4.1.3

4.1.4

4.15

4.1.6
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(ii) Encumbrances approved in writing by the Secured Party prior to
creation or assumption; or

{(b)  grant, sell, exchange, transfer, assign, lease or otherwise dispose of the
Collateral: provided always, that, until default, the Debtor may, in the
‘ordinary course of the Debtor’s business, sell or lease Inventory and,
subject to clause 5,2 hereof, use monies available to the Debtor;

fully and effectively maintain and keep maintained valid and effective the security
constituted by this General Security Agreement;

notify the Secured Party promptly of:

(a)  any change in the information contained hercin or in the Schedules hercto
relating to the Debtor, the Debtor’s name, the Debtor’s business or the
Collateral;

(b) the details of any significant acquisition of Collateral;
(c) thedetails of any claims or litigation affecting the Debtor or the Collateral;
(d)  any loss or damage to the Collateral;

(¢) any default by any Account Debtor in payment or other performance of
obligations of the Account Debtor.comprised in the Collateral; and

® the'return to, or repossession by, the Debtor of Collateral;

keep the Collateral in good order, condition and repair (in the locations specified
in the Location Schedule or such other locations as the Secured Parly may.
approve in writing) and not use the Collateral in violation of the provisions of this
General Security Agreement or any other agreement relating to the Collateral ot
any policy insuring the Collateral or any applicable statute, law, by-law, rule,
rcgulation or ordinance;

carry on and conduct the business of the Debtor.in a proper and efficient manner
and so as to protect and preserve the Collateral and to keep, in accordance with
gencrally accepted accounting principles, consistently applicd, proper books of
account for the Dcbtor’s business as well as accurate and complete records
concerning the Collateral and, at the Sccured Party’s request, mark any and all
such records and the Collateral so as to indicate the security constituted by this
General Security Agreement;

forthwith pay:

(a)  all obligations to its employees and all obligations to others which relate to
its employees when due, including, without limitation, all taxes, dutics,
levies, gavernment fees, claims and dues related to its employees;
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4.1.8

4.1.9

(b)

(©)

all taxes, assessments, rates, dufies, levies, government fees, claims and
dués lawfully levied, assessed 6t finposed upon it or the Collateral when
due, unless the Debtor shall in good faith contest its obligations so to pay
and shall furish such security as the Secured Party may require; and

all Encumbrances which rank or could in any event rank in priority to or
pari passu with the sccurity constituted by this General Security
Agreement; other than the Encumbrances; if any, shown in the
Encumbrance Schedule hereto and those approved in writing by the
Secured Party;

prevent the Collateral, save Inventory sold or leased as permitted hereby, from
being or becoming an Accession to other property not covered by this General
Secutity Agreement;

insure the Collateral for such periods, in such amounts, on such terms and against
loss or damage by tire and such other risks as the Secured Party shall reasonably
direct (but in any event in accordance with prudent business practice and for not
less than the full replacement cost thereof) with loss payable to the Secured Party
and the Debtor, as insureds, as their respective interests may appear, and to pay all
premiums for such insurance:

4,1.10 deliver to the Secured Party from time to time promptly upon request:

@

)

(©

@
©

any Documents of Title, Instruments, Securities and Chattel Papcr
comprised in or relating to the Colldteral;

al] books of account and all records, ledgers, reports, correspondence,
schedules, documents, statements. lists and other writings relating to the
Collateral for the purpose of inspecting, auditing or copying the same;

all financial statements prepared by or for the Debtor regarding the |

Debtor’s business;
all policies and certificates of insurance relating to the Collateral; and

such information concermning the Collateral, the Debtor and Debtor’s
business and affairs as the Secured Party may reasonably require:

4.1.11 forthwith pay all costs. charges, expenses and legal fees and disbursements (on a
solicitor and his own client basis) which may be incurred by the Secured Party in:

143308674

(2)
(b)

inspecting the Collateral;

‘negotiating, preparing, perfecting and registering this General Security

Agreement and other documents, whether or not relating to this General
Seccurity Agreement;
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"4.1.12

4.1.13

4.1.14

4.1.15
4.1.16

4.1.17

4.1.18

4.1.19

4.1.20

4.1.21

148308674

(¢)  investigating title to the Collateral;
(d) taking, recovering, keeping possession of and insuring the Collateral;
(c)  conncction with any disclosure requirements under the PPSA; and

(f)  all other actions and proceedings taken in connection with the preservation
of the Collateral and the confirmation, perfection and enforcement of this
General Sécurity Agreement and of any other security held by the Secured
Party as security for the Obligations;

at the Sceured Party's request at any time and from time to time create in favour
of the Secured Party, as sccurity for the Obligations, a fixed charge or charges
upon-any of the Other Collateral;

at the Secured Party’s request at any time and from time to time execute and
deliver such further and other documents and instruments and do all other acts
and things as the Secured Party reasonably requires in order to give effect to this
General Security Agreement or to confirm and perfect, and maintain perfection
of, the security constituted by this General Secunty Agreement in favour of the
Secured Party;

permit the Secured Party and its.representatives, at all reasonable times, access to
all the Debtor's property, assets and undertakings and to all its books of account
and records for the purposc of inspection and render all assistance necessary for
such inspection;

comply with the covenants, if any, set out in the Additional Covenants Schedule;
develop and use the Premises only in compliance with all Environmental Lax{/s;

permit the Secured Party to investigate the Premises, any goods on the Premises
and the Debtor’s records at any time and from time to time to verify such
compliance with Environmental Laws and this General Security Agreement;

upon the request of the Secured Party, obtain from time to time at the Debtor’s
cost & teport from an independent consultant designated or approved by the
Secured Party verifying compliance with Environmental Laws and this General
Security Agreement or the extent of any non-compliance therewith;

not store, manufacture, dispose, treat, generate, use, transport, remediate or
release Hazardous Materials on or ﬁom any of the Premises without nolifying the
Secured Party in writing;

promptly remove any Hazardous Materials from the Premises in a manner which
conforms to Environmental Laws goveming their removal; and,

notify the Secured Party in writing oft
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@ any enforcement, clean-up, removal, litigation or other governmental,
regulatory, judicial or administrative action instituted, contemplated or
threatened against the Debtor or the Premises pursuant to any
Environmental Laws;

(b)  .all claims, actions, ovders or investigations, made or threatencd by any
third party against the Debtor or any of the Premises relatmg to damage;
contribution, cost recovery, compensation, loss or injuries resulting from
any Hazardous Materials or any breach of the Environmental Laws; and

(c) the discovery of any Hazardous Materials or any occurrence or condition
on any of the Premises or any real property adjoining or in the vicinity of
-any of the Premises which could subject the Debtor or any of the Premises
to any fines, penalties, orders or proceedings under any Environmental
Laws;

4.1.22 apply to file applications and complete registrations on any present intcllectual
property which is not currently protected by an application or registration where
commercially reasonable, including any and all improvements to intellectual
property and apply to file registrations on unreglstered trade-marks in Canada and
the United States;

4.1.23 apply to file applications and complete registrations of all after ‘acquired
intellectual property in all jurisdictions where commercially reasonable;

4.1.24 keep up-to-date witnessed records regarding inteliectual property;

4,1.25 enter into confidentiality agreements with employees and other third parties who
may invent, create, discover, author and/or reduce to practice intellectual property
for the Debtor and who may have access to confidential information of the
Debtor; .

4.1.26 ensure that all after acquired intellcctual property obtained from third parties is
properly acquired by way of 2 written license agreement or assignment;

4.1.27 provide, upon written request by the Secured Party, a list of all registered and
unregistered trade-marks, patent applications, issued patents, copyright, industrial
degigns and other intellectual property; and,

4,1.28 mark all products and advertising appropriately to maintain the validity of all
intellectual property rights.

Payments and Proceeds

Before or after default under this General Security Agreement, the Secured Party may
notify all or any Account Debtors of the security constituted by this General Security
Apreement and may also direct such Account Debtors to make all payments on the
Collateral to the Secured Party.
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6.2

6.3

6.4

14830867.4

The Debtor acknowledges that any payments on or other proceeds of the Collateral
received by the Debtor from Account Debtors, whether before or after notification of the
security constituted by this General Security Agreement to Account Debtors and whether
before or after default under this General Security Agreement, shall be received and held
by the Debtor in trust for the Secured Party and shall be turned over to the Secured Party
forthwith upon request.

Sccured Party Actions

The Debtor hereby authorizes the Secured Party to:

(a) file such financing statements and other documents and do such acts,
matters_and things (including completing and adding schedules hereto
identifying the Collateral. or any permitted Encumbrances affecting
collateral or. identifying the locations at which the Debtor’s business is
carried on and the Collateral and tecords relatirig therefo are situate) as the
Secured Party may deem appropriate to perfect and continue the security
constituted hereby, to protect and preserve the Collateral and to realize
upon the security constituted hereby and the Debtor hereby irrevocably
constitutes and appoints the Secured Party the true and lawful attorney. of
the Debtor, with full power of substitution, to do any of the foregoing in
the name of the Debtor whenever and wherever it may be deemed
necessary or expedient by the Secured Party; and

() make enquiries from time to time of any jgovernmental authority with
respect to the Debtor's compliance with Environmental Laws and the
Debtor agrees that the Debtor will from time to time provide to the
Secured Party with such written authorization as the Securcd Party may
reasonably require in order to facilitate the obtaining of such information.

The Secured Party may charge for its reasonable costs incurred in connection with any

" disclosure requirements under the PPSA.

If the Debtor fails to perform any of its Obligations hereunder, the Secured Party may,
but shall not be obliged to, perform any or all of such Obligations without prejudice to
any other rights and remedies of the Secured Party hereunder, and any payments made

-and any costs, charges, expenses and legal fecs and disbursements (on a solicitor and his

own client basis) incurred in connection therewith shall be payable by the Debtor to the
Secured Party- forthwith with intercst until paid at the highest rate bome by any of the
Obligations and such amounts shall form part of the Obligations and constitute & charge
upon the Collateral in favour of the Secured Party prior to all claims subscquent to this
General Security Agreement.

The Debtor covenants and agrees that the Secured Party may, but shall be under no
obligation to, at any time or times as the Secured Party deems necessary and without the
concurrence of the Debtor or any other person make such arrangements for the repairing,
finishing and putting in order of the Premises, including, without limitation, such repairs,

11
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7.
7.1

replacements and improvements as are necessary so that the Debtor and the Premises
comply with Environmental Laws, and all reasonable costs, charges and expenses
including an allowance for the time and services of the Sccured Party, the Secured
Party’s servants or agents or any other person or persons appointed for the above
purposes including, without limitation, the full amount of all legal fees, disbursements,
costs, charges and expenses incurred by the Secured Party and any amount due hereunder
shall be payable forthwith to the Secured Party, shall be deemed an advance to the Debtor
by the Securcd Party, shall be deemed to be Obligations, and shiall bear interest at the
highest rate per annum from time to time charged by the Secured Party on any of the
other Obligations until paid.

Default

The Debtor shall be in default under this General Security Agrecment, unless otherwise
agreed in writing by the Secured Party, upon the occurrence of any of the following
events:

7.1.1 the Debtor makes defanlt in payment when due of any of the Obligations which
are indebtedness or liabilities or the Debtor fails to perfonn or satisfy any other of
the Obligations; or

7.1.2 the Dcbtor is in bieach of any term, condition, proviso, agreement or covenant to
the Secured Party, or any representation or warranty given by the Debtor to the
Secured Parly is untrue, whether of not any such term, condition, proviso,
agreement or covenant. representation or warranty is contained in this General
Security Agreement; or ' '

7.1.3 . the Dcbtor makes an assignment for the benefit of its creditors, is declared
bankrupt, makes a proposal or otherwise takes advantage of provisions for relief
under the Bankruptcy and Insolvency Act {Canada), the Companies Creditors’
Arrangement Act (Canada) or similar legislation in any jurisdiction, or makes an
authorized assigmnent; or

7.14 there is instituted by or against the Debtor any formal or informal proceeding for
the dissolution or liquidation of, settlement of claims against, or winding-up of
affairs of the Debtor; or

7.1.5 the Debtor ceases or threatens to cease to carry on business or makes or agrees to
make a bulk sale of assets or commits or threatens to commit an act of
bankruptey; or

7.1.6 a receiver, receiver and manager or receiver-manager of all or any part of the
Collatcral or of any other property, assets or undertakings of the Debtor is
appointed; or :

7.1.7 any execution, sequestration, extent or other process of any court becomes
enforceable against the Debtor or a distress or analogous process is levied upon
the Collateral or any part thereof; or
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7.1.8 an order is made or an effective resolution is passed for winding-up the Debtor; or

7.1.9 without the prior written consent of the Secured Party; the Debtor creates or
permits to exist any Encumbrance against any of the Collateral which ranks or

could in any event rank in priority to or pari passu with the security constituted -

by this General Security Agreement; or

7.1.10 the holder of any Encumbrance against any of the Collateral does anything to
enforce or realize on such Encumbrance; or

7.1.11 the Debtor enters into any reconstruction, reorganization, amalgamation, merger
or other similar arrangement with any other person; or

- 7.1.12 the Secured Party in good faith belicves and has commercially reasonsble grounds

to believe that the prospect of payment or performance of any of the Obligations
is impaired or that any of the Collateral is or is about to be placed in jeopardy; or

7.1.13 eny certificate, statement, representation, warranty or audit report herewith,
heretofore or hereafter furnished by or on behalf of the Debtor to the Secured
Party, whether in connection with this General Security Agreement or otherwise,
and whether furnished as an inducement to the Sccured Party to extend any credit
to or to enter into this or any other agreement with the Debtor or not:

()  proves to have been falsc in any material respect at the time as of which
the facts therein set.forth were stated or certified; or

(b) proves to have omitted any substantial contingent or unliquidated liability
or claim against the Debtor;

or, upon the datc of execution of this General Security Agreement. there shall
have been any matcrial adverse change in any of the facts disclosed by any such
certificate, statement, representation, warranty or audit report, which change was
not discloscd to the Secured Party at or prior to the time of such execution.

For the purposes of Section 203 of the Land Title Act (British Columbia), the floating
charge created by this General Security Agrcement over land shall become a fixed charge
thereon upon the earliest of;

7.2.1 the occwrrence of an event described in any of clauses 7.1.3, 7.1.4, 7.1.5, 7.1.6,
7.1.7,0r 7.1.8; or

7.22 the Secured Party taking any action to enforce and realize on the sccurity
constituted by this General Security Agreement.

Enforcement

The Secured Party may make demand for payment at any time of any or all of the
Obligations which are payable upon demand (whether or not there is any default under
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8.2

83

8.4

8.5

this General Security Agreement) and, upon any default under this General Security
Agreement, the Secured Party thay declare any or all of the Obligations which are not
payable on demand to become immediately due and payable.

Upon default under this General Security Agreement, the security hereby constituted will
immediately become enforceable.

To cnforce and realize on the security constituted by this General Security Agreénient,
the Secured Party may take any action permitted by law or in equity, as it may deem
expedient. and in particular, without limiting the generality of the foregoing, the Secured
Party may do any one or more of the following:

8.3.1 appoint by instrument a receiver, recciver and manager or receiver-manager (the
person so appointed is herein called the “Receiver”) of the Collateral, with or
without bond as the Securéd Party may determine, and from time to time in its
sole discretion remove such Receiver and appoint another in its stead;

8.3.2 enter upon any of the Premises and take possession of the Collateral with power
to exclude the Debtor, its agents and its servants therefrom, without becoming
liable as a mortgagee in possession;

8.3.3 preserve, protect and maintain the Collateral and make such replacements thereof
: and repairs and additions thereto as the Secured Party may deem advisable;

8.3.4 scll, lease or otherwise dispose of or concur in selling, leasing or otherwise
disposiig of all or any part of the Collateral, whether by public or private sale or
lease or otherwise, in such mannef, at such price as can be reasonably obtained
therefor and on such terms as to credit and wilh such conditions of sale and
stipulations as to title or tonveyance or evidence of title or otherwise as to the
"Secured Party may seem reasonable, provided that the Debtor will not be entitled
to be credited with the proceeds of any such sale, lease or other disposition until
the monies therefor are actually received; and '

83.5 exercise all of the rights and remedies of a secured pﬂ.rty under the PPSA,

A Receiver appointed pursuant to this General Security Agreement shall be the agent of
the Debtor and not of the Secured Party and, to the extent permitted by law or to such
lesser extent permitted by its appointment, shall have all the powers of the Secured Party
hereunder, and in addition shall have power to carry on the business of the Debtor and for
such purpose from time to time to borrow money either secured or unsecured, and if
secured by a security on any of the Collateral, any such security may rank in priority to or
pari passu with or behind the security constituted by this General Security Agreement,
and if it does not so specify such security shall rank in priority to the security constituted
by this General Security Agreement.

Subject to applicable law and the claims, if any, of the creditors of the Debtor ranking in

priority to the security constituted by this General Security Agreement, all amounts
realized from the disposition of the Collateral pursuant to this Gencral Security
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10.
10.1

11,
1.1

Agreement will hie applied as the Securcd Party, in its sole discretion, may direct as
follows:

Firstly: - in or taward payment of all costs, charges and expenses (including
legal fees and disbursements on a solicitor and his own client basis)
incurred by the Secured Party in connection with or incidental to;
(a) the exercise by the Secured Party of all or any of the powers
granted to it pursuant to this General Security Agreement; and

(b) the appointment of the Receiver and the exercise by the
Reeeiver of all or any of the poiwvers granted to the Receiver
pursuant to this General Security Agreement, including the
Receiver’s reasonable remuneration and all outgoings praperly
payable by the Receiver;

Secondly: in or toward payment to the Secured Party of all principal and other
monics (except interest) due in respect of the Obligations;
‘Thirdly: in or toward payment to the Secured Party of all interest remaining
unpaid in respect of the Obligations; and
Fourthly: - any surplus ‘will be paid to the Debtor.
Deficiency

If the amounts realized from the disposition of the Collateral are not sufficient to pay the
Obligations in full to the Secured Party, the Debtor will immediately pay to the Secured
Party the amount of such deficiency:.

Rights Cuniulative

‘All rights and remedies of the Sccured Party set out in this General Security Agreement

are cumulative and no right or remedy contained herein is intended to be exclusive but
cach will be in addition to every other right or remedy contained herein or in any existing
or future general security agreement or now or hereafter existing at law or in equity or
pursuant to any other agreement betwcen the Debtor and the Secured Party that may be in
effect from time to time.

Aggointment‘ of Attoimey

The Debtor hereby irrevacably appoints the Secured Party or the Receiver, as the case
may be, with full power of substitution, to be the attomey of the Debtor for and in the
name of the Debtor to sign, endorse or execute under scal or otherwise any deeds,
documents, transfers, cheques, instruments, demands, assignments, assurances or
consents that the Debtor is obliged to sign, endorse or execute and generally to use the
name of the Debtor and to do all things as may be necessary or incidental to the exercise
of all or any of the powers conferred on the Seccured Party or the Receiver, as the case
may be. pursuant to this General Security Agrecement.

15,
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12.
12.1

o122

12,3

12,4

12.5

Liability of Secured Party

The Secured Party shall not be responsible or liable for any debts contracted by it. for
damages to persons or property ot for salaries or non-fulfilment of contracts during any
period when the Secured Party shall mianage the Collateral upon entry of the business of
the Debtor, as herein provided, nor shall the Secured Party be liable to account as
mortgagee in possession or for anything except actual receipts-or be liable for any loss or
realization or for any default or omission. for which a mortgagee in possession may be
liable.

The Secured Party shall not be bound to do, observe or perform or to sce to the
observance or performance by the Debtor of any obligations or covenants imposcd upon
the Debtor nor shall the Secured Party, in the case of Securities, Instruments or Chattel
Paper, be obliged to reserve rights against other persons, nor shall the Secured Party be
obliged to keep any of the Collateral identifiable.

The Secured Party shall not'be obliged to inquire into’the right of any persoi purporting
to be.entitled under the PPSA to information and materials from tlic Secured Party by
making a demand upon the Secured Party for such information and materials and the
Secured Party shall be entitled to comply with such demand and shall not be liable for
having complied with such demand notwithstanding that such person may in fact not be
entitled to make such demand,

The Debtor will indemnify the Secured Party and hold the Secured Party harmless from
and against any and all claims, costs, losses, demands, actions, causes of action, lawsuits,
damages, penaltles, judgments and liabilities of whatsoever nature and kind in connection
with or arising out of any representation or warranty given by the Debfor, being untrue,
the breach of any term, condition. proviso, agreement or covenant to the Secured Party,
or the exercise of any of the rights and or remedies of the Secured Party, or any
transaction contemplated in this General Security Agreement.

The Debtor hereby waives ﬁny applicable provision of law permitted to be waived by it
which imposes higher or greater obligations upon the Secured Party than provided in this
General Sccurity Agreement.

The Debtor shall indemnify, reimburse and save harmless the Secured Party, any .

receiver, its directors, officers, employees, agents, and successors and assigns, from any
and all liabilities, actions, damagcs, claims, losses, costs and expenses whatsoever
(including without limitation, the full amount of all legal fees, costs, charges and
expenses and the cost of removal, treatment. storage and disposal of any Hazardous
Materials and remediation of the Premises) which may be paid, incurred or asserted
against the, Secured Party for, with respect to or as a direct or indirect result of the
presence on or under, or the escape, seepage, leakage, spillage, discharge, emission or
release from the Premises or into or upon any other land, the atmosphere or any
watercourse, body of water or wetland of any Hazardous Matcrials.
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12.7

12.8

13.

13.1

© 132

14.
14.1

Any amount owing by the Debtor hereunder shall, from the date of disburscment until the
date the Sccured Party receives reimbursement, be deemed advanced to the Debtor by the
Secured Party, shall be deemed to be Obligations and shall bear interest at the highest rate
per anmum from time to time charged by the Secured Party on any of the other
Obligations until paid.

The Debtor agrees that the indemnity obligations hereunder shall survive the release of
the security of this Gencral Security Agreement and. lhc payment and satisfaction of the
indebtedness and liabilities herchy secured. .

Appropriation of Payments and Offset

Subject to any applicable provisions of the PPSA, any and all payments made in respect
of the Obligations from time to time and monies realized from emy security héld therefor
(including monies collected in accordance with or realized on any enforcement of this
General Sccurity Agreement) may be applied to such part or parts of the Obligations as
the Securcd Party may see fit, and the Secured Party may at all times and from time to
time change any appropriation as the Secured Party may see fit or, at the option of the
Secured Party, such payments and monies may be held unappropriated in a collateral
account or released to the Debtor, all without prejudice to the liability of the Debtor or to
the rights of the Secured Party hereunder.

Without limiting any other right of the Secured Party, whenever any of the Obligations is
immediately due and payable or the Secured Party has the right to declare any of the
Obligations to be inmediately due and payable-(whether or not it has so declared), the

Secured Party may, in its solc discretion, set off against any of the Obligations any and all
‘monies then owed to the Debtor by the Secured Party in any capacity, whether or not due

and to'do so even though any charge therefor is made or entered on the Secured Party's
records subsequent thereto, and the Secured Party shall be deemed to have exercised such
nght to set off immediately at the time of making its decision.

Liability to Advance, Etc.

Except to the extent that the Sccured Party:
14.1.1 by accepting bills of exchange drawn on it by the Debtor; or’

14,1.2 by issuing letters of credit or letters of guarantee on the application of the Debtor;
is required to advance monies on the maturity of such hills or pursuant to such
letters of credit or letters of guarantee, as the case may be, none of the
préparation, execution, perfection and registration of this General Security
Agreement or the udvance of any monies shall bind the Secured Party to make

any advance or loan or further advance or loan, or renew any note or extend any-

time for payment of any indebledness or liability of the Debtor to the Secured
Party or extend any term for performance or satisfaction of any obligation of the
Debtor to the Secured Party.
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]5.
15.1

15.2

16.
16.1

17,
17.1

18.
18.1

Nothing herein contained shall in any way oblige the Sccured Party to grant, continue,
renew, extend time for payment of or accept anything which constitutes or would
constitute Obligations or any of them.

Waiver

No delay or omission by the Sccured Party in exercising any right or remedy hereunder
or with respect to any of the Obligations shall operate us 4 waiver thereof or of any other
right or remedy, and no single or partial exercise thereaf shall preclude any other or
further exercise thereof or the exercise of any other right or remedy.

The Secured Party may from time to time and at any time waive in whole or in part any
right, benefit or default under any clause of this General Security Agreement but any
such waiver of any right, benefit or default on any occasion shall be deemed not to be a
waiver of any such right. benefit or default thereafter, or of any other nght benefit or
default, as the case may be.

‘Extensions

The Secured Party may grant cxtensions of time and other indulgences, take and give up
security, accept compositions, compound, compromise, scttle, grant releases and
discharges, refrain from perfecting or maintaining perfection of security, and otherwise

deal with the Dcbtor, Account Debtors of the Debtor, sureties and others and with the .

Collateral and other security as the Secured Party may see fit without prejudice to the
liability of thc Debtor or the Secured Party’s right to hold and realize on the security
constituted by this General Security Agreement.

