Court File No. CV-12-9545-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

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 VALLE FOAM INDUSTRIES (1995) INC,,
DOMFOAM INTERNATIONAL INC., AND
A-Z SPONGE & FOAM PRODUCTS LTD.

APPLICANTS

SUPPLEMENTAL REPORT TO THE
THIRD REPORT OF THE MONITOR
DATED MARCH 13, 2012



TABLE OF CONTENTS

INTRODUCTION 1o sessse s st sesessssee s seseseesseseesossesoes
THE SALES PROCESS vcrvvscosesrsrsssesssssesesssssssesssssessesessssosssssssss s ssses st s
VALLE FOAM OFFERS cvvseoserscrees e ses s ss s st oo sse s e tsss s oo s
DOMEOAM OFFERS wevereeeserseeseesees e ssenserssesss s seessses s ses et
A-Z FOAM OFFERS ... ietreearmtiereescssenesssessnesssessass s rensssessessnnsasossses sasassresnsnassatosssssosesssnassssssssessnss sossasansesse

MONITOR’S RECOMMENDATIONS .....covvvmeininisisessenimisninias teriartsir b r e st s e eR s AR AR TS

EXHIBITS

EXHIBIT A Summary of the Offers received
EXHIBIT B Accepted Offer — Valle Foam Industries (1995) Inc.
EXHIBIT C Accepted Gffer — Domfoam International Inc.

EXHIBIT D Accepted Offer — A-Z Sponge and Foam Products Limited



INTRODUCTION

This Supplemental Report 1o the Third Report Of The Monitor (the “Supplemental Report™) is
to be read in conjunction with the Third Report of Deloitte & Touche Inc., Court Appointed
Monitor (the “Monitor™) of Valle Foam Industries (1995) Inc. (*Valle Foam™), and its affiliates
Domfoam International Inc. (“Domfoam™) and A-Z Sponge & Foam Products Lid. (“A-Z
Foam™) (collectively, the “Applicants” or the "Companies”), dated March 13, 2012. This
Supplemental Report is being filed with the Court under seal at the Monitor’s request pending the
closing of the sale of the Companies’ assets pursuant to the various Asset Purchase Agreements

which are more fully described herein,

THE SALES PROCESS

[ O8]

By Order of the Court dated January 27, 2012 (the “Sale Process Order™), the Court authorized
and approved the process pursuant to which the Companies invited offers to purchase some or all

of the Companies’ assets (the “Sale Process™),

Following approval of the Sale Process pursuant to the Sale Process Order, the following steps

were taken by the Companies and/or the Monitor:

(a) an advertisement regarding the Sale Process was placed in the national edition of The

Globe and Mail newspaper on January 31, 2012;

(b) a marketing flyer (the “Flyer”) was prepared by the Companies with the assistance of the
Monitor identifying the opportunity (o purchase the Property;

(c) the Monitor’s Website was updated to include links to the Sale Process Order, a
description of the Sale Process, the Terms and Conditions of Sale approved pursuant to
the Sale Process Order, the template form of offer to be utilized by a prospective
purchaser, the Flyer and the form of confidentiality agreement required to be executed to

gain access to the data room described below;



(d) Management and the Monitor developed a list of potential purchasers for the Property
and the Monitor distributed a copy of the Flyer to all such parties. A total of forty-seven

(47) Flyers were distributed to potential purchasers;

(c) those parties that signed the confidentiality agreement posted on the Monitor’s Website
were provided access to the electronic data room maintained by the Monitor which
contains detailed information regarding the Companies’ assets and businesses to permit
interested parties to conduct their due diligence via secure web access. A total of sixteen

(16) potential purchasers signed the confidentiality agreement;

(0 the Monitor responded to questions regarding the Sale Process and to information
requests from interested parties. [t also assisted the Companies in coordinating site visits

to the Companies’ business premises: and
(2) the Monitor received and reviewed appraisals of the Companies’ equipment.
4, As at February 22, 2012, the deadline for submission of offers, a total of eight (8) offers were

received. Valle Foam received two (2) offers, Domfoam received two (2) offers and A-Z Foam

received four {4) offers. Attached hereto as Exhibit “A” is a summary of the offers received.

VALLE FOAM OFFERS

5 Of the two offers received by Valle Foam, the company, in consultation with the Monitor,

accepted the offer from Fybon Industries Limited (the “Fybon Offer”) for the following reasons:
(a) the Fybon Offer is significantly higher than the other offer received;

(b) the Fybon Offer will result in realizations greater than the liquidation value of Valle

Foam’s assets; and

() the Fybon Offer allows for the continuation of the business.

6. Valle Foam has accepted the Fybon Offer, subject to approval of the Court. A copy of the

accepted offer is attached hereto as Exhibit “B”



DOMFOAM OFFERS

Of the two offers received by Domfoam, the company, in consultation with the Monitor, accepted
the offer from 4037057 Canada Inc. (the “087 Offer™) for the following reasons:

(a) the 057 Offer was the highest of the two offers received;

)] the 057 Offer will result in realizations greater than the liquidation value of Domfoam’s

assets: and

{c) the 057 Offer allows for the continuation of the business.

Domfoam has accepted the 057 Offer, subject to approval of the Court. A copy of the accepted

offer is attached hereto as Exhibit “C”

A-Z FOAM OFFERS

10.

1.

Following a consultation with the Monitor, counsel for A-Z Foam advised each party which had
submitted an offer in respect of A-Z Foam’s assets to re-submit their offers with an improved

purchase price, provided that no other changes to such party’s initial offer would be permitted.
Revised offers were requested to be submitted by March 2, 2012.

Of the four offers received (only two of which submitted revised offers) by A-Z Foam, the
company, in consultation with the Monitor, accepted the offer from 0932916 BC Ltd. (the “916

Offer”) for the following reasons:
(a) of the four offers received, the 916 Offer was the highest;

{b) the 916 Offer will result in realizations greater than the liquidation value of A-Z Foam’s

assets; and

(c) the 916 Offer allows for the continuation of the business.

A-Z Foam has accepted the 916 Offer, subject to approval of the Court. A copy of the accepted
offer is attached hereto as Exhibit “D*”
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MONITOR'S RECOMMENDATIONS

13. The Moenitor recommends that the Court approve the Fybon Offer. the 037 Ofter and the 916

Offer aecepted by Valle Foam, Domfoam. wixl A-Z Foam. respeetively, for the following reasons:

() the Sale Process was in accordance with the Sale Process Order:
{h the Sale Process was fair and complete:
(<) the Fybon Offer, the 057 Offer and the 916 Olfer represent the highest and best ofters

received by the Companies: and

1 Fyvbon Industries Limited. 4037037 Canada [ne. and 0932916 BC Lid. have indicated that

they are capable of closing their respective vansactions before the end of March. 2012,

All of which is respectfully submitted at Toronto, Ontario this 13" day of March. 2012.

DELOITTE & TOUCHE INC.
in its capacity as the Monitor
of the Companies (as defined herein)

,__,__’—F.-,;’_/_;,—f'

Tobert B Bougie. CA-CIRP
Senior Vice-President
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Offeror
VALLE FOAM

1 Asset Services Inc,

2 Fyhon Industries Limited

DOMFOAM

1. 4037057 Canada Inc.

2. TBF Environmental
Technology & Leasing Inc.

[, TBF Environmental
Technology & Leasing Inc.

[

0932916 BC Ltd.

3. Starfoam Inc.

4. 0931334 BC Lid.

Summary of Offers Received

Amount of Offer

$783,000

$1,525,000

£3,602,975

$3,330,002

$55,009

$825,000

Initially $501,000,
then increased to
$655,000

$500,000

Conditions/Comments

Offer excludes A/R and Inventory
Offer less than forced liquidation value
No deposit received

Deposit of $152,000 received

Offer requires 20% commission on A/R
collections

Standard offer form not used

Closing date is 45 days after Court
Approval {or other agreed upon date)

Deposit of $360,000 received
Includes A/R, inventory and other assets
Offer is higher than forced liquidation value

No deposit received
Did not include letter from bank regarding
financing

Deposit of $15,008.88 received
Offer also includes the purchase of specific
assets of Domfoam

Deposit of $82,500 received

Includes A/R, inventory, equipment and
assumed contracts

Offer is higher than forced liquidation value

Deposit of $50,100 received
Did not include adjustment for increase in
inventory

Deposit of $50,000 received
Assumed minimum A/R of $750,000 and
minimum invenicry of $900,000
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ASSET PURCHASE AGREEMENT
THIS AGREEMENT made as of the 22" day of February, 2012.

BETWEEN:

FYBON INDUSTRIES LIMITED
In trust for a company to be incorporated
(the *“Purchaser™)

and

VALLE FOAM INDUSTRIES (1995) INC.
An Ontario corporation
(the “Vendor™)

A. The Vendor carries on the business of the manufacture of foam products under the name
Valle Foam industries (the “Business™).

B The Purchaser wishes to purchase, and the Vendor wishes to sell, substantially all of the
assets, property and undertaking of the Business on the terms and conditions herein contained.

C. The sale by the Vendor is subject to a court approval sale process under The Companies
Creditors Arrangement Act, R.S.C. 1985 whereby Deloitte & Touche Inc. has been appointed
monitor and any asset purchase agreement is subject to and requires the approval of the Court.

The Parties agree as follows:

ARTICLE 1
INTERPRETATION

1.1 Definitions

In this Agreement and in the schedules, the following terms and expressions will have the
following meanings:

(a) “Agreement” means this share purchase agreement and all instruments amending
it; “hereof”, “hereto” and “hereunder” and similar expressions mean and refer to
this Agreement and not tc any particular Article, Section, or other subdivision;
“Article”, “Section” or other subdivisions of this Agreement followed by a
number means and refers to the specified Article, Section or other subdivision of
this Agreement;



(0)

(c)

(d)

(e)

®

(2)

)

®

)
(k)
®
(m)

“Business” means the business carried on by the Vendor at the Closing Date
which primarily involves the manufacture of foam products and all operations
related thereto;

“Business Day” means any day other than a Saturday, a Sunday or a statutory
holiday in the Province of Ontario or any other day on which the principal
chartered banks located in the City of Toronto are not open for business during
normal banking hours;

“Closing” means the completion of the Transactions pursuant to this Agreement
at the Closing Time;

“Closing Date” means the later of 5 days after the approval of the court of this
Agreement or March 30, 2012 such other date as the Parties may agree upon,;

“Closing Time” means 10:00 a.m. in the City of Toronto on the Closing Date or
such other time on the Closing Date as the Parties may agree upon as the time at
which the Closing shall take place; ‘

“Conditions of Sale” means the relevant conditions set out in Schedule ‘D’ hereto
imposed on the sale of the Business by the court;

“Consent” means a license, permit, approval, consent, certificate, registration or
authorization (including, without limitation, those made or issued by a court;

“Contract” means any agreement, understanding, indenture, contract, lease, deed
of trust, license, option, instrument or other commitment, whether written of oral;

“Court” means the Ontario Court of Justice, Commercial List;
“Deposit™ has the meaning ascribed in Section 2.3;

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

“Excluded Assets” means:

(1) all cash on hand or in banks or other depositories held by or for the
account of the Vendor;

(i)  all income tax instalments paid by the Vendor and the right to receive any
refund of income taxes paid by the Vendor under the ITA, including the
right to claim scientific research and experimental development credits
under the ITA for expenses incured by the Business up to the Closing
Date; and

(i)  all corporate, financial, taxation and other records of the Vendor not
pertaining exclusively or primarily to the Business or Purchased Assets;



(n)
()

(p)
@

(r)
{s)

®

(w)

(iv)  inter-company icans and security relating thereto

“Finished Goods” shall be all inventory that is not raw materials or scrap that can
either be sold as is or converted by further processing into goods that may be sold.

“Interim Period” means the period from and including the date of this Agreement
to and including the Closing Date;

*“ITA” means the Income Tax Act (Canada);

“Law™ or “Laws” means all requirements imposed by statutes, regulations, rules,
ordinances, by-laws, decrees, codes, policies, judgments, orders, rulings,
decisions, approvals, notices, permits, guidelines or directives of any Regulatory
Authority;

“Leased Premises” means the premises leased or subleased by the Vendor at 4
West Drive, Brampton, Ontaric;

“Parties” means the Vendor, the Purchaser and any other person that may become
a party to this Agreement, and Party means any one of them;

“person” includes any individual, corporation, partnership, firm, joint venture,
syndicate, association, trust, government, governmental agency and any other
form of entity or organization;

“Purchased Assets” means all of the following property and assets used in
connection with or otherwise relating to the Business (other than the Excluded
Assets) whether real or personal, tangible or tangible, of every kind and
description and:

6] Equipment — all machinery, equipment, fixtures, furniture, furnishings,
parts, tooling molds, dies, jigs or patterns and other fixed assets of the
Vendor wherever located including but not limited to the equipment set
out in Schedule “A”;

(iiy  Vehicles — all trucks, cars and other vehicles of the Vendor;

(iif)  Inventories — all inventories, including, without limitation, raw materials,
work-in-process, finished goods and repfacement parts;

(iv)  All phone numbers and facsimile numbers of the Vendor;
(v) Prepaid Expenses — all prepaid expenses relating to the Leased Premises;

{(vi)  Agreements — ali rights under leases of personal property, orders or
Contracts for the provision of geods or services (whether as buyer or
seller), distribution and agency agreements.



™)
(w)

(vii) Intellectual Property — all trade or brand names, business names, trade
marks, trade mark registrations and applications, service marks, service
mark registrations and applications, copyright registrations and
applications, patents, patent registrations and applications and other patent
rights (including any patents issued on such applications or rights), trade
secrets, proprietary manufacturing information and know-how, equipment
and parts lists and descriptions, instruction manuals, inventions, inventors’
notes, research data, unpatented blue prints, drawings and designs,
formulae, processes, technology and other intellectual, industrial or
proprietary rights, together with all rights under licences, registered user
agreements, technology transfer agreements and other agreements or
instruments relating to any of the foregoing including those listed in
Schedule “B™;

(viii) Computer Hardware and Software — all computer hardware and software,
including all rights under licenses and other agreements or instruments
relating thereto;

(ix)  Records — all Records {other than those required by law to be retained by
the Vendor, copies of which will be made available to the Purchaser); and

(x) Goodwill — all goodwill, together with the exclusive right for the
Purchaser to represent itself as carrying on the Business in succession to
the Vendor and the right to use any words indicating that the Business is
so carried on, including the exclusive right to use the name Valle Foam, or
any variation thereof, as part of the name or style under which the
Business or any part thereof is carried on by the Purchaser;

“Purchase Price” has the meaning ascribed in Section 2.2;

“Records” means all technical, business and financial records relating to the
Business, including, without limitation, customer lists, operating data, files,
financial books, correspondence, credit information, research materials, contract
documents, title documents, leases, surveys, records of past sales, supplier lists,
employee documents, inventory data, accounts receivable data, financial
statements and any other similar records in any form whatsoever (including
written, printed, electronic or computer printout form), but not including those
records which are part of the Excluded Assets;

“Regulatory Authority” means any government, regulatory or administrative
authority, agency, commission, utility or board (federal, provincial, municipal or
local, domestic or foreign) having jurisdiction in the relevant circumstances and
any person acting under the authority of any of the foregoing and any judicial,
administrative or arbitral court, authority, tribunal or commission having
Jurisdiction in the relevant circumstances;



{v) “Transactions™ means the purchase and sale of the Purchased Assets and ali other
transactions contemplated by this Agreement

1.2 Currency

Unless otherwise indicated, all references to dollar amounts in this Agreement are expressed in
Canadian currency.

1.3 Governing Law

This Agreement shall be governed by and construed and interpreted in accordance with the laws
of the Province of Ontario and the laws of Canada applicable therein. The Parties hereby
irrevocably attorn to the non-exclusive jurisdiction of the courts of Ontario with respect to any
matter arising under or related to this Agreement.

1.4 Interpretation Not Affected by Headines

The division of this Agreement into articles and sections and the insertion of headings are for
convenience of reference only and shall not affect the construction or interpretation of this
Agreement.

1.5 Number and Gender

In this Agreement, unless the context otherwise requires, any reference to gender shall include
both genders and words importing the singular number shall include the plural and vice-versa.

1.6 Time of Essence

Time shall be of the essence of every provision of this Agreement.

1.7 Severability

Each of the provisions contained in this Agreement is distinct and severable and a declaration of
invalidity or unenforceability of any such provision or part thereof by a court of competent
Jjurisdiction shall not affect the validity or enforceability of any other provision hereof.

1.8 Accounting Terms

All accounting terms not specifically defined in this Agreement shall be construed in accordance
with GAAP.

1.9 Calculation of Time Periods

Where a time period is expressed to begin or end at, on or with a specified day, or to continue to
or until a specified day, the time period includes that day. Where a time period is expressed to
begin after or to be from a specified day, the time pericd does not include that day. Where
anything is to be done within a time period expressed after, from or before a specified day, the



time period does not include that day. If the last day of a time period is not a Business Day, the
time period shall end on the next Business Day.

1.10  Statutory Instruments

Unless otherwise specifically provided in this Agreement, any reference in this Agreement to any
Law shall be construed as a reference to such Law as amended or re-enacted from time to time or
as a reference to any successor thereto.

1.11 Incorporation of Schedules

The following are the schedules attached to and incorporated by reference into this Agreement:

Schedule “A” Equipment List
Scheduie “B” Intellectual Property
Schedule “C” Purchase Price Allocation
Schedule “D” Conditions of Sale
ARTICLE 2
PURCHASE AND SALE

2.1 Purchased Assets

On the terms and subject to the fulfilment of the conditions of this Agreement, the Vendor agrees
to sell, assign and transfer to the Purchaser, and the Purchaser agrees to purchase from the
Vendor at the Closing Time on the Closing Date, all of the Purchased Assets.

2.2 Purchase Price

The aggregate purchase price (the “Purchase Price”) payable by the Purchaser to the Vendor for
the Purchased Assets shall be $1,525,000.00, subject to adjustment in accordance with Section
2.4.

2.3 Payment of Purchase Price

The Purchase Price shall be paid and satisfied, subject to adjustment in accordance with Section
2.4 as follows:

D Concurrently with the execution of this Agreement, the Purchaser will pay to Deloitte &
Touche Inc., in trust, by certified cheque or bank draft or other means of immediately available
funds, the sum of $152,500.00 (the “Deposit”) as a deposit. The Deposit will be deposited in an
interest-bearing account of a Canadian chartered bank or trust company in the City of Toronto in
the name of the Purchaser and will be dealt with in accordance with the following provisions.

(a) If the Transactions are completed at the Closing Time, the Deposit plus all interest
earned thereon will be released from trust to the Vendor and applied toward
satisfaction of the Purchase Price.



(b) If the Transactions are not completed for any reason at the Closing Time, other
than the failure of the Purchaser to satisfy its obligations (which have not been
waived in writing) set out in Section 4.3, the Deposit plus all interest earned
thereon will be released from trust and returned to the Purchaser.

(c) If the Transactions are not completed at the Closing Time due to the failure of the
Purchaser to satisfy its obligations (which have not been waived in writing) set
out in Seetion 4.3, then the Deposit plus all interest thereon will be released from
trust and forfeited and paid tc the Vendor.

(d) The release from trust and payment of the Deposit to either Party in accordance
with this Section 2.3(1} shall not prejudice the enforcement of any rights either
Party may otherwise have under this Agreement.

) At the Closing Time, the Purchaser will pay to the Vendor, by certified cheque, bank
draft or other means of immediately available funds, the balance of the Purchase Price.

2.4 Adiustment of Purchase Price

The Purchase Price to be allocated for inventory shail be subject to adjustment to reflect the
value of inventory at the Closing Date calculated as follows:

The Purchaser and the Vendor, through their authorized agents, will take an inventery count as at
the closing of business on the business day immediately preceding the Closing Date and will
value the same on the following basis:

) Usable raw materials to be valued at fifty (50%) per cent of cost and in
any event not less than 90% of the raw materials at Closing;

(i)  Finished goods to be valued at Fifty (50%) per cent of the lesser of
manufactured cost or sale value,

The allocation of the Purchase Price as per inventory as set out in the Purchase Price Allocation
Schedule shall be adjusted accordingly and the Purchase Price shall also be adjusted to reflect

anv change in value allocated to inventoty.

2.3 Allocation of Purchase Price

The Vendor and Purchaser agree to allocate the Purchase Price among the Purchased Assets in
accordance with Schedule “C” and to report the sale and purchase of the Purchased Assets for all
federal, provincial and local tax purposes in a manner consistent with such allocation, and shall
not dispute such allocation in connection with any audit or other proceeding.

2.6 ETA Election

The Vendor and Purchaser shali, on the Closing Date, elect jointly under subsection 167(1) of
the ETA, in the form prescribed for the purposes of that subsection, in respect of the sale and



transfer of the Purchased Assets hereunder. The Purchaser shall file such election with the
Canada Revenue Agency not later than the day on which it is required to file its GST return for
its reporting period which includes the Closing Date and shall provide evidence of such filing to
the Vendor.

2.7 Transfer Taxes

The Purchaser shall be liable for and shall pay all federal and provincial sales taxes (including
any retail sales taxes and land transfer taxes) and all other taxes, duties, fees or other like charges
of any jurisdiction properly payable in connection with the transfer of the Purchased Assets by
the Vendor to the Purchaser.

2.8 Accounts Receivable

The Purchaser shall be appointed by the Vendor as agent to collect all Accounts Receivable of
the Vendor outstanding as at the Closing Date. The Purchaser shall collect such Accounts
Receivable on behalf of the Vendor and shall remit to the Vendor or to whomever the court shall
direct on a monthly basis all amounts received cn account of the said Accounts Receivable less a
collection fee of Twenty (20%) per cent to be retained by the Purchaser. The Purchaser shall
provide to the Vendor and/or the monitor on a monthly basis an accounting of all Accounts
Receivable paid during the month. The Purchaser shall not be required to take any court action
or other collection procedures with regard to the Accounts Receivable. At the end of ninety (90)
days after the Closing Date the Vendor shall resume all collection responsibilities for the
Accounts Receivable and the Purchaser shall cease any collection efforts with regard to then
uncollected Accounts Receivable. The Purchaser shall not settle any of the Accounts Receivable
for amounts less than the full amount outstanding without the prior written approval of the
Vendor or the monitor.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES

3.1 Representations and Warranties of the Purchaser

The Purchaser hereby makes the following representations and warranties to the Vendor and
acknowledges that the Vendor is relying on such representations and warranties in entering into
this Agreement and completing the Transactions:

(O Incorporation and Existence The Purchaser is a corporation incorporated and existing
under the laws of the Province of Ontario,

(2) Validity of Agreement

(a) The Purchaser has all necessary corporate power to own the Purchased Assets.
The Purchaser has all necessary corporate power to enter into and perform its
obligations under this Agreement and any other agreements or instruiments to be
delivered or given by it pursuant to this Agreement.



(b) The execution, delivery and performance by the Purchaser of this Agreement and
the consummation of the Transactions have been duly authorized by all necessary
corporate action on the part of the Purchaser.

{c) This Agreement cr any other agreements entered into pursuant to this Agreement
to which the Purchaser is a party constitute legal, valid and binding obligations of
the Purchaser, enforceable against the Purchaser in accordance with their
respective  terms, except as enforcement may be limited by bankruptcy,
insolvency and other laws affecting the rights of creditors generally and except
that equitable remedies may be granted only in the discretion of a court of
competent jurisdiction.

&) No Violation The execution and delivery of this Agreement by the Purchaser, the
consummation of the Transactions and the fulfilment by the Purchaser of the terms, conditions
and provisions hereof will not (with or without the giving of notice or lapse of time, or both):

(a) contravene or violate or result in a breach or a default under or give rise to a right
of termination, amendment or cancellation or the acceleration of any obligations
of the Purchaser, under:

(D any applicable Law;

(ity  any judgment, order, writ, injunction or decree of any Regulatory
Authority having jurisdiction over the Purchaser;

(iiiy  the articles, by-laws or any resolutions of the board of directors or
shareholders of the Purchaser;

(iv)  any Consent held by the Purchaser; or

{v) the provisions of any Contract to which the Purchaser is a party or by
which it is, or any of its properties or assets are, bound.

(4) Investment Canada Act The Purchaser is not a “non-Canadian” within the meaning of
the Investment Canada Act (Canada).

(5 Congents There is no requirement for the Purchaser to make any filing with, give any
notice to or obtain any Consent from any Regulatory Authority as a condition fo the lawful
conswmnmation of the Transactions.

(6) GST Registration The Purchaser is a registrant for the purposes of the ETA under
registration number TBA

3.2 Survival of Covenants. Representations and Warranties of the Purchaser

To the extent that they have not been fully performed at or prior to the Closing Time, and unless
otherwise provided, the covenants, representations and warranties of the Purchaser contained in



19

this Agreement and in any agreement, instrument, certificate or other document delivered
pursuant to this Agreement shall survive the Closing and shall continue for the benefit of the
Vendor and the Shareholder for a period of One (1) Year notwithstanding such Cloesing, nor any
investigation made by or on behalf of the Vendor or the Sharcholder or any knowledge of the
Vendor or the Shareholder, except that:

(1) the representations and warranties set out in Sections 3.1(1) and 3.1(2), and the
corresponding representations and warranties set out in the certificates to be delivered pursuant
to Section 3.3(1), shall survive the Closing and shall continue in full force and effect without
limitation of time;

@) a claim for breach of any such representation or warranty, to be effective, must be
asserted in writing on or prior to the applicable expiration time set out in this Section 3.2,
provided that a claim for any breach of any of the representations and warranties contained in
this Agreement or in any agreement, instrument, certificaie or other document executed or
delivered pursuant to this Agreement involving fraud or fraudulent misrepresentations may be
made at any time foliowing the Closing Date, subject only to applicable limitation periods
imposed by Law; and

(3) no claim for any breach of any of the covenants, representations and warranties contained
in this Agreement or in any agreement, instrument, certificate or other document executed or
delivered pursuant to this Agreement may be made after the applicable expiration time set out in
this Section 3.2 notwithstanding that such breach was not objectively discoverable.

ARTICLE 4
COVENANTS

4.1 Conduct During Interim Period

During the Interim Period, without in any way limiting any other obligations of the Vendor and
the Shareholder in this Agreement:

(1) Conduct Business in the Ordinary Course The Vendor shall conduct the Business only in
the ordinary course of the Business consistent with past practice and any court order, and the
Vendor shall not, without the prior written consent of the Purchaser, enter into any transaction or
refrain from doing any action that would constitute a breach of any covenant or other obligation
of the Vendor contained herein, and provided further that, without limiting the generality of the
foregoing, the Vendor shall not:

(i) transfer, lease, license, sell or otherwise dispose of any of the Purchased
Assets except for inventory, or permit any Encumbrance to attach to or
affect any of the Purchased Assets

(2) Continue Insurance The Vendor shall continue to maintain in full force and effect all
policies of insurance or renewals now in effect, and shall take out, at the expense of the
Purchaser, such additional insurance as may be reasonably requested by the Purchaser, and shall
give all notices and present all claims under all policies of insurance in a timely fashion.
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{3) Preserve Goodwill Except as provided for herein and with the restrictions of any court
order, the Vendor shall use its best efforts to preserve intact the Business and the Purchased
Assets and to carry on the Business as currently conducted, and to promote and preserve for the
Purchaser the goodwill of suppliers, customers and others having business relations with the
Vendor.

(4) Corporate Action The Vendor shall take all necessary court action, steps and proceedings
to approve or authorize, validly and effectively, the execution and delivery of this Agreement
and the other agreements and documents contemplated by this Agreement and to complete the
transfer.of the Purchased Assets to the Purchaser free and clear of all Encumbrances except for
the Permitted Encumbrances.

4.2 Access to Informaticn

The Vendor shall at all times during the Interim Period make available to the Purchaser and its
representatives and advisers for examination all of the Records in the Vendor’s possession or
under its control, including environmental and health and safety reports. The Vendor shall at all
times during the Interim Pericd give the Purchaser and its representatives and advisers access to
the Purchased Assets during normal business hours and upon reasonable notice, in order to make
such investigations as the Purchaser shall deem necessary or advisable, including for purposes of
conducting any environmental audits, environmental site assessments (including soil and
groundwater testing) or other investigations. The Vendor shall give such persons all means
necessary to effect such examinations and investigations and shall cause its agents, employees,
officers and directors to use their best efforts to aid such persons in such examinations and
investigations. The Vendor authorizes and consents to the release by any Regulatory Authority
having jurisdiction of any information, and shall sign any documents or forms of consent
incidental thereto. The exercise of any rights of access, inspection or examination by or on behalf
of the Purchaser shall not affect or mitigate the Vendor’s covenants, representations and
warranties in this Agreement. The Vendor shall provide the Purchaser and its representatives and
advisers at all times during the Interim Period with an opportunity to meet with the auditors and
any employees, advisers or personnel of the Vendor.

