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introduction

This is the Second Report prepared by Collins Barrow Toronto Limited (the
“Monitor”), in its capacity as the monitor of Martin Ross Group Inc. (“MRG” or the
“‘Company”) appointed pursuant to section 11.7 of the Companies’ Creditors
Arrangement Act (the “CCAA”") by an Order of Mr. Justice Penny dated August 7,
2014 (the “Initial Order”). A copy of the Initial Order is attached hereto as
Appendix “A”,

On August 27, 2014, the Company sought and obtained from the Court an Order
extending the stay period to September 11, 2014 (“First Stay Extension
Order”). A copy of the First Stay Extension Order is attached hereto as Appendix
MB”.

On September 11, 2014, the Company sought and obtained from the Court an
Order extending the stay period to October 31, 2014, as well as an Order
authorizing and directing the Monitor to conduct the sale process attached as
Schedule “A" to that Order (“Sale Process Approval and Second Stay
Extension Order”). A copy of the Sales Process Approval and Second Stay
Extension Order is attached hereto as Appendix “C”.

1 '



The First Report of the Monitor dated September 5, 2014 (the "First Report”),
which was used in support of the Company’s motion on Septémber 11, 2014,
was filed with the Court on September 8, 2014, A copy of the First Report,
without appendices, is attached hereto as Appendix “D".

The purpose of this Second Report is to provide:
i) abrief summary as to the results of the Sale Process;

ii) the Monitor's comments on the proposed funding by 2436768 Ontario Inc.
("2436768") with respect to a proposed payment of monies to certain MRG
employees whose employment was terminated by MRG, as described in the
affidavit of Allan Shechtman sworn on October 6, 2014 (the “"Shechtman
Affidavit’); and

iii) the Monitor's comments on the proposed appointment of Dewart Gleason
LLP ("Dewart Gleason”) as representative counsel to the Eligible
Employees (as defined the Shechtman Affidavit).

In preparing this Second Report and making the comments herein, the Monitor
has relied upon unaudited or draft internal financial statements and/or financial
information prepared or provided by the Company, discussions with management
of the Company, discussions with counsel for 2436768, and information from
other third-party sources (collectively, the “Information”). As the Information
included in this Second Report has been provided by the Company or other
parties, the Monitor has relied on the Information and, to the extent possible,
reviewed the Information for reasonableness. However, the Monitor has not
audited or otherwise attempted to verify the accuracy or completeness of the
Information in a manner that would wholly or partially comply with Generally
Accepted Assurance Standards pursuant to the Canadian Institute of Chartered
Accountants Handbook and, accordingly, the Monitor expresses no opinion or
other form of assurance in respect of the Information.



10.

11.

Capitalized terms not defined in this Second Report are as defined in the Initial
Order, the First Report, the First Stay Extension Order and the Sale Process
Approval and Second Stay Extension Order. All references to dollars are in
Canadian currency unless otherwise noted.

The Monitor has to date posted to its website the Application Record dated
August 5, 2014, the Initial Order, the First Report, the First Stay Extension Order,
the Sale Process Approval and Second Stay Extension Order, a list of the
Company’s creditors, a notice sent to the Company's creditors, and the Service
List. The Monitor's website is found at http://www.collinsbarrow.com/en/toronto-
ontario/martin-ross-group. The Monitor will continue to post to its website
documents in accordance with the E-service Protocol for the Commercial List in
the Toronto region.

Sale Process

The First Report set out in detail the Sale Process that was approved by the
Court.

It is the Monitor’s intention to provide the Court with the results of the Sale
Process in respect of which offers were to be received by September 30, 2014
("Sale Process Deadline”). The Monitor will provide its report to the Court after
the Company provides the Monitor with its position relating to offer(s) received for
the Company’s assets and advises the Monitor of its plan in light of the results of
the Sale Process.

Pending that reporting, and in view of 2436768's motion to the Court scheduled
for October 8, 2014, the Monitor wishes to advise the Court that no material
offers for MRG's assets were received by the Sale Process Deadline.



12.

13.

14.

15.

16.

Proposed Funding by 2436768 Ontario Inc.

The Shechtman Affidavit sets out that 2436768 is proposing to provide funds to
MRG for the sole purpose of paying monies to certain MRG employees whose
employment was terminated by MRG. In particular, Paragraph 4 of the
Shechtman Affidavit sets out that arrangements have been made to fund that
payment and as a result, the payments to be made to MRG’s employees would
not be funded from assets of MRG.

As part of the proposed payment to Eligible Employees (as defined in the
Shechtman Affidavit), Eligible Employees would release their rights as unsecured
creditors and not be entitled to advance a claim against the assets of MRG. As a
result, the Eligible Employees would not dilute the other unsecured creditors’ pro-
rata share of the net funds that will be available following the liquidation of MRG's
assets,

With respect to 2436768's possible claim against MRG in respect of the amounts
to be advanced, the Order being sought by 2436768 provides that 2436768 “shall
not file a claim against MRG in the CCAA proceeding or otherwise in respect of
the Eligible Employee Payment or the Conditional Additional Payment”.

Based on the above, the Monitor is of the view that the proposal set out in the
Shechtman Affidavit: (i) appears to benefit the Eligible Employees by providing
them with funds by October 17, 2014, rather than them possibly having to wait
until the conclusion of the within CCAA proceedings to receive payment on
account of claims they may have against MRG; and (ii) provides, to the
employees of MRG, access to Independent Legal Counsel at no cost to them.

Based on the above, the Monitor supports the proposal set out in the Shechtman
Affidavit.



IV. Representative Counsel

17. 2436768 is proposing that Dewart Gleason LLP be appointed as Representative
counsel for the MRG employees. As set out in the Shechtman Affidavit, Dewart
Gleason LLP has expertise in both employment law and in insolvency law (and in
CCAA proceedings specifically) and 2436768 is proposing to pay the fees of

Representative Counsel.

18.  The Monitor supports the appointment of Representative Counsel and has no
objection to Dewart Gleason LLP being so appointed.

V. Conclusion
19.  The Monitor supports:

i) the proposed funding by 2436768 with respect to a proposed payment of
monies to certain MRG employees whose employment was terminated by
MRG as described in the Shechtman Affidavit, and

i) the appointment of Representative Counsel, and has no objection to
Dewart Gleason LLP being so appointed.

All of which is respectfully submitted to this Court as of this 6™ day of October, 2014.

COLLINS BARROW TORONTO LIMITED

in its capacity as the Monitor appointed in

the CCAA proceedings of Martin Ross Group Inc.,
and not in its personal capacity

42 -

T

Per: Daniel R. Weisz, CPA, CA, CIRP
Senior Vice President
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Court File No. CJ- {4-{065%~00¢
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE T ) THURSDAY, THE 7TH

)

) DAY OF AUGUST, 2014

JUSTICEQ‘JW\-T

_. w. INTHE MATTER OF THE COMPANIES' CREDITORS
ARKANGEMENTACT R.S.C. 1985, c. C-36, AS AMENDED

ND IN THE MATTER OF A PLAN OF COMPROMISE OR
o ARRANGEMENT OF MARTIN ROSS GROUP INC. (the
"'Apphcant")

INITIAL ORDER

THIS APPLICATION, made by the Applicant, pursuant to the Companies’ Creditors
Arrangement Act, R.S.C, 1985, c. C-36, as amended (the "CCAA") was heard this day at 330

University Avenue, Toronto, Ontario.

ON READING the affidavit of Cameron Gillies sworn August 5, 2014 and the Exhibits
thereto, and on being advised that the secured creditors who are likely to be affected by the
charges created herein were given notice, and on hearing the submissions of counsel for the
Applicant, no one appearing for Sherfam Inc., RP Holdings Inc., or Dell Financial Services
Canada Limited, although duly served as appears from the affidavit of service of Stephen
Wolpert affirmed August 5, 2014 and on reading the consent of Collins Barrow Toronto Limited

to act as the Monitor,

SERVICE

L. THIS COURT ORDERS‘ that the time for service of the Notice of Application and the
Application Record is hereby abridged and validated so that this Application is properly

returnable today and hereby dispenses with further service thereof.
APPLICATION

2, THIS COURT ORDERS AND DECLARES that the Applicant is a company to which
the CCAA applies.



PLAN OF ARRANGEMENT

3. THIS COURT ORDERS that the Applicant shall have the authority to file and may,
subject to further order of this Court, file with this Court a plan of compromise or arrangement

(hereinafter referred to as the "Plan"),
POSSESSION OF PROPERTY AND OPERATIONS

4, THIS COURT ORDERS that the Applicant shall remain in pessession and control of its
current and future assets, undertakings and properties of every nature and kind whatsoever, and
wherever situate including all proceeds thereof (the "Property”). Subject to further Order of this
Court, the Applicant shall continue to carry on business in a manner consistent with the
preservation of its business (the "Business") and Property, The Applicant is authorized and
empowered to continue to retain and employ the employees, consultants, agents, experts,
accountants, counsel and such other persons (collectively "Assistants") currently retained or
employed by it, with liberty to retain such further Assistants as it deems reasonably necessary or

desirable in the ordinary course of business or for the carrying out of the terms of this Order.

5. THIS COURT ORDERS that the Applicant shall be entitled but not required to pay the

following expenses whether incurred prior to or after this Order:

(a) all outstanding and future wages, salaries, employee benefits, vacation pay and
expenses payable on or after the date of this Order, in each case incurred in the
ordinary course of business and consistent with existing compensation policies and

arrangements; and

(b)  the fees and disbursements of any Assistants retained or employed by the Applicant

in respect of these proceedings, at their standard rates and charges:

6. THIS COURT ORDERS that, except as otherwise provided to the contrary herein, the
Applicant shall be entitled but not required to pay all reasonable expenses incurred by the
Applicant in carrying on the Business in the ordinary course after this Order, and in carrying out

the provisions of this Order, which expenses shall include, without limitation:



(a) all expenses and capital expenditures reasonably necessary for the preservation of the
Property or the Business including, without limitation, payments on account of
insurance (including directors and officers insurance), maintenance and security

services; and

(b)  payment for goods or services actually supplied to the Applicant following the date of
this Order.

7. THIS COURT ORDERS that the Applicant shall remit, in accordance with legal

requirements, or pay:

(a) any statutory deemed trust amounts in favour of the Crown in right of Canada or of
any Province thereof or any other taxation authority which are required to be
deducted from employees' wages, including, without limitation, amounts in respect of

(i) employment insurance, (ii) Canada Pension Plan, and (iv) income taxes;

(b) all goods and services or other applicable sales taxes (collectively, "Sales Taxes")
required to be remitted by the Applicant in connection with the sale of goods and
services by the Applicant, but only where such Sales Taxes are accrued or collected
after the date of this Order, or where such Sales Taxes were accrued or collected prior
to the date of this Order but not required to be remitted until on or after the date of
this Order, and

(c) any amount payable to the Crown in right of Canada or of any Province thereof or
any political subdivision thercof or any other taxation authority in respect of
municipal realty, municipal business or other taxes, assessments or levies of any
nature or kind which are entitled at law to be paid in priority to claims of secured
creditors and which are attributable to or in respect of the carrying on of the Business

by the Applicant.

8. THIS COURT ORDERS that until a real property lease is disclaimed in accordance with
the CCAA, the Applicant shall pay all amounts constituting rent or payable as rent under real
property leases (including, for greater certainty, common area maintenance charges, utilities and
realty taxes and any other amounts payable to the landlord under the lease) or as otherwise may

be negotiated between the Applicant and the landlord from time to time ("Rent"), for the period



commencing from and including the date of this Order, twice-monthly in equal payments on the
first and fifteenth day of each month, in advance (but not in arrears). On the date of the first of
such payments, any Rent relating to the period commencing from and including the date of this
Order shall also be paid.

9. THIS COURT ORDERS that, except as specifically permitted herein, the Applicant is
hereby directed, until further Order of this Court: (a) to make no payments of principal, interest
thereon or otherwise on account of amounts owing by the Applicant to any of its creditors as of
this date; (b) to grant no security interests, trust, liens, charges or encumbrances upon or in
respect of any of its Property; and (c) to not grant credit or incur liabilities except in the ordinary

course of the Business.
RESTRUCTURING

10, THIS COURT ORDERS that the Applicant shall, subject to such requirements as are
imposed by the CCAA, have the right to:

(a) permanently or temporarily cease, downsize or shut down any of its business or
operations, and to dispose of redundant or non-material assets not exceeding

$100,000 in any one transaction or $1,000,000 in the aggregate

(b) terminate the employment of such of its employees or temporarily lay off such of its

employees as it deems appropriate; and

(c) pursue all avenues of refinancing of its Business or Property, in whole or part, subject

to prior approval of this Court being obtained before any material refinancing,

all of the foregoing to permit the Applicant to proceed with an orderly restructuring of the
Business (the "Restructuring").

1L THIS COURT ORDERS that the Applicant shall provide each of the relevant landlords
with notice of the Applicant’s intention to remove any fixtures from any leased premises at least
seven (7) days prior to the date of the intended removal. The relevant landlord shall be entitled
to have a representative present in the leased premises to observe such removal and, if the

landlord disputes the Applicant’s entitlement to remove any such fixture under the provisions of



the lease, such fixture shall remain on the premises and shall be dealt with as agreed between any
applicable secured creditors, such landlord and the Applicant, or by further Order of this Court
upon application by the Applicant on at least two (2) days notice to such landlord and any such
secured creditors. If the Applicant disclaims the lease governing such leased premises in
accordance with Section 32 of the CCAA, it shall not be required to pay Rent under such lease
pending resolution of any such dispute (other than Rent payable for the notice period provided
for in Section 32(5) of the CCAA), and the disclaimer of the lease shall be without prejudice to
the Applicant's claim to the fixtures in dispute.