Assignment

The Secured Party may, without further notice to the Debtor, at any time mortyage,
charge, assign, transfer or grant a sccurity interest in this General Security Agreement
and the security constituted hereby.

The Debtor expressly agrees that the assignee, transferce or secured party of the Secured
Party, as the case may be, shall have all of the Secured Party’s rights and remedies under
this Qeneral Security Agreement and the Debtor will not assert any defence,
counterclaim, right of set-off or otherwise any claim which it now has or hereafter
acquires against the Secured Party in any action commenced by such assignee, transferee
or sccurcd party, as the case may be, and will pay the Obligations to the assignee,
transferee or secured party, as the case may be, as the Obligations become due,

Satisfaction and Discharge

Any partial payment or satisfuction of the Obligations, or any ceasing by the Debtor to be
indebted to the Secured Party, shall be deemed not to be redemptlon or chschuq,e of the
security constituted by this General Sccurity Agreement.
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18.2

- 19,
+19.1

+:19.2

19.3

- 20,
20.1

21,
~ 211

The Debtor shall be entitled to a rélease and discharge of the security constituted by this
General Security Agreement upon full payment, perfonnarice and satisfaction of all
Obligations, or the secoring of the Obligations to the satisfaction of the Secured Party,
and upon written request by the Debtor and payment to the Secured Party of all costs,
charges, expenses and legal fees and disbursements (on a solicitor and his own client
basis) incurred by the Secured Party in connection with the Obligations and such release
and discharge.

No Merger

This General Security Agreement shall. not operate so as to create any merger or
discharge of any of the Obligations, or any assignment, transfer, guarantee, lien, contract,
promissory note, bill of exchange or security in any form held or which may hereafter be

‘held by the Secured Party from the Debtor of from any other person whomsoever.

The taking of a judgment wifh respect to any of the Obligations will not opsrate as a

merger of any of the terms, conditions, covenants, agreements or provisos contained in
this General Security Agreement.

The release and discharge of the security constituted by this General Security Agreecment
by the Secured Party shall not operate as a release or discharge of any right of the
Secured Party to be indemnified and held harmless by the Debtor pursuant fo clause 12.4
hereof or of any other right of the Secured’ Party against the Debtor atising under this
General Security Agreement prior to such release and discharge.

Interpretation
In this General Security Agreement:

20.1.1 the invalidity or unenforceability of the whole or any part of any clause shall not
affect the validity or enforceability of any other clause or the remainder of such
c‘lausc; . . . . e . “ . . RN .

20,1.2 the headings have been inserted for reference only and shall not define, limit, alter

or enlarge the meaning of any provision of this General Security Agreement; and

20.1.3 when the context so requires, the singular shall be read as if the plural were
expressed and the provisions hereof shall be read with all grammatical changes
necessary dependent upon the person referred to being a male, female, firm or
corporation.

Paramountcy

In the event that the terms or provisions of this General Sceurity Agreement conflict or
are inconsistent with the terms and provisions of the loan agreement dated March 2, 2013
made between the Debtor, as borrower, and the Secured Party, as lender, as may be
amended, restated, supplemented, extended, renewed, replaced or othérwise modified
from time to time in accordance with the provisions thereof (the “Loan Agreement™), the
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22.1

22.2

23.
23.}

24.
241

25,

25.1

26.
26.1

terms and provisions of the Loan Agreement shall prevail to the extent necessary to
resalve such conflict or inconsistency.

Notice

Whenever cither the Secured Party or the Debtor is required or entitled to notify or direct
the other or to make a demand upon or request of the other relating to the Collateral, this
General Secunty Agrecment or the PPSA, such notice, direction, demand or request shall
be sufficiently given if given in writing and delivered to the party for whom it is inténded
at the address of such party herein. or as changed pursuant hereto or if sent by prepaid
registered mail addressed to the party for whom it is intended at the address of such party
herein set forth or as changed pursuant hereto. .

Either the Secured Party or the Debtor may notify the other in accordance herewith of
any change in its principal address to be used for the purposes hereof.

_ Variation

Save for any schedules which may be added hereto pursuant to the provisions hereof, no
modification, variation or amendment of any provision of this General Security
Agreement shall be made except by wrilten agreement, executed by the parties hereto and

‘no waiver of any provision hereof shall be effective unless in writing, .

Enurement

This General Sccurity Agreement shall enure to the benefit of the Secured Party and its
successors and assigns and shall be binding upon the respective heirs, e‘cecutors, personal
representatives, succcssors and permitted assigris of the Debtor.

Copy of Agreement and Financing Statement
The Debtor. hereby: .

25.1.1 acknowledges receiving a copy of this General Security Agreement; and

25.1.2 waives all rights to receive from the Secured Paity a copy of any financing
statement, financing change statement or verification statement filed at any time
or from time to time in respect of this General Security Agreement,

Governing Law

This General Security Agreement shall be governed by and construed in accordance with
the laws of the Province, except to the extent that matters of title, creation, perfection or
priority of the security interests granted hereby or procedural issues of foreclosure are
required to be governed by the laws of a province in which the Collateral or any part
thereof is located.

[4830847.4
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26.2

2.
271

For the purpose of legal proceedings this General Security Agreement shall be deemed to
have been made in the Province and to be performed there and the courts of the Province
shall have jurisdiction over all disputes which may arise under this General Security
Agreement and the Debtor hereby trrevocably and unconditionally submits to the non-

* exclusive jurisdiction of such courts, provided always that nothing herein contained shall

prevent the Secured Party from proceeding at its elecnon against the Debtor in the courts

of any other province, country or jurisdiction.

Non-Application of Saskatchewan Laws

The Debtor covenants and agrees with the Secured Party that:

27.1.1 the Land Contracts (Actions) Act (Saskatchewan) shall no have no application to
any action as’in such Act defined, with respect to any security interests gwcn by
the Debtor under this Agreement; and

27.1.2 the Limitation of Civil Rights Act (Saskatchewan) shall have no application to: -
(5) ‘this Agreement,

(b)  ony indenture, instrument or agreement entered into by the Debtor at any
time hereafter, supplemental or ancillary to or in implementation of this
Agreement and involving the payment by the Debtor of money, or the
liability of the Debtor to payment,

(©) any security interests for the payment of money made, given or created by
this Agreement ar by any indenture, instrument or agreement referred to or
mentioned in clause (b) above, .

(d) . any instrument or agrcement entered into by the Debtor at any time
hereafter renewing or extending or collateral to this Agreement, renewing
or extending or collateral to any indenture, instrument or agreement
referred to or mentioned in clause (b) above, or renewing or extending or
collateral to any mortgage, charge or other security referred to or
mentioned in clause (c) above, or

C) the rights, powers or remedies of the Secured Party under this Agreement
or any security interests, indenture, instrument or agreement referred to or
mentioned in this Section 27.1.2,

Composite Mortgage

This General Securily Agrcement is a composite sccurity agreement covering the
Collateral of the Debtor located in various provinces and territories of Canada and in each
other jurisdiction in which the Deblor has assets and, as to portions of the Collateral
located in such other jurisdictions, this General Security Agreement shall be a security
agreement enforceable against the Debtor without regard -to the application of this
General Security Agreement to portions of the Collateral located in other jurisdictions.

21
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All provisions hereof shall be applicable separately to the portions of the Collateral
located in each separate jurisdiction with the same effect as if & separate security
agreement with respect thereto had been exccuted and delivered by the Debtor to the
Secured Party. Upon the reasonable request of the Secured Party, the Debtor .shall
prepare, exccute, deliver and register, at its expense, a separate sccurity agreement
covering the portion of the Collateral localed in any such jurisdiction or jurisdictions,
such separate security agreement lo be substantially in the form hereof except for such
modifications as shall be required by the fact that such security agreement relates only to
the Collateral located in such jurisdiction or jurisdictions or as may be required by the
Secured Party in connection herewith. ’

22
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In Witness Whereof the Debtor has executed this General Security Agreement as of the
day and year first above written.

FOR BRITISH COLUMBIA
Officer Signature(s) Exccution Date
Y M D

(For Corporation) (Corporation Name) by its authorized signatories
Officer Signature Signature
Name Name
Address Title

Signature

Name

Title
(For Individual)
‘Officer Signature
Name Debtor Signature
Address Name .

Officer Certitication: Your signature constitutes a representation that you are a solicitor, notary public or other person authorized
by the Evidence Act, R.S.B.C. 1996, c. 124, to take affidavits for use in British Columhia and certifies the malicrs sct out in Pant
S of the Lend Title Act as they pertain to the execution of this instrument,

148308674
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- FOR ALL JURISDICTIONS OTHER TIHAN BRITISH COLUMBIA

(For Corporation)

SHS SERVICES MANAGEMENT INC,

h ~ Name.of Corpgictiton
Per: [\

Si nalure"" V 3
X\(Q_ Q,\-P-(Mn\"q

Name
%“Ncsﬁ\ff'

Title

Per:

Signature

Name

5 Title

FoR INDIVIDUAL

- Per;

DEBTOR SIGNATURE

C/s

Signature of Witness

Signature of Debtor

Name

Name

Address

Qccupation

148308674
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Encumbrance Schedule

Those Encumbrances which are “Permitted Encumbrances” as such term is defined in the Loan
Agréement. In the event that the Loan Agreement is terminated for any reason and this General
Security Agreement remains outstanding, the term “Petmiitted Encumbrance” and the other terms
of the Loan Agreement that are incorporated herein by reference shall be deemed to be to the
terms defined in the Loan Agreement in effect immediately prior to such termination.

25
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Location Schedule

- Address(es) for Location of the Collateral

26
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Additional Covenants Schedule

Additional Covenants of the Debtor further to Clause 4.1.15:

Each of the covenants contained in (i) the loan agreement dated March 2, 2013 made by the
Debtor in favour of the Secured Party and (ii) the branded concession agreement dated December

20, 2012, in each case, as may be amended, restated, suppleriented, extended, renewed, replaced.

or otherwise modified from time to time in accordance with the provisions thereot’.

27
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GENERAL SECURITY AGREEMENT
This General Security Aéreement made as of 2nd day of March, 2013

By:
SHS Scrvices Limited Partnership

(the “Debtor™)

In Favour of:
Sears Canada Inc, t k
(the “Secured Party™)

1. Security

1.1 For value received, the Debtor grants and creates the. security constituted by this General Py
. Security Agreement and agrees to the tenns, covenants, agreements, conditions, provisos .
-and other matters set ot in this General Security Agreement.

12 As general and continuing sccurity for the Obligations (as defined in clause 2.1 hereof),

the Debtor:

1.2.1  hereby grants to the Secured Party, by way of mortgage, charge, assignment afd '
transfer, a security interest in all presently owned and hereafter acquired personal N
property of the Debtor of whatsoever naturc and kind and wheresoever situatc and Co
all proceeds thereof and therefrom, renewals thereof, Accessions thereto and
substitutions therefor, (all of which are herein collectively called the “Personal
Property Collateral”), including, without limiting the generality of the foregoing,
all the presently owned or held and hereafter acquired right, title and interest of
the Debtor in and to all Goods (including all accessories, attachments, additions
and Accessions thereto), Chattel Paper, Documents of Title (whether negotiable
or not), Instruments, Intangibles (subject to Clause 1.2.2 hereof), Licences,
Money, Securities, Investment Praperty and all:

(2) Inventory of whatsoever nature and kind and wheresoever situate;
(b)  Equipment (other than Inventory) of whatsoever nature and kind and
wheresoever situate, including, without limitation, all machinery, tools,

apparatus, plant, furniture, fixtures and vehicles of whatsoever nature and . i
kind; : i

148430542



1.22

123

14843954.2

(¢)  book accounts and book debts and generally all Accounts, debts, dues,
claims, choses in action and demands of every nature and kind howsoever
arising or secured including letters of credit, letters of guarantee and
advices of credit, which are now due, owing or accruing or growing due to
or owned by or which may hereafter become due, owing or accruing or
growing due to or owned by the Debtor (all of which arc hercin
collectively called the “Debts™);

(d)  deeds, documents, writings, ‘papers, books of account and other books
relating to or being récords of Debts, Chattel Paper or Documents of Title
or by which such are or may hereafler be secured, evidenced,
acknowledged or made payable; '

(6)  contractusl rights and insurance claims and all goodwill;
) monices other than trust monies lawfully belonging to others; and

(e)  personal property described in any schedule now or hereafter annexed
hem}to; and

hereby grants to the Secured Party, by way of mortgage and charge a security
interest in all presently owned and hereafler acquired patents, ‘trade-marks,
copyrights, industrial designs and other intellectual property and all proceeds
thereof and therefrom. rencwals thereof, Accessions thereto and’ substitutions
therefor (all of which is deemed to be included in the definition of “Personal
Property Collateral™ referred to in Clauses 1.2.1 and 1,3.2 hereof); and

hereby charges as and by way of a floating charge in favour of the Secured Party
all the presently owned or held and hereafter acquired property, assets, effects and
undertakings of the Debtor of whatsoever nature and kind and wheresoever
situate, other than such of the property, assets, effects and undertakings of the
Dehtor as are validly and effectively subjected to the security intcrest granted to
the Sccured Party pursuant to clause 1.2.1, (all of which property, assets, effects
and undertakings so charged by this clause 1.2.3 are herein collectively called the
“Other Collateral”) including, without limiting the generality of the foregoing, all
presently owned or held and hereafier acquired right,. title and interest of the
Debtor in and to real and immovable and Jeasehold property and rights whether in
fee or of a less estate and all interest in and rights relating to lands and all
casements, rights of way, privilege, benefits, licences, improvements and rights
whether connected therewith or appurtenant thereto or separately owned or held

and all structures, buildings, plant, machinery, fixtures, apparatus and fixed assets

and the charge created by this clause 1.2.3 shall be a floating charge such that the
Debtor shall not have power without the prior written consent of the Secured
Party to; ‘

(a)  create or permit to exist any Encumbrance against any of the Other
Collateral which ranks or could in any event rank in priority to or pari
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passu with the security constituted by this General Secunty Agreement,
save for:

(1)  those Encumbrances shown in the Encumbrance Schedule; and

-(2)  Encumbrances approved in writing by the Secured Party prior to
creation or assumption;-or -

(b)  grant, sell exchange, transfcr, assign, lease or otherwise dispose of the
Other Collateral.

1.3 Inthis General Security Agreement:

1.3.1
132

133

1.34

135

1.3.6

1.3.7

14843954.2

any reference to “Premiscs” shall mean all property owned or leased by the
Debtor;

the Personal Propcrty Collateral and the Other Collateral are herein togcther

called the “Collateral™;

any reference to “Collateral” shall, unless the context otherwise requires, be
deemed a reference to

“Collateral or any part thereof’;

any reference lo “Debtor” and the personal pronaun “it”* or “its” and any verb
relatmg thereto and used therewith shall be read and construed as required by and
in accordance with the context in which such words are used depending upon
whether the Debtor is one or more corporations and, if more than one Debtor

executes this General Security Agreement, this General Security Agreement shall.

apply and be binding upon each of them jointly and severally and all obligations
hereunder shall be joint and several;

any reference to “Environmental Laws” shall mean any laws, regulations, orders,
by-laws, permits or lawful requircments of any govemmental authority with
respect to environmental protection or regulating hazardous materials; '

any reference to “General Security Agreement” shall, unless the context otherwise
requires, be deemed a reference to this General Security Agreement as amended
from time to time by written agrecement together with the schedules hereto and
any schedules added hereto pursuant to the provisions hereof;

any reference to “Hazardous Materials” shall mean any asbestos material, urea
formaldehyde, explosives, radioactive materials, pollutants, contaminants,
hazardous substances, corrosive substances, toxic substances, special waste or
waste of any kind including, without limitation, compounds known as
chlorobiphenyls and any substance the storage, manufacture, disposal, treatment,
generation, use, transport, remediation or release of which into the environment js
prohibited, controlled or licensed under Environmental Laws;

W
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1.4

1.5

1.6

2.1

1.3.8 any reference to “PPSA” shall mean any legislation of any province or territory in
Canada governing the creation, perfection and enforcement of and other matters
pertaining to security interests in personal property, as amended from time to time

and any Act substituted therefor and amendments thereto and, for the purposcs of

interpreting a term referred to herein ot any reference to PPSA herein, unless
othenwvise indicated, means specifically the PPSA of Ontario, except to the extent
that matters of'title, creation, perfection or priority of the security interests granted
hereby or procedural issues of foreclosure are required to be governed by the laws
- of a'province in which the Collateral or any part thereof is located, in which case,
it shall mean the jurisdiction that governs'the matters of title, creation, perfection
or priority of the security interests granted hereby or procedural issues of
foreclosure in which such Collateral or such part thereof is located, as applicable;

139 any reference to the “Province” shall mean the Province of Ontario; and

1.3.10 the terms “Goods”, “Chattel Paper”, ‘Documents of Title”, “Equipment”,
“Accounts” “Consumer Goods”, “Insfruments”, “Intangibles”, “Licences”
(Alberta and British Columbia only), “Money”, “Securities”, “Investment
Property”, “Proceeds”, “Inventory” and “Accessions” and other words and
expressions which have been defined in the PPSA shall be interpreted in
accordance with their respective meanings given in the PPSA (either in the
singular or plural thereof), as the context requires unless otherwise defined herein
or unlcss the context otherwise requires.

The Secured Party and the Debtor have not agreed to postpone the time for attachment of
the security interests granted hereby.

The security interest in Consumer Goods hereby granted shall not become effective until,
but shall become effective immediately when, the Secured Party notifies the Debtor in
writing that it is effective.

The last day of the term of any leasc held by the Debtor with mspect to any of the
Collateral i3 excluded from the security constituted by this General Security Agreement.

Obligations Sccured

The security constituted by this General Security Agreement is general and continuing
security for payment, performance and satisfaction of each and every obligation,
indebtedness and liability of the Debtor to the Secured Party (including intercst thereon),
present or future, direct or indirect, absolute or contingent, matured or not, extended or
renewed, wheresoever and howsoever incurred, and any ultimate unpaid balance thereof,
including all future advances and re-advances, and whether the same is from time to time
reduced and thereafter increased or entirely extinguished and thereafter incurred again
and whether the Debtor be bound alone or with another or others and whether as principal
or surety, (all of which obligations. indebtedness and liabilities are herein collectively
called the “Obligations™). '

14843954.2
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2.2 This General Security Agreement and the security constituted hereby are in addition to
and not in substitution for any other sccurity or securities which the Secured Party may
now or from time to time hold or take from the Debtor or from any other person
whomsoever.

3. Representations and Warranties of the Debtor

3.1  The Debtor represents and warrants that, and, so long as this General Sccurity Agreement
remains in cffect, shall be deemed to continuously represent and warrant that:

3.1.1

3.1.3

3.1.4

3.1.6

3.1.7

143419342

this General Security Agreement has been authorized, executed and delivered in
accordance with resolutions of the directors (and of the sharcholders as
applicable) of the Debtor and all other matters and things have been done and
performed so as to authorize and make the execution and delivery of this General
Security Agreement, the creation of the security constituted hereby and the
performance of the Debtor’s obligations hereunder, legal, valid and binding;

the Collateral i3 genuine and is owned by the Debtor free of all security interests,
mortgages, liens, claims, charges and other encumbrances (herein collectively
called “Encumbrances”), save for the security constituted by this General Security
Agreement, those Encumbrances shown on the Encumbrance Schedule and those
Encumbrances approved in writing by the Secured Party.

the Debtor has good and lawful authority to créate the security 'in the Collateral

constituted by this General Security Agreement;

each Debt, Chattel Paper and Instrument included in Collateral is enforceable in
accordance with its terms against the party obligated to pay the same (the
“Account Dchtot”), and the amount represented by the Debtor to the Secured
Party from time to time as owing by each Account Debtor or by all Account
Debtors will be the correct amount actually and unconditionally owing by such
Account Debtor or Account Debtors, except for normal cash discounts where
applicable, and no Account Debtor will have any defense, set off, claim or

counterclaim against the Debtor which can be asserted against the Secured Party

whether in any proceeding to enforce the Collateral or otherwisc;

with respect to Goods (including Inventory) compriscd in the Collateral, the
locations specitied in the Location Schedule are accurate and complete (save for
Goods in transit to such locations and Inventory on lease or consignment) and all
fixtures or Goods about to become fixtures which form part of the Collateral will
be situate'at oneof the locations specified in the Location Schedule;

none of the Premises are insulated with urca formaldehyde nor contain any
ashestos material or underground tanks; .

the Premises arc free of any Hazardous Materials;
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3.1.8 the Premises are not cwirently used in a manner, and, to the Debtor’s knowledge,
after having made due inquiry, no prior use has occurred, which is contrary to any
laws, regulations, orders, bylaws, permits or lawful requircments of any
Environmental Laws; and

3.1.9 there are no existing or threatened claims, actions, orders or investigations under
any Envitonmental Laws against the Debtor or against the Premises;

3.1.10 the Debtor is the owner of any intellectual property épplications and registrations
and-there are no outstanding claims of ownership by third parties in respect of
these registrations and applications;

3.1.11 all intellectual property applications and registrations are valid and in good
standing;

3.1.12 all trade-mark and industrial designs have been in continuous use and that-the use
has been proper in relation to the wares and/or services of Deblor;

3.1.13 only the Debtor has used the trade-marks, or if there are any third party users of
the Debtor’s trade-marks, such third party users are properly licensed to use such
trademarks;

3.1.14 all assignments and othet documents affecting intellectual property rights have
been disclosed and provided to the Secured Party;

3.1.15 there are no outstanding or threatened clalms or proccedmgs with respect to the
intellectual property; and,

3.1.16 all necessary assignments and license agreements have been properly executed by
the chtor for use of third party mtellectual property.

