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Court File No.
ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
MARSHALLZEHR GROUP INC. and THE BANK OF NOVA SCOTIA TRUST
COMPANY
Applicants
- and -
2131059 ONTARIO LIMITED

Respondent

APPLICATION UNDER Section 243(1) of the Bankruptcy and Insolvency Aet, R.8.C, 1985, ¢.
B-3, and Section 101 of the Courts of Justice Aet, R.8.0. 1990, ¢, C.43,

NOTICE OF APPLICATION

TO THE RESPONDENT

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 chambers scheduling appoiniment before a
Judge presiding over the Commercial List on Tuesday, May 5, 2015, at 10:00 a.m., 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 38C prescribed by the Rules of
Civil Procedure, serve it 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 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 two days before the

lhearing,
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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: April 29, 2015 Issued by; @

oy =

. / T
Local Regls|s & A. Anissimova

Registray

Address of Court Office:
330 University Avenue
Toronto, Ontario

MS5G 1T3

TO: 2131059 ONTARIO LIMITED
114 Sheppard Avenue West,
Suite 12
Toronto, Ontario
M3K 2A2
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APPLICATION

1. The Applicant makes an application for:

(a)

(k)

(©)

an order validating service of this Notice of Application and the Application
Record in the manner effected, abridging the time for service thereof (f
necessary), and dispensing with service thereof on any party other than the parties

served;

an order substantially in the form included in the Application Record, appointing
Collins Barrow Toronto Limited (“Collins Barrow”) as receiver of the property,

assets and undertakings of the Respondent; and

such further and other relief as this Honourable Court may deem just.

2, The grounds for the application are:

(a)

(b)

Doc#3322001v4

2131056 Ontario Limited, operating as Baywood Homes (the “Debtor™} is the
registered owner of a property municipally known as 700 and 725 Mapleview Drive
East, Bairie, Ontario (the “Property™). The Debtor acquired the Property with the

infention to construct a medium and high density residential development.

The Applicants granted loans totalling approximately $21 million to the Debtor for
the purpose of financing the development of the Property. As of April 1, 2015, the
total amount due to the Applicants was $27,211,581.57. As secwity for their [oans
the Applicants hold, among other things, first-ranking, third-ranking and fourth-

ranking mortgages, registered against the Property. Each of the mortgages matured



(©)

(d)

(€

®

-4 -
in early 2014. The loans were not paid on maturity of the mortgages, and the

mortgages are in default.

The Debtor is in breéoh of its obligations to the Applicants under the loans for,
among other things, non-payment. On February 27, 2014, the Applicants issued
demand letters and Notices of Intention to Enforce Security pursuant to Section
244(1) (the “BIA Notices™) of the Bankruptcy and Insolvency Act (Canada) (the

ltBIAﬂ)'

The development requires site plan approval from the City of Barrie before it can
proceed. Although it was in the position to seek site plan approval in the summer
of 2013, the Debtor has not advanced its application process and has failed or

refused to authorize the Applicants to do so on the Debtor’s behalf.

The City of Barrie has established specific deadlines in respect of compliance
with development conditions. If those conditions are not satisfied, the City may

revoke the agreed-upon densities approved for the Property.

The second ranking mortgagee has also commenced power of sale proceedings, and

issued a notice of sale with a redemption date of April 28, 2015.

Appointment of Receiver

(&)

Doc#a322001v1

The development of the Property has stalled. Without site plan approval the

Applicants do not expect to recover the full amount of their loans. On the other
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hand, it is possible that all of the Debtor’s mortgagees would recover all or
substantially all of their loans to the Debtor if the Property is sold after site plan
approvals are obtained. In the absence of the Debtor’s cooperation, which has not

been forthcoming, the site plan approval process cannot proceed,

(h) It is just and convenient that a receiver be appointed to take all steps necessary to
obtain site plan approval and to market the Property for the benefit of all
stakeholders.

) MZG proposes that Collins Barrow be appointed as receiver.

Other Grounds

)] Section 243 of the BIA and Section 101 of the Couris of Justice Act, R.S.0., ¢, C.43,
as amended.

(k) Rules of Civil Procedure: Rule 1.04, 1.05, 2.03, 3.02(1), 16.08.

M Such further and other grounds as counsel may advise and this Honourable Court

Doc#3322001v1
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3. The following documentary evidence will be used at the hearing of the application:
6y The Affidavit of Gregory Zehr; and

(b) Such further and other evidence as counsel may advise and this Honourable Court

permits.

Date: April 29, 2015 CHAITONSLLP
5000 Yonge Street, 10™ Floor
Toronto, Ontario M2N 7E9

Harvey Chaiton (LSUC#H21592F)
Doug Bourassa (L.SUCH50315C)

Tel: 416-218-1129
Fax; 416-218-1849

Lawyers for the Applicants

Doci3322001v1
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Court File No.
ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

MARSHALLZEHR GROUP INC. and THE BANK OF NOVA SCOTIA TRUST

COMPANY
Applicants
- and ~
2131059 ONTARIO LIMITED
Respondent

APPLICATION UNDER Section 243(1) of the Barkruptcy and Insolvency Act, R.S.C, 1985, c.
B-3, and Section 101 of the Courts of Justice Act, R.8.0. 1990, ¢, C.43,

AFFIDAVIT OF GREGORY ZEHR
(sworn April 29, 2015)

I, Gregory Zehr, of the City of Waterloo, in the Province of Ontario, MAKE OATH

AND SAY AS FOLLOWS:

1. I am the President of the Applicarfc, MarshallZehr Group Inc. (“MZG”). As such, I have
knowledge of the facts and matters hereinafter deposed to. Where information contained in this
affidavit is based on information and advice 1 have received from other sources, I have stated the
source of that information and advice, and in all such cases I believe such information and advice to

be true,
OVERVIEW

2, 2131059 Ontario Limited, operating as Baywood Homes (the “Debtor™) is the registered

owner of a property municipally known as 700 and 725 Mapleview Drive East, Barrie, Ontario (the

Doc#3271922v5
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“Property”). The Debtor acquired the Property with the intention to construct a medium and high

density residential development.

3. The Applicants granted loans totalling approximately $21 million to the Debtor for the
purpose of financing the development ;Df the Property. As of April 1, 2015, the total amount due to
the Applicants was $27,400,038.13. As security for their loans the Applicants hold, among other
things, first-ranking, third-ranking and fourth-ranking mortgages, registered against the Property.
| Each of the mortgages matured in earljr 2014. The loans were not paid on maturity of the

mortgages, and the mortgages are in default.

4. The Debtor is in breach of its obligations to the Applicants under the loans for, among other
things, non-payment. On February 27, 2014, the Applicants issued demand letters and Nofices of
Intention to Enforce Security pursuant to Section 244(1) (the “BIA Notices™) of the Bankrupicy

and Insolvency Act (Canada) (the “BIA™).

5. On April 8, 2014, the Applicants issued a Notice of Sale under their first ranking
mortgage against the Property. No payments have been received by the Applicants since the

issuance of the demands.

6. The development requires site plan approval from the City of Barrie before it can
proceed. Although it was in the position to seek site plan approval in the summer of 2013, the
Debtor has not advanced its application process and has failed or refused to authorize the
Applicants to do so on the Debtor’s behalf. Until site plan approval is obtained, building permits

cannot be applied for and construction of the development cannot be commenced.

Doc#3271922v5
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7. The Applicants listed the Property for sale under power of sale with Park Place Realty Inc.
in July 2014. In the course of marketing the Property under power of sale, potential purchasers have
conditioned ﬁwir interest on the Property being site plan approved. If site plan approval is obtained,
the Property is expected to substantially increase in value, and may be sufficient to satisfy all the
mortgage debts relating to the Property. By contrast, based on appraisals obtained by MZG, an ‘as

is’ sale of the Property will not likely generate sufficient proceeds to repay the first mortgage.

8. The development approval process included a settlement agreement between the Debtor and
the City of Barrie at the Ontario Muncipal Board (the “OMB”), Pursuant to this settlement, there
are certain development deadlines with the City of Barrie relating to site plan approval that must be
met if the development is to proceed. Unless the deadlines are met, the previously agree_d—upon

densities for the project are at risk of being revoked by the City of Barrie.

9. The second ranking mortgagee has issued a notice of sale dated March 19, 2015, with a

redemption period expiring on April 28, 2015.

10.  The Applicants seek the appointment of Collins Barrow Toronto Limited (“Collins
Barrow™) as receiver under Section 243(1) of the Bankruptcy and Insolvency Act (“BIA”) and
Section 101 of the Courts of Justice Act over the Debtor’s property, assets and undertakings for the
purpose of obtaining the requisite site plan approvals and selling the Property for the beneﬁt of the

Applicants and other stakeholders.

BACKGROUND

11.  The Applicant MZG is a real estate brokerage and administration firm formed in 2008 with
head offices in Waterloo, Ontario. MZG is in the business of structuring and administering secured

mortgages primarily for residential developments. Individual mortgage transactions arranged by

Doc#3271922v5
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MZG typically range from $1MM to $80MM and are managed separately for their lenders under

mortgage administration agreements,

12, The Debtor is an Ontario corporation, incorporated on March 21, 2007, with a registered
office address of 114 Sheppard Avenuve West, Suite 12, Toronto, Ontario. Attached hereto as
Exhibit “A” is a copy of the Corporate Profile Report for 213 obtained from the Ministry of

Government Services on March 6, 2015.

13.  The Debtor acquired the Property in May 2007. The Property is ‘compriscd of
approximately 100 acres of raw land located near the GO frain station in Barrie, Ontario. The
Property is intended for a medium and high-density residential development. The original
development plans included approximately 1,823 to 1,876 units of mixed types, with no structure
higher than 10 stories. Following a refusal by the City of Barrie (the “City™) to approve the project
and a subsequent settlement between the City and the Debtor, reflected in the reasons of the Ontario
Municipal Board (the “OMB”) dated June 21, 2013 the number of authorized units was reduced to

1,240. A copy of the OMB’s decision dated June 21, 2013 is attached hereto as Exhibit “B”.

14.  The next stage in the project development requires the Debtor to obtain site plan approval
from the City.

THE APPLICANTS LOANS

15.  Pursuant to a commitment letter dated December 7, 2009, MarshallZehr Group Inc., in its
capacity as the trustee for a number of lenders (the “MZG Trustee”), made a term loan available to
the Debtor in the principal amount of $13 million for the purpose of refinancing the Property for
future development (the “First Loan”). A copy of the 2009 commitment letter is attached hereto as

Exhibit “C”.

Doc#3271922v5
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16. A portion of the interest accruing on the First Loan was deferred, and described as an
‘equity bonus’ in the 2009 commitment letter. Pursuant to the terms of the First Loan, upon
maturity or prepayment of the First Loan in whole, deferred interest equal to the following became
due: (1) $3,900,000, if the First Loan was retired on or before the ond anniversary of the advance; or

(i) $4,712,500 (the “Deferred Interest”).

17.  As security for the First Loan, the MZG Trustee obtained, among other things: (i) a first
ranking mortgage on the Property in the amount of $17,712,500 (the “First Mortgage™); and (ii) a
general security agreement over the Debtor’s personal property (the “2009 GSA™). Copies of the

First Mortgage and the GSA are attached hereto as Exhibits “D* and “E”, respectively.

18. It was agreed between the parties that the Deferred Interest will subordinate and be
postponed to the second registered charge on the Property in favour of Sussman Mortgage Funding

Inc. (the “Sussman Charge™).

19. In June 2012, pursuant to the terms of a commitment letter dated June 28, 2012, as amended
by an addendum dated October 12, 2012 and a second addendum dated June 18, 2013 (collectively,
the “2012 Commitment Letter””), MZG agreed to extend a new loan facility to the Debtor for the
purpose of: (i) refinancing the First Loan and replacing the First Mortgage; and (ii) providing the
Debtor with an additional $1.4 million to fund interest accruing, working capital and closing costs
(the “2012 MZG Loan”). A copy of the 2012 Commitment Letter is attached hereto as Exhibit
“E”,

20.  Pursuant to the terms of the 2012 Commitment Letter, the parties agreed, among other

things, that:

2. MZG would take an assignment of the existing 1% mortgage on the Property. A
copy of the Assignment Agreement is attached hereto as Exhibit “G”;

Doc#3271622v5
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b. The Deferred Interest portion of the First Mortgage will be replaced with a new third
charge (the “Deferred Interest Charge™);

c. MZG would receive a general security agreement over all of the assets and
undertaking of 213 and the Baywood Homes Partnership, a copy of which is
attached hereto as Exhibit “H”; and

d. The MZG Loan would mature on January 5, 2014.

21, Pursuant to the terms of the 2012 Commitment Letter, The Bank of Nova Scotia Trust
Company (“BNS Trust”) holds an interest in the First Mortgage as trustee for various self-directed

RRSP lenders listed in the schedule to the registered charge,

22. Concurrent with the 2012 MZG Loan, MZG and BNS Trust entered into an
Acknowledgement and Postponement Agreement (the “Sussman Postponement”) with the
Sussman Group (as it was then constituted), Attached hereto as Exhibit “I” is a true copy of the

Sussman Postponement Agreement.

23.  In addition to the acknowledgment of the priority of the First Mortgage, the Sussman

Postponement included the following terms:

“...the parties hereto agree as follows:

(Cy  [MZG/Scotia] postpone payment of Three Million Three Hundred Twelve
Thousand Five Hundred ($3,312,500.00) Dollars of the registered principal amount
of the First Mortgage as assigned/amended...to payment of the full amount of the
funds owing to the Second Mortgagees...

(D)  The parties confirm and agree that the balance of the principal amount of the
First Charge, as assigned and amended, being Fourteen Million Four Hundred
Thousand ($14,400,000.00) Dollars, together will [sic] all interest, costs and ail
other amounts owing thereunder shall be a first charge upon the Lands...

(H) MZG/Scotia agree to take no steps to collect the [Deferred Interest] through
enforcement of its security against the Lands or any other security of any nature now
ot hereafter held by MZG/Scotia including any guarantees...until the Second
Mortgagee has been fully paid out...” '

24,  Pursuant to a commitment letter dated June 14, 2013, MZG agreed to extend another loan

to the Debtor in the principal amount of $1.1 million for the purpose of funding the plan approval

Doc#3271922v5
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process and interest costs (the “2013 MZG Loan™). As security for the 2013 MZG Loan, MZG

obtained a mortgage on the Property in the principal amount of $1.1 million (the “Third

Mortgage”). The parties agreed that the Deferred Interest Charge will be postponed to the Third

Mortgage. Attached hereto as Exhibit “J” is a true copy of the 2013 MZG Loan commitment

letter.

SECURED CREDITORS

25. I am advised by MZG’s legal counsel, Chaitons LLP, that a title search for the Property

obtained from ServiceOntario on April 27, 2015, a copy of which is attached hereto as Exhibit “K*

discloses the following registrations listed in order of priority:

(a)

(®)

(©

Gy

(e)

the First Mortgage in thé principal amount of $17,712,500, a copy of which was
previously attached hereto as Exhibit “D”;

$2,500,000 charge in favour of Sussman Mortgage Funding Inc. and Community
Trust Company (collectively, the “Sussman Group”) registered on January 5,
2010 as Instrument no. SC792819, a copy of which is attached hereto and marked
as Exhibit “1,”;

The Third Mortgage in the principal amount of $1,100,000 registered on
September 6, 2013, as Instrument no. SC1083208, a copy of which is attached
hereto and marked as Exhibit “M”

the Deferred Interest Charge in the principal amount of $4,712,500 registered on
November 30, 2012, as Instrument no. SC1028163, a copy of which is attached
hereto and marked as Exhibit “N”; and

$1,500,000 charge in favour of Baywood Homes Partnership, 626353 Ontario
Limited, Nori Corp., Vaughancord Holdings Inc., 778788 Ontario Limited and
Corner World Developments Inc. (collectively, the “Baywood Group”)
registered on September 8, 2011, as Instrument no. SC929834, a copy of which is
attached hereto and marked as Exhibit “O”. Although registered earlier in time
than each of the charges described in subparagraphs (¢) and (d), the Baywood
Group charge was postponed in favour of each of those charges.

26. I am advised by Chaitons that it obtained a search from the Ontario Personal Property

Security Registration System (the “PPSR”) in respect of registrations which are outstanding

Doc#3271822v6
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against the Debtor as at March 5, 2015, attached hereto as Exhibit “P”. The search discloses the

particulars of the following registrations (in order of priority):

a. MZG in respect of inventory, equipment, accounts, other & motor vehicles

b. Sussman Mortgage Funding Inc. in respect of equipment, accounts, other & motor
vehicles

27. A property tax search has been requisitioned, and will be available prior to the return of this

application.

OMB PROCEEDINGS

28.  In the course of the development of the project, the City refused or neglected to enact a
zoning by-law to permit the redevelopment of the Property. The Debtor appealed this issue to
the OMB, Ultimately, the appeal was seftled, and the settlement was approved by the OMB in
reasons dated November 22, 2013. Attached hereto as Exhibit “Q” is a true copy of the reasons

for decision of the OMB.

29.  The settlement explicitly provided that that OMB would not retain jurisdiction for clearing
conditions of draft approval. Instead, the timing and satisfaction of those conditions would remain

the purview of the City.

30.  The City provided the Debtor with a set of 44 conditions which must be complied with in
order to obtain approval of the plan of subdivision. Attached hereto as Exhibit “R” is a true

copy of the draft plan of subdivision conditions.

31.  Condition number 44 provides that the final plan of subdivision must be registered within 3

years of draft approval. MZG understands that this deadline will expire in May 2016. In the eventa

Doc#3271922v5
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further extension is required, it must be sought a minimum of 120 days prior to the expiry of the

deadline.

32. On or around February 10, 2015, MZG requested that the Debtor execute an agency
agreement authorizing MZG to apply for the requisite approvals with the City on the Debtor’s
behalf. The Debtor has not provided the requested consent and has refused to sign the proposed

agreement. Attached hereto as Exhibit “S” is a true copy of the consent.

DEFAULT AND POWER OF SALE

33.  The Debtor is in default of its obligations under the 2012 MZG Loan and the 2013 MZG

Loan for, among other things, non-payment.

34, On February 27, 2014, MZG and BNS Trust issued demand letters and BIA Notices.

Attached hereto as Exhibit “T” are true copies of the demands and BIA Notices.
35.  No funds were received in response to the February 27, 2014 demand letters.

36.  On April 8, 2014, the Applicants issued a Notice of Sale under the First Mortgage, The
Notice of Sale claimed payment of $17,507,824.23 as at May 18, 2014, Attached hereto as Exhibit

“U” is a true copy of the April 8, 2014 Notice of Sale.

37.  No funds were received in response to the demand for payment or the Notice of Sale

38.  Pursuant to an agreement dated November 2014, MZG and BNS Trust agreed to sell the
* Property under power of sale. The purchase price under the agreement of purchase and sale was in

an amount sufficient to satisfy all or substantially all claims of the Debtor’s mortgagees. The

agreement was conditional upon the buyer satisfying itself that all of the requisite building permits

Doc#3271922v5
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have been obtained. As discussed above, building permits cannot be applied for until site plan

approval is obtained.

39. A copy of the agreement of purchase and sale, along with a copy of the ‘as is’ appraisals

obtained by MZG will be provided to the Cowrt in a confidential appendix at the return of the

application.
40. By its terms, the agreement of purchase and sale expired on February 27, 2015,

41.  In my discussions with the purchaser’s representative, I understand that the purchaser is

prepared to resubmit its offer if the site plan approvals are obtained.
SUSSMAN GROUP COMMENCES ENFORCEMENT

42.  On March 19, 2015, a notice of sale under the 2™ ranking Sussman Charge, requiring
payment of the sum of $4,988,565.00 in order to redeem the mortgage. Attached hereto as Exhibit

“V” is a true copy of the Sussman notice of sale.
43,  The Sussman notice of sale establishes a redemption period ending on April 28, 2015.
IT IS JUST AND CONVENIENT TO APPOINT A RECEIVER

44,  The Debtor is in default of its obligations to the Applicants. The Applicants have demanded
payment and have delivered the BIA Notices to the Debtor. The Debtor has failed to repay any

amounts to the Applicants subsequent to the delivery of the demands.

45,  The development of the Property has stalled. Without site plan approval the Applicants do
not expect to recover the full amount of their loans, On the other hand, as indicated above, all of the

Debtor’s mortgagees would likely recover all or substantially all of their loans to the Debtor if the

Dock3271922y5
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Property is sold after site plan approvals arc obtained. In the absence of the Debtor’s cooperation,

which has not been forthcoming, the site plan approval process cannot proceed.

46.  MZG is prepared to advance funds to a receiver appointed by the Court so that the receiver
can take all steps necessary to obtain site plan approval and sell the Property for the benefit of all
stakeholders. MZG currently estimates the cost of obtaining site plan approval at $400,000 -

$500,000, exclusive of the Receiver’s fees and disbursements and that of its counsel.

47.  Ibelieve it is in the best interests of the Applicants and the Debtor’s creditors generally that
a receiver be appointed to take control over the Property, obtain site plan approval and sell the

Property in an open and transparent manner for the benefit of all stakeholders.

48. The Applicants propose that Collins Barrow be appointed as receiver. Collins Barrow has

agreed to act, if appointed.

49.  This affidavit is swomn in support of the Applicants’ application for the appointment of a

receiver over the Property and for no other or improper purpose.

Doc#3271022v8
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THIS IS EXHIBIT “A” TO
THE AFFIDAVIT OF GREGORY ZEHR

SWORN BEFORE ME THIS 2 T+

‘ ¥ APRIL, 2015.

A Commissioner efc.
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Request ID: 017397057
Transaction [D: 56958741
Category ID: UN/E

Province of Ontario
Ministry of Government Services

CORPORATION PROFILE REPORT

Ontarlo Corp Number Corporation Name

2131059 2131059 ONTARIO LIMITED
Corporation Type Corporation Status

ONTARIO BUSINESS CORP. ACTIVE

Registered Office Address

1140 SHEFPARD AVE WEST

Suite # UNIT 12
TORONTO

ONTARIO

CANADA MB3K 2A2

Mailing Address

1140 SHEPPARD AVE WEST

Sulte # UNIT 12
TORONTO

ONTARIO

CANADA M3K 2A2

Activity Classiflcation
NOT AVAILABLE

Number of Directors
Minimum Maximum

00001 00010

yr
2

Date Report Produced: 2015/03/06
Time Report Produced: 15:35:10

Page:

Date Amalgamated
NOT APPLICABLE
New Amal. Number

NOT APPLICABLE

Revlval Date
NOT APPLICABLE
Transferred Out Date
NOT APPLICABLE

EP Licence Eff,Date
NOT APPLICABLE

Date Commenced
in Ontario

NOT APPLICABLE

1

Incorporation Date
2007/03/21.
Jurisdiction
ONTARIO
Former Jurisdiction
NOT APPLICABLE
Arnalgamation Ind.
NOT APPLICABLE‘
Nctice Date
NOT APPLICABLE
Letter Date
NOT APPLICABLE
Continuation Date
NOT APPLICABLE
Cancel/lnactive Date
NOT APPLICABLE

EP Licence Term.Date
NOT APPLICABLE

Date Ceased
in Ontario

NOT APPLICABLE



Request 1D: 017397057 Province of Ontario Date Report Produced: 2015/03/06

Transaction ID: 56958741 Ministry of Government Services Time Report Produced: 15:35:10
Category ID: UN/E Page: 2

CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

2131059 : 2131059 ONTARIO LIMITED
Corporate Name History Effective Date

2131059 ONTARIO LIMITED 2007/03/21
Current Business Name(s) Exist: ' NO
Expired Business Name(s) Exist: NO

Administrator:

Name (Individual / Corporation) Address
CORA ‘

1140 SHEPPARD AVE WEST
CANONACO

Sulte # UNIT 12

TORCNTO

ONTARIO

CANADA M3K 2A2
Date Began First Director
201412101 NOT APPLICABLE
Designation Officer Type Resident Canadian

OFFICER ' PRESIDENT
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Transaction 1D: 56958741
Category 1D: UN/E -

Province of Ontario

« Date Report Produced:
Ministry of Government Services Time Report Produced:

Page:

CORPORATION PROFILE REPORT

Ontario Corp Number

2131059

Administrator:
Name (Individual / Corporation)

CORA
CANONACO

Date Began
201412/01
Deslgnation

DIRECTOR

First Direcfor
NOT APPLICABLE
Officer Type

Corporation Name

27131059 ONTARIO LIMITED

Address

1140 SHEPPARD AVE WEST
Suite # UNIT 12
TORONTO

ONTARIO
CANADA MB3K 2A2

Resident Canadian
Y

)

’.2

[

2015/03/06
15:35:10
3
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Request ID: 017397057 Province of Ontario ' Date Report Produced:  201165/03/06
Transaction |D: 56958741 Ministry of Government Services Time Report Produced: 15:35:10
Page: 4

Category 1D: UN/E

CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

2131059 2131059 ONTARIO LIMITED

Last Document Recorded
Act/Code Description Form Date

CIA CHANGE NOTICE 1 2014712111 (ELECTRONIC FILING)

THIS REPORT SETS OUT THE MOST RECENT INFORMATION FILED BY THE CORFORATION ON OR AFTER gUNE 27, 1992, AND RECORD
IN THE ONTARIO BUSINESS N FORMA TlEFNS STEM AS lAT THEDATE AND TIME OF PRINTING. ALL ONS WHO ARE RECORDED AED

GURRENT DIRECTORS OR CFFICERS ARE INCLUDED IN THE LIST OF ADMINISTRATORS,
ADDITIONAL HISTORICAL INFORMATION MAY EXIST ON MICROFICHE.

The issuance of this report In slectronic form s authorized by the Ministry of Govefnrent Services.
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June 21, 2013 PL111099

Ontario
Ontario Municipal Board
Commission des affaires municipales de I'Ontario

2131059 Ontario Limited (Baywood Homes) has appealed to the Ontario Municipal
Board under subsection 22(7) of the Planning Act, R.S.0. 1890, ¢. P.13, as amended,
from Council's refusal or neglect to enact a proposed amendment to the Official Plan for
the City of Barrie to redesignate land at 700 and 725 Mapleview Drive East from Low
Density Residential to Medium Density Residential, High Density Residential and
Neighbourhood Commercial

(Approval Authority File No. DOS-OPA 125)

OMB File No. PL111099

2131059 Ontario Limited (Baywood Homes) has appealed to the Ontario Municipal
Board under subsection 34(11) of the Planning Act, R.S.0. 1990, ¢. P.13, as amended,
from Council’s refusal or neglect to enact a proposed amendment to Zoning By-taw 85-
95 and 2009-141 of the City of Barrie to rezone lands respecting 700 and 725
Mapleview Drive East from OS, EP, R2 (SP-238, SP-244, SP-248, SP-249), RM2-TH,
and C5 to OS, EP, RM2-TH SP, RA1 SP, RA2 SP to permit the development of a
variety of medium and high density housing forms including street townhouse, four-
plexes, six-plexes, maisonettes and a number of apartments ranging in height from 6-24
storeys

OMB File No. PL111101

2131059 Ontario Limited (Baywood Homes) has appealed to the Ontario Municipal
Board under subsection 51(34) of the Planning Act, R.S.0. 1990, c. P.13, as amended,
from the failure of the City of Barrie to make a decision respecting a proposed plan of
subdivision on lands respecting 700 and 725 Mapleview Drive East

(Approval Authority File No. D12-393)

OMB File No. PL111100

APPEARANCES:
Parties Counsel
2131059 Ontario Limited ' D. Bronskill
(Baywood Homes)
City of Barrie R. Carlson

Innis-Shore Management Inc., Hewitt's C. Estrella
Creek Management Inc. and Crisdawn
Construction Inc.
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MEMORANDUM OF ORAL DECISION DELIVERED BY C. HEFFERON ON MAY 6,
2013 AND ORDER OF THE BOARD

MATTER BEFORE THE BOARD

[11 2131059 Ontario Lid (“Bayfield Homes”) has appealed to the Ontario Municipal
Board (“Board”) the refusal or neglect of the City of Barrie (“City”) to make a decision on
its application for amendments to the City of Barrie Official Plan (*OP") and Zoning By-
law 2009-141 {“By-law"), and for approval of a draft plan of subdivision to permit a
residential development on lands municipally known as 700-725 Mapleview Drive East.

BACKGROUND

[2]  Atthe commencement of the hearing, counsel for the parties informed the Board
that Bayfield Homes had reached a partial settlement with the City. The settlement is
based on a reduction in the proposed dwelling unit count from 1823 to 1241. The
following was not disputed.

[83] The boundaries of the former Environmental Protection ("EP") designated lands
have been expanded. Approximately 19.5 ha of the total 40 ha will be designated EP. It
was agreed between the City and Bayfield that the storm water management pond
("SWMP") is not to be included in the dwelling unit count for the purposes of calculating
density.

[4] Approximately 20.66 gross ha of the total site are proposed to be developed. Of
this total, 818 units are proposed for the 6.78 ha located within a 500 m radius drawn
from the intersection of Yonge Street and Mapleview Drive East and 423 units for the
7.946 ha located outside that 500 m radius. It is proposed to develop the lands within

. the 500 m radius at a density of approximately 120.7 units per ha (“u/p/ha”) and the
lands outside that radius at 53.9 u/p/ha. The circular road around the development,
previously planned to be a private road, is now proposed fo be a dedicated public road.

[6]  The requested amendment to the By-law also requires that Block 14 be reserved
both for institutional uses and for approximately 715 m? of retail space.



-3- PL111099

[6] David Bronskill, counsel for Bayfield Homes and Cory Estrella, counsel for the
respondent (Innis-Shore Management Inc., Hewitt's Creek Management Inc., and
Crisdawn Construction inc.) confirmed that negotiations regarding certain cost sharing
issues are continuing. If needed, all or a portion of July 22, 23, 2013 will be used to
litigate this matter.

ORDER
[5] Four days have been set aside for the hearing into this matter.

[6] The following days have been set aside for the hearing: July 17, 18, 22 and 23
of 2013. The hearing is scheduled fo commence at 10:30 am on July 17 in:

Municipal Building (Barrie)
Council Chambers
70 Collier Street Barrie ON
L4M AT5

“C. Hefferon”

C. HEFFERON
MEMBER



Docll2034224v1

THIS IS EXHIBIT “C” TO
THE AFFIDAVIT OF GREGORY ZEHR

SWORN BEFORE ME THIS 7 1

00

A Commisstoner éfc.

ST, B3 Ty
Py pait G0
U gy .



Marshallzcl:

GROUP

Dacember 7, 2009
Commitment Letter - Updated

MarshalliZehr Group Inc. (hereinafter "MZG"}, Is pleased to advise you (hereinafter the “Borrower”)
that the Borrowser's recent application for a loan to be secured by a first mortgage (the *Mortgage”)
has baen approvad subjact to the folfowing terms and conditions:

Project: The subject property Is located In the City of Barrie. Pin Nos. 58091 -0288 and
58091 ~ 1689 known collectively #§ “Mupleview”,

Borrower: 2121039 Ontarip Limited

Guarantors:  Ralph Canoaaco '
Tony Canonaco
Frank Canonace .
Baywood Homes Partnership
“Mapleview Newco®™

Purpose: To refinance the existing property for future development.
Property Value: The estimated current value of the subject property is 527,000,000 based vpon 1500 Units.

_ In the event density is increased to 2400 units then the appraised Value to be in excess
of 532 million upon site plan approval,

Lender Name:
MarshaliZehr Group Inc. In Trust {the “Lender”)
465 Philllp St., Sulte 206
Waterlog, ON, N2L6C7

Mortgage

Brokerage:  8LD Financlaline.
Brokerage Number; 10019
Unit 104 - 501 Krug St.
Kitcheser, ON

Mortgage Refarrsi Fee
CYR Funding Inc.
Brokerage Number: 11681
300 John St. #328
Thornhlll, ON, 13T SW4
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GROUP

Mortgage
Admin/strator: TBD

Loan Facility:  $13,000,000 Collaterally secured by a 1™ Mortgege

Pricing: 7% per annum calculated and payable In advance, The effective annoal rate of
intarest is 7.5268%

intarest: The Loan shall ba payable interest anty untit maturity. The interest for the ficst year
of the term In the amount of $910,000 will be pra-paid to the Lender at closing.  If the Loan s
prepald, in whole or In past, prior to the first anniversary of the Loan then the amount of prepaid
interest that Is “unearned” and applicable to such prepald amount shall be credited to the Borrower
and appfied against the discharge payment. Upon the flrst anniversary of tha Term of the Loan, the
Borrower shall again prepay Interest for the second year of the Term al the prescribed rate on the
principal balance of the Loan then outstanding ($910,000.00 assuming no prepayments of Interest
have been made). if the Lean ks prepared, In whole or in part, prior to the second anniversary of the
Loan, then and amount of prepaid Interast thet Is *unearned” and applicable to such prepaid
amount shall be credited to the Borrower and applied against the discharge payment. Upon the
second anniversary of the Term of the Loan, the Borrower shall again prepay interest for the batance
of the Term of the Loan at the prescribed rate on the balante of the Loan then outstanding. If the
Loans |5 prepald in whole or In part prior % maturity, then the amount of peepaid intersst that is
“unesred™ and applicabie to such prepald amount shall be credited to the Borrower and applied
against the discharge payment.

Broker Fee: 1, 5117,500 less the good faith deposit listed below. Payable to BLD Financlal
Ine,
2. CYR Broker Fee - $143,750.00

Project Management Fee***: M2G wlli be pald by the Borrower: ‘

1. $400,000, as a project managament fax that will be earned and payable
upGn the maturity of the Loan. The Management fée will be secured by snd
be inchuded in the Loan, _

2. 7% per annum, paid annually in advance, on the value of the $400,000 in
the same manner as Interést under the Loan.

3, The pro-rata share of Equity Bonus (of $400,000 of $13,000,000} when the
mortgage principal is retired.

*** The fee is only earned as the Project evolves and a risk of non-payment

_oteurs if the Loan ks not re-paidikn full,

Good Faith Deposit: $25,000 non-refundable, This fee is actepted upon signing of this
commitrent letter and {5 non-refundable. The $25,000 deposit ks payable upon
signing of the Commitment Letter and will be held *in trust” with “Sorbaralaw
In Trust :

Breakige Fee: In the event that the Borrower chooses not 1o proceed with the funding of M26,
then the borrower agrees to immediately pay MZG a fee of $250,000 to break
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the terms of the agreed Commitrment Letter. ¥, This Breakage Fee will be
guaranteed by Ralph Canonaco, Tony Canonaco, Frank Canenaco and Baywond
Homes Partnership,

Targeted Closing Date:

Legai and
Professional
Fers:

Discharge
Fess:

Term:

Prepayment:

Ranewal;

Equity Bonus:

The Standby Agreament - Wadnesday, December 15th, 2009
The Mortgage Chosing Date - Wadnasday, December 30th, 2009

All Legal Fees to be pakd by the Borrower.

The borrower k responsible for all costs assoclated with the discharge of the
mortgage.

3G months

This Is an "open® movtgage repayable in whole or in part at any time or times
upon at {east 90 days advance written notice to the tander,

None

Upon maturity or prepayment in whole, an Equity Bonus equal to the following
shall be due and payablé by the Borrower to the Lendar:

A} I the entire principal of the Loan (plus interest) Is retired on or before the
2™ anniversary of the advance, then the guaranteed minimum bonus payout to
the Lender shall be $3,900,000.00.

B.) if the entire principal of the Loan {pius accrued interest} is retired after the
2™ anniversary of the First advance, then the guarantzed minimum bonus
payout to the Lender shall be $4,712,500.00.

It s agreed that the equity bonus, as outfined will subordinate and postpone to
the 2nd mortgage In the amount of $2,500,000.00. The béneficial ownérs’
personal guarantees and Baywood Homes {or ownership company)} corporate
guarantee will include the equity portion of the transaction far the benefit of
M2ZG.

