Court File No. CV-11-9412-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF AN APPLICATION UNDER SECTION 243(1)
OF THE BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, ¢. B-3, AS AMENDED

AND IN THE MATTER OF SECTION 101 OF
THE COURTS OF JUSTICE ACT, R.S.0. 1990, c. C.43, AS AMENDED

BETWEEN:
BANK OF MONTREAL
Applicant

-and -

BODKIN FINANCIAL CORPORATION,
BODKIN CAPITAL CORPORATION AND BODKIN LEASING CORPORATION

Respondents

FACTUM OF THE APPLICANT
(application returnable October 7, 2011)

BORDEN LADNER GERVAIS LLP
Barristers and Solicitors

Scotia Plaza, 40 King Street West
Toronto, Ontario M5H 3Y4

SAM P. RAPPOS
Tel: 416-367-6033
Fax: 416-361-7306
LSUC#: 513998

TO: THE SERVICE LIST H. ALEXANDER ZIMMERMAN
Tel: 416-367-6003
Fax: 416-361-2520
LSUC#: 17663W



PART I: OVERVIEW

1. The Applicant, Bank of Montreal (“BMO” or the “Bank”), brings this application for the

appointment of PricewaterhouseCoopers Inc. (“PwC™) as the receiver (the “Receiver”) of the

property, assets and undertaking of the Respondents, Bodkin Financial Corporation

(“Financial”), Bodkin Capital Corporation (“Capital”) and Bodkin Leasing Corporation

(“Leasing”, and together with Financial and Capital hereinafter referred to collectively as

“Bodkin™) pursuant to section 243 of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as
amended (the “BIA”) and section 101 of the Courts of Justice Act, R.S.0. 1990, c. C.43, as
amended (the “CJA”).

2. The appointment of a Receiver is just and convenient in the circumstances, as:

(2)

(b)

(©)

(d

(©)

the appointment is supported by Bodkin’s primary secured creditors, the Bank and
Sun Life (as defined below), and is not opposed by Bodkin;

Bodkin has repeatedly been in breach of its financial covenants to the Bank and
has maintained margin deficits under Financial’s operating credit facility with the

Bank for a 20-month period;

Bodkin has been in breach of its financial covenants to Sun Life under its
securitization facility, which was placed in an event of termination position in
February 2010 and expired in January 2011 without any further financing

commitment from Sun Life;

the Bank demanded repayment of Financial’s obligations under the credit
facilities and the guarantees granted by Capital and Leasing on October 3, 2011
following a lengthy forbearance period, and the Bank is not prepared to continue
to finance the acquisition of additional new and used equipment and vehicles for

lease to Bodkin’s customers;

the Bank has delivered notices of its intention to enforce its security on September
2, 2011, the 10-day period under section 244(2) of the BIA has since expired, and

the Bank is entitled to appoint a Receiver by instrument in writing and/or seek the



®

(2

(h)

-2

Court-appointment of a Receiver upon a default under the applicable security

documents;

the Bank is unaware of any sources of liquidity available to Bodkin to permit
Bodkin to meet its working capital obligations as they come due and continue to
operate in the ordinary course of business, and Bodkin’s business will be
adversely affected and the collectability of Bodkin’s property will be negatively

impacted if a Receiver is not appointed;

the appointment is necessary to complete a proposed sale transaction that, if
finalized, will provide continued employment to the majority of Bodkin’s current

employees; and

the appointment will allow for a Court-officer to receive and distribute the
proceeds of Bodkin’s property, which should be sufficient to repay the Bank
under the BMO credit facilities in full and may result in surplus proceeds being
available for distribution to the subordinate creditors of Bodkin and potentially

the shareholders of Bodkin,

3. Accordingly, the Bank is of the view that, having regard to all the circumstances,

including the rights and interests of all parties in Bodkin’s property and business, the

appointment of a Receiver is just and convenient in the circumstances and respectfully requests

that this Honourable Court grant its application.

Background

PART II: FACTS

4. Bodkin carries on business as a provider of vehicle and equipment financing to

commercial customers nationally. Each of the Respondents has its head office in Mississauga,

Ontario and employed thirty-two (32) full-time employees, one (1) part-time employee, and four

(4) contract staff as of September 27, 2011.
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Affidavit of Paul James Findlay sworn October 3, 2011 (the “Findlay Affidavit”),
Application Record, Volume I, Tab 2, paras. 3, 6 and 7,

Relationship with BMO

5. BMO has provided credit facilities to Financial since May 2004 for the purpose of
financing Bodkin’s operations. The credit facilities include an operating facility to finance daily
business operations, a demand wholesale leasing credit facility to finance the acquisition and
leasing of new and used vehicles, a demand credit facility to finance the acquisition and leasing
of new and used heavy duty trucks and trailers, and a demand credit facility to finance the

acquisition and leasing of specific types of new equipment.

Findlay Affidavit, Application Record, Volume I, Tab 2, paras. 8-9.

6. As of September 30, 2011, an aggregate principal amount of $10,354,803.27 was
outstanding under the BMO credit facilities, exclusive of all applicable costs, fees and interest,
and each of the credit facilities, other than the operating credit facility, was fully drawn. The
indebtedness owed by Financial to the Bank under the BMO credit facilities is payable to the

Bank on demand, which demand the Bank is entitled to make at any time in its sole discretion.

Findlay Affidavit, Application Record, Volume I, Tab 2, paras. 10, 12 and 13.

7. BMO obtained guarantees from Capital and Leasing in May 2004 that guarantee payment
of all present and future debts and liabilities owed to the Bank by Financial, up to a maximum

amount of $35 million.

Findlay Affidavit, Application Record, Volume I, Tab 2, para. 11.

8. Each of Financial, Capital and Leasing have, amongst other things, respectively granted
to the Bank, as security for their respective obligations under the BMO credit facilities and the

guarantees:

(a) a security interest in all of their present and future inventory, equipment,
intangibles, chattel papers, documents of title, instruments, money and securities,

and any proceeds therefrom;
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(b) a floating charge in all of their present and future undertaking and all of their
present and future property and assets, real and personal, movable or immovable,

of whatsoever nature and kind, subject to the exceptions set forth therein; and

(c) a security interest in all vehicles purchased with funds provided by the Bank, all
leases with respect to such vehicles and all rights, benefits and proceeds arising

out of such vehicles or leases.

Findlay Affidavit, Application Record, Volume I, Tab 2, para. 16.

9. Each of Financial, Capital and Leasing has respectively agreed that, upon a default under
the applicable security document, the Bank is entitled to appoint a Receiver by instrument in

writing and/or seek the Court-appointment of a Receiver.

Findlay Affidavit, Application Record, Volume I, Tab 2, para. 18.

10.  The Bank has registered its security interests in the property of each of Financial, Capital
and Leasing with the registries maintained under the Personal Property Security Act in every
province and territory in Canada (other than the Province of Quebec), and has registered its
hypothecs over the property of each of Financial, Capital and Leasing in the Registrar of

Personal and Movable Real Rights maintained in Quebec.

Findlay Affidavit, Application Record, Volume I, Tab 2, para. 18-19.

Relationship with Sun Life

11. In addition to the BMO credit facilities, Capital and Leasing have entered into a
securitization arrangement with Sun Life under which Capital and Leasing make bulk
assignments of equipment and vehicle leases to Sun Life, from time to time, with the price of the
assignments being the net book value of the assigned leases, less a discount calculated at a rate

provided therein.

Findlay Affidavit, Application Record, Volume I, Tab 2, paras. 21- 22,

12.  The net present value of the lease receivables assigned to Sun Life was approximately
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$143,123,767 as of August 31, 2011, and the Sun Life securitization facility constituted

approximately 7,000 equipment and vehicle leases as of that date.

Findlay Affidavit, Application Record, Volume I, Tab 2, para. 25.

13.  Under the terms of the securitization facility, Capital and Leasing are required, at the time
when an assignment of leases to Sun Life is completed, to contribute a set percentage of the
assignment price of the leases into a reserve fund (the “Reserve Fund”). The purpose of the
Reserve Fund is to act as collateral for any delinquencies or credit losses in the leases assigned to

Sun Life, and to fund costs associated with the administration of the assigned leases by Bodkin.

Findlay Affidavit, Application Record, Volume I, Tab 2, paras. 29 and 31.

14.  The balance in the Reserve Fund as of August 31, 2011 was approximately
$13,606,980.14. Bodkin’s interest in the Reserve Fund is its sole asset of any material value at

this time.

Findlay Affidavit, Application Record, Volume I, Tab 2, para. 32.

Financial Difficulties

Breaches and Defaults

15.  Bodkin has been in default under the BMO credit facilities as a result of being in breach

of its:

(a) Leverage Ratio covenant as at the fiscal year ended August 31, 2009, fiscal
periods ended February 28, 2010, March 30, 2010, April 2010 and fiscal year
ended August 31, 2010;

(b) Interest Coverage Ratio as at the fiscal year ended August 31, 2009, fiscal year
ended August 31, 2010, and fiscal periods ended December 31, 2010, January 31,
2011, February 28, 2011, May 31, 2011, June 30, 2011 and July 31, 2011; and

(c) Securitization Ratio as of the fiscal periods ended August 31, 2010 through to and
including July 31, 2011.
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Findlay Affidavit, Application Record, Volume I, Tab 2, para. 42.

16. Bodkin has also been in breach of its financial covenants to Sun Life under the
securitization facility, which has been under an event of termination since February 2010 due to
Bodkin’s breach of certain “lockup triggers”, the existence of which permits Sun Life, in its sole
discretion, to halt additional funding to Bodkin and potentially terminate the securitization

facility.

Findlay Affidavit, Application Record, Volume I, Tab 2, paras. 43-45.

17. The Sun Life securitization facility expired on January 31, 2011. Sun Life has not
renewed its securitization facility with Bodkin and since that date has purchased equipment and

vehicle leases on an ad hoc basis.

Findlay Affidavit, Application Record, Volume I, Tab 2, para. 28,

Margin Deficits and Forbearance

18. Since April 2010, Bodkin has required margin deficits under its BMO operating credit
facility to continue to operate in the ordinary course. The Bank provided additional credit to
Bodkin from March 2010 to October 3, 2011 in order to permit Bodkin to continue on in
business and facilitate a sale of its business, notwithstanding that Bodkin has been in default of

its obligations to the Bank.

Findlay Affidavit, Application Record, Volume I, Tab 2, paras. 47-50.

19.  The Bank and Bodkin entered into forbearance agreements in June 2010, August 2010
and September 2010, such that the Bank agreed to forbear from enforcing its security and
demanding repayment to permit Bodkin to attempt to procure an offer for the sale of Bodkin’s
business. The Bank has been in a de facto day-to-day forbearance with respect to Bodkin,
pending further developments in connection with the potential sale of Bodkin’s business since

January 2011.

Findlay Affidavit, Application Record, Volume 1, Tab 2, paras. 54-57.



Proposed Sale of Bodkin Business

20. Bodkin commenced an informal solicitation process in May 2009 in an attempt to locate
a party that was prepared to re-finance Bodkin’s indebtedness, provide an equity investment
and/or purchase the Bodkin leasing business on a going concern basis. As of September 2010,

Bodkin had not completed a transaction.

Findlay Affidavit, Application Record, Volume I, Tab 2, paras. 58-59,

21.  Bodkin, with the assistance of Deloitte & Touche LLP and PricewaterhouseCoopers
Corporate Finance Inc., conducted a formal solicitation process for a potential sale of assets or
recapitalization of Bodkin. The solicitation process identified 59 potential buyers, two (2) of
which were strategic buyers that submitted letters of intent for the purchase of the portfolio of
leases securitized with Sun Life, the leases funded under the Bank’s term credit facilities and the
leases owned by Bodkin. The terms of each of the proposed transactions were not acceptable to
Bodkin and its stakeholders, due to the potential shortfall to be faced by Bodkin and its
stakeholders thereunder.

Findlay Affidavit, Application Record, Volume I, Tab 2, paras. 60, 61, 64-69.

22.  As a result of negotiations that commenced in December 2010, a sale transaction has
been finalized with the affiliates of Equirex Leasing Corp. (“Equirex”). PwC, in its capacity as
proposed Receiver of Bodkin, has reported its view that the Equirex transaction is reasonable in
the circumstances, as it preserves the core business of Bodkin, facilitates the continued
employment of a number of Bodkin employees, and provides for the greatest possible realization
for the benefit of all of Bodkin stakeholders.

Findlay Affidavit, Application Record, Volume I, Tab 2, paras. 71-72.

23.  The Bank is supportive of the consummation of the sale of Bodkin's business to Equirex,
as the transaction should, if the lease portfolios are wound down in a commercially reasonable
manner, provide for sufficient proceeds to repay the Bank under the BMO credit facilities in full
and have surplus proceeds available for distribution to the subordinate creditors of Bodkin, and

potentially the shareholders of Bodkin. Sun Life has also consented to the sale of Bodkin’s



business to the affiliates of Equirex.

Findlay Affidavit, Application Record, Volume I, Tab 2, paras. 73 and 79.

24.  In the absence of the completion of the Equirex transaction, there will be a disruption in
the Bodkin business which would adversely affect the marketability and value of Bodkin’s
business, jeopardize the collectability of the receivables under the assigned lease portfolios and
negatively impact the ability of Bodkin’s stakeholders to be repaid in full from funds available to
be distributed to the stakeholders of Bodkin from the Reserve Fund.

Findlay Affidavit, Application Record, Volume I, Tab 2, paras. 81-82.

25.  The Bank delivered notices of the Bank’s intention to enforce its security to each of the
Respondents pursuant to section 244 of the BIA on September 2, 2011. On October 3, 2011, the
Bank demanded repayment from Financial of its obligations under the BMO credit facilities, and
demanded repayment from each of Capital and Leasing under the guarantees granted to the
Bank.

Findlay Affidavit, Application Record, Volume I, Tab 2, para. 74.

PART III: ISSUES

26.  The issue on this application is whether it is just and convenient for this Honourable
Court to appoint a Receiver over all of the property, assets and undertaking of Bodkin pursuant
to section 243(1) of the BIA and section 101 of the CJA.

PART IV: LAW & ARGUMENT

A. The Test for Appointment of a Receiver

27.  Pursuant to section 243(1) of the BIA, the Court may, on application by a secured
creditor, appoint a receiver where it considers it to be just or convenient to do so. Section 243(1)

provides:
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243, (1) Subject to subsection (1.1), on application by a secured creditor, a
court may appoint a receiver to do any or all of the following if it considers it
to be just or convenient to do so:

(a) take possession of all or substantially all of the inventory, accounts
receivable or other property of an insolvent person or bankrupt that was
acquired for or used in relation to a business carried on by the insolvent
person or bankrupt;

(b) exercise any control that the court considers advisable over that
property and over the insolvent person’s or bankrupt’s business; or

(c) take any other action that the court considers advisable.

Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, s. 243(1) [BIA].

28. A “secured creditor” is defined in section 2(1) of the BIA to mean, among other things, a
“person holding a mortgage, hypothec, pledge, charge or lien on or against the property of the
debtor or any part of that property as security for a debt due or accruing due to the person from

the debtor”.

BIA, s. 2(1)

29. Subsection 243(1.1) of the BIA provides that the Court may not appoint a receiver under
subsection (1) before the expiry of 10 days after the day on which the secured creditor sends a
notice of its intention to enforce security required under section 244(1) unless the insolvent
person consents to an earlier enforcement under subsection 244(2) or the court considers it

appropriate to appoint a receiver before then.

BIA, ss. 243(1.1) and 244.

30. The test for the appointment of a receiver under 101 of the CJA is also whether such

appointment would be just or convenient:

101. (1) In the Superior Court of Justice, an interlocutory injunction or
mandatory order may be granted or a receiver or receiver and manager
may be appointed by an interlocutory order, where it appears to a judge of
the court to be just or convenient to do so.

Courts of Justice Act, R.S.0. 1990, c. C.43, 5.101(1) [CJA].
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31. In deciding whether to appoint a receiver, the Court must have regard to all the
circumstances, but in particular to the nature of the property and the rights and interests of all
parties in relation thereto.

Bank of Montreal v. Carnival National Leasing Ltd. (2011), 74 C.B.R. (5™) 300 (Ont.
S.C.J. [Commercial List]), para. 24 [Carnival]

Bank of Nova Scotia v. Freure Village on Clair Creek (1996), 40 C.B.R. (3d) 274 (Ont.
Gen. Div. [Commercial List]), para. 11 [Freure Village)

32. The fact that the moving party has a right under its security documentation to appoint a
receiver is an important factor to be considered. In cases where the security documentation of
the moving party provides for a private or Court-appointed receiver, the issue is reduced to a
consideration of whether it is in the interests of all concerned to have the receiver appointed by
the Court. This involves an examination of, inter alia, (i) the potential cost of the receivership,
(ii) the relationship between the debtor and the creditors, (iii) the likelihood of maximizing the
return on and preserving the subject property, and (iv) the best way of facilitating the work and

duties of the receiver.

Carnival, para. 27

Freure Village, para 13

B. It is Just and Convenient to Appoint a Receiver in this Case

33.  The appointment of a Receiver is just and convenient in this case. The Bank is a secured
creditor of Bodkin as a result of the security granted in support of the BMO credit facilities and
guarantees, and thus is entitled under sections 243(1) of the BIA and section 101 of the CJA to
seek the appointment of a Receiver. Additionally, the security documents specifically give the
Bank the right to request the appointment of a Court-appointed Receiver. As a result, BMO is

entitled, both contractually and at law, to seek the appointment of a Receiver.

34.  Financial is in default under the Bank’s credit facilities and is in default under the Sun
Life securitization facility. Bodkin has been in a liquidity crisis since March 2010 and required
the existence of margin deficits for a 20-month period of time to continue to operate in the

ordinary course
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35.  The Bank is unaware of any sources of liquidity available to Bodkin to permit Bodkin to
meet its working capital obligations as they come due and continue to operate in the ordinary
course of business. The Sun Life securitization facility expired on January 31, 2011 and Sun

Life has made no commitment to continue with the securitization facility in the future.

36.  The Bank is unwilling to continue to finance the acquisition of additional new and used
equipment and vehicles for lease to Bodkin’s customers. Accordingly, in the absence of funding

by Sun Life and the Bank, Bodkin is unable to continue to carry on its business.

37.  The Bank refrained from demanding repayment of the BMO credit facilities and
permitted the continued existence of the margin deficit to allow for the negotiation of a sale of
Bodkin’s business. The proposed sale transaction with Equirex has the consent of Bodkin’s two
primary secured stakeholders, the Bank and Sun Life, and is in the best interest of all of Bodkin’s
stakeholders, as, if completed, it will provide continued employment to the majority of Bodkin’s
current employees, and will allow for the administration and management of the net proceeds of

the Reserve Fund by an officer of the Court.

38. It is the Bank’s view that, in the absence of the completion of the Equirex transaction,
there would be a disruption in the Bodkin business which would adversely affect the
marketability and value of Bodkin’s business, jeopardize the collectability of the receivables
under the assigned lease portfolios and negatively impact the ability of Bodkin’s stakeholders to
be repaid in full from funds available to be distributed to the stakeholders of Bodkin from the

Reserve Fund.

39. In all of the circumstances, taking into consideration the rights and interests of all of
Bodkin’s stakeholders, it is just and convenient for a receiver to be appointed over the assets,

undertakings and property of Bodkin.

PART V. RELIEF SOUGHT

40. The Bank respectfully requests that this Honourable Court appoint the Receiver as

requested.



-12-

ALL OF WHICH IS RESPECTFULLY SUBMITTED THIS 4™ DAY OF OCTOBER, 2011.

Ly @

Sam P. Rappos, of counsel to Bank of Montreal

e @

P,,( H. Alexander Zimmerman, of counsel to Bank of Montreal




SCHEDULE “A” - LIST OF AUTHORITIES

Bank of Montreal v. Carnival National Leasing Ltd. (2011), 74 C.B.R. (5™ 300 (Ont.
S.C.J. [Commercial List])

Bank of Nova Scotia v. Freure Village on Clair Creek (1996), 40 C.B.R. (3d) 274 (Ont.
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SCHEDULE “B” — STATUTES

Bankruptcy and Insolvency Act
R.S.C. 1985, c. B-3

2, “secured creditor” means a person holding a mortgage, hypothec, pledge, charge or lien
on or against the property of the debtor or any part of that property as security for a debt due or
accruing due to the person from the debtor, or a person whose claim is based on, or secured by, a
negotiable instrument held as collateral security and on which the debtor is only indirectly or
secondarily liable, and includes

(2)

(b)

a person who has a right of retention or a prior claim constituting a real right,
within the meaning of the Civil Code of Québec or any other statute of the
Province of Quebec, on or against the property of the debtor or any part of that
property, or

any of

(1) the vendor of any property sold to the debtor under a conditional or
instalment sale,

(i)  the purchaser of any property from the debtor subject to a right of
redemption, or

(iii)  the trustee of a trust constituted by the debtor to secure the performance of
an obligation,

if the exercise of the person’s rights is subject to the provisions of Book Six of the Civil Code of
Québec entitled Prior Claims and Hypothecs that deal with the exercise of hypothecary rights;

243. (1) Subject to subsection (1.1), on application by a secured creditor, a court may appoint
a receiver to do any or all of the following if it considers it to be just or convenient to do so:

(a)

(b)

(c)

take possession of all or substantially all of the inventory, accounts receivable or
other property of an insolvent person or bankrupt that was acquired for or used in
relation to a business carried on by the insolvent person or bankrupt;

(b) exercise any control that the court considers advisable over that property and
over the insolvent person’s or bankrupt’s business; or

(c) take any other action that the court considers advisable.

(1.1) In the case of an insolvent person in respect of whose property a notice is to be sent
under subsection 244(1), the court may not appoint a receiver under subsection (1) before the
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expiry of 10 days after the day on which the secured creditor sends the notice unless

(a) the insolvent person consents to an earlier enforcement under subsection 244(2);
or

(b) the court considers it appropriate to appoint a receiver before then.

244. (1) A secured creditor who intends to enforce a security on all or substantially all of

(a) the inventory,
(b) the accounts receivable, or
(©) the other property

of an insolvent person that was acquired for, or is used in relation to, a business carried on by the
insolvent person shall send to that insolvent person, in the prescribed form and manner, a notice
of that intention.

(2) Where a notice is required to be sent under subsection (1), the secured creditor shall
not enforce the security in respect of which the notice is required until the expiry of ten days
after sending that notice, unless the insolvent person consents to an earlier enforcement of the
security.

Courts of Justice Act
R.S.0. 1990, c. C.43

101. (1) In the Superior Court of Justice, an interlocutory injunction or mandatory order may
be granted or a receiver or receiver and manager may be appointed by an interlocutory order,
where it appears to a judge of the court to be just or convenient to do so.

(2) An order under subsection (1) may include such terms as are considered just.

TOROI: 4688104: v2
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1
2011 CarswellOnt 896, 2011 ONSC 1007, 74 C.B.R. (5th) 300
Bank of Montreal v. Carnival National Leasing Ltd.

Bank of Montreal (Applicant) and Carnival National Leasing Limited and Carnival Automo-
biles Limited (Respondents)

Ontario Superior Court of Justice
Newbould J.

Heard: February 11, 2011
Judgment: February 15, 2011
Docket: CV-10-9029-00CL

© Thomson Reuters Canada Limited or its Licensors (excluding individual court documents).
All rights reserved.

Counsel: John J. Chapman, Arthi Sambasivan for Applicants
Fred Tayar, Colby Linthwaite for Respondents
Rachelle F. Mancur for Royal Bank of Canada

Subject: Corporate and Commercial; Insolvency

Debtors and creditors --- Receivers — Appointment — Application for appointment —
Grounds :

Debtor was in business of leasing motor vehicles — Debtor was indebted to creditor bank;
vehicles guaranteed indebtedness to $1.5 million — Creditor held security over assets of debt-
or including general security agreement under which it had right to appoint receiver of debtor
or to apply to court for appointment of receiver — Under terms of wholesale leasing facility,
total advances for used vehicle financing were not to exceed 30 percent of approved lease
portfolio credit line — Creditor's account manager was informed that used car lease portfolio
was 60 percent of leases financed by creditor, well in excess of 30 percent condition of loan
— Creditor delivered demands for payment — Creditor applied for appointment of receiver
— Application granted — Debtor relied on decision in which judge was critical of actions of
bank in overstating its case and making unsupportable allegations of fraud — In case at bar
there was no basis to refuse order sought because of alleged misconduct on part of creditor or
its counsel — If anything, shoe was on other foot as factum filed on behalf of debtor was re-
plete with allegations of false assertions on behalf of creditor, none of which were established

© 2011 Thomson Reuters. No Claim to Orig. Govt. Works
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— Cited case was relied upon in which it was held that where security instrument permits ap-
pointment of private receiver, extraordinary nature of remedy sought is less essential to in-
quiry — It was preferable to have court appointed receiver rather than privately appointed one
as debtor stated that if private appointment was made it would litigate its right to do so.

Cases considered by Newbould J.:

Anderson v. Hunking (2010), 2010 CarswellOnt 5191, 2010 ONSC 4008 (Ont. S.C.J.) —
referred to

Bank of Nova Scotia v. D.G. Jewelry Inc. (2002), 2002 CarswellOnt 3443, 38 C.B.R. (4th)
7 (Ont. S.C.J.) — considered

Bank of Nova Scotia v. Freure Village on Clair Creek ( 1996), 1996 CarswellOnt 2328,
40 C.B.R. ( 3d) 274 (Ont. Gen. Div. [Commercial List]) — followed

Kavcar Investments Ltd. v. Aetna Financial Services Ltd. (1989), 70 O.R. (2d) 225, 77
C.B.R. (N.S) 1, 35 O.A.C. 305, 62 D.L.R. (4th) 277, 1989 CarswellOnt 191 (Ont. C.A.)
— referred to

Royal Bank v. Boussoulas (2010), 2010 ONSC 4650, 2010 CarswellOnt 6332 (Ont. S.C.J.)
— considered

Royal Bank v. Chongsim Investments Ltd. (1997), 1997 CarswellOnt 988, 28 O.T.C. 102,
32 O.R. (3d) 565, 46 C.B.R. (3d) 267 (Ont. Gen. Div.) — distinguished

Ryder Truck Rental Canada Ltd. v. 568907 Ontario Ltd. (1987), 1987 CarswellOnt 383,
16 C.P.C. (2d) 130 (Ont. H.C.) — considered

Swiss Bank Corp. (Canada) v. Odyssey Industries Inc. (1995), 30 C.B.R. (3d) 49, 1995
CarswellOnt 39 (Ont. Gen. Div. [Commercial List]) — considered

Toronto Dominion Bank v. Pritchard (1997), 154 D.L.R. (4th) 141, 104 O.A.C. 373, 1997
CarswellOnt 4277 (Ont. Div. Ct.) — considered

1468121 Ontario Ltd. v. 663789 Ontario Ltd. (2008), 2008 CarswellOnt 7601 (Ont. S.C.J.)
— not followed

Statutes considered:

Bankruptcy and Insolvency Act, R.S.C. 1985, ¢. B-3
s. 243 — referred to
s. 243(1) — considered

Courts of Justice Act, R.S.0. 1990, c. C.43

s. 101 — considered
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APPLICATION by creditor for appointment of private receiver of debtor.
Newbould J.:

1 Bank of Montreal ("BMO") applies for the appointment of PriceWaterhouse Coopers
Inc. as national receiver of the respondents Carnival National Leasing Limited ("Carnival")
and Carnival Automobiles Limited ("Automobiles") under sections 243 (1) of the Bankruptcy
and Insolvency Act and 101 of the Courts of Justice Act.

2 Carnival is in the business of leasing new and used passenger cars, trucks, vans and
equipment vehicles. It has approximately 1300 vehicles in its fleet. Carnival is indebted to
BMO for approximately $17 million pursuant to demand loan facilities. Automobiles guaran-
teed the indebtedness of Carnival to BMO limited to $1.5 million. David Hirsh is the president
and sole director of Carnival and has guaranteed its indebtedness to BMO limited to $700,000.
BMO holds security over the assets of Carnival and Automobiles, including a general security
agreement under which it has the right to appoint a receiver of the debtors or to apply to court
for the appointment of a receiver. On November 30, 2010 BMO delivered demands for pay-
ment to Carnival, Automobiles and Mr. Hirsh.

3 The respondents contend that no receiver should be appointed. In my view BMO is en-
titled to appoint PWC as a receiver of the respondents and it is so ordered for the reasons that
follow.

Events leading to demand for payment

4 The respondents quarrel with the actions of BMO leading to the demands for payment
and assert that as a result a receiver should not be appointed.

5 BMO has been Carnival's banker for 21 years. Loans were made annually on terms con-
tained in a term sheet. Each year BMO did an annual review of the account, after which a new
term sheet for the following year was signed. The last term sheet was signed on January 29,
2010 and was for the 2010 calendar year. The last annual review, completed on October 27,
2010, recommended a renewal of the credits with various changes being proposed, including a
risk rating upgrade from 45 to 40 and a reduction in the demand wholesale leasing facility
from $21.9 million to $20 million That review, however, was not sent to senior management
for approval and no agreement was made extending the credit facilities to Carnival for the
2011 calendar year.

6 The 2010 term sheet provided for two major lines of credit. The larger facility was a de-
mand wholesale leasing facility with a limit of $21.9 million, under which Carnival submitted
vehicle leases to BMO. If a lease was approved BMO advanced up to 100% of the cost of the
vehicle and in return received security over the vehicle. The second facility was a general
overdraft facility described as a demand operating loan with a limit of $1.15 million. The term
sheet provided that all lines of credit were made on a demand loan basis and that BMO re-
served the right to cancel the lines of credit "at any time at its sole discretion".

7 Under the terms of the wholesale leasing facility, total advances for used vehicle finan-
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cing were not to exceed 30% of the approved lease portfolio credit line. That apparently had
been a term of the facility for many years. The annual review of October 27, 2010 stated that
for the past year, the concentration of used leases was 27.8%. In the previous annual review in
2009, the figure for used lease concentration was 11.6%. Mr. Findlay of the BMO special ac-
counts management unit (SAMU) said on cross-examination that while he could not say as a
fact where those percentages came from, the routine for annual reviews was for the person
preparing the annual review to obtain such figures from the support staff of the bank's auto-
motive centre.

8 Shortly after the 2010 annual review had been completed, and before it was sent to
higher levels of the bank for approval, Mr. Lavery, the account manager at BMO for Carnival,
received information from someone at BMO, the identity of whom I do not believe is in the
record, informing him that the used car lease portfolio was approximately 60% of the leases
financed by BMO, well in excess of the 30% condition of the loan. That led Mr. Lavery to call
Mr. Findlay of SAMU. On November 17, 2010 BMO engaged PWC to review the operations
of Carnival. On November 26, 2010 BMO's solicitors delivered to Carnival a letter which
stated, amongst other things, that BMO would not finance any future leases until PWC's re-
view engagement was completed, that BMO would no longer allow any overdraft on Carni-
val's operating line and that the bank reserved its right to demand payment of any indebted-
ness at any time in the future.

9 On November 29, 2010 PWC provided its initial report to BMO. It contained a number
of matters of concern to BMO, including itemizing a number of breaches of the lending agree-
ments that Carnival had with BMO. On November 30, 2010 BMO's solicitors delivered to
Carnival a letter itemizing a number of breaches of the loan agreements, one of which was
that advances for used vehicle financing were in excess of 30% of the approved lease portfolio
credit line. Demand for payment under the lines of credit totalling $17,736,838.45 was made.
Following the demand, PWC continued its engagement and discovered a number of irregular-
ities in the Carnival business, some of which are contained in the affidavit of Mr. Findlay.

10 It turns out that the 30% limit for used vehicle leases had not been met for some time.
Carnival provided to BMO's automotive centre copies of the individual leases and bills of sale
which showed the model year of the car to to be financed and this information was in the
BMO automotive centre computer records. Reports on BMO's website as at December 31,
2008 demonstrated 45% of Carnival's BMO financed leases were for used vehicles. At
December 31, 2009 it was 73% and as at October 31, 2001 it was 60%. The evidence of Mr.
Findlay on cross-examination was that while that information was on the computer system, it
was not known by the account management responsible for the Carnival credits. He acknow-
ledged that if the account management went to the computer system they would have seen that
information but if they did not they would not have known of it. There is no evidence that Mr.
Lavery or others in the account management of BMO responsible for the Carnival credit were
aware before late October, 2010 of the true percentage of the used car lease portfolio.

11 Mr. Hirsh said on cross-examination that he assumed somebody in control at the bank
knew the percentage of used vehicle leases. Although the loan terms he signed each year con-
tained the 30% condition, he never suggested that the percentage should be changed to a high-
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er figure. One can argue that Mr. Hirsh should have told his account manager at BMO that the
condition he was agreeing to was not being met. Of course if he had done so he could well
have faced a likely loss of credit needed to run his business. The loan terms included a re-
quirement that Carnival provide an annual detailed analysis of the entire lease portfolio, in-
cluding a breakdown of the lease concentrations. Had those been provided, it would appear
that the percentage of used vehicle leases would have been reported by Carnival. While the re-
cord does not indicate whether such reports were provided, I think it can be assumed that if
they had been, Mr. Hirsh would have provided that information in his affidavit.

12 Since November 26, 2010, BMO has not financed any further vehicles under the de-
mand wholesale line of credit. Pending the application to appoint a receiver, BMO has contin-
ued to extend the $1.15 million operating facility, in spite of its demand. Under the terms of
the demand wholesale line of credit, Carnival is obliged after selling vehicles financed by
BMO to pay down the wholesale leasing line within 30 days by transferring the money re-
ceived from its operating line account to the wholesale leasing line. It has not always done so
and PWC estimates the amount involved to be $814,000. The operating facility is now in
overdraft as a result of the demand for payment.

Issues
(a) Right to enforce payment

13 On a demand loan, a debtor must be allowed a reasonable time to raise the necessary
funds to satisfy the demand. Reasonable time will generally be of a short duration, not more
than a few days and not encompassing anything approaching 30 days. See Kavcar Investments
Ltd. v. Aetna Financial Services Ltd. (1989), 70 O.R. (2d) 225 (Ont. C.A.) per McKinley J.A.
See also Toronto Dominion Bank v. Pritchard, [1997] O.J. No. 4622 (Ont. Div. Ct.) per Farley
J:

5. It is clear therefore that the reasonable time to repay after demand is a very finite time
measured in days, not weeks, and it is not "open ended" beyond this by the difficulties that
a borrower may have in seeking replacement financing, be it bridge or permanent.

14 Under the loan agreements, the credits were on demand and as well BMO had the right
to cancel the credits at any time at its sole discretion. It is now over 70 days since demand for
payment was made.

15 I do not see the issue of BMO management not being aware of the percentage of used
car leases as affecting BMO's rights under its loan agreements, even assuming it was all
BMO's fault, which I am not at all sure is the case. There is no evidence that BMO in any way
intentionally waived its 30% loan condition, nor is it the case that it was only a breach of the
30% condition that led to the demand for payment being delivered to Carnival. There were a
number of other concerns that BMO had. In any event, there was no requirement before de-
mand or termination of the credits that BMO had to have justification to demand payment. To
the contrary, the agreement provided that BMO had the right to terminate the credits at any
time at its sole discretion.
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16 In argument, Mr. Tayar said that Carnival needs just a little more time to obtain finan-
cing to pay out the BMO loans. From a legal point of view Carnival has been provided more
time than is required. From a practical point of view, it is very unlikely that Carnival will be
able in any reasonably foreseeable period of time to pay out BMO.

17 The car leasing business for businesses such as Carnival has been very difficult for a
number of years, as acknowledged by Mr. Hirsh. Competitors such as Ford, GM and Chrysler
began offering very low interest rates for new vehicles that Carnival could not provide. The
economy led to more customers missing payments. There were lower sales generally. Carni-
val's leased assets fell from $49 million in 2006 to $35 million in 2009. Carnival had a profit
of $1.2 million in 2006 but in the years 2007 through 2009 had a cumulative net loss of
$244,000. While its business was shrinking, Carnival's accounts receivable grew significantly,
from $1.5 million in 2006 to $2.8 million in 2009, indicating, as Mr. Hirsh acknowledged on
cross-examination, that customers owed more than in the past for lease payments because of
difficult economic times.

18 Carnival also borrowed from RBC to finance its lease portfolio. Some leases were fin-
anced with BMO and some with RBC. In the mid-2000s, the size of Camival's loan facility
with BMO and RBC was about even. In 2008 RBC stopped lending to Carnival on new leases
and since then Carnival has been paying down its RBC loans. Today Carnival owes RBC ap-
proximately $5.6 million. Thus Carnival owes the two banks approximately $22.6 million.

19 In an affidavit sworn February 8, 2011, Mr. Hirsh disclosed that he has had discus-
sions with TD Bank and has an indication of a loan of approximately $11.5 million. A deal
sheet has yet to be provided to TD's credit department for approval, but is expected to be con-
sidered by the end of February. If approved, it is contemplated that funds could be advanced
" sometime in April. Mr. Hirsh states that the TD guidelines allow TD to advance (i) on new
vehicles $6.5 million on leases currently financed by BMO and $1.9 million on leases cur-
rently financed by RBC and (ii) on used vehicles, $2 million on leases currently financed by
BMO and $392,000 on leases currently financed by RBC. A further $2 million would be
available on non-bank financed leases. Thus if a TD loan were granted, at most the amount
that would be available to pay down BMO would be $10.5 million and it might be less if, as is
likely, there are not $6.5 million worth of new car leases currently being financed by BMO.

20 Mr. Hirsh further states in his affidavit that he believes he will be able to pay off the
balance of BMO loans through a combination of TD financing new Carnival leases and the
payout of existing leases and/or sales of Carnival vehicles. No time estimate is given for this
and one can only conclude that it would not be soon.

21 In these circumstances, assuming that it is permissible to consider the chances of refin-
ancing in considering what a reasonable time would be to permit enforcement of security after
a demand for payment, I do not consider the chances of refinancing in this case to prevent
BMO from acting on its security.

22 BMO had the right under its loan agreements to stop financing new vehicle leases and
to demand payment of the outstanding loans. No new term sheet was signed for 2011. Since
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the demand for payment, it has provided far more time than required in order to enforce its se-
curity. In my view, BMO is entitled to payment of the outstanding loans and to enforce its se-
curity including, if it wished to do so, to privately appoint a receiver of the assets of Carnival
and Automobile or serve notices to the large number of lessees of the assignment of the leases
and require payment directly to BMO.

(b) Court appointed receiver

23 Under section 243 of the BIA and section 101 of the Courts of Justice Act, a court may
appoint a receiver if it is "just and convenient" to do so.

24 In Bank of Nova Scotia v. Freure Village on Clair Creek ( 1996), 40 C.B.R. ( 3d) 274
(Ont. Gen. Div. [Commercial List]), Blair J. (as he then was) dealt with a similar situation in
which the bank held security that permitted the appointment of a private receiver or an applic-
ation to court to have a court appointed receiver. He summarized the legal principles involved
as follows:

10 The Court has the power to appoint a receiver or receiver and manager where it is "just
or convenient" to do so:; the Courts of Justice Act, R.S.0. 1990, c. 43, s. 101. In deciding
whether or not to do so, it must have regard to all of the circumstances but in particular the
nature of the property and the rights and interests of all parties in relation thereto. The fact
that the moving party has a right under its security to appoint a receiver is an important
factor to be considered but so, in such circumstances, is the question of whether or not an
appointment by the Court is necessary to enable the receiver-manager to carry out its work
and duties more efficiently; see generally Third Generation Realty Ltd. v. Twigg (1991) 6
C.P.C. (3d) 366 at pages 372-374; Confederation Trust Co. v. Dentbram Developments
Ltd. (1992), 9 C.P.C. (3d) 399; Royal Trust Corp. of Canada v. D.Q. Plaza Holdings Ltd.
(1984), 54 C.B.R. (N.S.) 18 at page 21. It is not essential that the moving party, a secured
creditor, establish that it will suffer irreparable harm if a receiver-manager is not appoin-
ted: Swiss Bank Corp. (Canada) v. Odyssey Industries Inc. (1995), 30 C.B.R. (3d) 49.

25 It is argued on behalf of Carnival that the appointment of a receiver is an extraordinary
remedy to be granted sparingly and that as it amounts to execution before judgment, there
must be strong evidence that the plaintiff's right to judgment must be exercised sparingly. The
cases that support this proposition, however, are not applicable as they do not deal with a se-
cured creditor with the right to enforce its security.

26 Ryder Truck Rental Canada Ltd. v. 568907 Ontario Ltd. (1987), 16 C.P.C. (2d) 130
(Ont. H.C.) is relied on by Carnival as supporting its position. That case however dealt with a
disputed claim to payments said to be owing and a claim for damages. The plaintiff had no se-
curity that permitted the appointment of a receiver and requested a court appointed receiver
until trial. Salhany L.J.S.C. likened the situation to a plaintiff seeking execution before judg-
ment and considered that the test to support the appointment of a receiver was no less strin-
gent than the test to support a Mareva injunction. With respect, that is not the law of Ontario
so far as enforcing security is concerned. The same situation pertained in Anderson v. Hunking
, 2010 ONSC 4008 (Ont. S.C.J.) cited by Mr. Tayar. I have serious doubts whether /1468121
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Ontario Ltd. v. 663789 Ontario Ltd., 2008 CarswellOnt 7601 (Ont. S.C.J.) cited by Mr. Tayar
was correctly decided and would not follow it.

27 In Bank of Nova Scotia v. Freure Village on Clair Creek, Blair J. dealt with an argu-
ment similar to the one advanced by Carnival and stated that the extraordinary nature of the
remedy sought was less essential where the security provided for a private or court appointed
receiver and the issue was essentially whether it was preferable to have a court appointed re-
ceiver rather than a private appointment. He stated:

11. The Defendants and the opposing creditor argue that the Bank can perfectly effectively
exercise its private remedies and that the Court should not intervene by giving the ex-
traordinary remedy of appointing a receiver when it has not yet done so and there is no
evidence its interest will not be well protected if it did. They also argue that a Court ap-
pointed receiver will be more costly than a privately appointed one, eroding their interests
in the property.

12. While I accept the general notion that the appointment of a receiver is an extraordinary
remedy, it seems to me that where the security instrument permits the appointment of a
private receiver - and even contemplates, as this one does, the secured creditor seeking a
court appointed receiver - and where the circumstances of default justify the appointment
of a private receiver, the "extraordinary" nature of the remedy sought is less essential to
the inquiry. Rather, the "just or convenient" question becomes one of the Court determin-
ing, in the exercise of its discretion, whether it is more in the interests of all concerned to
have the receiver appointed by the Court or not. This, of course, involves an examination
of all the circumstances which I have outlined earlier in this endorsement, including the
potential costs, the relationship between the debtor and the creditors, the likelihood of
maximizing the return on and preserving the subject property and the best way of facilitat-
ing the work and duties of the receiver-manager

28 In Swiss Bank Corp. (Canada) v. Odyssey Industries Inc. (1995), 30 C.B.R. (3d) 49
(Ont. Gen. Div. [Commercial List]), in which the bank held security that permitted the ap-
pointment of a private or court ordered receiver, Ground J. made similar observations:

28. The first submission of counse! for Odyssey and Weston is that there is no risk of irre-
parable harm to Swiss Bank if a receiver is not appointed as certificates of pending litiga-
tion have been filed against the real estate properties involved, and there is an existing or-
der restraining the disposition of other assets. I know of no authority for the proposition
that a creditor must establish irreparable harm if the appointment of a receiver is not gran-
ted by the court. In fact, the authorities seem to support the proposition that irreparable
harm need not be demonstrated. (see Bank of Montreal v. Appcon (1981), 33 O.R. (2d) 97

)

29 See also Bank of Nova Scotia v. D.G. Jewelry Inc. (2002), 38 C.B.R. (4th) 7 (Ont.
S.C.].) in which Ground J. rejected the notion that it is necessary where there is security that
permits the appointment of a private or court ordered receiver to establish that the property is
threatened with danger, and said that the test was whether a court ordered receiver could more
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effectively carry out its duties than it could if privately appointed. He stated:

I do not think that, in order to appoint an Interim Receiver pursuant to Section 47 of the
BIA, I must be satisfied that there is an actual and immediate danger of a dissipation of as-
sets. The decision of Nova Scotia Registrar Smith in Royal Bank v. Zutphen Brothers,
[1993] N.S.J. No. 640, is not, in my view, the law of Ontario.

On the main issue of the test to be applied by the court in determining whether to appoint a
Receiver, I do not think the Ontario courts have followed the Saskatchewan authorities
cited by Mr. Tayar which require a finding that the legal remedies available to the party
seeking the appointment are defective or that the appointment is necessary to preserve the
property from some danger which threatens it, neither of which could be established in the
case before this court. The test, which I think this court should apply, is whether the ap-
pointment of a court - appointed Receiver will enable that Receiver to more effectively
and efficiently carry out its duties and obligations than it could do if privately appointed.

30 This is not a case like Royal Bank v. Chongsim Investments Ltd. (1997), 32 O.R. (3d)
565 (Ont. Gen. Div.) in which Epstein J. (as she then was) dismissed a motion to appoint a re-
ceiver. While the loan was a demand loan and the bank's security permitted the appointment
of a receiver, the parties had agreed that the loan would not be demanded absent default, and
Epstein J. held that the bank, acting in bad faith, had set out to do whatever was necessary to
create a default. Thus she held it was not equitable to grant the relief sought. That case is not
applicable to the facts of this case.

31 Carnival relies on a decision in Royal Bank v. Boussoulas, [2010] O.J. No. 3611 (Ont.
S.C.J.), in which Stinson J. was highly critical of the actions of the bank and its counsel in
overstating its case and making unsupportable allegations of fraud in its motion affidavit ma-
terial and facta filed before him and previously before Cumming J. He thus declined to contin-
ue a Mareva injunction earlier ordered by Cumming J. or appoint an interim receiver over the
defendant's assets. There is no question but that a court can decline to order equitable relief in
the face of misconduct on the part of a party seeking equitable relief.

32 In my view, there is no basis to refuse the order sought because of alleged misconduct
on the part of BMO or its counsel. To the contrary, if anything, the shoe is on the other foot.
The factum filed on behalf of Carnival is replete with allegations of false assertions on behalf
of BMO, none of which have been established.

33 Carnival says the first affidavit of Mr. Findlay was false when it said that the bank first
discovered the high concentration of used cars in late October, 2010, because it says the con-
centration was on the bank's website. This ignores the fact that the account management per-
sonnel responsible for the Carnival account did not know of the high concentration of used car
leases in excess of the 30% limit, as testified to by Mr. Findlay and evident from the loan re-
views for the past two years prepared by account management which stated that the used car
concentration was 27.8 and 11.6 %. Although the BMO internal auditors had conducted
quarterly audits, the unchallenged evidence of Mr. Findlay is that the purpose of each audit
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was to review whether each individual lease has been properly papered and handled. The audit
- did not look at the Carnival portfolio as a whole or to see what percentage of leases were for
new or used vehicles.

34 It is argued that BMO has tried to mislead the Court by suggesting that payments re-
ceived by Carnival after a leased vehicle was sold were to be held in trust for BMO. There is
nothing in this allegation. Mr. Findlay referred in his affidavit to the term "sold out of trust",
or SOT, a term apparently widely used in the automobile industry, to refer to the situation in
which a borrower such as Carnival fails to remit to its lender the proceeds of sale of a fin-
anced vehicle. Mr. Findlay did not say that there was any type of legal trust, nor did he imply
it. He identified what he said were SOTs, as did PWC in its report, and while he said on cross-
examination that he understood that all proceeds from sales of vehicles were paid into Carni-
val's account at BMO, Carnival had not paid down its loans with these proceeds as it was re-
quired to do under the loan terms, but rather had kept the money in its operating account
available for its operating purposes. The fact that some of Mr. Findlay's calculations of
amounts involved differ from the calculations of PWC after it was sent in to investigate the
situation hardly makes the case that BMO set out to mislead the Court by a fabrication and by
use of falsified numbers, as was alleged in Mr. Tayar's factum.

35 In his first affidavit Mr. Findlay referred to a concern of BMO as set out in the initial
report that Mr. Hirsh was using the Carnival operating line to pay personal mortgages on his
home. On cross-examination he said he understood that the money from the mortgages was
put into the Carnival account as an injection of capital and he agreed that the payment of in-
terest on the mortgages from Carnival's account was not an improper use of its resources. This
is somewhat different from the statement of concern in his affidavit, but I do not see it as ter-
ribly important and as Mr. Findlay was in special account management and not managing the
account, it is quite possible that the difference was due to learning more and changing his
mind. I do not conclude that he set out to mislead the Court.

36 In my view, it would be preferable to have a court appointed receiver rather than a
privately appointed one. Mr. Tayar said that if a private appointment were made, Carnival
would litigate its right to do so. This would not at all be helpful when it is recognized that
there are some 1300 vehicles under lease and any dispute as to whom lease payments were to
be paid could quickly dry up or lessen the payments made. There are already a number of
leases in default, and people might opportunistically decide not to pay if there were a dispute
as to who was in control. The prospect of more litigation was a consideration that led Blair J.
to ordering the appointment of a receiver in Bank of Nova Scotia v. Freure Village on Clair
Creek.

37 While there may be increased costs over a private receivership, it would appear that
this may well be at the expense of BMO and RBC, the other secured creditor. RBC supports
the appointment of a receiver by the Court. Carnival has accounts receivable of some $4.4
million. As at November 25, approximately $3 million was more than 120 days old. The book
value of the leases of $30 million is therefore questionable, and the repayment of $22.6 owing
to BMO and RBC is not assured. Further, a court appointed receiver would have borrowing
powers, which might be required as Cardinal has not so far been able to obtain new operating
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credit lines.

38 In the circumstances the order sought by BMO is granted in the form contained in tab
3 of the application record.

Application granted.
END OF DOCUMENT
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to carry out duties more efficiently — Courts of Justice Act, R.S.0. 1990, c. C.43.

The debtor companies owed a bank in excess of $13,200,000 on four mortgages relating to
five properties. Three of the mortgages had matured but had not been repaid. The fourth had
not yet matured, but was in default. The bank applied for summary judgment on the covenants
on the mortgages and for the appointment of a receiver-manager for the five properties. The
debtor companies argued that the bank had agreed to forbear for six months to a year and,
therefore, the moneys were not due and owing at the commencement of the proceedings. They
also argued that the bank could effectively exercise its private remedies and that the court
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should not intervene to grant the extraordinary remedy of appointing a receiver when the bank
had not yet done so.

Held:
The motions were granted.

The debtor companies' arguments with respect to the motion for summary judgment were
without merit. The principal of the companies admitted that he was well aware that the bank
had not waived its rights under its security or to enforce its security. There was no triable is-
sue.

Under s. 101 of the Courts of Justice Act (Ont.), the court has the power to appoint a receiver
or receiver-manager when it is "just and convenient" to do so. The fact that a creditor has a
right under its security to appoint a receiver is an important factor to be considered. Also to be
considered is whether a court appointment is necessary to enable the privately appointed re-
ceiver-manager to carry out its duties more efficiently. A creditor need not prove that it will
suffer irreparable harm if no appointment is made. Where the creditor seeking the appoint-
ment has the right under its security to appoint a receiver-manager itself, the remedy is less
"extraordinary” in nature. Determining whether the appointment is "just and convenient" be-
comes a question of whether it is more in the interests of the parties to have the court appoint
the receiver. In the case at bar, it was appropriate to appoint a receiver-manager. The debtor
companies had been attempting to refinance for a year and a half without success. Further, the
parties could not agree on the best approach for marketing the properties. A court-appointed
receiver with a mandate to develop a marketing plan could resolve that impasse, whereas a
privately appointed receiver could not likely do so without further litigation. Given, however,
that there seemed to be a possibility of a refinancing agreement in the near future, the appoint-
ment was postponed for three weeks.

Cases considered:

Confederation Trust Co. v. Dentbram Developments Ltd. (1992), 9 C.P.C. (3d) 399 (Ont.
Gen. Div.) — referred to

Irving Ungerman Ltd. v. Galanis (1991), 4 O.R. (3d) 545, 20 R.P.R. (2d) 49 (note), 83
D.L.R. (4th) 734, 1 C.P.C. (3d) 248, (sub nom. Ungerman (Irving) Ltd. v. Galanis) 50
0.A.C. 176 (C.A.) — referred to

Pizza Pizza Ltd. v. Gillespie (1990), 75 O.R. (2d) 225, 45 C.P.C. (2d) 168, 33 C.P.R. (3d)
515 (Gen. Div.) — referred to

Royal Trust Corp. of Canada v. DQ Plaza Holdings Ltd. (1984), 54 C.B.R. (N.S.) 18, 36
Sask. R. 84 (Q.B.) — referred to

Swiss Bank Corp. (Canada) v. Odyssey Industries Inc. (1995), 30 C.B.R. (3d) 49 (Ont.
Gen. Div. [Commercial List]) — referred to

Third Generation Realty Ltd. v. Twigg Holdings Ltd. (1991), 6 C.P.C. (3d) 366 (Ont. Gen.
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Div.) — referred to

Statutes considered:

Courts of Justice Act, R.S.0. 1990, ¢. C.43
s. 101referred to

Rules considered:

Ontario, Rules of Civil Procedure
r. 20.01referred to
r. 20.04referred to

MOTION for summary judgment on covenant on mortgages; MOTION for appointment of re-
ceiver-manager.

Blair J.:

1 There are two companion motions here, namely:

(i) the within motion by the Bank for summary judgment on the covenants on mortgages
granted by "Freure Management" and "Freure Village" to the Bank, which mortgages have
been guaranteed by Freure Investments; and

(ii) the motion for appointment by the Court of a receiver-manager over five different
properties which are the subject matter of the mortgages (four of which properties are
apartment/townhouse complexes totalling 286 units and one of which is an as yet un-
developed property).

2 This endorsement pertains to both motions.
The Motion for Summary Judgment

3 Three of the mortgages have matured and have not been repaid. The fourth has not yet
matured but, along with the first three, is in default as a result of the failure to pay tax arrears.
The total tax arrears outstanding are in excess of $850,000. The Bank is owed in excess of
$13,200,000. There is no question that the mortgages are in default. Nor is it contested that the
monies are presently due and owing. The Defendants argue, however, that the Bank had
agreed to forebear or to stand-still for six months to a year in May, 1995 and therefore submit
the monies were not due and owing at the time demand was made and proceedings com-
menced.

4 There is simply no merit to this defence on the evidence and there is no issue with re-
spect to it which survives the "good hard look at the evidence" which the authorities require
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the Court to take and which requires a trial for its disposition: see Rule 20.01 and Rule 20.04,
Pizza Pizza Ltd. v. Gillespie (1990), 75 O.R. (2d) 225 (Gen. Div.); Irving Ungerman Ltd. v.
Galanis (1993) 4 O.R. (3d) 545 (C.A)).

5 On his cross-examination, Mr. Freure admitted:

(i) that he knew the Bank had not entered into any agreement whereby it had waived its
rights under its security or to enforce its security; and

(i1) that he realized the Bank was entitled to make demand, that the individual debtors in
the Freure Group owed the money, that they did not have the money to pay and the
$13,200,000 indebtedness was "due and owing" (see cross-examination questions 46-54,
88-96, 233-243).

6 As to the guarantees of Freure Investments, an argument was put forward that the Bank
changed its position with regard to the accumulation of tax arrears without notice to the guar-
antor, and accordingly that a triable issues exists in that regard.

7 No such triable issue exists. The guarantee provisions of the mortgage itself permit the
Bank to negotiate changes in the security with the principal debtor. Moreover, the principal of
the principal debtor and the principal of the guarantor - Mr. Freure - are the same. Finally, the
evidence which is relied upon for the change in the Bank's position - an internal Bank memo
from the local branch to the credit committee of the Bank in Toronto - is not proof of any such
agreement with the debtor or change; it is merely a recitation of various position proposals
and a recommendation to the credit committee, which was not followed.

8 Accordingly, summary judgment is granted as sought in accordance with the draft judg-
ment filed today and on which I have placed my fiat. The cost portion of the judgment will
bear interest at the Courts of Justice Act rate.

Receiver/Manager

9 The more difficult issue for determination is whether or not the Court should appoint a
receiver/manager.

10 It is conceded, in effect, that if the loans are in default and not saved from immediate
payment by the alleged forbearance agreement - which they are, and are not, respectively - the
Bank is entitled to move under its security and appoint a receiver-manager privately. Indeed
this is the route which the Defendants - supported by the subsequent creditor on one of the
properties (Boehmers, on the Glencairn property) - urge must be taken. The other major cred-
itors, TD Bank and Canada Trust, who are owed approximately $20,000,000 between them,
take no position on the motion.

11 The Court has the power to appoint a receiver or receiver and manager where it is "just
or convenient" to do so: the Courts of Justice Act, R.S.0. 1990, c. 43, s. 101. In deciding
whether or not to do so, it must have regard to all of the circumstances but in particular the
nature of the property and the rights and interests of all parties in relation thereto. The fact
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that the moving party has a right under its security to appoint a receiver is an important factor
to be considered but so, in such circumstances, is the question of whether or not an appoint-
ment by the Court is necessary to enable the receiver-manager to carry out its work and duties
more efficiently; see generally Third Generation Realty Ltd. v. Twigg (1991) 6 C.P.C. (3d)
366 (Ont. Gen. Div.) at pages 372-374; Confederation Trust Co. v. Dentbram Developments
Ltd. (1992), 9 C.P.C. (3d) 399 (Ont. Gen. Div.); Royal Trust Corp. of Canada v. D.Q. Plaza
Holdings Ltd. (1984), 54 C.B.R. (N.S.) 18 (Sask. Q.B.) at page 21. It is not essential that the
moving party, a secured creditor, establish that it will suffer irreparable harm if a receiver-
manager is not appointed: Swiss Bank Corp. (Canada) v. Odyssey Industries Inc. (1995), 30
C.B.R. (3d) 49 (Ont. Gen. Div. [Commercial List]).

12 The Defendants and the opposing creditor argue that the Bank can perfectly effectively
exercise its private remedies and that the Court should not intervene by giving the extraordin-
ary remedy of appointing a receiver when it has not yet done so and there is no evidence its
interest will not be well protected if it did. They also argue that a Court appointed receiver
will be more costly than a privately appointed one, eroding their interests in the property.

13 While I accept the general notion that the appointment of a receiver is an extraordinary
remedy, it seems to me that where the security instrument permits the appointment of a private
receiver - and even contemplates, as this one does, the secured creditor seeking a court ap-
pointed receiver - and where the circumstances of default justify the appointment of a private
receiver, the "extraordinary" nature of the remedy sought is less essential to the inquiry.
Rather, the "just or convenient" question becomes one of the Court determining, in the exer-
cise of its discretion, whether it is more in the interests of all concerned to have the receiver
appointed by the Court or not. This, of course, involves an examination of all the circum-
stances which I have outlined earlier in this endorsement, including the potential costs, the re-
lationship between the debtor and the creditors, the likelihood of maximizing the return on
and preserving the subject property and the best way of facilitating the work and duties of the
receiver-manager.

14 Here I am satisfied on balance it is just and convenient for the order soulght to be
made. The Defendants have been attempting to refinance the properties for 1 "/, years
without success, although a letter from Mutual Trust dated yesterday suggests (again) the pos-
sibility of a refinancing in the near future. The Bank and the debtors are deadlocked and I in-
fer from the history and evidence that the Bank's attempts to enforce its security privately will
only lead to more litigation. Indeed, the debtor's solicitors themselves refer to the prospect of
"costly, protracted and unproductive" litigation in a letter dated March 21st of this year,
should the Bank seek to pursue its remedies. More significantly, the parties cannot agree on
the proper approach to be taken to marketing the properties which everyone agrees must be
sold. Should it be on a unit by unit conversion condominium basis (as the debtor proposes) or
on an en bloc basis as the Bank would prefer? A Court appointed receiver with a mandate to
develop a marketing plan can resolve that impasse, subject to the Court's approval, whereas a
privately appointed receiver in all likelihood could not, at least without further litigious skir-
mishing. In the end, I am satisfied the interests of the debtors themselves, along with those of
the creditors (and the tenants, who will be caught in the middle) and the orderly disposition of
the property are all better served by the appointment of the receiver-manager as requested.
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15 I am prepared, in the circumstances, however, to render the debtors one last chance to
rescue the situation, if they can bring the potential Mutual Trust refinancing to fruition. I post-
pone the effectiveness of the order appointing Doane Raymond as receiver-manager for a peri-
od of three weeks from this date. If a refinancing arrangement which is satisfactory to the
Bank and which is firm and concrete can be arranged by that time, I may be spoken to at a
9:30 appointment on Monday, June 24, 1996 with regard to a further postponement. The order
will relate back to today's date, if taken out.

16 Should the Bank be advised to appoint Doane Raymond as a private receiver/manager
under its mortgages in the interim, it may do so.

17 Counsel may attend at an earlier 9:30 appointment if necessary to speak to the form of
the order.

Motions granted.

END OF DOCUMENT
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NOTICE OF APPLICATION

TO THE RESPONDENTS

A LEGAL PROCEEDING HAS BEEN COMMENCED by the Applicant. The claim
made by the Applicant appears on the following pages.

THIS APPLICATION will come on for a hearing before a Judge presiding over the
Commercial List on Friday, October 7, 2011 at 10:00 a.m. or as soon thereafter as the application
may be heard at 330 University Avenue, Toronto, Ontario.

IF YOU WISH TO OPPOSE THIS APPLICATION, you or an Ontario lawyer acting for
you must forthwith prepare a notice of appearance in Form 38A prescribed by the Rules of Civil
Procedure, serve it on the Applicant's lawyer or, where the Applicant does not have a lawyer,



2.

serve it on the Applicant, and file it, with proof of service, in this court office, and you or your
lawyer must appear at the hearing.

IF YOU WISH TO PRESENT AFFIDAVIT OR OTHER DOCUMENTARY
EVIDENCE TO THE COURT OR TO EXAMINE OR CROSS - EXAMINE WITNESSES ON
THE APPLICATION, you or your lawyer must, in addition to serving your notice of appearance,
serve a copy of the evidence on the Applicant's lawyer or, where the Applicant does not have a
lawyer, serve it on the Applicant, and file it, with proof of service, in the court office where the
application is to be heard as soon as possible, but not later than 2 p.m. on the day before the
hearing.

IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE GIVEN IN
YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU.

IF YOU WISH TO OPPOSE THIS APPLICATION BUT ARE UNABLE TO PAY
LEGAL FEES, LEGAL AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL
LEGAL AID OFFICE.

Date: October 3, 2011 Issued by

Localw

Address of court office:
330 University Avenue

7™ Floor
Toronto, ON M5G 1R7

TO: THE ATTACHED SERVICE LIST



APPLICATION

THE APPLICANT MAKES AN APPLICATION FOR:

(a)

®

(©)

an Order abridging the time for, and validating the service of, the within

application such that this Application is properly returnable on October 7, 2011;

an Order pursuant to section 243(1) of the Bankruptcy and Insolvency Act, R.5.C.
1985, c. B-3, as amended (the “BIA”) and section 101 of the Courts of Justice
Act, R.S.O. 1990, c¢. CA43, as amended (the “CJA™) appointing
PricewaterhouseCoopers Inc. as receiver (the “Receiver™) over all the property,
assets and undertakings of Bodkin Financial Corporation (“Financial”}, Bodkin
Capital Corporation (“Capital”) and Bodkin Leasing Corporation (“Leasing”,
and together with Financial and Capital hereinafter referred to as the
“Respondents” or “Bodkin”), in substantially the form of the draft order included
in the Application Record at Tab “3”; and

such further and other relief as counsel may advise and this Honourable Court

may permit.

THE GROUNDS FOR THE APPLICATION ARE:

(a)

(b)

(©)

CY

Bodkin carries on business as a provider of vehicle and equipment financing to a

wide range of commercial customers nationally;

Since May 2004, Bank of Montreal (“BMO” or the “Bank”) has provided credit
facilities to Financial to finance Bodkin’s operations pursuant to various term

sheets and lending agreements;

Financial is indebted to the Bank in the aggregate principal amount of
approximately $10,354,803.27, as at September 30, 2011, plus all applicable
interest, fees, amounts and costs thereon, in respect of certain credit facilities

extended by BMO to Financial;

Capital and Leasing are each indebted to the Bank in the aggregate principal
amount of approximately $10,354,803.27 as at September 30, 2011, plus all

applicable interest and costs thereon, under certain guaranteces made by each of
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Capital and Leasing in favour of BMO guarantecing all of the obligations of

Financial to BMO to the maximum amount of $35,000,000;

BMO holds security over all of the personal property of Bodkin pursuant to
certain security documents (collectively, the “Security Documents”). Upon
default under the Security Documents, the Bank has the ability to appoint a

receiver over the property of Bodkin subject to the security;

the Respondents have committed various defaults under the BMO credit facilities
and the Security Documents and the security interests of the Bank are

enforceable;

Bodkin has been in a liquidity crisis since March 2010 and the Bank is unaware of
any sources of liquidity available to Bodkin to permit Bodkin to meet its working
capital obligations as they come due and continue to operate in the ordinary

course of business;

the Bank refrained from demanding repayment of the BMO credit facilities,
permitted the existence of margin deficits and overadvanced funds to Bodkin for
an 19-month period of time in an effort to facilitate a going concern sale of

Bodkin’s business;

since the spring of 2009, Bodkin has completed: (i) an informal solicitation
process in an attempt to locate a party that was prepared to re-finance Bodkin’s
indebtedness, provide an equity investment and/or purchase the Bodkin leasing
business on a going concern basis; and (ii) a formal sales process with the

assistance of a financial advisor, PricewaterhouseCoopers Corporate Finance Inc.;

Bodkin has been able to successfully negotiate a proposed sale transaction with
affiliates of Equirex Leasing Corp. (“Equirex”), with the consent of its two
primary secured stakeholders, the Bank and Sun Life Assurance Company of

Canada;
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on September 2, 2011, the Bank delivered a notice of intention to enforce security
pursuant to section 244(1) of the BIA to each of the Respondents. On October 3,
2011, the Bank demanded payment from each of the Respondents; '

the appointment of a Receiver to complete the proposed Equirex sale transaction
is in the best interest of all of Bodkin’s stakeholders, as it will allow for the going
concern sale of the Bodkin business to Equirex, which will provide continued
employment to the majority of Bodkin’s current employees, and the funds to be
received by the Receiver from the sale may result in the BMO credit facilities
being satisfied in full and funds being available to be distributed to the other
stakeholderé of Bodkin;

the appointment of a Receiver is just and convenient;
section 243 of the BIA
section 101 of the CJA;

rules 1.04, 2.01, 2.03, 3.02, 14.05 and 38 of the Rules of Civil Procedure, RR.O.
1990, Reg. 194; and

such further and other grounds as counsel may advise and this Honourable Court

may permit.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the

application:

(a)

(&

the Affidavit of Paul James Findlay, sworn on October 3, 2011 and the exhibits

referred to therein; and

such further and documentary evidence as counsel may advise and this

Honourable Court may permit.
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October 3, 2011 BORDEN LADNER GERVAIS LLP
Barristers and Solicitors
Scotia Plaza, 40 King Street West
Toronto, Ontario M5H 3Y4

SAM P. RAPPOS
Tel: 416-367-6033
Fax: 416-361-7306
LSUC#: 513998

H. ALEXANDER ZIMMERMAN
Tel: 416-367-6003

- Fax: 416-361-2520
LSUCH#: 17663W

Solicitors for the Applicant
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Court File No. CV-11-9412-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF AN APPLICATION UNDER SECTION 243(1)
OF THE BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, ¢. B-3, AS AMENDED

AND IN THE MATTER OF SECTION 101 OF
THE COURTS OF JUSTICE ACT, R.S.0, 1990, c. C.43, AS AMENDED

BETWEEN:
BANK OF MONTREAL
Applicant
-and -

, BODKIN FINANCIAL CORPORATION,
BODKIN CAPITAL CORPORATION AND BODKIN LEASING CORPORATION

Respondents

AFFIDAVIT OF PAUL JAMES FINDLAY
(sworn October 3, 2011)

I, PAUL JAMES FINDLAY, of the City of Vaughan, in the Province of Ontario,
MAKE OATH AND SAY THAT:

1. I am a Senior Account Manager in the Special Accounts Management Unit of Bank of
Montreal (“BMO” or the “Bank™). Since March 2010, I have been responsible for the
administration of the Bank’s credit facilities made available to the Respondents, and as such I
have personal knowledge of the matters deposed herein, save and except where stated to be
based on information obtained from other sources, in which case I have identified the source of

the information and believe such information to be true.
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2. This affidavit is filed in support of an application by BMO for the appointment of
PricewaterhouseCoopers Inc. (“PwC”) as receiver (the “Receiver”) over all of the property,
assets and undertaking of Bodkin Financial Corporation (“Financial”), Bodkin Capital
- Corporation (“Capital”) and Bodkin Leasing Corporation (“Leasing”, and together with
Financial and Capital hereinafter referred to collectively as “Bodkin”) pursuant to section 243 of
the Bankruptcy and Insolvency Act (Canada) (“BIA”) and section 101 of the Courts of Justice
Act (Ontario).

I.  BACKGROUND

A, Bodkin’s Business

3. Bodkin carries on business as a provider of vehicle and equipment financing to a wide
range of commercial customers nationally, with an emphasis on financing new and used assets
up to $100,000 in value. Bodkin originates new leasing business mainly through its network of
independent brokers, of which it deals with approximately twenty on a frequent basis. The

average Bodkin leasing transaction is approximately $40,000 in value.

4. The Bodkin business is operated through two of Financial’s subsidiaries, Capital and
Leasing. Leasing was incorporated in 1950 and has been in the business of leasing vehicles to
commercial customers since that time. Capital was incorporated in 1996 and is focused on
providing equipment financing to commercial customers. Aftached hereto and marked as
Exhibit “A” is a copy of a Corporation Profile Report for Financial obtained from the
Companies and Personal Property Security Branch of the Ontario Ministry of Consumer and
Business Services dated September 7, 2011, and copies of a Corporations Canada report for each

of Capital and Leasing obtained from Industry Canada dated September 7, 2011.

5. Bodkin typically purchased new and used equipment and vehicles with funds drawn from
its Operating Credit Facility (as defined below) with the Bank. Once the equipment and vehicles
were purchased and leases were entered into with third parties, the leases were either assigned to
Sun Life (as defined below) under a lease securitization facility, which is discussed in greater
detail below, or transferred to Bodkin’s Wholesale Leasing Credit Facility, Heavy Duty Truck
and Trailer Leasing Facility or New Equipment Leasing Facility (as each such capitalized term is
defined below) with the Bank.
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6. Bodkin’s head office is located at premises municipally known as 2150 Dunwin Drive,
Unit # 1 in Mississauga, Ontario (the “Head Office™). Bodkin leases the Head Office premises
and maintains sales, collection and credit staff that operate out of home offices across Canada.
,.Bodkin does not own any real property, and, in addition to the Head Office, leases real property
in Vancouver, British Columbia, which is currently being sublet by Bodkin to a third-party

tenant.

7. I have been advised by Mr. John D. Mitchell, Chief Financial Officer of Bodkin (*Mr.
Mitchell”), that Bodkin employed, as of September 27, 2011, thirty-two full-time employees,
one part-time employee, and four contract staff. No Bodkin employees or consultants are
represented by a union, and Bodkin does not sponsor a pension plan for any of its employees or

consultants.

_ B. Relationship with Secured Stakeholders - BMO

1. Bodkin’s Obligatibns to the Bank

8. Since May 2004, BMO has provided credit facilities to Financial to finance Bodkin’s
operations pursuant to various term sheets and lending agreements, the most recent of which is a
term sheet dated September 20, 2011 and accepted by Financial on September 21, 2011 (the
“September 20/11 Term Sheet”). Attached hereto and marked as Exhibit “B” is a copy of the
September 20/11 Term Sheet.

9. Pursuant to the terms of the September 20/11 Term Sheet, BMO has extended the
following credit facilities to Financial (collectively, the “BMO Credit Facilities™):

(a) a demand operating facility in the aggregate maximum amount of $10,000,000
effective September 20, 2011 to September 25, 2011, and $9,000,000 effective
September 26, 2011 to October 3, 2011 to finance daily business operations
(“Operating Credit Facility™);

(b)  a demand wholesale leasing credit facility in the aggregate maximum amount of
$3,344,497.94 to finance the acquisition and leasing of new and used vehicles
(“Wholesale Leasing Credit Facility™);
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(©) a demand credit facility in the aggregate maximum amount of $2,835,752.64 to
finance the acquisition and leasing of new and used heavy duty trucks and trailers
(“Heavy Duty Truck and Trailer Leasing Credit Facility”);

(d)  a demand credit facility in the aggregate maximum amount of $860,927.86 to
finance the acquisition and leasing of specific types of new equipment ( “New

Equipment Leasing Credit Facility™); and
(e) a $5,000 corporate MasterCard facility (“MasterCard Facility”).

10.  As set out in the September 20/11 Term Sheet, each of the Wholesale Leasing Credit
Facility, Heavy Duty Truck and Trailer Leasing Credit Facility and New Equipment Leasing
Credit Facility are fully drawn and BMO will not be financing any additional leases under any of

these facilities.

11.  In connection with the BMO Credit Facilities provided to Financial, BMO has obtained
guarantees from Capital and Leasing that guarantee payment to the Bank of all present and future
debts and liabilities owed to the Bank by Financial, to the maximum amount of $35 million.
Attached hereto and marked as Exhibit “C” are copies of a Guarantee for Indebtedness of an
Incorporated Company dated May 3, 2004 granted by Capital in favour of the Bank and a
Guarantee for Indebtedness of an Incorporated Company dated May 3, 2004 granted by Leasing

in favour of the Bank (collectively, the “Guarantees™).

12.  As of September 30, 2011, an aggregate principal amount of $10,354,803.27, exclusive
of all applicable costs, fees and interest, was outstanding under the BMO Credit Facilities, which

principal amount is comprised of the following:
(a) $3,573,271..78 owing under the Ope;ating Credit Facility;
(b)  $3.242,947.97 owing under the Wholesale Leasing Credit Facility;
(c) $2,716,340.07 owing under the Heavy Duty Truck and Trailer Leasing Facility;

(d  $821,362.00 owing under the New Equipment Leasing Facility; and
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(e)  $881.45 owing under the MasterCard Facility.

13.  As set out in the September 20/11 Term Sheet and predecessor term sheets between the
Bank and Financial, and as confirmed in the Supplemental Forbearance Agreement (as defined
below), the indebtedness owed by Financial to the Bank under the BMO Credit Facilities is
payable to the Bank on demand, which demand the Bank is entitled to make at any time in its

sole discretion.

2. Security Granted to the Bank

14.  The indebtedness and liabilities of Financial to the Bank from time to time under or in
connection with the BMO Credit Facilitics are secured by, among other things, the following

(collectively, the “Financial Security Documents”):

(a) Ontario Personal Property Security Act Security Agreement dated May 3, 2004
granted by Financial in favour of the Bank;

(b) ~ Movable Hypothec dated April 29, 2004 granted by Financial in favour of the
Bank;

(©) Security Agreement Re: Leased Vehicles dated May 3, 2004 granted by Financial
in favour of the Bank; and

(d  Amendment and Acknowledgement Agreement dated December 15, 2005
between BMO and Financial.

Attached hereto and marked as Exhibit “D” are copies of the Financial Security Documents.

15.  The obligations of Capital and Leasing to the Bank from time to time under or in
connection with their respective Guarantees are secured by the following (collectively, the
“Capital and Leasing Security Documents”, and together with the Financial Security

Documents hereinafter referred to as the “Security Documents™):

(a) Ontario Personal Property Security Act Security Agreement dated May 3, 2004
granted by Capital in favour of the Bank;



-6 -

(b)  Ontario Personal Property Security Act Security Agreement dated May 3, 2004
granted by Leasing in favour of the Bank;

(¢}  Movable Hypothec dated April 29, 2004 granted by Capital in favour of the Bank;

(d)  Movable Hypothec dated April 29, 2004 granted by Leasing in favour of the
Bank;

(e) Security Agreement Re: Leased Vehicles dated May 3, 2004 granted by Capital in
favour of the Bank;

® Security Agreement Re: Leased Vehicles dated May 3, 2004 granted by Leasing
in favour of the Bank; and

(2) Acknowledgement and Agreement dated December 15, 2005 granted by Capital
and Leasing in favour of the Bank.

Attached hereto and marked as Exhibit “E” are copies of the Capital and Leasing Security

Documents.

16.  Pursuant to the terms of the Security Documents, each of Financial, Capital and Leasing

have respectively:

(a) granted to the Bank a security interest in all of their present and future inventory,
equipment, intangibles, chattel papers, documents of title, instruments, money and

securities, and any proceeds therefrom;

(b)  granted to the Bank a floating charge in all of their present and future undertaking
and all of their present and future property and assets, real and personal, movable
or immovable, of whatsoever nature and kind, subject to the exceptions set forth

therein;

©) granted to the Bank a security interest in all vehicles purchased with funds
provided by the Bank, all leases with respect to such vehicles and all rights,

benefits and proceeds arising out of such vehicles or leases; and
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(d)  hypothecated in favour of the Bank all of their present and future property, both

corporeal and incorporeal, then owned or thereafter acquired.

17.  In the Supplemental Forbearance Agreement, Bodkin acknowledged and agreed that: (a)
the Security Documents shall secure, and continue to secure, all of the respective obligations of
Financial, Capital, and Leasing to the Bank, present and future, direct or indirect, absolute or
contingent, matured or not; and (b) each of the Security Documents is a legal, valid and binding
obligation enforceable against Bodkin and Bodkin's property in accordance with the respective

terms of such Security Document.

18. Pursuant to the terms of the Security Documents, each of Financial, Capital and Leasing
has respectively agreed that, upon a default under the applicable Security Document, the Bank is
entitled to appoint a Receiver by instrument in writiﬁg and/or seek the Court-appointment of a
Receiver. A default under such Security Documents occurs when, among other things, the
respective Bodkin entity is in default of any of its obligations to the Bank or has defaulted in the

due performance of any covenant given to the Bank.

.19.  As Bodkin leases vehicles and equipment to commercial customers across Canada, the
Bank has registered its security interests in fhe property of each of Financial, Capital and Leasing
with the registries maintained under the Personal Property Security Act (the “PPSA”) in every
province and territory in Canada (other than the Province of Quebec). The Bank has also
registered its hypothecs over the property of each of Financial, Capital and Leasing in the
Register of Personal and Movable Real Rights (the “RPMRR”) maintained in Quebec.

20, I have been advised by Mr. H. Alexander Zimmerman, a partner at Borden Ladner
Gervais LLP (“BLG”), counsel to the Bank, that the chart attached hereto and marked as Exhibit
“F” is a summary prépared by BLG of the security interest registratidns filed by the Bank and
other secured parties against each of Financial, Capital and Leasing under the PPSA of each
province and te_n‘ifory in Canada {other than Quebec) and the hypothec registrations filed against
each of Financial, Capital and Leasing under the RPMRR in Quebec, as of the dates set out in the
chart.
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C. Relationship with Secured Stakeholders - Sun Life

1, Securiiization Facility

i) Background

21. In 1997, Capital and Leasing, among other affiliated companies, entered into a
securitization arrangement with Mutual Life Assurance Company of Canada (“Mutual Life”), a
predecessor of Sun Life Assurance Company of Canada (“Sun Life”). Attached hereto and
marked as Exhibit “G” is a copy of the Master Assignment Agreement made as of November
26, 1997 among Mutual Life, Capital, Leasing, Bodkin Equipment Leasing Corporation
(“Equipment™) and 551520 Ontario Limited (“551520”), as amended by the Amendment to
Master Assignment Agreement effective as of May 1, 2000 among Mutual Life (then known as
~Clarica Life Insurance Company), Capital, Leasing, Equipment and 551520 (aménding the name
of the agreement to be known as the Master Purchase and Assignment Agreement) and the
Second Amendment to Master Purchase and Assignment Agreement effective as of December
14, 2005 among Sun Life, Financial, Capital, Leasing, Equipment and 551520 (collectively, the
“MPAA”).

22.  Pursuant to section 2 of the MPAA, Capital and Leasing have the option, from time to
time, to offer to make a bulk assignment of equipment and vehicle leases, and certain rights
under the leases, to Sun Life, with the purchase price of the assignment being the net book value
of the assigned leases, less a discount calculated at a rate provided therein. The equipment and
vehicles subject to the leases assigned to Sun Life were not sold or assigned to Sun Life and
continued to be the property of Bodkin. However, Bodkin granted a security interest in such

equipment and vehicles to Sun Life.
23.  Under the terms of the MPAA, Capital and Leasing were:
(a)  appointed as agent of Sun Life;

(b)  required to pay to Sun Life, on the payment date in respect of each lease éssigned
to Sun Life (which is the first day of the month), all receivables actually received

by Capital and Leasing under each such lease;
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(¢)  required to use their best efforts, as agent, to collect or cause to be collected from
each lessee the receivables and payments owed under the leases assigned to Sun
Life;

(d)  required to hold in trust and remit to Sun Life all payments collected or received

under the leases assigned to Sun Life;

(e) required to continue to duly and punctually perform and observe all of the
covenants and obligations of the lessor under each lease assigned to Sun Life and
maintain such records in respect of each such lease and the equipment leased

thereunder as prudent business practice would require;‘

3] required to attend to all dealings. with lessees with respect to early buyouts or
upgrades of any leases assigned to Sun Life and account to Sun Life for the

proceeds thereof, and

(2)  required to prepare and provide to Sun Life monthly reporting for each of the

leases assigned to Sun Life.

24.  Under the Sun Life securitization facility, the amount of financing available to Capital
and Leasing was determined by term sheets entered into among Sun Life, Capital and Leasing,
amongst others. Attached hereto and marked as Exhibit “H” is a copy of the most recent Sun
Life term sheet dated February 24, 2010 (the “Sun Life Term Sheet”).

25. 1 have been informed by Mr. Mitchell that the net present value of the lease receivables
assigned to Sun Life under the MPAA was approximately $143,123,767 as of August 31, 2011,
and the Sun Life securitization facility constituted approximately 7,000 equipment and vehicle
leases as of that date. The lease receivables are contained within the following two lease
portfolios: (i) Book 1, which, Mr. Miichell has informed me had a net present value of
approximately $14,209,666 as of August 31, 2011; and (ii) Book 2, which was established in
December 2008 and, Mr. Mitchell has informed me, had a net present value of approximately
$128,914,101 as of August 31, 2011. Book 1 is currently being run off, and no new leases have

been securitized under Book 1 since November 2008.
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26.  Additionally, as set out in the Sun Life Term Sheet:

(a)  the securitization facility is cross-defaulted with Bodkin’s credit facilities with the
Bank;:

(b)  Capital and Leasing covenanted that their tangible net worth would be no less
than $7,500,000, their Leverage Ratio (as defined below) would not exceed 22.5
to 1 and their Interest Coverage Ratio (as defined below) would be no less than
1.75to 1;

(c) Sun Life had the ability, acting in its sole discretion, to refrain from releasing
funds from the Reserve Fund (as defined below) to Capital and Leasing, to halt
funding and to terminate the securitization facility if any of the following
delinquency and loss triggers were breached under the securitized lease portfolios

(collectively, the “Lockup Triggers™):

@) rolling average Delinquency Ratio' is greater than 3.0% on a rolling 3-
month basis for both Book 1 and Book 2;

(ii)  rolling average Loss Ratio (an annualized ratio)’ is greater than 3.5% on a
rblling 3-month basis or greater than 2.5% on a rolling 12-month basis for
Book 1; and

(ii))  rolling average Loss Ratio is greater than 2.5% on a rolling 3-month basis

or greater than 2.0% on a rolling 12-month basis for Book 2.

27.  The Sun Life securitization facility is a vital component of Bodkin’s business. Based on
Bodkin’s 2009 Audited Financial Statements and its 2010 Unaudited Financial Statements (as
each such capitalized term is defined below), approximately 66.1%, 53.7% and 56.6% of

! Defined in the Sun Life 2010 Term Sheet to mean, for any month, the ratio of (a) the outstanding balance on all
obligations greater than thirty (30) days overdue at the end of such month to (b) the aggregate outstanding balance as
at the beginning of such month. ‘

2 Defined in the Sun Life 2010 Term Sheet to mean the monthly Net Losses (which is defined, for any month, as the
sum, without duplication, of the outstanding balances of all obligations that are in default at the end of such month
less any recoveries for such obligations received during such month) divided by the net present value at the
beginning of the month.
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Bodkin’s total revenue was income earned by Bodkin under the Sun Life securitization facility

respectively for the 2008, 2009 and 2010 fiscal years.

28.  The Sun Life Term Sheet expired on January 31, 2011. I have been informed by Mr.
Paul H. Royds, Bodkin’s President and Chief Executive Officer (“Mr. Royds™), that Sun Life
has not renewed its securitization facility with Bodkin and since that date has purchased

equipment and vehicle leases under the MPAA on an ad hoc basis.

i) Reserve Fund

29.  Pursuant to section 3 of the MPAA, Capital and Leasing were required, at the time when
an assignment of leases to Sun Life was completed, to contribute to a reserve fund (the “Reserve

Fund”) a set percentage of the assignment price of the leases (the “Contribution Threshold”).

30. Section 3 of the MPAA also provided that at no time would Capital and Leasing be
required to pay into or to maintain an amount in the Reserve Fund in excess of a set percentage
of the net book value of all outstanding assigned leases as calculated at any time (the “Release
Threshold™). Pursuant to section 9 of the Master Reserve Fund Agreement attached as Schedule
“A” to the MPAA, any amounts in the Reserve Fund in excess of 6.5% of the net book value of
the receivables were to be released to Capital and Leasing. The Reléase Threshold has since

been increased, as set forth in further detail in paragraph 51 below.

31. I understand that the Reserve Fund is intended to act as collateral for any delinquencies
or credit losses in the leases that were assigned by Bodkin to Sun Life, and to fund costs
associated with the administration of the assigned leases by Bodkin, such as default and
enforcement costs. Pursuant to a Priority / Inter-Creditor Agreement dated December 12, 2005
{the “Priority Agreement”) among Sun Life, the Bank, Bodkin and Industrial Alliance
Insurance and Financial Services Inc. (“Industrial”), each of Industrial and the Bank released
any security interest it may have in the Reserve Fund. However, the Bank did not therein
release, and has not otherwise released, the security interest it has in any moneys payable to
Bodkin out of the Reserve Fund from time to time. Attached hereto and marked as Exhibit “I”
is a copy of the Priority Agreement. I understand that Industrial is no longer a creditor of
Bodkin.
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32.  1have been informed by Mr. Mitchell that the balance in the Reserve Fund as at August
31, 2011 was approximately $13,606,980.14. Bodkin is entitled, under the Master Reserve Fund
Agreement, to a return of all moneys remaining in the Reserve Fund following the termination of
all of the leases in Book I and Book 2 and the payment of any losses incurred by Sun Life in
connection therewith. This contingent receivable is Bodkin's sole asset of any material value at

this time.