Covenants of the Debtor

- The Debtor cavenants and agrees that at all times while this General Security Agreement

remains in effect the Debtor will:

4.1.1 defend the Collateral for the benefit of the Secured Party against the claims and
demands of all other persons;

4,1.2 not, without the prior written consent of the Secured Party:

(a)  create or permit to exist any Encumbrance against any ot the Personal
Property Collateral which ranks or could in any event rank in priority to or
pari passu with the security constituted by this General Security
Agreement, save for:

@) those Encumbrances shown in the Encumbrance Schedule; and

148439542
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4.1.3

415

4.1.6

41,7

14343954.2

(i)  Encumbrances approved in writing by the Secured Party prior fo
crcation or assumption; or

(b)  grant, sell, exchange, transfer, assign, lease or otherwise disposc of the
Collateral: provided always, that, until default, the Debtor may, in the

ordinary course of the Debtor’s business, sell or lease Inventory and,
subject to clause 5.2 hereof, use monies available to the Debtor;

fully and effectively maintain and keep maintained valid and effective the security
constifuted by this General Security Agreement;

notify the Secured Party promptly of:

(@)  any change in the information contained herein or in the Schedules hereto
relating to the Debtor, the Dehtor’s name, the Dcbtor’s business or the
Collateral;

(b)  the details of any significant acquisition of Collateral;
{c) the details of any claims or litigation affecting the Debtor or the Collateral;
(d)  any loss or damage to the Collateral;

(¢)  any default by any Account Debtor in payment or other performance of
obligations of the Account Debtor comprised in the Collateral; and-

) the return to, or repossession by, the Debtor of Collateral;

kccp the Collateral in gddd order, condition and repair (in the locations specified
in the Location Schedule or such other locations as the Secured Party may

‘approve in writing) and not use the Collateral in violation of the provisions of this -

General Security Agreement or any other agreement relating to the Collateral or
any policy insuring the Collateral or any applicable statute, law, by-law, Tule,
regulation or ordinance;

carry on and conduct the business of thie Debtor in a proper and efficient manner
and so as to protect and preserve the Collateral and to keep, i accordance with
generally accepted accounting principles, consistently applied, proper books of
account for the’ Debtor’s business as well as accurate and complete records
concemning the Collateral and, at the Secured Party’s request, mark any and all
such records and the Collateral so as to indicate the security constituted by this
General Security Agreement;

forthwith pay:

(@)  all obligations to its employees and all obligations to others which relate to

its employees when due, including, without limitation, all taxcs, duties,
levies, government fees, claims and dues related to its employees;
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all taxes, assessments, rates, duties, levies, govemnment fees, claims and
dues lawfully levied, assessed or imposed upon it or the Collateral when
due, unless the Debtor shall in good faith contest its obligations so to pay

- and shall furnish such security as the Secured Party may require; and

all Encumbrances which rank or could in any event rank in priority to or
pari ‘passu with the security constituted by. this General Security
Agreement, other than the Encumbrances, if any, shown 'in ‘the
Encombrance Schedule hereto and those approved in writing by the
Secured Party;

4.1.8 prevent the Collateral, save Inventory sold or leased as penﬁilted hereby, from
being or becoming an Accession to other property not covered by this General
Sccurity Agreement;

4.1.9 insure the Collateral for such periods, in such amounts, on such terms and against
loss or damage by tire and such other risks as the Secured Party shall reasonably
dircct (but in any event in accordance with prudent business practice and for not
less than the full replacement cost thereof) with loss payable to the Secured Party
and the Debtor, as insurcds, as their respective interests may appear, and to pay al
premiums for such insurance:

4.1.10 deliver to the Secured Party from time to time promiptly upon request:

(2)

®)

(©

(d)
(e)

any Documents of Title, Instruments, Securities and Chattel Paper
comprised in or relating to the Collateral; ‘

all books of account and all records, ledgers, reports, correspondence,
schedules, documents,  statements. lists and -other writings-relating (o the
Collateral for the purpose of inspecting, auditing or copying the same;

all financial statements prepared by or for the Debtor regarding -the
Debior’s business;

all policies and certificates of insurance relating to the Collateral; and

such information concemning the Collateral, the Debtor and Debtor’s
business and affairs as the Secured Party may reasonably require:

4.1.11 forthwith pay all costs. charges, expenses and legal fees and disburscments {ona
solicitor and his own client basis) which may be incurred by the Secured Party in:

®
(b)

14843954.2

inspecting the Collateral;

negotiating, preparing, perfecting and registering this General Security
Agreement and other documents, whether or not relating to this General
Sccurity Agreement;
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{c)  investigating title to the Collateral;
(d) taking, recovering, keeping possession of and insuring the Collétera];
()  comnection with any disclosure requirements under.the PPSA; and

(f)  all other actions and proceedings taken in tonnection with the preservation
of the Collateral and the confirmation, perfection and enforéement of this
General Security Agreement and of any other sccunty held by the Secured

- Party as security for the Obligations;

4.1.12 at the Sccured Party’s request af any time and from time to time.create in favour
of the Secured Party, as security for the Obligations, a fixed charge or charges
upon any of the Other Collateral;

4.1.13 at the.Sccured Party’s request at any time and from time to time exccute and
deliver such further and other documents and instruments and do all other acts
and things as the Secured Party reasonably requires in order to give effect ta this
General Security Agreement or. to confirm and perfect, and maintain perfection
of, the security constituted by this General Security Agreement in favour of the
Secured Party;

4.1.14 permit the Secured Party and its representatives, at all reasonable times, access to
all the Debtor’s property, assets and undertakings and to all its books of account
and records for the purpose of i inspection and render all assistance necessary for
such inspection;

4.1.15 comply with the covenants, if any, sct out in the Additional Covenants Schedule;
4.1.16 develop and usc the Premises only in compliance with all Environmental Laws;

- 4,1.17 permit the Secured Party to investigate the Premiscs, any goods on the Premises
and the Debtor’s records at any time and from time to time to verify such
compliance with Environmental Laws and this General Security Agreement;

4.1.18 upon the request of the Secured Party, obtain from time to time at the Debtor’s
cost -a report from an independent consultant designated or approved by the
Secured Party verifying compliance with Environmental Laws and this General
Security Agreement or the extent of any non-compliance therewith;

4.1.19 not store, manufacture, dispose, treat, generate, usc, transport, remcediate or
release Hazardous Materials on or from any of the Premises without notifying the
Sccured Party in writing;

4,1.20 promptly remove any Hazardous Materials from the Premises in a manner which
conforms to Environmental Laws goveming their removal; and,

4.1.21 notify the Secured Party in writing of:
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3.1

(a)  any enforcement, clean-up, removal, litigation or other govemmental,
regulatory, judicial or administrative action instituted, contemplated or
threatened against the Debtor or .the Prem1ses pursuant to any
Environmental Laws;

(b)  all claims, actions, orders or investigations, made or threatened by any
third party against the Debtor or any of the Premises relating to damage,
contribution, cost recovery, compensation, loss or injuries resulting from
any Hazardous Materials or any breach of the Environmental Laws; and

(c)  the discovery of any Hazardous Materials or any occurrence or condition
on any of the Premises or any real property adjoining or in the vicinity of
any of the Premises which could subject the Debtor or any of the Premises
to any fines, penalties, orders or proceedings under any Environmental
Laws;

4.1.22 apply to file applications and complete registrations on any present intellectual

property which is not cuirently protected by an application or registration where:

commercially reasonable, including any and all improvements to intellectual
property and apply ta file registrations on unregistered trade-marks in Canada and
the United States;

4.1 23 apply to file apphcanons and complete registrations of all aﬂcr acguired
intellectual property in all jurisdictions where commercially rcasonable;

4.1.24 keep up-to-date witnessed records regarding intellectual property;

4.1.25 enter into confidentiality agreements with employees and other third parties who
may invent, create, discover, author and/or reduce to practice intellectual property
for the Debtor and who may have access to confidential information of the
Debtor;

4.1.26 ensurc that all after acquired intellectual property obtained from third parties is
properly acquired by way of a written license agreement or assignment;

4.1.27 pravide, upon written request by the Secured Party, a list of all registered and
upregistered trade-marks, patent applications, issued patents, copyright, industrial
designs and other intellectual pmpcrty; and,

4.1.28 mark all products and advertising appropnately to maintain the validity of all
intellectual property rights. ..

Pavments and Proceeds

Before or after dcfault under lhls Gencral Sccunty Agreement the Secured Party may
notify all or any Account Dcbtors of the security constituted by this General Security
Agrcement and may also direct such Account Debtors to make all payments on the

" Collateral to the Secured Party.

10
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6.2

6.3

5 6.4

The Debtor acknowledges that any payments on or other proceeds of the Collateral

reccived by the Debtor from Account Debtors, whether before or after notification of the

security constituted by this General Security Agreement to Account Debtors and whether
before or after default under this General Security Agreement, shall be received and held

wev

forthwith upon request.

Sccured Par’tLAction’s

The Debtor hereby authorizes the Secured Party to:

(@)  file such financing statements and other documents and do such acts,
matters and things (including completing and adding schedules hereto

identifying the Collateral or any penmitted Encumbrances affecting .

collateral or identifying the locations at which the Debtor’s business is
carried on and the Collateral and records relating thereto are situate) as the
Sccured Party may deem appropriate to perfect and continue the security
‘constituted hereby, to protect and preserve the Collateral and to realize
upon the security constituted hereby and the Debtor hereby irrevocably
constitutes and appoirits the Secured Party the true and lawful attorney of
‘the Debtor, with full power of substitution, to do any of the foregoing in
the name of the. Debtor whenever and wherever it may be deemed
necessary or expedient by the Secured Party; and

(b)  make. enquiries from time to time of any governmental authority with
tespect to the Debfor’s compliance with Environmental Laws and the
Debtor agrees that the Debtor will from time to time provide to the
Sccured Party with such written authorization as the Securcd Party may
reasonably require in order to facilitate the obtaining of such information.

The Secured Party may charge for its rcasonable costs.incurred in connection with any
disclosure requirements under the PPSA,

If the Debtor fails to perform any of its Obligations hereunder, the Secured Party may,
but shall not be obliged to, perform any or all of such Obligations without prejudice to
any other rights and remedies of the Secured Party hercunder, and any payments made
and any costs, charges, expenses and legal fees and disbursements (on & solicitor and his
own client basis) incurred in connection therewith shall be payable by the Debtor to the
Secured Party forthwith with interest until paid at the highest rate borne by any of the
Obligations and such amounts shall form part of the Obligations and constitute a charge
upon the Collateral in favour of the Secured Party prior to all claims subsequent to this
General Security Agreement.

The Debtor covenants and agrees that the Secured Party may, but shall be under no
obligation to, at any time or times as the Secured Party decms necessary and without the
concurrerice of the Debtor or any other person make such arrangements for the repairing,
finishing and putting in order of the Premises, including, without limitation, such repairs,

11
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replacements and improvements as are necessary so that the Debtor and the Premises
comply with Environmental Laws, and all reasonable costs, charges and expenses
including an allowance for the time and services of the Sccurcd Party, the Secured
Party’s servants or agents or any other person or persons appointed for the above
purposes including, without limitation, the full amount of all legal fees, disburscments,
costs, charges and expenses incurred by the Secured Party and any amount due hereunder
shall be payable forthwith to the Secured Purty, shall be decemed an’advance to the Debtor
by the Secured Party, shall be deemed to be Obligations, and shall bear interest at the
highest rate per annum from time to time charged by the Secured Party on any of the
other Obligations until paid.

. Default

The Debtor shall be in default under this General Security Agreement, unless otherwise
agreed in writing by the Secured Party, upon the occurrence of any of the following
cveiits:

7.1.1 the Debtor makes default in payment when due of any of the Obligations‘ which
are indebtedness or liabilitics or the Debtor fails to perform or satisfy any other of
the Obligations; or

7.12 the Dcbtor is in breach of any term, condition, proviso, agreement or covenant to
~ the Secured Party, or any representation or warranty given by the Débtor to the
Secured Party is untrue, whether or not any such term, condition, praviso,
agreement or covenant. representation or warranty is contmned in this General
Security Agrecment or

7.13 the Debtor makes an assignment for the benefit of its creditors, is declared

bankrupt, makes a proposal or otherwise takes advantage of provisions for relicf -

under the Bankruptcy and Insolvency Act (Canada); the Companies Creditors'
Arrangement Act (Canada) or similar legislation in any jurisdiction, or makes an
authorized assignment; or

7.1.4 there is instituted by or against the Debtor any formal or informal proceeding for
the dissolution or liquidation of, bcttlement of claims against, or winding-up of
affairs of the Debtor; or

7.1.5 the Debtor ceases or threatens to cease to carry on business or makes or agrees to
make a bulk sale of assets or commits' or threatens to commit an act of
bankruptcy; or

7.1.6 a receiver, receiver and manager or rcceiver-manager of all or any part of the
Collateral or of any other property, asscts or undertakings of the Debtor is
appointed; or

7.1.7 any execution, sequestration, extent or other process of any court becomes
enforceable against the Debtor or a distress or analogous process is levied upon
the Collateral or any part thereof; or

12
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7.2

8.1

7.1.8 an order is made or an cffective resolution is passed for winding-up the Debtor; or

7.1.9 without the prior written consent of the Secured Party, the Debtor creates or
penmts to exist any Encumbrance against any of the Collateral which ranks or
could in any event rank in priority to or pari passu with the security constituted
by.this General Security Agreement; or

7.1.10 the holder of any Encumbrance against any of the Collateral does anythmg to
enforce or realize on such Encumbrance; or

7.1.11 the Debtor enters into any reconstruction, reorganization, amalgamation, merger
or other similar arrangement with any other person; or

7.1.12 the Secured Party in good faith-believes and has commercially reasonable grounds

to believe that the prospect of payment or. performance of any-of the Obligations.

is impaired or that any of the Collateral is or is about to be placed in jeopardy; or

- 7.1.13 any certificate, statement, representation, warranty or audit report herewith,

heretofore or hereafter furnished by or on behalf of the Debtor to the Secured

Party, whether in connection with this General Security Agreement or othenwise,

and whether furnished as an inducement to the Secured Party to extend any credit
- to or'to cnter into this or any other agreement with the Debtor or not:

(a)  proves to have been false in any material respect at the time as of which
the facts therein set forth were stated or certified; or

(b).  proves to have omitted any substantial contingent or unliquidated liability
or tlaim against the Debtor; )

or, upon the date of execution of this General Security Agreement. there shall
have been any material adverse change in any of the facts disclosed by any such
certificate, statement, representation, warranty or audit report, which change was
not disclosed to the Secured Party at or prior to the time of such execution.

For the purposes of Section 203 of the Land 7Title Act (British Columbia), the floating
charge created by this General Security Agreement over land shall become a fixed charge
thereon upon the earliest of:

7.2.1 the occurrence of an event descnbcd in any of clauses 7.1.3, 7.1.4, 7.1.5, 7.1.6,
7.1.7,0r 7.1.8; or

7.2.2 the Secured Party taking any action to enforce and realize on the security
constituted by this General Security Agreement,

Enforcement

The Secured Party may make demand for payment at any time of any or all of the
Obligations which are payable upon demand (whether or not there is any default under

13
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8.2

8.3

8.4

8.5

this General Security Agreement) and, upon any default under this General Security

Agreement, the Secured Party may declare any or all of the Obligations which are not

payable on demand to become immediately due and payable.

Upon default under this General Security Agreement, the security hereby constituted will
immediately become enforceable.

To enforce and realize on the sccurity: constituted by this General Security Agreement,
the Secured Party may take any action permitted by law or in equity, as it may deem
expedient. and in particular, without limiting the generality of the foregoing, the Secured
Party may do any one or more of the following:

.8.3.1 appoint by instrutrient a receiver, receiver and manageér or receiver-manager (the

_person so appointed is herein called the “Receiver”) of the Collateral, with or
without bond as the Secured Party may determine, and from time to time.in its
sole discretion remove such Receiver and appoint another in its stead;

8.3.2 enter upon any of the Premises and take possession of the Collateral with power
to exclude the Debtor, its agents and its servants therefrom, without becoming
liable as a mortgagee in possession,;

8.3.3 preserve, protect and maintain the Collateral and make such replacements thercof
and repairs and additions thereto as the Securéd Party may deem advisable;

8.3.4 scll, lease or otherwise dispose of or ¢oncur in selling, leasmg or otherw1se
disposing of all or any part of the Collateral; whether by public.or private sale or
lease or otherwisc, in such manner, at such price as can be reasonably obtained
therefor and on such terms as to credit and with such conditions of sale and
stipulations as to title or conveyance or evidence of title or otherwise as fo the
Secuted Party may seem reasonable; provided that the Deblor will not be entitled
to be credited with the proceeds-of any such sale, lease or other disposition until
the monies therefor are actually received; and

8.3.5 exercise all of the rights and remedies of a secured party under the PPSA.

"A Receiver appoinled pursuant to this General Security Agreement shall be the agent of

the Debtor and not of the Secured Party and, to the extent permitted by law or to such
lesser extent permitted by its appointment, shall have all the powers of the Sccured Party
hercunder, and in addition shall have power to carry on the business of the Debtor and for
such purpose from time to time to borrow money cither sccured or unsecured, and if
secured by a security on any of the Collateral, any such security may rank in priority to or
pari passu with or behind the security constituted by this General Security Agreement,
and if it does not so specify such security shall rank in priority to the security constituted
by this General Sccurity Agreement.

Subject to applicable law and the claims, if any, of the creditors of the Debtor ranking in
priority to the security constituted by t’ms General Security- Agreement, all amounts
realized from the disposition of the Collateral pursuant to this General Security

14
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9.1

10.
10.1

11.
11.1

Agreement will he applied as the Sccured Party, in its sole discretion, may direct as
follows:

Firstly: " - in or toward payment of all costs, charges and expenses (including
' legal fees and disbursements on a solicitor and his own client basis)
incurred by the Secured Party in connection with or incidental to:
(a) the exercise by the Secured Party of all or any of the powers
granted to it pursuant to this Genetal Security Agreement; and
(b) the appointment of the Receiver and the exercise by the

Receiver of all or any of the powers granted to the Receiver-

pursuant to this General Sccurity Agreement, including the
Receiver’s reasonable remuneration and all outgoings properly

payablc by the Receiver;
Secondly: “in or toward payment to the Secured Party of all principal and other
monies (except interest) due in respect of the Obligations;
Thirdly: - in or toward payment to the Secured Party of all interest remaining
unpaid in respect of the Obligations; and
Fourthly: any surplus will be paid to the Debtor.

Deliciency

If the amounts realized from the disposition of the Collateral are not sufficient to pay the
Obligations in full to the Secured Party, thc Debtor will unmedlately pay to the Secured
Party the amount of such deficiency. ‘

Rights Cumulative

All rights and remedies of the Secured Party set out in this General Security Agreement -
are cumulative and no right or remedy contained herein is intended to be exclusive but:

each will be in addition to every other right or remedy contained herein or in any exlstmg
or future general security agreement or now or hereafter existing at law or in equity or
pursuant to any other agreement between tlie Debtor and the Secured Party that may be in
effect from time to time.

Appointment of Attormey

The Debtor hercby imrevocably appoints the Secured Party or the Receiver, as the case
may be, with full power of substitution, to be the attorney of the Debtor for and in the
name of the Deblor to sign, endorse or execute under seal or otherwise any decds,
documents, transfers, cheques, instruments, demands, assignments, assurances or
consents that the Debtor is obliged to sign, endorse or execute and generally to use the
name of the Debtor and to do all things as may be necessary or incidental to the exercise
of all or any of the powers conferred on the Secured Party or the Receiver, as the case
may be. pursuant to this General Security Agreement,

15
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12,
12.1

122

~12.3

124

12.5

12.6

Liability of Secﬁrcd Party

The Sccured Party shall not be responsible or liable for any debts contracted by it, for
damages to persons. or property or for salaries or non-fulfilment of contracts during any
period when the Secured Party shall manage the Collateral upon entry of the business of
the Debtor, as herem provided, nor shall the Secured Party be liable to account as
mort;,agec in posscssmn or for anythmg except actual receipts or be liable for any loss or
realization or for any default or omission for which a morigagee in possession may be
liable.

The Secured Party shall not be bound to do, observe or perform or to see to the
observance or performance by the Debtor of any obligations or covenants imposed upon
the Dcbtor nor shall the Secured Party, in the case of Securities, Instruments or Chattel
Paper, be obliged to reserve rights against other persons, nor shall the Secured Party be.
obliged to keep any of the Collateral identifiable,

The Secured Party shall not be obliged to inquire into the right of any person purporting
to be entitled under the PPSA to information and materials from the Secured Party by
making a demand upon the Secured Party for such information and materials and the
Secured Party shall be entitled to comply with such demand and shall not be liable for
having complied with such demand notwnhstandmg that such person may in fact not be
entitled to make such demand,

The Debtor will indemnify the Secured Party and hold the Secured Party harmless from
and against any and all clafms, costs, l0sses, detands, actions, caused of action, lawsuits,
damages, penalties, judgments and liabilities of whatsoever nature and kind in connection
with or arising out-of any representation or warranty given by the Debtor, being untrue,

the breach of any term, condition. proviso, agreement or covenant to the Secured Party,

or the exercise of any of the rights and or remedies of the Secured Party, or any
transaction contemplated in this General Security Agreement.

The Debtor hereby waives any applicable provision of law permitted to be waived by it
which imposes higher or greater obligations upon the Sccured Party than provided in this
General Sccurity Agreement.

The Debtor shall indemnify, reimburse and save hanmless the Secured Party, any
teceiver, its directors, officers, employees, agents, and successors and assigns, from any
and all liabilities, actions, damages, claims, losscs, costs and expenses whatsocver
(including without limitation, the full amount of all legal fees, costs, charges and
expenses and the cost of removal, treatment. storage and disposal of any Hazardous
Materials and remediation of the Premises) which may be paid, incurred or asserted
against the Secured Party for, with respect to or as a direct or indircct result of the
presence on or under, or the escape, seepage, leakage, spillage, discharge, emission or
release from the Premises or into or upon any other land, the atmosphere or any
watercourse, body of water or wetland of any Hazardous Materials.
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12,7

12.8

13.
13.1

13.2

14,
141

Any amount owing by the Debtor hercunder shall, from the date of disbursement until the
date the Secured Party receives reimbursement, be deemed advanced to the Debtor by the
Secured Party, shall be deemed to be Obligations and shall bear interest at the highest rate
per annum from time to time charged by the Secured Party on any of the other
Qbligations until paid.

" The Debtor agrees that the indemnity obligations hereunder shall survive. the release of

the security of this General Security Agrecment and the payment and satisfaction of the
indebtedness and liabilities hereby secured,

Appropriation of Payments and Offset

Subject to any applicable ptovisions of the PPSA, any and all payments made in respect
of the Obligations from time to time and monies realized from any security held therefor
(including manies collected in accordance with or realized on any enforcement of this
General Security Agreement) may be applied to such part or parts of the Obligations as
the Secured Party may sce fit, and the Secured Party may at all times and from time to
time change any appropriation as the Secured Party may see fit or, at the option of the
Secured Party, such payments and monies may be held unappropriated in a collateral
account or released to the Debtor, all without prejudice to the liability of the Debtor or to
the rights of the Sccured Party hereunder.

Without limiting any other right of the Sccured Party, whenever any of the Obligations is

. immediately due and payable or the Securcd -Party has the right to declare any of the

Obligations to be immediately due and payable (whether or not it has so declared), the
Secured Party may, in its solc discretion, set off against any of the Obligations any and all
monies then owed to the Debtor by the Securcd Party in any capacity, whether ot not due

and 1o do so even though any charge therefor is made or entered on the Secured Party’s-
" records subsequent thereto, and the Secured Party shall be deemed to have exercised such

right to set off immediately at the time of making its decision.

Liability to Advance, Etc,

Except to the extent that the Secured Party:
14.1.1 by accepting bills of exchange drawn on it by the Debtor; or

14,1.2 by issuing letters of credit or letters of guarantee on the application of the Debtor;
is required to advance monies on the matuiity of sich bills or pursuant to such
letters of credit or letters of guarantce, as the case may be, nonc of the
preparation, cxecution, perfection and rcgistration of this General Sccurity
Agreement or the advance of any monies shall bind the Secured Party to make
any advance or loan or further advance or loan, or rencw any note or extend any
time for payment of any indebtedness or liability of the Debtor to the Secured
Party or extend any term for performance or satisfaction of any obligation of the
Debtor to the Secured Party. ' '
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14.2

15.
15.1

16,
16.1

17.

17.1

18.
18.1

Nothing herein contained shall in any way oblige the Secured Party to grant, continue,
renew, extend time for payment. of or accept anything which constitutes or “would
constitute Obligations or any of them. .

Waiver

No delay or omission by the Secured Party in exercising any right or remedy liereunder
or with respect to any of the Obligations shall operate as a waiver thercof or of any other
right or remedy, and no single or partial exercise thereof shall preclude any other or
further exercisc thercof or the exercise of any other right or remedy.

The Secured Party may from time to time and at any time waive in wholg or in part any
right, benefit or default under any clause of this General Security Agreement but any
such waiver of any right, benefit or default.on any occasion shall be deemed not to be a
waiver of any such right. benefit or default thereafter, or of any other right, benefit or
default, as the case'may be.

Extensions

The Secured Party may grant extensions of time and other indulgencgs, take and give up

security, accept compositions, compound, compromise, settle, grant releases and
discharges, refrain from perfecting or maintaining perfection of sccurity, and otherwise
» deal with the Debtor, Account Debtors of the Debtor, sureties-and others and with ‘the
+ Collateral and other security as the Sccured Party may see fit without prejudice to the

liability of the Debtor or the Secured Party’s right to hold and realize on the security
constituted by this General Security Agreement.

Assignment

The Secured Party may, without further notice to the Debtor, at any lime mortgage,
charge, assign, transfer or grant a security interest in this General Sccurity Agreement
and the secutity constituted hereby. . '

The Debtor expressly agrees that the assignee, transferee or secured party of the Secured

Party, as the case may be, shall have all of the Secured Party’s rights and remedies under
this General Sccurity Agreement end the Debtor will not assert any defence,
counterclaim, right of set-off or otherwise any claim which it now has or hereafter
acquires against the Secured Party in any action commenced by such assignee, transferee
or secured party, as the case may be, and will pay the Obligations to the assignee,
transferee or secured party, as the case may be, as the Obligations become due.

Satisfaction and Discharge

Any partial payment or satisfaction of the Obligations, or any ceasing by the Debtor to be
indebted to the Secured Party, shall be deemed not to be redemption or discharge of the
security constituted by this General Security Agreement.
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18.2

19.

19.1

19.2

" 193

20,
20.1

21.
21.1

14842954.2

The Debtor shall be entitled to a release and discharge of the security constituted by this
General Security Agreement upon full payment, performance and satisfaction of all
Obligations, or the securing of the Obligations to the satisfaction of the Secured Party,
and upon written request by the Debtor and payment to the Secured Party of all costs,
charges, expenses and legal feces and disbursements (on a solicitor and his awn client
basis) incurred by the Secured Party in connection with the Obligations and such release
and discharge.

No Merger

This General Security Agreement shall nat operate so as to create any merger or
discharge of any of the Obligations, or any assignment, transfer, guarantee, lien, contract,

" promissory note, bill of exchange or security in any form held or which may hereafter be

held by the Secured-Party from the Debtor or-from any other person whomsoever.

The taking of a judgment with respect to any of the Obligations will not operate as a
merger of any of the terms, conditions, covenants, agreements or provisos contained in
this General Securily Agreement.

The reledse and discharge of the security constituted by this General Security Agreement

a

by the Secured Party shall not operate as a rclease or discharge of any right of the
Sccured Party to be indemnified and held harmless by the Debtor pursuant to clause 12.4

-~ hereof or of any other right of the Secured Party against the Debtor arising under this

General Security Agreement prior to such rclease and discharge.

-Interpretation

I this General Security Agreement:

20.1.1 -the invalidity or unenforceability of the whole or any part of any clause shall not
affect the validity. or enforceability of any other clause or the remainder of such
clause;

20.1.2 the headings have been inserted for reference only and shall not define, limit, alter

or cnlarge the meaning of any provision of this General Security Agreement; and

20.1.3 when the context so requires, the singular shall be read as if the plural were
expressed and the provisions hereof shall be read with all grammatical changes
necessary dependent upon the person referred to being a male, female, fim or
corporation.