It is agreed that the terms of this agreement will be worded and structura by
our accountant for tax structuring purposes.
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MZG Option Agreement;

Security:

Separate and apart from the payment.of any principle, interest or the Equity
Bonus heraunder, MZG In its personal capacity shall be given an option to
acgulre an interest in the high density portion of the project by way of a jolnt
venture agreement with the Borrower., The Option shall be exercised
concurrently with the payout of the Loan and discharge of the security provided
hereunder as bilows: '

AJ I the prnciple of the Loan {plus interest and the Equlty Borus) I$ retired on
or before the 2* annivéarsary of the first advance, the M2G will have the option
to acquire & 43.33% interest in the high density portlon of the project as
outitned fn the executed Term Sheet and known 23 the third phasa.

B.) If the prindipal of the Loan {plus interest and the Equity Bonus) Is retired
after the 2™ anniversary of the first advance, the MZG will have the option to
acquire an loterest in the high density portion of the project equal to 43.33%
plus the increase in that value basad upon an additional 65 housing units belng
allocated to MZG.

The consideration to be pald by MZG on exercise of the option under A) or B.)

above shall ba an amount equal ta the Equity Bonus pald by the Borrower to the
Lender. Such payment shall ba made simultanecusly with the payment of tha
Equity Bonus by the 8orrower to the Lender. MZG and the Borrower shall in
gooed falth negotiate the balance of the terms of the joint venture prior to the
first advanca of the Loan.

MZG shail have the right to sell or trénster the ownership of the Option (for tha
development/construction phase of the sald land) to another party with
approval from the Borrower (and appraval shall not be unreasonably withheld.)

1. Loan Agreement — collateral 1st mortgage charge In the amount of
$17,712,500,00 plus accrued interest and fees on the subject property located
on Mapleview Road East, Barrie, Ontario.

Z, GSA over the Borrower, 2131059 Ontarie Uimited,

3. Corporate guarantees and pacsonal guarantees, listed above.

5. Commarclal Liability Insurance.

6. Title Insurance

7. Ali gther standard 1st mortgage security including but not fimited to Dye &
Durham Standard Charge Tarms 200033,

8. Clear definition of default and provislons for lender to recuperate thefr
capital,

9. In the event of default, the $3,900,000 bonus {or $4,712,500.00) shall become
immediately due and payabie and added to the principal amount of the Loan,
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10. Tha Bonus Equity guaranteed amount witl have security on the Mapleview
Froperty behind the Second Mortgage but will have full corporate and personal

guarantees,
Funding :
Corditlons: 1, Satlsfactory receipt and review of all standard project details and
required security documants. ,
2. Receipt and setisfactory review of Agreement of Purchase &
Sale documents.

3, Recelpt and satisfactory review of Agreement of Purchase &
Sale documents for lot purchases to Optlons for Homes and
Baywood Homes, '
1, Satisfactory review of a Phase 1 Environmental Report,
4. Copies of City of Barrie Tax Assessments and proof that taxes
are current.
5, Ptoof that the 2™ mortgage for $2,500,000 has bisen atranged
and the funds have been proofed and will be advanced on
closing of the 1" mortgage. 2™ mortgage terms must be approved by Lender.
6, Letters of Rellance on the environmental report and ppraisal,
7. Documentation from the City of Barrle citing requast for
increased density In the form of the Officlal Plan Amendmient stating that the
density permitted 15 120 units per hactare.

8. A joint venture agreement in satisfactory form to MZG shall have been

entered into by MZG and the Borrower.

9. Understanding of corporate and managerment structure with

project imeline and rasponsibilities outlined. MZG to be involved
1o the management process.

10. Satisfactory receipt and review of the updated appraisal,

11, MZG has the right to find an acceptable tax structure for the above terms
that [s socceptable to the Borrower,

12, Baywood Homes or the owners will participate in the Loan as a lender for
$1,500,000.00 and will agree to a Priorities Agreement where the Baywood
Homes $1,500,000 will be pald out bahind all ather 1% Mortgage princlpal
including the MZG Bonus portion thereof.

13. Tha Lender agrees to advance the balance of the One Million
($1,000,000.00) Dollars into the Loan on or before February 16™, 2010 or
to ralmburse Baywood Homes or thelr assignee.

" This Commitment Letter Js to taplace the Commitmant Lattar sighed on Novernber 7%, 2009
and the executed Ryder of November 3%, 2009. The specifics of the mortgage are outhined fn
the Decembier 2™, 2009 Memo attached.

Acceptance:  Please execute this Commitment Letter and return to MarshalZehr Group fnc.
Please forward $25,000 non-refundabie. This fee is accepted upon signing of this commitment
fetter and Is non-refundable. Tha $25,000 deposit Is payable with this signed letter and will be
held "in trust” with Sorbarataw,
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ory Zehr
aMzehr Group Inc.

{Mortgage Agent - BLD Finandial Inc., Brokerage Number; 10015}

Borrower:
| HEREBY accept the terms and conditions as stated hereln,

DATED at Waterloo, this fz-"ﬂ('d'ay of December, 2009,

21310585 Ontario Limit

Lender:
| HEREBY accept the terms and conditions as stated hereln.

M
DATED at Waterloo, this “ . day of December, 2009,
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December 9, 2009
Standby Agreement - Mapleview

MarshalZehr Group Inc. {herelnafter "MZG"}, licensed under the Mortgoge Brokergges, Lenders ond
Administrators Act, 2006 with BLD Financial (Brokerage Num: 10019) has agraed to provide NewCo -
"Mapleview Newco” and Baywood Homes Parthership (hereinafter the “Borrower'}a 15 day
guarantee for the required 510,500,000 funding as per the MarshallZehr Group (ne. Commitment
tetterof December 9, 2009, In return the barrower will pay a Standby Fee, t6 be held In Sorbara
Law in Trust for the interast owing during that term. This is not the final closing documents for the
Meortgage to "2131059 Ontario Limited” on the subject property i located in the City of Barrle. Pin
Nos. 55081 -0288 anid 58091 - 1689 known collectively as “Mapleview”, if alt of condlitions are met
as per the MarshallZebr Group In¢. Commitment Letter of December 9, 20089, prior o the end of the
Standby Fee term of 15 days, then the mortgage wifl camrience as per the terms of the agreed
upon Commitment Letter of December 9, 2009,

Project: The subject property ss located in the City of Barric. Pin Nos. 58091 -0288 and
58091 - 1689 known collectively as “Mapleview”,

Borrower: 23310359 Ontario Limited and Baywood Homes Partnership

Purpose: This agreement [s to ensure that the 510,500,000 wilt be maintained by
MarshaliZehr Graup Inc. and will be available if the final conditlons are waived
on the MarshallZehr Group Inc. Commitment Letter of Dacember 9, 2009 and
the 17 Mortgage on “Magleview” is in place, on or before the end of the
Standby Fee Term,

Term of Standby Commitment: 15 days ending Decernber 30™, 2009

Lender: wtarshallZehr Geoup Inc. in Trust
465 Phillig St., Suite 206
Waterloo, ON, N2L6C7

Standby Fee Pricing:  $64,726.03 - pre-paid to the Lender upon receipt,

MZG Feer $25,000, which will be deamed eamead at receipt by MZG and will be non-refundable
to borrower,

Date of Standby Fee (Guaranteed Funds) to be received by "Sorbaralaw in:
Cecember 16th, 2009

Date of the Proofing of the $10,500,000 {less $400,000 M2G Investment) by fdarshalizehr Group
Inc. 10 the borrower: December 16th, 2009

465 Phillip St., Suite 206, Waterlpo, ON, N2L6C7
p. 519.342.0852 [, §19.342.0851
BLD Financiafl - Brokerage Num: {0019
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Notes:

1. This agreement explred at the end of the 15 day term and the obligations
of MIZG as per the Commitment Letter of December 9, 2000 will also
expire. ** Nate: In the avent that the Mortgage does not proceed The
Breakage Fee is immediately due and payable to MZG.

2. The Standby Fee will be held in the Sorbars Law in Trust account and pre-
paid to the Lender upan receipt.

**8roakage Fea; In the event that the Borrower chooses not to proceed with the funding
of MZG, then the borrawer agrees to immediately pay M2G & feg of
$250,000.00 to break the terms of the agreed Commitment Letter. This
Breakage Fee will be guaranteed by Ralph Canonaco, Tony Canonaco, Frank
Canonaco and Baywood Homes Partnership.

Please execute this document and return to us by December 9, 2009.

Yours Truly,

Gregory Zehr
MarshatlZehr Group Inc.
{Mortgage Agent — 8LD Finonclal Inc., Brokerage Number: 10015)

463 Phillip St., Sutte 206, Waterioo, ON, N2L6C7
P 519.342.0852 £ 519.342.0851
BLD Financial - Brokerage Num: 10019
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Borrowaer:

| HEREBY accept the terms and conditions as stated herein,

DATED 3t Waterloo, this__/ aﬂ day of December, 2003,

2131059 Dntii?‘_@mﬂ%
>

Per: < - .

Ralph Copoaco
"I/ We have the authority to hing the Corporation”

Ralph Canonaco

Lender:
{HEREBY accept the terms and conditions as stated herein,

DATED at Waterlpo, this day of Decemiber, 2009.

tarshaliZehr Group Ine.

Per: .
Gregory Zehr

*i/We have the authority ta bind the Corporation”

Gregory Zehr-

463 Phillip St., Suite 208, Waterloo, ON, N2L6C7
P. 519.342.0852 £ 519.342.0851
BLD Financial — Brokerage Num: 10019
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danuary 4, 2010

Extension of Standby Agreement - Mapleview

This Is an extension of the Standby Agreement dated December 5, 2009 and December 31, 2009,
The Barrawar, 2131059 Ontarlo Limited and Baywood Homes Partnership, agrees to pay by certified
funds to MarshallZehr Group Inc. “In Trust®, a total of $4,315.07 which s 1 day of interast calculated
at 15% on the $10,500,000.00 which Is hebd in trust on or before January 5, 2010,

Please execute this document immediataly and return to us today, January 4, 2010.

Yours Truly,

Gregory Zahr ‘
MarshaliZehr Group inc,
{Mortgage Agent — BLD Finonciol lric,, Brokerage Number: 10019}

Barrower;
| HEREBY accept the terms and conditions as stated hereln.

DATED at Toronto, this 4" day of January, 2010.

Per:

.régk.ea’ﬁanacu ' |
*1.AWe have th orlty to bind the Corporation®

465 Phillip St.,, Suite 206, Waterfoo, ON, N2L6CT
P Y19.342.0852 [ SI9.342.0851
BLI} Financial - Brokerage Nun: 10019
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GUaTANtors:

Ralph Canonaco
I HEREBY accept the terms and conditlons 35 stated hereln.

DATED at Toronte, this 4™ day of January, 2010,

Par:< : . ) o

Wi& Attorney, Frank Canonaco
Tony {ifionaco

FHEREBY accept the terms and conditions as stated herein.

DATED at Toronto, this 4™ day of January, 2010.

Frank Canonaco
1 HEREBY accept the terms and conditions as stated herein.

DATED at Toronto, this 4™ day of January, 2010.

Peor:
Bagv artnership
{H Ftcept the terms and conditions as stated herein.

DATED at Toronto, this 4® day of January, 2010,

“if\le hay ity£0 bind the Corporation”

465 Phillip St., Suite 206, Waterloo, ON, N2L6CT
P S19.342.0852 [ 519.342.0851
BLD Financiel - Brokerage Num: 10019
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REGISTERED C

LRO# 51 ChargeMortgage Receiptad as SC782752 n; 2609 231 al 11:41

The appiicant{s} heveby applies (o the Land Registrar, yyyy mm dd Page 113
Properties

PIN 58091 - 1680 LT Interast/Esiate  Fee Simph

Description  PT S12 LT 18 CON 12 INNISFIL PT 1 5TRZ2928 EXCEPT PT 4 51R22586; 3/T EASE
OVER PTS 1.2 & 3 51132686 AS [N SC212818, ST EASE IN GROSS OVERPT 8 ON
L 51R341565 AS IN SC510541; BARRIE

Address BARRIE

PN 58081 - Q288 LT Inlerest/Eslate  Fen Simple

Descriplion PCL 16-2 SEC 51tNN12; PT § 142 OF LT 18 CON 12 INNISFIL PT 1 51R22937 , 5/T
EASE IN GROSS OVER PT 8 PL 51R24165 AS IN SC510541: BARRIE

Adifress BARRIE

Chargor(s)

The chargor(s} beraby chamges the land to the chargee(s}. The chargor(s) acknowledges the receipt of U charge anrj the sténdard
charge terms, if any.

Narne 2431058 ONTARIO LIMITED

Addrass for Service 1140 Sheppard Avenus Wast, #12
‘ Teronto, Ontario, M3K 242

I, Frank Canonaco, Presidesd, have the authority to bind the corpodation,
This document is not aulhorized under Powar of Attomey by this party.

Chargee(s) Capscity Share

Name MARSHALLZEHR GROUP INC.

Address for Service 485 Phillip Streel, Suite 205
Waledoo, Ontarlo, N2L. 8CT

[ Statements

Scheduie: Soe Schedules

Provisions

Pancipal $17,712,500.00 Cummency  CDN
Calcwistion Peripd Set Schedula
Balance Dug Dalw See Schedule
Inferest Rate See Schedule
Paymenis

Inderes! Adiustment Dale

Payment Daie See Schedule
First Payment Date

Last Payment Date

Standard Charge Temms 200033

insurance Amount full insurable value

Guaranior



LY

LRO# 51 ChargeiMortgage

Raceipted 28 SC782792 on 2009 1231 al 11:41
The sppivant(s} hereby eppites to the Land Registrar,

yyyymmdd  Page2of3

Signed By

Charlotte Ann Langll 300 Victorla St, N, acting for Signed 2009 12 3¢
Kitchansr Chargoris)
NZH 6RO

Tet §195760480
Fax 5195763234

| have ihe authosily 10 sign and register the document on behalf of tha Chargar(s).

Submitted By ]
SORBARA, SCHUMACHER, MCCANN LLP 300 Victoria 5t, N. 2000 1231
Kitchener
N2H 5R9

Tot 5185260450
Fax 5185763234

Fees/Taxes/Payment

Statitory Registralior Fee $50.00

Total Paid $50.00
[f-’“ﬂe Number j
Chargor Client File Number : . 58511

Chargea Client File Number 58811



MARSHALLZEHR GROUP INC. IS HOLDING THE CHARGE/MORTGAGE AS
MARSHALLZEHR GROUP INC., IN TRUST

SCHEDULE

Tha amount of principal money secured by this Charge is the sum of Seventeen Million Saven
Hundred and Twelve Thousand Five Hundrod ($17.712,500.00) Doltars (the “Principal Amouril”),
and the rate of Interest chargeable thereon is equal to seven (7%} percent calculated and payable
in advance annually per annum (the “Charge Rate™), as well after as bafore maturity of this Charge,
and both before and after default and judgment unti paid, all In accordance with the Loan
Agreement entered into batwesn the Chargor and Chargee,

Oeleasance:

PROVIDED this Charge shall be vold upon tha Chargor, and its successors or assigns ar any of
them paying to tha Chargee, its successors or agsigns in lawful money of Canada, the Princlpal
Amaourt with Interest thereon computad from the date of advance theraof at the Charge Rale,
payable annually in advance, as wal! after ag befors maturity and both before and after default and
judgrment until paid,



Doc#2034224v1

THIS IS EXHIBIT “E” TO
THE AFFIDAVIT OF GREGORY ZEHR
SWORN BEFORE ME THIS 7
DAY OF APRIL, %015.

A Commissioner etc,
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MARSHALLZEHR GROUP INC,, IN TRUST . ’? 3
SECURITY AGREEMENT T -

Tos MARSHALLZEHR GROUP INC. n trust {“MZG")
4635 Phillip Street, Suite 206
Waterloo, Ontarlo, N2I 667
Facsimile No, (519-342-0854)

Fram; 2131053 ONTARIO LIMITED {the "Debtor™)
1140 Sheppard Avanue West #12
Tosonte, Ontatlo, MIK 2A2
Facsimile No. {___}

N

1. General Security interest. As security for he paymant ang perfermance of all present and future
indebtedness, ablites and obligations of the Dedtor lo MZG, whether dirsct or Indirect, absolute or
contingent, fiquidated or unfquidatsd, as principal of as suraly, alone or with others, of whatspaver nalure
or kind, in any currency or otherwise. under of i respacl of agroemeanis or dealings batween the Deblor
and MZG or agreemants or dealings betwaen the Dabtor and ofhars by which MZG may ba or become in
any meanner whalsoever a credilor of the Debler Inciuding, withaus limilatlon, Obligations under (i) any and
all latler 2gresments and offers lo financefor offers to fnase {the “Offers of Finance™ enlered inte by the
Deblor and MZG from time o tma, fii} any premissory notes, guaraniess or indamnities execuled by the
Dabter in tavour of M2G, and (illy this Security Agresmani {alt such indabledness, liabilitles, obligations,
expendilures, costs and axpensos ars hereinafier colisctively raterred lo as tha “Obfigations*), the Deblor
hereby assigns. charges, pledgds, mortgages and granls 1o MZG a securily Interest In all of the
undertaking, properly and assais of (he Debior, both real and persanal, fmmoveable and moveabls,
tangible and imangible, iegal and equitable, of whatsoaver nawre and kind and wheresoavar silvale, now
owned or hereafler acquired by or on bahalf of the Deblor or in respect of which the Deblor now of
hersafler has any righl, title or interes| (all of which |s hersinaftar called the “Collatarai®), insluding withaut
Himitation:

{a} Insanglblas - all intanglble properiy inciuding wilhoul limitation b6k dabls and accaunts,
alt contractusl rights and insurance claims. licances, computsr sollware, warraniies,
ownership certificates, palents, frademarks, rade namas. goodwi, copyrights and other
ingustrial proparty of the Deblor;

{t) Books & Rucords - 2l of the Deblors. manuals, publlcations, (elters, deads,
dotuments, wrillngs, papers, invoices, books of account and othar bocks ralating to or
baing records of debis, chatlel paper or doguments of lilis or by which such are or may
heraaler be secuted, evidenced, acknowledged or made payabia;

€3] Eguipment - all of the Deblors (ools, machtnery, equipment. apparalus, furnityre,
plants, fixtures, vehlcies and other tangtble personal proparty, ethar than Inventory (as
dafined below), [coliectively, tha ‘Equipment’} Including, whhout limitation, the Equipment
dascribed in Schedule "A” hereto;

{d} Inventory - all of the Qebtor's tangible personal property held [or sale or l2aas or thal
have boen feased ar Ihat ara (o be furnished or have been fumishad under a contrart of
service, or that are raw materdals, work in process, or materlals vsed or consumed In a
business or profession (collectively, the “Inventony™);

(&} Real Property - all of the Debtor's real ang immovabla propesty, bolh freshold and
feasehold, now or herealer owned, acquired or occupiad by the Deblor, together with all
buildlngs, erectians, Improvements and flxtures siluale upen of used in connection
therswith, including any Isass, verbat or writen or any agreement therafor, {coliactively,
the “Reoal Propeny") provided, however, tha last day of any term o any such lease, verbal
at wrilten, or any agreemont therefor now hald or hereafler held by the Debtar, Is
excepted oul of the Real Property charged by (his Security Agreameal, but should such
charge becoma enforceable the Debtor shall thereafar stand possessed of the last day of
such leasehold interest upon Irust 1o assign and dispose thereof as M2G may direci;

[{#] Other Property - the Deblor's yndertaking and all of the Deblot's other proparty and
assets Including, without limilation, uncalled cepital, judgmants, rights, franchises, chatlat
paper, documents of tile, goods, instrumams, money and securlties {as thoso terms are
defined In the Parsonal Propery Security Act governing this Sasurity Agroament); and

{g} Proceeds - ali of the Debtors praperly in any form dorived directly or indirectly from any
use or dealing with tha Collateral or lhat indemnilies or compensates for loss of or
damags t the Collateral {colleciively, the “Proceads™),

2. Aftachmuent, The sscurily inlerest given harounder will attach Immeadiately upon tha execulion of
this Sacurlly Agreement. The securily interest granied bersby has nol been poslponad and wil altach to
any panicuiar Coflaterai &8 soon as lhe Debtor has rights in such Coltalaral,



a Representations and Warranties of the Debtor, The Debtor rapresents and wasants to M2G
as folfows:
(a) Tha Deblor now owns ar will own the Collateral, as the cass may be, fres and claar of any

{b)

(¢}

(a}

prior llen, socurity interest or encumbrance save and excepl for the security Inlaresl
granted hereby and for those encumbrances as shown In Schedula “B* which have been
valldly perfected {"Permitted Encumbrances");

This Sacurlty Agreement has baen properly autharized ang constiutes legally valld ang
binding sbligation of the Dabtor: .

Tha suthorization. creation, execution and delivery of this Security Agreament 2nd
compliance with its lerms

1} does not and shall not contravens any applicable law, ragulation, rule, order,
judgmenl or injunction ar the chartar documents, by-laws or any unanimots -
sharaholders’ agreemeant of the Doblor; and

{ii} does not and shall not result In 2 broach of or a defaull under any indenlura,
instrument, jease, agreement or underlaking lo which the Debtor Is a parly or by
vrhich it ar Lhe Collateral is or may become bound.

General Covenants. The Debior hereby declares, covenants and agress that it

Pay Costs - shall pay alt costs and oxpenses {including legal fses and disbursomants
on a soficiior and own client Basis) of MZQ incldentsl to or which [n any way relates 1o Lhis
Securly Agreement or Its enforcament, including (1) the praparation, execution and Hling
of thls Sacurily Agreement and any instruments postponing, discharging, amending,
extending or supplemental (o Lhis Security Agresment or any sacurily required by any
Offer of Finance ("M2G's Securily"); (i) perfecting ang kesping perfected MZG's Securily;
{ill} maintaining the Intended priorily of MZG's Securhy on all or any pant of the Collaterak
() taking. rocovering ar possessing the Collatersl; [v) laking any sctions or ofhar
pracesdings o anforce the remedlies provided hereln or otherwise in relatlon lo this
Sacurlty Agreemant or the Collaleral, or by reason of a defaull undar MZG's Sacurity ot
the Offer of Finance or the non-paymenl of the moneys hereby securad: {v)) taking
proceadings, giving nolices and giving respoases required under any applicable faw
concerning o relating to MZG's Securily, including compllance with the provisions of
applicable pankruptey. insolvency, personal properly securlly and morigage anforcement
legislation; {vil} responding 1o or panticipaling in proceadings in ihe nalure of those
described in Sections 14(d}, {e) and (f) hereof: and {viil) obtaining the advice of counsel
and other advisars in relation o the foragoing;

all such costs and axpenses and olher monles payable horsunder, logethar wilth ierest at tha
highest rale chargeable by MZG from lime fo tme on the Ovligations, shall form par of the
Obligatlens, shall be payable by the Deblor on damand and shalt ba secured hereby;

(b3

{c}

{d}

(e}

Yo Pay Rants and Taxes - shall pay alt rents, taxes and assessmeanis lawfully tmposed
upon the Real Property whero the Cotlaleral Is lagated or any part thereof when the sams
become dua and payable, and shall show jo M2G on request receipts for such payment:

To Maintain Corporate Existence and Segurity - shall malmasin its corpomte
exiglence. shall malintein tho gecurly hareby created as valid, effective and perfected

securily al all timas, shalt abserve and perform att of ils oblgations under leases, licences
and ether agreements to which Il Is a party so as io preserve and protect the Collateral
and its valua;

Hotte Sall - shall not, except for Inventory sald in the ordinary course of business and
excep! as olherwise parmilled herounder, remove, dasiroy, lease, seH or otherwiss
dispase or parl with passession of any of the Collateral; provided Lhat tha Deblor may el
or ctherwlse dispose of furniture, machinery, equipment, vehlclos and sccasaarles which
have become wosn oul ar damaged or otherwise ynsuilable for their purposes on
condition [hat Il shall substhute therelor, subject o the Hen heree! and free from prior
liens, security Inlerests of encumbrances, properly of equal value so that the security
hereby constitutad shall not thereby bra in any way reducad or impalred:

No Other Llens - shafl not create, asaume or suffer (o exist any chaigs, lisn, federal or
provincial governmenl prlorily claim arsing pursuant 1o sfatute ingiuding any deemad
ttusl, gscurity interesl or encumbrance upon any Coliateral other than Permitted
Encumbrances. No provision hereof shall bue construed as 3 subordination or
posiponement of the socurlty intesest created horeunder 1o or in fevayr of any ofhar
¢charge. llen, securily interest or encumbrance. whether or nol I is 2 Permitied
Encumbranca, exeapt that the Dablor may glve security {o its bankers on il$ Inventory or
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under assignments of its acceunis recaivable (axcepl 1o the extent that such Becounts
regeivably reprasent procesds of tha sala or dispasition of Equinmant 95 Real Proparty)
and such securily, If valldly perfected, shatl rank prior to the mlerest granted herahy on
such Invantory and accounts receivable wihout furthar action by M2G;

To Hold Procasds of Unauthorized Sals In_Trust - in the event the Collateral or any

pari ther¢al is soid ar disposed of prior to the fy|) discharge of this Sacuslly Agraement by
MZG, in any manner not authorized by this Security Agreomant, shall hoid ¥ proceeds of
such $ale or disposition recsivad by the Debtor as trustes for M2G unlit the Deblor has
been fully releasad from his Sscurily Agresment by MZG;

ToIngyrs - shalf keep Insured the Collateral 1o its full insurable vatue or in such amounts
as MZG may reasonably requite against all risks. with insurers approved by MZG and wili
pay il premiums necessary for such purposes as lhe same shall become due; tha
proceeds under ail poticies of insurance ate hereby assignad lo M2G subjoct o Permitied
Encumbrances as further sacurity hereundar and shail be payable 1o M2G a$ its inlerest
may appear and conlaln such mortgage clauses as MZG may require: such polities or
sontracts shall be in lerms reasonably salistactory to MZG and at the request of MZG
shall be deliveted to snd held by MZG subject 1o the rights of the halders of Permittad
Encumbrances:

To Furnish Proofs - shall forlwith on the happening of any loss or damage furnish at
ils expense all necessary prools and do all necessary a6 fo anadle MZG lo ablain
payment of the insurance moneys subjact to the rghls of the holdars of Permilted
Enrcumbrances;

lnspection by MZG - shall allow aay employees or third partiss ratsined by MZG al any
reasonable time o enter the premises of lhe Debtor or othars 1o inspact the Collatarsl and
10 inspect tha boaks and records of the Deblor retaling o the Coltateral and maks exteacts
herefrom, and shall permit MZG prompt access to such other parsons. as MZG may
deem necessary of desirabla for the purposes of inspacting or verifying any matters
relaling lo any padt of the Collateral or the books and racords of ihe Dablor relating to the
Collatesal, provided thal any information so sbiained shal b kept confidenlial, save as
required by MZG in axercising its rights hereunder or pursuant o any applicable taw or
court order. Tha Dedblor shall pay al costs and expenses of third parlias {incleding legal
fees and disbursements on a soliciior and awn client basis) retained by MZG lor purposes
of inspeclion under this Seclion 4}

Use snd Maintenanca - shall cause the Equipment and Invanory 1o be operated in
accordance with any applicable manufacluress manuals or ins{ruclions, by ¢compelent ang
duly qualified personnal. Any and all additions and accessions 1o and parts and
reptacaments for the Equipmant or Invenlory shall Immediately become subjact (o the
securify interast created heraby, The Deblor shall not change the intended use of the
Coltateral without the prior written consent of MZG which will not be unreasanably
wilhtheld ordelayed:

Location of Collateral - shall keep the Colateral at the [ocalions set forih In Schedule
‘A" herelo, except for goods in transit to such locations, or invenlory on léase or
consignmant, or with the pricr wrillen consent of M23:

No Affixation - shell not parmit the Cofialoral to be alieched to or afficed 1o real or other
personal praperty withoul the prior wriien ¢ensant of MZG which will nol be unreasonably
withheld or deiayad. The Dablor shall obiaia and deliver 1o MZG such waivers 83 MZG
mey reasonably requasi fram any owner, landlord or morigagee of premises on which the
Collalerai is located or 10 which tha Collsteral may bacome affixed or attached. The
Deblor shal promptly do. exacule and deliver all such furlher acts. documents,
egresmonls or assurances as MZG may reasonably require for giving effact to the Intent
of this Security Agreament and shall cegistar such notice or documents against the title 1o
such premises as MZG may reasonably request lo prolect Its Inleresis hateunder and
shalt maintain plates or marks showing the name of MZG vpon the Coliataral ag
requeastod;

Not o Remove - prior ko moving any of the Collateral from any localion indicated in
Schedule “A™ harete, or lo kasshold property, tha Deblor shall aftect such furiher
regisiralions and oblain such olher consents and give such other security, al the sola cosi
gnd expense of the Deblor, s may be requirad or desiabla to pretect o preserve the
securily heréby created and lo mainlain the prlorily inlended to be granted lo M2G
hersunder as agalast alt others including landlords, and tha Debtor shali forthwith notify
MZG of the inlended removal and the action proposed 16 be takan:



(n)

Complance with Environmental Lows

(i}

{iiy

(i)

{iv})

v

{vi}

{eil}

twlir)

{ix}

{x}

D

shall conduct and mainfain its business, ¢paralions, Real Piopery and the
Callateral s0 as lo comply in all respects wih all applicable Envicgnmental Laws,
including oblaining 2l necessary ficanses, parmils, consenls and approvals
requirad 1o own or aperale the Colinferat and the business carrled out on, at or
from the Real Propary: :

except as spacifically permitted by MZG In wriling, it shall hot permit or suffer to
exlst. Confaminanis or dangerous or patentially dangerous conditions i, on or
below the Real Property including, without lmilation, any polychicrinated
biphenyls, radio-active subsiances, underground storage tanks, asbesios or urea
formaidahyde foam insviation;

nas nd knowlsdge of the existence of Contaminanis or dangerous or polentiaily
dangerous conditiong at, an or undar the Real Propery or any properiies in the
vicinity of tha Real Properly which could affect the Real Proparty of ihe market
vaiug thersol or in levels 1hat excooad the standards in Environmental Laws:

has no knowledge of the Real Progerty, or any portian thareof, having besn usad
for ihe digposal of wasle;

has not given or raceived, nor does B have an obligation o give, any nolica,
claim, communicalion or information regarding any pasl. presenl, ptanned or
threalened treatment, slorage, disposal, preseénce, relaase or spill of any
Contaminant al, on, under or from {he Real Praperty or any properly in the vicinity
of the Real Property. including any nofice pursuant o any Environmental Laws or
any envimnmental report or audit. The Deblor shall notlfy MZG promptly and In
reasonable detalt upon receipt of any such cleim, nolics, communication or
information or It the Dablor becomes aware of any violation or polential violation
of the Deblor of any Environmental Laws and shall deserde therain the action
which lha Debtor Intends to take with respaect to such mater;

shall al the Deblor's expense astebiish and maintain & Sysiem to assure and
maonitor continued cemgliance with, and lo prevent the contravention of,
Environmenial Laws, which syslem s$hall include perlodlc reviews of such
compliance systems and tha Debtor shafl provide an annual repor to MZG
ragarding tha Deblor's environmental perdormancs, and the effa¢tiveness of such
systam;

shalt pramplly advise MZG in wiling of any materiai advarse change Inthe
snvironmentat or olher lagal requitemonis aFecting the Deblor or the Coliateral or
the Real Properly upon the Debtor becoming aware of any such change. and the
Dobtor shall pravide MZG with @ ¢opy of any of the orders, by-laws, agreements
gr other do¢uments pursuanl {o which any such change is effected or
documented,

shat! a1 the Deblors expense promplly take or cause o be taken any and aif
necessary remedial ar claan-up action in response o the presence, storage, use,
disposal, fransporlation, refeasa or discharge of any Contaminantin, on, under or
about any of the Real Propatty, ¢r usod by the Deblor, in compliance with all
material laws including, without limiation, Environmental lLaws, and in
accordance wih lhs orders and diraclions of &l applicadle federal, state,
provincial, municipal and local govemmantal authorities;

shall deliver 10 MZG a lrue and complete copy of all environmental audils,
evaluations, assessments. studies or tests refating 1o the Real Property, the
Collateral or the Deblor now in s possassion or conirgl or forthwith afler the
¢amplotion thereo!, or upon such materials coming Into the Dabtor's possesslon
or ¢ontrok

shall al the Debter's axpense, if reasonably requested by MZG in writing, refaln
an epvironmental consultanl acceptabls to MZG. acting ceasonably, to undemake
envirgnmental tesls and o prepare a raport or auvdit with respecl lo the Real
Property and dellver same to M2G for ltg review: and

shalf indemnify and save harmless MZG, i officers, directors, employees, agents
and shareholders from and against all losses, (fabilities. damagos or costs
{including legal fees and disbursement on a soficilor and own ¢lianl basis)
suifered including, without iimitalion, the cost or 2xpense of any environmantal
investigalion, the praparation of any environmental or similar repon, and the cosls
ol any remediation arising fram or raleting 1o any breach of the foregoing



covenants of ihis Section 4(n) , any breach by tha Debdlor or any othar person
now or hereafter having an interest In the Collateral or the Resl #roparty which fs
assertad oF clalmed against M2G; the presence, In any form, of any Contaminant
on ar under the Rea! Prapany, or the discharge, rolease, splt or disposal of any
conlaminant by the Deblor, which Is assered or claimed against any of thesa
Indsmnified persons, This indemnity shall surviva the payment in full of all
amounts secured hereby and the discharge of this Securlly Agresment, M2G
shall hold the benefit of this Indemnlly in lrust for those Indemnifisd parsans who
are not partles tg 1his Sacurity Agreemenl.

(=} For the purposes horaof:

3 ‘Centaminant” means any sokd, lquid, gas, odour, heat, sound, smoke.
wasta, vibratlon, radiation or combinalion of any of them resulting diractly
or Indirectly from human activities that may cause: {l) impairmaent of the
quality of the natural envirenment for any use Lhat can be made of it, {ity
injury of damage to property of W plant or snimat ke, (i} harm ar
materizl discomiort to any persan, {v) an advarse affagl on 1he health of
any person, {v) inpairment of the safety of any pasen, (vi) rendaring any
propasty or plant or animal life unfit for usa by man, (vii) loss of anjoyment
of normaf use of property, or (vilij interferonce with the normal sonduct of
business, angd includes ary pollutant or confaminant as defined in any
applicable Enviresmental Laws and any biological, chemlegl of physical
agenl which Is regutaled, prohibiled, restricted or controlled; and

b, “Environmantal Laws” means the common law and all applicable federal,
pravincial, local, municipal, governmental or quasi-govarnmental laws,
rules, regulalions, policles, guideiings, licences, orders, permits,
declsions or requirements concerning Conlaminants, occupationel or
public hestlh and safety or the environment and any other order,
Injunction, judgment, declaralion. nolice or demand issued thersunder.

{a) Einancial Statements - shalf deliver to MZG, in accordance with Lhe terms of any Offers
of Flnance, [ts interim and annual financia! stalements, all of which financial stataments
shal be signed by an aulhorized offlcer of the Debior and prepared In accordance with
generally acceptad accounling princlples. The Deblor shall at the same lime deliver 1o
MZG copiss of all managemant raporis prepared by tho accountants or auditors of the
Deblor togethier wilh any other stalements atipulated in any Offer of Finance;

)] Offers of Finance - shall ¢comply wilh all provisions of the OFfars of Financé, including
axeculing and delivering all such documents as may be necessary 10 malniain i force the
pre-authorized paymaent system specified in any Odfer of Finance.