473 Satisfaction of Closing Conditions

The Vendor agrees to use ifs best efforts to ensure that the conditions set forth in Section 5.1, and
the Purchaser agrees to use its best efforts to ensure that the conditions set forth in Section 5.3,
are fulfilled at or prior to the Closing Time. Each of the Parties agrees use its best efforts to
ensure that the conditions set forth in Section 5.5 are fulfilled at or prior to the Closing Time.

4.4 Delivery of Records

At the Closing Time, the Vendor shall deliver to the Purchaser all the Records (unless part of the
Excluded Assets), The Purchaser agrees that it will preserve such Records so delivered to it for a
period of six years from the Closing Date, or for such longer period as is required by any
applicable Law, and will permit the Vendor or its authorized representatives reasonable access
thereto in connection with the affairs of the Vendor, but the Purchaser shall not be responsible or



liable to the Vendor for or as a result of any accidental loss or destruction of or damage to any
such Records.

a.5 Access to Purchased Assets

After the Closing Date the Purchaser to be ailowed 30 days in which to remove the Purchased
Assets from any location in which they are located except the premises at 4 West Drive and the
Vendor shall assist with purchaser with any consents required to complete such removal. Upon
court approval and before Closing Purchaser shall be allowed access to the premises to prepare
for removal.

4.6 Emplcyvees

The Purchaser shall be free to offer employment to such of the current employees as it sees fit
on terms it sees fit without assuming any obligation with regard to any other employees of the
Vendor and the Vendor shall save the Purchaser harmless with regard to any of the employees
the Purchaser has not arranged to hire. Such employees shall be terminated by the Vendor as at
the Closing Date. The Purchaser shall upon execution of this agreement be provided with full
details of ali current employees of the Vendor and the Purchaser shall be allowed to interview
any such employees as it see fit and fo offer employment to those it wishes to hire. The
Purchaser currently believes that it will require up to 125 employees for its operations. The
Purchaser shall, five (5) days prior to the Closing Date, submit to the Vendor a list of the
employeeswith whom it has entered into hiring arrangements. Between the signing of this
Agreement and the Closing date no changes shall be made to the terms of employment of any
employees of the Vendor by the Vendor without the prior approval of the Purchaser.

4.7 Change of Name

The Vendor agrees that within Ninety (90} days from the Closing Date it shall change its name to
a name that does not include the words Valle Foam or any part thereof or any similar words.

ARTICLE 5
CONDITIONS OF CLOSING

5.1 Conditions for the Benefit of the Purchaser

The obligation of the Purchaser to complete the Transactions will be subject to the fulfilment of the
following conditions at or prior to the Closing Time:

(N Covenants The Vendor shall have complied with all covenants and agreements in this
Agreement to be performed or caused to be performed by it at or prior to the Closing Time. In
addition, the Vendor shall have delivered to the Purchaser a certificate confirming the foregeing.
The receipt of such certificate and the completion of the Transactions shall not be deemed to
constitute a waiver of any of the covenants of the Vendor contained in this Agreement.

(2) No Material Adverse Change Except as has been specifically permitted in this
Agreement, since the date of this Agreement there shall not have been any damage, destruction




or loss, or other event, development or condition of any character (whether or not covered by
insurance) which would have a material adverse effect on the Purchased Assets or the Business.

€)] No Action to Restrain/No Adverse Law No Law shall have been made, and no action or
proceeding shall be pending or threatened, which is likely to result in an order, decision or ruling
imposing any limitations or conditions which may have a material adverse effect on the
Transactions or the right of the Purchaser to own the Purchased Assets.

(4 Consents All Consents required to permit the change of ownership of the Purchased
Assets contemplated hereby without resulting in the violation of or a default under or any
termination, amendment or acceleration of any obligation under any licence, permit, lease, or
material Contract affecting the Business or otherwise adversely affecting the Business, shall have
been made, given or obtained on terms acceptable to the Purchaser acting reasonably.

)] The obligations of the Purchaser to complete the transaction are conditional upon the
Purchaser obtaining from the Landlord at 4 West Drive agreement to enter into a new lease with
the Purchaser on terms satisfactory to the Purchaser acting reasonably for a Ten (10) year term,
with two Five (5) year options to extend, at a base rent of Three Dollars and Fifty Cents ($3.50)
per square foot for the initial term and futher upon the Purchaser satisfying itself that the said
premises at 4 West Drive comply with all current environmental requirements necessary to
continue the operations of the Vendor at this location and that any environmental issues with the
property existing as at the Closing date remain the responsibility of the landlord.

(&) Deliveries The Vendor shall have delivered to the Purchaser the following in form and
substance satisfactory to the Purchaser:

(b) all Records (unless part of the Excluded Assets) of the Vendor and other
documents referred to in this Agreement or any Schedule;

©) all documentation and other evidence reasonably requested by the Purchaser in
order to establish the due authorization and consummation of the Transactions,
including the taking of all corporate proceedings by the boards of directors and
shareholders of the Vendor required to effectively carry out the obligations of the
Vendor pursuant to this Agreement; and

{d) all necessary deeds, conveyances, bills of sale, discharges, assurances, transfers,
assignments and any other documentation necessary or reasonably required to
transfer the Purchased Assets to the Purchaser with a good and marketable title,
free and clear of all Encumbrances whatsoever except for the Permitted
Encumbrances.

5.2 Satisfaction of Conditions

The condition set out is subsections 3.1 (5) are conditional until 5:00 o’clock p.m. on the 15th
day of March, 2012 upon the Purchaser satisfying itself in its unfettered discretion as to such
condition. The Purchaser shall be entitled to terminate this Agreement by written notice to the
Vendor at any time prior to the expiration of the condition date set out above and unless the
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Purchaser delivers written notice to the Vendor prior to the expiration time on such date that such
conditions have been waived this Agreement shall be automatically terminated effective as at the
expiration of such time on such date and in either case the parties hereto shall be released from
all obligations and liabilities hereunder and the deposit and deposit Interest shall be returned to
the Purchaser forthwith without deduction.

53 Waiver or Termination by the Purchaser

The conditions contained in Section 5.1 are inserted for the exclusive benefit of the Purchaser
and may be waived in whole or in part by the Purchaser at any time without prejudice to any of
its rights of termination in the event of non-performance of any other condition in whole or in
part. If any of the conditions contained in Section 5.1 are not fulfilled or complied with by the
time provided for, the Purchaser may, at or prior to the Closing Time, terminate this Agreement
by notice in writing after such time required to the Vendor and the Shareholder. In such event the
Purchaser shall be released from alt obligations in this Agreement (except as set out in Section
5.6) and, unless the condition or conditions which have not been fulfilled are reasonably capable
of being fulfilled or caused to be fulfilied by the Vendor or the Shareholder, then the Vendor and
the Shareholder shall also be released from all obligations in this Agreement (except as set out in
Section 5.6).

54 Conditions for the Benefit of the Vendor

The obligations of the Vendor to complete the Transactions will be subject to the fulfilment of
the following conditions at or prior to the Closing Time:

(N Representations, Warranties and Covenants The representations and warranties of the
Purchaser made in or pursuant to this Agreement shall be true and accurate at the Closing Time
with the same force and effect as though such representations and warranties had been made as
of the Closing Time. The Purchaser shall have complied with all covenants and agreements in
this Agreement to be performed or caused to be performed by it at or prior to the Closing Time.
In addition, the Purchaser shall have delivered to the Vendor a certificate confirming the
foregoing. The receipt of such certificate and the completion of the Transactions shall not be
deemed to constitute a waiver of any of the representations, warranties or covenants of the
Purchaser contained in this Agreement. Such representations, warranties and covenants shall
continue in full force and effect as provided in Section 3.4.

55 Waiver or Termination by the Vendor and Shareholder

The conditions contained in Section 5.3 are inserted for the exclusive benefit of the Vendor and
may be waived in whole or in part by the Vendor at any time without prejudice to any of their
rights of termination in the event of non-performance of any other condition in whole or in part.
If any of the conditions contained in Section 5.3 are not fulfilled or complied with by the time
provided for, the Vendor may, at or prior to the Closing Time, terminate this Agreement by
notice in writing after such time to the Purchaser. In such event the Vendor shall be released
from all obligations in this Agreement (except as set out in Section 5.6) and, unless the condition
or conditions which have not been fulfilled are reasonably capable of being fulfilled or caused tc
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be fulfilled by the Purchaser or the Vendor, then the Purchaser shall also be released from all
obligations in this Agreement (except as set out in Section 5.6).

5.6 Conditions Precedent

The purchase and sale of the Purchased Assets is subject to the following conditions to be
fulfilled at or prior to the Closing Time, which conditions are true conditions precedent to the
completion of the Transactions:

(1) No Legal Action No action or proceeding shall be pending or threatened by any person
to enjoin, restrict or prohibit any of the Transactions or the right of the Purchaser to conduct the
Business after Closing on substantially the same basis as heretofore conducted.

(2) The Conditions of Sale attached hereto as Schedule “D” have been compiled with and
approval of the Court to the sale has been obtained provided that where the Conditions of Sale
conflict with any of the provisions of this Agreement the provisions of this Agreement shall
prevail.

(3) The Purchaser and the Vendor acknowledge and agree that, in accordance with Schedule
"DD¥ this Agreement is subject to and conditional upon the issuance by the Court of a vesting or
other appropriate order by the Court (the “Vesting Order”™) inter alia, approving this Agreement
and vesting title in and to the Purchased Assets in the Purchaser on Closing pursuant to the terms
and conditions of this Agreement on or before the Closing Date.

5.7 Survival following Termination

In the event of termination of this Agreement at or prior to the Closing Time pursuant to Sections
5.2, 5.4 or 5.5, the provisions of Articles 1, 6 and 7 and Sections 2.3(1), 5.2, 5.4 or 5.5 shall
survive such termination indefinitely. Upon such termination, the Purchaser shall prompily
deliver to the Vendor all copies of all Records (unless part of the Excluded Assets) of the Vendor
and other written material obtained by the Purchaser from the Vendor or the Shareholder in
connection with this Agreement.

ARTICLE 6
CLOSING ARRANGEMENTS

6.1 Place of Closing

The Closing shall take place at the Closing Time at the offices of Minden Gross LLP, 145 King
Street West, Suite 2200, Toronto, Ontario.

6.2 Deliveries at the Closing

At the Closing Time, upon fulfillment of all the conditions set out in Article 5 that have not been
waived in writing by the Purchaser or the Vendor, as applicable, the Vendor shall deliver such
documents as are required or contemplated to be delivered by the Vendor or Vendor’s counsel
pursuant to this Agreement, the relevant portions of the Purchase Price shall be paid or delivered
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in the manner provided in Section 2.3, and the Purchaser shall deliver such documents as are
required or contemplated to be delivered by the Purchaser or Purchaser’s counsel pursuant to this
Agreement,

ARTICLE 7
GENERAL

7.1 Confidentiality

The Purchaser covenants and agrees that, except as otherwise authorized by the Vendor, neither
the Purchaser nor its representatives, agents or employees will disclose to third parties, directly
or indirectly, any confidential information or confidential data relating to the Vendor or the
Business discovered or received by the Purchaser or its representatives, agents or employees as a
result of the Vendor making available to the Purchaser and its representatives, agents or
employees the information requested by them in connection with the Transactions.

7.2 Notices

(1) Any notice or other communication required or permitted to be given hereunder shall be
in writing and shall be delivered in person, transmitted by facsimile or similar means of recorded
electronic communication or sent by registered mail, charges prepaid, addressed as follows:

(a) if to the Vendor:

¢/o Deloitte & Touche Ine.
181 Bay Street, Suite 1400
Toronto, Ontario, M53J 2V1

Attention: Catherine A. Hristow
Fax No.: 416-601-6690
With a copy to:

Minden gross LLP

145 King Street West
Suite 2200

Toronto, Ontario

M35H 4G2

Aftention: David Ullmann
Fax: 416-

(L) if to the Purchaser:

202 Fairbank Avenue

Toronto, Ontario, M6B 4C35

Attention: Steven Knapp

Fax No.: 416-787-2077
With a copy to:

Ricketts Harris LLP
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181 University Avenue
Suite 816

Toronto, Ontario

MSH 2X7

Attention: R. D. Preston
Fax: 416-364-1697

(2) Any such notice or other communication shall be deemed to have been given and
received on the day on which it was delivered or transmitted (or, if such day is not a Business
Day, on the next following Business Day) or, if mailed, on the third Business Day following the
date of mailing; provided, however, that if at the time of mailing or within three Business Days
thereafter there is or occurs a labour dispute or other event that might reasonably be expected to
disrupt the delivery of documents by mail, any notice or other communication hereunder shall be
delivered or transmitted by means of recorded electronic communication as described.

%) Any Party may at any time change its address for service from time to time by giving
notice to the other Parties in accordance with this Section 7.2.

7.3 Public Announcements and Disclosure

The Parties shall consult with each other before issuing any press release or making any other
public announcement with respect to this Agreement or the Transactions and, except as required
by any applicable Law or stock exchange having jurisdiction, no Party shall issue any such press
release or make any such public announcement without the prior written consent of the others,
which consent shall not be unreasonably withheld or delayed. Prior to any such press release or
public announcement, none of the Parties shall disclose this Agreement or any aspect of the
Transactions except to its board of directors, its senior management, its legal, accounting,
financial or other professional advisors, any financial institution contacted by it with respect to
any financing required in connection with the Transactions and counse! to such institution, or as
may be required by any applicable Law or stock exchange having jurisdiction.

7.4 Assignment

The Purchaser may assign its rights under this Agreement in whole or in part to any other person;
provided, however, that any such assignment shall relieve the Purchaser from any of its
obligations hereunder. The Vendor may not assign its rights under this Agreement.

7.5 Best Efforts

The Parties acknowledge and agree that, for all purposes of this Agreement, an obligation on the
part of any Party to use its “best efforts™ to obtain any waiver, Consent or other document shall
not require such Party to make any payment to any person for the purpose of procuring the same,
other than payments for amounts due and payable to such person, payments for incidental
expenses incurred by such person and payments required by any applicable law or regulation.
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7.6 Expenses

Unless otherwise provided, each of the Vendor and the Purchaser shall be responsible for the
expenses (including fess and expenses of legal advisers, accountants and other professional
advisers) incurred by them, respectively, in connection with the negotiation and settlement of
this Agreement and the completion of the Transactions. In the event of termination of this
Agreement, the obligation of each Party to pay its own expenses will be subject to any rights of
such Party arising from a breach of this Agreement by another Party.

7.7 Further Assurances

Each of the Parties shall promptly do, make, execute, deliver, or cause to be done, made,
executed or delivered, all such further acts, documents and things as the other Parties may
reasonably require from time to time after Closing at the expense of the requesting Party for the
purpose of giving effect to this Agreement and shall use reasonabie efforts and take all such steps
as may be reasonably within its power to implement to their full extent the provisions of this
Agreement.

7.8 Entire Agcreement

This Agreement, including all Schedules, constitutes the entire agreement between the Parties
with respect to the subject matter and supersedes all prior agreements, understandings,
negotiations and discussions, whether written or oral. There are no conditions, covenants,
agreements, representations, warranties or other provisions, express or implied, collateral,
statutory or otherwise, relating to the subject matter except provided in this Agreement. No
reliance is placed by any Party on any warranty, representation, opinion, advice or assertion of
fact made by any Party or its directors, officers, employees or agents, to any other Party or its
directars, officers, employees or agents, except to the extent that it has been reduced to writing
and included in this Agreement.

7.9 Waiver. Amendment

Except as expressly provided in this Agreement, no amendment or waiver of this Agreement
shall be binding unless executed in writing by the Party to be bound. No waiver of any provision
of this Agréement shall constitute a waiver of any other provision, nor shall any waiver of any
provision of this Agreement constitute a continuing waiver unless otherwise expressly provided.

7.10  Rights Cumulative
The rights and remedies of the Parties are cumulative and not alternative.

7.11  Counterparts

This Agreement may be executed in any number of counterparts, and/or by facsimile or e-mail
transmission of Adobe Acrobat files, each of which shall constitute an criginal and ali of which,
taken together, shall constitute one and the same instrument. Any Party executing this
Agreement by fax or Adobe Acrobat file shall, immediately following a request by any other



Party, provide an originally exccuted counterpart of this Agreement provided, however, that any
failure to so provide shal) not constitute a breach of this Agreement except to the extent that such
electronic execution is not otherwise permilled under the Flectronic Commerce Act, 2000

(Ontario).
IN WITNIESS WHEREOF this Agreement has been executed by the Parties.

(MITED,
be incorporated

FYBON IMDUSTI jFS
In {rust for a com ayy

Per:
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SCHEDULE *A”
EQUIPMENT LIST

SEE ATTACHED



January 2012

Valle Foam Indusiries (1995) Inc.
4 West Drive, Brampton, Ontario L6T 2H7

ITEM #

1)

9)
10)
11)

12)

13)
14)
15)

16)

Qry.

ITEM DESCRIPTION

Carbon Steel 20,000 Gallon Horizontal Bulk Storage Tanks
Carbon Steel 15,000 Gallon Horizontal Bulk Storage Tanks
Viking 10 HP & 15 HP Distribution and Transfer Pumps
Graco Pneumatic Vacuum Pumps

Carbon Steel 4,000 Gallon Haorizontal Bulk Storage Tank
w/ 3-Way Pneumatic Valve

Kral 15 HP Distribution and Transfer Pump
Dunham-Bush 20-Ton Chiiter

Berg "AS-80-2/1R" 80-Ton Chiller
wf Roof Mount Condensers and Cooling Towers

Alfa Laval Plate Type Heat Exchanger
Carbon Steel 5,000 Gallon Vertical Bulk Storage Tanks
Vieking 7.5 HP Distribution Transfer Pumps

Bosch Metering Pump
w/ Mass Flow Meter

Rex-Roth 80 HP High Pressure Metering Pump
Witte 80 HP High Pressure Metering Pump
Mac-Air 10 HP Air Compressor

SMC "PDE75-S" Refrigerated Air Dryer

Valle Foams Indusiries {1993) Inc. - Asset Listing - Schedule A
lof 13



January 2012

Vaile Foam Industries (1995) Inc.
4 West Drive, Brampton, Ontario L6T 2H7

ITEM # QTY. ITEM DESCRIPTION

17) 1 Hennecke "Nova Flex Flat Con" High Pressure Polyurethane Foam

Production Forming Line
95"W x 54"H, Allan Bradley PLC Controls, w/ Mixing and Metering, Colour
Additives, Exhaust and Scrubber, Upgraded in 2006

18) 1 Carbon Steel 5,000 Gallon Jacketed Bulk Storage Tank
w/ Vicking Metering Pump
19) 1 Air Flo 100 CSF Dessicant Air Dryer
20) 1 Para-Filex 48™ Diameter Poly-Urethane Foam Production Forming Line

w/ Exhaust Chamber

21) 1 Carbon Steel 5,000 Gallon Jacketed Bulk Storage Vertical Tank
27} 1 Carbon Steel 8,000 Gallon Jacketed Bulk Storage Vertical Tank
23) 1 Carbon Steel 2,000 Gailon Jacketed Bulk Storage Vertical Tank
24) 1 Discharge Hopper

w/ Auger Feed
25) 1 Carbon Steel 8,000 Gallon Jacketed Bulk Storage Horizontal Tank
26) 1 Carbon Steel 8,000 Gallen Jacketed Bulk Storage Horizontal Tank
27) 1 Webster 30 HP Rotary Screw Air Cotnpressaor
28) 1 Carbon Steel 5,000 Gallon Jacketed Bulk Storage Vertical Tank
29) 1 Weil-McLain Low Pressure Gas Fired Boiler

w/ Condensate Tank and Water Softener

30) 1 Piqua "Series 30" Hydraulic Vertical Baler

31) 1 Baumer "SMW1040 120" Foam Peeling Machine
S/N: 5338

32) 1 APC 40 KW UPS System

Valle Foam Industries (1995) kne. - Assct Listing - Schedule A
20f13



January 2012

Valle Foam Industries (1995) Inc.
4 West Drive, Brampton, Ontario L6T 2H7

ITEM # QTY. ITEM DESCRIPTION

Valle Foam Industries (1995) Inc. - Asset Listing - Schedule A
3ofi3



Valle Foam Industries {(1995) Inc.
4 West Drive, Brampton, Ontario L8T 2H7

January 2012

ITEM #

33)

34)

35)
36)
37)
38)
39)
40)
41)
42)
43)

44}

QrTy.

Lot

ITEM DESCRIPTION

Miscellaneous Factory Support Equipment:
» Pallet Racking

* Hydraulic Pallet Trucks

* Motorized Belt Conveyeor

* Roller Conveyor

* Boom Extension

* Material Handling Carts

« Scales

* Scissor Lift Tables

« Electric Pallet Trucks

+ Storage Cabinsts

+ Open Side Spray Booths

* Adhesive Pumps and Guns
» Pedestal Fans

« Work Benches

* Hand Trucks

Hydraulic Garbage Compactor

wi Bin

Genie 2-34/22 Electric Telescoping Man Lift
Electric/Hydraulic Scissor Lift Platform

5,000 LBS Double Trolley Overhead Bridge Cranes
Custom 50" Long Foam Handling Units
Semi-Automatic Horizontal Bandsaw

McNeil Femeco 4-Head Foam Block Vertical Slitter
McNeil Femco Horizontal Bandsaw

McNeil Femco Vertical Bandsaw

Vertical Bandsaw

Edge-Sweets "HT-51-88" Automatic Horizontal Bandsaw

Valle Foam Industrics (1993) Inc, - Asset Listing - Schedule A

40f13



January 2012

Valle Foam Industries {(1995) Inc.
4 West Drive, Brampton, Ontario L6T 2H7

ITEM #

45)
46)
47)
48)

49)

50)
51)

52)

53)

54)
55)
56)

57)

58)
59)
60)
61)

62)

QTYy.

ITEM DESCRIPTION

Falls Engineering 4-Head Vertical Slitter

Edge-Sweets 64" Vertical Bandsaw

Edge-Sweets "HCC-51-118" Carousel Type Horizontal Bandsaw
CFM “02C" Carousel Type Horizontal Bandsaw

Edge-Sweets "RS5-C-92" 84" Roll Type Convolute Cutting Machine

Max-Pak Automatic Horizontal Hydraulic Baler
Economy Vertical Hydraulic Baler

Wintech "DOZ20006" CNC Dual Blade Profiler
S/N: DOZ362

2000 Baumer "OFS-VT" CNC Gantry Style Vertical Contour Cutting
Machine

SIN: 11471

24" Vertical Bandsaw

Fecken-Kirfel 46" Vertical Bandsaw

54" Vertical Bandsaw

Edge-Sweets "EL-3" Vertical Bandsaws
S/N: 1657, 1658

Hyma "ASL" Automatic 84" Vertical Bandsaw

Femco "Ferry B-600" Automatic 68" Vertical Bandsaw
48" Horizontal Bandsaw

Custom L-Bar Packaging Machine

Baumer "OF§-VE" CNC Vertical Contour Cutting Machine
"SIN: 7720

Valle Foam [adustries (1995} Inc. - Asset Listing - Schedule A
50f13



January 2012

Valle Foam Industiries (1995) Inc.
4 West Drive, Brampton, Ontario L6T 2H7

ITEM # QTY. ITEM DESCRIPTION

63) 1 Dynacut 438" Vertical Bandsaw

64) 1 Edge-Sweets "AV-3" Automatic Vertical Bandsaw

65) 1 48" Vertical Bandsaw

66) 1 1998 Baumer "OFS-VE-Q" CNC Vertical Contour Cutting Machine
S/N: 7857

67) 2 Deita 16" Vertical Bandsaws

68) Lot Complete Maintenance Department

69} 1 Macro 7.5 HP Rotary Screw Air Compressor

70} 1 Canadian Automation 72" Foam Inserting Machine

71) 1 1998 Fecken-Kirfel DS Automatic Horizontal Bandsaw
SN M110.266

72) Lot Office Equipment and Furnishings

73) 1 Carbotech 22-Ton Vertical CO? Storage Tank

w/ 10-Ton Chiller

74) 83 Traiimobile, Fruehauf, Strick, Manac and Stoughton 48" and 53' Tandem
Axle Flat Bed and Enclosed Trailers

75) 20 Fruehauf, Manac, Trailmobile and Fontaine Tandem Axle Storage
Trailers

Valle Foam Industries (1995) Inc. - Asset Listing - Schedule A
6 of 13



January 2012

Valle Foam Industries (1895) Inc.
317 Orenda Road, Brampton, Ontario L6T 1G8

3}

4)

€)

7

Lot

{TEM DESCRIPTION

Wise Opening, Blending and Filling Lines

Edge-Sweets "Convoluter 84" Roll Type Convolute Cutting Machine
S/N: 8041

84" Hydraulic Press

Factory Support Equipment
» Pallet Racking

* Shop Vacuums

» Motorized Conveyor

* Pedestal Fans

« Pallet Trucks

+ Grommet Machine

* Maintenance Area

= Stacking Bins

* Security Maintenance Cage
» Beam Scale

* Layout Tables

* Hand Trucks

» Sewing Department

Philadelphia Hydraulic Vertical Baler

Koger 125 HP Hydraulic Shredding Lines
w/ Blowers and Bulk Storage Bins

2007 Baumer "SHW-104D" Peeler
S/N: 115569

Fecken-Kirfel "Ril-8" Peeler
SIN: M4250

Hydraulic Bering Machine

76" Laminating Line
w/ Slitting Heads, Cut-Off and Take-Up

Mac-Air 25 HP Air Comprassor

Valle Foam Industries (1995) Inc, - Asset Listing - Schedule B
7of 13



January 2012

Valle Foam Industries (1995) Inc.
317 Orenda Road, Brampton, Ontario L6T 1G8

ITEM #

12)

13)

14)

15)

QTY. ITEM DESCRIPTICGN

1 Foam Forming/Molding Station
w/ 2 x 48" Molding Cylinders, Steam Heat Boilers and Vacuum Forming

1 Krauss & Reickert "R8M/R" Vertical Bandsaw
S/N: 98495
1 Aline "HC-48ME" Side Seal Machine

1 Pneumatic 28" x 60" Platen Press

Valle Foam Industiies (1993) Inc. - Asset Listing - Schedule B
8of 13



Yalle Foam Industries {1995) Inc.
11 Finley Road, Brampton, Ontario L6T 181

January 2012

ITEM #

7

2)

3)

4)

6)

7)

8)

10)

QTY.

Lot

ITEM DESCRIPTION

44" Horizontal Bandsaw
w/ Motorized Return Conveyor
S/N: nfa

Delta 16" Vertical Bandsaw

Hyma "ASL-UL" Vertical Bandsaw
S/N: 814032-01

Atomn "T-55" Die Cutting Press
S/N: 7638

Fox "Model 7" Auto Pailet Wrapping Machine
(Not in service)

Miscellaneous Factory Support Equipment
» Factory Trucks

» Hydraulic Pallet Trucks

* Mezzanine

+ Shop Vacuums

« Roller Conveyor

+ Pallet Racking

* Pedestal Fans

Edge Saw "5088-PVT" Horizontal Bandsaw
S/N: 5144

Femco 72" Vertical Bandsaw
40° Head

Frank Edge 60" Vertical Bandsaw
S/N: 1162

Supacut 50" Vertical Bandsaw
S/N: 1213

Valle Foam [ndustries (1995) Inc. - Asset Listing - Schedule C

9of13



January 2012

Valle Foam Industries (1995) Inc.
11 Finley Road, Brampton, Ontario L6T 1B1

ITEM #

11)

12)

13)

14)

15)

QTy.

Lot

ITEM DESCRIPTION
Edge Saw "E2" Vertical Bandsaw
S/N: 1248

McNeil Femco "B-30-114-125-40" Vertical Bandsaw
S/N: 6795-74

National "HY60A" Vertical Hydraulic Baler
S/N: 1-686

Miscellaneous Production Machinery
{not in service)

Fox "Series 7" Auto Pallet Wrapper
S/N: TRT-08060430 (not in service)

Valle Foam Industries {1993) Ine. - Asset Listing - Schedule C
100f 13



January 2012

Valle Foam Industries (1995) Inc.
170 Glidden Road, Brampton, Ontario L6W 3L2

ITEM # QTY. ITEM DESCRIPTION

1) 1 2004 Edge-Sweets "G-60" Vertical Bandsaw
S/N: E-3789
2) 1 2003 Edge-Sweets "HT-51-88 UBA" Horizontal Bandsaw
SIN; E-3657
3) 1 Edge Saw "Model 80" 4-Head Dual Knife Slitter
S/N: 4045
4) 1 84" Dual Knife Vertical Bandsaw
5) Lot Miscellaneous Factory Support Equipment
+ Roller Conveyor
» Mezzanine

» Pedestal Fans

» Foam Clamp Carriers

* Shop Vacuums

* Security Man Lift Cage

= Factory Trucks

* Motorized Conveyor

» Open Side Spray Booths
* Hydraulic Scissor Lift Tables
» Hydraulic Pallet Trucks

» Hand Trucks

» Layout Tabies

- Manual Cutters

» Pinch Rolls

+ Stencil Machines

+ Beamn Scale

« Dock Plates

B8) 1 Edge-Sweets 84" Horizontal Bandsaw

7} 1 1998 Edge-Sweets "72-108" Peeler
S/N: 6281

8) 1 Edge-Sweets "72-108" Peeler

9) 1 Supacut 48" Vertical Bandsaw

Valle Foam Industries (1993} [nc. - Asset Listing - Schedule D
11 of13



Valle Foam Industries (1295} Inc.