Paramountey

In the event that the terms or provisions of this General Security Agreement conflict or
are inconsistent with the terms and provisions of the loan agreement dated March 2, 2013
made between SHS Services Management Inc., as borrower, and the Secured Party, as
lender, as may be amended, restated, supplemented, extended, renewed, replaced or
otherwise modified from time to time in accordance with the provisions thereof (the
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22,

22,1

22.2

23,
231

25.

25.1

“L.oan Agreement”), the terms and provisions of the Loan Agreement shall prevail to the
cxtent necessary to resolve such conflict or inconsistency.

Notice

Whenever ¢ither the Secured Party or the Debtor is required or entitled to notify or direct
the other or to make a demand upon or request of the other relating to the Collateral, this
General Security Agreement or the PPSA, such notice, direction; demand or request shall
be sufficiently given-if given in writing and delivered (o the party for whom it is intended
at the address of such party herein or as changed pursuant herelo or if sent by prepaid
registered mail addressed to the party for whom it is intended at the address of such party
herein set forth or as changed pursuant hereto.

Either the Securcd Party or the Debtor may notify the other in accordance herewith of

any change in its principal address to be used for the purposes hereof,
Variation

Save for any schedules which may be added hereto pursuant to the provisions hereof, no
modification, variation or amendment of any provision of this General Security
Agreement shall be made except by written agreement, executed by the parties hereto and
no waiver of any provision hereof shall be effective unless in writing.

Enurement

This General Security Agreement shall enure to the benefit of the Secured Party and its .

successors and assigns and shall be binding upon the respective heirs, executors, personal
representatives, successors and permitted assigns of the Debtor,

Copy of Agreement and Financing Statement

The Debtor hereby:
25.1.1 acknowledges receiving a copy of this General Sccurity Agreement; and

25.1.2 waives all rights to receive from the Secured Party a copy of any financing
statement, financing change statement or verification statement filed at any time
or from'time to time in respect of this General Security Agreement.

Governing Law

This General Sccurity Agreement shall be governed by and construed in accordance with
the laws of the Province, except to the extent that matters of title, creation, perfection or
priority of the security interests granted hereby or procedural issues of foreclosure are
required to be governed by the laws of a province in which the Collateral or any part
thereof is located.
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26.2.

27,

27.1

28'
28.1

For the purposc of legal proceedings this General Security Agreement shall be deemed to
have been made in the Province and to be performed there and the courts of the Province
shall have jurisdiction over all disputes which may arise under this General Security
Agreement and the Debtor hereby irrevocably and unconditionally submits to the non-
exclusive jurisdiction of such courts, provided always that nothing herein contained shall
prevent the Securcd Party from proceeding at its election against the Debtor in the courts
of any other province, country or jurisdiction. '

Non-Application of Saskatchewan Laws
The Debtor covenants and agrees with the Secured Party that:

27.1.1 the Land Contracts (Actions) Act (Saskatchewan) shall no have no application to
any action as in such Act defined, with respect to any security interests given by
the Debtor under this Agreement; and

27.1.2 the Limitation of Civil Rights Act (Saskatchcwan) shall have no application to:
(a)  this Agreement,

(b)  any indenture, instrament or agreement entered into by the Debtor at any
time hercatfter, supplemental or ancillary to or in implementation of this
Agreement and involving the payment by the Debtor -of money, or the
liability of the Debtor to payment,

(c) any sccurity interests for the paymcntkof money made, given or created by
this Agreement or by any indenture, instrument or agreement referred to or
mentioned in clause (b) above,

(d)  any instrument or agreement entered into by the Debtor at any time
hereafter renewing or extending or collateral to this Agreement, renewing
or extending or collateral to any indenture, instrument or agreement
referred to or mentioned in clause (b) above, or renewing or extending or
collateral to any mortgage, charge or other security referred to or
mentioned in clause (c) above, or

(e)  the rights, powers or remedies of the Secured Party under this Agreement
or any security interests, indenture, instrument or agreement referred to or
mentioned in this Section 27.1.2.

Composite Mortgnge

This General Security Agrecment is a composite sccurity agreement covering the
Collateral of the Debtor located in various provinces and territories of Canada and in each
other jurisdiction in which the Debtor has assets and, as to portions of the Collateral
located in such other jurisdictions, this Gencral Security Agreement shall be a security
agreement. enforceable against the Debtor without regard to the application of this
General Security Agreement to portions of the Collateral located in other jurisdictions.

L. 21
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All provisions hereof shall be applicable separately to the portions of the Collateral
located in each separate jurisdiction’ with the samé effect as’if a separate security
agreement with respect thereto had been executed and dclivered by the Debtor to the
Secured Party. Upon the reasonable request of the Secured Party, the Debtor shall
prepare, execute, deliver and register, at its expense, a separate securily agrcement
covering the portion of the Collateral lacated in any such jurisdiction or jurisdictions,
such separate security agrcement to be substantially in the form hereof except for such
modifications as shall be required by the fact that such security agreement relates only to
the Collateral located in such jurisdiction or jurisdictions or as may be required by the
Secured Party in connection herewith.

22
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In Witness Whercof the Debtor has executed this General Security Agreement as of the

day and year first above written,

FOR BRITISH COLUMBIA

Officer Signature(s)

(For Corporation)

Exccufion Date-

Officer Signature

-Name

Address

(For Individual)

Officer Signature

Name

Address

Y

M

D

(Corporution Name) by its authorized signatories

Signature

Nanme

Title

Signature

Name

Title

Debtor Signature

Name

Officer Certification: Your signature constitutes a representation that you are a solicitor, natary public or ather person authorized
by the Evidence Act, R.S.B.C, 1996, ¢, 124, to take uffidavits for use in British Columbia and certifics the matters set out in Part

5 of the Land Title Act as they pertain to the exceution of this insfrument.
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:
FOR ALL JURISDICTIONS OTHOER THAN BRITISH COLUMBIA ,
(For Corporation) ‘ i ’
SHS SERVICES LIMITED PARTNERSHIP, by ] i
its  general partner, SHS  SERVICES
MANAGEMENT INC. ' L
\ Name of Corporation -
Per: )
e b
Signature } i
.\¥\,€ e e s }
Nan £
KD.\VQC)CQ( . | L
Title _ Crs .
Per: ' {
por
Signature I f'
]
Name 2
Title : .
i~
:
FOR INDIVIDUAL DEBTOR SIGNATURE {
i ¥
Per:
!
Signature of Witness Signature of Debtor i
. )
Name Namie :
Address
Occupation ;
y

24
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Encumbrance Schedule

Those Encumbrances which are “Permitted Encumbrances” as such term is defined in the Loan
Agreement, In the event that the Loan Agreement is terminated for any reason and this General
Security Agreement remains outstanding, the term “Permitted Encumbrance” and the other terms
of the Loan Agreement that are incorporated herein by reference shall be deemed to be to the
terms defined in the Loan Agreement in effect immediately prior to such termination.

25
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Location Schedule

Address(es) for Location of the Collateral

26
14833954,
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Additional Covenants Schedule

Additional Covenants of the Debtor further to Clause 4.1.15:

Each of the covenants contained in the guarantee datcd March 2, 2013 made by the Debtor in
favour of the Secured Party, as the same may be amended, restated, supplemented, extended,
renewed, replaced or otherwise modified from time to time in accordance with the provisions
thereof.

27
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SEARS CANADA INC.

HYPOTHEC ON MOVEABLE PROPERTY
(for use in Quebec only)

Hypothec

For good and valuable considerntion, SHS SERVICES LIMITED PARTNERSHIP (the “Grantor”) hereby grants to
SEARS CANADA INC. (“Creditor™) a hypothec on and a sccurity interest in the following property
(“hypothecated property”), for the sum of SEVENTEEN MILLION DOLLARS (Cdn.$17,000,000), with intercst at
the rate of 25% per annum from the date hercof:

ESCRI| F ;

The universality of the Grantor's moveable property, corporeal or incorporeal present and future wherever
situated, including and without restricting the gerierality of the foregoing: all of the Grantor’s debts, book
accounts, receivables, securitics, security entitlements and-other financial assets, claims and rights of action,
present and future, regardless of where the. debfors of ‘theses debts, claims and rights are located: alt of the
Grantor's inventory, present and future wherever situated; a!l trademarks, patents, licenses, copyrights as well as
any intellectual.right of the Grantor or of which the Grantor benefits; all manies which stand to the credit of the
Gratitor in any accounts at the Creditor; the principal sum, interest, and all other manies owing and payable or
hereafter owing and payable. to the Grantor pursuant to the terms of any and'all deposit instruments issued by the
Creditor in the name of the Grantor, and the entire title and interest of the Grantor in and fo any deposit
instruments issued by the Creditor, including all renewals and replacements thereof,

. The following property constitutes “hypothecated property” and, to the extent that it is not already specifically

included in the property described in paragraph 1 or in section “A” of the attached schedule, is also charged by the
hypothec and security interest constituted hereunders

a) the proceeds of any sale, lease or other disposition of the property described in paragraph I or in section “A” of
the attached schedule, any debt resulting from such sale, lease or other disposition, as well as any property
acquired to replace the hypothecated property, the -Grantor not being hereby permitted to dispos2 of the
hypothecated property in violation of the provisions hereof:

b) any insumnce or expropriation indemnity payable in.respect of the hypothecated property;

c) anyrights attached to the hypothecated property, as well as the fruits and revennes produced thereby;

d) where the hypothecated property includes securities, shares and other financial assets, all securities, shares and
other financial assets jssued in replacement of these securitics, shares and other financial assets;

¢) all deeds, documents, registers, invoices and books of account evidencing the hypothecared property or relating
thereto, .

Obligations Secured

This hypothec and securily interest are grented fo secure the payment of all indebtedness and the fulfiliment of all
other obligations of the Grantor to the Creditor arising from:

a. this deed; and

Page ! of §
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3
THE GRANTOR DECLARES HAVING READ THIS DOCUMENT AND HAVING RECEIVED ADEQUATE i
EXPLANATIONS OF THE NATURE AND SCOPE OF THE GRANTOR'S OBLIGATIONS HEREUNDER. ]
P
Signed at this day of _March , 2013 i
SHS SERVICES LIMITED PAR’I’NERS'HIP, by
Grantor: ity gemeral partner SHS  SERVICES
MANAGEMENT INC. .
(o7
, Y2 ( per: Pl
\@esg ~J -
' per: ;
Witness i
Address of the Grantor 3
(for notice and correspondence purposes) ‘ l
245, 1209 59" Avenue 8.E., Calgary, Alherta T2H.2P6 .

Page7 of 8
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Schedule to the Hypothec on Movable Property ¢xecuted this March 2013

between SEARS CANADA INC, and the undersigned Grantor.

A. Additional description of the hypothecated property:

As described above.

B. Real rights, hypothecs or security intérests encumbering the hypothecated property:

As deseribed above.

C. Description of the hypathecated property not situated in the Provinee of Quebec:

All property as described above as may be located outside of Quebec from time to time,

D. Description of the hypothecated property intended to be used in more than one province ar country:

As described above. : !

E. Address of the Grantor’s head or repistered office (or domicile, if the Grantor is an individual):

245, 1209 59" Avenue S.B., Calgary, Alberta T2H 2P6

This schedule forms an integral part of the above-mentioned agreement.

SHS SERVICES LIMITED PARTNERSHIP, by its
Granlor:  general partner snshsmwl Ezs MANAGEMENT
INC. 1 _

i

N
i

per:

Witness

LDB: 3268129 _1.docx
Page8 of 8
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SEARS CANADA INC.

HYPOTHEC ON MOVEABLE PROPERTY
(for use in Quebec only)

|

Hypothec

For good and valusble consideration, SHS SERVICES MANAGEMENT INC, (the “Grautor”™) hereby prants to
SEARS CANADA INC. (“Crediter™) a hypothec on and a securily interest in the following property
(“hypothecated property"), for the sum of SEVENTEEN MILLION DOLLARS (Cdn.$17,000,000), with interest at
the rate of 25% per annum from the date hereof: :

DESCRIPTION OF HYPOTHECATED PROPERTY

Thie universality of the Grantor's moveable property, corporeal or incorporeal present and future .wherever
situated, including and without restricting the generality of the foregoing: all of the Grantor's debts, book
accounts, receivables, securities, security entitlemerits and other financial assets, claims and rights of action,
present and future, regardless of where the debtors of theses debts, claims and fights are located; all -of the
Grantor’s inventory, present and future whetever situated; all trademarks, patents, licenses; copyrights as well as
any intellectual right of the Grantor or of which the Grantor benefits; all raonies which stand to the credit of the
Grantor in any accounts at the Creditor; the principal sum, interest, and all other monics owing and payable or
hereafier owing and payable to the Grantor pursuant to the terms of any and all deposit instruments issued by the
Creditor fir the name of thé Grantor, and the entire title and interest of the Grantor in end to any deposit
instruments issued by the Creditor, including all reriewals and replacements thereof.

The following property constitutes *hypothecated property” and, to the extent that it is not already specifically

included in the property described in paragraph.1 or in section “A™ of the attached schedule, is also charged by the -
_ hypothec and security interest constituted hereunder:

a) the proceeds of any sale, lease or other disposition of the property described in paragraph 1 or in section “A” of
the attached schedule, any debt resuling from such sale, lease or other disposition, as well as any property
acquired to replace the hypothecated property, the Grantor not being hereby permitted to dispose of the
hypothecated property in violation of the provisions hereof; '

b) any insurance or expropriation indemnity payable in respect of the hypothecated property;

¢) any rights attached to the hypotheeated property, as well as the fruits and revenues produced thereby;

d) where the hypothecated property includes securities; shares and other financial assets, all sceurities, shares and
other fingncial assets issued i replacement of these securities, shares and other financial assets;

e) “all deeds, documents, registers, invoices and books of account evidencing the hypothecated property or relating
thereto,
Obligations Secured

This hypothec and security interest are granted to secure the payment of all indebtedness and the fal fillment of all
other obligations of the Grantor to the Creditor arising from:

a.  this deed;

Page 1 of8
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THE GRANTOR DECLARES HAVING READ THIS DOCUMENT AND HAVING RECEIVED ADEQUATE :
EXPLANATIONS OF THE NATURE AND SCOPE OF THE GRANTOR'S OBLIGATIONS HEREUNDER.
;
}

Signed at this dayof March , 2013
Grantor: SHS SERVICES MANAQEMENT INC.
E LY a n
% ﬂ per - . ;!
_w_itﬁcssi </ : '
per: i
Witness §
, 3
I,
!.
N
Address of the Grantor

{for notice and correspondence purposes)

245, 1209 59" Avenue S.E., Calgary, Alberta T2H 2P6

L e S
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Schedule to the Hypothee on Movable Property executed this March _ ,2013
‘between SEARS CANADA INC. and the undersigned Grantor.

A. Additional description of the hypothecated property:

As described above.

B. Real rights, hypothecs or security interests encumbering the hypothecated property:

As described above,

C. Description of the' hﬁothccatcd property not situated in the Province of Quebec:

All property as described above as may be located outside of Quebec from time to time.

D. Description of the hypothecated property intended to be used in more than one province or country:

As described above.

E. Address of the Grantor’s head or registered office (or domicile, if the Grantor is an individual):

245, 1209 56" Avenue S.E., Calgary, Alberta T2H 2P6

This schedule forms an integral part of the above-mentioned agreement.

Grantor: SIS SER@CES MA],LA SEMENT INC.

=,

per: \ ‘

\Qtless

per:

Witness
LOB:I248837v2

' Page8of §
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EXHIBIT F .

This is the Exhibit marked “F” referred to
in the Affidavit of Micheal Clements, Y
sworn before me thjs”]2 4 pcember, 2013, . |

B
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POSTPONEMENT AGREEMENT
THIS POSTPONEMENT AGREEMENT is dated as of the 25" day of February, 2013
AMONG:

SEARS CANADA INC.,, a corporation incorporzited under the laws of Canada,
having its head office in the City of Toronto, Province of Ontario ("SEARS")

-wand ~
ALARIS INCOME GROWTH FUND PARTNERSHIP a general partnership
established pursuant to the laws of the Province of Alberta and having an office
at 232, 2031 —33" Avenue SW, Calgary, Alberta T2T 125 ("Alaris")

-and -

.SHS SERVICES MANAGEMENT INC. (the "Debtor")
- and-

SHS SERVICES LIMITED PARTNERSHIP (the “SHS LP")

-and-,

INSTALLATION SERVICES ORG. LTD. ("ISO")

WHEREAS the Debtor carrics on the business of providing full service residential & commercial
installation services of flooring, window coverings, home décor, roofing, HVAC, and other programs as
determined by SHS throughout Canada (the "Business"); .

AND WHEREAS the Debtor and Alaris have entered into a limited partnership agreement (the
"Limited Partnership Agreement”) dated as of February 25, 2013 to form the SHS LpP;

AND WHEREAS pursuant to the terms of the Limited Partnership Agreement, it is intended that
the Debtor will transfer beneficial title to all of its assets required to carry on the Business, to the SHS LP
in exchange for the issuance voting common units of the SHS LP (the "Asset Contribution"), and Alaris
will contribute the sum of $15 million in cash to the SHS LP in exchange for the issuance of non-voting
preferred units of the SHS LP (the "Alaris Contribution");

AND WHEREAS ISO, an affiliated entity of the Debtor, has provided an unsccured guarantee
(the "Guarautee™) fo Alaris for payments required to be made by the SHS LP to Alaris, pursuant to a
Guarantee Agreement dated as of February 25, 2013;

333
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2.

AND WHEREAS the Debtor and Scars are now parties to and may in the future become partics
to certain Joan and security documentation, security agreements hypothecs and mortgages (collectively
referred to as the "Sears Sceurity') pursuant to which the Debtor has, inter alia,

i) granted or will in the fulure grant security interests, hypothecs or mortgages to Sears in
all of the Debtor's present and after-acquired personat property and undertaking;

(i) caused its affiliates, the SHS LP and ISO (collectively, the “Guarantors™), to guarentee
the obligations of the Debtor to Sears under such loan and security documents; and

(i)  caused the SHS LP to grant sccurity interests, hypothees or mortgages to Sears in all of
the SHS LP’s present and after-acquired personel property and undertaking;

(such personal property and undertaking are collectively referred to as the "Sears Collateral®), in each
case to secure all obligations owing from time to time by the Debtor to Sears (collectively, the "Sears
Obligations");

AND WHEREAS pursuant to the Sears Security all other debts and liabilities of the Debtor are
to be postponed and subordinated to the Sears Obligations;

. AND WHEREAS Alaris has agreed to postpone and subordinate to the Scars Obligations any
and all dcbts, liabilities and obligations that the Debtor may owe to Alaris;

NOW THEREFORE in consideration of the mutual covenants herein contained, the receipt and l

adequacy of which consideration is hereby acknowledged by each of the partics hereto, the parties hereby
agree as follows:

i Sears hercby consents to the formation of the SHS LP, the Asset Contribution, the Alaris.

Contribution, and the Guarantes;

2. Subject to the terms of this agrcement, the Debtor, Alaris and Scars each acknowledge and agree
that any and all obligations of the SHS LP or ISO to Alaris, as and when each becomes due and
payable, including specifically any regularly scheduled distributions, payments, repayments,
prepayments payable by the SHS LP to Alaris pursuant to the Limited Partnership Agreement
(the "Distributions"), shall be and are hereby wholly postponed and subordinated fo the Sears
Obligations and each and every security interest or charge granted by the Debtor and the
Guarantors, as applicable, to Sears. In addition, except as expressly permitted herein, Alaris shall
not accept the payment of any distributions, payments, repayments, prepayments, including the
Distributions, prior to the payment in full of the Sears Obligations.

3. Alaris hereby consents to the Debtor giving the security to Sears comprised in the Sears Security
to which the Debtor or SHS LP is a party, and to the Guarantors guarantecing the Sears
Obligations and giving the other Sears Security to Sears.

4. The subordinations and postponements herein shall 'apply in all cvents and circumstances
regardless of:

(a) the date of execution, attachment, registration or perfection of
the Sears Security or any security interest held by Sears; or

{b) the date of any advance, advances or contribution made to the
. Debtor by Sears or Alaris or the date upon which any obligations
to Sears may otherwisc arise; or

T oty
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(3] the date of default by the Debtor under any of the Sears Security
or the dates of crystallization of any floating charges held by
Sears; or

(d) any priority granted by any principle of law or any statute,
including the Personal Property Security Act (Ontario), or the

equivalent legislation in any Province in Canada where any of

the Debtor's or Guarantors assets are located; or

(e) any other factor of legal relevance affecting the-priorities and
ranking of payments contemplated hereby.

Any proceeds including, withont limitation, any insurance proceeds received by the Debtor, the
Guarantors, Sears or Alaris, in respect of the Sears Collateral shall be dealt with according to the
preceding provisions hereof as though such proceeds were pald or payable as proceeds of
realization of the collateral for which they compensate.

Until such time as the Debtor or Sears issues and delivers written notice (the "Notice") to Alaris
and the Debtor (if applicable) that the Debtor or any Guarantor is in default of any covenant or
agreement (financial or otherwise) contained in the Sears Security or that payment of the
Distributions to Alaris would cause a default by the Debtor or any Guarantor in any covenant or
agreement (financial or otherwise) contained in the Séars Security, the SHS LP may pay to Alaris
and Alaris may receive regularly schedulcd payments of the Distributions from the SHS LP at the
times and to extent provided for in the Limited Partnership Agreement as of the date hereof.

“Sears agrees that where it provides any written notice to the Debtor of any default of any

covenant or agrecment (financial or otherwise) contained in the Sears Security, it shall (prior to
enforcing any rights or remcdics against the Debtor or the Guarantors) provide Aldris with written
notice of any such default together with reasonable particulars thereof and, to the extent such
default is capable of being remedied, shall provide Alaris with the same time period (the "Cure
Period™) as is provided to the Debtor to remedy such default. To the extent such default is
capable of being remedied, Alaris sball have the right to remedy such default during the Cure
Period. If such default is not capable of being remedied by Alaris or is not remedied by Alaris by
the end of the Cure Period, Sears shall be entitled to cxercise any such rights or remedics against
the Debtor or any Guarantor as it may have as a result of such default under the Sears Security
and the Sears Obligations without requiring further notice to Alaris.

Upon receipt by Alaris of the Notice, and until the carlier of (i) such time as the default that was
the subject of the Notice (and any other default which has been the subject of a Notice) has been
remedied by Alaris or the Debtor to the satisfaction of Sears or waived by Sears and (ii) suck time
as the irrevocable and unconditional repayment in full of the Sears Obligations has occurred,
none of the SHS LP, ISO or the Debtor shall pay to Alaris and Alaris shall not receive from the
SHS LP, ISO or the Debtor any distribution, payments, prepayments or prepayments (including
any Distributions) without the prior written consent of Sears. Any distribution, payments,
prepayments or prepayments (including eny Distributions) received by Alaris in contravention of
this agreement shall be deemed to be received in trust for Sears, and SHS LP, ISO, the Debtor or
Alaris, as the case may be, shall pay such amounts to Sears forthwith upon receipt and without
demand for such monies.

None of Alaris, SHS or ISO shall at any time, directly or indirectly, dispute, challenge or contest

the validity, enforceability or priority of the Sears Security.
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12,

4

All parties to this Agreement acknowledge and agrec to such exchanges of information in respect
of the Debtor and the Guarantors between Alaris and Sears as may be agreed upon from time to
time between Sears and Alaris. , ,

All notices, requests, demands and other communications hercunder shall be in writing and shall
be furnished to the parties at the addresses listed below. Notices shall be deemed to have been
duly given if delivered personally, by telex or facsimile transmission, or mailed by registered
mail, prepaid, return receipt requested. Any such notice shall be deemed to be received when
delivered personally, receipted or transmitted by telex or facsimile transmission on a business day
unless such transmission is reccived after 5:00 pam., Toronto time, in which case it shall be
deemed to have been received the following business day, as the case may be:

(a) if to Sears:

Sears Canada Inc.
290 Yonge Street, suite 700
Toronto, Ontario M5B 2C3

Atftention: Vice-President, Specialty Services
Fecsimile number: (416) 941-4855

With a Copy to:

Sears Canada Inc.

290 Yonge Street, suite 700
Toronto, Ontario MSB 2C3

Attention: General Counsel
Facsimile number: (416) 941-2321

(b) if to Alaris to:

. 232, 2031 — 33" Avenue SW
Calgary, AB T2T 1Z5

Attention: . Darren Driscoll, Chief Financial Officer
Telephone No.: (403) 221-7303
Telecopier No.: (403) 228-0906

(c) if to the Debtor, the SHS LP or 1SO:

245, 1209 59" Avenue SE
Calgary, Alberta T2H 2P6

Attention; Paul Verhoeff, Director
Telephone No.: (587) 315-1026
Telccopier No.: (403) 255-2839

This agreement is for the benefit of the parties hereto only and may not be relied upon by any
third party for any reason whatsoever,
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14.

15,

16.

17,

18,

8§

This agreement shall be governed in accordance with the laws of the Province of Ontario and the
federal Jaws of Canada applicable therein.