5. Collaction of Debts. Upon the accurrence of an aven! of default, heraunder, MZG may, without
axerclsing any of its olher righls or remadies hareunder, give notice of the sucurity interest In, and the
assignment 1o, MZG of any debt or lability formiag part of the Collaterat and may direet such person to
make all paymients on account of any such debt of fiabllity to M2 G,

G. Walver of Covanants. MIG may walve In wiiling any breach by the Debior of any of the
provisions contained in this Securily Agreement or any defaull by the Deblgr in tha ohssrvance of
perlormance of any covenant or condillon required 1o be abserved or performed by the Dablor hareunger,
providad thal no such waiver or any clher act, fallure 1 &cl or omission by MZG shall exlend lo ¢r be
i8ken in any manner 1o affect any subsequeni breach or detault or the rights of MZG rasulling therefrom,

7 Performance of Covenants by MZG. If the Debtor shall fail to perferm any cavenant on #3 part
hesein contained, MZG may in its absoluts discretion perform any such tovenant capable of being
performed by i, out MZG shall be under no obligation  do so. If any such covanant requlres the
peyment of monay ot Hf he Collaleral ar any part theraof shall bocome subject 1o any charge, lien, securily
Interast ot ancumbrance ranking in priority to'tha securlly Intervs! created hereby, MZG may in its absolule
discretion make su¢h payment andior pay or dlacharge such charge. lian, security interest or
encumbrance, but MZG shall be under no obligation ta do so. All sums so paid by MZG, logather wih
interesl al the highast rale chargeabte by MZG from fime to time on the Obligations, shall be poyable by
the Dobtor an demand and shall constitule a charge gpon the Collateral. No such performance or
payment shafl relleve the Deblor frem any defgult hereunder or any consequences of such default.

a. Appolniment of Monitor. It in Ihe opinion of MZG, acling reasonably, a material advsrse chenge
has vgeurred in the foancial candition of the Debfar. or f M2Z& In good faith baliaves thal the abilily of the
Deblor 0 pay any of Its obligations to MZG or 10 parform any olhér covanant contained harain has
bacome impaired or if an sveh! of default has occurred. MZG may by writien notice to the Deblor, appoint
a monitor {lhe *Monitor*) to Investigale any or & parficular aspect of the Collateral, the Dablor or lts
ousinass and affairs for Ihe purpuse of reperting t¢ MZG, The Deblor shall give the Monllar i3 Rl co-
operation, including full access te facifities, assets and racords of the Deblor and to its creditors,
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¢ustomars, conireclors. officers, direclors, smployees, sudliors, legal coungel and agants, The Monitor
shall hava no respansibility for the affairs of the Debior nor shail it participate in the managemant ef the
Debtor’s affairs and shalt Incer no kability in respact thareof ar otharwise in conpection with the Dabtor, lis
business and affairs or the Collateral. The Monilor shall act solely on behalf of MZG and shall have no
soniractual relationship with the Deblor as a consutant or otherwiss. Tha appointment of a Menitor shall
not b rogarded as &n acl of anforcement of this Securily Agreemant, All reasonable Tees and expenses
of the Menitor tincluding isgal fees and disbursements. on & soliclor and own client basis) shal! be pald by
e Deblor upon submission to 1 of a wiitien invoice therefor. MZG may at its optfon upon the occumence
of an even! of default appoint or geek to have appaintad the Monilor as recelver, seceiver and manager,
liguldator, or trusiee In bankruptcy of the Deblor ot e Collateral or any part thereof, .

8. Application of Insurance Proceads, Any Insuranse moneys recaived by MZG may at (he option
of MZG be applied 1o rebuilding or repalring the Collateral, or be pald (o the Deblor, or any such monays
may ba applisd in the soly discration of M2G, in whole or in parl, to the repaymant of Ihe Qbligations or
gny poafl lhereof whether then due or not, wih any partiat payments 1o be cradited against principal
instaiments payable therouader i invarse ordar of their maturity dales.

16, No Marger or Novation. The taking of any judgamen or the axercise of any pawer of seizura or
sele shalt not oparale 1 extinguish the llabilily of the Dehior la parform Hs obilgations harsunder or to pay
the Obiigations hareby securad, shall not aperate as a merger of any covanant herein Sontained or affsct
the right of MZG to interest In affact from time Lo tima hereunder and the acceptanss of any payment or
other security shall not constitute or create any novalion. The execution and deflvaty of this Sedurity
Agreement or of any instrumenis or documents supplemental hateky shall not operate as 4 marges of any
reprezentation, warranty, l&rm. condition or other provision contained in any other obligation or
indebtedinsss of the Debtor (o MZG or under any Offer of Finance.

11, Security in Addilan. The securlty hereby consfitutad s In addllian lo any ofher securlty now ar
herealflar held by MZG. Tha taking of any action of progeadings or refraining lrom so doing, or any athar
dealings with any other securly for the monays gecured heraby, shall not rolease or affect the securily
created hereby.

12. Partlal Discharges. MZG may in its sole discrefion grant partlal discharges or releases of
securily in respect of any of the Gofigteral on such terms and condillons as iU shall deem fit and no such
parlial discharges or releases shail alfeel the remainder of Ihg sacurity craated hereby nar shail it alter the
obligations of ihe Debtor under the Ubligations or hersunder,

13. Notice of Change. The Dabior shall immediately nolity MZG In wriling of any proposed change
and any actual change in (he Dabtors name or address or the focation of the Collaleral. Tha Deblor
agreas to sxscute at the Debtor's expense, any instruments, notices or other documents fequired to effect
any reqistration which MZG deems necessary to prolect its interest in the Collataral in any jursdiction.

14, Events of Defaull, Each of tha fallowing events shail constitute an “svent of defaull;
{a) the Debtar does not pay any of Ihe Obligetions when dug:

(ot lhe Deblor cesses or threalans o cease lo carry on ils business or defauits In the
performance or obsarvance of any of the covenants in Seclions 4(d). (=), (I} or {m) or
Section 8 hereof;

{e} if the Dabtor defauils in tha periormance or observance of any condlifon of ¢evanant
conlainad in thia Security Agraemeni, olher than as refetrad to slsewhers In Ihis Section
14, in any olher security previously, now or hereafler granted lo MZG by the Drebler or in
any other instrument ot agraemeant (insluding any offer of finance) which the Deblor and
MZG are partias 1o {whether alone or with othars) or issued by sither the Company or
MZG to the other, and such defaull cantlnues for ten (10) days aller wrilten notice thergof
10 the Debtor by MZG;

(d} the Dewtor becomes bankrupt or inscivent aor commits an acl of bankruptey, of any
praceeding is commenced against. by or affecling tha Debtor:

0] soeking 1o adjudicate it a bankrup! or insolvant;

(1) seeking lquidalion, dissclution, winding up, restruclering, rearganization.
amrangement, proteclion, ralief or composition of It or any of its proparty or dett of
making @ proposal with raspect o It under any faw relaling lo bankrupicy,
insolvency, rgorganization ar compromise of debls or Other similat faws
(including, withoul limitatian. any reocganization, arrangement or compromlse of
debl under the faws of ils jutisdiction of Incarporation or organization); or

Gily  swoking appoimment of a receiver, receiver and managss, figuidalar, trustes,
agent, custodian or other similar official for il or for any part of Its proparties and
assels, including tha Collateral or any parl thareof;
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(m)

any ordar ar fudgmant is issuad by & courl granting any of the raliet referrad to in Seclion
144d) hereof;

if an encumbrancer or sesured craditor shall appeinl a réceiver or agant ar other simitar
ofiiclel over any parl of the Collateral, or taka possession of any part of the Collateral or il
any sxecution, dislress of other process of any court bacomes enforceable against any
Callataenl, or a dislress or like process s fevied upon any of such Collaleral:

I he Debtor tskes any proceedings for its dissalution, liquidalion ¢r amalgamation with
another company &r if the legel or carporate oxistence of the Deblor shall be terminated
by expieation, forielure or otherwlse:

if lhere is any matarial misreprasentation or misstatement conlained In any cernificale or
document delivered by an officer or director of the Deblor in connoclion wilk any financing
provided by MZG; :

if any representation, warranty or slalemanl made on behatf of lhe Dabtor in any Offsr of
Finance or any Instrumanl made pursuant therato Is or becomes unisue in any matenal
respecl,;

if any guarantor of the obligaiions of the Deblar to M2G gefaults in tha pariormance of any
cendilon or covenant in favour of MZG or if any parly 1o an Instrument or agreemant
supplemenial or collateral to this Security Agraoment or ihe finan¢ing provided for hareln
defaulls thereunder, and such daefault contisues for ten (10) days afler written nolice
thereof lo tha Debtor by MZG:

il MZG. in good faith and upon commerclally reasonabla graunds, believes that the
praspest of paymemt or peomance of any of the Otligations is or iz abou! lo be impaired
or that he Collataral or any gan thoreof is or Is about 1o ba placed In jeopardy;

if voting control of the Dablor s provided for in any Gfter of Finance ar s subsequently
sffeclad with MZG"s prior written consent, shall change without the prior wrillen consent of
MZG: ar

il & defaull oceurs undar any agrestont, promissory nole, debt ubligation, guatantas or
clherwise now or hereaflar granted lo any other bank or financial instintion by the Debloz,

15. Enforcemant. Upon the happening of any event of defaufl, the security granted hereln shalt
become immedialely enforceable and MZG may at il oplion declare this Socurlly Agreement lo be in

- default and may exercise any rights, powers or remedias availabie to MZG at law or in equily or under the
Personal Propery Securlty Act or other appilcable 1agislation and, in addition, may exercisa one or more
of the loflowing righls, powers or remedles, which rights, powers and ram edies are cumutative:

(a}
b}

(<)

d)

{e)

tf

1o declare: the full amount of tha Obfigationa 1o be im madiately due and payable:

o terminaie lhe Debtor's right lo possession of the Collateral, cause tha Dabtor te
immediatoly assemble and deliver the Collateral al such place or places as may be
specified by MZG, and enter upon the premises whers the Collateral is located and take
immediale possession theceo!, whether it is aftixed lo the realty or nol, and remove the
Coliaterat without Hability to MZG for or by reason of such eniry or taking of possassion,
whelher for damage to properly causad by tsking such or otherwlses

to entar upon and hoid, possess, use, repair, preserve and maintain all o any part of the
Collateral and makae such replacements thareaf and addilions theretc as MZG shall daem
advisable;

to sall, for cash or credit or pary cash and part credll, lease or dispose of or oltharwise
realize upon 1he whale of any pan of the Collatersl whether by public or private sale as
MZG in 8 abstlute discretion may delermine withoul notice to the Debtor or
advartisament and afler deduciing fram the proceeds of sale {Including legal fees and
disbursements on a solicltor and his own cliant basis) lnourred In tha repossession, sale,
Toase or other disposition of the Coltateral apply the proceeds {hereaf fo tha Obligations in
tha mannar and ordoer (o0 be delermined by M2G. provided howaver that MZG shall ohly
b liable 1o account to the Deblor, any subsequant éncurmbrancers and othats for money
aclually recelved by MZG and providad thal the Debtor shall pay any daliclency forthwith;

to appoint by Instrument in wriling any person or persons 1o be & cacelver or recaiver and
manages of all or any porlion of the Cofateral, to fix the receivers remunatation and lo
remove any recelver 3o appainted and appoint another or olhers In its stead:

1o apply 10 any ¢ourl of compatend jurisdiction for the appaintment of & raceiver or recaivar
and manager for ali or any pertion of the Colixleral;
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(g} lo retain the Coftalara In satisfaclion of the Obligations.

16, Powers of Receiver,

(3] Any receiver {which ferm includes 3 recaiver and manager) shall have all of the powaers of
MZG get forth in this Securily Agreamant and, In addltion, shalf have the lollpwing powers:

(i) to tvase all or any portion of the Collateral and fof this purpose gxecute ¢conlracts
i the name of the Deblor, which contracts shall be binding upon the Deblor and
the Deblor hareby Irravocably conabitutes such recaiver as ils attorney for such
puiposes;

(i) to t2ka possessian of the Collataral, collect all rents, issues, incomes and prolils
"derived therefrom and realize upon any addilional or colfateral securlty grantod by
the Debtor 1o M2ZG and for that purpose may lake any praceedings In Ihe name of

the Debtor or otherwise: and

ta carry on of concur In carrying on the business which the Deblor s conducting and for
that purpase \ho recelver may borow money o the security of the Collateral in priorily to
this Securlty Agragment;

(b) Any receiver appointed pursuant (o the provisions hereol shall ba desmed to be the dgent
of tha Deblor for the. purposes oft

[{)] earrying on and managing the business and affairs of the Debtor, and

(il establishing llabiiity for alt of the acts or ernissions of the receiver while acting in
any capacity hereundor snd MZG shall nol be liable for such acts or omissions,

provided that, without resirlcting the genarality of Lhe loregoing, the Deblor liravocably
suthorlzes MZG to give Instructions Lo the recalver relaling to the performance ol A3 duties
asa sel oyl herein,

17, Application of Moneys, All moneys aclvally reselved by MZG or by the recelver pursuant lo
Sectlons 15 and 18 of this Security Agreement shall bs applied: :

(a) first, in payment of those claims, it any. of securad creditors of tha Dablor {Incfuding any
claims of the receiver pursuant lo Section 16{z), ranking i priority to the charges cfeated
by this Securlly Agreement as directed by MZG or the raceives:

()] sacend, in payment of all costs, charges and expensas of and incidental 1o the
appointment ¢f the roceiver (including fegal feas and disbursemenis on a salicitor and
own client bagis) and the exarcise by the receivar or MZG of all or any of the powers
grantad to them under this Sacurity Agresmant, including the reasonable ramunaration of
the Receiver or any ageni or amployes of the recelver of any agsnt of MZG and aH
autgoinga propesly paid by the recelver or MZG in exarcising their powers as afaressid;

(e} third, in ar towards the payment 1o MZG of all gthar obligatlons due to it by the Debior in
such order as MZG n its sola discratian may delermine;

{d) fourth. in or towards the payment of the obligation of the Dabler 1o parsons if any, with
securily mterests agalnst Collataral ranking subsequent (o those In favour of MZG: and

(e} tifth, subject to applicable law any surplus shall be paid o lha Debtor.

18. Possession of Collateral. The Deblor acknowladges thal MZG or any receiver appainied by it
may take pessession of Golaterat wharaver Il may be located #nd by any method parmitted by law and
the Debtor agraes upon request from MZG of any such Recaiver 1o assemble and deliver possassion of
the Collatera) al such place of places as directed,

19. Deficiency. The Deblor shall remain liable to IMZG for any deliciency after the proceeds of any
sgle, lease or disposition of Collateral are received by MZG and applied is agcordance with the provisiona
of Sectlon 17{c) hereol.

20. Assignment, This Securily Agreemen! may be assigned by 8ZG la any othar person and, il so
assignéd, (he assignee shall have and be enlilled 1o exarcise any and all discrations. rights ang powors of
NMZG herounder, and all refarences hereln o MZG shall inciude such assignee. The Ueblor may not
aesign this Securily Agreemont or any of Its rights or chligations hersundar. This Securlty Agreemant shall
enure 10 the benefit of and be binding upen he parties horele and their respactive heirs, execulars,
Bdminislrators, successors and permitted assigns. In any action brought by an assignee of Ihis Securily
Agreemenl and the secunily Interest or any parct tharedl to enforce any rights hereundar, the Dabtor shall



nol asser againsl the assignae any claim or defence which lhe Deblor now has or harsaftar mey have
against MZ2G.

21, Limited Power of Attorney., The Dehior hereby appoinis MZG as the Deblors atiorney, with fult
power of substiutton, in the name and on behalf of the Deblor, o axecute, deliver and do alt such 8cls,
doeds. leases, documents, transfers, gemands, conveyances, assipnmenis, contracls, assurances,
consenis, finanting statements and things a¢ the Dabtor hes agresd to axecute, deliver and do hareunder,
unger any Offer af Financa or otharwize, or as may be required by MZG or any receiver 10 give effect to
this Security Agresnment orin the wxerclse of any rights, powers or ramaedies hereby conferred on M2G or
any recalver, and generafly 1o use the namae of the Debtor in the exerclsa of 3l or any of the rights, povrers
or remadias haraby conferred on MZG or any rsceiver. This appolntment. being ccupled with an interest,
shall not ba revoked by the insolvency, bankruptey, dissolstian, Houidation or other lesmination of the
axisience of tha Debtor or for any other reason,

23, Severability. Each of the provisions conlained In this Securily Agreemnanl i disting! and
saverable and a declaration of invalidity, #legality or unenforceatitty of any such provision or part thoroof
by a coun of competent jurlsdiction shall not atlect the validily or enforceabllily of any other provision of
this Securily Agreement, :

23 Notices. Any nholica raguired or deslred o be given hereunder or under any Offer of Finance or
under any ingttument supplomantal hereto shall be in wriling and may be given by perscnal dalivary, by
facsimile or other means of elocironle cammunicalion or by sending ihe same by ragistered mall. postage
prepafd, lo MZG or to the Deblor at thelr respective addressas sel oul above and, in the case of slactronic
communicalion, to the facsimila numbars set out above. Any nolice o delivered shall be conclusively
deemed given when personally deliverad and any nofice seni by facsimily or othar maans of slecironic
ransmission shall be deemed lo have baan delivered on the Business Day following the sensing of the
natice, and any notlce to mailed shal be conciusively deemed glven on fhe third Business Day lollowing
lhe day of maillig, provided that In ihe event of a known disruption of posial service, notice shail nat be
givan by mail Any address for notice or payments herein refarred 1o may be changed by notice in writing
given pursuant hereto.

Mowithstandlng the foregoing, If the Personal Property Security Act requires that notice be given
in a spacial manner, then such notice af communication 3hall be given kn such manner.

24, General.

[} The Doblor authorlzag MZG {o fila such financing slalements, aotlces of security interast,
caveals and athesr documenls and do such agls and things 8s MZG may consider
Bppropriaic to perfect s ascurlty In the Callateral, to prolec! and preserve ils intorest In
lhe Collateral and 1o realize upon the Colateral.

(it} Nothing in this Sacurity Agreement will in any way avligate M2G to advance any funds, or
othenwise make or cause 1o make credit availabla 1o the Deblar, nor wil M2G have any
liability for any failura or delay in ils part o exercize any righls hereunder,

HE) If more than one Deblor execulos lhis Security Agreement. the oblgations of such
Debtors hereunder shall ba joint and several.

{iv} The division of this Security Agreament into sections and the inserfion of haadlngs are for
convanience af reference only and shall not aflect the consiruction or mterpretallon of this
Security Agreement,

v) When lhe context so requires. the singular shall includa the plural and vica versa and
words importing gender include all genders; all rights, advantages, griviages, Iimmunitiss,
powars and things hereby secured to the Debiar shal be equaly secured ko and
exercised by ils sugcassors and assigns,

{vi Time i5 of the assence in lhis Sacurity Agreemaent.

{vil) Tne Dablor, if a corporation, waives the rights. benefits and protection given by and
agrees that The Limitation of Civil Righls Act and The Land Contracts (Aclions) Act, bath
of Saskalchewan, shall nol apply lo thls Security Agreement or lo any agreement
ranawing or exiending this Securily Agreement or lo the righis, powers or remedies of
MZG under this Security Agreemant or under any agrosmant rangwing or extanding this
Secunty Agreemant.

25 Receipt. The Doblor acknowledges that it has received an executed copy of lhis Securily
Agreemenl and, 1o the exlanl parmited by faw, waives all rights 1o receiva from MZG 2 copy of any
financing statamant of financing change stalement filed, or any verification statement received, ai any time
in respoct of this Secutily Agreemeant or any supplamental or collaleral securily granked to MZG.
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25, Govarning Law. Ths Security Agreemen! or any amendmen! or renawal thereot will bo govamed
by and consirued in accordance with the laws of Ontarie and the laws of Canada applicable thersin snd
the Deblar hereby Irrevorably attorns fo the |urisdictian of the courts of $uch province,

The Dablor has duly executed this Securlty Agreemani on the '_?,{)'ﬁﬂay of Dacember, 2008,

2131059 ONTAR| D
-
Par:

=

Title: .
¥We have aulhority to bind the Corporation
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Schedule "A”
Location af Collateral:

Part 8% Lot 18, Cone, 12. Innlafil boing Part 1 on S1R-22328, except Part 4 on 51R-32585; s/t
sasemant overparts 1, 2 and 3 on 51R-32586 a¢ jn SC212816, s/t sasement in gross ovar Part 8 on
61R-34165 as In $C510541; Barrts and being PIN 58091-1689

and

PCL 16-2 Sec 51 |nnisfil 12; Part 5% of Lot 16, Conc. 12, Innlsefil being Part 1 on 51R-22337; sit
easament In gross over part § on 51R-34165 as In SCS10541; Barele and being PiN S§8091-0288



Schedule “B*

e et

PERMITTED ENCUMBRANCES

)
(fi}

giiiy

(iv}

(v}

(vi)

liens for taxes, assessments, governmantal ch arges or levies not af the fime due;

easemants, righis ol way or other similar fights in land whith in the aggregate do not
malesialty impair the uselulness in the businoss of the Dedtor of the property subject
therelo;

rights raserved to a¢ vested in any municlpal, governmentsl or other public suthorlty by
Ihe terms of any lease, licence, franchize, grant or permii, of by any stalutory provision, 1o
terminate the same or {0 require annual or olher paricdic payments as a conditien 10 the
conlinuance theteof;

any charge, lien, securily inlerasl or encumbranss the validity of which Is bemg contested
by Me Deblor in good {aith and in respect of which aither there shall have been deposited
with MZG cash in an amounl sulficieni 1o satisfy e same or MZG shall be otharwisa
salisfied that its intereats are nol prejudicad thereby;

validly perectod security givea by the Deblor 1o il hankers on its Invealory or under
assignmenis of ils accounts receivable, excapt (o lhe exien! thal such accounts
receivable répresent proceads of the sale or disposhion of Equipment or Real Properiy:
and

purchase money securily Inlesssts consisting of any validly perfecied charga. lien,
sacuelly Interest or other eacumbrance. created, assumed or arising by operation of taw
after the date horeof, to provide or secure the whola or any pari of the consideration for
the acquisdion of langible parsonal property other than [nventary, whare

(A} ihe peincipal amount secured Ihereby does not #xceosd the cosi to the
Debtor o such property.

{B) . the Debtor's obligalion to repay is securad onty by the property so acquired by the
Dablar,

[T} the property is not heing acquired as a replacement or substitution for properdy
and agsels which ara speciiically charged hereby, and

D) such secunty includes the renewel or refinancing of any such purchase mongy
socurity interest on the sama propsdy provided that the ndebledness sacurag
and {he securly theralor Iz not increased and ramnina valldly perfecled.
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MarshallZehr

GROUP

Thurday Jone 28, 3012

2131057 Ontorio Unrited

1140 Sheppord Ave. W, Sulte 12

Toronto, ON

M3K 2A2

Adwnlior: Kolph Cononoce

Dear Rolphy,

Be:  Development Bnancing for Mopisvisw P ty i St

Project Mame: Mopleviow "New™ ["Project”)

hs commilment letier confim hal MarsholZety Group Inc. ["Lender*] k preparaed fo provide

nanchy (he "Loon) for the Project condifional on the temrs and conditions: confoirec In 1k
ielier agreament {ihe "Commiiment.

L LOAN

Borowen: 2133059 Onlardo Limited] Borows™) @

Guaranfors:  Rolph Canonaca, Tany Canonoce; Fronk Canantcd and baywsod Homes
caacie ive “Goceomiont o

Londer: MishalZwitr Geougy Ine, (“MIG} andfor such other csignes or investon ot
sanholsty Groug InC. maw arangs to podidpale i the Looe.

Project Laie Those lands and prernises described as PIN 580911489 LT, PTS1Z2LT16 CON 12
WWNISFIL PT T 51R22928 EXCEPT PT 4 S1R32584; 5/T EASE OVER P15 1, 2 & 3 S1R3258¢.
AS IN 3C21 28] & CITY OF BARRIE, COUNTY OF SIMCOE; ond
PN BO0P 10204 LT, PCL 142 SEC STINNI2 PT S 1/2 OF LOT 14 COH 12 INNISFR PT 1
STR2R937; CITY OF BARRE, COUNTY OF SIMCOE

_ _ _ Birct a¢ A13,065000,00
Purposy: P Morigape to tepiace and supplemen gknrq,p%ﬂgnao ond provide an
addifionat CAD 1.400,000.00 forinjerest o‘&uuha. wordng c'c':plfd and closing
Note ~ the equity bonus porion of Lhe wdiiing fist chorngs will D rapiaced

costs
,-/*Wg‘ nww tHird chiornge.,

EMth:mmwlmm;mmpmm

The, bendar Gchnowiledtgs thar +hart femard 800,648, 8 whiich has not teen
Odwarced 4o +e Borrowsr From the eriawnal W13, 000,000:00 Fest Mortaae, Said
Qenourd Shall be cdded o vha working Copitol Cesacvp of +NS5 new FIrsk mor

¢85 PATiNy 51, Swite 108, Waicrisa, O, NILECT
PR CE VT
Chnrfon Moerpage e - Binlerape Mums 10997
4 LAt BN 2iAr Groiagi R - Snogmpe Admilrrorasine Ny 17983

iy ‘ Commiimant Maplevies Mes 2 EINOe frgfldocr
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Loon Amovni:

Prapoyment:

P 2of)3

*  Boywood to punue droft plon ond aoning approval of the lond o3 per
concent pion — unlt vield dafed March 30, 2012 and condnued
conmMalicn with iMarsholety Group e, af Boywood's cog,

. MMWMMNMMMiMde%
cooparote whh Baywood o thel O appiicotion for Dt Plon Approva
s wall o of Thie aiter isUes thal one being recscnably being dealt with,

CAL 1440000000 [the “toan]. *tnckaded i thiy amount i an interest
ressrve of CAD 844,000,00 for 11 monihs, ¢lpsing costs of CAD 35,400,00
ond CAD 500,000.00 for working capiial], "Pgbe hieid by Marshotlfehr
Group Inc.in Trust to satlsdy futira approved expansas ralaled to the Dratt
Piant Approval process. Cument st inarigage Jo be repfaced and
oulsianding balonce appiiedt 1o This margoge. CAD 1,400,000.00 wif be
advancad within 30 doys of Aty 5, 2012 and indores! wit begin 1o accve
on the CAD 1,400,000 on the dabe 1 is odvanced. The Borttads Shail advans
3 55000000 Of +he. IntHnd wnring Gofriod Jy fund Reeried Pogtbies hud iy
12 moriths opan (comimancing from tha cae of i inidl advance (the Tnfersst
Adiugimarnt Date* or 'TALY).

indavast bate:  £.75% par onnum, for the fiest 11 monthis of e Wem, o folkows;
6.55% with frdeces! only poyrrents made monithly rom the inferest resecve. T6 be
made by woy of direct withdrawal rom 1he Barowet's account upon the
gepistion of the inferest Reserve and 3.2% par annum, compounding annually,
not In advoncs with ak intesest oocnsing 1o the end of the Teem and payable on

mahaty.

The irilorest soln shal be 9.75% per onnwum for the ial 11 raonihs of the femn and
in o 12% month will increcse 10 35-80K Der onnum, colcukated, campounded
ond poyabe In omecrs monthiy thereofter: 1§ o0/,

note: interesi B caicuialed on the day of Closing of The transaclion and wii be
mg-dmm.dwo!puvmmlo!mm”ﬂkmmmﬁ1 p.n. EST.

Theare shall be o reguiody schechled principal repayments ond the entre
oulstanding principal omount sholk become due ond payoble of motudty,

This morfigage may be propcid in 'whioks of In part at any e of fimes,
Trw Borrower shol pay the follewing broker fens 1o the Yomsaction morigoge
bxoker, Cloity Morigoges inc*:

Rrokut Fee:  1.5% of the borrowed amount OR CAD 214,000 pakd af tha and of
tha teom.

Good Folth Deposlt:  N/A

dH S PMeidlipe S5, Budte 3668, Watwiew, O, NILECT
P SRR LRI SKAS
Clariny Mivapage foe, - Brederaga Num: (0947
AfaechmdIEelis Growp Ing - Marapage Adddiigtenpion Mom: V34

Compostrans Jdeplevive Niw vf] Wit In frify.dvcx
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F4CO Fee: An agdifonal fse of CAD 1,250.00 payobie fo Clrity Marigoge Inc, wi
ba pakd by tha Boirower upon the londing of the CAD 1,400.000.00 in order fo
complata the FSCO nequired documsntalion. '

* or ine Imodpage brokeraQe that hokis the ik enses flor Grisg Xeir and Devid
Meorshall of the Hime,

Sondby Fes:  Once the Commifment Letter ks executed, interest wil begin to occrue from and
alter oty 5, 20121n fhe fomm of Standby Intstest thal wh be poyable by she q oy
Borowar on G bhweoekly bixls as-on nters! ondy poyment al he rate of 312K per
enrum unt i monGoge b regisered-cnd not uniit hat lme will the iihenes!

Rote ond payments ot befors mentioned In this Cormeritmant letier bagin,

Lender Foss: ¥ appicable.

Expratinie; Almw&mséﬁhnhnduandﬁammummlm ?;

Boroveer Induding foud not imiled 10, the cost of any third porty reports. and of
Sogal costt. Upon racuaes) e Lander shall provide an estirnate of ¥ lepal lees fo
be incumed by the Lander. Regarciess, the Borower s resporalbie for of
recsonoble legal fees incured by the Lendar.

o @
Subordinate ard

Mnoscing:  No aoditional Thaneing wil B permiited othe than tha axifing iscond, third

Meoudeaum Rate

of batum; The parites ogres that notwithsioncding any ogrssment fo the cantitary, no
interest on the credit ndvanced wit be payoabie In exces: of 1hat pemitted by
e lows of Canoda.

ff the effeciive annud rate of Inferest calaulated In aocordance with penerally
occepied acluoral practicas ond pancipies would axceed sy percent {or such
atherote as fhe Partoment of Canada may deem fromm #ime 1o time ot The
Criminal Rate] on ihe cacht odvonce, then {1} the amound of any fees. bonus,
comimisions o ke charges payakbie In conneciion therawith wil e reduced o
i eadeit nacessary to skminote suct sxcess; (2) ony remainkng excex thal hos
basn paid wil be cradied ioward prepayment of the credit advanced; ond {3}
ony ovapayment that may remain atier such cradiiing wil be retumed forthwiin
upan-demond. I this parcgropt #a M. ntered]™, “Caminol Rate™ and “credl
ocvanced™ have the msaning ascrbed 10 them by Section 347 of The Crimad!
Code; and "credit axfvanced” hos the tomes meaning as "Loon® refamsd to
apwhere in i Commiiment.

Adminitrafton
onDelaudt:  In the event of o defout by e Bomower or any Guaronior in thek respective
oAgations uader this Commiimeat, Loan or Security that ks nol cured within g
reaxonable perod of e folowing receipt of written notice of dekaut from the
* Lencher, then, the Lender sholl, nobwiihsianding anything conlainad hanein fo the
conrary, be enlitad fo recelve in addition o ol other faas, charges ond
dsbursernents, an adrinnoiin and monogement fee In tha omount of CAD
$.000.00 for acch Mot or port thevec! thil e Borower ond/or any Guornior

AR5 FRURD S0 Suifr 266, Waterfnn, O N2LECT
PSIILLOARD [ SI9.NELONSE
Churtey Moosgage Toe. - Brokesape Mume; 19907
Hurvhwdl Eoker Grams fivg, - Krergwne Ardenlnldemidon Sum; 17348
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& In defouli of lis chigofiors under the Commitment, Loan or Securily. The sald
M Of Suims are agfsed 1o be iquidaled damagas to cover the Lender’s
adminisiration ond management costs ond ore nol intended nor shal they be
consirued os o penally. All such sums payable to tha Lendar shall be o chorge
upeh the Frofect and ifs assets and inlares! sholl accrue thereon as if they were
toon principol if the Borower Is In defaull, inferest will compowid monlhly cnd
accrus on the principel bolance oulsianding,

[This space intentlonaly latf blonk)
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TERMS AND CONDITONS

The Loan lems and condktions sholl be such terms ond conditions as the Lender may from time
io fime require ond shall include, buf not be imited to the fokowing:

2.1

The Lender shall not be requiked to advoance any funds prior 1o the Bomower having fulfilled 1o
the Londars solistaction the (cllowing condlilons:

Al the Sscurlty cnd anclicry loon ogreements ond documents ond opinfons shall Fiave
been exacuted ond delvered to the Lender or its solicitors ond regisiarad whars and as
fequired.

The Lender shall have safisfied Hsetf with the finoncial performanca and condition of the
Bomower ong each of the Guarantors in the Lercder's sole discralion, Each of tha
Bomowers and Guaroniors shell provide within five basiness doys of the date of execufion
of this Commitmant, at a minimum, finonciol statements for its two mos! racently ended
fscak years together with interdm stalamenis 1o date for the prasan! fiscol yeor, o
tacilitate the Lender's due diigence regarding (he credibworthiness of the Bomower ond
edch of the Guarantors, each of the Guarantors and the Bomower shall aulhorize the
Lender 1o condug! credit checks andd each of the finonciol insfitulicns with which the
Boirower and i respactive Guaranion deal {6 ralecase ary ond all informalion
reasonably raquired and requasted by the tander 1o odequately assess The credi
worthiness of eoch respectively. Each of the indiddual Guarantors shall complete the
Lerdar's lomn of Pesonal st 'Woth Slateimnant.

The Borrower shall dellver 1o the Lender within five businass days of ihe acceptance of
ihis Cammitment for e Lander's salislaciory review ond occeptance the feliowing:

fa]  Clouse removed intenilonally.
[t Clouse removed intertionolly,
ey Clouse removed intentionoly.
Jdl  Clouss removed infeniionoly.
{e)  Clouse removed intentionody.
{f} Clouse removed inlentlonoly.
{g)  Clouse removed intentionoly.
)  Chlause removed Infentionolly,
it} Clouse removed indentionalty.

0 Eoch of the individuat Guazaniors sholl have provided Notlces of Assessmant
racelved from the CRA with raspact 1o thelr respactive income tox fings for the
two most recenily ended loxafion years.

{k} Clause removed inlenfiancily. i
'A i
o M, IEapesiie, 8 WRLE4TF / l
s NI ) FARTL R PN AT .
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{1 Marigoge Stalermnsnt om Sandy Sustmon ond the Marsholt Zebr Group nc, 19
monigoge confianing the outtfanding prncksd baohges,

im}  Clouss removed infentienaly,

1] Clousa removed Infantiahally.

fo}  MIG orarolaied porty may post two MG sigrs {on aach main siroet).

P}  Clowe reenaved infentioncily,

(@) rostponement Agreament in o form sotiskachory 10 MZG from Sondy Summan,

i Postponoment ond Shondiil Agresmani in a Tomm salitaciony o MIG fom e
merigagas.

$. Al foxes will be brought up to date and mainiained current by 2131052 Onlaro Umited
of the morgiogs Wil Ba daémed to be in defoult,

7 curent CAD 2,800,000 2ed n-gt&,ge with Sandy Sussmen to be pastponed bahind
b snitine AMorhalTebr Group In Jmorigage and new accured inlerest ond feas. We-

Mfﬁcmﬂmmmmmmwmcmplnc,m:mcm@mmq.: @
manoging the project, the cpproval process or the morigoge risk will be pald Ly-he Bortower
Sapxges.al CAD 100.00/how, L5 understood aind agreed whek+he Corout torts dre

ergaged by vhe hender Yo Solaly re N T MG R tha ‘ o
8, CBarviood aorass 1o pravide aotalzaiion > RS wsReRodien Sittded B i § e ol relote

Io hove 1l communicalion and reeate of infarmation from: ol kodes, goverming dpveopmgnt
axithoes ond other felabed bodie, Appood o\,

7. The Mortgoge shot contaln o cras defoull clouse 50 ot i any other security on tille b in
Jelendt, the méngoge thal be detimed to be n deloult,

10, Such offwr ratton ai the Lender may desm appropikste art necessary Ja safisky itseif of
e Projacs vicbitly and the. abdity of the Borowee and Guorantors 1o futfh fhelr
obfgations

QO
.

hersin. '

11, The exsculion, delivery ond regisination of o securty puniuani o the thid mortgoge
corrmmitretit between the Boroweer ond the: Lender evan dated harewiih.

s space Infentionclly lsft blank]
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W, SECURITY TO BE DELVERED

The Borrowar sholl delver Tha following security {the "Security’} duly registered where applicable
sutiect oniy to the Primary Lenders security and allin the form arkd on the terms acceptoble 1o
the Lender's soliciiors:

1. A first mortgoge in the amount of CAD 14,400.000.00 on the Maplavisw project and
propéatty phus aociuad interssl and Broker Faas,

Assignmaent of Leases and Rents. {the “GSA™)

3 Genarol Sacurdly Agreemsni over oll of the assets and underigking of the Borfower and
each corporate Guaranior, f any. (“the exising GSA™s sholl sTand as sacudty for fhis
[&ein)

Unlimiled joint ond severol guaroniees from eoach of tha guarentors.