170 Glidden Road, Brampton, Ontario L6V 3L2

January 2012

ITEM #

10}

11)

12)
13)

14)

15)
16)
17)
18)

18)

20}

21)

22)

23)

24)

25)

26)

27)

QTy.

1

1

ITEM DESCRIPTION
Fecken-Kirfel 80" Roll Type Convolute Cutting Machine

Max-Pak "HCE-4860-FOAM" Automatic Horizontal Baler
S/N: 07024866

Hydraulic Vertical Baler
48" Vertical Bandsaw

1982 Fecken-Kirfel "V-IC" Vertical Bandsaw
S/N: M181

Compair "128 Hydrovane” Rotary Screw Compressor
Compair Air Dryer

Baumer Horizontal Contour Cutting Bandsaw

McNeil & Femco "Stackmaster” Horizontal Bandsaws

Krauss & Reickert "RBMR-98" Vertical Bandsaw
S/N: 198176

1982 Fecken-Kirfel "Vil-A" Vertical Bandsaw
SN M-187

48" Vertical Bandsaw

Fecken-Kirfel "V-24" Vertical Bandsaw
S/N: M-5210 (not in service)

1971 Fecken-Kirfel "V-11" Vertical Bandsaw
S/N: M4414

Dynacut 48" Vertical Bandsaw

1996 Edge-Sweets "A-2" Vertical Bandsaw
SIN; 2818

Husky "PRO™ 5 HP Tank Mount Air Compreassor

Supacut 48" Vertical Bandsaw '

Valle Foam Industries (1995} Ine. - Asset Listing - Schedule D
12of13



January 2012

Valle Foam Industries (1995) Inc.
170 Glidden Road, Brampton, Ontario L6W 3L2

ITEM # QTY. ITEM DESCRIPTION

28) 1 1977 McNeil Femco "B30-114-125-40" Vertical Bandsaw
S/N: 7269

29) 2 40" Horizantal Bandsaws
w/ Mctorized Return Conveyors

30) 1 Samco "Series 70" Hydrauliic Die Cutter

31) 1 20" Vertical Bandsaw

{not in service)

32) 1 48" Blade Buffer

Valle Foam Industries ([995) Inc. - Asset Listing - Schedule D
130f 13



SCHEDULE “B’

INTELLECTUAL PROPERTY

BioPlush foams
Green Urethanes
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SCHEDULE *“C”

ALLOCATION OF PURCHASE PRICE

INVENTORY §$1,000,000.00 (SUBJECT TO ADJUSTMENT)

ALL OTHER PURCHASED ASSETS $525,000.00



]
(W]

SCHEDULE “D”

CONDITIONS OF SALE

SEE ATTACHED



CONDITIONS OF SALE

The vendors are Valle Foam Industries (1995) Inc. (“Valle Foam™), Domfoam
International Inc. (“Domfoam™) and A-Z Sponge & Foam Products Ltd. (“A-Z") (each a
“Vendor” and collectively, the “Vendors™). In connection with the sale process (the
“Sale Process”) undertaken by the Vendors with respect to the Property (as defined
below) and with any and all matters arising under or in connection with these Conditions
of Sale, Deloitte & Touche Inc. acts solely in its capacity as the Court-appointed Monitor
(the “Monitor”) in the Companies’ Creditors Arrangement Act (Canada) proceeding

involving the Vendors bearing Court File No. CV-12-9545-00CL.

Pursuant to these Conditions of Sale, the Vendors are inviting offers to purchase all of the
assets, properties and undertakings of each of Valle Foamn (the “Valle Foam Property™),
Domfoam (the “Domfoam Property”) and A-Z (the “A-Z Property”). Each of the
Valle Foam Property, Domfoam Property and A-Z Property (collectively, the

“Property”) comprises a separate parcel (each, a “Parcel”) of the Property.

The Vendors with the assistance of the Monifor have prepared a flyer identifying the
opportunity to purchase the Property (the “Flyer”). All information contained in the
Flyer, including without limitation, any description of the Property, has been prepared
solely for the convenience of the party submitting an offer (each, an “Offer™) to purchase
some or all of the Property (each, an “Offeror”) and is not warranted to be complete or

accurate and does not form part of these Conditions of Sale.

Each of the Vendors may carry on its business prior to closing and the quantity of

inventory included in each Parcel may be reduced during such period. The inventory



included in each Parcel will be that on hand and available on the Closing Date (as defined

below) of any Approved Sale Agreement (as defined below).

Offers may be submitted for individual Parcels or en bloc, provided that en bloc Offers
must stipulate a separate price for each Parcel. Offers submitted for more than one Parcel
will be considered as a separate Offer for each Parcel unless the Offeror specifically
states that the acceptance of one Parcel is conditional upon the acceptance of one or more

other Parcels.

Sealed Offer marked "Offer — [name of Vendor as applicable: Valle Foam Industries
(1995) Imc./Domfoam International Iﬂc./A—Z Sponge & Foam Products Ltd.]” shall
be delivered or mailed postage prepaid to Deloitte & Touche Inc., 181 Bay Street,
Brookfield Place, Suite 1400, Toronto, Ontaric, MS5J 2V1, to the attention of Catherine
Hrnistow. All Offers must be received by Deloitte & Touche Inc. by 12:00 p.m. Eastern
Standard Time on February 22, 2012 (the “Offer Date”). The Vendors reserve the right
to extend the Offer Date with respect to same or all of the Property at any time for any

reason.

Every Otfer submitted should be in the Form of Offer attached hereto. Offers received
by the Vendors which are not in such form may be rejected. Offers shall be opened by
the Vendors in the presence of, and reviewed with, representatives of the Monitor. No
Offeror or creditor of the Vendors shall be entitled to be present for the opening of

Offers,

The Vendors shall have no obligation, at law or in equity or otherwise, to any Offeror or

any other person or party, to:



(a) consider any Offer which:

@ specifies a purchase price as an amount or percentage in excess of any
other Offer or otherwise as a function of the purchase price offered by any

other Offeror;
(i) has not been fully completed and duly executed;
(iii)  is not accompanied by the Deposit (as defined below) required hereunder;

(iv)  has not been delivered to and received at the offices of the Monitor as

required hereunder; or

(b) negotiate with any Offeror after the Offer Date with respect to any provision of

the Offer or request or agree to any changes therein,

but nothing in these Conditions of Sale shall preclude any of the Vendors from taking any
of the foregoing steps if, in its sole and unfettered discretion but with the consent of the
Monitor, the applicable Vendor believes that it is in its best interests to do so; however
the taking of any such step shall not constitute a waiver by that Vendor of the provisions
of this paragraph or an obligation on the part of that Vendor or any of the other Vendors
to take any further or other steps referred to above with the same or any other Offeror.
The Vendors will be under no obligation to negotiate identical terms with, or extend

identical terms to, each Offeror.

Each Offeror shall, with its Offer, deliver to the Vendor of that part of the Property

subject to the Offer the following:



(2)

(b)

(©)

(@

an amount equal to 10% of the purchase price specified in the Offer which shall
be held in a non-interest bearing account by the Monitor. If the Offer is accepted
by the Vendor said cheque shall be deemed to be a cash deposit (the “Deposit™)
against the aggregate offered purchase price (the “Purchase Price”) and, subject
to Court approval of the Offer, the Offeror (hereinafter called the "Purchaser”)
under an Approved Sale Agreement (as defined below) shall pay the balance of
the Purchase Price to the Monitor, in cash, wire transfer or by bank draft issued by
a schedule 1 Canadian chartered bank on the closing date of the transaction under

the Approved Sale Agreement;

an executed copy of the ternplate agreement of purchase and sale prepared by the
Vendor (“Template Sale Agreement”), amended to reflect that part of the
Property subject to the Offer (the Template Sale Agreement as amended, the
“Of{eror Sale Agreement”) and any other matters specific to the Offer, which
shall be binding and irrevocable until March 6, 2012. The Vendors require each
Offeror to include in its Offeror Sale Agreement transitional provisions regarding
the proposed transfer of the Purchased Assets (defined below) to the Offeror
including, without limitation, any employees of the Vendors to be hired by the

Offeror, assumption of existing contracts and prepaid expenses;

a comparison of the Template Sale Agreement to the executed and amended

Offeror Sale Agreement;

a representation of the Offeror and written evidence of available cash and/or a
commitment for financing to evidence the Offeror’s ability to close the proposed

transaction as the Vendor may reasonably request;



10.

11.

(e) a copy of a board resolution or similar document demonstrating authority to make
an irrevocable Offer and to execute the transaction contemplated by the Offeror

Sale Agreement; and

) disclosure of the identity of each entity (including its ultimate shareholders) that

has submitted the Offer.

Following the Offer Date, each of the Vendors specifically reserves its right to negotiate
with any Offeror with respect to any provision of its Offer or to request or agree to any
changes in any such Offer. The Vendors may choose to take such steps with respect to
one or more Offers but the Vendors shall have no obligation to negotiate identical terms
with, or extend identical terms to, each Offeror. Each of the Vendors reserves its right to
request some, but not all, Offerors to submit a revised Offer reflecting improved terms or
other amendments requested by the Vendor. Each of the Vendors will be under no
obligation to provide to each Offeror the opportunity to improve the terms of any Offer

submitted to the Vendor following the Offer Date.

If a Vendor accepts an Offer end the subject Offeror Sale Agreement, the Vendor shall
seek an order of the Court (the “Approval and Vesting Order™) approving such Offeror
Sale Agreement and vesting title to the Purchased Assets (as defined below) in and to the
Purchaser upon closing of the transaction under the Offeror Sale Agreement free and
clear of all claims, liabilities and encumbrances. Any Offeror Sale Agreement accepted
by the Vendor and approved by the Court is referred to hereafter as an “Approved Sale

Agreement”,
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14.

If a Vendor accepts an Offer but the terms of that Offer or the Offeror Sale Agreement
are not approved by the Court or if the Court declines to issue the Approval and Vesting
Order, then the Vendor may, in its sole and unfettered discretion, terminate the proposed
transaction and any Offeror Sale Agreement accepted by the Vendor, whereupon the
Deposit shall forthwith be returned to the Offeror without credit for any accrued interest
thereon and the Vendor may then accept any other Offer to purchase that part of the

Property subject to the terminated Offeror Sale Agreement.

Notwithstanding any other provision contained in these Conditions of Sale, nothing
herein shall constitute an assignment or attempted assignment of any of the Property
subject to an Approved Sale Agreement (“Purchased Assets™) which is not assignable
without the consent of any person if such consent is not obtained by the Purchaser. It
shall be the Purchaser’s sole responsibility to obtain, at its own expense, any consents,
approvals or any further documentation or assurances which may be required to carry out
the terms of the sale of the Purchased Assets, inciuding, without limitation, any approvals
with respect to the assignment of any of the Purchased Assets not assignable without the
consent or action of a third party or parties. Specifically, and without limiting the
generality of the foregoing, by submitting an Offer, an Offeror acknowledges that it has
conducted its own investigations with respect to any licences, approvals or third party
consents which are necessary to purchase any of the Property or to carry on any business

or any other activity utilizing or in connection with any of the Property.

Bank drafts accompanying Offers that are not accepted will be returned to the Offeror by

registered mail addressed to the Offeror at the address set out in its Offer or made



15.

16.

17.

available for pick up not later than fourteen days following the opening of Offers unless

otherwise arranged with the Offeror.

The closing of each Approved Sale Agreement shall take place at the office of the
Vendors’ solicitors Minden Gross LLP, 145 King Street West, Suite 2200, Toronto,
Ontario, MSH 4G2, at 11:00 a.m. on or before the 45" day after approval by the Court of
the Approved Sale Agreement accepted by the Vendor (the “Closing Date™) or such

other date as the Vendor and the Purchaser may agree.

Upon closing of the sale of the Purchased Assets contemplated by the Approved Sale
Agreement, (the “Closing™), the Purchaser shall be entitled, upon receipt by the Monitor
of the Purchase Price, to possession of the Purchased Assets and to such bills of sale or
assignments as may be considered necessary by the Vendor to convey the Purchased
Assets to the Purchaser provided that the Purchaser shall remain liable under the
Approved Sale Agreement. Any such deeds, bills of sale or assignments shall contain
only a release of the Vendor's interest in the Purchased Assets and shall not contain any

covenants.
The Purchaser shall pay on closing in addition to the Purchase Price:

(a) all applicable federal and provincial taxes;

(b) costs, if any, of dismantling or removing the Purchased Assets from their present

location and restoring such location to a neat and clean condition;

(c) the cost of repairing any damage caused by dismantling or removal of the

Purchased Assets from their present location; and
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20.

@ the costs of obtaining mechanical fitness certificates, if necessary, for any motor

vehicle(s).

The Purchaser shall assume at the Purchaser's cost complete responsibility for
compliance with all laws, municipal, provincial or federal in so far as same apply to the

Purchased Assets and the use thereof by the Purchaser.

The Vendors shall not be required to produce any abstract of title, title deed, or
documents or copies thereof or any evidence as to title, other than those in their

possession.

Prior to the Closing, the Purchased Assets shall be and remain in the possession of and at
the risk of the applicable Vendor and each Vendor will hold all policies of insurance
effected thereon and the proceeds thereof in trust for the Vendor and the Purchaser as
their respective interests may appear. After Closing, the Purchased Assets shall be at the
risk of the Purchaser. In the event of “substantial damage” to the Purchased Assets
occurring on or before Closing, the Purchaser may either have the proceeds of the
mmsurance and complete the Approved Sale Agreement or may cancel such Approved Sale
Agreement and have all monies paid thereunder, retumed without interest, costs or
compensation of any kind whatsoever. Where any damage is not substantial, the
Purchaser shall be obliged to complete the purchase and shall be entitled to the proceeds
of insurance referable to such damage, but not to any other costs or compensation
whatsoever. For the purpose of this paragraph, “substantial damage™ to the Purchased
Assets means damage which renders unusable at least 50% by value of the Purchased

Agssets,
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24,

All adjustments of such taxes and other items as are specified herein will be made as of
Closing under the Approved Sale Agreement. The Purchaser shall arrange its own

insurance and there shall be no adjustment of insurance.

No adjustments will be allowed by either the applicable Vendor or the Purchaser for
changes in the condition or quantity of any of the Property comprising the Purchased
Assets. The applicable Vendor shall remain in possession of the Purchased Assets until
the Purchase Price therefor has been paid in full. The Purchaser will take possession of

the Purchased Assets at Closing.

If the Purchaser fails to comply with the Approved Sale Agreement, the Purchaser's
Deposit shall be forfeited to the applicable Vendor and the Purchased Assets may be
resold by the Vendor and the Purchaser shall pay to the Vendor (i) an amount equal to the
amount, if any, by which the Purchase Price under the Approved Sale Agreement exceeds
the net purchase price received by the Vendor pursuant to such resale, and (ii) an amount
equal to all costs and expenses incurred by the Vendor in respect of or occasioned by the

Purchaser's failure to comply with the Approved Sale Agreement.

By submitting an Offer, a Purchaser acknowledges that it has inspected the Purchased
Assets and that the Purchased Assets are sold on an "as is, where is” basis at the time of
Closing and that no representation, warranty or condition is expressed or implied as to
existence, title, description, fitness for purpose, merchantability, quantity, conditions or
quality thereof or in respect of any other matter or thing whatsoever. Each Purchaser
acknowledges that the Vendor is not required to inspect or count, or provide any

inspection or counting, of the Purchased Assets or any part thereof and each Purchaser
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26.

27.

28.

10

shall be deemed, at its own expense, to have relied entirely on its own inspection and
investigation, It shall be the Purchaser's sole responsibility fo obtain, at ifs own expense,
any consenfs to such transfer and any further documents or assurances which are
necessary or desirable in the circumstances. Without limiting the generality of the
foregoing, any and all conditions, warranties and representations expressed or immplied
pursuant to the Sale of Goods Act (Ontario) do not apply to the sale of the Purchased

Assets and have been waived by the Purchaser.

Deloitte & Touche Inc. acts solely in its capacity as the Court-appointed Monitor of the
Vendors in the proceeding bearing Court file no. CV-12-9545-00CL and shall have no
personal or corporate liability hereunder, under the Sale Process or under any Offer,

Offeror Sale Agreement or Approved Sale Agreement.
The highest or any Offer will not necessarily be accepted.

The acceptance of any Offer and any Offeror Sale Agreement entered into by the
applicable Vendor shall be subject to the condition that the sale and the terms thereof be

approved by the Court.

No Offeror shall be at liberty to withdraw, vary or countermand an Offer once received

by the Vendor. Each Offer shall be irrevocable until March 6, 2012

Each of the Vendors, at its sole discretion, may waive or vary any or all of the terms and
conditions hereof as such relates to its Property. The terms and conditions contained

herein shall not merge on the Closing of the transaction contemplated by any Approved



31.

32

1

Sale Agreement but shall survive such closing and remain in full force and effect and be

binding on the Purchaser thereafter.

These Conditions of Sale and the validity and interpretation of any Offer, Offeror Sale
Agreement or Approved Sale Agreement shall be governed by the laws of Ontario, and
such agreement shall enure to the benefit of and be binding upon the parties thereto, and

their respective heirs, executors, administrators, successors or assigns as the case may be.

The submission of an Offer by a resident of the province of Quebec shall be deemed to
constitute the declaration and acknowledgement by the Offeror that it has requested the
Conditions of Sale, the form of the Offer referred to herein, any Offeror Sale Agreement
and all other documentation relating to its Offer and to the acceptance thereof to be

drawn up in the English language only.

All stipulations as to time are strictly of the essence.

Any offer of documents or money hereunder may be made upon the Vendor, the Monitor
or the Purchaser, or their respective solicitors. Money may be paid by wire transfer or

bank draft issued by a schedule 1 Canadian chartered bank or trust company.

The obligations of the applicable Vendor to complete an Approved Sale Agreement shall
be relieved if, on or before the Closing of such sale, the Order of the Court approving the
subject Approved Sale Agreement is subject to appeal or if any of the Purchased Assets
subject to the sale have been removed from the control of the Vendor by any means or
process, whereupon the only obligation of the Vendor shall be to return the applicable

Deposit, without interest, costs or compensation.



33.
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The Vendors shall not be bound to sell any of the Property until the applicable Vendor is
authorized by the Court to accept and enter into an Approved Sale Agreement. The
Vendors reserve the right to enter into one or more agreements to sell any or all of the
Property at any time prior to the Offer Date or an arrangement to the contrary and to
withdraw any or all of the Property from the invitation for offers to purchase such
Property. If a Vendor enters into an agreement to sell any of the Property prior to the
Offer Date, then the Monitor shall promptly advise any party which has received a Flyer
with respect to the Property subject to such agreement that such Property is no longer

available to be purchased.



EXHIBIT “C”



ASSET PURCHASE AGREEMENT

Made as of the 8" day of March, 2012

Between

4037057 CANADA INC.

-and -

DOMIFOAM INTERNATIONAL INC.




ASSET PURCHASE AGREEMENT

This Agreement is made as of the 8" day of March, 2012,

BETWEEN:
4037057 CANADA INC., a corporation existing under the laws of Canada
(hereinafter referred (o as the "Purchaser™)
-and -
DOMFOAN INTERNATIONAL INC., a corporalion existing under the laws
of Canada
(hereinafter referred to as the "Vendor™)
RECITALS

A. The Vendor carries on the Business and is willing to sell the Purchased Assets to the Purchaser;

B. The Vendor has commenced proceedings in the Ontario Superior Court of Justice of the judicial
district of Toronto (the “CCAA Courxt™) under the Companies’ Creditors Arrangement 4ct (Canada)
(the “CCAA™) pursuant to which, among other things, Deloitte has been appointed as the monitor (the
“Ionitor™) ; and

C. The Vendor has agreed to sell and transfer and assign to the Purchaser and, subject to the issuance of
the Approval Vesting Order, the Purchaser has agreed to purchase from the Vendor, subject to the
conditions contained herein, all of the Vendor’s interest in and to the Purchased Assets;

NOW THEREFORE this Agreement witnesses that in consideration of the mutual covenants and

agreements contained herein, and for other good and valuable consideration, the receipt and sufficiency of

which are acknowledged by each party to the other, the parties agree as follows:

Section 1 — INTERPRETATION

1.1 Definitions

In this Agreement:

(a) "Agreement" means this asset purchase agreement;
()] "Allocation of Purchase Price" has the meaning set out in Section 2.12;
{c) "Approval and Vesting Order" means an Order of the CCAA Court, in form and content

satisfactory to both the Purchaser and the Vendor, acting reasonably, which approves the

DOCS1-#1862900-vS-Momeraniz_Domfsain_APA (23.00C Page 2 of 2
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Vendor entering into this Agreement and the Transactions contemplated hereunder and
and vesting the Purchased Assets in the Purchaser free and clear of all liens, charges,
pledges, security interests and other encumbrances;

"Assigned Contracts” has the meaning set out in Section 2.3;
"Assumed Employees” has the meaning set out in Section 2.5;
"Assumed Obligations" has the meaning set out in Section 2.6;
"BASF Recejvables" has the meaning set out in Section 2.9;

"Books and Records" means all books and records and the data contained therein,
whether in paper or electronic form, in the possession of the Vendor relating to the
Purchased Assets or the Assumed Obligatiens (other than accounting records and books
and records required by applicable law to be retained by the Vendor, copies of which shaii
be provided te the Purchaser at the Vendor’s cost), including all policies, plans, audit
reports, all perscnnel, employment, payroll and training records relating te the Assumed
Employees, customer lists, Customer Contracts, sales records, price lists, and all other
related files, records and information in the possession of the Vendor relating to the
FPurchased Assets or the Assumed Obligations, but, for certainty, not including (i) such
books, records and data relating to any of the Excluded Assets or the Excluded
Obligations or (ii) the corporate minute books of the Vendor or any of its Subsidiaries;

"Business" means collectively the business, affairs and operations of the Vendor, which
for greater certainty, excludes the Subsidiaries businesses; the Vendor is in the business of
manufacturing and selling polyurethane foam in Canada and, to a minimum extent, in the
Urited States of America, for the bedding, carpet underlay, furniture and industrial
industries;

"Business Day” means a day on which banks are open for business in the City of Toronto
but does not include a Saturday, Sunday or statutory holiday in the Provinece of Ontario;

"CCAA" has the meaning set out in the recitals hereof;
"CCAA Court" has the meaning set out in the recitals hereof;
"Closing" means the successful completion of the Transaction;

"Closing Date" means March 26", 2012 or such other date as the parties may agree to in
writing;
"Countracts” means the agreements as described in Schedule 1.1(m), as the same mazay be

medified by the Purchaser from time to time pursuant to Section 2.8;

"Customer Contracts' means the Vendor’s contracts, agreements, instruments and other
legally binding commitments or arrangements, written or oral, concerning the provision of
services by the Vendor to its customers including but not limited to these contracts listed
in Schedule 1.1{n) attached hereto;

"Deposit” has the meaning set cut in Section 2.11(a);

DOCS 1-#(862900-v8-Parscrantz_Domfoam_APA (2).00C i Page3 of 3
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"DIP Financing" has the meaning set out in Section 5.1(n);
"Tmaijl" has the meaning set out in Section 7.4;

"Equipment” means all of the Vendor’s equipment (including the Vendor’s computer and
computer accessories), office equipment, furniture, fixtures, furnishings and supplies of
all kinds in the pessession or control of the Vendor on the Clesing Date, whether owned
by the Vendor or in which the Vendor has an interest pursuant to an equipment operating
lease or a securily agreement;

"Equipment Operating Leases" means all operating leases of equipment or other
perscnal property used by the Vendor as a lessee or under which the Vendor has rights as
lessee and listed on Schedule 1.1{r.1) attached hereto;

"ETA" means the Excise Tax Act (Canada);

"Excluded Assets" has the meaning set cut in Section 2.2;
"Iixcluded Employees" has the meaning set out in Section 2.5;
"Excluded Obligations" has the meaning set out in Section 2.7;

“Initial Order" means the Order of the CCAA Court obtained on January 12, 2012 in the
CCAA Court file no. CV-12-9545-00CL;

"Intellectual Property” means the following intellectual property:

i all designs, graphics, slogans and other commercial symbols and all registrations
and applications therefor;

(ii) all patents, patent rights (including divisions, reissues, renewals, re-examinations,
continuations, contiruations in part and extensions) and all applications therafor;

(i)  all copyrights, writings and other copyrightable works of authorship, including
camputer programs, databases and documentation therefor, infegrated cirenit
topographies, industrial designs and other industrial property rights and ail
applications and registrations therefor and all renewals or extensions of such
applications and registrations;

{iv) all proprietary and non-public business information, including know-how, trade
secrets, improvements, concepts, ideas, technical data, drawings, specifications
therefor, business methodologies and processes, confidential information and any
licensed property or technology; and

{v) all goodwill and trademarks in whatever format, including without Emitation,
registered and unregistered trademarks, trade names, brand names, service marks,
logos, copyrights, certification marks, drawings, permits, internet and electronic
email addresses, URLs, telephone, telex and facsimile numbers, content of
websites and domain names related to or connected with the business carried on
by the Vendor, all related software and electronic code to the extent assignable
and other similar intellectual property or intangibles of the Vendor:
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"Interim Period" means the period between the date of acceptance of this Agreement by
the Vendor and the Closing Date;

"Leased Premises” means the premises leased and occupied by the Vendor at:

6] 8735 Langelier Blvd., (Saint-Leonard) Montreal, Québec, H1P 2C9;

{ii) 5675 Des Grandes-Prairies Blvd,, (Saint-Leonard) Montreal, Québec, H1R 1B3;
(iii) 7525 Henri Bourassa East, Montreal, Québec, HIE 1N9:;

deleted;

"Monitor" has the meaning set out in the Recitals;

"Objection Notice" has the meaning set out in Section 2.10;

"Offer Date Inventory Value" has the meaning set out in Section 2.9;

"Offer Date Receivable Value" has the meaning set out in Section 2.9;

"Order” means any order, directive, judgment, decree, award or writ of any tribunal;
"Purchase Price" has the meaning set out in Section 2.9;

"Purchased Assefs" means the riglt, title and interest of the Vendor in and to the assets
deseribed in Schedule 1.1(hh), provided that the Purchased Assets shall not include any
Excluded Assets;

"Purchased Inventories” has the meaning set out in Section 2.9;

"Purchased Receivables" has the meaning set out in Section 2.9;

"Purchased Working Capital" has the meaning set out in Section 2.10;

"QSTA" means an Act respecting the Quebec Sales Tax.

Withdrawn;

"Schedules” means any and all schedules referred to in this Agreement and attached
thereto;

"Subsidiary(ies)" means each of (i} Valle Foam Industries (1995) Inc. having its
registered office at 4 West Drive, Brampton (Ontario) L6T 2H7, and (ii} A-Z Sponge &
Foam Products Ltd. having its registered office at 811 Cundy Ave., Annacis Island, Delta
(British Columbia) V3M 5P6. Those corporations being referred to individually as a
“Subsidiary” and collectively as “Subsidiaries”;

"Taxes" has the meaning set out in Section 2.13;

"Tax Return" means a report, return or other information or form required to be supplied
to a governmental entity with respect to any Taxes;
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{rr) "Time of Closing” means 2:00 p.m. (Toronto Time) on the Closing Date or such other
time on the Closing Date as the parties may mutuaily agree;

(s} “Fransaction" means the transaction of purchase, sale, assignment and assumption
contemplated by this Agreement;

(tt) "Unionized Employees" has the meaning set cut in Section 2.5; and

(uu)  "Vendor’s Intellectual Property " means all Intellectual Property used by the Vendor as
at the Closing Date, including any Intellectual Property listed in Schedule 1.1¢uw)
attached hereto.

1.2 Interpretation Not Affected by Headings, etc.

The division of this Agreement into sections and the insertion of headings are for convenience of
reference only and shall not affect the construction or interpretation of this Agreement. The terms "this
Agreement", "hereof”, "herein" and "hereunder" and similar expressions refer to this Agresment and not to
any particular section hereof.

1.3 Extended Meanings
Words importing the singular include the plural and vice versa, words importing gender include
all genders and words importing persons include individuals, partnerships, associations, trusts,

unincorporated organizations, corporations and governmental authorities. The term “including” means
"including, without limitation," and such terms as "includes" have similar meanings.