12, THIS COURT ORDERS that if a notice of disclaimer is delivered pursuant to Section 32
of the CCAA, then (a) during the notice period prior to the effective time of the disclaimer , the
landlord may show the affected leased premises to prospective tenants during normal business
hours, on giving the Applicant and the Monitor 24 hours' prior written notice, and (b) at the
effective time of the disclaimer, the relevant landlord shall be entitled to take possession of any
such leased premises without waiver of or prejudice to any claims or rights such landlord may
have against the Applicant in respect of such lease or leased premises, provided that nothing
herein shall relieve such landlord of its obligation to mitigate any damages claimed in connection

therewith.
NO PROCEEDINGS AGAINST THE APPLICANT OR THE PROPERTY

13. THIS COURT ORDERS that until and including September 6, 2014, or such later date as
this Court may order (thc "Stay Period"), no proceeding or enforcement process in any court or
tribunal (each, a "Proceeding") shall be commenced or continued against or in respect of the
Applicant or the Monitor, or affecting the Business or the Property, except with the written
consent of the Applicant and the Monitor, or with leave of this Court, and any and all
Proceedings currently under way against or in respect of the Applicant or affecting the Business

or the Property are hereby stayed and suspended pending further Order of this Court,
NO EXERCISE OF RIGHTS OR REMEDIES

14.  THIS COURT ORDERS that during the Stay Period, all rights and remedies of any
individual, firm, corporation, governmental body or agency, or any other entities (all of the

foregoing, collectively being "Persons" and each being a "Person") against or in respect of the



Applicant or the Monitor, or affecting the Business or the Property, are hereby stayed and
suspended except with the written consent of the Applicant and the Monitor, or leave of this
Court, provided that nothing in this Order shall (i) empower the Applicant to carry on any
business which the Applicant is not lawfully entitled to carry on, (ii) affect such investigations,
actions, suits or proceedings by a regulatory body as are permitted by Section 11.1 of the CCAA,
(iii) prevent the filing of any registration to preserve or perfect a security interest, or (iv) prevent

the registration of a claim for lien,
NO INTERFERENCE WITH RIGHTS

15. THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, agreement, licence or permit in favour of or held by the Applicant, except with the

written consent of the Applicant and the Monitor, or leave of this Court.
CONTINUATION OF SERVICES

16. THIS COURT ORDERS that during the Stay Period, all Persons having oral or written
agreements with the Applicant or statutory or regulatory mandates for the supply of goods and/or
services, including without limitation all computer software, communication and other data
services, centralized banking services, payroll services, insurance, transportation services, utility
or other services to the Business or the Applicant, are hereby restrained until further Order of this
Court from discontinuing, altering, interfering with or terminating the supply of such goods or
services as may be required by the Applicant, and that the Applicant shall be entitled to the
continued use of its current premises, telephone numbers, facsimile numbers, internet addresses
and domain names, provided in each case that the normal prices or charges for all such goods or
services received after the date of this Order are paid by the Applicant in accordance with normal
payment practices of the Applicant or such other practices as may be agreed upon by the supplier
or service provider and each of the Applicant and the Monitor, or as may be ordered by this

Court,
NON-DEROGATION OF RIGHTS

17, THIS COURT ORDERS that, notwithstanding anything else in this Order, no Person

shall be prohibited from requiring immediate payment for goods, services, use of lease or



licensed property or other valuable consideration provided on or after the date of this Order, nor
shall any Person be under any obligation on or afier the date of this Order to advance or re-
advance any monies or otherwise extend any credit to the Applicant. Nothing in this Order shall
derogate from the rights conferred and obligations imposed by the CCAA.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

18. THIS COURT ORDERS that during the Stay Period, and except as permitted by
subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued against any
of the former, current or future directors or officers of the Applicant with respect to any claim
against the directors or officers that arose before the date hereof and that relates to any
obligations of the Applicant whereby the directors or officers are alleged under any law to be
liable in their capacity as directors or officers for the payment or performance of such
obligations, until a compromise or arrangement in respect of the Applicant, if one is filed, is

sanctioned by this Court or is refused by the creditors of the Applicant or this Court.
DIRECTORS’ AND OFFICERS’ INDEMNIFICATION

19.  THIS COURT ORDERS that the Applicant shall indemnify its directors and officers
against obligations and liabilities that they may incur as directors or officers of the Applicant
after the commencement of the within proceedings, except to the extent that, with respect to any
officer or director, the obligation or liability was incurred as a result of the director's or officer's

gross negligence or wilful misconduct.
APPOINTMENT OF MONITOR

20. THIS COURT ORDERS that Collins Barrow Toronto Limited is hereby appointed
pursuant to the CCAA as the Monitor, an officer of this Court, to monitor the business and
financial affairs of the Applicant with the powers and obligations set out in the CCAA or set
forth herein and that the Applicant and its shareholders, officers, directors, and Assistants shall
advise the Monitor of all material steps taken by the Applicant pursuant to this Order, and shall
co-operate fully with the Monitor in the exercise of its powers and discharge of its obligations
and provide the Monitor with the assistance that is necessary to enable the Monitor to adequately

carry out the Monitor's functions.



21.

THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and

obligations under the CCAA, is hereby directed and empowered to:

(a)

(®)

(©

(@
(e)

®

®

(h)

22,

monitor the Applicant's receipts and disbursements;

report to this Court at such times and intervals as the Monitor may deem appropriate
with respect to matters relating to the Property, the Business, and such other matters

as may be relevant to the proceedings herein;

advise the Applicant in its preparation of the Applicant’s cash flow statements which

information shall be reviewed with the Monitor;
advise the Applicant in its development of the Plan and any amendments to the Plan;

assist the Applicant, to the extent required by the Applicant, with the holding and

administering of creditors’ or shareholders’ meetings for voting on the Plan;

have full and complete access to the Property, including the premises, books, records,
data, including data in electronic form, and other financial documents of the
Applicaﬁt, to the extent that is necessary to adequately assess the Applicant's business

and financial affairs or to perform its duties arising under this Order;

be at liberty to engage independent legal counsel or such other persons as the Monitor
deems necessary or advisable respecting the exercise of its powers and performance

of its obligations under this Order; and

perform such other duties as are required by this Order or by this Court from time to

time,

THIS COURT ORDERS that the Monitor shall not take possession of the Property and

shall take no part whatsoever in the management or supervision of the management of the

Business and shall not, by fulfilling its obligations hereunder, be deemed to have taken or

maintained possession or control of the Business or Property, or any part thereof.

23.

THIS COURT ORDERS that nothing herein contained shall require the Monitor to

occupy or to take control, care, charge, possession or management (separately and/or



collectively, "Possession") of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legislation"), provided however that nothing herein shall
exempt the Monitor from any duty to report or make disclosure imposed by applicable
Environmental Legislation, The Monitor shall not, as a result of this Order or anything done in
pursuance of the Monitor's duties and powers under this Order, be deemed to be in Possession of
any of the Property within the meaning of any Environmental Legislation, unless it is actually in

possession,

24.  THIS COURT ORDERS that that the Monitor shall provide any creditor of the Applicant
with information provided by the Applicant in response to reasonable requests for information
made in writing by such creditor addressed to the Monitor. The Monitor shall not have any
responsibility or liability with respect to the information disseminated by it pursuant to this
paragraph. In the case of information that the Monitor has been advised by the Applicant is
confidential, the Monitor shall not provide such information to creditors unless otherwise

directed by this Court or on such terms as the Monitor and the Applicant may agree.

25. THIS COURT ORDERS that, in addition to the rights and protections afforded the
Monitor under the CCAA or as an officer of this Court, the Monitor shall incur no liability or
obligation as a result of its appointment or the carrying out of the provisions of this Order, save
and except for any gross negligence or wilful misconduct on its part. Nothing in this Order shall
derogate from the protections afforded the Monitor by the CCAA or any applicable legislation.

26. THIS COURT ORDERS that the Monitor, counsel to the Monitor and counsel to the
Applicant shall be paid their reasonable fees and disbursements, in each case at their standard
rates and charges, by the Applicant as part of the costs of these proceedings. The Applicant is
hereby authorized and directed to pay the accounts of the Monitor, counsel for the Monitor and

counsel for the Applicant on a monthly basis and, in addition, the Applicant is hereby authorized



to pay to the Monitor, counsel to the Monitor, and counsel to the Applicant, retainers in the
amount[s] of $50,000 , respectively, to be held by them as security for payment of their

respective fees and disbursements outstanding from time to time

27.  THIS COURT ORDERS that the Monitor and its legal counsel shall pass their accounts
from time to time, and for this purpose the accounts of the Monitor and its legal counsel are

hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice.

28. THIS COURT ORDERS that the Monitor, counsel to the Monitor, if any, and the
Applicant’s counsel shall be entitled to the benefit of and are hereby granted a charge (the
" Administration Charge") on the Property, which charge shall not exceed an aggregate amount of
$500,000,00, as security for their professional fees and disbursements incurred at the standard
rates and charges of the Monitor and such counsel, both before and after the making of this Order
in respect of these proceedings. The Administration Charge shall have the priority set out in

paragraph30 hereof.
VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

29.  THIS COURT ORDERS that the filing, registration or perfection of the Administration
Charge shall not be required, and that the Administration Charge shall be valid and enforceable
for all purposes, including as against any right, title or interest filed, registered, recorded or
perfected subsequent to the Administration Charge coming into existence, notwithstanding any

such failure to file, register, record or perfect.

30, THIS COURT ORDERS that the Administration Charge (as constituted and defined
herein) shall constitute a charge on the Property and such charge shall rank in priority to all other
security interests, trusts, liens, charges and encumbrances, claims of secured creditors, statutory

or otherwise (collectively, "Encumbrances") in favour of any Person.

31.  THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the Applicant shall not grant any Encumbrances over any
Property that rank in priority to, or pari passu with, the Administration Charge, unless the
Applicant also obtains the prior written consent of the Monitor and the beneficiaries of the

Administration Charge, or further Order of this Court.



32, THIS COURT ORDERS that the Administration Charge shall not be rendered invalid or
unenforceable and the rights and remedies of the chargees entitled to the benefit of the
Administration Charge (collectively, the "Chargees") shall not otherwise be limited or impaired
in any way by (a) the pendency of these proceedings and the declarations of insolvency made
herein; (b) any application(s) for bankruptcy order(s) issued pursuant to BIA, or any bankruptcy
order made pursuant to such applications; (¢) the filing of any assignments for the general benefit
of creditors made pursuant to the BIA; (d) the provisions of any federal or provincial statutes; or
(e) any negative covenants, prohibitions or other similar provisions with respect to borrowings,
incurring debt or the creation of Encumbrances, contained in any existing loan documents, lease,
sublease, offer to lease or other agreement (collectively, an "Agreement") which binds the

Applicant, and notwithstanding any provision to the contrary in any Agreement:

(a) the creation of the Administration Charge shall not create or be deemed to constitute a

breach by the Applicant of any Agreement to which it is a party;

(b)  none of the Chargees shall have any liability to any Person whatsoever as a result of
any breach of any Agreement caused by or resulting from the creation of the

Administration Charge; and

(¢) 'the payments made by the Applicant pursuant to this Order, and the granting of the
Administration Charge, do not and will not constitute preferences, fraudulent
conveyances, transfers at undervalue, oppressive conduct, or other challengeable or

voidable transactions under any applicable law.

33. THIS COURT ORDERS that any charge created by this Order over leases of real
property in Canada shall only be a charge in the Applicant's interest in such real property leases.

SERVICE AND NOTICE

34,  THIS COURT ORDERS that the Monitor shall (i) without delay, publish in The National
Post a notice containing the information prescribed under the CCAA, (ii) within five days after
the date of this Order, (A) make this Order publicly available in the manner prescribed under the
CCAA, (B) send, in the prescribed manner, a notice to every known creditor who has a claim
against the Applicant of more than $1000, and (C) prepare a list showing the names and

addresses of those creditors and the estimated amounts of those claims, and make it publicly



available in the prescribed manner, all in accordance with Section 23(1)(a) of the CCAA and the

regulations made thereunder.

35. THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the
“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol (which can be found on the Commercial List

website at http:/Awww.ontariocourts.calsci/practice/praciice-directions/toronto/e-service-

protocol/) shall be valid and effective service. Subject to Rule 17.05 this Order shall constitute
an order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure. Subject to
Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service of
documents in accordance with the Protocol will be effective on transmission. This Court further

orders that a Case Website shall be established in accordance with the Protocol with the

following URL http://www.collinsbarrow.com/en/toronto-ontario/martin-ross-group

36, THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Protocol is not practicable, the Applicant and the Monitor are at liberty to serve or
distribute this Order, any other materials and orders in these proceedings, any notices or other
correspondence, by forwarding true copies thereof by prepaid ordinary mail, courier, personal
delivery or facsimile transmission to the Applicant's creditors or other interested parties at their
respective addresses as last shown on the records of the Applicant and that any such service or
distribution by courier, personal delivery or facsimile transmission shall be deemed to be
received on the next business day following the date of forwarding thereof, or if sent by ordinary

mail, on the third business day after mailing.
GENERAL

37. THIS COURT ORDERS that the Applicant or the Monitor may from time to time apply

to this Court for advice and directions in the discharge of its powers and duties hereunder,

38. THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from acting
as an interim receiver, a receiver, a receiver and manager, or a trustee in bankruptcy of the

Applicant, the Business or the Property,

39.  THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,

regulatory or administrative body having jurisdiction in Canada or in the United States, to give



effect to this Order and to assist the Applicant, the Monitor and their respective agents in
carrying out the terms of this Order. All courts, tribunals, regulatory and administrative bodies
are hereby respectfully requested to make such orders and to provide such assistance to the
Applicant and to the Monitor, as an officer of this Court, as may be necessary or desirable to give
effect to this Order, to grant representative status to the Monitor in any foreign proceeding, or to
assist the Applicant and the Monitor and their respective agents in carrying out the terms of this
Order.