This agreement sets forth the entire agreement of the parties hereto with respect to the subject

-matter hercof and there arc mo agresments, contracts, promises, representations, warrantics,

conditions, statements, arrangements or understandings between the partics hercto or their
representatives, cither express or implied, by operation of law or otherwise, except as set forth
herein. No waiver, modification or amendment of any provision, term or condition hereof shall
be valid unless in writing and signed by the party to be charged therewith, and any such waiver,
modification or amendment shall be valid only to the extent therein set forth. Notwithstanding the
foregoing, the signature or consent of the Debtor, SHS LP or ISO is not required to any
amendment to the terms and provisions of this agreement.

This agreement shall be binding upon and cnurc to the benefit of Scars and its successors and
assigns. None of the Debtor, the SHS LP or ISO shall be permitted to assign this agreement
without the prior written consent of Alaris and Sears, which consent may be unreasongbly
withheld. Alaris shall not be permitted to assign this agrecment without the prior written conserit
of Sears, which consent may not be unreasonably withheld. It shall be a condition of such
assignment that the assignce assumes the obligations of the respective assignor under this
agreement. Upon such assumption, this agreement will be deemed to be effectively assigned, and
the respective assignor shall be released in full from all of its liabilities and obligations arising
under this agreement, provided that all monies owing by the assignor to any of the other partics
hereto shall have been paid in full at the date of effective agsignment, -

Sears shall be catitled to liquidate or dissolve into or amalgamate or merge with or into any
successor corporation, which corporation shall succeed to the rights and obligations of that party

" hereunder. .

In the event of any conflict or ambiguity between the provisions of this agreement and the
provisions of any of the Scars Security or the Limitcd Partnership Agreement, as between the
parties hereto, the provisions of this agreement shall prevail to the extent necessary to remove
such conflict or ambiguity.

This agreement may be executed in one or more counferparts, each of which shall be deemed an
original and all of which taken together shall constitute a single agreement. A facsimile, telecopy
or other reproduction of this agreement may be executed by one or more of the parties hereto, and
an executed copy of this agreement may be delivered by one or more of the parties hereto by
facsimile or similar instantaneous electronic transrission device pursuant to which the signature
of or on behalf of such party can be seen, and such execution and delivery shall be considered
valid, binding and effective for all purposes.

[Remajuder of this page left intentionally blank]
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IN WITNESS WHEREOF the parties hemeto have caused this agreement to be duly executed and
delivered as of the date first above written.

" SEARS CANADA INC. ALARTS INCOME GROWTH FUND
PARTNERSHIP, by vne of its Partatrs,
ALARIS IGF CORP.

-

Per: 'Lh &
5" ‘EJ’\ W. t
Y e ) Sencre ’?"-s‘&eﬁ*mny 5«.&*\\!9—
TR bt~ . O¥icer
GV SEARS FINANGIaL AnD. HOME .
‘SHS LIMITED PARTNERSHIP, by ity 6‘9&" 1ees)
‘general partnéi’; SHY SERVICES ‘
MANAGEMENTINC. : k SHS SERVICES MANAGEMENT INC.
Per ' , Pert

INSTALLATTON SERVICES ORG. LTD.

Por:
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IN WITNESS ‘WHEREOF the parties hereto. have caused this agreement to be duly executed and

delivered as of the date first above writlen.

SEARS CANADA INC,

Per:

Per:

SHS LIMITED PARTNERSHIP, by its
.general partuer, SHS SERVICES
MANAGEMENT INC.
He
/

7

V

INSTALLATION SERVICES ORG. L'l‘}?.

Per: V;;Z/ ‘/v?//f,/&’% U‘ \}

R &
Per 727 17 ¢ é Z/ /A .

¥

ALARIS INCOME GROWTH FUND
PARTNERSHIP, by one of its Partncrs,
ALARIS IGF CORP.

Per

Per:

SHY SERVICESIMANAGEMENT INC,

/
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EXHIBIT G

This is the Exhibit marked “G” referred to
in the Affidavit of Micheal Clements,

sworn before metfis 1

DecEmber, 2013,

‘Notary PuBfic in and for the Province ofjAlberta
. Nolan Ritzel
gtudent-at-Lew
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LETTER OF UNDERSTANDING

TO:  SHS Services Limited Partnership
125 Commerce Valley Drive West, Suite 500
Markham, Ontario L3T 7W4

and c/o Installation Scrvices Org. Ltd.
Unit H, 7003 - 5" Street SE
Calgary, Alberta T2H 2G2

Date:  September 30, 2013

Dear Sirs:

Re:  Loans to SHS Services Limited Partnership (the "LP")

This letter of understanding (the "Letter of Understanding") is intended to set out the points of
understandings and agreements reached between the parties to date in the context of ongoing negotiations
between the:LP, SHS Services Management Inc. (the "GP"), Sears Canada Inc. (the "Scars”) and Alaris
Income Growth Fund Parinership ("Alaris™) in connection with term loans in the amount of up to
$4,000,000 in the aggregate to be provided by each of Alaris and Sears (each to fund $2,000,000) (the
"Loans"). :

It is understoad that the Interim Loans (as defined below) will be advanced by each of Alaris and Sears on
the date hereof in accordaace with the terms of this Letter of Understanding .and that this Letter of
Understanding is an attempt to further negotiations with and to move forward with execution of definitive
agreements in respect of the Loans and in respect of certain other ngreements between the parties set out
hercin (collectively, the "Transactlon Documents"). '

The parties anticipate that the understanding and points of agreement herein will form the basis of the
Transaction Documents and will govern with respect to all matters contained herein, including, without
limitation, the Interim Loans and the Loans, until the Transaction Documents are in force and effect.
However, the patties acknowledge that through the process of further negotiations and the conduct of due
diligence inquiries and reviews by Alaris and Sears further issues may be raised requiring the following to
be supplemented, amended, or qualified, and may also give rise to issnes not referred to in this Letter of
Understanding requiring the further mutual agreement between the parties, all of which shall be
incorporated in and made part of the applicable Transaction Documents.

The points of understanding and agreement reached by the parties to date are as follows:

I Loans. Each of Alaris and Sears will provide $2,000,000 each to the LP concurrent with
execution by all partics of this Letter of Understanding (the "Interim Loans®). The Interim Loans
will be evidenced by demand promissory notes granted in favour of cach of Alaris and Sears and
will bear interest at 7% compounded monthly, payable on demand with principal. The Interim
Loans will be secured by all of the assets of the LP pursuant to general security agreements
granted in favour of cach of Alaris and Sears. Personal guarantees from Paul Verhoeff and
Stephen VerhoefT, on a joint and several basis limited to an aggregate amount of $2,000,000 in
favour of Sears and Alaris, corporate guarantees from Installation Services Org. Lid. ("ISO")
each in the amount of $750,000, and an unlimited corporate guarantee from the GP will be
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provided in respect of the Interim Loans and the Loans (collectively, the "Guarantées").
Concurrently with funding of the Interim Loans, the LP shall provide a release in favour of Sears
in respect of all claims and disputes, including any dispute of Purchase Price as defined in the
Asset Transfer Agreement (as defined in such release) in‘the form atfached hereto as Schedule A.

The Interim Loans will be replaced by the Loans and will be evidenced by a loan agreement
between Alaris and the LP and a loan agrecment between Sears and the LP, each on the following
terms:

(2) term loan with a maturity date of January 16, 2015, provided that commencing on
February 16, 2015, the LP shall make 6 equal monthly installments to repay all
outstanding amounts on the Loans by July 16, 2015;

(b) securéd by all assets of the LP, the GP and 1SO, on a pari passu basis between Alaris and
Sears;

(c) Guarantees continue to secure the Loans (amended or replaced as required. to reference
the applicable loan agreement),

(d) the LP shall be required to complete a sale of its hot water business, being on the date of
this Letter of Understanding, the water heater equipment owned by the LP and rented to
customers of the LP, together with all rental contracts and assets and liabilities associated
therewith. Such sale shail be completed by no later than March 31, 2014 with a minimum
of $1,000,000 of the proceeds of such sale to be paid to each of Alaris and Sears as a
repayment of the Loans on an equal basis. Failure to repay shall be an event of default
entitling each of Alaris and Sears to immediately accelerate the Loans;

(e) usual and customary representations and watranties, positive and negative covenants and
events of default to similar corporations of similar size engaged in the same or similar
business, as consented to by each of Alaris and Sears; and

) the Loans will be subject to an intercreditor agreement between Alaris, Sears and the LP
confirming that the Loans, the Guarantees and any security granted in connection with
the Loans or the guarantees will be shared on a pari passu basis in right of payment
between Sears and Alaris, notwithstanding the postponement agreement dated February
25, 2013 between Alaris, Sears, the LP, the GP and ISO. Faor clarity, such postponement
agrecment shall continue to apply and be in force with respect to any other payments
postponed thereunder and each of Alaris, Sears, the LP, the GP and 1SO agree that the
"Sears Obligations" ‘as defined therein shall include all other obligations owing to Sears
by either the GP or the LP. Such postponement agreement shall be amended and restated
to reflect the foregoing as part of the Transaction Documents. All consents; waivers,
enforcement, acceleration rights and other lender decisions related to the enforcement of
their Loan shall be a unanimous decision of Alaris.and Sears, provided that if Alaris and
Sears cannot agree whether to enforce any security following a default, afler the expiry of
a period of 15 days afier any such default, the party wishing to demand the Loan (as
applicable) and enforce the security shall be entitled to proceed with enforcement
provided that all proceeds of any such enforcement shall be shared equally between
Alaris and Sears in accordance with the terms of the intercreditor agreement. The partics
hereto acknowledge and agree that the intercreditor principles as set out herein will apply
to the Initial Loans until such time as the Loans are put into place and the Initial Loans
repaid in full and cancelled.
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Each of Sears and Alaris consents to the incurrence of debt, the granting of the security and the
issuance of guarantees by the GP, the LP and ISQO, as applicable, in favour of Alaris and Sears
respectively, as provided for herein in respect of the Interim Loans and the Loans,

Amendments to other Transaction Documents in respect of the LP and Sears. Sears and the
LP agree to amend the transition services agreement dated February 28, 2013 originally between

Sears and the GP and as assigned to and assumed by the LP (the “Transition Agreement"), to
delete the requirement in section 5(a)(i) to pay the weekly base fee. Sears also agrees, in respect
of the Sears branded concession agreement dated effective March 2, 2013, originally between
Sears and the GP and as assigned to and assumed by the LP (the "Concession Agreement”), that:
(a) the LP shall not have to pay the Commissidn-(as defined in the. Concession Agreement) and
such Commission shall not accrue fo be payable for the months of September 2013 and October
2013, and (b)the amount of the Commission Guarantee (as defined in the Concession
Agreement) payable in respect of the current fiscal year shall be reduced by an amount equal to
the amount of the Commission that-would have been payable for the months of September 2013
and October 2013. Commissions for the months of November 2013, December 2013 and January
2014 (the "Deferred Commissions") shall acerue [rom and after November 2013 but payment of
the Deferred Commission by the LPto Sears shall be deferred to January t6, 2015; provided that
the Deferred Commissions shall cease upon any enforcament of the Loans. Commencing with
February 2014, Cammissions. are due in accordance with the terms of the Concession Agreement.
Sears further agrecs that compliance with the financial cavenants in respect of the debt service
coverage. ratio, current ratio and the debt to tangible net worth ratio sct out in the Concession
Agreement shall be walved until the earlier of the date the Loans are repaid and October 1, 2014,
and compliance with the'minimum level-of tangible net. worth may also be waived or relaxed,
Further amendments to.the Transition .Agreement or- the Concession Agreement in fespect of
these matters shall require.prior consent of Alaris.

Amendinents to_other Transaction Documents in respect of the LP and Alaris. Alaris and
the GP agree to amend the limited partnership agreement in respect of the LP dated February 25,
2013 (the "LP Agreement”), to amend the definition of Preferred Distributions (as defined
therein) to delete the 6% top end collar on distributions. In addition to all -other
rights/distributions Alaris is entitled to under the LP Agreement, the LP Agreement will be
amended to add provisions entitling Alaris to a net profits interest on all profits of the LP: Such

amendments 1o the LP Agreement (and any consequential amendments to give effect thereto).

would take effect after the Loans have been repaid and the Deferred Commissions referenced in
paragraph 2 above have been paid by the LP. Alaris also agrees that distributions payable by the
LP under the LP Agreement shall not be payable for the months of September 2013 through and
inclusive of January 2014, Commencing with February 2014, distributions shall be payable by the
LP in accordance with the terms of the LP Agreement. Any amendments to the waiver of the
distributions from September 2013 to January 2014 shall require prior consent of Sears.

Changes to Management. The LP and the GP agree that Paul Verhoeff and Stephen Verhoeff
will be removed from all management and director functions of the LP and the GP, however, Paul
and Stephen may remain sharcholders of the GP. Micheal Clements will be appointed to act as
CEO aud Michael Strachan will be appointed to act as President of the GP. Micheal Clements
and Michae! Strachan will be the leaders working with Sears. Micheal Clements will be actively
involved in the LP business, actively oversecing the operations and sales functions on a daily
basis. This will consist of conference calls, time spent in Markham headquarters, and in the field
nationally actively oversecing the operations and sales functions, and having continued granular
engagement in the LP business. Micheal Clements, Michael Strachan and Adam Barnard of the
LP will have a 2 hour conference call or in person meeting with Terri Lowe and Pamela Murphy
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of Sears on Monday, September 30, 2013 at which time Scars will outline its expectations for
ongoing reporting on the LP’s 100 day tum-around plan. On October 4, 2013, Micheal Clements,
Michael Strachan and Adam Barnard will meet with Terri Lowe and Pamela Murphy for the full
day (8 hours) to go over the detail of the 100 day plan, which will discuss, among other things,
sales, marketing and operations, as well as cost-cutting Initiatives. Thereafter, there will be
weekly meetings between such the LP. employees and such Sears employees to discuss business
and plans as Sears requests.

Transaction Documents. The partics shall proceed in good faith with the negotiation of the
terms and conditions of the Transaction Documents and related documents collateral thereto, and
shail make all redsonable efforts to négotiate and execute such ‘Transaction Documents by
October 15,2013, In addition to the specific terms of the Transaction Documents outlined above,
the Transaction Documents shall contain such terms, conditions, agreements, covenants,
warrantics and representations as are customarily included in agreements involving transactions
similar to that contemplated hereby so as to reflect.the understandings and points of agreement as
sct forth in this Letter of Understanding and such other and further understandings and points of
agreement as may be subsequently negotiated beiween the parties.

Publicity. Subject to applicable securities legislation and regulation requiring otherwise, no press
releases, announcements, or-other publicity pertaining to the proposed transactions shall occur by
any of the parties hereto unless it is mutually agreed upon and pre-approved by the partics, '

Confidentiality. Each party hereto agrees ta keep the negotiations regarding the transactions
contemplated herein, including all correspondence, papers, documents, discussions, and third
party communications arising therefrom, and the confidential information provided in the course
of those negotiations, in strict confiderice, provided that ¢ach party may disclose such confidential
information: (a) to each of their-directors, officers, employees, legal counsel and other advisors,
as applicable, who are directly involved in the consideration of this matter and who have been
informed of the confidential nature thereof and who have agreed 1o hold the same in confidence,
or (b) as may bé compelled in a judicial or administrative proceeding or as otherwise required by
applicable law. Disclosure to any additional parties shall only be made with the prior written
appraval of each of the parties hereto. .

Transaction Costs. Sears, Alaris, the GP and the LP shall each bear their own costs in
connection with the transactions contemplated in the Letter of Understanding, including, without
limitation, atl legal and other professional fees.

Expiry. This Leticr of Understanding shall be open for acceptance by the parties hereto for a
period expiring on September 30, 2013 at 11:00 pm, Alberta time.

Governing Law. This Letter of Understanding shall be governed by, and construed in accordance
with, the laws of the Province of Alberta and the federal laws of Canada applicable therein,

Counterpart_Execcution. This Lelter of Understanding may be executed in any number of
counterparts, each of which shall be an original, and all of which, when taken together, shall
constitutc one agreement. Delivery of an executed signature page of this letter agreement by
facsimile or electronic transmission (inctuding pdf) shall be effective as delivery of a manually
executed counterpart hereofl .

The Remainder of this Page is Intentionally Left Blank
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: ]NSTA;?\NS VICES QRG/#AD.
Per: y //
ame: f

Please indicate your acceptance of this Letter of Understanding by signing and retuming
one copy of this letter to the attention of each other party.

ALARIS 'INCOME GROWTH FUND SHS SERVI

PARTNERSHIP, by one of fts partners, by fits Services
ALARIS IGF CORP. Managemen
Per: Per:
Name:
Title:
SEARS CANADA INC. . SHS SERVICE.
Per: Per:
Name: Name: Midatal Clevnenls |
Title: Title: W ec oo
Per:
Name:
Title:

Name:
Title:

o e,

\'chEs ’ Micheal Clements
Witness ’ Michael Strachan
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Please indicate your acceptance of this Letter of Understanding by signing and returning
one copy of this letter to the attention of each other party.

ALARIS INCOME GROWTH FUND SHS SERVICES LIMITED PARTNERSHIP,

PARTNERSHIP, by one of its partners,

by its general partner, SHS Services

ALARIS IGF CORP. Management Inc.
Per: Per:
Name: Name:
Title: Title:
SEARS CANADA INC. SHS SERVICES MANAGEMENT INC.
Per: Per:
Name: Name:
Title: Title:
Per:
Name:!
Tille:
INSTALLATION SERVICES ORG. LTD.
Per:
Name:
Title:
Witness Michest Clements

Witness me&n'h/qh Bach
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EXHIBIT H

This is the Exhibit marked “H” reforred to _
in the Affidavit of Micheal Clements, i
ecember, 2013,

sworn before me

Notary Public in and for the Province of
e Nolan RIS
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GUARANTEE

This Guarantee is dated as of September 30, 2013 and is made by SHS Services
Management Inc., an Alberta Corporation (the "Guarantor") in favour of Alaris Income Growth Fund
Partnership, an Alberta General Partnership (the "Creditor™).

Recitals:

A. The Guarantor desires to cxecute, deliver and perform this. Guarantee in order to assist
SHS Services Limited Partnership, an Alberta Limited Partnership (the "Borrower”) for the mutual
benefit of the Guarantor and the Borrower in connéction with the Promissory Note.

B. It is a condition of the Creditor’s obligations to make advances under the Promissory
Note that this Guarantee be entered into. '

NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the Guarantor covenants and agrees with the Creditor as tollows:

ARTICLE 1
DEFINITIONS AND INTERPRETATION

1.1 Definitions

In this Guarantee, terms and expressions defined in the description of the parties and
recitals shall have those meanings when used herein, and:

"Applicable Law" means, in relation to any person, property, transaction or evenf, all applicable
provisions, whether now or hereafter in effect, of laws, statutes, rules or regulations, official directives
and orders of all federal, provincial, municipal and local governmental bodies (whether administrative,
legislative, executive or otherwise and, in the case of any central bank, fiscal or monetary euthority,
whether or not having the force of law) and judgments, orders and decrees of all courts, arbitrators,
commissions or bodies exercising similar functions in actions or proceedings in which the person in
question is a party or by which it is bound or having application to the property, transaction or event in
question;

“Enforcement Event" means a demand by the Creditor on the Borrower for payment of the principal
sum under the Promissory Note;

»Guarantee" means this guatantee, as amended, modified or supplemented from time to time and all
acknowledgements in respect hereol;

"Guaranteed Obligations" means all obligations, indebtedness, liabilities, covenants, agreements and
undertakings of the Borrower to the Creditor (including fees, expenses, costs and indemnitics), present or
future, direct or indirect, absolute or contingent, matured or not, extended or renewed, and any ultimate
unpaid balance thereof, under the Promissory Note;

"Person" means an individual, a partnership, a corporation, a trust, a joint venture, an unincorporated

organization, a union, a government or any department or agency thereof and the heirs, executors,
administrators or other legal representatives of an individual; and
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"Promissory Note" means the demand pmmissbry note dated as of the date hercof granted by the
Borrower in favour of the Creditor in the principal amount of Cdn. $2,000,000.00.

1.2 . References

‘Unless something in the subject mattcr or context is inconsistent herewith, all réferences

to Sections, Articles and Schedules arc to Sections-and Articles of and Scheduiles to this Guarantee. The.

words "hereto”, “hereof”, "hereunder” and similar expressions mean and refer to this Guarantce. In this
Guarantee words importing the singular number include the plural and vice versa; words importing
gender include masculine, feminine and neuter; where any term or expression is defined herein,
derivations of such term or expression shall have a corresponding meaning: words and terms denoting
inclusiveness (such as "include” or "includes" or "including”) or particularity (such as "in particular” or
"such as") are, whether or not so stated, not limited by their context or by the words or phrases which
precede or succeed them; references to.any statute, act or other legislative enactment shall be to such
statute, act.or other legislative enactiment as amended from time to.time or replaced by a statute, act or
other legislative enactment dealing with substantially the same subject matter as the statute, act or other
legislative cnactment so replaced; and references to any agreement, .contract, document, license or other
‘instrument shall be to.such agreement, contract, documient, license or other instrument as amended,
modified, replaced, rostated, extended, renewed or supplemented from time to time. The headings and
the Article and Secetion titles are inserted for convenience of reference only and shall not affect the
construction or interpretation of this Guarantee, -

ARTICLE 2
GUARANTEE AND POSTPONEMENT

2.1 Unconditional Guarantee

The Guarantor hereby jointly and.severally, irrevocably, absolutely and unconditionally
guarantees to the Creditor the due and punctual payment and, performance as and when due (at stated
maturity, by effluxion of time, by mandatory repayment or prepayment, by acceleration, on demand or
.otherwise howsoever) of the Guaranteed Obligations (and each of them) strictly in accordance with the
terms thereof, and the Guarantor shall reimburse the Creditor for any and all expenses in accordance with
Section 6.1.

22 Continulng Obligation

The obligation of the Guarantor hereunder shall be a continuing obligation and a fresh
cause of action hereunder shall be deemed to arise in respect of each Enforcement Event. This Guarantee
shall remain in full force and effect in accordance with its terms until the final and indefeasible payment
in full and performance of the Guaranteed Obligations. The Guarantor agrees that it will from time to
time at the request of the Creditor deliver to the Creditor suitable acknowledgments of its continued
liability hereunder and under any instrument collateral or supplemental herelo, in such form as counsel
for the Creditor may reasonably advise and as shall be necessary to prevent any action brought against
the Guarantor in respect of any default hereunder or under any covenant herein contained being barred by
any statute of limitations now or hereafter in force pursuant to Applicable Law, and in the event of the
failure of the Guarantor to do so, it hereby irrcvocably appaints the Creditor the lawful and duly
constituted attorney and agent of the Guarantor to make, execute and deliver such written
acknowledgments or other instruments as may from time to time become necessary or advisable, .in the
judgment of the Creditor, to fully maintain and keep in force the liability of the Guarantor hereunder or
under any instrument collateral or supplemental hereto or in implementation hereof.
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2.3 Receipt of Promiissory Note

The Guarantor-hereby acknowledges having received a copy of the Promissory Note. The
Guarantor shall be responsible for ensurifig that it receives directly from the Borrower such copies as it
desires to receive of all amendments, modifications or supplements to the Promissory Note and of any
othier documents, instruments or agreements which are executed in the fiterc pursuant to which
Guaranteed Obligations may arise, it being understond and agreed that the Creditor shall not in any
manner have any obligation to ensure such receipt rior shall lack of ieceipt in any way affect the absolute
and unconditional nature of the Guarautor’s obligations hercunder.

. 2.4 Postponement

The Guarantar héreby subordinates and postpones in all respects (including, the right to
payment, priority of security and realization in respect of security) the payment of any and all amounts
which the Borrower ray-owe to the Guarantor from time to time and at any time until the Guaranteed
Obligations have been paid and satisfied in full, and in order to give further effect to this subordination
.and postponement, the Guarantor hercby agrees to old in trust for the Creditor any amounts received
from the Guarantor and o pay over such amounts to the Creditor on demand. The Guarantor hereby
grants to the ‘Creditor a continuing first priority security interest in and to all present and future
indebtedness and liabilitics of the Borrower to the Guarantor howsoever arising, whether direct or

indirect, absolute or contingent, matured or not, and all security interests granted by the Borrower to the

Guarantor in respect thereof.

ARTICLE 3
PAYMENTS

3.1 Payments

If an Enforcement Event has occurred, then the Guarantor shall, on demand by the
Creditor, at any time and from time to time thereafter, forthwith pay to the Creditor the Guaranteed
Obligations which are in default, including all intercst thercon at the rate prescribed in the Promissory
Note, until payment is received in full by the Creditor or otherwise perform the Guaranteed Obligations
in respect of which demand was made, as the case may be.

32 - Currency

The Guarantor expressly acknowledges that the Guaranteed Obligations may be payable
in Canadian dollars or in one of several other currencies or partly in one currency and partly in others,
and the Guarantor agrees to make all payments in the currency or currencies in which the Guaranteed
Obligation is then denominated.

