypothecs created hereby and to exercise any and all pcwers and 
rights and to perform any and all duties conferred upon it 
hereUJJder upon the ~crms and conditions set forth herein. 

4.2 Additional Security - The hypothec g~anted in fais Deed of 
Confirmation is hereby created in addition to and not in 
substitution of or in replacement for any other security held or 
which may hereafter be heid by the Anomey and does not affec! 
the Attorney's rights of compe.:tsatior. and set-off 

4.3 Continuing Security - The hypothec granted in this Deed of 
Confirmation shz.Il be continuing security and shall remain in full 
force and effect despite the repayment from time to tir.1e of the 
whole or of any part of the obligations secured hereunder or i1s a 
result of receipt of any insurance indemnities aris!ng :fro:n the Joss 
or <lamage to any of the property charged hereunder; ir shall 
remain in full force until the cxcc<ition of a final release and 
riischarge by the Attorney, with the co:-isent of the Debentmeholder 
by Debentureholder's Instrument should any Dc::bemures tl:en be 
outstanding. 
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4.4 Severance - In the event that any provision of this Deed of 
Confirmation is <ieclared null and void or is deemed no! to have 
been written, the other provisions of th is Deed of Confirma!ion 
shall be severable from such provision and shall continue to have 
foll force and effect. 

5. GOVERNING LAW 

This Deed of Confirmation shall be governed by and constr..1ed in 
acc.ordance with the laws of the 'Province of Quebec and the laws of 
Canada applicable therein. 

6. ENGLJSH LANGUAGE 

The parties hereby confirm their express wish tha! the present 
Deed of Confirmation and 1111 doc!lffienls and agreements d irectly and 
indirectly related thereto be drav..n up in English. 

Les parties reconna/ssent l.tur volonte expresse que le present acte 
subsidiaire ainsi que 1ous les documents et conventions qui s'y ra1tachent 
directement OU ina'irectement soien/ rediges en {angue ang/aise. 

WHEREOF ACTE: 

DONE AND PASSED in the City of Toronto, Province of Ontario, on the 
date he;eir.above set forth, Wldcr :he number one t housand seven 
hundred and thirty-two (1732) 

· ">i· .:-.. '. 

of the original of rhe rrJ nutes of the ·unC.e'rsiVie'd ·notii'iy'. · 
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A ... "ND after the parties had declared having taken cogr.izance of t?i~se 
presbllts and litt.,.·ing exempted the said Notary from reading them or 
causing them to be read, the said duly authorized officers cf the Grantor 
a.,d the Attorney respectively have signed these presents, all in the 
presence of the said )Jotary who has also signed. 

BNY TRUST COMPANY OF CANADA 

per; 

JTl-MACDO~ALD CORP. 

per: 

per; ____ .. 

I "iYI •• .f1 ~· /) 
IJ/~ -~-1;.e,.-.,,,,"<Mv.L~ 

WILLIAM DIO'l-BERNARD, NOT.\RY [ 

A trus copy of the origin41 
hereof remainlng o-1' r~cur(~ 

in my office. .. -··· 

\;[·~ /~ ~ /,Lq;;;;; 
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IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED 
AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF JTI-MACDONALD CORP. 

Court File No.:  19-CV-615862-00CL

 ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 
Proceedings commenced at Toronto 

APPLICATION RECORD 
(Volume 3 of 4) 

Thornton Grout Finnigan LLP 
100 Wellington Street West 
Suite 3200 
TD West Tower, Toronto-Dominion Centre 
Toronto, ON   M5K 1K7 

Robert I. Thornton (LSO# 24266B) 
Email: rthornton@tgf.ca   
Leanne M. Williams (LSO# 41877E) 
Email: lwilliams@tgf.ca  
Rebecca L. Kennedy (LSO# 61146S) 
Email: rkennedy@tgf.ca   

Tel: 416-304-1616 
Fax: 416-304-1313 

Lawyers for the Applicant 

mailto:rthornton@tgf.ca
mailto:lwilliams@tgf.ca
mailto:rkennedy@tgf.ca
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