40.  THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and is
hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative
body, wherever located, for the recognition of this Order and for assistance in carrying out the
terms of this Order, and that the Monitor is authorized and empowered to act as a representative
in respect of the within proceedings for the purpose of having these proceedings recognized in a

jurisdiction outside Canada.

41, THIS COURT ORDERS that any interested party (including the Applicant and the
Monitor) may apply to this Court to vary or amend this Order on not less than seven (7) days
notice to any other party or parties likely to be affected by the order sought or upon such other

notice, if any, as this Court may order.

42,  THIS COURT ORDERS that this Order and all of its provisions are effective as of
12:01 a,m. Eastern Daylight Time on the date of this Order.
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Court File No. CV-14-10655-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

THE HONOURABLE ) WEDNESDAY, THE 27™

)
JUSTICE HATNGY ) DAY OF AUGUST, 2014

©-"7»IN THE MATTER OF THE COMPANIES' CREDITORS
- ARRANGEMENT ACT, R$.C. 1985, . C-36, AS AMENDED

{/AND TN THE MATTER OF A PLAN OF COMPROMISE OR
= ARRANGEMENT OF MARTIN ROSS GROUP INC,

ORDER
(Stay Period extension to September 11, 2014)

THIS MOTION, made by the Applicant, for an Order extending the Stay Period, as
defined in paragraph 13 of the Initial Order of the Honourable Mr. Justice Penny granted on
August 7, 2014 (the “Initial Order”) in these proceedings, from September 6, 2014 to
September 11, 2014, was read, in chambers, this day at 330re University Avenue, 8™ Floor,

Toronto, Ontario.

ON READING the draft Notice of Motion for an order extending the Stay Period and
approving a sale process, retunable September 11, 2014, and on hearing the submissions of the

lawyers for the Applicant and the Monitor,

1. THIS COURT ORDERS that the Stay Period be and is hereby extended from September

6,2014 to September 11,2014.

iLhL 1\ , |\ Y A .
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P Court File No. CV-14-10655-00CL
A ONTARIO
N SUPERIOR COURT OF JUSTICE
- (COMMERCIAL LIST)
CLon ~t'—"A}’J
iy THEHONOURABLE ) THURSDAY, THE 11"
5t )
JUSTICE AJEWBouULD ) DAY OF SEPTEMBER, 2014

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF MARTIN ROSS GROUP INC.

ORDER
(Sale process approval and Stay extension)

THIS MOTION, made by the Applicant for an Order, among other things:
(a) Approving the sale process (‘“Sale Process”), attached as Schedule “A” to this Order;

(b) Extending the Stay Period, as defined in the Initial Order of the Honourable Mr,
Justice Penny granted on August 7, 2014 (the “Initial Order”) in these proceedings,

from September 11, 2014 to October 31, 2014; and,

(¢) Approving the First Report of Collins Barrow Toronto Limited (“CBTL"), in its
capacity as court-appointed monitor of the Applicant (the “Monitor”) and the actions

and activities of the Monitor described therein,
was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the affidavit of Cameron Gillies swomn September 5, 2014 and the
Exhibits thereto, the First Report of the Monitor, and on hearing the submissions of the lawyers

for the Applicant and the Monitor, no one else from the Service List appearing, although



properly served as appears from the affidavit of service of Kelly Barrett, sworn September 5,

2014,
SERVICE

1. THIS COURT ORDERS that the time for service and filing of the Notice of Motion
and the Motion Record is hereby abridged and validated so that this Motion is properly

returnable today and hereby dispenses with further service thereof,

SALE PROCESS

2. THIS COURT ORDERS that the Sale Process, attached as Schedule “A” to this

Order, be and is hereby approved.

3. THIS COURT ORDERS that the Applicant and the Monitor be and are hereby
authorized and directed to perform their obligations under and take such steps as they consider
necessary or desirable in carrying out the Sale Process and any step taken by the Applicant or the
Monitor in connection with the Sale Process prior to the date hereof be and is hereby approved

and ratified.

4, THIS COURT ORDERS that the Monitor shall have no personal or corporate

liability in connection with the Sale Process, including, without limitation:

(a) by advertising the Sale Process, including, without limitation, the opportunity to

acquire all or a portion of the Applicant’s assets (the “Assets”);

(b) by exposing the Assets to any and all parties, including, but not limited to, those

parties who have made their interests known to the Monitor;



(¢) by responding to any and all requests or inquiries in regards to due diligence

conducted in respect of the Applicant or the Assets;

(d) by disclosing any and all information regarding the Applicant or the Assets arising

from, incidental to, or in connection with, the Sale Process; and,

(e) inrespect of any and all offers received by the Applicant in accordance with the Sale

Process; and,

(f) in respect of any agreements entered into by the Applicant in respect of the sale of

any of the Assets of the Applicant’s business.

5. THIS COURT ORDERS that, pursuant to clause 7(3)(¢c) of the Canada Personagl
Information Protection and Electronic Documents Act, the Applicant and the Monitor are
authorized and permitted to disclose personal information of identifiable individuals to
prospective purchasers or bidders and to their advisors but only to the extent desirable or
required to negotiate and attempt to complete one or more sale transactions (each, a
“Transaction”), Bach prospective purchaser or bidder to whom such information is disclosed
shall maintain and protect the privacy of such information and shall limit the use of such
information to its evaluation of the Transaction, and if it does not complete a Transaction, shall:
(i) return all such information to the Applicant or the Monitor; (ii) destroy all such information;
or, (iii) in the case of such information that is electronically stored, destroy all such information

to the extent it is reasonably practical to do so.

6. THIS COURT ORDERS that, pursuant to clause 3(c)(i) of the Electronic Commerce
Protection Regulations, made under An Act to Promote the Efficiency and Adaptability of the

Canadian Economy by Regulating Certain Activities that Discourage Reliance on Electronic



ENTERED AT /INBC

ON 7 BOOK NO:

Means of Carrying out Commercial Activities, and to Amend the Canadian Radio-television and
Telecommunications Commission Act, the Competition Act, the Personal Information Protection
and Electronic Documents Act and the Telecommunications Act, S.C. 2010, c. 23, the Applicant
and the Monitor are authorized and permitted to send, or cause or permit to be sent, commercial
electronic messages to an electronic address of prospective purchasers or bidders and to their
advisors but only to the extent desirable or required to provide information with respect to the

Sale Process.
STAY EXTENSION

7. THIS COURT ORDERS that the Stay Period be and is hereby extended from

September 11, 2014 to October 31, 2014.
APPROVAL OF THE FIRST REPORT AND MONITOR’S ACTIVITIES

8, THIS COURT ORDERS that the First Report of the Monitor, and the actions and

activities of the Monitor as described therein, be and are hercby approved.

CRIT A TORONTO
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")k‘ Collins Barrow

Prime opportunity to purchase the
assets of a well-established fine gold
and diamond jewellery manufacturer

For Sale — Assets of Martin Ross Group Inc.
250 Canartic Dr., North York, ON

AHDUT UL [ LUAH )

HIGHLIGHTS

Opportunity to purchase a going concern business

Large selection of finished goods inventory

Raw materials inventory including goid, diamonds, emeralds, rubles and
other coloured stones

Well-recognized trademarks and trade hames

State-of-the-art manufacturing equipment

Sophisticated CAD/CAM technology
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THE OPPORTUNITY

Martin Ross Group Inc. ("MRG" or the “Company”) is a manufacturer and wholesaler of
fine jewellery, including rings, earrings and necklaces.

On August 7, 2014, MRG sought and obtained an Order of the Ontario Superior Court
of Justice pursuant to the Companies Creditors Arrangement Act and in which, Collins
Barrow Toronto Limited ("CBTL"), was appointed to act as the monitor (the "Monitor").
CBLT, soleiy in its capacity as Monitor, was appointed to implement and conduct the
process for the marketing and sale of all of the current and future assets, undertakings
and propertles (collectively the “Property”) of MRG.

The Monitor will receive offers to purchase up to and including12:00 PM on September
30, 2014.

OVERVIEW OF THE COMPANY

MRG is one of Canada's dominant, domestic manufacturers of fine-gold and diamond
jeweliery specializing in Canadian diamonds. In 2005, it acquired the assets of Master
Design Jewellery Limited and in 2010 it acquired the assets of Libman & Company Ltd.,
which was originaily founded in 1934. It currently operates these two divisions as
separate units, emphasizing as part of marketing that Its jewellery Is manufactured in
Canada and contains gold from the Royal Canadian Mint and precious stones that are
mined in Canada.

OVERVIEW OF THE ASSETS FOR SALE
The assets available for sale include:

Parcel A: MRG’'s Libman & Company (‘“Libman”) division, to be sold on a going
concern basis. Libman offers a full line of rings, pendants, and earrings, which are
primarily positioned to appeal to the middle market of the jewellery industry, and are
designed to fulfill the essential inventory requirements of its customers. This' parcel
includes Libman's models and molds, trademarks and trade names, and marketing
materials. If needed, skllled, non-unionized employees are available for hire

Parcel B: Trademarks and trade names not included in Parcel A, MRG owns well-
recognized trade names which would be highly attractive to a buyer seeking to establish
or enhance its presence in North America. In Canada, products have been marketed
up to 80 years under the trade names of Columbia, GoldMaster, and Syndicate

Designs.

Parcel C: Machinery, equipment and furniture. The Company's extensive and
technologically advanced manufacturing equipment produce a full line of rings,
pendants, and earrings. The Company also maintains its own in-house refinery which
converts scrap karat gold back to fine gold at the rate of approximately 300 ounces per
week.

S
W colins Barrow




Parcel D: All of MRG's property (Parcels A-C), including raw materials inventory,
finished goods inventory, and accounts receivable. Raw materials inventory consists of
gold, diamonds, sapphires, emeralds, rubies and other coloured stones. Finished
goods inventory consists primarily of rings, earrings, pendants, etc. Accounts
receivable represents amounts due from large, well-recognized customers,
cooperatives composed of many smaller independent members, and small,
independent retailers.

PLEASE NOTE THAT PREFERENCE WILL BE GIVEN TO EN BLOC OFFERS FOR
ALL THE ASSETS.

LOcATION
The subject Company and related assets for sale are located in Toronto, Ontario,

TRANSACTION AND COMPETITIVE BIDS PROCESS

To receive additional information inciuding the Confidential Information Memorandum,
interested parties must execute the enclosed Confidentiality Agreement and return a

copy to the Monitor via e-mail to ejcorrado@collinsbarrow.com or by facsimile at (416)
480-2646, attention Mr. Eric Corrado.

The information contained in this document is based on information made availabie to the Monitor by the
Company. The information is intended for informational purposes only. The Monitor has not verified the
information and does not represent, warrant or guarantee the accuracy, correctness and completeness of
the Information. The Monitor does not accept or assume any responsibiiity or liabllity of any kind in
connection with the information and the recipient's reliance upon the information, The recipient shouid
take such steps as it may deem necessary to verify the Information prior to placing any reliance upon it.
The information may change and any property described in the information may be withdrawn from the
market at any time without notice or obligation to the recipient from the Monitor.

S(I‘ Collins Barrow
A
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CONFIDENTIALITY AGREEMENT

Martin Ross Group Ingc.

BETWEEN:
Martin Ross Group Inc,

A corporation amalgamated pursuant to the laws of the Province of Ontario (the "Company")

-and -
Collins Barrow Toronto Limited

Solely in its capacity as the Court-Appointed Monitor
of Martin Ross Group Inc. and not in its personal capacity

-and —

(hereinafter, the "Recipient")

WHEREAS:

A. The Company Is a corporation amalgamated pursuant to the iaws of the Province of
Ontario. The Company is a manufacturer and wholesaler of fine jewelry.

B. The Company sought and obtained on August 7, 2014 protection pursuant to the
provislons of the Companies Creditors Arrangement Act. Pursuant to the Order of the
Ontario Superlor Court of Justice (the "Court") dated August 7, 2014 (the "Initlal Order"),
Collins Barrow Toronto Limited was appointed as the Monitor of the Company (the
“Monitor”).

C. The Reciplent has expressed an interest in potentially acquiring (the "Potential
Transaction') certain, or all, of the right, title and interest, if any, in and to the assets of
the Company (“the Property").

D. The Company and/or the Monitor Intend to provide certain confidential information
pertaining to the Company and the Property to the Recipient for its review and
consideration in connection with the Potentiai Transaction.



FOR GOOD AND VALUABLE consideration, the receipt and sufficiency of which is hereby
acknowledged, the parties hereby agree as follows:

1.

The Company and/or the Monltor shall furnish to the Recipient certain information
pertalning to the Company and the Property that is either non-public, confidential or
proprietary in nature, including, but not limited to, property, financial and operating
information, trade secrets, business methods and plans, customer information and an
information memorandum. All such information furnished to the Recipient, its directors,
officers, employees, agents or representatives, including, without fimitation, its
lawyers, accountants, consultants or financial and other advisers (coliectively
"Representatives") by the Company and/or Monitor, and -all analyses, compliations,
data, studies, derivative works or other documents prepared by the Recipient or its
Representatives containing or based upon, in whole or in part, any such furnished
information is herein referred to as the "Information". information includes, but is
not limited to, Information about identiftable individuals ("Personal Information”),

The Information will be kept confidential by the Recipient and its Representatives and will
not, without the prior written consent of the Company and the Monitor, be disclosed by the
Recipient or its Representatives, in any manner whatsoever, in whole or in part, and will
not be used by the Recipient or its Representatives, directly or indirectly, for any purpose
other than in connection with the evaluation and possible compietion of the Potential
Transaction and not in any way that is, directly or indirectly, detrimental to the interests of
the Company or the Monitor.