[Section 1.4 follows on next page]
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1.4
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Schedules

The following schedules are incorporated in and form part of this Agreement:

Schiednle 1.1(m)
Schedule 1.1(0)
Schedule 1.1(r.1)
Schedule 1.1¢hh)
Schedule 1.1(uu)
Schedule 2.2
Schedule 2.6
Schedule 2.9(A)
Schedule 2.9(B)
Schedule 2.9(E)
Schedule 4.1(c)
Schedule 5.1(0)

Contracts

Customer Contracts
Equipment Operating Leases
Purchased Assets

Vendor’s Intellectual Property
Excluded Assets

Assumed Obligations
Purchased Receivables
Purchased Inventories

Excess rebates to customers
Confidentiality Agreement
List of assets to be acquired from Valle Foam Industries (1995) Inc.

[Section 2 follows on next page]
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Section 2 — SALE AND PURCHASE AND ASSIGNMENT
2.1 Sale and Purchase of Assets

Subject to the terms and conditions hereof, the Vendor shall sell to the Purchaser and the
Purchaser shall purchase from the Vendor the Purchased Assets on the Closing Date. The Purchaser
acknowledges that it is not purchasing any other property or assets of the Vendor other than the Purchased
Assets. The Purchaser acknowledges and agrees that this Agresment contains a condition (not capable of
waiver) that, pricr to the Closing, the Vendor shall have obtained the Approval and Vesting Order, as
provided in this Agreement. If the Vendor shall not have obtained the Approval and Vesting Order after
making application for the same, this Agreement shall automatically terminate without any further action
on the part of any of the Vendor or the Purchaser and neither party hereto shall be under any further
obligation to the others to complete the Transections and each party hereto shall be released immediately
of all of its obligations hereunder, other than as set forth in Sections 6.6(b) (return of the Deposit), 4.1(c )
(Confidentiality Agreement) and 7.3 {Cost and Expenses).

2.2 Excluded Assets

The Purchased Assets shall not include (i) any assets of the Vendor other than the Purchased
Assets or (11) those assets of the Vendor that are listed or described in Schedule 2.2 on the date hereof and
those assets of the Vendor which are added to such Schedule 2.2 by the Purchaser during the Interim
Period (collectively, the "Excluded Assets"). If any of the Excluded Assets or any proceeds in respect
thereof shall at any time come into the possession of or under the control of the Purchaser or any of its
employees, officers or agents, such assets and proceeds shall be held by the Purchaser in trust for the
benefit of the Vendor. Within fifteen (15) Business Days from the date on which the Purchaser, or any of
its employees, officers or agents, comes into possession of or obtains control over any of such assets or
proceeds, as applicable, the Purchaser shall (a) by notice in writing delivered to the Vendor and the
Monitor in accordance with the provisions hereof, so advise the Vendor and the Monitor, and (b) forthwith
account and deliver over to the Vendor or the Monitor any such assets or proceeds, less any reasonable
costs incurred by the Purchaser in executing said obligations.

23 Assignment and Assumption of Contracts

Subject to the conditions and terms hereof, the Vendor and the Purchaser agree to work
cooperatively and to use their commercial best efforts to obtain the consents or approvals to the
assignment of the Customer Contracts and the Contracts or any other contract that the Purchaser may
require to be added to Schedule 1.1(m) during the Interim Period (collectively the “Assigned Contracts),
as requested by the Purchaser acting reasonably, on terms and cenditions satisfactory to the Purchaser.
Except for any administration fee required to be paid to the person whose consent or appraval has been
requested in respect of any such Assigned Contract, the Vendor shall not be required to pay any ameunt or
fee whatsoever in connection with the Vendor’s covenant to attempt to obtain such consent or approval for
such Assigned Contracts. The Purchaser agrees to supply all such information to the Vendor and the
person whose consent or approval has been requested (including, without limitation, credit and financial
information) as may be reasonably requested by the Vendor or the person whose consent or approval has
been requested and to otherwise cooperate, acting reasonably, with the Vendor and the person whose
consent or approval has been requested in connection with the foregoing. Notwithstanding any other
provision of this Agreement, the failure of the Vendor or the Purchaser to have obtained any such consents
or approvals requested by the Purchaser shall not entitle the Purchaser to terminate this Agresment or
reduce the Purchase Price and shall not operate to release the Purchaser frem any of its obligations
hereunder. '
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To the extent the assignment of any of the Assigned Contracts assigned to the Purchaser pursuant
to the provisions hereof shall require the consent or approval of any person and such consent or appraval
is not obtained at or prior to the Time of Closing, this Agreement shali not constitute a contract to assign
such Assigned Contract if an attempted assignment would constitute a breach thereof. The Vendor shall
co-operate with the Purchaser in any reasonable arrangement designed to provide the Purchaser with the
benefit of such Assigned Contract including enforcement of any and all rights of the Vendor (if any)
against the other party thereto arising out of any breach or cancellation thereof by such party or otherwise,
Nothing contained herein shall be construed to negate or diminish, as between the Vendor and the
Purchaser, the Vendor’s covenants and obligations to transfer and deliver to the Purchaser the Purchased
Assets as provided in this Agreement,

24 "As is, Where is"

The Purchaser acknowledges that the Vendor is selling and the Purchaser is purchasing the
Purchased Assets on an "as is, where is" basis as they shall exist on the Closing Date. The Purchaser
further acknowledges that it has entered into this Agreement on the basis that the Vendor does not
guaraniee title to the Purchased Assets and that the Purchaser has conducted such inspections of the
condition of and the title to the Purchased Assets as it has deemed appropriate and has satisfied itself with
regard to these matters. Without limiting the generality of the foregoing, the Purchaser acknowledges that
there are no representations, warranties, terms, conditions, undertakings or collateral agreements, express
or implied, statutory or otherwise, with respect to the Purchased Assets or with respect to any other matter
or thing whatsoever except as otherwise expressly stated herein, including as to existence, title,
encumbrances, description, fitness for purpose and merchantability concerning the Purchased Assets. The
description of the Purchased Assets contained in the Schedule 1.1(hh) is for the purpose of identification
only. The Purchased Assets are being purchased as they exist at execution hereof and, except as provided
in Section 2.10, no adjustment will be allowed to the Purchaser for any change in condition, value, or
quality of the Purchased Assets.

2.5 Employees

The Vendor shall provide to the Purchaser within five (3) Business Days of the acceptance of this
Agreement a list of the names of the individvals of the Vendor that are full-time, part-time or casual
employees or individuals engaged on contract to provide services to the Vendor together with all
recruitment agencies’ employees actually working for the Vendor. The Purchaser agrees that it shall offer
employment to (i} all the unionized employees employed by the Vendor (the "Unionized Employees")
and (ii) substantially all other employees of the Vendor other than those employees or individuals that the
Purchaser has identified in writing to the Vendor ("the "Excluded Employees"), and in any event at least
60% of the non-unionized employees, five (5) Business Days prior to the Closing Date (the Unionized
Employees and such other employee or individual who accepts the Purchaser's offer, the "Assumed
Employees"), eifective as at the Time of Closing, on terms and conditions of employment as may be
agreed between the Purchaser and the Assumed Employees (except in the case of the Unionized
Employees whose employment terms shall be governed by the applicable collective bargaining
agreement). Until the Closing Date, the Vendor shall be responsible for all wages, outstanding claims for
severance prior to the Closing Date, workers compensation contributions, any amount owed under the Pay
Equity Aet (R.8.Q., chapter E-12.001) and any regulation adopted under such Act, and other remuneration
and benefits as may be payable, or related, to the employees of the Vendor. It is expressly understood that
the Vendor shall not be responsible for any accrued vacaction which may be owing to the Assumed
Employees at or before the Time of Closing.  After the Closing Date, the Vendor shall remain responsible
for all such amounts payable, or related to, the Excluded Employees.
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2.6 Assumed Obligations

In connection with the acquisition of the Purchased Assets, the following obligations and
Liabilities ("Assumed Obligations") shall be assumed by the Purchaser as of the Time of Closing:

(a) all obligations related to the Assumed Employees for the period beginning immediately
after the Time of Closing;

(3)] all obligations and labilitics of the Vendor as of the Time of Closing under the Customer
Contracts and the Contracts;

(c) all obligations and liabilities in connection with the Purchased Assets and related to the
period after the Time of Closing;

(d) such other liabilities as the Purchaser advises the Vender prier to the Time of Closing that
the Purchaser will assume;

{e) those obligations listed on Schedule 2.6 hereto;

(D) all obligation related to the Assumed Employees for any outstanding accrued vacation pay
outstanding as at the Time of Closing.

The Purchaser shall indemnify and hold harmless the Vendor with respect to any claim which
may, from time to time, be asserted against the Vendor relating to the Assumed Obligations afier the Time
of Closing and from any and all costs (including all reasonable legal costs on a solicitor and its own ciient
basis), actions, losses, claims, damages and liabilities whatscever which the Vendor may suffer or incur by
virlue of the failure of the Purchaser to pay, perform and discharge the Assumed Obligations.

2.7 Exchided Obligations

Other than the Assumed Obligations, the Purchaser shall not assume and shall not be liable for
any other liabilities or obligations of the Vendor (the "Excluded Obligations").

2.8 Purchaser’s Right to Exclude

Notwithstanding anything to the contrary in this Agreement, the Purchaser may, at its option,
exclude any of the Purchased Assets, other than any of the Equipment, from the Transaction prior to the
Closing Date, whereupon such Purchased Assets shall be Excluded Assets, provided, however, that there
shall be no corresponding reduction in the Purchase Price. For greater certainty, the Purchaser shall be
entitled to exclude any of the Contracts described in Schedule 1.1(m) hereto (with the exception of the
collective bargaining agreement relating to the Unionized Employees) and any of the Customer Contracts
described in Schedule 1.1(n) hereto.

2.9 Purchase Price
The Purchase Price for the Purchased Assets would be, calculated as described hereinafier, the
aggregate amount of three million six hundred sixty two thousand nine hundred and seventy five doilars

(53,662,975) plus the assumption of the Assumed Obligations, said Purchase Price to be established as of
the Closing Date (the "Purchase Price").
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The Purchase Price is divided as follow:

(A) Purchased Recelvables: $2,450,976

B) Purchased Inventories: $946,586

© Withdrawn

)} All other Purchased Assets: $300,000

() Excess rebates to customers ($34,587)

For more clarity, the Purchase Price has been established on the following method of calculation
as for the Purchased Receivables and the Purchased Inventories, and same method of calculation shall be

used to establish the final amount of the Purchase Price as of the Closing Date:

(A) Purchased Receivables

As of January 31, 2012, the total amount of all the Vendor’s accounts receivable (the “Purchased
Receivables™) is five million nine hundred minety six thousand six hundred amnd ninety two dollars
(5 5,996,692) (the "Offer Date Receivable Value"), and is detailed in Schedule 2.9(A) — Section 1,

The portion of the Purchase Price attributed to the Purchased Receivables is two million four
hundred fifty thousand nine hundred and seventy six dollars ($2,430,976) and is calculated as described in
Schedule 2.9(A} — Section 2.

(B} Purchased Inventories

As of Jamuary 11, 2012 (and for Chemicals {majors} and Small Chemicals, as of Jannary 31,
2012), the total amount of all the Vendor’s inventory (raw material, work in progress and finished goods
inventory) (the “Purchased Inventories™) is three million fifty six thousand and eleven dollars
(83,056,011) (the "Offer Date Inventory Value") in Schedule 2.9{B) — Section 1.

The portion of the Purchase Price attributed to the Purchased Inventories is nine hundred forty six
thousand five hundred and ecighty six dollars (8946,586) and is calculated as described in
Schedule 2.9(B) — Section 2.

(C) BASF Receivables

Withdrawn
(D) Other Purchased Assets

The Purchaser is ready to pay the Vendor the amount of three hundred thousand dollars
($300,000) for all the other Purchased Assets.

(E) Excess rebates to customers
The Purchase Price shail be reduced by the total amount of rebates earned by the Vendor’s

customers for the calendar year 2011 and not already applied to the cutstanding inveices for each said
customer at the Closing Time. As of January 27, 2012, the excess rebates to customers total thirty four
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thousand five hundred and eighty seven dollars ($34,587) as calculated in Schedule 2.9(E) and shall be
adjusted as at the Closing Date using the same parameters.

2,10  Settlement of the Purchase Price

The Vendor and the Purchaser agree that the Purchase Price shall be adjusted as for the Purchased
Receivables and the Purchased Inventories (collectively, the " Purchased Working Capital” ) as follows:

{A) Re: Accounts receivable:

Subject to the limit established hereinafter in this paragraph, the Purchase Price payable in
relation with the Purchased Receivables shall be adjusted downward or upward, as the case
may be, as per the formula established in Schedule 2.5(A) — Section 2, in the event and to the
extent that, on the Closing Date, the aggregate value of the Purchased Receivables shall be
lower or higher, as the case may be, than the Offer Date Receivable Value. Nonetheless, if
the total amount of the Purchased Receivables, as the total appears in the first column on
page 4 of Schedule 2.9(A) - Section 1, is, as of the Closing Date, over five million nine
hundred thousand dollars ($5,900,000), then the difference between the total amount of the
Purchased Receivables as of the Closing Date and the limit herein established shall be
deducted from the calculation of the current portion of the Purchased Receivables for the
Vendor as of the Closing Date.

{B) Re: Inventory:

The Purchase Price payable in relation with the Purchased Inventories shall be adjusted
downward or upward, as the case may be, as per the formula established in Schedule 2.9(B} —
Section 2, in the event and to the extent that, on the Closing Date, the aggregate value of the
Purchased Inventories shall be lower or higher, as the case may be, than the Offer Date
Inventory Value,

On or before the fifth (§) Business Day after the Closing Date, the Vendor shall deliver to the
Purchaser a statement setting forth a detailed calculation of the Purchased Working Capital as of the
Closing Date, with all the relevant supporting evidence, and prepared by the Vendor with the same
parameters as used for the evaluation of the Purchase Price as for the Purchased Receivables and the
Purchased Inventories as detailed in Schedules 2.9(A) and 2.9(R).

The value of the Purchased Inventories shall be based on a physical inventory count and valued on
a basis consistent with the Vendor’s costing methodologies used for the establishment of the Offer Date
Inventory Value. The physical inventory count will be jointly supervised by the Vendor, the Purchaser
and the Monitor.

The Purchaser may dispute the value of the Purchased Working Capital as presented by the
Vendor by notice in writing (the "Objection Notice™) given to the Vendor within ten (10) Business Days
after the delivery of the Vendor’s statement as to the amount of the Purchased Working Capital. Such
Objection Netice shall specify, in detail, the basis for the dispute and the Vendor's adjustments to the
value of the Purchased Working Capital shown by the Vendor in its statement.

If the Purchaser and the Vendor cannot agree on the value of the Purchased Working Capital

within five (5) Business Days after the delivery of the Objection Notice, then either the Purchaser or the
Vendor may make a motion to the CCAA Court to resolve this dispute.
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Forthwith afier agreement as to the amount of the Purchased Working Capital or forthwith upon
the decision of the CCAA. Court as to the amount of the Purchased Working Capital, then, as the case may
be, the Vendor shall refund to the Purchaser such portion of the Purchase Price which is equal to the
amount by which the respective Purchased Working Capital values are less than the respective Offer Date
Receivable Value and Offer Date Inventory Value, or alternatively, the Purchaser shall pay to the Vendor,
by way of certified cheque or wire transfer, such additional amount which is equal to the amount by which
the respective Purchased Working Capital values are higher than the respective Offer Date Receivable
Value and Offer Date Inventory Value.

The Monitor and the Vendor agree that they shall not make a motion to the CCAA Court for
distribution of any funds received by either of them under this Agreement, or otherwise distribute any
such funds, unless the Purchase Price adjustments contained in this Section have been completed and the
covenant contained in Section 4.2(b) has been fulfilled. However, in the event that the Purchase Price
adjustments have not been settled by the date that is ninety (90) days following the Closing Date, the
Monitor shall be entitled to bring a distribution motion on appropriate notice to the Purchaser and the
Vendor and each of the Purchaser, the Vendor and the Monitor shall be entitled to make submissions to
the CCAA Court in this regard.

2.11  Method of Payment
The Purchase Prics shall be satisfied as fellows:

(a) a deposit in the amount of three hundred and sixty thousand dollars ($360,000) (the
“Deposit”) by dank draft or certified cheque payable to the Monitor, in trust, to be held in
trust by the Monitor until the Time of Closing and then credited towards the Purchase
Price, or in accordance with any other provision herein;

(b) the amount of three million one hundred and two thousand nine hundred and seventy five
dollars (83,102,975) by certified cheque or wire transfer payable to the Monitor at the
Time of Closing;

(c) the amount of two hundred thousand dollars ($200,000} (the “Holdback™) to be paid no
later than a sixty (60) days following the Clesing Date; and

(d) by the assumption of the Assumed Obligations.

The Purchaser shall have the ability to offset any portion of the Holdback against any downward
adjustment of the Purchase Price per Section 2.10 herein. The Purchaser shall also have the ability to
offset any portion of the Holdback against any claim made against the Purchaser from any of the Vendor’s
employees for any period up to the Closing Time. In such case, the Purchaser shall have the right to retain
the Holdback as long as final judgments have not been rendered vis a vis such claim.

2,12 Allocation of Purchase Price
The Purchaser and the Vendor shall, acting reasonably, agree on the allocation of Purchase Price

(other than for the Purchased Receivables and the Purchased Inventories) on or before the Closing Date, and
they shall execute and file any Tax Returns required on the basis of such allocation.
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2.13 Taxes

The Purchaser shall be liable for and shall pay any and all federal, provincial and other sales,
goods and services, value added, and other transfer taxes which are properly payable by the Purchaser in
connection with the transfer of the Purchased Assets by the Vendor to the Purchaser, together with all
duties, registration fees or other charges properly payable by the Purchaser upon or in connection with the
conveyance or transfer of the Purchased Assets {collectively, the “Taxes").

2.14  Value Added Tax

(a) ‘The Purchaser shall be liable for and shall pay any Taxes which may be exigible under
Part IX of the ETA,;

() The Vendor hereby declares that it is duly registered under Subdivision (d) of Division V
of Part IX of the ETA,;

(c) The Vendor hereby declares that it is duly registered under the QSTA;

(d) Without limiting the Purchaser's indemnity obligations under Section 2.13, the Vendor
and the Purchaser will on the Clesing Date jointly execute and deliver to each other an
election, in the prescribed form and containing the prescribed information, pursuant to
subsection 167(1) of the ETA and the corresponding provisicn of the QSTA so that no tax
is payable under any such laws in respect of the sale and purchase of the Purchased Assets
hereunder, and the Purchaser shall file any joint election in accordance with the ETA and
QSTA.

2.15  Section 22 Election — Accounts Receivable

The Purchaser and the Vendor agree to elect jointly in the prescribed form under Section 22 of the
Income Tax Act (Canada) as to the sale of the accounts receivable and other applicable Purchased Assets
described in Section 22 of the Income Tax Act (Canada) and the corresponding provision of the statute that
- is the provincial equivalent thereof and to designate in such election an amount equal to the portion of the
Purchase Price zllocated to such assets pursuant to Section 2.12 as the consideration paid by the Purchaser
therefor.

2.16  Risk of Loss

During the Interim Period, up to the Time of Closing, the Purchased Assets shall be and remain at
the risk of the Vendor. If, prior to the Closing Date, all or substantially all of the Purchased Assets or any
plant operated by the Vendor is destroyed or damaged by fire or any other casualty or shall be
appropriated, expropriated or seized by any governmental entity or other lawful authority, the Purchaser
shall have the option, at its absolute discretion, exercisable by notice in writing given within fifteen (15)
Business Days after the Purchaser receives notice in writing from the Vendor of such destruction, damage,
appropriation, expropriation or seizure:

{a) In the event of damage or destruction, to complete the Transaction subject to a reduction
of the Purchase Price to be mutually agreed to by the parties;
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(b} In the event of appropriation or expropriation, to complete the Transaction without
reduction of the Purchase Price, in which event all proceeds of insurance or compensation
for appropriation, expropriation or seizure shall be payable to the Purchaser and all right
and claim of the Vendor to any such amounts not paid on the Closing Date shall be
assigned to the Purchaser; or

(e In either event, to terminate this Agreement, receive a refund of the Deposit and not
complete the Transaction, in which case all obligations of the Purchaser shall terminate
forthwith upon the Purchaser giving notice as required herein.

[Section 3 follows on next page]
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Section 3 — REPRESENTATIONS AND WARRANTIES

3.1 Purchaser’s Representations

The Purchaser represents and warrarts to the Vendor that:

(@)

(&)

(c)

(&

(e)
®

the Purchaser is a corporation duly incorporated, crganized and subsisting under the laws
of Canada;

the Purchaser has all necessary corporate pawer, authority and capacity to enter into this
Agreement and to perform its obligations and the execution and delivery of this
Agreement and the consummation of the transactions conttemplated herein and have been
duly authorized by all necessary corporate action on the part of the Purchaser;

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

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

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

the Purchaser is or will be prior to Closing Date registered under Part IX{ of the ETA and
under the QSTA.

32 Representations and Warranties of the Vendor

The Vendor represents and warrants to the Purchaser as follows and acknowledges that the
Purchaser is relying thereon in completing this Agreement:

()

(®)

(©)

the Vendor is a corporation duly incorporated, organized and subsisting under the laws of
Canada;

the Vendor has all necessary corporate power, authority and capacity to enter into this
Agreement and fo perform its obligations and the execution and delivery of this
Agreement and the consummation of the transactions contemplated herein and have been
duly authorized by all necessary corporate action on the part of the Vendor;

the Vendor is not a party to, bound or affected by or subject to any indenture, agreement,
instrument, charter, by-law provision, order, judgment or decree which would be violated,
contravened or breached by the execution and delivery by it of this Agreement or the
performance by it of any of the terms contained herein;
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(d) this Agreement and zil other documents contemplated hereunder to which the Vendor is
or will be a party have been or will be, as at the Time of Closing, duly and validly
executed and delivered by the Vendor and constitutes or will, as at the Time of Closing,
constitute legal, valid and binding obligations of the Vendor, as the case may be,
enforceable in accordance with the terms hereof or thereof: and

(e) the Vendor is a registrant for the purposes of Part IX of the ETA.
33 Survival of Representations and Warranties

The representations and warranties of the Vendor shall survive the completion of the Transaction
and shall continue in fuli force and effect for the benefit of the Purchaser (which term for the purposes of
this Section 3.3 shall include the Purchaser's directors and officers) for a period of nine (9) months from
the Closing Date.

The representations and warranties of the Purchaser shall survive the completion of the
Transaction and shall continue in full force and effect for the benefit of the Vendor (which term for the
purposes of this Section 3.3 shall include the Vendor's respective directors and officers) for a period of
nine (9} months from the Closing Date,

[Section 4 foilows on next page]
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Section 4 — RESPECTIVE COVENANTS OF THE PARTIES

4.1 Covenants of the Purchaser

(a)

(b)

(c)

The Purchaser agrees that from and after the Time of Closing, it shall preserve the Books
and Records actually received from the Vendor at the Time of Closing, and at the
reasonable request of the Vendor, the Monitor or another party acting in a court-appointed
capacity (such as 2 receiver, interim receiver, receiver and manager or bankruptey trustee,
or any of their respective authorized representative) (a "Requestor™) from time to time,
the Purchaser shall co-operate fully with the Requestor and make available to the
Requestor in a reasonable timely fashion during normal business hours (i) such Books and
Records, (ii) the premises of the Purchaser for the Requestor’s review of the Books and
Records, and (jii) at the Requestor's expense, the personnel of the Purchaser, in each case
to the extent the Requestor reasonably consider necessary (A) to permit the Requestor fo
prepare and file necessary Tax Returns and any other statutory documents relating to the
operation by the Vendor of its business up to the Time of Closing, (B) to properly fulfil
the Vendor's obligations in bankruptcy, as the case may be, (C) for the preparation by any
Requestor of any Tax Returns or in connection with any assessment, reassessment or
other form of document assessing liability of the Vendor for taxes under applicable tax
legislation in respect of any taxation year, (D) in connection with the restructuring
proceedings, or (E) to ensure compliance by the Vendor with applicable law;

The Purchaser agrees that from and after the Time of Closing, it shall permit the
Requestor ta make copies, at the Requestor’s expense, of the Books and Records actually
received by the Purchaser from the Vendor at the Time of Closing and shall provide
reasonable assistance to the Requestor, at the Requestor’s expense, to prepare T4 forms
and records of employment for the employees of the Vendor who accept offers of
employment {rom the Purchaser. In the case of the Books and Records actually received
from the Vendor at the Time of Closing, the Purchaser agrees to preserve same for a
minimum of 6 years from the Closing Date;

Until the Time of Closing, and in the event of the termination of this Agreement without
consummation of the Transaction, the Purchaser shall keep confidential any information
obtained from the Vendor in accordance with the confidentiality agreement executed
between S.P. Holdings or Nominee and the Vendor on November 25, 2011 (the
“Confidentiality Agreement™) and attached hereto as Schedule 4.1(c) as if the Purchaser
was a party thereto, and the Purchaser hereby agrees in favour of the Vendor to be bound
by the terms of such confidentiality agreement as if it were an original signatory thereto.
If this Agreement is terminated without consummation of the Transaction contemplated,
promptly after termination, all documents, work papers and other writlen material
obtained in connection with this Agreement and not made public (including all copies),

. shall be returned to the Vendor.

4.2 Covenants of the Vendor

(a)

The Vender shall allow the Purchaser to have reasonable access to the Vendor’s
management teant, on a daily basis, and the Vendor’s management team shall answer
Purchaser’s questions about the operation of the Business, the management of the
Business and the decisions to be taken by the Vendor’s management team during the
Interim Period;
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(b) The Vendor shall provide the Purchaser, within fifteen (15) Business Days following the
Closing Date, confirmation that all wages, outstanding claims for severance prior to the
Closing Date, werkers compensation contribution, any amount owed under the Pay Equity
Act (R.8.Q., chapter E-12.001) and any regulation adopted under such Act, and other
remuneration and benefits as may be payable, cor related, to the employees of the Vendor,
immediately before the Closing Date, have been paid up to and including the Closing
Date. The Vendor shall not terminate any employees during the Interim Period without
cause. The Vendor shall give 48 hours notice to the Purchaser of any termination with
cause of an employee during the Inteirm Period.

() The Vendor shall use its best efforts to obtain such releases as may be required by the
Purchaser, acting reasonably, regarding the termination of management employees, a list of
which shall be provided by the Purchaser no later than ten (10) Business Days prior to the
Closing Date; and

{d) The Vendor agrees that during the Interim Peried, it shall continue to conduct its Business
in the ordinary course and, without limiting the generality of the foregoing, continue to
serve its customers on a daily and normal basis without interruption, purchase inventory
to satisfy the needs of the Business and deliver the finished goods on the timely mamner as
done in the past year.

[Section 5 follows on next page]
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Section 5 — CONDITIONS

51 Conditions - Purchaser

The obligation of the Purchaser to complete the Transacticn is subject to the following conditions
being fulfilled or performed by the Vendor or prior to the Time of Closing:

@

()
(©
(d)
(e)
®

(2

(h)
®

)
9]

y

{m)
()
(©)

all representations and warranties of the Vendor contained in this Agreement shall be true
as of the Closing Date with the same effect as though made on and as of that date;

deleted;

Withdrawn;

the Vendor shall not be bankrupt as at the Time of Closing;

the obtaining of the Approval and Vesting Order to the entire satisfaction of the Purchaser:

the Vendor shall have performed its obligations under this Agreement to the extent
required to be performed on or before the Closing Date;

ne action or proceedings shall be pending or threatened to restrain or prohibit the
completion of the Transaction;

Withdrawn,

the Vendor shall not have transferred zny inventory or equipment to any of its
Subsidiaries, shall not have assigned any of its Contracts to its Subsidiaries or have sold
to its Subsidiaries any of the Purchased Assets without having obtained from the
Purchaser a prior written approval of said transaction which the Purchaser may refuse at
its complete discretion;

Withdrawn;

the Vendor shall have paid al! rent due under the Lease for the period from January 12,
2012 up to and throughout the Interim Period;

the Vendor shall have filed, before the Closing Date, articles of amendment to change its
corporate name “Domfoam International Inc.” to a numbered corporation, and shall have
sought an order of the Court authorizing the change of name required herein if such Order
is determined to be necessary by the Purchaser, and shall provide to the Purchaser, at the
Time of Closing, {a) with a copy of the certificate of amendment evidencing said change
and (b) a written authorization for the Purchaser to use said corporate name and any
derivative of it;

deleted;
Withdrawn,
In the event that any or zall of the assets of Valle Foam Industries (1995) Inc., listed in

Schedule 5.1(0) are not, as at the Closing Date, subject to an agreement of purchase and
sale and otherwise remain the assets of Valle Foam Industries (1995) Inc., the Vendor
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shall have acquired said assets from Valle Foam Industries (1995) Inc., prior to the
Closing Date, which assets will therefore form part of the Purchased Assets. The inclusion
or exclusion of the assets on Scheduie 5.1(0) will not adjust the Purchase Price payable
hereunder by the Purchaser; and

) the obtaining on or before the date which is fifieen (15) Business Days from acceptance of
this Agreement by the Vendor of a commitment letter from the actual general manager of the
Vendor (Jobn C. Howaerd) on the temms and conditions of a three (3) year employment
agreement with the Purchaser,

The foregoing conditions are for the exclusive benefit of the Purchaser. Any such condition
(except 5.1(e)) may be waived by the Purchaser in whole or in part. Any such waiver shall be binding on
the Purchaser only if made in writing.