ARTICLE 4
REMEDIES

4.1 Excreise of Remedies
If an Enforcement Event shall'occur and if the Guarantor shall fail to pay or perform the
Guarantced Obligations forthwith on demand as herein provided, the Creditor shall have the right in its

discretion to proceed against the Guarantor for enforcement of this Guarantee or any instrument
collateral or supplemental hereto or in implementation hereof by any remedy provided or permitted
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hereby and thereby or by Applicable Law, and whether by legal proceedings or otherwise, and to recover
from the Guarantor.such sums as the Guarantor may be liable to pay hercunder and any and all such sums
. uctually received by the Creditor shall be applied against the Guarantor's obligations hereunder and the
Guaranteed Obligations in such manner as the Creditor deems appropriate.

4.2 Other Guarantees Not Affected

This Guarantee shall be in nddition to and not in substitution of or for any other
guarantee now ar hereafter.held by the Creditor for the Guaranteed Obligations, and this Guarantee shall
not, nor be deemed to, operate as a merger of any other.obligations of the Guarantor to the Creditor, all of
which shall remain in full force and effect.

4.3 No Waiver

No failure or delay on the part of the Creditor in exercising ‘any right or remedy under
this Guarantee shall operate as a waiver of such right. or remedy, nor shall any single or partial exercise
of any such right or remedy preclude any other or further exercise thereoF or the exercise of any other
right or remedy in law, by statute, equity or otherwise conferred. No waiver of any provision of this
Guarantee shall be effective otherwise than by an instrument in writing dated subsequent to the date
hereof, executed by a duly authorized representative of the Creditor and then only for the particular
instance for which It is so given, No notice to or demand on the Guarantor shall be deemed to be a
waiver of the obligation of the Guarantor or of the right of the Creditor to take further action without
notice or demand as provided herein.

ARTICLE 5
ACKNOWLEDGEMENTS

L8 | No Release of Guarantor's Obligations
The Guarantor acknowledges and agrees that:

(a) the Creditor may (i) grant extensions of time or other indulgences, rencw, take, give up or
surrender any security interest, accept compositions, grant releases and discharges and otherwisc
deal with the Borrower, any other Person, the Guaranteed Obligations and any security interest in
respect thereof as the Creditor may see fit, (ii) direcily or indirectly waive, change, amend,
modify, supplement or grant consents or acknowledgements under the Promissory Note or any
security Interests in respect thereof, (iii) apply all monies received from the Borrower or any
other Person, or from the enforcement of any security interest, against such part of the
Guaranteed Obligations as the Creditor may deem appropriate, all of the forcgoing without
prc_mdnce to or in any way releasing, discharging, terminating, limiting, reducing, lessening,
impairing or in any way affecting the indebtedness, obligations and liabilities of the Guarantor
under this Guarantee, or otherwise subjecting the Creditor to a defence of any kind, including
any defence of set-off, counterclaim or recoupment;

(b) the Creditor shall not be bound to commence or exhaust its recourse against the Borrower, other
guarantors or other Persons it may hold before being entitled to payment from the Guarantor
under this Guarantee;

(c) none of the following events shall discharge, terminate, release, limit, reduce, lessen, impair or in
any way affect the indcbtedness, obligations and liabilities of the Guarantor under this Guarantee
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or otherwise subject the Creditor to a defence of any kind, including any defence of set-off,
counterclaim or recoupment:

(i) the release of, failure to obtdin or perfect or loss or exchange of or in respect of any
security interests received by thie Creditor with respect to any Guaranteed Obligation,
whether from the Borrower, any othér guarantor or any other Person, whether occasioned
through the fault of the Creditor or otherwise; :

(ii) the release. or failure to prove or asscrt any claim or demand or enforce any right or
‘remedy against the Borrower, any other guarantor or others, in any manner whatsoever
including in any bankruptcy, winding-up, compromise or other proceeding relating to the
creditors of such parties;

(iii)  the rescission, illegality, jnvalidity or unenforceability of all or any part of the
Guaranteed Obligations; :

(ivy  merging of any document, instrument or agreement relating to the Guaranteed
Obligations or the obligations of the Borrower, any other guarantor or any other Person
thereunder;

v) any change in the identity, ownership or capacity of the Creditor, whether by
amalgamation, consolidation, merger, reorganization, addition, substitution, removal,
succession, nssignment, grant of a participation, transfer or otherwise;

(vi) any act or proceeding in relation to the Promissory Note, this Guarantee, or any other
guarantec;

(vii)  any amendment or change in the manner, time, place of payment or calculation of the .

amounts owing under, or any other term of, any Guaranteed Obligation, or any other
amendment or waiver of or consent to or departure from the terms of the Promissory
‘Note; :

(viti) the (A)liquidation, winding-up, bankruptcy, dissolution, compromise, proposal,
arrangement, plan of reotganization or other event or proceeding relating to, or which
might affect the existence, obligations, creditors, assets, business or affairs of,
(B) change or changes in the name of, or (C) amalgamation, ‘consolidation, merger or
reorganization of any kind, of, or with respect to, the Borrower, the Guarantor or any
other guarantor or Person;

(ix)  the impossibility or impracticality of performance, or force majeure, any act of any
governmental authority, or any other circumstance which might constitute a defence
available to, or a discharge of, the Borrower in respect of the Guaranteed Obligations or
of the Guarantor under this Guarantes; ) o |

x) the existence of any claim, set-off or other rights which the Guarantor may have at any

time against the Borrower or the Creditor; or

(xi)  any other circumstance, event or happening whatsoever, whether foreseen or unforeseen
and whether similar or dissimilar to anything referred to in any of the foregoing;
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(d) the Creditor shall not be concemed to see or inquire into. the powers of the Borrower or its
directors, officers or agents acting ar purporting to act on its behalf, and moneys, advances or
credits in fact borrowed or obtained from the Creditor in professed exercise of such powers shall
be deemed to form part of the Guaranteed Obligations, even though the borrowing or obtaining
thereaf was irrcgularly, defectively, informally or illegally cffected or in excess of the powers of
the Borrower or its directors, officers or agents;

(e) .any account settled or stated by or between the Creditor and the Borrower shall be accepted by
the Guarantor as conclusive evidence, absent manifest error, that the balance or amount thereby
appearing due by the Borrower to the Creditor is so due; and

6] this Guarantee shall continue to be effective or be reinstated, as the case may be, if for any
reason at any time any payment or performance hercunder or-of the Guaranteed Obligations, or
any part thereof; is rescinded, reversed, nullified, rendered void or voidable or must otherwise be
restored, refunded, returned or reimbursed by the Creditor,

5.2 Certain Acknowledgments of the Guarantor
The Guarantor acknowledges, covenants and agrees with the Creditor as follows:

(n) upon making demand hereunder, the Creditor shall be entitled to continue to exercise such rights
and remedies notwithstanding that the default may subsequently have been remedied or cured;
and

()] :all of the Creditor's remedies hereunder and under any document, instrument or agreement
relating to the Guaranteed Obligations, are cumulative and not exclusive and action thercon or
procurenient of judgment shall not operate-as 2 merger of or preclude or lessen any other remedy

orright.
53 Subrogation

Upon the payment or performance in full by the Guarantor of the Guaranteed
Obligations, the Guarantor shall be immediately subrogated to all right, title and interest of the Creditor
with respect thereto and under the Promissory Note, and shall be entitled, in its sole discretion, to pursue
all rights and remedies available to it with respect to such subrogated right, title and interest and to
receive for its own account ‘payments otherwise due to the Creditor under the Promissory Note or by
operation of law with respect thereto. The Creditor agrees that at any time and from time to time after
payment or performance in full by the Guarantor of the Guaranteed Obligations and there being no
remaining amounts owing under the Promissory Note it will, without recourse, promptly and duly
execute and deliver any and all such further instruments and documents and take such action as may
reasonably be requested by the Guarantor in order to obtain the full benefits of the subrogation rights
contained herein and by action of law, including the assignment and transfer to the Guarantor of alt of the
Creditor’s right, title and interest in and to the Promissory Note and notice of such assignment and
transfer to the parties to and beneficiaries of the Promissory Note. Notwithstanding the foregoing, the
Guarantor shall have no right to be subrogated in any rights of the Creditor under the Promissory Note
until the Creditor shall have received full, final and indefeasible payment and performance in full of the
Promissory Note and the Creditor has no further obligation to extend credit or advance money to or for
the benefit of the Borrower.
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ARTICLE 6
EXPENSES, INDEMNITY AND JUDGMENT CURRENCY

6.1 Expenses

The Guarantor shall pay alt reasonable expenses (including legal fees and expenses on a
solicitor and his own clicnt, full indemiity, basis) incurred by the Creditor in connection with the
preparation, pérfection, exccution, protection, cnforcement of and advice with respect tb this Guarantee
(including the protection and enforcement -of the rights of the Creditor hereunder) and such cxpenses
shall, from the time they are paid by the Creditor wnitil repaid by the Guarantor, bear interest at the
highest rate applicable to the Guaranteed Obligations.

62 Indemnity

The Guarantor will and does hereby indemnify and save harmless the Creditor from and
against any and all liabilities, actions, claims, judgments, obligations, costs, charges or expenscs,
including reasonable legal fecs and expenses on a solicitor and his own client, full indemnity, basis, made
against or incurred by the Creditor as a result of taking this Guarantee. The Creditor shall have the right
to defend against any such liabilities, actions, claims and charges and to-claim from the Guarantor all
expenses incurred in connection therewith, together with all legal fees and expenseson a solicitor and his
own client, full indemnity, basis that may be paid in connection therewith. 1t is understood and agreed
that the covenants and conditions of this Section shall remain in full force and effect notwithstanding the
ternmination of this Guarantee.

63 Judgment Currency

In the event of a judgment or order being rendered by any court or tribunal for the
payment of any amount owing under this agreement, or for the payment of damages in respect of any
breach of or default under this agreemment, or in respect of a judgment or order of another court or tribunal
for the payment of such amount or dumages, such judgment or order being cxpressed in a currency (the
"Judgment Currency™) different from the currency which the Borrower and a Creditor have agreed shall
apply thereto under any document, instrument or agreement relating thereto (the "Agreed Currency”),
the Guarantor shall indemnify and hold harmless each Creditor against any deficiency in terms of the
Agreed Currency in the amounts actually received by the Creditor arising or resulting from any
difference between: (i) the rate of exchange at which the Agreed Currency is converted into the
Judgment Currency for the purposes of such judgment or order; and (ii) the rate of exchange at which the
Creditor is able to purchase the Agreed Currency with the amount of the Judgment Currency aclually
received by the Creditor on the Business Day following receipt. The indemnity in this Section 8.3 shall
constitute a separate and independent obligation of the Guarantor from its other obligations under this
Guarantee. The termn "rate of exchange” as used in this Section 8.3 shall include any premiums and costs
of exchange payable in connection with the purchase of, or conversion into, the relevant currency,

ARTICLE 7
MISCELLANEOUS

7.1 No Collateral Agreements

There are no representations, collateral agreements or conditions with respect to this
Guarantee or affecting the Guarantors obligations and liabilities hereunder other than as contained
herein. .

e
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7.2 Joint and Several Guaranteed Obligations

The abligations of the Guarantors. hereunder are joint and several, and the Guarantor
agrees that it is jointly and severally liable. for the Guaranteed Obligations and all other payment.and
performance obligations hereunder.

7.3 Assignment by Guarantor

The Guarantor shall not assign, in whole or-in part, its rights and obligations in this
Guarantee without the prior written consent of the Creditor.

74 Governing Law

This Guarantee is conclusively deemed to be made under, and for all purposes to be
governed by and construed. in accordance with, the laws of the Province of Alberta and of Canada
applicable therein. There shall be no application of any conflict of laws or Tules which would result in
.-.any Jaws other than internal laws in. force in-the Province of Alberta. applying to this Guarantee. The
Guarantor hereby irrevocably submits and-attorns fo the non-exclusive jorisdiction of the courts of the
Province of Alberta for all matters arising, out of or relating to this Guarantee, or any of the transactions
contemplated hereby, without prejudice to the rights of a Creditor ta take proceedings in othet
jurisdictions.

7.5 Notice

All notices, advices, requests and demands hereunder shall be in writing (including

facsimile transmissions) and shall.be given ta the Guarantor or the Creditor at the following addresses or-

at such other address as any party shall designate for itselfand all notices shall be effective upon actual
receipt: ’

125 Commerce Valley Drive Wést, Suité 500
Markham Ontario, L3T 7W4

Attention: President

Telefax No. 905-747-2405

ANDTO

Clo Installation Services Org. Ltd..
Unit H, 7003 -5 Street SE

Calgary, AB T2H 2G2

Attention: Theresa Lea
Fax 403-255-2839

if'to the Creditor, at:

Suite 232 - 2031 33rd Avenue S, W., Calgary, Alberta, Canada
T2T 125
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Attention: Darren Driscoll, Chief Financial Officer
Telefax No.  (403) 228-0906

1.6 Invalidity of Provisions

In case any of the provisions of this Guarantee should be invalid, illegal or unenforceable
in any respect, the validity, legality or enforceability of the remaining provisions contained herein shall
not in any way be affected or impaired thereby. )
7.7 Further Assurances |

The Guarantor hereby agrees with the Creditor that it shall, forthwith and from time to
time execute and do or cause to be executed and done all documents, deeds, acts and assurances which in
the reasonable opinion of the Creditor are necessary or advisable to give effect to the obligations of the
Guarantor as contemplated hereunder.
7.8 Amendment

This Guarantee shall not be varied in its terms otherwise than by an instrument in writing
dated subsequent to the date hereof, executed by duly authorized representatives of the Guarantor and the
Creditor. ‘
1.9 Time of the Essence

In this Guarantee, time is of the essence.

7.10 Enurement

This Guarantee shall be binding upon the Guarantor and its successors and permitted

. assigns and shall enure to the benefit of each Creditor and their respective successors and assigns.

IN WITNESS WHEREOF the Guarantor has duly executed this Guarantee as of the
date and year first above written,

Per:

Title:  §f re cher
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EXHIBIT I

This is the Exhibit marked “I” referred to
in tho Affidavit of Micheal Clements,

sworn before me thi ber, 2013.

Notary Public fn and for the Provingo-df Alberta

_ Notan
Stud
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SECURITY AGREEMENT

This Security Agreement is dated as of September 30, 2013 and is made by SHS Services Limited
Partnership, an Alberta Limited Partnership and having its principal place of business in Calgary, Alberta
(the "Debtor”) in favour of Alaris Income Growth Fund Partnership, an Alberta General Partnership
havingits principal place of business in Calgary, Alberta (the "Secured Party").

NOW THEREFORE, the Debtor covenants and agrees with the Secured Party as follows:

ARTICLE 1
INTERPRETATION

1.1 Definitions

In this Agreement terms and expressions defined in the description of the parties and
Schedule "A" shall have those meanings when used herein.

12 Schedules

The Definitions containcd in Schedule A" are incorporated into and made a part of this
Agreement,  Any reference to a Schedule in this Agreement includes, unless the coutext otherwise
requires, such Schedule as amended from time to time by one or morc agreements supplemental hereto.

13 'Interpretéﬁon.

The words "hercto”, "hereof*, "hereunder” and similar expressions mean and refer to this
Agreement. In this Agrecment words importing the singular fiumber include the plucal and vice versa;
words importing gendet ‘include masculine, feminine-and neuter;: where any term or expression is defined
herein, derivations of such term or expression ‘shall have a corresponding meaning; words and terms
denoting inclusiveness (such as "include" or "includes" or "including™) or particularity (such as "in
particular” or "such as") are, whether-or not so stated, not limited by their context or by the words or
phrases which precede or succeed them; references to any statute, act or other legislative enactment.shall
be to such statute, act or other legislative enactment as amended from time to time or replaced by a
statute, act or other legislative enactment dealing with substantially the saine subject matter as the statute,
act or other legislative enactment so replaced; and references to any agreement, contract, document,
license or other instrument shall mean and refer to such.agreement, contract, document, license or other
instrument as amended, modified, replaced, restated, extended, renewed or supplemented from time to
time. The headings and the Article and Section titles are inseited for convenience of reference only and
shall not affect the construction or interpretation of this Agreément.

ARTICLE 2
SECURITY

2.1 Security

To secure the payment, performance and final and indefeasible satisfaction in full of cach
and every Obligation, the Debtor hereby (subject ta the exceptions contained in Sections 2.3 and 2.4):

(a) assigns, transfers, pledges, mortgages and charges to and in favour of the Secured Party and
grants to and in favour of the Secured Party a continuing first priority security interest in and to
all of the Debtor's present and after-acquired personal property; and

W06 19861008 NSeptember 2013 FinsncingiGSA (finad) 02.doex

Dt

e me e e B

B e o
r -



(b) mortgages and charges as and by way of a first floating charge to and in favour of the Secured
Party the undertaking and alf the property and assets, rights and things of the Debtor both present
and future, legal or equitable, of which the Debtor may be possessed or to which it may be
entitled or which may hereafter be acquired by the Debtor, including all its right, title, estate and
intcrest in and to any and all real, personal or mixed property, now owned or hereafter acquired
by the Debtor, and ail.its present and future revenues; incomes, moneys, rights, franchises, goods,
wares, merchandise, inventorics, materials, supplies, book debts, accounts and accounts
teceivable, negotiable and non-negotiable instruments, judgments, investment property, choses in
action; chattel paper, shares and investments, and all other property and things of value of every
kind and nature, tangible or intangible, legal or equitable and all proceeds and all products of, and
all accessions to, any of the foregoing;

TO HAVE AND TO HOLD the Collateral and the Charge and all riglits hereby conferred unto the
Secured Party.

22 Attachment

The Debtor acknowledges conclusively that the Debtor and the Sccurcd Party intend the
Charge in the Collateral to attach immediately upon the execution of this. Agreement, except in the case of
Collateral in which the Debtor subsequently acquires rights, in which case the Charge shall attach
contemporancously with the Debtor acquiring rights therein without the need for any further or other
deed, act or consideration. The Charge shall be effective and shall attach as of the date hereof whether
the monies hereby secured or any part thereof shall become owing by the Debtor before or after ar upon
the date of execution of this Agreement. The Debtor acknowledges conclusively that value has been
given,

23 Leases

The last day of any teriwi reserved by any lease, oral or writtén, or any dgreement therefor,

now held or hereafter acquired by the Debor, is hereby excepted out of the Charge and does not and shall

not form part of the Collateral, but-the Debtor shall stand possessed of the reversion remaining in' the
Debtor of any leasehold premises for the time being demised as aforesaid upon trust to assign and dispose
thereof as the Secured Party shall direct and upon any sale of the leasehold premises, or any part thereof,
the Secured Party, for the purpose of vesting the aforesaid reversion of any such term or any renewal
thercof in any purchaser or purchasers thereof, shall be cntitled by decd or writing to appoint such
purchaser or purchasers or:any othier Person or Persons as trustee or trustees of the aforesaid reversion of
any such term or any renewal thereof in the place of the Debtor and to vest same accordingly in the new
trustee or trustees so appointed freed and discharged from any obligation respecting same.

24 Contractual Rights

In the event the validity and cffectiveness of the Charge over any of the Collateral
requires the consent, approval or waiver of a third person in order to be effective a3 against such third
person, the Charge with respect to any such Collateral shall be effective as against the Debtor and all
Persons other than such third person and shall be effective as against such third person when the
applicable cansent, approval or waiver is obtained, retroactively, to the fullest extent legally possible, to
ihe later of the date hereof or the date such consent, approval or waiver is obtaincd or becomes cftective,
as applicable, and until such consent, approval or waiver is obtained, the Debtor shall (subject to the ather
terms hereof) stand possessed of such Collateral upon trust to assign and dispose thereof as the Secured
Party shall for such purposes direct,
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2.3 Negative Pledge

The Debtor covenants and agrees that it will not grant, create, incur, assume or permit or
suffer to exist any Security Interest upon or with respect to any of the Collateral, except for Permitted
Tncumbrances. The fact that the Debtor is permitted to create or suffer to exist any Permitted
Encumbrance shall not, in any circumstances, be taken to constitute a subordination of the Charge to any
“Permitted Encumbrance.

2.6 Permitted Activigies

Until an Event of Default occurs, the Debtor shall be entitled to sell, assign, dispose of -

and otherwise deal with the Collateral in-the ordinary course of business.
2.7 Investment Property

If the Collateral at-any time includes investment property which isor is to be credited to a
securities account established by the Debtor with a securities intermediary, the Debtor shall notify the
Sccured Party and, at the tequest of the Secured Party, shall and shall procure that the relevant securities
intermediary shall enter into an agreement with the Secured Party which includes such terms as may be
required by the Secured Party to ensurc that the Secured Party has exclusive control over all investiment
property held in the relevant securities account following the occurrence of an Event of Default including,
but not Timited to, an agreement of the securities intermediary that it will comply with entitlement orders
that arc originated by the Secured Party without the further consent of the Debtor.

2.8 British Columbin Floating Chargcs

‘For greater certainty, it is hereby confirmed that the floating charge created hereby is 2
floating charge within the meaning of Section 203 of the Land Title Act (British Columbia) and does not
become a. fixed charge on specific land until the occurrence of an Event of Default or until the Secured
Party has made demand for payment of the Obligations..

ARTICLE 3
REFRESENTATIONS AND WARRANTIES

3.1 ) Representations and Warranties
The Debtot hereby represents and warrants to the Secured Party that:

(a) the Debtor is a limited partnership duly created and validly existing under the laws of the
Province of Alberta;

(b)  the Debtor has the power, capacity and authority to enter into this Agreement and to do all acts
and execute and detiver all other documents as are required hereunder to be done, observed or
performed by it in accordance with the terms hereof;,

(c) the Debtor has taken all necessary partnership action to authorize the creation, execution,
delivery, observance and performance of this Agreement;

(d) this Agreement constitutes the legal, valid and binding obligation of the Debtor, enforceable
against the Debtor in accordance with its terms, except as enforceability may be limited by

WAN61986\0057\September 2013 FinancingiGSA (final) 02.doss




(&)

®

® .

()

0]

3.2

‘affecting creditors' rights -gellemlly;

general principles of equity and by bankruptcy, iiisolvency, re‘organizatfon -or similar laws

this Agreement and the execution and delivery by thé Debtor of this Agreement do not, and the
consummation of the transactions and performance of the obligations contemplated hereby will
not violate any provision of or constituté a default (whether with notice or the lapse of time or
both) or require any consent or waiver of rights of any Person, or any authorization or approval,
under: ) '

(i) any Applicable Laws to which the Debtor is subject;

(i) any provision of any indenture, mortgage, lien, lease, agreement, instrument, order,
Judgment or decree to which the Debtor is a party or by which the assets or properties of
the Debtor are bound; or

(iii)  any other governing document of the Debtor or any applicable: court order, judgment,
injunction, award or decree;

there arc no actions, suits or proceedings at law or in equity or by or before any court or.

governmental agency now pending, or, to the Debtor's knowledge, threatened against or affecting

he Debtor or any of its properties or assets, which, if adversely determined, would impair the

ability of the Debtor to carry out the transactions contemplated hereby;

atl approvals, consents, licenses, authorizations and other actions of or filings or registrations with

any department, agency or other administrative authority which arc presently necessary under

applicable law in order for the Debtor:

0] to execute and deliver this Agrcement and. any other documents and instrmiments

delivered. or to be delivered by the Debtor hercunder npon or concurrently with the

execution hercof;

(i)  toincur the obligations of the Debtor provided for by this Agreement; and

~(iii)  to perform and observe the terms and provisions of this Agreement;

have been duly obtained and are in full force and cffect;

subject to Sections 23 and 2.4, the Borrower has the right to mortgage the Collateral as
contemplated by this Agreement; and

upan the occurrence of an Acceleration Event, the Secured Party shall be entitled to quiet

possession of the Collateral, free from all Security Interests except Permitted Encumbrances.
Survival

All representations and warranties of the Debtor made in this Agreement for the benefit

of the Secured Party shall survive the issuance of this Agreement and shall continue in full force and
effect without time limit, The Secured Parly shall be deemed to have relied upon each such
representation and warranty notwithstanding any investigation made by or an behalf of the Secured Party
at any.time.
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4.1

(a)

(b)

{c)

(d)

(e)

®

(g)

ARTICLE 4
COVENANTS OF THE DEBTOR

The Debtor hereby covenants with the Secured Party that:

the Debtor will conduct its business in a proper and business-like imanner and will keep proper
books of account and records of its business, and upon request will furnish access 10 its books and
records at all reasonable tintes, and will give to the Secured Party any information which it may
reasonably require relating to the Debtor’s business;

the Debtor will punctually pay all rents, taxes, rates and assessments lawfully assessed or
imposed upon any property or income of the Debtor and will punctually pay all debts and
obligations to labourers, workers, employees, contractors, subcontractars, suppliers of materials
and other creditors which, when unpaid, might under applicable federal, provincial, state or other
laws have priority over the Security Interest granted by this Agreement; .

the Debtor will punctually make all payments and perform all of its obligations undér any
conlracts under which any material Collateral is held or to which it is subject;

the Debtor will not, without the prior writtcn consent of the Secured Party:
(i) any change of its name or of any frade or business name used by it;

(i) any change of its place of business, or if it has more than oné place of business, of its
clﬁcf executive office; and

(i)  any merger or amalgamation of the Debtor with any person;
the Debtor will immediately give notice to the Secured Party if:

i) the details of any material acquisition or disposition of Collateral (whether authorized by
the Secured Party or not);

(i)  any material loss of or damage to Collateral;

(iii)  the details of any claims or litigation that could adversely affect the Debtor or the
Collateral in any material way; and

the Debtor agrees not to effect or permit any of the clianges reterred to in clauses (i), (i),
(iti) above unless all filings have been made and all other actions have been taken that are
required or desirable (as determined by the Secured Party) in order for the Secured Party to
continue to have a valid and perfected Sccurity Interest in respect of the Collateral at all times
-following such change;

the Debtor will insure and keep insured the Collateral (or, in the case of any real property, the
buildings located on and constituting part of the Collateral) against loss or damage by fire,
lightning, explosion, smoke, impact by aircraft or land vehicle, riot, windstorm, hail and other
insurable hazards to the extent of its full insurable value, and will maintain all such other
insurance as the Secured Party may reasonably require;

the Debtor will observe the requircinents of any regulatory or governmental authority with
respect to the Collateral, except to the extent any failure to do so would not reasonably be
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5.1

(a)

()

©

(d)

(®)

expected to have a material adverse effect on its business, operations or financial condition or
afTect the priority of the Security Interest created hereunder or affect the rights and remedies of
the Secured Party hereunder; and

the Debtor will not permit the Collateral constituting personal property to become affixed to real
or other personal property (unless the Debtor owns such real or other personal property, and the
Secured Party Tias a Security Interest therein having the same priority as in respect of the
Collateral becoming so affixed) without the prior consent of the Secured Party in writing, and will
obtain and deliver to the Secured Party such waivers regarding the Collateral as the Secured Party
may reasonably request from any owner, landlord or mortgagee of the premises whers the
Collateral is or may be located.