The Reclpient acknowiedges that the Information is being furnished to the Recipient
solely to assess the Potential Transaction. The Recipient acknowledges that neither the
Company nor the Monltor makes any express or implied representation or warranty as to
the accuracy, sufficiency or completeness of the Information and agrees that neither the
Company nor the Monitor shall have any liabiiity, direct or indirect, fo the Recipient or its
Representatives relating to or resuiting from the information or the use by the Recipient or
its Representatives thereof, errors therein, or omissions therefrom, except in accordance
with any specific representation or warranty made in any definitive agreement entered
into in respect of the Potentlal Transaction.

The Recipient agrees to furnish the information only to those Representatives who need
to know the Information for the purpose of evaluating the Potential Transaction and who
are Informed by the Recipient of the confidential nature of the Information and who agree
iri writing to be bound by the terms of this Agreement. The Recipient further agrees to be
responsible for any breach of this Agreement by any of its Representatives. The Recipient
will make all reasonable, necessary and appropriate efforts to safeguard the information
and prevent its disciosure to anyone other than as permitted hereby.

Without the prior written consent of the Company and the Monitor, the Recipient will not,
and wiil direct its Representatives not to disclose to any other person that the Information
has been made available, that thls Agreement has been entered into, that discussions or
negotiations are taking place concerning the Potential Transaction, or any of the terms,
conditions or other facts with respect to the Potential Transaction, unless and only to the
extent that in the opinlon of its counsel disclosure is required to be made under applicable
laws or regulations or as required by any competent governmental, judiciai or other
authority, provided that the Recipient will advise the Company and the Monitor prior to
such disclosure concerning the Information the Reciplent proposes fo disclose so the

2



10.

Company and/or the Monitor may seek a protective order or other appropriate remedy.
The Recipient shall co-operate with the Company and / or the Monitor on a reasonable
basis to obtain such protective order or other appropriate remedy. in any event, the
Recipient or the Representatives will only furnish such part of the Information which Is
required by law to be furnished or disclosed and will use reasonable effort to obtain
reliable assurances that confidential treatment will be accorded to all the Information.

The Recipient shall keep a record of each location of the Information and its
Representatives to whom the Information Is provided and provide the Company and the
Monitor with such information forthwith upon request. If the Recipient determines not to
enter Into an offer to purchase the Property, or Iif an offer to purchase the Property is not
concluded, the Recipient shali promptly (a) notify the Monitor of that decision, if
applicable, and (b) destroy all physical and electronic copies of the Information and all
notes prepared by the Reciplent or any of its Representatives, including electronic back-
ups of the foregoing in a manner that ensures that such data may not be retrieved or
undeleted. Without limiting the generality of the foregoing, the Recipient shall not retain
for any longer than necessary, and shall destroy or make anonymous, any records
pertaining to Personal Information in accordance with applicable law. Further, no
reproduction or extracts of the Information will be retained, and all notes, analyses,
compilations, studies, summaries and other materials prepared by Recipient or the
Recipient's Representatives containing or based on, in whole or in part, any of the
Information will be destroyed. The Reclipient will cause each of its Representatives to
comply with the foregoing requirements.

The Recipient shall store the Personal Information properly and securely and ensure that
appropriate technical and organizational means are in place to protect the Personal
Information against unauthorized or unlawful processing and against accidental loss,
destruction or damage, including taking reasonable steps to ensure the rellabllity of any
person permitted by the Recipient to have access to the Personal Information.

Save and except with respect to Personal Information, this Agreement shall be
inoperative as to such portions of the Information which: (a) are or become generally
available to the public other than as a resuit of the disclosure by the Reciplent or its
Representatives; (b) become available to the Recipient or its respective Representatives
from a source other than the Company or the Monitor, provided that such source, so far
as the Recipient is aware, Is not bound by a confidentiality agreement with the Company
or the Monltor or otherwise prohibited from transmitting the Information to the Recipient
by a contractual or legal obligation; or (c) were known to the Recipient prior fo their
disclosure to the Recipient by the Company or the Monltor, as evidenced by the
Recipient's written records.

The Reciplent's right to receive Information hereunder may be terminated by the
Company or the Monitor at any time upon written notice to the Reciplent whereupon the
Recipient shall destroy, without any cost to the Company or the Monitor, the information
and all nhotes and wrltings in respect thereof, which the Recipient or its Representatives
may have in their possession at that time and provide evidence of same upon request.

The Recipient hereby agrees to indemnify the Company and the Monitor against any
damages, liability or expense (including legal fees and disbursements) caused to the
Company and/or the Monitor, or thelr respective agents and arising from any breach by
the Recipient of its obiigations under the terms of this Agreement.

3



1.

12.

13.

14.

15.

16.

17.

18.

19.

The Recipient acknowledges that It has not been introduced to the Property through any
registerad intermediary and agrees to work directly through the Company and the Monitor
with respect to any purchase of the Property. The Reciplent and its Representatives will
not communicate directly with any of the Company's suppliers or customers or with any
officer or employee of the Company in connection with the valuation or completion of the
Potential Transaction or any other matter relating to’ the Information without the prior
written consent of the Monitor and the Company. The foregoing shall expire when the
Potential Transaction is completed.

The Recipient acknowledges that the Information encompasses proprietary confi dentlal
Information and husiness secrets of the Company and that disclosure of the Information
and breach of this Agreement would cause the Company and the Monitor irreparable
harm for which damages would not be an adequate remedy. The Reciplent agrees that
the Company will be entitled to an injunctive relief to prevent breaches of this Agreement
and will specifically enforce the terms and conditions of this Agreement in addition to any
other remedy to which the Company may be entitled at law or In equity.

No failure or delay by any party hereto in exercising any right, power or privilege under
this Agreement will operate as a waiver thereof, nor will any single or partial exercise
preclude any other or further exercise of any right, power or privilege under this
Agreement.

The Reciplent acknowledges. that disclosure of the Information or other breach of this
Agreement would cause serious and irreparable damage and harm to the Company and
the Monitor and that remedies at law would be inadequate to protect against breach of
this Agreement, and each party agrees in advance to the granting of injunctive rellef in
favour of the Company and/or the Monitor for any breach of the provisions of this
Agresment and to the specific enforcement of the terms of this Agreement, without proof
of actual damages, in addition to any other remedy to which the Company and/or the
Monitor would be entitled.

No amendment, supplement, modification or waiver or termination of this Agreement and,
unless otherwise specified, no consent or approval by any party hereto, shall be binding
unless executad in writing by the party to be bound thereby.

The confidentiality and non-use obligations described in this Agreement shall terminate
two (2) years from the date of this Agreement.

This Agreement shall not be assigned without the prior consent of the Company, the
Monitor and the Recipient.

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

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

DATED at Toronto this day of 2014,
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Martin Ross Group Inc., a corporation
amalgamated under the laws of the Province of
Ontario

Per:

Name:
Title:

Collins Barrow Toronto Limited, solely in its
capacity as Court-Appolnted Monltor of Martin
Ross Group Inc, and not In its personal capacity

Per:

Name:
Title:

NAME OF RECIPIENT

Per;

Name;
Title:
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Ontarlo Superior Court of Justice
Court File No, CV-14-10655-00CL

Martin Ross Group Inc.

Request for Offers

Martin Ross Group Inc. ("MRG"”) is a manufacturer and
wholeaaler of fine jeweilery Including rings, earrings and
necklaces, a significant portion of which contain diamonds
and precious stones.

On August 7, 2014, MRG sought and obtained an order of the
Ontario Superior Court of Justice ("Court’) pursuant to the
Companles’ Creditora Arrangement Act (“CCAA"). Colllns
Barrow Toronto Limited was appolnted as Monltor ("Monitor”)
in the CCAA proceedings. Pursuant to a further order of the
Court dated September 11, 2014, the Court approved a
process to be conduoted by the Monitor for the marketing and
sale of all of MRG’s assets.

The essete avaliable for sale include:

i) The Libman & Company division of MRG
avaliable for purchase on a golng concern
basls

1)} Varlous trademarks and trade names

ill) Machinery, equipment and furniture

) All of the above ltems as one package

All of the above Items are for sale together as one package or
as separate packages, and all as described In greater detall In
a Confidential Information Memorandum (CIM) prepared by
the Monitor and MAG, Pursuant to the Terms and Conditions
of Sale approved by the Court, all offers for the assets of MRG
are required 10 be submitted to the Monltor by (insert date).
To oblin a copy of the Confidentiai Information
Memorandum, please contaot the Monitor at:

COLLINS BAAROW TORONTO LIMITED

Solely In Its capacity as Monitor of Martin Ross Group Inc.,
and not in its personal capacity

11 King Stvest West, Sulte 700, PO Box 27

Toronto, O'T %BH 4;21 PA CA

Attn: Mr. Erio Corrado, CPA,

Telephone: (647) 727-3669 S".‘.E‘.’.‘!!EE_‘?.L"&‘Z
Facsimile: (416) 480-2646

E-mail; ejcorrado @ coilinsbarrow.com

t:\corporai\resniokymariin ross group & \ I - Baleg p v2.doex
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TERMS AND CONDITIONS OF SALE

Collins Barrow Toronto Limited, solely in its capacity as the Monitor (the "Monitor") of
Martin Ross Group Inc. {the "Vendor”), appointed pursuant to an Order of the Ontario
Superior Court of Justice (Commercial List) (the "Court") dated August 7, 2014, shall
be supervising and conducting a sale process (the "Sale Process”) pursuant to the
Order of the Court dated September 11, 2014, of all of the current and future assets,
undertakings and propertles of the Vendor of every nature and kind whatsoever, and
wherever situate, including all proceeds thereof.

Pursuant to these Terms and Conditions of Sale, the Vendor, through the Sale Process
being conducted by the Monitor, is offering for sale the Vendor's right, title and interest,
if any, in the Property as defined in the Confidentiai information Memorandum (the
"CiM") dated September 5, 2014

A listing of the various items comprising the Property is contained in the CiM. All
information contained In the CIM, including without limitation, the lists and descriptions
of the Property, has been prepared solely for the convenience of the party submitting
an offer to purchase some or all of the Property (an "Offeror") and are not warranted to
be complete or accurate and do not form part of these Terms and Conditions of Sale,

The Property is available for inspection by contacting the Monitor's representative
identified below to arrange for an appointment:

Mr. Eric Corrado, CPA, CA
Telephone: 647-727-36589
E-mail: ejcorrado@collinsbarrow.com

The Monitor and the Vendor wiil consider offers for individual parcels or assets within
parcels. The parcels available for sale are:

Parce! General Description of Parcel

A The Libman & Company division of the
Vendor, to be sold as a going concern

B Trademarks and trade names that are not
part of the Libman & Company division of
the Vendor

Machlnery, equipment and furniture

D All of the Vendor's property (Parcel A-C)

To submit an offer for all or part of the Property, a completed sealed offer marked
"Offer — Martin Ross Group Inc." shall be delivered or malled, postage prepaid, to
Collins Barrow Toronto Limited, 11 King Street West, Suite 700, PO Box 27, Toronto,
Ontario, M5H 4C7, to the attention of Daniel Weisz. All offers must be received by the
Monitor by 12:00 noon, Eastern Daylight Time, on September 30, 2014 (the "Offer

1



10.

Date"). The Monitor reserves the right to extend the Offer Date at any time for any
reason,

The Monitor reserves the right to amend or terminate the Sale Process at any time.

Every offer submitted should be in the form of offer attached hereto. Offers received by
the Monitor which are not in such form may be rejected. Offers shall be opened by the
Monitor in the presence of, and revlewed with, representatives of the Vendor. No
Offeror shall be entitled to be present for the opening of offers.

The Vendor and Monitor shail have no obligation, at law or In equity or otherwise, to
any Offeror or any other person or party, to:

(a)  consider any offer which:

0] specifies a purchase price as an amount or percentage in excess of
any other offer or otherwise as a function of the purchase price offered by
any other Offeror;

(i) has not been fully completed and duly executed;

(i) is not accompanied by the Deposit (as defined below) reguired
hereunder;

(iv) is conditional on the outcome of unperformed due diligence by the
Offeror;

v) has not been dellvered to and recelved at the offices of the Monitor as
required hereunder; or

(b)  negotiate with any Offeror after the Offer Date with respect to any provision of the
offer or request or agree to any changes therein,

but nothing in these Conditions of Sale shall preclude the Vendor and Monitor from
taking any of the foregoing steps if, in their sole and unfeitered discretion, they decide
to do so; however the taking of any such step shall not constitute a walver by the
Vendor or Monitor of the provisions of this paragraph or an obligation on the part of the
Vendor or Monitor to take any further or other steps referred to above with the same or
any other Offeror. The Vendor or Monltor will be under no obligation to negotiate
identical terms with, or extend identical terms to, each Offeror,

The Offeror shall, with its offer (the "Offer”), deliver to the Monitor the following:

(a) an amount equal to 10% of the purchase price specified in the Offer by
certified cheque or bank draft drawn on or Issued by a Schedule 1 Canadian
chartered bank or trust company, which shall be held in a non-interest bearing
account by the Monitor. If the Offer is accepted by the Vendor and Monitor
sald cheque shall be deemed to be a cash deposit (the "Deposit’) to be
applied against the aggregate offered purchase price (the "Purchase Ptice")
and, subject to Court approvai of the Offer, the Offeror (hereinafter called the
"Purchaser") under an Approved Sale Agreement (as defined below) shall

2



11.

12.

13.

14,

pay the balance of the Purchase Price to the Vendor, by certified cheque or
bank draft drawn on or issued by a Schedule 1 Canadian chartered bank or
trust company on the Closing Date as defined below of the transaction under
the Approved Sale Agreement;

(b) an executed copy of the template agreement of purchase and sale prepared
by the Vendor (“Template Sale Agreement’), amended fo reflect matters
specific to the Offer (the Template Sale Agreement as amended, the "Offeror
ggﬁ Agreement"), which shall be binding and irrevocable until October 9,

{c) a comparison of the Template Sale Agreement to the executed and amended
Offeror Sale Agreement;

(d) a representation of the Offeror that the Offeror has, and wrltten evidence
satisfactory to the Monitor and Vendor of, available cash and/or a commitment
for financing to evidence the Offeror's ability to close the proposed transaction
as the Vendor may reasonably request;

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

() disclosure of the identity of each entity (including its ultimate beneficial
shareholders) that has submitted the Offer.