5.2 Conditions — Vendor

The obligation of the Vendor to complete the Transaction is subject to the following conditions
being fulfilled or performed at or prior to the Time of Closing:

(a) all representations and warranties of the Purchaser contained in this Agreement shall be
true as of the Closing Date with the same effect as though made on and as of that date;

(b) the Purchaser shall have performed each of its cbligations under this Agreement to the
extent required to be performed on or before the Closing Date; and

() no action or proceedings shall be pending or threatened to restrain or prohibit the
completion of the Transaction contemplated by this Agreement,

The foregoing conditions are for the exclusive benefit of the Vendor. Any such condition may be
waived by the Vendor in whole or in part. Any such waiver shall be binding on the Vendor only if made
in writing.

5.3 Mutual Conditions

The obligations of the Vendor on the one hand, and the Purchaser on the other hand are subject to
the conditions that:

(a) the Approval and Vesting Order shall have been made by the CCAA Court on or before
the 28™ day of March, 2012 (or such later date as the parties may agree to, acting
reasonably); and

(b) the Approval and Vesting Order shall not have been stayed, varied or vacated, and no
order shall have been issued which restrains or prohibits the completion of the
Transaction.

The parties hereto acknowledge that the foregoing conditions are for the mutual benefit of the
Vendor and the Purchaser.

5.4 Actions to Satisfy Closing conditions
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Each of the parties agrees to diligently take all actions as are within its power to control, and to
use commercially reascnable efforts to cause cther actions to be taken which are not within its power to
control, so as to ensure compliance with the conditions set forth in sections 5.1, 5.2 and 5.3 and, generally,
the conditions set forth in this Agreement.

5.5 Non-Satisfaction of Conditions
If any condition set out in this Section 5 s not satisfied or performed on or prier the Closing Date,
or at any date provided for herein, then the Vendor or the Purchaser, dependmg whose benefit the
condition is inserted, may:
(a) waive compliance with the condition in whole or in part in its sole discretion by written
notice to the other party and without prejudice to any of its rights of termination in the

event of non-fulfilment of any other condition in whole or in part; or

)] choose to give the other party an additional delay for said condition to be satisfied or
performed; or

(c) elect on written notice to the other party to terminate this Agreement before Closing.

[Section 6 follows on next page]
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Section 6 — CLOSING

6.1 Closing

The completion of the Transaction shall take place on the Closing Date at the Time of Closing at a
location to be determined by the mutual agreement of the parties in writing or at such other time as
otherwise determined by mutual agreement of the parties in writing,

6.2 Purchaser’s Deliveries on Closing

At or before the Time of Closing, the Purchaser shall execute and deliver t¢ the Vendor the
following, each of which shall be in form and substance satisfactory to the Vendor, acting reasonably:

(a)
(b)

(c)

(d)
(e)

@

2)

Gy

®

)

payment of the portion of the Purchase Price payable at the Time of Closing;

payment or evidence of payment of applicable federal and provincial Taxes or
alternatively, appropriate exemption certificates, as required by this Agreement;

general conveyance and assumption of liabilities agreement pursuant to Subsection 2.6
duly executed by the Purchaser, in formi and substance mutually satisfactery to the
Vendor and the Purchaser;

the Allocation of Purchase Price pursuant to Section 2.12;

an assignment or assignments of Intellectual Property agreements, in form and substance
mutually satisfactory to the Vendor and the Purchaser, duly executed by the Purchaser;

an assignment or assignments of Customer Centracts and Contracts, in form and
substance mutually satisfactory to the Purchaser and the Vendor, duly executed by the
Purchaser;

an assignment of leases for the Leased Premises, in form and substance mutually
satisfactory te the Vendor and the Purchaser, duly executed by the Purchaser;

a certificate, dated the Closing Date, confirming that all of the representations and
warranties of the Purchaser contained in this Agreement are true as of the Closing Date,
with the same effect as though made on and as of the Ciosing Date;

an acknowledgement dated the Closing Date, that each of the conditions precedent in
Section 3.1 of this Agreement have been fulfilled, performed or waived as of the Closing
Date; and

such further and other documentation as is referred in this Agreement or as the Vendor
may reasonably require to give effect fo this Agreement including pursuant to Sections
2.2,2.6 and 2.8.
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6.3 VYendor's Deliveries on Closing

At or before the Time of Closing, the Vendor shall execute and deliver to the Purchaser the
following, each of which shall be in form and substance satisfactory to the Purchaser, acting reasonably:

{(a) a bill of sale pursuant to which the Vendor shall assign, sell, transfer and convey all of its
right, title and interest in and to its Purchased Assets, in form and substance mutually
satisfactory to the Vendor and the Purchaser, duly executed by the Vendor:

)] an assignment or assignments of Intellectual Property agreements, in form and substance
mutually satisfactory to the Vendor and the Purchaser, duly executed by the Vendor:

(e) an assignment of leases for the Lecased Premises, in form and substance mutually
satisfactory to the Vendor and the Purchaser, duly executed by the Vendor;

(d) an assignment or assignments of Customer Contracts and Contracts, in form and
substance mutuzlly satisfactory to the Purchaser and the Vendor, duly executed by the
Vendor;

{e) the Approval and Vesting Order in form and substance satisfactory to the Purchaser,
acting reasonably;

(D a certificate, dated the Closing Date, confirming that all of the representations and
warranties of the Vendor contained in this agreement are true as of the Closing Date, with
the same effect as though made on and as of the Closing Date;

(g) an acknowledgement dated the Closing Date, that each of the conditions precedent in
Section 5.2 of this Agreement have been fulfilled, performed or waived as of the Closing
Date; and

(h) such further and other documentation as is referred to in this Agreement or as the
Purchaser may reasonably require to give effect to this Agreement which shall be
prepared by the Purchaser at its sole expense and in form and substance satisfactory to the
Vendor, acting reasonably.

6.4 Possession of Assets

The Vendor shall remain in possession of the Purchased Assets until the Time of Closing. On
Closing, the Purchaser shall take possession of the Purchased Assets which shall be located in the Leased
Premises. In no event shall the Purchased Assets be sold, assigned, transferred or set over to the Purchaser
until the conditions set out in the Approval and Vesting Order have been satlsﬁed and the Purchager has
satisfied all delivery requirements outlined in Section 6.2.
6.5 Access to Assets

deleted

6.6 Termination

If either the Vendor on the one hand, or the Purchaser on the other hand, valicly terminates this
Agreement pursuant to the provisions of Sections 5.5, or 2.16,
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(a) all the obligations of the Vendor and Purchaser pursuant to this Agreement shall
terminate;

(b) the Purchaser shail be entitled to have the Deposit and all the monies paid hereunder
returned immediately with any interest earned thereon, as the case may be, but without
deduction provided: and

(c) neither party shall have any right to specific performance or other remedy against, or any
right to recover damages or expenses from, the other.

6.7 [Break Fee] Withdrawn

[Section 7 follows on next page]
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Secton 7 — GENERAL
7.1 TFurther Assurances

Each of the parties shall, from time to time after the Closing Date, at the request and expense of
the other, promptly take or cause to be taken such action and execute and deliver or cause to be executed
and delivered to the other such documents and further assurances as may be reasonably necessary to give
effect to this Agreement.

7.2 ODbligations to Survive

Notwithstanding the completion of the transactions contemplated hereunder or the delivery of
documents pursuant to this Agreement, the obligations, covenants, representations and warranties of the
partics hereto shall survive such completion and shall remain in full force and effect and shall not merge
as a result thereof.
7.3 Costs and Expenses

Each party hereto shall be responsible for all costs and expenses (including the fees and
disbursements of legal counsel, bankers, investment bankers, accountants and other advisors) incurred by
it in connection with this Agreement and the transactions contemplated herein.

7.4 Notice

Any notice or other communication under this Agreement shall be in writing and may be
delivered personally or transmitted by fax or electronic mail (“Email™), addressed to:

in the case of the Purchaser, as follows:

4037057 CANADA INC.

8600 Decarie Blvd. Suite 200

Maont-Royal, QC

74P 212

Altention: Terry Pomerantz

Telephone No.: (514) 341-8600

Fax No.: (514) 340-1389

Email: {pomerantz(@tramsmgmt.com
With a copy to:

Lamarre Perron Lambert Vincent g.p.
480 Saint-Laurent Blvd, Suite 200
Montreal, QC

H2Y 3Y7

Attention: Jacques Vincent
Telephone No.; (514) 798-0990
Fax No.! (514) 798-5599
Email: j.vincent@Iplv.com
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and in the case of the Vendor, as follows:

DOMFOAM INTERNATIONAL INC,
8785, boul. Langelier

Montréal, QC

HI1P 2C0

Attention: Tony Vallecoccia

Telephone No.: {514) 325-8120

Fax No.: (514) 325-6477

Email: tvallecoccia@vallefoam.com

with a copy to:

Minden Gross LLP
145 King Street West
Suile 2100

Toronto, ON

MS5H 4G2

Adtention: Raymond M. Slattery

Telephone No.: (416) 369-4149

Fax No.: (416) 864-9223

Email: rslallery@mindengross.com
and to:

the Monitor

DIELOITTE & TOUCHE INC.
181 Bay Street

Suite 1400

Toronto, ON

MSI 2V1

Attention: Robert I, Bougle
Telephone No.: (416) 601-4509

Fax No.: (416) 601-6690
Email: rbougie@deloitte.ca

with a copy to:

Thornton Grout Finnigan LLP
100 Wellington Street West
Suite 3200

Toronto, ON, MSK 1K7

Attention: Grant B, Moffat
Telephone No.: (416) 304-0599
Fax No.: (416) 304-1313
Email: gmoffat@tgf.ca
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Any such notice or other communication, if given by personal delivery, will be deemed to have been given
on the day of actual delivery thereof and, if transmitted by fax or Email before 5:00 p.m. (Toronto time)
on a Business Day, will be deemed to have been given on the Business Day, and if transmitted by fax or
Email after 5:00 p.m. (Toronto time) on a Business Day, will be deemed to have been given on the
Business Day after the date of the transmission.

7.5 Time

Time shall, in all respects, be of the essence hereof, provided that the time for doing or completing
any matter provided for herein may be extended or abridged by an agreement in writing signed by the
Vendor and the Purchaser or by their respective solicitors.

7.6 Cwrrency

Iixcept where otherwise indicated, all references herein to money amounts are in Canadian
CUITENCY.

7.7 Benefit of Agreement

This Agreement shall enure to the benefit of and be binding upon the parlies hereto and their
respective successors and permitted assigns.

7.8 Third Party Beneficiaries

Bach party hereto intends that this Agreement shall not benefit or create any right or cause of
action in or on behalf of any person other than the parties hereto and their successors and permitted
assigns, and no person, other than the parties hereto and their successors and their permitted assigns shall
be entitled to rely on the provisions hereof in any action, suit, proceeding, hearing or other forum.

7.9 Entire Agreement

This Agreement and the attached Schedules constitute the entire agreement between the parties
with respect to the subject matter and supersede all prior negotiations and understandings. This
Agreement may not be amended or modified in any respect except by written instrument executed by the
parties.

710  Paramountcy

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

7.11  Governing Law

This Agreement shall be governed by and construed in accordance with the laws of the Province of
Quebec and the laws of Canada applicable therein and each of the parties irrevocably attorns to the non-
exclusive jurisdiction of the courts of the Province of Quebec. Notwithstanding the foregoing, the parties
acknowledge that the Approval and Vesting Order will be sought before the Ontario Superior Court in
Toronto and that any disputes related thereto as it relates to court approval or the current Companies’
Creditors Arrangement Aet proceedings of the Vendor shall be determined by the said Ontario Court. The
partics acknowledge that any disputes related to the interpretation of this Agreement (including but not
limited to its interpretation or its execution) shall be sought before the Quebec Superior Court in Montreal.
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7.12  Severability

If any provision of this Agreement or any document delivered in connection with this Agreement
is partially or completely invalid or unenforceable, the invalidity or unenforceability of that provision shall
not affect the validity or enforceability of any other provision of this Agreement, all of which shall be
construed and enforced as if that invalid or unenforceable provision were omitted. The invalidity or
unenforceability of any provision in one jurisdiction shall not affect such provisions validity or
enforceability in any other jurisdiction.

713  Commission — No Broker

The Purchaser agreces to indemnify the Vendor agzinst any claim for compensation or commission
by any third party or agent retained by the Purchaser in connection with, or in conterplation of, the
Transaction. It is understood and agreed that no broker, agent or other intermediary has acted for the
Vendor in connection with the sale of the Purchased Assets and the Purchaser shall not be liable for any
commission or other remuneration payable or alleged to be payable to any broker, agent or other
intermediary who purports {o act or have acted for the Vendor.

7.14  Assignment

Except as hereinafter provided, no party may assign this Agreement without the prior wrilten
consent of the other parties, which consent may not be unreasonably withheld or delayed. This Agreement
snures to the benefit of and binds the parties and their respective heirs, executors, administrators, personal
and legal representatives, successors and permitted assigns. Notwithstanding the foregoing, this
Agreement shall be assignable by the Parchaser if the assignee is a “related entity” to the Purchaser within
the meaning of that expression under the Income Tax Act (Canada). In the event of such assighment, the
Purchaser shall remain liable to the Vendor in respect of its obligations hereunder.

7.15  Counterparts

This Agreement and any amendment, supplement, restatement or termination of any provision of
this Agreement may be executed and delivered in any number of counterparts, each of which when
executed and delivered is an original but all of which taken together constitute one and the same
instrument. A party's transmission by facsimile or by Email of a copy of this Agreement duly executed by
that party shall constitute effective delivery by that party of an executed copy of this Agreement to the
party receiving the transmission. A party that has delivered this Agreement by facsimile or by Email shall
forthwith deliver an originally executed copy to the olher party or parties.

7.16  Language
The parties acknowledge that they have requested and are satisfied that the foregoing be drawn up

in English. Les parties reconnaissent qu'elles ont exigé que ce qui précéde soit redigé en anglais et s'en
déclarent satisfaites. '

[THE REMAINDER OF THIS PAGE HAS BEEN LEFT INTENTIONALLY BLANK]
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The Vendor shall indicate its acknowledgement of and its agreement with the forcgoing by
signing both copies of this Agreement in the space provided below and returning one fully
executed copy to the Purchaser (which return may be made by fax or Email) to:

LPLV

c/o: Mitre. Jacques Vincent
Fax: (514) 798-5599

Email: Lyvincent@iplv.com

by no Iater than 3:00 pm, on March 9, 2012, after which time this Agreement shall be
considered null and void as to the Purchaser.

IN WITNESS WHEREOT the Purchaser has duly executed this Agreement
on March 8, 2012 at 5:30 p.m.

4037657 CANADA INC.

By:

Name: Terry Pomerantz
Title:  President

T have athoriiy to bind the Purchnser

TN WITNESS WHEREOK the Vendor has duly executed this Agreement
onMarch _7 _,2012at _ 7otaqs 7anr o

P

DOMEOAM INTERNATIONAL INC.

By: M/&{}/

Name: N s angg AL Cy s ey
Title: ¢ £

1 liave suthority (o bind the Vendor,
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The Vendor shall indicate its acknowledgement of and its agreement with the foregoing by
signing both copies of this Agreement in the space provided below and returning one fully

executed copy to the Purchaser (which return may be made by fax or Email) to:

LrLv
cfo: Mire. Jacques Vincent
Fax: (514) 798-5599

Email:  j.vincent@lplv.com

by no later than 3:00 pm, on March 9, 2012, after which time this Agreement shall be

considered null and void as to the Purchaser.

IN WITNESS WHEREOL the Purchaser has duly executed this Agreement
on March 8, 2012 at 5:30 p.m.

4037057 CANADA INC,

R

Title:  President

} havs autharily to bind (he Purchaser.

IN WITNESS WHEREOT the Vendor has duly executed this Agreement
on March ,2082at o .

DOMTOQAM INTERNATIONAL INC,

By:

Name:
Title:

Fhave nuthority to bind the Veador.
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Sechedule 'I}i'_("ln_)

Contiaets.

1 Subfecits Sjéiitiﬁngz-‘.ﬂ, fhe following Contracts shiall form partof thePurchaséd Assatsis

14
12,

1.3,

L4,

L5

1.6,
1.7,
14
1.5,

1,16,
L1L.
144,
1,13

Kl Teaseagreomenty i relation witlythe Leased Préises;

Collective bargammg '1greement with the Unionized: Emplayees for the: peried of 2009—

2014 {Teamsters: Québec, Loieal 1000);:

All BEquipient - Opmaﬁng Teagés, to: f:hf.‘. extent that thé Purchuser wishes fo; avail 1lself'
thiereof dnd are-not part of theFxcluded Assets;

Exchls'i‘ve ageemnent for the 'Ciinadiz'm'nse-of-fspecific-cllémical.and formula for Gel Visco;.

Alr oonhaclu'll arcanggrments with the suppliejs to the-extent thit the, Parchaser wishes té- ‘-

:avall itself thereof;

The aniival Microsoft maintenance: céjn’tra‘cjb with PYA Solutions e
Microsoft (Navision Licence agreement)y

Tnsugance poliey re: Property and Liability;.

Thsurancs policy rer 2002 Ford:;

Coface (recelvables); - -

TnsuiAnce policy te: Dirctoisand Offlcers Hiabilitys

CN nion freight - leases for tracks; and.

Canadiens hookey: tickets..
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,,,,, Schedylé II(HJ

Customer Contratty

I

: 1, - Stibjectto S’eotio¢‘2;3'?; the fol_igwin‘g, Custotner Contracts shall form patt of the Purchased Assets:
L1 Cﬁ's;tomet hedtiig: nimiber #Ui’_if??'l}fr the Books asid Eécéréég.
1.3, Ciistorier b’é_ﬂ.rihg.n*u;nlibr‘#l'll_’igﬁgih tiie Baoks and Reaprds;:
- 1.9, Customer b@a:‘riﬁg simbysg #1000% iﬁ;&c-B’aoksg and Regoids;

7 T4, CGnstomes beding tutnb sﬁ#lﬂﬁ??f—iij‘. the Books aid Records;.
(5, Customei ?jc‘aﬁng'gnumb'ef;#UlQi?.Qj‘ﬁf the: Bosks'and Records;
3 : 1.6:  Custoriier beatiiig mimber #10020 in theBooks and Recdrds;,
L 17, Gistomiey bearinguber #0244 in Lhe'_j]:"’;ooks,-_and Records},
— 1.8 Ci_t.stome:' bearing numberdtl 1665 in 'th'_é Books a;ul'Reg_:'ords;

| 19,  Costomerbeming imber #11924 ji the Books and Records;

W 110 -Customer bearing ntiber #1164 v the Booksand Reécuids;
- 111, Cistomer bearing fumber #10413 in the Boioks.and Racordst

; 112, cu_s‘_tom'ei:.ﬁ_eaiving,humba;-,#ms_s‘s i the Bowks aiid Recordss

: L13. Customer bearing number #112164 in.the Books and Records;

5 1,14, Customier bearing numbgr #11209 it the Buoks and Records:
- 115 Customerbearing nurber #11982:in the Books and Records;

116, Customes b{:aring.'nurﬁb.er #ul 1425{ in_‘the:lBoDks and Records;
LiT. -@us‘tomerzbeéﬁng-.nu‘mﬁaﬁ #11177n the Books and Reords:
118 Customer beaying mumber #1268 in fhe Booksand Reoprds
119, Custormer behrp_ignﬁmbek%l}%& 11 the Books and Records;

120, Custormer beating nimber 00202 n fhis Books and Regofds;
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Schedule1,1(hl;

Purelissd Asgets.-

1. .All-assets undeitakings and progeries of the Vendor of eyery fature: snd. kmd whatgoever; and:
‘Wherevet slmated mcludmg withont livaftation: Lhcfollowmg ;

L4,
1.2,

13:
14..

L6
17,
L.8..

19

£.10;

1L,

112,
A3

114,
BNES

 The Purt;-:hgl._sgd Receivables;

The Puithaged Iventories

All gaods other than goods Tisted in section 1.2 hereinabove that ate Held for sale, lease or.
rentdl {whether such goods ate. saleabls, obisolete or damaged) in:relation to-the Eus;ness.

-careied o by thes Ventor including, materigiy-and supphes,

This Cont'ragts;: '

“Thie Custoiner Contracts!

“The Eqm pment

The Vendor § Intellactual Py apel“ty,

All costomet [ists. and Iists. oF prospective customers and marketing and: sales materials and

- databases ot aheady includedin the Veridor*s Intelléptial Property;

All éoxipbratc-‘namas—usﬁd’by‘the V‘endqri

&l rights; title and interest in otdérs on hand and other-coptraciual amrangemsnts with the

CLStOMErs 0. ihe extent that they cari be asmgned ‘and that the Purchaser wishes'to avail
itself thereof

AN the-benefit.of all wnfulfilled ordérs redeived by and in favont of tie Vendor;

All offier tangible and intangiblc assets anﬂ;i??OD'.ﬁftY:ZuS@Qﬁi‘dbllliﬁﬁﬁbﬁ-'ﬁi'itll the Busiriess;

The echuswc rrght of ths 1'~'mchasm to replesent itself: '1s carying on such business. irf

Allﬁboﬁs:and Recards;

ATl plans, skétches and other doctifienss iélned fo {i) the- opermcms of the: Business and -
(i) the gustomers of the Vendory

all viher progerty, assets and: nghta, real o peisanal, tanglble ar mmuglb!e, ‘owned by the-
Vendpriar to whith they are entitled to bub excludmg the Exeluded ‘Assels;

flcﬁﬂi".&_:l-jpnlfqamxﬁcﬁgﬁu_]ﬁ_:éﬂﬁﬂ;:\!ﬁxw:




= 2‘ =

117 ALR& Dreceivables, income tax receivables; tax refimds, dr;pbsj_t and deposit lejtersy
118, Al the prepaid attovnts fefatedto;

AEAR Insumnce Pioperty ¢ anid Lmb,llny

1.18:2. “Trisurance — 2008 Ford

1,183, Coface. (teceivables):

1.18.4. Duector:s and Officers: hablhty

L1835, AllL the. taxes (municipaf, busfness and schoaly for all theLcasedPremlses
- 1186 CN noa freight — tidcts

1.18.7, Canadiehs-hoekey tickets: .

1:18,8, Microsoft (Navision Licgnce)-

1,19. The season. tickets from- Club de Hoakey Canadicn; o the. seats; 104-T, #13 and: 1
together wn:h all the rights sttaclied to-said seasof. tlcket& ard any seriewal thereofy

1.20.. Allthe Eqnipnmnt Opiefating Leases. tht the Pirchaser Wishés to-avail: itself theienf ¥ind
not specifically4r Excluded Assets: s for Schedule 2.2 attached tor this Apteerient; and.

1.2i, The asscts described inSchedule 5,10y of thx,s.Ag.rcement.x_

; -1{._!‘:’1"&_13_@m;?;amfrs.éh:dulcs‘_,CQAAu\’Ekcb




-
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Schedule 1.1{uu)

Vendor's Initellectual Propeity

“KLAPA_Domfpan; Sclicdules, CEAA: ¥Exer

Canadian Trademarks.

See docunent attached:
Tgtal of threg (3) pages

U8 Trademarks

Sze document atiacted
Total of one (1) page
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Py

Sghefflﬂ;l.&i‘.l

E}iéhrd_e'éms_safsﬁ

1. ‘The Pyschasér. acknow]edges ind-agregs that thefollo\wng assefs. shll, b gcns;dered excluded. of'
‘the: 'lmnsactmn

11..  The accopnts payable, exceptas othqrwise povided in this Agréerient;,

12.. Thietax losses, exceptas.otherwise provided in-this Agrepment;

L3.  The cash onhand or on deposit With biiiks or other depositaries;

14, The debts due tor the Vendor from. afy sha:eholder, director, officer or employee of the
Vendor or any othier person who doegot deal dtaim’s length with the Vendors,

15

5.1
1,52,
1.5.3.
. 154,
1.55.
.1,5'i6‘:
1,57,
1.5.8;
1.549.

15,10
1.5:11.
1.512.

1.513.
15,14
1.5.15.

T wfollmw.ng:liqmpment Operaﬁng_lﬂa_sest

Ryder— T east:No, 332467 - IFUTAGCKOTLY49529
Ryder— —Iease No. 332468 < 1FUSASCKSTLY 49530
Ryder— Lease No. 332469 - IRUJAGCK 77149531
Rydér~ Lease-No, 329316 - IFUTAGCK371.Y49526.
Rydér—Lesse No. 329317~ lFU]AGCKS?LY4952T :
Rydex ~Lease No, 329318 - IFUTAGCK 771 Y49523:
Ryder~ Lesse No, 336256 - II{TSCAPMIQGIQZ'?GCS&
Rydes —Lease No. 336257 - IPUJAGCKOTLY 61325
Rydcr ~Tease.No. 336256 - II‘UIAﬁCK'??'LY61324
Rydet:~Lease No. 325581 - lHHAﬁCI(S’FLY49523
Ryder~ Lease No, 325582 - IPUTA6CRX7L.Y49524
Ryder —Y eise No. 324854 - IFUTAGCE47LY40521
Ryder —Lease No. 324855 = IFUTAGCK671.¥A49572.
Toshibn ~ Léase No, 344371205533 — — Main phetacopieur

. Toshiba+ Léase No, 344371205455 ~ Plarit.& Sales Photocopier:

1.5,  The shatesssued and outstandmg of the ¢apital of “VALLE FOAM INDUSTRIES (19957 INC.”
régistered in the nameé.of the. Purehaser; and’

7. The -shares fesued and outstanding -of the capital. of “A-Z SPONGE .&. FOAM
PROBUCTS LD rf,gmtered i tha name of the. Pur.chaser

K_APA: Doiitfan_Sclidilés, COAA, vEkée




. Sehedule 2;6

Asstmed Obligations

— - " 1. The obligation.of the Vendor under the Contracts as of the Timé of Closing; and

2. ' Tlie obligation of fhe Vendor under the Custorer Contracts as of the Time of‘CibSiﬁg;.' o

......

K_APA_Domfoam, Schednles. CCAA vERee




Schéﬂhlel?(k}

Purchased Receivables

-Seetion 1.

List of Puichaged Receivables as of Janvdry 31, 20162,

See dociment-attached
Total of four (4) pages

Seetion 2

Caleulaiion of the Purchase P! ;{i ce g—ﬁti-ibﬁtcﬂﬁ’tp the Purchased Receivables.

See. document attached
Total of fourtezn (14) pages.

T APA Domfoan Sciiedyles, CCAA_vExéc.




Txeepue ZAK)
Secrion 1

DOMFOAN INTERNATIONAL LiMITED.
Aged Actounts Rdceivableas nf‘fllrél:‘-zﬁfl?r :

a CustomerNo.  BalancaBue  Ciirrent. 360 Daye  BLoGDays  UverdnDays
' DOLEF 704;58: 70458 . = - -
. (0202 25,631,17 25,431,85 199,37 - =
Pl 0029%; 5,362.49 1;,037,48 3,820.06 1,008,95. -
00308 4,31B.16 431518 -
, 00316 : 1,952,0 %,736,65 15:36- i -
L 10005 514,571.3% 208,779:87 480,345.98" 27,401,527 -
T 16620 138,444.89 128,444,589 - -
10024 2,028:58 i 2,02858 -
10052 7,668:75: 694967 719,08, 2 -

10072  528,925.52 25858373 155,454,727 114,937,07. .
10120 1,158.95 1,158.95 - - -
. 10136 17,67948 © 17,67948" - - i,
10145 5,746.68 3,07241 267437 -

10222 1,004:64 1,004.61 - -
10244 101,343.87 101,543.87 - . .
10273 16,318.86 13,35608 2,962.78 - -
P 10305 6,438.19 3,402.81 2,141.95 893.43: -
e 10331 2,254.11 2,254.1:1 -
| 10351, _ 3,754:38 - 3,754 38 - -
[ 10358 29;970.58: 11,533.52 10,024.96: 8,412.16.
‘e 10371 82,216.28 19,133.32 .1,056.44 11,342:09 683.53.
20378 7,405.73 1,598.57 1,859.97 - 5,64719
. 10379 3,680,61 3,680:61 - -
‘L 10384 45,107.85. 27,7101 15,306.37 1,030.47 -

) 10385 10,927.28: 10,927.29 - . -

10387 7,615.5% - 1,173.56 41028 6,031.6%
| 10413 153,635.36 42,935.08 19,3703 5516867 36,1612%
. 10425 353998 352098 - -
O 10465 #33.89 833,89 - . -
10494 32,749:54 32,749:54 - - -

10502 14,893.25 3,66.84. 1,087.18. 3,549.67 3,989,565
10509 - 172901, 1,729,11 . - -
10510 .18,715,15. 18,7155 - . N
igs21 2,826,31. 282631 - -

C 10545 28,034.38 28,034,348 B - o
: 10547 15,568.17 5,498,67 10,089.5¢- - -

10551 74_[57224 74’5722—4 N i N
10570 sazgdr 627842 ] i ]
o 2126600 SSOMASE  FaESRAS GSAlEsk 6722529
10595 34424 344,24 - . x5
10737 1,749553 178555 - ) i
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g L e
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Cugtomer-ip.
10788
10848- ,,
10864
11049
13150
11155,

Balance Dile
- gbrsay
224740. -
9,482.48:
3,850,31
2/61592.
48,779.05'
89;437.38.