5. An Envirormenial Underiaking ond indemnlly ond Checkiist from the Bomower In such
form as the Lender shall requle,

&, A favourabie Letter of Opinton from tha Lender's solichior confirming the validity angd
snforceablity of the Lender’s security,

Assigrinent of iInsurance,

[
B

8. Commerclol Liokwffy ingurancs,
Title Insurance.

10.  Potiponement, Subtogation and Assignment from the shareholders of the Bopower {ond
sich other credifors as the Lender may require upon complelion of iis dus dlligence) of
ol indebtedness owed by ond cloims agoinst the Boarower to and by ihe shareholders lo
the indebtedness and cloims of the Lender.

1. lfrequired by (he Lander such preauthorzed peyment documentation necessary io
outhorze the Lender o debl directly trom the Borrowaer's account amaounts due undar
the Commitment ond Loan,

12, Suchiurhar securily, guoranioa and anciliory documents ond agreemerits os the Lendar

o ils solicitors may, acling reasonobly, deem nacessary 1o odsquately secure the Loan
ubligations ond complete and perfact the Sacurity.

13, Bomower provides safiiloclony proof thot temes oxe current, a cerlficate of Fobifty
insurance showing the Lender as additional inswred, and coverage of nol ess than CAD
5,000,000.00

% 4
£h% POIY S, Shuer JEE, Watarins, (18 NIL4LT '
o MR EEFEARE g By L GRNY

Charif Mavtgage bet = Brohesape Yuwa® JE967
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v, BORROWERS COVENANTS

The Bomower ond, where appicable, each of the Guarantors covenants as follows dand a
reach of any covenan! shof be a deftult undar the larms of the Secunty:

1. The Borrower shal not assign, fransfer or otherwise dispose of this Commiiment of ihe
Securily withoul the Lenders pritr willten corsant, However, the Commiliment ond
Sacurity may be oxsigred by the Lender I whole or In part to onother lenderfs). Except
as hersinolter provided, the Borower ond Guoranior consent to the disclosure by the
Lender io any such prospective assignee or padicipon! of ot Informatlon and doctmenis
regarding the Projecy, the Bomrower, and the Gudranfor within the possession of control ot
the Lendcler,

2 withaut the Lendar's pdorwitlan corsen having fist bean obtained, the Borower shall
not sell, franster, convey or change, mortgoge or olherwise sncumbét of suffer a kanlo
be reglstered on the Project orits rights theredn. In the event of o breach by the Bonower
of this covenani then, ot the sole oplion of the Lender, all monles oulsionding, logether
with all accrued and unpoid interest thereon and any other amouwnts due under the
Commitment or the Securly, sholl become dué dnd payobla,

3, The Bomower sho¥ not comymit any waste on iha longs,

4, The Borrower sholf nol penmit any troesfer or isuonce of shores in the share copitol of the
Bomower of in the officers and drecions or a chonge in the terms or the fermination of the
shorehoiders agreement made belween the Bomower and eoch of its shareholkdars,
without Iha prios willten consent of the Lender,

5. On each onniversary dale of the morigage, the Borower will provide 1o the Lender praof
hat {ha toxes are currertt, an update thot insurance s st in effect and updoled
inanclal siatements for the Borower and any comcrole guarantor as wel as updalad
personal net worth sialements for any persoial guoranicrs.

& Tha Borower sholl provide editorial updates including staius updates on the projéct and
pholos showing the progress on the project for ow fle on a quartesrty bosis starling 3
mariths affer ragialion ©f Ike mongage,

7. The Borower covenanis and agrees to use of due diigence and proceed with all due
dispaich in pursuing the appeal of ils drofl plon of subdivision 1o the Onlato Municipal
Board for the Project s as fo obfain the unil yield dated March 30, 2012, all In continved
consultation with Iha Lender, The Borower shol keep the Lender fully informexd os fo s
progress af the Ontario Municipol Board and with the city of Bamie and agraas (o provide
the Lender with copies of all docurneniation, pians, raporls, surveys, lest results ond ol
relevant docurmeniation ralofing 1o the Project as may be requested from fime to fima

PRI RP &5 T

by the Lender,
Dhacity Mavtpape Jge, - dreberage o FIRRT
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v, DEFAULY FROVISIONS

1. Upon any defaul! under this Commitraent or the Sacurfy, thol s not curedin g
recsonobile periad of fime folowing notice of detarit by the Lender, the Lender moy
declare, aiter providing reasonable wiitfen nolice. any or off of the obligations 1o be
immediately due and poyable and may proceed fo reclize the securty hereby
consfituted and to aniarce Ifs rights by eniry; or by the appointment by insirument iy
wilting of arecedver or recelvers of the sulbject matter of such securty or ony parl tharao!
and such recaiver of recelvars my B any person of pesons, whaither on officer or
officers or smployee or ampioyses of ihe Lender of nol, and the Lender may remove
any recelver of recelvers so appointed ond appoint another or others in his or their
insteqad; or by proceedings in ony court of compslent judsdicfion for the oppaintment of
Q receivar o facaivars of Tor sole of tha Project o ditty part theteof or by any oiher
action, sult, ramedy of proceeding authorized of permitied hereby or by fow or by
equity; ond may flle such proofs of ckaim and other decuments os moy be necessary of
odvisabde in ordat 1o hove its clairm lodgedin any bonkrupicy, winding-up or ofhar
judiciol proceedings retattve o the Borower, Any such recelver of recelvers so
appdinted shallhove power to lake possassion of the Projact or any part thereol ong 16
cany on the business of the Bofrower, dnd 1o bowow money required forthe
rainfsnance, presavvation of profschion of the Project or ony part thereof, ond to further
charge the Project in pelonity to the secuity corstitulad by this Commifment as securily
tor money so bomowed, ond to sall, lagsa o olherwise dispose of the whole or any port
of Ihe Project on such fetns and conditons and In such manner as he shall determine. In
exerclsing any powers. any such receives or réceivers sholl oct s ogen! of agents fer the

- Borrower and the Lander sholt fnot be respongible Tor kit or thelr actions,

2. In addition, Ine Lender may enter upon the applicable prefnises and ledke or sell the
whale or ony part or pards of the Project. Thé Borrowar agiees thal 1wl be commercioy
recsonable to el sich pad af Hhe Project:

({a1] Q5 a whole or in various units;

{b) by opublic sole or coll for tenders by advertisind#uch sake once in o local dally

newspoper of least seven (7] days befor sale; and
{€) by piivate sale dfter the receipt by the Lénder of at ieast

prospective arms-length purchasers. O Mipimum. oF TR0

Morumhistanding Yhe Gbove, the Lender must objunthicd Parfy appraisdls ot the lands and
3. “Any such sale shall be on suchterms and conditions as to credit or olherwise ond o6 to Wse a ) f

0 offers it

vpsel or reserve bid or piiice a8 o the Lender in its soie discretion moy seem Cotmereiol!
advoniogeous ang such sake moy take placa whisther of nof the Lender has Icken feasonalio o £farts 1
possassioh of tuch propeady and ossefs. Sel/ he hnds

4, No remedy for the realizofion of the secuily hereot or for 1w enfcrcement of the rights of for e Fan
the tander shall be exchslve of or depandent on any other such remedy, but ony one or  Marked Véfut
mora of such cemedies may from lime lo time be-exarclsed independently orfn ;
combination. The lerm “recelver” os used In thls lefler Includes a recelves ond monager,

[This sprcice infenbionally iefl biank]
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GENERAL PROVISIONS

The Landler shall have ro obligailon 1o advance funds unless ond untd ol of The above
lerms ond conditions have been deemed by the Lender 1o ba cornpiete, fue and
otharwite N oll respach safisfaciony, in the Lender's sole discretion,

No Jerm or requirement of fhis Commitment may ba waived o varied orally or by any
course of conduct of the Borower ar anyona acling on his beholf or by any officer,
#mployas or ogsn! of tha Landar. Any olterofion or amendment lo th Commilment
must be In wiiting ond signed by ¢ duly authorized officer of the Lesider and accepled
by the Bormower and Guarantor.

The Lenders sollchons shall be;

Sorboralow
300 Victorio Street Noeth
Gichener, Onlorip N2H 4R

The Botrawer's sollcikor shioll ba:

$even Soger
Macdonald Soger Monis LLP Bamistars & Solcifors ond Trode-Mork Agents

150 York Sireet, Suite BOO, Toronfo, Onorlo, M5H 355
T. 4163641553 | £ 414.384.1453

The Boroweds shall baar any and ok reasonable legal cosls of The Lender,
Time 5 of the essence in this Commitment.

The Borower and Guaronion ogree that if any one or maore of the provisions canlained in
this Cormmiiment shall for any reason be held 1o be invalid, ilegal or urmaforceable i ony
respect, wich invalicily, Negokly or unanlorceotsiily shall, af the aption of the Lender, nol
aifec] ony or ol other providons of this Commitment and ihls Commilment shall be
consirued o i such Involid, llegal or unenforcealle provision hod naver been contained
herein,

Tha wolver by the Lendac of any breach o delault by the Bomower of any provisions
confgined herein shall nof be construed as o 'walver of ooy ofhar o subseguent breach or
defoult by the Borower. In addillon, ony iakure by the Lendler o exercise any rights or
remedies hereuncher or under the Secuity shall nof consfitute a woiver thersol.

The reprasantations, waroniios, coverants and obiligaiions heveln sel out shall not memge or
be exiinguished by the execution of regisiralion of fhe Securdly but shall survive uniit oll
obkgotions under this Commiiment ond the Secuity have bean duly perdonred and the
Loan, interest fhereon and any ofher moneys poyable 16 the Lender ate repaid i full, Inthe
avent of ony nconsislency of conllict Batwaan dny of the providons of the Cormmitrment
ond any provision of provisions of the Securly, the provisions of the Security will praval,

No term or requirement of this Commitrant meay be waived or valed orally or by ony
course of conduct of the Borower or anyone aciing on his behalf or by ony officer,
employee or agent of the Lenider. Any aiferation oramendment 1o this Cormitrent.must
be in wiifing apd slgned by a duly authorized officer of the Lender and cccepted by the
Borrower and Guarantor.

Notwithsianding the registrafion of the Securily or the advancement of funds, the terms of
this Commitment Letter shall not merge wilh the delivery and/or registration dfllhe Securly

SEE Phittip S1, Suite 208, Warerloo, ON, N2Lo(?
B SIOISIOERD £ SI0I45085) \
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ond shad ramnin In fF foree ond effect, Ay defouit unds The jenms of This Commitment
Letiae shat be deemed o defoull under the Securily and any Gefoutt undar tha jerms of the
Securty shall be deemed a delautt incier 1he {ermmns hereof. in Ihe avent of & conflict
between e tefms of the Secuidly ond theterms of this Commiiment Letter, The Lander, inits
sole discretion may detesmine which shol jokes precadence ond govenm.

10, This Agreemen] may be simulianectsty executed in several counferparts, each of which
when sa executed sholl be deemed Jo ba ar oniginal ond such counlerparts together shail
consitiute one and fhe same instrumenl. A tacsimile or elecironic copy of an axecuted

courtempart shall be desmed 1o be an crginal,

Iif your ore In ograement with the gbove fenms, plecse ndicate such ogresment by signing and
lorwording 1o the undersigned a copy of hisletisr. The execution of ihis letter does not obligote
the Lender fo odvanice any of the agreed funds yniess oll of the Cordifions to such advances
have been sotlsfied lo the salisfaction of the Lender and its saliclioss.

By slgriiig this Conwrifrmont Lalter the Acrowerns ond Guarantors agree thol the Lendsr may
obicia cradit gt olher inonclally rejoted information about fhe Borrower(s} and the
Guaranior(s}, Including reports from other credlt grantors, consumer reporting agencies and

crachi buraay,

Unless this Comimilmen I by the Bolrower and all required Guaraniors withi
two business days of the date hereof by delivery of a tully execyted copy o the Lender, then, at
Yours {nuly,

MarshaliZehy erp Inc,

Gre [ '
Presi §

[ hove authority {o bindd the corporation

A A=

%
465 PRI St Soive 208, Woterion, ON, NIL6CT &ﬂ-«
A IRBAMS? f 9342088 :
Claeiey Sortgage Joreo - Brekvrage Nom g

AtacshutZeohe Croap five. « davgage Adusiivtraton Nuay 11958

w9 Covnmivewnt biopieview New 120828 }a {drfl).docx:
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" Pg R2al 13
Acknowledged and agreed ot /4,'{;’-? fafy  this dc',r of ;2 vrf L2012
Berower
e
2131059 Oniarle Limit
. - Sy
Per: z e
Name; 8&lphCano
Iga‘ “Pr dént |
Zéq/uihon‘fy to bind the corpocation
wrfness
Wilness:
BAYWOOD HOMES FAXTNERSHIP, by B
Farness
620383 ONTARIO LINITED:
‘The corporution.

HOR! CORP,

LGS

P 5 th Canonoco
mhoﬁzw Signing Officer

ave quthorify to bind the corporation.

a8 Piltin Sr, Guire 386, Woreckoo, (8N NOLACT
p SFRRIONED F TR 420887
Churite Morsrape fue -~ Broferage Mem: J0E07
HorefuetdAole Grinug Hi, - Bhestprogre i iR N, 1TYAS

v.4% ) Convrrimienr Maplawerw New v[1 20828k fitngfi) dox
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VAUGHANCORD B

.
he: Fropk Caperfaco
itle: S fized Signing Officer

I hiave authorty to bind the corporafion,

7?8?}9&(;\1%“
- Bldme: Assunta Cananace
“  THe:  Aulhorized Signing Officer
! have @uthonty fo bind the corporation.

f -
7’1: WORLD PEVELOPMENTS INC.

I

ﬁé{;&é}q Cononacé
le:  Aulhorized Signing Officer
1 have authenty 1o bind the corporation.

Lender:

| HEREBY occep! the tarms and condifions os stoted harelr.

BATED ot Woleroo, this_Y | day of _ "~ Suls L2012,

MorshalZehr Group inic. “in Trust™

Perga\'uﬁ W’\

David M&rshall

“Ifwe have the authorily 1o bind the Comaralion”

o495 Fhidtio ¥, Sulte 206 Haneiae, O VIR
FOREEREFA L AR 01 A St AT
iaeiey Amnipape tire = Brebeenge M $3907
Suerdaiidebe Uenag e v Blongaps salalviraiion N 1 PE53

w19 Commitmen Mapievren New vfi 20628 fdraft. e



MarshallZehr

ff;ébfl'ﬂg tenders wad Developers

ADDENDUM TO MAPLEVIEW "1™ MORTGAGE" COMMITMENT LETTER
DATED JUNE 28, 2012

Please note the following changes ta the abovewreferenced commitment letter {the
“Commitment”):

1(

The paragraph on page 1 named "Purpose” Is to be deleted in its entirely and replacod
with the following:

“Purpose:  MarshallZehr Group Inc. ("M2G*)_ will take an assignment of the existing
1" charge in favour of MarshailZehr Group Inc, registered in the fand titles office for the
Land Titles Division of Simcoe {No. 51) as Instrument No. 792792 on December 31, 2003,
MZG will provide an additionat CAD 1,400,000.00 for Interest accruing, working capitsl
and closing costs. The Lender acknowledges thatthere remains $46,448.88 which has
nat been advanced to the Borrower from the original CAD $13,000,000.00 first
rnortgage advancad pursuant to a commitment letter dated December 7, 2009, Said
amount will be added to the working vapital reserve of this assigned morigage. Nota—
the squity bonus portion of the existing fiest charge will be replaced with a new third
charge.”

The segond paragraph on page 3 named "Loag Ameount”:

Oelete - "Current first mortgage is to be replaced and outstanding balance to be
applied to this martgage”

tnsert — “Current commitment dated December 7, 2009 to be replaced and outstanding
batance applied to Loan Amount under this commitment letter” [n its place

The third paragraph on page 3 named “Standby Fee”:

Delete ~ “martgage is* from the fourth Hine

Insert ~ “Transfer of Charge/Mortgage and Section 71 Hotice re. Amending Agreement
are” in its place

Pairagg;égh i} on page 6:
Delate - “Sandy Sussman®

Insert "Sussman Mortgage Funding Ine., B2B. Trust and BLML Developments inc.” in its
place



Lontisiued

Addendumn to Commitment Letter

5. Pacagraph oh page §:

Delete - “Sandy Sussman®

Ingert - “Sussman Mortgage Funding Inc., BB Trust and BLML Davelopraents Inc.” in its

place

6. Section 1}l entitled “Security 1o Be Qelivered” on page 7;

Delete in it entirety

Replace with the following:

“The Borrower shall deliver the following security [the “Security”} duly registered where
applicable subject onty to the Primary Lender's security and all in the form and on the
terms acceptable to the Lender's solicitors:

1

A Transfer of Charge/Mortgage $C792792 and a Mortgage Amending
Agréement executed by the Borrower, MarshailZehr Group In¢. and The Bank of
Nova Scatia Trust Company to be registered on title pursuant to a Section 71
Notice,

Assignment of Leases and Rents,

Generg| Security Agreement over afl of the a3ssets and undertaking of the
Borrower and Baywood Homes Partrership, The existing GSA of the Borrower
shall stand as security for this loan which GSA and associated Personal Praperty
Security Act (Ontario) registration shall be assigned from MarshailZehr Group
fnc., in trust to Marshal@ehr Group inc. and The Bank of Nova Scotia Trust
Company.

Unlimited joint and several guarantees from each of the gurantoss.

An Environmental Undertaking and Indemnity and Checklist from the Borrower
in such farm as the Lender shal require.

A favourable Letter of Opinion from the Lender’s solicitor confirming the vatidity
and enforceability of the Lendar's security.

fhgr bt e eyt

s 1005 Baligedes ey



Centinued
Adderddum to Commitment {¢ites

7.

10,

11.

1z,

13,

4.

Assignment of opinions from Schwartz & Schwartz dated December 30, 2009
and Sorbara, Schumacher, McCann LLP dated fanuary 5, 2010 from MarshaliZzehr
Groug Inc. to MarshailZehr Group Iné. and The Bank of Nova Seotla Trust
Company,

Assignment of Insursnce.
Commercial Liziblity Insurance.

Assigniment of Current Title Insurance Policy ONLOO6E231 with Eirst

Amarican Title Insurance Company from MarshalZehr Group Ine,, in trust to
MarshallZehr Group Inc. and The Bank of Nova Scotia Trust Company together
with such amendments/fadditions as are nacessary.

Postponement, Subrogation and Assignment from the shareholders of the
Borrower (and such other creditors as the Lender may require upon completion
of lts due difigence} of all indebtedness owed by and claims against the Borrower
to and by the shareholders to the Indebtediiess and claims of the Lender.

Assignment of Acknowledgment re. Standard Charge Terms.

If requlred by the Lender such preauthorized payment decumentation necessary
to authorize the Lender to debit dirsctly from the Borrower's account amatnts
due under the Commitment and Loan.

Such further securlty, gusrantors and ancillary documents and agreements as
the Lender or its solicitors may, acting reasonably, deem necessary to
adequately security the Loan abligations and complete and perfect the Security.

Borrower provides satisfactory proof that taxes are cutrent, a certificate of
liability insurance showing the Lender as additional insured, and covarage of not
fass than CAD $5,000,000.00.

Paragraph 5 on page 8:

Delete - Ymortgage” in the first line

Insert - “Transfer of Charge/Mortgage and Section 71 Notice re. Mortgage
Amending Agreement” in its place

AT PHUSo L ALite FSL Walerino, DA ML ST
RAHEF MAERE 313302038510
e st ahalaohe com



Cantingied
Addenduen to Cornmiiment Letter

8. Paragraph 6 pn page 8:
Delate - “mortgage” in the last line

Insert - "Transfer of Charge/Mottgage and Section 71 Notlce re. Mortgage
Armending Agreement” In lis place

9. Add the follewing as paragraph 12 on page B:

rAssignment/Transmittal Letters from:

a} Appraisal Canada Inc. re, property assessment
b} Teraprobe re, phase 1

¢} Sorbara, Schumacher, McCann LLP re. apinion
d} Schwartz & Schiwartz re. opinion®

10, Al other terms of the Commitment shall sunvive, unamended,

11, All capitatized terms not defined herein shall have the definitions set forthin the
Commitmant,

12 Time shall remaln of tha essence.

Borrowar

|
' 1

Acknowledged and agreed at _ TU 8o 7L this 1" day of October, 2012,

2131059

f have authority to bind the corporation
The following parties ixecute this commitment letter in their capaciti%g'&a’ra ntors onky.
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Continued
Addendem to Commitment Latter

Witnessr / rd
e ‘ ) '
F,/,;),J,e,--x f}fﬁf (1440, : - : I

non;
BAYWODD HOMES PARTNERSHIP, by its
Pariners

626353 ONTARIQ LIMITED

e A N

Titla: Authgrized Signing Officer
| have auth{rip} ta bind the corporation,

NORI CORP,

‘ o cis
‘fﬁa '_Hﬁinonaco
me-Authorized Signing Officer

| have authority to bind the ecorpgration,

YAUGHANCOR . INC.

Naf@kﬁuﬁﬁco
Title:  Authorized Signing Officer
[ have authority to bind the carporation.

TF78748 ONTARIO LIMITED

M gfw"WCe’s

Name: Assunta Cananaco
Title: Authorized Signing Officer
| have authority to bind the corporation.

iy BT il S, 8 .
st AT ORLY £RTY 532051

VAR LA S
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Continued
Addendum to Commitraent Letfer

QRAER WORLD DEVELOPIMENTS INC.

! ¥ {.{_ﬁf\‘ - ¢/s
Name? fora Canonaca

Tile; Authorized Signing Officer

I have authotity to bind the corporation.,

Lender;
] HERERY accept the terms and conditions as stated herein,

. 'T}MM ) )
DATED at Waterloo, this 12~ day of October, 2012.

haliZehr Group inc. "I Trust”
Marsha Ef_fOUPj_swfﬂ»IU_k:)

" Ne have the autharity to bind tha Corporation™

Starsbup e Tiroop bag
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Cha iy Mertesp
ALE PRt B, Sate

RS TR R(ELANNN|

D Bt g #1000

DRI S

Pt A0 ]

e o BN AT B L



MARSHALL ZEHR

- REAL ESraTe CAPIM."

SECOND ADDENDUM TO MAPLEVIEW 1™ MORTGAGE" COMMITMENT LETTER
DATED JUNE 28, 2012 AS AMENDED FROM TIME TO TIME

" Please note the following changes to the above-referenced commitment letter {the
“Commitment”):

1.

5

The current outstanding principal an this mortgage #s CAD 14,400,000.00 Inclusive of the
CAD 13,000,000 17 charge registered in the fand titles office for the Land Titles Division
of the Simcoe (No. 51) as Instrument No. 792792 on December 31, 2009 and the CAD
1,400,000 amendment to the 1* charge dited June 28, 2012 for the addition of working

capital.

The Lender has agreed to extend the maturhy date from luly 5, 2013 to January 5, 2014,
The Term will e opan with 30 days’ notice of any prepayment,

The Borrower will pay a 1% Contingency Success fee to the Broker, Clarity Mortgage
inc., or CAD 144,000.00 which will be accrued to the end of the Term and be added to

the Principal amdunt of the mortgage.

The Interest rate will remain the same and the monthly Interest portion will be
advanced from the Interest reserve held in MarshallZehr's trust account. Ugon
depletion of the Interest reserve, monthly interast payments are to be made by way of
direct withdrawal from the Borrower’s account. As per the Commitment, the accrued
portion wilt compound on July 5, 2013 and accrue to the end of the term. As of
Decembet 5, 2013 the interest rate will Increase to 15% per annum, compounded and
payabie monthly in srraars thereafter.

If the Borcower repays* early, on or before August 5, 2013, the Lender wiil reduce the
1% Contingency Success Fee (#3 above) by 75% to CAD 36,000.00. *Repayment must be
the whole of the 1%, 3™ and 4™ mortgages held by the Lender to receive the 75%

reducton,

A further 1% Broker Fee will be due and payable on December 6, 2013 If the balance of
the loan has not beer pald In full by that date.

Sandy Sussman, 2™ mortgagee, will postpone to this martgage and thls amendment to
the 1% mortgage, MZG's current 3" mortgage and new mortgage shall also postpone to

this mortgage at terms acceptable to the Lender’s sollcitors.



. - 7 9]
) 0
Page 2 oo
Addendum to Commiiment Letiey
8. This extension Is conditionat on the Lender being updated within 5 business days of each

materis] event on the DPA process and the process of tha take-out financing and any
equity committed. The Lender shall have the autharity to contact the Clty Planners,
Engineers, and any othet professlonasls in relation to this project to requast updates on
the project. The Lendar will also have the right to call meetings for updates.on the DPA
and take-out financing process and the Lender must be fully satisfled with the progress

atherwise the mortgage will be deemed [n defaull.

The Botrower and Guarantors shall exscute and deliver to the Lender all documaentation
_required o further evidence and secure this Commitment as advised by its solicitors and
the Borrower shall pay all fees, HST and disbursements incurred.

9.

10. All other terms of the Commitment shall survive, unamended.

11. Time shall ramain of the essence.

Borrower
Acknowledged and agreed at "T&mmm this lb? day of June, 2013

2131059 Ontarlo Limited

Per: .
Y
-l ent

I have suthority to bind the corporation

s execute this commitment tetter In thelr capacities as guarantors only,

5

Marshaifzehr Grourie
Mortgage Administeation #11855
Clarity Mortgage Inc. Brokeragn #10907
465 Phillip 5%, Suite 206, Waterioo, ON N2ZL 6C7
p.515.342.0852 [.519.342.0851
www. maeshallzeht.com
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Page 3
Addendon to Commitment Latter

BAYWOOD HOMES PARTNERSHIP, by i1g
Partners

6526853 ONTARIO L

Namie: Tony CapbRaco
Titfe: Authorfzed Signing Officer
i have autharity 1o bind the corporation.

NORI CORP.
/ c/s
noRaco

WR/aI :
Wed Signing Officer

| have suthority to bind the corporation.

c/s

Name: Frank Canonaco Y
fficer

| have authority to bind the corporation,

778788 ONTARIO LIMITED

Losunte, Comarerss

Name: Assunta Canonaco
Title: Authorlzéd Signing Officer
1 have authorlty to bind the corporation,

CORNER WORLD DEVELOPMENTS INC.

cfs

Name: Corg Cahonhaco
Tithe: Authorized Signing Officer
| have authority to bind the corporation,

MarshallZehr Group Ine,

Mortgoge Adminlstration §11955
Clackty Mortgage nc. Brokerage 410907
465 PhiMlp 5t, Sulte 206, Waterloo, ON W21 6C7
p.515.342.0852 f.519.342.0851
wiww, marshalfzebin.Com
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Fage 3 .
Addendum & Comamkment Letter

BAYWODD HOMES PARTRERSHIP; by fts
Partners

626353 ONTARIO LIMITED
e LS

Name; Tony Canons.co
Title: Authorlzed Signing Offlcar
| have authority to bind the corporation.

NQRI CORP.
73

Name: Ralph Canonaco
Title:  Authorized Signing Officer
t have authority to bind the earporatlon.

VAUGHANCORD HOLDINGS INC,

ofs

Name: Frank Canonaco ‘
Tithe:  Authorlzed Signing Offlcer

| have authority to bind the corporation.
778788 ONTARIO LIMITED

/s

Mame: Assunta Cananaco
Title: Authorlzed Signing Officer
| have authority to bind the corporation.

CORNER WORLD DEVELOPMENTS INC.

Name: Cora Canonato
Title:  Authorizad Signing Officer
| have authority to bind the corporation.

WMacshailzehr Group Ine.

Morigage Adminlstrotion 811955
Clartty Moftgage Int. Brokerage ¥10907
455 Philllp 5¢, Suite 206, Waterlao, ON N2L 6C7
P519.342.0852 L519.342.085]
wrirw, marshallzehr.eom
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Addendumn to Commitment Letter

Lender:
} HEREBY acoept the terms andd conditions as stated hereln,

DATED #t Waterloo, this M}kdav of June, 2013

MarshaliZehr Group [ cf-i’-fn"rm's“t”“““«-\)

Paiy /[ _ e
Gregoﬂ%(,_,_"_ R

I/ We have the authority to bind the Comoration”

Marshalizefy Group Inc,

Mortgage Admindstration $11955
Clarity Marigege inc. Brokerage 110507
465 PliElRp St, Sulte 206, Watarlon, ON N2L 6C?
pS19.542,0852 [.519,342.0851

warw.marshailzehr com
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THIS IS EXHIBIT “G” TO
THE AFFIDAVIT OF GREGORY ZEHR

SWORN BEFORE ME THIS 7%
1L, 2015,
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ASSIGNMENT AGREEMENT
o4 AMOSETDI
THIS ASSIGNMENT AGREEMENT is entered into this 2_ day of-CSctober,
2012 (the “Effective Date”). .

BETWEEN:

MARSHALLZEHR GROUP INC,, IN TRUST, and
MARSHSHALLZEHR GROUP INC.,

(the “Assignors™)

-and -

MARSHALLZEHR GROUP INC. AND THE BANK OF NOVA
SCOTIA TRUST COMPANY,

(collectively, the “Assignees™)

- and -
2131059 ONTARIO LIMITED ,
(the “Corporation’)

CONTEXT:

A, As security for a Loan Agreement between the Corporation and MarshallZehr
Group Inc. dated December 30, 2009 (the “Loan Agreement”) given
pursuant to certain financing arrangements between MarshallZehr Group Inc.
(in trust) and the Corporation as detailed in a commitment letter dated
December 7, 2009 issued by MarshallZehr Group Inc. and accepted by the
Carporation December 10, 2009 and accepted by the MarshallZehr Group
Inc. December 11, 2009 (the *“Original Financing™) the following
security/documentation was issued:

i) a General Security Agreement dated December 30, 2009 executed
by the Borrower in favour of MarshallZehr Group Inc., in trust as
registered under the Personal Property Security Act (Ontario) as
File No. 658409166,

i) a First Charge/Mortgage from the Borrower in favour of
MarshallZehr Group Inc. over certain lands described as Part S Y2
of Lot 16, Con 12 Innisfil being Part 1 on 5!R-22928, except Part
4 on 51R-32586; s/t easement over Parts 1, 2 and 3 on 51R-32586
as in SC212816, s/t easement in gross over Part 8 on 51R-34165 as
in SC510541; Barrie; and being PIN 58091-1589 and PCL 16-2
Sec 51 Innisfil being Part 1 on 51R-22937; s/t easement in gross



2

~ over Part 6 on SIR-34165 as in SC510541; Barrie and being PIN
58091-0288 registered in the land titles office for the Land Titles
Division of Simcoe (No. 51) at Barrie on December 31, 2009 as
Instrument No, 792792;

ii)  an Acknowledgement re. Standard Charge Terms executed by the
Borrower in favour of MarshallZehr Group Inc., in trust dated
December 30, 2009;

iv)  First American Title Insurance Loan Policy No. ONL0066231 in
favour of MarshallZehr Group Inc., in trust dated January 5, 2012;

iif)  an opinion letter from Schwartz & Schwartz addressed to
MarshallZehr Group Inc. and Sorbara, Schumacher, McCann LLP
dated December 30, 2009;

iv) an opinion letter from Sorbara, Schumacher, McCann LLP
addressed to MarshallZehr Group Inc, dated January 5, 2012;

(collectively, the “Original Security™)

- The Corporation has made arrangements with the Assignees to pay out the
Original Financing with MarshallZehr Group Inc. (in trust) and enter into new
financing arrangements with the Assignees as set forth in two commitment
letters to the Corporation from MarshallZehr Group Inc. dated June 28, 2012
and accepted by the Corporation and the guarantors of the loans July 5, 2012
and by MarshallZehr Group Inc. “in trust” on July 11, 2012 (the “First
Mortgage Commitment” and the “Third Mortgage Commitment”,
respectively).

. The First Mortgage Commitment and Third Mortgage Commitment were
amended by letter agreements accepted by the Corporation and guarantors of
the loans on October ___, 20172.

. The First Mortgage Comrﬁitment, as amended, calls for, in addition to other
security, the assignment of the Original Security, from the Assignors to the
Assignees.

. The Assignors wish to assign the Original Security and the Loan Agreement
and all of their interests and obligations therein to the Assignees and the
Assignees wish to assume the rights and obligations of the Assignors under
the Original Security and Loan Agreement effective as of the Effective Date,
all as more particularly set out herein;

. The Corporation has joined in this Assignment Agreement for the sole
purpose of evidencing its consent to the assignment of the Original Security
and Loan Agreement.
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NOW THEREFORE in consideration of the premises and for good and valuable

consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
agree as follows:

1.

The Assignors and Borrower hereby confirm that the principal amount of the loan
evidenced by the Original Financing is Seventeen Million Seven Hundred Twelve
Thousand Five Hundred ($17,712,500.00) Dollars as of the Effective Date plus
accrued and unpaid interest. The Assignors and Borrower hereby also confirm
that no interest is outstanding on the loan evidenced by the Original Financing as
of the Effective Date,

The Borrower confirms that the Original Security and Loan Agreement are valid
security of the Borrower.

The Assignors hereby assign, transfer and convey the Original Security and Loan
Agreement and all of their right, title, interest and obligations therein to the
Assignees effective as of the Effective Date.

The Assignees hereby accept the assignment of the Original Security and Loan
agreement and agree to assume, perform, discharge and observe all of the
covenants, conditions and agreements in the Original Security and Loan
Agreement from and after the Effective Date.

The Corporation acknowledges its consent and agreement to the assignment
contemplated herein and hereby releases the Assignors from any and all
obligations and liabilities under the Original Security and/or Loan Agreement,

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

Each party shall do, execute, acknowledge and deliver or cause to be done,
executed, acknowledged and delivered, such further acts, transfers and assurances
as are reasonably required for the purpose of accomplishing and effecting the
intention of this Assignment Agreement.

This Assignment Agreement shall be governed by and construed in accordance
with the laws of the Province of Ontario and the federal laws of Canada
applicable therein.

This Assignment Agreement may be executed by the parties either by original
signature or by facsimile signature and in one or more counterparts, each of which
when so executed and delivered shall be an original and such counterparts shall
together constitute one and the same instrument.

[execution page to follow]



IN WITNESS WHEREOF ecach of the parties has executed and delivered this

Assignment Agreement as of the Effective Date

MARSHALLZEHR GROUP INC., IN TRUST THE BANK OF NOVA SCOTIA

Per: ﬁ

Namé: T )
Titler” President
Ih iority to bind the Corporation.

TRUST COMPANY
Per;

Name: David MacBeth

Title: Director
I have authority o bind the Bank

2131059 ONTARIO LIMITED

Per: ?/
_/-P

[ haveaithority to bind the Corporation.

Nam¢: C co

Tit)es ident
I have authority to bind the Corporation



IN WITNESS WHEREOF each of the parties has exeouted and deliversd this

Assignment Agreement as of the Effective Date

MARSHALLZEHR GROUP INC., INTRUST THE BANK OF NOVA SCOTIA

Per:

Name: Greg Zehr

Title; President
{ have aurhority to bind the Corporation,

MARSHALLZEHR GROUP INC.
Per:

Name: Greg Zehr
Title: President
[ have auithorlty to bind the Corporation.