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

If the Vendor and Monitor accept an offer and the subject Offeror Sale Agreement, the
Veendor and Monitor shall seek Court approval of such Offeror Sale Agreement as soon
as reasonably possible. Any Offeror Sale Agreement accepted by the Vendor and
Monitor and approved by the Court is referred to herein as an "Approved Sale

Agreement”,

If the Vendor and Monitor accept an offer but the terms of that offer or the Offeror Sale
Agreement are not approved by the Court then the Vendor and Monitor may, in their
sole and unfettered discretion, terminate the proposed iransaction and any Offeror
Sale Agreement accepted by the Vendor and Monitor, whereupon the Deposit shall
forthwith be returned to the Offeror without credit for any accrued interest thereon and
the Vendor and Monitor may then accept any other offer to purchase the Property.

Notwithstanding any other provision contained in these Conditions of Sale, nothing

3
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16.

17.

18.

18.

20,

21,

herein shall constitute an assignment or attempted assignment of any of the Property
subject to an Approved Sale Agreement ("Purchased Assets") which is not assignable
without the consent of any person if such consent is not obtained by the Purchaser. it
shall be the Purchaser's sole responsibility to obtain, at its own expense, any consents,
approvals or any further documentation or assurances which may be required to carry
out the terms of the sale of the Purchased Assets, including, without limitation, any
approvals with respect to the assignment of any of the Purchased Assets not
assignable without the consent or action of a third party or parties. Specificaily, and
without limiting the generality of the foregoing, by submitting an Offer, an Offeror
acknowledges that it has conducted its own investigations with respect to any licences,
approvals or third party consents which are necessary to purchase any of the Property,
to develop or construct improvements upon lands or any other activity utilizing or in
connection with any of the Property.

Cheques accompanying Offers that are not accepted will be returned to the Offerar by
registered mail addressed to the Offeror at the address set out in its Offer or made
available for pick up not later than eighteen (18) days foliowing the opening of Offers
unless otherwise arranged with the Offeror.

The closing of the Approved Sale Agreement shall take place at the office of the
Vendor's solicitor, 25 Sheppard Avenue West, Suite 1100, Toronto, Ontario or at the
option of the Vendor, at the offices of the Monitor's solicitors, 151 Yonge Street, Suite
155, Toronto, Ontario at 11:00 a.m. on the 31 day after approval by the Court of the
Approved Sale Agreement (the "Closing Date") or such other date as the Vendor and
the Purchaser may agree,

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

The Purchaser shall pay on closing In addition to the Purchase Price all applicable
federal, provincial and municipal taxes.

The Purchaser shali assume at the Purchasers cost complete responsibiiity for
compliance with all laws, municipal, provincial or federal in so far as same apply to the
Purchased Assets and the use thereof by the Purchaser.

The Vendor shall not be required to furnish or produce any abstract of title, title deed,
survey, declaration or other document or evidence as to title, other than those In its
possession.

Prior to the Closing, the Purchased Assets shall be and remain in the possession of
and at the risk of the Vendor and the Vendor will hold all policies of insurance effected
thereon and the proceeds thereof in trust for the Vendor and the Purchaser as their
respective interests may appear. After Closing, the Purchased Assets shall be at the
risk of the Purchaser. In the event of substantial damage to the Purchased Assets

4
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23.

24,

25,

26,

27.
28,

occurring on or before Closing, the Purchaser may either have the proceeds of the
insurance and complete the Approved Sale Agreement or may cancel such Approved
Sale Agreement and have the Deposit paid thereunder, returned without interest, costs
or compensation of any kind whatsoever. Where any damage is not substantial, the
Purchaser shall be obliged to complete the purchase and shall be entitled to the
proceeds of insurance referable to such damage, but not to any other costs or
compensation whatsoever.

All adjustments of such taxes and other items as are specified herein will be made as
of Closing under the Approved Sale Agreement. The Purchaser shall arrange its own
insurance and there shall be no adjustment with respect to insurance.

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

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

By submitting an Offer, a Purchaser acknowtedges that it has Inspected the Purchased
Assets and that the Purchased Assets are sold on an "as is, where /s" basis at the time
of Closing and that no representation, warranty or condition is expressed or implied as
to title, description, fitness for purpose, merchantability, quantity, conditions or quality
thereof or in respect of any other matter or thing whatsoever. Each Purchaser
acknowledges that the Vendor Is not required to inspect, or provide any Inspection of
the Purchased Assets or any part thereof and each Purchaser shall be deemed, at its
own expense, to have relied entirely on its own inspection and investigation, 1t shall be
the Purchaser's sole responsibility to obtain, at its own expense, any consents to the
transfer of the Purchased Assets and any further documents or assurances which are
necessary or desirable [n the circumstances. Without limiting the generality of the
foregoing, any and all conditions, warrantles and representations expressed or implied
pursuant to the Sale of Goods Act (Ontario) do not apply to the sale of the Purchased
Assets and have been waived by the Purchaser.

Each Offeror acknowledges that Coilns Barrow Toronto Limited acts solely in its
capacity as the court-appointed Monitor of the Vendor and shall have no personal or
corporate liability in connection with the Vendor offering the Property for sale and the
Monitor conducting the Sale Process, pursuant to these Terms and Conditions of Sale,
the CIM or under any Offer, Offeror Sale Agreement or Approved Sale Agreement.

The highest or any offer will not necessarily be accepted.

The acceptance of any offer and any Offeror Sale Agreement entered Into by the
Vendor shall be subject to the condition that the sale and the terms thereof be
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30.

31.

32.

33.
34.

35.

36.

approved by the Court.

No Offeror shall be at liberty to withdraw, vary or countermand an Offer once received
by the Vendor. Each Offer shall be irrevocable until October 9, 2014.

The Vendor, at its sole discretion, may waive or vary any or all of the terms and
conditions hereof. The terms and conditions contained herein shall not merge on the
Closing of the transaction contemplated by any Approved Sale Agreement but shall
survive such closing and remain in full force and effect and be binding on the
Purchaser thereafter,

These Conditions of Sale and the validity and interpretation of any offer, Offeror Sale
Agreement or Approved Sale Agreement shall be governed by the laws of Ontario, and
such agreement shall enure to the benefit of and be binding upon the parties thereto,
and their respective heirs, executors, administrators, successors or assigns as the
case may be.

The submission of an offer by a resident of the province of Quebec shall be desmed to
constitute the declaration and acknowledgement by the Offeror that It has requested
the Conditions of Sale, the form of the offer referred to herein, any Offeror Sale
Agreement and all other documentation relating to its offer and to the acceptance
thereof to be drawn up in the English language only.

Al stipulatlons as to time are strictly of the essence.

Any offer of documents or money hereunder may be made upon the Vendor or the
Purchaser, or their respective solicitors. Money may be paid by certified cheque or
bank draft drawn on or issued by a Schedule 1 Canadian chartered bank or trust
company.

The obligations of the Vendor to compiete an Approved Sale Agreement shall be
relieved if, on or before the Closing of such sale, the Order of the Court approving the
subject Approved Sale Agreement is subject to appeal, any of the Purchased Assets
subject to the sale have been removed from the control of the Vendor by any means or
process, or if any of the Purchased Assets subject to the sale is redeemed, whereupon
the only obligation of the Vendor shall be to return the applicable Deposit, without
interest, costs or compensation.

The Vendor shall not be bound to sell any of the Property until it is authorized by the
Court to accept and enter into an Approved Sale Agreement. The Vendor reserves the
right to enter into one or more agreements to sell any or all of the Property at any time
and to withdraw any or all of the Property from the saie.

1in rose group incicoanlspp f - form of offer (2) v3.doc
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AGREEMENT OF PURCHASE AND SALE

This AGREEMENT made the &
BETWEEN:
MARTIN ROSS GROUP INC,
A corporation amalgamated pursuant to the laws of the Province of Ontario
(the “Vendor”)
and.
(the “Purchaser")

RECITALS:

A. The Vendor is a corporation amalgamated pursuant to the laws of the Province of
Ontario and is a manufacturer and wholesaler of fine jewelry.

B. The Vendor sought and obtained on August 7, 2014 protection pursuant to the
provisions of the Companies’ Creditors Arrangement Act. Pursuant to the Initial Order
made on August 7, 2014, Collins Barrow Toronto Limited was appointed as the monitor
of the Vendor (the “Monitor").

C. Pursuant to the Marketing Order, the Court approved the sale process proposed by the
Vendor for the sale of certain assets,

D. The Vendor deslres to sell and the Purchaser deslres to purchase the Purchased

Assets, as more particularly set out herein, subject to the terms and conditions hereof,

FOR VALUE RECEIVED, the Parties agree as follows:

SECTION 1 - INTERPRETATION

1.1

Definitions

In this Agreement, unless the context clearly indicates otherwise, the following terms shall have
the following meanings:

@ "Acceptance Date” means the day on which this Agreement is executed by both parties
hereto;

b) "Agreement’ means this Agreement of Purchase and Sale;
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"Applicable Laws" means, with respect to any person, property, transaction or event, all
laws, bylaws, rules, regulations, orders, judgments, decrees, decisions or other
requirements having the force of law relating to or applicable to such Person, property,
transaction or event,

"Approval and Vesting Order" has the meaning set out in Section 4.3(a);

"Assets" means the right, tile and interest of the Debtor in and to the assets described in
Schedule "A",

"Assignment of Leases” means an Assignment by the Vendor without any warranties,
representations and on a nontecourse basis and an Assumption by the Purchaser of the
Leases, for the Lease(s) that the Purchaser elects in writing to assume;

"Assumed Encumbrances’ means the encumbrances set out in Schedule "B’ to this
Agreement belng assumed by the Purchaser on Closing;

"Business Day"' means a day on which banks are open for business in the City of Toronto
but does notincude a Saturday, Sunday, or statutory holiday in the Province of Ontario;

"CIM " means the corfidential information memorandum prepared by the Vendor and/or the
Monitor,

"Claim" means any claim, demand, action, cause of action, damage, loss, cost, liability or
expense, including reasonable professional fees and all costs incurred in investigating or
pursuing any of the foregolng or any proceeding relating to any of the foregoing;

"Closing" means the successful completion of the Transaction;

"Closing Date" means the earlier of &2} or 5 business days after the granting of the
Approval and Vesting Order and subject to Section 4.5, and in no event later than fg&;

"Conditions of Sale" means the conditions of sale approved pursuant to the Marketing
Order;

"Court’ means the Ontario Superior Court of Justice (Commercial List);

"Encumbrance” means any morigage, charge, pledge, hypothecation, security interest,
assignment, fien (statutory or otherwise), claim, tite retertion agreement or arrangement,
restrictive covenant, rights of way, easements, encroachments, reserves, or other
encumbrance of any nature or any other amangement or condition which, in substance,
secures payment or performance of an obligation;

"Environmental Laws" means all Applicable Laws conceming pollution or protection of the
natural environment or otherwise relating to the environment or health or safety matters,
including Applicable Laws pertaining to (i) reporting, licensing, pemitting, investigating and
remediating the presence of Hazardous Materials, and (i) the storage, generation, uss,
handling, manufacture, processing, transportation, treatment, release and disposal of
Hazardous Materials;

"ETA" means the Excise Tax Act (Canada);
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"Government Authority” means any person, bedy, department, bureau, agency, board,
tribunal, commisslon, branch or office of any federal, provinclal or municipal govemment
having or claiming to have jurisdiction over part or all of the Assets being purchased
pursuant to the Agreement, the transaction contemplated In this Agreement or one or both of
the parties and shall include a board, commission, courts, bureau, agency or any quasi-
govermmental or private body exercising any regulatory authority including an association of
insurance underwriters;

"Hazardous Materials" means any contaminants, pollutants, substances or materials that,
when released to the natural environment, could cause, at some immediate or future fime,
harm or degradation to the natural environment or risk to human health, whsther or not such
contaminants, pollutants, substances or materials are or shall become prohibited, controlled
or regulated by any Authority and any "contaminants”, "dangerous substances”, "hazardous
materials", "hazardous substances”, "hazardous wastes", "industrial wastes", "liquid wastes",
"poliutants" and "toxic substances", all as defined in, referred to or contemplated in federal,
provincial and/or municipal legislation, regulations, orders and/or ordinances relating to
environmental, health or safety matters;

"HST' means all goods and services taxes and hamonized sales tax payable under the
ETA;

“Initial Order' means the order set out in recital B herein appointing Collins Barrow Toronto
Limited, as Monitor of the Company,

"Leases" means all subslsting offers to lease, agreements to lease, keases, and renewals of
leases;

"Marketing Order" means the Order of the Court dated September 11, 2014 authorizing
the Company and the Monitor to market and sell the Assets;

"Monitor" Is Collins Barrow Toronto Limited appointed pursuant the provisions of the Initial
Order,

"Parties” means the Vendor, the Purchaser and any other Person who may
become a party to this Agreement. "Party’ means any one of the foregoing,

"Person” means an individual, a corporation, a partnership, a irust, an unincorporated
organization, the govemment of a country or any political subdivision thereof, or any agency
or department of any such govemment, and the executors, administrators or other legal
representatives of an individual in such capacity,

"Project Documents" means, the documents made available to the Purchaser including,
the CIM;

"Purchase Price" shall have the meaning ascribed to it in Section 2.4, For greater certainty,
the Purchase Price shall be exclusive of Transfer Taxes and any other taxes payable as a
result of or in connection with the Transaction;

"Purchased Assets" means the Assets subject to this Agreement;
"Purchaser' §&.;



(ee) '"Release" means, in addition to the meaning given to it under any applicable Environmental
Laws, any release, spll, leak, pumping, pouring, emission, emptylng, discharge, Injection,
escape, leaching, disposal, dumping, deposit spraying, burial, abandonment, incineration,
seepage or placement of any Hazardous Materials;

)] "Time of Closing" means 2.00 p.m. (EDT) on the Closing Date or such cther time on the
Closing Date as the Parties may mutually agree;

(gg) ‘"Transaction” means the transaction of purchase and sale and assignment and
assumption contemplated by this Agreement;

(hh)  "Transfer Taxes" means all HST, Land Transfer Tax, sales, excise, use, transfer, gross
receipts, documentary, fiing, recordation, valus-added, stamp, stamp duty reserve, and all
other similar taxes, duties or other like charges, however denominated and by whomever
levied together with interest, penalties and additicnal amounts imposed with respect thereto;
and

()] "Vendor' means Martin Ross Group Inc..
1.2 Interpretation Not Affected by Headings, etc.