D. Relationship with Other Stakeholders — CRA

33.  Ihave been informed by Mr. Mitchell that the voting control of Bodkin changed effective
August 31, 2010 as a result of a transaction entered into by certain of Financial’s shareholders.
Mr. Mitchell has indicated that this change of control entitled Bodkin to revalue its assets for tax
purposes, which revaluation created sufficient tax losses to eliminate Bodkin’s income tax
liability for the 2009 and 2010 fiscal years and to entitle Bodkin to recover taxes paid by it for
the 2008 fiscal year.

34.  Ihave also been informed by Mr. Mitchell that tax returns for fiscal year 2010 for Capital
and Leasing were filed on January 30, 2011. Notices of assessment for 2010, and notices of
reassessment with respect to the carry-back of non-capital losses to 2008 and 2009, were
received by Bodkin during the week of February 25, 2011. The 2009 tax liabilities for Cépital
and Leasing were offset by the non-capital loss carry-back from 2010. Leasing received a refund
of approximately $74,373 from the Canada Revenue Agency (“CRA”) during the week of
February 25, 2011. Additionally, Leasing made payments to CRA in respect of its 2009 tax
liability of $48,610 in September 2010 by way of a CRA holdback of a GST/HST refund, and
$87,500 in January 2011. Capital made payment to CRA on March 8, 2011 of $23,176.53, with |
respect to a 2010 capital tax liability. On March 9, 2011 CRA withheld this same amount of
$23,176.53 from Capital’s GST/HST refund for the month of January 2011 in settlement of the
2010 capital tax liability as well. Subsequently, CRA refunded the amount of $23,176.53 to
Capital due to Capital’s earlier payment of this amount.

35.  Additionally, during the week of February 25, 2010, a CRA representative indicated that
the outstanding reassessment notices for fiscal years 2005 to 2008 in connection with the CRA
audit of Leasing in 2010 had not been processed yet by the Sudbury Taxation Office. Bodkin
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received such re-assessment notices on May 16, 2011, indicating that a refund of approximately
$336,000 was in the process of being mailed to Bodkin. I have been informed by Mr. Mitchell
that Bodkin received this refund from the CRA on May 24, 2011. These monies, as well as the
monies received by Bodkin in respect of the tax refunds referred to in paragraph 34 above, have

been expended by Bodkin in carrying on its business in the ordinary course.

IL BODKIN’S FINANCIAL DIFFICULTIES

A, Breaches of Covenants and Defaults

1. BMO Credit Facilities

36. Under the terms of the credit facilities provided by the Bank to Bodkin, Bodkin
covenanted to not exceed certain financial ratios. Pursuant to the terms of the term sheet dated
April 20, 2009 and accepted by Financial on April 23, 2009 (the “April 2009 Term Sheet”),
Financial covenanted to the Bank that Bodkin would maintain, on a.consolidated basis, a total
debt to tangible net worth ratio (the “Leverage Ratio™) not exceeding 6.50:1. Financial also
covenanted to the Bank that Bodkin’s consolidated ratio of earnings before interest and taxes to
interest expenses (the “Interest Coverage Ratio”) would be no less than 1.75:1. Attached
hereto and marked as Exhibit “J” is a copy of the April 2009 Term Sheet.

37.  As noted above, the most recent term sheet entered into by Financial and the Bank is the
September 20/11 Term Sheet. Under the terms of the September 20/11 Term Sheet, Financial

has covenanted that:
(a) Bodkin’s consolidated Leverage Coverage ratio would not exceed 5.25:1;
-(b) Bodkin’s consolidated Interest Coverage Ratio would be no less than 1.75:1; and

(c) Bodkin’s consolidated Tangible Net Worth would at all times be no less than
110% of the outstanding Securitization Proceeds Receivable (as such capitalized

terms are defined in the July 19/11 Term Sheet) (the “Securitization Ratio”).

38.  Based on the Bank’s review of the audited consolidated financial statements of Bodkin
for the fiscal year ended August 31, 2009 (the “2009 Audited Financial Statements”), which
the Bank received in February 2010, it became apparent that Bodkin was in breach of the
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financial covenants under the April 2009 Term Sheet and, as a result, was in default of the terms
of the Bank’s credit facilities. Aitached hereto and marked as Exhibit “K” is a copy of the 2009

Audited Financial Statements.

39.  According to the information contained in the 2009 Audited Financial Statements,
Bodkin’s Leverage Ratio was 43.32:1 as of August 31, 2009, notwithstanding that Financial
covenanted that the Leverage Ratio would not exceed 6.50:1 under the April 2009 Term Sheet.
Furthermore, according to information contained in Bodkin’s unaudited interim consolidated
financial statements for the fiscal periods ended February 28, 2010, March 31, 2010 and April
30, 2010, Bodkin’s Leverage Ratio was 13.49:1, 12.76:1 and 14.27:1 as at such dates
respectively. Additionally, Bodkin’s Interest Coverage Ratio was -0.44:1 as of August 31, 2009,
notwithstanding that Financial covenanted that the Interest Coverage Ratio would be no less than
1.75:1 under the April 2009 Term Sheet (collectively, the “Original Covenant Breaches™). The
Original Covenant Breaches were identified in the Original Forbearance Agreement (as defined
below), the terms and conditions of which were acknowledged by Bodkin. The Original
Covenant Breaches were also expressly acknowledged by Bodkin under the Supplemental

Forbearance Agreement.

40. In addition to the Original Covenant Breaches, as of its fiscal year ended August 31,
2010, Bodkin was still in breach of its Leverage Ratio and its Interest Coverage Ratio and was
also in breach of its Securitization Ratio. Based on the information contained in Bodkin’s
unaudited consolidated financial statements for the fiscal year ended August 31, 2010 (the “2010

Unaudited Financial Statements™):
() Bodkin’s consolidated Leverage Ratio was 5.29:1;
(b)  Bodkin’s consolidated Interest Coverage Ratio was 0.49:1; and
{c) Bodkin’s consolidated Securitization Ratio was 104%

as at August 31, 2010, in breach of its Leverage Ratio, Interest Coverage Ratio and
Securitization Ratio covenants (collectively, the “August 31/10 Covenant Breaches™).
Attached hereto and marked as Exhibit “L” is a copy of the 2010 Unaudited Financial
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Statements. The August 31/2010 Covenant Breaches were acknowledged by Bodkin in the

Supplemental Forbearance Agreement.

41.  In addition to the Original Covenant Breaches and the August 31/10 Covenant Breaches,
Bodkin’s unaudited interim consolidated financial statements for the fiscal periods ended
Septe.mber 30, 2010, October 31, 2010, November 30, 2010, December 31, 2010, January 31,
2011, February 28, 2011, March 31, 2011, -April 30, 2011, May 31, 201 1, June 30, 2011 and July
31, 2011 disclosed that the Securitization Ratio was 100%, 98%, 90%, 80%, 80%, 79%, 74%,
71%, 67%, 61% and 59% as at such dates respectively (collectively the “Securitization Ratie
Breaches™). Bodkin’s unaudited interim consolidated financial statements for the fiscal periods
ended December 31, 2010; January 31, 2011, February 28, 2011, May 31, 2011, June 30, 2011
and July 31, 2011 disclosed that the Interest Coverage Ratio was 1.35:1, 1.52:1, 1.63:1, 1.65:1,
1.68:1 and 1.67:1 as at such dates respectively (collectively, the “Interest Coverage Ratio
Breaches”). The Securitization Ratio Breaches have been acknowledged by Bodkin in the
Supplemental Forbearance Agreement and the acknowledgement letters dated March 14, 2011,
April 25, 2011, May 12, 2011, June 21, 2011, July 19, 2011, August 11, 2011 and September 20,
2011, copies of which are attached hereto as Exhibit “M” (collectively, the “Acknowledgement
Letters”). The Interest Coverage Ratio Breaches have also been acknowledged by Bodkin in the
March 14, 2011, April 25, 2011, July 19, 2011, August 11, 2011 and September 20, 2011
Acknowledgment Letters.

42.  As aresult, Bodkin was in breach of its:

(a) Leverage Ratio covenant with the Bank as at the fiscal year ended August 31,
2009, fiscal periods ended February 28, 2010, March 30, 2010, April 2010 and
fiscal year ended August 31, 2010;

(b)  Interest Coverage Ratio covenant with the Bark as at the fiscal year ended August
31, 2009, fiscal year ended August 31, 2010, and fiscal periods ended December
31, 2010, January 31, 2011, February 28, 2011, May 31, 2011, June 30, 2011 and
July 31, 2011; and
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(¢ Securitization Ratio as of the fiscal periods ended August 31, 2010 through to and
including July 31, 2011 (collectively, the “Covenant Breaches™). '

2. Sun Life Securitization Facility

43.  As set out above, under the Sun Life Term Sheet, Capital and Leasing covenanted that
Bodkin’s consolidated Leverage Ratio and Interest Coverage Ratio would not exceed certain
thresholds. As evidenced by the 2009 Audited Financial Statements, as of the fiscal year ended
August 31, 2009, Bodkin was in breach of the Leverage Ratio and Interest Coverage Ratio

covenants it had made to Sun Life.

44,  Additionally, as set out in the 2009 Audited Financial Statements and the Sun Life Term
Sheet, Capital and Leasing were in breach of the Lockup Triggers as of the fiscal year ended
August 31, 2009. As a result, the Sun Life securitization facility was placed under an Event of
Termination, Under the Sun Life Term Sheet,. any unresolved breach of the Lockup Triggers
permitted Sun Life, in its sole discretion, to halt additional funding and possibly terminate the

securitization facility.

45,  In addition to the breaches of the Lockup Triggers and the covenants contained in the Sun
Life Term Sheet, the Sun Life Term Sheet contfains a cross—default-provision whereby any
default under Bodkin’s credit facilities with the Bank could result in an immediate halt to any‘
additional funding, a lockup of the Reserve Fund and a termination of the securitization facility.
As a result, due to the defaults under the Bank’s credit facilities arising due to the Covenant
Breaches, Bodkin was also in default under the Sun Life Term Sheet under the cross-default

provision.

B. Liguidity Issues

1. Establishment of Margin Deficits

46. It came to the Bank’s attention in March 2010 that Financial’s liquidity position was such
that it would require advances under the Operating Credit Facility in an aggregate amount that
was greater than what was available to Financial under the margin terms contained in the April
2009 Term Sheet.



-17 -

47.  In March 2010, I had discussions with Mr. Royds regarding Bodkin’s expected margin
deficit position. I was informed by Mr. Royds that, to allow Bodkin to continue to operate, it
required the following margin deficits in April 2010:

(a)  $2.25 million for the week of April 5-9, 2010;

(b)  $2.0 million for the week of April 12-16, 2010;

{©) $1.0 million for the week of April 19-23, 2010; and
(@ $500,000 for the week of April 26-30, 2010.

48.  The Bank determined that, in order to allow Bodkin to continue to operate and write new
leases while it sought a resolution to its financial di.fﬁcuities, and notwithstanding the Original
Covenant Breaches, it would permit Bodkin to maintain the margin deficits for April 2010 set
out above, on the condition that Bodkin would: (i) begin to provide daily margin listings to the
Bank, so as to ensure that the. prescribed margin deficits were adhered to; (ii) extinguish the
margin deficit by April 30, 2010; and (iii) retain a financial advisor to assist Bodkin in
addressing its liquidity concerns and perform a review of Bodkin’s shdrt-term cash position_,

lease portfolio and monthly forecast for fiscal years 2010 and 2011.

49.  Notwithstanding its agreement to extinguish the margin deficit by April 30, 2010, Bodkin
continued to require margin deficits under the Operating Credit Facility to meet its obligations as
they generally became due and to write new leases. In order to permit Bodkin to continue on in
business and facilitate a sale of its business, as discussed in greater detail below, the Bank has
permitted Bodkin to maintain margin deficits up to and including October 3, 2011, pursuant to
various term sheets entered into between the Bank and Financial during that time period,
including the September 20/11 Term Sheet. Attached hereto and marked as Exhibit “N” is a
chart that sets out the Bodkin margin deficits from April 5, 2010 to October 3, 2011.

50.  The existence of the margin deficits, and the Bank’s willingness to provide additional
credit to Bodkin from March 2010 to October 3, 2011 notwithstanding Bodkin being in default
of its obligations to the Bank, significantly increased the Bank’s exposure to potential loss under

the Operating Credit Facility.
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2. Changes to Sun Life Securitization Facility

5. As noted earlier in my affidavit, a Reserve Fund was established under the Sun Life
securitization facility to provide collateral for any delinquencies in the leases that are assigned by |
Bodkin to Sun Life. The Contribution Threshold under the Reserve Fund was originally equal to
5% of the assignment price under the MPAA. However, the Contribution Threshold for Book 2
was subsequently increased to 6.75% under the Sun Life Term Sheet. Additionally, the Release
Threshold under the Reserve Fund was increased from 7.5% to 8.0% for Book 1, and increased
from 7.0% to 8.5% for Book 2, under the Sun Life Term Sheet. These changes adversely
affected Bodkin's liquidity and were a significant contributor to the margin deficits that arose as

detailed above.

III. FORBEARANCE AND SALES PROCESS

A, Forbearance

52.  In June 2010, Bodkin requested that the Bank forbear from demanding repayment of
Bodkin’s obligations and enforcing upon its security, notwithstanding the Original Covenant
Breaches, the defaults under the credit facilities and the liquidity issues facing Bodkin. The
request for the forbearance was made at a time when Bodkin and its shareholders were engaged
in discussions with potential purchasers under the informal sales process, described in greater

detail below.

53. A letter agreement was entered into dated June 18, 2010 and signed by the Bank,
Financial, Capital, Leasing and other parties (the “Original Forbearance Agreement™).
Attached hereto and marked as Exhibit “O” is a redacied copy of the Original Forbearance
JAgreement. The name of the purchaser identified in the Original Forbearance Agreement has
been redacted in the copy of the Original Forbearance Agreement attached as Exhibit “O” for

confidentiality reasons.

54.  As set out in the Original Forbearance Agreement, the Bank indicated its intention to
forbear from demanding payment of the indebtedness owed by Bodkin and taking steps to
enforce or otherwise realize upon its security until a date no later than August 31, 2010, subject
to certain conditions. One of the conditions of the forbearance was that Financial would abide

by any margin deficit that may be agreed to by the Bank. Additional conditions were with
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respect to matters relating to a potential sale of the Bodkin business to a purchaser, as is

discussed in greater detail below.

55. The Bank and Financial entered into an amendment to the Original Forbearance
Agreement dated and accepted on August 20, 2010 (the “First Amendment”). Pursuant to the
terms of the First Amendment, the Bank agreed to continue to forbear from enforcing its security
and demanding its repayment to September 30, 2010, provided that Bodkin had retained PwC to
undertake a sales process for the business of Bodkin and that a sale transaction was tendered for
acceptance by Bodkin by September 30, 2010, with such date being subject to potential
extension by the Bank. Attached hereto and marked as Exhibit “P” is a redacted copy of the
First Amendment, as the name of the purchaser identified in the First Amendment has been

redacted for confidentiality reasons.

56. By the end of September 2010, a sale fransaction had not been completed for the business
of Bodkin. However, at that time, Bodkin and PwC were in discussions with a few interested
parties, and as a result, Bodkin proposed to extend the negotiation phase of the sales process to
the middle of October 2010 in an ongoing effort to procure an offer to complete a sale
transaction on terms acceptable to Bodkin and its secured stakeholders. The Bank decided that,
in an effort to support and facilitate the completion of a sales transaction, it would continue to
forbear from making a demand for repayment from Bodkin and taking steps to enforce its
security to October 27, 2010 pursuant to the terms of a second amendment to the Original
Forbearance Agreement dated September 29, 2010 and accepted on September 30, 2010 (the
“Second Amendment™). Attached hereto and marked as Exhibit “Q” is a redacted copy of the
Second Amendment, as the name of the purchaser identified in the Second Amendment has been

redacted for confidentiality reasons.

57.  Following the expiry of the forbearance period contained in the Second Amendment on
October 27, 2010, the Bank was in a de facto day-to-day forbearance with respect to Bodkin,
pending further developments in connection with the potential sale of Bodkin’s business.
Pursuant to the forbearance letter agreement dated January 25, 2011 and accepted by Financial
on January 26, 2011 and acknowledged and agreed to by Capital and Leasing, among other
parties (the “Supplemental Forbearance Agreement”), the Bank confirmed that it was
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prepared to continue to forbear, on a day-to-day basis, and subject always to its right of demand
at any time in its sole discretion, from demanding payment of Bodkin’s indebtedness to the Bank
and taking steps to enforce its security, provided that certain conditions were met. Attached

hereto and marked as Exhibit “R” is a copy of the Supplemental Forbearance Agreement.

B. Sales Process

1. Informal Process

58.  Beginning in the spring of 2009, Bodkin commenced an informal solicitation process in
an attempt to locate a party that was prepared to re-finance Bodkin’s indebtedness, provide an
equity investment and/or purchase the Bodkin leasing business on a going concern basis. The-
information solicitation process consisted of Bodkin approaching certain éompetitors,

prospective purchasers and financiers to assist in recapitalizing Bodkin’s balance sheet.

59.  From May 2009 to September 2010, Bodkin engaged in discussions with six parties. A |
number of these parties conducted due diligence and engaged in discussions with Bodkin.
However, as of September 2010, Bodkin had not completed a transaction with any of the

prospective purchasers/investors.

2. Formal Process

60.  Bodkin retained the services of Deloitte & Touche LLP (“Deloitte™) in April 2010 to act
as its financial advisor. In May 2010, Deloitte’s retainer was expanded to include assisting
Bodkin in the completion of a formal sales process for the Bodkin business. To that end,
Deloitte prepared a confidential information memorandum (“CIM”) and a sales téaser and
established a detailed data room in connection with the sales process to be conducted by Bodkin

and Deloitte.

61. Bodkin subsequently retained PricewaterhouseCoopers Corporate Finance Inc. (“PwC
Corporate Finance™) on August 27, 2010 as its financial advisor to provide strategic advice and
assist Bodkin with a formal solicitation process for a potential sale of assets or recapitalization of
Bodkin, which included developing a market strategy, canvassing potential purchasers and
investors, the preparation of a teaser, a CIM and non-disclosure agreements (“NDASs™), assisting

with electronic data-rooms and due diligence requests, providing analysis with respect to any
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letters of intent (“LOXs™) received, and assisting in the negotiation and closing of any sale

transaction.

62.  Bodkin, in consultation with PwC Corporate Finance, determined that a recapitalization
of the Bodkin business was likely not achievable, given the previous unsuccessful informal
solicitation process conducted by Bodkin, and that an outright sale of the outstanding equity
and/or assets of Bodkin would result in the greatest proceeds being realized for the benefit of
Bodkin’s stakeholders.

63.  The proposed timeline for a potential transaction under the sales process was originally as

follows:
(a) submission of non-binding LOIs by September 28, 2010;
(b) binding offers to be received by October 15, 2010; and
(¢)  sale transaction to close by October 29, 2010.

64. PwC Corporate Finance, with the assistance of Bodkin, identified 59 potential buyers, of
which 46 were strategic buyers and 13 were financial buyers. The potential buyers were
contacted by PwC Corporate Finance beginning September 2, 2010 and each were asked to sign

an NDA in connection with receiving a copy of the CIM.

65. A total of 15 parties executed NDAs and received the CIM, with 11 of such parties being
strategic buyers and 4 such parties being financial buyers. Of the 15 parties that signed an NDA
and obtained a copy of the CIM, only 2 strategic buyers elected to conduct further due diligence
or attend for a site visit, one of which was a prospective purchaser, a lease financing company,
which had begun discussions with Bodkin in 2009 (“Proposed Purchaser #17), and the other

prospective purchasef was another leasing company (“Prospective Purchaser #27).

66.  Bodkin received an LOI from Prospective Purchaser #2 on September 28, 2010. The LOI
of Prospective Purchaser #2 provided for an asset purchase of the portfolio of leases securitized
with Sun Life, the leases funded under the Bank’s term credit facilities and the leases owned by

Bodkin. The proposed purchase was to be at a discount rate that was subject to adjustments

based on the results of due diligence.
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67.  Following discussions with its stakeholders, Bodkin determined that the terms of the LOI
submitted by Prospective Purchaser #2 were not acceptable, due to the potential shortfall to be
faced by Bodkin and its stakeholders under the terms of the LOI. 1 have been informed by Mr.
Royds that Sun Life was not prepared to sell its securitization lease facility to Prospective
Pufchaser #2 for various reasons. BMQO was not prepared to agree to a sale of the lease
portfolios financed by the Bank at the discounted price suggested by Prospective Purchaser #2,
as the proposed sale would have resulted in the Bank suffering a substantial loss with respect to

its secured credit facilities.

68.  With respect to Prospective Purchaser #1, it expressed an interest in completing a Bodkin
share purchase throughout 2010. Prospective Purchaser #! and Financial’s shareholders
eventually entered into an LOI dated November 2, 2010 that provided for a period of exclusivity
to Prospective Purchaser #1 for the purposes of completing due diligence. Howéver, on
December 10, 2010, Financial was informed by Prospective Purchaser #1 that it was no longer
interested in acquiring the shares of Financial, but was interested in purchasing certain Bodkin

assets and submitted an LOI for the purchase of such assets.

69. Following discussions with its stakeholders, Bodkin determined that the terms of the
proposed asset transaction submitted by Prospective Purchaser #1 were not acceptable, due to the
potential shortfall to be faced by Bodkin and its stakeholders thereunder. The Bank, for its part,
was unwilIing to agree to the proposed transaction with Prospective Purchaser #1 for similar

reasons.

3. Equirex Transaction

70.  Shortly after Bodkin’s rejection of the LOI of Prospective Purchaser #1 in December
2010, Bodkin entered into discussions with another potential purchaser, Equirex Leasing Corp.

(“Equirex™), for the purchase of the shares of Financial.

71.  Since December 2010, representatives of the Bank have engaged in discussions with
representatives of PwC, PwC Corporate Finance, Bodkin, Equirex and Sun Life regarding a
potential sale transaction of the Bodkin business to Equirex. As a result of the extensive
discussions and negotiations between the parties, the terms of an asset purchase and security

agrecmeht 1 between the Receiver and Sun Life with respect to the acquisition by Sun Life of
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lease receivables associated with leases financed by the BMO Credit Facilities (the “APSA”), an
offer to purchase between the Receiver, 7834209 Canada Inc. (“783”) and 7762895 Canada Inc.
(*776”), affiliates of Equirex (the “Offer”), a reserve sharing agreement between the Rebeiver
and 783 (the “RSA™), a transition agreement between the Receiver and 776 (the “Transition
Agreement”), and an administration agreement between Sun Life, 783, and the Receiver (the
“Administration Agreement”), have been settled and agreed to by the parties thereto
(collective, the “Transaction Documents”), each of which are subject to the approval of this

Court .

72. I understand that PwC, in its capacity as proposed Receiver of Bodkin, will submit a
report to the Court (the “Proposed Receiver Report™), which will be before the Court in
connection with Bank’s application for the appointment of a Receiver and will include: (i) a
detailed description of the Transaction Documents and copies of such documents as appendices
to the Proposed Receiver Report; and (ii) PwC’s view that the Equirex transaction is reasonable
in the circumstances, as it preserves the core business of Bodkin, facilitates the continued
employment of a number of Bodkin employees, and provides for the greatest possible realization
for the benefit of all of Bodkin stakeholders.

73.  The Bank is supportive of the consummation of the sale of Bodkin's business pursuant to
the terms of the Transaction Documents, as the transaction should, if the lease portfolios are
wound down in a commercially reasonable manner, provide for sufficient proceeds to repay the
Bank under the BMO Credit Facilities in full and have surplus proceeds available for distribution
to the subordinate creditors of Bodkin, and potentially the shareholders of Bodkin.

74.  In connection with the proposed Equirex transaction and the pending receivership
application, on September 2, 2011, the Bank, through its légal counsel, delivered notices of the
Bank’s intention to enforce its security (the “Notices™) to each of the Respondents pursuant to
section 244 of the BIA. Attached hereto and marked as Exhibit “S” are copies of the e-mail
dated September 2, 2011 ﬁorﬁ counsel to the Bank to counsel to the Respondenis, the Notices,
and the responding e-mail from counsel to the Respondents confirming receipt of the documents.
Additionally, on October 3, 2011, the Bank, through its counsel, demanded repayment from
Financial of its obligations under the BMO Credit Facilities, and demanded repayment from each
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of Capital and Leasing under the Guarantees. Attached hereto as Exhibit “T” are copies of a of
the e-mail dated October 3, 2011 from counsel to the Bank to counsel to the Respondents, a
demand letter from the Bank to Financial dated October 3, 2011 and a demand letter fo each of
Capital and Leasing dated October 3, 2011.

75.  Asnoted in the Proposed Receiver Report, PwC, in its capacity as proposed Receiver, has
obtained an opinion from independent counsel that, subject to typical assumptions and
qualifications, the Bank has a perfected security interest in ail of the property, assets and
undertaking of Bodkin. As a result, the Bank is requesting that, if a Receiver is appointed with
respect to Bodkin, the Receiver be directed to distribute any funds its receives on account of the
purchase price payable by the Purchaser on the closing of the Offer, the purchase price payable
by Sun Life on the closing of the APSA and from any other source, including without limitation
any tax refunds payable to Bodkin and any moneys in the Reserve Fund which are released to
Bodkin pursuant to the RSA and/or the Administration Agreement, subject to the retention by the
Receiver of a reasonable reserve in respect of its own fees and disbursements and the resolution
of any priority issue in respect of any security interest or hypothec in any specific personal or

movable property claimed by any other creditor registered under any PPSA or the RPMRR.

76.  In the event that the Bank's receivership application is granted and the Court approves the
Equirex sale transaction, Bodkin will, following the completion of the sale transaction: (i) have
no remaining assets, other than certain rights to tax refunds, and its right to payment of its share
of the Reserve Fund; (ii) have no employees and no business to carry on; and (jii) have leased

real property premises that will need to be disclaimed or potentially assigned to a third party.

77.  Following the completion of the sale to Equirex, it is the Bank's view that a bankruptcy of
Bodkin is appropriate to, among other things, establish a mechanism to evaluate claims of parties
against Bodkin and to deal with the leased premises. In connection thereto, the Bank had issued
appIications for bankruptcy orders against Financial, Capital and Leasing on October 3, 2011. In
its receivership application, the Bank is requesting that the stay of proceedings under the
receivership order not apply to the bankruptcy applications, and that the Receiver be authorized
to agree to the issuance of bankruptcy orders on behalf of Bodkin following the closing of the

Equirex transaction.
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78. BMO proposes that PwC be appointed as Receiver, as PwC is best positioned to take on
that role given its understanding of Bodkin’s business. PwC has agreed to act as Receiver if so
appointed by the Court. Attached hereto and marked as Exhibit “U” is a copy of PwC’s

Consent to act as Receiver dated October 3, 2011,

IV. NECESSITY OF APPOINTMENT OF A RECEIVER AND TRUSTEE

79. Financial is in default under the Bank’s credit facilities due to the Covenant Breaches,
and is in default under the Sun Life securitization facility. The Bank refrained from demanding
repayment of the BMO Credit Facilities, permitted the existence of margin deficits .and
overadvanced funds to Bodkin for a 20;m0nth period of time in an effort to facilitate a going
concern sale of Bodkin’s business. Bodkin is in the process of finalizing a proposed sale
transaction with Equirex, with the consent of its two primary secured stakeholders, the Bank and
Sun Life, the completion of which is conditional upon the Transaction Documents, once
finalized, being approved and the purchased assets being vested in the Purchaser by order of the

Court.

80.  Bodkin has been in a liquidity crisis since March 2010 and the Bank is unaware of any
sources of liquidity available to Bodkin to permit Bodkin to meet its working capital obligations
as they come due and continue to operate in the ordinary course of business. The Sun Life
securitization facility under the Sun Life Term Sheet expired on January 31, 2011 and Sun Life
has made no commitment to continue with the securitization facility in the future should the sale
to the Purchaser not be completed in accordance with its terms. The Bank is unwilling to
continue to finance the acquisition of additional new and used equipment and vehicles for lease
to Bodkin’s customers through advances under the Operating Credit Facility in the current
circumstances, including in the absence of a commitment on the part of Sun Life to purchase
such leases under its securitization facility. Accordingly, in the absence of funding by Sun Life

and hence the Bank, Bodkin is unable to continue to carry on its business.

81.  The appointment of a Receiver to complete the proposed Equirex sale transaction that is
being negotiated is in the best interest of all of Bodkin’s stakeholders, as, if completed, it will
allow for the going concern sale of the Bodkin business to Equirex, which will provide continued

employment to the majority of Bodkin’s current employees, and will allow for the administration
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and management of the net proceeds of the Reserve Fund by an officer of the Court. As noted
above, under the terms of the proposed Equiréx sale transaction, the funds to be received by the
Receiver from the Reserve Fund may result in the BMO Credit Facilities being satisfied in full
and funds being available to be distributed to the other stakeholders of Bodkin by the Receiver or
any frustee in bankruptcy, in accordance with the appropriate and applicaBle priority scheme.

82. It is the Bank’s view that, in the absence of the completion of the Equirex transaction,
there would be a disruption in the Bodkin business which would adversely affect the.
marketability and value of Bodkin’s business, jeopardize the collectability of the receivables
under the assigned lease portfolios and negatively impact the ability of Bodkin’s stakeholders to
be repaid in full from funds available to be distributed to the stakeholders of Bodkin from the

Reserve Fund.

83.  This affidavit is swom in support of BMO’s application for the appointment of a

Receiver and the completion of the sale of Bodkin’s business to Equirex and for no other or

{y

PAUL JAMES FINDLAY

improper purpose.

"SWORN BEFORE ME in the City of
Toronto, in the Province of Ontario

this 3" day of October, 2011

A (2

SAM PHILIP RAPPOS
A Commissioner for Taking Affidavits

TORO1: 4738038: v2
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THIS IS EXHIBIT “A” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3%
DAY OF OCTOBER, 2011

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS
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CORPORATION DOCUMENT LIST

Ontario Corporation Number
1682322

Corporation Name
BODKIN FINANCIAL CORPORATION

: DATE
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BCA ARTICLES OF AMENDMENT 3 200712107
ClIA INITIAL RETURN L] 2006/02/03
PAF: BODKIN, DONALD
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CORPORATION PROFILE REPORT

Ontario Corp Number

1682322
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ONTARIO BUSINESS CORP,

Registered Office Address

DONALD BODKIN
2150 DUNWIN DRIVE

Suite # 1
MISSISSAUGA
ONTARIO
CANADA L5L 5M8

Mailing Address

DONALD BODKIN
2150 DUNWIN DRIVE

Suite # 1
MISSISSAUGA
ONTARIO
CANADA L5L 5M8

Activity Classification
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Corporation Name

BODKIN FINANCIAL CORPORATION

Corporation Status
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Number of Directors
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Maximum

Date Report Produced: 2011/09/07
Time Repont Produced: 14:15:23

Page:

Date Amalgamated
NOT APPLICABLE
New Amal. Number

NOT APPLICABLE
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Notice Date
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‘Continuation Date
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Cancellinactive Date
NOT APPLICABLE
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CORPORATION PROFILE REPORT
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BODKIN FINANCIAL CORPORATION 2005/12/15

Current Business Name(s) Exist: NO

Expired Business Name(s} Exist: NO

Amalgamating Corporations

Corporation Name Gorporate Number
BODKIN FINANCIAL CORPORATION 1312332

551520 ONTARIO LIMITED 551520



RequestiD: 013498303 Province of Ontario Date Report Produced: 2011/08/07

Transaction ID: 45319937 Ministry of Government Services Time Report Produced: 14:15:23
Category ID:  UN/E . Page: 3
Ontario Corp Number . Corporation Name
1682322 BODKIN FINANCIAL CORPORATION
Administrator:
Name (Individual / Corporation) . Address
DONALD
1438 CLARKSON ROAD NORTH
- BODKIN -
MISSISSAUGA
ONTARIO
CANADA L5J 2W5
Date Began First Director
2005/12/15 YES
Designation Officer Type Resident Canadian
DIRECTOR Y
Administrator:
Name (individual / Corporation) Address
DONALD
L 1438 CLARKSON ROAD NORTH
BODKIN
MISSISSAUGA
ONTARIO
CANADA L5J 2W5
Date Began First Director
200512115 NOT APPLICABLE
Designation Officer Type Resident Canadian

DIRECTOR ' Y



Request 1D: 013498303
Transaction |D: 45319837
Category ID:  UN/E

Province of Ontario
Ministry of Government Services

Date Report Produced: 2011/09/07
Time Report Produced:

Page:

CORPORATION PROFILE REPORT

Ontario Corp Number

1682322

Administrator:
Name {Individual / Corporation}

CHARLES

EDWARD
DANIELSON

Date Began ] First Director

2005/12/15 NOT APPLICABLE

Designation ) Qfficer Type
DIRECTOR

Administrator:
Name (Individual / Corporation}

JOHN

MITCHELL

Date Began First Director
20051215 YES
Designation Officer Type

DIRECTOR

Corporation Name

BODKIN FINANCIAL CORPORATION

Address_

1910 YONGE STREET
Suite # 1510
TORONTO

ONTARIO
CANADA M4S5 124

Resident Canadian

Y

Address

2150 DUNWIN STREET
UNIT 1

MISSISSAUGA

ONTARIO
CANADA LSL1CY

Resldent Canadian
Y

14:15:23
4
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Request ID: 013498303
Transaction 1D: 45319937
Category ID:  UN/E

Province of Oniario

Ministry of Government Services

Date Report Produced: 2011/09/07
Time Report Produced: 14:15:23

Page:

CORPORATION PROFILE REPORT

Ontario Corp Number

1682322

Administrator:
Name (Individual / Corporation)

JOHN
D
MITCHELL

Date Began
2005/12M5
Designation

DIRECTOR

Administrator:
Name (Individual / Corporation)

JOHN
D
MITCHELL

Date Began
2005/12/15
Designation
OFFICER

First Director
NOT APPLICABLE
Officer Type

First Director
NOT APPLICABLE
Officer Type

Corporation Name

BODKIN FINANCIAL CORPORATION

Address

1368 MERRYBROOK LANE

OCAKVILLE
ONTARIO
CANADA L6M 1T

Resident Canadian

Y

Address

1368 MERRYBROOK LANE

OAKVILLE
ONTARIO
CANADA L8M 1T

Resident Canadian

CHIEF FINANCIAL OFFICER Y

5



Request ID: 013498303
Transaction |D: 45319937
Category ID:  UN/E

Province of Ontaric

Ministry of Govemnment Services

CORPORATION PROFILE REPORT

Ontario Corp Number

1682322

Administrator:
Name {Individual / Corporation)

WILLIAM
PATTON

Date Began
2005/12/15
Designation

DIRECTOR

Administrator:
Name (Individual / Corporation)

- WILLIAM

PATTON

Date Began
2005M12/15
Deslgnation

QFFICER

First Director
NOT APPLICABLE

Officer Type

First Director

NOT APPLICABLE
Officer Type
OTHER

Corporation Name

Date Report Produced: 2011/09/07
Time Report Produced: 14:15:23
Page: 3]

BODKIN FINANCIAL CORPORATION

Address
1710 PADDOCK CRESCENT

MISSISSAUGA
ONTARIO
CANADA L5t 3E4

Resident Canadian

Y

Address
1710 PADDOCK CRESCENT

MISSISSAUGA
ONTARIO
CANADA L5L 3E4

Resident Canadian
Y



RequestID: 013498303
‘Transaciion ID: 45319937
Category ID:  UN/E

Province of Ontario

Ministry of Govemment Services

Date Report Produced: 2011/09/07
TFime Report Produced: 14.:15:23
7

Page:

CORPORATION PROFILE REPORT

Ontario Corp Number

1682322

Administrator:
Name {Individual / Corporation)

PAUL
H
ROYDS

Date Began -
2005/12/15
Designation

DIRECTOR

Administrator:
Name (Individual / Corporation)

PAUL
H
ROYDS

Date Began
2005/12/15
Designation

OFFICER

First Director
NOT APPLICABLE
Officer Type

First Director
NOT APPLICABLE
Officer Type -
PRESIDENT

Corporation Name

BODKIN FINANCIAL CORPORATION

Address
7 BAKER AVENUE

TORONTO
ONTARIO
CANADA M4V 2A9

Resident Canadian

Y

Address
7 BAKER AVENUE

TORCNTO

‘ONTARIO

CANADA M4V 2A9

Resident Canadian
Y



Request ID: 013498303 Province of Ontario Date Report Produced: 2011/09/07
Transaction 1D: 45319937 Ministry of Government Services Time Report Produced: 14:15:23
Category ID:  UN/E ' Page: 8

CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

1682322 BODKIN FINANCIAL CORPORATION

Administrator:

Name (Individual / Corporation) Address
PAUL
H 7 BAKER AVENUE
ROYDS ’ .
TORONTO
ONTARIO
CANADA M4V 2A9
Date Began First Director
2005/12/15 NOT APPLICABLE
Designation Officer Type Resident Canadian
\ OFFICER CHIEF EXECUTIVE OFFICER Y

Administrator:

Name (Individual / Corporation) . Address
RAJAKUMAR
549 RENSHAW COURT
SINGH
MISSISSAUGA
ONTARIO
CANADA L5H 4L6
Date Began First Director )
2005/12/15 NOT APPLICABLE

Designation - Officer Type Resident Canadian
DIRECTOR Y




Request 1D: 013498303
Transaction ID: 45319937
Category iD: UN/E

i

Province of Ontario
Ministry of Government Services

Date Report Produced: 2011/09/07
Time Report Preduced: 14:15:23
Page: 9

CORPORATION PROFILE REPORT

Ontario Corp Number

1682322

Administrator:
Name (Individual / Corporation)

RAJAKUMAR

SINGH

Date Began First Director
200512116 NOT APPLICABLE
Designation Officer Type

" OFFICER OTHER

Gorporation Name

BODKIN FINANCIAL CORPORATION

Address
549 RENSHAW COURT

MISSISSAUGA
ONTARIO
CANADA LS5H 4L6

Resident Ganadian

Y



Request ID: 013498303 Province of Ontario Date Report Produced: 2011/09/07
- Transaction 1D: 45319937 Ministry of Government Services Time Report Produced: 14:15:23
Category ID:  UN/E : Page: 10

CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

1682322 - . BODKIN FINANCIAL CORPORATION

Last Document Recorded
Act/Code Description Form Date

BCA  ARTICLES OF AMENDMENT 3 _2007M12/07

REPORT SETS OUT THE MOST RECENT INFORMATI N FILED E CORPORATION ON OR AFTER JUNE 27, 1992, AND RECORDED
E E AND TIME GF PRINTING. ALL PERSONS Wb ARE RECORDED AS

ONTARIO BUSINESS INFORMATION SYSTEM A Tl
0 FICERS ARE INCLUDED IN THE LIsT OF MINISTRATORS.

Dl AD
E NOTE THAT WHEN THE SAME INDIVIDUAL HOLDS MULTIPLE ‘OTHER UNTITLED' O FC OSITIONS, CATED ON A FORM 1.
UNDER Ti EEONLY ONE OF THESE ‘OTHER UNTITLED' POSITIONS HELD BY THAT INDIVIDUAL WEILL BE NS, AS INDICATE 0_ AFO
REFLECTED ON THIS REPORT.

ADDITIONAL HISTORICAL INFORMATION MAY EXIST ON MICROFICHE.

.
m
[2]
3
!
m
of
o
tﬂ
)
2
s
um

The issuance of this report in electronic form is authorized by the Ministry of Government Services.



‘Corporations Canada - Online Filing Centre - _ Page 1 of |

ks Industry  Indpstria R 0 |
I'*'I Canadz Canadz Cm&da
Industry Canada > Business Tools and Resources > Corporations Canada > Online Filing Centre

Corporations Canada

Federal Corporation Information

- Glossary of Terms used on this page Return to Search Results -
i : Start New Search
S Corporation Number Business Number (BN) Governing Legislation

3267911 891031635RC0001 Canada Business Corporations Act - 1996-06-10

Corporate Name
BODKII\! CAPITAL CORPORATION

Status
Active

Registered Office Address
2150 DUNWIN DR

UNIT 1

MISSISSAUGA ON L5L 1C7
Canada

Active CBCA corporations are required to update this information within 15 days of any change.

Directors
‘ Minimum  Maximum
i 10
Directors ' Email or fax Corporations Canada to obtain addresses of
P JOHN D. MITCHELL directors.
o WILLIAM PATTON
PAUL ROYDS

RAJKUMAR SINGH
CHARLES DANIELSON

Active CBCA corporations are required to update this information within 15 days of any change.

- Annual Filings

Anniversary Date (MM-DD) Date of Last Anhual Meeting

06-10 - 2009-01-07

-Annual Filing Period (MM-DD} Type. of Corporation

06-10 to 08-09 Non-distributing corporation with 50 or fewer shareholders
Status of Annual Filings

2011 - Filed

2010 - Filed

2009 - Filed

Corporate History
Co Corporate Name History
P 1996-06-10 to Present BODKIN CAPITAL CORPORATION

Certificates Issued

i Certificate of Incorporation
1996-06-10

L Date Modified: 2011-08-17

https://www.ic.gc.ca/app/scr/ce/CorporationsCanada/fdrICrpDils.htm[?corpld=3267911&V_TOKEN=131541... 07/09/2011



Corporations Canada - Online Filing Centre - Page 1 of 2

; l*l {5‘2::33’;’ Industrie _ C G dﬁ

P Industry Canada > Business Tools and Resources > Corporations Canada > Online Filing Centre

Corporations Canada

Federal Corporation Information

i Glossary of Terms used on this page Return to Search Restutts
| ‘ Start New Search

Corporation Number Business Number (BN) Governing Legislation
326551 101444610RC0001 - Canada Business Corporations Act - 1979-01-08

Corporate Name
BODKIN {EASING CORPORATION

Status
Active

Registered Office Address
2150 BUNWIN DRIVE

UNITS 182

MISSISSAUGA ON L5L 1C7
Canada

IE:tive CBCA corporations are required to update this information within 15 days of any change.

Directors
Minimum Maximum
1 5

Directors Email or fax Corporations Canada to obtain addresses of
JOHN D. MITCHELL directors.
WILIAM PATTON
PAUL ROYDS
: RAJKUMAR SINGH
P CHARLES DANIELSON

Active CBCA corporations are required to update this information within 15 days of any change.

Anrual Filings

Anniversary Date (MM-DD) Date of Last Annual Meeting
. 01-08 2009-01-07
E Annual Filing Period (MM-DD) Type of Corporation
01-08 to 03-09 : Non-distributing corporation with 50 or fewer shareholders
Status of Annual Filings
P 2011 - Filed
b 2010 - Filed
2009 - Filed

Corporate History
Corporate Name History

1950-04-18 to 1962-04-10 DEL BODKINS MOTORS LTD.

1962-04-10 to 1973-10-15 DEL BODKIN LEASING LIMITED
P 1973-10-15 to 1996-08-23 DON BODKIN LEASING LIMITED
. 1996-08-23 to Present BODKIN LEASING CORPORATION

g Certificates Issued
Certificate of Continuance

1979-01-08
‘ Certificate of Amendment *
2003-08-29 Amendment details: Other

https://www.ic.gc.ca/app/scr/cc/CorporationsCanada/fdrlCrpDtls.htmi?corpld=326551&V_TOKEN=1315419... 07/09/2011



Corporations Canada - Online Filing Centre - Page 2 of 2

I * aAmendment details are only available for amendments effected after 2010-03-20. Some certificates issued prior to
: 2000 may not be listed. Contact Corporations Canada for more information.

Date Modified: 2011-08-17

https://www.ic.gc.ca/app/scr/cc/CorporationsCanada/fdrlCrpDtls htmi?corpld=326551&V_TOKEN=1315419... 07/09/2011






THIS IS EXHIBIT “B” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3%
DAY OF OCTOBER, 2011

S o

'SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS




Bodkin Finandal Corporation

BORROWER
LENDER

FACTLITY 1

Amount

Purpose

Availment

Margin
Reguirements

Margin Deficit

September 20, 2011

TERM SHEET

- Bodkin Financial Corgoration

BMC Bank of Montrea! (“Lender” or "Bank” or “BMO™)

OPERATING CREDIT

£10,000,600 effertive September 20, 2011,

$9,000,000 effective

September 26, 2011 to Drtoher 3, 2611,

To assist with daily Y

uginess oparations.

‘On demand by way of overdrait 8&/or Foreign Ewchange Forward Confracts

{FEFCY {10% risk content) as per terms and conditions under Operating Loan

Agresment.
maximum term. Ave
ong point in time.

Subject to the ter
content, are to be ¢

FEFC availability is capped at $500,000 (CAD) with one ysar

imant for equipment is to be capped af $4,500,000 at any

s of Margin Deficit below, advances, incduding FEFC risk
niained at alt times within the aggregate of the undemoted

company assefs, which are o be free and clear of any other encumbrances:

{8} 100% of new ¢
duty trurks ang
lease by a third

nd used vehicles (including mediurn duty trucks and heavy
trailers) and equipment panding funding of the respective
party and ultimate securitization. To be oulstending under

this tine for no longer than 90 days,

{b) 70% of the acqulsiion cost of used vehicles up to 88 days, with no velue
piven to units over 90 days. Maximum availability £750,000,

(e} 75% of the Bank's estimated worth of good qualilty customer accounts

receivable losy
dispute, amour
Affiliates and
Intercompany
accounts owed

Subject to Bank app
Spacifically, this is 2
calcuiated under “Md

than or equal o 60 days past due, Excluding fems in
s due by Directors, Dfficers, emplovees of Borrower or ahy
pthers who do not deal at arms length with Borrower,
ACCOUNLS, conlra accounts, accounts subiect to offset,
by creditor or supplier and insolvent account debtor.

roval, the Borrower is allowed 2 pre-defined margin deficit,
n advance amount in excess of the daily margin valuation
rgin Requirements” above, Such margin deficit will typically

hea establishad for a four week perind and will be hased on the 13 waek cash flow
developed In conjunction with Deloitte & Touche LLP ("Deloitte™) or an advisor

acceptable to the By
the Borrower.

The maximum marg
as follows:

Tuesday September
Tuesday September

nk, 8% part of Deloitte’s or other advisor’s engagement with
n deflcit for the two week peried ending October 3, 2011 58

20 - Monday September 26; §1,950,000
27 ~ Monday Qctober 37 2,250,000

Fage 1 oF 20




Rodkin Financial Corporation September 20, 2011

Future margin deficits will be subject to interim credit application and Bank

approval.
Repayment On demand, but prior to demand, from advances under Facllity 2, vehicle and
| equipment securitization, and normal business receipts.
L Interest Rate Bank of Mostraal Prime + 2.75%, floating, payable maonthly in arrears,
FCMA Fes $500.00 per month,

Administration Fee  In addition to the FCMA Fee, a monthly administration fec of $1,500 is to spply.

FACTLITY 2 WHOLESALE LEASTNG LHEDIT
Amount $£3,344,497.94*

* Outstanding Balance September 20, 2011

Purpose To fingnce the leasing of new and used vehicie leases. To include leases in
| favour of an Affiiale of the Borrower up to a maximuom of 30 vehicles, Fully
o Drawn.

Izrms Existing leases shall be dealt with in accordance with the terms herein

{it being agreed the Bank will not finance any new leases).

Facliity Limit Facility Is fully drawn, The Hmit is equal o the reducing loan balance.
Loan Limits NEW VEHICLES

The Bank will finarice 100% of the 2cquisifion cost {Induding any value added

P package] of new vehicles (excluding GST) Jgss advence rentals, cash
Pl dowmnpayments andjtrade-tn sllowances. Acquisition cost to be verified via "arms-
; length invoice”. Financing of leases under this facility must be completed within 60
days of origination.

USED VEHICLES A
The Bank will finace the lesser of: (i) 100% of the avquisition cost {including
any value added package), plus $600 administration cost, of usad wvehicles
{excluding GST), advance rentals, cash downpayments and trade-in
allowances er (i) clirent Black Book “dean value”, plus $600 administration cost,
less advance renfgls, cash downpayments and trade-in allowances. Acquisition
cost to be verified bia "arms-length invoice” Financing of leases under this facility
must be completed within 60 days of origination.

Interest Rates {FIXED)
NEW and USED VEHICLES

Up to and indludipng 60 month ferns
Bank of Montreal Cost of Funds + 2.75% fixed for term chosen {1 to 5 years).

(FLOATING)
{A} Bank of Montreal Prime + 2.50%, floating, payable monthly in arrears

3 Page 2 of 20




Bodkin Financdial Corporation

Terms

Types of Leases

Limitation

Repayment

September 2§, 2011

&dor

(B) Canadian Dollar Offering Rate (COOR) + 400 basis points.

To be set at the beginning of the month and remain in place for one month,

/As used berein, "CDOR rate” is egual fo the average of Schedufe 1 Banks’ one
month Barkers Acceptance offering rates as at 10 am Toronto time on the fast

business day of the
USED VEHICLES
Total advances for ¢
under the Wholesale

Lease terms are ava)
MNew vehigles: -up
Vehicles that are ©

monith)

sed vehicle financing not to exceed 30% of the amount drawn
Leaging Credit, :

lable as follows:
o B0 months,
ne model vear old, with under 30,000 kilomeatres, are 0 be

considered new up to June 30™ of the current year.

Usad vehicles:
« Term of the lease
- Current & up to th

plus model age of vehide uﬁ: to 84 months.
ree model years old

- Model year is deemed to be the same as the calendar year

Extensions;

Available for units priginally leased as new provided the original lease term plus

axtension does not

exceed 72 months and amount financed cannot excesd the

remaining principal bwing on the kease ("Bank Bafioon Balance”). Upon notification

from the Bomrower

maximurm of 3 moni

He-Leases:

In the event of a
assine the exdsting
creating a new leas
any adgitional adva

Interest rate on &
default, & lease ten
than 30,000 Kms, ¢

Assumplions:

{and prior to lease maturity), leases may be extended for 2
hs without further documentation.

ease default, and the Borrower is unable to find & lessee @
1 lease, and has had 1o re-lease the vehicle to another lessee,
2 the amount is not to exceed the outstanding loan balance less
nee rentals, cash down payrments and trade-in allowantes.

re-lease must be current rate. Howaever In the case of & lease
m applicable to new vehicles may apply if the vehide has less
therwise a lease term applicable to used vehicles will appiy.

New Lessee must aksume all terms of the original lease

Restricted to openend leases.

Lessor is responsible to register their interest under P.P.S.A. for ALL jeasas.

Leasas removed frg

m a securitization are not eligible for financing under this faciity,

On demand, but prior to demand:

From monthly leas
Loans must be fully
sold, whichever ocg

revenue andfor sale of off-lease vehicles,
paid out within 20 days of lease termination or when vehicle
urs first, unless extended for 3 months as provided for abave.

Page Fof f¢




Bodiin Financial Corporation September 20, 2011

s |.oans must be fully paid out on vehicles reported as a total loss resulting from
accident, theft or loss regardless if settlernent is to be pakd by Insurance company;
payoul to be tha earjier of receipt of insurance proceeds or 60 days.

« Whaen arrears under the lease contract are more than 60 days delinquent, the lessor

;o must take immediate corrective action {e.g. lessee to bring arrears current or steps

! token to repossess the unit),

Standard monthly repayment schedule s undernoted:

{i} 7o be repaid monthly for the term ofilease on a fixad prindipal payment al;

OPEN END LEASES
Terms (Mos.) Payback
lto 3 2.00% princ,
j 24135 1.75% princ.
36 060 1.50% princ.

RS

(i) Fixed Principal Repayments if Down Paymenis Are Made:

Down Payment/ Trades 5% - Y% 10% - 14% Over 14%
&5 8 % of Vehicle Cost
TERM (Months) Open
1-23 2.00% 1.75% 1.50%
, 24 - 35 1.75% ' 1.50% 1.25%
| 36 ~ 60 1.509% 1.25% 1.00%

In no case will the Bank Balicon Balance exceed the projected residusl
value of the vehidle at lease termination,

Principal repayments under lease extensions are to reflect the repayment
_sehadule herein,

Prepayment A prepayment penglty of three percent (3%) of the then outstanding principat
balance under any |fixed rate iease is applicable to any prepayment in full of the
amount due in respect of each lzase, except in the following exceplional
circumstances:

i the related lease is erminated by mutual consent of the Lessor and the Lessee,
ii. the amount prepaid is equal to an amount prepaid by the Lessee to the Lessor

to fully prepay the related lease,
iii, the financed vehicle is destroyed or In the opinion of the Bank, is rendered
unsuitable for fyrther leasing,

. ) Paga 4 af 20




Bodkin Financial Corporation September 20, 2011

iv. the financed vehlde has bean used in daily rental sarvice for at least twelve
manths, of
v, the prepayment 1§ made pursuant to the Lessae’s default.

Floating Rale 1f the floating rate option is seiected there will be a one-tire opportunity to convert
.all or a portion of the porifolio to a fixed rate at the current fixed rate at the time of
the change. Once the fixed rate option is chasen, the portfolio or portion thereof 50
converted cannot reNert to a floating rate basis,

Bate Protection {fived rate advances only) '
Interest rates for lesse financing may fluctuate between ordering time and delivery
P date of vehicle. Rate protection is available in such instances to the Lessor.
i Requirements are:
S - Application in wiiting is required from lessor prior to the next weekly rate
change, :
. Detalls of unils and name of lessee and delivery date must be provided via copy
of Offar to Leass / or eguivalent documentation acceplable to the Bank.
- Maxirmum protegtion is 60 days from date of application.

" The interest rate o the 3 month lease extensions {as provided for above) will be
o the loan rate of the priginal lease; the interest rate on all other lease extensions will
be the then current rale.

Interest Payabie monthly In arrears,
Availment By Lessors Procgeds Request (Bank Formt 3840} with individual  lease

documentation as follows:

- Lease Agreemant that ks acceptable and assignable o (he Bank (Signed in

original).
| - Dealer/vendor hvoice or bl of sale (copyl.
P - fesults of credit nvestigation on Lessee (Bank Form 3800 to be provided),
Hote:

Lessor's lease file must contain 3 credit application signed by the lessee authorizing
& credit investigatioh and exchange of credit information.

- Proof of ownership (copy of vehicle registration).

- Delivary Recelpt signed by Lesses,

- Copy of evidence of lessee coverage for fire, theft and comprehensive in an
amount no lesk than the actual cash value. Public hahility, property damage
and bodily injury of not less than $1,000,000. Collision or comprehansive
deductible not o exceed $5,000.

General Conditions - Applicable to Facility # 2

1. The Bank reserves the right o detline financing of any lease contract where, in its opinion, the
risk is not acceptable.

2. No subletting of vehicles by the lessee is permitted.

Page 5 of 20




Bodkin Financlal Corporation September 20, 2011

3. No broker lease financing paper is petmitted. All leases to be in the name of a BFC Group company,
a5 lessor.

4. Lease advances in respect of vehicles situated outside of the Province of Ontario will not sxcesd
40% of outstending lease advancey under the Wholesale Leasing Credit.  Leases in respect of
vehidles situated outside of Canatla ate Ineligible for financing.

£, Under this Fadlity, the Bank will not finance more than 10 leases in any one Lessee of group of
affiliated Lessess without tha pricr approval of the Bank, .

&, For awht purposes, the Bank shalll have the right to verlfy leases directly with Lessees, The
verification of leases shall either be complated directly by the Bank or, at the option of the Borrower,
the verification of leases may be completed by the Borrower's audiior so long as the audlitor i
satisfactory to the Bank and the verification is completed in accordance with the terms stipulated by
the Bank. The costs of the verificdtion, whether conducted by Borrower's auditor or the Bank’s
auditor, shall be for the account of the Borrower.

udits Subject to surprise audits, which the Bank may initiate or undertake at any tme in its sole
diseretion, not less frequently than quarterly.

|

FACILITY 3 HEAVY DUTY TRUCK AND TRAILER LEASING CREDIT
Amount $2,835,752.64*%

* Quistanding Bajance September 20, 2011

Puipnse To finance the leasing of new and used heavy duty trucks and trailers
(individually and collectively herein described as "unit”). Advances related 1o
used trucks and trafilers includiing re-leases, but excluding extansions and
assumptions {which were originally leased as new trucks and trafiers), are not o
exceed $1,560,0001{25% of the Facility 3 limit), Al trucks and trallers are to be
standard on-road vehicles, Fully Drawa,

Terms Existing leases shall be dealt with in accordance with the terms herein
{it being agreed the Bank will not finance any new leases).

Facility Limi Facility is fully drawn, The limit is equal to the reducing loan balance,

Loan Limit NEW UNITS
“The Bank will findnce 90% of the acquisition cost {including any value added
package) of new |units {excluding GST) inclusive of cash downpayments and
advance paymentd. Acquisition cost to be verified via "arms-langth invoice™,
Financing of leases under this facility must be completed within 60 days of
origination.

USED UNITS
The Bank will findnce 50Y% of the acquisition cost {including any value added
package), plus 5600 administration cost, of used units {exciuding G5T) inclusive
of cash downpayments and advance payments. Acquisition cost to be verified via
"arms-length invoite”.  Financing of leases under this fadility must be completed
within 60 days of drigination.

Paga 6 0f 20




Bodkin Financial Corporation ‘ ‘ Septembar 20, 2011

Interest Rates {(FIXED)
NEVY and USED UNIT,

Vp to and fgg{uﬁfﬁf &0 month tenm:

ATF

Bank of Montreal Cost of Funds + 3.25% fixed for term chosen (1 to 5 years},

[ (FLOATING)
P (A) Bank of Montreal] Prime + 3.00%, floating, payable monthly in arrears
BJjor :
{C}y Canadian Dollar Offering Rate (CDOR) + 450 basis points,
‘fo be set at the beginning of the month and remain in place for one monti,

Terms Lease terms are avallable as follows:
New Unlts:  -up to 60 months.
Units that are onelmodel year old, with under 30,000 kilometres, are 10 be
considered new up to June 307 of the current year.

Used units:
- Term of the lease plus mode! age of unit up to 84 months.
- Current & up to thiee model years old

- Modet year is deemed to be the same as the calendar year

Extensions.
Available for units driginally leased as new provided the original lease term phis
extansion toes not|excesd 72 months and amount financed cannot exceed the
Bank Balloon Balange. Upon notification from the Borrower (and prior to lease
maturity), leases may be extended for a maximum of 3 months without further
documertation, ‘ :

Re-Lenses: .
In the event of aEam defaut, and the Bomower is unable to find 2 lessee (o

assume the existing lsase, and has had to re-lease the unit to another lessee,
crenting a new lease, the amount is not to exceed the outstanding foan balarce less
any additional advance rentals, cash down payments and trade-in allowances.

Interest rate on a fe-lease must be current rate. However In the case of a lease
default, a lease ter applicable to new vehicles may apply if the vehicle has less
than 30,000 Kms, otherwise a lease term applicable to used vahicles will apply.

Assumptions:
New Lessee must assume all terms of the original lease

Types of Leases Restricted to open end leases.

Lessor is responsible to register their interast under P.R.S.A. for ALL leases.

Limitation Leases removed from a securitization are not eligible for financing under this facility.
Repayment On demand, but priorfto demand:

re « From monthly lease revenue andfor sale of off-lease vehicles.
o « Loans must be fully paid out within 30 days of lease termination or when unit sold,
whichever eccurs fitst, unfess extended for 3 months as provided for above.
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Bodkin Financial Corporation

Loans must be fully §
accident, theft or los
payout o be the ear
When arrears under
must take immediate
taken to repossess U

September 20, 2013

said out on units reported as 2 total loss resulting from

5 regardiess If settlement is to be paid by insurance company;
iar of receipt of insurance proceeds or 60 days.

the lease contract are more than 60 days definguent, the fessor
y errective acion (.0, lessee to bring arrears current or steps
he unit),

Standard monthly repayment schedule as undernoted:

(i) Tobe repaid monthly for the term of

lease on a fixed principal payi‘nent at

i

Q

PEN END LEASES

Terms (Mos.)

Payback

11023 2.50% pring,
#4035 2.25% prine,
36t 48 2.00% pring,
49 1o 60

1.75% princ.

et

3

In no case will the Bank Balloon Balance exceed the projected residual
value of the unit 3t lease termination,

(ii) Fixed Principal Repayments if Down Payments Are Made:

Prepayment

Dowen Payment/Trades 0% - S% Cwer 10%
As a % of Vehicle Cost
TERM (Months) Open
123 2.50% 2.25%
2435 2.25% 200%
36 - 48 2.00% 1.88%
49— 60 1.75% 1.75%

in no case will the Bank Balloon Balance exceed the projected residual
value of the vehicle at lease termination.

Principal repayment under lease extensions are to reflect the repayment

schedule herein.

A prepayment pen
balance under any
amount due in
circumstances:

alty of three percent (3%) of the then outstending principal
fixed rate lease is applicable to any prepayment in full of the

aspect of each lease, except in the following exceptional

I, the related leake is terminated by mutual consent of {he Lessor and the Lessee,
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Bodkin Financial Corporation

Fipating Rate

Rate Protection

Interest

Avallment

General Conditions -

September 20, 2611

fi. the amount preppid is equal to an amount prepaid by the Lessee to the Lessor
to fully prepay the related lease, '

fii. the financed unit fs destroyed or in the opinion of the Bank, is rendered
unsuitable for further leasing,

v, the prepayment

s made pursuant to the Lessee’s default,

If the floating rate option is selacted there will be a one-time opportunity to convert
ail or & portion of the portfolio to a fixed rate at the current fixed rate at the time of

the ¢hange. Once th

» fixed rate option is chosen, the portfolio or portion thereof so

converted cannot revert 1o a floating rate basis,

{fined rate advances only)
Interest rates for leage financing miay fluctuate between ordering time and delivery
date of vehicle. Rate protection is available in such instances to the Lessor.

Requiremnents are:

- Application in writing is required from lessor prior to the next weakly rate

changs,

- Details of units and name of lessee and delivery date must be provided via copy
of Offer to Leasd / or equivalent documentation acceptabie to the Bank,
- Maximum protedtion is 60 days from date of application.

The interest rate onjthe 3 month lease extensions (as provided for sbove} will be

the loan rate of the

priginal lease; the interest rate on all other lease extensions will

be the then current fate,

Pavable monthly in arrears.

By Lessor's Procgeds Request (Bank Form 3840) with individual lease
documentation as follows:

Lease Agreeme
originat).
- Dealer/vendor &
- Resuls of credit
- Minimum summ
statemeant for ¢

Note:
Lessor's lzase file m

ht that is acceptable and assignable to the Bank (signed in

voice or bill of sale (copy).

investigation on Lessee {Bank Form 3800 o be provided).

ary tax return information for sole proprietorships and financial
rporations for lease transactions of $50,000 or more.

ust contain a credit application signed by the lessee authorizing

a credit investigatio

- Proof of owne

and exchange of credit information,

o {copy of truck registration).

- Delivery Receipt signed by Lessee,

- Copy of evidente of lessee coverage for fire, theft and comprehensive in an
amount no ies} than the actual cash value, Public liability, properly damage
and bodily injuty of not less than $2,600,000 for trucks and %1,000,000 for
traflers. Coliisior or comorehensive deductible not to exceat! 10% of the capita

cost of the unit)

capped at 525,000,

Applicable te Fagili 3
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September 20, 2011

1. The Bank reserves the right to decline financing of any lease contract where, in its opinion, the
risk is not acceptable,

2. No subletting of vehicles by the lesseg Is permitted.

3. Mo broker lease financing paper is permitted. All leases to be in the name of a BFC Group campany,

#as lessor,

t, Lezses in respect of a unit outside of Canadla are ineligible for financing.
5. Undar this Faciity, tha Bank will pob finance more than 3 leases in any one Lesses or group of
affiliated Lessees without the prior approval of the Bank.

&, For audit purposes, the Bank shall have the right to verify leases directly with lessees. The
verification of leases shall either be completed directly by the Bank or, at the oplion of the Borrower,
the verification of leases may be completed by the Borrower's auditor so long as the auditor is
satisfactory to the Bank and the veri}cation is completed in accordance with the temms stipulated by
the Bank. The costs of the varification, whether conducted by Borrower's auditor or the Bank’s
auditor, shall be for the account of the Borrower.

Audits Subject to surprise audits, which the
rob less frequently then quarterdy.

Bank may initiate or undertake sl any tme in its sole discretion,

FACILITY &4 NEW EQUIPMENT LEASING CREDIT
Amount $860,927.86%
* Quistanding Bajance September 20, 2011
Purposa To finance the leasing of new equipment in the following categories:
1. New manufactyring and processing equipment
2. New packaging and materials handling equipment
3. New wood and metat working equipment
4. New construction equipment and
% New agricultural equipment
Yerms Existing leases shall be dealt with in accordance with the terms herein
(it being agreed the Bank will not finance any new leases).
Facility Limit Facility is fully drpwn, The limit Is equal to the reducing loan balance.
Loan Limits NEW LINTTS
The Bank will finahce B5% of the acquisition cost of new equipment {excluding
GST) inclusive of dash downpayments and advance payments, Acquisition cost to
be verified via “arms-length nvoice”. Financing of leases under this facility must be
complered within 6D days of origination. Fully Drawn,
Interest Rates (FIXED)
Up to ncluding 48 th fern

Bank of Montreal Clast of Funds + 3.25% fixed for term chosen (1 to § 4 years),
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Bodkin Financial Corporatlon

Terms

Types of Leasas

Limitation

Repayment

On demand, E)ut prior 4

-

-

(FLOATING)
{A} Bank of Montres

{3} Canadian Dollar

September 20, 2011

Prime + 3.00%, finating, payable monthly in arrears
&for '
Offering Rate {CDOR) + 450 Dasis points,

To be set at the beginning of the month and remain in place for oneg month.

Lease terms are aval

Re-leases

able up o 48 months,

v

In the event of a ldase defaull, and the Borrower s unable 1o find 2 lessee

assume the existing

creating a new iease

rash down payments,

lease andd hes had to re-leass the unit to another leoses,
the amount is not 1o exceed the outstending loan balance less

Newe Lessec must assume all ferms of the original lease

Rastricted o open e

wd leases.

Lessor is responsiblel to register their interest under P.P.S.A. for ALL leases.

Leases removed fron

From monthly lease
Loans must be fully
whichever ooeurs fir
Loans must be fully

n & securitization are not eligible for financing under this facility.

b demangd:

revenue and/or sale of eguipment,

haid out within 30 days of lease termination or when unit sold,
5t
haid oul on units reportad as a total foss resulting from

accident, theft or loss regardiess if settlement is to be paid by instrance company;
payout to be the eatlier of recaipt of insurance proceeds or 80 days,

whren arrears under
must take immediat
aken o repnssess i

the leass contract are more than 69 days delinquant, the lessor
> corretdive action (e.g. lessee to bring arrears current or steps
e bty

Standard monthly repaymeant schedule as underoted:

{1} To be repaid monthly for the term of

lease on a fixed principal payment at:

i s

QPEN END LEASES B
Terms {Mos.) Payback
itc 23 2.50% princ.
24 to 35 2.25% pring.
36 to 48 2.00% princ.

e
b

i

In no case will the Bank Balloon Balance exceed the projected residual
value of the unit bt lease termination,

-
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{ii} Fixed Principal Repayments if DownPayments Are Mada:

Down Payment/Trades 0% - 9% Over 10%
i as a % of Vehide Cost
1 TERM (Months} Open
] 1-23 2.50% 2.25%
2435 2.25% 2.00%
36~ 48 2.00% o LEe,

Prepayment

Floating Rate

Rate Protection

Interest

Availment

Interest rate on a re-le

In no case will t

Bank Balloon Balance exceed the pmjected residual

valuye of the unit at lease termination.

A prepayment penalty of three percent {3%) of the then oulstanding principal

batarce s applicabl

foliowing exceptiona

to any prepaid amounts on fixed rate leases, except in the
circumstances:

. the related lease Is terminated by mutual consent of the Lessor and the Lesses,
i, the amount pregaid is equal to an amount prepaid by the Lessee to the Lassor
ko fully prepay the related lease,

iHi. the financed un

it is destroyed or in the opinion of the Bank, is rendered

unsuitable for further leasing,
fv. the prepaymentlis made pursuant to the Lessee’s default.

Hihe foating rate o

el or & portion of th

bticn is selected there will be & one-time opportunily to corpert
2 portfolio to a fixed rate at the current fixed rate at the time of

the change. Once the fixed rate option is chosen, the portfolio or portion thereof so

converted cannot re

vert to a fleating rate basls,

{fixed rate advances only)
Interest rates for lease financing may fluctuate between ordering time and delivery

date of vehicle. R
Reqguirements are:
- Application In w
change.
Details of units
of Offer to Leas
- Maximum prote

Payable monthly in

By Lessor's Progi
documentation as fo

- lease Agreemd
original),

ite protection is available in such instances to the Lessor
riting is required from lessor prior to the next weekly rate

n¢ name of lessee and delivery date must be provided via copy
> { or equivalent documentaticn acceptable o the Bank.

Hion is 60 days from date of application.

agsa must be current rate.

TEars.

hods  Request (Bank Form  3840) with individual lease
Howes:

nt that is acceptable and agsignable to the Bank {signed in
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Bodkin Financial Corporation

General Conditions - Applicable to Fac

1.

Audits

Faes {applicable 1o Fadilities 1 to 4, incl

September 20, 2011

- Deslarfvendor inkoice or bill of sale (Copy).

- Results of credit

nvestigation on Lessee (Bank Form 380%3 to be provided).

- Winimum summary tax return information for sole proprietorships and finandiat

statement for co

roorations for lease trensactions of $50,000 or more.

~ . Proof of comprehensive Insurance coverage

Note:
Lessor's lease file
authorizing a credt |

The Bank reservas the right 1o dad
risk {5 not acceptable,

no subletting by the Lessez is perm

No broker lease finanging paper i
rompany, as lessor,

Laagses In respect of eguipment situd

Under this Facifity, the Bank will noj
without the prior approvai of the Ba

For audit purposes, the Bank shal
varification of leases shall either be ¢
the veriffication of leases may be ¢
satisfactory to the Bani and the veri
the Bank, The costs of the verific
suditor, shall be for the account of tH

Subject to surprise audits, which the
not less frequently than guarterly.

The Borrower will be responsible for paymen

A3

should contein a credit application signed by the lessee
nvestigation and exchange of credit information.
ity # 4

ne financing of any lease contract where, In &5 opinion, the

ted.

permitted. Al leases to be in the name of a BFC Group

wed outside of Canada are ineligible for financing.

finance more than 3 itases In any one company or individuat
ni.

have the right o verlfy leases directly with lessess. The
ompleted directly by the Bank or, at the option of the Bosrower,
ompleted by the Borrower's auditor so long as the auditor Is
Fication is completed in accordance with the terms stipulated by
ation, whether conducted by Borrower's auditor or the Bank's
2 Borrower,

Bank may initiate or undertake at any time in it sole discretion,

isive)

t of the following fees:

Al costs including legal fees and out of pocket expenses incurred for the preparing and obtaining of

security and documentation.

£25.00 administration fee per ease
the lessor. e.g. bank reports §17,

$2%5.00 administration fes per lense

booked, plus out of pocket expenses are to be recovered from

hookex) with rate protection is 1o be recovered from the lessor,

Minimurn $1,000.00 per annum to cover the cost of lease portfolio audits.

Reporting fees as a result of deviations from the terms and conditions set out herein. .g.

$100 for each Exceplion Request

encompassing all fease faclities $1,500 for Interim Credit

Applications of any kind excluding lgase facility exceptions.
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ey
: P

mCILI‘i’Y 5 CORPORATE MASTERCARD
; Amount 55,000
E Terms Subject to Standard BMO MasterCard Agreements and related docurnentation to
he entered inlo by the Borrower.,
GENERAL

Reporting ‘The following reports are required to assist the Bank in monitoring the valug of
security and financial trends; ‘ '

By the 30" day after each month end, a copy of the following reports signed by
an_adthorized signing officer of the Borrower is to he submitted o the Bank:

- Internally prepdred consolidated financial statements for Bodkin Financial
Corporation.

- A summary of delinquenties under each of Facilities 2-4, inclusive.

- A copy of the reporting packsge sent to Sun Life ("Sun Life™y Assurance
Company of Capada. To include, but not be limited to, delinquency analysis
of Book 1 and Book 2 of the Sun Life Securitization Facifity, as well as delails
on the lock upitriggers {delinquency and lfoss) regarding the reserves with
respect 1o Book 1 and Sook 2.

- Asummery of funding availability under the Sun Life Securitization Factity.

- A summary of leases in the pipeline (e, leases that have yet o be fundad,
but are expectéd to be funded at a future date}.

10 sunport of the Wholesale Leasing Credit, the Heavy Duty Truck and Tralier
Leasing Credit and the New Equipment Leasing Credit

~  Monthly aged listing (in summary form) of past due lease receivables, The
ctatus of those! lease contracts over 60 days past dug Is to be outiined along
with the corrective action contemplated if allowance for doubtful accounts has
not been provided.

Dally

In support of the Operating Credit as well as 1o measure the Margin Deficit

~ A Bisting of ngw and used equipment purchased pending funding of the
respective lease by a third party and ultimate securitization, A listing of
legsees, cost ahd date acquired are to be provided. In fieu of the foregoing, a
listing that includes equipment/vehicle description, make, model, modetl year,
serial number [if applicable), cost, date acquired is to be pravided.
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Bodkin Financial Corporation

Annually

A declaration ©

September 20, 2011

avaiiable undrawn securitization credit with Sun Life {le.

with margin report),

Aged listing of
year, make and

Aged fisting of ¢

sed vehicles,
motiel,

To inclute date acquired, scguisition cost,

Lstomer accounts receivable.

Financial stetements for the following companies will be provided within 120
days of each fiscal year-end:

Audited Consol
Audited finang
Audited finand
Notice to re
Corporation,

ader  financial

dated financial statements for Bodkin Financial Corporation.
5l statements for Bodkin Leasing Corporation. '
ol statements for Bodkin Capital Corporation,

statements for Bodkin Vehicle Leasing

Notice to reader financial statements for Dise Automotive Softwara Systerms

ine.

Notice to read
Natice to read
Notice to read

MNotice o rea
Motice to read

Notice to read%

r financial statements for 2087241 Ontaric Limited
r finencial staternents for 2087248 Ontario Limited
r financial statements for 2087247 Ontarlo Limited
r fimancial statements for 2079343 Ontario Ing,

der financial statements for RVS Credit Corparation
e financial statements for BFG Investment Corparation
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Bodkin Financial Corporation

September 20, 2011

COVENANTS/CONDITIONS & UNDERSTANDINGS

1. The ratio of the Borrower's {combined) Total Dabt to Tangible Net Worth ("TNWY) must not excesd a

3

“,

5.

ratio of 5.25 to 1. The term "Tangile
statement value of sharehoider’s equity i
any loan made by the shareholders to
favour of the Bank, on terms acceptable

et Worth” shall mean the recorded consolidated financial
H the business, including the value of preference shares, plus
the business and formally subordinated and postponed in
1o the Bank, minus the following, if not already provided for

or deducted: aliowance for intangible assets including leasehold improvements, goodwill, franchises,
patent rights, copyrights and trademarks;) reserve amounts for credit losses; amounts dus by officers,
affiiates or by directors and provision forlincome tax deemed reasonable by the Bank, TNW dogs not

nclude $3,000,000 provided to the borro

ser from Sun Life by way of subordinated debenture.

Total Debt to exdude deferred revenues gndl deferred taxes and is to include $3,000,000 provided to the
Barrower from Sun Life by way of subordinsted debenture.

Coverant relative to Total Debt to Tangible Net Worth is to be monitored by way of Internally prepared

Monthly Operating Statements (MOS} of t

Borrower which are to be provided by the Borrower within 30

days of each month end.  Any deficienciss as evidenced by the monthly statements are to be remedied

by the 30" day following the next month
next).

nd (l.e. Deficiency on May 31% MOS be remedied by June 30%

TNW shall at all times be no less than 110% of the outstanding Securitization Proceeds Receivable, TNW,

relative to this covenant, will include the §

The ratic of Earnings Before Interest and

2 000,000 subordlinated debenture provided by Sun Life.

raxes (EBIT) to Interest Expense shall be no less than 175 to

1. Interest expense is to include interest gayable on the Sun Life subordinated debenture,

Undertaking by the Borrawer and company principals relative to covenants as Follows:

1. No dividends, other capital withcra
affiliated companies are permitted.
1. No changes in ownership or redem
of the Bank.

I, No mergers, aoquisitions or mate

vaithout the prior written approval o
Y, Guarantees or other contingent liabh
encumbered without the prior writke
V. To ensure that any Breach of the B
oub in 2 above)
Vi, Any lease portfolio acquisition requi

wals, bonuses, advances to shareholders, directors, officers or
tion of shares are parmithed without the prior written approvat

ial change in the Bomrower's line of business are permitted
f the Bank,

ities are not to be entered inte and assets are not to be further
n approval of the Bank.

orrower's Leverage Covenant will be corrected promptly {as set

res the Bank's prior approval,

VII, Company to advise the Bank in wriling prior to commencing any securitization activities other than

with Sun Life.

VIIL None of the above actions are to take place without the prior written approval of the Bank, which

wif} not be unreasonably withheld.

Annual confirmation from Sun Life is o be provided confirming their continued acceptability of the
Bodkin securitized portfolio {the annual renewal of credit facilities fetter from Sun tife shall be considered

arcceptable confirmation).

A}l Banking cperations of the Borrower and its affiliates including Cash Management are to be maintained

with Bark of Montreal.
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2. The Borrower shalt permit the Bank's representative to enter upon the Borrower's premises and make
available its records at any time during regsonable business hours for audit purposes.

g, Bank financing Is subject to periodic review, not less frequently than annually.

Page 17 of 20
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September 20, 2011

SECURLTY (2l held except where indicated as to be obtzined)

From Bodkin Finangial Corporation

1. General Securily Agreement, representing

2. Special Security Agreement re: Leased
under P.R.S.A, In Ontarie and under the
Tarritoties, (includes 3% Pre-payment P
Opinion.

2. Leder of Undertaking Signed by Bodig
covenants as oullined in Covenants {No.

4. Cperating Loan Agreement.

5. Priority Agreements satisfactory 10 the
Alliance Insurance and Financial Servic
and Bank of Montreal,

6. Subrogations / postponersents ays requirgel.

7. landlord’s Waiver,

8, Copy of and assignment of "All Risk” ins
Bank and containing a standard morig
(31,000,000, minimurm coverage).

9, FirstBank Fixed Rate Lending Agreement!

10, mMasterCard Corporate Card Account Agryg

11. Signed Term Sheet. TO BE REPLACED

12.
secutily.

13. Priorty/inter-Creditor Agreement amo
Aliance Insurance and Finantiat Sery
Capital Corporation.

SUNDRY

1.

2. Guarantes in the amount of $35,000,{(

3. Guarantee in the ammount of $35,000,00

4, Guarantes in the amount of $35,000,06

5.

a first charge over all assets.
Vehicles with Enabling Resohution, registered in first position

appropriate registry offices for every Province in Canada and
remium Agreement) along with Solictors favourable Letter of

n Financial Corporation and company principals refative 1o

5 ahove.

zank's solicitors, with Sun Life Insurance Company, Industrial
=5 Inc. {formerly National Life Assurance Company of Canada}

o)

urance poficy (including Garage Policy) with loss payable to the
age clause, Copy of Lessor's Contingent Liability insurance
5, Monthly Adjustabla (re; COOR borrowing).

ement and related documentation.

BY THIS TERM SHEET.

Amendment and Acknowledgement Agreement confirming indebtedness and continuing effect of all

hg BMO, Sun Life Assurance Company of Canada, Industrial

ces, the Borrower, Bodkin Leasing Corporation and Bodkin

Guarantee in the amount of $35,000,000 with enabling resolution from 2087241 Ontario Limited.

0 with enabling resolution from 2087248 Ontario Limited.

0 with enabling resclution from 2087247 Ontario Limited.

0 with enabling resolution from 2079343 Ontario Limited.

Guarantee in the amount of $35,000,000 with enabling resolution from RVS Credit Corporation.
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Bodkin Finencial Corporation

10,

11

Erorm Bodkin Leasing Corporation

L

2.

3

4,

From Bodkin Capital Corporation

i

2.

Guarantee in the amount of $35,600,000
Guarantee In the amount of $35,000,000

Postponement  Agreement slgned by
subordinating obiigations to the Bank,

September 20, 2011

with enabling resotution from BFG Invastroent Corporation.
ith enabling resolution from BFG acquisition Corporation,

BMO, BFG Acgquisition Corporation and the Borrower,

Postponement Agreement signed by BMD, Bodkin Equipment Leasing Corporation and the Borrower,

subordinating obligations to the Bank,

Favourable solicitor's letter of opinion ré continued Bank first ranking security as & refates to both
the acquisition and amalgamation {with 351520 Ontario Limited).

Solicitor's Conflict Letter,

Guarantee in the amount of $35,000,000
General Security Agreement, reprasentin

Special Security Agreement re: Leased
under P.PS.A, In Ontario and under the
Territories. (indudes 3% Pre-payment B
Opinion,

with enabling resciution from Bodkin Leasing Corporation.
h a first charge over ali assets.
Vehicles with Enabling Resolution, registered in first position

appropriate registry offices for every Province in Canada and
Lemium Agreement) along with Soliclior's favourable Letter of

Amendment and Acknowledgement Adreement confirming guarantee and continuing effect of all

security.

Guaraniee in the amount of $35,000,000 4
Gensral Security Agreement, representing

Spacial Security Agreement re: Leased
under P.P.S.A. in Ontario and under the

qith enabling resolution from Bodkin Capitad Corporation.

a first charge over all assets.

Vehicles with Enabling Resolution, registered in first position
appropriate registry offices for every Province in Canada ard

Territories. {includes 3% Pre-payment Prlemium Agreement) along with Solicitor's favourable Letter of

Opition.

Amendment and Acknowledgement Agreement confirming guarantee and continuing effect of ali

security.
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The Summary of Teans and Conditios contained I this Teom Sheet are accepted

this S 57 day of SIS ) FEvE 2011,

BODFIN FINANCIAL CORPORATION

o
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THIS IS EXHIBIT “C” TO THE.
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3*°
DAY OF OCTOBER, 2011

AN

SAM FPHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS




Vo e ‘Guarantee for Indebtedness of an Incorporated - -
‘Bankof Montreal : : Company

To the BANK OF MONTREAL: - .
IN CONSIDERATION of the Bank of Montreal (hereinafter the "Bank™) tealing with Bodkin Financial Corporation

v herein referred to as the Customer, the undersigned hereby jointly and severally guarantee(s) payment to the Bank of all present and
future debts and liabllities direct or indirect or otherwise, now or at any time and from time to time hereafter due or.owing to the Bank
from or by the Cusfomer or by any successor corporation of the Custorner and whether incurred by the Customer alone or Jointly with
any other corporation, person or persons, or otherwise howsoever: provided, however, that the liability of the undersigned and of each

- of the undersigned herein is limited to
$ 35000000.00D0ilars

Thirty-Five Million Dollars

with interest thereon at a rate of zero per cent per annum above the Bank's prime interest rate in effect from time to time, from date of
demand for payment of same. The term "prime interest rate™ means the ficating annual rate of interest established from time to fime by
the Bank as the base rate it will use to determine rates of interest on Canadian dollar loans to customers in Canada and designated as
Prime Rate.

IT IS AGREED that no change in the name, objects, capital stock or constitution of the Customer, shall in any way affect the
liability of the undersigned or any of them, elther with respect to transactions occurring before or after any such change, and the Bank
shall not be concemned to see or inquire into the powers of the Customer or any of its direclors-or other agents, acting or purporting to

" act on its behalf, and moneys, advances, renewals or credits, in fact borrowed or obtained from the Bank In professed exercise of such
powers shall be deemed to form part of the debts and liabilities hereby guaranteed, notwithstanding that such borrowing or obtaining of
moneys, advances, renewals or credits shall be in excess of the powers of the Cusiomer or of its direclors or other agents aforesaid, or
be in any way iregular, defective or informal. If the Customer shafl amalgamate with one or more other comporations, this guarantee
shall continue and apply to alf debts and liabilies owing to the Bank by the corporation continuing from the amalgamation.

IT IS FURTHER AGREED that the Bank, without consent of the undersigned and without exonerating in whole or In part the

[ undersigned, or any of them (i more than one), may grant fime, renewals, extenslons, indulgences, releases and discharges to; may
Lo take securifles from and give the same and any or all existing securities up to, may abstain from taking securities from, or from -
perfecting securities of, may accept compositions from, and may otherwise change the terms of any of the debts and liabilities hereby

guaranteed and otherwise deal with the Customer and all other persons {including the undersigned, or any one of them, and any other

guarantor) and securities, as the Bank may see fit, and that all dividends, compositions, and meneys received by the Bank from the

Cusfomer from any other persons or estates capable of being applied by the Bank in reduction of the debts and liabifities hereby

guaranteed, shall be regarded for alt purposes as payments in gross, and the. Bank shall be entitied to prove against the estate of the

Customer upon any insolvency or winding-up in respect of the whole of said debts and liabilities, and the undersigned shall have no

right to be subrogated to the Bank in respect of any such proof until the Bank shall have recelved from such estate payment in full of its

claim with interest. ) :

FH .

- AND IT IS FURTHER AGREED that this.shall be a contiming guarantge, and shali cover and secure any ulfimate balance
owing to the Bank, including all.costs, charges and expenses which the Bank may Incur in enforcing or oblaining payment of the sums
of money due to the Bank from the Customer elther afone or in-conjunction with any other corporation, person or persons, or othervise
howsoever, or attempting to do so. The Bank shall not be obliged to seek any recourse agalnst the Customer or other persons or the
securities it may hold before being entitled to payment from the undersigned of all and every debts and liabilities hereby guaranteed.
The undersigned and each of them (if more than one)-hereby renounces the benefits of discission and division. The undersigned and -
each of them (if more than one) renounces to claim against, or set up against, the Bank any right which the undersigned or each of
them (if more than one) may have to be subrogated in any of the rights, hypothecs, privileges and other securiiy held from time to time
by the Bank. The undersigned, or any one or more of them {if more than one), or the respective exacutors, administrators or legal
representatives of any of the undersigned, may detemmine his or their further liability under this continuing guarantee by ninety days’
notice in writing to be given to the Bank, and the {iability hereunder of the undersigned and each of them (if more than one), and his or

“their respective executors, administrators and legal representatives shall continue until the expiration of ninety days-after the giving of
such nofice, notwithstanding the death or insanity of any of the undersigned, and after the expiry of such nofice the undersigned and
each of them (if more than one), and his or their respective executors, administrators and legal representatives shall remain liable
under the guarantee in respect of any sum or sums of money owing to the Bank as aforesaid on the date such notice expired and also
in respect of any contingent or future fiatilities incurred to or by the Bank on or before such date maturing thereafter, but such
determination in any manner of further liability of any one or more of the undersigned or of the respective executors, administrators or
legal representatives of any of the undersigned shall nat prevent the continuance of the iiability hereunder of any others or other of the
undersigned or of their or his respective executors, administrators, or legal representafives. If after such determination any payment
from the Customer must be retumed to the Customer, or any successor or representative of the Customer, for any reason {including
the designation of such payment as a mistake or as a preference: following the bankruptey of the Customer), then this guaranteé shall

» continue after the determination as if such.payment had not been made. Every Certificate issued under the hand of the Manager or

Acting Manager of the Bank for the time being at the Branch where the Customers account shall be kept, purporting to show the
amount at any particular ime due and payable to the Bank, and covered by this guarantee, shall be received as conclusive evidence as
against the undersigned and every one of them (if more than one), and his or their respective executors, administrators and legal
representatives, that such amount is at such fime so due and payable to the Bank and is covered hereby.
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THIS CONTRACT shall be construed in accordance with the laws of the Province of Onfario and for the purpose of legal
proceedings this contract shall be deemed to have been made in the sald Province and fo be performed there, and the Courts of that
Province shall have jurisdiction over all disputes which may arise under this contract, provided atways that nothing herein contained
shall prevent the Bank from proceeding at its election against the undersigned in the Courts of any other Province or country.