TRUST COMPANY

Par:

Name; David MacBeth ~——

Title: Director
! have authority to bind the Bank

2131059 ONTARIO LIMITED

Titlet dent
! have authority to bind the Corporation




THIS IS EXHIBIT “H” TO
THE AFFIDAVIT OF GREGORY ZEHR

SWORN BEFORE ME THIS Zi
DAY OF APRIL, 2015,
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MARSHALLZEHR GROUP INC.
SECURITY AGREEMENT

Te: MARSHALLZEHR GROUP INC. { the “Lender"}
465 Phillip Strect #2068
WATERLCO ON, N2L 6CY
Facsimile No, (§19-342-0851)

From: 2131059 ONTARIO LIMITED {"Debtor”}
1140 Sheppard Avenue West, #12
TORONTO ON M3K 242
Fax; (H £)_AZ3 =749/

1. General Security Interest. As security for the payment and performance of all present and future
indebtedness, llabilities and cbligations of the Deblor to the Lender, whether diract or indiract, absolute or
contingent, liquidated or unliquidated, as principal or as surety, alone or with others, of whatsoever nature or
kind, in any currency or otherwise, under or in respect of agreements or dealings between the Debtar and
Lender or agreements o dealings between the Debtor and others by which the Lender may be or become In
any manner whalsoever a creditor of the Debtor including, without limitation, Obligations under (i) any and all
latter agresments and offers to financefor offers to lease (the “Offers of Finance") entered into by the Debtor
and the Lender from time to time, {ii) any promissory notes, guarantees or indemnitles executed by the Debtor
in favour of the Lender, and {iij) this Security Agreement (all such indebtedness, liabliitles, obligations,
expenditures, costs and expenses are hereinafler collectively referred to as the “Obligations”), the Debtor
hereby assigns, charges, pledges, mortgages and grants to the Lender a security inferest In all of the
undertaking, property and assets of the Deblor, both real and personal, immoveable and moveable, tangible
and intangible, legal and equitable, of whatsoever nature and kind wheresoever situate, now owned or
hereafter acquired by or on behalf of the Debtor or in respect of which the Debtor now or hereafter has any
right, titte or interest (all of which is hereinafter called the *Coilateral”), including without limitation:

(a) Intangibles - all intangible property including without limitation book debts and accounts, all
contractual rights and Insurance claims, licences, computer software, warrantias, ownership
certificates, patents, trademarks, trade names, goodwill, copyrights and other Industrial
property of the Debtor;

(b) Bogoks & Records - all of the Debtor's, manuals, publications, letters, deeds, documents,
writings, papers, involces, books of account and other baoks relating to or being records of
debts, chattel paper or documenits of titte or by which such are or may hereafter be secured,
evidenced, acknowledgad or made payable;

{c) Equipment - all of the Debtor's tools, machinery, equipment, apparatus, furniture, plants,
fixtures, vehicles and other tangible personal property, other than Inventory (as defined
below), {collectively, the *Equipment”) including, without limitation, the Equipment described
in Schedule "A*® hersto,

[{s}] Inventory - all of the Debtor's tangible personal property held for sale or fease or that have
been leased or that are to be furnished or have been furnishad under a contract of service, or
that are raw materials, work In process, or materials used or consumed in a business or
professlon (collectively, the *Inventary™);

(e) Real Property - all of the Deblor's real and immovable properly, both freehold and
{easehold, now or hereafier awned, acqulred or occupied by the Debtor, together with ali
buildings, erections, improvemenls and fixtures situate upon or used in connection therewith,
including any lease, verbal or written or any agreement therefor, (collectively, the “Real
Property*) provided, however, the last day of any term of any such lease, verbal or written, or
any agreement therefor now held or hereafter held by the Debtor, Is excepted out ofthe Real
Property charged by this Security Agreement, but should such charge bacome enforceable
the Debtor shall thereafter stand possessed of the last day of such leasehold interest upon
trust to assign and dispose thereof as Lender may direct;

i Other Property - the Debtor's undertaking and all of the Debtor's other properfy and assets
including, withaut limitetion, uncalied capital, judgments, rights, franchises, chattel paper,
documents of title, goods, instruments, money and securities (as those terms are defined I
the Personal Property Security Act governing this Security Agreement); and

(g} Proceeds - all of the Deblor's properly in any form derived directly or indirectly from any use
or dealing with the Collateral or that indemnifies or compensates for loss of or damage to the
Collateral {collectively, the “Proceeds").

2. Attachment. The security interast given hereunder will attach immediately upon the execution of this
Security Agreement. The security interest granted hereby has not been postponed and will attach to any
particular Collaterat as soon as the Debtor has rights in such Collateral.



3. Represantations and Warrantles of the Debtor. The Debtor represents and warrants to the Lender

as follows:
(a)
{b}
(c)
4,

(@)

The Debtor now owns or will own the Collateral, as the ¢ase may be, free and clear of any
prior lien, security interest or encumbrance save and except for the security Interest granted
hereby and for those encumbrances as shown In Schedule “B" which have been validly
perfected (“Permitted Encumbrances”),

This Security Agreement has been properly authorized and constitutes a legally valid and
binding obligation of the Debtor;

The authorization, creation, execution and delivery of this Security Agreement and
compliance with its terms

(i) does not and shall not contravene any applicable law, regulation, rule, order,
judgment or injunction or the charter decuments, by-laws or any unanimous
shareholders' agreement of the Debtor; and

(i) does not and shall not result in a breach of or a default under any indenture,
instrument, lease, agreement or undertaking to which the Debtor is a party or by
which it or the Collateral is or may become bound.

General Covenants. The Debtor hereby declares, covenants and agrees that it:

Pay Costs - shall pay all costs and expenses (including legal fees and disbursementsona
solicitor and own client basls) of Lender Incidental to or which In any way relates ta this
Security Agreement or its enforcement, including (i) the preparation, execution and filing of
this Security Agreement and any instruments postponing, discharging, amending, extending
or supplemental to this Security Agreement or any security required by any Offer of Finance
("l.ender’s Security"); {ii} perfecting and keeping perfected Lender's Security; (i} maintaining
the intended priority of Lender's Security on all or any part of the Collateral; (iv) taking,
recovering or possessing the Collateral; (v) taklng any actions or other proceedings to
enforce the remedies provided herein or otherwise in relation to this Securlty Agreement or
the Collatera), or by reason of a default under Lender's Security or the Offer of Finance o the
non-payment of the moneys hereby secured; (vi) taking proceedings, giving notices and
giving responses required under any applicable law concerning or relating to Lender'
Security, including compliance with the provislons of applicable bankruptey, Insolvency,
personal properly security and mortgage enforcement legisiation; {vii} responding to or
particlpating in proceedings in the nature of those described In Sections 14(d}, () and (f)
hereof; and (vili} obtaining the advice of counse| and other advisors in relation to the
foregoing:

all such costs and expenses and other monies payable hersunder, together with interest at the
highest rate chargeable by Lender from time to time on the Obligations, shall form part of the
Obligations, shall be payabls by the Debtor on demand and shall be secured hereby;

(b}

]

(d)

(e)

To Pav Rents and Taxes - shall pay all rents, taxes and assessments lawfully imposed
upon the Real Property where the Collateral Is located or any part thereof when the same
become due and payable, and shall show fo Lender on request receip!s for such payment;

To Maintain Corporate Existence and Security - shall maintain its corporate existence,
shall maintain the security hereby created as valid, effective and perfacted security at all
fimes, shall chsarve and¢ perform all of s obligations under leases, licences and other
agreements to which it is a party so as to preserve and protect the Collateral and its value;

Not to Sell - shall not, excepl for Inventory sold in the ordinary course of business and
except as otherwise permlited hereunder, remove, destroy, lease, sell or ofherwise dispose
or part with possession of any of the Collateral; provided that the Debtor may sell or
otherwise dispose of furniture, machinery, equipment, vehicles and accessories which have
become worn out or damaged or otherwise unsuitable for their purposes on condition that it
shall substitute therefor, subject to the lien hereof and free from prior llens, security interests
or encumbrances, preperly of equal value so that the security hereby constituted shall not
thereby be In any way reduced or impalred;

No Other Liens - shall not create, assume or suffer to exist any ¢harge, lien, federal or
provinciat governmant priority claim arising pursuant to statute including any deemed trust,
security Interest or encumbrance upon any Collatera) other than Permitted Encumbrances.
No provisien hersof shall be construed as a subordination or pestponement of the security
interest created hereunder to or In favour of any other charge, lien, security interest or
encumbrance, whether or not itis a Permitted Encumbrance, except that the Debtor may give
security to its bankers on its Inventory or under assignments of its aceounts recelvable
{except to the extent that such accounts receivable represent proceeds of the sale or
disposition of Equlpment or Real Property) and such security, if validly perfected, shall rank
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o))

{h)

b

i

(k)

0

(m)

prior to the interest granted hereby on such Inventory and accounts receivable without further
action by the Lender.

To Hold Proceeds of Unauthorized Sale In Trust - in the event the Collateral or any part
thereof is sold or disposed of prior to the full discharge of this Security Agreement by the
Lender, In any manner not authorized by this Securlty Agreement, shall hold all proceeds of
such sale or disposition received by the Debtor as trustee for the Lender until the Debtor has
been fully released from thls Security Agreement by the Lender;

Tolnsura - shallkeep insured the Collateral to its full insurable value orin such amounts as
the Lender may reasonably require against all risks, with insurers approved by the Lender
and will pay all premiums necessary for such purposes as the same shall become due; the
proceeds under all policies of insurance are hereby assigned to the Lender subject io
Permitted Encumbrancas as further security hereunder and shall be payable to the Lender as
its interest may appear and contain such mortgage clauses as the Lender may require; such
policies or contracts shall be in terms reasonably satisfactory to the Lender and at the
request of the Lender shall be defivered o and he!d by the Lender subject to the rights of the
halders of Permitted Encumbrances;

To Furnish Proofs - shall forthwith on the happening of any loss or damage furnish at its
expense all necessary proofs and do all necessary acts to enable the Lender to obtain
payment of the Insurance meneys subject to the rights of the holders of Permitied
Encumbrances;

Inspection by the Lender - shall allow any empioyees or third parties retained by the
Lender at any reasonable time to enter the premises of the Debtor or others to inspect the
Collateral and fo Inspect the books and records of the Debtor relating to the Collateral and
make extracts therefrom, and shall permit the Lender prompt access to such other persons,
as the Lender may deem necessary or desirable for the purposes of inspecting or verifying
any matters relating to any part of the Collateral or the books and records of the Debtor
relating to the Collateral, provided that any Information so obtalned shall be kept confidential,
save as required by the Lender In exercising its rights hereunder or pursuant to any
applicable law or court order, The Debtor shall pay all costs and expenses of third parties
{including legal fees and disbursements on a solicitor and own client basis) retained Dy the
Lender for purposes of inspection under this Section 4(j);

Use and Maintenance - shall cause the Equipment and inventory to be operated in
accordance with any applicable manufacturer's manuals or insfructions, by competent and
duly qualified personnel. Any and all additions and accessions fo and parts and
replacements for the Equipment or inventory shall immediately become subject to the
security interest created hereby. The Debtor shall not change the intended use of the
Collateral without the prior written consent of the Lender which will not be unreasonably
withheld or delayed;

Location of Collateral - shall keep the Coliateral at the locations set forth in Schedule “A*
hereto, except for geods in transit to such lecations, cor inventory onlease or consignment, or
with the prior wrilten consent of the Lender,

No Affixation - shail not permit the Collateral to be attached to or affixed to real or other
personal propery without the prior written consent of the Lender which will not be
unreasonably withhe!d or delayed. The Debtor shall obtain and deliver to the Lender such
waivers as the Lender may reasonably request from any owner, tandlord or mortgagee of
premises on whlch the Collateralis located or to which the Collateral may become affixed or
attached. The Debtor shall prompily do, execute and deliver all such further acts,
documents, agreements or assurances as the Lender may reasonably require for giving
effect to the intent of this Security Agreement and shall register such nctice or documents
against the title to such premises as the Lender may reasonably request to protect its
interests hereunder and shall maintain plates or marks showing the name of the Lender upon
the Collateral as requested;

Not to Remove - prior to moving any of the Collateral from any location indicated in
Schedule "A" hereto, or to leasehold properly, the Debtor shall effect such further
registrations and obtain such other consents and give such other security, al the sole cost
and expense of the Debtor, as may be required or desirable to protect or preserve the
securlty hereby created and to maintain the priority intended to be grantad to the Lender
hereunder as against ali others including landlords, and the Debtor shalk forthwith notify the
Lender of the intended removal and the action proposed to be taken;



{n}

Compliance with Environmental Laws

it

(1}

(i)

{iv)

W

fvi)

(vil)

{vili)

{x)

{x)

i)

shall conduct and maintain its business, operations, Real Properly and the Collateral
so a8 to comply In all respects with all applicable Environmental Laws, Including
oblaining a!l necessary licensas, permits, consents and approvals required to own or
operate the Collateral and the business carried out on, ai or from the Real Property;

except as specifically permitted by the Lender (n wrifing, it shall not permit or suffer
to exist, Contaminants or dangerous or potentially dangerous conditions in, on or
below the Real Property Including, without limitation, any palychlorinated biphenyls,
radio-active substances, underground storage tanks, asbestos or urea formaldenyde
foam insulation;

has ne knowledge of the existence of Contaminants or dangerous or potentially
dangerous condltions at, on or under the Real Property or any properties in the
vicinity of the Real Property which could affect the Real Froperty or the market value
thereof or in levels that exceed the standards in Environmental Laws;

has no knowledge of the Real Property, or any portion thereof, having been used for
the disposal of waste;

has not given or received, nor does it have an obligation to give, any notice, claim,
communication or information regarding any past, present, planned or threatened
treatment, storage, disposal, presence, release or spill of any Contaminant at, on,
tnder or from the Real Property or any property in the vicinity of the Real Property,
including any notice pursuant to any Environmental Laws or any environmental
reportor audit. The Debtor shall notify the Lender promptly and in reasonable detail
upon racelpt of any such ¢lalm, notice, communlcation or infermation or if the Debtor
becomes aware of any violation or potential violation of the Debtor of any
Environmental Laws and shall describe thereln the action which the Debtor intends
to take with respect to such matter;

shall at the Debtor's expense establish and malntain a system to assure and monitor
continued compliance with, and to preventthe contravention of, Environmental Laws,
which system shall include periodic reviews of such compliance system and the
Debtor shall provide an annual report to the Lender regarding the Debtor's
environmental performance, and the effectiveness of such system;

shall promptly advise the Lender in writing of any material adverse change in the
environmental or other legal requirements affecting the Debtor or the Collateral or
the Real Property upon the Debtor bacoming aware of any such change, and the
Debtor shall provide the Lender with a copy of any of the orders, by-laws,
agreements or other documents pursuant to which any such change is effected or
documented;

shall at the Debtor's expense promptly take or cause to be taken any and all
necessary remedial or clean-up action In response to the presence, storage, use,
disposal, transportation, release or discharge of any Contaminant in, on, under or
ahoutany of the Real Property, or used by the Debtor, In compliance with all material
laws including, without limitation, Environmental Laws, and in accardance with the
orders and directions of all applicable federal, state, provinclal, municipal and local
governmental autherities;

shall deliver to the Lender a true and complete copy of all environmental audits,
evaluations, assessments, siudies or tests relating fo the Real Property, the
Collateral or the Debtor now in its possession or control or forthwith after the
campletion thereof, or upon such materials coming nte the Debter's possession or
controf;

shall at the Debtor's expense, if reasonably requested by the [ender in writing, retzin
an environmental consuitant acceptable to the Lender, acting reasonably, to
undertake environmental tests and to prepare a report or audit with respect to the
Real Property and dsliver same to the Lerler for its review; and

shall Indemnify and save harmless the Lender, its officers, directors, employees,
agenis and shareholders from and against all losses, liabilities, damages or costs
{including tegal fees.and disbursement on a solicitor and own cllent basis) suffered
including, without limitailon, the cost or expense of any environmental investigation,
the preparation of any environmental or similar report, and the costs of any
remediation arising from or relating to any breach of the foregeing covenants of this
Saction 4(n) , any breach by the Debtor or any other persen now or hereafter having
an interest in the Collateral or the Real Property which is asserted or ¢laimed against
the Lender, the presence, in any form, of any Contaminant ¢n or under the Real



Property, or the discharge, release, spill or disposal of any contaminant by the
_Debtor. which is asserted or claimed against any of these indemnified persons. This
indempnity shall survive the payment in full of all amounts secured hereby and the
discharge of this Security Agreement. The Lender shall hold the benefit of this
indemnity in trust for those indemnified persons who are not parties to this Security
Agreement.

{xiiy  Forthe purposes hereof:

a. “Contaminant” means any solid, liquid, gas, odour, heat, sound, smoke,
waste, vibration, radiation or combination of any of them resulting directly or
indirectly from hurnan activities that may cause: (i} impairment of the quality
of the natural environment for any use that can be made of it, (ji} injury or
damage to propenty or fe plant or animal life, (lii} harm or materia) discomfort
to any person, (iv) an adverse affect cn the health of any person, (v}
impalrment of the safety of any person, {vi) rendering any property or plant
or animal life unfit for use by man, (vif) loss of enjoyment of normal use of
property, or {viii} inferference with the normal conduct of business, and
includes any pollutant or contaminant as defined In any applicable
Enviranmental Laws and any biological, chemical or physical agentwhich is
regulated, prohibited, restricted or controlled; and

b, "Envircnmental Laws* means the common law and all applicabla federal,
provincial, local, municipal, governmental or quasi-governmental laws, rules,
regulations, policies, guldelines, licences, orders, permits, decisions or
requirements concerning Contaminants, occupational or public health and
safety or the environment and any other order, injunction, judgment,
declaration, notice or demand issued thereunder,

(0} Financial Statements - shall deliver to the Lender, in accordance with the terms of any
Offers of Finance, its interim and annual financial statements, all of which financial
statements shall be signed by an authorized cfficer of the Debtor and prepared in accordance
with generally accepted accounting principles. The Debtor shall at the same time deliver to
the Lender copies of all management reports prepared by the accountants or auditors of the
Dehtor together with any cther statements stipulated in any Offer of Finance;

(P} Offers of Finance - shall comply with all provisions of the Offers of Finance, including
execlting and defivering all such documents as may be necessary to malntain in force the
pre-authorized payment system specified in any Offer of Finance.

5. Collection of Debts. Upan the ocourrence of an event of default, hereunder, the Lender may, without
exercising any of Its other rights or remedies hereunder, give notice of the security interest in, and the
assignment to, the Lender of any debt or liability forming part of the Collateral and may direct such person to
make all payments on account of any such debt or liabllity to the Lender.

6. Waiver of Covenants. The Lender may walve in writing any breach by the Debtor of any of the
provisions contained in this Security Agreement or any default by the Debtor in the observanee or performance
of any covenant or condition required to be observad or performed by the Debtor hereunder, provided that no
such waiver or any other act, failure to act or omission by the Lender shall extend to or be taken in any manner
to affect any subsequent breach or default or the rights of the Lender resulling therefrom,

7. Performance of Covenants by the Lender. |f the Debtor shall fail to perform any covenant on its
part herein contained, the Lender may (n its absolute discretion perform any such covenant capable of being
performed by it, but the Lender shall be under no abligation to do so. 1f any such covenant reguires the
payment of maney or if the Collateral or any part thereof shall become subject to any charge, lien, security
interest or encumbrance ranking in priority to the security Interest created hereby, the Lender may in its
absclute discretion make such payment and/or pay or discharge such charge, lien, security interest or
encumbrance, but the Lender shall be under no obligation to de so. All sums so paid by the Lender, together
with interest at the highest rate chargeable by the Lender from time to time en the Obligations, shali be
payable by the Debtor on demand and shall constitute a charge upon the Collateral. No such performance or
payment shall relieve the Debtor from any default hereunder or any consequences of such default.

8 Appolntment of Monitor, If in the opinion of the Lender, acting reasanably, a material adverse
change has occurred in the financial condition of the Debter, or if the Lender In good falth believes that the
ability of the Debtor to pay any of its obligations to the Lender or to perform any other covenant contained
herein has become impaired or if an event of default has occurred, the Lender may by written nofice to the
Debtor, appoint & monitar (the "Monitor) to Investigate any or a particular aspect of the Collateral, the Debtor
or its business and affairs for the purpose of reporting to the Lender. The Debtor shall give the Monitor its full
co-operation, including full eccess to facilities, assets and records of the Debtor and to its creditors,
customers, contracters, officers, directors, employees, auditors, legal counsel and agents. The Monitor shafl
have no responsibiiity for the affairs of the Debtor nor shall it participate in the management of the Debtor's

affairs and shall incur n llability in respect thereof or atherwise In connection with the Debtor, its business and

affairs or the Collateral. The Monitor shall act solely on behalf of the Lender and shall have no contractual



relationshlp with the Debtor as a consultant or otherwise, The appointment of a Moniter shall not ba regarded
as an act of enforcement of this Security Agreement. All reasonable fees and expenses of the Monitor
(including legal fees and disbursements on a scliclter and own client basis} shall be paid by the Debter upon
submission to it of a written invoice therefor. The Lender may at its option upon the occurrence of an event of
default appoint or seek to have appointed the Meniter as recsiver, recelver and manager, liquidator, or trustee
in bankruptcy of the Debtor or the Collateral or any part thereof.

9. Application of Insurance Proceeds. Any insurance moneys received by the Lender may at the
option of the Lender be applied to rebullding or repairing the Coliatera), or be pald to the Debtor, or any such
rnoneys may be applied in the sole discretion of the Lender, in whole or in part, to the repayment of the
Obligations or any part thereof whether then due or not, with any partial payments to be credited against
principal instalments payable thereunder In inverse order of their maturity dates,

10. No Merger or Novation. The taking of any judgment or the exarclse of any power of sefzure or sale
shall not operate to extinguish the liahility of the Debter to perform its obligations hereunder or to pay the
Obligations hereby secured, shall not operate as a merger of any covenant herein contained or affect the right
of the Lender to interest in effect from time to time hereunder and the acceptance of any payment or other
security shall not constitute or create any novation. The execution and delivery of this Security Agreement or
of any instruments or documents supplemental hereto shall not operate as a merger of 2ny representation,
warranty, term, condition or other provision contained in any other obligation or indebtedness of the Deblor to
the Lender or under any Offer of Finance.

1. Security in Addition. The security hereby constltuted is in addition to any other security now or
hereafter held by the Lender. The taking of any action or proceedings or refraining from so doing, orany other
dealings with any other security for the moneys secured hereby, shall not release or affect the security created
hereby.

12. Partial Discharges. The Lender may in Its sole discretion grant partia) discharges or releases of
sacurity in respect of any of the Collateral on such terms and conditions as It shalt deem fit and no such partial
discharges or releases shall affect the remainder of the security created hereby nor shall it akter the obligations
of the Debtor under the Qbligations or hereunder.

13. Notice of Change, The Debtor shallimmediately notify the Lender in writing of any proposed change
and any actual change in the Debtor's name or address or the location of the Collateral, The Debloragreesto
execute at the Deblor's expense, any instruments, notices or other documents required to effect any
registration which the Lender deems necessary to protect its interest in the Collateral in any jurisdiction.

14. Events of Default, Each of the following events shall constitute an “event of defauft™;
{a} the Debtor does not pay any of the Obligations when due;

(b) the Debtor ceases or threatens 10 cease to carry on Its business or defaults in the
performance or observance of any of the covenants in Sections 4(d), (e}, (I} or {m) or Section
8 hereof,

(¢} if the Debtor defaults in the performance or observance of any condition or covenant
contained in this Security Agreement, other than as referred 1o elsewhere in this Section 14,
in any other security previously, now or hereafter granted to the Lender by the Debtor or in
any other instrument or agreement (including any offer of finance) which the Debtor and the
Lender are parties to (wheiher alone or with others} or issued by either the Company or the
Lendar to the other, and such default continues for ten (10) days afier written notice thereof
to the Debtor by the Lender; ‘

(d) the Debtor becomes hankrupt or insolvent or commits an act of bankruptcy, or any
proceeding is commenced against, by or affecting the Debtor:

(i} seeking to adjudicate It a bankrupt or Insolvent;

(il seeking liquidation, dissolulion, winding wup, restructuring, reorganization,
arrangement, protaction, relief or composition of it or any of its property or debt or
making a proposal with respect fo it under any law relating to bankruptcy, insolvenay,
reorganization or compromise of debts or other similar laws (including, without
limitation, any reorganization, arrangement or compromise of debt under the taws of
its Jurisdiction of incorporation or organization); or

(iif) seeking appointment of a receiver, receiver and manager, liquidator, trustee, agent,
custodian or other similar official for it or for any part of Its. properties and assets,
including the Collateral or any part thereof;

{e) any order or judgment is issued by a court granting any of tha refief referred to in Section
14(d) hereof;
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(@)

{m

)

(k)

)]

{m)

if an encumbrancer or secured creditor shall appoint a raceiver or agent or other similar
offlclal over any part of the Collateral, or take possession of any part of the Collatesal orifany
execution, distress or other process of any court becomes enforceable against any Collateral,
or a distress or like process Is levied upan any of such Collateral;

if the Debtor tekes any proceadings for its dissolution, liquidation or amalgamation with
another company or if the legal or cosporate existence of the Debtor shall be terminated by
expiration, forfeiture or otherwise;

if there is any material misrepresentation or misstatement contained In any certificate or
document delivered by an officer or director of the Debtor In connection with any financing
provided by the Lender;

if any representation, warranty or statement made on behalf of the Debtor in any Offer of
Finance or any instrument made pursuan! thereto is or becomas untrue in any material
respect;

if any guarantor of the obligations of the Debtor to the Lender defauits in the performance of
any condition or covenant in favour of the Lender or If any party to an Instrument or
agreement supplemental or collateral to this Security Agreement or the finaneing provided for
herein defaults thereunder, and such default continues for ten (10) days after written notice
thereof to the Debtor by the Lender;

if the Lender, in good faith and upon commercially reasonable grounds, believes that the
prospect of payment or performance of any of the Obligations is or is about to be Impaired or
that the Collatera! or any part thereof is or is about to be placed In jeopardy,

if voting control of the Debtor as provided for In any Offer of Finance or as subseguenily
effected with the Lender’ prior written consent, shall change without the priorwritten consent
of the Lender; or

if a default occurs under any agresment, promissory note, debt obligation, guaraniee or
otherwise now or hereafter granted to any other bank or financlal Institution by the Debtor.

18, Enforcement. Upon the happening of any event of default, the security granted berein shall becormne
immediately enforceable and the Lender may at its option declare this Security Agreement to be in defaultand
rnay exercise any rights, powers or remedies available to the Lender atfaw or In equity or under the Personal
Property Security Act or other applicable legislation and, in addition, may exercise one or more of the follewing
rights, powers or remedies, which rights, powers and remedies are cumulative:

(a)
(b)

(¢}

(d)

(=)

Ul

)

to declare the full amount of the Obligations to be immediately due and payable;

to terminate the Debtor's right to possassion of the Collateral, cause the Debtor to
immediately assemble and deliver the Collateral at such place or places as may be specified
by the Lender, and enter upon the premises where the Collateral is located and take
immediate possession thereof, whether It Is affixed to the realty or not, and remove the
Coliateral without liability to the Lender for or by reason of such entry or taking of possession,
whether for damage to property caused by taking such or otherwise;

to enter upon and hold, possess, use, repair, preserve and maintain all or any part of the
Collateral and make such replacements thereof and addltions thereto as the Lender shal
deem advisable;

to sell, for cash or credit or part cash and part credit, lease or dispose of or otherwise realiza
upon the whole of any part of the Collateral whether by public or private sale as the Lenderin
its absolute discretion may determine without notice to the Debtor or advertisementand after
deducting from the proceeds of sale (including legal fees and disbursements on a solicitor
and his own client basis) incurred In the repossession, sale, [ease or other disposition of the
Collateral apply the proceeds thereof to the Obligations in the manner and order to be
determined by the Lender, provided however that the Lender shall only be liable fo account to
the Debtor, any subsequent encumbrancers and others for money actually received by the
Lender and provided that the Debtor shall pay any deficiency forthwith;

to appoint by instrument in writing any person or persons to be a receiver or receiver and
manager of all or any partion of the Collateral, to fix the receiver's remuneration and to
remove any receiver so appeinted and appoint another or others in its stead;

to apply to any court of competent jurisdiction for the appointment of a receiver or receiver
and manager for all or any portion of the Collateral;

to retain the Collateral in satisfaction of the Obligations.

16. Powers of Recelver.



(2) Any receiver (which lerm includes arecsiver and manager) shall have all of the powers of the
Lender set forth In this Security Agreement and, in addition, shall have the following powers:

(i) to lease ali or any portion of the Collateral and for this purpose execute contracts in
the name of the Dabtor, which contracts shall be binding upon the Debtor and the
Debtor hereby Irrevocably constitutes such recelver as ils aftorney for such
purposes;

(i} to take possession of the Colfateral, collect all rents, Issues, incomes and profits
derived therefrom and realize upon any additional or collateral security granted by
the Debtor to the Lender and for that purpose may take any proceedings in the name
of the Debtor or otherwise; and

to carry on or concur in carrying on the business which the Debteris conduéﬁng and for that
purpose the receiver may borrow money on the security of the Collateral in priority {o this
Security Agreement;

(b} Any racslver appointed pursuant to the provisions hereof shall be deamed to be the agent of
the Deblor for the purposes of:

(i) carrying on and managing the business and affairs of the Deblor, and

(il eslablishing liability for all of the acts or omissions of the receiver while acting in any
capacity hereunder and the Lender shall not be liable for such acts or omissions,

provided that, without restricting the generality of the foragoing, the Debtor Irrevocably
authorizes the Lender to give instructions to the receiver relating to the performance of its
duties as set out herein.

7. Application of Moneys, All moneys actually received by the Lender or by the receiver pursuant to
Sections 16 and 16 of this Security Agreement shall be appliza:

{a) first, in payment of those claims, if any, of secured creditors of the Debtor (including any
clairns of the receiver pursttant to Section 16(a}, ranking [n priority to the charges created by
this Security Agreement as directed by the Lender or the receiver;

{b) second, in payment of all costs, charges and expenses of and incidental to the appointment
of the receiver (including legal fees and disbursements on a saliciter and own cllent basis)
and the exercise by the receiver or the Lender of all or any of the powers granied to them
under this Security Agreement, including the reasonable remuneration of the Receiverorany
agent or employee of the receiver or any agent of the Lender and all outgoings properly paid
by the receiver or the Lender in exercising their powers as aforesaid;

{c) third, in or towards the payment to the Lender of all other obligations due to it by the Debfor in
such order as the Lender in its sole discretion may determine;

{d) fourth, in or towards the payment of the cbligation of the Debtor to persons if any, with
security interests against Collateral ranking subsequent to those in favour of the Lender ; and

{e) fifth, subject to applicable taw any surplus shall be paid to the Debtor,

8. Possession of Collateral. The Deblor acknowledges thal the Lender or any receiver appointed by it
may take possession of Collateral wherever it may be located and by any method permitted by law and the
Debtor agrees upon request from the Lender or any such Recelver to assemble and deliver possession of the
Collateral at such place or places as directed,

18. Deficiency. The Debtor shall remain liable to the Lender for any deficlency after the proceeds of any
sale, lease or disposition of Collateral are received by the Lender and applied Is accordance with the
provisions of Section 17(¢) hereof,

20. Assignment. This Security Agreerent may be assigned by the Lender to any other person and, if so
assigned, the assignee shall have and be entitled to exercise any and all discretions, rights and powers of the
Lender hereunder, and all references herein to the Lender shall include such assignee. The Debtor may not
assign this Security Agreement or any of its rights or obligations hereunder, This Security Agreement shall
enure ta the benefit of and be binding upon the parties hereto and their respective heirs, executors,
administrators, successors and permitted assigns. In any action brought by an assignee of this Security
Agreement and the security interest or any part thereof to enforce any rights hereunder, the Debtor shall not
assertagainst the assignee any claim or defence which the Debtor now has or hereafter may have against the
Lender.

21, Limited Powaer of Attorney. The Debior hereby appoints the Lender as the Debtor's attorney, with
full power of substitution, in the name and on behalf of the Debtor, to execute, deliver and do all such acts,



deeds, leases, documents, transfers, demands, conveyances, assignments, contracts, assurances, consents,
financing statements and things as the Debtor has agreed to executs, defiver and do hereunder, under any
Offer of Finance or ctherwise, or as may be requirad by the Lender or any recelver to glve effect to this
Security Agreement or in the exercise of any rights, powers ar remedies hereby conferred on the Lender or
any recaliver, and generally to use the name of the Debfor in the exercise of all or any of the rights, powers or
remedies hereby cenferred on the Lender or any receiver, This appointment, being coupled with an interest,
shall not be revaked by the insolvency, bankruplcy, dissolution, liquidatien or other termination of the existence
of the Debtor or for any other reason.

22, Severabllity. Each of the provisions contained in this Security Agreement is distinct and severable
and a declaration of invalidity, illegality or unenforeeability of any such provision or part thereof by a court of
competent jurisdiction shall not affect the validity or enforceabllity of any other provision of this Security
Agreement.

23. Notices, Any notice required or desired to be given hereunder or under any Offer of Finance or under
any instrument supplemental hereto shall be in writing and may be given by personal delivery, by facsimile or
other means of electronic communication or by sending the same by registered mall, postage prepaid, to the
Lender or to the Debtor at their respective addresses set out gbove and, in the case of electronic
communication, to the facsimile numbers set out above, Any notice so delivered shall be conclusively deemed
given when personally delivered and any netice sent by facsimile or other means of elecironic transmission
shall be deemed to have been delivered on the Business Day following the sending of the notice, and any
notice so mailed shall be conclusively deemed given on the third Business Day following the day of mailing,
pravided that in the event of a known disruption of postal service, notice shall not be given by mall. Any
address for notice or payments herein referred to may be changed by notice In writing given pursuant hereto.

Notwithstanding the foregoing, if the Personal Property Security Act requires that notice be givenina
special manner, then such notice or communication shall be given in such manner.

24. General.

{ The Debtor authorizes the Lender to file such financing statements, notices of security
Interest, caveats and other documents and do such acts and things as the Lender may
consider apprepriate to perfect its security in the Collateral, to protect and preserve its
interest in the Collateral and {o realize upon the Collateral.

it} Nothing in this Security Agreement wil in any way obligate the Lender tc advance any funds,
or otherwise make or cause to make credit available to the Debtor, nor will the Lender have
any liability for any fahure or delay In Its part to exercise any rights hereunder,

(i) if more than one Debtor executes this Security Agreement, the obligations of such Debtors
hereunder shall be Joint and several. .

{iv} The divislon of this Security Agreement into sections and the Insertion of headings are for
convenience of reference only and shall not affect the construction or interpretation of this
Security Agreement.

v} When the context s¢ requires, the singular shall include the plural and vice versa and words
importing gender include all genders; all rights, advantages, privileges, immunities, powers
and things hereby secured to the Debtor shall be equally secured to and exercised by its
successors and assigns,

(vi} Time is of the essence in this Security Agreement.

(vi)  The Debfor, if a corporalion, waives the rights, beneflts and protection given by and agrees
that The Limitation of Civil Rights Act and The Land Contracts {Actions} Act, both of
Saskatchewan, shall not apply to this Security Agreement or to any agreement renewing or
extending this Security Agreement or to the rights, powers or remedies of LENDER underthis
Security Agreement ar under any agreement renewing or extending this Security Agreement.

25, Receipt. The Debtor acknowledges that it has received an executed copy of this Security Agreement
and, to the extent permitted by law, waives all rights to receive from the Lender a copy of any financing
statement or financing change statement filed, or any verification statement received, at any time in respect of
this Security Agreement or any supplemental or collateral security granted to the Lender.