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

1.3 Extended Meanings
Words importing the singular Include the plural and vice versa, words importing gender include
all geihders and words Importing persons include individuals, partnerships, asscciations, trusts,

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

1.4 Scheduies

The following Schedules are Incorporated in and form part of this Agreement;

Schedule "A" Purchased Assets
Schedule "B" Assumed Encumbrances
Schedule"C" Form of Approval and Vesting Order

SECTION 2 — SALE AND PURCHASE AND ASSIGNMENT
2.1 Sale and Purchase of Assets

Subject to the terms and conditlons hereof, the Vendor, exercising the powers of sale granted in
the Approval and Vesting Order, shall sell to the Purchaser, and the Purchaser shall purchase,
the Purchased Assets on the Closing Date. The Purchaser acknowledges that It is not
purchasing any other property or assets of the Debtor other than the Purchased Assets.
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The Purchaser acknowiedges and agrees that:

(a) It had access to the CIM and any other information and documentation provided by the Vendor
or the Monitor or at its request by the Vendor or the Monitor and that same has been made available
for informational and convenience purposes only and do not constitute any express, or implled
representation or warranty by the Vendor or the Monitor, or any other representative of the Vendor or
the Monitor to the Purchaser as to the contents thereof, the completeness and accuracy therecf, or
otherwise and although believed to be comect, if any misstatement, eror or omission is found in the
particulars thereof, the Purchaser shall not be entitlted to any abatement, damages,
reimbursement, in respect thereof. Without limiting the generality of the foregoing, in respect of any
financial data, forecasts, and any like material provided by the Vendor, the Monitor and/or described In
the CIM (collectively, "Forward Looking Informatlon"), it is acknowledged by the Purchaser that (j)
there are uncertalnties inherent in attempting to make such estimates, projections and other forecasts
and plans, (i) the Purchaser is familiar with such uncertainties, (jif) the Purchaser is taking full
responsibiiity for making its own evaluation of the adequacy and accuracy of any Forward Looking
Information (including the reasonableness of any underlying assumptions), and (iv) the Purchaser
will have no claim against the Vendor or the Monitor, or any other parties in respect of any Forward
Looking Information;

(b) it has inspected the Assets and that it is relying entlrely upon its own Investigations and
inspections in proceeding with this transaction and has relled solely upon its own judgment therefrom
and not in reliance on any information, including the Forward Looking Information provided by the
Vendor or the Monitor, or any other person or entities on behalf of or at the direction of the Vendor or
the Monitor;

(© The Purchased Assets are being purchased, accepted and assumed by the Purchaser "As s,
Where is", The term "As Is, Where Is" means in its condition or state on the date of this Agreement and
Closing and without any agresment, representation or warranty, statutory or otherwise as to the
suitability of the Purchased Assets, the existence of patent and latent defects and the quality of the
Purchased Assets, compliance with Applicable Laws and Environmental Laws (including any
environmental condition thereof arising as a result of the presence of Hazardous Materials or the
Release thereof) and subject fo the Permitted Encumbrances;

(d) The Vendor and the Monitor make no representation or warranties with respect to the physical
condition or any other aspect of the Purchased Assets, the Forward Looking Information, or any other
aspect of the transactlon contemplated by this Agreement including the presence of Hazardous
Materials;

(e As part of its agreement to purchase and accept the Purchased Assets on an"As Is, Where I’
basis, and not as a limitation on such agreement, the Purchaser heéreby unconditionally and irrevocably
waives any and all actual or potential rights the Purchaser might have against the Vendor and the
Monitor regarding any form of warranty, express or implled, of any kind or type, (including all appiicable
statutory warranties), such waiver is absolute, complete, total and unlimited in every way. Such waiver
includes, but is not iimited to, a waiver of express waanties, implied warranties, warrantles of fitness
for a particuiar use or purpose, warranties of merchantability, warranties of occupancy, all applicable
statutory warrantles, strict iiability rights, and claims of every kind and type, including, bit not limited to,
claims regarding defects which might have been discoverable, claims regarding defects which were not
or are not discoverable, product llability claims, product liability type claims, and all other extent or later
created or conceived of strict llablity or strict liabllity type clalms and rights. The Purchaser
acknowledges to the Vendor and the Monitor that the Purchaser has inspected the Purchased Assets
and that the Vendor is selling the Purchased Assets on an "as Is, where Is" basls with all faults known,



or unknown, as they shall exist as of the date of execution of this Agreement, or on the Closing Date.
The Purchaser further acknowledges that it has entered into this Agreement on the basis that the
Vendor and the Monitor do not guarantee title to the Purchased Assets and that the Purchaser has
conducted such inspections of the condition of and title to the Purchased Assets as it deemed
appropriate and has satisfied itself with regard to these matters. No representation, warranty or
condition is expressed or can be implied as to any matter including, title, encumbrances, description,
fitness for purpose, merchantability, condttion, quantity or quality, latent defects, cost, size, valus, state
of repair, environmental condition, Environmental Laws, zoning, permitted uses, permits, compliance
with Applicable Laws of the Govemmental Authorities, threatened claims, litigation, or in respect of any
other matter or thing whatsoever concerning the Purchased Assets or the right of the Vendor fo sell or
assign same save and except as expressly represented or wamanted herein. Without limiting the
generality of the foregoing, any and all conditions, warranties or representations expressed or implied
pursuant to the Sale of Goods Act (Ontario) or similar legislation do not apply hereto and are hereby
waived by the Purchaser. The description of the Purchased Assets contained in the Schedules hereto,
and in any marketing material is for the purpose of identification only. No representation, warranty or
condition has or will be given by the Vendor or the Monitor concerning completeness or the accuracy of
such descriptions. The Purchaser acknowledges that it has relied entirely upon its own inspections and
investigations with respect to the purchase of the Purchased Assets including the quantity, quality and
value thereof. The informatlon contained in the description of the Purchased Assets in any marketing
material, and any like material dellvered or made available by the Vendor or the Monitor, agents or any
other party on their behalf to the Purchaser or its representatives are believed o be comect, but if any
misstatement, eror, inaccuracy or omission (collectively the 'Inaccuracies’) is found in the particulars
thereof the Purchaser shall not be entitled to any abatement, damages, reimbursement, costs or to
termination of this Agreement as a result thereof and the Purchaser hereby releases the Vendor and
the Monitor from any claims, damages, suits, costs, etc,, the Purchaser had, has or may have as a
result of such Inaccuracies. '

2.3 Assumed Encumbrances

The Purchaser acknowledges that the Vendor is selling the Purchased Assets subject to the Assumed
Encumbrances and that the Vendor undertakes no obligation to discharge such Assumed
Encumbrances on the Closing or thereatter.

2.4 Purchase Price

The Purchase Price for the Purchased Assets shali be the sum of ki ($53). The Purchase Price shall
be payable to Collins Barrow Toronto Limited, Monitor re Martin Ross Group inc.

2.5 Taxes

In addition to the Purchase Price, the Purchaser shall pay all applicable Transfer Taxes exigible in
connection with the purchase and sale of the Purchased Assets, including, without limitation, HST.

The Purchaser will be a HST registrant under the ETA on or before the Ciosing Date and will provide its
registration humber to the Vendor on or before the Closing Date.

If part or all of the sald transaction is subject to HST and:

() the Vendor is a non-resident of Canada or the Vendor would be a non-resident of Canada
but for Subsection 132(2) of the ETA; and/or



(i) the Purchaser is a "prescribed recipient” under the ETA and/or is registered under the ETA,

then the Purchaser shall deliver, prior to Closing, its certificate in form prescribed by the Act or, if no
such form is prescribed, then in reasonable form, certifying that the Purchaser shall be llable for, shall
self-assess and shall remit to the appropriate Govemmental Authority all HST payable in respect of the
transaction contemplated hereunder. If sub-paragraph (a) (i) above is applicable, then the Purchaser's
certificate shall also Include certification of the Purchaser's prescription and/or regisiration as the case
may be, and the Purchaser's HST registration number. If the Purchaser shall fail to deliver its certificate,
then the Purchaser shali tender to the Vendor at Closing, in addition to the balance due on Closing, an
amount equal to the HST that the Vendor shall be obligated to collect and remit in connection with the
said transaction.

The Purchaser hereby [ndemnifies and holds the Veendor and the Monitor harmless from and against
any liabllity for Transfer Taxes, including, without limitation, HST arising out of any failure to pay such
taxes as and when due, together with all interest, penalties and expenses resulting from such failure.

26 Inspections

The Vendor will permit the Purchaser, its consultants, agents and representatives to carmry out, at the
Purchaser's sole expense and risk, such tests and investigations and inspections as the Purchaser,
acting reasonably, may deem necessary with respect to the Assets, provided that no invasive testing
shall be conducted in or under the premises where the assets are located and any other invasive
testing shall require the Vendor's written approval prior to such testing and:

(a) the Purchaser shall provide at least two Business Days' Notice to the Vendor of any
such tests and inspections and the Vendor will be entltled to have a representative
present during all such tests and Inspections;

(b) any damage to the Property caused by such tests and inspections will be promptly
repaired by the Purchaser and the Purchaser will indemnify and save the Vendor
harmless from all losses, costs, claims, third party actions, damages and expenses
which the Vendor may suffer directly as a resuit of the said tests and Inspections or
any other breach of this Section by the Purchaser; and

(c) prior to entering the Property to conduct the Purchaser's tests and investigations, the
Purchaser shall deliver (or shall cause its representatives completing the Purchaser's
investigatlons on its behalf to deliver) to the Vendor evidence of liability insurance
coverage for at least $2,000,000 from an Insurer acceptable to the Vendor.

SECTION 3— REPRESENTATIONS AND WARRANTIES
31 Purchaser's Representations
The Purchaser represents and warrants to the Vendor that:

(a) the Purchaser Is a corporation duly incorporated, organized and subslsting under the
laws of Ontario;

(b) the Purchaser has all necessary corporate power, authority and capacity to enter into this
Agreement and to perform its obligations and the execution and delivery of this
Agreement and the consummation of the transactions contemplated have been duly



authorized by all necessary corporate action on the part of the Purchaser;

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

(d) there Is no suit, action, liigation, arbitration proceeding or govemmental proceeding,
including appeals and applicatlons for review, in progress, pending or, to the best of the
Purchaser's knowledge, threatened against or relating to the Purchaser or any judgment,
decree, injunction, rule or order of any court, govemmental department, commission,
agency, instrumentality or arbitrator which, In any case, might adversely affect the ability
of the Purchaser to enter into this Agreement or to consummate the transactions
contemplated and the Purchaser is not aware of any existing ground on which any action,
suit or proceeding may be commenced with any reasonable likelihood of success;

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

(H the Purchaser Is not a non-Canadian person as defined in the Investment Canada Act,
and

(g) the Purchaser is registered or will be registered on Closing under Part IX of the ETA,
32  Vendors Representations
The Vendor represents and wamants to the Purchaser as follows:

(a) the Vendor has the right to enter into this Agreement and to complete the Transaction, subject
to the granting of the Approval and Vesting Order;

(b) the Vendor Is not a nonesident of Canada for purposes of Section 116 of the Income Tax
Act (Canada).

SECTION 4 — CONDITIONS AND TITLE
4.1 Conditions - Purchaser

The obligation of the Purchaser to complete the Transaction is subject to the following condition precedent
being fulfiled or performed at or prior to the Time of Closing:

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

The foregoing condition is for the exclusive benefit of the Purchaser. Such condition may be walved by the
Purchaser in whole or In part. Any such waiver shall be binding on the Purchaser only if made in writing.



4.2 Conditions — Vendor

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

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

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

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

(d) the Vendor shall not have lost possession or control of the Purchased Assets or any
part thereof,

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

4.3  Approval and Vesting Order
The obligations of the Vendor and the Purchaser are subject to the conditions that:
(a) the Approval & Vesting Order shall have been obtained, the terms of the Approval &
Vesting Order shall not differ materially from the form of Order at Schedule "C" (the “Approval
8 Vesting Order"), and such Order shall not have been stayed, reversed or dismissed, and
shall vest In the Purchaser alil the right, title and interest of the Vendor in the Purchased
Assets free and clear of any and all liabilities and encumbrances except for the Assumed
Encumbrances; and
(b) no order shall have been Issued which restrains or prohibits the completion of the Transaction.

The Parties hereto acknowledge that the foregoing conditions are for the mutual benefit of the Vendor
and the Purchaser,

44 Non-Satisfaction of Conditions

If any condition set out in this Section 4 is not satisfled or performed prior to the time specified therefore,
the party for whose benefit the condition is Inserted may

(a) waive compliance with the condition in whole or in part in its sole discretion by written
notice to the other party and without prejudice to any of its rights of termination in the
event of non-fulfiiment of any other condition in whole or In part; or

(b) elect on wrltten notice to the other party to terminate this Agreement before Closing.

45  Tile Examination
SECTIONS5—CLOSING

5.1 Closing
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The completiort of the Transaction shall take place on the Closing Date at the Time of Closing or as otherwise
determined by mutual agreement of the Parties inwriting.