NOTWITHSTANDING the provisions of any Statute relating to the rate of interest payable by debtors, this contract shall remain _
in full force and effect whatever the rate of interest received or demanded by the Bank. o

. ALL'DEBTS AND LIABILITIES present and future of the Customer to the underéigned and each of them are hereby postponed
to the debts and lizbilities of the Customer to the Bank and all maoneys received by any of the undersigned or their or his assigns
thereon shall be received as Trustees for the Bank and shall be paid over to the Bank.

g?h?afl?s’;"”(’i) THE UNDERSIGNED and each of them (if more than one) acknowledges that this Guarantee has been delivered free of any

Guarantee is in addition to and not in substituion for any other Guarantees held or which may hereafter be held by the said Barik. For
; greater certainly and without limiting the generality of the foregoing, the Guarantor agrees that this Guarantes is in addition to and not in
; substitution of the Guarantee(s) dated N/A, and N/A int the amouni(s) of $ and $ - The present Guarantee shall remain

in full force and effect untit afl debts and obligations hereby secured have been imevocably and indefeasibly paid and released.

This clause Itis the express wish of the Pariies that this agreement and any related documents be drawn up and executed in English. Les

;'f'mm parties conviennent que la présente convention et tous les documents s'y rattachant soient rédigés et signés en anglals,

f O - :

Smy_f’ ébec AS WITNESS the hands and seals of the undersigned, at Toronto, Ontario

this 8" day of May, 2004
o - WITNESS _ SIGNATURE OF GUARANTGR(S)
’ ‘ BODKIN CAPITAL CORPORATION

I executed -

bya

company

with a

corporate

seal, the

corporate .

seal should - - ' i

be affixed. . i
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B o A Guarantee for Indebtedness of an Incorporated
5. Bank of Montreal . Company

i To the BANK OF MONTREAL: .
’ {N CONSIDERATION of the Bank of Montreal (hereinafter the "Bank™) dealing with Bodkin Financial Corporation

hereln referred to as the Customer, the undersigned hereby jointly and severally guarantee(s) payment to the Bank of all present and
future debts and liabilities direct or indirect or otherwise, now or at any time and from time fo ime hereafter due or owing to the Bank
from or by the Customer or by any successor corporation of the Customer and whether incumred by the Customer alone or jointly with
any other corporation, person or persans, or otherwise howsoever: provided, however, that the #ability of the undersigned and of each
of the undersigned herein is limited to : ‘

$ 35000000.00Dolars

Jhirty-Five Million Dollars

with interest thereon at a rate of zero per cent per annum above the Bank's prime interest rate in effect from time to time, from date of
demand for payment of same. The term "prime interest rate™ means the floating annual rate of interest established from time fo time by
the Bank as the base rate it will use to determine rates of interest on Canadian dollar loans to customers in Canada and designated as
Prime Rate. o

IT IS AGREED that no change in the name, objects, capital stock or constifution of the Customer, shall in any way affect the
liability of the undersigned or any of them, either with respect to transactions occurring before or after any such change, and the Bank
shall not be concemed o see or inquire into the powers of the Customer or any of its directors or other agents, acting or purporting fo
act on its behalf, and moneys, advances, renewals or credits, in fact borrowed or obtained from the Bank in professed exercise of such

_ powers shall be deemed to form part of the debts and liabiiities hereby guaranteed, notwithstanding that such borrowing or obtaining of
meneys, advances, renewsls or credits shall be in excess of the powers of the Customer or of its directors or other agents aforesaid, or
be in any way irregular, defective or informal. If the Customer shall amalgamate with one or more other corporations, this guarantee

- shall continue and apply to all debts and liabilities owing to.the Bank by the corporation continuing from the amalgamation.

iT IS FURTHER AGREED that the Bank, without consent of the undersigned and without exonerating in whole or in part the
undersigned, or any of them (if more than one), may grant time, renewals, extensions, indulgences, releases and discharges to, may .
take securifies from and give the same and any or all exisfing securities up to, may abstain from taking securities from, or from
perfecting securities of, may accept compositions from, and may otherwise change the terms of any of the debts and liabflities hersby
_ guaranteed and otherwise deal with the Customer and all other persens {including the undersigned, or any one of them, and any other
.guarantor} and securities, as the Bank may see fit, and that all dividends, compasitions, and moneys received by the Bank from the
Customer from any other persons or estates capable of being applied by the Bank in reduction of the debts and liabilities hereby
guaranteed, shall be regarded for all purposes as payments in gross, and the Bank shall be entitied to prove against the estate of the
Customer upon any insolvency or winding-up in respect of the whole of said debts and liabilities, and the undersigned shall have no
Tight to be subrogated to the Barik in respect of any such proof until the Bank shall have received from such estate payment in full of its
claim with interest - ’

: o AND IT IS FURTHER AGREED that this shall be a continuing guarantee, and shall cover and secure any ullimate balance
i owing o the Bank, including all costs, charges and expenses which the Bank may incur in enforcing or obtaining payment of the sums
of money due to the Bank from the Customer either alone or in conjunction with any other corporation, person or persons, or otherwise
howsoever, or attempting to do so. The Bank shall not be obliged fo seek any recourse agatnst the Custorner or other persons or the
securities it may hold before being entitled fo payment from the undersigned of all and every debts and fiabilities hereby guaranteed.
The undersigned and each of them (if more than one) hereby renounces the benefits of discussion and division. The undersigned and
each of them (if more than one) renounces to claim against, or set up against, the Bank any right which the undersigned or each of
- them (if more than cne) may have to be subrogated in any of the rights, hypothecs, privileges and other security held from time to time
B . by the Bank. The undersigned, or any che or more of them (if more than one), or the respective executors, administrators or legal
= representatives of any of the undersigned, may determine his or their further liability under this continuing guarantee by ninety. days’
nofice in writing to be given to the Bank, and the Hability hereunder of the undersigned ahd each of them (if more than one), and his or .
thelr respective executors, administrators and legal representatives shall continue until the expiration of ninety days after the giving of
such notice, notwithstanding the death or insanity of any of the undersigned, and after the expiry of such notice the undersigned and
each of them (if more than one), and his or their respective executors, administrators and legal representatives shall remain liable .
under the guarantee in respect of any sum or sums of money owing to the Bank as aforesaid on the date such notice expired and also
in respect of any contingent or future liabflities incurred to or by the Bank on or before such date maturing thereafier, but such
determination in any manner of further liability of any one or more of the undersigned or of the respective executors, administrators or
legal representatives of any of the undersigned shall not prevent the continuance of the liability hereunder of any others or other of the
undersigned or of their or his respective executors, administrators, or legal representatives. if afier such determination any payment
from the Customer must be retumed to the Customer, or any successor or representative of the Customer, for any reason {including
the designation of such payment as a mistake or as a preference following the bankruptcy of the Customer), then this guarantee shall
continue after the determination as if such payment had not been made. Every Ceriificate issued under the hand of the Manager or
Fa e Acting Manager of the Bank for the time being at the Branch where the Customer's account shall be kept, purporting to show the
amount at any particular ime due and payable 1o the Bank, and covered by this guarantee, shall be received as conclusive evidence as
against the undersigned and every one of them (if more than one), and his or their respective executors, administrators and legal
representatives, that such amount is at such time so due and payable to the Bank and is covered hereby.
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THIS CONTRACT shall be construed in accordance with the laws of the Province of Ontario and for the purpose of legal
proceedings this contract shall be deemed to have been made in the said Province and to be performed there, and the Courts of that

“Province shall have jurisdiction over all disputes which may arise under this contract, provided always that nothing herein contained

shall prevent the Bank from proceeding at its election against the undersigned in the Courts of any other Province or country.

- NOTWITHSTANDING Me_prdvision's of any Statute relating fo the rate of interest payable by debtors, this contract shall remain
in full force and effect whatever the rate of interest received or demanded by the Bank. )

ALL DEBTS AND LIABILITIES present and future of the Customer to the undersigned and each of them are ﬁereby postponed
to the debts and liabilities of the Customer to the Bank and all moneys received by any of the undersigned or their or his assigns
thereon shall be received as Trustees for the Bank and shall be paid over to the Bank.

THE UNDERSIGNED and each of them (if more than one) acknowledges that this Guarantee has been delivered free of any
conditions and that no representations have been made to the undersigned or any of them {if more than one) affecting the fiability of the
undersigned or any of them (if more than one) under this Guarantee save as may be specifically embodied herein and agrees that this
Guarantee is in addition 1o and not in substitution for any other Guarantees held or which may hereafter be held by the said Bank. For
greater certainly and without fimiting the generality of the foregoing, the Guarantor agrees that this Guarantee is in addition to and not in
substitution of the Guarantee{s) dated N/A, and _N/AIn the amount(s) of $ and $ . The present Guarantee shall remain
in full force and effect unil all debts and obligations hereby secured have been Irrevocably and indefeasibly paid and released.

It is the express wish of the Parties that this agreement and any refated documents be drawn up and executed in English. Les
parlies conviennent que la présente convention et tous les documents s'y rattachant solent rédigés et signés en angiais.

AS WITNESS the hands and seals of the undersigned, at Toronto, Ontario

this 3" day of May, 2004

WITNESS SIGNATURE OF GUARANTOR(S)

Initials






THIS IS EXHIBIT “D” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3*°
DAY OF OCTOBER, 2011

A e

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS
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{3 &Bankofﬁﬂmtreai o Ontario Personal Property
P . _ Security Act Security Agreement

SECURITY AGREEMENT

_ The undersigned (hereinafter called the “Debtor”) hereby enters into this Security Agreement with
Bank of Montreal (hereinafter called the “Bank”) for valuable consideration and as security for the
repayment of all present and future indebtedness of the Debtor to the Bank and interest thereon and for
the payment and discharge of all other present and future liabilities and obligations, direct or indirect,
absolute or contingent, of the Debtor to the Bank {all such indebtednéss, interest, liabilities and obligations
being hereinafter collectively called the “Obligations™). This Security Agreement is entered into pursuant to
and is governed by the Personal Property Security Act (Ontario) insofar as it affects personat property
located in Ontaric. i '

1. The Debtor hereby represents and warrants to the Bank that it has assets at the following
: locations: ,
© tall :
ss:t‘js‘s and . Please see Schedule A atta‘ched hereto,
i 2. The Debtor hereby
T essary (a} mortgages and charges to the Bank as and by way of a fixed and specific moertgage and
\tacha . charge, and grants to the Bank a security interest in, all its present and future equipment and
| Shedule, if any proceeds therefrom, including, without limiting the generality of the foregoing, all fixtures,
L jpoetisto plant, machinery, tools and furniture now or hereafter owned or acquired or in respect of

which the Debtor has rights now or in the future and any equipment specifically listed or
. : otherwise described in any Schedule hereto; :

(b) mortgages and charges to the Bank, and grants to the Bank a security interest in, all its

present. and future inventory and any proceeds therefrom, including, without limiting the

S . generality of the foregoing, all raw materials, goods in process, finished goods and packaging

5 3 ’ material and goods acquired or held for sale or furnished or to be furnished under contracts .
of rental or service; ‘

(c) assigns, transfers and sets over to the Bank and grants o the Bank a security interest in, all
its present and future intangibles and any proceeds therefrom, including, without limiting the
generality of the foregoing, all its present and future accounts, accounts receivable, contract .
rights and other choses in action of every kind or nature now due or hereafter to become due,
including insurance rights arising from or out of the assets referred to in sub-clauses (a) and
{b} above;

(d) grants, mortgages, charges, transfers and assigns to the Bank a security interest in, all its
present and future chattel papers, documents of title, instruments, money and securities, and
any proceeds therefrom; and :

(e) charges in favour of the Bank as and by way of a floating charge its undertaking and all its
property and assets, real and personal, moveable or immoveable, of whatsoever nature and
kind, both present and future (other than property and assets hereby validly assigned or
subjected to a specific morigage and charge and to the exceptions hereinafter contained).

For the purposes of this Security Agreement, the equipment, inventory, intangibles, undertaking

and all other property and asseis of the Debior refetred to in this clause 2 are hereinafter

i sometimes collectively called the "Collateral”.” Without limiting the generality of the dascription of

Collateral as set out in this clause 2, and for the greater certainty, the Collateral shall include all

present and future personal property of the Debtor of the type described in any scheduled

aftached hereto. The Debtor agrees that it shall promptly advise the Bank in writing of any

acquisition of personal property which is not of the type herein described. The Debtor agrees to

: execute and deliver from time to time, at its own expense, amendments to this Security

Agreement or additional security agreements, which may be reasonably required by the Bank to
ensure attachment of security interests in such personal property. '

R —
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3. The Collateral is on the date hereof primarily situate or located at the location(s) set out in clause .
1 hereof but may from time to time be located at other premises of the Debtor. The Collateral
may also be located at other places while in transit to and from such locations and premises: and
. the Collateral may from time to time be situate or located at any other place when on lease or
R consignment to any lessee or consignee from the Debtor.

4, It is hereby declared that the last day of any term of years reserved by any lease, verbal or

written, or any agreement therefor, now held or hereafter acquired by the Debtor, is hereby or

shall be excepted out of the mortgages, charges and security interests hereby created, but the

P Debtor shall stand possessed of the reversion of one day remaining In the Debtor in respect of

; o . any such term of years, for the time being demised, as aforesaid upon trust to assign and dispose

T : of the same as any purchaser of such term of years shall direct. There shall also be excluded

from the security created by this Security Agreement any property of the Debtor that constitutes
S consumer goods for the personal use of the Debtor.

5. The Debtor shalf not without the prior writtent consent of the Bank sell or dispose of any of the

Collateral other than that described in sub-clause (b) of clause 2 above which may be sold only in

the ordinary course of business and for the purpose of carrying on the same; and if the amounts

, of any of the intangibles referred to in sub-clause (c) of clause 2 above or any proceeds arising

o from the Collateral described in sub-clauses (2) and (b} of clause 2 above shall be paid to the
LT Debtor, the Debtor shall receive the same as agent of the Bank and forthwith pay over the same
to the Bank. The Debtor shall not without the prior written consent of the Bank create any liens

upon or assign or transfer as security or pledge or hypothecate as security or create a security

RS interest in the Collateral except to the Bank. The Debfor agrees that the Bank may require any
A account debtor to the Debtor to make payment to the Bank and the Bank may take control of any
B proceeds referred to in sub-clauses (a), (b) and (c} of clause 2 hereof and may hold all amounts
received from any account debtors and any proceeds as cash collateral as part of the Collateral
and as security for the Obligation of the Debtor to the Bank. :

6. The Debtor shall at ali times do, execute, acknowledge and deliver or cause to be done,
A ‘executed, acknowledged or delivered all and singular every such further acts, deeds, transfers;
I assignments, security agreements and assurances as the Bank may reasonably require for the
' - better granting, transferring, assigning, charging, setting over, assuring and confirming unto the
Bank the property and assets hereby mortgaged and charged or subjected to security interests or -
intended so fo be or which the Debtor may hereafter become bound to mortgage, charge,
transfer, assign or subject to a security interest in favour of the Bank and for the better

accomplishing and effectuating of this Security Agreement.

7. The Debtor shall all times have and maintain insurance over the Collateral against risks of fire
(including so-called extended coverage), theft, and such other risks as the Bank may reasonably -
require in writing, containing such terms, in such form, for such periods and written by such
companies as may be reasonably satisfactory fo the Bank. The Debtor shall duly and reasonably

- pay all premiums and other sums payable for maintaining such insurance and shall cause the
insurance money thereunder to be payable to the Bank as jts interest hereunder may appear and
shall, if required, furnish the Bank with certificates or other evidence satisfactory to the Bank of
compliance with the foregoing insurance provisions. '

8. The Debtor shal! at all times upon request by the Bank furnish the Bank with such information
concerning the Collateral and the Debtor's affairs and business as the Bank may reasonably
request, including lists of inventory and equipment and lists of accounts and accounts receivable
showing the amounts owing upon each account and securities therefor and copies of all financial
statements, books and accounts, invoices, letters, papers and other documents in any way
evidencing or relating to the account. '

9. The debtor shall be in default under this Security Agreement upon the occurrence of any one of
the following events;

(a) the Debtor shall default under any of the Obligations;
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(b) the Debtor shall default in the due observance or performance of any covenant, undertaking
or agreement heretofore or hereafter given to the Bank, whether contained herein or not and
including any covenant or undertaking set out in any Schedule to this Security Agreement:

(c) an execution or any other process of any court shail become enforceable against the Debtor
or a distress or analogous process shall be levied upon the property of the Debtor or any part
thereof; . :

(d) the Debtor shall become insolvent or commit an act of bankruptcy, or make an assignment in
bankruptcy or a bulk sale of its assets or a bankruptcy pefition shall be filed or presented
against the Debtor and not be bona fide opposed by the Debtor;

(e) the Debtor shall cease to carry on business.

10. Upon any default under this Security Agreement, the Bank may declare any or all of the

' Obligations to be immediately due and payable and may proceed {o realize the security hereby

constituted and to enforce its rights by eniry; or by the appointment by instrument in writing of a

receiver or receivers of the subject matter of such security or any part thereof and such receiver

or receivers may be any person or persons,whether an officer or officers or employee or

P empioyees of the Bank or not, and the Bank may remove any receiver or receivers so

b appointment and appoint another or others in his or their stead, or by proceedings in any court of

o competent jurisdiction for the appointment of a recsiver or receivers or for sale of the Collateral or

. any part thereof; or by any other action; suit, remédy or proceeding authorized or permitted

hereby or by law or by equity; and may file such proofs of claim and other documents as may be

necessary or advisable in order to have its claim lodged in any bankruptcy, winding-up or other

judicial proceedings relative to the Debtor. Any such receiver or receivers so appointed shafll.

have power to take possession of the Collateral or any part thereof and to carry on the business

of the Debtor, and to borrow money required for the maintenance, preservation or protection of

the Coliateral or any part thereof or the carrying on of the business of the Debtor, and to further

: charge the Collateral in priority to the security constituted by this Security Agreement as security

R - for money so borrowed, and to sell, lease or otherwise dispose of the whole or any part of the

L : Collateral on such terms and conditions and in such manner as he shall determine. In exercising

any powers any such receiver or receivers shall act as agent or agents for the Debtor and the
Bank shall not be responsible for his or their actions. ’

In addition, the Bank may enter upon the applicable premises and lease or sell the whole or
any part or parts of the Collateral. The Debtor agrees that considering the nature.of that part of
S the Collateral that is not perishable it will be commercially reasonable to sell such part of the -
P Collateral; '

(a} As awhole or in various lots:

(b) By a public sale or call for tenders by advertising such sale once in a local daily
newspaper at least seven (7) days before such sale; and

(c} By private sale after the receipt by the Bank of at least two offers from prospective
purchasers who may include persons related to or affiliated with the Debtor or other
customers of the Bank.

Any such sale shall be on such terms and conditions as to credit or otherwise and as to
Lo upset or reserve bid or price as to the Bank in its sole discretion may seem advantageous
- - and such sale may take place whether or not the Bank has taken possession of such -
P property and assets.

No remedy for the realization of the security hereof or for the enforcement of the rights of

i the Bank shall be exclusive of or dependent on any other such remedy, but any one or more

P ) of such remedies may from time to time be exercised independently or in combination. The
P term “receiver” as used in this Security Agreement includes a receiver and manager,

11. Any and all payments made in respect of the Obligations from time to time and moeneys realized
frorv-any securities held therefor (including moneys realized on any enforcement of this Security
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Agreement) may be applied to such part or parts of the Obligations as the Bank may see fit, and
“ the Bank shall at all times and from time to time have the right to change any appropriation as the
Barnk may sge fit.

12. The Debtor agrees fo pay all reasonable expenses, including solicitor’s fees and disbursements
and the remuneration of any receiver appointed hereunder, incurred by the Bank in the
preparation, perfection and enforcement of this Security Agreement, including all expenses
incurred by the Bank and its agents to put into place and confirm the priority of any security
interest in this Security Agreement and the payment of such expenses shail be secured hereby.

13. The Bank may waive any default herein referred to; provided always that no act or omission by
the Bank in the premises shall extend to or be taken in any manner whatsoever to affect any
subsequent default or rights resulting therefrom.

14. The Debtor acknowledges that value has been given, that the Debtor has rights in the Collateral
and that the parties have not agreed fo postpone the time for attachment of any security interest
in this Security Agreement, ’

15.  The security hereof is in addition to and not in substitution for any other security now or hereafter
held by the Bank and shall be general and continuing security notwithstanding that the
Obligations of the Debtor shall at any time or from time fo time be fully safisfied or paid.

16.  Nothing herein shall obligate the Bank to make any advance or loan or further advance or loan or-
to renew any note or extend any time for payment or any indebtedness or liability of the Debtor to
the Bank. -

17. This Security Agreement shall enure to the benefit of and be binding upon the respective heirs,
executors, administrators, successors and assigns of the Debtor and the Bank.

18. This Security Agreement' is a security agreement within the meaning of the Personal Préperty
Pl Security Act (Ontario) and does not constilute an acknowledgement of any particular
o ' ' indebtedness or fability of the Debtor to the Bank. : :

19. In construing this Security Agreement, terms herein shall have the same meaning as defined in
the-Personal Property Security Act (Ontario), unless the context otherwise requires. The word
“Debtor”, the personal pronoun “it” or “its” and any verb relating hereto and used therewith shall
- be read and construed as required by and in accordance with the context in which such words
S ‘ are used depending upon whether the Debtor is one or more individuals, corporations or
“ partrerships and, if more than one, shall apply and be binding upon each of them severally. The
term “successors” shall include, without limiting its meaning, any corporation resulting from the
-amalgamation of a corporation with another corporation and, where the Debtor is a partnership,
any new partnership resulting from the admission of new partners or any other change in the
- Debtor, including, without limiting the generality of the foregoing, the death of any or all of the
partners. .

L Insext date of IN WITNESS WHEREOF this Security Agreement has been executed by the Debtor as of the
execution 3" day of May, 2004.

L ) BODKIN FINANCIAL CORPORATION
-0 be signed by Debtor; if . ; e
i, Debtor is a corporation ensure

; " signatures are authorized and if

| Debtoris a corporation with 2

! ! ! orporate seal, affix Comporate

* | ' Jeal; Debtor’s name should be
L m

hell, Seor
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SCHEDULE A
List of Locations where Assets Located

The assets of the Debtor which are the subject matier of leases in which the Debtor is the
Lessor are located in numerous focations throughout Canada. All other assets of the Debtor
and all books and records in respect of the Debtor and the assets of the Debtor which are the -
subject matter of leases in which the Debtor is the Lessor are located at the following
address:

: . 2150 Dunwin Drive, Unit 1
Mississauga, Ontario, L5L 1C7

Doc #330731v2
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Movable Hypothec
. (Univers_ality)

1. OBLIGATIONS SECURED

1.1 The hypothec in Section 2 of this Agreement is granted to secure all obligations, present and future, direct or
indirect, absolute or contingent, matured or not, whether incurred alone or with -any other person, of the - -
undersigned (the "Customer") towards BANK OF MONTREAL (the "Bank") under or pursuant to this Agreement -
and all other obligations described in Section 9.1. . '

12 Al obligations secured by this hypothec are herein called the "Secured Obligations", and such expression includes
interest, costs and damages.

2. HYPOTHEC

21 For gbod and valuable consideration, the Customer hypothecates in favour of the Bauk all present and future
property of the Customer, both corporeal and incorporeal, now owned or hereafter acquired by the Customer,
including without limitation the following: ' _

_(a) all present and future machinery and equipment of the Customer, including, without limitation, all tools,
implements, furniture and vehicles; ' _ Cod

(b) all present and future inventory of the Customer including, without limitation, all property in stock, movable
property in reserve, raw materials, goods in process, finished products, animals, wares, as well as any other’
property held for sale, lease or processing in the manufacture or transformation of property intended for sale, -
for lease, or for use in providing a service by the Customer in the ordinary course of operation of its enterprise;

) (c) all present and future claims of the Customer including, without limitation, all customer accounts, accounts
- receivable, rights of action, demands, judgments, contract rights, amounts on deposit, proceeds of sale,
assignment or lease of any property, rights or titles, and any indemnities payable under any contract of
mmsurance whether or not such insurance is on property forming part of the Hypothecated Property (as
hereinafter defined), the whole which are now due or which may become due to the Customer, together with all
Jjudgments and all other rights, benefits, guarantees and securities for the said claims which are now or may
hereafter exist in favour of the Customer, and together with all books and accounts, client lists, client records,
client files, titles, letters, invoices, papers and documents in any way evidencing or relating to all or any of the
© claims; ' : '

(d) all present and future Securities (as defined in Section 8.4(1)), instruments, bills of lading, warchouse receipts,
documents or other evidences of title of the Customer; '

(e) all present and future goodwill, trademarks, patents and patent rights, copyrights, inventibns; other intangible
property, monies, agreéments and rights under agreements of the Customer, and all its present and future -
undertaking; and

(f) all clientlists, client records, client files, titles, documents, records, receipts, invoices and accounts eviéiencing
any of the aforesaid Hypothecated Property or relating thereto including, without limitation, computer disks,
tapes and related data processing media and rights of the Customer to retrieve same from third parties;

(all such present and future property being herein called the "Hypothecated Property"), for the amount specified in .
Section 9.2, with interest from the date hereof at the rate per annum specified in Section 9.2. ,

: 2.2 The following property, to the extent not already included in the description in Section 2.1, is also covered by the
P ' hypothec constituted by this Agreement; _ .

(a) the proceeds of any sale, assignment, lease or other disposition of the property described in Section 2.1, any
. claim resulting from such a sale, assignment, Jease or other disposition, as well as any property acquired in
L./ Prod. 2250150  Form LF 503 (Que) (2/00) _ Page 1 of 11 _—,



3. REPRESENTATIONS

replacement thereof (it being understood that this clause shall not be interpreted as permitting the Customer to
dispose of the Hypothecated Property in contravention of the provisions of this Agreement);

(b) any indemnity or proceeds of exprdpriation payable in respect of the Hypothecated Property;
(c) any rights attached to the Hypothecated Property, as well as the fruits and revenues thereof:

(d) if the property described in Section 2.1 includes Securitics, all other Securities issued or received in
substitution, renewal, addition or replacement of Securities, or issued or received on the purchase, redemption,
conversion, cancellation or other transformation of Securities or issued or received by way of dividend or
otherwise to holders of Securities. : '

i

{

The Customer represents to the Bank as follows:

3.1

3.2

3.3

34

3.5

3.6

3.7

3.8

The Customer is the sole owner of the Hypothecated Property which now exists and all the Hypothecated Property
is free and cléar of all prior claims, hypothecs, security interests and other rights in favour of any other person,
except for those, if any, disclosed by the Customer to the Bank in Section 9.3; the Customer is in possession of all

the Hypothecated Property. B '

The Hypothecated Property is situated in the Pfovinde of Quebec, except for the property, if any, described in
Section 9.4. . : -

None of the Hypothecated Property is destined to be used in more than one jurisdiction, including more than one

. Province of Canada or State of the United States of America, except for such property, if any, as is described with

the applicable jurisdictions set forth in Section 9.5.

The domicile of the Customer (its head office if the Customer is a legal person or its domicile, if the Customer is a
natural person) is situated at the address indicated in Section 9.6. '

If this hypothec is on a universality of property or a movable represented by a bill of lading, the Customer is

carrying on an enterprise.

None of the Hypothecated Property is incorporated in an immovable property; and none of the Hypothecated
Property is permanently physically attached or joined to an immovable property, except for Hypothecated Property -
which has not lost its individuality and which is used for the operation of the Customer's enterprise or the pursuitof
the Customer's activities. _ :

If the Customer is a natural person, the Customer dperates On¢ OT More enterprises and the Hypothecated Property
is property of such enterprise or enterprises. : ' '

If the Customier is a natural person, the date of birth of the Customer is that set forth in Section 9.7.

4. COVENANTS

The Customer agrees with the Bank as follows:

4.1

4.2

The Customer will notify the Bank in writing without delay of any change in its name, its domicile or in the -
contents or accuracy of the representations made in Section 3.

The Customer shall pay when due all duties, levies, taxes, charges and licence and other fees it may owe at any
time under any fiscal law as well as those relating to the Hypothecated Property and any claim which may rank
prior to or pari passu with the hypothec constituted by this Agreement. The Customer shall submit to the Bank on
request receipts or other evidence establishing such payment; and the Customer shall deliver to the Bank within 10
days after the end of each month, or as otherwise agreed in writing between the Bank and the Customer, a

- certificate as to amounts owing by the Customer at the end of such month under any fiscal law.

Prod. 2250150 — Form LF 503 (Que) (2/00) _ Page2 of 11
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4.3

4.4

4.5

4.6

47

48

4.9

4.10

4.11

4.12

laws and regulations applicable to the carrying on of its enterprise and to its ownership, possession and iise of the
Hypothecated Property, including laws and regulations in respect of the environment, ' '

The Customer will maintain such books and accounting records as a prudent administrator would maintain in
relation to its enterprise and to the Hypothecated Property and it will permit the Bank to examine them and obtain
copies of them,

The Customer shall not sell, assign or lease the Hypothecated Property, without the Bank's prior written consent.
Nomithstanding the foregoing, the Customer may, for so long as it is not in default hereunder, sell or lease its
inventory in the ordinary course of the carrying on of its enterprise. ' :

Except with thée prior written consent of the Bank, the Customer will not change the use, destination or nature of
the Hypothecated Property, nor the place where the ypothecated Property is located; nor will it permit the
Hypothecated Property to be incorporated in an immovable property or to be permanently physically attached or
joined to an immovable property, unless such Hypothecated Property does not lose its individuality and unless such

Hypothecated Proper_ty: is and will continue to be used for the operation of the _Custo_mer‘s enterprise or the pursuit

The Customer will furnish to the Bank any information which the Bank may reasonably request in respect of the
Custom_er's‘operation{; or t];e Hypothecated Property or to verify if the Customq isin compli‘ance with ifs covenants

Initials



4.13

4.14

415

aéquittances and discharges in connection therewith and any appraisal or valuation fee and the costs of a copy of
these presents, of all applications for registration and related documents.

The Customer will forthwith reimburse to the Bark, all extrajudicial fees and disbursements which the Bank may
pay or for the payment of which it may become liable, in seeking to obtain the fulfilment of any obligations or
undertakings of the Customer under this Agreement or to exercise its rights or preserve, protect or render opposable
its interests the whole up to an amount not exceeding 20% of the amount of the hypothec specified in Section 9.2.

: Except as otherwise provided hereunder, all fees, costs and expenses incurred by the Bank and reimbursable by the

Customer under this Agreement, shall bear interest from the date the costs, fees or expenses are incurred by the
Bank at an annual rate equal to the Priine Rate of the Bank in effect from time to time, plus 3% per annum. All

The Customer will duly perform and comply with all its obligations to the Bank, whether under this Agreement or
any other agreement, instrument or other document. . '

5. CERTAIN RIGHTS AND RESPONSIBILITIES OF THE BANK

3.1

5.2

53

54

55

56

3.7

FProd. 2250150 — Form LF 503 {Que) (2/00) Page 4 of [1 .

- The Bank may from time to time, at the expénse of the Customer, inspect the Hypothecated Property or proceed to

the evaluation of the Hypothecated Property. For this purpose, the Customer will permit the Bank access to the
locations where the Hypothecated Property may be found, as well as to the Dlaces of business of the Customer, and

the Customer will permit the Bank to examine the accounting records and documents relating to the Hypothecated
Property. ' , _ SR

In the event the Customer fails to observe or perform any of its obligations or undertakings under this A greement,
the Bank may, but shall not be obliged to, perform the same and any fees, costs or expenses incurred in so deing |
shall be forthwith due and payable by the Customer to the Bank, with interest as provided in Section 4.14, and shall
form part of the Secured Obligations. :

. ) i
If the Hypothecated Property includes Securities, the Bank may, but shall not be obliged to, cause the Bank, orits
nominee, to be registered as holder of such Securities and exercise all rights in respect of such Securities, ineluding -
any right to vote, any right of conversion or any right of redemption, '

If the Customer has surrendered the Hypothecated Property to the Bank or its agent or if the Bank or its agent has
possession of the Hypothecated Property, neither the Bank nor its agent shall have any obligation to continue the
use, operation or exploitation of the Hypothecated Property or to contimue the use for which it is ordinarily destined
or to exercise the rights pertaining to the Hypothecated Property or to make it productive; and the Customeragrees

The Customer hereby irrevocably constitutes the Bank or any manager or other officer of the Bank, its agent, with

the power of substitution, in order to perform any act and sign any document, including any transfer or
endorsement of Securities, necessary or useful to the exercise of the rights conferred on the Bank pursuant to thig

Agreement,

received by the Bank in the exercise of its rights arising under or pursuant to this Agreement or by law

eld by the Bank as Hypothecated Property, or may be applied by the Bank to the payment of the Secured
Obligations, whether or not then exigible. The Bank may impute and apply such sums towards payment of any part
or parts of the Secured Obligations as the Bank in its sole discretion shall decide, and may change any imputation’

All sums
y be hy

or application as it sees fit.

Initials



5.8

59

5.10

not constitute a renunciation of the exercise thereafter of such right or a renunciation of any other provision or of
any other default. The Bank may exercise the rights arising from this Agreement without having exercised its
rights against any other person lable for the payment of the Secured Obligations, or any of them, and without
having realized any other security securing the Secured Obligations. .

The Bank is only required to exercise reasonable prudence and diligence in the exercise of its rights or the
fulfilment of its obligations and, in any event, the Bank is only responsible for its intentional or gross fault. The
Customer shall indemnify the Bank for any losses or expenses incurred by the Bank, or damages claimed against
the Bank, for which the Bank is not so responsible. .

The Bank may delegate to any other person, or be represented by any other person in, the exercise of its rights or
the fulfilment of its obligations resulting from this Agreement; the Bank may furnish to such person any
information which the Bank may have concerning the Customer or the Hypothecated Property.

The rights conferred on the Bank in virtue of this Section 5 may be exercised by the Bank either before or after a
default by the Customer under the terms of this Agreement. '

PROVISIONS APPLICABLE IF THE HYPOTHECATED PROPERTY INCLU'DES A CLAIM OR CLAIMS

6.1

If the Hypothecated Property includes a claim or claims, whether present or future, then in addition to the other
provisions of this Agreement, the following provisions shall apply in respect of such claims:

(a) The Bank shall have the right to collect (i) the capital falling due of, and any revenues of, any such claim -
which is or represents the indemnity payable under any insurance policy in respect of loss or damage to the
Hypothecated Property and.(if) the capital or revenues of any claim described or of the nature specified i
Section 9.9. :

(b) The Bank authorizes the Customer to collect when due the capital falling due of, and any revenues of, any

other claim until the Bank shall have given the Customer a notice withdrawing such authorization, whereupon
the Bank shall immediately have the right to collect all such capital and revenues. This notice of withdrawal
may be given at any time, cither before or after a default under this A greement, and may be given from time to

time in respect of all or any part or parts of the claims.

"(¢) Upon notice by the Bank to the Customer, which may be given either before or afier a default under this

Agreement or before or after the notice of withdrawal referred to in Section 6.1 (b), the Bank may require the
Customer to immediately remit to the Bank all or a specified part of capital and revenues of claims received by
the Customer or to deposit the same in one or more designated bank accounts or otherwise to hold, deal with or
deliver such capital and revenues, all on such terms and conditions as the Bank may specify in suchénotice.

(d) The Bank shall have no obligation to exercise any rights in respect of any claims nor to enforce or to see to
payment of the same, whether by legal action or otherwise. ‘The Bank may give acquittances for any sums it
collects and may, but shall not be obligated to, realize any of the claims, grant extensions, grant releases, accept
compositions, renounce and gencrally deal with the claims, and any guarantees or security therefor, and take
any action to preserve, protect or secure such claims, at such times and in such manner as it decms advisable at
its sole discretion, without notice to or the consent of the Customer, and without incurring any liability therefor
and without any obligation to render any account in respect thereof or in respect of moneys collected, other
than to remit to the Customer any amounts collected over and above the Secured Obligations. :

(&) Any amounts collected by the Customer or by the Bank or deposited in a designated bank account shall form
part of the Hypothecated Property and be subject to the hypothec hereof. The Bank may apply any amounts .
received by it towards payment of all or part of the Secured Obligations, even if not yet exigible, including any
fees, costs or other expenses incurred by the Bank and secured hereunder and may impute and apply such -
amounts towards payment of any part or parts of the Secured Obligations as the Bank at its sole discrefion shall
decide, and may change any imputation or application as it sees fit. : '

(f) The Customer waives any obligation the Bank may have to inform the Customer of any irregularity in the
- payment of any sums exigible on any claims or rights.

Prod. 2250150 — Form LF 503 (Que) (2/00) PageSof11 :
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(g) The Customer shall deliver to the Bank within 10 days after the end of each month, or as otherwise agreed in
writing between the Bank and the Customer, a detailed list of all claims owing to the Customer at the end of
each such month including the name and address of the debtor of ¢ach claim, the amount due, the aging of the
account and any security held by the Customer for any claim. -

- (h) The Customer shall from time to time on request of the Bank deliver to the Bank, or permit the Bank of its
officers or agents access to its premises for the purpose of examining and making copies of, all books and
accounts, letters, invoices, papers, agreements, negotiable instruments, documents of title, hypothecs and other
documents in any way evidencing or relating to all or any of the claims forming part of the Hypothecated
Property and shall otherwise assist the Bank and furnish the Bank with all information which ay assist the
Bank in the collection thereof, .

(1) Ifthis Agreement constitutes a hypothec on a universality of claims, the hypothec on the claims extends also to |
any claim under any insurance contract on the other property of the Customer. '

() The Customer represents that none of the claims which now exist is itself secured by a hypothec or gnaranteed
by a third party in favour of the Customer, except for those, if any, described in Section 9.10, and the
Customer undertakes to notify the Bank immediately of any claim, present or future, which hereafier is or
becomes secured by a hypothec or guaranteed by a third party in favour of the Customer and to delivér to the
Bank the agreements or other documents now or hereafter constituting or evidencing the same.

7. DEFAULTS AND RECOURSES _
7.1 The Customer will be in default under this Agreement in each of the foIIowing cases:

(a) if any of the Secured Obligations is not paid when due; or

(b) if any of the representations made in Section 3 or in any other declaration or certificate by the Custorner
delivered to the Bank is untrue or incorrect in a material respect; or

(¢) ifthe Customer does not perform or observe any of its covenants or undertakings contained in this Agreémcnt
. or any obligation of the Customer required by law; or ‘ -

(d) if the Customer is in default under any other agreement, undertaking or evidence of indebtedness in favour of
the Bank, including any agreement, undertaking or evidence of indebtedness referred to in Section 1 or Section
9.1, or under any other hypothec or security interest affecting the Hypothecated Property; or :

(¢) if the Customer ceases to carry on its enterprise, or gives a notice of intention to make a proposal to or makes a
"proposal to its creditors or makes an assignment for the benefit of its creditors, or becomes insolvent or _
bankrupt or if any action is commenced or notice given with a view to rendering or declaring the Customer
insolvent or bankrupt; or o e

(f) if any action is taken or notice given by or against the Customer with a view to the winding up, liguidation,
reorganization or relief or protection from creditors of the Customer including under the Bankruptcy and
Insolvency Act (Canada) or the Companies’ Creditors Arrangement Act (Canada); or the Customer
amalgamates with any other person; or

(g) ifany creditor of the Customer comumences any action or gives any notice with a view to exercising any rights
~ or remedies on or with respect to the Hypothecated Property, including by way of seizure, prior notice, notice
of crystallization, taking possession or otherwise, or if a sequestrator is appointed; or

(k) if any guarantor of the Secured Obligations, or any part thereof, dies or gives notice to the Bank of termination -
of a guarantee, or if a default occurs under any other hypothec in favour of the Bank securing all or any part of
the Secured Obligations.

7.2 - Without limiting the Bank's right to demand payment or to exercise any other right it may have under any other -
agreement or instrument, if the Customer is fn default, any obligation the Bank may have to grant further credit or
make further advances to the Customer shall terminate and/or all the obligations of the Customer to the Bank which
are not then due shall thereupon be and become forthwith due and payable, in each case if the Bank so elects and

Prod. 2250150 — Form LF 503 (Que) {2/00) Page6of 11
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7.3

7.4

without any notice or demand by the Bank. If the Customer is in default, the Bank may also exercise any and all of
the rights and recourses it may have hereunder or by law and it may enforce and realize its hypothec, including the
exercise of the hypothecary rights in virtue of the Civil Code of Quebec. If the Bank gives the Customer a prior
notice of its intention to exercise a hypothecary right the Customer shall, and shall cause any other person in
possession of Hypothecated Property to, immediately voluntarily surrender it to the Bank.

In order to enforce and realize its hypothec, the Bank may use, at the Customer's expense, the premises where the

‘Hypothecated Property is located, as well as the other property of the Customer. If the Hypothecated Property

includes inventory, the Bank may complete the manufacture of such inventory and do any other thing necessary or
useful to bring them to sale. - :

The Customer agrees that with respect to any sale by the Bank of any of the Hypothecated Property in the exercise
of its rights, it will be commercially reasonable to sell such Hypothecated Property: _

(2) together or separately;

(b) by auction or by call for tenders by advertising such sale or call for tenders once in 2 local daily newspaper at

least seven (7) days prior to such sale or close of call for tenders; and

- {c) bysale by agreement after receipt by the Bank of at least two (2) offers from prospective purchasers, who may

include persons related to or affiliated with the Customer or other customers of the Bank,

Any such sale may be on such terms as to credit or otherwise and as fo upset price or reserve bid or price as the
Barik at its sole discretion may deem advantageous, and the Customer agrees that the price received at any such

sale shall constitute a commercially reasonable price. -

The foregoing shall not preclude the Bank from agreeing to or making any sale in any other manner not prohibited
by law nor shall it be interpreted to mean that only a sale made in conformity with the foregoing is commercially
reasonable or that only the price received at a sale made in- conformity with the foregoing shall constitute a
commercially reasonable price.

" 8. GENERAL PROVISIONS

The hypothec constituted by this Agreement is in addition to and not in substitution for any other hypothec or

8.1
security interest held by the Bank.

82 This hypothec constitutes continuing security which shall continue in effect notwithstanding any payment from -
time to time in whole or in part of the Secured Obligations and shall subsist until cancelled by the Bank,
notwithstanding the extinction of the Secured Obligations. This hypothec may, by agreement between the Bank
and the Customer from time to time, secure obligations in addition to or in substitution of the Secured Obligations:

8.3 In each of the cases set forth in Section 7.1 the Customer shall be in default by the mere lapse of time, without any
notice putting the Customer in default being required. :

84  When used in this Agreement: . ‘

(a) The expression "Hypothecated Property” shall mean all or any part of the Hypothecated Property. ;
Prod. 2250150 — Form LF 503 (Que) {2/00) Page 7 of 11 _ .
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85

8.6

8.7

88
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(b} The expression "Customer" shall include the Customer, its successors and assigns, including any person
resulting from the amalgamation of the Customer with any other person, and, in the case of a natural person,
shall include its successors, executors, liquidators, heirs and Iegal representatives; this clause shall not givethe
Customer the right to assign any of its rights or obligations hereunder to, or to amalgamate with, any other
person except as otherwise expressly permitted by this Agreement. ' .

(c) The expression "Bank" shall include the Bémk, and its successors and assigns, including any person resulting
from the amalgamation of the Bank with any other person. . .

(d) The expression "Agreement” shall iﬁclude this Agreement, as it may hereafter be amended, supplemented,
modified, renewed, replaced or restated from time to time. ' '

(€) References to a Section shall refer to Sections in this Agreement.

(f) The expression "Securities” shall include shares in the capital stock of a legal person; bdnds, debentures, bills
of exchange, promissory notes, negotiable instruments and other evidence of indebtedness; options or rights in

respect of the foregoing; and any other instrament or title generally called or included as a security. The -

expression “Securities” shall mean any or all Securities.
(g) The expression "iJropert}f' shall include property, titles and rights.
If several persons arc designated as "Customer”, each of them is solidarily responsible for the obligations of the
Customer set forth in this Agreement; each Customer is responsible both individually and together with each other
Customer for all the obligations of the Customer to the Bank. : .

The rights conferred on the Bank by this Agreement shall inure to the benefit of each successor of the Ba:ﬁk. The
Bank shall have the right to assign all or any part of the Secured Obligations to any other person. and this

-Agreement shall inure to the benefit of any such assignee in respect of all, or such part, of the Secured Obligations

. which ha_ve been so0 assigned.

. All notices, demands and other communications to the Customer may be given to it at its address set forth in

Section 9.11 or at any other address which the Customer notifies the Bank in writing. Such notices, demands and
communications shall be sufficiently given if delivered personally or by messenger or sent by ordinary mail or
telecopier to the Customer at such address and shall be considered received by the Customer, (i) if delivered

personally or by messenger, when delivered, (ii) if sent by mail, four (4) working days after mailing and (iff) if sent -

by telecopier, when sent. The Customer hereby elects domicile at such address for the purposes of receiving
notices, demands or other communications and for the service of legal proceedings. If the Bank is unable to locate
the Customer at such address, the giving of any notice, demand or other communication or the service of any legal
proceeding may be made at the office of the prothonotary of the Superior Court in the district in which the last
address of the Customer referred to in the first sentence of this Section is located, at which office in such event the
Customer also elects domicile for purposes of giving any notice, demand or other communication or the service of
any legal proceeding. . o

If this hypothec is given to secure an obligation or obligations of a persbn other than the Customer (such other
person being called the "Borrower" in this Section), the Customer hereby

(2) waives the benefit ‘of discussion and the benefit of division and agrees that the Bank shall not be obliged to

exhaust its recourses against the Borrower or the Customer or any other person or against any other security or
securities it may hold before enforcing or realizing on or otherwise dealing with the Hypothecated Property in
such manner as the Baok considers desirable; : 3 o

(b) agrees that the Bank may grant time, renewals, extensions, indulgences, releascs and discharges to, may take
security from and release any security, may abstain from taking security or publishing or perfecting security,
make accept compositions from, may otherwise change the terms of the obligations or any security or
guarantees therefor and may otherwise deal with the Borrower and any other persons and any securities as the
Bank sees fit, without in any manner affecting or reducing the hypothec hereof; and

(c) agrees that all obligations of the Borrower to the Customer or any of them, if more than one, are hereby
postponed to the obligations of the Borrower to the Bank and all moneys received thereon by the Customer or
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8.9

8.10

8.11

8.12
813

anj( of them, if more than one, shall be received on behalf of the Bank and shall be immediatcly paid over to
the Bank. ' '

The Secured Obligations described in Section 9.1 are governed by one or more separate agreements with the Bank
which determine, among other things, the amount of credit available to the Customer from the Bank and the interest
rate or interest rates and other fees or charges which the Customer is required to pay on credit obtained under such
agreement(s). The amount of the hypothec and rate of interest referred to in Section 2.1 and specified in-Section
9.2 is the amount with the rate of inferest-for which the Hypothecated Property is hypothecated. The Bank is
entitled to interest on credit made available under the said separate agreements at the rate or rates determined under
the separate agreement applicable to the credit and not at the rate specified in Section 9.2, unless such rate is
identical to the rate determined under the separate agreement applicable to the credit. The amount of credit which
the Customer is entitled to obtain from the Bank is determined by the applicable separate agreement and not by the
amount of the hypothec specified in Section 9.2 of this Agreement. :

The Customer shall sign, acknowledge or deliver all such further instruments and shall do such other things as the
Bank may reasonably require to give effect to or to confirm or protect the hypothec hereby constituted, including
necessary inscriptions for the registration, renewal, carrying over or conservation of the hypothec and notices to
third parties. B . :

If any clause in this Agreement, or part thereof, is null or otherwise unenforceable, without effect, or deemed
unwritten, the remaining provisions shall continue in full force and effect.

This Agreement is governed by and construed in accordance with the laws of the Province of Quebec.

The parties hereby confirm their express wish that this Agreement and all documents, agreements or' notices
directly or indirectly related hereto be drawn up in the English language. Les parties reconnaissent leur volonté
expresse que le présent contrat ainsi que tous les documents, conventions ou avis s'y rattachant directement ou
indirectement soient rédigés en langue anglaise.

. ‘ _This Agreement continues at Section 9, entitled «Information Referred to above in this Agreement».
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| This is a continuation of the movable hypothec - universality Bank of Montreal form LF 503 (Que).
- oo .;_9. INFORMATION REFERRED TO ABOVE IN THIS AGREEMENT

9.1 In addition to the obligations described in Section 1. 1, this hypothec is granted to secure all obligations, present and
future, direct or indirect, absolute or contingent, matured or not, whether incurred alone or with any other person:

fr - (2) of the Customer towards the Bank under or pursuant to a term sheet dated as of March 8, 2004, and all
F renewals, extensions, replacements, supplements or amendments thereto, or substitutions therefor or
restatements thereof} . '

{b) of to the Bank under or pursuant to : .
and all renewals, extensions, replacements, supplements or amendments thereto, or substitutions therefor
or restatements thereof: and .

{c) all other such obligations, present and future, of the Customer to the Bank.
92 Theamount of the hypothec and the rate of interest referred to in Section 2.1: -
 thirty-five million dollars ($35,000,000) with interest at the rate of twenty-five percent (25%) per annum.

9.3 Prior cIaiIﬁs, hypothecs, security interests and other rights, referred to in Section 3.1:
N/A.

9.4 Hypothecated Property situated outside the Province of Quebec and jurisdiction [city and province or state] where -
- itis sitnated, referred to in Section 3.2: : ' '
_Ontario, British Columbia, Alberta, Saskatchewan, Manitoba, New Brunswick, Nova Scotia, Prince Edward
Island, Newfoundland, Yukon, Northwest Territories and Nunavit

R * X Hypothecated Property destined to be used in more than one Jurisdiction and the applicable jurisdiction, referred to
e in Section 3.3: ‘ '
‘ _motor vehicles

9.6  Domicile of the Customer, referred to in Section 3.4: _
2150 Dunwin Drive
Unit 1 :
Mississauga, Ontario

9.7  Date of birth of a Customer who is a natural person, refetred to in Section 3.8:
N/A : ‘

0.8 The Prime Rate on the date of this Agreement, referred to in Section 4.14, is 3.350% per annuyn.
9.9 - Claims which the Bank shall have the right to collect referred to in Section 6.1(a):
: N/A .

9.10  Claims secured by a hypothec or guaranteed by a third party in favour of the Cuétomer, referred to in Section 6.1(j).
[Describe claim, name of grantor of hypothec or of guarantor, date of hypothec or guarantee, nature of hypothec
and registration numbers with respect to the hypothec, if any}:

N/A
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9.11 - Address of the Customer for notices, referred to in Section 8.7:
See 9.6 above

Signed at Toronto this Zﬂf’&y of April, 2004.

Witnesses: Customer: BODKIN FINANCIAL CORP( BATION
) @%&tﬁy

By:

Accepted and agreed
BANK OF MONTREAL

< BY Mﬁ%ﬁ% .

Doc#336276v2
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SECURITY AGREEMENT RE: LEASED VEHICLES
THIS AGREEMENT MADE as of this 3" day of May, 2004.

BETWEEN: |
BODKIN FINANCIAL CORPORATION,
the "Lessor”
- and. -

BANK QF MONTREAL,

' ‘the "Bank” | : : "
WHEREAS:
i) the Lessoris a lessor of automobiles, light trucks and other vehicles (collectively,

"Vehicles") and in the ordinary course of its business from time to time, leases
vehicles to its customers ("Lessees"); : :

if) the Lessor has requested the Bank to lend money on the security of Vehicles
- which are fo become the subject of leases to Lessees, and :

_iii) the L.essor has agreed to give the Bank security interest in such Vehicles, in the.

leases between the Lessor and Lessees, in the lease proceeds.and in the
proceeds of disposition of such Vehicles: _

NOW THEREFORE the Lessor hereby enters into this Security Agreement with the
Bank for valuable consideration. - : o

1. The Lessor may from time to time request a loan from the Bank by an executed
“Lessor’s Proceeds Request” (a "Proceeds Request") in the form set out in
Appendix A hereto. If the request is accepted by the Bank, the Bank wilt provide
to the Lessor, the requested loan to enable the Lessor to purchase or pay for the
Vehicie or Vehicles described therein (all such Vehicles described in all such
Proceeds Requests being hereinafter called "Financed Vehicles").

2. As security for the repayment of all loans made by the Bank fo the Lessor and all
other present and future indebtedness and liability of the Lessor to the Bank and
interest thereon, the Lessor hereby grants, bargains, assigns, transfers, sets
over, mortgages and charges to the Bank, as and by way of a fixed and specific
mortgage and charge, and grants to the Bank a continuing security interest in the
following collateral:
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(@)

(b)

all Financed Vehicles currently or hereafter owned or acquired by
the Lessor; and '

all leases of Financed Vehicles and all rights, benefits and
proceeds of any nature arising out of any Financed Vehicle or any
lease of a Financed Vehicle inciuding, without limiting the generality
of the foregoing, all lease payments and insurance proceeds
receivable in respect of any Financed Vehicle.

'The parties hereto intend that the said security interest shall attach to each
Financed Vehicle upon the advance of funds fo the Lessor by the Bank in -
accordance with the Proceeds Request. : ,

3. The Lessor represents, warrants and agrees as follows:

(a)

(b)

(c)

(d)

(e)

()

Doc#330768v2

Except for leases permitted hereunder and the securily interests - |
granted herein, the Lessor; '

0 will_immediately use the loan made by the Bank pursuant to
- a Proceeds Request to acquire a good, free and clear title to
the Financed Vehicle described therein, and §

(i}  will keep all Financed Vehicles free from any lien, mortgage,
charge,d' pledge, security interest or other encumbrance of
any kind.

Title to the F.inanced Vehicles shall at all times be registefed in the
name of the Lessor; - : ,

“The Lessor shall not lease or otherwise dispose of any or ail of the

Financed Vehicles without the consent of the Bank provided that
the Lessor may lease a Financed Vehicle pursuant to a lease
attached to a Proceeds Request:

Each lease permitted hereundef shall be in the Lessor's form as
appended to the Proceeds Request; '

The Lessor shall observe and perform its obligations under eéch
lease and shall not amend, terminate or waive compliance with an
provision of any lease without the Bank's written consent; '

The execution and delivery of the Security Agreement does not
breach any other agreement to which the Lessor is a party or by
which it is bound and does not effect the acceleration of any
obligation of the Lessor:;
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(h)

)

(k)

(0

(m)

(n)

The Lessor shall upon request, promptly furnish the Bank in writing
}Nith all information requested with respect to all or any of the
eases;

Subject to the rights of a Lessee under a lease, the Bank may from
time to time inspect all or any Financed Vehicles, wherever located;

‘The Lessor shall keep its books and records in good order and its
accounts in accordance with generally accepted accounting
principles and permit the Bank inspection of such books and
records as may relate to the Financed Vehicles at all reasonable
times; ‘ :

The Lessor shall furnish copies of its audited financial statemerits to

the Bank within 120 days of the end of its fiscal year;

E

The Lessor shall furnish the Bank with:

(i) copies of its 6urrent monthly operating statements by the

30th day following month end, signed by the Lessor’s officer
attesting to the correctness of the said statements, and

ii) a éopy of the monthly aged, lease receivables listing;

The Bank may conduct independent collateral examinations in its
discretion, of the books and records of the Lessor which relate to
the Financed Vehicles and at such time or times, the Lessor will _
provide the Bank with an aged list of lease receivables. The Lessor
shall afford the Bank such reasonable access to its books and
records as may be required so as to permit the Bank fo conduct
Euch examinations, such examinations shall be at no cost to the
eSSOr;

The Lessor will obtain and maintain proper insurance coverage with
respect to each Financed Vehicle held in inventory for lease or
resale and will maintain a back-up insurance policy to cover
instances where a Lessee's insurance coverage has lapsed. Such
insurance coverage to be in accordance with the Bank's minimum
requirements as laid down from time to time. .

The Lessor hereby warrants and agrees that:

(i) all laws relating to each lease and to the leasing of the
Financed Vehicles shall be complied with,

(ii} each lease will represent a genuine transaction and will be



enforceable in accordance with its terms against each
Lessee,

(i)  the Financed Vehicles shall be delivered to and accepted by
: the Lessee named in the lease relating thereto,

(iv). each Lease will correctly and fully describe the Financed
Vehicles leased thereunder and the obligations and name of
the Lessee, and

(v)  the Lessor will register a financing statement under the
Personal Property Security Act in respect of each lease
which contains an option to purchase the Financed Vehicle
or in respect of which such an option exists, such financing
P statement to be registered within 10 days of the date of
S execution of the lease. ,

(o) The Léssor shall keep and shall require each Lessee to keep the
~Financed Vehicles in a state of good repair. ' ..

{p)  The Lessorshall cause each Lessee to obtain and maintain proper
insurance coverage with respect to each Financed Vehicle. Such
insurance coverage to be in accordance with the Bank's minimum
requirements as laid down from time to time.

4. Allamounts now or hereafter advanced by the Bank to the Lessor will be
repayable by the Lessor to the Bank at any time in the Bank's discretion.

S 5. ' Subject to the right of the Bank to demand payment at any prior time in its
b discretion, the Lessor may arrange to pay any loan described in any Proceeds
: Request in instalments to be payable in the amounts and at the times set out in
the Proceeds Request. In such case, the Lessor agrees that in respect of the
prepayment of any principal amount owing pursuant to any instrument securing
an advance, the Lessor will pay to the Bank a prepayment premium equal to 3 %
of the amount prepaid, unless:

(a) the related lease is terminated by mutual consent of the Lessor and
the Lessee,

(b)  the amount prepaid is equal to an amount prepaid by the Lessee to
the Lessor to fully prepay the related lease,

(c) the Financed Vehicle is destroyed or in the opinion of the Bank is
rendered unsulitable for further leasing,

(d) the Financed Vehicle has been used in daily rental service for at
least twelve months, or ‘ .
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{e)  the prepayment is made pursuant to the Lessee's default.

The Lessor acknowledges that the Bank will rely upon specified instalment
payments-in arranging its own internal financing arrangements and that the
foregoing prepayment provisions are reasonabie,

6. Subject to the right of the Bank to demand payment at any prior time in its ,
discretion, the amount advanced by the Bank pursuant to a Proceeds Request
- shall immediately become due and payable if, without the Bank's written consent:

(i} any lease attached to such Proceeds Requests expires, is
- cancelled, is rescinded or otherwise terminates,

(i)  any Financed Vehicle referred to in such Proceeds Request is
materially damaged, sold, exchanged or otherwise disposed of,

o L (iiiy  the rights or other obligations of a Lessee under any lease attached
Y : to such Proceeds Request are assigned to or assumed by any -
bt other person,

‘ (iv)  theinsurance coverage or any part thereof required by the Bank or
A ) under any of the leases attached to such Proceeds Request are
cancelled, lapse or otherwise terminate, or

(v)  alessee breaches any other covenant of a lease attached to such
Proceeds Reqpest. ' : '

7. Each of the following events or conditions shall, for the purposes of this Security
Agreement, be a default- _

L - (&)  ifthe Lessor fails to pay the Bank any amount owing to the Bank
g hereunder or under any Proceeds Request;

{b)  if the Lessor fails to perform or observe any condition, covenant,
agreement, undertaking or other provision contained either in this
Security Agreement or in any other agreement now or hereafter
existing between it and the Bank;

(¢)  ifa petition or application therefore is made or filed by or against
the Lessor under any bankruptcy or insolvency legislation or the
Lessor makes an assignment for the benefit of its creditors or a

legisiation or becomes insolvent;

(d) if winding up, liquidation, dissolution or receivership proceedings
_ are commenced by, against or with respect to the Lessor or all’or
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any of its property, or if a resolution is passed for the Lessor's
winding up, liquidation or dissolution;

(e) if areceiver, receiver/manager, custodian or other person with
similar powers is appointed in respect of the Lessor or all or any of
its property or if an execution or similar process is filed, registered
levied or enforced against all or any-of its property in which a
security interest has been given hereby, or if all of a substantial part
of the Lessor's property or if all or any of the Financed Vehicles or
security interests given pursuant to the Agreement are seized or
taken possession of under any judicial process or pursuant to any
encumbrance or by a landlord or otherwise; .

(f if any of the representations or warranties set 6ut in paragraph 3
hereof is faise, or X )

(g)  if the Lessor shall default in the due observance or performance of
any covenant, undertaking or agreement heretofore or hereafter
given fo the Bank, whether contained herein or not.

8. Without prejudice to the Bank's rights and remedies, following any default
hereunder, all unpaid amounts shall become immediately due and be payable
without notice or demand and the Bank shall have all rights and remedies of a

. secured party under the Personal Property Security Act. In addition, and
notwithstanding, any of the provisions of the Personal Property Security Act, it is
~agreed that in the event of any default: '

{a)  subject to the rights or any Lessée under a lease, the Bank may
without liability for rent or other charges or costs or damages, take
possession of any Financed Vehicle in any lawful manner,

(b)  in connection with taking or keeping possession or moving,
assembling, packing, disposing of, shipping or otherwise dealing
with all or any of the Financed Vehicles, the Bank may, without
fiability for rent, other charges or costs or damages, use and fully
enjoy all or any of the Financed Vehicles and may, for the purposes
set out herein, enter the Lessor's lands and premises,

(c}) the Bank may, after giving any notice required by applicable law,
sell, lease, exchange or otherwise dispose of all or any of the
Financed Vehicles or any of the other collaterat in which a security .
interest has been given hereby, :

(d)  the Bank may, after giving any notice required by applicable law
- and either in its own name or that of the Lessor, collect, obtain
payment of, sue or otherwise deal with all or any of the proceeds in
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any lawful manner,

(e)  the proceeds of any disposition or dealing under subsections ¢) and
d) of this paragraph 8 shall be applied firstly to the expenses of
taking and keeping possession of, repairing, processing, insuring, ‘
storing, preparing for disposition, disposing of, coliecting, obtaining
payment of, suing or otherwise dealing with all or any of the
collateral in which a security interest has been given hereby,
including legal expenses on a solicitor and his client basis, and
secondly, to any part or parts of the indebtedness to the Bank; any
part of such indebtedness unpaid after such application shall
continue to be immediately due and payable,

{j] the Bank may grant extensions of time and other indulgences, take
and give.up security, accept compositions, grant releases and
discharges and otherwise deal with proceeds, sureties and debtors-
of the Lessor (including Lessees) and others and with any liens,
and the Financed Vehicles as the Bank thinks necessary or
advisable without affecting the Lessor's liability with respect to the

indebtedness or the effe_ctiveness of this Agreement,

(g) - the Bank may appoint by instrument in writing, a receiver or
receivers of the collateral in which a security interest is granted
hereby or any part thereof and such receiver or receivers may be
any person or persons, whether an officer or officers or employees
of the Bank or not, and the Bank may remove any receiverso
appointed and appoint another; or may apply by proceedings in any
Court of competent jurisdiction for the appointment of a receiver for -

- the sale of any such collateral. Any such receiver so appointed -
shall have power to take possession of such collateral or any part
thereof and to borrow money required for its maintenance, '
preservation or protection, and to sell, lease or otherwise dispose of

- the whole or any part of the collateral on such terms and conditions
and in such manner as such receiver shall determine. In exercising
any powers, any such receiver shall act as agent for the Lessor and
the Bank shall not be responsible for his actions. '

9. The Lessor shall give further assurances and do, execute and perform all such
acts, deeds, documents and things and obtain all permits, licenses and approvals
as may be necessary to enable the Bank to have the full benefit of all rights and
remedies herein specified. : : :

10. . (a)

(b)
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The security interests created hereby shall be in addition to and not in
substitution for any other lien, charge or encumbrance now or hereafter
held by the Bank. )

This Security Agreement shali be 'b'inding upon and inure to the benefit of



11.

12.

13.

14,

the parties hereto and their respective heirs, successors-and assigns and
shall be governed by and interpreted in accordance with the laws of the
Province of Ontario.

()  The Lessor agrees that the Bank shall not have nor assume any
obligations under a lease and the Lessor shali perform and continue to
perform jts obligations pursuant to each lease. :

Nothing herein shall obiigate the Bank to make any advance or loan or further
advance or loan or extend any time for payment of any indebtedness of the
Lessor to the Bank. _

" Notices under this agreement shali be in Writing and may be left at the address

indicated below of such party or sent by registered mail to such party at such
address or shall be served personally upon any employee, officer or.director of -
shuch party and shall be conclusively considered to have been and received on
the earliest of:

(i) the leaving of such notice at such addres_é.

(i)  the 5th business day of the Bank following the deposit of such
notice by prepaid registered post, and ,

(iit)  such personal service:

“Address for the Bank: ' -
, _ Ontario Automotive Financial Services
Centre
155 Rexdale Boulevard 4" Floor
Rexdale, Ontario :
Mow 578 :

Address for the Lessor: 2150 Dunwin Drive, Unit 1
Mississauga, Ontario
L5L 1C7

Attention: Chief Operating Officer and
Chief Financial Officer

The Bank may waive any default by the Lessor under this Security Agreement;
provided that no such waiver by the Bank shall extend to or affect any
subsequent default or the rights of the Bank resulting therefrom.

Any provision hereof contrary to applicable law shall be amended to be permitted
by applicable law and if such amendment is not possible, such provisions shall
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15.

16.

17.

be ineffective only to the extent of such prohlbltlon and shall not invalidate the
remalnlng provisions hereof.

All rights and remedies herein are cumulative and not altematlve and if more
than one person executes this Security Agreement as Lessor, the obllgatlons of
such persons to the Bank hereunder shall be both joint and several. :

in construing this Security Agreement, words in the singular shall include the
plural and vice versa and words importing the masculine shall include the
feminine and neuter and vice versa and words importing persons shall mclude
corporations and partnerships.

The Lessor acknowledges receipt of an executed copy of this Security
Agreement .

IN WITNESS WHEREOF the pames have executed this Security Agreement -

LESSOR: BODKIN FINANCIAL CORPORATION

BANK OF MONTREAL

Per:
Name: Zv/- A'f Ty
Title: Afezwrron soere0 manacea

JRHIBOM-PREC.\SPEC-SEC.AGR

o197
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AMENDMENT AND ACKNOWLEDGMENT AGREEMENT

AMONG:  Bank of Montreal ("BMO") -

AND: - -Bodkin Financial Corporation (“Financial”)

WHEREAS BMO and Financial entered into a Term Sheet dated March 8, 2004 (the-
“Original Term Sheet’) and pursuant to the Original Term Sheet BMO and Financial
entered .into, among other agreements, an Operating Loan Agreement, a FirstBank
Fixed Rate Lending Agreement and an Undertaking, each dated as of May 3, 2004
(collectively, the “Loan Documents”),

- AND WHEREAS Financial delivered certain security documents in favour of BMO, each
dated as of May 3, 2004, including, without limitation, a general security agreement, a

.movable hypothec and a Security Agreement re Leased Vehicles, as security for any _
and all obligations of Financial to BMO, including obligations pursuant to the Original
Term-Sheet and the Loan Docurments (collectively, the “Security”).

 AND WHEREAS BMO énd Financ_iial entered into an amended and restated Term
- Bheet dated September 13, 2005 (the “Amended Term Sheet”).

- AND WHEREAS pursuant to articles of amalgamation effective DXtimber |5
2005, Financlal and 551520 Ontario Limited amalgamated (the ‘Amalgamation”) o
form Bodkin Financial Corporatiqn (the “Amalgamated Corporation™).

AND WHEREAS the Amalgamated Corporation wishes to acknowledge and confirm the
indebtedness owing by it o BMO, as the corporation conitinuing from the Amalgamation,
and the continuing effect of all outstanding security documentation including, but not
limited to, the Security, notwithstanding the Amalgamation. : o

| _ﬂow THEREFORE this agreement witnesses that for good and valuabie consideration
(the receipt and sufficiency of which are hereby acknowledged), the Amalgamated

- - Corporation acknowledges and agrees as follows:

1. The Amalgamated Corporation hereby acknowledges, confirms and agrees
that all of the indebtedness, liabilities and obligations of Financial to BMO
Incurred prior to.the Amalgamation, whether direct, indirect or contingent
and howsoever and wheresoever incurred, including without limitation, the
indebtedness, liabilities and obligations pursuant to the Original Term
Sheet, the Amended Term Sheet, the Loan Documents and the Security,
are the indebtedness, liabilities and obligations of the Amalgamated
Corporation, as the corporation continuing from the Amalgamation. For.

" purposes of greater certainty, the Amalgamated Corporation covenants and
agrees that it shall be bound by, observe, perform and fulfii each and every
- covenant, proviso, obligation, term and condition by which Financial is
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bound (including .pursuant to the Amended Term Sheet, the Loan
Documents and the Security) and undertakes and agrees to faithfully .
perform and discharge each and every obligation and liabllity of Financial

 {including pursuant to the Amended Term Sheet, the Loan Documents and

the Security), all as though the Amalgamated Corporation had been
originally bound by each such obligation and liability in the place of

Financial.

Each of the Amalgamated Corporation-and BMO hereby agree that each of
the Loan Documents and the Security is hereby amended by deleting any
reference to the Original Term Sheet and substituting therefore the Amended
Term Sheet, as the same may be amended, restated, varied or aitered from
time fo time. ‘ : :

The Amalgamated Corporation hereby undertakes and agrees that it will not, .
without the prior written consent of BMO, declare or pay any dividends on the
Class B Preferred shares issued in the capital of the Amalgamated
Corporation nor will it redeem or retract such shares. : -

The Amalgamated Corporation hereby confirms that (i) all fiens and security
interests granted to BMO by Financial and 551520 Ontario Limited shall

continue notwithstanding the -Amalgamation (including pursuant to the .
Security) and (ii) such liens and security interests shall attach to all of the

undertaking, property, assets and rights of the Amalgamated Corporation

Each of the Amended Teim Sheet, the Loan'DOCU'rhents and.the Security

"constitutes a legal, valid and binding obligation of. the Amalgamated

~ Corporation, enforceable against the Amalgamated Corporation in

accordance with its terms.

DATED as of the 97" day of _ Decriniogs , 2005,

. BODKIN FINANCIAL CORPORATION,
a company formed by the amalgamation
of Bodkin Financial Corporation and
551520 Ontario

Docti449340v1a

| have authority to bind the Corporation.
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Per:

Name: =~ W."H. §72 :
Title: A\LIONSHIP MANAGER

Per:
Name:
Title:

I/We have authority to bind the bank.






THIS IS EXHIBIT “E” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3*°
DAY OF OCTOBER, 2011

A

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS
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&. Bankof Montreal Ontario Personal Property
Security Act Security Agreement

SECURITY AGREEMENT

The undersigned (hereinafter called the “Debtor™) hereby enters into this Security Agreement with
Bank of Monfreal (hereinafter called the “Bank”) for valuable consideration and as security for the
repayment of all present and future indebtedness of the Debor to the Bank and interest thereon and for
the payment and discharge of all other present and future liabilities and obligations, direct or indirect,
absolute or contingent, of the Debtor to the Bank (all such indebtedhess, interest, liabilities and obligations
being hereinafter collectively called the “Obligations”). This Security Agreement is entered into pursuant to
and is governed by the Personal Property Security Act (Ontario) insofar as it affects personal property
located in Ontario.

1. The Debtor hereby represents and warrants fo the Bank that it has assets at the following
locations: ' ' '

Please see Schedule A attached hereto,

2, The Debtor hereby
(a) mortgages and charges fo the Bank as and by way of a fixed and specific mortgage and
charge, and grants to the Bank a security interest in, all its present and future equipment and
any proceeds therefrom, including, without limiting the generality of the foregoing, all fixtures, -
plant, machinery, tools and furniture now or hereafter owned or acqguired or in respect of
which the Debtor has rights now or in the future and any equipment specifically listed or
otherwise described in any Schedule hereto; . ]

(b) mortgages and charges to the Bank, and grants to the Bank a security interest in, all its .
present and future inventory and any proceeds therefrom, including, without fimiting the -
generality of the foregoing, all raw materials, goods in process, finished goods and packaging
‘material and goods acquired or held for sale or furnished or to be furnished under contracts
of rental or service; ' '

{c) assigns, transfers and sets over to the Bank and grants to the Bank a security interest in, all
its present and future intangibles and any proceeds therefrom, including, without limiting the
. generality of the foregoing, all its present and future accounts, accounts receivable, contract
rights and other choses in action of every kind or nature now due or hereafter fo becomie due,
including insurance rights arising from or out of the assets referred to in sub-clauses (a) and

(b) above; .

(d)' grants, mortgages, charges, transfers and assigns to the Bank a security interest in, all its
- present and future chattel papers, documents of title, instruments, money and securities, and
any proceeds therefrom: and '

{e) charges in favour of the Bank as and by way of a floating charge its undertaking and all its
property and assets, real and personal, moveable or immoveable, of whaisoever nature and
Kind, both present and future (other than property and assets hereby validly assigned or
subjected to a specific morigage and charge and to the exceptions hereinafter contained).

For the purposes of this Security Agreement, the equipment, inventory, intangibles, undertaking
and all other property and assets of the Debtor referred fo in this clause 2 are hereinafier
sometimes collectively called the "Collateral”, Without limiting the generality of the description of
Collateral as set out in this clause 2, and for the greater certainty, the Collateral shall include all
present and future personal property of the Debtor of the type described in any scheduled
attached hereto. The Debtor agrees that it shall promptly advise the Bank in writing of any
acquisition of personal property which is not of the type herein described. The Debtor agrees to
execute and deliver from time to fime, at its own expense, amendments fo this Security
Agreement or additional security agreements, which may be reasonably required by the Bank to
ensure attachment of security interests in such personal property. -
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The Collateral is on the date hereof primarily situate or located at the location(s) set out in clause
1 hereof but may from time to time be located at other premises of the Debtor. The Collateral
may also be located at other places while in transit to and from such locations and premises; and
the Collateral may from time to time be situate or located at any other place when on lease or
- consigniment to any lessee or consignee from the Debtor.

It is hereby declared that the last day of any term of years reserved by any lease, verbal or
written, or any agreement therefor, now held or hereafter acquired by the Debtor, is hereby or
shall be excepted out of the mortgages, charges and security interests hereby created, but the
Debtor shall stand possessed of the reversion of one day remaining in the Debtor in respect of
any such term of years, for the fime being demised, as aforesaid upon trust to assign and dispose
of the same as any purchaser of such term of years shall direct. There shall also be excluded
from the security created by this' Security Agreement any property of the Debtor that constitutes
consumer goods for the personal use of the Debtor. ‘ '

The Debtor shall not without the prior written consent of the Bank sell or dispose of any of the
Collateral other than that described in sub-clause (b) of clause 2 above which may be sold only in
-the ordinary course of business and for the purpose of carrying on the same; and if the amounts
- of any of the intangibles referred to in sub-clause {c) of clause 2 above or any proceeds arising
from the Collateral described in sub-clauses (a) and (b) of clause 2 above shall be paid to the
Debtor, the Debtor shall receive the same as agent of the Bank and forthwith pay over the same
to the Bank. The Debtor shall not without the prior written consent of the Bank create any liens
upon or assign or transfer as security or pledge or hypothecate as security or create a security
interest in the Collateral except to the Bank. The Debtor agrees that the Bank may require any
account debtor to the Debtor to make payment to the Bank and the Bank may take control of any
proceeds referred to in sub-clauses (a), (b) and (c) of clause 2 hereof and may hold all amounts
received from any account debtors and any proceeds as cash collateral as part of the Collateral
and as security for the Obligation of the Debtor to the Bank. :

The Debfor shalt at all times do, execute, acknowledge and deliver or cause to be done, -
executed, acknowledged or delivered all and singular every such further acts, deeds, transfers, -
assignments, security agreements and assurances as the Bank may reascnably require for the
better granting, transferring, assigning, charging, setting over, assuring and confirming unto the
Bank the property and assets hereby mortgaged and charged or subjected to security interests or
intended so to be or which the Debtor may hereafter become bound to mortgage, charge,
transfer, assign or subject fo a security interest in favour of the Bank and for the better
accomplishing and effectuating of this Security Agreement.

The Debtor shall all times have and maintain insurance over the Collateral against risks of fire
(including so-called extended coverage), theft, and such other risks as the Bank may reasonably
require in writing, containing such terms, in such form, for such periods and written by such
companies as may be reasonably satisfaciory to the Bank. The Debtor shall duly and reasonably
pay all premiums and other sums payable for maintaining such insurance and shall cause the
insurance money thereunder to be payable to the Bank as its interest hereunder may appear and
shall, if required, furnish the Bank with certificates or other evidence satisfactory to the Bank of
compliance with the foregoing insurance provisions.

The Debtor shall at all times upon request by the Bank furnish the Bank with such information
concerning the Collateral and the Debtor’s affairs and business as the Bank may reasonably
request, including lists of inventory and equipment and lists of accounts and accounts receivable
showing the amounts owing upon each account and securities therefor and copies of all financial
statements, books and accounts, invoices, letters, papers and other documents in any way
evidencing or relating to the account.

The debtor shall be in default under this Security Agreement upon the occurrence of any one of
the following events:

(a} the Debtor shall default under any of the Obligations;
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(b) the Debtor shali default in the due observance or performance of any covenant, undertaking
or agreement heretofore or hereafter given to the Bank, whether contained herein or not and
including any covenant or undertaking set out in any Schedule to this Security Agreement:

{¢) an execution or any other process of any court shall become enforceable against the Debtor
or a distress or analogous process shall be levied upon the property of the Debtor or any part
thereof; . '

(d) the Debtor shall become insolvent or commit an act of bankruptcy, or make an assignment in
bankruptey or a bulk sale of its assets or a ‘bankruptey petition shall be filed or presented
against the Debtor and not be bona fide opposed by the Debfor;

(e) the Debtor shall cease to carry on business.

10. Upon any default under this Security Agreement, the Bank may declare any or all of the
Obligations to be immediately due and payable and may proceed to realize the security hereby
constituted and to enforce its rights by entry; or by the appointment by instrument in writing of a
receiver or receivers of the subject matter of such security or any part thereof and such receiver
or receivers may be any person or persons, whether an officer or officers or employee or
employees of the Bank or not, and the Bank may remove any receiver or receivers so
appointment and appoint another or others in his or their stead, or by proceedings in any court of
competent jurisdiction for the appointment of a receiver or receivers or for sale of the Collateral or-
any part thereof; or by any other action, suit, remedy or proceeding authorized or permitted
hereby or by law or by equity; and may file such proofs of claim and other documents as may be
necessary or advisable in order to have its claim lodged in any bankruptcy, winding-up or other
judicial proceedings relative to the Debtor. Any such receiver or receivers so appointed shaff .
have power to take possession of the Collateral or any part thereof and to carry on the business
of the Debtor, and to borrow maoney required for the maintenance, preservation or protection of -
the Collateral or any part thereof or the carrying on of the business of the Debtor, and to further
charge the Collateral in priority fo the security constituted by this Security Agreement as security

. for money so borrowad, and to sell, lease or otherwise dispose of the whole or any part of the
Collateral on such terms and conditions and in such manner as he shall determine. In exercising
any powers any such receiver or receivers shall act as agent or agents for the Debtor and the
Bank shall not be responsible for his or their actions,

JIn addition, the Bank may enter upon the abplicable premises and lease or sell the whole or
any part or parts of the Collateral. The Debtor agrees that considering the nature of that part of
the Collateral that Is not perishable it will be commercially reasonable to sell such part of the

" Collateral; '

(a) As awhole or in various lots:

{(b) By a public sale or call for tenders by advertising such sale once in a local daily
newspaper at least seven (7) days before such sale; and _

(c} By private sale after the receipt by the Bank of at least two offers from prospective
purchasers who may include persons related to or afffliated with the Debtor-or other
customers of the Bank.

Any such sale shall be on such terms and conditions as to credit or otherwise and as to
Upset or reserve bid or price as to the Bank in Its sole discretion may seem advantageous
and such sale may take place whether or not the Bank has taken possession of such
property and assets. '

No remedy for the realization of the security hereof or for the enforcement of the rights of
the Bank shall be exclusive of or dependent on any other such remedy, but any one or more
of such remedies may from time to time be exercised independently or in combination. The
term “receiver” as used in this Security Agreement includes a receiver and manager.

11. Any and all payments made in respect of the Obligations from time fo time and moneys realized
from any securities held therefor (including moneys realized on any enforcement of this Security
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Agreement) may be applied to such part or parts of the Obligations as the Bank may see ﬁt, and
the Bank shall at all times and from time to time have the right to change any appropriation as the
Bank may see fit. g

L : 12.  "The Debtor agrees to pay all reasonable expenses, including solicitor's fees and disbursements

e and the remuneration of any receiver appointed hereunder, incurred by the Bank in the
preparation, perfection and enforcement of this Security Agreement, including all expenses
incurred by the Bank and its agents to put into place and confirm the priority of any security
interest in this Security Agreement and the payment of such expenses shall be secured hereby.

13. The Bank may waive any default herein referred to; provided always that no act or omission by
the Bank in the premises ‘shall extend to or be taken in any manner whatsoever fo affect any
subsequent default or rights resulting therefrom.

14. The Debtor acknowledges that value has been given, that the Debtor has rights in the Collateral
and that the parties have not agreed to postpone the time for attachment of any security interest
in this Security Agreement.

15. The security hereof is in addition to and not in substitution for any other security now or hereafler
: held by the Bank and shall be general and continuing security notwithstanding that the
Obligations of the Debtor shall at any time or from time to time be fully satisfied or paid.

- 16, Nothing herein shall obligate the Bank to make any advance or loan or further advance or loan or
- : to renew any note or extend any time for payment or any indebtedness or liability of the Debtor to
s : the Bank. , - : -

17. This Secdrity Agreement shall enure to the benefit of and be binding upon the respective heirs,
executors, administrators, successors and assigns of the Debtor and the Bank.

18. This Security Agreement is a security agreement within the meaning of the Personal Property
Security Act (Ontario) and does not constitute an acknowledgement of any particular
indebtedness or fiability of the Debtor to the Bank.

19. In construing this Security Agreement, terms herein shall have the same meaning as defined in
L the Personal Property Security Act (Ontario), unless the context otherwise requires. The word
Lo ‘ “Debtor”, the personal pronoun “it” or “its” and any verb relating hereto 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 individuals, corporations -or
partnerships and, if more than one, shall apply and be binding upon each of them severally. The
term “successors™ shall include, without limiting its meaning, any corporation resulting from the
amalgamation of a corporation with another corporation and, where the Debtor is a partnership,
any new partnership resulting from the admission of new partners or any other change in the
Debtor, including, without limiting the generality of the foregoing, the death of any or all of the
partners.

Jasert date of IN WITNESS WHEREOF this Security Agreement has been executed by the Debtor as of the
execution 3" day of May, 2004. -

L BODKIN CAPITAL CORPORATION
" To be signed by Debtor; if

‘Debtor is a corporation ensure = = g

. =.Debtor is a corporation with a ¢ g -t ; - :

. corporate seal, affix Corporate

. i Seal; Debtor’s name shonld be
. typed ’
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SCHEDULE A
~ List of Locations where Assets Located

The assets of the Debtor which are the subject matter of leases in which the Debtor is the
Lessor are located in numerous locations throughout Canada. All other assets of the Debtor
and zll books and records in respect of the Debtor and the assets of the Debtor which are the
subject matter of leases in which the Debtor is the Lessor are located at the following

address: ‘

2150 Dunwin Drive, Unit.‘[
Mississauga, Ontario, L5L 1C7

Do #339672v1
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ko Bk of Morntreal ' Ontario Personal Property

Security Act Security Agreement

C Ty SECURITY AGREEMENT

The undersigned (hereinafter calied the “Debtor”) hereby enters into this Security Agreement with

Bank of Montreal (hereinafter called the “Bank”™) for valuable consideration and as security for the -
repayment of all present and future indebtedness of the Debtor to the Bank and Interest thereon and for
the payment and discharge of all other present and future liabilities and obligations, direct or indirect,
absolute or contingent, of the Debtor to the Bank (all such indebtedness, interest, liabilities and obligations
being hereinafter collectively called the “Obligations”). This Security Agreement is entered into pursuant to
and is governed by the Personal Property Security Act (Ontario) insofar as it affects personal property
located in Ontario.

1.

Cogall
.- wmiges and

i osset

cations, by

P aue i 2.

| Fesary
D wfach a
+ ¢ chedule, if
_i. lpmentisto
- sted

The Debtor hereby represents and warrants to the Bank that it has assets at the following
locations:

Please see Schedule A attached hereto.

The Debtor hereby

(@) morigages and charges o the Bank as and -by way of a fixed and specific mortgage and

charge, and grants to the Bank a security interest in, all its present and future equipment and
any proceeds therefrom, including, without limiting the generality of the foregoing, all fixtures,
plant, machinery, tools and furniture now or hereafter owned or acquired or in respect of
which the Debtor has rights now or in the future and any equipment specifically listed or
otherwise described in any Schedule hereto;

(b} mortgages and charges to the Bank, and grants to the Bank a security interest in, all its
present and fuiure inventory and any proceeds therefrom, including, without limiting the -
generality of the foregoing, all raw materials, goods in process, finished goods and packaging
material and goods acquired or held for sale or furnished or to be furnished under contracts
of rental or service; _

(c) assigns, transfers and sets over to the Bank and grants to the Bank a security interest in, all
its present and future intangibles and any proceeds therefrom, including, without limiting the
-generality of the foregoing, all its present and future accounts, accounts receivable, contract
rights and other choses in action of every kind or nature now due or hereafter to become due,

- including insurance rights arising from or out of the assets referred to in sub-clauses {a) and
{b) above; ’ :

(d) grants, mortgages, charges, transfers and assigns to the Bank a security interest in, all its
present and future chattel papers, documents of title, instruments, money and securities, and
any proceeds therefrom; and ‘

(e) charges in favour of the Bank as and by way of a floating charge its undertaking and all its-
property and assets, real and personal, moveable or immoveable, of whatsoever nature and
kind, both present and future (other than property and assets hereby validly assigned or
subjected fo a specific mortgage and charge and to the exceptions hereinafter contained).