626.81
29,097.79.
1,778.75
672,18
19,524.84,
16;671.06-
80,315.23-
11,174:61
1529334
26,575.81.
3,646,51
5,022.53
A42.19.

387,973.57

254,229.37
'5,358:46..
8,989.08-
88520
1030145
18,946.71
4,391.55
1,682.72
5,903.05:
93,242.34.
5,694,801
117160
3 6,917:35.
237,421.54.
4253330
3,133,852
{11.50)
:23,398.27"
2825414
A25208,54 -

- Burrent,

B;076.15:.
38440
6,739,353
51,488.31-
30,746:65-
b2BBL
79,097.79;
1L,11572
36,681,28
5,007.77
g,3d2:23

' 26,525.81
312125
4,979.82.
442,19

138,756.6%
19,314:91
‘253,895.10
575876
8,716.63
10,301:45
18,946,7L
4,191.55,
1,008.94
5,903.05°
24,928:53.
6,694.80
1,171.60
23,9052
-3@,900{7&’
3,143.50
(14.50)
11,558:30 .
AZ;500,4%

3560 Days-

1,580.29-

(2,709.26}
25340093 :

66303
(362.74)
15,524.84

5,249.62 -

9,359.14-
1,362.38
52598,

112,323:23,

17,404.97

(400,30}
353,56
885,20

30,248.93

9,420,514
31,178.08
47,0367

11,830,97
1,856:58

.61-90:0ay3-

-

335768

24,6568

4,461.72.
*7,755.0%

5685.18

117,01861
6,208.06
334:27

P
A °

583.74
22,139.94-

B

3f59:1-5__4 .
73,739 4.

j[zgd;:éﬁ}-

Qver a0 Days

56,434.87

47

-

19,875.10;

95,602:83"




Custoriies: No,
12021

12253

12356
12270-
12277
12282
12290
12291
12296
12298,
42301
12303
12308
12314
12326
12330,
12331,
12334
12341
12343,

12353
12355,
17387

12358-
12367
12373
12380
12390
Uli429

ULE774

U12129
Uazie4;
U12174,
U121%0
U218
Ui2184:

Balahcd Duié
6,359,25
965,55
TLI756L
- 40,870.6%:
(32.80)
17,913:60"
17,823:38
850676
5,080.77
17,887,718
4,819.78
2,346.65
536243
200276
596.03
29,232.85
59,795.77
18,668.05
1,184:25
12,344.90-
#,330.86
$§16.76

4,543.77 .

23,556:06
3,620:86-
1,179,80:
1,134, 12
4,681,086

1188135
1,29439:
972217
5o
1,A54:0%

15,044.90
1,079,755.3%
544,154.40.
75413.54
%,393:63.
3,884,22.

236.00.

12,578.70:

Current:

27,098.40
30,5737
{34:80)
17,813,60
4,908.38.
17,823:38.
414861
8,4720,15
1,217:35
17,882,78
1,226,563
5,338:89
2,002.76
596.03

- 384108 -

25,619.87
9,923.90
1,184.25

12,34490

1,275,30
52435,

7,520.08

3,620.86.

1,179.80
16,659.45
113112

4,681,086

1,573.48:

1,2943%

9,727
5.00

© 145804
3,304.57
15,0449
556,732.35

168,733.64
20,979.0%

T70.44.
- 19040,

&

31-50 Days:
- 74038
965.55
13,870:54

578124

2.1:3 &2 A5
£99.61
3,863.42

4,819-'75'

747.35

3,744.15
1,055.56.

392.41
6,507:75

9,079.05

388;231.67
160,191.76

'531559-53'.
122319

15,929.32°
1#,419.36,

62-90 Days:
27659
{84.65),

5,890,BL

10,493.51
12,458.72,

1,005.13:

:8,366.47

-

209.90

164,791.35
178,081,57
874.95
236,00

Over 90 Days

4,382.52-

242554
2,297.87

3,538.66,
1,152,75

36,247.43




CustbrierNo,  BalariceDiie  Curreit 31:60 Days. 61-80 Days Over 90 bays.
. U12187 12,428.10° 1242810 = - -
U12188 ) 17,7572,90° 17,757.90 - = S
L Tatal 599660162 320874160 148475608  979,37814 37431580
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Sehedile 2.9(B)

Prirehaséd Tiventonies:

Sectiond.

List o Purchased Inventories as of-Janvary 11, 2012

(»qncf.rorxso_h-m-jfems a5 of January 31, iﬁ_;l2_)'~

See documéif attdchgd
Toral of one (1) page

Section2’

_'C'.'iz'llréulaﬁnn‘_b_f the Prrchase i’“_ri‘t:é athibuted to the Purchased Tnventories,

See-document attached
Total of twa (2) page
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Iu[amoun-u}

Séhedule 2:9(R) - Section.1

> - DLMUUJUJJ | _' -

SEC,

Jandary-11. 2012

RAW I’\J'IATERIAL_. L

SBRAP"

1ss026] |

1
FILM. 2 52547
UNBERLAY TUBING 5 36551
NON GHEMIGALS: | 5. ] 26 656
BONDER CHEMICAL 6, 7354 |
CHEMICALS: (MAJORS) 7 810268 (1)
OTHERS -8 86756
SMALL-GHEMICALS: g 505644 |(1)
POLYESTER HBRE. .
- ‘ suly total: . 1680800
- -1-680 800
WORK iIN PROCESS ] B
RONDEDBLOGKS square. 11 10372
BONSED BUNS rotnd; 12 0
SQUARE BL.OCK /ETHER BLOCKS! 13- 1016428
ROUND ESTER BUNS 14 25374
" |ROUND, ETHER UNDERLAY BUNS 15. 0
POLY ETHER BUNS K 14338z |
' : . sub lo!ai 1149 556

1.189 558 - _‘

TOTALRM & W. INP.

N

2870356

L

TZ070356]

FINISHED . GOODS

T

COMMANDESstos:

EONDED UNDERLAY | 0
SHIF’F‘ING NVENTORY (GooDs) 18,23 113574 ()

subrtotals |- 113 574|

T T ' 113574
TOTALINVENTORY " 1TOTAL: 2 983'930].
o 2983930

SEGTION T, SUPPLIES: 1 33:407
SECTION2: FIBER’ 3 3763
SECTIDN.3: BLOCS: 3 13986
SEGTION 4 BUN 2NOS. 4 1827
SECTIONS 5 19798

TOTAL INVENTORY

oA |

72081

3056011

OVERALL VALUE

"|{@31As per thé Hocument added i the Data Rooin 6n Feb: 14, 2012, |

(2] | THere 5.a0 colnt for the latex inventory bivpage 107 of the

"Equipmentand lvenhtsry! doedment in the Data Roorr;..

Scwgooyg 2 C\Qa)
Seetion L




Schedule 3.6(B) - Spetion §

> Dasignatés cotnted inventdry

. 8EC, Yhnuary 11,2018
RAW MATERIAL T .
SCRAP R 455026
FILH 2 52547
UNDEALAY. TUBHIG a 36551 :
NN CHERIGALS 5 26656 '10%)
HONDED CHEMICAL ; B 7384
CHEMICALS (MAIORS) 7 810266 30%
OTHERS g 86756 0%,
SMALL CHEMIGALS G sos604  Gosl;
POLYESTER FIERE e
“ub.\otal; 1680860°
) 1680 80D
WQRKIN PROGEES
BONDED BLOGKS §qunie- 1 10372
BONOED BUNS reund {2 T
SOUARKE BLOGK ETHER BLOGKS - 13 161pazs 200
ROUND ESTER BUNS 14 25374 30%
AOUND ETHER UHDERLAY BUNS 18 ]
. FOLY BTHER BUNS 18. 143382
. syl lotal: 1189556
1189568
TOTAL RM &W, N P.. Totdt: 2870356
: 2070356
FINISHED GODDS
GONDED UNDEALAY 17 0 30
SHIERING INVEHTORY (GO0RS) 1823 113574 :
“Sub Lok . 113 574
: 173370
TOTAL INYENTORY TOTAL: 2083930
2593910
secrioNd  SUPPLIES- q -83 4oy
SECHONZ F8ER- - 2 3768
SECTION G- BLOCS a 13288
SECTION 4 BUNENDS, 4 1827
SECTIONS COMMANDESftozt & - 19748
TOTAL INVENTORY TOTAL: 72001 -
Add purchase:of uncoynted ltems. with no specifioprica shove.
OVERALL VALUE 3056 011

727,930 His. @:.15/1b.

et 6t 2 below

Tste qotes T & 2bieloy

Seenote 2 belov

t|5ee fote Ybelow

Nike1

Tata Cheriical iy inventory:

asg TON T Iny {value $0.60) 33313 1bs @ 1.30/1b

410266
129705.

Thiinventory regdrding those iterastrave béén pvaltiated as af Jantiary 31, 2013.

Heraining Inventory.” $B0 561
Value 3t 30% 204168 ).
Noje?2

NDl-:E_;';: ) )
The Purchaser shall pay100% of the laten based on the:cost prasented un gage'107 of the
document "gquinmentand Inveitory™ pasted 6a Febryary-14, 2027 In the Btz Room-

{see attachment).and the {fnal count of Latex as'of the Closing Jate..

O




“PAGE 1.

L J‘ \-4.; veer 4
REL R

Sauf surlndicallon camralre,tnut Ie matéﬂe] compte est heh gt dlspombie fmimédiatenient.

’* SIGNATURE:
i 21 (LAST SHEET):
LATEX [NVENTORY'
L IYPE - TQUANTITY | COST _|TOTAL
- Stngle Soft (TXL-65), | {1630 | -
Single Mediur (TXL 78) - |T 135.30 -
Slngts Fifm (TXL85). 204.95.| ¢ -
P Single XTRA FIRM {TXL.-95) 185.00 s
Twin Soft (T 65). ' 11530 | -
- Twin Medium(T.75) 135.30 - |
: Twin Firm (T 85) 204:95 - |
L Twit: XTRA FIRM (T 95) "~ 1B5.00. - |
i Dauble Soft (F 65) 21621 -
_230.40. -

Double Medium:(F-75) -

Double Firm (F85) L 23640 P
Double XTRA FIRM (F 95). _256.00-1
. Quieen Soft (G 65) 185.85 =
P Queen Medium {G-75)° 198.45 -
l‘ |Queen Firm (01 85) 315.31
Queen XTRA FIRM (Q95) 35240 -
T King Soit (K 65) 235:90_{: -
i King. Medium (K 75)- 250.95 -
King. Flrm (K85) 284.55
= jKing XTRA Firm. (K95) - 330.78 |. -

- 325.00
325,00

CK SOFT {Ckes).
CK MED (CK 75)

e ealen [onlen|en [enfenten i lon o fer [on|enten|on|en | [ner]en e[ |en]en
-ﬁﬁ@mﬂﬁﬁﬁﬁﬁﬁﬂﬁwwﬁwﬁ&%@éﬁ&ﬁWﬂ
1

) CK FIRM (CK:85) _360.00 -
CK XTRA FIRM {CK 95). _390,00: -
SZONE 380.00
7 ZONE 400.00: -
i PILLOW. - 20.00: -
{ i
t




Sc},mdu]e-z.ﬁ(]g) -

Txcess xebates to eistomers

See document atiached §
Total of tivo (2) pages e
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Damfoam Intérnational

- Rebates

Asiofdan 27 3042.

|cusT#

“REEATE AWOUNT .

OUTSTANDING; OFFSET |,

AGAINST AGGOUNTS.
RECEIVABLE

10072 .

10120

31,760.76

70192

- 558127

10465

$22,390.75)

10554

$18,833.96

{1207

§2,749.60

U138 |

$3,626.04

12000

$7.267.85|

12253

$3,606:38

00202

514,808,00

10005

§171,143.58

1020

$24,868.08]

10305

-$162.69}.

10358

$1,554.44

10379

$4.939,56

10384

$7,199.28

10510

$4,601.00

10545,

$6;19347

10848

$514,01

11155

54,186:48

11164

$66,036.80

11209

$16:269.76]

11268

$5,184.22

11289 -

$6,523.36(

11457

$14,360.06]-

11666

$10,677.75|.

11777

44480035

11844

$5,922,66|

11924

$17,760.30

$17,128.04]

12158

$8,822.25]

$51716.50|:

12282,

- §,039,991.89

U/2011:01-27 REBATES OUTSTANDING DOMFOAM s




2 Schédule 4.3 (c)
. Confidentiality Agreement
Sée dociment attachied
nine (9) pagés

i
i
Fan)
Pt
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GONFID'EN-Tmn

Dorgfoam: rn!emasmnallnc:

“B785 Langeller Blvd-

8t Leonard; QC
HIPICY -

Altendion J’dllrf:-!imx‘ard

Rer. Dnmf‘oam Inrcrnnt;oml Tiic;, Valle Tosm Industriés (1993) Inc, arid AZ Sponge: &
Foam: ‘Frodiicts- Ltd. (co!;antwcly. thé-*Coi pomtmn") Pmpnsed Sdle- of Assets
(“I’I‘DDOSL(I T] ans.mtwm”)

Wé huve. requistéd ihat thig: Corjioration piovide wy (the “Intérested - Party™} with the

-Cenfidentia) Ini‘ormatmn (defined below} 1o assist. in, dctcrmmmg for ourselves e,
, ddswab:hiy dnd feasibilily o procedding wnh the Bropesed Teanszctions putstant and subjeat

fo-ihe Emis and cundillons set liy the: Coqmmlmn (the. “Periitted Purposc") and cnn[.mwg

D

TR ackndwlcdgcd lhnL but for deh\’ery of 1his felter the Carporntion woufd not provldﬂ the

Interested Party siich Confidential Information.

Upon sceeplarcé of ihis jetter by the Carparation-and. suliject to the provisiss. theref the
Carporption. shall provide. or Tause: (0 be: provfded 1o the Tnterested Party-such Coiiffdnial

_Information aslhc Cotporation i the exérelso of its unfengred dlscreuonmay detéentine.

HConfi dential Triformation® meons ol fnancial staremerits. and informalion. and ail dita,,

compllatmns, analysis, docuriientatiah, and other informationand every par: thereol, yhethier
in-electronic. form or thervrisey; which.now aor hcrea[ter cOines: fto the possessmn o5 undér -

the’ control-of the Titerésted, Parly of its Representafives: (defi ned Balow) mcludmg, without
hm:ratmn, that ‘re]atmg ta the Corporation®s: business mgamzallon, bysingss opeyitlons and

systems; Knuw«how, ‘business plans, Research Infbrmahun, Customer Infarmatidn, supplwra, C

finanelal - strigature,. 'E‘mancia[ Information, Supphed Inforinaiion, Marketlng Information;, °
pssefs, employess, employéer re]aunnshlps Software. tid otlier Jafoniaation bE dny Kind -

‘telating to' dny ‘of the Toregoivg and includes-all data; compilations; analysis and: ather”

dicuments: @nd mf‘ormnlmn yrepared biroron behall b the Inférésted Party or by any gf i
Representalives. based, in wliole of in part; o auy of the foregoing, but expressly excluding
any repartg or: analysis of thé Cofporation caitducted by any professionals vetdificd by dr with -
tespect to the Corporetion, including, without limitation, Deloitte LLP;. Tn cansiucsion, with

_the poreent financial state of ike Corpora!:on, any rcstruclurmg seeharios. a\rmiable to le.
Curporatmn, and arty analysis of the-value of the Corporatlon or its assals

I.‘pmhr,-. purpuses.af.tlus-leuei‘.

{ay  “Corgoritiont shall nclude. and exiend “fo- sich ‘susidiacy of the.
) Carpotation,, éach portobrship contralled. by lhc ‘Cofpbratigt: tr. e




(b

)

.

®

o}

{8

©

raSpegtwc subsuhanqs, each o whomshall be entitled do: directly- e fares: lh&
provisiang of this Jetter analnst lh&]nleresled Party nutwﬁhsmmimg that-tlilg

[ettetijs nof ducctly addressed td o requircd fube decepled: 554 ARy OJE:OF ;

apiorg-6Fsiich subsidideies.ad parinershlps, ’

"Customch anmmaﬂon“ inchydes. any infosmation -pdrfaining fo.
C‘(mmra!mn 5. Customers; plnslncchw:. cuslolrers; nstomer base aud idrkels,
bms})ﬂcliv‘c Sussanfer base and: marl—'ets, mc]udfng Ensidmer ur praspective
chstonfer nanics and. addresses and (e naies of cmp!ayccs or customers or
Rroshartive cuswmcrs witli: whom ke Corpnrat:on i3 in dofitaet: iir 48
busmcssAl ar proposes. ta- r.unlnct, customier OF: - prospedtive. cusigmer
rcqnlrcmcnts and the. Corporation’s - cunimch it iy, custouiers or

prospectiveicustomers, :ncludtngﬂcim[s as to pricing, supply of scovioss; pid,

royaliy and/orcominission rates;

”I‘suﬂnc;al Infermation® iucludcs any aid Al information p-’:l'umu‘t_,L to:the.
Cbrpbratmns agtual of antisipated salcs mcnmc, prc_lcfcuorfs, Piplit,
profi {alnllty. pricing. salaries and Wwages;:

“}Qmw-huw” fagludes the acenmulaied. " skills, cxpsrmnqc,. know{cdg&, .

paients,mta]lecmal progerty, i information; data, patterps, designs, engineering

specificafions; schematics and ol information with respccl Vo-the design; :

pmdnchun and prm?lsmn of the praducts andfor seryiees pifered by (ha
Corpuraton’s busingss .ot prapnsed business sand oF the: Spﬂwale réfated
thereto,

“mlaifeefing Tnlpy it fion® mcludcs information’ Including buf.not limited o

fhig: Corporaucn s marketing progeaims, piuns, strateeles dnd prcpnsed f‘u!ure:

produgts, services, adverising.and promotions;

“pergan™ shall Be Groadly. Intipreted to- fnclude, - without ]:m]tatmm any
fndividual, - ~corporation, fimited: labllity - curpmntmn, Canipaily,. fuoup;
p'irtnershlp,l Tmited (iabsitity panm:rshlp or otfice entity,

"Replesehtattves“ meARs, cochcEivu]y, edch of ihe dirotors, nff tees;
employeds, agents and dller :‘Eprcscniahvo\ of the Tiferesied: Purly ot {hc'
Coporition {as Hie cide tufe 1) fucluding, swithiont. llmilalmii their,
respective lawyeks, accauntants, eonsultant and fingicial advisois;

“Rcsearth Tiformation” includés ml"ormation pertaining-to any fesearch,
develapment, invésfifiation, study” ana]ysls, Experimient or losk. camried.on’ or
propnscd to be davrled on by the Corporation;

“gofivarsy  hcledes Al etheds, programs; lechniqués. -and -otiter
informalionand. mater:als relaling fo the hﬂndlmg or tientinent. of. daia by--
compufers and all othet nigeassary § information nlilized T order 1o providethe
fered By the. Cnrparalmn 5 husticts. of prnpnsed busmass and all
doguméntation theteto, and facludes all ¢omputer. programs; mcludmg

-F Suppﬂr}téi_dnd




TG TAVA; i, LINUY, 6NU, Gy and ottiér Tnteiuet -oriénicd.
- -compu(cr Programs,. systems sof‘{v.fam andl applmatmn programs; -and: all
; refated maruals, documentation and- mn(mia]s relating fo the -syiteing softwiire:

P - s applicatibn programsf

() “Supplied Informnlmn" inéludes. all- business. informatidn, compuEt
soltware and’ ‘technology: which-is proprietiry fo dny’ othét person. oing: '
“husiness with.dhe Corpnralmn andwlnch Ispirde avmla.blu to 1l Cujpcrntmn.
undcrcondxlmns of cofifidentiality; -

At thg iequast oftllie. Corpbrnncm and Ior othergood.pid valuable consideration (the. seCEint
- dnd sufficiency of which ¥ heiiliy ‘aiknowlddaed) thie Interested: ' arly: covengnysand agieck
with tlie Corgoration as-follows;

i Deemed Confidential Fraperly: AsUolweed the Curpomhmz ‘Hid. the Titerested Parly,
i the Bonfdential, Tnformalisi; and évery part thersof, i5-and: shall'nt-all lines be,
i degmed fo he: the confidential 1‘5ropeny el cnnstisute valuahle iraidle ecrets of Ife:

[ ("orpm ntion, ihether ar nof, Ut for- s pm“lgmph thes-same woufd, ofherwise: be.
ronsidered confi dcntm] and!ar teade setzels nd - whetler or wat- it is mnrked or °
407 niherwise expressed on its face fo isccor'lﬁdenual .

2, O‘vncrsh:p‘. The Confidertiot nformattar Iy and shell be deermed fb b gwwned solely by

. the: Corporation aird the right 10, maintain-confidential thi Confidential Inforipationr

P © constitutes dn exclusivi propristary right of the Corporation which it'i§ emitled 6

P profect ‘The Interested Piirly docsnot-and shafl be deemed not ta have any right.to or-

T propirietary nterest i the Confidential Tnformution, All of the. Chnfidentinl
Tiformation which is disclosid:to ot othcnvxs&, comés ito the possession or under iha

I cantra]:0F the Interested l’drgy shall, subject fo-pacagiapt 5 below, be'yepcived and:

: lield by the Tiitprasted: Paiy iir frusL salély fof: the Lorparition notwilhstaudlng lllc T
Infcwslbd Parly's.righitto-use: it for the Permitied Purposs;. ,

o 3. Permitted Use: “The Confi dantia] infGrmation shall .only BE esed, dlrcctiy by the:

: Initerested: Dairty. and ity Repfésentatives for the Peemitied Purppsc. Extpepl s
P otherwise praviiled for horejn, e Confidential Tnfurmatipn will be kept strietly
eonfidential by the Interestéd }.‘arty. whether br ot sugh Canfidential Informption is
= ,markcd or oilierwise expressed on its face tobe-conf] dcmml Otlier thnwras permllied -
f : hérging: lha Inleresled Paty will not, directly or mdlrcctly, without the: priot written,

eonsent of the: Corporatmn (whu,h cgnsent.-miy B¢ arbitrarily: withlield) diselose,

publish, feproduce or othefwise- d:ssetﬂmale dr: comimunicale the  Confidential . . . .
— 1 Infarmation, aor will. it permil, cause or ‘zcijniesce: fir- sogli. thﬁclnﬁnle.‘g_mnlhe;' , - [ Fuppriméraf- ]
) {lisiérmination -or commumcntinn of the Conﬁu‘antml Tnformatmn by the: T ;
b Representatives of the: futéresied Party.ar by any other. persds, all-in my- mannet
\-.hntsocver, in Shele orin path.

I{_?uppr]mé.ﬁﬁhm o J

fﬁ Thigs In!crasletf Parly agrees to res!rlct the. -discloswre, dissemitntiis - of ok h [gppp,;me. : - ‘]
S - communloation ‘of; the Confidential. Information silely”to such: of ther Iiterésted Parfyls (Supprinié; Tsogby helmeresied

) Reprcscmatm:s who need o know: the, Confidential:Information for ihé. Perniiited Purpdse |~ | Py -
. | dnd. U Intovesid Porre shall; nforng. its Represenatives: of the ownership- | and slnct Sugprimé; andwllblgl:nmwmmg
P ‘eonfidential naturg of the Confi dcnlm[ Informatlon, ) . ;v.uhﬂ:hT_imeﬁﬁmmuhnhnuuu byite.
I . oy enns of-lis teier °

[ - ' ' B

1




fn

| 4., Disélosure: List & Respanstbility, for- Representatfves: The, Interesied: 'Pariy shall

‘maintiin-a cirent. listing. of athi-of jts Representatives: 18- iom ang’ of the.
-Confidential. Information hag been disclosed or -otherwiss " dissentinated. or
communigated-and. o each and every requast of (He: C’nrporaﬂon, 1l Imerc‘itcd iartie
shalt without dela} defiver (o the Corporationa camplete: and atcurate copy of sugh

lisk.  The -Inferested: Farfy -shall Slmllﬂrljt delives on reqnesh Jfhe In!lnw:nq,

mlm‘m‘l [ mrl

il nie: ofF the any Iaw Firiigs siccdunling nrsut: and consulipg [fnis (the
R Y v el witly e ln[vwsrcﬂ Paris ng il Repsgtnta ey,

() viamic i the posion T glinrse: Tor dieh Vi

(¢  business address and telgpligne himber 16 rgach the }?g:‘sﬂl-l iy ébvargee [y unidi -

Tht: Intcrc‘iled Paity-shall- b regpansiblemid finble ty the Corgorafion forﬂi]}‘ arid-all

acld or omidsians of each of its- Representatives which, iF dona o ommcd dlrcctly by (he
Tnferested Parly would bea bignch of ihe provisions of lhtslu[lc:r

Thé Interested Farty-shall safiguard the- Confi dcnt:al Tidormation from diselgsir:of

othet: dlssemmalmn orcgmriiunieationtoany: person ollier thawas. expressly pernigied ferein,

5, Exéeptions 10 Prohibited Usé:The obligations and limbations fmposed:on.tHe Jntérésted

Parly. and” it§ Représéntatives. hesewnder -slial]. nor. apply. to. any Conf‘ duntial

Trfarmatiors. "

_ta)‘- whmh 13-or Hecenies genetally-avaiiable 16 the pubilic.other thai 45  resiilt of

N ifs disclasnre oroier du;semmafmn o qdmmumf:ntmn Dyl Enlc:es[cdl’arly
- or]is Reprg:scntntwcs, or

fod whiclt bbcomus-avaitable to. the: Imeras!(.d Parly ot its chrcscmatwcs ol 8, -

nonncanﬁdentml bﬂ$15 ffon 4 qnumc olhcr lh'm ihi C.'mpunlmli ‘or i
- confi danltallly ﬂgrccmcnt_f'.lftﬁ Thi 1 Cnrphrahon ar oiharwlst: pro]nbiled from

tiansmitting. the. Confidentjat Infurmatmn. 10 1he Intergslad Yty o6 s,

Repre_s_entatwcs by dontractual, legal or fidusiary obligation, ar

(0) which is alteady in nnerc\:'.mn ol i friskestil P"ll‘[\’ Qmwdod that suely.

Canfideitial nformmaio ¥ nol subjel to-auother umudc‘n[mlllv dinréemant
olinn. Afsslosurd avrediient Wil the: Corpuraliom

Tn adc!mcm1 the. nblxgauons and restyiclions lmposed' i the Interésted | Parly' and ifs
Renrasentatwes hereunder shall nat exfend: to. pechibit thie Ttérested Party from diseyssing
the Proposed Transactions with and. disedosiog any oftia Confi dcrmal Informataon 1oz,

j(‘i) sy olhier-persarc wh. Hos sfizaed & confidentiality versemint with e
Corporanon 1 substantially {ti-fofnv.of the ngreement consluuled hyr .

lh;s letter regardmg any 0[ the Pmpused Transacuons,ancl

[SUppnme. of asly prnll p;mms:l al

oiviliz said B,
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(i, iy, goverimantal: or Fegdlataryibody fn C’;mnda havlng J(tr:stlu,ubﬁ
aver the opegationsof the Corporatinn orany prvt theteof or over-the
Imeresied Varty i ebinéetion, with s participation. i any af the
Brapased Tr'\nsaumnS, pravided that the diselpsure, dissemination-cr .
thae communication afdny of e Confidential, Inforiintian.fo svoky
tovernmantal or regulatory | bud;rr is-mendle:on & cgm[' deniial basiyand, |
“$uch- cenf‘dcmlal basts 15 efflicr- provided for by appllcab!a [aw of
rccogm?cd i wrmng byithe.elevant bud}r

Nom'nhsiandmg the forepaing pirtvisos of tis parugrz{ph 5, in the vint (Tl (e loferested:
Party orils Representaijves-are requiced-by. Iaw. or. govecningutel action to diselose dny of the
‘Cenﬁdcnnaﬁnfonnauun, the Intetested Puﬂy and/or- t!ﬁ Reprasentatives wiil_wit i hest wifisrt
T, dlelbvi
Cerporalmn mny seek an . agproprints. Trotective. arder andfoe waive cumpllance by the

. Intetesied Party-or its Representatives. wilh. tha provisioss of° This Ietters {6, im]mg The
. oblam:ng of & profective.order or he-delivery of stich-a-waiver, the Inferested Party Is, in i
[ -opinton.ofiis Jegal soupsel, compelled to.disclose; d:ssaminmcor othersze.commumqa!cihe .
" Confideniat Inl‘nrmaimn the- Inferesled Parfy- foay disclose;; dJsscmma:q or olheawlse

communicalz the Cofidential: Informmtion, but-only 1o The extent $o. corpelléd, without
llabitity ! hercunder.