ARTICLE 5
EVENTS OF DEFAULT

Events of Defanlit
The following events constitutc Events of Default hereunder:
if the: Debtor fails to make punctual payment of the Obligations when due;

the Debtor shall fail to maintain in force any or-all of the Insurance in accordance with the terms
of this Agreement; . o . . .

the Debtor shall fail to perform or observe in any materjal respect, any other material covenant,
condition or provision of this Agreement or any agreement relating hereto and such failure to
perform is not remedied within 30 days after recelving notice from the Secured Party of such
failure to perform;

if the Debtor shall (A) institute or commence proceedings to be adjudicated a bankrupt or
insolvent.or consent to the filing of a bankruptey or insolvency proceeding against it, (B) file,
‘institute or commence or otherwise take any proceeding relating to reorganization, adjustment,
arrangement, composition, compromise, stay of proceedings or relief similar to any of the
foregoing under any applicable law regarding bankruptcy, insolvency, reorganization or relief of

debtors (including under the Companies’ Creditors Arrangement Act or the Bankruptey and .

Insolvency Act), (C) consent to the filing of any such proceeding, (D) consent to the appointment
of a receiver, liquidator, trustee or assignee in bankruptey or similar official or to the liquidation,
dissolution or winding-up of the Debtor or of all or a substantial part of its property and assets,
(E) make an assignment for the benefit of creditors, (F) admit in writing its inability to pay its
debts generally-as they become due, (G) generally not be paying its debts as they come due or
othenwise be insolvent, or (H) take any partnership or other action authorizing or in furtherance of
any of the forcgoing;

if any proceeding is filed, instituted or commenced by any Person seeking (A) to adjudicate the
Debtor. a.bankrupt or insolvent or the liquidation, reorganization, winding-up, adjustment,
arrangement, compromise, composition, stay of proceedings or similar refief of or for the Dcbtor
under any applicable law regarding bankruptcy, insolvency, reorganization or relief of debtors
{including under the Conmpanies’ Creditors Arrangement Act or the Bemkruptcy and Insolvency
Aer), or (B) o appoint a receiver, liquidator, trustee or assignee in bankruptey or similar official
of the Debtor or of all or a substantial part of its property and assets, unless such procceding or.
action is being contested at the time in good faith by the Debtor;

WAOA1986\008 NSeptember 2013 Financing\GSA (final) 02.docx




[6)) any representation or warranty made in this Agreement or any other document or report furnished
to the Secured Party in respect of the Debtor or the Collateral is false or misleading in any
material respect;

(e) the Debtor ceases or demionstrates an intention to cease to carry on business or disposes ot
puipotts to dispose of all or a substantial part of its assets;

(h) any of the licenses, permits or approvals granted by any goyernment or any government authority
and niaterial to the business of thie Debfor.is withdrawn, cancclled or significantly altered;

) any material adverse change occurs in the financial position of the Debtor; or

({) the Secured Party cdnsiders that it is insecure, or that the prospect of payment or performance by
the Debtor of the Obligations is or is about to be impaired, ot that the Collateral is or is about to
be placed in jeopardy. :

ARTICLE 6
REMEDIES

6.1 : Acceleratign

Upon the occurrence of an Event of Default (other than an Event of Default specified in
Sections 5.1(d) and 5.1(e)) the Secured Party shall have the option (upon notice to the Debtot) to declare
the Obligations to be immediately due and payable and the Debtor shall immediatcly pay to the Secured
Party all of the outstanding Obligations. Upon the occurrence of an Event of Default specified in'Sections
5.1(d) and S.1{e), the Obligations shall automatically become due and payable to the Secured Party
without any requirement that notice be given to the Debtor and the Debtor shall immediately pay to the
Secured Party all of the outstanding Obligations.

62 Remedies - General

Upon the occurrence and during the continnance of an Acceleration Event, the Secured
Party may, in its absolute discretion:

®) exercise such rights and reinedies as are provided by the PPSA with respect to the Collateral or
any part thereof that constitutes personalty and all other rights and remedies recognized under
Applicable Law against the Debtor or in respect of the Collateral or any part thereof for the
enforcement of full payment and performance of all the Obligations:

(b) cither with or without notice, cnter into and upon and take possession of all or any part of the
Collateral with full power to exclude the Debtor and additionally shall have full power and
authority:

(i) - to carry on, manage and conduct the business operations of the Debtor respecting such
Collateral and the power to borrow money in its own name or advance its own money for
the purpose of such business operations, the maintenance and preservation of such
Collateral or any part thereof and the making of such replacements.thereof and additions
thereto as it shall deem desirable and the payment of taxes, wages and other charges
rapking in priority to the Charge; and
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(i) to reccive the revenues, incomes, issues and profits of such Collateral and to pay

therefrom the costs, charges and expenses of the Secured Party in carrying on the said

' business aperations or otherwise, and to pay all taxes, assessments and other charges

against such Collateral ranking in priority to the Charge the payment of which may be

necessary to preserve such Collateral, and to apply the remainder of the monies so

received in the same manner os if the same arose from a sale or realization of such
Collateral;

{©) cither after entry as aforesaid or after other entries, or without any entry, sell or dispose of the
Collateral, either as a whole or in separate parcels, by private contruct, at public auction, by
public tender, by lease or by deferred payment arrangement;

(d) make any such sale or disposition of the Collateral either for cash or upon credit and upon such
reasonable conditions a5 to upset or reserve bid or price and terms of payment as it may deem
proper; to rescind or vary any contract or sale that may have been entered into and re-sell with or
under any of the powers conferred herein; to adjourn stch sale from time to time; and to execute
and deliver to the purchaser or purchasers of the Collateral or any part thereof, good and
sufficient deed or deeds for the same, and any such sale or disposition made as aforesaid shall be
a perpetual bar at law and in equity against the Debtor and all other Persans claiming the
Collateral or any part or parcel thereof; by, ‘from; through, or under the Debtor, The Secured
Party may hecome a purchaser at any sale of the Collateral or any part thereof;

(e) with ‘or without entry or sale as aforesaid, in its discretion, procced to protect and enforce its
rights under this Agreement by sale under judgment order in any judicial proceeding or by
Toreclosure or & suit or suits in cquity or at law or otherwise whether for the specific performance
of any covenant or agreement contained in this Agreement or in aid of the execution of any power
granted in this Agreement or in aid.of the execution of this Agreement or for the filing of such
proofs of claim and other papers or docunicnts as may be necessary or advisable in order to have
the claim of the Secured Party lodged in any bankruptcy, winding-up or.other judiciat proceeding,
or forthe enforcement of any other légal or equitable remedy as the Secured Party-shall deem
most effective to protect and enfarce any of the rights or duties of the Secured Party; or

® in lieu, of appointing a Recciver as provided in Section 6.6, apply to any court or courts of
competent jurisdiction for the appointment of a Receiver of the Collateral or, any part thereof,
with such pawers as the caurt or courts making such appointment or appointments shall confer.

.63 Possession

The Debtor shall on demand by the Secured Party or any Receiver, following the
occurrence of an Acceleration Event, yield up possession of the Collateral or any part thereof as
demanded by the Secured Party and put no obstacle in the way of, but facilitate by all legal means, the
actions of the Secured Party or any Receiver and not interfere with the carrying out of the powers hereby

granted to the Secured Party or any Receiver,

6.4 Judgment

The Debtor covenants and agrees with the Secured Party that, in the case of any judicial
or other proceeding to enforce the Charge or any part thereof, judgment may be rendered against the
Debtor in favour of the Secured Party for any amount of the Obligations, after the application to the
payment thereof of the proceeds of any sale of the Collateral or any part thereof. The covenant of the
Debtor to pay interest at the rate provided in any agreement giving rise to the Obligations shall not merge
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in any such judgment and such judgment shall bear interest at the applxcablc rate of the Obligations until
such judgment and all interest thereon has been paid in full,

6.5 Account Debtors and Securities Intermediaries

(a) All Persons being a debtor on an intangible or chattel paper, an obligor on an instrument or any
other Person being obligated to pay any account receivable or other debt due, owing or accruing
due to the Debtor are entitled at all times to treat and regard the Secured Party as the assignee and
transferee from the Debtor, entitled in the place and stead of the Debtor to receive such praceeds,
accounts and other debts. The Secured Party may give notice to all ‘or any of such Persons of the
Charge and to remit all such proceeds, accounts and other debts directly to the Secured Party,
whether or not the Debtor was making collections on such Collateral prior to notification by the
Secured Party; and all such Persons shall be fully protected in so treating and regarding the
Secured Party and shall be under no obligation to sce to the dpplication in any particular manner
by the Secured Party of any such proceeds, accounts and other debts received by it. The Debtor
will, at the request. of the Secured Party, furnish the Secured Party with the names of all such
Persons being indebted or obligated to the Debtor.

(b) Al securities intermediariés that are réquired to act upon entitlement orders of the Debtor are
entitled to treat and regard the Secured Party as the entitlement holder, entitled in the place and
stead of the Debtor to give entitlement orders. The Secured Party may give notice to each
securities intermediary with whom the Debtor maintains a securities account and require each
such securities jntermediary to act in accordance with entitlement orders of the Secured Party in
relation to the investment property held in such securities account; and all such securities

intermediaries: shall be fully protected in treating and regarding. the Secured Party as the.
entitlement holder and will be under no obligation to see to the application inm any particular -

manner by the Secured Party -of any investment. property of the Deblor held by the securities
intermediary. The Debtor will, at the request of the Security Party, fumish the Secured Party with

a list of all securities intermediaries with whom the Debtor maintains accounts together with all

relevant account information,

{(c) Any money collected or received by the Secured Party pursuant to paragraph (a) or (b) above
_shall be applied in the manner set out in Section 6.8. The Secured Party shall not be liable or
accountable for its failure to collect, realize, sell or obtain payment of accounts, chattel paper,
instruments, intangibles, investment property, choses in action or rights to payment or any part
thereof and shall not be bound to institute proceedings for the purpose of collecting, realizing or
obtaining payment of the same or for the purpuse of preserving any right to payment of the
Secured Party, the Debtor or any other Person in respect thereof,

(d) All money collected or received by the Debtor in respect of accounts, chattel paper, instruments,
documents of title, intangibles, investment property, choses in action, rights to payment or other
interests of the Debtor described herein shall be held by the Debtor in trust for the absolute use
and benefit of the Secured Party and shall be paid or delivered over to the Secured Party upon
demand in the identical form received and, until demand, shall be held by the Debtor separate and
apart from any other funds belonging to the Debtor or any other funds over which it has
possession or control.
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Receiver

Upbn the occurrence and during the continuance of an Acceleration Event, the Secured

Party may in its nbsolute discretion appoint a Receiver of the Collatera! or any part thereof and upon any
such appointment by the Secured Party the following provisions shall apply:

(@)

®)

‘ (©)

@
()

®

(g)

1)

0

such appointment shiall be made in writing sighéd by the Secured Party and such writing shall be

conclusive evidence for all purposes of such appointment; the Secured Party may from time to

time in the same manner remove any Recéiver so appointed and appoint another in its stead; in
making any such appointment the Secured Party shall be deemed to be acting as the attomney for
the Debtor and the Debtor liereby consents to the appointment of a Receiver;

any such appointment may be limited to any part or parts of the Collateral or may extend to the
whole thereof}

every Receiver may, in the discretion of the Secured Party, be vested with all or any of the
powers, rights, benefits, discretions, protection and relief of the Secured Party hereunder.and shall
be vested with all of the powers and protections afforded to a Receiver under Applicable Law; .

the Secured Party may from time to time fix the reasonable remuneration of the Receiver and

direct the payment thereof, in priority to the ather Obligations, out of the Collateral, the income

therefrom or the proceeds thereof]

the Sccured Party ma)'l from time to time require any Receiver to give .security for the
performance of its duties and may fix the naturc.and amount thereof, but the Secured Party shall
not be bound ta require such security;

‘every such Receiver may, with the consent in writing of the Secured Pajty, borrow money for the

purposc of cerrying on the business of the Debtor in respect of any part of the Collateral or for the
maintenance, protection or preservation of the Collateral or any part thereof, and any Receiver
may issue certificates (in this Section called "Receiver's Certificates”), for such sums as will in
the opinion of the Secured Party be sufficient for camying out the foregoing, and such Receiver's
Certificates may be payable either to order or bearer and may be payable at such time or times as

the Sccured Party may consider expedient, and shall bear such interest as shall therein be declared

and the Receiver may sell, pledge or otherwise dispose of the same in such manner as the Secured
Party may consider advisable and may pay such commission on the sale thereof as the Secured
Party may consider reasonable, and the amounts from time to time payable by virtue of such
Receiver's Certificates shall at the option of the Sccured Party form a charge upon the Collateral
in priority to this Agreement;

every Receiver shall, regarding its acts or omissions, be deemed the agent of the Debtor, and in
no event the agent of the Sccured Party and the Sccured Party shall not, in making or consenting
to such appointment, incur any liability to any Recciver for its remuneration or otherwise
howsoever;

except a3 may be otherwise directed by the Secured Party, all monies from time to time received
by any Receiver shall be paid over to the Secured Party at the place where this Agreement is
payable;and  °

the Secured Party may pay over o any Receiver any monies constituting part of the Collateral to
the extent that the same may be applied for the purposes hereof by such Receiver and the Secured
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Party ‘may from time to tinie-determine what funds any Receiver shall be at liberty to keep on'
hand with a view to the performance of its duties as such Receiver.

6.7 Remedies Not Exclusive

No right, power or remedy herein conferred upon or reserved to the Secured Party or any
Receiver is intended to be-exclusive of any other right, power or remedy or remedies, and each and every
right, power and remedy shall, ta the extent permitted by. Applicable Law, be cumulative and shall be in
addition to every other right, power or remedy given hereunder or naw or hereafier existing at law, in
cquity or by statute. The.Secured Party shall have. the power to waive any default, provided no such
waiver shall be effective unless made in writing and shall not constitute a waiver of any other or
subsequent default. No delay or omission of the Sccurcd Party in the exercise of any right, power or
remedy accruing upon ‘any default shall impair any such right, power or remcdy or shall be. construed to
be a waiver of any such default or an acquiescence therein. Every right, power and remedy given to the
Secured Party or to a Receiver by this Agreement or under Applicable Law may be exercised from time to
time and as often as may be decmed expedient by the Secured Party or such Receiver, as applicable. In
case the Secured Party shall have proceeded to enforce any right under this Agreement and the.
proceedings for the enforcement thereof shall have been discontinued or abandoned for any reason or
. shall have been determined adverscly to the Secured Party, then and in every such case the Debtor and the
Secured Party shall, without any further action hereunder, to the fullest extent permitted by Applicable
Law, subject to any determination in such proceedings, severally and respectively, be restored to their
former positions and rights hereunder and thereafter all rights, remedics and powers of the Secured Party
shall continue as though.na such proceeding had been taken.

6.8 Application of Proceeds

Except as herein otherwise expressly provided, the monies arising from any enforcement
‘in whole-or in part of the Charge, or.from any sale or realizatian of the whole or any part of the Collateral,
whether under sale by the Sccured Party or by judicial process or otherwise, and all incomes, rents and
profits of the Collateral, together with any other monies then in the hands of the Secured Party or any
Receiver available for such purpose, shall be applied against the Obligations in the order, manner and
time as the Secured Party deems appropriate:

(a) first, to pay or reimburse to the Secured Party and any Receiver for the costs, charges, cxpenses,
borrowings, advances and reasonable compensation of the Sceured Party and any Receiver in
connection with the exercise and performance of their duties hereunder, with interest thercon as
herein provided;

(b) second, in or fowards payment of the other Obligations; and

(©) third, the surplus, if any, of such monies shall be paid to whomever may be legally entitled
thereto,

6.9 .Power of Attorney

The Debtor hereby irrevocably constitutes and appoints the Secured Party its trus and
lawful attorney and agent, with full power and authority in the Debtor's name, place and stead from time
to time to do all acts and things and execute and deliver all share transfers, certificates, proxies,
resolutions, consents, assignments, transfers, conveyances and agreements, in such form as the Secured
Party considers necessary or desirable, and to do all things which the Debtor is required to sign, execute
and do hereunder if the Debtor has failed to sign, execute or do the same and generally to use the name of
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the Debtor in the exeicise of all or any of the. powers licreby conferred on the Secured Party, with full
powers of substitution and revocation; provided that this power of attorney may not be exerciscd by the
Secured Party until an Acceleration Event shall have occurred and be continuing, Such appointment and
power of attorney is hereby declared by the Debtor to be an irrevocable power coupled with an interest,

6.10 Deficiency

[f there is any deficiency of payment in respect of the Obligations, the Debtor shall be
- and at all times remain liable for the payment thereof to the Secured Party.

ARTICLE 7
LIABILITIES, WAIVERS AND EXPENSES

| Liability of Secured Party

Neither the Secured Party nor any Receiver shall (i) be responsible or liable for any debts
contracted by it, for damages to Persons or property, for salaries or for non-fulfilment of contracts during
. any period when the Secured Party or any Receiver shall manage or be in possession of the Collateral; (ii)
be liable to account as mortgagee in possession or for anything except actual receipts or be liable for any

loss on realization or for any default or omission for which a mortgagee in'possession may be liable; (iii)
be bound to' do, observe or perform or to see to the observance or performance by the Debtor of any
-obligations or covenants imposed upon the Debtor; or (iv) in the case of any chattel paper, security,
investment property oc instrument, be obligated to. preserve rights against-any othier Persons, The Debtor
hereby waives any provision of Applicable Law permitted to be waived by it which imposes higher or

greater obligations upon the Secured Party or-any Recelver.than aforesaid. ,
12 Mandatory Provisions of Applicable Law

Subject to Section 7.3, all rights, remedies, and powers provided herein may be exercised
only to the extent that the exercise thereof does not violate any mandatory provision of Applicable Law:
and all the provisions of this Agreement are intended to be subject to all mandatory provisions of
Applicable Law which may be controlfing in the premises and to be limited to the extent necessary so that
they will not render this Agreement invalid, unenforceable or not entitled to be recorded, registered or
filed under any mandatory provisions of. Applicable Law. Subject to Section 7.3, if any mandatory
provision of Applicable Law shall provide for different or additional requitements than or to those
* specified herein as prerequisites to or incidental to the realization, sale or foreclosure of the Charge or any
part thereof, then, to that extent, such laws shall be deemed to have been set forth herein at lengih, and
any conflicting provisions hereof shall be disregarded, and the method of realization, sale or foreclosure
of the Charge required by any such laws shall, insofar as may be necessary, be substituted hercin as the
method of realization, sale or foreclosure in lieu of that set forth above, Any provision hereof contrary to
mandatory provisions of Applicable Law shall be deemed to be ineffective and shall be severable from
and not invalidate any other provision of this Agreement.

7.3 Waivers of Applicable Laws

() To the extent not prohibited by Applicable Law, the Debtor hereby waives its rights, if any, under
all provisions of Applicable Law that would in any manner, limit, restrict or atherwise affect the
Secured Party's rights and remedies hereunder or impose any additional obligations on the
Secured Party. The Debtor waives the right to receive any amount which it may now or hereafter
be entitled to reccive (whether by way of damages, fine, penalty or otherwise) by reason of the
failure of the Secured Party to deliver to the Deblor a copy of any financing statement or any
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verification statement issued by any registry that confirms registration of a financing statement
relating to this Agreement and the Debtor-waives its-right to receive a copy of such financing or
-verification statements.

(b) The Debtor hereby authorizes the Secured Party ta provide information to any Person who
requests information under scction 18 of the PPSA or similar legislation and the Secured Party
will not be required to investigate whether or not the inquiring Person is in fact a Person entitled
1o request information pursuant to section (8 of the PPSA or similar legislation.

(c) To the full cxtent that it may lawfully do so, the Debtor hereby:

(i) waives and disclaims any benefit of, and shall not have or assert any right under any

© statute or rule of law pertaining to, the marshalling of assets or any other matter

whatever, to defeat, reduce or affect the rights of the Secured Party under the terms of

this Agreement to a sale of the Collateral or any part thereof or for the collection of all
amounts secured hereby;

{ii) agrees that it shall not have or assert any right or equity of redemption or any right under
any statute or otherwise to redeem the Collateral or any part thereof after the completion
of the sale hereunder to any Person, whether such sale is by the Secured Party, any

. Receiver or otherwise, notwithstanding, that the Secured Party may have purchased
same;

(iii) agrees that the Land Contracts (Actions) Act (Saskatchewan) shall have no applmatmn t0
any action (as defined in such Act) with respect to the Charge; and

(iv)  agrees that the Limitation of Civil Rights Act (Saskatchewan) shall have no application to:
(A)  this Agreement or any instrument or agreement in implementation hereof;

(B)  any Sccurily Interest or security for the payment of money made, given or
created pursuant to this Agreement or such instruments or agreements;

(C)  any agrecment or instrument entered into at any time hereafter by the Debtor
renewing or extending or collateral to this Agreement; or

. (D) therights, powers or remedies of the Secured Party or any Recciver under any of
the foregoing agreements or instruments.

() The Debtor hercby agrees that any payments from instrance monies shall be applied in the
manner set out in Section 6.8.

7.4 Expenses .
If the Debtor fails to pay any amounts required to be paid by it under this Agreement or
to observe or perform any of the covenants and obligations set forth in this Agreement to be observed or
performed by it, the Secured Party and any Receiver may, but shall be under no obligation to, pay such
amounts or do such acts or things as may be required to ensure such obscrvance and performance, without
waiving any of its rights under this Agreement. No such payment, act or thing by the Secured Party or
any Receiver shall relieve the Delitor from any default under this Agreement or the consequences of such
default. The reasonable expenses (including the cost of any insurance, environmental assessment or audit
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and payment of taxes or other charges and legal fees and expenses on a solicitor and his own client, full
indemnity, basis) paid by the Secured Party or any Receiver in réspect of the care, custody, preservation,
use or operation of the Collateral, shall be deemed advanced. to the Debtor by the Secured Party or such
Receiver, shall become part of the Obligations, and shall, from the time they are paid by the Secured
Party or such Receiver until repaid by the Debtor, bear interest at the highest rate applicable to the
Obligations. In addition, the Debtor shall pay all:reasonable expenses (including legal fees and expenscs
on a solicitor and his own client, full indemnity, basis) incurred by the Secured Party or any Receiver in
connection with the preparation, perfection, execution, protection, enforcement of and advice with respect
to this Agrecment (including the realization, disposition, retention, protection or collection of the
“Collateral or any part thereof and the protection and enforcement of the rights of the Secured Party and
any Receiver hereunder together with all remuneration paid to a Receiver and all costs, charges and
expenses of or incidental to any receivership) and such expenscs shall become part of the Obligations, and
shall, from the time they-ere paid by the Secured Party or such Receiver until repaid by the Debtor, bear
~interest at the highest rate applicable to the Obligations,

7.5 Indemnity

The:Debtor will-and docs hereby indemnify and save harmless the Secured: Party, every
Receiver and their respective directors, officers, employees and agents from and against any and afl
linbilities, actions, claims, judgments, obligations, costs, charges or expenscs, including legal fees and
expenses on a solicitor and his own client, full indemnity, basis, made against or incurred by the Secured
Party or any Receiver as a result of taking this Agreement, The Secured Party and every Receiver shall
have the right 'to defend against any such liabilities, actions, claims and charges and to claim from the
Debtor all expenses incurred in connection therewith, together with all legal fees and expenses on a
solicitor and his own client, full indemnity, basis that may be paid in connection therewith. It is
understood and agreed that the covenants and conditions of this Section shall remain in full force and
effect notwithstanding the payment of the Obligations or the-release of the Charge. - - c

7.6 . Environmental Indemnity

(@) The Debtor shall forthwith on demand fully indemnify, defend and save the Secured Party, any".