For the purposes of this Security Agreement, the equipment, inventory, intangibles, undertaking
and all other property and assefs of the Debtor referred to in this clause 2 are hereinafter
sometimes collectively called the "Collateral”. Without limiting the generality of the description of
Coliateral as set out in this clause 2, and for the greater certainty, the Collateral shall include all
present and {future personal property of the Debtor of the type described in any scheduled
attached hereto. The Debtor agrees that it shall promptly advise the Bank in writing of any
acquisition of personal property which is not of the type herein described. The Debtor agrees to
execute and deliver from time to time, at its own expense, amendments to this Security
Agreement or additional security agreements, which may be reasonably required by the Bank to
ensure attachment of security interests in such personal property.
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The Collateral is on the date hereof primarily situate or located at the location(s) set out in clause
1 hereof but may from time to time be located at other premises of the Debtor. The Collateral

may also be located at other places while in transit to and from such locations and premises; and
the Collateral may from time to time be situate or located at any other place when on lease or

consignment to any lessee or consignee from the Debtor.

It is hereby declared that the last day of any term of years reserved by any lease, verbal or
written, or any agreement therefor, now held or hereafter acquired by the Debtor, is hereby or
shall be excepted out of the mortgages, charges and security interests hereby created, but the
Debtor shall stand possessed of the reversion of one day remaining in the Debtor in respect of
any such term of years, for the time being demised, as aforesaid upon trust to assign and dispose
of the same as any purchaser of such term of years shall direct. There shall also be excluded
from the security created by this Security Agreement any property of the Debtor that constitutes
consumer goods for the personal use of the Debtor, ' :

The Debtor shall not without the prior written consent of the Bank sell or dispose of any of the
Collateral other than that described in sub-clause {b) of clause 2 above which may be sald only in
the ordinary course of business and for the purpose of carrying on the same; and if the amounts
of any of the intangibles referred to in sub-clause (c) of clause 2 above or any proceeds arising
from the Collateral described in sub-clauses (a) and (b) of clause 2 above shall be paid to the
Debtor, the Debtor shall receive the same as agent of the Bank and forthwith pay over the same
to the Bank. The Debtor shall not without the prior written consent of the Bank create any liens
upon or assign or transfer as security or pledge or hypothecate as security or create a security
interest in the Collateral except to the Bank. The Debtor agrees that the Bank may require any
account debtor to the Debtor to make payment to the Bank and the Bank may take control of any
proceeds referred to in sub-clauses (a), (b) and (c) of clause 2 hereof and may hold all amounts
received from any account debtors and any proceeds as cash collateral as part of the Collateral
and as security for the Obligation of the Debtor to the Bank. :

- The Debtor shall at all times do, execute, acknowiedge and deliver or cause to be done,
executed, acknowledged or delivered all and singular every such further acts, deeds, transfers,
assignments, security agreements and assurances as the Bank may reasonably require for the
better granting, transferring, assigning, charging, setting over, assuring and confirming unto the
Bank the property and assets hereby mortgaged and charged or subjected to security interests or .

- intended so to be or which the Debtor may hereafter become bound to mortgage, charge,

transfer, assign or subject to a security interest in favour of the Bank and for the better

accomplishing and effectuating of this Security Agreement.

The Debtor shall all times have and maintain insurance over the Collateral against risks of fire
(including so-called extended coverage), theft, and such other risks as the Bank may reasonably
require in writing, containing such terms, in such form, for such periods and written by such
companies as may be reasonably satisfactory to the Bank. The Debtor shall duly and reasonably
pay all premiums and other sums payable for maintaining such insurance and shall cause the:
insurance money thereunder to be payable to the Bank as its interest hereunder may appear and
shall, if required, furnish the Bank with certificates or other evidence satisfactory to the Bank of
compliance with the foregoing insurance provisions. .

The Debtor shall at all times upon request by the Bank furnish the Bank with such information
concerning the Collateral and the Debtor's affairs and business as the Bank may reasonably
request, including lists of inventory and equipment and lists of accounts and accounts receivable
showing the amounts owing upon each account and securities therefor and copies of all financial
statements, books and accounts, invoices, lefters, papers and other documents in any way
evidencing or relating to the account. :

The debtor shall be in default under this Security Agreement upon the occurrence of any one of
the following events: ‘

(a) the Debtor shall default under any of the Obligationé;
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(b) the Debtor shall default in the due observance or performance of any covenant, undertaking
or agreement heretofore or hereafter given to the Bank, whether contained herein or not and
including any covenant or undertaking set out in any Schedule to this Security Agreement:

{c) an execution or any other process of any court shall become enforceable against the Debtor
or a distress or analogous process shall be levied upon the property of the Debtor or any part
thereof; : '

(d) the Debtor shall become insolvent or commit an act of bankruptcy, or make an assignment in
bankruptcy or a bulk sale of its assets or a bankruptey petition shall be filed or presented
against the Debtor and not be bona fide opposed by the Debtor;

(e) the Debtor shall cease to carry on business.

10. Upon any default under this Security Agreement, the Bank may declare any or all of the
Obligations to be immediately due and payable and may proceed {o realize the security hereby
constituted and to enforce its rights by entry; or by the appointment by instrument in writing of a
receiver or receivers of the subject matter of such security or any part thereof and such receiver
or receivers may be any person or persons, whether an officer or officers or employse or
employees of the Bank or not, and the Bank may remove any receiver or receivers so
-appointment and appoint another or others in his or their stead, or by proceedings in any court of
competent jurisdiction for the appointment of a receiver or receivers or for sale of the Collateral or
any part thereof, or by any other action, suit, remedy or proceeding authorized or permitted
hereby or by law or by equity; and may file such proofs of claim and other documents as may be
necessary or advisable in order to have its claim lodged in any bankruptcy, winding-up or other
judicial proceedings relative to the Debtor. Any such receiver or receivers so -appointed shafl
have power to take possession of the Collateral or any part thereof and to carry on the business
of the Debtor, and to borrow money required for the maintenance, preservation or protection of
the Collateral of any part thereof or the carrying on of the busiriess of the Debtor, and to further
charge the Collateral in priority to the security constituted by this Security Agreement as security
for money so borrowed; and to sell, lease or-otherwise dispose of the whole or any part of the

- Collateral on such terms and conditions and in such manner as he shall determine. - In exercising
any powers any such receiver or receivers shall act as agent or agents for the Debtor and the
Bank shall not be responsible for his or their actions.

In addition, the Bank may enter upon the applicable premises and lease or sell the whole or
any part or parts of the Collateral. - The Debtor agrees that considering the nature of that part of
the Collateral that is not perishable it will be commercially reasonable to sell such part of the
Collateral:

(a) Asawhole or in various lots:

(b) By a public sale or call for tenders by advertising such sale once in a local daily
newspaper at least seven (7) days before such sale; and

(c) By private sale after the receipt by the Bank of at least two offers from prospective
purchasers who may include persons related to or affiliated with the Debtor or other
customers of the Bank.

Any such sale shall be on such terms and conditions as to credit or otherwise and as to
upset or reserve bid or price as to the Bank in its sole discretion may seem advantageous
and such sale may take place whether or not the Bank has taken possession of such
property and assets.

No remedy for the realization of the security hereof or for the enforcement of the rights of
the Bank shall be exclusive of or dependent on any other such remedy, but any one or more
-of such remedies may from time to time be exercised independently or in combination. The
term “receiver” as used in this Security Agreement includes a receiver and manager.

11. Any and all payments made in respect of the Obligations from time to time and moneys realized
from any securities held therefor (including moneys realized on any enforcement of this Security
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Agréement) may be applied to such part or parts of the Obligations as the Bank may see fit, and
the Bank shall at all times and from time to time have the right to change any appropriation as the
Bank may see fit. :

“ The Debtor agrees to pay all reasonable expenses, including solicitor's fees and disbursements

and the remuneration of any receiver appointed hereunder, incurred by the Bank in the
preparation, perfection and enforcement of this Security Agreement, including all expenses
incurred by the Bank and its agents to put into place and confirm the priority of any security
interest in this Security Agreement and the payment of such expenses shall be secured hereby.

The Bank may waive any default herein referred to; provided always that no act or omission by
the Bank in the premises shall extend to or be taken in any manner whatsoever to affect any
subsequent default or rights resulting therefrom.

The Debtor acknowledges that value has been given, that the Debtor has rights in the Collateral
and that the parties have not agreed to postpone the time for attachment of any security interest
in this Security Agreement. :

The security hereof is in addition to and not in substitution for any other security now or hereafter

‘held by the Bank and shall be general and continuing security notwithstanding that the

Obligations of the Debtor shall at any time or from time to time be fully satisfied or paid.

Nothing herein shall obligate the Bank to make any advance or loan or further advance or loan or
to renew any note or extend any time for payment or any indebtedness or liability of the Debtor to

the Bank. _ _ _

This Security Agreement shall enure to the benefit of and be binding upon the respective heirs,
executors, administrators, successors and assigns of the Debtor and the Bank.

- This Security Agreement Is a security agreement within the meaning of the Personal Property’

Security Act (Ontario}) and does not constitute an acknowledgement of any particular
indebtedness or liability of the Debtor to the Bank. s

In construing this Security Agreement, terms hergin shall have the same meaning as defined in
the Personal Property Security Act (Ontario), unless the context otherwise requires. The word
“Debtor”, the personal pronoun “it” or “its” and any verb relating hereto 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 individuals, corporations or

* partnerships and, if more than one, shall apply and be binding upon each of them severally. The
term "successors” shall include, without limiting -its meaning, any corporation resulfing from the

amalgamation of a corporation with another corporation and, where the Debtor is a partnership,
any new partnership resulting from the admission of new pariners or any other change in the
Debtor, including, without limiting the generality of the foregoing, the death of any or all of the
partners. : ;

IN WITNESS WHEREOF this Security Agreement has been executed by the Debtor as of the
3™ day of May, 2004. '
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" SCHEDULE A
List of Locations where Assets Located

AR The assets of the Debtor which are the subject matter of leases in which the Debtor is the
Lessor are located in numerous locations throughout Canada. All other assets of the Debtor
and all books and records in respect of the Debtor and the assets of the Debior which are the
subject matter of leases in which the Debtor is the Lessor are located at the following
address:

2150 Dunwin Drive, Unit 1
Mississauga, Ontario, L5 1C7

Doc #339672v1
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& Bank of Montreal | Mol Hypothe

(Universality)

' 1. OBLIGATIONS SECURED

1.1

12

The hypothec in Section 2 of this Agreement is granted to secure all obligations, present and future, direct or
indirect, absolute or contingent, matured or not, whether incurred alone or with any other person, of the
undersigned (the "Customer") towards BANK OF MONTREAL (the "Bank") under or pursnant to this Agrecment
and all other obligations described in Section 9.1.

Al obligations secured by ﬂn‘s hypothec are herein called the "Secured Obligations", and such expression includes
interest, costs and damages. .

- 2. HYPOTHEC

2.1

22

For good and valuable consideration, the Customer hypothecates in favour of the Bank all present and future
property of the Customer, both corporeal and incorporeal, now owned or hereafter acquired by the Customer,-
including without limitation the following: :

(a) all present and future machinery and equipment of the Custormer, including, without limitation, -all tools,
implements, furniture and vehicles; , ' ok B

(b) all present and future inventory of the Customer including, without lmitation, all property in stock, movable
property in reserve, raw materials, goods in process, finished products, animals, wares, as well as any other
property held for sale, lease or processing in the manufacture or transformation of property intended for sale,
for lease, or for use in providing a service by the Custommer in the ordinary course of operation of its enterprise;

(¢} all present and future claims of the Customer including, without limitation, all customer accounts, accounts
receivable, rights of action, demands, judgments, contract rights, amounts on deposit, proceeds of sale,
assignment or lease of any property, rights or titles, and any indemnities payable under any contract of
insurance whether or not such insurance is on property forming part of the Hypothecated Propeity (as
hereinafter defined), the whole which are now due or which may become due to the Customer, together with all
Judgments and all other rights, benefits, guarantees and securities for the said ¢laims which are now or may -
hereafter exist in favour of the Customer, and together with all books and accounts, client lists, client records,
client files, titles, letters, invoices, papers and documents in any way evidencing or relating to all or any of the

claims;

(d) all present and future Securities (as defined in Section 8.4(f)), instruments, bills of lading, warehouse receipts,
documents or other evidences of title of the Customer;

() all present and future goodwill, trademarks, patents and patent rights, copyrights, inventions, other intangible
property, monies, agreements and rights under agreements of the Customer, and all its present and future
undertaking; and

(f) all client lists, client records, client files, titles, documents, records, receipts, invoices and accounts evidencing -
any of the aforesaid Hypothecated Property or relating thereto including, without limitation, computer disks,
~ tapes and related data processing media and rights of the Customer to retrieve same from third parties;

(all such present and future property being herein called the "Hypothecated Property™), for the amount specified in
Section 9.2, with interest from the date hereof at the rate per annum specified in Section 9.2, :

The following property; to the extent not already included in the description in Section 2.1 , 1s also covered by the
hypothec constituted by this Agreement: ’

(a) the proceeds of any sale, assignment, lease or other disposition of the property described in Section 2.1, any
claim resulting from such a sale, assignment, lease or other disposition, as well as any property acquired in
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' replacement thereof (it being understood that this clause shall not be interpreted as permitting the Customer to
- dispose of the Hypothecated Property in contravention of the provisions of this Agreement);

(b) any indemnity or proceeds of expropriation payable in respect of the Hypothecated Property;
(c) any rights attached to the Hypothecated Property, as well as the fruits and revenues thereof:

(d) if the property described in Section 2.1 includes Securities, all other Securities issued or received in
substitution, renewal, addition or replacement of Securities, or issned or received on the purchase, redemption,

* . conversion, cancellation or other transformation of Securities or issued or received by way of dividend or
otherwise to holders of Securities.

3. REPRESENTATIONS
The Customer represents to the Bank as follows:

31 The Customer is the sole owner of the Hypothecated Property which now exists and all the Hypothecated Property
is free and clear of all prior claims, hypothecs, security interests and other rights in favour of any other person,
except for those, if any, disclosed by the Customer to the Bank in Section 9.3; the Customer is in possession of all

the Hypothecated Property. -

32 The Hypothecated Property is situated in the Province of Quebec, except for the property, if any, described in
Section 9.4. -

3.3 None of the Hypothecated Property is destined to be used in inore than one jurisdiction, including more than one
Province of Canada or State of the United States of Aumerica, except for such property, if any, as is described with
the applicable jurisdictions set forth in Section 9.5.

34 The domicile of the Customer (its head office if the Customer isré'legal person or its domicile, if the Customer isa
natural person) is situated at the address indicated in Section 9.6. - ' . ‘

3.5 If this hypot]iec is on a universality of property or a movable represented by a bill of lading, thé Customer is
carrying on an enterprise. _ : .

3.6 None of the Hypothecated Property is incorporated in an immovable property; and none of the Hypothecated
Property is permanently physically attached or joined to an immovable property, except for Hypothecated Property
which has not lost its individuality and which is used for the operation of the Customer's enterprise or the pursuit of
the Customer's activities. - : '

3.7 Ifthe Customeris a natural person, the Customer operates one or more enterprises and the Hypothecated Property
is property of such enterprise or enterprises, A

3.8 If'the Customer is a natural person, the date of birth of the Customer is that set forth in Section 9.7,

ENEY

4, COVENANTS
The Customer agrees with the Bank as follows:

4.1 The Customer will notify the Bank in writing without delay of any change in its name, its domicile or in the
contents or accuracy of the representations made in Section 3. _

4.2 The Customer shall pay when due all duties, levies, taxes, charges and licence and other fees it may owe at any
time under any fiscal law as well as those relating to the Hypothecated Property and any claim which may rank
prior to or pari passu with the hypothec constituted by'this Agreement. The Customer shall submit to the Bankon -
request receipts or other evidence establishing such payment; and the Customer shall deliver to the Bank within 10
days after the end of each month, or as otherwise agreed in writing between the Bank and the Customer, a
certificate as to amounts owing by the Customer at the end of such month under any fiscal law.

Prod. 2250150 ~Form LF 503 (Que) (2/00) Page2 of 11 -



.43

4.4

4.5

46
47
48

4.9

410

4.11

412

Prod. 2250150 ~ Form LF 503 (Que) {2/00) Page3 of 11

The Customer shall, at its expense, insure the Hypothecated Property and shall keep the Hypothecated Property at
all times insured against all risks of loss or damage caused by theft or fire and against any other risk that is
customary to insure against or that a prudent administrator would msure against or that the Bank shall require, the
whole for the full insurable value of the Hypothecated Property, and on such terms and with responsible insurers as

~ are satisfactory to the Bank. Each policy of insurance shall provide that such insurance shall not be cancelled for

anty réason or allowed to lapse without 30 days prior written notice to the Bank. The Bank is hereby designated the
beneficiary of the indemnities payable in virtue of each policy of insurance (except as regards public liability) and
the Customer shall cause such designation to be mscribed on the policies. Ifrequested by the Bank, the Customer
shall assign to the Bank the policies or indemmities payable thereunder or ensure each policy contains a mortgage
clause satisfactory to the Bank. The Customer will deliver to the Bank on request evidence of payment of
premiurms and a copy of each policy and, at least 30 days prior to the expiry or termination of a policy, the
Customer shall deliver to the Bank a copy of its renewal or of its replacement. If the Customer fails to procure or
maintain any such insurance, the Bank shall have the right, but not the obligation, to effect such insurance in its
name or in the Customer’s name, and any premiums or other expenses paid or incurred by the Bank in so doing
shall forthwith be due and payable by the Customer to the Bank, with interest as provided in Section 4.14.

The Customer shall do all things, shall deliver to the Bank all documents and information and shall sign all
documents necessary in order that the hypothec constituted by this Agreement shall have full effect and shall
remain at all times opposable to third parties and in order that the Bank may fully exercise its rights hereunder.

The Customer shall protect, use and keep in good repair the Hypothecated Property and shall carry out its activities
in such manner as to preserve the value of the Hypothecated Property, and shall permit the Bank, its officers or-
agents access (o its premises to inspect or evaluate the same; the Customer shall comply with the requirements of
laws and regulations applicable to the carrying on of its enterprise and to its ownership, possession and-use of the

‘Hypothecated Property, including laws and regulations in respect of the environment,

The Customer will maintain such books and accounting records as a prudent administrator would maintain in
relation to its enterprise and to the Hypothecated Property and it will permit the Bank to examine them and obtain
copies of them, : .

The Customer shall not create or permit to exist any prior claim, hypothec, security interest or other right in favour
of a third party on or which may affect the Hypothecated Property, other than those which the Bank shall have
previously agreed to in writing. '

The Cuétomer shall not sell, assign or lease the Hypothecated Property, without the Bank's prior written consent.
Notwithstanding the foregoing, the Customer may, for so long as it is not in default hereunder, sell or lease its
inventory in the ordinary course of the carrying on of its enterprise.

Except with the prior written consent of the Bank, the Customer will not change the use, destination or nature of
the Hypothecated Property, nor the place where the Hypothecated Property is located; nor will it permit the
Hypothecated Property to be incorporated in an immovable property or to be permanently physically attached or
joined to an immovable property, unless such Hypothecated Property does not lose its individuality and unless such
Hypothecated Property is and will continue to be used for the operation of the Customer's enterprise or the pursuit
of the Customer's activities. If the Customer is a legal person, the Customer will maintain its corporate existence in
good standing and will not amalgamate with any other person, nor will it commence any proceedings with a view to
its liquidation, without the prior written consent of the Bank. ‘ ;

If the Hypothecated Property includes inventory, the Customer shall deliver to the Bank within 10 days after the
end of cach month, or as otherwise agreed in writing between the Bank and the Customer, 2 certificate of the value
of its inventory (calculated at the lesser of cost or market value) at the end of each such month.

The Customer will furnish to the Bank any information which the Bank may reasonably request in respect of the
Customer's operations or the Hypothecated Property or to verify if the Customer is in conapliance with its covenants
and obligations contained in this Agreement, including lists of equipment, copies of financial statements and other
documents. The Customer will immediately advise the Bank in writing of any fact or occurrence of such nature as
may adversely affect the value of the Hypothecated Property or the financial situation of the Customer or which -
constitutes, or with the giving of notice or lapse of time or both, would constitute a default under this Agreement.

The Customer will reimburse to the Bank, all fees and expenses, legal or otherwise, and costs of registration in
respect of this Agreement and in respect of all renewal titles, renewals of registration, notices of address,
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4.13

4.14

415

acquittances and discharges in connection therewith and any appraisal or valuation fee and the costs of a copy of
these presents, of all applications for registration and related documents. :

The Customer will forthwith reimburse to the Bank, all extrajudicial fees and disbursements which the Bank may
pay or for the payment of which it may become liable, in seeking to obtain the fulfilment of any obligations or
undertakings of the Customer under this Agreement or to exercise its rights or preserve, protect or render opposable
its interests the whole up to an amount not exceeding 20% of the amount of the hypothec specified in Section 9.2.

Except as otherwise provided hereunder, all fees, costs and expenses incurred by the Bank and reimbursable by the
Customer under this Agreement, shall bear interest from the date the costs, fees or expenses are incurred by the
Bank at an annual rate equal to the Prime Rate of the Bank in effect from time to time, plus 3% per annum, All
such costs, fees and expenses incurred or paid by the Bank, with interest thereon, shall form part of the Secured
Obligations. The Prime Rate of the Bank is the floating annual rate of interest established from time to time by the
Bank as the base rate it will use to determine the rate of interest payable to the Bank by borrowers from the Bank in
Canadian dollars in Canada and designated by the Bank as its Prime Rate. The Prime Rate on the date hereofis

that set forth in Section 9.8. - ' :

The Customer will duly perform and comply with all its obligations to the Bank, whether under this Agreément or
any other agreement, instrument or other document. : : ;

5. - CERTAIN RIGHTS AND RESPONSIBILITIES OF THE BANK

5.1

5.2

5.3

54

3.5

5.6

5.7

The Bank may from time to time, at the expense of the Customer, inspect the Hypothecated Property or proceed to
the evaluation of the Hypothecated Property. For this purpose, the Customer will permit the Bank access to the
locations where the Hypothecated Property may be found, as well as to the places of business of the Customer, and
the Customer will permit the Bank to examine the accounting records and documents relating to the Hypothecated

Property. . '

In the event the Customer fails to observe or perform any of its obligations or undertakings under this Agreement,
the Bank may, but shall not be obliged to, perform the same and any fees, costs or expenses incurred in so doing

~ shall be forthwith due and payable by the Customer to the Bank, with interest as provided in Section 4.14, and shall
- form part of the Secured Obligations. . ‘

If the Hypothecated Property includes Secuyrities, the Bank may, but shail not be obliged to, cause the Bank, or its
nominee, to be registered as holder of such Securities and exercise all rights in respect of such Securities, including
any right to vote, any right of conversion or any right of redemption. ‘

If the Customer has surrendered the Hypothecated Property to the Bank or its agent or if the Bank or its agent has
possession of the Hypothecated Property, neither the Bank nor its agent shall have any obligation to continue the
use, operation or exploitation of the Hypothecated Property or to continue the use for which it is ordinarily destined
or to exercise the rights pertaining to the Hypothecated Property or to make it productive; and the Customer agrees
that the Bank or its agent may do such acts and things, or refrain from doing such acts and things, as the Bank or its
agent, in its sole discretion, deems appropriate for the exercise of its rights and the realization and enforcement of

its hypothec.

The Customer hereby irrevocably constitutes the Bank or any manager or other officer of the Bank, its agent, with
the power of substitution, in order to perform any act and sign any document, including any transfer or
endorsement of Securities, necessary or useful to the exercise of the rights conferred on the Bank pursuant to this
Agreement. . o

All sums received by the Bank in the exercise of its rights arising under or pursuant to this Agreement or by law
may be held by the Bank as Hypothecated Property, or may be applied by the Bank to the payment of the Secured
Obligations, whether or not then exigible. The Bank may impute and apply such siims towards payment of any part
or parts of the Secured Obligations as the Bank in its sole discretion shall decide, and may change any imputation
or application as it sees fit.

The exercise by the Bank of any of its rights shall not prevent it from exercising any other rights it may have arising
from this Agreement or by law; the rights of the Bank are cumulative and not alternative. The Bank may waive any

- provision hereof or any default, however the non-exercise by the Bank of any of its rights or any such wajver shall
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not constitute a renunciation of the exercise thereafter of such right or a renunciation of any other provision or of
any other default. The Bank may exercise the rights arising from this Agreement without having exercised its
rights against any other person liable for the payment of the Secured Obligations, or any of them, and without
baving realized any other security securing the Secured Obligations.

- 5.8 The Bank is only required to exercise reasonable prudence and diligence in the exercise of its rights or the -
fulfitment of its obligations and, in any event, the Bank is only responsible for its intentional or gross fault. The
Customer shall indemnify the Bank for any losses or expenses incurred by the Bank, or damages claimed against
the Bank, for which the Bank is not so responsible. '

5.9 The Bank may delegate to any other person, or be represented by any other person in, the exercise of its rights or
the fulfilment of its obligations resulting from this Agrecment; the Bank may furnish to such person any
information which the Bank may have concerning the Customer or the Hypothecated Property.

5.10  Therights conferred on the Bank in virtue of this Section 5 may be exercised by the Bank either before or after a
default by the Customer under the terms of this Agreement. :

6. PROVISIONS APPLICABLE IF THE HYPOTHECATED PROPERTY INCLUDES A CLAIM OR CLAIMS

6.1 If the Hypothecated Property includes a claim or claims, whether present or future, then in addition to the other
provisions of this Agreement, the following provisions shall apply in respect of such claims: :

(a) The Bank shall have the right to collect (i) the capital falling-due of, and any revenues of, any such claim
which is or represents the indemnity payable under any insurance policy in respect of loss or damage to the
Hypothecated Property and (ii) the capital or revenues of any claim described or of the nature specified in
Section 9.9. : - . :

(b) The Bank authorizes the Customer to collect when due the capital falling due of, and any revenues of, any -
other claim until the Bank shall have given the Customer a notice withdrawing such authorization, whereupon
the Bank shall immediately have the right to collect all such capital and revenues. This notice of withdrawal
may be given at any time, either beforé or after a default under this Agreement, and may be given from time to
time in respect of all or any part or parts of the claims. '

(¢} Upon notice by the Bank to the Customer, which may be given either before or after a default under this-
Agreement or before or after the notice of withdrawal referred to in Section 6:1(b), the Bank may require the
Customer to immediately remit to the Bank all or a specified part of capital and revenues of claims received by
the Customer or to deposit the same in one or more designated bank accounts or otherwise to hold, deal with or
deliver such capital and revenues, all on such terms and conditions as the Bank may specify in such notice.

(d) The Bank shall have no obligation to exercise any rights in respect of any claims nor to enforce or to see to
payment of the same, whether by legal action or otherwise. The Bank may give acquittances for any sums it
collects and may, but shall not be obligated to, realize any of the claims, grant extensions, grant releases, accept
compositions, renounce and generally deal with the claims, and any guarantees or security therefor, and take
any action to preserve, protect or secure such claims, at such times and in such manner as it deems advisable at
its sole discretion, without notice to or the consent of the Customer, and without incurring any liability therefor
and without any obligation to render any account in respect thereof or in respect of moneys collected, other
than to remit to the Customer any amounts collected over and above the Secured Obligations.

(e) Any amounts collected by the Customer or by the Bank or deposited in a designated bank account shall form
- part of the Hypothecated Property and be subject to the hypothec hereof, The Bank may apply any amounts -
received by it towards payment of all or part of the Secured Obligations, even if not yet exigible, including any -
fees, costs or other expenses incurred by the Bank and secured hereunder and may impute and apply such
amounts towards payment of any part or parts of the Secured Obligations as the Bank at its sole discretion shall
decide, and may change any imputation or application as it sees fit. H

(f) The Customer waives any obligation the Bank may have to inform the Customer of any irregularity in the
payment of any sums exigible on any claims or rights.
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(g) The Customer shall deliver to the Bank within 10 days after the end of each month, or as otherwise agreed in
' writing between the Bank and the Customer, a detailed list of all claims owing to the Customer at the end of
P each such month including the name and address of the debtor of each claim, the amount due, the aging of the
P account and any security held by the Customer for any claim. :

- (h) The Customer shall from time to time on request of the Bank deliver to the Bank, or permit the Bank or its
officers or agents access to its premises for the purpose of examining and making copies of, all books and
accounts, letters, invoices, papers, agreements, negotiable instruments, documents of title, hypothecs and other
documents in any way evidencing or relating to all or any of the claims forming part of the Hypothecated.
Property and shall otherwise assist the Bank and furnish the Bank with all information which may assist the
Bank in the collection thereof.

(i) Ifthis Agreement constitutes a hypothec on a universality of claims, the hypothec on the claims extends alsoto
any claim under any insurance contract on the other property of the Customer.

) The Customer represents that none of the claims which now exist is itself secured by a hypothec or guaranteed
by a third party in favour of the Customer, except for those, if any, described in Section 9.10, and the
Customer undertakes to notify the Bank immediately of any claim, present or future, which hereafter is or

becomes secured by a hypothec or gnaranteed by a third party in favour of the Customer and to delivér to the
Bank the agreements or other documents now or hereafter constituting or evidencing the same. _

7. DEFAULTS AND RECOURSES
7.1 The Customer will be in defanlt under this Agreement in each of the following cases:

(a} if any of the Secured Obligations is not paid-when due; or

{b) if any of the repreécntations made in Scction 3 or in any other declaration or certificate by the Customer
delivered to the Bank is untrue or incorrect in a material respect; or

(¢) ifthe Customer doesnot perform or observe any of its covenants or undertakings contained in this Agreement.
or any obligation of the Customer required by law; or .

(d) ifthe Cﬁstomer is in default under any other agreement, undertaking or evidence of indebtedness in favour of
s the Bank, including any agreement, undertaking or evidence of indebtedness referred to in Section 1 or Section
! L 9.1, or under any other hypothec or security interest affecting the Hypothecated Property; or

(e) ifthe Customer ceases to carry on its enterprise, or gives a notice of intention to make a proposal to or makes a
proposal to its creditors or makes an assignment for the benefit of its creditors, or becomes insolvent or
bankrupt or if any action is commenced or notice given with a view to rendering or declaring the Customer
insolvent or bankrupt; or . 8 -

i

(D if any action is taken or notice given by or against the Customer with a view to the winding up, liquidation,
reorganization or relief or protection from creditors of the Customer including under the Bankruptcy and
Insolvency Act (Canada) or the Companies’ Creditors Arrangement Act (Canada); or the Customer
amalgamates with any other person; or :

(g) if any creditor of the Customer commences any action or gives any notice with a view to exercising any rights’
or remedies on or with respect to the Hypothecated Property, including by way of seizure, prior notice, notice
of crystallization, taking possession or otherwise, or if a sequestrator is appointed; or -

(h) if any guarantor of the Secured Obligations, or any part thereof, dies or gives notice to the Bank of termination
of a guarantee, or if'a default occurs under any other hypothec in favour of the Bank securing all or any part of
the Secured Obligations.

7.2 Without limiting the Bank's right to demand payment or to exercise any other right it may have under any other
agreement or instrument, if the Customer is in default, any obligation the Bank may have to grant further credit or
make further advances to the Customer shall terminate and/or all the obligations of the Customer to the Bank which
are not then due shall thereupon be and become forthwith due and payable, in each case if the Bank so elects and
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7.3

7.4

"'8. GENERAL PROVISIONS

without any notice or demand by the Bank. If the Customer is in default, the Bank may also exercise any and all of
the rights and recourses it may have hereunder or by law and it may enforce and realize its hypothec, including the
exercise of the hypothecary rights in virtue of the Civil Code of Quebec. If the Bank gives the Customer a prior
notice of its intention to exercise a hypothecary right the Customer shall, and shall cause any other person in
possession of Hypothecated Property to, immediately voluntarily surrender it to the Bank.

In order to enforce and realize its hypothec, the Bank may use, at the Customer's expense, the premises where the
Hypothecated Property is located, as well as the other property of the Customer. If the Hypothecated Property
includes inventory, the Bank may completc the manufacture of such inventory and do any other thing necessary or
usefu] to bring them fo sale. '

The Customer agrees that With'respect to any sale by the Bank of any of the Hypothecated Property in the exercise
of its rights, it will be commercially reasonable to sell such Hypothecated Property: _

(a) together or separately;

(b) by auction or by call for tenders by advertising such sale or call for tenders once in a local daily newspaper at
least seven (7} days prior to such sale or close of call for tenders; and :

(c) by sale by agreement afier receipt by the Bank of at least two (2) offers from prospective purchasers, who may
include persons related to or affiliated with the Customer or other customers of the Bank.

Any such sale may be on such terms as to credit or otherwise and as to upset price or reserve bid or price as the
Bank at its sole discretion may deem advantageous, and the Customer agrees that the price received at any such
sale shall constitute a commercially reasonable price. S -

The foregoing shall not preclude the Bank from agreeing to or making any sale in any other manner not prohibited
by law nor shall it be interpreted to mean that only a sale made in conformity with the foregoing is commercially
reasonable or that only the price received at a sale made in conformity with the foregoing shall constitute a

commercially reasonable price. -

i

8.1 The hypothec constituted by this Apreement is in addition to and not in substitution for any other hypothec or
security interest held by the Bank. . : : _

8.2 This hypothec constitutes continuing security which shall continue in effect notwithstandiﬁg any payment from
time to time in whole or in part of the Secured Obligations and shall subsist until cancelled by the Bank,
notwithstanding the extinction of the Secured Obligations. This hypothec may, by agreement between the Bank
and the Customer from time to time, secure obligations in addition to or in substitution of the Secure(_i Obligations.

8.3 In each of the cases set forth in Section 7.1 the Customer shall be in default by the mere lapse of time, without any

: notice putting the Customer in default being required. .

8.4 When used in this Agreement:

(2) The expression "Hypothecated Property” shall mean all or any part of the Hypothecated Property.
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(b) The expression "Customer" shall include the Customer, its successors and assigns, including any person
resulting from the amalgamation of the Custorner with any other person, and, in the case of a natural person,
shall include its successors, executors, liquidators, heirs and legal representatives; this clause shall not givethe
Customer the right to assign any of its rights or obligations hereunder to, or to amalgamate with, any other
person except as otherwise expressly permitted by this Agreement.

(c) The expression "Bank" shall include the Bank, and its successors and assigns, including any person resulting

from the amalgamation of the Bank with any other person.

(d) The expression "Agreement" shall include this Agreement, as it may hereafter be amended, supplemented,
modified, renewed, replaced or restated from time to time,

() References to a Section shall refer to Sections in this Agreement.

() The expression "Securities” shall include shares in the capital stock of a legal person; bonds, debentures, bills
of exchange, promissory notes, negotiable instruments and other evidence of mdebtedness; options or rightsin
respect of the foregoing; and any other instrument or title generally called or included as a security. The
expression "Securitics” shall mean any or all Securities. _ :

(2) The expression "property" shall include property, fitles and rights.

8.5 If several persons are designated as "Customer”, each of them is solidarily responsible for the obligations of the
Customer set forth in this Agreement; each Customer is responsible both individually and together with each other
Customer for all the obligations of the Customer to the Bank. : , .

8.6 - Therights conferred on the Bank by this Agreement shall inure to the benefit of each successor of the Bank. The
Bank shall have the right to assign all or any part of the Secured Obligations to any other person and this
Agreement shall inure to the benefit of any such assignee in respect of all, or such part, of the Secured Obligations
which have been so assigned. _

8.7 All nofices, demands and other communications to the Customer may be given to it at its address set forth in
Section 9.11 or at any other address which the Customer notifies the Bank in writing. Such notices, demands and
communications shall be sufficiently given if delivered personally or by messenger or sent by ordinary mail or
telecopier to the Custoiner at such address and shall be considered received by the Customer, (i) if delivered -
personally or by messenger, when delivered, (i) if sent by mail, four (4) working days after mailing and (iii) if sent

. by telecopier, when sent. The Customer hereby elects domicile at such address for the purposes of receiving -
. notices, demands or other communications and for the service of legal proceedings. If the Bank is unable to locate
the Customer at such address, the giving of any notice, demand or other communication or the service of any legal
proceeding may be made at the office of the prothonotary of the Superior Court in the district in which the last
address of the Custormer referred to in the first sentence of this Section is located, at which office in such event the
Customer also elects domicile for purposes of giving any notice, demand or other commumication or the sérvice of
any legal proceeding. . '

8.8 If this hypothec is given to secure an obligation or obligations of a person othér than the Customer (such other
person being called the "Borrower" in this Section), the Customer hereby o

(a) waives the benefit of discussion and the benefit of division and agrees that the Bank shall not be obliged to
exhaust its recourses against the Borrower or the Customer or any other person or against any other security or
securities it may hold before enforcing or realizing on or otherwise dealing with the Hypothecated Property in
such manner as the Bank considers desirable; _ . ’

(b) agrees that the Bank may grant time, renewals, extensions, indulgences, releases and discharges to, may take
security from and release any security, may abstain from taking security or publishing or perfecting security,
make accept compositions from, may otherwise change the terms of the obligations or any security or’
guarantees therefor and may otherwise deal with the Borrower and any other persons and any securities as the
Bank sees fit, without in any manner affecting or reducing the hypothec hereof: and

(c) agrees that all obligations of the Borrower to the Customer or any of them, if more than one, are hereby

postponed to the obligations of the Botrower to the Bank and all moneys received thereon by the Customer or
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any of them, if more than one, shall be recéivod on behalf of the Bank and shall be immediatély paid over to
the Bank.

i~ 8.9 _ The Secured Obligations described in Section 9.1 are governed by one or more separate agreements with the Bank
which determine, among other things, the amount of credit available to the Customer from the Bank and the interest
rate or interest rates and other fees or charges which the Customer is required to pay on credit obtained under such.
-agreement(s). The amount of the hypothec and rate of interest referred to in Section 2.1 and specified in Section
9.2 is the amount with the rate of interest for which the Hypothecated Property is hypothecated. The Bank is
entitled to interest on credit made available under the said separate agreements at the rate or rates determined under
the separate agrecment applicable to the credit and not at the rate specified in Section 9.2, unless such rate is
identical to the rate determined under the separate agreement applicable to the credit. The amount of credit which
the Customer is entitled to obtain from the Bank is determined by the applicable separate agreement and not bythe
amount of the hypothec specified in Section 9.2 of this Agreement.

8.10  The Customer shall sign, acknowledge or deliver all such further instruments and shall do such other thjngs asthe
Bank may reasonably require to give effect to or to confirm or protect the hypothec hereby constituted, including
necessary inscriptions for the regisiration, renewal, carrying over or conservation of the hypothec and notices to
third parties.

8.11 I any clause in this Agreement, or part thercof, is null or otherwise unenforceable, without effect, or deemed
unwritten, the remaining provisions shall continue in full force and effect. _

8.12  This Agreement is governed by and construed in accofdaz_lce with the laws of the Province of Quebec. _

8.13  The parties hereby confirm their express wish that this Agreement and all documents, agreements or notices

L g directly or indirectly related hereto be drawn up in the English language. Les parties reconnaissent leur volonté
‘expresse que le présent contrat ainsi que tous les documents, conventions ou avis §'y rattachant directement ou.
indirectement soient rédigés en langune anglaise,

- _,,,fThis Agreement continues at Section 9, entitled «Information Referred to above in this Agreement». -
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This is a confinuation of the movable hypothec - universality Bank of Montreal form LF 503 (Que).

9. INFORMATION REFERRED TO ABOVE IN THIS AGREEMENT

9.1

9.2

93

0.4

9.5

9.6

9.7

9.8
9.9

9.10

In addition to the obligations described in Section 1.1, this hypothec is granted to secure all obligations, present and
future, direct or indirect, absolute or contingent, matured or not, whether incurred alone or with any other person:

{a) of the Customer towards the Bank under or pursuant to a term sheet dated as of March 8, 2004, and all
renewals, extensions, replacements, supplements or amendments thereto, or substitutions therefor or
restatements thereof; :

(b)y of to the Bank under or pursuant to ,
and all renewals, extensions, replacements, supplements or amendments thereto, or substitutions therefor
or restatements thereof; and .

{c) all other such obligations, present and future, of the Customer to the Bank.

The amount of the hypothec and the rate of interest referred to in Section 2.1: _ : .
thirty-five million dollars ($35,000,000) with interest at the rate of twenty-five percent (25%) per annum. -

Prior claims, hypothecs, security interests and other rights, referred to in Section 3.1:
N/A ‘

Hypothecated Property situated outside the Province of Quebec.and jurisdiction [city and province or state] where
it is sitnated, referred to in Section 3.2: '

_Ontario, British Columbia, Alberta, Saskatchewan, Manitoba, New Brunswick, Nova Scotia, Prince Edward
Island, Newfoundland, Yukon, Northwest Territories and Nunavit

Hypothecated Property destined to be used in more than one jurisdiction and the applicable jurisdiction, referred to
in Section 3.3: : : ' :
_motor vehicles

Domicile of the Customer, referred to in Section 3.4:
2150 Dunwin Drive :

Unit 1

Mississauga, Ontario

Date of birth of a Customer who is a natural person, referred to in Section 3.8:

N/A ‘
The Prime Rate on the date of this Agreement, referred to in Section 4.14, is 3.35D % per annum.

Claims which the Bank shall have the right to collect referred to in Section 6.1{a).
N/A '

Claims secured by a hypothec or guaranteed by a third party in favour of the Customer, referred to in Section 6.1(3)-

[Describe claim, name of grantor of hypothec or of guarantor, date of hypothec or gnarantee, nature of hypothec

and registration numbers with respect to the hypothec, if anyJ: _
N/A '
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"9.11  Address of the Customer for notices, referred to in Section 8.7:
See 9.6 above

| N
Signed at Toronto this 20‘ day of April, 2004.

Witnesses:

Accepted and agreed
BANK OF MONTREAL

o Doc#339675
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Movable Hypothec
{(Universality)

1. OBLIGATIONS SECURED

1.1 The hypothec in Section 2 of this Agreement is granted to secure all obligations, present and future, direct or
indirect, absolute or contingent, matured or not, whether incurred alone or with any other person, of the
- undersigned (the "Customer") towards BANK OF MONTREAL (the "Bank") under or pursuant to this Agreement _

and all other obligations described in Section 9.1. :

1.2 All obligations secured by this hypothec are herein called the "Secuzed Obligétions", and such expression includes
interest, costs and damages. —

2. HYPOTHEC

21 For good and valuable consideration, the Customer hypothecates in favour of the Bank all present and future
- property of the Customer, both corporeal and incorporeal, now owned or hereafter acquired by the Customer,
inchuding without limitation the following:

(@) all present and future machinery and equipment of the Customer, inchiding, without limitation, all tools,
implements, furniture and vehicles; _ 3

(b) all present and future inventory of the Customer including, without limitation, all property in stock, movable -

property in reserve, raw materials, goods in process, finished products, animals, wares, as well as any other

property held for sale, lease or processing in the manufacture or transformation of property intended for sale,.

for lease, or for use in providing a service by the Customer in the ordinary course of operation of its enterprise;

(c) all present and future claims of the Customer including, without limitation, all customer accounts, accounts
- Teceivable, rights of action, demands, Jjudgments, contract rights, amounts on deposit, proceeds of sale,
assignment or lease of any property, rights or titles, and any indemnities payable under any.contract of
insurance whether or not such insurance is on property forming part of the Hypothecated Property (as
hereinafter defined), the whole which are now due or which may become dueto the Customer, together with all
judgments and all other rights, benefits, guarantees and securitics for the said claims which are NOW Or may
hereafter exist in favour of the Customer, and together with all books and accounts, client lists, client records,
client files, titles, letters, invoices, papers and documents in any way evidencing er relating to all or any of the
claimsg; '

(d) all present and future Securities (as defined in Section 8.4(1)), nstruments, bills of lading, warehouse receipts,
documents or other evidences of title of the Customer; '

(e) all present and future goodwill, trademarks, patents and patent rights, copyrights, inventions, other intangible
property, monies, agreements and rights under agreements of the Customer, and all its present and future
undertaking; and

(D all client lists, client records, client files, titles, documents, records, receipts, invoices and accounts evidencing
any of the aforesaid Hypothecated Property or relating thereto including, without limitation, computer disks,
tapes and related data processing media and rights of the Customer to retrieve same from third parties; -

(all such present and future property being herein called the "Hypothecated Property™), for the amount specifiedin
Section 9.2, with interest from the date hereof at the rate per annum specified in Section 9.2.

2.2 The fdllowing property, to the extent not already included in the description in Section 2.1, is also covered by the
hypothec constituted by this Agreement: : ‘

(2) the proceeds of any sale, assignment, lease or other disposition of the property described in Section 2.1, any
claim resulting from such a sale, assignment, lease or other disposition, as well as any property acquired in
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replacement thereof (it being understood that this clause shall not be interpreted as permitting the Customer fo
dispose of the Hypothecated Property in contravention of the provisions of this Agreement);

(b) any indemnity or proceeds of expropriation payable in respect of the Hypothecated Property;

(c) any rights attached to the Hypothecated Property, as well as the fruits and revenues thereof;

(d) if the property described in Section 2.1 includes Securities, all other Securities issued or received in
substitution, renewal, addition or replacement of Securities, or issued or received on the purchase, redemption,

conversion, cancellation or other transformation of Securitics or issued or received by way of dividend or
otherwise to holders of Securities.

3. REPRESENTATIONS _ '

The Customer represents to the Bank as follows:

3.1
32
33
3.4
35

3.6

3.7

38

The Customer is the sole owner of the Hypothecated Property which now exists and all the Hypothecated Property -
is free and clear of all prior claims, hypothecs, security interests and other rights in favour of any other person,
except for those, if any, disclosed by the Customer to the Bank in Section 9.3; the Customer is in possession of all
the Hypothecated Property. :

The Hypothecated Property is situated in the Province of Quebec, except for the property, if any, described in
Section 9.4. -

None of the Hypothecated Property is destined to be used in more than one jurisdiction, iricluding more than one
Province of Canada or State of the United States of America, except for such property, if any, as is described with
the applicable jurisdictions set forth in Section 9.5. o

The domicile of the Customer (its head office if the Customerisa legal person or its domicile, if the Customer is a
natural person) is situated at the address indicated in Section 9.6.

If this hypothec is on a universality of property or a movable represented by a bill of lading, the Customer is
carrying on an enterprise. :

None of the Hypothecated Property is incorporated in an immovable property; and none of the Hypothecated

Property is permanently physically attached or joined to an immovable property, except for Hypothecated Property
which has not lost its individuality and which is used for the operation of the Customer's enterprise or the pursuit of
the Customer's activities. o

If the Customer is a natural person, the Customer operates one or more enterprises and the Hypothecated Property -
is property of such enterprise or enterprises. :

If the Customer is a natural person, the date of birth of the Customer is that set forth in Section 9.7.

4. COVENANTS

The Customer agrees with the Bank as follows:

4.1

4.2

The Customer will notify the Bank in writing without delay of any change in its name, its domicile or in the.
contents or accuracy of the representations made in Section 3.

The Customer shall pay when due all duties, levies, taxes, charges and licence and other fees it may owe at any
time under any fiscal law as well as those relating to the Hypothecated Property and any claim which may rank
prior to or pari passu with the hypothec constituted by this Agreement. The Customer shall submit to the Bank on
request receipts or other evidence establishing such payment; and the Customer shall deliver to the Bank within 10
days after the end of each month, or as otherwise agreed in writing between the Bank and the Customer, a
certificate as to amounts owing by the Customer at the end of such month under any fiscal law.

4
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4.3

44

4.5

4.6
4.7
" 48

4.9

4,10

4.11

4.12
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The Customer shall, at its expense, insure the Hypothecated Property and shall kecp the Hypothecated Property at
all times insured against afl risks of loss or damage caused by theft or fire and against any other risk that is
customary to insure against or that a prudent administrator would insure against or that the Bank shall require; the
whole for the full insurable value of the Hypothecated Property, and on such terms and with responsible insurers as
are satisfactory to the Bank. Each policy of insurance shall provide that such insurance shall not be cancelled for
any reason or allowed to lapse without 30 days prior written notice to the Bank. The Bank is hereby designated the
beneficiary of the indemnities payable in virtue of each policy of insurance (except as regards public liability) and
the Customer shall canse such designation to be inscribed on the policies. If requested by the Bank, the Customer
shall assign to the Bank the policies or indemnities payable thereunder or ensure each policy contains a mortgage

- clause satisfactory to the Bank. The Customer will deliver to the Bank on request evidence of payment of

premiums and a copy of each policy and, at least 30 days prior to the expiry or termination of a policy, the
Customer shall deliver to the Bank a copy of its renewal or of its replacement. If the Customer fails to procure or
maintain any such insurance, the Bank shall have the right, but not the obligation, to effect such insurance in its
name or in the Customet's name, and any premiums or other expenses paid or incurred by the Bank in so doing
shall forthwith be due and payable by the Customer to the Bank, with interest as provided in Section 4.14.

The Customer shall do all things, shall deliver to the Bank all documents and information and shall sign all
documents necessary in order that the hypothec constituted by this Agreement shall have full effect and shall
remain at all times opposable to third parties and in order that the Bank may fully exercise its rights hereunder.

| The Customer shall protect, use and keep in good repair the Hypothecated Property and shall carry out its activities

in such manner as to preserve the value of the Hypothecated Property, and shall permit the Bank, its officers or
agents access to its premises to inspect or evaluate the same; the Customer shall comply with the requirements of

* laws and regulations applicable to the carrying on of its enterprise and to its ownership, possession and use of the

l:.
E

Hypothecated Property, including laws and regulations in respect of the environment.

The Customer will maintain such books and accbunting records as a prudent administrator would maiftain in

- relation to its enterprise and to the Hypothecated Property and it will permit the Bank to examine them and obtain

copies of them.

The Customer shall not create or permit to exist any prior claim, hypothec, security interest or other right in favour
of a third party on or which may affect the Hypothecated Property, other than those which the Bank shall have
previously agreed to in writing, : :

The Customer shall not sell, assign or lease the Hypothecated Property, without the Bank's prior written consent.

- Notwithstanding the foregoing, the Customer may, for so long as it is not in default hereunder, sell or lease its
~_ inventory in the ordinary course of the carrying on of its enterprise. .

Except with the prior writien consent of the Bank, the Customer will not change the use, destination or nature of
the Hypothecated Property, nor the place where the Hypothecated Property is located; nor will it permit the
Hypothecated Property to be incorporated in an immovable property or to be permanently physically attached or
joined to an immovable property, imless such Hypothecated Property does not lose its individuality and unless such
Hypothecated Property is and will continue to be used for the operation of the Customer's enterprise or the pursuit
of the Customer's activities. If the Customer is a legal person, the Customer will maintain its corporaté existence in
good standing and will not amalgamate with any other person, nor will it commence any proceedings with aview to
its liquidation, without the prior written consent of the Bank. :

If the Hypothecated Property includes inventory, the Customer shall deliver to the Bank within 10 days after the
end of cach month, or as otherwise agreed in writing between the Bank and the Customer, a certificate of the value
of its inventory (calculated at the lesser of cost or market value) at the end of each such month. ’ '

The Customer will furnish to the Bank any information which the Bank may reasonably request in respect of the

Customer's operations or the Hypothecated Property or to verify if the Customer is in compliance with its covenants
and obligations contained in this Agreement, including lists of equipment, copies of financial statements and other
docurments. The Customer will immediately advise the Bank in writing of any fact or occurrence of such nature as

may adversely affect the value of the Hypothecated Property or the financial situation of the Customer or which . .

constitutes, or with the giving of notice or lapse of time or both, would constitute a default under this Agreement.

The Customer will reimburse to the Bank, all fees and expenses, legal or otherwise, and costs of registration n
respect of this Agreement and in respect of all renewal titles, renewals of registration, notices of address,
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4.13

4.14

4.15

acquittances and'discharg'es in connection therewith and any appraisal or valuation fee and the costs of a copy of
these presents, of all applications for registration and related docurments.

The Customer will forthwith reimburse to the Bank, all extrajudicial fees and disbursements which the Bank may
pay or for the payment of which it may become liable, in seeling to obtain the fulfilment of any obligations or
undertakings of the Customer under this Agreement or to exercise its rights or preserve, protect or render opposable
its interests the whole up to an amount not exceeding 20% of the amount of the hypothec specified in Section 9.2.

Except as otherwise provided hereunder, all fees, costs and expenses incurred by the Bank and reimbursable by the
Customer under this Agreement, shall bear interest from the date the costs, fees or expenses are incurred by the
Bank at an annual rate equal to the Prime Rate of the Bank in effect from time to time, plus 3% per annum. All
such costs, fees and expenses incurred or paid by the Bank, with interest thereon, shall form part of the Secured
Obligations. The Prime Rate of the Bank is the floating annual rate of interest established from time to time by the

Bank as the base rate it will use to determine the rate of interest payable to the Bank by borrowers from the'Bank in

Canadian dollars in Canada and designated by the Bank as its Prime Rate. The Prime Rate on the date Hhereof is

" that set forth in Section 9.8.

The Customer will duly perform and comply with ali its obligations to the Bank, whether under this Agreement or

any other agreement, instrument or other document. - .-

5. CERTAIN RIGHTS AND RESPONSIBILITIES OF THE BANK

5.1

5.2

5.3

5.4

3.5

5.6

3.7
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The Bank may from time to time, at the expense of the Customer, inspect the Hypothecated Property or proceed to

. the evaluation of the Hypothecated Property. For this purpose, the Customer will permit the Bank access to the -

locations where the Hypothecated Property may be found, as well as to the places of business of the Customer, and
the Customer will permit the Bank to examine the accounting records and documents relating to the Hypothecated’

Property. :

In the event the Customer fails to observe or perform any of its obligations or undertakings under this Agreement,
the Bank may, but shall not be obliged to, perform the same and any fees, costs or expetses incurred in so doing
shall be forthwith due and payable by the Customer to the Bank, with interest as provided in Section 4.14, and shall
form part of the Secured Obligations. E

If the Hypothecated Property includes Securities, the Bank may, but shall not be obliged to, cause the Bank, or its
nominee, to be registered as holder of such Securitics and exercise all rights in respect of such Securities, including
any right to vote, any right of conversion or any right of redemption. }

If the Customer has surrendered the Hypothecated Property to the Bank or its agent or if the Bank or its agent has
possession of the Hypothecated Property, neither the Bank nor its agent shall have any obligation to continue the
use, operation or exploitation of the Hypothecated Property or to continue the use for which it is ordinarily destined
or to exercise the rights pertaining to the Hypothecated Property or to make it productive; and the Customer agrees
that the Bank or its agent may do such acts and things, or refrain from doing such acts and things, as the Bank or its
agent, in its sole discretion, deems appropriate for the exercise of its rights and the realization and enforcement of
its hypothec.

The Customer hereby irrevocably constitutes the Bank or any manager or other officer of the Bank, its agent, with
the power of substitution, in order to perform any act and sign any document, including any transfer or
endorsement of Securities, necessary or useful to the exercise of the rights conferred on the Bank pursuant to this
Agreement,

All sums received by the Bank in the exercise of iis rights arising under or pursuant to this Agreement or by law
may be held by the Bank as Hypothecated Property, or may be applied by the Bank to the payment of the Secured
Obligations, whether or not then exigible. The Bank may impute and apply such sums towards payment of any part
or parts of the Secured Obligations as the Bank in its sole discretion shall decide, and may change any imputation
or application as it sees fit. ‘

The exercise by the Bank of any of its rights shall not prevent it from exercising any other rights it may have arising
from this Agreement or by law; the rights of the Bank are cumulative and not alternative. The Bank may waive any
provision hereof or any default, however the non-exercise by the Bank of any of its rights or any such waiver shall
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not constitute a renunciation of the exercise thereafter of such right or a renunciation of any other provision or of

. any other default. The Bank may exercise the rights arising from this Agreement without having exercised its
Tights against any other person liable for the payment of the Secured Obligations, or any of them, and without
having realized any other security securing the Secured Obligations.

5.8 The Bank is only required to exercise reasonable prudence and diligence in the exercise of its rights or the
- fulfilment of its obligations and, in any event, the Bank is only responsible for its intentional or gross fault. The
Customer shall indemmify the Bank for any losses or expenses incurred by the Bank, or damages claimed against

the Bank, for'which the Bank is not so responsible. ‘

59 The Bank may delegate to any other person, or be represented by any other person in, the exercise of its rights or
the fulfilment of its obligations resulting from this Agreement; the Bank may furnish to such person any
information which the Bank may have concerning the Customer or the Hypothecated Property.

'5.10  ‘The rights conferred on the Bank in virtue of this Section 5 may be exercised by the Bank either before or after a
default by the Customer under the terms of this Agreement. :

6. PROVISIONS APPLICABLE IF THE HYPOTHECATED PROPERTY INCLUDES A CLAIM OR CL"ms

6.1 If the Hypothecated Property includes a claim or claims, whether present or future, then in addition to the other
. provisions of this Agreement, the following provisions shall apply in respect of such claims: .

(2) The Bank shall have the right to collect (i) the capitalvfaliihg due of, and any revenues of, any such claim
which is or represents the indemnity payable under any insurance policy in respect of loss or damage tothe -
Hypothecated Property and (ii) the capital or revenues of any claim described or of the nature spesified in B
Section 9.9. . o .

(b) The Bank authorizes the Customer to collect when due the capital falling due of, and any revenues of, any
Ty other claim until the Bank shall have given the Customer a notice withdrawing such authorization, whereapon
"' the Bank shall immediately have the right to collect all such capital and revenues. This notice of withdrawal
may be given at any time, cither before or after a default under this Agreement, and may be given from time to
_ time in respect of all or any part or parts of the claims. -

(¢} Upon notice by the Bank to the Customer, which may be given either before or after a defanlt under this
Agreement or before or after the notice of withdrawal referred to in Section 6.1(b), the Bank may require'the
Customer to immediately remit to the Bank all or a specified part of capital and revenues of claims received by

- the Customer or to deposit the same in one or more designated bank accounts or otherwise to hold, deal with or
deliver such capital and revenues, all on such terms and conditions as the Bank may specify in such notice.

(d) The Bank shall have no obligation to exercise any rights in respect of any claims nor to enforce or to see to
payment of the same, whether by legal action or otherwise. The Bank may give acquittances for any sums it
collects and may, but shall not be obligated to, realize any of the claims, grant extensions, grant releases, accept
compositions, renounce and generally deal with the claims, and any guarantees or security therefor, and take
any action to preserve, protect or secure such claims, at such times and in such manner as it deems advisable at
its sole discretion, without notice to or the consent of the Customer, and without incurring any lability therefor
and without any obligation to render any account in respect thereof or in respect of moneys collected, other
than to remit to the Customer any amounts collected over and above the Secured Obligations. T

& R

(e) Any amounts collected by the Customer or by the Bank or deposited in 2 designated bank account shall form
part of the Hypothecated Property and be subject to the hypothec hereof, The Bank may apply any amounts
received by it towards payment of all or part of the Secured Obligations, even if not yet exigible, including any
fees, costs or other expenses incurred by the Bank and secured hereunder and may impute and apply such -
amounts towards payment of any part or parts of the Secured Obligations as the Bank at its sole discretion shall
decide, and may change any imputation or application as it sees fit.

(D) The Customer waives any obligation the Bank may have to inform the Customer of any irregularity in the

payment of any sums exigible on any claims or rights. :
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71

7.2

7. DEFAULTS AND RECOURSES

(g) The Customer shall deliver to the Bank within 10 days after the end of each month, or as otherwise agreed in
writing between the Bank and the Customer, a detailed list of all claims owing to the Customer at the end of

each such month including the name and address of the debtor of cach claim, the amount due, the aging of the
account and any security held by the Customer for any claim,

(1) The Customer shall from time to time on request of the Bank deliver to the Bank, or permit the Bank or its
officers or ageats access to its premises for the purpose of examining and making copies of, all books and
accounts, letters, invoices, papers, agreements, negotiable instmments_, documents of title, hypothecs and other
documents in any way evidencing or relating to all or any of the claims forming part of the Hypothecated
Property and shalt otherwise assist the Bank and furnish the Bank with all information which may assist the
Bank in the collection thereof.

() Ifthis Agreement constitutes a hypothec on a universality of claims, the hypothec on the claims extends also to
any claim under any insurance contract on the other_ property of the Customer.

(G) The Customer represents that none of the claims which now exist is itself secured by a hypothec or guaranteed

The Customer will be in defauit under this Agreement in each of the following cases:

(a) if any of the Secured Obligations is not paid when due; or

®) if any of the representations made in Section 3 or in any other declaration or certificate by the Customer

delivered to the Bank is untrue or incorrect in 2 material respect; or

(c) if'the Customer does not perform or observe any of its covenants or undertakings contained in this Agreement -
or any obligation of the Customer required by law; or ' e

(d) if the Customer is in default under any other agreement, undertaking or evidence of indebtedness in favour of

the Bank, including any agreement, undertaking or evidence of indebtedness referred to in Section ' 01; Section -

9.1, or under any other hypothec or security interest affecting the Hypothecated Property; or

(e) ifthe Customer ceasesto carry on its enterprise, or gives a notice of intention to make a proposal to ormakesa
proposal to its creditors or makes an assignment for the benefit of its creditors, or becomes insolvent or
bankrupt or if any action is commenced or notice given with a view to rendering or declaring the Customer
insolvent or bankrupt; or

(f) if any action is taken or notice given by or against the Customer with a view to the winding up, liquidation,
reorganization or relief or protection from creditors of the Customer including under the Bankruptcy and
Insolvency Act (Canada) or the Companies' Creditors Arrangement Act (Canada); or the Customer
amalgamates with any other person; or

(2) ifany creditor of the Customer commences any action or gives any notice with a view to exercising-any n'gpts :
or remedies on or with respect to the Hypothecated Property, including by way of seizure, prior notice, notice )
of crystallization, taking possession or otherwise, or if a sequestrator is appointed; or

(b) ifany guarantor of the Securéd Gbligations, or any part thereof, dies or gives notice to the Bank of termination
of a guarantee, or if a default occurs under any other hypothec in favour of the Bank securing all or any part of
the Secured Obligations. :




7.3

1.4

without any notice or demand by the Bank. Ifthe Customier is in default, the Bank may also exercise any dnd all of
the rights and recourses it may have hereunder or by law and it may enforce and realize its hypothec, including the
exercise of the hypothecary rights in virtue of the Civil Code of Quebec. If the Bank gives the Customer a prior
notice of its intention to exercise a hypothecary right the Customer shall, and shall cause any other person in
possession of Hypothecated Property to, immediately'voluntarﬂy surrender it fo the Bank, '

The Customer agrees that with respect to any sale by the Bank of any of the Hypothecated Property in the exercise
of its rights, it will be commercially reasonable to sell such Hypothecated Property:

(a) together or separately;

(b) by auction or by call for tenders by advertising such sale or call for tenders once in a local daily newspaper at
least seven (7) days prior to such sale or close of call for tenders; and , _

(c) by sale by agreement after receipt by the Bank of at least two (2) offers from prospective purchasers, who may
include persons related to or affiliated with the Customer or other customers of the Bank. '

Any such sale may be on such terms as to credit or otherwise and as to upset price or reserve bid or price as the
Bank at its sole discretion may deem advantageous, and the Customer agrees that the price received at any such
sale shall constitute a commercially reasonable price. ‘ ‘

" 8. GENERAL PROVISIONS

The hypothec constituted by this Agreement is in addition to and not in substitution for any other hyi:(_ithec or

8.1
security interest held by the Bank.

.82 This hypothec constitutes continuing security which shall continge in effect notwithstanding any payment from
time to time in whole or in part of the Secured Obligations and shall subsist until cancelled by the Bank,
notwithstanding the extinction of the Secured Obligations. This hypothec may, by agreement between the Bank
and the Customer from time to time, secure obligations in addition to or in substitution of the Secured Obligations.

8.3 In each of the cases set forth in Section 7.1 the Customer shall be in default by the mere lapse of time, without any
notice putting the Customer in default being required. ’ :
8.4 When used in this Agreement: _
(a) The expression "Hypothecated Property" shall mean all or ahy part of the Hypothecated Property.
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- (b) The expression "Customer" shall include the Customer, its successors and assigns, including any person
Ty resulting from the amalgamation of the Customer with any other person, and, in the case of a natural person,
S shall include its successors, executors, liquidators, heirs and legal representatives; this clause shall not give the
Customer the right to assign any of its rights or obligations hereunder to, or to amalgamate with, any other
person except as otherwise expressly permitted by this Agreement.

(c) The expression "Bank" shall include the Bank, and its successors and assigns, including any person resulting
from the amalgamation of the Bank with any other person.

(d) The expression "Agreement"” shall include this Agreement, as it may hereafter be amended, supplemented,
modified, renewed, replaced or restated from time to time. ’

(¢) References to a Section shall refer to Sections in this Agreement.

(f) The expression "Securities" shall include shares in the capital stock of a legal person; bonds, debentures, bilis

of exchange, promissory notes, negotiable instruments and other evidence of indebtedness; options or rights in

: - respect of the foregoing; and any other instrument or title generally called or included as a security. The
A expression "Securities" shall mean any or all Securities. : )

() The expression "property" shall include property, titles and rights.

8.5 If several persons are designated as "Customer", each of them is solidarily responsible for the obligations of the
Customer set forth in this Agreement; each Customer is responsible both individually and together with éach other
Customer for all the obligations of the Customer to the Bank. '

8.6 The rights conferred on the Bank by this Agreement shall inure to the benefit of each successor of the Bank. The
Bank shall have the right to assign all or any part of the Secured Obligations to any other person and this
Agrecement shall jnure to the benefit of any such assignee in respect of all, or such part, of the Secured Obligations
which have been so assigned. :

87 All notices, demands and other communications to the Customer may be given to it at its address set forth in
Section 9.11 or at any other address which the Customer notifies the Bank in writing, Such notices, demands and

- communications shall be sufficiently given if delivered personally or by messenger or sent by ordinary mail or
telecopier to the Customer at such address and shall be considered received by the Customer, (i) if delivered
personally or by messenger, when delivered, (ii) if sent by mail, four (4) working days after mailing and (iif) if sent
by telecopier, when sent. The Customer hereby elects domicile at such address for the purposes of receiving
notices, demands or other communications and for the service of legal proceedings. If the Bank is unable to locate

- the Customer at such address, the giving of any notice, demand or other communication or the service of any legal
proceeding may be made at the office of the prothonotary of the Superior Court in the district in which the last
address of the Customer referred to in the first sentence of this Section is located, at which office in such event the
Customer also elects domicile for purposes of giving any notice, demand or other communication or the service of
any legal proceeding.

3.3 I this hypothec is given to secure an obligation or obligations of a person other than the Customer (such other '
person being called the "Borrower" in this Section), the Customer hereby

(a) waives the benefit of discussion and the benefit of division and agrees that the Bank shall not be obliged to
exhaust its recourses against the Borrower or the Customer or any other person or against any other security or
securities it may hold before enforcing or realizing on or otherwise dealing with the Hypothecated Property in
such manner as the Bank considers desirable; "

(b) agrees that the Bank may grant time, rencwals, extensions, indulgences, releases and discharges to, may take
security from and release any sccurity, may abstain from taking security or publishing or perfecting security,
make accept compositions from, may otherwise change the terms of the obligations or any security or

- guarantees therefor and may otherwise deal with the Borrower and any other persons and any securities as the
Bank sees fit, without in any manner affecting or reducing the hypothec hereof: and

(c) agrees that all obligations of the Borrower to the Customer or any of them, if more than one, are hereby
postponed to the obligations of the Borrower to the Bank and all moneys received thereon by the Customer or
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8.10

8.11

8.12
3.13

" any of them, if more than one, shall be received on behalf of the Bank and shall be immediately paid over to
_ the Bank. : : ‘

The Secured Obligations described in Section 9.1 are governed by one or more separate agreements with the Bank
which determine, among other things, the amount of credit available to the Customer from the Bank and the interest
rate or interest rates and other fees or charges which the Customer is required to pay on credit obtained under such
agrecment(s). The amount of the hypothec and rate of interest referred to in Section 2.1 and specified in Section
9.2 is the amount with the rate of interest for which the Hypothecated Property is hypothecated. The Bank is
entitled to interest on credit made available under the said separate agreements at the rate or rates determined under
the separate agreement applicable to the credit and not at the rate specified in Section 9.2, unless such rate is
identical to the rate determined under the separate agreement applicable to the credit. The amount of credit which
the Customer is entitled to obtain from the Bank is determined by the applicable separate agreement and not by the

amount of the hypothec specified in Section 9.2 of this Agreement.

The Customer shall sign, acknowledge or deliver all such further instruments and shall do such other things as the
Bank may reasonably require to give effect to or to confirm or protect the hypothec hereby constituted, including-

.necessary inscriptions for the registration, renewal, carrying over or conservation of the hypothec and notices to

third parties.
I aﬁy clause in this Apgreement, or part thereof, is null or otherwise unenforceable, without effect, or deemed
unwritten, the remaining provisions shall continue in full force and effect.

This Agreement is governed by and construed in accordance with the laws of the Province of Quebee.

The parties hereby confirm their express wish that this Agreement and all documents, agreements or! notices
directly or indirectly related hereto be drawn up in the English language. Les parties reconpaissent leur volonté
expresse que le présent contrat ainsi que tous les documents, conventions ou avis s'y rattachant directement ou
indirectement soient rédigés en langue anglaise.

-This Agreement continues at Section 9, entitled «Information Referred to above in this Agreement».

Pred. 2250150 - Form LF 503 (Que) (2/00) : Page Sof 11
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9.11 Address of the Customer for notices, referred to in Section 8.7:
See 9.6 above

Signed at Toronto this ‘Zq%day of April, 2004.

Witnesses:

Accepted and agreed
BANK OF MONTREAL

: - By: L.

Doc339665
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| P S SECURITY AGREEMENT RE: LEASED VEHICLES
THIS AGREEMENT MADE as of this 3" day of May, 2004.

BETWEEN:
BODKIN CAPITAL CORPORATION,
the "Lessor"
-and -
BANK OF MONTREAL,
o : the "Bank” :
; WHEREAS:
f“ ' 0. 't'{l/% h{czlsesgrr) |§nea I?nsff?é gfr ;E‘?moblles light trucks and other vehicles (collectively,
tL) ry course of its business from time to time, leases

vehicles to its customers ("Lessees");

ii )  the Lessor has requested the Bank to lend money on the security of Vehicles
Li which are to become the subject of leases to Lessees, and

s - §ii}  the Lessor has agreed to give the Bank security interest in such Vehicles, in the
e leases between the Lessor and Lessees, in the lease proceeds and in the
proceeds of disposition of such Vehicles:

NOW THEREFORE the Lessor hereby enters into this Security Agreement with the
Bank for valuable consideration. -

1. The Lessor may from time to time request a loan from the Bank by an executed
"Lessor’'s Proceeds Request" (a "Proceeds Request”) in the form set out in
. Appendix A hereto. If the request is accepted by the Bank, the Bank will provide
to the Lessor, the requested loan to enable the Lessor to purchase or pay for the
Vehicle or Vehicles described therein (all such Vehicles described in all such
Proceeds Requests being heremafter called "Financed Vehicles").

- 2. As security for the repayment of all loans made by the Bank to the Lessor and all
other present and future indebtedness and liability of the Lessor to the Bank and
interest thereon, the Lessor hereby grants, bargains, assigns, transfers, sets
over, mortgages and charges to the Bank, as and by way of a fixed and specific
mortgage and charge, and grants to the Bank a continuing security interest in the
following collateral:

Doc#339676v]



(a)

(b)

all Financed Vehicles chrrently or hereafter owned or acquired by
the Lessor; and

all leases of Financed Vehicles and all rights, benefits and

proceeds of any nature arising out of any Financed Vehicle or any
lease of a Financed Vehicle including, without limiting the generality
of the foregoing, all lease payments and insurance proceeds -
receivable in respect of any Financed Vehicle.

The parties hereto intend that the said security interest shall attach to.each
Financed Vehicle upon the advance of funds fo the Lessor by the Bank in
accordance with the Proceeds Request.

The Lessor représents, warrants and agrees as follows:

(a)

(b)

(c)

(d)

(e)

®

Except fqr' leases pennittéd hereunder and the security interests
granted herein, the Lessor:

M ‘will imrhediately use the loan made by the Bank pursuant to
- a Proceeds Request to acquire a good, free and clear title to
the Financed Vehicle described therein, and

(i)  will keep all Financed Vehicles free from any lien, mortgage,
charge, pledge, security interest or other encumbrance of
any kind. '

Title to the Financed Vehicles shall at all times be registered in the
name of the Lessor; ' '

The Lessor shall not lease or otherwise dispose of any or all of the
Financed Vehicles without the consent of the Bank provided that
the L.essor may lease a Financed Vehicle pursuant to a lease
attached to a Proceeds Request;

Each lease permitted heréunder shall be in the Lessor's form as
appended to the Proceeds Request;

The Lessor shall observe and perform its obligations under each
lease and shall not amend, terminate or waive compliance with any
provision of any lease without the Bank’s written consent;

The execution and delivery of the Security Agreement does not
breach any other agreement to which the Lessor is a party or by
which it'is bound and does not effect the acceleration of any
obligation of the Lessor;
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(s))

(h)

(i)

()

(k)

0

(m)

The Lessor shall upon request, promptly furnish the Bank in writing
with all information requested with respect to all or any of the
leases; _

Subject to the rights of a Lessee under a lease, the Bank may from
time to time inspect all or any Financed Vehicles, wherever located;

The Lessor shall keep its books and records in good order and its
accounts in accordance with generally accepted accounting
principles and permit the Bank inspection of such books and
records as may relate to the Financed Vehicles at all reasonable -
times;. ‘

The Lessor shall furnish copies of its audited financial statements to
the Bank within 120 days of the end of its fiscal year; R

The Lessor shall furnish the Bank with:

()] copies of its current monthly operating statements by the
30th day following month end, signed by the Lessor's officer
aftesting fo the correctness of the said statements, and

(i) a copy of the monthiy aged, lease receivables listing;

- The Bank may conduct independent collateral examinations in its
~ discretion, of the books and records of the Lessor which relate to
- the Financed Vehicles and at such time or times, the Lessor will -

provide the Bank with an aged list of lease receivables. The Lessor

shall afford the Bank such reasonable access to its books and

records as may be required so as fo permit the Bank to conduct

ﬁuch examinations, such examinations shall be at no cost t6 the
essor;

The Lessor will obtain and maintain proper insurance coverage with
respect to each Financed Vehicle held in inventory for lease or
resale and wili maintain a back-up insurance policy to cover
instances where a Lessee’s insurance coverage has lapsed. Such
insurance coverage to be in accordance with the Bank's minimum
requirements as laid down from time to time.

The Lessor hereby warrants and agrees that:

() alllaws relating to each lease and to the leasing of the

Financed Vehicles shall be complied with,

(i) each lease will represent a genuine transaction and will be



enfarceable in accordance with its terms against each
Lessee, '

(i) the Financed Vehicles shall be delivered to and accepted by
the Lessee named in the lease relating thereto, :

(iv)  each Lease will correctly and fully describe the Financed
Vehicles leased thereunder and the obligations and name of
the Lessee, and _ '

(v)  the Lessor will register a financing statement under the
Personal Property Security Act in respect of each lease
which contains an option to purchase the Financed Vehicle
or in respect of which such an option exists, such financing
statement to be registered within 10 days of the date of
execution of the lease. '

(o) 'Tﬁe Lessor shall keep and shall require each Lessee to keeb the
Financed Vehicles in a state of good repair. E

{p)  The Lessor shall cause each Lessee to obtain and maintain proper
insurance coverage with respect to each Financed Vehicle. Such
insurance coverage to be in accordance with the Bank's minimum ,

requirements as laid down from time to time.

All amdunts now or hereaftef advanced by the Bank to the Lessor will be
repayable by the Lessor to the Bank at any time in the Bank's discretion.

Subject to the right of the Bank to demand payment at any prior time in ifs-
discretion, the Lessor may arrange to pay any loan described in any Proceeds
Request in instalments to be payable in the amounts and at the times set out in
the Proceeds Request. In such case, the Lessor agrees that in respect of the

- prepayment of any principal amount owing pursuant to any instrument securing

an advance, the Lessor will pay to the Bank a prepayment premium equal to 3 %
of the amount prepaid, unless:

(@) the related lease is terminated by mutual consent of the Lessor and
the Lessee, '

(b)  the amount prepaid is equal to an amount prepaid by the Lessee to
the Lessor to fully prepay the related lease, _

(¢)  the Financed Vehiclé is destroyed or in the opinion of the Bank is
rendered unsuitable for further leasing,

(d)  the Financed Vehicle has been used in daily rental servicé for at
least twelve months, or '



O
[FRCEa )

(e} the prepayment ie made pursuant to the Lessee's default.

The Lesser acknowledges that the Bank will rely upon specified instalment
payments in arranging its own internal financing arrangements and that the
foregoing prepayment provisions are reasonable.

6.  Subject to the right of the Bank to demand payment at any prior time in |ts
discretion, the amount advanced by the Bank pursuant to a Proceeds Request
~ shall lmmedlately become due and payable if, without the Bank's written consent:

(i) any lease attached to such Proceeds Requests expires, is
cancelled, is rescinded or otherwise terminates

(i) any Financed Vehicle referred to in such Proceeds Request is
materially damaged, sold, exchanged or otherwise disposed of, -

(iii) the rights or other obligations of a Lessee under’ any lease attached
to such Proceeds Request are assigned to or assumed by any
other person, _

(iV) the insurance coverage or any part thereof required by the Bank or
under any of the leases attached to such Proceeds Request are
cancelled, lapse or otherwise termmate or

'(v) a Lessee breaches any other covenant of a lease attached to such
Proceeds Request. .

- 7. Each of the following events or conditions shall, for the purposes of this Security
- Agreement, be a defauit:

(@) if the Lessor fails to pay the Bank any amount owing to the Bank ,
hereunder or under any Proceeds Request;

(b) if the Lessor fails to perform or observe any condition, covenant,
agreement, undertaking or other provision contained either in this
Security Agreement or in any other agreement now or hereafter
existing between it and the Bank; -

(c) if a petition or application therefore is made or filed by or against
the Lessor under any bankruptcy or insclvency legistation or the
Lessor makes an assignment for the benefit of its creditors or a
proposal or proposed commercial arrangement under any such:
legislation or becomes insolvent;

(d) if winding up, liquidation, dissolution or receivership proceedings
are commenced by, against or with respect to the Lessor or all or
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any of its property, or if a resolution is passed for the Lessor's
‘winding up, liquidation or dissolution;

(e) if areceiver, receiver/manager, custodian or other person with

similar powers is appointed in respect of the Lessor or all or any of
- its property or if an execution or similar process is filed, registered

levied or enforced against all or any of its property in which a
security interest has been given hereby, or if all of a substantial part
of the Lessor's property or if all or any of the Financed Vehicles or
security interests given pursuant to the Agreement are seized or
taken possession of under any judiciat process or pursuant to any
encumbrance or by a landlord or otherwise: -

(f) it any of the representations or warranties set out in paragraph 3
hereof is false, or )

(g) ifthe Lessor shalrl default in the due observance or p_erforma'nce of
any covenant, undertaking or agreement heretofore or hereafter
given to the Bank, whether contained herein or not.

Without prejudice to the Bank's rights and remedies, following any default
hereunder, all unpaid amounts shall become immediately due and be payable
without notice or demand and the Bank shall have all rights and remedies of a
secured party under the Personal Property Security Act. In addition, and
notwithstanding, any of the provisions of the Personal Property Security Act, it is
agreed that in the event of any default; - B

{(a)  subject to the rights or any Lessee under a lease, the Bank may
without liability for rent or other charges or costs or damages, take
possession of any Financed Vehicle in any lawful manner,

(b)  in connection with taking or keeping possession or moving,
assembling, packing, disposing of, shipping or otherwise dealing
with all or any of the Financed Vehicles, the Bank may, without
liabitity for rent, other charges or costs or damages, use and fully
enjoy all or any of the Financed Vehicles and may, for the purposes
set out herein, enter the Lessor's lands and premises,

(c) the Bank may, after giving any notice required by applicable law,
sell, lease, exchange or otherwise dispose of all or any of the
Financed Vehicles or any of the other collateral in which a security
interest has been given hereby, :

(d) the Bank may, after giving any notice required by applicable law
and either in its own name or that of the Lessor, collect, obtain
payment of, sue or otherwise deal with all or any of the proceeds in



(e)

(f)
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any lawful manner,

the proceeds of any disposition or dealing under subsections ¢) and
d) of this paragraph 8 shall be applied firstly to the expenses of
taking and keeping possession of, repairing, processing, insuring,
storing, preparing for disposition, disposing of, collecting, obtaining
payment of, suing or otherwise dealing with all or any of the

-coliateral in which a security interest has been given hereby,
- including legal expenses on a solicitor and his client basis, and -

secondly, to any part or parts of the indebtedness to the Bank; any
part of such indebtedness unpaid after such application shall
continue to be immediately due and payable, '

the Bank may grant extensions of time and other indulgences, take
and give up security, accept compositions, grant releases and )
discharges and otherwise deal with proceeds, sureties and debtors
of the Lessor (including Lessees) and others and with any liens,
and the Financed Vehicles as the Bank thinks necessary or
advisable without affecting the Lessor's liability with respect to the

indebtedness or the effectiveness of this Agreement,

the Bank may appoint by instrument in writing, a receiver or
receivers of the collateral in which a security interest is granted
hereby or any part thereof and such receiver or receivers may be
any person or persons, whether an officer or officers or employees
of the Bank or not, and the Bank may remove any receiver so
appointed and appoint another; or may apply by proceedings in any

-Court of competent jurisdiction for the appointment of a receiver for -

the sale of any such collateral. Any such receiver so appointed
shall have power to take possession of such collateral or any part
thereof and to borrow money required for its maintenance,
preservation or protection, and to sell, lease or otherwise dispose of
the whole or any part of the collateral on such terms and conditions

- and in such manner as such receiver shall determine. In exercising

any powers, any such receiver shall act as agent for the Lessor and
the Bank shall not be responsible for his actions. -

9. The Lessor shall give further assurances and do, execute and perform all such
- acts, deeds, documents and things and obtain all permits, licenses and approvals
as may be necessary to enable the Bank to have the full benefit of all rights and
remedies herein specified.

10.  (a) The security interests created hereby shall be in addition fo and notin
substitution for any other lien, charge or encumbrance now or hereafter

held by the Bank.

(b)  This Security Agreement shall be binding upon and inure to the benefit of
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11,

12

13.

14.

the parties hereto and their respective heirs, successors and assigns and
shall be govemed by and interpreted in accordance with the laws of the
" Province of Ontario.

(c) The Lessor agrees that the Bank shall not have nor assume any
obligations under a lease and the Lessor shall perform and continue to
perform its obligations pursuant to each lease.

Nothing herein shall obligate the Bank to make any advance or loan or further
advance or loan or extend any time for payment of any indebtedness of the.
Lessor to the Bank.

Notices under this agreement shall be in writing and may be left at the address
indicated below of such party or sent by registered mait to such party at such
address or shall be served personally upon any employee, officer or director of

tsuch party ar}d shall be conclusively considered to have been and received on )
he earliest o

(i) the leaving of such notice at such address.

(i} ~ the 5th business day of the Bank following the deposit of such
notice by prepaid registered post, and _

(iii) . such personal service:

Address for the Bank: :
Ontario Automotive Financial Services
Centre )

155 Rexdale Boulevard 4™ F{oor
Rexdale, Ontario

MOW 578

Address for the Lessor: 2150 Dunwin Drive, Unit 1
Mississauga, Ontario
L5L 1C7

Attention: Chief Operating Officer and
Chief Financial Officer

The Bank may waive any default by the Lessor under this Secun'ty Agreement;
provided that no such waiver by the Bank shall extend to or affectany
subsequent default or the rights of the Bank resulting therefrom.

Any provision hereof contrary to applicable law shall be amended to be permitted
by applicable law and if such amendment is not possible, such provisions shall




A

be ineffective only to the extent of such prohibition and shall not invalidate the
remaining provisions hereof.

15.  Allrights and remedies herein are cumulative and not alternative and if more
than one person executes this Security Agreement as Lessor, the obligations of
such persons to the Bank hereunder shall be both joint and several. -

16.  In construing this Security Agreement, words in the singular shall include the
plural and vice versa and words imporiing the masculine shall include the
feminine and neuter and vice versa and words Importrng persons shall mclude
corporations and partnerships.

17.  The Lessor acknowledges receipt of an executed copy of this Security
Agreement.

IN WITNESS WHEREOF the parties have executed this Security Agreement.

LESSOR: BODKIN CAPITAL CORPORATJIDN

.

Per: .
Name: /. -

Title:  geativon S nianAcerg

JRHBOM-PREC. 1\SPEC-SEC.AGR
0187

Doc#339676vt



e e
|

i

if)

i

SECURITY AGREEMENT RE: LEASED VEHICLES
THIS AGREEMENT MADE as of this 3" day of May, 2004.

BETWEEN:
| BODKIN LEASING CORPORATION,
the “Lessor”
-and -
BANK OF MONTREAL,
 the "Bank”
WHEREAS:

the Lessor is a lessor of automobilés, light trucks and other vehicles {collectively,

"Vehicles") and in the ordinary course of its business from time to time, leases

vehicles to its customers ("Lessees");

the Lessor has requested the Bank to fend money on the security of Vehicles

which are to become the subject of leases to Lessees, and

the Lessor has agreed to give the Bank sécurity interest in such Vehicles, in the
leases between the Lessor and Lessees, in the lease proceeds and in the
proceeds of disposition of such Vehicles:

NOW THEREFORE the Lessor hereby enters into this Security Agreement with the

1.

Bank for valuable consideration.

The Lessor may from time to time request a loan from the Bank by an executed
"Lessor's Proceeds Request” (a "Proceeds Request") in the form set out in
Appendix A hereto. If the request is accepted by the Bank, the Bank will provide
to the Lessor, the requested loan to enable the Lessor to purchase or pay for the
Vehicle or Vehicles described therein (all such Vehicles described in all such
Proceeds Requests being hereinafter called "Financed Vehicles").

As security for the repayment of all loans made by the Bank to the Lessor and all
other present and future indebtedness and liability of the Lessor to the Bank and
interest thereon, the Lessor hereby grants, bargains, assigns, transfers, sets
over, mortgages and charges to the Bank, as and by way of a fixed and specific

mortgage and charge, and grants to the Bank a continuing security interest in the
following collateral:

Doc#339667v1
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(9)

(h)

(M

Gy

(k)

U]

(m)

(n)

The Lessor shall upon request, promptly furnish the Bank in writing
with all information requested with respect to all or any of the

_leases;

Subject to the rights of a Lessee undera Iease the Bank may from
time to time inspect all or any Flnanced Vehlcles wherever located;

The Lessor shall keep its books and records in good order and its
accounts in accordance with generally accepted accounting
principles and permit the Bank inspection of such books and
records as may relate to the Financed Vehicles at all reasonable
times; _

The Lessor shal! furnish copies of its audited financial statements to
the Bank W|th|n 120 days of the end of its fiscal year;

The Lessor shall furnish the Bank with:

(i) copies of its current monthly operating statements by the
30th day following month end, signed by the Lessor's officer
attesting o the correctness of the said statements, and

(i) a 'copy of the monthly aged, lease receivables listing;

The Bank may conduct independent collateral examinations in its
discretion, of the books and records of the Lessor which relate to
the Financed Vehicles and at such time or times, the Lessor will
provide the Bank with an aged list of lease receivables. The l.essor
shall afford the Bank such reasonable access o its books and
records as may be required so as to permit the Bank to conduct

.such examinations, such examinations shall be at no cost to the
Lessor; _

The Lessor will obtain and maintain proper insurance coverage with
respect to each Financed Vehicle held in inventory for lease or
resale and will maintain a back-up insurance policy to cover
instances where a Lessee's insurance coverage has lapsed. Such
insurance coverage to be in accordance with the Bank's minimum
requirements as laid down from time to time.