[Balance of Page intentionally left blank]



26. Governing Law. This Security Agreement or any amendment or renewal theraof will be governed by
and construed in accordance with the faws of Ontario and the laws of Canada applicable therein and the
Debtor hereby irrevocably atterns to the jurisdiction of the courts of such province. WY EMBEN

T
The Debtor has duly executed this Security Agreement on the & day of Octebef, 2012

2131059 ONTAR| [a]
Per; g cfs




Schedule *A”
Location of Collateral:

Part 5% Lot 18, Cong. 12, Innlsfii being Part 1 on 51R-22928, except Part 4 on 51R-32586; sit easement
over parts 1, 2 and 3 on 51R-32586 as in SC212816, s/t easement in gross over Part 8 on B1R-34165 as
in 8C510541; Barrie and being PIN 58091-1689 and PCL 16-2 Sec 51 Innisfil 12; Part §% of Lot 16, Conc.
12, lanisfil being Part 1 cn 51R-22937; s/t easement in gross over part 6 on 51R-34165 as in SC510541;
Bartle and being PIN 58091-0288 and known collectively as “Mapleview”



Schedule "B”

PERMITTED ENCUMBRANCES

D)
(it}
(if)

(iv)

v

(vi)

{vii)

liens for taxes, assessments, governmental charges or levies not at the time due;

easements, rights of way or other similar rights in land which in the aggregate do not
materially impair the usafulness in the business of the Debtor of the property subject thereto;

rights reserved to or vestad in any municipal, governmental or other public authority by the
terms of any lease, licence, franchise, grant or permit, or by any statutory provision, to
terminate the same or to require annual or other periadic payments as a condition to the
continuance thereof,

any charge, lien, security interest or encumbrance the validity of which is being contested by
the Debtor in good faith and in respect of which either there shall have been deposited with
LENDER cash in an amount sufficient to satisfy the same or LENDER shall be otherwise
satisfied that its interests are not prejudiced thereby;

validly perfected security given by the Debtor to its bankers on its Inventory or under
assignments of its accounts receivable, except to the extent that such accounts receivable
represent proceeds of the sale or disposition of Equipment or Real Property; and

purchase money security interests consisting of any validly perfected charge, lien, security
interest or other encumbrance, created, assumed or arising by operation of [aw after the date
herecf, to provide or secura the whole or any part of the consideration for the acguisition of
tangible personal property other than Inventory, where

(A) the principal amount secured thereby does not excaed the cost {o the
Debtor of such property,

{B) the Debtors obligation to repay is secured only by the property so acquired by the
Debtor,

{C} the properiy is not being acquired as a replacement or substitution for property and
assets which are specifically charged hereby, and

18] such security includes the renewal or refinancing of any such purchase money
security interest on the same property provided that the indebtedness secured and
the security therefor is not Increased and remains validly perfected.

PPSA registrations
(A Priority: First
Secured Party: MarshaliZehr Group Inc.
Collateral: Inventory, Equipment, Accounts, Other, MV
Explry: January 5", 2015
Registration # 20091224 1257 18582 2534
File # 658408166
(B} Priority: Second
Secured Parly: Sussman Morigage Funding Inc.
Collateral: Investment, Equipment, Accounts, Other, MV
GSA dated December 30", 2009
Expiry: December 24, 2014

Registration #: 20100105 1430 2474 0221



MARSHALLZEHR GROUP INC,
SECURITY AGREEMENT

To: MARSHALLZEHR GROUP INC. (the “Lender”)
465 Phillip Streat #206
WATERLOO ON, N2L 6C7
Facsimile No. (519-342-0851)

From: BAYWOOD HOMES PARTNERSHIP, by its Partners
628353 Ontarlo Limited, 778788 Ontario Limited,
Neri Gorp., Corner Worid Developments Inc. and
Vaughancord Holdings Inc., (collectively referrad to as the “Debtor”)
1140 Sheppard Avenue West, #12
TORONTO ON M3K 2A2
Fax: {Hb) 633 79/

1. General Securlty Interest. As security for the payment and performance of all present and future
Indebtedness, liabllities and obligations of the Debtor io the Lender, whether direct or indirect, absolute or
contingent, liquidated or unliquidated, as princlpal or as surety, alone or with others, of whatsoever nature or
kind, in any currency or otherwise, under or in respect of agreements or dealings between the Debtor and
Lender or agreements or dealings between the Debtor and others by which the Lender may be or become in
any manner whatsoever a creditor of the Debtor including, without limitation, Obligations under (i) any and al;
letter agreements and offers to finance/or offers to Jease (the "Offers of Finance®) entered into by the Debtor
and the Lender from time to time, (ii) any promissory notes, guarantees or indemnities executed by the Debtor
in favour of the Lender, and (ifi) this Security Agreement (all such Indebtedness, liabilities, obiigations,
expendifures, costs and expenses are hereinafter collectively referred to as the “Obligations™, the Debtor
hereby assigns, charges, pledges, marlgages and grants to the Lender a security Interest In al! of the
undertaking, properly and assets of the Deblor, both real and personal, immoveable and moveable, tangible
and Intangible, legal and equitable, of whatsoever nature and kind wheresoever situate, now owned ar
hereafter acquired by or on behalf of the Debtor or in respect of which the Debtor now or hereafier has any
right, tille or interest (all of which is hereinafter called the “Collateral”), including without limitation:

{a) Intangibles - all intangible property including without iimitation book debts and accounts, al!
contractual rights and insurance claims, licences, computer software, warranties, ownership
certificates, patents, trademarks, trade names, goodwili, copyrights and other industrial
property of the Debtor;

{b) Books & Records - all of the Debtor's, manuals, publlcations, letters, deeds, documants,
writings, papers, invoices, books of account and other books refating to or being records of
debts, chattel paper or documents of title or by which such are or may hereafter be secured,
evidenced, acknowledged or made payable;

(c) Equipment - all of the Debtor's tools, machinery, equipment, apparatus, furniture, plants,
fixtures, vehicles and other tangible perscnal property, other than Inventory {as defined
below}, (collectively, the “Equipment”) inciuding, without limitation, the Equipment described
in Scheduls *A* hereto;

{d) Inventory - all of the Deblor's tangible personal property held for sale or lease or that have
been leased or that are to be furnished or have been furnished under a contract of service, or
thal are raw materlzls, work in process, or materials used or consumed In a business or
profession (collectively, the "Inventory");

(&) Real Proparty - all of the Debtor's real and immovable property, both freehold and
leasehold, now or hereafter owned, acquired or occupled by the Debior, together with alf
bufldings, erections, improvements and fixtures situate upon or used in connection therewith,
including any lease, verbal or written or any agreement therefor, (collectively, the “Real
Property”) provided, however, the last day of any term of any such lease, verbal orwritten, or
any agreement therefor now held or hereafter held by the Debtor, is excepted out of the Real
Property charged by this Security Agreement, but should such charge become enforceable
the Debtor shall thereafter stand possessed of the last day of such leasehold interest upon
trust to assign and dispose thereof as Lender may direct;

4] Other Property - the Debtor's undertaking and afl of the Debtor's other property and assets
including, without limitation, uncalled capltal, judgments, rights, franchises, chattel paper,
documents of title, goods, instruments, money and securities (as those terms are defined in
the Personal Property Security Act governing this Securlty Agresment); and

(@) Proceeds - all of the Deblor's property in any farm derived direcily or indirectly from any use
or dealing with the Cellateral or that indemnifies or compensates for ioss of or damage lo the
Collateral {collactively, the “Proceeds*).



2, Attachment, The securily interest given hereunder will attach immediately upon the execution of this
Securily Agreement. The security Interest granted hereby has not been postponed and will attach to any
particular Collateral as soon as the Debtor has rights in such Collateral.

3

as follows:
(a)
(b)
(¢}

4,

@

Reprasentations and Warranties of the Debtor. The Debtor represents and warranis to the Lender

The Debtor now owns of will own the Collateral, as the case may be, fres and clear of any
prior lien, security interest or encumbrance save and except for the security interest granted
hereby and for those encumbrances as shown in Schedule "B" which have been validly
perfected ("Parmitted Encumbrances™);

This Security Agreement has been properly authorized and constilutes a legafly valid and
binding obligation of the Debtor;

The authorization, creation, execution and delivery of this Security Agreement and
compliance with its terms

{i) does not and shall not contravene any applicable law, regulation, rule, order,
judgment or injunction or the charter documents, by-laws or any unanimous
shareholders’ agreement of the Debtor; and

(I does not and shall not result in a breach of or a default under any indenturs,
instrument, lease, agreement or undsrtaking to which the Debtor Is a party or by
which it or the Collateral is or may become bound.

General Covenants, The Debtor hereby declares, covenants and agrees that it:

Pay Costs - shall pay all costs and expenses {including legal fees and disbursements ona
solicltor and own client basis) of Lender incidental to or which in any way relates to this
Security Agreement ar Its enforcement, including (f) the preparation, execution and flling of
thls Security Agreement and any Instruments postponing, discharging, amending, extending
or supplementat to this Security Agreament or any security required by any Offer of Finance
("Lender's Security™); (i) perfecting and keeping perfected Lender's Security; {iii) maintaining
the intended priority of Lender's Securlty on all or any part of the Collateral; {Iv} taking,
recovering or possessing the Collateral; (v) taking any actions or ather proceedings to
enforce the remedies provided herein or otherwise in relation to this Security Agreement or
the Collateral, or by reason of a default under Lender's Security or the Offer of Finance or the
nen-payment of the moneys hereby secured; (vi) taking proceedings, giving notices and
glving responses required under any applicable law concerning or relating to Lender
Security, including compliance with the provisions of applicable bankruptey, insclvency,
personzl property security and morigage enfoercement legislation; (vil) responding o or
participating in proceedings In the nature of those described In Sections 14(d), (e) and (f)
hereof; and {viii} obiaining the advice of counsel and other advisors In relation to the
foregeing;

all such costs and expenses and other monles payable hereunder, together with interest at the
highest rate chargeabie by Lender from time to time on the Obligations, shall form part of the
Obiligations, shall be payable by the Debtor on demand and shall be secured hereby;

{b}

{©)

{d)

(e)

Yo Pay Rents and Taxes - shall pay all rents, taxes and assessments lawfully imposed
upon the Real Property where the Collateral is ocated or any part thereof when the same
become due and payable, and shall show to Lender on request receipts for such payment;

Yo Maintain Corporate Existence and Securlty - shall malntain its corporate existencs,
shall maintaln the security hereby created as valid, effective and perfected security at al!
times, shall observe and perform all of its obligations under leases, licences and other
agreements to which it is a party so as to preserve and protect the Collateral and its value:

Not to Sell - shall not, except for Inventory sold In the ordinary course of business and
except as otherwise permitted hereunder, remove, destroy, lease, sell or atherwise dispose
or part with possession of any of the Collateral; provided that the Debtor may sell or
otherwiss dispose of furniture, machinery, equipment, vehlcles and accessories which have
become worn out or damaged or otherwise unsuitable for their purposes ¢n condition that it
shall substitute therefor, subject to the lien herecf and free from prior llens, security interests
or encumbrances, property of equal value so that the security hereby constituted shalf not
thereby be in any way reduced or impalred;

No Other Liens - shall not creats, assume or suffer to exist any charge, lien, federal or
provincial government priority claim arising pursuant fo statute including any deemed trust,
security interest or encumbrance upon any Collateral other than Permitted Encumbrances.
No provigion hereof shall be construed as a subordination or postponement of the security
interest created hereunder to or In favour of any other charge, lien, security interest or
encumbrance, whether or not itis a Permitied Encumbrance, except that the Debtor may give
security fo its bankers on lts [nventory or under assignments of its accounts recelvable



(

(@)

(m

®

)

{K)

U

(m)

{except to the extent that such accounts recelvable represent proceeds of the sale or
disposition of Equipment or Real Property) and such security, if validly perfected, shall rank
priorto the interest granted hereby an such Inventory and accounts recelvable withaut further
action by the Lender.

To Hold Proceeds of Unauthorized Sale in Trust - in the event the Collateral or any part
thereof is sold or disposed of prior to the full discharge of this Security Agreemant by the
Lender, in any manner not authorized by this Security Agreement, shall hold all procesds of
such safe or disposition received by the Deblor as trustee for the Lender until the Debler has
been fully released from this Security Agreement by the Lender;

Jolnsure - shall keep insured the Collateral to its full Insurable value orin such amounts as
the Lender may reasonably require agalnst all risks, with insurers approved by the Lender
and will pay ail premiums necessary for such purposes as the same shall become due: the
proceeds under alt pollcies of insurance are hereby assigned to the Lender subject to
Permitted Encumbrances as further security hereunder and shall be payable to the Lender as
its interest may appear and contain such morigage clauses as the Lender may reqire; such
policies or contracts shall be in terms reasonably satisfactory to the Lender and at the
request of the Lender shall be delivered to and held by the Lender subject to the rights of the
holders of Permitted Encumbrances;

To Furnish Proofs - shall forthwith on the happening of any loss or damage furnish at its -

expense all necessary proofs and do all necessary acts to enable the Lender to obtain
payment of the insurance moneys subject to the rights of the holders of Permitted
Enctimbrances;

Inspection by the Lender - shall aliow any employees or third parties retained by the
Lender at any reasenable time to enter the premises of the Debter or others to inspect the
Collateral and to Inspect the books and records of the Deblor relating to the Collateral and
make extracts therefrom, and shall permit the Lender prompt access to such other persons,
as the Lender may deem necessary or desirable for the purposes of inspecting or verifying
any matters relating to any part of the Collateral or the books and records of the Debtor
relating to the Collateral, provided that any information so obtained shali be kept confidential,
save as required by the Lender in exercising ifs rights hereunder or pursuant to any
applicable law or court order. The Debtor shall pay all costs and expenses of third parties
{including fegal fees and disbursements on a solicitor and own client basis) retained by the
Lender for purpeses of inspection under this Section 4(i);

Use and Maintenance - shall cause the Equipment and Inventory to be operated in
accordance with any applicable manufacturer's manuals or instructions, by competent and
duly qualified personnel. Any and all additions and accessions to and parts and
replacernents for the Equipment or Inventory shall immedtately become subject to the
securily interest created hereby. The Deblor shall not change the intended use of the
Collateral without the prior written consent of the Lender which will not be unreasonably
withheld or delayed;

Location of Collateral - shall keep the Colfateral at the locations set forth in Schedule "A"
hereto, except for goods in transit to such locations, or Inventory on lease or consignment, or
with the prior wriften consent of the Lender:

No Affixation - shall not permit the Collateral to be attached to or afiixed to real or other
personal property without the prior writtern consent of the Lender which will not be
unreasonatbly withheld or delayed. The Debtor shall obtain and dellver to the Lender such
waivers as the Lender may reasonably request from any owner, landlord ar mortgages of
premises on which the Collateral is located or to which the Collateral may become affixed or
attached. The Debfor shall promptly do, execute and deliver all such further acts,
documents, agreements or assurances as the Lender may reasonably require for giving
effact to the intent of this Security Agreement and shall register such notice or documents
against the title to such premises as the Lender may reasonably request to protect its
interests hereunder and shall mairtain plates or marks showing the name of the Lender upon
the Collateral as requested:;

Not to Rempve - pricr to moving any of the Collateral from any location indicated in
Schedule “A" hereto, or to leasehold property, the Debtor shall effact such further
registrations and obtain such other consents and give such other security, at the sole cost
and expense of the Debtor, as may be required or desirable to protact or preserve the
security hereby created and to maintain the priority intended to be granted to the Lender
hereunder as against ali others including landlords, and the Debtor shall forthwith notify the
Lender of the intended removal and the action proposed to be taken;

Compliance with Environmental Laws



]

(i)

{iiiy

{v}

v

i)

iy

(i)

{ix)

{x)

{xl)

shall conduct and maintain its business, operations, Rea! Property and the Collateral
50 a5 to comply in all respects with all applicable Environmental Laws, including
obtaining all necessary licenses, permits, consents and approvais required to own or
operate the Coliateral and the business carried out on, at or from the Real Property;

except as specifically permiited by the Lender in writing, it shall not permit or suffer
to exist, Contaminants or dangerous or potentially dangerous conditions in, on or
below the Real Property Including, without limitation, any polychlorinated biphenyls,
radio-active substances, underground storage tanks, asbestos or urea formaldehyde
foam insulation;

has no knowledge of the existence of Contaminants or dangerous or potentially
dangerous conditions af, on or under the Real Property or any properties in the
vicinity of the Real Property which could affect the Real Property or the market value
thereof or In [evels that exceed the standards in Environmential Laws;

has no knowledge of the Real Property, or any portion thereof, having been used for
the disposal of waste;

has not given or received, nor does it have an obligation to glve, any notice, claim,
communieation or information regarding any past, present, planned or threatened
treatment, storage, disposal, presence, refease ar spill of any Contaminant at, on,
under or from the Real Property or any property in the vicinity of the Real Property,
including any notice pursuant to any Environmental Laws or any environmental
report or audit, The Debtor shall notify the Lender promptly and In reasonable detail
upon recelpt of any such claim, notice, sommunlcation orinformation or If the Debtor
becomes aware of any violation or pofential violation of the Debtor of any
Environmental Laws and shal! describe therein the action which the Debtor intends
to take with respect fo such matter;

shall at the Debtor's expense establish and maintain a system to assure and monltor
continued compliance with, and to prevent the contravention of, Environmental Laws,
which system shall include pericdic reviews of such compliance systermn and the
Debtor shail provide an annual report to the Lender regarding the Debtor's
environmental performance, and the effactiveness of such systern;

shall promptly advise the Lender In writing of any material adverse change in the
environmental or other legal requirements affecting the Debtor or tha Collateral or
the Real Property upon the Debtor becoming aware of any such change, and the
Debtor shall provide the Lender with a copy of any of the orders, by-laws,
agreements or other documents pursuant to which any such change is effected or
documented;

shall at the Deblor's expense promptly take or cause to be taken any and all
necessary remedial or clean-up action in response to the presence, storage, use,
disposal, transportation, release or discharge of any Contaminant in, on, under or
about any of the Real Property, or used by the Debtor, in compliance with all materfal
laws including, without [imitation, Environmental Laws, and in accordance with the
orders and directions of all applicable federal, state, provincial, municipal and local
governmental authorities;

shall deliver to the Lender a true and complete copy of all environmental audits,
evaluations, assessments, studies or fests relating to the Real Property, the
Collateral or the Debtor now In its possession or contrel or forthwith after the
completion thereof, or upon such materials ¢oming into the Debtor's possession or
control;

shall atthe Debtor's expense, if reasonably requested by the Lender In writing, retain
an envircnmental consuitant acceptable fo the Lender, acling reasonably, {o
undertake environmenta! tests and to prepare a report or audit with respect to the
Real Property and deliver same to the Lender for its review; and

shall indemnify and save harmless the Lender, its officers, direciors, employees,
agents and shareholders from and against all [osses, llablities, damages or cosis
{(including legal fees and disbursement on a sclicitor and own client basis) suffered
including, without limitation, the cost or expense of any environmental investigation,
the preparation of any environmental or similar report, and the costs of any
remediation arlsing from or relating to any breach of the foregoing covenants of this
Section 4(n} , any breach by the Debtar or any other person now or hereafter having
an inferest in the Coltateral or the Real Property which is asseried or claimed against
the Lender; the presence, in any form, of any Contaminant on or under the Real
Property, or the discharge, release, spill or disposal of any contaminant by the
Debtor, which is asserted or claimed agalnst any of these indemnified persons. This
indemnity shall survive the payment in full of all amounts secured hereby and the



_discharge of this Security Agreement. The Lender shall hold the benefit of this
indempity in trust for those indemnified persons who are not parties to this Security
Agreement.

{(xiiy  For the purposes hereof:

a, "Contaminant” means any solid, liquid, gas, odour, heat, sound, smoke,
waste, vibration, radiation or combination of any of them resulting directly or
Indirectly from human activities that may cause: (I} Impairment of the quality
of the natural environment for any use that can be made of it, (§) Injury or
damage to property or to plant or animal fife, {{li} harm or material discomfort
to any person, {iv} an adverse affect on the health of any person, (v}
impairment of the safety of any person, (vi) rendering any property or plant
or animal life unfit for use by man, {vil) loss of enjoyment of normal use of
property, or {viif) interference with the normal conduct of business, and
includes any pollutant or confaminant as defined in any applicable
Environmental Laws and any biologlcal, chemieal or physical agent whichis
regulated, prohibited, restricted or controlled; and

b. “Environmental Laws” means the common law and all applicable federal,
provincial, local, municipal, governmental or quasi-governmental laws, rules,
regulations, policies, guidelines, licences, orders, permits, decisions or
requirements concerning Contaminants, cceupational or public health and
safety or the environment and any other order, injunction, judgment,
declaration, notice or demand Issued thereunder,

()] Financial Statements - shall deliver to the Lender, in accordance with the terms of any
Offers of Finance, its interim and annual financial statements, all of which financial
stalements shall be signed by an authorized officer of the Debtor and prepared in accordance
with generally accepted accounting principles. The Debtor shall at the same fime deliver to
the Lender copies of all management reports prepared by the accountants or auditors of the
Debtor together with any other statements stipulated In any Offer of Finance;

{r) Offers of Finance - shall comply with all provisions of the Offers of Finance, including
executing and delivering all such documents as may be necessary to maintain in force the
pre-authorized payment system specified in any Offer of Finance.

5. Collection of Debts. Upon the cccurrence of an event of default, hereunder, the Lander may, without
exercising any of lts other rights or remedies hersunder, give notice of the secusliy interast in, and the
assignment to, the Lender of any debt or liability forming part of the Collateral and may direct such person to
make all paymants on account of any such daebt or liability to the Lender,

8. Walver of Covenants. The Lender may waive in writing any breach by the Debtor of any of the
provisions contained in this Security Agreement or any default by the Debtor in the observarice or performance
of any covenant or condition required to be ohserved or performed by the Debtor hereunder, provided that no
stich waiver or any other act, failure to act or omission by the Lender shal} extend to or be taken in any manner
lo affect any subsequent breach or default or the rights of the Lender resulling therefrom.

7. Performance of Covanants by the Lender, If the Debtor shall fail to perform any covenant on its
part herein contained, the Lender may in its absolute discretlon perform any such covenant capable of being
performed by it, but the Lender shall be under no obligation to do se. If any such covenant requires the
payment of money or if the Coliateral or any part thereof shalt become subject to any charge, lien, security
interast or encumbrance ranking in prlority to the security interest created hereby, the Lender may in its
absolute discretion make such payment andfor pay or discharge such charge, lien, securily interest or
encumbrance, but the Lender shall be under no obligation to do so, All sums so paid by the Lender, together
with interest at the highest rate chargeable by the Lender from time 1o time on the Obligations, shall be
payable by the Debtor on demand and shall constitute a charge upon the Collateral. No such performance or
payment shall relieve the Debtor from any default hereunder or any consedquences of such default,

B. Appointment of Monitor, M in the opinlon of the Lender, acting reasonably, a material adverse
change has occurred in the financial condition of the Deblor, or if the Lender in good faith believes that the
ability of the Debtor to pay any of its obligations to the Lender or to perform any other covenant contained
herein has become impaired or if an event of defauit has occurred, the Lender may by writien notice to the
Debtor, appolnta monltor {the “Monitor') to investigate any or a particular aspect of the Collateral, the Debtor
orits business and affairs for the purpose of reporiing to the Lender. The Debtor shall give the Monitor its full
co-operation, including full access to facilities, assels and records of the Deblor and to its creditors,
customers, contractars, officers, directors, employees, auditors, legal counsel and agents. The Monitor shall
have no responsibility for the affairs of the Debtor nor shall it parficipate in the management of the Debtor's
affairs and shall incur no Nability In respect thereof or othenwise in connection with the Debtor, its businass and
affalrs or the Collateral. The Monitor shall act solely on behaif of the Lender and shall have no contractual
relationship with the Debtor as a consuitant or otherwise. The appointment of a Monitor shail not be regarded
as an act of enforcement of this Security Agreement.  All reasonable fees and expenses of the Monitor
(including legal fees and disbursements on a soliciter and own client basls) shall be paid by the Debtor upon



submission to it of a written Invoice therefor. The Lender may at Its option upon the occurrence of an event of
default appoint or seek to have appointed the Monitor as recelver, recelver and manager, liquidator, or trustee
in bankruptey of the Debtor or the Collateral or any part thereof,

9, Application of Insurance Proceeds. Any insurance moneys received by the Lender may at the
option of the Lender be applied to rebullding or repairing the Collateral, or be pald to the Debtor, or any such
moneys may be applied in the sole discretion of the Lender, in whole or In part, to the repayment of the
Obligations or any part thereof whether then due or not, with any pariial payments to be credited against
principal instalments payable thereunder In inverse order of their maturity dates.

10. No Merger or Novation. The taking of any judgment or the exercise of any power of seizure or sale
shal not oparate to extinguish the liability of the Debtor to perform its obligations hereunder or to pay the
Obligations hereby secured, shall not operate as a marger of any covenant hereln contalined or affectthe right
of the Lender to interest in effect from time to time hereunder and the acceptance of any payment or other
security shall not constilute or create any novation, The execution and delivery of this Security Agreament or
of any Instruments or documents supplemental hereto shall net operate as a merger of any representation,
warranty, term, condition or other provision contaired in any other obligation or indebtedness of the Debtorto
the Lender or under any Offer of Finance.

11. Security in Addition. The security hereby constituted Is In addition to any othar security now ar
hereafter held by the Lender. The taking of any action or proceedings or refraining from so dolng, or any other
dealings with any other security for the moneys secured hereby, shall not release or affect the security craated
hereby,

12, Partial DIscharges. The Lender may In its sole discretion grant partial discharges or releases of
security in respect of any of the Collateral an such terms and conditions as it shali deem fitand no such partial
discharges or releases shall affect the remainder of the security created hereby nor shal it alter the chligations
of the Debtor under the Obligations or heraunder.

13, Notice of Change. The Debtor shall Immexdiately nofify the Lencler in writing of any proposed change
and any actual change in the Debtor's name or address or the location of the Coliateral. The Debtor agrees to
execute at the Debtor's expense, any instruments, nolices or other documents required to effect any
registration which the Lender deems necessary to protect its interest in the Collateral in any Jurisdiction,

14, Events of Defaulf. Each of the following events shall constitute an *event of default™
(@) the Debtor does not pay any of the Obligations when due;

{b) the Debtor ceases or threatens to cease lo carry on its business or defaulls in the
performance or observance of any of the covenants in Sections 4(d), (e), (i} or {m) or Section
8 hereof;

{c) if the Debtor defaults in the performance or obsarvance ‘of any condiion or covenant
contained in this Security Agreement, other than as referred to elsewhere in this Section 14,
in any other security previously, now or herezfter granted to the Lender by the Debtor or in
any other instrument or agreement {including any offer of finance) which the Debtor and the
Lender are parties to {whether alone or with others) or Issued by either the Company or the
Lender to the other, and such default continues for ten {10) days after written notice thereof
to the Debtor by the Lender;

{d) the Deblor becomes bankrupt or insolvent or commits an act of bankruptcy, or any
proceeding is commenced against, by or affecting the Debtor:

(B seeking to adjudicate it a bankeupt or insolvent;

i) seeking liquidation, dissolution, winding up, restructuring, reorganization,
arrangement, protection, relief or composition of it or any of its property or debt or
making 2 proposal with respect to it under any faw relating to bankruptcy, insolvency,
reorganization or compromise of debts or other similar Jaws {including, without
limitation, any reorganization, arrangement or compromise of debt under the laws of
its jurisdiction of incorporation or organization); or

(il seeking appolntment of a receiver, receiver and manager, liquidator, trustee, agent,
custodian or other similar official for it or for any part of its propertles and assets,
including the Collateral or any part thereof;

(e} any order of judgment is issued by a court granting any of the relief referred to in Section
14(d}) herecf;

fi if an encumbrancer or secured creditor shall appoint a receiver or agent or other similar
officiat over any part of the Collateral, or take possession of any part of the Coliateral or if any
executlan, distress or othar process of any court bacomes enforceable againstany Collateral,
or a distress or like process is levied upon any of such Coltateral;



(@)
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0

{(m)

if the Debtor takes any proceedings for its dissolution, liquidation or amalgamation with
another company or if the legal or corporate existence of the Debtor shall be terminated by
expiration, forfeiture or ctherwise;

if there is any material misrepresentation or misstatement contained In any certificate or
document delivered by an officer or director of the Debtor in connection with any financing
provided by the Lender;

if any representation, warranty or statement made cn behalf of the Debtor in any Offer of
Finance ar any istrument made pursuant thereto is or becomes untrue in any material
respect;

if any guarantor of the obligations of the Debtor to the Lender defaults in the performance of
any condition or covenant In favour of the Lender or if any party to an instrument or
agreement supplemental or coliateral to this Security Agreement or the financing provided for
herein defaults thereunder, and such default continues for ten (10) days after written notice
thereof to the Debtor by the Lender;

if the Lender, in good faith and upon commercially reasonable grounds, believes that the
prospect of payment or performance of any of the Obligations Is or is about fo be impaired or
that the Collateral or any part thereof is or is about to be placed In Jeopardy;

if voting control of the Debior as pravided for in any Offer of Finance or as subsaquently
effected with the Lender pricr written consent, shall change without the prior written consent
of the Lender; or

if a default occurs under any agreement, promissory note, debt obligation, guarantee or
otherwise now or hereafter granted to any other bank or financial institutior: by the Debtor.

18, Enforcement. Upon the happening of any event of default, the security granted hergin shalf becorne
immediately enforceable and the Lender may at its option declare this Security Agreement to be In default and
may exercise any rights, powers or remedies available to the Lender at law or in equity or under the Personal
Property Security Act or other applicable leglslation and, in addition, may exercise one or more of the following
rights, powers or remedias, which rights, powers and remedies ara cumulative;

' {a)
()

()

()

{e}

U]

(9)

1o declare the full amount of the Obligations to be immediately due and payable;

to terminate the Debtor's right to possession of the Collateral, cause the Debtor {o
immedlately assemble and deliver the Collateral at such placa or places as may be specified
by the Lender, and enter upon the premises where the Collateral is located and take
Immediate possession thereof, whether 1t is affixed to the realty or not, and remove the
Coliateral without ability to the Lender for or by reason of such entry or taking of possession,
whether for damage o property caused by taking such or otherwise;

to enter upon and hold, possess, use, repair, preserve and maintain all or any part of the
Coltateral and make such replacements thereof and additions thereto as the Lender shall
deem advisable;

to sell, for cash or credit or part cash and part credit, lease or dispose of or otherwise realize
upon the whole of any part of the Coliateral whether by public or private sale as the Lender in
its absolute discretion may determine without notice to the Debtor or advertisesment and after
deducting from the proceeds of sale {including legal fees and disbursements on a solicitor
and his own client basis) incurred in the repossession, sals, leasa or other disposition of the
Collateral apply the proceeds thereof to the Obligations in the manner and order to be
determined by the Lender, provided however that the Lender shall only be liable to account to
the Debtor, any subseguent encumbrancers and others for money actually received by the
Lender and provided that the Debtor shall pay any deficiency forthwith;

to appoint by instrument in writing any person or persons to be a receiver or receiver and
manager of all or any portion of the Collateral, to fix the receiver's remuneration and to
remove any receiver so appainted and appoint ancther or others in ifs stead;

te apply to any court of competant jurisdiction for the appointment of a receiver or receiver
and manager for all or any portion of the Collateral;

to retain the Collateral in salisfaction of the Obligations.

186, Powers of Receiver.

(a)

Any recelver {(which term Includes a receiver and manager) shall have all of the powers of the
Lender set forth in this Security Agreement and, in addition, shall have the following powers:

—

—



1] to lease all or any portion of the Collateral and for this purpose execute contracts in
the name of the Debtor, which contracts shall be binding upon the Debtor and the
Debtor hereby irrevocably constiutes such receiver as Its aiterney for such
purposes;

(i} to take possession of the Collateral, coliect all rents, Issues, Incomes and profits
derived therefrom and realize upon any additiona!l or collateral security granted by
the Debtor to the Lender and for that purpose may take any proceedings in the name
of the Debtor or ctherwise; and

1o carry on or concur in carrylng on the business which the Debtor is conducting and for that
purpose the receiver may borrow money on the security of the Collateral in priority to this
Security Agreement;

{b) Any receiver appointed pursuant o the provisions hereof shall be deemed to be the agent of
the Debtor for the purposes of:

(i) carrying on and managing the business and affairs of the Debtor, and

(i) establishing liability for all of the acts or omissions of the recelver while acting In any
capacity hereunder and the Lender shall not be liable for such acts or omissions,

provided that, without restricting the generality of the foregoing, the Debtor Irrevocably
authorizes the Lender to give Instructions to the receiver relating to the performance of its
duties as set out herein.

17. Application of Meneys. All moneys actually recelved by the Lender or by the receiver pursuant to
Sections 15 and 16 of this Security Agreement shall be applied:

(a) first, in payment of those claims, if any, of secured creditors of the Debtor (including any
claims of the receiver pursuant to Section 18(a), ranking in priority to the charges created by
this Securlty Agreement as directed by the Lender or the recelver;

{b) second, in payment of all costs, charges and expenses of and incidenta) to the appeintment
of the recelver (in¢luding legal fees and disbursements on a selicitor and own client basis)
and the exercise by the receiver or the Lender of all or any of the powers granted to them
under this Security Agreement, including the reasonable remuneration of the Recelver or any
agent or employee of the receiver or any agent of the Lender and all oufgoings properly paid
by the receiver or the Lender in exercising thelr powers as aforasaid;

{c) third, in or towards the payment to the Lender of all other obligations due fo it by the Deblor in
such order as the Lender in its sole discretion may determine;

{d} fourth, in or towards the payment cf the obligation of the Debtor to persons if any, with
security interests against Collateral ranking subsequent to those in favour of the Lender ; and

(e fifth, subject to applicable law any surplus shall be paid tc the Debtor.

18. Possession of Collateral. The Debtor acknowledges that the Lender or any receiver appointed by it
may take possession of Collateral wherever it may be located and by any method permitied by law and the
Debtor agrees upon request from the Lender or any such Receiver to assemble and deliver possession of the
Collateral at such place or places as directed.

19. Deficlency. The Debtor shall remain liable to the Lender for any deficiency after the proceeds of any
sale, lease or disposition of Collateral are received by the Lender and applied is accordance with the
provigions of Section 17{c) hereof,

20. Assignment. This Security Agreement may be assigned by the Lender to any other parson and, if so
assigned, the assignee shall have and be enfitied to exercise any and all discretions, rights and powers of the
Lender hereunder, and all references herein to the Lender shall include such assignee, The Debtor may ot
assign this Security Agreement or any of its rights or obligations hereunder, This Security Agreement shall
enure to the benefit of and be binding upon the parties hereto and their respective heirs, executors,
administrators, successors and permitted assigns. In any action brought by an assignee of this Security
Agreement and the security interest or any part thereof to enforce any rights hereunder, the Debtor shall not
assert agalnst the assignee any claim or defence which the Debtor now has or hereafter may have against the
Lender.

21, Limited Power of Attorney. The Debtor hereby appoints the Lender as the Debtor's attorney, with
full power of substitution, in the name and on behalf of the Debtor, to execute, deliver and do alf such acts,
_deeds, leases, documents, transfers, demands, conveyances, assignments, contracts, assurances, consents,
finanging statements and things as the Debtor has agreed to execute, deliver and do hereunder, under any
Offer of Finance or otherwise, or as may be required by the Lender or any receiver o give effect to this
Security Agreement or in the exercise of any rights, powers or remedies hareby conferred on the Lender or



any receiver, and generally to use the nama of the Debtor in the exercise of all or any of the rights, powers or
remedies hereby conferred on the Lender or any receiver. This appointment, being coupled with an interest,
shall not be revoked by the insolvency, bankruptcy, dissolution, liquidation or other termination of the existence
of the Debtor or for any other reason.

22 Severability, Each of the provisions contained in this Security Agreement is distinct and severable
and a declaration of invalidity, illegality or unenforeeabiiity of any such provision or part thereof by a court of
competent jurisdiction shall not affect the validity or enforceabllity of any other provision of this Security
Agreemaent,

23. Notices. Any notice required or desired to be given hereunder or under any Offer of Finance orunder
any instrument supplemental hereto shall be in writing and may be given by personal delivery, by facsimile or
other means of eleciranic eommunication or by sending the same by reglstered mail, postage prepaid, to the
Lender or to the Debtor at their respective addresses set out above and, In the case of electronlc
cornmunication, to the facsimile numbers set out above. Any notice so delivered shall be conclusively deemed
given when personally delivered and any notice sent by facsimile or other means of slectranic transrmission
shall be deemed io have been deliversd on the Busiess Day following the sending of the notice, and any
notice so malled shall be conclusively deemed given on the third Business Day following the day of mailing,
provided that in the event of a known disruption of postal service, notice shail not be given by mall. Any
address for notice or payments herein referred to may be changed by notice in writing given pursuant hereto,

Notwithstanding the foregoing, if the Persanal Property Security Act requires that notice begivenina
special manner, then such notice or communication shall be given in such manner.