6, Retarn of Talbritions. JIW Intcrc:sl&il Pany shdll an sécelpt of:the written, request of -
the -Corporation, promptly deliver Mo- Alie Cmporanon all’ of the Confidential:

Information’ whicti is {1 recorded iy (whether such fosm-be In. wrifing-ar-in -

electranleally réfricvabla form of clegtionically stored datd of nihermse) and:eactr of
fhe Interested Party and its chrcsc.nlatwes shall 1ot retain-any sopies o thel‘eof

7. No.Liahifily foe ifoy m.ihou Al fhé fime(s) anj? of tlig Coniidentist Tnfarmation 75 .

dilivered 1o #hiz Inlerested Parly, ile. Corporatlon vl attgimpt to° tnciude {n-Such- .

Gonfidential Tnfrmaticn sheh materiads which fhe: Corpordtipn. chnsiders o he:
reliable: m;xd felevinsit for flie Permited Purpose;. huwhver, the Corpeeatiot; shall Tiot
Tinwe or-faeur wny, and-fhe Tatéresied: Parfy hereby- waives gny right lo. claim any}
linbility: to_the: Inferestd, Party-or-ts. Represtntativés in conncetion willr or ansmg’
from thie: Canfidential Tnformation and e use thereof: by the- nlergsted: Party ar jts
Repmscmntwcs.

The {riterestet Patty acknnwledgcs and agrccs -for itself atef it Represchtatives that nelther

the-Corporation norany of 1ts Represenfatives in providing the ConfidentialTafornation, HET

- o Will be-taken fo fiavémade either oxpressly.or impliedly any representations or warrdrifics .,

as fo the accuracy ‘O compTcIcncss of (he- Conﬁdenual Informa;mn ind the Inferested I’arxy
confirms that-it'is not telying-on iy represematmns of wWarrantigs of lhe Cerpuration akits:
Itepraseitatives in.making use.of he Cont" dential Infoimation;.

8, Indémnity: Tie Inleréated Party hevehy meondmonally indemnifies.apd shall. farmver:
snve: hmmless the, Corporation. from and against any and all losses, damagcs
}nbmtles {whethier actial, canfingenk ‘o otherwise), procgcdmgs. tosis-and expenses-
mcludmg, without |Iniitationy legal-Feds. {on aseale as betwean a soliciior ang:his own
‘cltant}, iwhith (ke Corporation.of-its Represesitatives nay suffesy inenr ot sostain it

-ta the Corpnra!lon pmmpt prmr pofifichtion. of such n:qum:menl{s) so-that the: "

(Supnrlmé; wrlltens




“eogugition: il nr 8§ & resuit of ' breauh lig- t[u. Intcrcslcd I’arly or-ay: of.its,
chre§cnhfwes of ﬂny of 1haprnv1smns con!a!neﬁ iy (s Jutter:

Al af the. provi lSlDl]S« cunfnmcd hereln bic: rcnsnnub[&m {ke &rafmstances :md valid-snd hé
[: Tntevested Party. Jiereby waives.ull defances;
cnfurcﬂmcntthcrcof hy ihe: Corpnraﬂon ind. 1[5chﬁrascmatwesA

9, Cnnimm!y of Agresnient: The prolnbmons livtiitations. a‘ndubltgaimns oftheThieiested

Party herein conlaincd shall cnni!nuc m full'_forca and pl‘fect nolwnhslandmg Yhz:
g o &

“0; Usm at Ynformatien Past'fnvulvement The Intérésted Parly:sliali not; atany. timie: uﬁcr

it ceasey to progectl with-or be-rvalved in,the: Proposed. Transactions and cxccpl?\ii

alhsrwlse, expessly provided for hereiny (i)-use any of the Confidential Informahum .
3 furlhc. riges of 1he ‘Fusiness. of lhe Tritétestéd Pardy or the: business nf ny ofler
peeson; (il) fiuerfere iany way it any confractial of otlier busliess relalmnsﬁxp ol

i Corpq{a_tim]' {iiiy disclose disteminate. - or ofhiervise: tommpnicate ~the
Coifidentiad Iﬁférma{mn arany part thereaf, (0 ady person-or wflizg ihe Canfidential
Infoiiation. fn: dny ey wiich. s advérse 1o the Corporationg or. (V) directly: or:
fndireetly -solicit, for.. Employment. any persoit who s figw employed by the
Catporatios, wiless the: Corpofatidn atherwlse agrees, i w”llhg, prioe -to guch

solicitation for employment.

AL Right to I.‘njmn It is ackiiowiedged that the- provlsmnsof tliis Jettcrare csscnnal for-the

prifettion of Wi Corperationand, in:the event. of the- ‘non-performance. of any»

,pmv:smnk Nefeafin stefet acchrdancs with-their snemf‘c termi oi aiy Treagh af; any
Tirisions.of this Iém:r‘ thie sente would cavse Immedinte and” lrrsparabiu Dari and -

P

damagc o~ lhe Curpomhaﬂ for which manetary relief would be madcqueuc: or
finpossible: Ja siscerlain. "Thie Interested, Padty: ggrees: that ypon ‘any Breath: or
threatened Gireach-of thi¢ plovlslcnshereof the Corporm:on dliall.be eniitfed 1o obtmn

. frame ang eourt of gotpetent: jufsdiction, interim and pérmanent’ 1n_;unct1ve rediel on

athes appruprmle fori oF equitable relief fu-liatively enforee iheprovisions hereof;

-amil sin accontivg ‘of al). profits and bcmf’ls which. may have bean or-whick may be

derived botH dm:cily or.indirectly; as ad:recrnrmdir&ct result uEsuch brozch by the
Interésted Party- ot any .of jt§ chmscnla{wca wha have commitied. or- wha have:

tlyreatered fe-cotmmit suelr. hreach, whicli rights-and remedies shall be cumilative and,

ivaddition td any ¢ other rights o rcmedtes to whicl the:Corperaticn may be entitled.

No failsee or ddlay by the. COrpamumr ity exerdising o Yaking sleps to cnl‘urcc any 6f its
tights or. cntlt]emsnts Dixlef the: piovisiins. of 1his. fitter shall- operale af u woiver tigreof,
uyleds such waiver s Tn.wtidiig aud slgned by e Corpnratmn, nor shalliany'single o partial
exefdlse (herdof preglude-nny other-or fnfure: exergise of‘ any glher sight oremitlement-of the:
Corporation Eersunder.

13, Matices: Any, notice: des:red confemplated” ot fequited. by. tlsis Jettet o be, aiven shﬂ[[ fe

delwercdhy hand ar fncsum[h tor

qmtles ‘and. rsghts fo and aeamsl ihe striek;

{ supprimés vghis o st1 615
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8y the:Compdration api.

F745 Laiigelicr Bivd,

Stleomrd; QCHIPRC? ., | N

| BRI S o
Attentiony Johin Hownrd

Telgphone o, 143358320 cr
PSR Na, 514-325-041 i L

() the Tntérested Racty-at:

8600 Decarie Blvg . Y e

Build 28

Town of Mourt Roysl OG WP 2N ., . ... . .

L - PR

Atention~ 7 FrankLOatinger ., T T T T
Telephortie No, S14-341-800 . . . _ R e

Facsimile No. S40-0389. L L.l

\‘Jifh dopy o:

LantarhePeiven Lamber! Yinesnl
#40 Saints Lot Blvd. -,

Suits 2000 )

Mettieal. OC 113V 3¥T

Allenfioi .. lnctjues Vineont:
Tilgpbons Mo, 514-7980490
Fapsinile Mo, .. 514-798-5599-

13. Applicable Law: The provisions of this: etter shail. be govemed by and construgd and

tirforced exclusively in aceardance. with the Jaws-of Quatos and. the fedgral faws of, .

- Cannde applicablg thefein:

The Corpération is tequested Lo- Evidance ifs Agresment and zéciplance of the provisiong 8F-

the lelior by signing and returning the: enclosed: copy theréof which has been sighed by the:

Iiterested Party, whereupon thifs. letter wilf. constitate the binding: agreéiment between the.

Titeresled Party and the Cotporation vithrespect to the subjedt matter theredf.
Yauts vesis truly,
8.P. Holdings.Canadn Ine, or Nominge
pﬂ’/n‘-”f’:”"" )t

: G AR
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D ’ TOx 5.P. Holdlngs Canada Inc, or Nominee
Accepted and-agreed to with effect as aftlte date set out ahove.

= ‘  DIOMFTOAM INTERNATIONAL INC.

Tere.

i vay RN - HDedARD

| wna g2




i
d
™
Pl
o
.
i
P

[ Pags 7 [1] Supprinis +

G, 201271125 0842100 |

.. & Mb Jacqiies Vincant. = - -+ o

Pér:.




Schedule 5.1(0)
L:st: of assets f6 bé acquired Ly the Vendor
L . From Vaile Foam Industries (1995) Tne,.

Prior to-fhe Closing Date

See dpeum ent.atiached
ofne (1) page

'_Ié.’%éI_’A__-D,t_}mfaanf,;s,v::liéftlil‘q-.s_j(}(-}ﬁ:A;Lnyc;‘




Bonded foam peelérand boring machme

Foam shredding lirie ¢ blowar

2 shredded foan storage bins chw-fluffer arms, gearboxes and drfves{Z units: @ $5.00¢ each]‘
Baumer contour saw.¢/W infeed and outfeed conveyors.

+ Wintes.contour saw olw infeed and olitfeed’ cohveyors

_Conveluter - Edge Saw agi capaclty ) .
Carfoussl {af, Chingse manufacture)

-Autamatlg s Wrapping machine (built at Damioan in- 996}

Autoniatic Verfical saw

Zwlclk foam tastar

Dismantle, transport and reassemle at Bomfoam.-

Additional [tems. )
Foar'shredding Ine cfw blower
floor scale

Laminator unwind set-up
Laminator heating sysfem.
Undeériay sealer

Web align unlt-

Alr compressor

A.P. bailér.50.HP.

Bisméritle; transportand reassemble at Dormfaan




EXHIBIT “D”



2012

THIS ASSET PURCHASE AGREEMENT is made this 21" day of February,

EETWEEN:

RECITALS:
A

A-7Z.SPONGE & FOAM PRODUCTS LTD. {“AZ”),

- (the “Vendor”™)

-and -

Jsl2 s i a company govemed by the Laws of British
Columbia. (the “Purchaser™).

By an order of the Honourable Mr. Justice Newbould dated January 12, 2012 {the
“CCAA Order”) of the Superior Court of Justice (Ontario) (Commercial List)
(the “Court”) each of Domfoam, Valle and AZ were pranted creditor protection
under the Companies’ Credifors Arrangement Act (“CCAA™).

By an Order of the Honourable Mr. Justice Brown (the “Sale Approval Order™)
of the Court dated January 27, 2012, the Vendor was authorized to market and
sell, subject to obtaining the Vesting Order (as defined herein) from the Court, all
or any part of the assets, undertakings and properties of the Vendor.

The Purchaser has agreed to purchase from.the Vendor, and the Vendor has
agreed to sell to the Purchaser, all of the Vendor’s right, title and interest in and to
the Purchased Assets (as defined herein).

THEREFORE the parties agree as follows:

11

ARTICLE 1
DEFINITIONS AND PRINCIPLES OF INTERPRETATION

Definitions

Whenever used in this Agreement the following words and terms shall have the

meanings set out below:

“Agreement” mecans this asset purchase agreement, including all schedules, and
all amendments or resiatements, as permitted, and references to “Article”,
“Scction” or “Schedule” mean the specified Artiele or Section of, or Schedule to,
this Agreement.

“Assumed Empleyees” has the meaning given in Section 2.6.

“Assumed Obligations” has the meaning given in Section 2.79.
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“AZ Assets” means all of the assets, properties and undertakings of AZ acquired
for, or used in relation to the business conducted by AZ at 811 Cundy Avenue
New Westminster BC including, without limitation, the A7 Equipment, the AZ
Inventory, the AZ Accounts Receivable and the AZ Assumed Coniracts, each as
described in Schedule “C” hereto,

“AZ Accounts Receivable™ meang all accounts receivable, choses in action, book
debts and any other amounts due, owing or accruing due to AZ in connection with
any of the AZ Assets and the benefit of all security (including cash deposits),
guarantees and any other collateral held by AZ in respect of any AZ Accounts
Receivable.

“Books and Records” means books and records of AZ relating to the Purchased
Assets, including financial, corporate, operations and sales books, records, books
of account, sales and purchase records, lists of suppliers and customers, business
reports, plans and projections and all other documents, surveys, plans, files,
records, assessments, correspondence, and other data and information, financial or
otherwise including all data, information and databases stored on computer-
telated or other electronic media.

“Business” means the business conducted by the Vendor prior to the Closing
Date.

“Business Day” means any day other than a Saturday, Sunday or statufory
holiday in the Province of Ontario.

“CCAA Order” has the meaning given in Recital A.

“Claims” includes claims, demands, complaints, grievances, actions, applications,
suits, causes of action, orders, charges, indictments, prosecutions or other similar
processes.

“Closing” means the completion of the transactions described in Section 2.1.
“Cloesing Date’ has the meaning given in Section 4.1.

“Closing Time” has the meaning given in Section 2.5.

“Confidential Information” means any information described as confidential
under the Confidentiality Agreement.

“Confidentiality Agreement” means the confidentiality agreement daied [dafe]
granted by the Purchaser in favour of the Vendor.

“Contracts” means contracts, licences, leases, agreements, obligations, promises,
undertakings, understandings, arrangements, documents, commitments,
entitlements or engagements to which the Vendor is a party or by which the
Vendor is bound or under which the Vendor has, or will have, any lability or
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contingent Hability (in each case, whether written or oral, express or implied)
relating to the Purchased Assets, as same may be amended and/or restated, and
including any and all related quotations, orders, proposals or tenders which
remain open for acceptance, warranties and guarantees and documents ancillary
thereto. :

“Court” has the meaning given in Recital A.

“Deposit” has the meaning given in Section 2.3.

“Domfoam—Assets"Rigans all of the assets, properties and undertakings of
Domfoam acquired for, drysed in #élation to the business conducted by Domfoam
at [specify location if necess including, wﬁﬁrﬁimitaﬁon, the Domfoam
Equipment, the Domfoam ccounts Receivable and the
Domfoam Assumed Contracts, each as described in Schedule “A” hereto.

“Thom p—Accounis-—Receivable—means—a SCEivable, choses in
action, book debts and any oth ountsqgdye{ owing or accruing due to
Domfoam in commection with any oXthe Dofufoam Assets and the benefit of all
security (including cash deposits)/ gudrantees and any other collateral held by
Domfoam in respect of any Domfoam Accounts Receivable.

“Encambrances™ mezans liens, charges, security interests, pledges, leases, title
retention agreements, mortgages, restrictions on use, development or similar
agreements, easements, rights-of-way, title defects, options or adverse claims or
encumbrances of any kind or character whatsoever.

“Employee Liabilities” means any lability imposed upon the Vendor, or the
Purchaser pursuant to any federal or provineial legislation pursuant to which such
party shall be deemed to be a successor employer, related employer or otherwise
responsible for or liable for payment of any amounts owing to any of the current
or former Employees (including but not limited to the Assumed Employees),
whether pursuant to the Labour Relations Act, 1985, 8.0, 1995, ¢.L.1, Schedule
A, as amended, the Employment Standards Act, 2000, S.0. 2000, c.41, the Pay
Equity Act, R.8.0. 1590, c.P.7, the Worlkplace Safety and Insurance Act, 1997,
8.0. 1997, ¢.16, Sch. A, or the Pension Benefits Act, R.8,0. 1990, ¢.P.8. Without
limiting the foregoing, Employee Liabilities shall include:

(@  all salaries, wages, bonuses, commissions and other compensation
(including accrued but wnpaid vacation pay and any retroactive pay) and
dll liabilities under employee pension and benefit plans relating to
employment of the current or former Employees;

(b)  all severance payments, damages for wrongful dismissal and all related
costs in respect of the termination by the Vendor of the current or former
Employees; and
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(c) all liabilities for claims for imjury, disability, death or workers’
compensation arising from or relating to employment in the Business.

“Employees” means those individuals employed by AZ who provide services in
respect of the operations of AZ at those facilities to which those Purchased Assets
directly relate, as listed in Schedule “D” hereto, together with their date of hire,
length of credifed service if different, hourly wage rate and/or annual salary or
commission arrangements, title, accrued vacation and annual vacation acerual rate
and status as full, part-time or other.

“Excluded Assets” means any and all assets of AZ other than the Purchased
Assets.

“Governmental Auntherities” means govemments, regulatory authorities,
governmental departments, agencics, commissions, bureaus, officials, ministers,
Crown corporations, courts, bodies, boards, tribunals or dispute settiement panels
or other law or regulation-making organmizations or enfities: (a) having or
purporting to have jurisdiction on behalf of any nation, province, territory, state or
other geographic or political subdivision thereof, or (b) exercising, or entitled or
purporting to exercise any administrative, executive, judicial, legislative, policy,
regulatory or taxing authority or power and “Governmental Authority” means any
one of them,

“Laws” means currently existing applicable statutes, by-laws, rules, regulations,
orders, ordinances or judgments, in each case of any Governmental Authority
having the force of law.

“Parties” means the Vendor and the Purchaser collectively, and “Party” means
any one of them.

“Person” means any individual, solc proprietorship, partnership, firm, entity,
unincorporated  association, unincorporated  syndicate, unincorporated
organization, trust, body corporate, Govermmental Authority, and where the
context requires any of the foregoing when they are acting as trustee, executor,
administrator or other legal representative.

“Premises” means all of the leased premises from which tﬁe Vendor conducted
the Business

“Prepaid Expenses” means all liabilities, including all operating expenses, with
respect to the Purchased Assets referable in whole or in part to the period from
and after the Closing Date which have been prepaid by the Vendor as at the
Closing Date.

“Purchase Price” has the meaning given in Section 2.2.

“Parchased Assets” means all of the Vendor’s right, title and interest in, to and
under, or relating to, the following assets and properiies:
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@
(b)

(@

(e)

®

(9]

(h)

(a) the AZ Assets;

and for greater certainty, the Purchased Assets shall not include the Excluded
Assets.

“Sale Approval Order” has the meaning given in Recital B,
“Yesting Order” has the meaning given in Section 4.1.
Certain Rules of Interpretation

In this Agreement:

Currency — All references to money amounts are to lawful currency of Canada.

Governing Law — This Agrecment is a contract made under and shall be governed
by and construed in accordance with the Laws of the Province of Ontario and the
federal Laws of Canada applicable in the Province of Ontario.

Headings — Headings of Articles and Sections are inserted for convenience of
reference oply and shall not affect the construction or interpretation of this
Agreement.

Including — Where the word “including” or “includes” is used in this Agreement,
it means “including (cor includes) without limitation”.

No Strict Construction — The langnage used in this Agreement is the language
chosen by the Parties to express their mutual intent, and no rule of strict
construction shall be applied against any Party.

Number and Gender — Unless the context otherwise requires, words importing the
singular include the plural and vice versa and words importing gender include all
genders.

Severability — If, in any jurisdiction, any provision of this Agreement or its
application to any Party or circumstance is restricted, prohibited or unenforceable,
such provision shall, as to such jurisdiction, be ineffective only to the extent of
such restriction, prohibition or unenforceability without invalidating the
remaining provisions of this Agreement and without affecting the validity or
enforceability of such provision in any other jurisdiction or without affecting its
application to other Parties or circumstances,

Time Periods — Unless otherwise specified, time periods within or following
which any payment is to be made or act is to be done shall be calculated by
excluding the day on which the period commences and including the day on
which the period ends and by extending the period to the next Business Day
following if the last day of the period is not a Business Day.



13 Entire Agreement

This Agreement and the agreements and other documents required to be delivered
pursuant to this Agreement, constitute the entire agreement between the Parties and set out all the
covenants, promises, warrantles, representations, conditions, understandings and agreements
between the Parties relating to the subject matter of this Agreement and supersede all prior
agreements, understandings, negotiations and discussions, whether oral or written. There are no
covenants, promises, warranties, representations, conditions, understandings or other agreements,
oral or written, express, implied or collateral between the Parties in connection with the subject
matter of this Agreement except as specifically set forth in this Agreement and the Purchaser
shall acquire the Purchased Assets on an “as is, where is” basis subject to the benefit of the
representations and warranties in this Agreement. Any cost estimates, projections or other
predictions contained or referred to in any other material that has been provided to the Purchaser
or auy of its affiliates, subsidiaries, agents or representatives are not and shall not be deemed to
be representations or warranties of the Vendor or any of its affiliates, subsidiaries, agents,
employees or representatives. -

14 Schedules
The schedules to this Agreement, listed below, are an integral part of this
Agreement:
Schedule Description
Seheduyle “C” AZ Assets
Schedule “D” Assumed Employees
Schedule “E” Purchase Price Allocation
Schedule “F” Vesting Order
ARTICLE 2
PURCHASE AND SALE
21 Purchase and Sale of Purchased Assets

On the Closing Date, subject to the issuance of the Vesting Order and the other
terms and conditions of this Agreement:

(a) the Vendor shall fransfer, sell, convey, assign and deliver unto the Purchaser, and
the Purchaser shall acquire and accept, all of the Vendor’s right, title and interest
in and to the Purchased Assets; and

(b)  the Pwrchaser shall pay the Purchase Price as provided in Section 2.2.



2.2 Purchase Price

The amount payable by the Purchaser for the Purchased Assets, exclusive of all
applicable sales and transfer taxes, shall be:

()  inrespect of the AZ Assets, $%

pe=k

the sum of such amounts, § 825,000 (the “Purchase Price™). All such applicable sales and
transfer taxes shall be paid by the Purchaser by certified cheque or bank drafi, subject to the
terms hereof and the availability of any exemptions or elections under any applicable legislation
for such applicable sale and transfer taxes. As between the Vendor and the Purchaser, acting
reasonably, the Purchase Price shall be allocated among the Purchased Assets at least two (2)

Business Days prior to the Closing Date and such allocation shall be appended as Schedule “E”
hereto. .

2.3 Satisfaction of Purchase Price
The Purchaser shall satisfy the Purchase Price as follows:

{(2) by paying to the Monitor, upon acceptance of this Agreement by the Vendor, a
deposit of § 82,500.00 (equal to 10% of the Purchase Price) (the “Deposit™),
which shall be dealt with on the basis set out in Section 6.3 hercof and which shall
be held by the Monitor until the Closing Time and credited towards the Purchase
Price upon Closing ; and

(b) by paying to the Monitor, at the Closing Time, an amount equal to ${balance],
representing the balance of the Purchase Price after crediting the Deposit.

Unless otherwise agreed by the Parties, all amounts payable to the Vendor or the Monitor, either
by way of Deposit or at the Closing Time, shall be paid to the Vendor by bank draft drawn upon
a Canadian chartered bank or by negotiable cheque payable in Canadian funds and certified by a
Canadian chartered bank or trust company or by wire transfer of immediately available funds to
an account specified by the Vendor. :

24 Sales and Transfer Taxes

()  The Purchaser shall pay direct to the appropriate Governmental Authority all sales
and transfer faxes, regisiration charges and transfer fees, other than the goods and
services tax and harmonized sales tax imposed under Part IX of the Excise Tax
Act (Canada) and any similar value-added or multi-staged tax imposed under any
applicable provincial or terrtorial legislation, payable by it in respect of the
purchase and sale of the Purchased Assets and, upon the reasonable request of the
Vendor, the Purchaser shall furnish proof of such payment.

(b)  Subject to Section 2.4(c), the Purchaser shall be liable for and shall pay to the
Vendor an amount equal to any goods and services tax and harmonized sales tax
payable by the Purchaser and collectible by the Vendor under the Excise Tax Act
(Canada), plus an amount equal to any similar value added or multi-staged tax
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imposed by any applicable provincial or temitorial legislation, in connection with
the purchase and sale of the Purchased Assets under this Agreement.

{© To the extent permitied under subsection 221(2) of the Excise Tax Act (Canada)
and any equivalent or corresponding provision under any applicable provincial or
territorial legislation, the Purchaser shall self-assess and remit directly to the
appropriate Govermnmental Authority any goods and services tax and harmonized
sales tax imposed under the Excise Tax Act (Canada) and any similar value added
or multi-staged tax imposed by any applicable provincial or territorial legislation
payable in connection with the transfer of any of the Purchased Assets that
constitite real property for purposes of the Excise Tax Act (Canada). The
Purchaser shall make and file a return(s) in accordance with the requirements of
subsection 228(4) of the Excise Tax Act (Canada) and any equivalent or
corresponding provision under any applicable provincial or territorial legislation.

(d)  The Purchaser shall indemnify and save the Vendor harmless from and against all
claims and demands for payment of the faxes referenced in this Section, including
penalties and interest thereon and any liability or costs incurred as a result of any
failure to pay such taxes when due.

2.5 Closing

Closing shall take place at 10:00 a.m. (the “Closing Time™) on the Closing Date
at the offices of the Vendor’s solicitors, or such other time and location as the Parties may agree
upon in writing. Any tender of documents or money hereunder may be made upon the Vendor or
the Purchaser or upon the solicitors acting for the Party on whom tender is desired.

2.6 Employees

Not later than 10 Business Days before the Closing Date, the Purchaser shall offer
employment to all Employees, effective from and after the Closing Date, on substantially the
same terms and conditions of employment as are then applicable to such Employees including
providing equivalent benefits. The Employees who accept offers of employment from the
Purchaser are referred to as the “Assumed Employees”. The Purchaser shall be responsible for
all Employee Liabilities with respect to the Assumed Employees for the period both before and
after the Closing Date. The Vendor shall not be responsible for payment of, and there shall be no
adjustment to the Purchase Price for, any Employee Liabilities with respect to the Assumed
Employees other than as provided for in Section 2.7.

2.7 Payment of Pre-Closing Payroll

Within five (5) Business Days of the Closing Date, the Vendor shall process the -
payroll for, and pay (or cause to be paid), the base wages, base salary and ordinary course sales
commissions accrued during the payroll period ending on the day prior to the Closing Date, as
well as all unused and outstanding vacation, sick days, personal days or leave eamed and/or
accrued with respect to each Assumed Employes. The Vendor shall withhold and remit all
applicable payroll taxes as required by applicable Laws for each Assumed Employee for the
payroll period ending on the day prior to the Closing Date.



2.8 Post-Closing Payroll

Following the Closing, the Purchaser shall process the payroll for, and pay (or
cause to be paid), with respect to each Assumed Employee, all compensation and benefits
(including base wages, base salary, sales commission, vacation pay, sick days, personal days
and/or leave} payable to each such Assumed Employee in respect of services rendered by the
Assumed Employee on and after the Closing Date.

2.9 Assumed Obligations

At Closing, the Purchaser shall assume and be liable for the “Assumed
Obligations”. The Assumed Obligations shall consist of the following:

(a) all Employee Liabilities payable to or related to any Assumed Employees;

()  the Vendor’s liabilities and obhgahons under any of the AZ Assumed Contracts,
as applicable; and

{c) all liabilities arising or accruing from the use of the Purchased Assets from and
after the Closing Date.

If so required by the Vendor, the Purchaser shall enter into such specific
indemnity agreement(s) and assumption agreement(s) as the Vendor may reasonably require with
1espect to any Assumed Obligations.

2.10 No Assumption of Liabilities

Except for the Assumed Obligafions, the Purchaser is not assuming, and shall not
be deemed to have assumed, any liabilities, obligations, contracts (written or unwritien) or
commitments of the Vendor (collectively, the “Excluded Liabilities”), whether pursuant to this
Agreement or as a result of the transactions described in this Agreement. For greater certainty,
the Excluded Liabilities shall include, but not be limited to, the following:

(@)  except as otherwise agreed in this Agreement, all taxes payable by the Vendor
referable to the period up to the Closing Date including present or future federal

and provincial income taxes, municipal business taxes, realty taxes and school
taxes;

{(b)  any sales commissions payable by the Vendor with respect to the transaction
described in this Agreement;

(c) any liabilities associated with any of the Excluded Assets; and

(dy  all Employee Liabilities with respect fo any former or current Employees, except
the Assumed Employees.