- The Lessor hereby warrants and agrees that:

() all laws relating to each lease and to the leasing of the
Financed Vehicles shall be complied with,

(i)  each lease will represent a genuine transaction and wilf be



(0)

(p)

enforceable in accordance with its terms against each
lessee,

(i)  the Financed Vehicles shall be delivered to and accepted by
the Lessee named in the lease relating thereto,

{(iv) each Lease will correctly and fully describe the Financed
Vehicles leased thereunder and the obligations and name of
the Lessee, and -

(v} the Lessor will register a financing statement under the
- Personal Property Security Act in respect of each lease
which coritains an option to purchase the Financed Vehicle
or in respect of which such an option exists, such financing
statement to be registered within 10 days of the date of
execution of the lease. -
The Lessor shall keep and shall require each Lessee to keep the
Financed Vehicles in a state of good repair. '

The Lessor shall cause each Lessee to obtain and maintain proper
insurance coverage with respect to each Financed Vehicle. Such
insurance coverage fo be in accordance with the Bank's minimum

- requirements as laid down from time to time.

4. All amounts now or hereafter advanced by fhe Bank to the Lessor will be
repayable by the Lessor to the Bank at any time in the Bank's discretion.

5. Subject to the right of the Bank to demand payment at any prior time in its
discretion, the Lessor may arrange to pay any loan described in any Proceeds
-~ Request in instalments to be payable in the amounts and at the times set out in
the Proceeds Request.” In such case, the Lessor agrees that in respect of the
prepayment of any principal amount owing pursuant to any instrument securing
an advance, the Lessor will pay to the Bank a prepayment premium equal to 3%
of the amount prepaid, unless: '

(a)

(b)

(c)

o @
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the related lease is terminated by mutual consent of the Lessor and
the Lessee, :

the amount prepaid is equal to an amount prepaid by the Lessee to
the Lessor to fully prepay the related lease,

the Financed Vehicle is destroyed or in the opinion of the Bank is
rendered unsuitable for further leasing, _

the Financed Vehicle has been used in daily rental service for at
least twelve months, or



(e)

the prepayment is made pursuant to the Lessee's def_ault.

The Lessor acknowledges that the Bank will rely' upon specified instalment
payments in arranging its own internal financing arrangements and that the
foregoing prepayment provisions are reasonable.

6. Subject to the right of the Bank to demand payment at any prior time in its .
- discretion, the amount advanced by the Bank pursuant to a Proceeds Request
shall immediately become due and payable if, without the Bank'_s written consent:

(i)
(if)

(iii)

(V)

v)

N

(a)

(b)

(c)

(d)

Doc#239667v1

any'lease attached to such Proceeds Requests expires, "is
cancelled, is rescinded or otherwise terminates,

any Financed Vehicle referred to in such Proceeds Request is
materially damaged, sold, exchanged or otherwise disposed of,

the rights or other obligatiohs of a Lessee under any lease attached
to such Proceeds Request are assigned to or assumed by any
other person, - - :

the insurance coverage or ény part thereof required by the Bank br
under any of the leases attached to such Proceeds Request are
cancelled, lapse or otherwise terminate, or

a Lessee breaches any other covenant of a lease attached to such’
Proceeds Request. '

Each of the foliowing events or conditions shall, for the purposes of this Security-
Agreement, be a default:

if the Lessor fails to pay the Bank any amount owing to the Bank
hereunder or under any Proceeds Request;

if the Lessor fails to perform or observe any condition, covenant,
agreement, undertaking or other provision contained either in this

‘Security Agreement or in any other agreement now or hereafter

existing between it and the Bank;

if a petition or application therefore is made or filed by or against
the Lessor under any bankruptcy or insolvency legislation or the
Lessor makes an assignment for the benefit of its creditors or a
proposal or proposed commercial arrangement under any such
legisiation or becomes insolvent; ‘ '

if winding up, liquidation, dissolution or receivership proceedings
are commenced by, against or with respect to the Lessor or allor



(e)

M

(9) .

any of its property, orif a resolution is passed for the Lessor's |
winding up, liquidation or dissolution;

if a receiver, receiver/manager, custodian or other person with

similar powers is appointed in respect of the Lessor or all or anyof - .

its property or if an execution or similar process is filed, registered
levied or enforced against all or any of its property. in which a
security interest has been given hereby, or if all of a substantial part

‘of the Lessor’s property or if all or any of the Financed Vehicles or

security interests given pursuant o the Agreement are seized or

‘taken possession of under any judicial process or pursuant to any

encumbrance or by a landlord or otherwise;

if any of the representations or warranties set out in paragraph 3
hereof is false, or o

if the Lessor shall defauit in the due observance or performance of
any covenant, undertaking or agreement heretofore or hereafter
given to the Bank, whether contained herein or not.

. 8. Without prejudice to the Bank's rights and remedies, following any default
hereunder, all unpaid amounts shall become immediately due and be payable
without notice or demand and the Bank shall have all rights and remedies of a
secured party under the Personal Property Security Act. in addition, and
notwithstanding, any of the provisions of the Personal Property Security Act, it is -
agreed that in the event of any default:

(a)

(b)

(c)

(d)
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su'bj'ect'to the rights or any Lessee under a lease, the Bank may
without liability for rent or other charges or costs or damages, take
possession of any Financed Vehicle in any lawful manner,

in connection with taking or keeping possession or moving,
assembling, packing, disposing of, shipping or otherwise dealing
with all or any of the Financed Vehicles, the Bank may, without
liability for rent, other charges or costs or damages, use and fully
enjoy all or any of the Financed Vehicles and may, for the purposes
set out herein, enter the Lessor's lands and premises,

the Bank may, after giving any notice required by applicable law,
sell, lease, exchange or otherwise dispose of all or any of the
Financed Vehicles or any of the other collateral in which a security
interest has been given hereby,

the Bank may, after giving any notice required by applicable law
and either in its own name or that of the Lessor, collect, obtain
payment of, sue or otherwise deal with all or any of the proceeds in



(e)

()

' _(g)_

any lawful manner,

the proceeds of any disposition or dealing under subsections ¢} and
d) of this paragraph 8 shall be appiied firstly to the expenses of
taking and keeping possession of, repairing, processing, insuring,

storing, preparing for disposition, disposing of, collecting, obtaining

payment of, suing or otherwise dealing with all or any of the
collateral in which a security interest has been given hereby,

[including legal expenses on a solicitor and his client basis, and

secondly, to any part or parts of the indebtedness to the Bank: any
part of such indebtedness unpaid after such application shall
continue to be immediately due and payable, : .

the Bank may grant extensions of time and other indulgences, take
and give up security, accept compositions, grant releases and -
discharges and otherwise deal with proceeds, sureties and debtors -
of the Lessor (including Lessees) and others and with any liens,
and the Financed Vehicles as the Bank thinks necessary or
advisable without affecting the Lessor's liability with respect to the
indebtedness or the effectiveness of this Agreement,

the Bank may appoint by instrument in writing, a receiver or .
receivers of the collateral in which a security interest is granted
hereby or any part thereof and such receiver or receivers may be
any person or persons, whether an officer or officers or employees
of the Bank or not, and the Bank may remove any receiver so

~appointed and appoint another; or may apply by proceedings in any

Court of competent jurisdiction for the appointment of a receiver for
the sale of any such collateral. Any such receiver so appointed -
shall have power to take possession of such collateral or any part’
thereof and to borrow money required for its maintenance, ‘
preservation or protection, and to sell, lease or otherwise dispose of
the whole or any part of the collateral on such terms and conditions
and in such manner as such receiver shall determine. In exercising
any powers, any such receiver shall act as agent for the Lessor and
the Bank shall not be responsible for his actions.

9. The Lessor shall give further assurances and do, execute and perform all such
acts, deeds, documents and things and obtain all permits, licenses and approvals
as may be necessary to enable the Bank to have the full benefit of all rights and
remedies herein specified. :

10. (a)

(b)
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The security interests created hereby shall be in addition to and not in
substitution for any other lien, charge or encumbrance now or hereafter
held by the Bank.

This Security Agreement shall be binding upon and .inure to the benefit of .



the parties hereto and their respective heirs, successors and assigns and
shall be governed by and interpreted in accordance with the iaws of the
Province of Ontario.

(c)  The Lessor agrees that the Bank shall not have nor assume any
obligations under a lease and the Lessor shall perform and continue to
perform its obligations pursuant to each lease.

11.  Nothing herein shall obligate the Bank to make any advance or loan or further
advance or loan or extend any time for payment of any indebtedness of the
Lessor to the Bank. :

12.  Notices under this agreement shall be in writing-and may be left at the address .
indicated below of such party or sent by registered mail to such party at such
address or shall be served personally upon any employee, officer or director of .
S#Ch p?rty al}d shall be conclusively considered to have been and received on
the earliest of: ' :

)] the leaving of such notice at such address.

(i)  the 5th busihess day of the Bank foilowing the deposit of such -
notice by prepaid registered post, and

(i)  such personal service:

Address for the Bank: N , '
Ontario Automotive Financial Services
Centre

155 Rexdale Boulevard 4™ Fioor

Rexdale, Ontario
MOW 578

Address for the Lessor: 2150 Dunwin Drive, Unit 1
' Mississauga, Ontario
L5L 1C7

Attention: Chief Operating Officer and
- Chief Financial Officer

13.  The Bank may waive any default by the Lessor under this Security Agreement;
provided that no such waiver by the Bank shall extend to or affect any
subsequent default or the rights of the Bank resulting therefrom.,

14.  Any provision hereof contrary to applicable law shall be amended to be permitted
by applicable law and if such amendment is not possible, such provisions shalf
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be ineffective only to the extent of such prohibition and shall not invalidate the
‘remaining provisions hereof.

15.  Alirights and remedies herein are cumulative and not alternative and if more
than one person executes this Security Agreement as Lessor, the obligations of
such persons to the Bank hereunder_ shall be both joint and several.

16.  In construing this Security Agreement, words in the singular shall include the
plural and vice versa and words importing the masculine shall include the o
teminine and neuter and vice versa and words importing persons shall inciude
corporations and partnerships. ' _— :

17.  The Lessor acknowledgeé receipt of an executed copy of this ‘Secun'ty
- Agreement. -

IN W!TNESS WHEREOF the parties have executed this Security Agreement.

LESSOR:  BODKIN LEASING CORPORATION

Namé: J6h hell —
Titie: ;eérfgﬁ /"
BANK OF MONTREAL.

Per: . ~
Name: AL SR 1t AN e

Title: oS St 2,

JRHBOM-PREC. 1\SPEC-SEC.AGR
0187 ’
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. AND WHEREAS pursi.lént to articles of am

' . ACKNOWLEDGMENT AND AGREEMENT
TO: Bank of Montreal (“BM o) - _ |

- RE: Bodkin Financial.Corpc’:ratiohl(“Firian_cial")'

‘WHEREAS BMO and Financial entered into a Tenh‘,Sheet 'datedearch 8, 2004, as

amended and restated as of September 13, 2005 and pursuant to such term sheet BMO

and Financial entered into, among other agreements, an Operating Loan Agreement, a.
FirstBank Fixed Rate Lending Adreement and an Undertaking, each dated as of May 3,
2004 (collectively, with the term sheet, as amended, the “Loan Documents”). o

AND WHEREAS each of the undersigned (collectively, the “Guarantors”), has
guaranteed any and all obligations of Financial to BMO pursuant to guarantees each

“dated as of May 3, 2004 (collectively, the “Guarantees”).
V_A'ND WHEREAS éac_:h_of the Guarantors have delivered to EMO a general security -

algamation effective Deceriber 157, 2005,

- *Financial’ and 551520. Ontario Limited ‘amalgamated (the “Amalgamation”) to form -
- Bodkin Financial Corporatior {the "Amalgqmated Corporation™). .

.'AN_D' WHEREAS the Ama gamated Corpo.r_atiQn is the co,rpo:ratiori continuing fr_om the

Amalgamation, - - o

" ‘NOW_THE.REFORE this agreement withesses tﬁét for good' and va‘_luable' 'cohs'ider_ation_'
“(the receipt and sufficiency of which are hereby acknowledged), each of the Guarantors

acknowledges and agrees as follows:
1. 'Each Guarantor hereby acknow!edges the Amalgamation.

-2. Each Guarantor hereby acknowledges, confirms and agrees that the Guarantee
given by such Guarantor guarantees the indebtedness, liabilities and obligations
of the Amaigamated Corporation to. BMO, howsoever and whensoever incurred
(including the indebtedness,- liabilities and obligations of the Amaigamated ‘

- Corporation pursuant to the Loan Documents), whether’ incurred prior to or
‘subsequent to the. Amalgamation, all as though the indebtedness, liabilities and
obligations of the Amalgamated Corporation to - BMO had been originally -
‘guaranteed pursuant to the Guarantee by each Guarantor. ‘ ‘

3. Each Guarantor hereby acknowledges, confirms and agrees that the liens and
security interests granted to BMO pursuant to the Security shail contiriue’
notwithstanding the Amalgamation. ' o

Dock449345v1a o
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4. Each of the Guarahtee.;s and the 'Security is a valid, legal and 'binding obligation. -
of the Guarantor party thereto, enforceable against such Guarantor . in.
- accordance with its terms and is in full force and effect, unamended. '

DATED as of this 12" day of December, 2005.

BODKIN LEASING CORPORATION.

? -

Title: 7
| have éutho'rity to bin_d_th'e Corporatii;n. B
~ BODKIN CAPITAL CORPORATION

5-} o R I have authority to bind the Corporaticri
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THIS IS EXHIBIT “F” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3R
DAY OF OCTOBER, 2011

(e (o

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS




PLEASE REFER TO
VOLUMES II1 -1V OF THE
APPLICATION RECORD






THIS IS EXHIBIT “G” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3°P
DAY OF OCTOBER, 2011
SAM PHILIP? RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS




THIS MASTER ASSIGNMENT AGREEMENT made as of the 26th day
of November;, 1987,

BETWEEN:

THE MUTUAL LIFE ASSURANCE COMPANY OF CANADA, n
surnpany incarporated pursuant to the laws of Canada,
{hereinafter calted "Mutual”)
OF THE FIRST PART

- and
BODKIN LEASING GORPORATION, BODKIN EQUIPMENT LEASING
CORPORATION and BODKIN GAPITAL CORPORATION, corporatians
incorparated pursuant to the laws of Canada, -

(hereinafter jointly znd savarally callad "Assignor')

OF THE SECCND PART

and

551520 ONTARIO LIMITED (“Guarantor”), & corporation incorporated pursuant

{0 the laws of Canada, _ ‘
OF THE THIRD PARY

WHEREAS Assignor is in the business of leasing, selling énd finanging
equipment and vehicles pursuant to leases and other finance agreements;

AND WHEREAS Guaranior is guarantesing the performance of the Assignur -
under the terms of this Agreement; _

AND WHEREAS Mutual is prepared to take assignment of cartain rights
contained in such agreements upon the terms and conditions h_arein spocitied;

NOW THEREFORE THIS AGREEMENT WITNESSETH thatin consideration of
the mutual covenants herain contained and other good and valuable considerafion, the
receipt and sufficiancy of which is hereby acknowledged, the parties hereto agree fo
the terms set out below. ' -



1. INTERPRETATION

1.01 Definiions: In this Agreemient unless these is samething in the subject matter
or contaxt inconsistent therewith, the following words and phrases shall hava the
following meanings, respectively:

“Agreement” means this agreement 1ogether with any schedules hereto, any
amandments hersof or any addendum’s hereto;

“Approved Securities” means any securifies which Mutual shall, in its discrafion,
approve as acceptabla collateral to secure the ohiigations of Assignor to Mutual

heraunder:

"Assigned Laases® means the Leases in respect of which an Assignment of
Rights has heen mades by Assignor to Mufual purguant to the terms hereof, and
"Assigned Lease” shall have a comesponding meaning,;

“Assignment of Rights" means, with respest to any Lease, a written ass_ignmaﬁt
or grant by Assignor of the following rights with respect thereto:

{a} |

- {b)

©

{d)

©

4]

an absolute assignmént to Mutual, its successars and asslgns, of all
present and future Receivables in respect of such Leass;

a transfer to Mutual, its successors and assigns, of any credit owing or to -
becomea owing to Assignor with respsct 1o any patent and copyright
Indemnity clauses dualing with the Equipment relating therato;

. an assignment and transfer to Mutual, its successors and assigns, of the

benefit, it common with Assignor, of all covenants by the lessea under
such Lease, indluding the benefit of all indemnities and covenants with
respect to maintenance and repair of Equipment, paymeant of rent, use of
Equipment and insurance chligations;

an assignment and transfar to Mutual Life, its successors and assigns, of
any Guarantees in respgct of such Lease,; _

the grant of the right to Mutual in its own name or in the name of
Mutuals nominee to ask, demand, sue for, collect, receive and enforce
any and all sums payable under such Lease and to enforce all other
covenants, obligations, rights and ramedies under such Lease; and

the grant to Mutual by way of a first fixed charge of and a continuing
security interest in and to:

{0 such Lease and any amendments thereto; and

(i) the Equipment leased thereunder (including all additions,
replacements, substifutions, parts, accessions or’



attachments to or for such Equipment, whethar now or in the
future ownad by tha Assignor, if financed by Mutual Life):

- i} the Other Recelvables in respact of such Lease;

togather with all cash and other proceeds of the foregoing § ncluding but not
limited to Insurance or other procasds that indemnify or compensate Assigror
for any Equipment lost, damagex, destroyed, seized, confiscated or wrongfully
taken), and in all of Aaaignora rights end inferests thersin of any nature, as
security for the due payment of all menies from time to time owing under
such Leasa and fo compel the due performance by the Lessee of all of its
ohligations thereundser, and as security for the due performance by Assignor of
all of itz obligations heraunder and under the Bulk Assignment which includes
such Lease; such security inferest shall be subject to the rights of the Lessee
under the Lease and shall not include the rights validly & absolutely assigned
under subsections (a) through (f) above; and the security interest 5o created
shall attach upon the exesution of the Bulk Assignment arxd, with respect to any
rights ar interest acquired after the date thereaf, upon Assignor first acqumng

. such rights or interest;

“Asslgnmant Price” shall have the meaning ascribed thereto in Saction 2.0

"Bulk Ass&gnmehl" means an Assignment of R!ghté in respect of a group of
.Leasas 10 be made by Assignor to Mutual from time to fime pursuant ic the
terms of this Agreement; _

“Bulk Assignment Summary” means, with respact to a proposed Bulk
Assignment, a summary of the Leases comprising such proposed Bulk
Assignment, which shall be attached as an Appendix io tha proposed Butk
Assignment when deliverad by Assignor to Mutugl Life pursuant to saction 2.01
and which zhall givae particulars of, but not limitad fo:

() the term of each Lease;

(iy delails as to the jurisdictions n which the Equipment which [s the
subject of the Leases Is located and in which each Lease has been
registered,

(i) the payments to be made thereunder by the | essees and the dates
on which such payments are to be made:;

{iv} details as to any rights of termination or Early Purchase Opfions
confained In the Leases which are exercisable prior lo the end of the
term of such Leases;

The general farm of a Bulk Assignment Summary is attached hereto as
Scheduie B.

*Business Day" means any day of the weak on which Mutual transacts business
in the City of Toronto, Ontario;



- "Default” means the occurmence of an event of default nereunder as more
particulady stated in Arlicle 8;

*Discount Rate" means at the relevant time and with respect to a Bulk
Assignment the yield on a Government of Canada bond most clogely matching
the dollar weighted average term of the Bulk Assignment plus 1.5%, as of the
date of such Bulk Assignment, or such other rate of return {expreseed as a
percentage per month) as agreed upon in wiiting from time to tima by the
pariies hereto; ' -

“Early Purchase Option® under an Assigned Lease means the rightof the
Lessea Hereunder to purchase the Equipment leased pursuant thereto prior 10
the end of the tam of such Assigned Lease in retum for the payment of a sum
of money (the "Early Purchase Option Price”) '

"Equipmens’ means the goods and chatlels (including vehicles) daseribed ina -
Lease; '

"Einancial Stalaments” means, for any fiscal periad of Assignor, the

individual and combined financial statements of Assignor for such fiscal period,
consisting of a balance sheet and statements of income, retained earnings and
shanges in financial position and all notes thereto; o

"Guarantee" means any guaranies, pustponement or ofher credit suppert
documentation and rights given in connection with any Lease;

*Guarantor® means 551520 Cntario Limiled, as guarantor of the obligations of
Assignor in respect of section 10 of this Agreement,

" ease” means a laase approved by Mutual between Assignor and a Lessee
which Assigrior wishes to assign to Mutual and where made with refarsnce fo a
Masier Lease, means a schedule thereto, provided that Mutual, in its sole
discration, may, in writing, agree to treat as a Lease for the purpases of this
Agreement a lease purchased by Assignor which was originally made bizstween
a Lassee and another paity as lessar;

' assag" means the lesses or other obligor under any lease and includes
successors and permitted assigns; ' :

“Lisns® means any mortgage, charge, pladgs, lien, privilege, security interest,
hypothec, laase or other encumbrance (whether fixed or floating) of, upon or
with respect to the undartaking of a Person or any property or assels of any Kind
of such parson, real or persenal, moveabte or immovable, now owned or

hereafter acquired;

"Master Reserve Fund Agresment® means the agreament batween Assignaor,
Mutua! and the Person acting from time to time as the trustes, in the form
attached herato as Schedule *A"



“"Master Lease” means a master lease approved by Mutual betwsen Assignor
and a Lesses;

*Mutual Life Bank Account” means an account maintained at a recognized
Schedule A chariered bank in Canada in the name of Muiual Life and from
which no withdrawals will be permitted without authorization from a designaled
representative of Mutual Life; ' ' :

. "Neat Bock Value" in respect of a Lease, means the present value of the monthly
paymanis exclusive of taxes, if any, which remain payable under such Leasa
plus the guarantaad residual value exclusive of taxas, If any, of the Equipment,
if any, discounted at the rate equal to the Discount Rate; :

“Other Receivables” in respect of & Lease means monies and credits othar than
Lease Receivables owing or (o become owing in frespect of or related ta the
Equipment leased under such Lease whether during ur afler the term thereof
including, without Emitation, all ights fo amounts payable en account of any
S usage following the end of the original term of such Leasa or any sale of the
P ' equipment, in either cass whether or not by or to the Lessee under such Lease;

"Paymant Date" in respéct of a Leass, means the first day of each month;

"Parson” means an individual, a partnership, a corporation, a trust, an.
unincorporated organization, a government or any departiment or agency
thereof and the heirs, executors, administratars or othar legal representatives of
any individual; and words importing persons have a sinilar meaning;

P "Receivables" in respect of a Laase (sometimes herein called “Leasa
L Recelvablos™) maans all monies and eradits owing or to becomae owing by the
' _ Lessae under such Leasa in respect of the Equipment leased thereundar during

o the term theraof including, without fimitafion, &l rights to {j) all payments on

P account of monthly rert under such Leass, (fi} subject to section 8.01(s), Interest
on overdue payments in respect of monthly rent and ather amounts as provided
for in such Leass, (i} subject to section 6.01(1), payments in respect of any of
the Equipment mads on account of any ioss or damage thereto, and (iv) subjedt
to secticn 6.01(r), all amounts payable on account of any purchase of
Equipment or garly tenmination of such Lease prior to the expiry of the term
thereof,; :

"Subsidiaries” maans each and every body comporate of which Voting Control is
owned directly or indiractly by Assignor;

"Summary" in respect of any Lease, means the form of lease summary annexed
hereto as Schedule "B”;

"Voting Control” means the beneficial ewnership of voting shares of any olass of
a corporation carrying more than 50 percent of the votes for the election of

directors of such corparation.



102  Benerally Accepted Aecounting Principles. All accourting terms not
specifically defined herein shall be construed in accordance with generally accepted
accounting principles, All financial stataments referred to herein and all financial
calculations made as required heraby unless otherwise specified shail be preparedin
accordance with genarally accepted accounting principles applied on & consistent
basis. Except with the prior consent of Mutual, where fhe 'Canadian inslitute of
Chartered Accountanis includes a recommendation in its handbook cavering
‘accounting treatment or statemant preparation, such recommendation shall ba
rogardad ag the genetally accapted accounting principle applicable to the
circumstances and references fo “generally accepted acoounting principles” shall be
interpreted accondingly. '

- Notwithstanding irha immediately foregoing, Mutual agrees and accepts Assignors
method of presenting combined financial statements for all companies preparedon &
quartery and annual basis. :

1.03 _Articles. Sections, Headings. etc. Articles, sections and headings are inserted
for conveniencs anly and shatl not affact any construction or interpretation of this
Agreement. All reforences harsin to sections, subsections, paragraphs and olher
subdivisions of this Agreement, and the words, “harein”, "hereof, "hereby”, "hereta”,
"hersunder” and words of similar import; refer to the Agreement as a whole and not to
any particular section or subdivision hereof. =

404  Number and Gender. Words importing the singular number only shall includs
the plural and vice versa, words Importing persons shall include firms and corparations
- and vice versa and words imperting any gender inciude the othar genders.

1.05  Severability. If any provision of this Agreement i prohibited by, or is invalid or
unarforceable under, any applicable law, such provisions shall be inaffective to the
extent of such prohibition without invalidating the remaining provisions hersof,
provided, however, that whaere the provisions of any such applicable law may be
waived, they hereby are waived by Assigror 1o the full extent penmitted by law to the
end that this Agreement shall be valid and binding agreement enforceakie In
accordance with its terms. . o

1.08 Currency. Except where axpressly provided otherwige, el referances in this
Agreement to sums of money are to lawful money of Canada, -

1.07 Govaming | aw. This Agreement shall be deemed tci have besn made under,
and shall ba govemned by, the laws of the Province of Ontario. ‘

1.08 Confiict. All documents required 1o be delivered by Assignor hereunder or in
connection with any Assignment, including any Lease, are subject te the provisions of
this Agreement and in the gvent of a confiict batwaen this Agreement and the express
provisions of such other documents, the provisions of this Agreement shall govem.



1.08 Schedulas. The following are the schedules attachad to and incorporated in
this Agreement by refarence and deemad lo be part hereoi:

Schedule A - Master Resesve Fund Agreement

Schedule8 - Summary
Schedule C -  Assignment of Rights

g2 ASSIGNMENT FACILITY

201 Bulk Assignments - Offer. Assignor may from time to time during the pericd
commencing on the date hereof and ending on September 1, 1998 {or such extended
period as may be agread inwriting by Assignar and Mutual} offer to inake a Blulk
Asgignment fo Mutual in accordance with the terms of this Agreement.

202  Buylk Assignments - Acceptance.. Subject to Section 2.01, Assignor shall be
entiled, but shall rot be obliged, from time to time, not more fraquently than monthly to

request Mutual to accept a Bulk Assignment that:
(i} the aggregate Assignment Prices in respect of a Bulk Assignment is not
less than $500,000.00; _

(i) the aggregale of all Assignment Prices paid for Bulk Assignments made
hereunder shall not any time exceed $18,500,000.00;

i) - the term of the leaszes relating to any Bulk Assignment shall not oxcead

' 72 months and such leases shall have a dollar weighted averags tenm
that is batwean 3 and 4 years: _

the doliar weighted average term of ihe Bulk Assignment equals the sum
of the factors’, as calculated for each of the Leases, on a pre-tax basis,
in the Bulk Assignment using the following formula:

factor for each Lease in the Bulk Assignroent = aggregate remaining
payments for the Leass in the Bulk Assignment / aggregate nemaining
payments for alf Leases in the Bulk Assignment x remaining term of the
Leasea in the Bulk Assignmant

M)  exceptas may be specitied in writing, the Assignment Price with respect
to any particular Lease shall not excesd $300,000.00.

203  Agsignment Price. The Assignmsnt Price in respect of each Assignment of
Rights shall be equal to the Net Book Valug of the Leases ta which the Assignment of
Rights retate described In the Summary, valculaled as al the date upon which tha Bulk
Assignment is lo be made by Assignor to Mutusl. '



204  Fess. All amounts raceivad by or due to the Assignorin respett of each
Lease before the date of Assignment of Rights relating thereto to Mutual shalt be
treated for all purpases as faes for services rendered by Assignor in connection with
the negotiation, settlement and administration of such Lease.

. 208 Expiry. After tha axpiry of one year from the date hereof, unless otherwise
agread to by Mutuai, Mutual shall nat be under any further chligation to complete any
Bulk Assignment.

3. SECURITY

3.01 Pavments to Reserva Fund. Concumently with the making of any Bulk
Assignments hereunder, Assignor shall contribute to the Reserve Fund an amount
equal to 5% of the Assignment Price payable by Mutual in respect of such Assignment
of Rights. Interast on ali amounts heid in the Reserve Fund shall become parl of the
Reserve Fund. At no time shall the Assignor be required to pay Into or to maimtainan
amount in the Resaerve Fund in excess of §.5% of the Net Book Value of all outstandmg
Assigned Leases as calculated at any tme. _

302  Withdeawals from Resarve Fund, Withdrawals from the Reserve Fund shall be
in accondance with, and subject to the terms of, the Master Reserve Fund Agreemsnt.

3.03 Becurities in Lieu of Cash. With respect te any oblgations of Assignor fo
make contributions to the Reserve Fund, Assignor shall have the optioh to conhribute
Approved Securilies, endorsed in blank, to the Reserve Fund in lisu of sash, such
Approvad Securities to be held by Mutual upon the terms and conditiors speclfied in
tha Master Reserve Fund Agreement. In the avant that Assignar exercises its option fo
sontribute Approved Securities in lieu of cash, then Asslgnor shall contribute Approved
Securities with an aggregate niarkeat value that is at least 125% of tha amount of cakh
that Assignor would otherwise be required to contribute. Dividends paid on any
Approved Securities contributed to the Reserve Fund shali become part of the Reserve
Fund. .

4 CONDITIONS PRECEDENT TO ASSIGNMENT

4.01  Conditions Precedent to oach Assignment. That pﬁur to the making of each
Bulk Assignment, Assignor shall deliver_to Mutizl the following:

(@ . Summary- 8 Summary (in duplicate) duly executed by Assignor in the
form of Schedula "B

(b Loase, the original Tully éxacufad Léase(s} identitied in the Sumimary
deliverad to Mutual, containing a complete description of the Equipmant;

(c) Acceptance Certificate - the fully executed equipment aocéptance and
leaso commencement certificate obiained in respect of the Equipment



and the subject L ease(s), pursuant to which the applicable Lesses has
eonfirmad the delivery of the Equipment, s accaptance of the
Equipment without quatification and the commancement of the Lease(s);

(d) Title- evidence that Assignor has titie {o the Equipment;

(e) Bills at Lading - at the request of Mutual, an acknowledged copy of the
bill of lading or other praof of the date of delivery of the Equipment to
Assignor or pursuant to is direction; '

N Compliance with Ragistration Formslities - evidarice of the registrations,
recardings or filings mads to perfect or otherwise protect the interest of

Mutual in the Leases and the Equipment, &} in accordance with the
provisions of Section 6.01; '

{(g) Representations and Warranties - a certificate from an officar of
Assignar confirming that the representations and warranties of Assignor
set forth in Section 5.01 heract shall ba true and correct as at ihe date of
such Assignmant; there shall not have been a default under Article 8
which is continuing and no other condition, event, act or omission shall
have ocourred which, with the giving of notice, iapse of time, or both,
would constilute a defzult under Article 8 In the form of Schedule “C';

(h) Credit Report - a copy of ifie credit report prepared by Assignor and all
' sther credit information in respect of each Lesses associated with the
subject Leases and Assignor shall make available for inspactian by
Mutual Life ait of Assignors files yelating to such Lessee, :

(i Other Documents - all other documentation or such athar avidence ags
Mutual may reasonably request to establish the consummation of the
transactions contemplated by each Bulk Assignment and this Agreement
and the taking of all praceedings, corperate or otherwise, in connection
therawith shall have been received by Mulual, and the form and
substance of all such documentation and other evidence shall be
satisfactory In all respects to Mutual; and

i Further Assurances - Mutual ehall have recsived such instruments and
other documenis as Mutual may reasonably request in connaection with
the Butlk Assignments, and all sueh instruments and documents shall be
in form and cortent satisfactory fo Mutual,

4.02 Acceptance of Bulk Assignment. Upon receipt of the Summary described in
Section 4.01(a), Mutual shall have the right fo review the Leases included therein and
Assignor's financial records with respect thersto and Mutual shail have the right to
require the remavat of any Leasa(s) from such proposed Bulk Assignment as Mutual
shali in its absclute discretion delermine. If Mutual in its absolute discretion agrees to
accept all or any portion of such Bulk Assignment, Mutual will executs the duplicate of
the seid Summary so submitied (after having made such delations of Leases as it may
require) and daliver the same to Assignor together with ite cheque, in full payment of
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the purchase prica, against delivery of tha documents referred lo In Section 4.03to
Assignar. _ ' '

403 Documentation - Contemporanecusly with the receipt of the Summary
executed by Mutual, Assignor shall defiver to Mutual an Assignment of Rights with
respact to the Leases included in such Bulk Assigninent, to be effective upon delivery,
and to be registered by Assignor, within the appicable time imitations, and in such
jurisdictions in which registration is necessary to preserve the righls and priorities
intonded to ba created theroby, provided that as soon as possible tharaaftar Assignor
ghall defiver to Mutual satisfactory evidenca of all such registrations.

404 Legal Opinion - Concusrently with the execution of this Agreement, Assignor
shall daliver to Mutual the favorable apinion of counsel to Assignor, respeciing such
rnatters and in such form as shallbe salisfactory to Mutual and its counsel. -

- REPRESENTATIONS AND WARRANTIES

5.01 By Assignor Assignor heraby makes ihe following representations and
warranties and agrees that such representations and warranties shall be true and
correct at the time of making any Assignment hereunder and ackrowledges and
canfirms that Mutual is relying on such representations and warranties for all purposes
- {n connection with this Agreemant: _ '

(8} Existence - Assignor has been duly incorporated and is a validly
subsisting corperation iy good standing under the laws of its jurisdiction
of incorparation within Canada and is duly qualified to carry on its
buginess under the laws of avary jurisdiction In which the nature of the
business conductad by it or the property cwned or leased by it makes
such qualification nacessary; ' :

{b)  Corporate Authority - Assignor has the powar and authority to hold its
property and assets, to entar into this Agreement and the Master
Reserve Fund Agreement, to execute and deliver and performits
obligations under this Agreement and the Master Ressrve Fund
Agreement and each lease and to do all such acts and things as are
required hereunder of thereunder to be done, observed or performed;

{c) Corporate Proceedings - the execution. delivery and periormance of this
: Agraement, the Master Reserve Fund Agreement and each Bulk
Assignment and the execution, Issuance, delivery and performance of
each Leasse have been duly authorized by all necessary corpurate action
on the part of Assignoer, its directors, officers and shareholders; ang no
such sction requires the consent or approval of any regulatory or
govemmental authority or agency having jurisdiction over it;

{d)  Execution, Delivery and Enforceability - this Agreement, the Mastar

Reserve Fund Agreament, each Bulk Assignment and each Assigned



"

Lease have been duly executad and deliverad by Assignor & constitute
valid and legally binding agreemants and ohiigations of Assignor,
enforceable in accordance with thelr terms, provided that enforceability
of any provisions or of any rights granted to Mutual pursuant 1o this
Agreement, the Master Reserve Fund Agreement of any Lease

may be subject fo or affected by applicable bankruptcy, inswiverncy,
moraterium, reorganization, personal property security or similar laws
affecting the rights or creditors generally and that equitabla remedies,
such as spodific parformance, are in the discration of the court;

(e)  No Conflict - neither the exacufion and delivery of this Agreement, the
Master Resarve Fund Agreement, any Bulk Assignment or any Assigned -
Lease nor complianca with the terms and provisions hersof or thereof
will contlict with or result in a breach thereof or any of the terms,
conditions, or provisions of or constiute & default under the charter
documents, the by-laws or resclutions of or any unanimous shareholders:
agreament of Assignor or its diractors or sharsholders or of any law,
regulation, jutdgment, dacroe or any order to which Assignor is subjact
or of any instrument, mortgags, lease or agreament to which Assignoris

- a party or by which'it or its assets may be bound; nor will such exeaution, .
dalivery or compliance result either in acoelaration in the time for
performance of any obligation by Assignor of in the creation ar any Lien -

* upon any of the properties or fghts of Assignor, '

(- No_ Default - Assignor s not in default, and there has occurred ric event
which, with nolice or lapse of time, o both, would constitute a default.

. undler any materiaf obligation or under any material icense or
authorization, which default or evant might iave consequences which
matariatly and adversely affect its business or property, excapt a default
which is baing contested ir good faith, with reasonable dispatch and by
appropriate proteedings;

{g)  Licenses - Assignor holds ail licenses and authorizations from all
regulatory & govermnmental authorities or agencies required In order to
permit it to carry on its business as conducled on the date horeof,

(hy Litigation - there are no suits, actions, litigation, arbitrations or
govammentsl proceadings pending, or, to the best of the knowledge of
Assignor, threalened, against Aasignor or any of its properties or ights
ar any of |ts officers or diractors it connection with the affairs or with
respact to matters arising out of its business, nor is Assignor or any of its
respeciive properties or rights subject to or affected by any existing
judgment, order, decrea or other governmanial action or proceeding
pentling ar, to the best of the knowledge of Assignor threatened witich,
In any case, might materially and adversely affuct Assignorin (he
operation of its business or any of its respective properties or rights or
which would prevent, hamper or make illegal the transaction
contemplated by this Agresment or the Master Resarve Fund
Agreement; and o
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@  Assignor does not have any Subsidiaries.

* And, with respect to each Assigned Lease, as at the time of Bulk Assignment
relating therato: - '

)] Obligations as L.essor - all covenants and obligations of any kind

: whatsoever to be parformed or fulfilled by Assignor under each Lease
including el conditions precadent fo the obligations of the Lessee o pay
the Recsivablas have bean duly psriormed or fulfilled;

&)  Subjactleases - Except as disclosed in writing to Mutual, in respact of
each lease described in 38 Summary:

()] Assignor has ot givan any consents, approvals or walvers under
or in respect of the Leass in respect of which the assignment is
made which would in.any way impair the rights of Assignor which
are fo be assigned te Mutual; :

()  there has baen no prepayment of Recelvables, except as
requirad by the Lease;

(M the Equipmeni has been delivered, installed and accepted by the
- Lessee and, to the best oF Assignor’s knowledge and balief, the
Egquipment is in go0d operating condition,

(iv) - the subject Lessee has na valid basis for contestation of Mutual's
right to receive the Recaivables at the times and in tha full
amounts (without set-off ar abatament whatsoever) as set out in
the subject Lease and notwithstanding any claim by tha Lessee
relating o the repairs or adjusiments o the Equipment or the
intarruption of service or loss of use of tha Equipment, or any loss
of business or damage howsoever ¢caused; arid

{v} the Lease and any Guarantes ars genuine, complete and in all

~ respects what they purport fo be and the Leasa and any ,

Guarantee are valid and legally binding obligations of the subjact
Lessee and guarantor, as the case may be, enforceable in
accordancs with its terms subject to bankruptcy, insolvency, -
personal property security or similar laws affecting creditors rights
and the discretion that a court may exercise in the granting of
equitable remsdies;

0] Title to the Equipment - Assignor has good and marketable title to the
Receivables and good and marketable title to thie Equipment, frae and
clear of all defects, set-offs, counlerclaims, Liens, claims, taxas,
charges and encumbrances of any nature or kind whatsocaver excapt for
such taxes that are not yet dus and payable and except for the rights of
tha Lessee to the Equipment under ench Lease;
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No Competing Intergsts - rio other persdn. firm or corporation has any
pricr right, title or interes! in and te the Recaivables and the Equipment,
which has not been waived in writing;

Security Interest Constituted by the Lease - subjact to Section 6.01(d), in
the event that the Lease or any Guarantee creates a securily interest in
tavour of Assignor such securily interests have been duly and validly
perfectad by the propar and timely registration of al documents required
for such purposes in the applicable jurisdiction and has continued o be
duly ard validly perfected without interruption from the time of such
ragistration;

Absence of Default - sach Lease is in full force and effect, unamended
and there exists no event of default under any Lease and no event has
occurred which would with the giving of ncfice or lapse of time or both

constitute an event of default under any Lease; ,

Igggg-« no sales or other loaxes ama payable in respect of the

Racalvables except for such taxes which the Lessee under each Leasa

" will be obligated to pay;

Priority of Mutual's interest - Assigror has not granted and will not,
withaut the prior written consent of Mutual, grant, assume or allow fo
exist any Lien In favour of any party which would be capable of ranking
ahead of pari passu with Mutual's interesta hereunder or under tha Bulk

Assignment

502  Matersl and Survival of Warranties. All representations and warranties of
Assignor contained herein, and alt representations and warranties contained in any
certificate or material delivered hereunder, shall be deamed to have been relied upon
by Mutual notwithstanding any invastigation heretofore or hereafter made by Mutual or
by its counsel or by any other representative of Mulual and shall survive the completion
“of any and all Bulk Assignments and contiru@ in full force and effect for the benefil of
Mutual and kts sssigns without limitation. : o

8.

COVENANTS

8.01 Covenants of Assignor. Assignor covenants and agrees with Mutual that
Assignor shall observe and perform the covenants set forth in this Section 8.01:

@

Assignor o Administer Leage - in conniection with each of the Leases,
Assignor shall provide to Mutual the foliowing services:

M Assignor shall continte to duly and punclually perform and
observe all of the covenants and chligations of the lessor under
sach Lease and maintain such records in respact of each lease
and Fquipment as prudent business practice would require;
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'
Assigrior shall use its best afioris, a .- or Mufual, to collect
or cause to be callectad from each Lesséd on behalf of and hold
in trust for Mutual, the Receivables payable pursuant o each

Lease {including, but not limited to, applicable taxaes in respect
thereof) at the time or times specifiad In each Lease;

Assignor shall hold all such Lease Raceivables for alf Assigned
Leases in trust for Mutuatl Life and such Lease Recelvables shall
ba arid be deamed to ba hold separats and apart from Assignor's
own property and the property of any othar Person,; in
accordancea therewith, Assignor shalt deposit all amounts
received from each Lessee {after recording and handling
GST/PST alernents) on account of such Lease

Regeivables into the Mutual Life Bank Account no later than the -
day following the date of Assignor's knowledge of the receipt;

subject to Section 6.01{d) and {f}, Assignor shall promptly and on
a timely basis effect and properly complete all filings or.
recordings required in order fo pratect Assignor's & Mutual's
interasts in each Assigned Leass and in the Equipment subject
thereto whether necessary by law or reasonably prudent for the
protection of such interests under applicable parsonal property
sacurity or bill of sale legislation and Assignor agrees to '
indemnify and save haimloss Mulual with respect to any loss,

_cogts, damages or expenses which Mutual may suffer or incur as

a result of or arsing out of, directly or indirectly, any failure by

- Assignor to so do {and Mutual may undertake the same atthe .

cost and expense of Assignor but without obligation or
rasponsihility for any omission or invalid accomplishment thereof);
ardd

Assignor shall attend to all dealings with Lessees with respect
to eary buyouts or upgrades of any Leases and account to
Mulual for the proceeds thereof in accordance with Article 11

 hereof. . :

{b} Montﬁlz Reporting -

®

()

Assignor shall prepare and provide to Mutual within fifteen (15)
days following the end of each month a monthly report for each
ofthe Leases indicating the number and amount of payments to
date, the number and amourits of payments ta date still
outstanding under the Leass, and the number and amount of
payments in arrears, if any, and such other information as Mutual
may from time to time reasonably require; -

a monthly report aggregaling for all of the Leases in effect as at
the end of the menth the information referred ia in paragraph (i)
above;
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Repayment and Collection - Assignor shall pay to Mufual on the
Payment Date in raspact of sach Lease, all Recelvables aciually
recaivad by it pussuant 1o such Lease. Any amears of payment
oscasioned by the delay of Assignor in paying Receivables in respect of
which it has an obligation to pay to Mutual shall bear interest at a rate
per annum equal to the lesser of () the Discount Rate agreed upon i
respect of the subject lease plus six (6%) percent and (i) twanty one
(2135} poreant;

Registration re Leasas - subject to any express waiver which iz
containad in the Summary relating to a subject Lease and which is given
by Mutual, in writing, in respect of the registration requirements for
partaction of any security interest constituted by such Leass, Assignor
agrees to make or cause to be made such ragistrations and further
assurances as shall be necessary or of advantage to perfect or
otherwise protect the interest or security interest of Assignor or Mutual,
and their successors and assigns, in raspect of each Lease for which the
value of the Equipmant describad in the Lease is at least $5,000.00 and
to deliver to Mutual evidenca of such rapistration:

Registrations re Agreement - Assigner agrees to make or cause to be
made such registrations and further assurances as shall be necessary of
of advantage to perfect or otherwise protedt the interest or security
interest of Mutual, and its successors and permitted assigns, under this
Agreement and to defiver to Mutusl evidence of such reglstration.

Mutual hereby guthorizes Assignor to make such regisirations as agant
for Mutua;

Registrations or Bank Waivers re Asslgnment - Assigndr agrees to maks

- of cause to be made such ragistrations and further assurances as shall

be nacassary or of advantage to perfact or.otherwis¢ protect the interest
or security interest of Mutual, and its successors and permitted assigns,
under each Bulk Assignment and to deliver to Mutual evidence of such
registration in conjunction with each Bulk Assignment. Mutuat hareby
authorizes Assignor o make such registrations as agent for Mutual; or,
Assignor shall gbtain from its opsrating bank{s) a waiveri(s) {in written
forr with substance satisfactory to Mutual Life and which Is in full force
and offoct as of the relevant time) agreeing to release or subordinate in
favour of Mutuzl Life any interest in the Leases relating to the Bulk

Agsignmeant.

Review of Documentation - Assignor agrees that Mutual shall be allowed
at least five {5) Business Days to review all documentation submitted 1o
Mutual in connection with any Assignment of Rights requested and that,
in Mutual's discretion, Mutual shall be entitled fo forward alf such
docurnentation to Mutual's counsel for review,

Recourse of Mutual Against Lessee - Assignor agreas to co-operate fully
with Mutual should Mutual exsreise ks right of recourse against the

Lesses and Assignor agrees to execute such further assurances o



®

@

()

®

(m)

18

corfirm that Mulual has full right of recourse against tha Lassee;

Taxes. etc. Payable by Assignor - Assignor agreas to make such
payments required to be made by It in respect of tax payable by the -
Lessea under any | ease and collected by Assignor pursuant to the
provisions of the Retail Sales Tax Act {Ontario) or the comesponding
leglsiation of any applicahle jurisdiction, as the case may be;

insurance - Asgiguor agroes to maintain appropriate property and lability
insurance with respact to all leases and Equipment;

Indemnity - Assignor shall indemnify and save Mutual hammiess from and
agalnst any and all liability, loss, harm, damage, cost or expense,
including reasonable legal fees and including loss of margin or profit,
which it may suffer, incur or sustain as a restlit of or ansing out of the
negligant or wrongful performance by Assignor (including its smployees,
agsnts or sarvants) of any of its cbligations under this Agreement or its
failure to perform any of such cbligations unless in any of the faregaing
circumstances such liability, loss, harm, damage, cost or expenselisa
rasult of or arises sofely but of the negligence of Mutual, its employees,
agents or sefvants. Mutual doss not assume, and shall not by virtue of
this Agreement be deemed to assume, any obligations whatsoever

- under the Leases or in respect of the Equipment, including, without

limitation, any obligations relating to the installation, maintenance and
repalr of the warranty made by Assignor to the Lessees or arising by
operation of law in respect of the Equipment or the Leasas and daims by
third parties relating to any Infringement of pateni, copyright or other
rights, and Assignor shall indemnify and save Mutual harmiless from and
against any liability, loss, harm, damage, cost or expense, including
reasonable legal fees, arising from any deemed assumption of such
abligations;

Assignor to Cany on Businass - Assignor shall keep in full force and
affoct its corporate existence, shall diligently maintain, use and operate
its property and shall cary on and conduct its business 1o be caried on
and conducted in full compliance with all epplicable laws and in a proper
and efficlent manner so as to presarve and protect such property and
the samings, incomes, rents, iszuas and prafits theraof, and shall
promptly provide to Mutual all reasonable information requested by
Mutual conceming the business, property, assets and financial condition

of Assignor;

Inspoction - Assignor agrees to permit Mutual or its employees or agents
tc attend at and inspect the books and records of Agsignor i respect of
any Lease or Equipment at any time and trom time to time during the
tarm of this Agresment during business hours and without unreascnable
distuplions. Assignor agrees to co-operate with Mutual's repraesentalives
in this behalf and it agrees to provide such information as Mutual may
ressonably require in respect of any Lessae, Lease or Equipment,
Mutuzal shall be entitled 1o receive copies of any such written informatien
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as it shall reasonably require from Assignor under this paragraph;

Natice of Default - promptly and ir any event no later than 10 days after
obtaining knowledge thetsof, Assignor shall nofify Mutual of the
occurence of a Default or the scourrence of any event oy circumsiance
which following the giving of notice or the expiry of time or both would
constitute a Default and shall deliver to Mutual 3 statement specifying
the details of the facts thereof and of the action which Assignor
propeses 1o 1ake with respact thereto;

Litigatisn and Change of Nams - Assignor shail netify Mutual in
the event any material fitigation is commenced or contemplated by any
1 essee against Assignor and Assignor has receivad written notice of the
same. In the event of any change of name, Assighor shall give Mutual at
1gast ten (10) Business Days notica prior to the effectiva date of such

change,

. Mo Diefributions - Subject to Section 6.01(w), Assignor shall not make

any distributions to its shareholders by way of dividend, redemption or
retum of capital without the prior consent of Mutual which consent may
not be unreascnably withheld or delayed;

Financial Statements - Assignor shall.

'@  within 80 days of each fiscal quarter provide Mutual with

unaudited Financial Statements for such period; and

@)  within 80 days of each fiscal year end, provide Mutual with
audited Financial Statements for such period together with a
report of its auditors thereon; :

Provided that all such financial statements shal be prepared in accoruance w;th
" generally accepled accounting principles: :

{r}

Equipment and Assigned Leages - Assignar will not accept the retum of
any of the Equipmenit or modify or terminate any of the Assigned Leases
in whole or in part or agree to a reduction of rantais thereunder nor will
Assignor sell or otherwise dispose of any of the Equipmeant (excapt as
exprassly permitted hereby), provids or deliver any consent or waiver
unider or in connection with any of the Assigned Leases, nar permit any
of the Equipment to be moved from its current location except as
deemed to ba in the normal course of business by Assignor and wiere
Assignor decides, as agent for Mutual, that Mutual's rights and Inierests
are not impaired, Uport recelpt by Assignor of any notice given pursuant
to any of the Assigned Leases, Assignor shall forthwith furnish a copy
thereof to Mutual, In the event any of the Equipmant comas inlo
Assignor's possession, Assignor will proceed to disposa of the
Equipment through Assignor's normat business procedures and will
report on tha rasults of any such disposition 1o Mutual at the end of each
month In which there has been a disposition; -
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Appainiment as Collection Agant - Notwithstanding the provisions of the

faregoing paragraph (t} or anything to the contrary herein, but without
limiting Mutual's rights under any Bulk Assignment or otherwise
hereunder, Mutual hereby appoints Assignor as its agent to coliect on
behalf of and remit to Mutual all payments owing by each Lessee
pursuant to the Assigned Leases on account of amounts hereby

- assigned to Mutual until Assignor shall be otharwise netified by or on

behalf of Mutual. Assignor agreat 1o hold in trust for and remit {o Mutual
forthwith upon receipt, all payments collactad or received by it from each
Lessee pursuant to a Lease on account of Receivables, provided that if
Assignor makes payment to Mutual in accordance with Sattion €.01(c)
then notwithstanding Assignar's agreemert to remit such amounts to
Mutual, Assignor shall be entitled to retain any payment made by a
Lessae, Including any interest, on account of the monthly rent payment
or payments under the applicable Lease in respuct of which Assignor
has made paymeil of the same amount 1o Mutual]

Compliance with Laws. etc. - Assignor shall kaap in full force and effect

gl rights, licenses, leases and franchises raasonably necessary {o the

conduct of its business and comply with (i) all applicable laws and
regulations wherever its business is sonducied, (i} the provisions of its
charter documents and by-laws, and (i} all agreaments and instruments
by which it or any of its properlies or assats may be bound and all
applicable decrees, ordars and judgments, in each case in such mannes
that there will not result & material and adverse effect on the financial
condition, properties or business of Assignor, '

Sale of Equipmeni, efc, - Assignar shail not enter into any agreament or
do any other thing to derogate from its grant under any Bulk Assignment
or materially prejudice the fights of Mutual thereby created; subject to the
foregoing it is acknowledged that Assignor may sell any Equipment and
any rights R may have to ¢laim capital cost aliowance thereon but such
sale shall be subject to Mutual's rights hereunder and under the

“applicable Bulk Assignment and the Lessee's rights under the applicable

Asgigned Lease, and provided further that prior o any such sale
Assignor shall deliver te Mutuat the purchaser's written ackriowledgment
of and subordination to Mulual's rights hereunder and under such Bulk

Assignment.

 Mutua] Life Bank Aceount. - Assignor shall have no beneficial interest in

the Mutual Life Bank Account or any interast or other income samed
thereon. Assighor shali report to Mutual Life monthly as to ell Lease
Receivabies deposited by Assignor to the Mutual Life Bank Account and
Assignor shall raview any staterments and other reports provided to it in
connagtion therewith to ensure the accuracy thereof and shall provide
copies of all such statements and reports to Mutual Life. Aseignor shall
be entitled to ali interast eamed on tha Mutual Life Bank Account. Any
interest samed shall be dispersed to Assignor by Mutual Life on the last
Business Day of each month. Any balance remaining in the Mutual Life
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~ Bank Accourt on the last Business Day of aach month {as a result of
Lessaa’s payment of Leass Receivables in advanca) shall be leftin the

account.

(w)  Minimum Equity Covenant. - Subject to Section 8.01(p}, Assignor shall
 maintain a minimum equity position Enduding director and shareholder
loans) of $2,500,000.00 to be verified by audited Financial Stalemernts of
the Assignor. ‘

602  Covenants of Mutual. Mutual covenants and agrees with Assignor that Mutual
shall observe the cavenanis set forth in this Section 6.02:

(ay Quiet Eniog ment by Lesses - Mutual agrees that it shall not disturb any
Lessee's right of quiet enjoyment under each Assigned Lease so long as
no default has occurred under any such Lease; and

{b) Dealing, with Lessee - until such fime as & default has cccumred under an
. Assigned Lease. or there shall have occurred any Default hareundar or
any event which, with nolice or lapse of fime, or hoth, would constitute a
Dafaull or entitle Mutual to declare a Default hereunder and subject 1o
Section B.01(r), Mutual hereby appoints Assignor as its exclusive agent
to deal with the Lessee or any sompany affiliated with the Lessee in
relation to mattess arising under such Lease.

7.  DEFAULT BYLESSEE

7.01 Dafaull by Lessee. If a Lesses under any Assigned Lease has discontinued,
for & period of not lass than sixty (80) days, the payment of tha amounts described in

' the Summary provided in nespact of such Lease as amounts payable by the Lesses
{whethar or not the Lessee is justified in doing so}, Mutual shall be entitied, in its scole
discretion, but subject 1o the limitations in Section 10.02, to require Assignor (or

- Guarantor) to repurchase the Lease in default at a purchase price equal to the Net
Book Value of the amounts remaining unpaid in respect of such Lease, discounted at
the Discount Rate applicable to such Lease, In tha event Assignor (or Guarantor) does
not repurchase the Lease when requested to do so, Mutual may, at its option, withdraw
the appropriate purchase price from the Reserve Fund ¢r may, at its option exercise ifs
remedies against the Lessee under the said Lease, without prejudics to Mutual's right
to recover from the Reserve Fund any or all amounts owing to Mutual hereunder.

& DEFAULT BY Assignor

801 Default. Assignor shall be in defaull under this Agreement if bankruptcy,
insolvency, winding-Lp, fiquidation, disselution, recalvership, raorganization or similar
procgedings are brought by or against it or if Assignor makes an assignment for the
benefit of its creditors or It a receiver of receiver and manager Is appointed in respect of
Asslgnor or ail of its property, or if @ material parl of Assignor's property is seized or
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taken into posgession under any judicial procass or otherwisa and such proceedings
are not contested in good faith by Assignor.

8.02 Idem, In tha event Assignor breaches or fails to observe any covenant
contained in this Agresment and if such breach or failure shall continue for ten (10)
business days after Assignor has received notfication thereof from Mutual or if any
representation or waranty made by Assignor shall be found to have heen matarially
incorrect, false or misleading at the time it was made Mutual may, in its sele discretion,
daclere Assignor to be in defauit under this Agreament.

203 \dem_ if Assignor shall make defaull in any payment which it has an obligation

harsunder to be made to Mutual as and when the same shall be due and payable,

_ Matual may in its sole discretion declare Assignor te be in defauit under this
Agreament. ' T :

8.04 Idem. If Assignor shall cease or threaten to cease 1o Cany on business Motual
may, in its sole discretion, declare Assignor to ke in default under this Agreemeant. :

8.05 idem. If @ compromise or arangement is proposed by Assignor to its creditors
or any class of its creditors including, withoutlimitation, any proceeding under the -
Companies' Creditors Arangement Act, Mutual may, In its sole discretion, declare
Assignor to be in default under this Agreement. '

B.06 idem. If the beneficial ownership or control by agreement o otherwise of the
shares of the Assignar, tanying mere than 50% of the voting rights ordinarily exerclsed
at 3 sharehgiders mesting is reduced to 50% or less than 50% SAVE AND EXCEPT
where such change in control is to a corpuration or individual having the same financial
sirength as the Assignor at the time of the change of control. -

Q. REMEDIES

9.01 Defauit by Assignor. If a Defauit should occur and continue unremedied,

- Mutual may require Assignor to notify all or any Lessess that all futura payments to be
made under Assigned Leases should ke dirested fo Mutual {or its agent ar nomingee}
and Assignor hereby constitutes and appoints Mutual its mevocable attorney to execule
such decumentation, give such notices and lake such steps as may be necessary, in
the absolute discretion of Mutual, to camy out the intent of this Bection 8.01..

8.02 Realization on Default. If Assignor shall have commitied a Default under
Article B and tha sama shall be continuing, Mutual shall not be underany further
obligation to complete any Bulk Assignment and Mutual shall be entitled to realize on
the security interest created by the Bulk Assignments and this Agreement and to
demand payment from the Trustee pursuant to the tenws of the Master Reserve Fund
Agreement. Without limiting the genarality of the foragoing or any other provisions of
this Arficle S, Mutual shall have, in respect of its security interest hereunder and under
all Bulk Assignments, all rights and remedles of a secured paity urider the Personal
Properiy Security Act (Ontaric). :
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6.03 Set-Off. Upon the occurrence of a Default, Mutual is authorized, at any fime
and from time to tme, without notice to Assignor or any othar Persan, any such notice
baing hereby expressly waived, to set-off and to appropriate and apply any and all
deposits, general or spacial, and any other indebtedness or properly at any time held or
- gwing by Mutual to or for the credit or the account of Assignor, whether or not related to
~ this Agreement or any transachon or ocourrence hereunder, against and on ascount, of
the indebtedness and other ligbiliies of Assignor to Mutual hereunder and under any
Bulk Assignmant, regardiess of whether or not Mutual shall have made any demand
hereunder or thereunder, snd although such liabilitisg, or any of them, shall be
contingent or unmatured. The rights and remedies granted to Mutual under this section
shall be in andition to, and not in substitution for, any rfights or ramadies, including,
without limitation, any right of set-off, to which Mutual may otherwise be entitled.
Assignor shall not be entitled to deduct or sef-off any amaunt that is owed or claimed {0
be owed by Mutual ko it {other then an amount declared due in any final judgment of a
court of competent jurisdiction in respect of which no appeal is pending or may be
teken) from any amount of principal, Imerest or other sums due from Assignor under
this Agreement or any Bulk Assignment, '

904 -  Remedies Upon Default in the svent i Default has occurred and is

~ continuing, Mutual may snforce its remadies to the full extent permittad by applicable
law, this Agreament and the Bulk Assignments and, for any of such purposes, .
commence such jegal action or proceadings as Mutual asting in its sole discretion may -
deem expedient all without any notice, presentation, presentment, further demand, -
protest, notice of protest, entering into possession of any of the undertaking, property
or assets of Assighor O any other action, notice of all of which are hereby expressly -
waived by Assignor, except to the extent set forth herein. Withaut limiting the generality
of the foregoing, Mutual may from time to time esll at public or private sale or otherwisa
reslize upon all or any of the security interests created by this Agraement and the Bulk
Assignments for such price and upon such terms and conditions as it deems best
acting in a commercially reasonable manner in accordance with law, All proceeds of
any collection or realization of the security interest created after deduction of accrued
interest and penaities plus all reasonable expenses of collection, reposseesion,
transportation and storage incurred by Mutual together with all reasonabie legal fess
incurred in connection with the collaction of any sums due hereunder or under any of
the Assigned Leases, may be held by Mutual as securily hereunder and/or from time to
time applied against any of the obligations secured by this Agreement and the Bulk
Assignments. Mutyal shall defiver fo Assignor any excass of the proceeds after the
deduction of amounts so owing. '

605 Additionsl Rights. Without limiting any of Mutual's rights as holder of any of the
_ Bulk Assignments, Mutual may grant extensions, take end give up sacurities, accept

compositions, grant releases and discharges and otherwise deal with Assignor and with
“other Parsons, sursties or gacurities as Mutual may see it without prejudice 1o the
iability of Assignor hereunder ar lo Mutual's fight in respect of the securty constituted
by the Bulk Assignments.

9.08 Remediss Cumulative. It ia expressly undarstood and agresd that the rights
" and remedies of Mutual under this Agreement and the other agresments contemplated
in this Agreement are cumulative and are In addition to and not in subslitution for ary
_ rights or ramedies provided by law and any single or pariial exercise by Mutual or any
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ioht or remedy for a default ar breach of any term, sovenant, condition or agréeemant
herain contained shall not be deemed 1o be a waiver of or to altar, affact or prejudice
any other right ar remedy or other rights or remedias fo which Mutual may be lawfully
antifisd for the same defaulit or breach, and any waiver by Mutual of the sirict
observancs, perfomance or compliance with @ny term, covenant, condition or
agreement herain contained and any indulgence granted by Mutual shall be deamed
not to be a waiver of any subsequent default. _

607  Cost and Expenses of Collection. All costs and expenses of collection of
amounis owing heraundar or under any Bulk Assignment and all costs and axpenses
that may result from a realization pursuant to this Aricle 8 including &l reasonable legal
fees shall be for the account of Assignor and shall be payable on demand and with
interast calcutated at the cate of 18% per annum calculated and comprurkied haif-
yearly on any unpaid balance thereof,

10, GUARANTEE

P 10.01 Guarantee. Subject to Section 10.02, Assignoy and Guarantor hereby

P , : guarantee in favour of Mutual the due and punciual payment when due of the -
o0 Receivables under each of the Leases. The guarantes, set forth in this Section 10.01
shall be a continuing guarantae and shall sacure the ulfimate unpaid balance ¢f the
Receivables due under each of the Leases, Assignor shall have no subrogation rights
{and does hereby waive such rights) in respect of any payments made pursuart to this
Seciion 10.01 unless and until Mutual has received payment in full of the Receivables
-under the Leases with respect 1o which the payment was made, :

i ' 40.02  Limitations on Guarantee. The aggregate maximum guarantee of Assigrior

L and Guarantor sat forth in Section 10.01 shall be limited to the lesser of 1.5% of the
aggregate of each Assignment Price payable by #utual in respect of all of the
Assignments of Rights and 3.5% of the Nel Book Value of the Receivablas in respect
of the Assigned Leases at such time.

11. UPGRADE AND REPURCHASE

11.01 Uparades, in the event that the Lesseeo wishas 1o upgrade the Equipment
leased under any Assigned Leass {the "Existing Lease”), Assigrnor shall be permitted to
repurchase from Mutual the Assigned Rights ralating ta the Existing Lease and such -
repurchase shall ba upon the following terms if Mutual has entered into a binding
agreement to fund such upgrade:

(a) The purchase price payable by Assignor shall be the present valua of
the amounts remaining 1o be paid under the Existing Lease discounted
at the Discount Rate, accumulating up to 15% of the Assignment Price
that contained the Existing Lease. Upgrade repurchases in excess of
15% will be diacounted at the lesser of (i} the Discount Rate applicable to

- such Lease or (i) the yleld of & Government of Canada bond with a term
i most closely matching the remaining avarage term of the Existing Lease.



(s3] Assignar shall make an Assignment of Rights in favour of Mutual In
respedt of the lease of the Upgraded Equipmant (the "Upgrade Lease”)
upon the term$ and conditions specified in this Agreement; and

i (€} Thediscounted present value of tha payments to be made under the
A e ~ Upgrade Lease shall not be less than the present value of the amounts
s remaining to be paid undar the Existing Lease.

Where Mutual has not entered into 2 binding agréement to fund such upgrade, such
repurchase shall be an the ferms set out in Section 11.02.

41.02 Repurchase. Exceptfor circumsiances provided for in Section 11.01,
Assignor may at any time during the term of this Agreement repurchase from Mutual
the Assigned Rights relating to any Assigned Lease upon payment 1o Mutuzl of the

. present value of the amounts remaining payable under such Lease discounted at the
lesser of () the Discount Rate applicable to such Lease or (i} the yield of a Government
of Canada bond with a term most closely matching the ramaining average life of the
Agsigned Leasa.

12, MISCELLANEOUS

12.01 - Temnination. During the currancy of any Assigned Lease and for such period

P : tharaafter during which the cbiigations of Assignor or Mutual with respect to such Lease
remain unperonmed, then peither party shall be pemitted to terminate this Agreement
as it affects the obligations of the partias in respect of such Lease and any Master .
Lease, Summary & any cther document doliversd pursuant hereto In respect of such
1easa provided, however, that Mutual has the arbitrary right to terminate its obligation
16 maka further paymenis fo Assignor in respact of the assignment of Leases upon the
giving of 60 days' prior written notice,

12.02  Amendment of Lease. No Lease, Guarantes, Waster Lease Summary orany
ather document delivered pursuant herato may be amended in any material respect
. exceptwilh ihe prior written consent of Mutual. Any propesed amendment o such
L _ documents, togethear with a request for consent to such amendments, shall be
| - dellvered to Mutual and Mutual shall be allowad five {5} Businass Days to consider the
. proposed amendments and requast for consent.

12.03  Confidentiglity. Any information or material which is ransmitted by one party
to the other parly pursuant to this Agreemant shall be treated as confidential by the
recipient and protected o the same degree as such recipient protecis its own
R confidential information, provided that in the event Mutual decides, in its sole discretion,
to assign any or all of its interest in this Agreement, any Lease, any Secunty Agreement
or any other document delivered pursuant hersto o any aftliate of Mutual, Assignor
hareby consents to the furnishing by Mutual to such affiliate of such information
. respecting such documents and he transactions described therein as Mutual, In its scle
- discretion, may deam to be necessarty or appropriate for the purposes of negofiating
and concluding such assignment.
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12.06  Employmant. Nothing containad in this Agraement shall be construed to
constitute Assignor and Mutual pariners or agents, except as expressly stated herein,
and neither parfy shall have any authority to bind me other in any respect except as
expressly stated hersin. -

12.05 Discnargt_a of Security Interests, if Mutuai is paid all amounts set out in the
Summary as payable in respect of a particular Assigned Lease and if Assignar shall
chserve and perform the terms of this Agreement then Section 6.01({) shall thereafter
no lengar apply with raspeci to such Assigned Laase and the sights and obligations
hereby granted to Mutual with respact ta such Assigned Lease shall cease except as
herginafter provided, and thereupon Mutual shall al the request of Assignar, ifs
sucCcessors or assigns, cancel and discharge at the expense of Assignar, its
successors or assigns, the securily interast with respect fo such Assigned | ease -
craated under this Agreement and exacute and deliver 1o Assignor, its successors and
aesigns such deeds and other instruments as shall be requisite to cancel and discharge
the security interest hereby created with respect to such Assigned Lease.

-t2.08 Expensgas. Whether or nat the transactions herain mntpmplated shall be
consummated, Azsignor on demand shall pay or cause to be paid. and will indemnify
Mutual in respect of, all expenses incurred In connection with the preparation,
negotiation and settiernent of this Agreement, the Master Reserve Fund Agreement
and all other documeantation provided for or contemplated hereln or therein, with the

transacticns contemplated hersby, with any amendment, modification or walver
{whethar or not the same shall become effective) hereto or theretoe and with the -
auministration, protection and enfercement of any of the rights and remedies of Mutual
hareynder or thereunder or contemplated hereby or thereby, including withoul limitation
the fees end disbursements (determined on a soiicitor-and-his-own-client basigj of

‘Mutugl's counsel and of any local counsal ratainad by if

1207  Judgment Currency. The obfigations of Assignor pursuant to this Agreement
and the Bulk Assignments {0 make payments in Canadian dollars shall not be
discharged or satisfied by any tender or recovery pursuant ¥ any judgmeant expressed
in or convertad into any other cumency except to the axtent to which such tender or
recovery shall result in the effective recaipt by Mutual of the full amount of Canadian
doliars payable or expressed to be payable under this Agreement and the Bulk
Assignments and accordingly the obligation of Assignor shall be enforcasble as an
altemative or an additional causo of action for the purpose of recovery in the other
curreriey of the amount {if any) by which such effective recelpt shall fall short of the full
amount of Canadian doliars payable of expressed to be payable under this Agreement
and shall not be affecled by judgmsnt being obtamed for any other sums due under
this Agreement or any Bulk Assignment.

1248  Countarparts. This Agreement may be executed in counterparts, but such
counterparis shall together constiute ane and the same Instrument.

12.09  Termof Agreement. The term of this Agreemant shall commence an tha date
tereof and shall continue unti! the final payment in full to Mutual of all amounts payable
hereunder and under all Assigned Leases.
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4240  Further Assurances. Assignor agrees that at any time and from time to time
aftar the execution and delivery of this Agraemant it shall, upon tha request of Mutual
execute and detiver such further documents and do such further acts and things as
Mutual may reasonably request in order to fully effect the purposes of this Agreement,
any Leasae, and any other decument delivered pursuarnt hereto, o

1211 Rights. Remedles and Powers. Each and avery fight, remedy and power
granted to Mutual hereunder shall be cumulative and shall be in addition to any other
right, rermedy or power herein specifically granted or now or hereafter existing In aquity,
at taw, by virtue of statute or otherwise, and avery such righi, remady and power may
be exercised by Mutual from time to time concurrently or indapsndently and as often
and in such order as Mutual may deem expedient. Any failute or delay on the part of
Mutual in exercising any such right, remedy or power, Of any ahandonment or
discontinuance of steps to enforce the same, shall not constitule a waiver of same or
any other provision of this Agreament. :

121z  Modificaiion. Waiver, Consent. Any modification or waiver of any provision of

this Agreement shall not be effeclive in any event unless tha same is in writing and

signed by Mutual and Assignor and fhan such madification, waiver of cansent shall be

offactive In the spacific instance and for the specific purpose given. Any notice or

demand an Assignor in any event not spacifically requirad of Mutual hereunder shall

not entille Agsigrof to any other or future notice or demand In the same, similar or other
circumstances unless specifically required hersin. -

1213  Notice. Any netica, request, demand, consent, approval orother - :

- gommunication pravided or permiited hereunder shall be in wriling and may be given by
parsonal delivery or telacaopy or may be sent by registsrad mail, postage prepaid,
addressed to the party for which it is intended at its address as fallows:

A#signor:

Bodkin Leasing Corporation, Bodkin Equipment Leasing Corperation and
Badkin Capital Corporation - '
2150 Dunwin Drive, Unit 1

Missigsauga, Ontario L5L 1G7

Attention: Mr. John Mitchell, C.A., Vice Prasident
Fax; {905) 820-5550

Guarantaor:
551520 Ontario Limited

2150 Dunwin Drive, Unit1
" Mississauga, Ontario L5L 1G7

Altention: Mr. Don Bodkin
Fax (905) 820-5559
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Mutxal:

The Mutual Lifa Assurance Company of Canada
227 King Street South

Waterico, Oniario

N2J 4C5

Atten‘tihn: Corporate Loarns
Fax; (519) 888-3688

vaided, howavar, that any party may change its address for purposes of receipt of

~ any such communication by giving ten (10} days' prior natice of such change I the

manner above prescribad. Any notice sent by registered mail as aforesaid shall be
deemad to have been givan on the fifih (5th) Business Day next following the malling
thereof. Any notice sent by telex, telecopy or dellvered as aforesaid shall be deemed to

- have bean recalved, in the case of telex or telacopy, on the day of dispaich thereaf, or
_in the case of delivery, on the day of delivery. Inthe evant of an actual or threatened

dlsruption in postal service, notice shall be sent by talex, telecopy or dalivered.

1244  Entire Agresment. This Agresment, any Lease, Summary or any other
document delivered pursuant hereto, contains tha entire agreemant between Mutual

and Assignor with raspect to the fransactions described harein.

4215 Successors, and Assjgns. All the covenants, promises, stipulations and

agreements of Assigner contained In this Agreement, any Lease, and related
documents fo which Assignor is 2 party shall bind Assignor and ite raspactive
auccessots arkd assigns. Neither party shall assign any of its rights haraunder or under

~ any Laase, or any other document delivarad pursuant hereta without the prior written

consent of the other party, which consent shall not be urireasonably withheld,

1248  Survival of Agreements. Al reprasentations, warranties, ¢ovenants and
agreements made harain or otharwise In writing in conneciion herewith by any party

_ shall remain binding on such party and shall survive, shall continue in full force and

affect and shatl not merge in the execution, delivery and registration of any Leass, or
any other document delivered pursuanl hereta and the making of each and every
Assignment hersunder.

42.17 Timea of Essonce. Time shall ba of the aésanca of this Agreemant.



lN WITNESS WHEREOF the parties hereto have ¢aused this Agraamen’c to be
execulad as of the date first written zbove.

. 651520 ONTARIO LIMITED THE MUTUAL LIFE ASSURANCE

COMPANY WA '
Per / -

Authorized Signatory

Rer

Authorized Signatory

BODKIN EQUIPMENT LEASING
GORFORATION
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 SCHEDULE "A"
Master Reserve Fund Agreement

THIS AGREEMENT made as of the 26th day of Novernber, 1997 between -
BODKIN LEASING CORPORATION, BODKIN CAPITAL CORPORATION and BODKIN
EQUIPMENT LEASING CORPORATION, coporations incorporated under the laws of
Canada ("Assignor’), THE MUTUAL LIFE ASSURANCE COMPANY OF CANADA, a
corporation incorporatad under the laws of Canada ("Mutual Life") and THE MUTUAL
TRUST COMPANY, a corporafion incorporated under the laws of Ontario (the

Trustae").
WHEREAS:

Al Assignor and Mutual Lite have enterad intc @ master assignmment agreement of
aven date herewith (the "Master Assignment Agresment”). : '

B The Master Assignmant Agreement requiras the holding in trust of certain cash
and/or Approvad Securities. _

C. ‘Assignor will, pursuant to the Master Assignment Agreement, deliver cash
andior Approved Securities {o the Trustae from fime to time and the Trustee has been
requestad to hold such cash and/or Approved Sacurities in frust on the terms and
conditions hereinafter set cut, ‘

- NOW “fHEREFORE In cansideration of the premises and other good snd
valuable consideration (the receipt and sufficiency of which are hereby acknowledged).
itis agroed as follows: . ‘

1. The Trustee hareby covenants to and with Assignor and Mutual Life to hold all
cash and Approved Securities delivered to the reserve fund pursuant to the Master
Assignment Agresment {all of which amounts are collectively hereinafter referred 1o as
the "Reserva Fund™ in trust upon and subject to the terms and conditions of this

Agreement. :

2 All capitalized terms nat defined hersin shall have the respective meanings
ascribed thereto in the Master Assigmiment Agroament. .

3. The amounts in cash comprising the Reserve Fund shall he deposited in the
narme of the Trustee In an interast bearing account in @ Canadian trust company or
charterad bank or may be deposited in the daposit department of the Trustee ina 30
day term deposit account, If such an account is offered by the Trustee, Allinterest
earned on amounts comprising the Reserve Fund shall be held by the Trustee and
shall be deemed to be part of the Ressrve Fund, All dvidends paid in respect of
Approved Securilies contributed to the Reserve Fund shall be held by the Trustes and
shall be deemed 10 ba part of the Resurve Fund, Assignor shall be responsible for any
taxes payable in respect of such interest or dividends.
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4, Subject to Sections B and 8, the Tustee shall hold the Resarve Fund unfil the
date which is the eadier of () the date upon which the Master Assignment Agreement
ard all obligations of the parties thereunder are tenminated pursuant to Section 12.01
of the Master Assignment Agreement {the "Expiry Date") and (i) the dafe on which .
Mutual Lite and Assignor deliver to the Trusiea a direction executed by both Mutual Life
and Assignor regarding the disposition of the Ressive Fund or any portion thereof.

5. Notwithatanding Section 4, upon delivery to the Trustee by Mutual Life of a

certificate (a "Certificate") signed on behalf of Mutual Life by an authorized officer of
Mutual Life certifying (i} thal there has been a Default, and (i) the amounts owing by
Assignor io Mutua Life, (whether or nof such amounts are owing as a result of such
Defaull) or the amount of the losses suffered by Mutual Life a3 a result of the '

- ransactions contemplated in the Master Assignment Agreement (and for the purposes
of this Agraement, the Ceriificate shall be conclusiva as to the matters cerlifiad therein},
Mutual Life shall, subject 1o Section 7, be éntitied to full payment from the Reserve
Fund of such amount ar amounts certified in the Gertificate. Such payment may be
satisfied by the delivery to Mutual Life of cash, Approved Securities or some
combination thereof which has an aggregate market valus on the date of delivery equal
to the amount specified In the Cerfificate. Mutual Life may deliver a Certificate to the
Trustae from time 1o time at any time aftar a Default has oceurred and there gre
amounts owing by Assignor to Mutual Life or losses suffered by Mutual Life. Forthwith
aiter delivery of a Certificate to the Trustee, Mutual Life shall deliver a copy thereofto -

Assignor,

8. . Notwithstanding the provisions of Section 5 uf this Agreswment, Assignor shall
tave the option tu make & cash payment to Mutual Life in the amounit spacified in the
Cerlificate rather than transfar any Approved Securities, Such cash payment wilt be in
full satisfaction of the amounts owing under Section § and tha Trustae will have no
obligation o make a paymsnt from tha Reserve Fund.

7. Subject to Sections & and 8, on the Expiry Date Assignor shall be entiled to
receive all cash and Approved Securities comprising the Reserve Fund,

8 Al costs and axpensas incumed by the Trustee as & resulit of its obligations
under this Agreement shall be the responsibiity of Assignor. The Trusiee may, before
any payment from or release of the Reserve Fund pursuant io the terms hereof, deduct
tha said costs and axpenses from the Reserve Fund. Such deduction shall not in any
way release or imit Assignor from its obligations to pay the Trustee any of the Trustee's
costs or expensas which were not satisfied by the Reserve Fund. Trustee faes shall be
$500.00 par annum subject to an annual revisw.

a. During the term of the Master Assignment Agreement, the Trustee shalf account
1o Assignor and Mutual Life at thres month Intervals commengcing thiee months from
the date of the Master Assignment Agreement in respect of the Reserve Fund haid by
the Trustee. ANy amaounts comprising the Reserve Fund on such dates which are in
axcess of 6.5 % of the then Net Book Value of the Receivables in respect of the
Assigned Leases shall, upon receipt of a direction from Mutual Life and after deduction
of any amounts owing to the Trustee hereunder, be paid to Assignor at that time. For
the purposes of the foregoing, the value of the Reseyve Fund at any time shall be the
surn of all cash In the Resarve Fund plus 80% of the market value as at the day of
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caleulation of all Approvad Securilies in the Reserve Fund. Trustee's account aforesald.
shall separately show the balanca in the Reserve Fund at the baginning of the reporting
pariad, payments into the Reserve fund dwing the period, interest samed each month
and in the aggregate at the end of each fiscal period, costs and expanses,
disbursements from the Reserva Fund during the period pursuant to the provisions of
the Master Assignmant Agreement and the Master Reserve Fund Agreement io butual
Life and/of Assignar and the balance in the Reserve Fund at tha end of the reporting

period,

10, The Trustee may amploy or retain such counsel, accountants or other experts
or advisors that it may reasonably require for the purpose of discharging its duties
hereunder and may pay reasonable remuneration for all sarvices so petformed by any
of them, without taxation of costs of any coungs!, and tha Trustee shall not be
responsible for any misconduct on the part of any of them. Assignor shall have full
rights of subrogation arkl does hereby ¢laim such rights In respact of actionable rights
of Trustee against counsel, accountants, auditors, experts or other advisors of Trustea
for any miscorniduct on the part of any of them. -

11. The Trustee may resign its trust and be discharged from all further duties and
liabilities hereunder by giving to Assigner and Mutual Life not less than 30 days notice
in wiiting of such shorter notice as Assignor and Mutual Life may accept as sufficient.
- While the Trustee is maintaining the Reserve Fund pursuant to this Agreement, Mutual
Life shall have the power at any time to remove the Trustee and to appoinia new
trustee i its stead. in the event of the Trustee resigning or being removed as aforesaid
or being dissolved, becoming bankrupt, gaing into iiquidation or otherwise becoming
incapabile of acting heraunder, Mutual Life shall forthwith appoint a new trustee who
shall be a corparation authorized to cany on the business of a trust company in the
Province of Ontario. Any naw frustee so appointed shall be subject to removal as
aforesaid. On any such appeiniment, the new trustee shall be vested with the same
powars, rights, duties and responsibilities as if it had been originally hamad herein as
Trustee without any further assurance, conveyance, act or deed, but there shall be
immediately exacutzd, at the expanse of the paity requesting the change of frustee, alf
such conveyances or other instruments as, in the opinion of coungel to the new trustee,
may be necessary or advisable for the purpose of assuring the same to the new
trustee. At the request of Mutuat Life or tha new trustee, the retiring Trustee, upon
payment of the amounts, if any, due lo it pursuant to Section 8, shall duly assign,
transfer and defiver to the new trustee all money held and i records kept by the
retiring Trustee hersundsr of in connection therewith.

12.  Inthe exarcise of the rights, duties and obligations presciibed o canferred by
tha tarms of this Agreemant, the Trustee shall act nionestly and in good faith with @ view
to the best interests of Assignor and Mutual Life and shall exercise that degree of care,
diligence and skill that a reasonably prudent irustee would exercise it comparable
dgrcumstances,

13. The Trustee hereby accepts tha trusts in this Agreement declared and provided
for and agrees to perfonm the same upon the terms and condiions herein sst forth and
in trust for Assigner and Mutual Life, subject to ali the terms and conditions herein set

forth.
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14. The acceptance by the Trustee of its duties and obligations under this
Agreement is subject to the following terms and conditions, which the parties hereto
agree shall govemn and control with respect ta the Trustee’ & rights, duties, ligbilities and
immunities: : , ‘

(a) the Trustee shall be pratecied in acting upon any certificate, wiitten
notice, requast, walver, consent, receipt, statutory declaration or cther
paper or document furmished fo it, and signed by Assignar or Mutual Life
or any cnie or more of thom as may be required hersunder, not only as to
its due exscution and the validity and effactiveness of its provisions but
also as to the truth and acceptability of any information therein
containad, which itin gaed faith believes to be genuine and what it
purports to be; -

{(b) except forits acis of negﬁgencé, the Trustee shall notbe liabie for
any acl done or step taken or omitted by it in good faith, or for any
mistake of fact or law;

{c) the Trustee shall hava no duties except thoze which are expressly sat
forth herein, and it shall not be baund by any netice of a claim or
 demand with raspect thereto, or any waiver, medification, amendment,
terniination or rescission of this Agreement, unless received by itin
writing, and signed by Assignor and Mutual Life and, if its duties herein
are increased, unless it shall have given its prior wiitten consant thereto,
and ' o

(d) this Agraemant may ba amendad or cancaled by and upon written
notics to the Trustee at any time given by Assignor and Mutual Life
jointly, but the duties or responsibilities of the Trustee may not be
increased and the fees and expenses payable to it may not be changed
without ity consent. ‘ .

15. kny notice, request, demand, congent, approval or other communication provided

" or parmitted hereunder shall be in wiiting and may be given by personal defivery or -
telecopy or may be sent by registered mail, postage prepaid, addressed to the party for
which it is intended al fts address as follows: _ '

In the case of Assignor:

Bodkin Leasing Corporation, Bedkin Equipment Leasing Carporation and
Bodkin Capital Corporation

2150 Dunwin Drive, Unit 1

Mississauga, Onterio L5L 1C7

Attantion; Mr. John Mitchell, C.A,, Vice President
Fax: (905) 820-5559



‘In the case of Mutual Lifa:

The Mutual Life Assurance Company of Canada
227 King Street South

Waterloo, Ontario

N2J 4CH

Attention: Corporate Loans
Fax: (519) 868-3668

in the case of the Trustee:

“The Mutual Trust Company
Suite 400
70 Univarsity Avenue
Toranto, Ontanio
M5J 24

. Altention: Corperale and Personal Trust Dapariment
Fax: {(416) 508-7837 |

Provided, however, that any party may changs its address for purposas of receipt of
any such communication by giving ten {10) days’ prior notice of such change int the
marinar above prascribed. Any nofica sent by registersd mal as aforasald shall be
daemed to have been given on the fifti (5th) Business Day next following the mailing
‘thersof. Any notice sent by telex, telecopy or deliverad as aforesaid <hall be dasmad to
have been received, In the case of telex or telacopy, on the day of dispatch thereof, or -
in the case of delivery, on the day of dalivery. In the event of an actusl or threatened

disruption in postal service, nolice shall be sant by telex, talecopy or delivered.

1. This Agreement shall be governed by and construed in accordanca with the
{aws of Ontario and the laws of Canada applicable therein, -

17. In case any ona or mere of the provisions contained in this Agreemant should
be invalid. illegal or unenforceable in any rospsct, the validity, legality and anforceability
of the remaining provisicns contained in this Agreemant shall notin any way be
sffected or impaired thereby, and any such invalid, flegel or unenfarceable provisions
ghall ba deemed to be severabla.