24, General,

[0 The Debtor authorizes the Lender to flle such financing statements, notices of security
interest, caveats and other documents and do such acts and things as the Lender may
consider appropriate to perfact its security in the Coliateral, to protect and preserve Its
interest in the Collateral and to realize upen the Collateral.

{ii} Nothing In this Security Agreement will in any way obligate the Lender to advance any funds,
or etherwise make or cause to make credit available to the Debtor, nor will the Lender have
any liabllity for any failure or delay In its part to exercise any rights hereunder.

{iii} I more than one Debtor executes this Security Agreement, the ebligations of such Deblors
hereunder shall be joint and several.

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

v) When the context so requires, the singular shall in¢lude the plural and vice versa and words
importing gender include all genders; all rights, advantages, privileges, immunities, powers
and things hereby secured to the Debior shall be equally secured to and exercised by its
successors and assigns.

(i) Time is of the essence in this Security Agreement.

(viy  The Debtor, if a corporation, walves the rights, benefits and protection given by and agrees
that The Limitation of Clvil Rights Act and The Land Coniracts {Actions) Act, both of
Saskatchewan, shall notapply 1o this Security Agreement or to any agreement renewing or
extending this Security Agreement or to the rights, powers or remedies of LENDER under this
Security Agreement or under any agreement renewing or extending this Security Agreement,

25, Receipt. The Debtor acknowledges that it has received an executed copy of this Securlty Agreement
and, to the extent permitted by law, waives all rights to receive from the Lender a copy of any financing
statement or financing change statement filed, or any verification statement received, at any time in raspect of
this Security Agreement or any supplemental or collateral security granted 1o the Lender.

{Balance of Page intentionally left blank]



26, Governing Law. This Security Agreement or any amendment or renewal thereof will be governed by
and construed in accordance with the laws of Ontario and the laws of Canada applicable therein and the
Debtor hereby irrevocably attorns to the jurisdiction of the courts of such provinge.

gt

The Debtor has duly executed this Security Agreement on the %Jﬂ" day of-Crtober; 2012,

626353 ONTARIO LI
—

Per: (

Name: Tony CangnAfo
Title:  Presiden
I have authority to bind the Corporation

NORI CORP,

e

¢fs

cls

BAYWOOD HOMES PARTNERSHIP,
by its Partners

778788 ONTARIO LIMITE
Per: W ém\s

Name. Assunta Canonaco
Tille:  President
1 have aull@rity to bind the Corporation

El RLD DEVELDPMENTS INC,

Par: AN ofs
Nawd: Cord’Canonaco

Title:  President

{ heve authorlly fo bind the Corporation

S



Schedule "A" //
Location of Collateral; ‘

Part $% Lot 16, Conc. 12, Innisfil being Part 1 on 51R-22028, except Part 4 on 51R-32586; s/t easement
over parts 1, 2 and 3 on 51R-32586 as in SC212816, s/t easement in gross over Part 8 on‘§1 R-34165 as

in SC510541; Batrie and being PIN 58091-1689 and PCL 16-2 Sec 51 innisfil 12; Part §% of Lot 16, Conc,

12, Innisfil belng Part 1 on 51R-22937; s/t easement in gross over part 6 on 51R-34165 as In SC510541;
Barrie and being PIN §8081-0288 and known collectively as "Mapleview"



Sehedule “B”

PERMITTED ENCUMBRANCES

(M

(i)

(i)

(iv)

v

{v)

liens for taxes, assessments, governmental charges or levies not at the time due;

easements, rights of way or other similar rights in land which In the aggregate do net
materially impair the usefulness in the business of the Debtor of the property subject thereto;

rights reserved to or vested in any municipal, governmental or other public autherity by the
terms of any lease, licence, franchise, grant or permit, or by any statutory provision, to
terminate the same or to require annual or cther periodic payments as a condition ta the
continuance thereof;

any charge, lien, security interest or encumbrance the validity of which is being contested by
the Debtor in good faith and in respect of which either there shall have been deposited with
Lender cash in an amount sufficient fo satisfy the same or Lender shal be otherwise satisfied
that its interests are not prejudiced thereby;

validly perfacted security given by the Debtor fo its bankers on its In\ientory oF under
assignments of its accounts receivable, except to the extent that such accounts receivable
represent proceeds of the sale or disposition of Equipment or Real Property; and

purchase money security interests consisting of any validly perfected charge, lien, security
interest or other encumbrance, created, assumed or arising by operation of law after the date
hereof, to provide or secure the whole or any part of the consideration for the acquisition of
tangible personal property other than Inventory, where

{A) the principal amount secured thereby does not exceed the cost to the
Debtor of such property,

{B) the Debtor's obligation to repay is secured only by the property so acquired by the
Debtor,

(C) the property Is not being acquired as a repfacement or substitution for property and
assets which are spacifically charged hereby, and

B) such security includes the renewal or refinancing of any such purchase moeney
securlty interest on the same property provided that the indebtedness secured and
the security therefor is not increased and remains validly perfected.
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THE AFFIDAVIT OF GREGORY ZEHR
SWORN BEFORE ME THIS ZOH“L\
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A Commissioner etc,




ACKNOWLEDGEMENT AND POSTPONEMENT AGREEMENT

To:  Sussman Mortgage Funding Itic., B2B Trust, B2B Bank and BLML
Developments Inc. (collectively, the “Second Mortgagees™)

And to: Cowan & Carter, Barristers, Solicitors, Notaries, their solicitors

And to: MarshallZehr Group Inc. and The Bank of Nova Scotia Trust Company — new
1" mortgagees :

And to; Sorbara, Schumacher, McCann LLP, their solicitors
And to: MarsheliZehr Group Inc. (in trust) — former 1¥ mortgagee

And to: Sorbara, Schumacher, McCann LLP, their solicitors
Re:  Second Mortgagees mortgage from 2131059 Ontario Limited

WHEREAS:

1. Pursuant to a commitment letter issued by MarshallZehr Group Inc. to
2131059 Oatario Limited (the “Borrower™) dated December 7, 2009 (the
“Original Commilment™) and a loan agreement entered into between the
Borrower and MarshallZehr Group Inc., dated December 30, 2009 {the “Loan
Apreement”), the Borrower has issued a first charge/mortgage in favour of
MarshallZehr Group Inc. over certain lands described as Part S Yo of Lot 16,
Con 12 Innisfil being Part 1 on 51R-22928, except Part 4 on 51R-32586; s/t
easement over Parts 1, 2 and 3 on 51R-32586 as in SC212816, s/t easement in
gross over Part 8 on 51R-34165 as in SC510541; Barrie and being PIN 58091-

1629 -~+589 and PCL 16-2 Sec 51 Innisfil being Part 1 on 51R-22937; s/t easement
in gross over Part 6 on 51R-34165 as in SC510541; Barrie and being PIN
58091-0288 (collectively, the “Lands™) registered in the land titles office for
the Land Titles Division of Siimcoe (Ne. 51) at Barric on December 31, 2009
as Instrument No. 792792 (the “First Mortgage").

2. The Second Mortgagees have, pursuant to a mortgage commitment dated
December 4, 2009 as amended, (the “Second Mortgagees’ Commitment™)
loaned the Borrower Two Million Five Hundred Thousand ($2,500,000.00)
Dollars and taken as primary security a second mottgage on the Lands
registered in the land titles office for the Land Titles Division of Simeoe (No.
51} at Barrie on December 31, 2009




as Instrument No. 792819 as assigned to the Second Mortgagee (the “Second
Mortgage™

MarshallZehr Group Ine. executed an Acknowledgement and Postponement
Agreement dated December 31, 2009 in favour of Sussman Mortgagee
Funding Inc. (the “ Original Assignment and Postponement

Agrcement™).

The Original Assigniment and Postponement Agreement provides that
MarshallZehr Group Ine, will not assign its security given under the Original
Commitment and Loan Agreement withaut obtaining from such assignee its
agreement to assign the Original Assignment and Postponement Agreement in
favour of Sussman Mortgage Funding Inc. and to notify Sussman Mortgage

Funding Inc. of the assignment and to provide Sussman Mortgage Funding [ne.

with a copy of the assignment agreement,

MarshallZehr Group Inc. has issued a commitment letter to the Barrower
dated June 28, 2012, as amended October 31, 2012 (the “MZG/Scotia
Commitment™),whereby MarshallZehr Group Inc, and The Bank of Nova
Scotia Trust Company agree to loan monies to the Borrower on different term
then the Original Commitment and Loan Agreement.

The Second Mortgage Is currently outstanding in the principal sum of
$2,500,000.00 plus accrued and unpaid interest in the amount of $782,805.40
for a total of $3,282,805.40;

The Borrower and the Second Mortgagees have agreed to amend the Second
Mortgagee's Commitment by:

(2) reducing the interest rate from 16% per annum to 15% per annum
commencing December 16, 2012;

(b) extending the maturity date to December 15, 2013;

(c) requiring a prepayment of three (3) months interest for the payments duc
in January, February and March 2013;

(d) requiring a renewal fee of'up to $160,000.00; and

(e} the payment of all legal fees and disbursements in connection with the
foregoing all pursuant to a mortgage amending agreement (the “Second
Mortgage Amendment”)

MarshallZehr Group Inc. and The Bank of Nova Scotia Trust Company have
agreed ta posipone Three Million Three Hundred Twelve Thousand Five
Hundred ($3,312,500.00) Dollars of the registered principa! amount of the




First Mortgape as assigned/amended plus interest and costs thereon in favour
of payment of the Second Mortgagees of indebtedness due to them pursuant to
the Second Mortgage as amended by the Second Mortgage Amendment.

9. The parties desire to enter into new assignment and postponement
agreement to evidence the foregoing.

IN CONSIDERATION of the premises, MarshallZehr Group Inc. and The Bank of
Nova Scotia Trust Company advancing money to the Borrower pursuant to the
MZG/Scotia Commitment and the Second Mortgagees having advanced monies to the
Borrower pursuant to the Second Mortgagees” Commitment, the parties hereto agree
as follows:

(A)  The existing Original Acknowledgement and Postponement Agreement given
by MarshatlZehr Group Inc. in favour of Sussman Mortgage Funding Inc.
dated the 31* day of Decermber, 2009 is declarsd null and void.

(B) * The Second Mortgagees consent to the transfer and amendment of the first
mortgage pursuant o the terms of the transfer of charge/mortgage and
mortgage amending agreement affixed hereto in Schedule “A*,

(€}  MarshallZehr Group Inc. and The Bank of Nova Scotia Trust Company
("MZG/Scotia™) postpone payment of Three Million Three Hundred Twelve
Thousand Five Hundred (53,312,500.00) Dollars of the registered principal
amount of the First Mortgage as assigned/amended (as further secured by the
other security constituting the MZG/Scotia Security) together with ali
interest, costs and all other amounts owing thereunder to payment of the full
amount ofthe funds owing to the Second Mortgagees 25 evidenced by the
Second Mortgage and the Second Mortgage Amendment.

(D}  The parties confirm and agree that the balance of the principal amount of the
First Charge, as assigned and amended, being Fourteen Million Four Hundred
Thousand ($14,400,000.00) Dollars, together will all interest, costs and all
other amounts owing thereunder shall be a first charge upon the Lands and
have complete priority to the Second Mortgage and the Second Mortgage
Amendmenl.

(E) MZG/Scotia agree not to assign any of the MZG/Scotia Security without
obtaining from such assignee its agreement to sign this document in favour of
the Second Mortgagees and to notify the Second Mortgagees of the
assignment and provide the Secand Mortgagees with a copy of the assignee’s
agreement.

{F) ,MZG/Scotia and the Second Mortgagees agree to sign such further
documents as may be required to give affect to this Acknowledgement and
Postponement Agreement.
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(H)

M

Notwithstanding any provision of the First Mortgage as assigned to
MZG/Scotia and amended by the MZG/Scotia Commitment, MZG/Scotia
shall not seek to enforce any remedy against the Borrower that results in
retaining or taking the Lands in satisfaction of the indebtedness at any time
that the Second Mortgage is outstanding at the time when MZG/Scotia js
enforcing its mortgage security. Alternatively, MZG/Scotia shall be
permitted to refain or take the Larids in satisfaction of the indebtedness if they
full payout the indebtedness owed to the Second Mortgagees under the
Second Mortgage and the Second Mortgage Amendment prior to taking or
retaining title to the said Lands.

MZG/Scotia agree to take no steps to collect the Equity Bonus through
enforcement of its security against the Lands or any other security of any
nature now or hereafter held by MZG/Scotia including any guarantees from
any third parties until the Second Mortgagee has been fully paid out on
account of all loans to the Borrower pursuant to the Second Mortgage and the

Second Mortgage Amendment.

This Acknowledgement and Postponement Agreement may be executed by
the parties either by original signature or by facsimile signature and in one or
more counterparts, each of which when so executed and delivered shall be an
original and such counterparts shall together constitute one and the same

instrument,




(H)  This Acknowledgement and Postponement Agreement may be exccuted by
the perties either by original signature or by facsimile signature and In one or
mare counterparts, each of which when so executed and delivered shall be an
original and such counterparts shall together constitute one and the same

instrument,

) This Acknowledgement and Postponement Agreement shall enure to the
benefit of and be binding upon the parties hereto and their respective

successor and permitted assigns,

MARSHALLZEHR GROUP INC,

resident

Tifle: P
; Ry {0 bind the Cerporailon,

SUSSMAN MORTGAGE FUNDING INC,
Per;

. Name:
Title:
1 have axikority to bind the Corgoration,

BLML DEVELOFMENTS INC.
Pert

Name:

Title:
T have authority to bind the Corporalion.

THE BANK OF NOVA SCOT!A
TRUST COMPANY
Pexn:

Name: David MacBsth
Title: Director
1 hewe authority o bind the Bank

B2B TRUST
Per:

Name:
Title:
1 have authorlty to bind the Trust

B2B BANK
Per;

Name:
Title;
1 have authority to bind the Bank




benefit of and bo binding upon the parties hereto and thair respective

sirecessar and permitted assigns.

MARSHALLZESR GROUP INC.

Per:

Name: Greg Zelr
Title: President .
I have authorityto bind the Corporation,

A Nn
AN .

SUSS;M;{Q;T MORTGAGE FUNDING INC.
Per: | /1

Title:
1 have quihoriiy to bind the Corgoration

BLML DEVELOPMENTS INC.

Der:
Name;
Title:
.‘T have auzhoriy to bind the Corporction.

THE BANK OF NOVA SCOTIA

TRUST COMPANY
Per: .

Name: David MacBeth
Title: Director

" I'have authoriy 1o bind the Bank

B2B TRUST
Pzr:

‘Name:
Title:
1 have autharity to bind the Trust

B2B BANK
Per: ’

Name:
Title:
I hove authority to bind the Ranfe




() This Ackuowledgement and Posiponement Agreement shall enure to the
benefit of md be binding upon the parties hereto and their respeative
successar and pernmitted assigns.

MARSHATLZERR GROUP INC. THE BANK OF NOVA SCOTIA
TRUST COMPANY
Par: Per:

Name: Greg Zshr
Title: President
1 have authoriny-ie bind tha Corporation,

SUSSMAN MORTGAGE FTUNDING INC.

Name! David MacBeth

Title: Divector
{ heve quthority 1o bind the Ban

" Eitcabett AN R,

Per: : Q
Admmlsiretion Coordinator s
s:;tr-mmmad_uongeges

Name: Janet PAUING  Nqme; : '

Title: Senlor Adrinktration Oficaite. -

&)5/ T have auithorify 1 bind the CorporatichS8I1-Direcied Mortgeat b ohariy frtind the Trust

BLML DEYELOPMENTS INC. B2E BANK

Per: [ T eyt

) . Admlnistation Coardlnator 57/ %

P . Sot-Diractes! iodgages ~

Name: . e L7 e

e Janet PAUNG 310,
Title: nlor Adninhtra:bgﬁ}:si

w g/ 1 iiove awthority to bind the Carporath

ot Direcind MortgngnJ 1 harve Hithority ro bind the Sonk

fegd 117 # ¢ 79284, |

.
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THIS IS EXHIBIT “J” TO
THE AFFIDAVIT OF GREGORY ZEHR
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MARSHALL ZEHR

vREAL Emraric Caramn -

2131059 Ontawio Limiled
1140 Sheppard Ave. W, Sulie 12
Toranito, OM

Atentlon: Frank Canonaco

Daar Frank,
Ro: Expected Cosis 1o fmish OMB for Mapleview Property in Banie

Project Nome: Maplaview "“4ih* {"Project™)

This commilment lefter coniimms tha! MarsholiZetr Group inG. [“Lender”) 5 prepared to pravicde
finaneing [{the “Loon’) for the Project condillonal on the 1erms and condilions contained In s

leiter ogreament (he “"Commtiment™..

L LOAN
Borrowsr: 2131059 Oniario Umited (*Botrowet™)

Guarandors:  Ralph Canonacs, Tony Canonaco, Fronk Canenaceo and Buywood Homes
Parinevshipp {ogether with such othar related porfies as the Lender mcy deem

advisable {the "Guarantors”)

Lender MarshaliZehr Group Inc. {"MIG") and/or sich ofher assignee of investors as
MarshaliZehr Group Inc. may amange ta paticipals in the Loon.

Project Lands: Those lands and premises describad os PIN 58091-1489 LT, PTS1/217 16 CON 12
INNISFR PY 1 51R22928 EXCEPT PT 4 51R32584; S/T EASE OVER P15 1, 2 & 3 51R32586

AS IN 5C212816; CITY OF BARRIE. COUNTY OF SIMCOE; ond
PIN 580%1-0288 LT, PCL 14-2 SEC SHNNI2: PTS 1/2 OF LOF 16 CON 12 INNISFILPT |

51R22937; CIY OF BARRIE, COUNTY OF SIMCOE

PUtpOsE: 3 Mostgage to finolize costs for DPA, pay existing payables and for inferest
récarve for (h mongage ond tha i morigage

Funding Date: Funding will oocur as scon as possibie

455 Phiip St. Siite 206, Wliterion, ON, NZLOC?
pSIDIE0RE L SID2085)
Clarty AMovtgage inc — Beobornge Nuwe: 18902
Bieshi o Zehr Grougp Jno, - Aorigage Avimintstratlon N $1P58

iy Connlivintais Mogelevleir Neor 6 vf F 0611 (deral)
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Loon Amount: CAD 1,100,000.00 fihe "Lodan'}. The Lender wil ralse CAD 700,000.00 of the Loan

Tenm:

Intwrast Rafe:

Principal
Payments:

Prepayment:

Broker Faes:

and I ihe Loon is not repald by August 5, 2013, the Lender will rabse The balonce
of #00,000,00, *{inchuded in the Infficl ralse of CAD 700,000, Is an interest reserve of
CAD 16.333.33 for 2 months of inferast finciuding tha 1 month penalty), CAD
322,000 of for axisting poyobles, CAD 144,000 lor expectad cosls (o finksh tha OMB,
CAD 174,300 for iwo Inlerest payments on the Lender's 11 Morigage and the
balanca of CAD 37,344.67 for olher costs), To e held by MorshaliZabr Group Ine,
in Trust to pay for above cosiz directly. if the loan 13 nof repald ety and the
balance of the Loan (s ralsed, the bakmee of CAD 400,000 wik be for an interest

resevye on both the 10 and 4% morigages,

7 monihs open {commencing from the date of the inilal advance {the Interest
Adjustment Dote” or TADY).

20.00% pec cmnwrm, for tha dirst 6 months of the lerm, as fulliows: 14.00% per annum,
calcuoled and compaunded monfhly with interast only paymenis made monthly
from the interest teserve and 6.00% per annum, caiculated and compounded
sermi-annually, nel In advonce, with allinferest accniing to the end of the Term
ond payabde on rnatodty, The 7% month sholl be the start of the wrap up perod
anct bear inferast ot 25.00% payobie monthly. To be made by way of direct
withdrawed from the Barower's aceount ypon the depietion of the Intorost
Reserve,

Note: Inferest s cokzuiated on fha day of closing of the Iransaciion and will ber
charged on the doy of payment of the mortgage if it b received alter } p.m, EST.

There shall ba no regukany schadulad principal repayments and the enilre
outstancing pdnclpal amount sholl become due and payable al maiity,

The morigage may be prepakd In whole or in part at any lime or times. If nofice
of prapoyment scows betore Augst 5, 2013, the Borrower agrees 1o pay the
Lender interast up fo Seplember 5. 2013 on the dale of repayrment,

The Borrower shall pay the follwing broker fees lo tha iransaciion marigage
broker, Clarity Morigage fhe.*: .

ConHogency Succets Fee:  5.0% of the borrowed amouni OR CAD 55,000 pald at the end of

FSCO Fow:

Standby feo:

the term. If the Borrower repays early®, on of belore August 5, 2013, the Lender
will raduce The Coniingency Success Fae by 75% to CAD 13,750.00.

*‘Rapayment must be the whole of the 151 3td and 4th morigages held by the
Lendsr to recelve the 75% reduction.

An additionot fee of CAD 1,230.00 payabis 1o Ciorily Morigage inc, will be pald
by the Borowev in orger fo comiplete the FSCO reguired documeniation.

* or the mortgage brakerage that holds the Ucenses for the Agenis of
Marshalilehr Group ine. al the Hme.-

once the Commitment Letter s execuled, Intaras! wil begin to accrue from and
affer JUily 5, 2013 in fhe form ot Standby Interes) that will be payable by the
Bomower on a bi-weekly basis as an Inferesi orly payment al the rafe of 20% per

A6 Phillip 3%, Sty 208, Witerlon, O, N2L6C?
mS1L42.0852  f 193020851
Clurftr Mortgoge iic. - Brokernge Npoi: jo847
MacshellZehr Graup i « Mortgage Adniuisepton Naon: {1955

Coprmbnrol Ltz heviwer Migie 5h sl 1000 04 Ja frg?
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Lender Foes;

Expenses:

Ho
Subordincte
Hnoncing:

Maximum Rale

of Refurn:

Administiroficf

fe# Paydble
on Defoul;

h 1 2 r! g def 1

onmm unitll the margoge s teglsfered and not unil that time will 1he inferest
Rate ond paymenis as belore menltioned in this Commitment lalter begin,

i applicable.

All reasonabie expenses of the Lender ond the Boarrower shall be pakl by the
Borrovat inclucing (but not mited to}, the cost of ony fhird porly repors and all
legod costs. Upon request The Lencler sholl provide an estimate of the legal fses fo
be incured by the Lander, Regordiess, the Borrower is responsibie for ol
reasonabie lsgal fedas iheurred by the Lender,

No addifiondl finoncing wil ba permitied othar than the existing second, thid
fourth g fifth raorigages.

The parhas cgree thot nolwlihsianding any agreement lo tha conlrary, no
intatas! on tha credii advoncaed wil be payable In excess of that pennitled by

tha kaws of Canada,

if the alfactive annudl rate of inferest calcwated In accordance with generally
accepted acluarial practices and principles would excead sty percent (o such
other rate os the Parkameant of Canada may deem from time 10 fime s The
Criminol Rale) on Ihe credi advance, then {1} the amount of any lees, bonus,
commissions of fike charges paycble in connection therewith wiil be rsduced to
1he exient necessary 1o eliminate weh excess; (2) any remoining excess that has
been poid wiil be credied toward prepoyment ol the credil odvanced: and (3)
any ovarpayment that moy rermdin affer such craediting wil be returned forthwith
vpon damand. in this paragroph Ihe terms “interesi', "Criminal Rale" and “credit
advanced™ hove the meoning ascribad to ihem in Section 347 of The Criminaf
Code; ond "credd advancad” has tha same maaning as “Loan” referred to

alsawhare In this Commiimen.

In the event of a defouli by Ihe Borrower of any Guaranior in thek respective
obligations under this Commifment, Loan or Securtly that Is not cured within o
reasondbie perlad of iime followirng racelpt of wiitten nolice of default from ihe
Lender, thed, the Lender shall, notwithstaniding onything conlained herein lo the
confrary, be anitiled to receive In addlition to all other {sas, charges ond
disbursemants, an adminlsirafion ond management fee In the umount of CAD
5,000,00 for aach month or part thersof ihat the Borrower and/or any Guaranior
Is In dafaull of lfs obligations under the Commitment, Loon or Secudly, The soid
SUM <F sums are agreed o be Kquidaled damagas 1o cover the Lender's
administration and management costs ond are not intended nor shall they be
consirued a3 a penally, All such sums payable fo the Lender shall be a chorge
upon the Project and its assats and inferest sholt- accrue thereon as if they were
Loan principal. #f tho Borrower ks in dafault, inferest will compound monthly and
accrve on the principal bolonce outstanding,

L65 Pl St Swite 206, Waterfom, (N, N2LACT
p SIS.2D0852 L StV H2AES!
Clend{ir Autpoge I, o Broiberige Nitins (0987
Murvhutidohr Grmep fne. « Klorigoge Adednistestlon Nowiz 1 #55

Comuifiuent Moplvitor Mrv 4k 5/ 138614} (drafy
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. TERMS AND CONDITIONS

The Loan terms and conditiors shall e such lerms and conditions os ihe Lender may from time
i time require and shial Include, but not be dmifted to the fomowing:

2.1 fundino Goncifions

the Lender sholl no! be required 10 advance any funds price o the Boirower hoving {ulfilled t0
the Lender's satisfaciion 1he faliowing condlilons: ‘

1. Al ihe Sacurily and anciiary loun ogresments and documeants and opinions shall have
been executod and delivered to ihe Lender or Hs soliciters and ragistered where and as
raquirad.

2. The Lander shall have satisiled isalf with the financlal pedormance and condition of the
dorower and eoch of the Guordntors in the Lendar's sofe dlsctetion. Each of the
Borrawers ond Guarantors shall provide within five business days of the date of sxacuilion
of it Commitment, &l o minimurn, nancial satements fur ifs iwo most recently ancded
tseal years togelher wilh intarim sigtemants o dole for the prasent lscal yeor. To
locifiale the Lenders due diigence ragarding the crediworthingss af the Borower and
saich of the Guarantors, ecch of the Guorantors and the Bormowaer sholl authorize the
Landar Jo conduct credit checks and each of the fnanciol Instiiutions with which the
Borawer ond the respectiva Guarantors deal o retoase any and all infarmation
reasonalbly raquired and reguested by the Lander fo adequalsly assess tha credit
worlhinass of soch respectively, Tachof the Ihdividuol Guarantors shall complete fhe
Lande's fonms of Parsonal Ret Worth Slatemant,

3. The borower shal dellver fo the Lendes within five businass days of the occaptance of
this Comemitmant for the Lender's salistactory review and occeplanca the f X

o)  Eachot fhe individud Guaraniors shall have provided Notlces of Assersment
recalved from tha CRA with raspeci ta their respociive income tax fiings for the

two mos! recently ended laxation yedrs.

{b)  Clause removed inftentionally.

(e} Morigage Statement from sandy Sussman and the Marshall Zehr Group inc, 14
mortgage coniming the outstonding principal balances.

{d) MIG of @ related potty may post two MZG signs fon soch main street).

{e)  The current MIG 3¢ mortgage in the amount of $4,712,500.00 will pusipone lo fhis
fiow 3 mortgags, and assume 4% posifion.

{1 the loan fo value ratio, as determined in 1he Lendar's sole discretion, shall not be
grealer thon 75%.

4. Al laxes will be brought up to dale and malntoined curent b
or the mortgags will be daemed lo be in datault,

All feas ond expenses of MorshallZelr Group Inc. oriis consuliants {or the purposes of
managing the project, the approval procass of the morlgoge risk will be paid by

Beywoad o CAD 100.00/hour.
a. The Lender sholl have the authorlly 1o contact the Cily Planners, Engineexs, and
any other professionals in rslafion to this project o request upddales on tho project.
The Lender wi olso have the fight fo call meoeiings for updates on tha DPA ond

¥ 2131059 Ontorio Lirked

[1

465 Philiin 5, Sire 206, Werkorion, O, MNILSC?
S 02.0050 S 3193420851
Clonky Mortpage THc. — Brokornge Newis jesar
AtarcvaitZeht Gronp Ine - Mortgage Adeiuisteation Numz 11953
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joke-out financing process ond fne Lender must be fuby saiisiied with the prograss

olhanwiss fha morlgage will be deemed in default,

6. Baywood aghees 10 provide outhorlzadion fo Marshalleht Group Inc. und ils consutianis
10 have i eammunication and refease of Infermalion irom ofl trades, governing

authtiorfies and other rekoted bodies.

7. The Mortgage shall contain a cross defaull clousa so that ii-ony ofher security on tille ks in
dafauit, tha morigage shall be deemed 1o be in cefauli,

g, Such other matiers cs the Lender may deem appropriate and necessary 1o sallsly liseit of
the Frojects viabilty and the abilily of the Borrawer and Guaroniors To fuifil their
obligations heraln.

9. The execulion, delivery and regisiration of af secutlty pursuont to the fourth morigage
commitment belween the Bomoveer and the Lender even daied herewith,

[2t3 SECURITY TO BE DEUYERED

The Barrower shailt deliver the following security {the secully’} duly registered where applicable
aubject only 1o the Pimary Lendei’s security ond cill in 1ha lom ond on the ferms acceptabls to
the Landex's soRcliors:

L Afourth mortgage In the amounit of CAD 1,100,000.00 on the Mapleview project and
proparly phos accrued inferest and Broker Feas.
2 Assigament of Leosss and Rents. {the "GSA"|

3 Genaral Secuily Agreement aver all of the assets and undiertaking of the Borrower and
each corporate Guaranior. if ony. {"the existing GSA's snalll stand as security for this

foon)
4, Uniimited Joint ail severgl guoranteas from each of fhe guarantors,

An Environmental Undleviaking and Indemnity and Checklisi from the Borowet I such
form o5 the Lerder shall requlre. _

&, A favouratia Latter of Opinson from the Lender's solicifor conllirming the voilidity ond
enforcoabiily of the Lander's securlty.

A Assignment of Insurance.
Commercicd Liabilily Insuronce.

2. Tille inswahse.

10.  Posiponsment, Subrogation and Assignrnent from the shareholders of the Bormower [and
such olther creditoes as the Lender may requie upon complelion of s due diligence} ol
il Indebiedness owed by and cloims against the Borcower to ond by ihe shareholders 1o
the Indebtedness and clalms of the Lender.

185 Phittip Sv., Sulte 206, Winrorloo, U8, N2LECT
po SILA20852  F 81934051
Clarler Mortpuge Jov, — Brokernge Nl 190y
Martedl 2ot Grang fots - Vorigige AdmRristration N 11955
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14, i requiradi by the Lender such praauthorized paymen| documentiation necessary 10
outhorize the Lender 1o debit deecily from ihe Borower's accouni amounts dug under

the Cornmilment and Loon,

12, Such further security, guarantons and ancliary documents and agreements as the Lender
of ifs soiciors may, acting recsonobly, deem nocessary 1o adequately secure the Loon
obligations and complete ond pettec! tha Security.

13 Borrower provides satisfaciory proof ihat taxes are cutrent, a certilicale of Habilily
Insurances thovdng the Lender as addilional inswad, ond coverage of nol less than CAD

5,000,000.00.

V.  BQRROWERS COVENANTS

The Borrowar and, where applicable, each of the Guoarantarn covenanis as folows ond g
breach of any covehant shall be o delault under the terms ol the Secunfy:

1. The Bormewer sholl not assign, iransfer or othemwite dispose of this Commitment or the
Securily wilhouf the Lendars prior wiltten comsent, However, the Commitment and
Securliy moy be assigned by 1he Lerkles in wiole or In port Jo anclher lenderls). Except
as hereinafier provided, the Borower and Guarontor consent to the disCiosure by the
Lander to-ony such prospeciive assignes or parliclpan of all informafion and documents
regarding the Project, the Borrower, and ihe Guarantor within the possession or control of

the Lender.

& wiihaut the Lendst's prior wrdtten consent having fist beon obtained, the Borgwer shal
not sall, frarster, convey or changes, mortgoge o olherwise encumber or suffer a Ken fo
be ragistered on the Project o ifs rights thereln, In the event of a tveach by the Berrower
of this covenanl then, of the sola oplion of #he Lender, olf moniss outstanding, logsiher
wiih at acerved and ungaid Interest thereon and any other Gmounts dus under tha
Commilment of the $acurdly, sholl become due and payable,

3 The Borrowar shioll not commil cny wasle on the kKinds,

4, Tha Borrower shall nol permi! any franster or Bsuance of shares In the share copital of the
Borroweer of in the officers and drectors or o chdrige in fhe terms or the lemination of the
shorsholders agrsement made balween the Botrowsr ond each of Iis shateholdars,
wlitou! the pror wrilen conseni of the Lander,

5. On soch anniverscry date of the mortgage. the Borrower wil provide to the Londer proot
thot the taxes are cutrent, an wpdale thal Insurance I st In effect ond updaled
linancial siatements tor ihe Borower and any comporate guaanior as wall as updated
personal hat worth statements tor any parsonal guoraniors.

8. The Borrower shall provide edilarial updates including stalus updates on the pioject and
photos showing the progress on ihe project tor our flle on @ quartesty basls siarting a
rronths ofter registralion of the mortgags.

7, The Borrower covenanls dnd agrees fo use oll due dligence and proceed with all due
dispateh In purving the: appeal of ils drati plan of subdivision (o the Onlaro Municipal
Boord for ihe Projec] so as fo oblain ihe unlt Yield daled March 30, 2012, o in continued
comuitafion wiiit 1he Lender. The Boariowsr sholl ksep the Lander fully Inlormed as fo its
progress ot (e Ontaro Munlzipal Board and with the cily of Borie and agrees fo provide

£08 PHItn Xe, Snive 206, 1Pwherlon, ON, N2L6C7
I AIOAS2NBD L STP4D a0
Cimetey Afopigoge fues - Bradernge Nin: 189107
MursbaliZekr Grong tue, « Mertgoge Adwiiisiration Nemyg 11988
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the Lendsr with coples of ol decumentation, pians, reporls, sutveys, lest resuils and all
relevant decumentalion rekaling to the Fraject as moy be requested from time fo time

V. DEFAULTPROVISIONS

f. Upon any defoult uader this Commitrant or ihe Security, that Is notcured In @
reasonable pertod of fime following nolice of defaull by the Lender, the Lender may
deglore, after providing reasonatde willten nofice, any or all of ihe obligalions o be
Immediciely dus and payable and may proceed 10 tedlize the securdty heraby
constituted and jo enforce lits rights by entty: or by the appoiniment by instrument in
wriling of o receiver of racalvers of ihe subject matter of such secuily of any pait thereof
and such racelver or receivers may be any person of persons, whether an officer or
olficers or employee or employees of ihe Lender or nof, and the Lender may remove
any racaiver or receivers so appolnied and appolnt another or others in his or thelr
Inslead: o by proceedings in any courf of compeient jursdiciion for fhie appointment of
arecelver or recelvers.or for sale of the Project or any part thereof, or by any ofher
acton, suit. remady or proceeding authorized of permiited hereby or by low or by
squily: and may file such prools of ciolm ond offier documants as mary be necessary or
advisable in order 10 have its cidim todged In ony barkrupicy, winding-up or other
Judicic? proceedings ralalive 10 the Batrower, Any such recelver of 1aceivers so
oppoinled shall hove power 1o toke posseision of the Project or any part thereof and to
cany on the business of the Barrower, and 16 borrow money reaurred for the
maintenarce, preservation or protection of the Project or any parl therso!, and Jo furlher
chexge the Project in pricrity to the secullty consttiuted by this Commitmen! as security
for money so borowed, and 1o seb, Jaase of otherwise dispose of the whole o any part
of 1he Project on such lamrms ond condilions and In such manner os he shalf determine, In
exevcising any powers, ary such receiver or recelvers shall act as agent or ogents lor the
Borrowet and the Lancher shal not be responsible for his o thelr gctions.

2, In addifon, the Lendor may anter upon the applicable premises and lease or salt the
whiolm ar any part or pars ¢f the Project, The Barrower agrees thal It wil be commercioly

masonable {o sell such part of the Project:
(o) as a whole or In vorous units:

o} by apublic sale or call for tanders by adverlising such sale once n a locol daily
newspaper of leasi seven {7) days before such sale; and

e} by privale sole alter tha rageipt by the Lender of al least two offers from
wrospechive arms-englh purchosers,

3, Any such saie sholf be on such ierms and condifions as o credit or ofherwise ond as to
upset of reserve bid or price os fo the Lender in its sole discretion moy seem
advantageous and such sale may take placs whether or not fhe Lender has loken

possassion of such property and asseds.