211 Adjustments to the Purchase Price
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€] Adinstment Date. The Purchase Price shall not be adjusted for any cause,
matter, or thing, save and except for the following, each of which shall be apportioned and
allowed to the Closing Date and the Closing Date itself shail be apportioned to and be the
respousibility of the Purchaser. The Vendor shall be entifled to all revenues accrued from the
Business for the period ending on the day before the Closing Date and shall be responsible for all
operating expenses relating to the Business for the period ending on the day before the Closing
Date. From and including the Closing Date, the Purchaser shall be responsible for all expenses
and shall be entitled to all revenues accruing from the Purchased Assets. The Purchase Price
shall be adjusted in accordance with a Statement of Adjustments which shall include:

(a)  the Prepaid Expenses which shall be added to the Purchase Price;

L)) interest if any on the Deposit which shall be credited towards the Purchase Price
upon Closing; ‘

() ail applicable taxes, including transfer taxes, which shall be added to the Purchase
Price;

(d)  the cost, if any, of dismantiing or removing the Purchased Assets from their

present location and restoring such location to a neat and clean condition which
shall be added io the Purchase Price;

(e) the cost of repairing any damage caused by dismantling or removal of the
Purchased Assets from their present location which shall be added to the Purchase
Price; and

O the cost of any additional AZ Inventory received or paid for by the Vendor after
the date of this Agreement but prior to the Closing Date, which shall be added to
the Purchase Price. Notwithstanding the foregoing, there shall not be any
adjustment to the Purchase Price for any non-material changes in the quantity of
the Inventory between the date of this Agreement and the Closing Date.

(if) Statement of Adjustments. A statement of adjustments shall be delivered to the
Purchaser by the Vendor at least 5 Business Days prior to the Closing Date and shall have
annexed to it details of the calculations used by the Vendor to arrive at all debits and credits on
the statement of adjustments.

(i) Re-Adjustment. If the final cost or amount of an itern that is to be adjusted
cannot be detcrmined at Closing, then an initial adjustment for such item shall be made at
Closing, such amount to be estimated by the Parties, acting reasonably, as of the Closing Date on
the basis of the best evidence available at the Closing as to what the final cost or amount of such
item will be. In each case, when such cost or amount is determined, the Vendor or Purchaser, as
the case may be, shall, within 30 days of determination, provide a complete statement thereof to
the other and within 30 days thereafter the Parties shall make a final adjnstment as of the Closing
Date for the item in question. In the absence of agreement by the partics, the final cost or
amount of an item shall be determined by auditors appointed jointly by the Vendor and the
Purchaser, with the cost of such auditors’ determination being chared equally between the
Parties. All re-adjustments shall be requested in a detailed manner on or before the 180 day
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after the Closing Date after which time neither Party shall have any right to request re-
adjustment.

ARTICLE 3 _
REPRESENTATIONS AND WARRANTIES OF THE PARTIES

31 Representations and Warranties of the Vendor

The Vendor hereby represents and warrants to the Purchaser the matters set out
below:

{a)  Subject to the Sale Approval Oxder, the issuance of the Vesting Order and such
other authorization as is required by the Court, the execution, delivery and
performance by the Vendor of this Agreement:

@) has been duly authorized by all necessary corporate action on the part of
the Vendor;

(ii)  does not {or would not with the giving of notice, the lapse of time or the
happening of any other event or condition) require any consent or
approval under, result in a breach or a violation of, or conflict with, any of
the terms or provisions of its constating documents or by-laws; and

(i)  will not result in the violation of any Law.

(b)  This Agreement has been duly executed and delivered by the Vendor and, subject
to the issuance of the Sale Approval and Vesting Order and such. other
authorization as is required by the Court, constitutes a legal, valid and binding
obligations of the Vendor, enforceable against it in accordance with its terms
subject only to any limitation under applicable Laws relating to (a) bankruptcy,
winding-up, insolvency, arrangement and other similar Laws of general
application affecting the enforcement of creditors’ rights, and (b) the discretion
that a court may exercise in the granting of equitable remedies such as specific
performance and injunction.

{c) The Vendor is not a non-resident of Canada within the meaning of the fcome Tax
Act (Canada).

(@)  The Vendor is a registrant for the purposes of the tax imposed under Part IX of
the Excise Tax Act (Canada).

3.2 Representations and Warranties of the Purchaser
The Purchaser hereby represents and warrants to the Vendor the matters set out

below. Subject to the Sale Approval order and the issuance of the Vesting Order and such other
authorization as is required by the Court:
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(a) The Purchaser has been duly incorporated and is validly subsisting under the
Laws of the jurisdiction of its incorporation, and has all requisite corporate
capacity; power and authority to carry on its business as now conducted by it and
to own its properties and assets and is qualified to camry on business under the
Laws of the jurisdictions where it carries on a material portion of its business.

(b)  The execution, delivery and performance by the Purchaser of this Agreement:

Y has been duly authorized by all necessary corporate action on the part of
the Purchaser;

iiy  does not (or would not with the giving of notice, the lapse of time or the
happening of any other event or condition) reguire any consent or
approval under, result in a breach or a violation of, or confiict with, any of
the terms or provisions of its constating documents or by-laws or any
contracts or instruments to which it is a party or pursuant to which any of
its assets or property may be affected; and

(i)  will not result in the violation of any Law.

(¢}  This Agreement has been duly executed and delivered by the Purchaser and
constitute legal, valid and binding obligations of the Purchaser, enforceable
against it in accordance with their respective terms subject only to any limitation
under applicable Laws relating to (a) bankruptcy, winding-up, insolvency,
arrangement and other similar Laws of general application affecting the
enforcement of creditors’ rights, and (b) the discretion that a court may exercise in
the granting of equitable remedies such as specific performance and injunction.

(d)  The Purchaser is, or will be on Closing, a registrant for the purposes of the tax
imposed under Part IX of the Excise Tax Act (Canada).

(e) The Purchaser has, and will have at Closing, all funds on hand nccessary to pay
the Purchase Price.

ARTICLE 4
VESTING ORDER;
PURCHASED ASSETS ACQUIRED ON AN “AS IS, WHERE IS” BASIS

4.1 Vesting Order

Unless otherwise agreed by the Parties, Closing shall occur two (2) Business Days
after the issuance by the Court of a vesting or other appropriate order by the Court (the “Vesting
Order”) inter alia, approving this Agreement and authorizing and directing the Vendor to
complete the terms of this Agreement and providing for the vesting of title and/or transfer of the
Purchased Assets in and to the Purchaser on Closing free and clear of all Claims, liabilities and
Encumbrances pursuant to the terms and conditions of this Agreement (such Closing date, the
“Closing Date™).



4.2

(2)
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(c)

%)

(e)
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Acquisitiop of Assefs on “As Is, Where Is” Basis
The Purchaser hereby acknowledges and agrees as follows:

the Purchased Assets are purchased on an “as is, where is” basis at the Closing
Date;

it has conducted or will conduct 1ts own searches and investigations relating to the
Purchased Assets;

it has conducted such inspections of the Purchased Assets as it deemed
appropriate, satisfied itself with respect to the Purchased Assets and all matters
connected with or related to the Purchased Assets, and relied entirely upon its
own investigations and inspections in entering into this Agreement to acquire the
Purchased Assets without regard to any information made available or provided
by the Vendor or its officers, directors, employees or agents;

it will accept the Purchased Assets in their state, condition and location as at the
Closing Time and except as expressly set forth in this Agreement, the Vendor
makes no representations, warranties, statements or promises in favour of the
Purchaser concerning the Purchased Assets, which the Purchaser acknowledges
are being acquired on an as-is where is basis, or the uses or applications of the
Purchased Assets, whether express or implied, statutory or collateral, arising by
operation of Law or otherwise, including express or implied warranties of
merchantability, fitness for a particular purpose, title, description, guantity,
condition or quality, and that any and all conditions and warranties expressed or
implied by the Sale of Goods Act (Ontario) do not apply to the sale of the
Purchased Assets and are hereby waived by the Purchaser;

the Vendor is not providing and has made no representations, warranties,
covenants, agreements, statements, acknowledgments, inducements or promises
whatsoever with respect to the presence, absence, nature and/or extent of
Hazardous Substances on, in, under, about or migrating from any of the Premises;
the discharge of such Hazardous Substances from; on, or in relation to any of the
Premises; the existence, state, nature, identity, extent or effect of any
administrative orders, control orders, stop orders, compliance orders or any other
orders, proceedings or actions under the Environmental Protection Act (Ontario),
the Ontario Water Resources Act (Ontario) or any other applicable law in relation
to any of the Premises; nor, the existence, state, nature, kind, identity, extent or
effect of any liability on the Purchaser to fulfil any obligations with respect to the
environmental condition or quality of any of the Premises. The Purchaser
acknowledges that it accepts the Premises and the Purchased Assets subject to the
environmental condition and any Hazardous Subsfances, whether or not such
environmental condition or Hazardous Substance is known by the Vendor prior to
the completion date, and acknowledges that the Purchaser will have no recourse
against the Vendor for any such pre-existing environmental conditions oz
Hazardous Substances. “Hazardous Substances” means (i) any substance or



-14-

material that is prohibited, controlled or regulated by any governmental authority
pursuant to the Envitonmental Laws, including contaminants, poliutants,
dangerous goods, liquid wastes, industrial wastes, hauled liguid wastes,
radioactive wastes, foxic substances, hazardous wastes, hazardous materials or
hazardous subsiances as defined in any Environmental Laws, (ii) asbestos and
urea formaldehyde, and (jii) petroleum products. “Environmental Laws” means
all applicable laws, by-laws, rules, regulations, orders, judgments, decrees,
decisions or other requirements having the force of law concerning Hazardous
Substances or protection of the environment or otherwise relating to the
environment (including the air within any structure or underground space) or to
environmental aspects of occupationzl health and safety, including applicable.
laws pertaining to (i) reporting, licensing, permitting, investigating, removing,
treating or otherwisc remediating the presence of Hazardous Substances, and (ii)
the storage, generation, use, handling, manufacture, processing, transportation,
treatment, release and disposal’ of Hazardous Substances. “Release™ means, in
addition to the meaning given to it under any applicable Environmental Laws, any
release, spill, leak, pumping, pouring, emission, emptying, discharge, injection,
escape, leaching, disposal, dumping, deposit, spraying, burial, abandonment,
Incineration, seepage or placement; and '

63) witheut HEmiting the generality of foregoing, it acknowledges and accepts that the
description of the Purchased Assets and any portion thereof contained in the
Schedules hereto is for the purpose of identification only; and that no
representation, warranty or condition has or will be given by the Vendor or any
other party concerning completeness or the accuracy of such descriptions or with
respect to any data room set up by the Vendor.

4.3 Title and Risk

The Purchased Assets shall remain at the risk of the Vendor, to the extent of its
interest, until Closing. If thers occurs any material damage to the Purchased Assets prior to
Closing, then the Purchaser may, at its option: (a) complete the Closing without reduction of the
Purchase Price, in which event all applicable proceeds of insurance or compensation shall be
payable to the Purchaser; or (b) terminate the Agreement, with the result that the Parties shall be
released from all obligations and liabilities arising wnder this Agreement.

4.4 Transfer and Delivery of Purchased Assets

The Purchaser acknowledges that it shall be the Purchaser’s sole responsibility to
obtain, at its own expense, any consents, approvals or any further documentation or assurances
which may be required to carry out the terms of this Agreement, including in respect of any
Purchased Assets subject to lease or any Purchased Assets which are not assignable without the
consent or other action of a third party or parties. Notwithstanding the foregoing, the Vendor
shall execute and deliver to the Purchaser all such bills of sale, assignments, instruments of
transfer, deeds, assurances, consents and other documents as shall be reasonably necessary to
effectively transfer to the Purchaser, or as the Purchaser may direct, all the Vendor’s right, title
end interest in, to and under, or in respect of, the Purchased Assets, provided that any such
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documents shall contain no representations or warranties of the Vendor except for those provided
herein; the Vendor shall deliver up or cause to be delivered up to the Purchaser, or as the
Purchaser may direct, the Purchased Assets, free and clear of all Encumbrances by way of the
Vesting Order and shall execute and deliver such documents to effect registrations, recordings
and filings with public anthorities as may be reasonably required in connection with the transfer
of ownership to the Purchaser of the Purchased Assets,

ARTICLE 5
CONDITIONS PRECEDENT

5.1 Conditions Precedent of the Purchaser

The cbligations of the Purchaser to complete the purchase of the Purchased Assets
under this Agreement shall be subject to the satisfaction of or compliance with, at or before the
Closing Time, each of the following conditions precedent (each of which is acknowledged to be
inserted for the exclusive benefit of the Purchaser and may be waived by it in whole or in part):

(8  all of the representations and warranties of the Vendor made in or pursuant to this
Agreement shall be true and correct at the Closing Time and with the same effect
as if made at and as of the Closing Time (except as such representations and
watranties may be affected by the occurrence of events or transactions expressly
contemplated and permitted by this Agreement) and the Purchaser shall have
received a certificate from a senior officer of the Vendor confirming to his
knowledge, without personal liability, the truth and correctness of such
representations and warranties;

(b)  the Vendor shall have performed or complied with, in all material respects, all its
obligations, covenants and agreements under this Agreement;

{c)  the Vendor shall have executed and delivered, or caused to be executed and
delivered, to the Purchaser on or prior to the Closing Date the documents required
to complete the transactions contemplated in this Agreement as may reasonably
be reguired by the Purchaser or its solicitors;

(d)  there shall be no order issyed by a Governmental Authority delaying, restricting
or preventing, and no pending or threatened Claim or judicial or administrative
proceeding, or investipation against any Party by any Person, for the purpose of
enjoining, delaying, restricting or preventing, the consummation of the
transactions contemplated in this Agreement or otherwise claiming that this
Agreement or the consummation of such transactions is improper or would give
rise to proceedings under any Laws;

(¢}  the Vesling Order shall have been issued and entered by a court of competent
jurisdiction and such orders shall not have been stayed, varied, vacated or subject
to pending appeal and no order shall have been issued which restrains or prohibits
the completion of the transaction contemplated hereby; and
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(f)y  all consents, approvals and authorizations of any Person required in connection
with the completion of any of the transaciions contemplated by this Agreement,
the execution of this Agreement, the Closing or the performance of any of the
terms and conditions of this Agreement, shall have been obtained at or before the
Closing Time on terms acceptable to the Purchaser, acting reasonably.

If any of the foregoing conditions in this Section 5.1 has not been fulfiiled by the Closing Time,
the Purchaser may terminate this Agreement by notice to the Vendor, in which event the
Purchaser is released from all obligations under this Agreement, and unless the Purchaser can
show that the condition relied upon could reasonably have been performmed by the Vendor, the
Vendor is also released from all obligations under this Agreement. However, the Purchaser may
walve compliance with any condition in this section in whole or in part if it sees fit to do so,
without prejudice to its rights of terminatton in the event of non-fulfilment of any other
condition, in whele or in part, or to its rights to recover damages, if any, for the breach of any
representation, warranty, covenant or condition contained in this Agreement.

52 Conditions Precedent of the Vendor

The obligations of the Vendor o complete the sale of the Purchased Assets under
this Agreement shall be subject to the satisfaction of or compliance with, at or before the Closing
Time, each of the following conditions precedent (each of which is acknowledged to be inserted
for the exclusive benefit of the Vendor and may be waived by it in whole or in part):

{a)  all of the representations and warranties of the Purchaser made in or pursuant to
this Agreement shall be true and correct at the Closing Time and with the same
effect as if made at and as of the Closing Time (except as such representations
and warranties may be affected by the occurrence of events or transactions
expressly contemplated and permitted by this Agreement) and the Vendor shall
have received a certificate from a serior officer of the Purchaser confirming to his
koowledge, without personal lability, the 1ruth and correciness of such
representations and warranties;

(b)  the Purchaser shall have performed or complied with, in all material respects, all
its obligations, covenants and agreements under this Agreement;

(c) the Purchaser shall have executed and delivered or caused to be executed and
delivered to the Vendor on or prior to the Closing Date the documents required to
complete the transactions contemplated in this Agreement as may reasonably be
requited by the Vendor or its solicitors, including, without limitation, an
indemnity in respect of applicable sales and transfer taxes as contemplated by
Section 2.4 hereof:

(d) there shall be no order issued by a Governmental Authority delaying, restricting
or preventing, and no pending or threatened Claim or judicial or administrative
proceeding, or investigation agrinst any Party by any Person, for the purpose of
enjoining, delaying, restricting or preventing, the consummation of the
transactions contemplated in this Agreement or otherwise claiming that this
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Agreement or the consummation of such transactions is improper or would give
rise to proceedings under any Laws; and

(¢}  all consents, approvals and authorizations of any Person required in connection
with the cormpletion of any of the transactions contempiated by this Agreement,
the execution of this Agreement, the Closing or the performance of any of the
terms and conditions of this Agreement, shall have been obtained at or before the
Closing Time on terms acceptable to the Vendor, acting reasonably,

If any of the foregoing conditions in this Section 5.2 has not been fulfilled by the
Closing Tiine, the Vendor may iterminate this Agreement by notice to the Purchaser, in which
event the Vendor is released from all obligations under this Agreement, and unless the Vendor
can show that the condition relied upon could reasonably have been performed by the Purchaser,
the Purchaser is also released from all obligations under this Agreement. However, the Vendor
may waive compliance with any condition in this section in whole or in part if it sees fit to do so,
without prejudice to its rights of termination in the event of non-fulfilment of any other
condition, in whole or in part, or to its rights to recover damages, if any, for the breach of any
representation, warranty, covenant or condition contained in this Agreement.

53 Conditions in favour of both — Issuance of Vesting Order

The following conditions in favour of the Vendor and the Purchaser must be
fulfilled on. or before the Closing Time, provided that such date may be extended by the mutual
agreement of each of the Purchaser and the Vendor, and which conditions are inserted for the
benefit of each of the Vendor and the Purchaser and may be waived only by both of the Vendor
and Purchaser on or before the Closing Date:

(2) on or before the Closing Date, the Vesting Order shall have been obtained, the
terms of the Approval & Vesting Order shall nct differ materially from the form
of Order at Schedule “F”, and such Order shall not have been stayed, reversed or
dismissed;

(b}  as of the Closing Date, no order shail have been made and no motion, action or
proceeding shall be pending, threatened or commenced by any person,
govemment, Govemmental Authority, regulatory body or agency in any
jurisdiction which seeks to restrain or prevent the sale of the Purchased Assets
under this Agreement or seeks to restrict, prohibit or direct the Vendor not to
complete the transaction conferplated by this Agreement;

(c)  as at the Closing Date, the Purchased Assets shall not have been removed from
the control of the Vendor by any means or process; and

(d)  as at the Closing Date, no person shall have taken any action to redeem any of the
Purchased Assets.

In the e¢vent that any of the foregoing conditions are not waived by the Vendor
and the Purchaser or fulfilled as required on or before the Closing Date, then this Agreement
may be terminated by the Vendor or the Purchaser in accordance with Section 6.
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ARTICLE 6
TERMINATION

6.1 Termination by the Parties

This Agreement may be terminated upon the occurrence of any of the following:

(b) upon the rmutual written agreement of the Vendor and the Purchaser;
(c) by the Purchaser pursuant to Section 5.1, 3.3, or 7.3;
{d) by the Vendor pursuant to Section 5.2 or 5.3; and

(©) by either of the Parties following April 23, 2012, unless the Closing has taken
place.

6.2 Remedies for Breach of Agrcement

If this Agreement is terminated as a result of any breach of a representation,
warranty, covenant or obligation of a Party, the terminating Party’s right to pursue all legal
remedies with respect to such breach shall survive such iermination.

6.3 Vendor’s Right to Retain Deposit

If the Purchaser fails to comply with the terms of this Agreement, the Vendor may
by notice to the Purchaser elect to treat this Agreement as having been repudiated by the
Purchaser. In that event, the Deposit and any other payments made by the Purchaser shall be
forfeited to the Vendor on account of its liquidated damages (and not as a penalty), and the
Purchased Assets may be resold and/or reassigned by the Vendor. In addition, the Purchaser
shall pay to the Vendor on demand the deficiency, if any, arising upon such resale and
reassignment (after deducting the expenses of resale and reassignment) together with interest and
all other damages or charges occasioned by or resulting from the default by the Purchaser.

6.4 Termination If No Breach of Asreement

If this Agreement is termrinated other than as a result of a breach of a
representation, warranty, covenant or obligation of a Party, then:

(a) all obligations of each of the Vendor and the Purchaser hereunder shall be at an
end;

(b)  the Vendor shall retiun the Deposit to the Purchaser, together with any accrued
interest thereon;

{c)  the Purchaser shall destroy or return to the Vendor any Confidential Information
in its possession;
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(d)  the Purchaser’s obligations with respect to the Confidentiality Agreement shail
continue; and

{¢)  meither party shall have any right to specific performance, to recover damages or
expenses or to any other remedy or relief other than as provided herein.

ARTICLE 7
DAMAGE TO PURCHASED ASSETS

7.1 Risk of Loess

The Purchased Assets shall be and remain &t the risk of the Vendor, as its interests
may appear, until the earlier of 12:01 a.m. on the date immediaiely following the Closing Date or
the Closing Time. From and after such date and time, the Purchased Assets shall be at the risk of
the Purchaser.

7.2 Removal of Purchased Assets froin Vendor’s Control

If, prior to the Closing Time, the Purchased Assets are removed from the
Vendor’s control by government action, civil commotion or by order of the Court, or any other
cause beyond the Vendor’s control, then this Agreement shall auwtomatically be terminated in
accordance with Section 6.

7.3 Purchaser’s Right to Close or Terminate

If, prior to the Closing Date, the Purchased Assets are substantially damaged or
destroyed by fire, flood, the elements or other casualty, then by written notice to the Vendor
within seven (7) days after notification to the Purchaser by the Vendor of the occurrence of such
loss or damage, the Purchaser may exercise an option to compiete the transaction contemplated
in this Agreement. Jn such event, the Purchaser shall be entitled to an assignment of the
Vendor's and the right, title and interest in, and the proceeds payable under, the existing
insurance policies of the Vendor for the Purchased Assets in full settlement of any obligation of
the Vendor. If the Purchaser does not exercise such option within such 7 day period, then this
Agreement shall be aufomatically terminated in accordance with Section 6.

7.4 Abatement if Ne Insurance

In the event that there is material damage to any of the Purchased Assets in
respect of which no insurance is payable, the Vendor and the Purchaser, acting reasonably, shall
agree upon a reduction in the Purchase Price to reflect such material insured damage or loss.

ARTICLE 8
OTHER COVENANTS OF THE PARTIES; GENERAL

8.1 No Third Party Beneficiaries

This Agreement shall be binding upon and enure solely to the benefit of each of
the parties hereto and its permitted assigns and nothing in this Agreement, express or implied, is
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intended fo confer upon any other person any rights or remedies of any nature whatsoever under
or by reason of this Agreement. Nothing in this Agreement shall be consfrued to create any
rights or obligations except between the parties, and no person or entity shall be regarded as a
third party beneficiary of this Agreement. Fach of the parties agrees that all provisions of this
Agreement, and all provisions of any and all documents and security delivered in comnection
herewith, shall not merge and except where otherwise expressly stipulated herein, survive the
closing of the transactions contemplated by this Agreement.

8.2 Posi-Closing Receipis

If, following the Closing Date, any of the Purchased Assets are paid to or
otherwise received by the Vendor, or if any of the Excluded Assets are paid fo or otherwise
received by the Purchaser, then the Vendor or the Purchaser, as the case may be, shail hold such
assets in trust for the other and shall promptly deliver such assets to the Vendor or the Purchaser,
as the case may be.

83 Books and Records

The Purchaser shall prescrve and keep the Books and Records which relate to the
Purchased Assets for a period of two (2) years from the Closing Date or for any longer period as
may be required by any applicable Law or Governmental Authority. Upon reasonable advance
notice, after the Closing Date, the Purchaser will grant the Vendor and, in the event the Vendor is
adjudged bankrupt, any trustee of the estate of either of the Vendor and iis representatives
reasonable access during normal business hours, and a licence free of charge, to use the books,
records and documentation included in the Purchased Assets relating up to the Closing Date,
including, without limitation, any employment records of the Assumed Employees relating to the
period up to the Closing Date and any Employees engaged by the Vendor at or in respect of the
Purchased Assets up to and including the Closing Date, and computer systems, tapes, disks,
records and software acquired as part of the Purchased Assets.

8.4 Injunctive Relief

Each of the parties hereto acknowledges and agrees that the rights acquired by
cach party hereunder are unique and that irreparable damage would cccur in the event that any of
the provisions of this Agreement to be performed by the other party were not performed in
accordance with their specific terms or were otherwise breached. Accordingly, in addition to any
other remedy to which the parties hereto are entitled at law or in equity, each party hereto shall
be entitled to an injunction or injunctions to prevent breaches of this Agreement by the other
party and to enforce specifically the terms and provisions hereof in any court to which the parties
have agreed hereunder submit to jurisdiction.

8.5 Confidentiality

The Purchaser acknowledges and agrees that the Purchaser has entered iato and
remains bound by the Confidentiality Agreement and that the terms of the Confidentiality
Agreement continue to apply in respect of the transactions contemplated hereunder. From and
after Closing, the Confidentiality Agreement shall be terminated and be of no further force and
effect.
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8.6 Survival of Representations, Warranties and Covenants

All representations, warranties and covenants contained in this Agreement on the
part of each of the Parties shail survive the Closing, and the execution and delivery of this
Agreement.

8.7 Notices

Any notice, consent or approval required or permitied to be given in connection
with this Agreement shall be in writing and shall be sufficiently given if delivered (whether in
person, by courler service or other personal method of delivery), or if transmitted by facsimile:

(a)  inthe case of a notice to the Vendor at:
A7 Sponge & Foam Ltd.
811 Cundy Ave., New Westminster, BC

Attention: Mr. Jim Sprolle
Fax No.: 604-525-1081

with a copy to :

Minden Gross LLP
145 King Street West
Suite 2200

Toronto, Ontario
M5H 4G2

Attention: Timothy R. Dunn
Fax No.: (416) 864-9223

(b)  inthe case of a notice to the Purchaser at:

Attention: Mr. Navjot Gill
Fax No.:604-590-3681

With a copy to:

Attention:; John Lenos
Fax No.; 604-599-6356

Any notice delivered or transmitted to a Party as provided above shall be deemed to have been
given and received on the day it is delivered or transmitted, provided that it is delivered or



-22 -

transmitted on a Business Day prior to 5:00 p.m. local time in the place of delivery or receipt.
However, if the notice is delivered or transmitted after 5:00 p.m. local time or if such day is not a
Business Day then the notice shall be deemed to have been given and received on the next
Business Day.

Any Party may, from time to timne, change its address by giving notice to the other
Party in accordance with the provisions of this Section.

838 Assignment

: The Purchaser may at any time assign any of its rights or obligations arising under
this Agreement {o any affiliate of the Purchaser; provided, however, that in the event of any such
assignment, fhe Purchaser shall not be released from liability in respect of any assigned
obligations. Subject to the foregoing, no Party may assign this Agreement or any rights or
obligations arising under this Agreement without the prior written consent of the other Party.

8.9 Expenses

Fach of the Parties shall pay their respective legal, accounting, and other
professional advisory fees, costs and expenses incurred in connection with the transactions
contemplated in this Agreement, and the preparation, execution and delivery of this Agreement
and all documents and instruments executed pursuant to this Agresment.

3.10 Time of the Essence

Time shall be of the essence in respect of the obligations of the Parties arising
prior to Closing under this Agreement.

8.11 Enurement

This Agreement shall enwre 10 the benefit of and be binding upon the Parties and
their respective successors (including any successor by reason of amalgamation of any Party)
and permitted assigns.

8.12 Amendment

No amendment, supplement, modification or waiver or termination of this
Agreement and, unless otherwise specified, no consent or approval by any Party, shall be binding
unless executed in writing by the Party to be bound thereby.

8.13 Further Assurances

The Parties shall, with reasonable diligence, do all such things and provide all
such reasonable assurances as may be required 1o consummate the transactions contemplated by
this Agreement, and cach Party shall provide such further documents or instrumenis required by
any other Party as may be reasonably necessary or desirable to effect the purpose of this
Apreement and carry out its provisions, whether before or after the Closing provided that the
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reasonable costs and expenses of any actions taken after Closing at the request of a Party shall be
the responsibility of the requesting Party.
8.14 Execution and Delivery

This Agreement may be executed by the Parties in counterparts and may be
executed and delivered by facsimile and all such counterparts and facsimiles shall together

constitute one and the same agreement.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS OF WHICH the Parties have executed this Agreement.

A-Z, SPONGE & FOAM PRODUCTS L.TD,

By:

Name:
[itle:

INSERT NAME OF PURCHASER

0932916 BC Litd.

By: /L/"’:%:&

athe: Navijot Gill
Title: President

#1848072 v1 | 4075509



SCHEDULE “C”
AZ ASSETS

The Cambridge Facility Assets are comprised of the following:

The “AZ Equipment”, being:

(2}  TO BE PROVIDED

The “AZ Inventory”, being:

(& TO BE PROVIDED

The “AZ Assumed Contracts”, being:

(a)  TO BE PROVIDED



SCHEDULE “D”

ASSUMED EMPLOYEES

T0 BE PROVIDED



SCHEDULE “E”

PURCHASE PRICE ALLOCATION

TO BE PROVIDED

728471 2.doc
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