48,  This Agresment may be executad In counterparts, but such counterparts.shal
together constitute one and the same instrumant,

19.  This Agreement shall enurs to the benefit of and be binding upen the parties
hereto and their respective successers and assigns,
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20.  The pariies hereto shall from time to time exacute and defver all such other
_ and further deeds, documents, instruments and assurances as may be necessary or
required to carry into force and effect the purpose and intent of this Agreement. -

21. The term of this Agreemernt shal) commence on the date hereof and shall
continue until all amounts constituting the Reserve Fund shall have been paid cut
pursuant to the {erms hereof.

22, This Agreement and any decument defivered in cannection herewith, constituts
the entire Agreement of the parties hereto in connection with the subject matter heraof.

IN WITNESS WHERECF the parties have exscuted this Agreement as of the

date first written above. -
BODKEN CAPITAL CORPORATION ' BODKIN EQUIPMENT LEASING
- CORPORATION .

“THE MUTUAL TRiSZ;O?P&NY ._
Par _%W —

Per £ .
Authorized Signatocy
THE MUTUAL LIFE ASSURANGE
. COMPANY OF CANADA
Fer /j (Zf;"‘bé
Authorized Signalory
Per

Authorized Signatory



SCHEDULE “B™

SUMMARY



SCHEDULE “C”

Bulic #:
'ASSIGNMENT OF RIGHTS

TO: ~ THE MUTUAL LIFE ASSURANCE COMPANY OF CANADA

FOR GOOD AND VALUABLE CONSIDERATION, the recsipt and sufficlency of
which |6 hereby acknowlodged, Bodkin Leasing Comporation, Bodkin  Capital
‘ Gorporation and Bodkin Equipment Leasing Corporation, hereby granis unto The
* Mutual Life Assurance Company of Canada an Assignment of Rights (as defined in the
Mastar Assighment Agreerent described below) 'in respect of the Leases and other -
 financing agreements describex in the Bulk Assignment Summary attached.

THIS ASSIGNMENT 18 made pursuant to the Master Assignment Agrecment
made as of the day of , 18__ between Tha Mutual Lifs Assurance
Company of Canada and Bodkin Leasing Corporation, Bodkin Capital Corporation and
Bodkin Equipment Leasing Corporation and is subject in all respacts to the terms and
sonditions thereof, ' : . :

THE UNDERSIGNED heraby confirms that the representations and warranties
sat forth in section 5.01 of the Master Assigninent Agreement are true and correct as of
the date hereof, that there Is no default under Arlicle 8 of the Master Assignment
Agrasment which is continuing and no other condition, event, act or omission has
- occurred which, with the giving of notice, lapse of time or both would constitute a

default

THE ASSIGNMENT PRICE payable by The Mutual Life Assurance Company of
Canada in respect of the Bulk Assignment providad for herein shall be

$




~ DATED this day of

, 1897

BODKIN CAPITAL CORPORATION

Per

Authorized Sighatory
Par ___

Authorized Signatary

BODKIM LEASING CORPORATION

Per

Authorized Signatory
Per

Authotized Signatary

BODKIN EQUIPMENT LEASING
CORPORATION

Per

Autharized Signatary
Per

Authorized Signatory
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b cramic tprmsys
3 @ladea)

BODEIS LEASING, CORPORATION, BODERN EQ_ MENT.
LEASING CORFPORATION s BODKIN CAPYLAL.

. CORPORATION
{eollectively refeired fo-ds BCLY

Nt i OF THESHCONDESRE

| SSI5AORTARIO 1) ALLED

WHERE '.."--.'"’"mdBcLemm&mwamstchnmmm gt datedlagiof
mza'ﬁ daygeE November 1957.. ; 2

Amb WHERAS the pameé wigh 0. Adwead: cedtaln temis: an&cnndfﬁansand pravimns of
he Mgt Asedoio Agrsment i ortier to, dnteralio; Mo arcutatsly Tallect W
Apangactionseontoxiplatd thereby 2d 10 ptherwise olarty e nghts #ind pbligations xmd
sntentions-of the pucfiey ereln.

NOW THEREFORE THIS AMﬁNDMENT IFNESSETH thug i mmdqqnqn ofitie
vl covetiantsiand agreerents heréin coittained ssidother gopd snd valy
consideration (the Teceipt.and SufficieAcy of whish is Tepebyd aqmmedged by a6
the parties lercto), the, pagiles heraby Sovestant: And mgTe ey foltows

é

R el



e R ALLYE, AT RV SOA GARDORVDUYY CLAAA M. SATRLE | ARSI

LIS

_ - heveby corteur in:tils atoendinent o theNaster Assignment Agreemer
Btid ok esemition and dslivery of fhig Amendmen, the Masier Assign ment.
AprReRtEht andﬁns Ammdxnmt gha]rba ﬂ@ﬂu’lﬁd wc@nsmt&me mmmﬂ

Agsipumént. Ageement. Subject as herelnafrorset forth, the Masier Askignimisnt.
Agreomeht it hcreby confitmed i 411 réspests:

7, ‘Theparties agres G this Awendriein SHaTL b thic oPEck g of the 1 day of May

Nb WHEREAS BCL wighes from fime 1o ﬁmp,ipmakuBtﬂkAssignmmtsm
Elp iﬂ:ﬁlﬂ&qg A, iﬂ}wfmc assigyment: of s B | Assets. §as definsd

o} and an a&mmmtbyway of s&mhty'ﬂfﬁie Assxg;neti :Apsets (s Jefingd
below)..all ooibe tefins and conditions ledeinalte st Forths

4 Tosartin e seconid Tineof it defitiition “Mesignad Laases® the phrsse “y-way: uf
“gecutity * sfier the word *Hisseof  and-belore thewind “and”,

6 'The definition of “Assigament of Rights! in Section 1.01 isherehy

6 by delsting clauge () tlm:ecaf and replasing ity withf.he fanawmg:

“an abisoluts assignmient to Clarios, 11s. sUcCassorsand assigufx oFall proséiic
_an{l-futies Taase Reseivables i mspacﬁ OF stidh Taase™;

) b‘yﬂéleﬁn'gfclans&{%zjfehemf'mw-mirety au&arcplamngtltﬁtbiﬁﬁfﬂkﬁ@fﬁ?:

"aéz assigmncnmnd varisfir vy Clide, 4t suheessprs gnd mé;gmat the beuem.
i poraron: with BOL, 6 all-shvsiante by 5

ingloiting sy geiidity difdoest or other-formanf nﬁeun};)r gmntafiby ﬂlﬁ Lamei

and the: Benéfit ofall indemnities. and eovenants. with respect th aintananee

§




BT SIS S T W T s i ; - LA )

GERguipmert, prpment ofram, nae:of Baiproent; and jnsurange
Stautions, offier s the beoafit of those covenants spediiically. sssipned,
B vied o mm&ﬁm\tm c[ausgs !,gj (b) {ﬁj 01‘(6) Qf &ﬂs d@ﬁnﬁxﬂn

i to the endioficlanse (s) thereofthe foliys e

G by

H

sk feomg identitied in-clitses (a) thuough (6) of the-deTinition of *Assignriidst”

of k:ghts" are hereinifier réfemed to. a5 the “Panthisded- AssetS™ 4k,
Gy} byitdamgm e EudioF claiie (f) thereof the following:

“ﬂ}bmms 1antiffed in bl clavss (D oL ihe dafi :‘.;em::f“ﬁssxgnmcmf
m;m wie herEnalsr fefored oty the *Assigned Aseeie™

7. Mﬁd'ﬁe@pﬁnﬁq}rhﬁfzﬁﬂtﬁmg to.the-end of.’:.&@clams the Bllowing:

“iiy et oFthe Assigned Asse1s”.

‘8. InSeation QMRmdmsUmeﬁfaﬂtmm i thi 3™ (e after (e wordi

it and beferethe word “and “ the phinge™ Aduigned-Asser™. Intﬁa,m“‘

“Agretr’
lme-dql 4 _'tbc:phrasgﬁmtcnmmmccswm: wyfthis Seiseity infirser ™ and cads with -
A% reflace withi thes fallswings

9, .Thr;fmmﬁchnﬂxﬂc s attachod (b tis Mister Aw e, 20T
by adding to the-cud of the. séitieis of the first pasagifaph tigret lhp,fcllﬁuimg'

“Snch Asighbngat SERIGHS. ictudes 2 shselue mrinsterand asi

sets i respeet of such lxaswandaﬁrs:;ﬁm&u:hargc?fm
and. mﬁmmg&amty jtetest icand tothe related Assigued Assets,

10. This Atibndment shall beconstiued and enforelle in ascordanie with the sights:of
‘i parties bereto shall be poverned by, thelaws of the:Provinse oF 0 lnmoandfh:
Sederal laws of Canada applicable Hered,

Il ‘I‘hepg:: tegoto diree; Erovtims fo time, 6 dnté irife such further s gremais
All sty Fuithelr iistraments a5 may bé isisiably, fecessary and desifeble

wgwe eﬁacttdthéiarms%fthmﬁﬂ!wdmgﬁ reEiiEhL.

i acknowladges anid consdnts 1o thio anicadnionts tothe: Master
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IN WITHESS WHEREOF ‘fhe- pantxashmc cmeﬂ tlns Asiending Agmemnim'bﬁ duly
exacuted a5 ofthe dute and year-frst dbave wiiton.

CLARICA HIVE INSURANCE COMPANY
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Efective us of Decembér 14, 2008

SUN LIFE ASSURANCE 1
(hmﬁﬁﬁﬁf rﬂfeﬁed tg m dsuﬁ Lifb”)

OF THE FIRSTEART

BODKIN. LEASING: CORPORATIGN 3nd; BODKIN CAPITAL

‘OORPDRAT’IGE
:{}mmaﬁar referred {48 the “Existing Boilkin. t}nmpames”}

¥ THE SECONDPART

BODKINE I’H%HQI&L CORPORATION
{he aftar rofeiied th ns'the FBodkin F’mmmal C*grpmﬁon")

. OF THE THIRDYPART

AND

. BGHKIN EQUIPMENT LEASING' CQRP@R&’I'II}N’
(heﬁxcmaﬂer referred fo as e Bodkid Equtpment, }:ﬁesing“)

GF THE EQURTH PART

S51520 ONTARID LIMITED.
(hiorvinnifter referred fo o5 the: “551520%)

OF THE FIFTHPART

VHEREAS The Mutual Life Assumpet Gompany of " Ciriarl: (EMiihial Life*’);, e
_i?};j,é;ﬁng-—BodIan Comprniey; Bodkin Equipment Legsing Garpémﬁnﬁ and 551520 entored

sintind mmmmwwwmwmmmwwww



o & Master ASsigiment Agreément dated s -of the-26™ day of Noveniber 1987 {the
“Initial Master Agsigmifient Agteement™),
AND WHEREAS by Lettem Patent of Conversion effeaﬁve July 21, 1999, dic nims of
Mutuai 'Life was changed to Clatica Lifs Hsurdace Company L“Glanca %

AND WHEREAS the partiss' 6.6 Tiitial Mostét. Assigaiont. fed
Initial Niastir Assignmest Agresmgit: by an Aiﬁendmegt w Totnstpe- Msmmnenl
Agreement ¢Hfectiied a8 of NMay' 1, 300D {thie“First Armanding Asresment™),

AND WHEREAS by Latters. Patent of Aesalgrmation ander the Jhsuranee. Compames
- Aot (Carisdsy dated. Decembier 20, 200%-and wifoctive 2t 31550 g ow Déckiinber. 3

2002 Glarica. and Suy L Agsurancs Compaty: of vt wiice inalpdnited a!ad
continived as onecompany. tnder the nane S Lafe Adsiifunes Gcmpmy of Canads (md

in Prench, Sun Life dn Chréda,; campagie & axsummee-ig),

AND WHEREAS e Inftfal Master. ﬁssignment Aogvomel- o5 emiended b,y the
Amnepdiong Agrwmenl is hreln rcﬁ-.rmd to as the “Master Prirchase arid: Adsfgpoénl

Agﬂ.-umﬂll

~ AND WHEREAS 5515960 is the Guarsiter under the Maste Poielinsg an& Ass:gunem
ﬁgmement
IEREAS 551520 and Bodkin Financlal Corporation will ba amaigmna:tﬁﬂ'

' cﬁ-‘whw ihe dpte following the Eiffective Thte (défined befow) and the: dulgatiied
corporation will be-continued under €6 finme Bodkin Findntiel Cﬁ:pomnon {the

*'Guamntor Amalgimation”),

{ons smd; p‘mﬂ&:ﬁm& ut‘
elfective date sfilita

Wi Meister, Putichiose-dnd Assipament-Agronmen .
A proviient noted at thetop: nﬁmg Agroement. (the ) Eiaté“g

\ y AGREEME TFER QE'L’H that i congideration” Gfﬂ1¢
mutifal ‘covensnts ‘And spregiients hewdhn contained apd dther ool and valusble
conderanon (e recélpt-and sufficieney-of whtc“a is tioreby acknowledged by-east.of
the partied liexeto), the parties. bmbymvamntand apres: aafe fows;

Unléss ofherwdse defined herein, «ll camtahzed ternis usSd in this.sipgrcement shall have
the ‘respective mearings aserihad therem . the Musie Purdliahs and. Assigment

Agreement,
{, Thé partics herehy agree as follaws:

{¢)-Fittm and.afier the Bffective Date, Bodkin Bguipment Lensing 1§ retmoved ad &
pELY: 10 the Master Purchase ant{ Assmnmemt Agr&emen’s, and shall lave 1o
forthier tjghts under i,

CADscumeits and Sestingis din codl SeingATenpgwprinBiiikin Adwling (2005 Fd-doe



{b) Bnn Life admowiedgw the- Guarantor ﬁmalgamah , and cach of 931520 T |
Bodkin Fipanelsl Corpoiafion confims that -all a‘bligayms of 551530 a9
Guaraator jdér the Madter Purchase:and Asslgnmmt Agreement shall eopfinue
3ir ful} Toroe-nnd efféek.ax dblightions of the imalpimaied sotpbration follovwing

o -the. Guirdptor Ama]gamahum

{¢) The. provisions of this patagtaphi (o) shall mpply in the eveirt the, Cuagaifor
Amalgamation for-any reason iy not effected on therdate fillowing the Bifective
Date. Bodkin Financis! Corporation berehy assumpeg il dbligations: of 551520

. provided for-in the Masier. Puxchuse md Agsignment Agreement, a3 if Bﬁd&m:.
Financial Eoporation bad dso had been an: ofiginil szgnalory, 35" Gaam
the Miistet Porchase-and:Assighment Kgreetient: Withoat fifniking the fmgm’ng,
Bodkin Firsiroial ‘Corporation- héby ssiomds: (hié: obligationy séb ot S Beiton
10 oF the Master Pucchtge and Agsignment Agresimet oh & joitt andisevkil biais.
with the Bxisting Badlein Gotypaniey and 551520, ,angﬂ walves sny 4d @l
defencey to ity Hebility ol covld: be asgerled In compeoiion: w:fth .y
ﬂevelanmems whatsoever {whethez of hot ‘kmown fo Bodkin Finapcial
Sorplerativn wnd whisthir'or noF Kaowil for dny otfier arfy) didt rﬁay Have codaTed:
prioto 1he date Tollowing the; ‘BifesiiveDate,

2. ‘I‘h:s Ag:wnam shell be consteord aml enfdrecable-dh 4o ordance’ mﬂi the. cjhis of
the parties heretp shall be governed by, the:laws of the “Province of Ontaria and the:

federal Iaws of Cannda 3pplicable Yherein:

3. The paxtiés Iiereta agre, for Ak fo tm:c,to diter Ik s*un‘h Airthet agienicits and

to execnte all sueh ﬁleher h;smnnénts as gy bo.reancnabily nebesiniyiind deplvablé

'I‘he Existing Bodkin Companies; Bodkin Fmaumal Carpm,ﬁm and Sun. Life confimy
that-the Master Piircliase-and. Rasxgmmt Agroenkmt: reriiaing in-full foree: and efféct,
unjiniéridied except as i this-Agresment provided

IN -WITNESS WHEREOF the piuities have canued thig:Agroes
88 of the dute and year Brst sbove: written.

ANY OF CANADA

it 10 b il expetted

' 'I'iﬂe'

MNaignet
Title:
We have anthority o bind the Corpm'ahcn.

GNDovurients il Settingsblain\Lock] SehingRTemsewrintBodiin Ameridment {200Fd.doe



. T"ﬂt’: fg‘»ﬁ {ﬁﬂf ; et

Per_

ame: i, )tfr’f?*-.i
it -ﬁﬁfcﬁf?{ F 4788 Wfﬁrﬁ)fx'f o

Nama wxa—-uﬁﬂ? f/fﬁ}’?’“ TS

Tille: ERECe FLE Lt JHECSII T, Sl o AT

Voo have:anthority 10 -Bid the m@mm

_,__.--

‘‘‘‘‘‘

N ' = ' /Js’f?rﬁﬁﬂ
arne: Jﬁﬁﬂu ,fg(fﬁ(J&}Mf?f‘cfd‘

Pers ﬁé"‘"’&f

Wamie;. forLirsdas . ﬁ’#ﬁﬁnf

Tl A Arap el LT f«fé*JfJ(?Vf St ﬂWé/fMé |

Yo hinve authiority to bind e Corporation,

NgHe: fogind -0 AWPE _:{ ”
Title: ﬁxew }( «:‘:cf-* 2
Per: |
Nanw’ - ;Mf,«;ﬁ:;? f#%ﬂ) -

Tille  Eicor Pouc oriil JREET o Srfentd S nphn e &
Ve have authority to bind fhe Cerporafios.

BODKIN EQUIPMENT LEASING CORPORATION

Per: _
Name:

Title:

Pex;
WNamea:,

Tiﬂco

Uwe have aithority to bind {he: Coxporation.

Cibocumentsand Sittings\Wiarfintbical ReftiagtTempigimainitBodtin. Amondment {EHEH:dox



551520 ONTARIO LIMITED
Per:
Nizpo:
Title:

Peiz

Name:

Titier _ :
Iiwe haye suthority 1o bind the Corporation.

CADG e Gerings\Madin\Lc SetngaiTepgwpriafBoddn Amsdinnt {00500 |
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THIS IS EXHIBIT “H” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3%°

DAY OF OCTOBER, 2011

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS




F v ('1;_ Private Fixed Income
St . : Biad Baschler
- Assoclale Direclor, Lease. ,Finanea
Life Flﬁ&ﬂCl&l Bus: (519) 8842566,

- Fae: (549) 898-3666

Eiigil brad.baechletgsunlifé oon

Sun.Life Flnanola:
227 King Strant South
Watarloo;, ON NZJi 468

February 24, 2010

Nir. Paul Royds

Buodlin Léasiby Corporation
2160 Dunwin Oriva Unlt#]
Missiesnups, ON  LBL 167

Dear Payt

Weare ploased 1o, rnfmm vou that Sun Life. Assurangs Gompany of Caneda (“Sun Lita™ has apprmrad the

fotlawing trensaction underthe listed tervs and toridiions -
Tatms snd Condifions

Selier/ Sarvicer; Bqdkm {easing- qupuralion aned Bogkin Gapital Carporation foint and sevaral Le, both

sorpérsiicnyshars the risk of ssiler-and servlcer exualiy.)
Fundor: . Sun Lif.sn}kgs_t:mnqg Conipaitof Qanac{a_-._(f-‘;s@rn Lifs")

Standby/Backup  Leasa.Adminfsirafion Gorporation ("LACT)
Sgrvicer: ' -

~ Faslilty Amount:. £60.0 rllllon

Purpose; Sacuﬁlfze buik tranehes of equlpment ang. lranspanaﬂ:m leages ariginated by Et;;djg N
- detipad- fpa. Mastsi Piirchinses & Fissighmaht&;mem&ni ("MPM”} By “Aﬁufgngd Lognas”.

Faellity Explry: Up 15 and Inaltding Jenusry 316t 8011,

Bulk Tranchus: Bulk Tranehes.wilt consts] of corffacls {hathaye beer: Inafaily origladed.and approved, hy

Hanz arid subsediant]

Bdkin and-stbnitad fo Sur Lifefor (1 A ]
g of thes contrasls baliyy plassitead:

will-have pafforined the-nttial uhdetw

ther-conlracts, St Life-wil review he propessd-contfaats for bath credi, qual!lyand '-
it Revisw* beliw).

docurmgrnitation on i sempling basls, (Sed “Appoval Litills and

ion Bk,

Acceptamu of any fransaclion presenited by Bodkin s al Sufy LIfé‘&sofad]soreﬂon.

Average contract value 18 expectad o be 1e85-han $60,006 for Lot vehlels-afid squlpmistit
’ Isages; Average fermn of the sontrects Is expected 1o ke In tha-40 o 48 monihrangs, with
vehlélg leass Lerms raaglfig from 12146 -60.ménttis and squlprient teims renilig from 12te-

SRR 68, The maximun teym Is 66 moniha,

Conlrabls: aecudiazed\ﬁit be-gugraritsad by ths obligor. (E.§, final bultst pagiiahils In ledses
are yuarsntoad by the abligor in thegentract]. The Tagllily abe hag same véndor guaranfesd

fesidugie.

{offf




Appraval Limits
and ‘Audit:Revigw:

Initlaf Payrivest
Amuint:

Fundifig Rate:

Market Dlaruption;

Seturlty;

Gash Resaerver
{Qver
Qollateralization &
Crass
Collaterditiation)

. % ==

" provided Bodken i

Bodkin sorranly hae 18 téri;pr:c&rxﬁ:ﬁnt‘rﬁiéﬁ uxpasures-{o ngls farive. (e, ¥3300,00010

ene individual-sarporate entily) , :

Any risw o incretentat polsntial expostred S= 100,000 and <=41,006,000.of e Nef
Oltgianding Bulanoe'(l.e. ourrentexiosure) sttt i of eaoh bulk-tranche will be reviowad
anid spasilically apiproved Wit subiapistovals vatd untithe next faslily réreal. .

All Bxpissyres <$160,000 at e Time of esdh bk ranshd wenld b audied Via sdniplitig
1% of {fa nélﬁé]nhig:ﬁdhkaﬂt‘s.‘lﬂ {hue bl iranshia: ) -

The Injtial Payment Amounl of wael Bulk Tranche Wil be- determined by caloulkiting tha
pressnt value-of the sonsolidated sash flows-of ihe venliaots, althe Fundiiy Rale.

‘Thefunding/discotint rate wil be.datermined by adding a-€praad of $25kpk net o Sun Life

(whicty Is reviswad on & aparlerly-basls refarred fo ae Quatterly Rate Resel) to the Vield of

the Bavernment of Ganada Bond'rate ol closely matciing tlié aveiays el hs ranblie,

gﬁznpnunded ragnifdy. The Finding Rale will be:set two days prior t¢:the puichiase does
ita. ' ’

Note: Thas Quarterly Hate Resol for all bulk fzclities I approvay by.Sun Life, In-oursole:
diserafion, '

This nigxt riferesells sehpduladfor Aprl 15,2010,

iFat.any time:

 (4). the financla) markels are.closed of si-sdverely dishiptad Hat in fie-opliicn of Sl L¥s

selfing.or resetling the disgourit rate Is Imppssibla or Inpraclical on sy day centemplated, or

(. conditfons i flpancial markets are:sugh that Sur Life: hag defermined il wil.not acgent
some ot all fundiny requisste folatad to'the applidable faclity &r faclliiles, i witisukmitag
i any ianisr whalstever anyother rights, discralfons.of options thal SuLits hag-tndét the
atrangements setoul lereln or anyarraigaments todifld by \he provislons herels, SunLife
naly at s sole option:

{1} dioct to saf-or rasel-the digoouit réle an arplhér dale, 16.have sifect To suth pirlad 6
SunUfe mayn its sdle discralion: deteriiine, sadior _

(2} Efagt not 4o gocept or pyrchase o fund some of dll-of thietranghies or lesses or ofher
retislvablzapresoniad fo il undpr:Eusl dteatigerienls. :

Fitit fixad-cliarg oi alt-coliateral augefs. N _
Flestassigrment of ellmylefal contracts, agreements, leuses, irademiarks; 4o,
Assigniart of all insutancs procseads,

Cash Resorve.(sue below)

Book 11

Book 1 will ba Bolalisd a8 pra-exisiing franates arortize dawi, vith a.rolgase. level of 8,6%
{increlrsed Yrom 7.6%). Esch Bolk Trancha wil be-crosscaliateralizad for the purposs of

-defaulis, . .
-On-a gualerty basts; the amaint for Book 1 which Te-n exgese-of 8% of We-apdregate of

o-{hie Suller,
01Ty overTan! ; ok. 2 caniblied), se
determitiad By. consolidating the discotnted sutslending Belancs for all exisling purohases;
caloiiatad df thelr respectivh Fiiding Ralas. The:Cudh Redetve. Abgount will tantalh the
reserve-amount held back from el purchases. The-aggrefate outstariding balarice to ba used
in the caleulation. of Ie maximum reguired balance will inclide: the: current. oulslanding
balaviey of ‘all purchases completed under all approvals;  Purchagés fromi subsaquent

2016

“of 4l the-pur - ial, zidle -y B rgla
Somplisrt with sl te (for todk 1 808 B

the {nprr eurrent. valug of <l the-purchases 18




Cosl Raaarve
.Floon

Bacurity. Daposits;

Standby. Fosr

Seflor Covananis:

approvels, If ahir, whi also be aroas oallal'er‘aﬁzé%i

Baok2:

For'Book 2 egoh puichase will-be ovar collateralized by & 6.76%. amaint. {inovessed from
§.25%) held beick from the lnillsl Payment Amotnt génd deposiieg 16 e Sash Resepve.
Bach Purchaise will ba cross collateralized for this putpose:of obiligor dafauile.

On 2 quarisry basis, g amalipt for Bogk!.2 vilikoi 18 In éxbess of B 5% {licreased fais

7.0%) df ‘he apgragats of fa hencurrent vatue. of all tis purchases lo’ that dats may be
retegsed fo the Seller, proviq»ad Badkin 1§ gommplant with all.coverants,. &8 detomined by
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Subserdination of Bank and Sharehiolders-(any relevant prsr seoured aarties)
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P Compliance:

: .. Plonsé indicdte your scosptance of the Terts and Condifions by-signing betow.and téfurring onecoby.

Sherely,

""ﬁ ./ ,/é“h—'—‘")
NEIL BARERON

Manap. g Direcir Vanas Flnance
Privaig Bagd e

JEFFEBY MAYER'
MANAGING DIRECT
pawms RIXED: fNCQME

Aacapted at Mississauga, Ontario this 24th day of February, 2010,
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THIS IS EXHIBIT “I” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3"
DAY OF OCTOBER, 2011

Lo e,

SAM PHILIP RAPPOS _
A COMMISSIONER FOR TAKING AFFIDAVITS




THIS AGREEMENT dated as of the A day of _ 1)t timint/

- BETWEEN:

Doc#d45167v5

PRIORITY/ INTER-CREDITOR AGREEMENT

BANK OF MONTREAL, having a place of business at 155
Rexdale Boulevard, 4™ Floor, Toronto, Ontaria (Fax # (416) 744-
1582)

{bereinafter called “BMO™)

- AND -

SUN LIFE ASSURANCE COMPANY OF CANADA, having a
place of business at 227 King Street South, Waterloo, Ontario {Fax
#(519) 888-3666) ' :

(hereinafter called “Sun Life™)

- AND -

INDUSTRIAL ALLIANCE INSURANCE AND FINANCIAL
SERVICES INC., having a place of business at 522 University
Avenue, Toronto, Ontario, MOYR 2V4 (Fax #416-598-2195)

(hereinafter called “Industrial”)
- AND-

BODKIN FINANCIAL CORPORATION, a corporation
incorporated pursuant to the laws of the Province of Ontario,
having a place of business at 2150 Dunwin Drive, Unit 1,
Mississauga, Ontario (Fax #905-820-5559)

(bereinafter called “Financial™)
- AND -

» 2005.



BODKIN LEASING CORPORATION, za corporation
incorporated pursuant to the laws of Canada, having a place of
business at 2150 Dunwin Drive, Unit 1, Mississauga, Ontario (Fax
#905-820-5559) :

(hereinafter called “Leasing™)

-AND -

BODKIN CAPITAIL CORPORATION, a corporation
incorporated pursnant to the laws of Canada, having a place of
business at 2150 Dunwin Drive, Umt 1, Mississauga, Ontario (Fax .
#905-820-5559) -

(hiereinafter cailed “Capita!-”)

WHEREAS BMO has extended certain credit facilities to Financial which as of the date
hereof are in the aggregate amount of approximately $35,000,000;

AND WHEREAS each of Leasing and Capital have guaranteed the obligations of
Financial to BMO; .

AND WHEREAS Finarcial, Leasing and Capital (collectively referred to herein as the
“Companies™) have provided security over all of their respective assets and undertakings to
BMO; )

-AND WHEREAS Sun Life provides certain securitization facilities in favour of the

Companies pursuant to a Master Assignment Agreement dated as of November 26, 1997 among

the Companies, 551520 Ontario Limited and The Mutual Life Assurance Company of Canada (a
predecessor company. to Sun Life) as amended by an Amendment to Master Assignment
Agreement effective May 1, 2000 among the Companies and Clarica Life Insurance Company
(the changed name of The Mutual Life Assurance Company of Canada and predecessor company
to Sun Life) (collectively, the “Sun Life Purchase Agreement”) whereby one or more of the
Companies will, from time to time, transfer and assign to Sun Life all of its rights and remedies
under certain Leases and will grant a security interest in the Sun Life Related Equipment, any
documents of title or chattel paper relating to such Sun Life Related Equipment and all Proceeds

thereof;

AND WHEREAS Sun Life has also extended certain subordinated credit facilities to
Financial which as of the date hereof are in the aggregate amount of approximately $3,000,000;

AND WHEREAS each of Leasing and Capital have guarantéed the obligations of
Financial to Sun Life pursuant to the Sun Life Subordinated Debt;
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AND WHEREAS the Companies have provided security over all of rhelr respective
assets and undertakings to Sun Life pursuant to the Sun Life Subordinated Debt;

AND WHEREAS Industnal provides certain funding to one or more of the Companies
for the purpose of purchasing motor vehicles, either presently or hereafter acquired, (the
“Industrial Vehicles”) which such Company in tum leases to Industrial and each of such
Companies has granted a security interest in the Industrial Vehicles to Industrial;

AND WHEREAS the Companies have agreed that they will maintain and deal with their
respective assets in accordance with the provisions hereof,

NOW THEREFORE this Agreement evidences that in consideration of the premises,
the mutual promises herein contained, and other good and valuable consideration (the receipt and
sufficiency of which is hereby acknowledged by the parties hereto), the parties hereto agree as
follows:

ARTICLE 1
INTERPRETATION
1.1 For the purposes of this Agreement, unless there is somethmg in the subject
matter or context inconsistent therewith: ) .
(a) “Accounts™ means all book accounts and book debts and gcnerally all accounts,

claims, judgments, demands and monies now due or owing or accruing due or
which may hereafter become due or owing, including claims against the Crown
but excluding Proceeds (other than Proceeds of Ac_counts),

(b) “Accounts Receivable” means Accounts and Account Records:

(c) “Account Records” means all contracts, agreements, arrangements, documents,
securities, instalments, bills, policies, writings, books, records (electronic or
otherwise) and papers evidencing or otherwise relating to Accounts;

(d) “BMO Debt’ means all indebtedness, obligations and liabilities of the
Companies to BMO, whether direct or indirect, absolute or contingent, secured
or unsecured, due or to become due, now existing or hereafter arising and
howsoever evidenced;

(e) “BMO Default” means the occurrence of any of the cvcnts described in
Schedule A hereto;

03] “BMO Security” means all Encumbrances (whether now existing or created in
future) affecting any assets of the Companies (whether present or future) and
held by BMO to secure the BMO Debt or any part thereof;

(®  “Business Day” means any day except Saturday, Sunday or a statutory holiday
observed in the Province of Ontario;
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“Companies” means Financial, Leasing and Capital and “Company” means.

any one of them; .

“Creditors™ means, collectively, BMO, Sun Life and Industrial, and “Creditor”

© means any one of them,;

“Default Notice” has the meaning given thereto in Section 9.1;

“Encumbrance” means any mortgage, lien, pledge, assignment, charge,
security interest, title retention agreement, lease, hypothec, levy, execution,
seizure, attachment, garmishment, right of distress or other claim in respect of
property of any nature or kind whatsoever howsoever arising (whether
consensual, statutory or arising by operation of law or otherwise) and includes

any bond, debenture or similar instrument issued under a deed of trust or similar

instrument which constitutes an Encumbrance;

“Industrial Assets” means the Industrial Vehicles and any Accounts
Receivable in connection with such Industrial Vehicles;

“Industrial Security” means all Encumbrances (whether now existing or
created in future) affecting any assets of any of the Companies in favour of
Industrial as more particularly described in the recitals hereto;

“Industrial Vehicles” has the meaning attributed thereto in the recitals;

“I eases” means any lease of any motor vehicles or equipment entered into by
any of the Companies as lessor and includes the Accounts Receivables which
relate to any specific Lease; ' '

“Material Breach” means, in each case, the occwrence of a BMO Default or a
Sun Life Default which is continuing;

“Maximum BMO Principal Amount” shall mean an amount equal to (a)
$27,000,000, plus (b) interest, fees and other costs and expenses which may

become part of or added to the principal amount of the BMO -Debt, minus (c)
any permanent commitment reductions in any revolving credit facility;

“Maximum Sun Life Principal Amount” shall mean an amount equal to (a)
$3,000,000, plus (b) interest, fees and other costs and expenses which may

become part of or added to the principal amount of the Sun Life Subordinated

Debt.

“Other Property” means all property, tangible and intangible, real and
personal, now or hereafter owned by any of the Companies, excluding Industrial
Assets, Sun Life Assets, Sun Life Related Equipment and any Proceeds thereof;

“Particular Assets has the meaning given to it in Section 1.6 hereof;
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“PPSA” means the Personal Property Security Act (Ontario);

 “Prior Creditor” has the meaning given to it in Section 1.6 hereof;

“Proceeds” means with respect to each of the Companies identifiable or
traceable personal property in any form derived directly or indirectly from any
dealing with any assets of such Company or the Proceeds therefrom, including -
without limitation any payment representing indemnity or compensation for loss
of or damage to any such assets or the Proceeds therefrom (such as under
insurance or expropriation);

- “Securities” means, collectively, the BMO Security, the Induastrial Secﬁrity, the

Sun Life Security and the Sun Life Subordinated Security and “Security”
means any of the Securities;

“Standstill Period” has the meaning given thereto in Section 9.1;
“Subordinate Creditor” has the meaning given to it in Section 1.6 hereof;

“Sun Life Assets” means the rights and remedies under any Leases which have
been, now or in the future, purchased by Sun Life from any of the Companies
pursuant to Sun Life Purchase Agreement, and for greater certainty includes all
“Purchased Assets” under the Sun Life Purchase Agreement; '

“Sun Life Debenture” means the subordinated debenture issued by Financial
in favour of Sun Life dated as of the date hereof in the original principal amount
of $3,000,000;

“Sun Life Default” means the occurrence of any of the events described in
Schedule B hereto; '

“Sun Life Purchase Agreement” has the meaning ascribed thereto in the.
recitals; :

“Sun Life Related Equipment” means all motor vehicles and equipment .
which is the subject matter of any Lease, the rights and remedies in respect of

which have been, now or in the future, transferred pursuant to the Sun Life ~

Purchase Agreement {either absolutely or as security) by any of the Companies
to Sun Life, and for greater certainty includes all Equipment leased under a
Lease, as the terms “Equipment” and “Lease” are defined in the Sun Life
Purchase Agreement;

“Sun Life Secarity” means all Encumbrances (whether now existing or created
in future) affecting any assets of any of the Companies (whether present or

-future) in favour of Sun Life (other than the Sun Life Subordinated Security),

and for greater certainty includes any and all security interests created by the
Sun Life Purchase Agreement in and to the Sun Life Assets and the Sun Life
Related Equipment it being acknowledged that any Sun Life Assets and the Sun



Life Related Equipment have been or shall be assigned to Sun Life absolutély
and do not and shall not comprise assets of any of the Companies;

(gg) “Sun Life Subordinated Debt” means all indebtedness, obligations and
liabilities relating to or in connection with or arising from the Sun Life
Debenture and guaranteed by each of Capital and Leasing;

(hh) “Sun Life Subordinated Default Notice” has the meaning given thereto in
Section 9.2; and

(i) “Sun Life Subordinated Security” means all Encumbrances (whether now

existing or created in future) affecting any assets of any of the Companies

- (whether present of future) in favour of Sun Life to secure the Sun Life

Subordinated Debt (including, without limitation, the Sun Life Debenture),

‘other than any such Encumbrances affecting the Sun L1fe Assets or the Sun Life
Related Equxpmenl:

1.2 - The division of this Agreement into articles, sections and subsections and the
insertion of headings exist only for convenience and shall not affect the construction or
interpretation hereof.

1 3 Except as expressly provided herein, terms wh1ch are defined in the PPSA shall
have the same meaning where used herein.

14 “This Agreement”, “herein”, “hereof”, “hereby”, “hereunder” and similar
expressions mean and refer to this Agreement in its entirety and not to any particular article,
section, subsection or other subdivision hereof.

1.5 Words importing the singular number only include the plural and vice versa and
words importing gender shall include all genders and words importing persons include
individuals, partnerships, corporations, trusts, unincorporated associations, joint ventures,
governmerntal agencies and other entities. -

1.6 Where pursuant fo this Agreement a Creditor has priority over another Creditor
in respect of certain assets, the first-mentioned Creditor may be referred to herein as the “Prior
Creditor”, the second-mentioned Creditor may be referred to herein as the “Subordinate
Creditor” and the assets in question may be referred to herein as the “Particular Assets”.

1.7 Any reference herein to an interest (including an ownership interest) of the
Corporation in any property or assets includes any right, title or interest of the Corporation of
any nature or kind in or relating to such property or assets, including without lmutatxon rights
under a lease, conditional sale agreement, title retention agreement or licence.

Doc#445167v5



ARTICLE 2 -
CONSENT

2T

Lo 2.1 ' Each Creditor hereby consents to the creation, issue, execution, delivery and
- registration of the Securities of the other Creditors and agrees that the creation, issue,
registration, filing and existence of the same shall not constitute an event of default under the
Securities of the first-mentioned Creditor. :

2.2 Each of the Companies concurs in and agrees to the terms and provisions of this
Agreement and shall maintain and deal with all its assets and undertaking in accordance with.
this Agreement.

ARTICLE 3
PRIORITIES

3.1  With respect to the Sun Life Assets and the Proceeds thereof each of the

: Creditors (other than Sun Life) hereby releases and forever discharges any security interest
I : such Creditor may have in the Sun Life Assets, whether such Sun Life Assets are Sun Life
S Assets ‘as of the date hereof or if such become Sun Life Assets at any fime in the future in
accordance with the provisions of the Sun Life Purchase Agreement. With respect to any and

all amounts from time to time in the Reserve Fund (or successor thereto) established pursuant

- £ to the Sun Life Purchase Agreement each of the Creditors (other than Sun Life) hereby releases

L S _ and forever discharges any security interest such Creditor may have in and to the same,

3.2 With respect to the Sun Life Related Equipment and the Proceeds thereof, the
I Securities shall rank in descending order of priority as follows:

(a) first, the Sun Life Security, but only to the extent of the aggregate amount paid by

' Sun Life for the transfer (either absolutely or as security) of the Leases pursuant
to the Sun Life Purchase Agreement, less any principal amounts received by Sun
Life in réspect of such leases;

(®) secox_ld, the BMO Security; and
' (© third, the Sun Life Subordinated Security.

3.3 With respect to the Industrial Assets and the Proceeds thereof, the Securities
shall rank in descending order of priority as follows:

{a) .first, the Industrial Security;
(b)Y  second, the BMO Security; and

(c) third, the Sun Life Subordinated Security.
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34 With respect to the Other Property and the Proceeds thereof, the Securities shall
rank in descending order of priority as follows :

{a) first, the BMO Security; and -
(b) second, the Sun Life Subordinated Seecurity.

ARTICLE 4
DEFAULT

4.1 BMO and each of the Companies hereby agree that the occurrence of any event -
which constitutes a Sun Life Default shall be a default under the BMO Debt and each of the
agreements and documents relating to or in connection with the BMO Debt to which any of the
Companies are a party and which include any events of default (including, without limitation,
the Operating Loan Agreement and the FirstBank Fixed Rate Lending Agreement, each dated
as of May 3, 2004 between BMO and Financial} are hereby amended to include as defaults
therein all of the Sun Life Defaults. , _

4.2  Sun Life and each of the Companies hereby agree that the occurrence of any
event which constitutes a BMO Default shall be a default under the Sun Life Subordinated

" Debt and each of the agreements and documents relating to or in connection with the Sun Life
Subordinated Debt to which any of the Companies are and which include any events of default
(including, without limitation, the Sun Life Debenture) are hereby amended to include as
defaulis therein all of the BMO Defaults.

ARTICLE 5
COSTS, ETC.

5.1 Where any priority provided by this Agreement is expressed to be limited to a
stated principal amount, the priority shall, in addition to that amount, extend to and include

 interest accruing thereon at the rate or rates applicable thereto and reasonable costs of
enforcement and collection in respect thereof (including legal fees) as allowed under such
Creditor’s Securities (but, in the case of the costs of enforcing the Securities, restricted to the
portion thereof which properly relates to reahzatlon upon the assets in respect of whlch the
priority is granted).

ARTICLE 6
ACCESS

6.1 The parties hereto shall permit each Creditor and its agents, employees and
representatives access to view, at all reasonable times, anty propetty or assets of the Companies
and the right (at such Company’s expense) to make copies of or extracts from any books of
account and all records, ledgers, reports, documents and other writings relating to such
property and assets.
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ARTICLE 7
PROCEEDS AND RECEIPTS OF ASSETS

71 . All Proceeds resulting from the enforcement of or realization on any of the.
Encumbrances constituted by the Securities will be divided or otherwise dealt with in such a
way so as to give effect to the provisions of this Agreement and the priorities created or
intended to be created and established hereby.

7.2 If a Subordinate Creditor receives or comes into possession of any Particular
Assets (including Proceeds), the Subordinate Creditor shall hold the Particular Assets in trust
for the Prior Creditor and shall forthwith deliver or pay the Particular Assets to the Prior
Creditor.

7.3 - The lability of the Companies (or any of them) for any claim in priority to the
Securities (a “Prior Claim”), or the reduction of the Proceeds of any realization by réason of
the imposition of any Prior Claim shall, regardless of the particular Company or assets upon
which the liability or reduction has been imposed, be allocated to each asset of the Companies
which is subject to such particular Prior Claim in proportion to the Proceeds thereof. The
Creditors shall make adjustments amongst one another as necessary to give effect to the
provisions of this Section 7.3. The Creditors consent to any receiver, agent or other like
official appointed with respect to any of the Companies to remit to the proper authorities out of

 the Proceeds of the particular assets the amounts payable in respect of Prior Claims and deduct
the same from distributions to the Creditors. '

ARTICLE 8
INFORMATION DISCLOSURE

8.1 " Each Creditor shall provide to the other Creditors from time to time -upon
request full information and particulars as to the amounts owing by any of the Companies, the
performance by the Companies of their obligations to that Creditor and any other information
which the party requestmg the same deems material. The Companies consent to such
disclosure.

ARTICLE 9
POSTPONEMENT AND STANDSTILL

9.1 . Upon receipt of written notice from BMO to Sun Life and Financial of the
occurrence of a Material Breach which is continuing and has not been waived by BMO and a
description of such Material Default (a “Default Notice”), Financial shall not be permitted to
pay, and Sun Life shall not be entitled to receive, cash payments in respect of regularly
scheduled monthly payments of interest, fees or principal in respect of the Sun Life
Subordinated Debt, until the earlier of (a) the passage of ninety (90) consecutive days from the
date -of receipt of the Default Notice by Sun Life and Financial, (b) the Material Default
identified in the Default Notice has been waived by BMO or been cured or (c) the BMO Debt
has been repaid in full and there is no further obligation on BMOQO to advance any further
amounts to the Companies (the “Standstill Period”). U Sun Life receives, during the
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Standstill Period, any payment, prepayment or other compensation in respect of the Sun Life
Subordinated Debt contrary to the terms of this Agreement (including any proceeds or
realization proceeds from the collateral which is subject to the Sun Life Subordinated
Security), such payment, compensation ot proceeds shall be forthwith forwarded by Sun Life
to BMO. Upon expiry of the Standstill Period, payments to Sun Life pursuant to the Sun Life
Subordinated Debt may resume. BMO and Sun Life acknowledge that BMO may not issue a
subsequent Default Notice unless the Material Default identified in the previous Default Notice
has been cured. BMO shall issne no more than one Default Notice during any twelve month
period and no more than three Default Notices during the term of the Sun Life Subordinated
Debt.

9.2 Sun Life hereby covenants and agrees that it shall not exercise any remedies
pursuant to the Sun Life Subordinated Security, unless and until:

(a) BMO has taken steps to enforce the BMO Security and Sun Life may then take
the same steps as BMO, subject aiways to the priorities set out herein; or

(b) Sun Life has given notice to BMO and to Financial of the occurrence of an event
- which constitutes an event of default pursuant to the Sun Life Subordinated Debt
or the Sun Life Subordinated Security(including as amended pursuant to Section
4.2 hereof) (the “Sun Life Subordinated Default Notice™) and a period of ninety
(90) days from the date the Sun Life Subordinated Default Notice was sent to
BMO has expired; or

(c) the BMO Debt has been repaid in full and there is no further obligation on BMO -
' to advance any further amounts to the Companies.

Nothing in this Section 9.2 shall prevent Sun Life from giving notice to BMO or Financial of a
default or event of default or accelerating any indebtedness owing to Sun Life pursuant to the
Sun Life Subordinated Debt or of its intention to realize on the Sun Life Subordinated Security.

.93 Nothing contained in this Article 9 shall in any way affect the ability of Sun Life

to exercise its rights in connection with, relating to or arising from the Sun Life Purchase
Agreement or the Sun Life Security or in connection with the Sun Life Assets or the Sun Life
Related Equipment.

ARTICLE 10
REALIZATION

10.1 Each of the Creditors agree that they will-use their best efforts to give prompt
written notice to each of the other Creditors of any action taken by them against any of the

- Companies o enforce their security, and will provide a copy of any notice or demand provided
{to any Company to each of the other Creditors. Such notice may be given prior to or forthwith
after taking such action, but failure to give such notice will not give the other Creditors any
cause of action or right to damages or other remedy against such Creditor.
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10.2 No Creditor shall be required to realize against any assets of any of the

- Companies under its Securities for the benefit of any other Creditor. Where a Subordinate

Creditor has commenced realization upon the Particular Assets, the Prior Creditor may at any
time take over such realization upon notice to the Subordinate Creditor of its intention to take
over the realization process against such Particular Assets. Subsequent to.the Prior Creditor
taking over such realization, the Subordinate Creditor shall not take any steps relating to
realization of the Particular Assets provided the Prior Creditor diligently pursues such
realization. '

" ARTICLE 11
AMENDMENT

111 ‘ Nothing contained in this Agreement, or in any other agreement or instrurment
binding upon any of the parties hereto, shall in any manner limit or restrict the ability of BMO
from increasing or changing the terms of the BMO Debt, or to otherwise waive, amend or
modify the terms and conditions of the BMO Debt, in such manner as BMO and the

- Companies shall mutually determine. Sun Life hereby consents to any and all such waivers,
amendments, modifications and compromises, and - any other renewals, extensions,
indulgences, releases or discharges of Encumbrances or other accommodations granted by
BMO to the Companies from time to time, and agrees that none of such actions shall in any
manner affect or impair the subordination established by this Agreement in respect of the Sun
Life Subordinated Debt. Notwithstanding the foregoing, neither BMQ nor any Company shall
enter into any amendment to or modification of the BMO Debt, without the prior written
consent of Sun Life, the effect of which would (a) increase the aggregate principal amount of
the BMO Debt to an amount greater than the Maximum BMO Principal Amount, (b) add
- additional events of default or make the terms of any existing event of default materially more
restrictive to any Company than as set out on the date hereof and/or {c) add restrictions on the
ability of any Company to make payments permitted pursuant to the provisions hereof.

11.2 Nothing contained in this Agreelﬁent, or in any other agreement ot instrument
binding upon any of the parties hereto, shall in any manner limit or restrict the ability of Sun

- Life from increasing or changing the terms of the Sun Life Subordinated Debt, or to otherwise

waive, amend or modify the terms and conditions of the Sun Life Subordinated Debt, in such
manner as Sun Life and the Companies shall mutually determine. BMQ hereby consents to
any and all such waivers, amendments, modifications and compromises, and any other
renewals, extensions, indulgences, releases or discharges of Encumbrances or other
accommodations granted by Sun Life to the Companies from time to time. Notwithstanding
the foregoing, neither Sun Life nor any Company shall enter into any amendment to or
modification of the Sun Life Subordinated Debt, without the prior written consent of BMQ, the
effect of which would (a) increase the aggregate principal amount of the Sun Life Subordinated
Debt to an amount greater than the Maximum Sun Life Principal Amount, (b) add additional
events of default or make the terms of any existing event of default materially more restrictive
to any Company than as set out on the date hereof and/or (c) increase the amount or frequency
of any payments of principal pursuant to the Sun Life Subordinated Debt.
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ARTICLE 12
GENERAL

121 This Agreement shall as between the Creditors evidence and govern the
1o priorities of the Securities in all respects and regardless of the priorities otherwise accorded to
Lo the Securities by any principle of law or any statute, including the PPSA, and in particular,
without regard to the time of:

(a) creation, grant, execution or delivery of the Securities;
(b) attachment or perfection of the Encumbrances under the Securities;

{c) registration of or in respect of the Securities or the filing of financing statements
or other instruments and documents with respect thereto;

(d) default in respéct of, or crystallization of any Encumbrance under, the -
Securities; :

[ o () any notice to or demand upon any of the Companies or to any other person (or
L the failure to give any notice or demand); or

) (D any advance or advances of moncy or money's worth made to any of the
v Companies.

122 Each Creditor hereby postpones and subordinates for the benefit of the other-
o Creditors the Encumbrances under the Securities, to the extent necessary to give effect to the
o priorities herein established.

L © 123 The parties hereto shall, from time to time and at all times hereafter, upon every

L reasonable request of any of the Creditors and at the expense of the Companies, make or do
such further acts and things and execute, deliver, register and file such further deeds,
documents and assurances including, without limitation, any further or specific postponements
desired under any applicable laws or otherwise, as may be necessary in the opinion of such
Creditor for more effectively 1mplementmg and carrying out the true intent and purpose of this
Agreement.

124 No provision of this Agreement shall be construed as obligating any Creditor to
advance any monies or otherwise extend credit to any of the Companies at any time.

12.5 Nothing contained in this Agreement is intended to or shall impair the
obligations of any of the Companies to pay its indebtedness to the Creditors, including the
principal thereof and the interest and premium, if any, thereon as and when the same shall
become due and payable in accordance with the terms applicable thereto nor shall anything in
this Agreement limit or in any way restrict or prevent any Creditor from demanding payment in
full of the indebtedness of any of the Companies to it or otherwise to accelerate the payment '
thereof. :
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12.6 To the extent any of the Securities shall be unenforceable against creditors of
any of the Companies generally, the Creditor holding such security shall not be entitled to
claim the benefit of this Agreement in respect thereof. None of the parties hereto shall take
any steps or do any act or thmg whereby the priorities provided for herein may be defeated or
impaired.

12.7 If any third party shall have a valid claim fo the Proceeds of any of the property
or assets of any of the Companies in priority to or on a parity with one of the Creditors but not
in priority to or on a parity with another Creditor, then this Agreement shall not apply so as to
diminish the rights (as such rights would have been but for the provisions of this Agreement)

- of such other Creditor against any such third party to the proceeds of disposition of such
,property Of asses.

12.8 The indebtedness of the Companies to each of the Creditors is several and
nothing herein contained shall be construed as creating between the Creditors a partnership,
joint venture or other joint association. :

12,9 Any notice or written communication given pursuant to or in connection with
this Agrccment shall be in writing and shall be given by delivering the same personally or by
prepaid courier, prepaid registered mail, telex or telecopier, addressed to the party to be

notified at the address of such party set out herein or at such other address of which such party
has given notice to the other parties hereto. Any such notice shall be conclusively deemed to
have been given and received on the day of actual receipt by the addressee or, if given by
prepaid registered mail, on the third Business Day following the mailing date (absent a general
disruption in postal service).

12.10 Amounts of currency expressed herein are in lawful money of Canada.

12.11 This Agreement supersedes all prior agreements and understandings relating to
the subject matter hereof between any of the parties hereto and represents the entire transaction

- between the parties with respect thereto. Except as expressly set out herein, there are no
representations, warranties or conditions, written or oral, express or implied, statutory or
otherwise, concerning the subject matter hereof. No party hereto has relied on any express or
implied representation, written or oral, of any person as an inducement to enter into this

" Agreement. In particular, the parties acknowledge that the agreement dated as of May 3, 2004
arnong the parties hereto (or in the case of Industrial, its predecessor) is no longer of any force
or effect.

12.12 : Neither this Agreement nor any provision hereof may be changed, waived,
discharged or terminated except by instrument in writing, signed by the parties or by the party
against whom enforcement of the change, waiver, discharge or termination is sought. No
consent of any of the Companies shall be necessary to any amendment to the terms hereof by
the Creditors unless the interests of such Company are directly affected thereby; provided that,
following any amendment, the Creditors shall notify the Companies of the same.
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2 12.13 ~ No act or omission by any party hereto in any manner whatever in the premises
LY é ’ shall extend to or be taken to affect any provision hereof or any subsequent breach or defaunlt or
the rights resulting therefrom save only express waiver in writing,

12.14 Nothing contained in this Agreement shall be construed as conferring any rights
_ ] or benefits of any kind whatsoever upon any of the Companies, or any person who is not a
[ ' party to this Agreement, or as modifying any other agreement between the Creditors or any of
o them and any of the Companies, and each of the Companies shall not be entitled to enforce any

provision of this Agreement. '

12.15 Time shall be in all respects of the essence hereof.

12.16 - Any provision of this Agreement which is invalid or unenforceable under the
laws of any jurisdiction in which this Agreement is sought to be enforced shall, as to such
jurisdiction and to the extent such pr0v1310n is invalid or unenforceable, be deemed severable -
and shall not affect any other provision of this Agreement.

1217 This Agreement shall be construed, interpreted and performed in accordance
with the laws of the Province of Ontario and the laws of Canada applicable therein and shall in.
all respects be treated as an Ontario contract. -

12.18 This Agreement may be executed in any number of counterparts cach of which
when so executed shall be deemed to be an original and all of such counterparts taken together
shall be deemed to constitute one and the same agreement,

,,,,,
o

: 12.19 This Agreement shail enure and accrue to the benefit of and shall be binding

: upon the parties hereto and their respective successors and assigns and every reference herein

to a party hereto shall extend to such successors and assigns as if specifically named therein;

provided that a Creditor (the “Assignor™) assigning or transferring any of the Securities shall

first deliver to the other Creditor(s) a written agreement by the proposed assigoee or transferee

in favour of the other Creditor(s) to be bound by the provisions hereof to the same extent as the
Assignor,

[THE REMAINDER OF THIS PAGE IS mTENTIONALLY LEFT BLANK]}
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IN WITNESS WHEREOQF the parties hereto have duly executed this Agréement.

BANK OF MONTREAL

By: JM
W. H. SAMETZ

or

Name: f
Title:
RELATIONSHIP MANAGER

By:
- Name:
Title: *

SUN LIFE ASSURANCE COMPANY .OF'
CANADA : '

By: -
Name:
Title:

By:
. Name:
Title:

INDUSTRIAL ALLIANCE INSURANCE
AND FINANCIAL SERVICES INC. -

By:

Name:
Title:

Name:
Title:
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IN WITNESS WHEREOF the parties hereto have duly executed this Agreement. -

BANK OF MONTREAL

By:

Name:
Title:

By:

Name_:
Title:

SUN LIFE ASSURANCE COMPANY OF
CANADA

N

6T weith Cressman, Ascicteat Vice-President
Title: ' Struciured Finance

By: /W"‘""
Name: ‘

Titlg:s, {Moe} Danis, Assistant Vice-President
tease Finance

INDUSTRIAL ALLIANCE INSURANCE
AND FINANCIAL SERVICES INC.

By

Name;
Title:

By:

Name:
Title:
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IN WITNESS WHEREOF the parties hereto have duly executed this Agreemeﬁt.
BANK OF MONTREAL

By:.

Name:
Title:

By:

Name:
Title;

-SUN LIFE ASSURANCE COMPANY OF

CANADA
oo A _ .
o : : : Name:
Title:
By:
Name:
Title:

INDUSTRIAL ALLIANCE INSURANCE
AND FWAN CIAL SERVICES INC.

By:_ ﬂﬂ/l/

N me Rene E. Trudeau
Title: Executive Vice President and
Chief Operating Qfficeér

w ] T

£ Namc
L Title: GARY COLES
. _ : Senior Vice-President, Administrafion
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BODKIN FINANCIAL CORPORATION

Title:
I have authority to bind the Corporation

-

BODKIN LEASING CORPORATION

Perr

I have authonty to bind the Corporation

BOI)K]N CAPITAL CORPORATION
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( SCHEDULE A
~ BMO DEFAULT

i 1. Failure of any of the Companies to make any payment of any amounts outstanding to
‘ BMO pursuant to the BMO Debt or the BMO Security.

2. The ratio of Financial’s combined Total Debt to Tangible Net Worth exceeds 7.5:1.0.

3. Tangible Net Worth of Financial is less than 100% of the outstanding securitization
proceeds receivable, : _

4. The ratio of Financial’s combined Earnings Before Interest and Taxes to combined
Interest Expense is less than 1.75:1.0. :

WHERE

“Tangible Net Worth” means the recorded consolidated financial statement value of
shareholder’s equity in the business plus any loan made by the shareholders to the business
and formally subrogated in favour of BMO, on terms acceptable to BMO minus the
. following, if not already provided for or deducted: allowance for such intangible assets as
( ©  leaschold improvements, goodwill, franchises, patent right, copyrights and trademarks;
T reserve amounts for credit losses, amounts due by officers, subsidiaries and/or affiliates, and
provision for income tax deemed reasonably by BMO.

In addition to the foregoing, in connection with No. 2 above an amount equal to the greater
of (i) the trailing 12 month average loss rate, or (i) 1% times 1.25 times the outstanding
securitized lease assets, is to be deducted from Tangible Net Worth,

“Total Debt” is to exclude deferred revenues and deferred taxes and is to include $3,000,000 g
provided to the borrower from Sun Life by way of subordinated debenture.
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{ | SCHEDULE B
SUN LIFE DEFAULT

1. Failure of any of the Companies to make any i::ayment of any amounts outstanding to
Sun Life pursuant to the Sun Life Subordinated Debt or the Sun Life Subordinate
Security. '

2, Failure to maintain Tangible N et Worth of not less than $3,000,000.

3. Failure to maintain a ratio of Total Funided Debt to Tangible Net Worth of not more
than 7.50 to 1.00,

4. Failureto maintain a ratio of EBIT to Interest Expense of not less than 175 to 1.00.

WHERE:

"Tangible Net Worth" means, at any time,

o (i) the sum of (i) the value stated on the books of Financial of the share’
{ , capital of Financial and its Subsidiaries plus (ii) the amount of the paid in.
capital and retained earnings of Financial and its Subsidiaries plus (iii) the
principal amount outstanding under the Sun Life Subordinated Debt,

minus

(i)  the net book value of all assets, after deducting any reserves applicable
- thereto, which would be treated as intangibles under GAAP, including,
without limitation, goodwill, trademarks, tradenames, service marks,
brand names, copyrights and patents and prototype development costs and
the excess of the equity in any Subsidiary over the cost of the investment

in such Subsidiary, minus '

(iii)  all deferred assets (other than prepaid taxes and other expenses), minus

(iv)  the book value of any asset which is an investment in or is owed to any of
the Companies by a non-arm's length party within the meaning of the
Income Tax Act (Canadal),

in each case as such amounts would be shown on a consolidated balance sheet of _
Financial and its Subsidiaries as of such time prepared in accordance with GAAP.

"Total Funded Debt" means, on any particular date, all interest bearing Debt of
Financial on a consolidated basis as at such particular date determined in
accordance with GAAP including the BMO Debt and the principal amount

L

Dou#445187vE



Lo

Doc#445167vE

19

outstanding under the Sun Life Subordinated Debt but exclﬁding any trade

‘payables arising in the normal course of business, deferred revenue, deferred

taxes and accrued liabilities.

"Debt" of any Person means, without duplication:

(v) all indebtedness of such Person for or in respect of borrowed money,
credit or other financial accommodation, including liabilities and
obligations with respect to letters of credit, letters of guarantee, bankers'
acceptances or similar instruments issued or accepted by banks and other
financial institutions for the account of such Person;

(vi)  all indebtedness of such Person for or in respect of the purchase or
acquisition price of property or services, whether or not recourse is hnnted :
to the repossession and sale of any such property;

(vii) all obligations under any lease entered into by such Person as lessee which
would be classified as a capital lease in accordance with GAAP;

(viii) ~ all obligations of such Person to purchase, redeem, retract or otherms&
acquire any securities issned by such Person; and

(ix) ~ all Debt (as hereinbefore defined) or any other debt which is directly or
indirectly guaranteed by such Person or which such Person has agreed
- (contingently or otherwise) to purchase or otherwise acquire or in respect

of which such Person has otherwise assured a creditor against loss;

provided, however, that indebtedness incurred by Financial or its Subsidiaries on
account of the supply of goods and services in the ordinary course of business
shall be excluded from the calculation of Debt of Financial or its Subsidiaries so
long as such indebtedness is paid or otherwise satisfied within customary credit
terms normally established from time to time by Financial with its suppliers.

- "EBIT" of Financial for a particular period of Financial means the income (or

loss) of Financial and its Subsidiaries, determined on a consolidated basis, before
deductions of interest and taxes and before any payments on account of capital or’
financial leasing for such period, determined in accordance with GAAP, but
without taking into account:

(i) extraordinary items of incotne or expense; or
(iiy  prior period adjustments.

“Interest Expense" means, at anytime, interest payments which Financial was
required to make during the prior twelve (12) month period.
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. ASSUMPTION AGREEMENT

IT IS HEREBY CERTIFIED THAT, pursuant to agreements dated April 19, 2005,
and August 22, 2005, between Industrial Alliance Insurance and Financial Services Inc.
(“Industrial”) and The National Life Assurance Company of Canada (“National®),
National assigned to Industrial with effect from July 1, 2005, all of the assets and
liabilities of National with respect to the Priority Agreement dated May 3, 2004,
between Bank of Montreal, Sun Life Assurance Company of Canada, Bodkin Financial
Corporation, Bodkin Leasing Corporation, Bodkin Capital Corporation and National,
and Industrial has agreed to be bound by the. prov151ons of the said Agreement to the
same extent as National. .

Please sign and return to us a copy of this Assmnption'Agreement to indicate your
agreement to the substitution of the name Industrial for that of National as a party to the
said Agreement '

Signed at the Industrial Alliance Toronto Service Centre, 522 Umver51ty Avenue,
Toronto, Ontario this 5™ day of October, 2005.

Industrial Alliance Insurance
and Financial Services Inc.

e | Lot

Ren&Trudeau
Executive Vice President
and Chief Operating Officer

Per: W’;
oles
ior Vice President,

Administration

Accepted this Yer’ day of Eetrtiee , 2005.

Bank of Montreal

- rer /A/M

w. A S

RELATT MANAGER
Per:
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THIS IS EXHIBIT “J” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3%°
DAY OF OCTOBER, 2011

(¥

SAM PHILIP RAPLSS
A COMMISSIONER FOR TAKING AFFIDAVITS
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Bodkin Financial Corporation

BORROWER

FACILITY 1

Amount

Purpose

Availment

Margin

Requirements

Repayment

Interest Rate ‘

FCMA Fee

Administration Fee

FACILITY 2
Amount

Purpose

April 20, 2009

. TERM SHEET

. Bodkin_Financial Corgorationr

OPERATING CREDIT

$13,000,000

To assist with daily business operations.

On demand by way of overdraft &/or Foreign Exchange Forward Contracts
(FEFC) (10% risk content) as per terms and conditions under Operating Loan
Agreement, FEFC availability is capped at $500,000 (CAD), with one year
maximum term. Availment for equipment is to be capped at $6,500,000 at any
one point in time.

Advances, including FEFC risk content, are to be contained at all times within the

- aggregate of the undernoted company assets, which are to be free and clear of

any other encumbrances:

(a) © 100% of new and used vehicles (in'cluding medium duty trucks and héavy
* duty trucks and trailers) and equipment pending funding of the respective

lease by a third party and ultimate securitization. To be outstanding under

‘this line for no longer than 90 days.

(b) 70% of the acquisition cost of used vehicles up to 90 days, with nd value
given to units over 90 days. Maximum availability $750,000.

(c) 75% of the Bank's estimated worth of good quality customer accounts
receivable fess than or equal to 3 months past due, Excluding items in
dispute, amounts due by Officers and Affiliates and intercompany accounts,

From advances under Facility 2, eqmpment securitization, and normal business
receipts.

Bank of Montreal Prime + 1.75%, floating, payable monthly in arrears.
$500.00 per month.

In addition to the FCMA Fee, a monthly administration fee of $500 is to apply.

WHOLESALE LEASING CREDIT

$ 10,000,000

To finance the leasing of new and used vehicle feases. To include ieases for
company vehicles up to a maximum of 30 units.
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Loan Limits

‘Interest Rates

Terms

Bodkin Financial Corporation April 20, 2009

NEW VEHICLES

The Bank will finance 100% of the acquisition cost (including any value added
package) of new vehides (excluding GST) Jess advance rentals, cash
downpayments and trade-in aliowances. Aoquisition cost to be verified via "arms-
length invoice”. Financing of leases under this facility must be completed within 60
days of origination.

USED VEHICLES
The Bank will finance the lesser of: (i} 100% of the acquisition cost (including
any value added package), plus $600 administration cost, of used vehicles

- (exdluding GST), fess advance rentals, cash downpayments and trade-in

_ allowances o (ii) current Black Book “dlean value”, plus $600 administration cost,

less advance rentals, cash downpayments and trade-in allowances. Acquisition
cost to be verified via "arms-length invoice" Financing of leases under this facility
must be completed within 60 days of origination.

(FIXED)

- NEW and USED VEHICLES

Up to and including 60 month term: '
Bank of Montreal Cost of Funds + 1.75% fixed for term chosen (1 to 5

years).’

(FLOA mva)

(A) Bank of Montreal Prime + 1. 5%, ﬂoattng, payable monthly m arrears

&/jor
{B) Canadian Dollar Offering Rate (CDOR} 4 300 basis points.
To be set at the beginning of the month and remain. in place for one month.
(CDOR rate is based upon the average of Schedule 1 Banks one month Bankers
Acceptance offering rates as at 10 am Toronto time on the last business day of

the montft)

USED VEHICLES

Total advances for used vehide financing not to exceed 50% of the amount drawn
under the Wholesale Leasing Credit. '

Lease terms are available as follows:

New vehicles; -up to 60 months.
Vehicles that are one model year old, with under 30,000 kllometres are to be

considered new up to June 30% of the current year.

Used vehides:

- Term of the lease plus model age of vehicle up to 84 months.
- Current & up to three model years old

- Model year is deemed to be the same as the calendar year
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Extensions: ' : -
L ' ' Available for units originally leased as new provided the original lease term plus
: ' extension does not exceed 72 months and amount financed cannot exceed the
Bank Balloon Balance. Upon notification from the Borrower {(and prior to lease
maturity), leases may be extended for a maximum of 3 months without further
documentation.

Re-leases: :
In the event of a lease default, and the borrower is unable to find a lessee to
assume the existing lease, and has had to re-lease the vehicle to another lessee,
creating a new lease; the amount is not to exceed the outstanding loan balance less
any additional advance rentals, cash down payments and trade-in allowances.

Assumptions:
New Lessee must assume all terms of the original lease

Types of Leases Restricted to open end. leases, Closed end Ieases'will‘dhly be financed upon
' evidence of satisfactory residual value insurance. '

Lessor is responsible to register their interest under P.P.S.A. for ALL leases,

Repayment _ .
» From monthly lease revenue and/or sale of off-lease vehicles.

B " ..».. loans must be fully paid.out within 30 days of lease termination or when vehicle .
| - ‘ sold, whichever occurs first, unless extended for 3 months as provided for above.
b _ : *» Loans must be fully paid out on vehicles reported as a total loss resulting from
IR ' accident, theft or loss regardiess if settlement Is to be paid by insurance company;
' payout to be the earlier of receipt of insurance proceeds or 60 days.
» When arrears under the lease contract are more than 60 days delinquent, the lessor
must take immediate corrective action (e.g. lessee to bring arrears current or steps
taken to repossess the unit).

Standard monthly repayment schedule as undernoted:

(i) Tobe rebaid monthly for the term of lease on a fixed principal payment at:

S _ OPEN END LEASES CLOSED END LEASES
Terms (Mos.) Payback Terms (Mos.) -Payback
. 1t023 2.00% princ. 1t0 23 2.25% princ.
| 241035 © 1.75% princ. 24 t0 35 2.00% princ,
36 to 60 " 1.50% princ. 36to60 1.50% princ.

Note: A reduction of .25% will be made to the above payback factors for the following makes:
Toyota, Lexus, Nissan, Infiniti, Acura, Honda, Mercedes Benz, BMW, Porsche.
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(ii) Fixed Principal Repaymerits if Down Payments Are Made:

Down Payment/Trades 5%-9% | 10%- 14% Over 14%
as a % of Vehicle Cost .
- ‘ TERM {Months)
; o |l Open &for Closed End
| 1-23 2.00% 1.75% 1.50%
2435 1.75% ‘ 1.50% 1.25%
36560 ' 1.50% 1.25% 1.00%

In no case will the balloon balance exceed the pro;ected residual value of
the vehicle at lease termination.

Prepayment A prepayment penafty of three percent (3%) of the then outstanding pnnapal'
balance is applicable to any prepaid amounts on fixed rate leases, except in the.
following exceptional urcumstances

I. the related lease is terminated by mutual consent of the Lessor and the Lessee,

ii. the amount prepaid s equal to an amount prepaid by the Lessee to the Lessor
to fully prepay the related lease, '

iii. the-financed-vehicle is destroyed -or- in the opinion-of the- Bank; is rendered- -
unsuitable for further leasing,

iv. the financed vehicle has been used in daily rental service for at least twelve

~ months, or '

v. the prepayment is made pursuant to the Lessee’s defatlt.

- Floating Rate If the floating rate option is selected there will be a one-time opportunity to convert
' all or a portion of the portfolio to a fixed rate at the current fixed rate at the time of
the change. Once the fixed rate option is chosen, the portfolio or portion thereof so

converted cannot revert to a floating rate basis. '

Rate Protection \ﬁ’lfed rate advances Gﬁ%‘,‘"} )

Interest rates for lease financing may ﬂuctuate between ordering time and delivery

date of vehicle. Rate protection is available In such instances to the Lessor.

Requirements are: :

- Application in writing is required from lessor prior to the next weekly
rate change.

- Details of units and name of lessee and delivery date must be prowded via copy
of Offer to Lease / or equivalent documentation acceptable to the Bank.

- Maximum protection is 60 days from date of rate change.

The interest rate on the 3 month lease extensions (as provided for above) will be
the loan rate of the original lease, otherwise the interest rate on all other lease
extensions will be the current rate.

Interest rate on a re-lease must be current rate. However in the case of a lease _

~ default, "New” terms may apply if the vehicle fas less than 30,000 Kms, otherwise
"Used" terms wiil apply.
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Interest Payable monthly in arrears,
Availment By Lessor's Proceeds Request (Bank Form 3840) with individual lease

General Conditions - __Applicable to Facility # 2

o1,

documentatlon as follows:

- lease Agreement that is acceptable and assignable to the Bank (signed in
original).

- Dealet/vendor invoice or bill of sale (copy).

- Results of credit investigation on Lessee (Bank Form 3800 to be provided).

Note:
- Lessor's lease file should contain a credit application 5|gned by the lessee
authorizing a credit investigation and exchange of credit information.

- Proof of ownership (copy of vehicle registration).
- Delivery Receipt _
- . Copy of evidence of lessee coverage for fire, theft and comprehensive in an
amount no less than the actual cash value. Public liability, property damage
~and bodily injury of not less than $1,000,000.
- Collision er comprehensive deductible not to exceed $5,000.

The Bank_ reserves the. nght_to decllne financing of any lease contract where, in its.opinion, the

" risk is not aoceptable

Audits

No subletting of vehicles by the lessee is permitted.

No broker lease financing paper is permitted. All leases to be in the name of BFC Group companies,
as lessor. . :

lease advances outside of the Province of Ontario will not exceed 40% of outstanding fease

advances under the Wholesale Leasing Credit. Leases outside of Canada are ineligible for financing.

Under this Facility, the Bank will not finance more than 10 leases in any one company or individual

‘without the prior approval of the Bank.

For audit purposes, the Bank shal!' have the right to verify leases directly with lessees. The
verification of leases shall either be completed directly by the Bank or, at the option of the Borrower,
the verification of leases may be completed by the Borrower's auditor so long as the auditor is
satisfactory to the Bank and the verification is completed in accordance with the terms stipulated by
the Bank. The costs of the verification if conducted by Borrower's auditor shali be for the account of
the Borrower. _

Subject to surp.ﬁse audits, not less frequently than quarterly.
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FACILITY 3
Amount

Purpose

Loan Limits

Interest Rates

Terms

HEAVY DUTY TRUCK AND TRAILER LEASING CREDIT
$ 6,000,000

To finance the leasing of new and used heavy duty trucks and trailers
(Individually and collectively herein described as “unit”). Advances related to
used trucks including re-leases, but excluding extensions and assumptions on
trucks (which were originally leased as new trucks), are not to exceed
$1,500,000 (25% of the Facility 3 limit). All trucks are to be standard on-road
vehicles.

NEW UNITS

The Bank will finance 100%b of the acquisition cost- (lndudmg any value added
package) of new units (excluding GST) fess advance rentals, cash downpayments
and trade-in allowances. . Acquisition cost to be verified via "arms-length invoice”,
Financing of leases under this facility must be completed within 60 days of
origination.

USED UNITS

The Bank will finance 100% of the acquisition cost (including any value added
package), plus $600 administration cost, of used units (excluding GST), less
advance rentals, cash downpayments and frade-in allowances. Acquisition cost
to be verified via "arms-length invoice”.  Financing of leases under this facility must

--be-completed within 60 days-of erigination. oo

(FIXED)

NEW and USED UNITS

Up to and indluding 60 month term;
Bank of Montreal Cost of Funds + 2.25% fixed for term chosen (1 to 5

years).

(FLOATING)
(A) Bank of Montreal Prime + 2.0%, ﬂoatmg, payable monthly in arrears
&/for

rr‘) Canadian Dollar Offering Rate ICQQR} <+ 2EB0 hacle nnl‘qt'c

Fi LAl

To be set at the beginning of the month and remain in place for one month.

Lease terms are available as follows:
New Units: -up fo 60 months.
Units that are one model year old, with under 30,000 kilometres, are to be

considered new up to June 30" of the current year.

Used units:

- Term of the lease plus model age of unit up to 84 months.
- Current & up to three model years old

- Model year is deemed to be the same as the calendar year

Extensions:

Available for units ong:na!!y leased as new provided the original lease term plus
extension does not exceed 72 months and amount financed cannot exceed the
Bank Balloon Balance. Upon notification from the Borrower (and prior to iease
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Repayment

Bodkin Financial Corporation | April 20, 2009

maturity), leases may be extended for a maximum of 3 months without further
documentation.
Re-Leases: . :
In the event of a lease default, and the borrower s unable to find a lessee t
assume the existing lease, and has had to re-lease the unit to another lessee,
creating a new lease; the amount is not to exceed the outstanding loan balance less
any additional advance rentals, cash down payments and trade-in allowances.

Assumptions:
New-Lessee must assume all terms of the original lease

Restricted to open end leases. Closed end leases will only be financed upon’
evidence of satisfactory residual value insurance.

Lessor is responsible to register their interest under P.P.S.A. for ALL leases.

From monthly lease revenue and/or-sale of off-lease vehicles.

Loans must be fully paid out within 30 days of lease termination or when unit
sold, whichever occurs first, unless extended for 3 months as provided for above.
Loans must be fully paid out on units reported as a total loss resulting from
accident, theft or loss regardless if settlement is to be paid by insurance company;
payout-to-be the-eatfier of receipt ofinsurance proceeds-or-60-days.

When arrears under the lease contract are more than 60 days delinguent, the lessor
must take immediate corrective action (e.g. lessee to bring arrears current or steps
taken to repossess the unit).

Standard monthly repayment schedule as undernoted:

()] Yo be repaid monthly for the term of lease on a fixed principal payment at:

OPEN AND CLOSED END LEASES
Terms {Mos.) Payback
. 1023 , 2.50% princ.
" M3 | 2.25% princ.
36 to 48 2.00% princ. i
49 to 60 ﬁ _1.75% princ.

In no case will the balloon balance exceed the projected residual value of
the unit at lease termination.
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(if) Fixed Principal Repayments if Down Payments Are Made:

Down Payment/Trades 0% -9% Over 10%
As a % of Vehide Cost :
TERM (Months)
Open &/or Closed End

123 2.50% 2.25%
24-35 2.25% 2.00%
36-48 2.00% 1.88%
49-60 . 1.75% 1.75%

Prepayment

Floating Rate

Rate Protection _

In no case will the balloon balance exceed the projected residual value of
the vehicle at lease termination.

A prepayment penalty of three percent (3%) of the then outstanding principal

~ balance is applicable to any prepaid amounts on fixed rate leases, except in_the

foilowing exceptional crcumstances:

i the related lease is-terminated: by-mutual consent of the Lessor and the Lessee,

_H. the amount prepaid s equal to an amount prepaid by the Lessee to the Lessor

to fully prepay the related lease,

fil. the financed unit is destroyed or in the opinion of the Bank, is rendered
unsuitable for further feasing,

iv. the prepayment is made pursuant to the Lessee’s default.

If the floating rate option is selected there will be a one-time epportunity to convert
all or a portion of the portfolio to a fixed rate at the current fixed rate at the time of
the change. Once the fixed rate option is chosen, the portfolio or portton thereof so
converted cannot revert to a floating rate basis.

(fixed rate advances only) _

Interest rates for lease financing may fluctuate between ordering Hme and delivery

date of vehicle. Rate protection is available in such instances to the Lessor.

Reguirements are:

- Application in writing is required from iessor prior to the next weekly
rate change.

- Details of units and name of lessee and delivery date must be provided via copy
of Offer to Lease / or equivalent documentation acceptable to the Bank.

- Maximum protection is 60 days from date of rate change.

The interest rate on the 3 month lease extensions (as provided for above) will be
the loan rate of the original lease, otherwise the interest rate on all other lease

extensions will be the current rate.
Interest rate on a re-lease must be current rate. However in the case of a lease

default, "New" terms may apply if the vehicle has less than 30,000 Kms, otherwise
"Used" terms will appiy.
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Interest Payable monthly in arrears.
Availment By Lessor's Proceeds Request (Bank Form 3840) with individual lease

documentation as follows:

. - Lease Agreement that is aoceptabie and assignable to the Bank (signed in
original).
- Dealerfvendor invoice or bill of sale (copy).
- Results of credit investigation on Lessee (Bank Form 3800 to be provided).
- Minimum summary tax return information for sole proprietorships and financial
statement for corporations for lease transactions of $50,000 or more,

Note:
Lessor's lease file should contaln a oedit application signed by the lessee
authorizing a credit investigation and exchange of credit information.

- Proof of ownership (copy of truck reglstratlon)

- Delivery Receipt

- Copy of evidence of lessee coverage for fire, theft and comprehensive in an
amount no Jess than the actual cash value. Public fability, property damage
and bodily injury of not less than $2,000,000 for trucks and $1,000,000 for
trailers.

- Callision or comprehensive deductible not to exceed 10% of the capital cost of

the unit;, capped at $25;000 -

General cOndiﬁor_ts - Applicable to Facility # 3

1.

The Bank reserves the right to decline financing of any lease contract where, in its opinion, the
risk is not acceptable.

No subletting of vehicles by the lessee is permitted.

No broker lease  financing paper is permitted. All leases to be in the name of BFC Group companies,
as lessor. - :

Leases outside of Canada are ineligible for ﬂnancihg.

Under this Facility, the Bank will not finance more than 3 leases in any one company or individual
without the prior approval of the Bank.

For audit purposes, the Bank shall have the right to verify leases directly with lessees. The
verification of leases shall either be completed directly by the Bank or, at the option of the Borrower,
the verification of leases may be completed by the Borrower's auditor so long as the auditor is
satisfactory to the Bank and the verification is completed in accordance with the terms stipulated by
the Bank. The costs of the verification if conducted by Borrower's auditor shall be for the account of

. the Borrower.

Audits

Subject to surprise audits, not less frequently than quarterfy.
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Fees

L ' The Borrower will be responsible for payment of the following fees:

¢ All costs mcludmg legal fees and out of pocket expenses incurred for the prepanng and obtammg of
security and documentatlon

s $25.00 adm:mstrahon fee per lease booked, plus out of pocket expenses are to be recovered from
the lessor. e.g. bank reports $12.

«  $25.00 admlnlstrahon fee per lease booked with rate protection is to be recovered from the lessor.
e  $1,000.00 per annum to cover the cost of lease portfolio a.udits.
_» Reporiing fees as a result.of deviations from the terms and conditions set out herein. e.g.

$100 for each Exception Request (first 4 exception requests per annum, no charge)
$500 for Interim Credit Applications

FACILITY 4 NEW EQUIPMENT LEASING CREDIT

Amount $ 3,000,000
Purpose - To finance the leasing of new equipment in the-following categories:
1. New manufacturing and processing equipment
2. New packaging and materials handling equipment
3. New wood and metal working equipment
4, New construction equipment and
5. New agricultural equipment

Loan Limits NEW UNITS
' The Bank will finance 100% of the acquisition cost of new equipment (excluding
GST) Jess cash downpayments and trade-in allowances. Acquisition cost to be
verified via "arms-length invoice”. Financing of leases under this facility must be

completed within 60 days of origination.

Interest Rates - (FIXED)
' Up to and indluding 60 month term:
Bank of Montreal Cost of Funds + 2.25% fixed" for term chosen (1 to 5

years).

(FLOATING)

(A) Bank of Montreal Prime + 2.0%, floating, payable monthly in arrears
Lo 8for
‘ - __ (D) Canadian Dollar Offermg Rate (CDOR) + 350 basis points.
Do To be set at the beginning of the month and remain in place for one month.
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Terms

Types of Leases

Limitation

Rep_ggment

Lease terms are available up to 60 months.

Re-leases: |

In the event of a lease default, and the borrower is unable to find a lessee to
assume the existing lease, and has had to re-lease the unit to another lessee,
creating a new lease; the amount is not to exceed the outstanding loan balance less

cash down payments.

Assumptions: _
New Lessee must assume all terms of the original lease

Restricted to open end leases. Closed end leases will only be financed upon
evidence of satisfactory residual value insurance. ‘

Lessor Is responsible to register their interest under' P.P.S.A. for ALL leases.
Leases removed from a securitization are not efigible for financing under this facility.
From monthly lease revenue and/or sale of equipment.

* Loans must be fully paid out within 30 days of lease termination or when unit-

'sold, whichever occurs first.
Loans must be fully paid out on units reported as a total loss resulting from-

~accident, theft or loss regardless if settlement is to be paid-by insurance company;

payout to be the earlier of receipt of insurance proceeds or 60 days.

When arrears under the lease contract are more than 60 days delinquent, the lessor
must take immediate corrective action (e.g. lessee to bring arrears current or steps
taken to repossess the unit).

Standard monthly repayment schedule as undernoted:

(i) To be repaid monthly for the term of lease on a fixed principal payment at:

o

T OPEN AND CL(;S_ED END LEASES
IV Terms {Mos.) Payback
123 2.50% princ. |
24to 35 2.25% prine.
f 36 to 48 - 2.00% princ.
49 o 60 1.75% princ. I

In no case will the balloon balance exceed the projected residual value of
the unit at lease termination. ‘
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(if) Fixed Principal Repayments if Down Payments Are Made:

Down Payment/ Trades 0% - 9% Over 10%
as a % of Vehicle Cost
TERM (Months)
Open &/for Closed End
1-23 : 2.50% 2.25%
24 -35 2.25% 2.00%
36-48 ‘ 2.00% 1.88%
49 - 60 1.75% 1.75%

In no case will the balloon balance exoeed the projected resndual value of
the unit at lease termination.

Prepayment : A prepayment penalty of three percent (3%) of the then outstanding principal
balance is applicable to any prepaid amounts on fixed rate leases, except in. the
following exceptional dircurmnstances: :

v. - -the related lease is terminated-by-mutual consent of the-Lessor-and the Lessee,

. vi. the amount prepaid is equal to an amount prepaid by the Lessee to the Lessor

o to fully prepay the related lease,

L ' ' vii. the financed unit is destroyed or in the opinion of the Bank, is rendered
unsuitable for further leasing,

viil. the prepayment is made pursuant to the Lessee’s default.

Floating Rate If the floating rate option is selected there will be a one-time opportunity to convert

b all or a portion of the portfolio to a fixed rate at the current fixed rate at the time of

S _ the change. Once the fixed rate option is chosen, the portfolio or portlon thereof so
. converted cannot revert to a floating rate basis.

Rate Protection (fixed rate advances only)
Interest rates for lease financing may ﬂUCtuate between: ordenng time and delivery
date of vehicle. Rate protectioni is available in such instances to the Lessor.
Requirements are:
- Application in writing is required from lessor prior to the next weekly
rate change.

- Details of units and name of lessee and delivery date must be provided via copy

P . of Offer to Lease / or equivalent documentation acceptable to the Bank.

Lt - Maximum protection is 60 days from date of rate change.

Interest rate on a re-lease must be current rate.

Interest Payable monthly in arrears.
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Availment By Llessor's Proceeds Request (Bank Form 3840) wﬂh individual lease

documentation as follows:

- Lease Agreement that is acceptable and assignable to the Bank (signed in
original}.

- Dealer/vendor invoice or bill of sale (copy).

- Results of credit investigation on Lessee (Bank Form 3800 to be provided).

- Minimum summary tax return information for sole proprietorships and financial
statement for corporations for lease transactions of $50,000 or more.

- Proof of comprehensive insurance coverage

Note
Lessor's lease file should contain a credit application signed by the lessee
authorizing a credit investigation and exchange of credit information.

General Conditions - _Applicable to Facility # 4

L

Audits

Fees

The Bank reserves the right to decline financing of any lease contract where, in its opinion_.' the
risk is not acceptzble.

No subletting. -

No broker lease financing paper is permitied. All leasns to be in the name of BFC Group
companies; -as lessor. '

Leases outside of Canada are ineligible for financing.