5.2  Purchaser's Deliverles on Closing

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

(@ payment of the Purchase Price;

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

(c) an acknowledgement dated the Closing Date, that each of the conditions precedent in Section
4.1 of this Agreement have been fuffilled, performed or waived as of the Closing Date,

(d) an Assignment and Assumption of Leases, if applicable;
(e) an assumption of the Assumed Encumbrances;

() a certificate of the Purchaser executed by a senior officer of the Purchaser confiming that the
Purchaser (or such penmitted assignee of the Purchaser) Is purchasing the Purchased Assets
on its own account and nct as agent, trustee or nominee for any other Person and thatitis a
registrant for HST purposes under the ETA as at the Closing Date and setting out the
registration number of the Purchaser for HST pumposes;

(9) an undertaking of the Purchaser to remit fo the Receiver General for Canada on a timely
basis, to the extent required under the ETA, any HST exgible in connection with the
transactions contemplated by this Agreement and to indemnify and hold the Vendor harmless
from and against any and all Claims that may be suffered or incumed by the Vendor arising
from or In respect of the Purchaser's fallure to register for the purposes of the HST or to
perform its obligations under the ETA in connection with the completion of the transactions
contemplated by this Agreement;

(h) certified copy of a resolution of the board of directors of the Purchaser authorizing the
execution of this Agreement and perfoonance of each of the Purchasers obligations
hereunder,

() a certificate of status and certified copy of the Articles of Incorporation of the Purchaser,

() such further and other documentation as is referred to in this Agreement or as the Viendor may
reasonably require to give effect to this Agreement; and,

(k) a corporate opinion letter from the solicitor of the Purchaser in a form satlsfactory to the
Vendor.

5.3  Vendor's Deliveries on Closing

At the time of Closing the Vendor shall execute and deliver to the Purchaser the following, each of
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which shall be in form and substance satisfactory to the Purchaser, acting reasonably:
(a) Notarial copy of the Approval and Vesting Order;

(b) an acknowledgement dated the Closing Date, that each of the conditions precedent
in Section 4.2 of this Agreement have been fulfilled, performed or waived as of the
Closing Date;

(€) an Assignment and Assumption of Leases, if applicable; and

(d) such other documents as may be reasonably requested by the Purchaser's solicitors to
give effect to this Agreement.

54  Purchaser's Acknowledgement

The Purchaser acknowledges that the Vendor is selling its rights, title and interests in and to the
Purchased Assets pursuant to the Approval and Vesting Order. The Purchaser agrees to purchase
and accept the Vendor’s rights, title and Interests in and to the Purchased Assets pursuant to and In
accordance with the terms of this Agreement, the Terms and Conditions of Sale and the Approval and
Vesting Order.

55 Possession of Purchased Assets

On Closing, the Purchaser shall take possession of the Purchased Assets where situate at the Time of
Closing. In no event shall the Purchased Assets be sold, assigned, transferred or set over to the
Purchaser until the conditions set out in the Approval and Vesting Order have been satisfied and the
Purchaser has satisfied all delivery requirements outlined in Section 5.2,

56 Risk

The Purchased Assets shall be and remain at the risk of the Vendor until Closing and at the risk of
the Purchaser from and after Closing.

57 Termination

If either the Vendor or the Purchaser validly terminates this Agreement pursuant to the provisions of
Section 4.4,

(a) allthe ohiigations of both the Vendor and Purchaser pursuant {o this Agreement shallbe atanend
except as set out in this Agreement, and

(b) nefther party shall have any right to specific performance or other remedy against, or any right to
recover damages or expenses from, the cther.

5.8  Breach by Purchaser

If all of the conditions contained In Section 4.1 have been complied with, or waived by the Purchaser and
the Purchaser fails to comply with the terms of this Agreement, the Vendor may by nofice to the Purchaser
elect to treat this Agreement as having been repudiated by the Purchaser. In addttion, the Purchaser shall
pay to the Vendor, on demand, the deficiency, if any, arising upon such resale (after deducting the
expenses of resale) together with interest and all other damages or charges occasioned by or resuting from
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the defauk by the Purchaser.
SECTION 6- GENERAL
6.1 Further Assurances

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

6.2  Notice

Any notice or other communication under this Agreement shall be in wriing and may be delivered personally or
transmitted by fax, addressed;

in the case of the Purchaser, as follows:

Attention:
Telephone No:
FaxNo.

Erral

and in the case of the Vendor, as follows:

Martin Ross Group Inc.
250 Canarctic Drive
Toronto, Ontario

M3J 2P4

Attention: Momis Robinson
Fax No.:
Emaill:

With a copy te:

Collins Barrow Toronto Limited, Cowrt-Appointed
Monitor of Martin Ross Group Inc.

11 King Street West

Suite 700, PO Box 27

Toronto ON M5H 4C7

Aftention; Eric Corrado, CPA, CA

Fax No.: 416-480-2646

Emaii: ejcorrado@coliinsbarrow.com

Any such notice or cther communication, if given by personal deiivery, will be deemed o have been
given on the day of actual delivery thereof and, If transmitted by fax before 5:00 p.m. (Toronto time) on a
Business Day, will be deemed to have been given on that Business Day, and if transmitted by fax after
5:00 p.m. (Toronto time) on a Busliness Day, will be desmed to have been given on the Business Day
after the date of the transmission.

)
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6.3 Time

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

6.4 Currency

Except where otherwise indicated, all references herein to money amounts are in Canaclian curency.
6.5  Survival

The representations and warranties of the Parties hereto contained in this Agreement shali survive Ciosing.
6.6  Benefit of Agreement

This Agreement shall enure to the benefit of and be binding upon the Parties hereto and their respective
successors and permitted assigns, provided that the Purchaser shall not assign the benefit of this
Agreement without the prior written consent of the Vendor.

6.7 Entire Agreement

This Agreement and the attached Schedules constitute the entire agreement between the Parties with
respect to the subject matter and supersede all prior negotiations, understandings and agreements
provided, however, that the Conditions of Sale continue to bind the Parties. This Agreement may not be
amended or modified in any respect except by written instrument executed by the Parties. No waiver of
any of the provisions of this Agreement shall be deemed to constitute a waiver of any other provision
(whether or not similar), nor shall such walver constitute a waiver or continulng walver unless otherwise
expressly provided in writing duly executed by the Party to be bound thereby. Subject to the Approval
& Vesting Order being issued by the Court, this Agreement Is intended to-create binding obligations on the
part of the Vendor as set forth herein and on acceptance by the Purchaser, is intended to create binding
obligations on the part of the Purchaser, as set out herein.

8.8 Paramountcy

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

inconsistency.
6.9  Severabllity

If any provision of this Agreement or any document dellvered in connection with this Agreement is
partially or completely invalid or unenforceable, the invalidity or unenforceabliity of that provision shall
not affect the validity or enforceability of any other provision of this Agreement, ali of which shail be
construed and enforced as if that invalid or unenforceable provision were omitted, The invalidity or
unenforceabliity of any provision in one jurisdiction shall not affect such provision's validity or
enforceabllity in any other jurisdiction.

6.10 Governing Law
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This Agreement shall be govemed by and construed in accordance with the Laws of the Province of
Ontario and the laws of Canada applicable therein and each of the Parties imevocably attorns to the
exclusive jurisdiction of the courts of the Province of Ontario.

6.11 Commission

The Purchaser acknowledges that there are no agent or broker fees or other commissions payable by the
Vendor on the Purchase Price or otherwise in connection with the Transaction, and the Purchaser
agrees to indemnify the Vendor against any claim for compensation or commission by any third party or
agent retained by the Purchaser in connection with, or in contemplation of, the Transaction.

6.12 Certain Words
In this Agreement, the words “third party" means any Person who is not a Party.
6.13 Statutory References

All references to any statute is to that statute or regulation as now enacted or as may from time to time be
amended, re-enacted or replacad and Includes all regulations made thereunder, unless something in
the subject matter or context Is inconslstent therewith or unless expressly provided otherwise In this

Agreement.

6.14  Actions to be Performed on a Business Day

- Whenever this Agreement provides for or contemplates that a covenant or obligation is to be perfoomed,
or a condition is to be satisfied or waived on a day which is not a Business Day, such covenant or

obligation shall be required to be performed, and such condition shall be required to be safisfied or
waived on the next Business Day following such day.

6.15  Strict Construction

Each party to this Agreement hereto acknowledges that it and its legal counsel have reviewed and
participated in settling the terms of this Agreement and the parties hereby agree that any rule of construction
to the effect that any ambiguity is fo be resolved against the drafling party shall not be applicable in the
interpretation of this Agreement.

6.16  Monitor

Notwithstanding any other ferm in this Agreement, the Parties acknowledge that notwithstanding that the
Monitor is not a party to this Agreement, the Monitor shall be entitled fo rely on the representations,
warranties, covenants, acknowledgements and other terms of this Agreement as if it were a signatory thereto,

6.17 Counterparts

This Agreement may be executed in any number of counterparts, each of which shall be deemed to be an
original and all of which shall constitute one and the same agreement.

Transmission by facsimile or electronic mail of an executed counterpart of this Agreement shall be deemed to
constitute due and sufficient delivery of such counterpart

6.18 Assighment
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The Vendor acknowledges that the Purchaser has the right, and is permitted, provided it is not in breach
and or in default of, its obligations hereunder, on five (5) Business Days prior written notice to the
Vendor, to assign thls Agreement and all the benefits contained herein, or the rights under this
Agreement, to an affilated entity only, subject fo the assignee entering into an assumption agreement with
the Vendor assuming the within Agreement,

The Parties have executed this Agreement by their duly authorized officers.

MARTIN ROSS GROUP INC.

Per:
Name:
Title:

Per:
Name:
Title:




Schedule A

Purchased Assets

The Purchased Assets consist of:
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To:

FORM OF OFFER

Martin Ross Group inc, (the “Vendor")

(Name of Offeror)

(Address of Offeror)

(Telephone Number) (Facsimile Number) (E-mail address)

Wel/l hereby submit this offer for the purchase of the parcel(s) listed in Schedule A hereto for
the total purchase price of CAD$
( ' dollars), excluding applicable taxes.

Well agree, that in the event this offer is accepted, to be bound by the Terms and Conditions of
Sale dated August __, 2014 which shall form part of this offer.

This Offer Is irevocable and shall remain open for the consideration of the Company untii
12:00 d'clock noon Eastern Standard Time on the 9™ day of October, 2014.

Warranty - We/l represent and warrant to the Monitor that we are /I am/ not a non-Canadian,
as defined by the Investment Canada Act, R.S.C. 1985, as amended.

Enclosed is our/my certified cheque payable to Collins Barrow Toronto Limited, Monitor re
Martin Ross Group Inc.., as a deposit in the amount of § , representing 10% of
the total amount of our/my Offer submitted hersin.

DATED at this day of , 2014.

INAME OF OFFEROR]

Per:

Name:
Title:

Per:

Name:
Tltle:

We/t have authority to bind the Corporation.



SCHEDULE A

Parcel

Purchase Price

gjo|m|>

Total




IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.S.C. 1985, c¢. C-36, AS AMENDED
AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF MARTIN ROSS GROUP INC.

Court File No. CV-14-10655-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST . - -

PROCEEDING COMMENCED AT
TORONTO :

" ORDER
(Stay extension and-Sile Process approval)
(returnable September 11,2014)
W e

KRONIS, ROTSZTAIN,
MARGLES, CAPPEL LLP
Barristers and Solicitors

8 King Street East, Suite 1000
Toronto ON M5C 1B5

Mervyn D, Abramowitz (LSUC # 28323R)

mabramowitz@krme-lew.com

Philip Che (LLSUC #456125U)
pcho@kme-law.com

Stephen Wolpert (LSUC # 57609Q)
swolpcri@kmme-{aw.com

Tel:  (416) 225-8750
Fax: (416)306-9874

Lawyers for the Applicant
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Court File No. CV-14-10655-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
MARTIN ROSS GROUP INC.

FIRST REPORT OF THE MONITOR
September 5, 2014

Introduction

This is the First Report prepared by Collins Barrow Toronto Limited (the
“Monitor”), in its capacity as the monitor of Martin Ross Group Inc. (“MRG" or the
“Company”) appointed pursuant to section 11.7 of the Companies’ Creditors
Arrangement Act (the “CCAA”") by an Order of Mr, Justice Penny dated August 7,
2014 (the “Initial Order”). A copy of the Initial Order is attached hereto as
Appendix “A”,

The First Report of the Monitor (the “First Report”) is prepared pursuant to
paragraph 21(b) of the Initial Order which directed the Monitor to report to the
Court “... at such times and intervals as the Monitor may deem appropriate with
respect to matters relating to the Property, the Business, and such other matters
as may be relevant to the proceedings herein,”

The purpose of this First Report is to:

i) provide a brief background as to the reason for the Company seeking the
Initial Order;



ii) provide information on the Cash Flow Statement filed by the Company;

i) provide information on activities relating to the Company since the Initial
Order;

iv) comment on the Company's proposed marketing and sale process (“Sale
Process") to soliclt offers for the sale of ali or a portion of the Company's
assets;

v) comment, and provide a recommendation to the Court, on the Company's
motion for an extension of the stay of proceedings to October 31, 2014; and

vi) to provide information on the Monitor's activities to August 31, 2014 and to
seek an Order approving the Monitor's activities and Monitor invoice #1.

In preparing this First Report and making the comments herein, the Monitor has
relied upon unaudited or draft internal financial statements and/or financial
information prepared or provided by the Company, discussions with management
of the Company, and information from other third-party sources (coilectively, the
“Information”). As the Information included in this First Report has been
provided by the Company or other parties, the Monitor has relied on the
Information and, to the extent possible, reviewed the Information for
reasonableness. However, the Monitor has not audited or otherwise attempted to
verify the accuracy or completeness of the Information in a manner that would
wholly or partially comply with Generally Accepted Assurance Standards
pursuant to the Canadian Institute of Chartered Accountants Handbook and,
accordingly, the Monitor expresses no opinion or other form of assurance in
respect of the Information.