Receiver and their respective directors, officers, employecs and agents, and-any of them, (in this
- Section any one or more or all of such persons is referred to as the "Indemnified Party")
harmless from and against any and all indebtedness, liabilitics, obligations, losses, claims,
damages and expenses (including all legal fees on a solicitor and his own client, full indemnity,
basis and accountant fees and expenses, court costs and all other reasonable out-of-pocket
expenses) suslained, paid, incurred or suffered by the Indemnified Party arising in any manner

whatsoever out of or as a result of any Environmental Liabilities directly or indirectly relating to -

or affecting the Debtor or its asscts and properties (all or any item or part of the forcgoing
indebtedness, liabilities, obligations, losses, claims, damages aund expenses are referred to in this
Section as a "Loss"), The Debtor acknowledges that the Secured Party is eutering into the
provisions of this Section 7.6 on its own behalf and as agent and trustee for any Receiver and the
directors, officers, employees and agents of the Secured Party and any Receiver.

()] If any clain (in this Section referred to as a "Claim") shall be asserted by any person against the

Indemnified Party which may give rise to a Loss, the Indemnified Party shall promptly notify the

Debtor of alf particulars of such Claim upon learning of same. The failure to give any such

notice, however, shall not affect the Debtor's liability to indemnify the Indemnified Party unless

- such-failure adversely.and materially affects the Debtor’s ability to defend, object to, oppose or
contest that Claim.
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‘() The Debtor shall.at all times have the right, if no Event of Default has occurred and is continuing,
but shall not be required, at its sole expense to resist, defend and compromise any Claim in tle
name of the Indemuified Party, by legal counsel reasonably acceptable to the Indemnified Party
who will co-operate in such defence on a reasonable basis; provided that the Indemnificd Party
shall have the right to participate in tlie défence or compromise of any Claim by other legal
counsel of its choosing if the Indemnified Party, acting reasonably, determines it should so
purticipate; provided that subject to ‘Section 7.6(d) the fees and disbursements of such other
counsel shall be paid by the Debtor. Except during the continuance of an Event of Default, the
Debtor may efTect any settlement or compromise of any Claim without the written consent of the
Indemnified Party, provided it obtains a full release of such Claim for the benefit of -the
Indemnificd Party. Notwithstanding anything herein to the contrary, the Debtor on its own behalf

must defend diligently and reasonably throughout the period while such Claim exists. -If the

Debtor exercises its rights under this Section 7.6, it may not, after the occurrence of an Event of
Default which is continuing, compromise or otherwise settle a Claim without the consent of the
Indemnified Party suffering such Claim, which consent shall not be unreasonably withheld or
delayed. The inability of the Debtor to pay such Claim in full shall constitutc a sufficient reason
to withhold such consent. - -

(d) The Debtor shall not, in connection with any Claim in the same jurisdiction, be liable for the fees
and expenses of more than one separate legal firm for the Indemnified Partics unless such

representation by the same legal counsel would be inappropriate due to actual or potential’

differing interests or the employment thercof has been specifically authorized by the Debtor in
writing and such firm or firms shall be designated in writing by the Secured Party on behalf of
each Indemnified Party. MR . R :

ARTICLES
REGISTRATION AND DISCHARGE,

8.1 Composite Security Agreement

‘This Agreement is a composite agreement covering the Collateral of the Debtor located
in various Provinces and Territories of Canada and, as to portions of the Collateral located in such
separate jurisdictions, this Agreement shall be a separate security agreement enforceable against the
Debtor without regard to the application of this Agreement to portions of the Collateral located in other
Jurisdictions. All provisions héreof shall be applicable separately 1o the portions of the Collaterel located
in each separate jurisdiction with the same effect as if a separate security agreement with respect thereto
had been executed and delivered by the Debtor to the Secured Party. Upon-the reasonable request of the

Sccured Party, the Debtor shall prepare, ‘execute and deliver, at its expense, a.separate security agreement .

covering the portion of the Collateral located in any such jurisdiction or jurisdictions, such scparate
security agreement to be substantially in the form hereof except for such modifications as shall be
required by the fact that such security agreement relates only to the property of the Debtor located in such
jurisdiction or jurisdictions or as may be required by the Secured Party in'connection therewith.

82 Further Assurances

The Debtor hereby covenants and agrees that it will at all times do, execute, acknowledge
and deliver or cause to be done, executed, acknowledged and delivered all such further acts, deeds,
mortgages, hypothecs, transfers, assignments and assurances as the Secured Party may reasonably require
for the better assuring mortgaging, charging, transferring, assigning, granting, delivering and confirming
unto the Secured Party the Collateral, or any part thereof, and for the better accomplishing and
effectuating the purpose of this Agrecment, including the execution and delivery of agreements
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(iv)  distributions payable by the Borrower under the LP Agreement shall not be
payable for the months of September 2013 through and inclusive of January
20185 and” IO RO . . .

(v)  commencing February 2014, distributions shall be payable by the Bomower in
accordance with the terms of the LP Agreement; .

® evidence of the appointment of Michael Clements as CEO of the GP;
(h) evidence that Michael Strachan is President of the GP;

() a certificate of status/compliance or partnership search, as applicable, dated on or about
the date hereof in respect of the GP, ISO and the Borrower in its jurisdiction of
incorporation or formation;

)] legal opinions from counsel to the Borrower, the GP and ISO;

&) consent by HSBC Bank Canada in respect of grant by 1SO of the Sceurity Documents to
which it is a party;

) consent by each of the Lender and Sears in respect of the Hot Water Business Sale; and

.(m)  all necessary governmental, regulatory, shareholder and oﬁa consents and approvals
required to be obtained, if any, by the Borrower and the Guarantors in connection with
the transactions contemplated by this Loan Agreement and the Security Documents.

The conditions in this Section 8 are inserted for the sole benefit of the Lender and may be waived by the
Lender in whole or in part (with or without ferms or conditions).

9. Representations and Warranties
The Borrower represents and warrants as follows:

(a) Creation and Power. The Bomower is a corporation or limited partnership, as
applicable, duly incorporated or formed, as applicable, and existing under the laws of its
jurisdiction of incorporation or formation. The Borrower has the corporate or
partnership, as applicable, power and capacity to enter into and perform its obligations
under this Loan Agreement the Security Documents.

) Authorization, The cxecution and delivery of, and performance by the Borrower of its
obligations under, this Loan Agreement and the Security Documents to which it is a party
have been authorized by all necessary corporate and partnership action, as applicable.

©) No Conflict. The execution and delivery of, and performance by the Borrower of their
respective obligations under this Loan Agreement and the Security Documents to which

it is a party:
® docs not constitute or result in a violation or breach of, or conflict with, or allow

any person to exercise any rights under, any of the terms or provisions. of its
respective articles or by-laws or its partnership agreement, as applicable, or under
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any material contract, license or instrument to which it is a party or to which its
assets or business operations are subject;

(i)  do not result in a breach of, or cause the termination or revocation of, any
governmental or other authorization held by it that is necessary to the ownership
of its assels or the operation of its business; and

(iii)  donot result in the violation of any applicable law.
@ Execution and Binding Obligation. This Loan Agreement and the Security Documents

to which it is a party have been duly executed and delivered by it and constitute legal,
valid and binding agreements of it, each enforceable against it in accordance with its

terms, subject only to any limitation under applicable laws relating to (i) bankruptcy, .

winding-up insolvency, arrangement, fraudulent preference and conveyance, assignment
and preference and other similar laws of gencral application affecting creditors' rights,
and (ii) the discretion that a court may exercise in the granting of equitable remedies
including specific performance and injinction,

(e) No Event of Default. As of the date hereof, no Event of Default has occurred and is
. continuing and no event has occurred which with the giving of notice, lapse of time, or
both, would constitute an Event of Default.

) Title to Properties. It has good and valid title to its property, subject only to Permitted
Encumbrances (as defined below). It is entitled to charge or pledge its interests in its
property in favour of the Lender as provided in the Security Documents to which it is a
party without the need to obtain any consent of or release from any other person which
has not been obtained and such property is not held in trust by it for any person.

®) The sole partners of the Borrower are the GP and the Lender and its sole general partner
is the GP.,

10. Covenants

So long as any amounts owing hereunder remain outstanding, the Borrower covenants and agrees
as follows:

(2) Punctual Payment. It shall make all payments when due hereunder.

(b) Existence. It shall do or cause to be done all things necessary or desirable to maintain the
Borrower'scorporate or partnership existence, as applicable, and the Borrower's corporate or
partnership, as applicable, power and capacity to own its property and asscts.

(c) Compliance with applicable law and contracts. It shall comply in all material respects
with the requirements of all applicable laws, rules and regulations applicable to it and all
material contracts to which it is a party or by which it or its property is bound, including,
without limitation the Concession Agreement and the Transition Agreement.

(d) Payment of taxes and claims. It shall cause to be paid and discharged all taxes, remittances,
source deductions and other claims payable by it.
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(¢) Tnsurance, It shall maintain adequate insurance in respect of its assets, property and
undertaking, as is customary in the case of businesses of established reputation engaged in the
same or similar businesses and to the extent available on commercially rcasonable terms,
with reputable insurance companies (and in any event at least to the extent required by the
Concession Agreement) and will provide the Lender with copies of all insurance policies or
certificates relating thereto if so requested. All such insurance policies will contain a loss
payable clause and mortgage clause in favour of the Lender and Sears, in accordance with the
Intercreditor Agreement. '

(f) Maintain Title to Propertics, It shall maintain good and valid title to its assets, property and
undertaking, subject only to the following (the "Permitted Encumbrances"):

0] liens for taxes, rates, assessments or other governmental charges or levies not yet
due (or if overdue are being contested by such person diligently and in good faith
by appropriate proceedings and then, only for so long as such contestation
effectively postpones the rights of the holders thereof to enforce such liens);

(i)  Purchase Money Security Interests and capital leases which Purchase Money
Security Interests and capital leases, in respect of the Borrower, do not at any
time secure obligations exceeding $2,000,000 in the aggregate;

(i), inchoate liens, charges or cncumbrances imposed or permitted by laws such as
garagemens' liens, carriers' liens, builders’ liens, materialmens' licns and other
liens, privileges or other charges of a similar nature which relate to obligations
not due or delinquent or if due or delinquent are being contested by such person
diligently and in good faith by appropriate proceedings;

- (iv) . liens to secure its assessments or current obligations which are not at the time
overdue or otherwise dischargeable by the payment of money, and which are
incurred in the ordinary course of its business under workers' compensation laws,
employment insurance or other social security legislation or similar legislation,
provided that such liens arc in amounts commensurate with such current
obligations;

) liens or any rights of distress reserved in or exercisable under any lease or
subleasc to which it is a lessee which secure the payment of rent or compliance
with the terms of such lease or sublease, provided that such rent is not then
overdue and it is then in compliance in all material respects with such terms;

(vi)  the right reserved to or vested in any governmental or regulatory body by the
terms of any lease, license, grant or permit or by any statutory or regulatory
provision to terminate any such lease, license, grant or permit or to require
annual or other periodic payments as a condition of the continuance thereof;

(vii) pood faith deposits made in the ordinary course of business to secure the
performance of bids, tenders, contracts (other than for the repayment of borrowed
money), leascs, surety, customs, performance . bonds and other similar
obligations;
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(viii) . security granted to Sears in accordance with the Concession Agreement or
" Trensition Agreement;

(ix)  any security in favour of the Sears which is subject to, and granted in accordance
with, the terms of the Intercreditor Agreement;

(x)  any sccurity in favour of the Lender which is subject to, and granted in
accordance with, the terms of the Intercreditor Agreement;

(xi)  any sccurity which sccurcs the obligaﬁons of the Borrower or GP under a credit
agreement that may be entered into by the GP with a financial institution or a
syndicate of financial institutions as lenders thereunder (as the same may be
further amended, modified, supplemented or restated from time to time in
accordance with the provisions thereof, the "Senior Credit Agreement");

(xii) any security crcatcd by any of the Security Documents; and
(xiii) other cncumbrances agreed to in writing by the Lender from time to time,

and to minor defects of title which in the aggregate do not affect its rights of ownership
therein or the value thereof in any material way. In this Loan Agreement, the term *Purchase
Money Security Interest” means any lien, charge or other encumbrance created by the
Borrower securing indebtedness incurred to finance the acquisition of personal property;
“provided that (i) such encumbrance is ‘created substantially simultancously with the
acquisition of such personal property, (ii} such encumbrance does not at any time encumber
any personal property other than the personal property financed by such indebtedness, (iii)
the amount of indebtedness secured thereby is not increased subsequent to such acquisition,
.and (iv) the principal amount of indebtedness secured by any such encumbrance at no time
exceeds 100% of the original purchasc price of such property at the time it was acquired.

(g) Operation of Properties. It shall operate its respective property in accordance with sound
industry practice, with all insurance policics and in all material respects with applicable laws.

' (h) Protection of Sceurity. 1t shall do alf things reasonably rcquested by the Lender ta protect
and maintain the Security Documents and the priority thereof contemplated hereby in relation
to other persons in each jurisdiction in which it may do business or have assets.

(i) Security Interests. It shall ensure that the security interest granted by it to the Lender as
security for its obligations under this Loan Agreement is at all times a valid and enforceable
security interest, perfected in the Provinces of Ontario and Alberta (and any other jurisdiction
in which it may do business or have assets from time to time) and ranking ahead of all other
liens, charges or other security interests, except as otherwise contemplated by this Loan
Agreement or the [ntecreditor Agreement.

()] Finailcial'iieportlng. The Borrower shall provide the Lender with the following:

6] quarterly unaudited financial statements for itself and GP within 30 days of the

end of each fiscal quarter;
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(i)

(iii)

annual audited financial statements for itself and GP within 90 days of the end of
each fiscal ycar; and

such other financial and operating statements and reports for itself and GP as the
Lender may rcasonably request from time to time.

(k) Notice of Event of Default and other matters. The Borrower shall, as soon as practicable
after it shall become aware of the same, give notice to the Lender of the commencement of
any proceeding against, any development which might have a material adverse-effect upon its
ability to perform its obligations under this Loan Agreement or its or the Guarantors ability
(taken as a whole) to perform their respective obligations under the Security Documents to
which they are a party or any Event of Default of which it has knowledge, giving in each case
the details thereof and specifyihg the action proposed to be taken with respect thereto.

() Limitation on Change or Cessation of Business, It shall not alter the nature of the business
conducted by it or cease to carry on such business,

(m) Limitation on Indebtedness. It shall not incur any any indebtedness for borrowed money or
provide any guarantee or financial assistance to another person in respect thereof, other than

the following:
Q) indcbte(incss under this Loan Agreement;
(i) indebtedness under the Scars Loan Agrcement;
(iii)  indebtedness under the Concession Agreement and the Transition Agreement;
(iv)  indebtedness to the Lender which is subject to the Amended and Restated
Postponcment Agreement; and
(v)  indebtedness which is either secured by a Permitted Encumbrance or unsecured

and which does not in the aggregate exceed $3,000,000;

(n) Limitation. on Liens. It shall not provide or pcrmit a sccurity interest, charge, encumbrance
or other lien over any of its assets property or undertaking, except for Permitted
Encumbrances.

(o) Limitation on Distributions. It shall not make:

. (@)

(ii)
(iif)

@iv)

any declaration or payment of dividends, distributions, fees or management fees
of any kind dircctly or indirectly to any of its unitholders or affiliates;

any repurchase, retraction or redemption of its units;

any repayment of any amount of principal, interest or other amounts in respect of
any indebtedness for borrowed money owed to any afTiliate; or

" any loan or advance that is made in favour of a holder of its units or an affiliate,
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in each case whether any of the foregoing is made, paid or satisfied in or for cash, property or
both, unless all indebtedness under the Loan Agreement has been fully and finally paid;
provided that the Lender acknowledges and agrees that (a) the Borrower may make
distributions to the Lender as permitted under, and in accordance with, the terms of the
Postponement Agreement (the “Alaris Distributions™), unless and until an Event of Default
has occurred and is then continuing or would reasonably be expected to occur as a result
thereof; and (b) in addition to the Alaris Distributions, the Borrower may make payments of
normal salary, bonus, management fees or other remuneration to its shareholders in
connection with such services rendered to the Borrower which are payable in the ordinary
course.

EE A
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(p) Limitation on Mergers, Amalgamation and Consolidations. It shall not merge,
amalgamate or consolidate with another person or enter into any corporate reorganization or
merger, or liquidate, wind-up or dissolve itself, or permit any liquidation, wind-up or
dissolution; D

e eI -

(q) Limitation on Asset Dispositions. It shall not make any dispositions of its assets, other than
the following: '

0] inventory in the ordinary course of business;
(i)  used, surplus, obsolete or worn-out property for nominal consideration;
(iii)  other property to arm's length third parties for fair market value, provided the

aggregate amount of such asset dispositions does not exceced the amount of ¢cqual
to 5% of the Borrower’s consolidated tangible assets in any fiscal year; and

(iv) " in connection with the Hot Water Business Sale.

* (r) Limitation on Transactions with Affiliates. It shall not enter into any transaction
(including, without limitation, the purchase, sale or exchange of any property or the . L
rendering of any services) with any of its affiliates, or with any of its or their directors or
officers, or enter into, -assume or suffer to exist any employment, consulting or analogous ;
agreement or arrangement with any such affiliate or with any of its dircctors or officers, {',
except a transaction or agreement or arrangement which is in the ordinary course of business
of the Borrower and such affiliate and which is upon fair and reasonable terms not materially
less favourable to the Borrower or applicable affiliate than it would obtain in a comparable
arm's length transaction.

(s) Most Favourcd Lender. In the event that the Borrower or GP enters into, assumes or
otherwise agrees to or becomes bound by or becomes obligated under any other agrecment in :
respect of indebtedness which pravides for any covenants which are either in addition to the ,
covenants contained herein (each, an "Additional Covenant™) or if provided for herein, are
on terms which are more restrictive or onerous (each, a "Restrictive Covenant") than the
terms of the equivalent covenant contained in this Loan Agreement, then this Loan
Agreement shall be automatically deemed to be amended to include such Additional
Covenant or to revise the equivalent existing covenant herein to-correspond with the-more
restrictive or onerous terms of such Restrictive Covenant, as applicable, effect as of the date
the Borrower or GP, as applicable, becomes subject to such Additional Covenant or
Restrictive Covenant. Upon the request of the Lender, the Borrower shall promptly execute
and deliver, at its expense (including the fees and expenses of the Lender and its counsel in

P L

.
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connection therewith), an amendment to this Loan Agreement in form and substance
‘satisfactory to the Lender; provided for certainty that the execution and delivery of such
amendment shall not be a precondition to the effectiveness of the amendments deemed to be
made pursuant to this subsection (s).

() Hot Water Business Sale of Hot Water Business. The Borrower shall be required to
complete a sale (the "Hot Water Business Sale™) of its hot water business, being on the date
of this Loan Agreement, the water heater equipment owned by the Borrower and rented to
customers of the Borrower, together with all rental contracts and asscts and liabilities
associated thercwith, on the followmg conditions:"

a.

b.

the Hot Water Business Sale shall be completed by no later than March 31, 2014; and

a minimum of $1,000,000 of the proceeds of the Hot Water Business Sale to be paid to
each of the Lender and Sears as a repayment of the Loan and the Sears Loan,
respectively, and on an equal basis.

11.  Events of Default

Any one or more of the following described events that has occurred and is continuing constitutes
an "Event of Default” with respect to this Loan Agrcement:

(@

(b)

(©)

(d)

W:\06/98610057\Sep

the Borrower shall fail to make any payment on account of the Principal Sum or Intcrest

(or portion thereof) on the applicable date due hereunder and such failure remains
unremedied for 3 business days; ‘

if a decree or order of a court of competent jurisdiction is entered adjudging the Borrower
or a Guarantor bankrupt ar insolvent under the Companies' Creditors Arrangement Act
(Canada), the Bankruptcy and Insolvency Act (Canada) or any other bankruptcy,
insolvency or analogous laws or ordering the winding up or liquidation of its affairs and
the continuance of any such decree or order remains unstdyed and in cﬁ'ect fora penod of
30 consccutive days; SR

if the Borrower or a Guarantor makes any assignment in bankruptcy or makes any other
assignment for the benefit of creditors, makes any proposal under the Bankruptcy and
Insolvency Act (Canada) or any comparable law, seeks relief under the Companies’
Creditors Arrangement Act (Canada) or any other bankruptey, insolvency or analogous
law, files a petition or proposal to take advantage of any act of insolvency, consents to or
acquiesces in the appointment of a trustee in bankruptcy, receiver, receiver and manager,
interim receiver, custodian, scquestrator or other person with similar powers of itself or
of all or any substantial portion of its assets, or files a petition or otherwise commences
any proceeding seeking any reorganization, arrangement, composition, administration or
readjustment under any applicable bankruptcy, insolvency, moratorium, reorganization or
other similar law affecting creditors’ rights or consents to, or acquiesces in, the filing of
such assignment, proposal, relief, petition, proposal, appointment or proceeding;

any of the representations and warrantics of the Borrower or a Guarantor in Section 9

above and any of the Security Documents, proves to be incorrect, false or inaccurate in
any matcrial respect as of the date hereof;
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(e)  the Borrower or a Guarantor fails to comply with any of the covenants contained herein
not otherwise referenced in this Scetion 11, or in any Security Document to which it is a
party, and where capable of being remedied, such failure remains unremedied for 30 days
after receipt by the Borrower of written notice thereof from the Lender;

(f). failure of the Borrower to complete and consummate the Hot Water Business Sale upon
the terms and conditions specified in Section 10(t) herein;

(2 the sale of all or substantially all of the assets of the Borrower;

(h)  achange of control occurs; where "change of control” means if after the date hereof any
person acquires, directly or indirectly, alone or in concert with other persons, over a
period of time or at any one time, units in the capital of the Borrower aggregating in
excess of 50% of all of the then issued and outstanding voting securities of the Borrower;

() an "Event of Default" as dofined in the Concession Agreement, in each case has
occurred and is continuing which results in the acceleration of indebtedness thereunder
prior to the stated maturity thereof, the termination of such agreement prior to its stated
termination date or the exercise of material rights and remedies by the Lender or other
counterparty thereunder, as applicablc; or

)] the Borrower or a Guarantor challenges or threatens to challenge the validity or
enforceability of this Loan Agreement or any of the Security Documents to which it is a
party.

12, Remedieé

Subject to the provisions of the Intercreditor Agreement, upon the occurrence of any Event of
Default, the Lender may declare all outstanding amounts hereunder to- be immediately due and payable
and pursue any right or remedy provided herein or otherwise allowed by law. The Lender may pursue any
such rights or remedies separately, together or successively. Exercise of any such right or remedy shall
not be deemed an election of remedies. Extension of time for payment of all or any part of the amounts
owing hereunder at any time, or failure of the Lender to enforce any of its rights or remedies hereunder,
shall not release the Borrower and shall not constitute a waiver of the rights of the Lender to enforce such
rights and remedies thereafter.

13.  Default Interest
Any amount owing hereunder which is not paid when due (including, without limitation, overdue
and unpaid interest) shall bear interest at the rate aforesaid plus 2.0%, calculated and compounded on the

last business day of cach calendar month, and shall be paid without the necessity for any demand being
made, but if demand is made, on demand.

14.  Governing Law

This Loan Agreement has been executed under and shall be construed and enforced in accordance
with the laws of the Province of Alberta.
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IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT
ACT, R.S.C. 1985, C. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SEARS CANADA INC., CORBEIL ELECTRIQUE
INC., S.L.H. TRANSPORT INC., THE CUT INC., SEARS CONTACT
SERVICES INC., INITIUM LOGISTICS SERVICES INC., INITIUM
COMMERCE LABS INC., INITIUM TRADING AND SOURCING OCRP.,
SEARS FLOOR CLVERING CENTRES INC., 173470 CANADA INC.,
2497089 ONTARIO INC., 6988741 CANADA INC., 10011711 CANADA
INC., 1592580 ONTARIO LIMITED, 955041 ALBERTA LTD., 4201531
CANADA INC., 168886 CANADA INC., AND 3339611 CANADA INC.

Court File No. CV-17-11846-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(Commercial list)

PROCEEDING COMMENCED AT
TORONTO

MOTION RECORD
VOL. 1

MCKENZIE LAKE LAWYERS LLP
1800-140 Fullarton Street
London ON NG6A 5P2

Michael J. Peerless (34127P)
Sabrina Lombardi (52116R)
Emily Assini (59137J)

Tel: 519-672-5666
Fax: 519-672-2674

Lawyers for the Moving Party/Creditor