Under this Facility, the Bank will not finance more than 3 leases in any one company or mdmdual

‘without the prior approval of the Bank.

For audit purposes, the Bank shall have the right to verify leases directly with lessees. The
verification of leases shali either be completed directly by the Bank or, at the option of the Borrower,
the verification of leases may be completed by the Borrower's auditor so long as the- auditor is
satisfactory to the Bank and the verification is completed in accordance with the terms stipulated by
the Bank. The costs of the verification If conducted by Borrower’s auditor shall be for the accounit of
the Borrower.

Subject to surprise audits, not less frequently than quarterly.

The Borrower will be responsible for payment of the following fees:

All costs including legal fees and out of pocket expenses incurred for the preparing and obtaining of
security and documentation.

$25.00 administration fee per lease booked, plus out of pocket expenses are to be recovered from
the lessor. e.g. bank reports $12.

$25.00 administration fee per lease booked with rate protection is to be recovered from the lessor.
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FACILITY5
Amount .
Pu sSa

Loan Limits

Interest Rates

Jerms

Types of Leases

Limitation

' Repayment

- GOVERNMENTAL NEW EQUIPMENT LEASING CREDIT

$ 3,000,000
To finance the leasing of equipment:

NEW UNITS _

The Bank will finance 100% of the acquisition cost of new equipment to
governmental (federal, provincial or municipal) agencies (excluding GST) fess
cash downpayments and trade-in allowances. Acquisition cost to be verified via.
"arms-length invoice”. Financing of leases under this facility must be completed
within 60 days of origination. .

(FIXED) -

Up to and including 60 month term:

Bank of Montreal Cost of Funds + 2.25% fixed for term chosen (1to5
years). '

(FLOATING) . _ :

(A) Bank of Montreal Prime + 2.0%, floating, payable monthly in arrears
&for -

(E) Canadian Dollar Offering Rate (CDOR) + 350 basis points..

To be set at the beginning of the month and remain in place for one month,

Lease terms are available up to 60 months.

Re-Leases; - _ :
In the event of a lease default, and the borrower is unable to find a lessee to

-assume the existing lease, and has had to re-lease the unit to another lessee,

creating a new lease; the amount is not to exceed the outstanding loan balance less
cash down payments.

_Assumptions:

New Lessee must assume all terms of the original lease

Restricted to open énd leases. Closed end leases will only be financed upoh
evidence of satisfactory residual value insurance.

Lessor is responsible to register their interest under P.P.S.A. for ALL jeases.
Leases removed from a securitization are not eligible for financing under this facility.

From monthly lease revenue and/or sale of equipment. : _
Loans must be fully paid out within 30 days of lease termination or when unit

sold, whichever occurs first. 7
Loans must be fully paid out on units reported as a total loss resulting from

- accident, theft or loss regardless if settiement is to be paid by irisurance company;
. payout to be the earlier of receipt of insurance proceeds or 60 days.

When arrears under the lease contract are more than 60 days delinquent, the lessor
must take immediate corrective action (e.g. lessee to bring arrears current or steps
taken to repossess the unit).
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Standard monthly repayment schedule as undernoted:

April 20, 2009

(i) To be repaid monthly for the term of lease on a fixed princiﬁal payment at:

J OPEN AND CLOSED END LEASES
Terms (Mos.) ' Payback
1t023 2.50% princ.
24 to 35 2.25% princ.
36 to 48 2.00% princ.
49 to 60 1.75% princ.

In no case will the balloon balance exceed the projected residual value of

the unit at lease termination.

(ii) Fixed Principal Repayments if Down Payments Are Made:

Down Payiment/Trades 0% - 8% Over 10%
as a % of Vehicle Cost T '
TERM (Months)
Open &for Closed End
1-23 2.50% 2.25%
24-35 2.25% 2.00%
36-48 2.00% 1.88%
49 — 60 1.75% 1.75%

In no case will the balloon balance exceed the projected residual value of

the unit at lease termination.

Prepayment A prepayment penalty of three percent (3%) of the then oﬁtstanding principal
balance is applicable to any prepaid amounts on fixed rate leases, except in the
following exceptional circumstances:

ix. the related lease is terminated by mutual consent of the Lessor and the Lessee,
x. the amount prepaid is equal to an amount prepaid by the Lessee to the Lessor

- to fully prepay the related lease,

xi. the financed unit is destroyed or in the opinion of the Bank, is rendered

unsuitable for further leasing, '

xii. the prepayment is made pursuant to the Lessee’s default.
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ey Floating Rate If the floating rate option is selected there will be a one-time opportunity to convert

all or a portion of the portfolio to a fixed rate at the current fixed rate at the time of

: the change. Once the fixed rate option is chosen, the portfolio or porhon thereof so
converted cannot revert to a floating rate baSIS

Rate Protection (fixed rate advances only)

Interest rates for iease financing may fluctuate between ordenng time and délivery
date of vehicle. Rate protection is available in such instances to the Lessor.
Requirements are:

- Application in writing is required from lessor prior to the next weekly

rate change,
-  Details of units and name of lessee and delivery date must be provided via copy
~ of Offer to Lease / or equivalent documentation acceptable to the Bank.

- Maximum protection is 60 days from date of rate change.

Interest rate on a re-lease must be current rate.

Interest Payable monthly in arrears.
Availment By Lessot's Proceeds Request (Bank Form 3840) w:th individual lease

documentation as follows: . -

- ‘lease Agtfeement that is atceptable aﬂd assignable to the Bank (signed in
original). ' :

£y ' - Dealer/vendor invoice or bill of sale (copy).

P : - Results of credit investigation on Lessee (Bank Form 3800 to be provided).

Lo : : - - Minimum summary tax return information for sole proprietorships and financial |
statement for corporations for lease transactions of $50,000 or more.

- Proof of comprehensive insurance coverage

Note:
Lessor's lease file should contain a credit application signed by the lessee
' authorizing a credit investigation and exchange of credit information.

1. The Bank reserves the right to decline financing of any lease contract where, in its opinibn, the
risk is not acceptable.

2. No subletting.

. 3. No broker lease financing paper is permitted. All leases to be in the name of BFC Group
companies, as lessor.

4. leases butside of Canada are ineligible for financing.

5. Under this Facility, the Bank will not finance more than 5 leases to any one entity without the
prior approval of the Bank.

Lok 6. For audit purposes, the Bank shall have the right to verify ieases directly with lessees. The |
5 o verification of leases shall either be completed directly by the Bank or, at the option of the Borrower,
' the verification of leases may be completed by the Borrower's auditor so long as the auditor is
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satisfactory to the Bank and the verification is oomp!eted in accordance with the terms st!pu!ated by
the Bank. The costs of the venﬁcatlon if conducted by Borrower's auditor shall be for the account of
the Borrower,

Audits Subject to surprise audits, not less frequently than quarterly.

The _Borrower will be responsible for payment of the following fees:

» Al costs mc[ud[ng legal fees and out of pocket expenses incurred for the prepanng and obtaining of
security and documentation. :

* $25.00 administration fee per lease booked, plus out of pocket expenses are to be recovered from
the lessor. e.g. bank reports $12.

*  $25.00 administration fee per lease booked with rate protection is to be recovered from the lessor,

FACILITY 6 . CORPORATE MASTERCARD
Amount . $50,000
"GENERAL

Reporting The following reports are required to assist the Bank in monltonng the value of -
security and financial trends:

Monthly

By the 30™. day after each month end, a copy -of the following reports signed by
an authorized signing officer of the Borrower is to be submitted to the Bank:

~ Internally prepared consolidated financial statements for Bodkin Financial
Corporation.

In_support of the Operating Credit

A listing of new and used equipment purchased pending funding of the
respective lease by a third party and ultimate securitization. Listing to
include equipment description, make, model, model year, serial number, (if
applicable), cost, date acquired. In addition, a listing of lessees, cost and
date acquired may be provided as applicable.

— A dedaration of available undrawn securitization credit with Sun Llife
Insurance Company. (i.e. with margin report)

— Aged listing of used vehicles. To include date acquired, acguisition cost,
year, make and modei,

—  Aged listing of customer accounts receivable.
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In support of the Wholesale Leasing Credit, the Heavy Duty Truck and Trailer

Leasing Credit, the New Equipment Leasing Cred:t and the Governmental
New Equipment Leasing Credit

P — Monthly aged listing (in summary. form) of past due lease receivables. The

1 . . status of those lease contracts over 60 days past due is to be outlined along

P ' ' with the corrective action contemplated if aflowance for doubtful accounts has
[l not been provided.

Annually
Financial statements for the following companies will be provided within 120

days of each fiscal year-end:

-~ Audited Consolidated financial statements for Bodkin Financial Corporatlon

— Audited financial statements for Bodkin Leasing Corporation.

— Audited financial statements for Bodkin Capital Corporation.

— Notice to reader financial statements for Bodkin Vehicle Leasing

Corporation.
"~ Notice to reader financial statements for Disc Automotive Software Systems
Co : Inc. . ‘
' _ -~ Notice to reader financial statements for 2087241 Ontario Limited -
Coi - — Notice to reader financial statements for 2087248 Ontario Limited
P "~ Notice to reader financial statements for 2087247 Ontario Limited
: I — Notice to reader financial statéments for 2079343 Ontario Inc.
— Notice to reader financial statements for RVS Credit Corporation .

COVENANTS/CONDITIONS & UNDERSTANDINGS

1 The ratio of the Borrower's (combined) Total Debt to Tangible Net Worth (TNW), must not exceed a
ratio of 6.5:1 te 1. The term “Tangible Net Worth” shall mean the recorded consolidated financial
- statement value of shareholder’s equity in the business, including the value of preference shares, plus
any loan made by the shareholders to the business and formally subrogated in favour of the Bank, on-
terms acceptable to the Bank, minus the following, if not already provided for or deducted; allowance for
such intangible assets as leaschold improvements, goodwill, franchises, patent rights, copyrights and.
I trademarks; reserve amounis for credit iosses, amounts due by officers, subsidiaries and/or affiliates,
P ~ and provision for income tax deemed reasonable by the Bank. In addition to the foregoing, relating to
the outstanding securitized lease assets; the higher of the trailing 12 month average loss rate (%) or
1%, times 1.25, times the outstanding securitized lease assets, is to be deducted from TNW.

Total Pebt to exclude deferred revenues and deferred taxes and is to include $3,000,000 provided to the
borrower from Sun Life ("Sun Life”) Assurance Company of Canada by way of subordinated debenture.

2. Covenant relative to Total Debt to Tangible Net Worth is to be monitored by way of Internally prepared
Monthly Operating Statements (MOS) (Bodkin Financial Corporation) which are to be provided by the
borrowers within 30 days of each month end. Any deficiencies as evidenced by the monthly statements
are to be remedied by the 30" day following the next month end (i.e. Deficiency on May 31% MOS be
remedied by June 30 next).
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~J

TNW shail at all times be no less than 80% of the outstanding Securitization Proceeds Receivable. TNW, :
relative to this covenant, will include the $3,000,000 subordinated debenture provided by Sun Life. The

~ deduction relative to the outstanding securitized lease assets (i.e. the higher of the trailing 12 month

average loss rate (%) or 1%, times 1.25, times the oulstandmg securitized lease assets) is not to be
applied to TNW for this measure,

Earnings Before Interest and Taxes (EBIT), to Interest Expense shall be no less than 1.75 to 1. Interest
expense Is to include interest payable on the Sun Life subordinated debenture.

Undertaking by Bodkin Fmanc:al Corporation and company principals relative to covenants as
follows ‘

I.  No dividends, other capital withdrawals, bonuses, advances to shareholders, directors, officers or
affiliated companies that would cause the Borrower to breach any condition of credit are permitted.

II. No chariges in ownership or redemption of shares are permitted without the prior written approval
of the Bank.

III. No mergers, acquisitions or material change in the Borrower's line of business are permitted
without the prior written approval of the Bank.

1v. Guarantees or other contingent Habilities are not to be entered into and assets are not to be further
encumbered without the prior written approval of the Bank, A

V. To ensure that any Breach of the Borrower’s Leverage Covenant will be corrected promptly (as set
out in 2 above).

VI. Any lease portfolio acquisition requires the Bank’s prior approval,

VIL. Company to advise the Bank in writing prior to coriifmiengiig any securitization activities other than
with Sun Life. Bank’s prior notification of any new CIBC World Market tranches is required and is to
include the provision of a proforma balance sheet indicating- reserve balances on a go forward
basis.

VIIL None of the above actions are to take place without the prior wr:tten approval of the Bank, which
will not be unreascnably withheld.

Annual confirmation from Sun Life is to be provided 'conr‘rming their continued acceptability of the
Bodkin securitized portfolio (the annual renewal of credit facilities letter from Sun Life shall be considered

acceptable confirmation).

Ali Banking operations of the "Borrowers” iniciuding Cash Management are to be maintained with Bank of '

Montreal.

The Borrower is to permit the Bank's representative to enter upon the Borrower's premises and must
make available its records at reasonable periods for audit purposes.

Bank financing is subject to periodic review, not less frequently than annually. .
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SECURITY (all held except where indicated as to be obtained)

From Bodkin Financial Corporation

2.

1. General Security Agreement, representing a first charge over all assets.

Special Security Agreement re: Leased Vehlcles with Enablmg Resolutron, registered in first position
under P.P.S.A. in Ontario and under the appropriate registry offices for every Province in Canada and
Territories. (includes 3% Pre-payment Premium Agreement) along with Solicitor's favourable Letter of
Opinion.

3. Letter of Undertaking Signed by Bodkin _Financial Corporation and company principals relative to
covenants as outlined in Covenants (No. 5) above.

4. Operating Loan Agreement.

5. Priority Agreements satisfactory to the Bank’s sohdtors, with Sun Life Insurance Company, Industrial
Alliance Insurance and Financial Services Inc. (formerly National Life Assurance Company of Canada)
and Bank of Montreal. o

6. Subrogations / postponements as required. -

7. Landlord’s Waiver. o

8. Copy of and assignment of "All Risk" insurance policy (including Garage Policy} with loss payable to Bank
of Montreal and contalmng a standard mortgage dause. Copy of Lessor's Contingent Uablllty insurance
{$1,000,000. minimum coverage).

9. FirstBank erd Rate Lending Agreement, Monthly Adjustable (re; CDOR borrowing).

10. MasterCard Corporate Card Account Agreement. .

11. Signed Term Sheet.

12. Amendment and Acknowiedgement Agreement conflrming indebtedness and continuing effect of all
security.

13. Priority/Inter-Creditor Agreement among BMO, Sun Life Assurance Company of Canada, Industrial
Alliance Insurance and Financial Services, the Borrower, Bodkin Leasing Corporation and Bodkin
Capital Corporation.

SUNDRY

1. Guarantee in the amount of $35,000,000 with enabling resolution from 2087241 Ontario Limited.

1. Guarantee in the amount of $35,000,000 with enabling resolution from 2087248 Ontario Limited.

3. Guarantee in the amount of $35,000,000 with enabling resolution from 2087247 Ontario Limited.

4. Guarantee in the amount of $35,000,000 with enabling resolution from 2079343 Ontario Limited.

5. Guarantee in the amount of $35,000,000 with enabling resolution from RVS Credit Corporation.
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10.

11.

Guarantee in the amount of $35,000,000 with enabhng resolution from BFG Investment Corporation
(obtained under guidance of soficitor as deemed necessary under MBO transactron)

Guarantee in the amount of $35,000,000 with enabling resofution from BFG Acquisition Corporation
(obtained under guidance of solicitor as deemed necessary under MBO transaction).

Postponement Agreement signed by BMO, BFG Acquisition Corporation and the Borrower,
subordinating obligations to the Bank.

Postponement Agreement signed by BMO, Bodkin Equipment Leasing Corporation and the Borrower;
subordinating obligations to the Bank. (Note #s 22 & 23 restrict redemptions and payments of

preference shares)

Favourable solicitor's Ietter of opinion re continued Bank first ranking security as it relates to both the
acquisition and amalgamation (with 551520 Ontario Limited) -

Solicitor's Conflict Letter.

From Bodkin Leasing Corporation

1.
2.

3.

Guarantee in the amount of $35 000,000 with enabiing resolution from Bodkin Leasing Corporatlon

GeneraISecunty Agreement representing a first charge 'over all assets.

Spedial Securlty Agreement re; Leased Vehicles with Enabhng Resolution, registered in first position
under P.P.S.A. in Ontario and under the appropriate registry offices for every Province in Canada and
Territories. (includes 3% Pre-payment Premium Agreement) along with Solicitor's favourable Letter of

Opinion.

Amendment and Acknowledgement Agreement confirming guarantee and continuing effect of all
security.

From Bodkin Capital Corporation

1.

2

Guarantee in the amount of $35, 000 000 with enabling resolution from Bodkin Caplta| Corporatlon
General Secunty Agreement, representlng a first charge over all assets,

Special Security Agreement re: Leased Vehicles with Enabling Resolution, registered in first position
under P,P.S.A. in Ontario and under the appropriate registry offices for every Pravince in Canada and
Tertitories. (indudes 3% Pre-payment Premium Agreement) along with Solicitor's favourable Letter of

Opinion.

. Amendment and Acknowledgement Agreement confirming guarantee and continuing effect of all

security.
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The Summary of Terms and Conditions contained in this Term Sheet are accepted .

this 2 3R day of April, 2009.

BODKIN FINANCIAL CORPORATION
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THIS IS EXHIBIT “K” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3®”
DAY OF OCTOBER, 2011

A G,

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS
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Auditors' Report

. To ihe Blrectors of
,-'Bodk[n Fmanma! {orpor

i'We have audlteé the consolidated balance heét 6f Bodkm anancsal CDI”pOFBtIOI"I as at August 31, 2009 and the

¢onsolidated statemerts of operations and.rétained earnifigs and ¢ash flows for the yéar then’ ended. These
consolidated financial statemienis have been prepared, with the unanimous consent of the shareholders, in
accordance with Canadian generally accepted accounting principles using differential reporting options available to
non-publicly accountable enterprises, as described in note 5 to the consolidated financial statements. These
consolidated financial statements are the responsibility of the Company's management Our responsibility is to
express an opinion on these censofidated financial statements based on our audit. :

We conductad our audit in accordance with Canadian generally accepted auditing standards, Those standards
require that we plan and perform an audit to obtain reasonable assurance whether the consolidated financial
statements are free of material misstaternent. An audit includes examining, on a test basis, evidence supporting the
.- amounts_and disclosures in:ihe consdlidated financial statements. - An audit slso-includes -assessing the accounting
" principles used:and slgnn‘"cam est;mates made by management as weil 35 evaluaimg the overall consoildated,

_ fin our. Dplmgn these consohdated f nanctal statements present fa[r!y. &l rﬁéiéﬁaﬁ rés'pécts; {hé financial position of
" 'the Company as at August 31, 2009 ang the results of its operations and iis cash flows for the year theh ended in
accordance with Canadian generally accepted accounrting principles,

PRE WL ur

' " Chartered Accountants, Lacensed Pubhc Accountants. .
Fehruary 19 2010 -




BODKIN FINANCIAL CORPORATION

Consulidated Balance Sheet

PRFHill

As at August 31
2008 2008
ASSETS . |
; $ . = 208,374 .
) | ecexvable {nofe 6) L TATBTASS . 2 525,276 -
Prepaid expenses : Rarors 65,629
Due from related parties (note 7) 150 150
Finance receivables held for securitization 3,141,945 2,400,284
Vehicles and equipment held for lease or sale (note 8) 1,003,768 1,068,578
Net.investment in leases (note 9) 4,660,266 3,602,087
__Securilization precéeds receivable (nole i0) - 4.670,887
' ' 13,735,274 14,632,275
Nat investment in leases {note 9) 7,730,178 5,351,564
Securitization proceeds receivable {note 20) 6,541,442 2,697,185
. Property, plant and equment {note ‘11) 346,438 464,013
- Goodwill - : 250,000 250,000
-Defemed L nance cos‘fs ‘ 123,1 ‘12 228,216
s 28 ?26 444 $, 23,624,283
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Bank indebiedness (note 12} $ 4874135 § -
Accounts payabie and accrued liabilities 1,750,067 1,869,218
Income taxes payable 1,843,444 364,776
Lease financing {(note 13} _ 9,382,185 2,589,247
Deferred securitization income (note 14) 952,330 816,757
Future income taxes (note 15) 507,000 2,000,000
Due to Sun Life Assurance Cpmpany of C_anada {note 16} 3,000,000 -
_ o : : - 22,219,172 7,449,999
o Lease ﬁnancmg (note C- 4475127
- Defarred sefufit - 7R3 B22 - 4,261,405 -
2 FUtURe! incomet : ) "l 95583 814 583
:Due te Sun fe ssura ce Company of Canada_ _ote 1 6) . 3,000,000 -
o = - - 23088377 A7.101.114
Going concemn :(noie 2
Shareholders' equity _
Commen shares (note 17) 257 257
Freferred shares {nota 18} 3,655,000 3,695,600
Retained eamings 1,932,810 2,827,912
5,626,067 6,523,169
§ 28726444 $ 23624283
See accompanying notes
On behalf of the Board
Director
Director
ys
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. BODKIN FINANCIAL CORPORATION

. Consolidated Statement of Operatlons and Retained Earpings

PRFHIN

~ Year ended August 3t
2008 2008
Revenus :
Securilization income § 5275485 % 7,533,030
Finance and other income - 1,133,251 621,093
Gain on sale of vehicles and squipment 3,422,538 3,243,874
©.831,245 11,398,087
. .Difect expenses
T interest . ) - 551,884 627,477
Write-down of vehlcles and equtpment held for lease or sale - 1013891 582,331
- ___Proviston for credit losses and impaired feases 3,478,088 . 2,902,585
5044743 4,092,373
Contribution from leasing operations 4,788 502 1,305,724
Gverhead and administrative expenses £.583,857 6,585,725
thcome (loss) before intome tax provision {recovery) {787,155} 709,999'
Income tax provision {recovery}
Cuirent 2,015,000 527,000
__Fulure (note 15) (2,312,000 {344,000)
_{287.000) 183.000
" Netincome (Ioss) (500,155) _ 528,999
Retained eamings, begi‘nning of year L
As previously stated 5,157,536 4,827 009
Accounting changes (note 3) {2,329,624) {1,800,894)
As restated 2,827,912 2.926,115
Dividends paid (394,947) {625,202)
Retained earnings, end of vear 3 4932810 % 2827812
:See accomparying notes



" BODKIN FINANCIAL CORPORATION

Consolidated Statement of Cash Flows
Year ended August 31

Operafing activities.
Netincome {loss) |
iterns not involving cash

2009 2008

{500,158) § . 526,989

pPrFHIl

~Amortizatioh of property, plant and equipment 154,767 236,382
- Amortization of deferred finance costs 106,104 110,457
Future income {axes {2,312,000) (344,000}
(2,551,284} - 529,838
Net change in non-cash working capital items {note 19) (1,726,785} 1,263,566
Cash flows from operating activities {4.278.068) 1,793,434
Financing activities
Rank indebtedness 4,674,135 {1,813.461)
Proceeds of jlzase financing 5,657,623 3,796,633
Repayment of lease financing {3,308,701) (3,588,428)
Dividends paid - preference shares (212,000} {212 581
Dividands paid - common shares (182,947} {412,621)
Cash flows from financing actvities 6,627.010 (2,330,458}
- Iwesting activities
Net investment in leases (nole 8) (3,438,763} (6B3,417)
Securtization proceeds receivable - 826,840 1,474,891
Proceeds on disposat of property, plant and equipment - 128,263
Purchase of propetty, plant and equipment {37,192} (84,439)
Cash flows from investing activities {2.547,315) 835,398
Net change in cash during the year (298,374) 298,374
‘Cash, beginning of year 208,374 -
Cash, end of year - $ 208,374
 Supplementary caé’h:ﬁow information {note 1 Q) )
See accompanying notes
4



BODKIN FINANCIAL CORPORATION

Notes to.Consolidated Financial Statements
Year endad August 31

Nature of operations

The accompariying consolidated financial statements include the accounts of Bodkin Financial Corporafion
and its operating subsidiaries, Bodkin leasing Corporation, Bodkin Capital Corporation, Bodkin Vehicle
Leasing Corporation and Disc Automotive Software Systems Inc., collectively hersinafier referred to as the
"C{}mpany"_ " .

Bodkin Leasing Corporation was incorporated in 1950 under the Companies Act, 1834 and provides vehicls
financing to a wide range of commercial clientele nationally.

Bodkin Capital Corperatioh waé incorporated in 1996 under the Cariada Business Corporations Act and
provides equtpment f inancing te a w;de range of commercual clientele natronally

" ‘Bodkin Vehicle Leasing Corporahon was mc:arparated in 1998 under the Canada Busihess Corporauens Act

and has llmlted activity.

Disc Automotive Software Sysiems Inc. was incorperated in 1985 under the Canada Business Corperations

Act and develops, licences and supports proprietary application software for the Corapany and its affiliates. _

Going concemn .

These financia! statements have been prepared in accordance with Canadian generally accepted accounting
principles applicable to a going concern, which assumes that the Company will cenlinue in operation for the
foreseeable future and will be able o realize its assets and dlscharge its liahilities in the normal course of

e peratlons

- Several adverse conditions and. events have cast doubt upon the validity of this assumptron Bignificant
" gredit losses have resulied ini operating losses that have significantly eroded the Company's equity. In

additioin, the Corhpany has fiquidity concemns, exacerbated by a tax liability with Canada Revenue Agency
{*CRA". The Company ls In breach of certain financial covenants relating to its bank credit facililies with
Bank of Montreal (“BMO"} (notes 12, 13, 20 ahd 22) and its credit facilities with Sun Life Assurance
Company of Canada ("Sun Life") (notes 10, 18, 20 and 22). Notwithstariding these covenant breaches, Sun
Life has renewed the Company's securitization faciity in the amount -of $80,000,000.

In additioh to the financial covenants and ratios that are required by Sun Life, the Company is required to
report monthly delinquency and loss ratios on the portfolio of securitized leases held by Sun Life. A breach -
of any of the delinguency and loss ratios may result in the immediate damming of releases of any excess
cash from the limited recourse reserves (nofe 10} untif the ratios reach accepiable levels. As at August 31,
2009, the Company was in breach of certain of the delinquency and loss ratios and, as a result, any possible
releases of excess funds in the limited recourse reserves have been suspended undil such time as Sun Life

-no-lenger-mnsiders the Company to. be in braach.

- As a resuﬁ @f the suspehsmn of cesh reieases Erorn the Suri Life limited recourse feserve, the Company i$
o required fo reclassify ihe cumrent porion. of the seciritization proceeds regeivable to leng-term assets, in.
-actordance with Section 1510.01 of the Canadian institute of Charered Accountants ("CICA"} Handbook.

;?fff"H‘iEi

Accordingly, the Company has reclassified $2,136,467 of securitization proceeds receivable 1o long-term
assets. Had the Company not reclassified this amount, total current assets would have been $15,871,741.

in addition. as a resull of the covenant breaches with Sun Life and BMO, the Company is reguired fo -
reclassify its long-term debt obligations as current liabiliies, in accordance with EIC-122 of the CICA
Handbook. Accordingly, the Company has reclassified $8,151,445 of long-term lease financing ang the
$3.000,000 subordinated debenture due to Sun Life as current liabiliies. Had the Company not reclassified
these ameunts, total current liabilities would have been $13,067,727. .

The Company's continuation is dependent upon its ability to obtain additional capital, o renew its hank
facilities, to negotiate payment terms with CRA and fo restere and maintain profitable operations. The
Company has entered into negatiations with potential investors; however, there is no assurance that an
agreement will be reached.



BODKIN FINANCIAL CORPORATION

Notes to Consolidated Financial Statements
Year ended August 31

Going concern — continued

In addition to the Sun Life facility renewal, the Company has tightened its credit criteria, has provided

adequately for any future credit losses, has intellectual preperty and other intangible assets which

" . management believes have vaiue [n.excess of ifs net book valué, and is facing an improved economy. Al of

these factors. are belisved 1o be indicative of fulure prefitablé operations. Accordingly, management believes

" an investor will be found and that the Company is @ going concern. Therefore, these consolidated financiat

statements do not reflect adjustments that would be necessary if the going concern assumption were not
considered apprapriate. If the going concern assumption was not considered appropriate, adjustments weulkd
be necessary to the carrying values of assets and liabilities, the reporied revenues and expenses, and the
balance sheet classifications used. .

Accounting changes

During the year, the Company determined thaf its applicalion of the provisions required in Accounting
Guideline — 12, Transfer of Receivables ("AcG-12") issued by the Canadian Instiiute of Chartered
Accountants {"CICA") had been inappropriate[’y applied. In addition, the Company changed ifs tax filing
position with respeci 1o commissiens pald to brokers for’ feasing transaction raferrais The nature of the

. thanges and the impact on the current and pﬂor years is drsclcsed below,

" (2). - Retained irterest

PKFHIl

On initial adoption of AcG-12, management céncluded that the securilization proceeds receivable {note
10} did not represent a retained infersst. This interpretation continued through o the end of 2008,

During the year, additional interpreiative guidance was fssued by the Financial Accounting Siandards
Board related toc FAS-140 (the American standard on which AcG-12 was based), and it was determined
that the cash reserves slipulated in the securitization agreement with Sun Life represented a retained
interest.  Accordingly, the Company should have recognized securitized income anly to the e:deni it
had nol retained an interest in the iransaction.

The impact of the change was a pre -tax decrease in retained earnings at August 31, 2008 of 8912,828,
- of which $85,525 related fo ihe 2008 fiscal year and "$827,304 fo previcus f scat years, The

coifparative statements have been adjusted to reflect these changes. Securitization income for 2008

decreased by $85 528, and deferred seourilized income at August 31, 2008 increased by $912,829.

{b) Recourse ob!tgatlon reserve

in accordance with AcG-12, the fair value of any future recourse obligation must be deducted from the
proceeds of securitization at the time of transfer. Prior to the clrrent year, even though the Company
was obligated to repurchase securitized leases in defaull, the Company was only recognizing a
recourse obhgataon to the extent a [ease had been deemed to be in default or 2 loss had been redlized.
As 3 result, a provision had not been made for future credit defaults.

The impact of the change was a predtax decrease in retained eamnings at August 31, 2008 of

$2,536,212, of which $447.205 refaied to the 2008 fiscat year and $2,08%,007 to previous fiscal years.

The comparative statements have been adjusted to reflect these changes. For 2008, securitization

incoma decreased by $7686,360 and the provision for credit losses and impaired leases decreased by

$319.155 {a net reduclion in income of $447,2058). At August 31, 2008, accounts receivable and net

investment In leases increased by $555,526 and $108,175 respectively, and securitization proceéds
.- recejvable decreased by $3,300,913 (a net reduction of assets of $2,536,212).



BODKIN FINANCIAL CORPORATION

) Notes fo Consolidated Finaricial Statements
Co Year ended August 31 R

Accounting changes — confinued

{c} Cumrent and future income taxes

During the year, the Company changed its tax filing position with respact to commissions paid to
brokers for leasing transaction referrals, deducting these in the year incurred instead of capifalizing the
cosis and taking capital cost alfowances on the amounts.

The npact on the 2008 comparative figures in the consolidated financial statements as a resull of this .
change is a reduction in current income taxes of $629,000 and an increase in future income taxes of
$647,000, resulting in a net increase in the Company smcome fax provusuon of $18 000 ‘

The remalmng change in the 2008 r:.urrani and future indome taxes s the result of the adjustments in
{a) and (b) which resulted in an increase in. income taxes-payable and current income lax provision of
$47,000, a reduction of fulure income taxes payable of $1,184,417. a reduction of the future income tax
provision of $168,000, and an increase in opening retamed earnings as at August 31, 2007 of
51,015,417, . ’

{d)  Bummary of accounting changes

2007

2008 and prior Total
Retained interest $ {85,525 $ - (827,304 % {912,829) .
Recourse obligation (447,205) {2,089,007) {2,538,212)
Current and future income taxes o
~Commisgiohs - : {18,000} . . - {18,000}
Retamed mtéresi and- recnurse abhgatton L S 122,000 0 1,015477 . 1,137,417

& (428,730) & (1900894} § (2,320,624

Change in accounting policies

During the year, CICA Handbook Section 1400, Going Concern, and Section 1535, Capital Disclosures
came into effect and have been reflected in these financial statements.

Summary of significant accounting policies

The Company, with the unanimous consent of its shareholders, has elected to prepare its ﬁnanciai-
statements in accordance with .Canadian generally. accepted accounting principles, using the differentiai

s f;reportmg optxon avaxiab]e to nensy pubisciy accauntable enterpnses for gocdwnl as descrlbed be[ow

= Goodwﬂf o

CekeHl

The Company has elected to test goodwill for impairment only when an event or circumstance occurs that
indicates that the fair value of goodwill may be less than ils carrying amount,

in addition, the Company has applied the foliowing significant accounting polficies without reference to
differenfial reporting:

Finance receivablas held for securitization

The Company securitizes leases in the normal course of operations. Once leases are designated for
securitization, they are classified as finance receivables held for securifization and all related income is
deferred until the securitization transaction is complete.



BODKIN FINANGIAL CORPORATION
Notes ta Consolidated Financial Statements
Year ended August 31

Summary of significant accounting policies — continued

Vehicles and equipment held for lease or sale

Vehicles and equipment held for fease or sale are generally comprised of off-lease vehicles and equipment,

. and trade-in and company vehicles. These vehlc[es and eqmpment are carned at the towa? of can'ylng vaiue
S or eetlmated falr vaiue less se[i‘ng costs. : : : K

Net 1nvestment inlegses

The Company accounts for its net investment in leases as direct finance leasas. The nef investment in
leases is comprised of future minimum lease payments less uneamed income and any provisions for credit
losses.

Securitization

The Company securilizes leases on & limited recourse basis with Sun Life, in accordance with AcG-12, the’
securitization transactions résull in the sale and derecognition of the leases from the Company's balance -
sheet. A portion of the securitization proceeds ("securitization proceeds receivable”) is held in frusi by Sun
Life Financlal Trust inc. as & limited recourse ressrve for credit Josses,

Property, piam and equ _pmeni

Proparty, plant and equ:pmem are recorded at cost and are bemg amortzzed over their estimated usefui lives
on the following basis. The annual amorfization rates and methods are as foliows:

Gffice equipment 20% declining balance
teasehold improvements ‘ 5 years sfraight-line
Computer hardware 30% declining balance
Computer software 5 years straighi-tina -
Goodwill

Goodwill arose from the refinancing and restructuring of the Company in 2008, Sharehelders' equity at the
{itne of the reﬂrgamzauon was restated to reflect fair value. The excess of the fair value of the net assets

_over their carrying value was recarded as goodwill. MNotwithstanding the going concern isstie outlined i in note
2, lt is management‘s assessment that an !mpalrment of the gooc{wm has not occurred :

) Deferred f nance costs ,'

PKFHI

L.epal and other costs relating to firancing and restructuring of the Company in 2005 were deferred and are
being arnortized over five years.

incomie laxes

income taxes are calculated using the Hability method of tax allocation accounting, Temporary differences
arising from the difference between the 1ax basts of an asset or liability and its carrying amount on the
balance sheet are used to calculate future income tax liabilities or asseis. Future income tax (abilities or
assets are caloulatad using the substanfively enacted tax rates and [aws that are expecled to be in effact in
the periods that the temporary differences are expectad to reverse, The effect of changes in rales is
included in earnings in the period in which the changes are subslantively enacted,
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Notes to Consolidated Financial Statements
Year ended August 31

,_Summa&-o:f"signiﬁcajrit' écég:;ihtiﬁg p,o!icié;,—'j—'gont‘ij_n_ﬁed o

'Revenue recognition

(a) In accordance with AcG-12, securitization income is recognized as net proceeds of securitization less
the following items:

{i) the proportionate amouni of the net sroceeds represented by the retained interest;

(it recourse reserves for expected future credit losses and related securitization income reversals
’ for expected future delinguent leases; and

{iliy estimated future costs of servicing the leases, which includes the administration and collection
of receivables on the funder's behalf,

Securifization income also includes fnterest earmed on the securitization proceeds receivable, which
is held.in trust by $un Life Financial Trustine, as a hmtted recourse reserve for credit losses.

The retained interest and the provision for future serwcmg costs are :rscluded in deferred
-securitization income and amartized inte securitization income over the remaining térm of the related -
leases. :

H{»)] Finance income is recognized over the term of the lease at a constant rate of return, following the
initial recognition of finance income equal to indtial direct costs.

{e} The gain or loss on sale of vehicles and equipment, less recondilioning and seling costs, is
recognized in incomsa al the iime of dispasal.

Provision for credil losses and impaired leases

The provision for credit losses and impaired leases for securifized and direct financing leases is revigwed
manthly for adequacy considering economic condiions, collateral values and credit quality indicators
{including charge off expetience and levels of past due receivabies and non- -perforraing assets). Changes in
sconomic conditions or othar events affecting specific obligors -or industries may necessitate additions or .
daductions to the provision for credit losses and impaired leases. [t is management's judgement that these
reserves are adequate to provide for credit losses and impaired leases inharent in the portfolio.

As of August 31, 2008, the allowance for doubtful accounts (note 6), provision for inveniory write-downs
{note 8), and the Sun Life recourse obligation reserve {nate 10), totalled $10,682,715 (2008 - $8§,493,058).

. Use of estimales

The preparation of financial statements in conformily with Canadian generally accepted accounting principlas

- requirffe_s management to make esfimates and assumptions that affect the reporied amounts of assets and
_fabilities and disclosure of confingent asseis and FEabilities at the balance sheet date and the reported
amounts of revenues and expenses during the year. Aciual resulis could differ from those estimmates.

PKPTl
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"8 Summary of significant accounting policies — continued

Future accounting changes

Effective for fiscal years commencing on or afier January 1, 2011, all private companies will be required o -

.. prepare their financial statements In accordance with lntemat1onai Financial Reporting Standards or

) VAcoounizng Standards for Prwate Enzerprlses {“ASPE 1L s expected that the Company will adopt ASPE.
: Eai‘iy adopbon is° permrlted o

The Company il be requsred to" adopt - Sectton 3064 Goodwﬂi and Iniangib!es in its: next §i scaf year.
Section 3084 clarifies standards for identifying, recogmzmg and measuring mtanglble asqets and if is not
expected ‘to have a material impact on the Company's financial statements.

Accounts receivable

2009 2008
Accounts recaivable, gross $ 5400030 $ 6055810,
Allowancs for credit losses
Balance, beginning of the ysar (3.530,524} (2,430,928).
- Provisions charged to oparations {3.478.988) {2,802 ,566)
Losses net of recover;es 2,308,070 1,882,958
Ba!ance end of the year B {4,703,432} ' (3,530,534}.-
Accounts receivable, net $ 4ATR7498 & 25825276
.Due from retated parties
Advances to related parties .
2009 2008
BFG Acduisiiion Corporation g 00 § 100
BFG Investmenti Corporation 50 50
s 50 % 150
These amounts have no fixed terms of repaynieht'and are hon-inieresi bearing.
Vehicles and equipment held for lease or sale
| 2009 2008
Vehicles and equipment heid for lease or sale, gress $ 3139878 § 2419820
Less: pravision for inventory write-down (2,046,110} (1,350,242)
_ Vehidles and equipment held for lease ot sale, net $ 1,083,768 $ 1089578

10
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Notes to Constlidated Financial Statements
Year ended August 31

9.

- 10, .

Net investment in leases

. 2009 2008

Total minimum lease payments recelvable - $ 14,304,905 § 10270406
Less: unearned finance income ; 1,814,551 1,316,725

- - 12,390,444 8,953,681
Less: current portion ] 4!66_0,266 3602087

$ 773017¥8 ¢ 5351584

Securlttza’uon

.'As at year end nei securilization preceeds | recewabie with respeci to the portfofio of securitized leases,

represeniting the limited recourse reserve held by Sun Life is as follows:

2008 . 2008
Securifization proceeds receivable - gross $ 10,344,579 § 10,854,043
Finance receivable held for secunitization - accrued reserve 130,038 128,774
Less: recourse obligation reserve : (3,933,175) {3.614.735)
. 6,541,442 7,368,082
Less: current porticn - 4,670,887

$ 6541442 .8 2897495

_ Interest earned on the limited recourse resefve becomes part of the limited recourse reserve. Total interest

earned on the [limited recourse reserve for the year amounted to $123,887 (2008 - $392.375).

As the Company was in breach of its covenants with Sun Life at year end (notes 2 and 20), the limited
recourse reserve has besn presented as & long-term asset. Had the Company not have been in breach of

- Its covenants, the scheduled aggregate recelpts of securitization proceeds rece:vable in each of the next five

years would be as follows:

2010 $ 2,136,467
2011 2,344,865
2012 ' 1,369,673
. 2013 ' 554,469
2014 g - , 135,968
5 6,541,442

- PKFHI

Securitization activity is as follows:

2009 2008
Proceads from securitization of leases $ B7177208 5 103,225,553

Assets under administration from the securitization of leases 163,199,520 176,464 222

11
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14,

Securitization ~~ confinued

Effective May 2008, the Company began repurchasing delinguent leases using the limited reccurse
reserves. If the resuliing balance in the reserves falls below & fixed percentage of the aggregate {discounted
value of the) securitized portfolio of laases, the Company is required to remif to Sun. Life such amount as
would be required to restore the reserves to the minimum level, Conversely, provided there are no covenan

of other breaéh_es of the terms and. conditions of ihe facility, if the balances in the limited recourse reserves

exceed a fixed percentage of the aggregate (discounted value of the) securitized portfolio of leases, the
excess cash would be released to the Company an a periodic basis. However, as at August 31, 2008, the
Company was in breach of certain of the definquency and loss ratios and, as a resull, any possible releases
of excess funds in the imited recourse reserves have been suspended until sych time as Sun Life no lenger
considers the Company to be in breach (noie 2}. '

For all securitizations commencing December 1, 2008, the Bodkin Group of Companies as defined in note
22, had provided a fimited recourse first loss guarantee fo Sun Life of 1.5% of the eriginal funded amount.
This recourse first foss guaraniee is to be exhausied before the Company can usé the limited recourse -

. reserves to repurchase delinquent feases. As of Augusi 31, 2008, $19,051 of the first Ipss guaraniee had
_been paid by the Company. As part of the renewal of the Sun Life secutitization facility in February 2010,

1.

12.

the limited recourse first toss guarantes was eliminated (notes 20 and 22},

Property, ptant and equipment

2008 _ 2008
. ' Accumulated .
Cost amortization Net Net
Office equipment 3 220432 § 184826 § 44806 § 54,951
Leasehold improvements 52,053 51,468 885 1,085
Computer hardware ) 509,556 455,690 53,866 62,000
Computer software : 1,342,225 1,005,048 247,181 . 346,007

$ 2133270 & 1,786,832 § 346438 § 464,013

Bank indebtedness

The Company has banking facifitios with the Bank of Monireal ("BMO™) consisting of an operating credit for

- the Company- of $13,000,000 and wholesale leasing credits for Bodkin Leasing Corporation and Bodkin

PRFHIl

Capital Corporation for term loan lease financing for vehicles and equipment in the aggregate amount of
$22,000,000. The operating credit bears interest at the BMO prime rate plus 1.75%. The wholesale leasing
credits bear interest on a floating rate basis that range from the lesser of (i} BMO prirne rate plus 1.5% to
2.0% and {i) CDOR plus 300 to 350 bps, The wholesale leasing credits provide for fixed rafe term financing
bearing interest that ranges from BMO cost of funds plus 1.75% to 2.25%. Bodkin Financial Corporation is
the named berrower for all credit facilities. The facilities are securéd by general sscurity agreements over
the assets of the Company, an assignment of insurance, a fixed charge on certain leasing assets of Bodkir
Leasing Corporation and Bodkin Capital Corporation, a priorities agreement among Sun Life, Industrial
Alliancé Insurance and Financial Services inc., BMO and the Company, and guarantees in the amount of
$35,000,000 from certain comparnigs in the Bodkin Group of Companies (note 22}.

Interest expense for the operating credit for the year amounted 1o $204,779 (2008 - $268,392).

12
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13, Lease fmancmg

" 2009

BMO ﬁxed rate nctes bearmg interest ranging from 3.61% o 5 £3%,
paydble by monthly instalments of principal plus interesi and secured
by a fixed charge on the related Eeasmg assets, and as described in
notes 12 and 22 $ 8324726

BMQ notes bearing interest at the floating rate equivaieni to the lesser
of the BMO prime rate plus 2.25% (2008 - BMO prime rate plus
0.50%) and the Canadian Dolfar Offering Rate (CDOR}) plus 350
basis points (2008 - CDOR plus 200 hasis points), payable by
monthly instalments of principal plus interest and secured by a fixed
charge on the related leasing assets. and as descnhed innoles 12
ang22 , , ‘ . 4,082,877

Industrial Alfiance Insurance and Financial Servlces Inc. notes bearing
interest at fixed rates ranging from 0% fo 3.75%, payable by menthly
instalments of principal plus mierest and secured by liens on the
relaied leasing assets _ - 14,593

BMO notes bearing inferest at the floating rate equivalent to the lesser
of the BMO prime rate plus 1.50% (2008 - BMO prime rate) and the
CDOR plus 300 basis points (2008 - CDOR plus 150 basis points),
payable by monthly instaiments of principal plus interest and secured
by a fixed charge on the related leasing assets, and as described in

2008

2,136,664

44 233

4,883,477

riotes 12 and 22 : -

9,392,198

7,044,374

2,560,047

Less: current portion o 8,382,196

. $ =

3

4 475,127

Payment of the above debts will he made principa[ly from cash received in respect of the Company's net

investment in leases,

As the Company was in breach of its covenanis with BMO at year end (note 20), the lease financing has
been presented as a current liability. Had the Company not been in breach of its covenants, the aggregale

amount of principal payments reguired in each of the next five years would be as follows:

2010
2011
2012
2013
2014

g

‘3,240,751
2,796,712
2,191,479

" 1,083,800

79,454

9,392,196.

Interest expenssa for the lease financing cradit for the year amounted to $354,852 (2008 - $363,262).

. PRFHll
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' MNoies to Consolidated Financial Statements
Year ended August 31

8 —Due i) Sun Life Asaurance Company of. Canada

;
|
|
H
i

£ " S On December 12, 2005 the Company entered mta a subordznaied Debenmre Agreement with Sun Llfe Sun
: T 77 Life advanced $3,000,000 by way of anon- revo]vmg term Joan, which mafures on December 31, 2610. The .
" “{pan bedrs interestat a fixed rate of 8.48% petf annuin, with monlhly payments of interest only. and is secured
by a general seourity agreement and the guarantees of ceriam corporate shareholders of the Company {nole -
22). .

As the Company was in breach of its covenants with BMO at year end (note 20), the subordinated debenture

has been presented as a current Babilty. Had the Company not been in breach of its covenants, he
i subordinated debenture would be presented as a long-term liability.

Interest expense for the year amounted to $253,800 (2008 $253 800) and is included in overhead and

administrative expense .

47. ©  Commen shares
" Authorized :

P _ Unfimited common shares

2008 2008

P tssued :
I3 1,000 common shares ‘ $ 257 & 257

18. Preferred shares

Authorized -
Unlimitad  Class A voting prefarence shares, entified to cumulative dividends of 8%,
redeemable ai'$1 per share after December-31, 2010 i
Unlimited Class B preference shares non-votlng. non-cumulative, redeemable at .
' © $1 pershare

{* | 2000 2008

issued . .
2,650.000 Class A preference shares $ 2,650,000 § 2,650,000
1,045,000 Class B preference shares 1,045,000 1,045,000

$ 3695000 & 3685000

In accordance with the terms of the credit agreements with BMO. and Sun Life, the Company is subject to
certain restrictions with respect to the payment of dividénds or the withdrawal of capital, which would include
the redemption of the preferred shares. Since the Company is in breach of cerfain covenants {note 20}, the
preferred share capital cannot be redeemed and, as such, has been classified as shareholders' equity,

o PKFHil 15
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18, Statement of cash flows

Other information

2008 2008
Accounts receivaple § (2,262,222) $ (1,001,158)
Prepaid expenses - o o : 13,982 {21,539)
. Finance recelvables held fof securitization i - (741,661) 2,856,765
- Vehicles and equipment held for iease or sale (note 8} iy o {24,190) {422,298)
Accounts payable and accmed !Iablllties ' ST {119,152 {498,460)
Incometaxss . o Lo T 1,548,668 538,280

Deferred securmzat_lon income R TR Lo (142210) . {485,993) -

$ {1,726785) $ 1,263,596

Interest paig o 5 B13,431 & 885,455
Income laxes paid {recovered) 460,956 {25,150}
" 20, Capital disclosures

The Company is subject to monihly financlal covenants and ratios refated to its banking facfifies with BMO
and its credit faciiities with Sun.life. The financial covenanis and- conditions consist of minimum ahd
‘maximum thresholds based on fhe sonsolidated financial statements of Bogdkin Financial Corparation:

{&} BMO _ o _
i ' o (i Total Debt to Tangﬂ:le Net Wcrih (‘TNW) shall not exceed a ratio of 6 S0 1. With respect to the
L outstariding securifized lease assets, am ameunt equal to the higher of the trailing twelve month
average loss rate (%) or 1%, times 1.25, times the outstanding securilized lease assets, is fo be
deducted from TNWV;
i) TNW shall be no isss than 80% of the outstanding Securitization Proceeds Receivable; and -

(i} The ratic of eamings before interest and faxes ("EBIT") to interest expense shall be no less than,
1.75 to 1.

As at Augiust 31, EGOQ, the Company is in compliance with (i}, but Is not in compliance with (i) and (iii).
. (b} Sunlife
{ii Total Debi to TNW shall noi exceed a ratio of 7.5 to 1;

{i} The ratic of EBIT to interest expense shalf be no less than 1.7510 1; and

pICFHil ‘ 16
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Year ended August 31

20,

AR

PRFH

‘Capital disclosures — continued
(ifiy- The Company is required to maintaint & minimum shareholders’ eduity of $5,000,000.
 As at Auguist 81, 2009, the Company:is in compliance with () and (i}, but is notin compliance with ().

-Bubsequent to year end, the Company renewed its securitization fagilily, agreement with Sun Life.in the
amount of $80,000,000. As part of the renewal agreement the initial cash reserve holdback percentage
was increased from 525% to 6.75% and the minimum threshold percentage of the aggregate
securitized portfolio of leases at which excess cash reserve balances may be released incraased from
7.0% to 8.5%. As a consequence of these increases in the cash reserve holdback percentages, the
$1.500,000 first loss guarantee has been efiminated (note 22). Notwithstanding the renewal, the facility
is currently under an Event of Termination {EQT), as the Company's delinquency -and loss rates
exceed the maximum delinquency and loss rafes as sel out in the agreement. " At Sun Life’s sole .
discretion, a waiver of the EOT will only be considered when the partfolio shiows consistent improved

performance and the cash reserve is adegquately funded. . -

" The revised covenants are as fallows:
) TNW shal be no less than $7.5 million;

(i) Total debt, including the dﬁ batance sheet secyritized portfolio, to TNW shall nat excéed a raﬁd of
22510 1; and - . :

{i) The ratio of EBIT to interest expense shall be no less than 1.7510 1.
As part of the renewal agreement, the Company has underiaken to provide a limited personal
guarantee of BFC's shareholders 1o further indemnity Sun Life in the event that any units are sold out
. of frust or against other fraudulent activity.
Financial instruments

- Credit risk

The Company 5écuriﬁzes leases on a limited recourse basis-w’ith' Sun Life and is therefore exposed {o credit -
-losses on its securitized porfolio, : : :

“The Company grants credit to customers in the normal course of the lease business. Credit valuations are
performed on a regular basis and the financial statements teke into account a provision for credit losses and
impaired leases. The Company does not have any credit risk concentration.

Fair valug

The fair value of the Company's financial instruments approximate the amounts the financial instruments are
carried in the agcounts unless otherwise noted.

tnterest rate risk

The bank indebledness and BMO floating rate lease financing ate subject to interest rate cash flow risk as -
the required cash flows to service the financing will fluctuate as a result of changes in market interest rates.
The BMO fixed rate lease financing and Sun Life subordinated debenture aré subject to interest rate price
risk as the interest rate on this financing is fixed. Therefore, as the market rate of interest fluctuales, the fair
value of the underlying fnancing will also fiuctuate, :

17
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22.

Contingent liability and guarantee

Fach of 2087241 Ontario Limited, 2087247 Ontario Limited, 2087248 Ontaric Limited, RVS Credit
Corporation, 2079343 Ontario inc., BFG Investment Corporation, BFG Acquisifion Corporation, Bodkin
i.easing Corporation and Bodkin Capital Corporatien {the "Bodkin Group of Companies™ has provided a
guaraniee to BMO and Sun Life, with respsct to the indebtednass of the Company.,

Each of the companies in the Bodkin Group of Companies has provided & joint and several guarantee in the

. amount {and in aggregafe) of $35,000,000 to BMO, with respect fo the indebtedness of the Company. As al
August 31, 2009, the toiaf mdebtedness of the Company to BMO was $13,538,739 (2008 - $4,531,084),

23,

Each of the compames in the Bodkin Group of Compariies, plus Badkm Vehicle Leasing Corporation and
Disc Automative Software Systems Inc., has provided a guarantee to Sun Uife with respect to the 53,000,000
subordinated debenture owing by the Company o Sun Life. Commenting December 8, 2008, for each
tranche of leases securitized with Sun Life, the Bodkin Group of Companies have provided a 51,500,000 frst
loss guarantee in favour of Sun Life with respect to the Company's limited recourse guaranies of the
payment of receivables under such leases securitized with Sun Life. Accordingly, as at August 31, 2009, the
maximum amouni guaramtesd by the Bodkin Group of Cempanies, plus Bodkin Vehicle Leasing Corporation
and Disc Aulomolive Software Systems Inc. (and In aggregale) with raspect to Sun Life was $4.500,000
(2008 - $4.500,000). Subsequent o the year end, as part of the renewa] of the securitization agreement with
Sun Life, the $1,500,000 first loss guarantee has been eliminated (hote 20).

.

Comparafive amounts

~ Certain comparatwe amounts have been rec13531f ad from those previously presented to conform fo the-

PRFHI

presen;atxora of the 2008 financial statements.
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BODKIN FINANCIAL CORPORATION
CONSOLIDATED BALANCE SHEET

AS AT AUGUST 31, 2010

{Unaudited)

ASSETS

Current assets
Cash
Accounts receivable
Due from related parties
Equipment held for lease/sale
Prepaid expenses
Finance receivables held for securitization
Net investment in leases
Securitization proceeds receivable

Deferred finance costs
Net investrnent in leases-

. Property plant and equipment

Securitization proceeds receivabie
Goodwilt

LIABILITIES AND SHAREHOLDER'S EQUITY

Current liabilities
Bank indebtedness
Accounts payable and accrued liabilities
Income taxes payable
Curent portion of future income taxes
Current portion of long-term lease financing
Deferred securitization income

Long-term lease financing
Note payable

Future income taxes

Deferred securitization income

Shareholders' equity
Share capital
Preference shares
Retained Earnings

August August
2010 2009

$ 1,000 § 1,037

4,580,123 4,787,498

151 151

748,870 1,093,768

58,588 51,647

- 3,141,945

7,989,869 4,660,266

- 2,872,862 2,878,300
16,251,463 16,614,612

- 123,112

12,667,769 7,730,178

273,692 346,437

4,672,043 3,663,142

250,000 250,000

$ 34,114,967 $ 28,727,481

$ 9,019,395 §  4,675.169

1,156,107 - 1,750,068

2,033,477 1,943,444

. 507,000

3,149,120 3,579,900

741,832 952,330

16,100,031 13,407,911
7,456,217 5,812,296

3,000,000 3,000,000

824,383 95,583

684,065 783,622

28,064,696 23,099,412

257 257

3,695,000 3,695,000

2,355,015 1,932,812

6,050,272 5,628,069

‘$ 34114967 § 28,727.481




BODKIN FINANCIAL CORPORATION - ' - '
f CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS
8 FOR THE YEAR ENDED AUGUST 31, 2010 '

{Unaudited)
1 ) S August August
P ) . 2010 2009
Securitization Income - $ 6,191,147 $ 5,275,455
Financial income . 2,405,293 - 1,133,251
Gain on sale of vehicles and equipment 2,350._404 3,422,539
10,946,844 9,831,245
Expenses ’ :
3 Interest , T ‘ 1,078,303 805,684
Write-down of equipment held for leasefsale 1,134,184 1,013,891
Provision for credit losses and impaired leases 2,500,288 3,478,968
"e 4,712,776 . 5,208,543
i Contribution from leasing operations 6,234,068 4,532,702
Overhead and adminisirative expenses ’ 5,406,506 5,329,857
Income beiore income taxes ' 827,562 (797,155)
Income taxes :
- Current 43,000 2,015,000
Do Future : 221,800 (2,312,000}
264,800 (297,000}
Net Income ' 562,762 (500,155)
Retained earhings-. heginning of pericd . 1,932,812 - | 2827914
| Dividends paid ' ' (140,558) (394,947)

Retained earnings, end of period - $ 2,355,015 $ 1,832,812







' THIS IS EXHIBIT “M” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
" SWORN BEFORE ME THIS 3%°
DAY OF OCTOBER, 2011

S~ e

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS




Bank of Montreal Fh Fldor :
100 gy Syee! Wost
Yoronte, Ontaric M3X 1At

BMO

ety

Delivered by Courier & E-Mail
March 14,2011

Bodkin Financial Corporation
2150 Dunwin Drive, Unit #1
Mississauga, Omlario

.51, SM8

Attention: Paul Rowds
President & CEO

Dear Sirs:

We are writing with reference 1o our term sheets dated April 20, 2009 and accepied by
Bodkin Financial Corporation {*the Borrower™) under date of April 23, 2009 (the “2009
Term Sheet”) and our term sheet dated June 1, 2010 and accepted by you under date of
June 15, 2010 which supersedes the 20609 Term Sheet (the “2010 Term Sheet™), as well
as numcrous supplemental term sheets that followed thereafter (collectively, the “Term
Sheet™).

Acknowledgement

In the Term Sheet, you covenanted that your Tangible Net Worth would at all times be no
less than 110% of the outstanding Securitization Proceeds Receivable {as defined thersin,
and hereinafter referred to as, your “Securitization Ratie™). However, your unaudited
interim consolidaied nancial statements for the fiscal periods ended November 30,
2010, December 31,2010 and January 31, 2011 disclosed thal your Securitization Ratio
was 9%, 80% and 80% as at such dates respectively (collectively referred to hereimafier
as the “Securitization Ratio Breaches™). '

In the Term Sheet, you also covenanted that your ratio of Eamnings Before Interest and
‘Taxes to Interest Expense {as defined therein, and hercipafter referred fo as, your
“Interest Coverage Ratio”) would be no less than 1,75 1o 1. Howcever, vour unaudited
interim consolidated financial statements for the fiscal periods ended December 31, 2010
and January 31, 2011 disclosed that your Interest Coverage Ratio was 1.35to | and 1.52
to 1 as at such dates respectively (collectively referred to hereinafler as the “Interest
Coverage Ratio Breaches™). The whole of the Securitization Ratio Breaches and the
Intetest Coverage Ratio Breaches shall he referred (o as the *Covenant Breaches™.

The Bank of Montreal (“the Bank™) has not waived, and by entering into the Term Sheet
- and this letter and by conlinuing to extend credit to you pursuanl to the Term Sheet, we
L do not intend 1o waive, nor shall we be taken to have waived, any of the Covenant

S oenvie of W00 0 Pmnurind el



Breaches (as such term is defined herein) or any of our rights and remedies under the
Loan Documents, the Security Documents and applicable law in respect thereof.

- We ask that the Borrower acknowledpe the excesses, as ouflined herein, by signing

below. Please relurn the original executed acknowledgement to the Bank at your earliest
convenience, .

Yours trul v,

BANK OF MONTREAL

{ -
. ! oA
e WS Aoy
Name: Paul Findlay]]
Title: Sensor Manager

ACKNOWLEDGEMENT AND AGREEMENT

Dated this /£ 7% day of March, 2011,

BODKIN FINANCIAL CQRPO’&:}J;!—QN#,
By A - - |

o Name: % il ) ot o FEEL I

Titte: Mé&%&@j d‘:"{(" /’?“;f.};j)&’\// M/yﬁ}

| A

Name: ZATH Sopids’ N e
T Spypn igd JAES D oty Confortty o Otlafttto )




BMO Hank of Montreal : 7t Floor
100 Ring Streel West

Toroas, Ondario M5X JAY

o Delivered by Courier & E-Mail
Aprit 25,2011

Bodkin Financial Corporation
2150 Dunwin Drive, Unit #1
Mississauga, Ontario

51 5M8

Attentivn: Paul Royds
President & CEO

Dear Sirs:

We are writing with reference to our ternmm sheels dated April 20, 2009 and accepted by
Bodkin Financial Comoration (“the Borrower™) under date of April 23, 2009 {the “2609
Term Sheet”) and our term shee: dated June 1, 2010 and accepted by you under date of
June 13, 2010 which supersedes the 2009 Term Sheet (the “2010 Term Sheet™), as well
as numerous supplemenal term shests (hat fbllowed thereatter (L{}HLCIIVLEY, the “Term
Sheet™).

! T _ Acknowledgement

In the Term Sheet, vou covenanted that vour Tangible Net Worth would at all times be no
fess than 1 10% of the outstanding Securitization Proceeds Receivable (as defined therein,
} and hereinafier referred to as, your “Seeuritization Ratio™). However, your unaudited
Vo ‘interim consolidated financial statements for the fizeal period ended February 28, 2011

L disclosed that your Securitization Ratio was 79% as at such date {referred to hereinafter
a3 the “Securitization Ratio Breach™).

In the Term Sheet, you also covenanted that your ratio of Eamings Before Interest and
Taxes o Interest Expense (as defined therein, and hereinafier referred to as, your
“Interest Coverage Ratio™) would be no less than 1.75 to 1. However, your unaudited

interim consolidated financial statements for the fiscal period ended Febroary Z8, 2011
disclosed that your Interest Coverage Rasio was 1.63 to 1 as at such date {referrad to
hercinafter as the “Interest Coverage Ratio Breach™). The whole of the Secwritization
Ratio Breach and the Interest Coverage Ratio Breach shall be referred to as the

“Covenant Breaches™,

‘The Bank of Montreal (“the Bank™) has not waived, and by entering into the Tern Sheet
and this fstier and by continuing to e¢xtend credit to you pursuant to the Term Sheet, we
do not intend 10 waive, nor shall we be taken to have waived, any of the Covenam

RIG IRt D ¥ & TR L Eay



Breaches {as such term is defined herein) or any of our l‘igllts and remedics under the
Loan Documents, the Sceurity Documents and applicable law in respect thercof.

“We ask that the Borrower acknowledge the excesses, as outlined herein, by signing
below. Please return the ong,ma] executed acknowledgement to the Bank at your earliest
CONYVENILHCe.

Yours truly,

BANK OF MONTREAL

\&«fe (,é

Name:*Paul Findlay
Title: Sentor Manager

ACKNOWLEDGEMENT AND AGREEMENT

Dated this 7 g‘j ;%ay of April, 201 1.

BODKIN FINANCTAT /gan—m‘i&um

By: g\ 7‘T
‘d&meﬁﬂg’.’f?f{?— Afc‘/,fx/ FLE s GEO

Name' e ,ﬂ%’?ﬁ"é{@ﬁi
Titter L=rEC . y}*ﬁ fx?q"jrr:? 7 GL Crsen




BN

R

Bank of Montreal ' ' 2 Pt
T Iy g Sheet Wes!
Tanpnn, Tmtans MAY 141

trefivered by Courter & E-Mall
May 12, 2011

Bodkin Financial Corporation
215G Dunwin Drive, Unit #1
Misgissange, Ontarip

150 M8

Attention: Paul Rovds
Preasidunt & RO

Dear Sirs:

We are writing with reforence 1o our term sheets dated April 20, 2009 and aceepted by
Rodkin Financial Corporation {“the Borrower™ under. date of Aprif 23, 2009 (the “200%
Term Sheet”) and.our term sheet datd Tune 1, 2010 and accepted by \;m“ under date of
Jure 13, 2010 which supersedes the 2009 Term Sheet {the “2810 Term Sheet™). as well

a6 numerous supplemental term sheels thal followed thereatier {collectively, the “Perm
Sheer”). .

Acknowledgement

in the Term Sheet, you covenanted thst vour Tangible Nel Worth would 21 ail times hv e
iess than 1 10% of the oulstaading Secutiiizalion Proceeds Receivable (s defined therein,
and hereinafier referred to as: your “Securitization Ratio™), Mowever, your unandited
interim consolidated financial stataments for the fiscal period ended March 51, 201
disclosed that your Sceuritization Ratio was 74% &5 at such date (referved to herejnnfter
as the “Secwyitization Ratie Breach™) '

The Bank of Montreal (“the Busk®) bas not waived. end by entering into the Torm Sheet
and this letter and by continuing to extend credit w you pursuant 16 the Term Sheet, we
do no: intend to waive, nor shall we be taken 10 have waivec, the Scouritization Ratio
freach (os sucl tenm iz defined hevein) or any of onr rights and remedies under the Foar
Documents. the Secustity Documems and applicable law in fespect thereot.

We ask thal the Borrower arknounledpe the breach, as ovtlined hesein, by signing below,
Please return the original escewed acknowledgement to the Bank at vour carliest
coavenience. '

Yours truly,

: r-).m@ EETP e A



N

BANK OF MONTREAL

UWam

“Name: Pl Fhidlay
TiGe: Semior Manager

ACKNOWLEDGEMENT AND AGREEMENT

Dated this 7 3P eay of Mag, 2011,

BODKIN FINANCIAETO RATION

Name AfFe 2 ,&_‘é’ -
Titte: ARk C Dk f’" CL£e

 Nama' *""M"‘fﬂ) 'fv’//c"/vﬁ’lg;.

{4y

Titlel 2 p#ic e st tiv okl FREHD T B Fﬁ""’
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Delivered by Courier

June 21, 2011

Bodkin Financial Corporation
2150 Dunwin Drive, Unif #1
Mississauga, Ontaric

15T, 5M8

Attention: Paul Rovds
President & CEO

Preuar Sirs:

We are writing with reference to our term sheets dated April 20, 2009 and aceepted by
Bodkin Financial Corporaton (“the Borrower™) uader date of April 23, 2009 (the “2009
Term Sheet™) and our torm sheet dated June 1, 2010 and accepted by you under date of
June 13, 2010 which supersedes the 2000 Term Sheet (the “2018 Term Sheet™), as well
_ as numerous supplomental term sheets that followed thereafier (collectively, the “Term
y - Shewt™).

fremsemrimminm

( . Acknpwleillgement

- In the Term Sheet. you covenanted that your Tangible Net Worth would at all times be no

s less than 110% of the outstanding Securitization Proceeds Receivable (as defined therein,

- ard hereinalter referred to as, your “Securitization Ratio”™). However, your unaudited

L , interim consolidated financial statements for the fiscal period ended April 30, 2011

L © disclosed that your Securitization Ratio was 71% as at such date (referred to hereinafter
as the “Scenritization Ratic Breaeh™).

CThe Bank of Montreal (“the Bank™) has not waived, and by entering into the Teym Sheet

and this letter and by continuing to extend credit 1o vou pursuant to the Term Sheet, we

. do not infend to waive, nor shall we be taken o have waived, the Securitization Ratio

P Breach (as such term is defined herein) or any of our rights and remedics under the Loan
Documents, the Security Documents and applicable law in respect thercof.

We ask that the Borrower acknowledge the breach, as outlined herein, by sipning below,
-Please retun the oripinal exepcuted acknowledgement o the Bank at your earliest
Lo CONVENIENCe.

L Yours truly,

PRI o NIV S



2
L BANK OF MONTREAL
By: E?’Srﬁ
Lol \Iame Pauf Findlay
E - Title: Senior Manager

ACKNOWLEDGEMENT AND AGREEMENT

Dated this 42"ay of June, 2011.

BODKIN ?‘?NAN{,‘IAL CORPORA’I'!U

L By: __ N
: Name: ﬁ,ﬁég i 7,@3{ %ﬁa B
Iitlc ’;lfe.f!‘v){ _ (“,

%6 w}m “v&»’ml/{ﬂ/%{i




Delivered by Courder & E-Mail
Augnst 11, 2011

Bodkin Pirsncial Corporation
7150 Dunwin Drive, Unit £1
Mississsuge, Ontaric
[.31.50M3

Aftention: Paui Royds
Uresident & CEO

Dear Sirs:

We ate wriing wifh reference o owr iorm sheets dated April 20, 2009 and accepted by
Bodkis: Finaneial Corporation {the Borrower) nnder date of April 73, 2009 {the “2009
“Term Sheet™) and our ken sheel dated Junc 1. 2016 and actepted by you under date of
une 13, 2010 which supersedes the 200% Tern: Sheet (the “2010 Term Nheet™), us wiehl
as pumcrous supplemental term sheets that followed thereafter {cotlectively. the “Term
Shosi™). ' :

Acknowledgement

{1 the Term Sheet, you covenanted that your ‘Pangible Net Worth would ot ab; times be ne

- Yess than 110% of the cutstamding Sccuritization Proceeds Receivable {as defined thorein, .
= Al

and hercinatter referrud to ag, vour “Securitization Ratio™). 1owever, your uriudited
mterin consotidated financial siatements for the fisen] period ended June 30, 2011
Aisclosed that veur Securitization Ratio was 61%5 as 8 such date (refareed to hercinatier
us the “Securitization Ratio Bruach™).

It the Term Sheel, you also covenated thal your rato of Harnings Before Iaterest ard
Taxes 10 Imensl Expeass (as detined -herein, and hersinafior referred 1o as, your
~{nierest Coverage Ratie™ would be no less than 1.73 ta . Howewver, yout unaudied
imtertm consafulated financial statements for Ui Gscal period woded Jume 30, 2011
diselosed that your Inferesi Coverage Ratio was {68 o 1 us at sugh date {referred 1o
herciaafier as the “leferest Coverage Rafia Hreach™. The whole ot the Secuiiizazion
aiie Oreach and the Interest Coverage Raie Breach shail be referred o a9 the
“Covenant Breaches™. '

“Ihe Bank of Montreal {the Bank™) has nol warved, and by entering into the Term Sheet
and this letter and by confinuing o extend eredit 1o you pursuant to the Term Sheei, we
do not inlend o waive, por shall we be takex to have waived, any of the Covenanl



Breaches (as such term is defined hereir} or any of pur righs and remedivs under the '
toun Documents. the Seeurity Ducuments and appliceble law in respect thercof.

Wo ask that the Berrower acknowledgz the eveesses. ss puslined herein, by sigaing
helow. Plesse retum the original evecuied acknowledgemen ta the Baak at your carliest
CONVIRICACE.

Yours uly,

HANK OF Q‘K}N?ﬁfi{ﬁx :
. 3 3}';!” 3/
Bwr Ny -
Name® Paul Tigdlay
Thle: Senior | plniagey

ACKMOWLEDGEMENT AND AGREEMENT

Dated this ~5 _ day of August, 2011,

BODKIN FINANCIAL CORPOY

Nanje T, fzéz?f&g ,

P .‘_.‘:‘A’-‘v e

By

. LY - - P
Title: & HEC w54 290 FOPE Sr=ts - L T
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THIS IS EXHIBIT “N” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3°°
DAY OF OCTOBER, 2011

(&= {lg,

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS




MAXIMUM MARGIN DEFICITS

2010 - Sl -
Avpril 5-9 - $2,250,000
April 12-16 $2,000,000
April 19-23 $1,000,000

April 26-30 $500,000
May 18-24 $1,830,000
May 25-31 $1,360,000
June 1-7 $2,800,000
June 8-14 $2,040,000
June 15-21 $1.250,000
June 22-28 $1,325,000
June 29 — July 5 $2,600,000
July 6-12 $2,500,000
July 13-19 $1,900,000
July 20-26 $1,500,000
July 27 — August 2 $1,700,000
August 3-9 $2,850,000
August 10-16 $2,500,000
August 17-23 $2,650,000
August 24-30 $2,300,000
August 31 - September 6 $2,850,000
September 7-13 $2,550,000
September 14-20 $2,150,000
September 21-27 $2,500,000
September 28 — October 4 $2,950,000
October 5-11 $2,750,000
October 12-18 $2,200,000
October 19-25 $2,285,000
October 26 — November 1 $2,100,000
November 2-8 $2,885,000
November 9-15 $2,315,000
November 16-22 $1,700,000
November 23-29 $1,825,000
November 30 ~ December 6 $2,800,000
December 7-13 $2,350,000
December 14-20 $1,700,000
December 21-27 $1,965,000
December 28 — January 3 $2,025,000




20011 T A
January 4-10 $2,825,000
January 11-17 $2,300,000
January 18-24 $1,650,000
January 25-31 $2,250,000
February 1-7 $2,850,000
February 8-14 $2,350,000
February 15-21 $1,975,000
February 22-28 '$1,935,000
March 1-7 $2,475,000
March 8-14 $1,975,000
March 15-21 $1,650,000
March 22-28 $1,650,000
March 29 — April 4 $2,450,000
April 5-11 $1,950,000
April 12-18 $1,650,000
April 19-25 $1,600,000
April 26 — May 2 $1,550,000
May 3-9 $2,350,000

May 10-16 $1,650,000
May 17-23 $1,600,000
May 24-30 $1,750,000
May 31 — June 6 $2,450,000
June 7-13 $1,950,000
June 14-20 $1,750,000
June 21-27 $1,950,000
June 28 — July 4 $2,850,000
July 5-11 $2,500,000

July 12-18 $2,100,000
July 19-25 $1,400,000
July 26 — August 1 $2,000,000
August 2-8 $2,450,000
August 9-15 $2,060,000
August 16-22 $1,550,000
August 23-29 $1,350,000
August 30 — September 5 $2,600,000
September 6-12 $2,300,000
September 13-19 $1,950,000
September 20-26 $1,950,000
September 27 — October 3 $2,250,000

TOROI: 4532588: vl
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THIS IS EXHIBIT “O” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3*?
DAY OF OCTOBER, 2011

A’ @z{/

~ SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS




BMO 9 B ank of Montreal : ) 7th Floor, First Canadian Place

100 King Street West
Toronto, Onfario MSX 1A1

Delivered by e-mail
Original by ordinary mail

* June 18, 2010

Bodkin Financial Corporation
2150 Dunwin Drive, Unit #1
Mississauga, Ontario

L5L 5M8

Attention: Paul Royds
President & CEQ

Dear Sirs;

We are writing with reference to our term sheet dated April 20,2009 and accepted by you
under date of April 23, 2009 (the “2009 Term Sheet”) and our term sheet dated June 1,
12010 and accepted by you under date of June 15, 2010 which supersedes the 2009 Term
‘Sheet (the “2010 Term Sheet”). :

Covenant Breaches

“In the 2009 Term Sheet, you covenanted that your ratio of Total Debt to Tangible Net
Worth (as each such term was defined therein, and hercinafter referred to as your
“Leverage Ratio”) would not exceed 6.50 to 1. However, as disclosed by .your audited,

. consolidated financial statements for the year ended August 31, 2009 (your “2009
Financial Statements™), your Leverage Ratio was 43.32 to 1 as at that date, and your
unaudited interim consolidated financial statements for the fiscal periods ended February
28, 2010, March 31, 2010 and April 30, 2010 disclosed that your Leverage Ratio was

1349101, 12.76 to 1 and 14.27 to 1 as at such dates respectively. It would also appear,
in light of the significant year end adjustments that were made in connection with the
finalization of your 2009 Financial Statements, that your Leverage Ratio as at the end of
each fiscal period from September 30, 2009 to January 31, 2010 inclusive was in fact in
excess of 6.50 to 1 notwithstanding that, prior to such adjustments being made, you
reported to us that your Leverage Ratio was less than 6.50 to 1 as at each such month end,

. The foregoing, together with any breach of your Leverage Ratio covenant that may have
occurred as disclosed by your unaudited interim consolidated financial statements for the
fiscal period ended May 30, 2010 (a copy of which we have yet to receive), are
hereinafter collectively referred to as the “Leverage Ratio Breaches”.

In the 2009 Term Sheet, you also covenanted that your ratio of Earnings Before Interest

, and Taxes to Interest Expense (as defined therein; and hereinafter referred to as your
“Interest Coverage Ratio”) would be no less than 1.75 to 1. However, as disclosed by

Amember of BMO 9 Financial Group



your 2009 Financial Statements, your Interest Coverage Ratio was negative 0.44 to 1 as
of that date. Such breach, together with the Leverage Ratio Breaches, are hereinafter
collectively referred to as the “Covenant Breaches”.

Forbearance

We understand that the principals of your controllin shérehol‘ders have been in

i i ith various parties, including N
ﬂ for some months with respect to the sale of all of your issued and
outstandmng shares, which discussions have given rise to that certain letter dated May 31,

2010 addressed to BFG Acquisition Corporation and 3657655 Canada Inc. from and
accepted by BFG Acquisition Corporation and 3657655 Canada Inc. and agreed to by
Paul H. Royds, John B. Mitchell, Bill Patton, Raja Singh and Don Bodkin under date of
June 2, 2010 (the {JLOY). I view of the terms of the OI, and in particular
section 4.6 thereof regarding satisfactory arrangements baving been entered into b ]
with us and with Sun Life Assurance Company of Canada (“Sun Life”) as a condition
precedent to the entering into of a definitive agreement, we are writing to confirm that,
subject always to our right of demand which we may exercise at any time in our sole
discretion, our present intention is to forbear from- demanding payment of your
indebtedness to us and taking steps to enforce or otherwise realize upon our security until
a date that is in any event no later than August 31, 2010, provided that (a) you abide by -
the terms of the 2010 Term Sheet including any margin deficit to which we may agree for
any period subsequent to June 28, 2010 (b)-does not terminate the Transaction as
defined in and contemplated by the -LOI or by the Definitive Agreement referred to
therein, and (c) satisfactory arrangements are entered into by CLE with us and with Sun
Life as contemplated by section 4.6 of th Ol (collectively, the “Provisos™). For
greater certainty, paragraphs (b) and (c) above should not be interpreted to mean that it is
our present intention to cease forbearing should either of these provisos cease to be true
or capable of being complied with, but only that we would then reassess our position in
light thereof. -

Acknowledgements

In connection with the foregoing, you hereby acknowledge to and agree with us as
follows:

(@ You are indebted to us, on the date hereof, in the aggregate principal amount
of $21,762,768.44 (collectively, the “Advances”);

(b) The Advances, together with all interest accrued and accruing thereon, and all
fees, costs, expenses and other charges now or hereafter payable by you to us under the
terms of the 2009 Term Sheet, the 2010 Term Sheet or any of the loan and security
agreements and documents (collectively, the “Loan Documents™) entered into by you in
our favour (collectively, your “Indebtedness™), are unconditionally owing by you to us,
and you have no defence, set-off or counterclaim with respect to your Indebtedness. If
there is any factual or legal basis whatsoever for any such defence, set-off or



counterclaim, the same is hereby absolutely and unconditionally waived, released and
discharged, and we can rely upon this waiver, release and discharge as a full and
complete answer to same; . '

(c) Each of the Loan Documents is a legal, valid and binding obligation
enforceable against you and your property in accordance with the respective terms of
such Loan Documents, and has not been discharged, varied, waived or altered except
pursuant to written amendment agreements entered into between you and us;

(D We have not waived, and by entering into the 2010 Term Sheet and this letter
and by continuing to extend credit to you pursuant to the 2010 Term Sheet we do not
intend to waive, nor shall we be taken to have waived, any of the Covenant Breaches or

- any of our rights and remedies under the Loan Documents and applicable law in respect
thereof’ ‘

(e) Your Indebtedness is payable to us on demand, which demand we are entitled
to make at any time in our sole discretion, whether or not you are then in ¢ompliance with
the Provisos. '

Credit Enquiries

If we are asked to respond to any credit enquiry concerning you made by any other bank,
financial institution or other person, we may refuse to respond to such enquiry, and you
hereby release and discharge us in respect of any loss, cost or damage that you may suffer
as a result of any such refusal to respond.

Affirmation

No changes to any of the Loan Documents are inténded or implied by the terms of this
Ietter, and in all respects the provisions of the Loan Documents are hereby specifically
ratified and confirmed by you and us as of the date hereof, provided that to the extent of
any express conflict between the terms of this letter and the terms of any of the Loan
Documents, the terms of this letter shall govern. You acknowledge that we may enforce
the Loan Documents and exercise all rights and pursue all rights and remedies with
respect to Your Indebtedness to us under the Loan Documents as we may deem
appropriate in accordance with the terms of the Loan Documents and applicable law.

Release and Discharge

You acknowledge that no act or omission by us under or with reference to any of the
Loan Documents, or any eligible financial contracts or other agreements between us,
including this letter (collectively, the “Relationship Documents™), and none of the acts,
events or circumstances which resulted in the establishment of any rights and labilities
under any of the Relationship Documents or pertaining to our relationship with you
through to the date hereof, have given or will give rise to any claim or cause of action
(whether at law or in equity, or pursuant to any statute, regulation or otherwise, and



whether in contract, tort, restitution or otherwise) against us, and in consideration of the
agreements herein made by us, which are acknowledged by you to constitute good,
valuable and adequate consideration, you agree, on behalf of yourself and your affiliates
and your and their respective directors, officers, agents, employees, successors and
assigns (“Releasing Parties™), to fully release and forever discharge, and do hereby fully
release and forever discharge, us and our affiliates and our and their respective directors,
officers, agents, employees, successors and assigns (“Released Parties”), from all
actions, causes of action, claims or demands of any nature or kind whatsoever, whether at
law or in equity, or pursuant to any statute, regulation or otherwise, and whether in
contract, tort, restitution or otherwise, and whether known or unknown, present or
contingent, including any right to consequential or punitive damages, that any of the
Releasing Parties now have, may have or have ever had, through to and including the
date of this letter, including any claims in connection with any extension of credit, refusal
to extend credit, waiver, acquiescence, knowledge of any overdraft situation, or any other
act or failure to act on our part in connection with any matter pertaining to any of the
Relationship Documents or any aspect of our relationship with you or any dealmgs
between us through to the date hereof. The forgoing release and d1scharge shall survive
the termination of this letter or any judgment invalidating, in whole or in part, this letter
or any part thereof, it being our and your express intent that the foregoing release and
discharge shall stand on its own as a separate contractual undertaking on your part,
supported by independent consideration. The forgoing release and discharge is intended
by you and us to waive any requirement of any statute or rule of law to the effect that a
release or discharge shall not be construed to extend to unknown claims arising out of or
in connection with our relationship with you or any dealings between us through to the
date hereof, it being your and our intention that the Releasing Parties and each of them
release the Released Parties and each of them of and from any and all claims, known and
unknown, arising out of or in connection with our relatlonshlp with you or any dealings
between us through to thc date hereof.

Costs and Expenses

You agree to pay or reimburse us in respect of all reasonable costs and expenses incurred
by us, including the reasonable fees and disbursements of our legal counsel in connection
with the preparation, negotiation, execution, delivery, administration, interpretation or
enforcement of this letter and the other Loan Documents and any agreements delivered in
connection with the Transaction contemplated by the—LOI Such costs and expenses
shall be paid by you promptly upon presentation by us to you of a statement in respect
thereof, and if the same are not promptly paid by you, we are hereby authorized by you to
debit any account maintained by you with us for the amount of such costs and expenses
without the necessity of any prior notice to you or any further or other formality.

No Novation

This Jetter does not discharge or constitute a novation of any debt, obligation, covenant or
agreement contained in or arising under any of the Loan Documents but the same shall



remain in full force and effect except to the extent, if any, that the same is modified by
the express provisions of this lefter.

Enurement

This letter shall be binding upon and enure to the benefit of each of you and us and your
and our respective successors and assigns. Any provision of this letter held by a court of
competent jurisdiction to be invalid or unenforceable shall not impair or invalidate the
remainder of this letter. This letter shall only become effective upon the execution and
delivery of the Acknowledgement and Agreement appended hereto by you and by each of
your guarantors named below, whether by way of facsimile, PDF or otherwise. In this
latter regard, this letter and each Acknowledgement and Agreement appended hereto may
be executed and delivered in counterparts, each of which shall be considered an original
but all of which taken together shall constitute one and the same agreement.

Governing Law

In all respects, including matters of construction, validity and performance, this letter
shall be governed by and construed in accordance with the laws of the Province of
Ontario and the federal laws of Canada in force in the Province of Ontario. You and we
hereby irrevocably attorn to the non-exclusive jurisdiction of the Courts of the Province
of Ontario and you hereby irrevocably waive, to the fullest extent you may effectively do
50, the deferice of an inconvenient forum to the maintenance of any such action or
proceeding, '

Time

‘Time shall be of the essence in all provisions of this letter.

Interpretation

The division of this letter into paragraphs and the insertion of headings is for convenience
of reference only and is not to affect the construction or interpretation of this letter.
Unless otherwise specified, words importing the singular include the plural and vice
versa and words importing gender include all genders.

" Would you please acknowledge and signify your acceptance of the terms of this letter,
and cause your guarantors named below to also do so, on or prior to June 24, 2010 by the
execution and delivery of the Acknowledgements and Agreements appended to this letter.
Yours truly,

- BANK OF MONTREAL



By:

Name: Paul Fihdlay
Title: Senior Manager



ACKNOWLEDGEMENT AND AGREEMENT

The undersigned hereby acknowledges receipt of an executed copy of the annexed letter
dated June 18, 2010 addressed to us from Bank of Montreal and, for good and valuable
consideration (the receipt and sufficiency of which are hereby acknowledged),
acknowledges and agrees with and to the terms and conditions of such letter.

Dated thlS 2¢ ”day of June, 2010.

BODKIN FINANCIAL CORPORATION

By: ﬁ (/Q—[;L/?

Name: ~* WBRE 0D (/i o
Title:  Fpure Ro-y )0

Name:
Title:

ACKN OWLEDGEMENT AND AGREEMENT : -

The undersigned guarantor of the present and future indebtedness and liability of Bodkin
Financial Corporation (“Bodkin®) to Bank of Montreal (the “Bank™) hereby
acknowledges (a) receipt of an executed copy of the annexed letter dated June 18, 2010
addressed to Bodkin from the Bank, (b) that it will benefit from any accommodation
‘(including any forbearance) extended by the Bank to Bodkin, and (c) its agreement with
and to the terms and conditions of such letter.

 Dated this gz %y of June, 2010.

BODKIN LEASING CORPORATION

By: @ OLM/{?