Capitalized terms not defined In this First Report are as defined in the Initial
Order and the First Stay Extension Order (defined later herein), All references to
dollars are in Canadian currency unless otherwise noted.



The Monitor has to date posted to its website the Application Record dated
August 5, 2014, the Initial Order, the First Stay Extension Order, a list of the
Company's creditors, a notice sent to the Company's creditors, and the Service
List. The Monitor's website is found at hitp://www.collinsbarrow.com/en/toronto-
ontario/martin-ross-group. The Monitor will continue to post to its website
documents in accordance with the E-service Protocol for the Commercial List in
the Toronto region.

Background

Founded in 1934, the Company is a manufacturer and wholesaler of fine
jewellery, with an emphasis on products that have been mined and manufactured
entirely within Canada.

The landlord of the Premises, Sherfam Inc. ("Sherfam”) is also the Company's
majority shareholder and, according to the Company’s unaudited financial
statements as at June 30, 2013, its largest creditor. According to the Affidavit of
Cameron Gillies, the President of the Company, sworn on August 5, 2014 (the
"First Gillies Affidavit”), Sherfam has been a lender to the Company since 1993
and has always acted as the Company's principal lender, As a result, the
Company did not need to resort to financing from traditional lenders such as
banks and as of August 7, 2014, the Company had no outstanding indebtedness

to-any-traditional-lenders—A-copy-of the FHrst- Gillies-Affidavit-without-enclosures;
is attached hereto as Appendix “B”.

In or around June 2014, Sherfam advised the Company that it would not advance
any additional credit to the Company. This had the effect of straining the
Company's cash flow and impeding its ability to meet its day-to-day obligations,
inciuding its ability to secure the ongoing supply of raw materials for production
and other jewellery for the Company's wholesaling operations.
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On August 7, 2014, the Company made an application to the Court for protection
from its creditors, including a stay of proceedings, under the CCAA which was
approved by the Court and the Initial Order was issued.

On August 27, 2014, the Company sought and obtained from the Court an Order
extending the stay period to September 11, 2014 (“First Stay Extension
Order”). A copy of the First Stay Extension Order Is attached hereto as Appendix
llc”' .

Cash Flow Projection

Attached hereto as Appendix “D” is the cash flow projection for the period
August 1, 2014 to October 31, 2014 that was filed by the Company with its
application for the Initial Order. The Monitor reviewed, prior to the application for
the Initial Order, the Cash Flow Projection and the assumptions therein. The
Monitor's review consisted of inquiries and discussions with management and
review of supporting documentation provided by the Company.

As set out in the Cash Flow Projection, the significant assumptions made in
preparing the Cash-Flow Projection include:

» manufacturing operations will continue to September 30, 2014 in order to
process existing orders and also to manufacture finished goods for sale from
existing raw material inventory;

e 13 employees on lay-off will be recalled fo report to the Company on August
8, 2014,

o staff will be reduced on October 1, 2014 to those considered necessary to
facilitate the sale of inventory;

¢ inventory not considered by the Company to be saleable at retail will be
liquidated; and
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» accounts receivable collections are assumed to not be significantly affected
by the Initial Order.

The Cash Flow Projection sets out that the Company will generate sufficient cash
to fund operations and that the Company will not require external interim or
debtor in possession financing over the course of the three-month period ending
October 31, 2014.

Based on the Monitor's review of the Cash Flow Projection prior to the
application for the Initial Order, nothing has come to the Monitor's attention that
causes the Monitor to beiieve that, in all material respects, the assumptions
developed by the Company are not suitably supported and consistent with the
Company's plan or do not provide a reasonable basis for the Cash Flow
Projection. Since the Cash Flow Projection is based on assumptions regarding
future events, actual results may vary from the information presented, and such
variations may be material. Accordingly, the Monltor can provide no assurances
that the Cash Flow Projection will be achieved.

Activities relating to the Company since the Initial Order

a) Cash flow results

As the Cash-Flow Projection has been prepared on a semi-monthly basis, as of
the date of the First Report, the Monitor has been able to review the actual cash
flow results for the period August 1, 2014 to August 29, 2014 ("Actual Results”).
A schedule summarizing the Actual Results is attached hereto as Appendix “E”.

In its review of the Actual Resuits compared to the cash flow statement filed in
the Application Record, the Monitor reports that the ending cash balance as at
August 29, 2014 was $865,000, which was $171,000 lower than the projected
balance of $1,036,000. This variance is attributed primarily to three factors:
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a. Accounts receivable collections for the four weeks ended August 29, 2014
were below projections by $175,000 or 13.3% as a result of collections
being less timely than anticipated;

b. Gold purchases for the four weeks ended August 29, 2014 were greater
than projections by $137,000 or 304.4% as a resuit of the Company
expending more than planned to fulfil an unanticipated order from one of
its larger customers which the Company believes will generate sales in
excess of $300,000; and

c. Professional fees were below projections by $80,000 or 100% as a result
of no payments being made. These fees are expected to be paid shortly.

The Company still expects to have sufficient cash available to continue operating
and to conduct and complete the Sale Process to October 31, 2014.

b) Inventory

As discussed in the Affidavit of Cameron Gillies sworn on September 5, 2014 in
support of the Company's application to the Court to extend the Stay Period to
October 31, 2014 (the “Second Gillies Affidavit"),certain of the Company's
inventory is supplied on a consignment basis. The Company has continued to
send out notices to customers requiring that the customers return the consigned
-goods;-or-in some -cases;-providing-the-customer with-the-option-of- purchasing-
the goods outright. This has resulted in existing consignment inventory either
being converted to cash if purchased outright, or returned so that the raw
materials can be extracted and used to produce finished goods considered to be
more séleable by the Company. A copy of the Second Gillies Affidavit, without
enclosures, is attached hereto as Appendix “F”.

In order to assist with the manufacture of finished goods inventory such that
production is completed by the first week of October, 2014, MRG recalled

thirteen employees who had been |aid off so that these employees could assist
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with the anticipated increase in the manufacture of finished goods. Of the
thirteen employees, eieven have returned to work at MRG, while two others have
found alternate employment.

The Company does not maintain a perpetual inventory system. As a resuit, the
Company has advised the Monitor that absent an Inventory count, which would
result in significant interruptions fo operations, the Company does not have a
way of tracking the conversion of its raw materiais to finished goods, nor can it
easily demonstrate an increase in finished goods resuiting from production. As a
result, the Monitor is unable to provide any comments on the change in inventory
for the period ending August 31, 2014. The Company has informed the Monitor
that it plans to perform an inventory count upon its compietion of the
manufacturing of the Company's raw materials into finished goods which is
expected to be by the first week of October, 2014.

Umicore Precious Metals NJ, LLC (“Umicore") is the beneficiary under an
Irrevocable Standby Letter of Credit ("LOC”) secured by Sherfam. On August 21,
2014, Umicore exercised its rights under the LOC to make an immediate draw of
$1,940,100 which represents the current vaiue of the metal leased to the
Company pursuant to a lease agreement. The Monitor understands that Umicore
has now drawn on the LOC, thereby increasing the Company’s liability to
Sherfam.

Proposed Marketing and Sale Process

As indicated in the Second Gillies Affidavit, at least eight interested parties have
made inquiries regarding MRG’s assets, MRG has concluded that the most
advantageous course of conduct in these proceedings 1o achieve vaiue for

MRG’s stakeholders is a sale of all, or substantially all, of its business or assets.

As such, the Company is proposing the Sale Process that will be conducted by
the Monitor, with the assistance of the Company. Although the Sale Process will
be conducted by the Monitor, the vendor of the assets will be the Company.

7



25.  For purposes of the Sale Process, the assets have been categorized into the
following parcels:

a. Parcel A - Libman & Company (“Libman”) division, to be sold as a going

concern;

b. Parcel B ~Trademarks and trade names not part of the Libman division;
¢. Parcel C - Machinery, equipment and furniture; and,

d. Parcel D - All of MRG's property (Parcels A-C).

26. The Company proposes that the Sale Process provide for a relatively short offer
period and require that offers be submitted by September 30, 2014, As set out in
the Second Gilllies Affidavit, there are several important factors which make the
short offer period reasonable and appropriate. These factors include:

a. completing the Sale Process sufficiently in advance of the Christmas retail
season is important to the business of both MRG and its customers. If the
marketing period extends into October, it will be difficult for any purchaser
to take advantage of the upcoming Christmas retail season;

b. making efforts to solicit offers before October 3, 2014 will provide a
greater chance that some, or all, of MRG's employees, who have been
terminated effective as of October 3, 2014, may be hired by a purchaser,
resulting in the non-interruption of employment for some, or all, of MRG's
employees; and

c. the participants in the jeweliery industry are likely to already be familiar
with MRG's business and the nature of the assets that will be available.

27.  Taking the above into account, the Monitor believes that a documentation

preparation and marketing period of approximately three weeks will be sufficient
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to expose the Company's assets and permit qualified parties to conduct due
diligence and to determine if they will make an offer.

The Sale Process Is described in the Second Gillies Affidavit and is summarized
below:

(a) distribution on September 12, 2014 of an information overview document
(“Flyer”) to potential purchasers. The list of potential purchasers will be
developed from the Company's experience and contacts in the industry, as
well as expressions of interest received to date by the Monitor and the

Company from interested parties. A copy of the Flyer is attached hereto as
Appendix “G”;

(b) an advertisement setting out the assets available for sale will be placed for
one day during the week of September 14, 2014 in the Globe and Mail
newspaper, national edition. A copy of the draft advertisement is attached
hereto as Appendix “H”;

(c) distribution to prospective purchasers who sign back a confidentiality
agreement of a confidential information memorandum (“CIM") providing
detailed information in respect of the assets available for sale. The CIM will
also include the terms and conditions of sale and a form of offer. Attached
as a separate document as Appendix "1” is a copy of the CIM which the
Moniterrequests-be sealed-by-the Court-until-after-a sale-transaction-closes. —
The CIM contains confidential information which is not publicly available and

its disclosure would be detrimental to the Company and the sale process.
Attached hereto as Appendix *J” Is a copy of the confidentiality agreement.
Two of the appendices to the CIM, namely the Form of Offer and Terms and
Conditions of Sale, and the Agreement of Purchase and Sale are attached
hereto as Appendices “K" and "L", respectively;

(d) following up with prospective purchasers interested in the opportunity and
provide access to the Company and additional information as required;
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(e)

(f)

(9)

(h)

setting 12 o'clock noon Eastern Daylight Time on September 30, 2014 as
the deadline for the submission of binding offers;

requiring each offeror, with its offer, to deliver, inter alia, to the Company the
following:

i.  Anamount equal to 10%, payable to the Monitor, in trust, to be held
in a non-interest bearing account; and

ii. An executed copy of the template agreement of purchase and sale;

any transaction resulting from the Sale Process will be subject to the
approval of the Court. The Company will not be bound to sell any of its
assets until it has entered into a binding agreement of purchase and sale
and received approval from the Court to complete such transaction. The
Company will also reserve the right to enter into one or more agreements to
sell any or all of its assets at any time and to withdraw any or all of its assets
from the sale; and

all sales will be on an “as is, where is" basis. No representation, warranty
or condition will be expressed or implied as to title, description, fitness for
purpose, merchantability, quantity, conditions or quality of the assets being
sold or In respect of any other matter or thing whatsoever.

Monitor's Activities

Since the date of the Initial Order, the Monitor's activities have included, inter

alia, the foliowing:

reviewed the Company's three month cash flow for the period ending October
31,2014,

reviewed the Company's Actual Results for the four weeks ending August 29,
2014,

10
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32.

e addressed creditor enquiries regarding the status of the CCAA proceedings;

¢ corresponded with various parties which communicated to the Monitor their
interest in the Company, its assets, or its possible need for financing;

» sent notices to all known creditors in the prescribed manner advising them
that the Initial Order is pubiicly avallable. A copy of the notice sent to
creditors is attached hereto as Appendix “M”;

» reviewed a list prepared by the Company including the names and addresses
of all creditors and made It publicly available in the prescribed manner. A
copy of the list is attached hereto as Appendix “N”;

e published on August 14, 2014 and August 21, 2014 a notice in the National
Post newspaper in the prescribed manner. Copies of the notices are
attached hereto as Appendix “O"; and

¢ Developed the Sale Process in conjunction with the Company.

The Monitor respectfully requests that the Court approve the activities of the
Monitor for the period ending August 31, 2014. A summary of the Monitor's
activities is set out in the Monitor’s first invoice ("Monitor Invoice #1"), a copy of
which is attached hereto as Appendix “P". The Monltor is seeking the Court's
approval of the First Invoice.

The Company's Request for an Extension of the Stay of Proceedings

The stay of proceedings pursuant to the First Stay Extension Order expires on
September 11, 2014.

The Company wishes to extend the stay period such that the Sale Process be
carried out. The Monitor believes the results of the Sale Process will assist the
Company in determining its future course of action with respect to the
development of a Plan of Arrangement.

11



33. The Monitor is of the view that the Company Is proceeding in good faith and
diligently during these proceedings and the Company's request for an extension
of the stay period to October 31, 2014 is appropriate and reasonable in the
circumstances.

Vill. Recommendation

34.  The Monitor recommends to the Court that it approve the Sale Process outlined
herein, as well as the extension of the Stay Period to October 31, 2014,

35. The Monitor also requests that the Court approve the Monitor's activities to
August 31, 2014 and Monitor Invoice #1.

All of which is respectfully submitted to this Court as of this 5" day of September, 2014.

COLLINS BARROW TORONTO LIMITED

in its capacity as the Monitor appointed in

the CCAA proceedings of Martin Ross Group Inc.,
and not in its personal capacity

-~

s

— )
Per—Daniel R Weisz EPA €A, CIRP-
Senior Vice President
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