A No remedy for the reclization of the secuily hareot or tor the enforcemen) of ihe rights of
the Lender shak be exclusive of or dependent on any other such remedy, but ony ona of
more ol such remedies may from fime o Hime be exercised indapandently or in
combinaflon. The term Tecalver” as used in 1his leller includes o recsiver and manager.

£58 PRI N, Stibte 206, H'sterfos, ON] NALETY
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The Lendler shall have no obiigation 1o advance furkis unless and undil ol of the above
terms and condilions have baan deemed by the Lander to be cormpiéte. frue aind
otherwise in all respects salisfactory, in ihe Lendes's sole discralion.

No term or requirernent of this Commi iment may be woived o varisd orally of by any
course of conduct of ihe Borrower or anyone acting on his behalf or by any oflicer,
employee or agent of the Lender. Any alteraiion or amendiment io this Commiiment
must be In wrlling and signed by a duly authorized officer of the Lender and ascopled

by the Borrowar and Guarantor,
The Lendars solichors sholl be:

Sorborataw
00 vicloda Steast North
Kichener, Onidto N2H &R9

Tha Borronver's soiGitor sholl be:
Sevenstgerad __
Macdonokd Sager Manis e Borksters & Sokcliors and Trade-Mark Agonts
150 York Streed, Stite 800, Toronto, Onlorio, M5H 355
1. 416.364.15583 | F, 416,264,145

The Borower shall bedr any ond ol reasonable isgol costs of the Lender,

Time Is of the esence kn (his Commilment,

The Borrower and Guardntars agree that If any one of moro of the provisions coniginedin
this Commitment shaill for any reason be held fo bednvaid, flegal or unenforceable in any
respact, such nvalidiy, llegality or unenforceabliity shafll, at #he option of the Lender, not
affect any or ol other provisions of this Commiimani and this Commitmaent shall be
ceistrusd os If such invalld, Begal or unenforcadable provision had never baen contoined

hergin,

The walves by Ihe Lender of any breach or delaull by the Borrower of any provisions
conicined hereln sholl not ba construed as o waiver of any ofher or subsequent breach or
delaull by the Bomower. In cidkdifon, any fallure by the Lender fo exsrcise any rights or
rermadies haceundar or under the Securlly shall not constilule o welver Jhereof.

The representations, warraniles, covenants and obligations herein set aut shall not merge or
be exlinguished by the execution o regisiration of lhe Securlty but shal survive uniil ol
obiigolions undar this Commitment and the Securily have been duly periormed-and ths
Loan, Interest thereon ond ary cthar moneys payable fo the Lender are repcidin full. In the
svani of ony inconstlency or conficl between any of the provisions of the Commiimeni
and any provison or provisians of the Secuity, the provisions of the Securily wilt prevail,

No ferm or requirement of this Commitment may be walved or vared crally or by ony
course of conduct of the Borower o anyone actig on his behall or by any ofiicer,
employee or agent of the Lender. Any clierafion or ormendmneni ta fhis Commilment must
be in witing and signed by a duly authorized oflicer of the tender ond ceeapted by the

Boarrower ang Gaarantar,

SA5 Philfipy St Siie 206, Waderfor, ON, N2L&C?
OIS 340882 [ 3193420854
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Nolwithslanding the regiiration of the Sacurlly or the advancemant of funds, the lerms of
1Hs Commilment Lulter shall not metge wiit the delivery and/or registnation of the Security
and shall ramdain in Tull force and affecl. Any default under the Jerras of this Commitrmant
teter shall be deemed g defoulf under the Secuily ond any daloult under The lerms of the
Secuiity shall be desmed & dafaull under the teems heraof, I the event of o confiict
_between the terms of tha Sectaly and fhe 1éms of ihis Commilment Leller, the Lendler. In lis
sola discralion may delenming which shall foke precedencea and govein,
This Agreement may bé gimyltanacusly axeculed in severd counterports, aach of which
when so executed shal ba desmed 1o be ah odginal and such counterparnts together sholl
consittirte one and fha same Instrurment, A facsimile or secionlc copy of an executed
counterpan shds be deemed o be an crignal,

7.

]0'

If you are In ageesment with the cbavs terms, preose Indicate such agreement by signing and
forveording 1o the undersianed o copy of this leiter, The execulion of Ihis lstter does not obiigale
tha Londar to advance any of tha agraed funds unless all of the condlilons 1o such advances
have been satisfied 1o the sotisfaciion of ihe Lendsr and its soifcitors,

By signing this Commitment Letler the Borowess and Guarontors agree thot the Lender may
obtaln credit and othat nonckally redoted information aboul the Borower!s) dnd the
Guarantor(s), Inckading reports from ofher credit grantors, consumer reporing agencies and
credi bureau.

UniessihlsCommitment Lettérivaccepted. by:ih, _
two dys:of:tha:dy areof by.dellvery.¢l g fully:exec

n ‘.“'a'.i; e e '
the tender's sole option. the Commitment shall be terminated,

he Borowet and:glt veaulrad Guaranters ik
. T f ol S5 'rbsl,l "' ‘!'."— o r'fhé_ 1) [
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“TOONTO this V.3 day of Jung, 2013,

Acknowledged and ggreed cﬂ,_

Barrowaer:
213105% Ontaro Limiie

{h ',e culhorily to bind the composation

The following partiseraxecuie this cormmliment letter in thelr capacilies as guoaranion only.

»

of Lity o

BAYWOOD HOMES PARTNERSHIP, by I3
Porirwi

gm’m )

have auf‘horﬁy !o bind the corporation.
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VAUGHANCONRD HOLDINGSING.

20/s

DATED ol Woterdoo, im-&may of June, 2013
MarshallZehr Graup Inc, “in Trust™

it 07 e T

David Morshall '
"i/Wa have the aulhority lo bind the Corporation”

Narmeg B SENONoCco
Tite:  Authorized Skgning Olficer
| have aufherily 1o bind the carporation.

778786 ONTARIO LIMITED

Narme: Assunic Canonaco
Tille:  Authorzed Signing Olfices
I have cvthonty to bind the corporation,

CORNER WOALD DEVELOPMENTS INC,

cfs

tdime: Cora Canonaco
The:  Authorized Signing Officer _
1 have authodly fo bind the corporation,

| HEREBY occept the terms and condlilons as staled hereln,

SIREIRED LRI URS]
Clartty Mortgage 116, - Brahernge Neon 10987
MurshattZhr Group fine. - ALdrrgge cidminttiration Nivies 11935
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_ VAUGHANCORD HOLDINGS INC.

S, -,
Namme: Frank Canonoco
Dte:  Authorized Signing Offlces

| have ouihortly fo bind the corparction,

778788 ONTARIO LMITED

cfs

Name; Assuntc Canonaco
Me: Authorized Signing Oflicer
| have auithorily 16 bind the corporation.

C'O!NEII WOELD DEV!LOPMENTS INC,

Mame: Cord Cor-onaco
Te:  Authoiteed Signing Officer
t have authortly to bind the corperotion.

Ltendorn
} HEREBY occept ihe terms and conottions as siated hereln,

BATED ot Walerdoo, ihis day of Junes, N3

Mashallietr Group nc. “in Trust”

David Mcurshuil
*IfWe have the authority 1o bind the Corporafion”

68 Phillip St Swite 216, Waterdon, ON, N21LOCY
i §10,. 44200882 [ SIRIAA088]
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THIS IS EXHIBIT “K” TO
THE AFFIDAVIT OF GREGORY ZEHR
SWORN BEFORE ME THIS 244~
DAY OF{APRIL, 2015.

A Commissioner etc.
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Doc#20234224v1

THIS IS EXHIBIT “L” TO
THE AFFIDAVIT OF GREGORY ZEHR
SWORN BEFORE ME THIS Zﬁ:ﬁ
DAY OF A@IL, 2015.
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KEGID I CREW

LRO# 51 Charge/Mortgaga
The appiicant(s} hareby apolies (o the Land Rogistrar.

o

[ -i

- L) fa
Receipled as SC782813 on 2009 12-31 - At 12:26
Yyyymmdd FPage t of 4

I Propertias

2w 58001 - 1669 LT IntersstEstate  Foe Simpla

Dascnplion  PT$1/2 LT 16 CON 12 INNISFIL PT 1 S1R22928 EXCEPT PT 4 51R32586; ST EASE
OVER PTS 1, 2 & 3 51R32566 AS IN SC212816, ST EASE IN GROUSS OVER PY 8 ON

PL 51R34165 AS IN SC510541; BARRIE
Address BARRIE

i 8081 -0288 LT Interesi/Estate Fas Simpla

Destrption  PCL 16-2 SEC STINNIZ PT § 12 OF LT 16 CON 12 INNISFIL PT 1 51R22037, ST
EASE IN GROSS OVER PT 6 PL 51R341858 AS IN 5C510641; BARRIE

Address BARRIE

Chargor(s)

Tha chargoe(s) hereby chargos the 1and {o (he chargee{s). The chargos(s) ackniwledges the recelpt of the charga and the siandard

charge tarms, If any.

Name 2131059 ONTARIO LINITED

Address &r Sarvica 1140 Sheppard Avenue West, #12
Toranio, ON MK 242

L Frank Cancnaco, Presidant, have the aulhority \o bind the corporation,
Thiz document is not authorized under Power of Altornay by Whis paty,

LChargee{s)

Capacity Share

Name SUSSMAN MORTGAGE EUNDING INC.

Address for Service /o 128 Dunlop Stceet Enst
Barrie, ON L4M 1A5

Statarments

Schedule: See Sc}ledufes

LProvls!ons

Principat $2,500,000.00 Cuvrency CDN

Colculation Periad monthly, net in advanca

Balance Due Dale 2010012115

intoragt Rate 16.0%

Payments $33,333.33

Infevest Adiustrant Date 20091215

Paymont Date Interest Onty on tha 15th doy of aach month

First Payment Dale 201001 15

Last Payment Data 20101215

Standard Charge Trms 200033

fnswrance Amount full [nsurable value

Guarantor Sea Schedule

Additional Provisions

See Schadules

| Sigrned By

Sheita Anne Niemeyar 107 Coller Street PO Box 722 acting for Chargor  Signed 2008 12 31
Barrie s)
L4kt 4Y5

Tl TO5-728-4521

Fax 7057298744

} have Ihe authorlty to sign and register the dotument on behall of the Chargor(s),
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Recelpted as SC792819 on2009 1221~ at 1226

The applicantys} heveby apphes to the Land Regisicar,

yeyymmdd Page 2 of 4

Submitted By
COWAN & CARTER 107 Collier Streat PO Bax 722 2009 12 31
Bame:
LM 4Y5
Tet PO5-728-4521
Fiax 7057288744
Fess/Taxes/Paymant —I
Statitory Regislralion Fee S50.00
Total Pakd $50.00
File Number |
Chargor Cian! Fife tumber : 09-714
Chargee Clen! File Number ) 09-714; B~82




ADDITIONAL PROVISIONS

PROYIDED and it is hereby agreed, that the Mortgagor, when not in default hereunder,
shall have the privilege of prepaying the whole or any part of the outstanding principat on
any payment date without notice or bonus,

PROVIDED that in the event of the Marigagor selling, conveying or transferring title 1o
the propertics herein mortgaged, to a purchaser, granies or transferse, all monjes herchy
secured shali forthwith become due and payable, at the option of the Mortgagee.

PROVIDED that the Morgagor agrees to pay the sum of $250.00 for each statement
requested plus legal fees and expenses of the Mortgagee™s salicitor for cach discharge,

IT IS EXPRESSLY AGREED and upderstood by the Mortgagor that any service
charge or other charges assessad by any financial institution of the Marrgagee, for any
cheques retumed to the Mortgagee for any reason including insufficient funds, or for any
cheques not deposited {or any reason on the monthly due date, will be the responsibility
of the Montgagor and that as Hquidated damages, and not as penalty; for the said charges,
handling costs, and Martgagee's Hme and cxpenses, the Mortgagor shall pay to the
Mongagee the sum of SEVENTY-FIVE (875.00) DOLLARS, which sum may be added
to the principal amount of the morigage at the option of the Mortgages.

IT IS EXPRESSLY AGREED and understood by the Mortgagor that, in the event that
any payment should nat made any payment on account of this mortgage within 48 hours
of its due date, the Mortgagor will pay to the Mortgagee, as liguidated damages and not
as & penalty {or the said charges, handling costs and Mortgagee's time and expenses, the
sum of SEVENTY-FIVE ($75.00) DOLLARS, which sum may be added tg the
prineipal amount of the mortgage at the eption of the Morigagee.

INTEREST s calculated, compounded and payable Monthly.

WHATEVER the purpose of this mortgage, the Chargee may retain funds {rom any
advance or advances untit the Chargee is completely salisficd that the holdback
pravisions of the Construction Lien Act, R.8.C. 1990, ¢.C.30 (85 amended or repluced)
have been complied with. The Chargor authorizes the Chargee to give information about
the mortgage to anyone who claims a coustruction lien on the subject property.

i .



Guarantor

Frank Caconace

Ralph Canonaco

Tony Canonaco

Bayshors Homes Partnership

Address for Service

116 Lord Seaton Road
Narth York, ON M2P 1K9

29 Urbandale Avenuc
North York, ON M2M 2G9

[76 Noron Avenue
Norih York, ON M2IN4AS

1140 Avenue West, #12
Toronto, ON M3K 242

—

A i
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THIS IS EXHIBIT “M” TO
THE AFFIDAVIT OF GREGORY ZEHR
SWORN BEFORE ME THIS 24 |

. DAY OF APRIL, 2015,
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LRO#51 ChargeMortgage Receipted as SC1083208 on 20430906 &t 10:59

The applicant(s) eroly apptias (o the Lang Registroe yyyy mm dd Page 10f &
Propertias j
PiN 5B091 - 16892 LT InterastEstale  Feo Simple

DescrAption  PT 51/2LT 16 CON 12 INNISFIL PT 1 51R22028 EXCEPT PT 4 51R32688: S/T EASE
OVER PTS 1, 2 & 3 51RJ2556 AS IN SC212818, S/T EASE IN GRUSS DVER PT 4 QN
PL 51R34165 AS [N SC510541; BARRIE

Atdrass BARRIE

PiN 5BOG1 - Q288 LT Inlerasi/Estate Fee Simple

Deaseription PCL 16-2 SEC 51INN12; PT S 122 OF LT 15 CON 12 INNISFIL PT 1 81R22037 , ST
-+ EASE INGROSS OVER PTG PL 5TR34 185 AS IN SC510541; BARRIE

Addrags BARRIE

Chargor(s)

The chargor(s) hereby chargss the land to the charges(s). Tha chargor(s) acknowledges tre receipt of Lhe charge and the standard
charge tems, ff any,

Narie 2131058 ONTARIO LIMITED

Address for Sanvice . 1140 Sheppard Avenuns Wasl #12
Toronto, Ontarlo M3K 2A2

. Frank Canonaco, President, have tha authorly fo bind the corporation,

This document is not authorized under Powsr of Attarmey by this pariy.

Chargee(s) Capacity Share ]

Neme MARSHALLZEHR GROUP INC.

Address for Servicg 465 Phillip Street #205
Walerdon, Ontario N28L 6C7

I Statements ‘ l

Scheduls; Sea Schedulas

| Provisions : ' I
Principal $1,100,000.00 Cumsngy  CDN

Caleutalion Penod 3EE SCHEDULE

Balance Due Daie SEE SCHEDULE

inferost Rate SEE SCHEDULE

Payrneris

interest Adfustment Dgte

Faymont Date SEE SCHEDULE

First Peyment Dale

Last Payment Date
Standard Charge Terms 200033
tnsurance Amount full insurable value

Guaranior
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LRO N 51 Chargse/Mortgage Recsipted as SC1083208 on 20430906 al 10:50
The applicani(s) hemby applias lo lhe Land Registar. yyvy mm dd Page2of 5
lﬂgned By
Cormelia Chiistine Kraller 300 Viglaria St M. acting for Signed 2013409 08
Kitchenar Chargor(s)
NZH BR9
Taf 519-575-0460
Fax 519-575.3234
} have the authority to sign and ragister tha dogument on behalf of the Chargoe(s),
l Submitted 8y
SORBARA, SCHUMACHER, MCCANN LLP 300 Vicioria 81 N 201309 06
Kilchener
N2H 8RS
Tet 519-576-0460
Fax 519.576-3234
Fees/T axes!Payineni‘ ‘I
Statutory Rugisiration Fee $60 00
Tolal Paid 60 CG
File Number I

Chargor Client Fite Number ! 687780



SCHEDULE “A"

All Interest heraunder shall accrue on any outstanding principal balance both befare and
after default as well as befare and after maturty and judgment all in accordance with the
Morigage Commitment entared Info between the Chargor and MarshaliZehr Group Inc.
and dated June §4lh, 2013, a5 amended (the “Commitment™}.

The interest rale under this Charge for the first six (6) months of the Tern shall be
twenty peteant {20.00%) per annum and for the last manth of the Term and thereafier
twanty-five percent (25%) per annum.

thterest shall accrue on the outslanding principal balanca from fima o time as follows:

a) fousteen (14%) percent of the total interest payable per annum shall be
calculated, compounded and payable menlhly, not in advanca, following the
date of the inifial advance of funds (the *Interest Adjustment Date”) for the
first six {6} months of the Term; .

b) six {6%) percent per annum, of the total Inlarest payable shall be calculated
and campounded semi-annually, not in advance, from the Inferest
Adjustment Date with afl interest for the first six () months of the Term at
such rate accruing and becoming due and payable on the Maturity Date:

¢} the seventh (7*) month of the Term shall be the beginning of the wrap up
periods and interest shall be charged on the oulstanding principal balance at
the rate of twenty-five (25%) percent per annum, calculated compounded and
payabie monthly in the seventh (7} month of the Term amxd there-aftar.

Included in the principal amouni of the Charge Fs an inferast reserve as provided for in
the Goramitment (the “Interest Reserve”). The interest Reserve shall be deducied from
the first advance as provided for in {he Commitment and held in trust by MarshaliZehr
Group Inc. and applied against all interest payments accruing due undes this Charge
from time to fime. [n the event of & default under this Charge that glves the right of the
Chargee to demand payment of all or part of the principal amount of this Charge. the
Chargee shall have the right to apply any remaining portion of the Interast Reserve, If
any, as against principal, inferest or cosls al lts sole discretion.

The Charges shall make advances to the Chargor under the Charge only in accordance
with the Commilment.

Tha principat amount of this Charge shall malure and becoma due and payable seven
£7) months (the "Term’) following the Interest Adjusiment Date (the “Maturity Date™).

int addition to the interest payments provided for herein, the Chargor shall be obligated 1o
pay a contingency/success fee of five (5%} parcent of the principal amount of this
Charge upon the Maturity Date or prepayment in whole, Such amount shall he added {o
the principal amount of this Charge and be so sacured by this Charge. In the event that
the Chargor repays the entire sums of money due Lo MarshallZehr Group inc. under this
and every other morigage cemmitment pertaining to the Froperly between the Chargor
and MarshallZehr Group Inc. on or before August §, 2013, the sald contingencyfsuccess
fee shall be reduged to one and one quarter {1.25%) percent.

The vIncipal amount of this Gharge shall be completely open for prepayment in whole or
in parl, without notice, bonus ar penalty, provided that the Chargor shall be obfigated lo
pay intarest on the full amount of the principal set out herein to at isast Seplember 5,
2013 regardiess of any prepaymant being mada pricr to September §, 2013,

This Charge shall be subject to the terms and conditions of the Commitment and in {he
event of any conflict between le tems hereol and those contained in the Commitment,
the Commitmant shall take precedence and prevail. The Commilment shall not be
deemed to merge wilh the terms of this Charga but shall survive the deiivery and
registration of this Charge and any defauit under the terms of the Commitment shall be
and be deomed a default under the lerms of this Charge and a default under the terms
of this Gharge shall be deemed a default under the terms of the Commifment.

In the evenl of a default by the Chargor or any Guarantar in their respective obligations
under the Commitment, this Charge of any other security issued in connection with lhe
Commilment to the Chargee then, the Chargee shall, notwithstanding anything



10.

11.

contained herein to the contrary, be entilled to receive in addition o all other fees,
charpes and disbursements, an administration and manzagement fee in tha amount of
$5.000.00 for each month or part thereof that the Chargor andfor any Guarantar is in
defaull of ts obligations under the Charge, Commitment or other securlty issued in
connection with the Commilment. The said sum or sums are agreed to be lquidated
damages in respect of the Chargee's administration and management costs and are not
intended nor shall they be construed as a penalty, All such sums payable io the
Chargee shall be added 1o and deemed ta be oulstanding principal and inlerest shall
acerue thereon.

The Chargor covenants as follows and 2 breach of any covenant shall be a default undar
the terms of the Commitment and this Charge:

(a) The Chargor shall nel assign, transfer or ctharwise dispose of the Commiment, the
Property andfor any secusty given pursuent to the Commitment induding but rot
limiled to this Charge without the Chargee's prior written consenl. The Commilment,
this Charge and any other security hakd by tha Chargee may ba assignad by the
Chargee in whele or in part to another Chargee(s). Excapt as hereinafisr provided,
the Chargor consents to the disclosura by the Chargee 10 any such praspective
assignee or particlpant of zll information and dacuments regarding the Property
and/or Chargor within the possession or contral of the Chargea,

(b} Without the Charges’s prior written consent having first been obtained, the Chargor
shall not morigage, charge, ssll, transfer or convey ihe Property or its dghts therein,
In the event of a breach by the Chargor of this covenant (hen, al the sole option of
the Chargee, all manies outstanding, together with all acerued and unpaid inferest
thereon and any other amounts due under the Commitment, this Charge or any other
security held by the Chargee, shall become due and payable.

The Chargor will notl commil any waste on the lands.

Upon any defaull, other than a payment default, undar the Commitment, this Charge o¢
any other Security issued to the Chargee, the Charges shall provide the Chargor with a
thirty (30} day period (the "Cure Pariad"} to cure such default, during which the Chargee
shall have the opportunity to correct all causes of default, If after Hhe Cure Perlod the
Chargor has not cured the defauli(s), the Chargea may declare any or afl of the
obligations unter the Commitmant 1a be Immexiately due and payabls and may proceed
to realize the securlty and to enforce ils fights by eniry; or by the appointrnant by
lnstrumenit in writing of a recalver or receivers (hereinafter called “Receiver’ of
“Recaivers’) of the subject matter of such secudity or any part thereof and such Recalvar
or Recelvers may be any person or persons, whether an officer or officers or empioyea
or employees of the Chargee or nol, and the Chargee may remove any Receiver or
Receivers so appoinied and appoint another or others in his or their stead; or by
proceedings in any cowt of compelent jurisdiction for the appolniment of a Receiver or
Receivers o1 for sale of ths Property or any part thereof; or by any other action, sufl,
remady ar procesding gutharized or permitied hereby or by law or by equity; and may
file such proofs of claim and othar documents as may be nacessary or advisable in order
le have lis claim lodged in any bankruptey, winding-up or other judicfat procaedings
relative to the Chargor. Any such Receiver or Receivers 5o appointed shall have powear
lo take posyession of the Property or any part thereof and to carry on the business of the
Chargor, and lo borrow money required far the malntenance, preservation or protegtion
of the Propery or any part thereof, and fo further charge the Property in priority to the
securily constituted by the Commitment as security for maney so borowed, and to seil,
leasa or olhervise dispose of the whole or any part of the Froperty on such terms and
conditions and in such manner as he shall determine. In exersising sny powers, any
such Receiver or Receivars shall ac! as agen! or agents for the Charget and the
Chargee shall not be responsible for his or thelr actions,

In addition, the Chargee or Receiver or Receivers may enter upon the applicable
pramises and lgase or sefl the whole or any part or parls of the Property. The Chargor
agrees that it will be commerclally reasonable to sell such par of the Property:

(8]  as awhale orin various units:

(b) by & public sale or call for tenders by advertising such sala once in 3 pca)
daily newspaper a1 least seven (7) days before such saie; and



2.

{c) by privale sals after the receipt by the Chargee of at least two offers from
prospective arms-fength purchasers.

Notwithstandlng the above, the Chargee or Receiver or Receivers musl obtain a
minimym of two (2) third party appraisals of the Property and use all commercially
reasonable efforts to sell the Propery for the full markat value.

Any such sale shall be on such terms and conditions as to credit or otherwise and as lo
upset or reserve bid or price as to the Chargee in ifs sole discrelian may seem
advantageous and such sale may take place whethar or not the Chargee has taken
possession of such properly and assats,

No remedy for the realization of the security herecf or for he enforcement of the rights of
tha Chargee shall be exclusive of or dependent on any other such remedy, but any one
or mara of such remedies may from time fo llme be exercised Independently of in
combination, The lomm “receiver” as used in this schedula ncludes a. receiver and
manager.

{a)  Any Recelver shall have all of the powers of the Chargee sel outin
this Charge and, in addilion, shall have the following powers:

0] ta carry on the business of the Charger and (o enter info any compromise
or arrangement on behalf of the Chargor; and

(ii) with the priar wrilen consent of the Chargeo o borrow money in its name
of in the Chargor's name, for the purpose of carrying on the business of
the Chargor and for the presarvation and realization of the undertaking,
property and assets of the Chargor including, withoul Imitatlon, the right
io pay persans having prior charges or encumbrances on the pioperties
which the Chargee may hokd charges or encumbrances, with any amount
su borrowed and any interast thereon to be a charge upon the marfgaged
property [n prorily fo this Charge:

{6}  Any Receiver appointed pursuani to the provisions hereof shall be deemad to be
an agent of the Chargor for the purposes of:

0] carrying on and managing the business and affairs of the Chargor, and

{iiy establishing Kabillly for ail of the acts or omissions of the Receiver whils
acting in any capacity hereunder and the Chargee shall not be liable for
such acts or amisslons, .

provided that, without restricting the genecalily of the foregoing, the Chargor
irravocably aufhorizes the Chargee to give instiuctions to the Receiver relafing to
the performance of its dulfes as set cut herein.

.\‘J:



Dock2034224v1

»
\._‘_J
-~

THIS IS EXHIBIT “N” TO
THE AFFIDAVIT OF GREGORY ZEHR
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LRO# 51 Charge/Mortgage

The applicant(s) hereby applies to the Land Regisirar,

Registered as SC1028163 on20121130 at 1520 ™

yyyy mmdd Page 1 of5

Properties . |
PIN 58091 - 1688 1T Inferast/Estate Fee Simple
Description PT S1/2 LT 16 CON 12 INNISFIL PT 1 51R22928 EXCEPT PT 4 51R32586; S/T EASE
OVER PTS 1, 2 & 3 51R32586 AS IN SC212816, S/T EASE IN GROSS GVER PT8'CN
PL 51R34165 AS IN SC510541; BARRIE
Address BARRIE
PIN 58091 - 0288 LT Interest/Estate Fee Simpla
Description PCL 16-2 SEC 51INN12; PT & 1/2 OF LT 16 CON 12 INNISFIL PT 1 51R22037 , SIT
EASE IN GROSS OVER PT 6 PL 51R34165 AS IN SC510541; BARRIE
Addross BARRIE

I Chargor(s)

The chargor(s) hereby charges the land to the chargee(s). Tha chargor(s) acknowledges the receipt of the charge and the standard
charge terms, if any.

Name

2131059 ONTARIOQ LIMITED

Address for Service 1140 Sheppard Avenue West #12

Toronte, Ontario, M3K 2A2

|, Frank Canonaco, President, have the authority to bind the corporation,
This document is not authorized under Power of Attorney by this party,

| Chargee(s) Capacity Share

Name MARSHALLZEHR GROUP INC.

Address for Service 465 Philllp Street #206

Waterloo, Ontario, N2L 6C7

I Statements —l

Schedule: See Schedules

l Provisions |

FPrincipal $4,712,500.00 Currency  CDN

Calculafion Period See Schedule

Balance Dus Dale See Schedule

Interest Rate See Schedule

Payments i

Interest Adjustment Date

Payment Date Ses Schedule

First Payrent Date

Last Payment Date

Standard Charge Terms 200033

Insurance Amount full insurable value

Guaranlor '

[ngned By

Charlotte Ann Langill 300 Victeria St N, acting for Chargor Signed 2012 11 08
Kitchener (s)
N2H 6Rg

Tel 5195760460

Fax 5185763234
| have the authority to sign and register the document on behaif of the Chargor(s).



LRO# 51 Charge/Mortgage
Tha appiicani(s} heraby applies to the Land Registrar.

Registered as SC1028163 on20121130 at 1529
yyyymmdd Page2of5

|

Submitted By
SORBARA, SCHUMACHER, MCCANN LLP 300 Victoria St. N. 2012 11 30
. Kitchenar
N2H 6R9
Tel 5195760460
Fax 5195763234
Fees/Taxes/Payment I
Stafulory Registration Fae $60.00
Total Pald $60.00
| Fite Number |
Chargor Client File Number : 65369

Chargee Client Fife Number : 65369



SCHEDULE “A”

All interest hereunder shalf accrue on any outstanding principal balanca both before and
after default as well as bafore and after maturity and judgment all In accordance with the
Mertgage Commitment entered into between the Chargor and MarshallZehr Group Inc.
and dated June 28", 2012, as amended (the “Commitment").

The interest rate under this Charge for the first efeven (11) months of the Term shall be
eleven percent (11.00%) per annum and for the last month of the Term and thereafter
fifteen percent (15%) per annum.

Interest shall accrue on the outstanding principal balance from time to time at the rate
set out In the Commitment and shall be calculated, compounded and payable monthly
following the date of the initial advance of funds {the “Interest Adjustment Date"}.
Included in the principal amount of the Charge is an interest reserve as pravided for in
the Commitment (the "Interest Reserve”), The Inferest Reserve shall be deducted from
the first advance as provided for in the Commitment and held in trust by MarshallZehr
Group Inc. and applled against all interest payments accruing due under this Charge
from time to time. In the event of a defauit under this Charge that gives the right of the
Chargee to demand payment of all or part of the principal amount of this Charge, the
Chargee shall have the right to apply any remaining porfion of the interest Reserve, if
any, as against principal, interest or costs at its sole discretion.

The Chargee shall make advances to the Chargor under the Charge only in accordance
with the Cornmitment,

The, Principal amount of this Charge shall mature and become due and payable twelve
{12) months following the Intarest Adjustment Date (the “Maturity Date")

The principal amount of this Charge shall be completely open for prepayment in whole or
in part, without notice, benus or penalty,

This Charge shall be subject to the terms and conditions of the Commitrnent and in the
event of any conflict between the terms hereof and thosa contained in the Commitment,
the Commitment shall take precedence and prevall. The Commitment shall not be
deemed to merge with the terms of this Charge but shall survive the delivery and
registration of this Charge and any default under the terms of the Commitment shall bs
and be deemed a default under the terms of this Charge and a default under the terms
of this Charge shall be desmed a default under the terms of the Commitment.

In the event of a default by the Chargor or any Guarantor in their respective obligations
under the Commitment, this Charge or any other security issued in connection with the
Commitment to the Chargee then, the Chargee shall, notwithstanding  anything
contained herein to the contrary, be entitied to receive In addition to all other fees,
charges and disbursements, an administration and management fee in the amount of
$5,000.00 for each month or part thereof that the Chargor and/er any Guarantor is In
default of its obligations under the Charge, Commitment or other security issued in
connection with the Commitment. The said sum or sums are agreed to bs liquidated
damages in respect of the Chargee's administration and management costs and are not
intended nor shall they be construed as a penalty. All such sums payable to the
Charges shall be added to and deemed to be outstanding princlpal and interest shall
accrue thereon,

The Chargor cavenants as follows and a breach of any covenant shall be a default under
the terms of the Commitment and this Charge:

{a) The Chargor shall not assign, transfer or otherwise dispese of the Commitment, the
Property andfor any security given pursuant to the Commitment including but not
limited to this Charge without the Chargee's prior written consent. The Commitment,
this Charge and any other security held by the Charges may be assigned by the
Chargee in whole or in part to ansther Chargee(s). Except as hereinafier provided,
the Chargor consents to the disclosure by the Chargee to any such prospective
assignee or participant of all information and documents regarding the Property
and/or Chargor within the possesslon or control of the Chargee.

{b} Without the Chargee’s prior written consent having first been obtained, the Chargor
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11.
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shall not morigage, charge, sell, transfer or convey the Property or its rights thereln,
In the event of a breach by the Chargor of this covenant then, at the sole option of
the Chargee, all monies ouistanding, together with all accrued and unpaid Interast
thereon and any other amounts due under the Commitment, this Charge or any other
security held by the Chargee, shall become due and payable.

The Chargor will not commit any waste on the lands.

Upon any default, other than a payment default, under the Commitment, this Charge or
any other Securily issued to the Chargee, the Chargee shall provide the Chargor with a
thirty (30} day period (ths “Cure Period") to cure such default, during which the Charges
shall have the opportunity to correct all causes of default. if after the Cure Period the
Chargor has not cured the default(s), the Chargee may declare any or all of the
obligations under the Commitment to be immediately due and payable and may proceed
to reallze the security and to enforce its rights by entry; or by the appointment by
Instrument in writing of a receiver or receivers (hereinafter called "Receiver” or
“Receivers”} of tha 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 Chargee or not, and the Chargee may remove any Receiver or
Receivers so appointed and appoint anather 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 Property 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 nece’ssary or advisable in order
to have its claim lodged in any bankruptey, winding-up or other judicial proceedings
relative to the Chargor, Any such Recelver or Receivers so appeinted shall have power
to take possession of the Property or any part thereof and to carry en the business of the
Chargor, and to borrow money required for the maintenance, preservation or protection
of the Property or any part thereof, and to further charge the Property In priority to the
security constituted by the Commitment as security for money so borrowed, and to sell,
lease or otherwise dispose of the whole or any part of the Property on such terms and
conditions and in such manner as he shall determine. In exercising any powers, any
such Receiver or Recelvers shall act as agent or agenis for the Chargor and the
Chargee shall not be responsible for his or their actions.

In addition, the Chargee or Recelver or Receivers may enter upon the applicable
premises and lease or sell the whole or any part or parts of the Property. The Chargor
agrees that it will be commercially reasonable to sell such part of the Property:

(a) as a whole or in various units:

{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 Chargee of at least two offers from
prospeclive arms-length purchasers,

Notwithstanding the above, the Chargee or Receiver or Receivers must obtain a
minimum of two (2) third party appraisals of the Property and use all commerclally
reasonable efforis to self the Property for the full market value.

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 Chargee in its sole discretion may seem
advantageous and such sale may take place whether or not the Chargee has taken
possession of such property and assets,

No remedy for the realizatlon of the security hereof or for the enforcement of the rights of
the Chargee 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 schedule Includes a receiver and
manager. )

{a)  Any Receiver shall have all of the powers of the Chargee set out In
this Charge and, in addition, shall have the following powers:

{H to carry on the business of the Chargor and to enter into any compromise
or arrangement on behalf of the Chargor; and



(&)

(i) .

with the prior written consent of the Chargee to borrow money In its name -

or in the Chargor's name, for the purpose of carrying on the business of
the Chargor and for the preservation and realization of the undertaking,
property and assets of the Chargor including, without limitation, the right
to pay persons having prior charges or encumbrances on the properties
which the Chargee may hold charges or encumbrances, with any amount
so borrowed and any interest thereon to be a charge vpon the mortigaged
property in priority to thls Charge;

Any Recelver appointed pursuant to the provisions hereof shall be deemed to be
an agent of the Chargor for the purposes of;

0
(ii}

carrying on and managing the business and affairs of the Chargor, and

establishing liability for all of the acis or omissions of the Receiver while
acting in any capacity hereunder and the Chargee shall not bs liable for
such acts or omissions,

provided that, without restricting the generality of the foregoing, the Chargor
irrevocably authorizes the Chargee to give instructions to the. Receiver relating to
the performance of its duties as set out herein.
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