L oo )
Tlﬂew//c'/ ¢ CM:Z‘ A0

Name:
Title:

BODKIN CAPITAL CORPORATION

By: }\"’7 R o
ﬂm 727, ~ — .
ﬂ ﬂﬂ S 1D 7 '

Name: ' ' E
Title: :




2087241 ONTARIO LIMITED .-

FeHE L
FRE s:df—.-\/f’ H

Name:
Title:

2087248 ONTARIO LIMITED

By: /ﬁ /Q A /( :
Name: WWWL- Ry -
Title: ffzt"_f (DS

Name:
Title:: .-

2087247 ONTWM]TED
By: /

Name: /$/2-¢ 208 770.)
Title:  Fredsipénys™

Name:
Title:

BFG INVESTMENT CORPORATION

e (WAL N\

Name: \UZge
Title:  prer % o

- Name; -
Title:

BFG ACQUISITION CORPORATION

By: Qf/\b/\')/(

Namm itert slo-g b <
Title)  Zrzhsrpen ) 4 Crio

Name:
Title:
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THIS IS EXHIBIT “P” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3*?
DAY OF OCTOBER, 2011

Ao (e,

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS




BMO 9 Bank of Montreal 7th Floor, First Canadian Place

100 King Street West
Toronto, Ontaric MSX 1A1

_ Delivered by e-mail

Original by ordinary mail
August 20, 2010

Bodkin Financial Corporation
2150 Dunwin Drive, Unit #1
Mississauga, Ontario

L5L 5M8

Attention: Paul Royds
President & CEQ

Dear Sirs:

We are writing with reference to our letter to you dated June 18, 2010, the terms of which were
acknowledged and agreed to by you and by each of the guarantors of your indebtedness and
liabilities to us under date of June 20, 2010 (collectively, the “Forbearance Agreement”).
Capitalized terms used but not otherwise defined herein shall have the same respective meanings
as those ascribed thereto in the Forbearance Agreement. -

You have advised us that the discussions between you and S} respect of a potential
Transaction, as defined in and contemplated by the @iALO, have been terminated, although the
possibility remains that may seek to reopen negotiations with you. As a result, the second
Proviso to our agreement to forbear has ceased to be met and the third Proviso to our agreement.
to forbear will not be-met. This has caused us to reassess our position in light thereof, and we are

- ‘writing to advise you of the terms upon which we are prepared to continue to forbear, subject

always to our right to demand payment of your indebtedness and liability to us at any time in our
sole discretion.

We understand that you intend to retain PricewaterhouseCoopers Inc. (“PwC™) to undertake a
process (the “Sales Process”) pursuant to which you will seek a sale of all or substantially all of
your assets, or a sale of at least a controlling interest in your issued and outstanding voting shares
together with a material equity infusion, or some other form of refinancing (each, a
“Transaction”), which will either enable you to repay in full your indebtedness to us (among
others) or will improve your financial position such that we may determine, in our sole discretion

‘and on such terms as we may stipulate, to continue to provide credit facilities and other financial

accommodation to you. You have advised us that, with the assistance of Deloitte & Touche
Inc., you have prepared a confidential information memorandum to be provided to potentially
interested parties who enter into a satisfactory confidentiality, non-use and non-solicitation
agreement in your favour, prepared the form of letter to be sent to potentially interested parties to
solicit their interest, and assembled, in an electronic data room, all of the documents that you
have determined should be material to such a party undertaking its due diligence in respect of a

Amermber of BMO e Financial Group



potential Transaction. Accordingly, subject only to retaining PwC and finalizing, with the advice
and input of PwC, the list of parties to whom such letter of solicitation will be sent, you are
prepared to immediately commence the Sales Process. We also understand that you have already
initiated discussions with a potentially interested party, and as mentioned abovednay seek
to re-open its negotiations with you, but we hereby confirm your advice to us that neither of
these parties, nor any other potentially interested party, will be granted an exclusive right of
negotiation (except as part of the Sales Process) and each will be required to participate in the -
Sales Process if they wish to pursue a potential Transaction.

In these circumstances, we are writing to confirm that, subject always to our right to demand
payment of your indebtedness and liability to us at any time in our sole discretion, our present
intention is to continue to forbear from making such demand and taking steps to enforce or
otherwise realize upon our security until a date that is in any event no later than the earlier of

(a) the latest date in respect of which we have agreed to continue to extend Facility 1 (as
defined in the Term Sheet referred to below) to you with an agreed margin deficit (such
date being, on the date hereof, September 20, 2010, subject to further extension in our
sole discretion), and :

(b)  September 30, 2010, being the date on or before which any offer to complete a
Transaction is to be tendered for acceptance by you (should you see fit) in accordance
with the Sale Process (such date being subject to extension by us should we choose, in
our sole discretion, to continue to provide credit facilities and other financial
accommodation to you pending the completion of an accepted Transaction),

- provided that

)] you abide by the terms of the Term Sheet dated July 2, 2010 and accepted by you
under date of July 5, 2010 (as the same may hereafter be amended, supplemented,
restated or replaced from time to time, the “Term Sheet™) including any margin
deficit to which we may agree for any period subsequent to September 20, 2010,

(i)  the particulars of the Sales Process, including as to the timeline thereof, are
acceptable to.us, ‘ : S '

(i) PwC is retained, and the Sales Process is commenced by the delivery to
potentially interested parties of the letter to be sent to them outlining the Sales
Process and soliciting their interest, by no later than August 27, 2010,

(iv)  you provide to us, as and when requested by us but in any event no less frequently
than weekly, confirmation of having paid, on or prior to the due date thereof, all
accounts payable and other claims upon you which rank or are capable of ranking
in priority to the payment of your indebtedness and liability to us, including
without limitation the timely remittance to the Receiver General for Canada of all
amounts that are withheld from the remuneration payable to your employees on

- account of income tax, Canada Pension Plan and employment insurance,



(v)  you provide, and you cause PwC and your legal advisors to provide, t6 us and to
our legal counsel, as and when requested by us but in any event no less frequently
than weekly, timely periodic updates with respect to any oral or written
communication received by you from Canada Revenue Agency or any other
governmental authority in respect of any of your outstanding tax or other
liabilities to the Queen in right of Canada or any province thereof, and

(vi)  you provide, and you cause your financial and legal advisors to provide, to us and
to our legal counsel, as and when requested by us but in any event.no less
frequently than weekly, timely periodic updates with respect to the then status and
results of the Sales Process, including the identity of all parties whose interest is
initially solicited and of all parties who enter into a confidentiality, non-use and
non-solicitation agreement in your favour, the issues (if any) that are raised by
any potentially interested party, the material facts of any potential Transaction
under discussion with any potentially interested party, and the material provisions
of all offers to complete a Transaction that are received by you.

The above paragraphs (i) to (vi) inclusive are collectively referred to as the “Provisos™.

The foregoing provisions of this letter shall supercede and replace the provisions of the
Forbearance Agreement which appear on page 2 thereof under the heading “Forbearance”. In
addition, the phrase “the Transaction contemplated by then,OI” which appears under the
heading “Costs and Expenses™” on page 4 of the Forbearance Agreement is hereby replaced with
“any Transaction”. Subject thereto, the terms of the Forbearance Agreement shall remain in full
force and effect and are hereby ratified and confirmed.

Would you please acknowledge and signify your acceptance of the terms of this letter, and cause
_your guarantors named below to also do so, on or prior to August 23, 2010 by the execution and
delivery of the Acknowledgements and Agreements appended to this letter,

Yours truly; |

BANK ONTRE

By:

Namé: Vaul Findlay
Title: Senior Manager



ACKNOWLEDGEMENT AND AGREEMENT
The undersigned hereby acknowledges receipt of an executed copy of the annexed letter dated
August 20, 2010 addressed to us from Bank of Montreal and, for good and valuable

consideration (the receipt and sufficiency of which are hereby acknowledged), acknowledges and
agrees with and to the terms and conditions of such letter.

Dated this .20 %ay of August, 2010.

BODKIN FINANCIAL CORPORATION

D TR G
Title: - G fcwsuc WP #FE2 .

ACKNOWLEDGEMENT AND AGREEMENT - -

The undersigned guarantor of the present and future indebtedness and liability of Bodkin
Financial Corporation (“Bodkin”) to Bank of Montreal (the “Bank™) hereby acknowledges (a)
receipt of an executed copy of the annexed letter dated August 20, 2010 addressed to Bodkin
from the Bank, (b) that it will benefit from any accommiodation (including any continued
forbearance) extended by the Bank to Bodkin, and (c) its agreement with and to the terms and-
conditions of such letter.

Dated this }07’ /a’ay of August, 2010.
BODKIN LEASING CORPORATION
By: L M |
Name{ /P#cf e 2644 )
Title: YA

iy ,;( - :

Title: (& EC. V. f fCF

BODKIN CAPITAL CORPORATIO
s/ DPLE /\/(,




2087241 ONTARIO LIMITED

By:
Name:
Title:
2087248 O &éLIMITED
By: d] /}((
Ninle: FASL 20700
Tide: oz /-
By:
Name:
Title:

2087247 ONTW"MITED

Name: - ret- F2F /:?5,
' Title: P L3 TEG

By:
Name:
Title:

BFG INVESTMENT CORPORATIO

By: ﬁ :
Namg: ‘ :

. Title /
By: -

Namé: 724 éz/u/f'/??ﬁz«:,
Title: ¢ C( s Doy ECS o

BFG ACQUISITION CORPORATION

By:

Namef
Title:

Title: mfc( ffésJ(w — 5D
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THIS IS EXHIBIT “Q” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY -
SWORN BEFORE ME THIS 3*°
DAY OF OCTOBER, 2011

/4=t

» oy

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS




2 E oof N g ' 7t FHoor, First Canadian Place
Bank of Montreal _ 160 King gt o

Toronto, Ontaric M5¥% 147 -

'_ BMO

Delivered by e-mait
Original by ordinary mail

September 29, 2010

Bodkin Financial Corporation
2150 Dunwin Drive, Unit #1
Mississauga, Ontario

L5L 5M8

Attention: Paul Royds _
President & CEQ

Dear Sirs:

We are writing with refetence to our letter to you dated June 18, 2010, the terms of which were
acknowledged and agreed fo by you and by each of the gudrantors of your indebtedness and
liabilities fo us under date of June 20, 2010 (the “Original Forbearance Agreement™), as

- amended by our letter to you dated August 20, 2010, the terms of which were acknowledged and
agreed to by you and by each of the guarantors of your indebtedness and liabilities to us upder
date of August 20, 2010 (the “First Amendment”, and the Original Forbearance Agreement as
amended by: the First Amendthent being hereinafter called the “Forbearance Agreeinent™).
Capitalized terms used but not otherwise defined herein shall have the same respective meanings
as those ascribed thereto in the Forbearance Agreement. -

Although the Sales Proeess originally conternplated that yeu and PwC would seek to have any

" offers to complete a Transactivn tendered to you for considetation by September 30, 2010, we:
understaiid that to date you have not received any such offer from aity-interested party, although
discussions are: continuing with and a few other parties, and that you do not anticipate
teceiving any such offer from amy such interested party by close of business tomomrow. We
further understand that, in light of these ongoing discussians, yon and PwC propose to extend the
negotigtion phase of the Sales Process to perhaps the middle of next month in an ongoing effort
‘to procure an offer to complete a transaction on satisfactory terms, and have asked us to agree fo
extend the period of our forbearance accordingly.

In these circumstances, we are writing to confirm that, subject always 10 our right to demand
payment of your indebtedniess and liability to us at any time in our sole discretion, our present
intention is to continue to forbear from making such demand and taking steps to enforce or
otherwise realize upon our security until a date that js in any eveni no later than the eailier of

(a)  the latest date in respect of which we have agreed to continue to extend Facility 1 (as
defined in the Term Sheet referred to below) to you with an agreed margin deficit (such
date being, on the date hereof, October 18, 2010, subject to further extension in our sole
discietion), and

A epandsbet HAE % riGokas) hrmbn



(b) October 27, 2010 {such date being subject to extension by us should we choose, in our
sole discretion, to comntinue to provide ¢redit facilities and ather financial accomrnudatmn
1o you pending the coinpletion of an accepted Tfansaction), _

provided that
@

(iii)

@)

)

(1)

you abjde by the ternis of the Term Sheet dated September 17, 2010 and aceepted
by you under date of September 20, 2010 (as the samie may hereafter be amended,
supplemented, restated or replaoad from time to time, the “Term Sheet™)
inelnding any margin deficit to w}uch we may agree for any period subsequent o
October 18, 2010,

the particulars of any proposed revisions to the Sales Pr@cess, including as to the
titneline thereof, are aecepmble Le us,

you continue {o retain the services of PwC to assist you in conducting the sales
Process,

you eﬂntmue to provide to s, as and when requestﬁd by us but in any event no-'
less frequently than weekly, confitmation of having paid, oh of prior to the due

" date thereof; all accounts payable and other claims upon you which rank or are

capable of ranking in priority to the payment of your indebtedness and liability to

'us, including without limitation the timely remittance to the Receiver General for

Canada of all amounts that are withheld from the remuneration payable to your
ernployees oh account of intome tax, Canada Pension Plan and employmﬁnt
insut: ance

you continue to provide, and you continue to cause PwC and your legal advisors

- 1o provide, to us and to our legal counsel, as and when requested by us buf in any

event no less frequently than weelkly, timely periodic updates with respect to any
oral or written cammunicatioh teeeived by vou from Canada Revenue Agency er
any othér govemiiiental authmmy in respect of any of your oufstanding tax or
other Habilities to the Queen in right of Canada or - any provmce thereof, and

you continue to provide, and you continue to cause your financial and legal
advisors. to provide, to us and to our legal ¢ounsel, as and when requested by us
but in any event no less frequently than weekly, timely periadic updates with
respect to the then status and results of the Sales Process, including the identity of
all parties whose interest is solicited and of afl parties whe enter info a
conﬁdennah‘ry , non-use and non-solicitation agreement in your favour, the issues
(if any) that are raised by any potentially interested party, the material facts of any
potential Transaction under discussion with any potentially interested party, and .
the material provisions of all offers to complete 2 Transaction that are received by
you.

The above paragraphs (i) to (vi) inclusive are collectively referred to as the “Proyisos”.



The foregoing provisions of this letter shall supércede and replace the provisions of the Original
Forbearance Agreement which appear on page 2 thereof under the heading “Forbearance”, as
such provisionis were thereafter amiended by the First Amendment, Subject thereto, the terms of
the Forbearance Agreement shzll remain in full force and effect and are hereby ratified and
confirmed.

Would you please acknowledge and signify your acceptance of the terms of this letter, and cause
your guatantors named below to also do so, on or prier to the close of business tomotrow,
September 30, 2010, by the execution and dehvery of the Acknowledgcments and Agreements
appended to this letter.

Yom truly, _

BANK OF MONTREAL
Name: Paul Findlay
Title: Senior Manager
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ACKNOWLEDGEMENT AND AGREEMENT

The undersigned hiereby acknowledges receipt of an executed copy. of the annexed letter dated
September 29, 2010 addressed to us Hom Bank of Monireal and, for good and valuable -
cansideration (the receipt and sufficiency of which are hereby- acknowledged), acknowledges and
agrees with and to the terns and conditions of such letter. R

Dated this 30™ day of September, 2010.

- BODKIN FINANCIAL CORPPRATION

e

AIRE. - 2/ - J (? 7 — ”
‘Title:  ERECUT w%/—ﬂﬂwf 0’-/(’/'??

Netwe: Red TRL1H/BE S7A/ G - —
“Title: ,_sf-iy,.z,,? vy, ¢ o/gﬁff,;,?— oG,

ACKNOWLEDGEMENT AND AGREEMENT

The undersigned gnaranitor of the preseit and futare Indebtedness and liability of Bodkin
Financial Corporation (“Bodkin™) to Bank of Montreal (the “Bank™) hereby acknowledges (a)
receipt of an éxecuted copy of the annexad letter dated September 29, 3610 addressed to Bodkin
from the Bank, (b) that it will benefit from. any aecommodation (including any continued’
fotbearance) exterided by the Bank to Bodkin, and (c) its agreerent with and 1o the terms and
conditions of such letter. - o .

Dated this 30" day of Septembex, 2010,

Nate: %, ' Lrr. . ‘
Title: ,&—/7(,{,//;%[- | %ﬂ?/f D K CFo
p 4 : :

Nate: 2L A Urtp/ S, VErs o —
T S 2.0, CORppritrl SV IO

BODKIN CAPITAL CORPORA]

By: — ~ .
Name: T2V o). 1 77074 C — .
Tf]t;ze ?ﬁﬁ/ﬁ(ﬁ/ﬂ/dxﬁrw/ D
B}’: /-‘-)'

Name: AA7xL U conéed/
W SENBR yiff Jortfrrt 0B SV LAYty
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2079343 ONTARIO INC.

By:
© Name:
Title:

By:

Name:
Tifle:

: RVS CREBIT CORPORA‘I‘ION
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Title:

By:
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By:
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THIS IS EXHIBIT “R” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3®°
DAY OF OCTOBER, 2011

(=g

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS
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Delivered by e-mail
Original by ordinary mail

January 25,2011

Bodkin Financial Corporation
2150 Dunwin Drive, Unit #1
Mississauga, Ontario

L5 5M8

Attention: Paul Koyds
President & CEQ

Dear Sirs:

We refer to our term sheet dated January 17, 2011 and accepted by you under date of January 20, -
2011 as well as the numerous previous itérations thereof (collectively, the “Term Sheet™). We
also refer to our letier to you dated June 18, 2010, the terms of which were acknowledged and
agreed to by you and by each of the guarantors of your indebteduness and lisbilities to us under
date of June 20, 2010 (the “JFune 2010 Forbearance Letter™), as amended by our letter to you
dated August 20, 2010, the terms of which were acknowledged and agreed to by you and by each
of the guarantors of your indebtedness and Habilities to us under date of August 20, 2010, and
“our letter to you daied Scptember 29, 2010, the terms of which were acknowledged and agreed to
by you and by each of the guarantors of your indebtedness and liabilities to us under date of
September 30, 2010 (collectively hereinafier called the “Forbearance Agrecment")
Capitalized terms used but not otherwise defined herein shall have the same respective meanings
as those ascribed thereto in the Forbearance Agreement,

In the Forbearance Agreement, we confirmed that, subject to our right to demand payment of
vour indebledness and liability to us at any time in our sole discretion, and subject to the
Provisos being complied with, it was our intention to forbear from making such demand and
taking steps to enforee of otherwise realize upon our security unti! a date that was no later than
October 27, 2010 (the “Forbearance Period™), such date being subject to exiension by us should
we choose, in our sole discretion, to continue to provide credit to you. We have not agreed to an
extension of the Forbearance Period, and as a result, the Forbearance Period expived on Oclober
27, 2010. As our counsel thereafter advised your counsel, we have been forbearing on a day to
day basis since that date, '

Covenant Breaches
In the Term Sheet, you covenanted that your ratio of Tolal Debt to Tangible Net Worth (as each

such term was defined therein, and hereinafier referred to as your “Leverage Ratio™) would not
exceed 5.25 to 1. However, as disclosed by your unaudifed interim consolidated financial

L s ML % Fermne afiomng



statements for the fiscal year ended August 31, 2010 (your “2010 Financial Statements™), your
Leverage Ralio was 5.29 1o 1 as at that date (hereigafter referred to as your “Leverage Ratio
Breach™).

In the Term Sheet, you also covenanted that your Tangible Net Worth would at all times be no
less than 110% of the outstanding Securitization Proceeds Receivable (as defined therein, and
hercinafter referred to as, your “Secaritization Ratio”). Iowever, your 2010 Financial
Statements and your unaudited interim consolidated financial statements for the fiscal periods
ended September 30, 2010 and October 31, 2010 disclosed that your Securitization Ratio was
104%, 100% and 98% as at such dates respectively (collectively referred to hereinafler as the
“Securitization Ratio Breaches”.

In the Term Sheet, you also covenanted that your ratio of Earnings Before Interest and Taxes fo
Interest Expense {as defined therein, and hereinafter referred to as, your “Interest Coverage
Ratio™) would be no less than 1.75 to 1. However, as disclosed by your 2010 Financial
Staternents, your Interest Coverage Ratio was 0.49 to- 1 as of August 31, 2010 (the “Interest
Coverage Ratio Breach”). " ‘

In the Tenn Sheet, you also covenanted that your margin deficit during the period January 18,
2011 to January 24, 2011 would not exceed the maximum stipulated for such period of
$1,650,000. However, your actual margin deficit exceeded this stipulated amount on January 18,
2011 by $233,058 and on January 19, 2011 by $275,981. Such breaches, together with the
Leverage Ratio Breach, the Securitization Ratio Breaches and the [mterest Coverage Ratio
Breach, are hereinafter collectively referred 1o as the “Covenant Breaches™.

Farbearance

We are writing fo confirm that, in not entering into a further extension of the Forbearance Period
but continuing to advance credit to you since the expiry of the Forbearance Period, we have not
waived any of the Covenant Breaches (as such term is defined herein and as defined in the
Forbearance Agreement) or other defaults that have occurred, or any of our rights in respect
thereof. Additionally, we confirm that, subject always to our right of demand, which we may
exercise al any (ime in our sole discretion, we are prepared to forbear, on a day-to-day basis,
from demanding payment of your indebtedness to us and taking steps to enforce on or otherwise
realize upon our security, provided that:

(#)  you abide by the terms of the Term Sheet, as the same may hereafter be amended,
supplemented, restated or replaced from time to time, including any margin deficit to
which we may agree for any period subsequent to January 31, 2011,

{b)  you continue to retain the services of PwC to assist you in completing the purchase by
Fquirex Leasing Corp. of all of your ussets or your issued and outstanding shares as
contemplated by that certain fetier of intent dated December 15, 2010 executed by
Equirex 1.easing Corp., BFG Acquisition Corporation and 3657653 Canada Inc.;

{¢)  you continue to provide io us, as and when requested by us but in any event no less
frequently than weekly, confirmation of having paid, on ot prior to the due date thereof,



all accounts payable and other claims upon you which rank or are capable of ranking in
priority to the payment of your indebtedness and liability to us, including without
limitation the fimely remittance to the Receiver General for Canada of all amounts that
are withheld from the rernuneration payable io your employces on account of income tax,
Canada Pension Plan and employment insurance; '

d)  you continue to provide, and you continue 10 cause PwC and your legal advisors to
provide, to us and fo our legal counsel, as and when requested by us but in any event no
less frequently than weekly, timely periodic updates with respect to any oral or written
communication received by you from Canada Revenue Agency or any other
governmental authority in respect of any of your outstanding tax or other liabilities to the
Queen in right of Canada or any province thereof; and '

{e) yéu provide, and you cause your financial and legal advisors to provide, to us and to our

legal counsel, as and when tequested by us but in any cvent no less frequently than

weekly, timely periodic updates with respect to the then status and material particulars of
your negotiations with Equirex Leasing Corp., including the details of any business or
legal issues then under discussion or negotiation and, if requested by us, a copy of the
draft agreement of purchase and sale and other documentation then under discussion.

Acknowledgements
oy In connection with the foregoing, you hereby acknowledge to and agree with us as follows:

{a} You are indebied to us, as of January 21, 2011, in the aggregate principal amount of
$19,181,043.50, together with alt outstanding MasterCard Advances (collectively, the
“Advances”);

(b}  The Advances, iogether with all interest accrued and acerying thereon, and all {ees, costs,
expenses and other charges now or hereafier payable by you to us under the terms of the
Teom Sheet or any of the loan agreements, guarantees and other documents, including
without limitation the Forbearance Agreement {collectively, the “Loan Documents”)
entered into by wvou in owr favour (collectively, your “Indebtedness™), are
uriconditionally owing by you to us, and you have no defence, set-off or counterclaim
with respect to your Indebtedness, If there is any factual or legal basis whatsoever for
any such defence, set-off or counterclaim, the same is hereby g#bsolutely and
unconditionally waived, released and discharged, and we can rely upon this waiver,
release and discharge as a lull and complete answer 10 same;

(c)  The security documenis granted by each of Bodkin Financial Corporation, as borrower,

and Bodkin Capital Corporation and Bodkin Leasing Corporation, as guarantors, in

favour of the Bank, including without limitation the documents Hsted on Schedule “A”

attached hereto (collectively, the “Security Doeuments™), shall secure, and continue to

secure, all of the respective obligations of Bodkin Financial Corporation, Bodkin Capital

Corporation and Bodkin Leasing Corporation to the Bank, present and future, direct or

: indirect, absolute or contingent, matured or not, whether incurred alone or with any other
e person, including, withow limitation, your obligations under the Term Sheet;
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{d)  Each of the Loan Documents and the Security Documents is a legal, valid and binding
obligation enforceable against you and your property in accordance with the respeciive
terms of such Loan Documents and Security Documents, and has not been discharged,
varied, waived or aliered except pursuant to writien amendment agreements entered into
between you and us;

(e} We have not waived, and by entering into the Term Sheet and this letter and by
continuing to extend credit to you puzrsuant to the Term Sheet we do not intend 1o waive,
nor shall we be taken to have waived, any of the Covenunt Breaches (as such tomm is
defined herein and as defined in the Forbearance Agreement) or any of our rights and
remedics under the Loan Documents, the Security Documents and applicable law in
respect thereof] ‘

) Your Indebtedness is payable to us on‘demand, which demand we are entitied to make at
any time in our sole discretion; and

{&)  ach of the matters sel forth under the heading “Covenant Breaches” herein and under
the heading “Covenant Breaches” in the June 2010 Forbearance Agreement are trug and
correct and are hereby acknowledged by you on and as of the date hereof,

Credit Fnquiries

Il we are asked to respond 10 any credit enquiry concerning you made by any other bank,
- financial institution or other person, we may refuse to respond to such enquiry, and you hereby
release and discharge us in respect of any loss, cost or damage that you may suffer as 3 result of
any such refusal to respond.

Affirmation

No changes to any of the Loan Documents are intended or implied by the terms of this Jettet, and
in all respects the provisions of the Loan Documents are hereby specifically ratified and
confirmed by you and us as of the date hereof, provided that to the extent of any express conflict
between the terms of this letter and the terms of any of the Loan Documents, the terms af this
letter shall govern. You acknowledge that we may enforce the Loan Documents and the Secutity
Documents and exercise all rights and pursue all rights and remedies with respect to [Your
Indebtedness to us under the Toan Documents and the Security Documents as we may deem
appropriate in accordance with the terms of the Loan Documents, the Security Documents and
appiicable law. ‘ :

Release and Discharge

You acknowledge that no act or omission by us under or with reference to any of the {Loan
Documents, the Security Documents, or any eligible financial contracts or other agreements
between us, including without limitation this letter and the Forbearance Apreement {collectively,
the “Relationship Documents™), and none of the acts, evenls or circumstances which resulfed in
the establishment of any rights and liabilities under any of the Relationship Documents or
pertaining to our relationship with you through to the date hereof, have given or will give fise to



any claim or cause of action {whether at law or in equity, or pursuant to any statute, regulation or
otherwise, and whether in contract, tort, resiitution or otherwise) against us, and in consideration
of the agreements herein made by us, which arc ackmowledged by you to constitute good,
vatuable and adequate consideration, you agree, on behalf of yourself and your affiliates and
your and their respective directors, officers, agents, employces, successors and assigns
{“Releasing Parties™), to {ully relcasc and forever discharge, and do hereby fully release and
forever discharge, us and our aifiliaies and our and their respective directors, officers, agents,
employees, successors and assigns (“Released Parties™), from all actions, causes of actien,
claims or demands of any nature or kind whatsoever, whether at law or in equity, or pursuant to
any statute, regulation or otherwise, and whether in contract, tort, restitution or otherwise, and
whether known or unknown, present or contingent, including any right to consequential or
punitive damages, that any of the Releasing Parties now have, may have or have ever had,
through to and including the date of this letter, including any claims in connection with any -
extension of credit, refusal to extend credit, waiver, acquiescence, knowledge of any overdraft
situation, or any other act or failure to act on our part in connection with any matter pertaining to
any of the Relationship Documents or any aspect of our relationship with you or any dealmgs
between us through fo the date hereof. The forgoing release and discharge shall survive the
termination of this letter or any judgment invalidating, in whole or in part, this letter or any part
thereof, it being our and your express infent that the foregoing releasc and discharge shall stand
on its own as & separate contractual undertaking on vour part, supported by independent
consideration, The forgoing release and discharge is intended by you and us to waive any
requirement of any statute or rule of law to the cffect that a release or discharge shall not be
construed to extend o unknown claims arising out of or in connection with our relationship with
you or any dealings between ug through to the date hereof, it being vour and eur intention that
the Releasing Parties and each of them release the Released Parties and each of them of and from
any and all claims, known and unknown, arising out of or in connection with our relationship
with you or any dealings between us through to the date hereof.

Costs and Expenses

You agree {0 pay or reimburse us in respect of all reasonable costs and expenses incurred by us,
including the reasonable fees and disbursements of our legal counsel in connection with the
preparation, negotiation, execution, delivery, administration, interpretation or enforcement of this
letter; the other Loan Docnments and the Security Docwments and any agreements delivered in
connection with the Transaction. Such costs and expenses shall be paid by you promptly upon
presentation by us to you of a statement in respect thereof, and if the same are not promptly paid
hy you, we arc hereby authorized by you fo debit any account maintained by you with us for the
amount of such costs and expenses without the neeessity of any prior notice to you or any further
or other formality.

No Novation

This letier does not discharge or constitute a novation of any debi, obligation, covenant or
agreement contained in or arising under any of the Loag Documents or Security Documents but
the same shall remain in full force and effect except to the extent, if any, that the same Is
modified by the express provisions of this letter. ‘



Enurement

This letter shall be binding upon and enure to the benefit of each of you and us and your and our
respeciive successors and assigns.  Any provision of this letter held by a cowrt of conipetent
jurisdiction to be invalid or unenforceable shall not impair or invalidate the remainder of this
letter. This letter shall only become efféctive upon the execution and delivery of the
Acknowledgement and Agreement appended hereto by vou and by each of yowr guarantors
named below, whether by way of facsimile, PDF or otherwise. In this latter regard, this letter
and each Acknowledgement and Agreement appended hereto may be executed and delivered in
counterparts, each of which shall be considered an original but all of which {aken together shatl
constitute one and the same agreement.

Governing Law

In all respects, including matters of construetion, validity and performance, this letter shall be
governed by and construed in accordance with the laws of the Province of Ontario and the
federal laws of Canada in force in the Province of Ontario. You and we hereby irrevocably
atorn to the non-exclusive jurisdiction of the Courts of the Province of Ontario and you hereby
irrevocably waive, to the fullest extent you may effectively do so, the defence of an inconvenient
forum to the maintenance of any such action or proceeding.

Time
Time shall be of the essence in all provisions of this letter.
Interpretation

The division of this letter into paragraphs and the insertion of headings is for convenience of
reference only and is not to affect the construction or interpretation of this letter. Unless
otherwise specified, words importing the singular include the plural and vice versa and words
importing gender include all genders.

Would you please acknowledge and signify your acceptance of the terms of this letter, and cause
your guarantors named below to also do so, on or prior 1o the close of business on January 26,
2011, by the execution and delivery of the Acknowledgements and Agreements appended to this
fetier. :

Yours truly,

BANK OF MONTREAL

Name: Paul Findiay
Title:  Senior Manager




ACKNOWLEDGEMENT AND AGREEMENT

The undersigned hereby acknowledges receipt of an exccuted copy of the annexed letter dated
Janvary 25, 2011 addressed to us from Bank of Monireal and, for good and valuable
constderation {the receipt and sufficiency of which are hereby acknowledged), acknowledges and
agrees with and to the terms and conditions of such letter.

Dated thisfﬁ%:y of January, 201 1.

N«E,Clzf; CO TIO
- (\—//f
. ; fﬁb{é ,é’;l, _' .

BODKIN FI
By:

Tie:  Zddc . waﬁﬁ?/.c‘zﬁcw, Eata-B
ACKNOWLEDGEMENT AND AGREEMENT |

The andersigned guarantor of the present and Iuiure indebtedncss and lisbility of Bodkin
Financial Corporation (“Bodkin™) to Bank of Montreal {the “Bank™) hereby acknowledges (a)
receipt of an executed copy of the annexed letter dated January 25, 2011 addressed to Bodkin
from the Bank, (b) that it will benefit from any accommodation (including any continued
forbearance) extended by the Bank 1o Bodkin, and (¢) its agreement with and to the terms and
conditions of such letter,

- Dated thtsjg%y of January, 2011.
BODKIN LEAS;N(}} CORPORATION
T &

By:

- By
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- By:

2087241 ONTARIO LIMITED
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By:

Name:
Title:

2087248 ONFARIO LIMITED
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By: |\~
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Name:
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By:

2087247 ONTARIO LIMITED

By: W i
Name:  “Corbessot P47 7enl
“Title: AL oy 'Mgr'

By:

Name:
 Title:

BFG INVESTMENT CORPORATION
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Name: \\ : / S
Title: : L _
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Neme:  LAva O owded
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BFG ACQUISITION CORPORATION
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Name: 2 oy Qf’ il /g,a
Title:

o

By:




2079343 ONTARIO INC.

Narme:
Title: |

Name;
Title:

RVS CREDIT CORPORATION

By: %

3
Name: AL agp Lo w&A
: Title: Sl ool
By: :

Name:
. Title:



2079343 ONT w‘:mf
% /”

o :"‘,f'“::’t:.. -

By,

RVS CREDIT CORPORATION
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By
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Title:
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SCHEDULE *A™

Ontario Personal Property Security Act Security Agrecmcnt duted May 3, 2004 granted
by Bodkin Financial Corporation {* Fmdncwl’*} in favour of the Bank of Montrcal (the
“Bank™) .

~ Ontario Persona] Property Security Act &ecuni"y Agreement dated May :» 2004 granted

by Bodkin Capital Corporation (“Capital”) in favour of the Bank

Ontario Personal Property Security Act Security Agreement dated May 3, 2004 granied
by Bodkin Leasing Corporation {“Leasing”) in favour of the Bank

Movable Hypothec in the amount of $35,000,000 dated April 29, 2004 granted by
Financial in favour of the Bank

Movable Hypothec in the amount of $35,000,000 dated April 29, 2004 granted by Capita'i
in favour of the Bank

Movable Hypothee in the amount of $35,000,000 dated Aprxl 29, 2004 granied by
Lessing in favour of the Bank

Security Agreemant Re: Leased Vehicles dated May 3, 2004 granted by Financial in
favour of the Bank

Security Agreement Re: Leased Vehicles dated May 3, 2004 granted by Capital in favour
of the Bank ' : o

Security Agreement Re: Leased Vehicles dated May 3, 2004 granted by Leasing in
favour of the Bank

Amendment and Acknowledgement Agreement dated December 15‘, 2005 between the
Bank and Financial

Acknowledgement and Agreement dated Decemher 15, 2005 granted by Capital and

.Leasing in favour of the Bank
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THIS IS EXHIBIT “S” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3*"
DAY OF OCTOBER, 2011

A (e

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS
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Rappos, Sam

From: Rappos, Sam

Sent: Friday, September 02, 2011 1:51 PM

To: mhorst@CasselsBrock.com; 'MMercier@CasselsBrock.com”, 'CNewman@CasselsBrock.com'
Cc: Zimmerman, Alec

Subject: BMO and Bodkin
Importance: High

o Attachments: BFC.pdf; BCC.pdf;, BLC. pdf
Gentlemen,

As you know, we are counsel to the Bank of Montreal {the "Bank") with respect to matters relating to
Bodkin Financial Corporation ("BFC") and its affiliated companies, Bodkin Capital Corporation ("BCC")
and Bodkin Leasing Corporation ("BLC"). We write to you in your capacity as counsel to BFC, BCC and
BLC (collectively, "Bodkin"}. '

Further to our recent correspondence, we understand that you have received instructions from Bodkin to
accept service on their behalf of any notices of intention to enforce security ("NITES") delivered by the
Bank. With respect thereto, please find attached, which we deliver on behalf of the Bank, NITES with
respect to BFC, BCC and BLC.

We ask that you please confirm by return e-mail that you have accepted the documents on behalf of
Bodkin and that Bodkin agrees to the electronic service of such documents.

We look forward to hearing from you.

Best regards,
Sam

Sam P. Rappos
; \ Lawyer, Insolvency & Restructuring

' ' % T 416.367.6033| F 416.361.7306] M 416.931.6033] srappos@blg.com
Borden Ladner Gervais  Scotia Plaza, 40 King Street West, Toronto, ON, Canada M5H 3Y4

Borden Ladner Gervais LLP | it begins with service
Caigary | Montréal | Ottawa | Toronto | Vancouver | Waterloo Region
big.com

Flease note that our addresses have changed and now end in big.com,. Please update your address book, You may also have
noticed that we have recently changed our logo. This evolution represents our ingreased commitment to service and achieving
the best results for our clients and serves as a constant reminder of our commitment and dedication to professional and service
excellence in everything we do.

ﬁ Flease consider the environmert before printing this email.

This message is intended only for the named recipients. This message mey contain informalion that is privileged, corfideniial or exemnpt from disciosure under applicable law.
Any disseminztion or copying of this message by anyone other than a named recipient is strictly prohibited. i you are not @ named recipiont or an employee or agent
responsible for delivering this message o a named recipient, piease notify us immediately. and permanentiy desiroy thie message and any copies you may have. Waming:
Emai: may not be secure unfess properly engrypted.

10/3/2011



NOTICE OF INTENTION TO

ENFORCE SECURITY
(Rule 124)
TO: ‘ Bodkjri Capital Coiporation, an insolvent personl-
2150 Dunwin Drive, Unit #1
Mississauga, Ontario
L5L 5M8

TAKE NOTICE THAT:

L. Bank of Montreal (the “Bank™), a secured creditor, intends to enforce its security
on the insolvent person’s property described below:

All of the present and after-acquired property of the insolvent person.

2. The security that is to be enforced is in the form of the security described in
Schedule "A" hereto together with any and all other security of the insolvent
person or others now or hereafter held by thé Bank. o

3. The total amount of indebtedness secured by the security as of August 31, 2011 is
$11,466,684.91, plus all applicable interest, fees and costs to the date of payment.

4. The Bank will not have the right to enforce the security until after the expiry of

the 10-day period after this notice is sent unless the insolvent person consents to
an earlier enforcement in the form of consent attached as Schedule “B” hereto.

Dated at Toronto, Ontario this 2" day of September, 2011.

/ BANK OF MOW
| By: m g
Name: Paul Findlay/
Title: Senior Account Manager

! The term “an insolvent person” is inserted in this form merely to comply with Form 86 and Rule 124(1)
of the Bankruptcy and Insolvency Act.



SCHEDULE “A”

Guarantee dated May 3, 2004

Ontario Personal Property Security Act Security Agreement dated May 3, 2004
Security Agreement re Leased Vehicles dated May 3, 2004

Movable Hypothec dated April 29, 2004

Amendment and Acknowledgement Agreement dated December 15, 20035



SCHEDULE “B”

TO: BANK OF MONTREAL

Bodkin Capital Corporation hereby acknowledges receipt of the Notice of Intention to
Enforce Security dated September 2, 2011 delivered on behalf of Bank of Montreal and
hereby:

(a) waives the time period provided for therein; and

(b)  consents to the immediate enforcement of Bank of Montreal’s security.

DATED at Mississauga, Ontario this day of September, 2011.

BODKIN CAPITAL CORPORATION

Per:
Name:
Title:

I am authorized to bind the company.

TORO1; 4476537: v2



TO:

NOTICE OF INTENTION TO .
ENFORCE SECURITY
(Rule 124)

Bodkin Leasing Corporation, an insolvent person

2150 Dunwin Drive, Unit #1
Mississauga, Ontario
L5L 5M8

TAKE NOTICE THAT:

1.

Bank of Montreal (the “Bank™), a secured creditor, intends to enforce its security
on the insolvent person’s property described below:

All of the present and after-acquired property of the insolvent person.
The security that is to be enforced is in the form of the security described in
Schedule "A" hereto together with any and all other security of the msolvent
person or others now or hereafter held by the Bank.

The total amount of indebtedness secured by the security as of August 31, 2011 is
$11,466,684.91, plus all applicable interest, fees and costs to the date of payment.

The Bank will not have the right to enforce the security until after the expiry of
the 10-day period after this notice is sent unless the insolvent person consents to

an earlier enforcement in the form of consent attached as Schedule “B” hereto.

Dated at Toronto, Ontario this 2™ day of September, 2011.

BANK OF MOWEAL
By: \&x

Name: Paul Findlay
Title: Senior Account Manager

! The term “an insolvent person” is inserted in this form merely to comply with Form 86 and Rule 124(1)
of the Bankruptcy and Insolvency Act. :



SCHEDULE “A”

1.  Guarantee dated May 3, 2004

2. Ontario Personal Property Security Act Seéurity Agreement dated May 3, 2004
3. Security Agreement re Leased Vehjpies dated May 3, 2004

4. Movable Hypothec dated April 29, 2004

5. Amendment and Acknowledgement Agreement dated December 15, 2003



SCHEDULE “B”

TO: BANK OF MONTREAL

Bodkin Capital Corporation hereby acknowledges receipt of the Notice of Intention to
Enforce Security dated September 2, 2011 delivered on behalf of Bank of Montreal and
hereby: ' :

€) waives the time period provided for therein; and

(b) consents to the immediate enforcement of Bank of Montreal’s security.

DATED at Mississauga, Ontario this day of September, 2011.

BODKIN LEASING CORPORATION

Per:
Name:
Title:

I am authorized to bind the company.

TORO1: 4476547 v2



TO:

NOTICE OF INTENTION TO
ENFORCE SECURITY
(Rule 124)

Bodkin Financial Corporation, an insolvent person’
2150 Dunwin Drive, Unit #1

Mississauga, Ontario

L5L 5M8

TAKE NOTICE THAT:

1.

Bank of Montreal (the “Bank™), a secured creditor, intends to enforce its security
on the insolvent person’s property described below:.

All of the present and after-acquired property of the insolvent person.
The security that is to be enforced is in the form of the security described in
Schedule "A" hereto together with any and all other security of the insolvent
person or others now or hereafter held by the Bank.

The total amount of indebtedness secured by the security as of August 31, 2011 is
$11,466,684.91, plus all applicable interest, fees and costs to the date of payment.

The Bank will not have the right to enforce the security until after the expiry of
the 10-day period after this notice is sent unless the insolvent person consents to
an earlier enforcement in the form of consent attached as Schedule “B” hereto.

Dated at Toronto, Ontario this 2" day of September, 2011.

BANK OF MONTREAL

. )

Name: Paul Findlay
Title: Senior Account Manager

! The term “an insolvent petson” is inserted in this form merely to comply with Form 86 and Rule 124(1)
of the Bankruptcy and Insolvency Act. '



SCHEDULE “A”

Ontario Personal Property Security Act Security Agreement dated May 3, 2004
Security Agreement re Leased Vehicles dated May 3, 2004
Movable Hypothec dated April 29, 2004

Amendment and Acknowledgement Agreement dated December 15, 2005



SCHEDULE “B”

TO: BANK OF MONTREAL

Bodkin Financial Corporation hereby acknowledges receipt of the Notice of Intention to
Enforce Security dated September 2, 2011 delivered on behalf of Bank of Montreal and
hereby:

(@)  waives the time period provided for therein; and

(b)  consents to the immediate enforcement of Bank of Montreal’s security.

DATED at Mississauga, Ontario this day of September, 2011,

BODKIN FINANCIAL CORPORATION

Per:
Name:
Title:

I am authorized to bind the company.

TORO1: 4474502; v2
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THIS IS EXHIBIT “T” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3%”
DAY OF OCTOBER, 2011

S (e,

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS
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Rappos, Sam

From: Rappos, Sam

Sent: Monday, Ociober 03, 2011 2:26 PM
1 To: Horst, Marlin
; Cc: Mercier, Marc; Zimmerman, Alec; FINDLAY, PAUL; Julien, Stanley

i Subject: RE: Bodkin [IWOV-Legal. FID1038534]

o importance: High :
Attachments: BFC Executed Demand Oct 3 2011.pdf; BCC BLC Executed Demand Oct 3 2011.pdf
Marlin,

o Further to the e-mails enclosed below, please find attached: (i) a demand letier dated October 3, 2011

b delivered by the Bank of Montreal to Bodkin Financial Corporation, with a copy to Bodkin Capital

R Corporation and Bodkin Leasing Corporation; and (ii} a demand letter dated October 3, 2011 delivered by
Bank of Monireal to Bodkin Capital Corporation and Bodkin Leasing Corporation.

Best regards,
Sam
Sam P. Rappos
! i  Lawyer, Insolvency & Restructuring
WG T 416.367.6033} F 416.361.7306| M 416.931.6033|  srappos@blg.com
Borden Latner Gervais  Scofia Plaza, 40 King Street West, Toronto, ON, Canada M5H 3Y4

- Borden Ladner Gervais LLP | It begins with service
Calgary | Montreal | Ottawa | Toronto | Vancouver | Waterloo Region
big.com

Please note that our addresses have ¢changed and now end in big.com. Please update your address book. You may also have
noticed that we have recently changed our lego. This evolution represents our ingcreased commitment to service and achieving
the best results for our clients and serves as a constant reminder of our commitment and dedication fo professional and service
excellence in everything we do.

ﬁ Please considar the anvironment before printing this email

This messags is intended only for the named mcipients. This message may contain information that is privilaged, confidaniiat or exempt from disclosare undar appliceble law.
Any disseminztion or copying of this message by anyane other than a named recipiant is strictly prohibited. if you are not & named recipient or an employee or agent
rasporisibie for delivering Lhis message to a named recipient, piease notify us immediately, and permanently deslroy this message and any copies you may have, Wamning:
Email may not be secure unless properly encsypted.

From: Horst, Marlin [mailto:mhorst@CasselsBrock.com]
Sent: Monday, October 03, 2011 10:29 AM

To: Rappos, Sam

Cc: Mercier, Marc; Zimmerman, Alec

Subject: RE: Bodkin [IWOV-Legal.FID1038534]

| have authority to receive on behalf of Bodkin. Thanks.

Marlin Horst

Direct: 416 B60 5446 + Fax: 416 644 9340 + mhorst@casselsbrock.com

2100 Scotia Plaza, 40 Ring Street West, Torento, Ontarie, Canada M5H 3C2
www.casselsbrock.com

From: Rappos, Sam [mailto:SRappos@blg.com]
o Sent: Monday, October 03, 2011 10:09 AM

10/3/2011
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To: Horst, Marlin

Cc¢: Mercier, Mar¢; Zimmerman, Alec

Subject: RE: Bodkin [IWOV-Legal.FID1038534]
Importance: High '

Marlin,

Can you please confirm whether you have authorization to accept service on behalf of Bodkin of a demand letter,
along with the Bank's receivership application and bankruptcy applications?

Best regards,
Sam
' gt Sam P. Rappos
: 6, Lawyer, Insolvency & Restructuring
T 416.367.6033| F 416.361.7306] M 416.931.6033| srappos@blg.com
Borden Laéwer Wv&is Sootia Plaza, 40 King Street West, Toronto, ON, Canada M5H 3Y4

Borden Ladner Gervais LLP { It begins with service
Calgary | Montréal | Ottawa | Toronto | Vancouver | Waterico Region
blg.com

Please note that our addresses have changed and now end in blg.com. Please update your address book. You may aiso have noticed that we
have recently changed our logo. This evolution represents our increased commitment to service and achieving the best results for our
clients and serves as a constant reminder of our commitment and dedication to professional and service excellence in everything we do.

%- Please consider the envirenment before printing this email.

This message is iniended only for tha named recipients. This message may contain information that is privileged, confidential or exempt from disciosure under applicable law, Any
dissemination ar copying of ftis message by anyone olher than a named recipient s stricliy prohibited. If you are not & named recip:ent or an emplcyee or agent responsible for detivering this
message to 8 namad recipient, please notify us immaediately, and permanently destroy this message end any copies you may have. Warneng: Email ragy not ba secure unless praperly
encrypted. -

From: Horst, Marlin [mailto:mhorst@CasselsBrock.com]
Sent: Thursday, September 01, 2011 4:44 PM

To: Zimmerman, Alec; Rappos, Sam

Cc: Newman, Charles; Mercier, Marc

Subject: Bodkin [IWOV-Legal.FID1038534]

Alec/Sam,
As discussed Bodkin has authorized us to accept service of the Section 244 notices on their behalf. As | will be
out of the office tomorrow please feel free to have your server serve the documents to Charles Newman (copied

on this e-mail). !f there are any issues 1 will he watching my e-mail and will be able to respond.

if you have any questions or comments please do not hesitate to contact me.

Marlin Horst

Direct: 416 860 6446 + Fax: 416 644 8340 + mhorst@casselsbrock.com

g 2100 Scotia Plaza, 40 King Street West, Toronto, Ontario, Canada MSH 3C2
¥ www.casselsbrock.com

This message, including any attachments, is privileged and may contain confidential information
intended only for the person(s) named above. Any other distribution, copying or disclosure is strictly
prohibited. Communication by email is not a secure medium and, as part of the transmission process,
this message may be copied to servers operated by third parties while in transit. Unless you advise us to

10/3/2011
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the contrary, by accepting communications that may contain your personal information from us via -
email, you are deemed to provide your consent to our iransmission of the contents of this message in this
manner. If you are not the intended recipient or have received this message in error, please notify us

immediately by reply email and permanently delete the original transmission from us, including any
attachments, without making a copy.

10/3/2011



Yth F]oor Flfst Canadlan Plat.e '
" 100 King Streef west - "
. ?oronto Ot MEX 1A1

 Delivered by Courier & E-Mail
October 3, 2011

Bodkin Financial Corporation
- 2150 Dunwm Dnve Umt #1

Y Re: Indebtedness of Bodkin I_’*‘inanciai Corporatien

‘We refer to the term sheet dated Septeraber 20, 2011 issued by us and accepted by you under
date of September 21, 20 i1 (collectwely, the “Tcrm Sheet”) )

e :','Accordm to-

011, the patficulars. of_wh o
e ] ness”), all of which s, under the pI‘OVISl()nSI._ )
IR lean ‘and:forbearancef-documents repayable by you te uson dernand

N We hereby demand the unmedlate payment by you to us of the Indebtedness in fuli together
with interest thereon accrued to the date of payment thereof at the rates of interest provided for in
the Term Sheet as being applicable to the various components of the Indebtedness aiong wr:h all
existing and future professzonal and other fees and costs :

Name; Paul James F mdiay
- Title: -Senior Manager SAMU

pits -'-Corpore;uon-_a;idfBed_k:m”-—f'lﬁ,easmgicCcrp.(;)i’?tioﬁ:‘:',,' B

A pivendser of TG @ Fiepedal Group

' ur—.rmords you a;re presenﬂy mdebted'or oth rmseh le toug -under=the*cred1t_ o

: ; ;Sheet and related N

. W he by reserve all cf aur nghts in respeet»of any further er‘other mdebt’edness ot hablhty of

e A i e e 1




September 20, 2011

Amount of Faéiliff as at

Principal Amount

Outstanding as at
September 30, 2011

$10,000,000

$3,573,271.78

- Demand Wholesale Leasing Credit Facility

| [$3.344,49794

$3.242.04797

Demand Heavy Duty Truck and Trailer Leasing Credit Facility -

- Amount of Facthty asat

| Principal Amount
| Outstanding as

quipment Leasing Credit Facility

Amount of Facility as at
September 20, 2011

Principal Amount
Qutstanding as at

September 30, 2011

| $860,927.86

REZET.

; gasat .
:September 30 2011.' '

$5.000

$881.45

| SCHEDULE*A™ .




_The Indebtedness as at any. proposed da]:e of p _yment wﬂl also mclude any mterest, fees
commissions, costs, expenses and other amounts that have been incurred by the Bank for the
“account of the borrower from now to the date of payment as set out in the Term Sheet and any
loan, forbedrance-and security documents held by the Bank.

$10354,803.27

" TOTAL PRINCIPAL INDEBTEDNESS AS OF SEPTEMBER 30,2011:

TOR01: 4640942 v1- .




S :EBMO

Tth Foor S :
100 Kihg Stréet Wesl

Financial Group - .
"¢ “Toronto, Ontafio MEX AT

= DeIWered : ‘_y;C‘o
October 3 2011
Bodkin Capital Corporation
2150 Dunwin Drive, Unit #1
Mississauga, ON L5L 5M8

Bodkin Leasing Corporahon
: '2158‘Dunwm-)mv Unit#1

Digar Sirs:

Re: Indebtedness of Bodkin Fihanéia-llerboration (thie “Borrower™)

We refer to the term sheet dated September 20, 2011 issued by us and accepted. by you under

date of September 21, 2011 (coliecuvely the “Term Sheet™).

: Bodkm Cap:tal Cm‘poration (“Capltal") and’ Bodkm. Lcasmg Cerpoz atmn (“Leasung?-’)2each have‘
: dness.of 2 d-¢ v he

with any other corporauon person or persons or otherwnse, mcluding all costs charges and '

expenses which the Bank may incur in enforcing or obtalmng paymernt of the sums. of money due

to the bank from the Borrower were either alone or'in conjunction with any other corporation,

persan or persons, or otherwise held howsoever, or attemptmg to do' so, to the maxxmum amount'
‘of $35 060,000.

The BorroWer is-inde ted 1o the Bank as sat \ eptember.

amount of $10,354,803.27 on account of the credit facilifies ﬁﬁdcr the Term Sheet together wﬂh:

all applicable interest, costs, fees and other amounts that have accrued and as they continue to
accrue (the “Indebtedness™).

o i i



On October 3, 2011, the Bank demanded immediate payment of the Indebtedness from the
Borrower in writing, and you were provided a copy of such correspondence

~ The Bank hereby. demands immediate payment of the. sum of $10; 354 803 27 together w1th all
‘ apphcable mterest costs fees and expenses accrued to the date of payment

nnnnnn

| any kmd or nature owed by you Jomﬂy or severa]]y, to-us Wthh may now exrst or hereafter be
incurred, under or pursuant to the Term Sheet, the Guarantees or otherw:se

Yours truly,

BANK OF MONTREAL

“Titker Semor M&noger SAI\;’.I)UE

TQROL: 4640997: v
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THIS IS EXHIBIT “U” TO THE
AFFIDAVIT OF PAUL JAMES FINDLAY
SWORN BEFORE ME THIS 3%P
DAY OF OCTOBER, 2011

A%@g/

SAM PHILIP RAPPOS
A COMMISSIONER FOR TAKING AFFIDAVITS -




Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF AN APPLICATION UNDER SECTION 243(1)
OF THE BANKRUPTCY AND INSOLVENCY ACT, RS.C. 1985, ¢. B-3, AS AMENDED

AND IN THE MATTER OF SECTION 101 OF
THE COURTS OF JUSTICE ACT, R.5.0. 1990, ¢. C.43, AS AMENDED

BETWEEN:
BANK OF MONTREAL

Applicant

- and -

BODKIN FINANCIAL CORPORATION,
BODKIN CAPITAL CORPORATION AND BODKIN LEASING CORPORATION

Respondents

CONSENT

PricewaterhouseCoopers Inc. hereby consents to act as Court-appointed receiver of the
property, assets and undertakings of the Respondents in accordance with an order substantially in

the form requested by the Applicant,

October 3, 2011 PRICEWATERHOUSECOOPERS INC.

By:
Name: Paul van Eyk
Title: Senior Vice President




" BANK OF MONTREAL

Applicant

Court File No.

_and- BODKIN FINANCIAL CORPORATION, BODKIN CAPITAL
. CORPORATION AND BODKIN LEASING CORPORATION

Respondents

TORG1: 4682640 v2

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

PROCEEDINGS COMMENCED AT TORONTO

CONSENT OF

PRICEWATERHOUSECOOPERS

BORDEN LADNER GERVAIS LLP
Barristers and Solicitors

Scotia Plaza, 40 King Street West
Toronto, Ontario M5H 3Y4

SAM P. RAPPOS
Tel: 416-367-6033
Fax: 416-361-7306
LSUC#: 513998

H. ALEXANDER ZIMMERMAN
Tel: 416-367-6003

Fax: 416-361-2520

LSUC#: 17663W

Solicitors for the Applicant, Bank of Montreal
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Court File No.

ONTARIO

SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)
THE HONOURABLE ) FRIDAY, THE 7"
JUSTICE ) DAY OF OCTOBER, 2011

IN THE MATTER OF AN APPLICATION UNDER SECTION 243(1)
OF THE BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, ¢. B-3, AS AMENDED

AND IN THE MATTER OF SECTION 101 OF
THE COURTS OF JUSTICE ACT, R.8.0. 1990, ¢. C.43, AS AMENDED

BANK OF MONTREAL
Applicant
-and -

BODKIN FINANCIAL CORPORATION,
BODKIN CAPITAL CORPORATION AND BODKIN LEASING CORPORATION

Respondents

RECEIVERSHIP ORDER

THIS APPLICATION made by the Applicant, Bank of Montreal (“BMO™), for an
Order pursuant to section 243(1) of the Bankruptcy and Insolvency Act, R.S.C. 1985, ¢. B-3, as
amended (the "BIA") and section 101 of the Courts of Justice Act, R.S.0. 1990, c. C.43, as
amended (the "CJA"), appointing PricewaterhouseCoopers Inc. (“PwC”) as receiver (in such
capacities, the "Receiver"), without security, of all of the properties, assets and undertakings of

the Respondents, Bodkin Financial Corporation, Bodkin Capital Corporation and Bodkin



.72

Leasing. Corporation, acquired for or used in relation to the businesses carried on by the

Respondents, was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the affidavit of Paul James Findlay sworn October 3, 2011 and the
Exhibits thereto, the Report of PwC in ifs capacity as proposed Receiver dated October 3, 2011,
the consent of PwC to act as the Receiver dated October 3, 2011, and on hearing the submissions
of counsel for BMO, the Respondents, Sun Life Assurance Company of Canada and PwC in its
capacity as proposed Receiver, no other party on the service list appearing although duly served

as appears from the affidavit of service of [NAME] sworn October =+, 2011,

SERVICE

1. THIS COURT ORDERS that the time for service of BMQO’s Notice of Application and
Application Record dated October 3, 2011 is hereby abridged and validated so that this

application is properly returnable today and hereby dispenses with further service thereof.

APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 243(1) of the BIA and section 101 of
the CJA, PricewaterhouseCoopers Inc. is hereby appointed Receiver, without security, of all of
the assets, undertakings and properties of each of the Respondents acquired for or used in
relation to the businesses carried on by the Respondents, including all proceeds thereof (the

"Property").

3. THIS COURT ORDERS that the Receiver shall not operate, manage or carry on the
businesses of the Respondents, or employ any employees of the Respondents, without further

express order of the Court, on notice to the Applicant.

RECEIVER’S POWERS

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

and authorized to do any of the following where the Receiver considers it necessary or desirable:



(2)

(b)

(©

(d

®

(g

-3 -

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

Property;

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

placement of such insurance coverage as may be necessary or desirable;

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

conferred by this Order;

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

enforce any security held by any of the Respondents;

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

Respondents;

to execute, assign, issue and endorse documents of whatever nature in
respect of any of the Property, whether in the Receiver's name or in the
name and on behalf of any of the Respondents, for any purpose pursuant

to this Order;

to initiate, prosecute and continue the prosecution of any and ali
proceedings and to defend all proceedings now pending or heréafter
instituted with respect to any of the Respondents, the Property or the
Receiver, and to settle or compromise any such proceedings. The

authority hereby conveyed shall extend to such appeals or applications for



()

®

@

(k)

D

4.

judicial review in respect of any order or judgment pronounced in any

such proceeding;

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

thereof out of the ordinary course of business,

(1)  without the approval of this Court in respect of any transaction not
exceeding $50,000, provided that the aggregate consideration for

all such transactions does not exceed $100,000; and

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

the applicable amount set out in the preceding clause;

and in each such case notice under subsection 63(4) of the Ontario
Personal Property Security Act shall not be required, and in each case the

Ontario Bulk Sales Act shall not apply.

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

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

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

Property and the receivership, and to share information, subject to such

. terms as to confidentiality as the Receiver deems advisable;

to register a copy of this Order and any other Orders in respect of the

Property against title to any of the Property;

to enter into agreements with any trustee in bankruptcy appointed in
respect of any of the Respondents, including, without limiting the
generality of the foregoing, the ability to enter into occupation agreements

for any property owned or leased by any of the Respondents;



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

which any of the Respondents may have;

(n)  to consent to the issuance of a bankruptcy order for and on behalf of each
of the Respondents in respect of the Bankruptcy Applications (as defined

below); and

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

the performance of any statutory obligations,

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

including any of the Respondents, and without interference from any other Person.

5. THIS COURT ORDERS that the Receiver is hereby empowered, authorized and
directed, subject to retaining such reserves as it may see fit in respect of the payment of the
reasonable fees and disbursements of the Receiver and of its counsel as provided for in
paragraph 22 hereof, and in respect of the payment of any claim which is secured by a perfected
éecurity interest or hypothec in any of the personal or movable Property of any of the
Respondents pending a determination as to the priority of such claims against the claims of
BMO, to pay to BMO on account of its claims, until such time as all of the claims of BMO shall
have been paid in full (including without limitation all accrued and unpaid interest thereon to the
date of final payment), all moneys received by the Receiver from any source and at any time or
from time to time, and to apply the balance of such funds, if any, in accordance with any further

order of this Court,

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

6. THIS COURT ORDERS that (i) each of the Respondents, (ii) all of their current and
former directors, officers, employees, agents, accountants, legal counsel and shareholders, and
all other persons acting on their instructions or behalf, and (iii) all other individuals, firms,
corporations, governmental bodies or agencies, or other entitiecs having notice of this Order (all
of the foregoing, collectively, being "Persons" and each being a "Person") shall forthwith advise

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

Property to the Receiver upon the Receiver's request.

7. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the
existence of any books, documents, securities, contracts, orders, corporate and accounting
records, and any other papers, records and information of any kind related to the business or
affairs of any of the Respondents, and any computer programs, computer tapes, computer disks,
or other data storage media containing any such information (the foregoing, collectively, the
"Records") in that Person's possession or control, and shall provide to the Receiver or permit the
Receiver to make, retain and take away copies thereof and grant to the Receiver unfettered
access to and use of accounting, computer, software and physical facilities relating thereto,
provided however that nothing in this paragraph 7 or in paragraph 8 of this Order shall require
the delivery of Records, or the granting of access to Records, which may not be disclosed or
provided to the Receiver due to the privilege attaching to solicitor-client communication or due

to statutory provisions prohibiting such disclosure.

8. THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of the Receiver. Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistance in gaining immediate
access 1o the information in the Records as the Receiver may in its discretion require including
providing the Receiver with instructions on the use of any computer or other system and
providing the Receiver with any and all access codes, account names and account numbers that

may be required to gain access to the information.
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NO PROCEEDINGS AGAINST THE RECEIVER

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

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

NO PROCEEDINGS AGAINST THE RESPONDENTS OR THE PROPERTY

10. THIS COURT ORDERS that no Proceeding against or in respect of any of the
Respondents or the Property, other than the outstanding applications for bankruptcy orders
bearing Court File No. », Court File No. » and Court File No. * that were commenced by BMO
against the Respondents (collectively, the “Bankruptcy Applications™), shall be commenced or
continued except with the written consent of the Receiver or with leave of this Court and any and
all Proceedings currently under way against or in respect of any of the Respondents or the
Property, other than the Bankruptcy Applications, are hereby stayed and suspended pending
further Order of this Court. BMO may prosecute the Bankruptcy Applications at any time
following the completion of the sale of certain of the Property to Equirex Leasing Corp. or its

affiliates.

NO EXERCISE OF RIGHTS OR REMEDIES

11.  THIS COURT ORDERS that all rights and remedies against any of the Respondents,
the Receiver, or affecting the Property, other than with respect to the Bankruptcy Applications,
are hereby stayed and suspended except with the written consent of the Receiver or leave of this
Court, provided however that this stay and suspension does not apply in respect of any "eligible
financial contract” as defined in the BIA, and further provided that nothing in this paragraph
shall (i) empower the Receiver to carry on the businesses of the Respondents or to empower any
of the Respondents to carry on any business other than the businesses with which they are now
engaged, (ii) exempt the Receiver or any of the Respondents from compliance with applicable
statutory or regulatory provisions relating to health, safety or the environment, (iii) prevent the
filing of any registration to preserve or perfect a security interest, or (iv) prevent the registration

of a claim for lien.



NO INTERFERENCE WITH THE RECEIVER

12. THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere
with, repudiate, terminate or cease to perform any right, renewal right, contract, agreement,
licence or permit in favour of or held by any of the Respondents, without written consent of the

Receiver or leave of this Court.

CONTINUATION OF SERVICES

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

service provider and the Receiver, or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

14, THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms
of payments received or collected by the Receiver from and after the making of this Order from
any source whatsoever, including without limitation the sale of all or any of the Property and the
collection of any accounts receivable in whole or in part, whether in existence on the date of this
Order or hereafter coming into existence, shall be deposited into one or more new accounts to be
opened by the Receiver (the "Post Receivership Accounts”) and the monies standing to the
credit of such Post Receivership Accounts from time to time, net of any disbursements provided
for herein, shall be held by the Receiver to be paid in accordance with the terms of this Order or
any further Order of this Court.
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EMPLOYEES
15. THIS COURT ORDERS AND DIRECTS that, subject to any further order of this

Court as contemplated by paragraph 3 hereof, the Receiver shall not be authorized to retain any
of the employees of the Respondents, and shall not be construed to be the employer of any of the
said employees by reason of its appointment as Receiver hereunder. The Receiver shall not be
liable for any employee-related liabilities, including any successor employer liabilities as
provided for in section 14.06(1.2) of the BIA, other than such amounts as the Receiver may
specifically agree in writing to pay, or in respect of its obligations under sections 81.4(5) or

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

PIPEDA

16. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver shall disclose personal
information of identifiable individuals to prospective purchasers or bidders for the Property and
to their advisors, but only to the extent desirable or required to negotiate and attempt to complete
one or more sales of the Property (each, a "Sale"). Each prospective purchaser or bidder to
whom such personal information is disclosed shall maintain and protect the privacy of such
information and limit the use of such information to its evaluation of the Sale, and if it does not
complete a Sale, shall return all such information to the Receiver, or in the alternative destroy all
such information. The purchaser of any Property shall be entitled to continue to use the personal
information provided to it, and related to the Property purchased, in a manner which is in all
material respects identical to the prior use of such information by any of the Respondents, and
shall return all other personal information to the Receiver, or ensure that all other personal

information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

17. THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession™) of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release

or deposit of a substance contrary to any federal, provincial or other law respecting the
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protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legislation"), provided however that nothing herein shall
exempt the Receiver from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Receiver shall not, as a result of this Order or anything done in
pursuance of the Receiver's duties and powers under this Order, be deemed to be in Possession of
any of the Property within the meaning of any Environmental Legislation, unless it is actually in

possession.

LIMITATION ON THE RECEIVER’S LIABILITY

18. THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a
result of its appointment or the carrying out the provisions of this Order, save and except for any
gross negligence or wilful misconduct on its part, or in respect of its obligations under sections
81.4(5) or 81.6(3) of the BIA or under the Wage Earner Protection Program Act. Nothing in
this Order shall derogate from the protections afforded the Receiver by section 14.06 of the BIA
or by any other applicable legislation.

RECEIVER'S ACCOUNTS

19. THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be paid
their reasonable fees and disbursements, in cach case at their standard rates and charges, and that
the Receiver and counsel to the Receiver shall be entitled to and are hereby granted a charge (the
"Receiver's Charge™) on the Property, as security for such fees and disbursements, both before
and after the making of this Order in respect of these proceedings, and that the Receiver's Charge
shall form a first charge on the Property in priority to all security interests, trusts, liens, charges
and encumbrances, statutory or otherwise, in favour of any Person, but subject to subject to

paragraph 20 hereof and sections 14.06(7), 81.4(4), and 81.6(2) of the BIA.

20. THIS COURT ORDERS that the Receiver’s Charge shall be subordinate to any valid
and enforceable mechanics’, repairers” and storers’ lien in favour of any Person properly

perfected against a vehicle owned by Bodkin and leased to a third-party.



<11 -

21. THIS COURT ORDERS that the Receiver and its legal counsel shall pass their
accounts from time to time, and for this purpose the accounts of the Receiver and its legal
counsel are hereby referred to a judge of the Commercial List of the Ontario Superior Court of

Justice.

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

remuneration and disbursements when and as approved by this Court.

GENERAL

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

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

24.  THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from
acting as a trustee in bankruptcy of any of the Respondents.

25. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative k;ody having jurisdiction in Canada or in the United States to give
effect to this Order and to assist the Receiver and its agents in carrying out the terms of this
Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an officer of this
Court, as may be necessary or desirable to give effect to this Order or to assist the Receiver and

its agents in carrying out the terms of this Order.

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

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

may determine.

28.  THIS COURT ORDERS that the Applicant and the Receiver be at liberty to serve this
Order, any other materials and orders in these proceedings, and any notices or other
correspondence, by forwarding copies thereof by prepaid' ordinary mail, courier, personal
delivery or electronic transmission to the creditors of any of the Respondents or other interested
parties at their respective addresses as last shown on the records of the Respondents and that any
such service or notice by courier, personal delivery or electronic transmission shall be deemed to
be received on the next business day following the date of forwarding thereof, or if sent by

ordinary mail, on the third business day after mailing.

29.  THIS COURT ORDERS that the Applicant, the Receiver, and any party who has filed a
Notice of Appearance may serve any court materials in these proceedings by e-mailing a PDF or
other electronic copy of such materials to counsels' email addresses as recorded on the Service

List from time to time, and the Receiver may post a copy of any or all such materials on its

website at [[INSERT WEBSITE ADDRESS].

30. THIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order on not less than seven (7) days' notice to the Receiver and to any other party -
likely to be affected by the order sought or upon such other notice, if any, as this Court may

order.

31.  THIS COURT ORDERS that this Order and all of its provisions are effective as of
12:01 a.m. Eastern Standard/Daylight Time on the date of this Order.
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2431} BIA (National Receiver)-and-s—101 CFA-C io) Recel

Court File No.
ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ‘ ) —PAY_THE DAY
hY
7
JUSTICE } OF —20
PLAINTIEF
Pleinif
THE RABL ) FRIDAY, THE 7"
) ' _
JUSTICE ) DAY OF OCTOBER, 2011
THE MATTER OF AN APPLICATION UNDER SECTION 243(1
F THE BANKRUPTCY AND INSOLVENCY ACT, R 1985, ¢. B- AMENDE
AND IN THE MATT F SECTION 101 OF
THE RTS OF JUSTICE ACT, R. c. C.43, A ENDED
BANK OF MONTREAL
Applicant

-and -




DEFENDANT
Defendant
BODKIN FINANCIAL RPORATI
BODKIN CAPITAL CORPORATI AND DKIN LEASI RPORATION
Respondents

RECEIVERSHIP ORDER

THIS MOTIONAPPLICATION made by the Plaintiff Applicant, Bank of Montreal
(“BMQ”), for an Order pursuant to section 243(1) of the Bankrupicy and Insolvency Act, R.S.C.
1985, c. B-3, as amended (the "BIA") and section 101 of the Courts of Justice Act, R.8.0. 1990,
¢. C.43, as amended (the "CJA"), appointing &W@}M@
Inc. (“PwC”) as receiver (in such capacities, the "Receiver"), without security, of all of the
properties, assets;_and undertakings end-properties—of [DEBTFOR'S-NAME]{the—Debtorjof
the Respondents, Bodkin Financial Corporation, Bodkin Capital Corporation and Bodkin

Leasing Corporation, acquired for; or used in relation to a-businessthe businesses carried on by
the DebterRespondents, was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the affidavit of {NAMEJPaul James Findlay sworn October 3,
011 and the Exhibits thereto, the Report of PwC in its capacity as gi‘gggged Receiver dated
October 3, 2011, the consent of PwC to act as the Receiver dated October 3, 2011, and on

hearing the submissions of counsel for NAMES]ne-ene—appearing—tor[NAME]BMO, the
R ndents, Sun Li rance Company of Can n C in _its i s
ed Receiver, no_gther par he service li ring although duly served as

appears from the affidavit of service of [NAME}-sworaDATE]-and-onreading the-consent-of
RECEIVER'S NAMEHo-actas-the ReceivesNAME] sworn October e, 2011,

SERVICE

1. THIS COURT ORDERS that the time for service of theBMO’s Notice of Metionand
ion and Application Recor d October 3, 2011 is hereby abridged and
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validated® so that this metienapplication is properly returnable today and hereby dispenses with

further service thereof.

APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 243(1) of the BIA and section 101 of
the CJA, RECENVER'S-NAME]IPricewaterhouseCoopers Inc. is hereby appointed Receiver,
without security, of all of the assets, undertakings and properties of each of the
DebtorRespondents acquired for; or used in relation to a-businessthe businesses carried on by
the DebtorRespondents, including all proceeds thereof (the "Property™).

3. THIS RT ORDERS that the Receiver shall n rate, man I carry on
th in f the R ndents, or employ anv emplovees of the R ndents, witho
further r rder of th n notice to the Applican

RECEIVER’S POWERS

4, 3-THIS COURT ORDERS that the Receiver is hereby empowered and authorized, but

not obligated, to act at once in respect of the Property and, without in any way limiting the

generality of the foregoing, but subject to paragraph 3 hereof, the Receiver is hereby expressly
empowered and authorized to do any of the following where the Receiver considers it necessary

or desirable:

(a) to take possession of and exercise control over the Property and any and

all proceeds, receipts and disbursements arising out of or from the

Property;

(b) to receive, preserve, and protect—ef the Property, or any part or parts
thereof, including, but not limited to, the changing of locks and security
codes, the relocating of any of the Property to safeguard it, the engaging

of independent security personnel, the taking of physical inventories and




the placement of such insurance coverage as may be necessary or

desirable;

(d—to engage consultants, appraisers, agents, experts, auditors,

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

those conferred by this Order;

H-to receive and collect all monies and accounts now owed or hereafter
owing to any of the DebtorRespondents and to exercise all remedies of
any_of the DebtorRespondents in collecting such monies, including,

without limitation, to enforce any security held by any of the
BebtorRespondents;

{e)to settle, extend or compromise any indebtedness owing to any of the
DebtorRespondents;

h)-to execute, assign, issue and endorse documents of whatever nature in

respect of any of the Property, whether in the Receiver's name or in the
name and on behalf of any of the BebterRespondents, for any purpose

pursuant to this Order;
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{—to initiate, prosecute and continue the prosecution of any and all
proceedings and to defend all proceedings now pending or hereafter
instituted with respect to any_of the DebtorRespondents, the Property or
the Receiver, and to settle or compromise any such proceedings. The
authority hereby conveyed shall extend to such appeals or applications for

judicial review in respect of any order or judgment pronounced in any

such proceeding;

&3-o sell, convey, transfer, lease or assign the Property or any part or parts

thereof out of the ordinary course of business,

(i) without the approval of this Court in respect of any transaction not

exceeding $————50,000, provided that the aggregate

consideration for all such transactions does not exceed

$——100,000; and

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

the applicable amount set out in the preceding clause;

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

Personal Property Security Act-{erseection31-of the OntarioMorigages

Aet—asthe-ease~-may—be;} shall not be required, and in each case the
Ontario Bulk Sales Act shall not apply.

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

free and clear of any liens or encumbrances affecting such Property;
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(i {a)>-to report to, meet with and discuss with such affected Persons (as
defined below) as the Receiver deems appropriate on all matters relating
to the Property and the receivership, and to share information, subject to

such terms as to confidentiality as the Receiver deems advisable;

(K)  {o)to register a copy of this Order and any other Orders in respect of the

Property against title to any of the Property;

1] {g)-to enter into agreements with any trustee in bankruptcy appointed in
respect of any of the DebterRespondents, including, without limiting the
generality of the foregoing, the ability to enter into occupation agreements
for any property owned or leased by any of the DebterRespondents;

(m) -lo exercise any sharcholder, partnership, joint venture or other rights
which any of the DebterRespondents may have;

(n) to consent to the issuance of a bankruptcy order for and on behalf of

each of the R ndents in respect of the Bankrupitc lications {(as
defined below); and

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

or the performance of any statutory obligations:,

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

including any of the DebtorRespondents, and without interference from any other Person.

3. THI URT_ORDERS that the Receiver is her em red, authoriz nd
directed, subject to ining such reserves as it ma fit in respect of the pavment of the
reasonable f nd disbursements of Receiver and of its coun rovided for in
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paragraph 22 hereof, and in respect of the payment of any claim which is secured by a -
perfected security interest or hypothec i|_1 any of the personal or movable Property of any
of the Respondents pending a determination as to the priority of such claims against the

claims of BMO, to pay to B n accou f its claims, until h time as all of the claims

fB hall hav n paid in full {includin i limitation all r nd unpaid
inter: hereon to th te of final ment), all mon recei b _the Receiver from an
urce and at a ime or fr ime to time, an ly the balan f h funds, if

in rdance with any further r of this r

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

6. 4-THIS COURT ORDERS that (i) each of the BebterRespondents, (ii) all of #stheir
current and former directors, officers, employees, agents, accountants, legal counsel and
shareholders, and all other persons acting on istheir instructions or behalf, and (iii) all other
individuals, firms, corporations, governmental bodies or agencies, or other entities having notice
of this Order (all of the foregoing, collectively, being "Persons” and each being a "Person”)
shall forthwith advise the Receiver of the existence of any Property in such Person's possession
or control, shall grant immediate and continued access to the Property to the Receiver, and shall

deliver all such Property to the Receiver upon the Receiver's request.

1. 5-THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the
existence of any books, documents, securitics, contracts, orders, corporate and accounting
records, and any other papers, records and information of any kind related to the business or
affairs of any_of the DebterRespondents, and any computer programs, computer tapes,
computer disks, or other data storage media containing any such information (the foregoing,
collectively, the "Records™) in that Person's possession or control, and shall provide to the
Receiver or permit the Receiver to make, retain and take away copies thereof and grant to the
Receiver unfettered access to and use of accounting, computer, software and physical facilities
relating thereto, provided however that nothing in this paragraph 57 or in paragraph 68 of this
Order shall require the delivery of Records, or the granting of access to Records, which may not
be disclosed or provided to the Receiver due to the privilege attaching to solicitor-client

communication or due to statutory provisions prohibiting such disclosure.
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8. 6-THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of thé Receiver. Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistance in gaining immediate
access to the information in the Records as the Receiver may in its discretion require including
providing the Receiver with instructions on the use of any computer or other system and
providing the Receiver with any and all access codes, account names and account numbers that

may be required to gain access to the information.
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NO PROCEEDINGS AGAINST THE RECEIVER

9. 7-THIS COURT ORDERS that no proceeding or enforcement process in any court or
tribunal (each, a "Proceeding"), shall be commenced or continued against the Receiver except

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

- NO PROCEEDINGS AGAINST THE BEBTORRESPONDENTS OR THE PROPERTY

10. 8&—THIS COURT ORDERS that no Proceeding against or in respect of any of the

Debtor-or-the-PropertyR ents or the P other than the outstanding applicati
for bankru rders bearing Court Fil », Court Fil » and Court File No. * that
were mmenced BMQ again he Respon collectivel he “Bankr

Applications™), shall be commenced or continued except with the written consent of the
Receiver or with leave of this Court and any and all Proceedings currently under way against or

in respect of any of the DebtorRespondents or the Property, other than the Bankruptcy
Applications, are hereby stayed and suspended pending further Order of this Court._BMO may

prosecute the Bankruptey Applications at any time following the completion of the sale of

certain of the Proper Eguirex Leasin rp. or its affili

NO EXERCISE OF RIGHTS OR REMEDIES

11. 9—THIS COURT ORDERS that all rights and remedies against amy of the
DebtorRespondents, the Receiver, or affecting the Property, other than with respect to the
Bankruptcy Applications, are hereby stayed and suspended except with the written consent of
the Receiver or leave of this Court, provided however that this stay and suspension does not
apply in respect of any "eligible financial contract” as defined in the BIA, and further provided
that nothing in this paragraph shall (i) empower the Receiver or-theDebterto carry on the

inesses of Respondents_or empower f the Respondents to carry on any
business which-the Debtor-is-not-lawfully-entitledto-carry-onother than the businesses with
which they are now engaged, (ii) exempt the Receiver or any of the DebterRespondents from
compliance with_applicable statutory or regulatory provisions relating to health, safety or the
environment, (iii) prevent the filing of any registration to preserve or perfect a security interest,

or (iv) prevent the registration of a claim for lien.
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NO INTERFERENCE WITH THE RECEIVER

12. 19—THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter,
interfere with, repudiate, terminate or cease to perform any right, renewal right, contract,
agreement, licence or permit in favour of or held by any of the Debtengg pondents, without

written consent of the Receiver or leave of this Court,

CONTINUATION OF SERVICES

13. H--THIS COURT ORDERS that all Persons having oral or written agreements with
any of the DebtorRespondents or statutory or regulatory mandates for the supply of goods
and/or services, including without limitation, all computer software, communication and other
data services, centralized banking services, payroll services, insurance, transportation services,
utility or other services to any of the DebtorRespondents are hereby restrained until further
Order of this Court from discontinuing, altering, interfering with or terminating the supply of
such goods or services as may be required by the Receiver, and that the Receiver shall be entitled

to the continued use of the Debtor'sRespondents' current telephone numbers, facsimile numbers, |
internet addresses and domain names, provided in each case that the normal prices or charges for
all such goods or services received after the date of this Order are paid by the Receiver in
accordance with normal payment practices of the DebterRespondents or such other practices as
may be agreed upon by the supplier or service provider and the Receiver, or as may be ordered

by this Court.

RECEIVER TO HOLD FUNDS

14. 12-THIS COURT ORDERS that all funds, monies, cheques, instruments, and other
forms of payments received or collected by the Receiver from and after the making of this Order
from any source whatsoever, including without limitation the sale of all or any of the Property
and the collection of any accounts receivable in whole or in part, whether in existence on the date
of this Order or hereafter coming into existence, shall be deposited into one or more new
accounts to be opened by the Receiver (the "Post Receivership Accounts”) and the monies
standing to the credit of such Post Receivership Accounts from time to time, net of any
disbursements provided for herein, shall be held by the Receiver to be paid in accordance with

the terms of this Order or any further Order of this Court.
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EMPLOYEES
15, 13—THIS COURT ORDERS that—all—empleyees—ef—the—Debtm—shaﬂ—rem&m—the

the-employment-of such-employvees-AND DIRE hat, subjec ny further order of this
Court as contemplated by paragra hereof. Receiver shall n e authorized to

retain any of the employees he Respondents, and shall not be construed h
mplover of any of the said by r n_of its appointmen Receiver h nder
The Receiver shall not be liable for any employee-related liabilities, including any successor
employer liabilities as provided for in section 14.06(1.2) of the BIA, other than such amounts as
the Receiver may specifically agree in writing to pay, or in respect of its obligations under

sections 81.4(5) or 81.6(3) of the BIA or under the Wage Earner Protection Program Act.

- PIPEDA

16. 14-THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver shall disclose personal
information of identifiable individuals to prospective purchasers or bidders for the Property and
to their advisors, but only to the extent desirable or required f.o negotiate and attempt to complete
one or more sales of the Property (each, a "Sale"). Each prospective purchaser or bidder to
whom such personal information is disclosed shall maintain and protect the privacy of such
information and limit the use of such information to its evaluation of the Sale, and if it does not
complete a Sale, shall return all such information to the Receiver, or in the alternative destroy ail
such information. The purchaser of any Property shall be entitled to continue to use the personal
information provided to it, and related to the Property purchased, in a manner which is in all
material respects identical to the prior use of such information by any of the
DebtorRespondents, and shall return all other personal information to the Receiver, or ensure

that all other personal information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

17.  1S5-THIS COURT ORDERS that nothing herein contained shall require the Receiver to

occupy or to take control, care, charge, possession or management (separately and/or

collectively, "Possession™) of any of the Property that might be environmentally contaminated,
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might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance conirary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legislation"), provided however that nothing herein shall
exempt the Receiver from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Receiver shall not, as a result of this Order or anything done in
pursuance of the Receiver's duties and powers under this Order, be deemed to be in Possession of
any of the Property within the meaning of any Environmental Legislation, unless it is actually in

possession.

LIMITATION ON THE RECEIVER’S LIABILITY

18. 16-THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a
result of its appointment or the carrying out the provisions of this Order, save and except for any
gross negligence or wilful misconduct on its part, or in respect of its obligations under sections
81.4(5) or 81.6(3) of the BIA or under the Wage Earner Protection Program Aci. Nothing in
this Order shall derogate from the protections afforded the Receiver by section 14.06 of the BIA
or by any other applicable legislation.

RECEIVER'S ACCOUNTS

19. 17-THIS COURT ORDERS that the Receiver and counsel o the Receiver shall be paid
their reason_able fees and disbursements, in each case at their standard rates and charges, and that
the Receiver and counsel to the Receiver shall be entitled to and are hereby granted a charge (the
"Receiver's Charge") on the Property, as security for such fees and disbursements, both before
and after the making of this Order in respect of these proceedings, and that the Receiver's Charge

shall form a first charge on the Property in priority to all security interests, trusts, liens, charges
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GENERAL

23.  24-—THIS COURT ORDERS that the Receiver may from time to time apply to this

Court for advice and directions in the discharge of its powers and duties hereunder.
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24, 25-THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from
acting as a trustee in bankruptcy of any of the DebtorRespondents.

25. 26—THIS COURT HEREBY REQUESTS the aid and recognition of any court,
tribunal, regulatory or administrative body having jurisdiction in Canada or in the United States
to give effect to this Order and to assist the Receiver and its agents in carrying out the terms of
this Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Reéeiver, as an officer of this
Court, as may be necessary or desirable to give effect to this Order or to assist the Receiver and

its agents in carrying out the terms of this Order.

26, 27%THIS COURT ORDERS that the Receiver be at liberty and is hereby authorized and
empowered to apply to any court, tribunal, regulatory or administrative body, wherever located,
for the recognition of this Order and for assistance in carrying out the terms of this Order, and
that the Receiver is authorized and empowered to act as a representative in respect of the within
proceedings for the purpose of having these proceedings recognized in a jurisdiction outside

Canada.

27 28-THIS COURT ORDERS that the PlaintiffApplicant shall have its costs of this

motion, up to and including entry and service of this Order, provided for by the terms of the
PlaintiffApplicant’s security or, if not so provided by the PlaintiffApplicant's security, then on a
substantial indemnity basis to be paid by the Receiver from the Debter's—estateRespondents’
estates with such priority and at such time as this Court may determine.

28. THI RT ORDERS that Applicant an iver be at libe
this Order, an; her materials and orders in these proceedi nd anv notices or othe

rrespondence, by fo in ies there repaid ordina il rier, personal
delivery or electronic transmission to the creditors of anyv of the Respondents or other
interested i their respecti dresses as 1 hown on the records of th
Respondents and_that any sﬁch service or notice by courier, personal delivery or electronic
transmission shall be deemed to be received on the next business day following the date of

fo rding thereof, or if sen rdinary mail. on the thir iness dav after mailin
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29. THIS COURT ORDERS that th li the Receiver, and an who has
filed a Notice of A rance m ny_court erials in these proceedin -
mailing a PDF _or other electronic ¢ of such materials unsels' il r

recorded on the ice List from tim time, he Receive ost a copy of any o

all such materials on its website at [INSERT WEBSITE ADDRESS].

30. 29-THIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order on not less than seven (7) days' notice to the Receiver and to any other party
likely to be affected by the order sought or upon such other notice, if any, as this Court may

order.

31. THIS RT ORDE hat this Order and all of its provisions are effective as of
12:01 a.m. Eastern Standard/Davlight Time on the f this Ord
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