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ONTARIO
SUPERIOR COURT OF JUSTICE

TTER OF SECTION 243(1) OF THE ZANKRUPTCY AND INSOLVENCY
' 985 C. B-3, AS AMENDED, SECTION 101 OF THE COURTS OF JUSTICE
y R S.0; 1990 C. C. 43, AS AMENDED, AND SECTION 68 OF THE CONSTRUCTION
LIEN ACT, R.S.0. 1990, C. C. 30, AS AMENDED

BETWEEN:
HARBOUR EDGE MORTGAGE INVESTMENT CORPORATION

Applicant
-and -
HARNDEN ENTERPRISES INCORPORATED
AND SOUTHWINDS ENTERPRISES LIMITED
Respondents

NOTICE OF APPLICATION
TO THE RESPONDENT(S)

A LEGAL PROCEEDING HAS BEEN COMMENCED by the Applicants. The claim
made by the Applicants appears on the following page.

THIS APPLICATION will come on for hearing at 10:00 am, or as soon after that time
as the application can be heard, on Thursday, February 26, 2015, at the Kingston Courthouse at 5
Court Street in Kingston, Ontario. ‘

IF YOU WISH TO OPPOSE THIS APPLICATION, to receive notice of any step in
the application or to be served with any documents in the application you or an Ontario lawyer
acting for you must forthwith prepare a notice of appearance in Form 38A prescribed by the
Rules of Civil Procedure, serve it on the Applicant’s lawyer or, where the Applicant does not
have a lawyer, serve it on the Applicant, and file it, with proof of service, in this court office, and
you or your lawyer must appear-at the hearing.



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

IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE GIVEN
IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF YOU WISH
TO OPPOSE THIS APPLICATION BUT ARE UNABLE TO PAY LEGAL FEES,
LEGAL AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL
AID OFFICE.

Date: February | },2015 Issued by: @Jﬁm

Locai Regvgtrar

Address of court office:

5 Court Street
Kingston, Ontario
K7L 2N4

TO: HARNDEN ENTERPRISES INCORPORATED
3651 Genge Road
Kingston, Ontario
K7P 279

AND TO: SOUTHWINDS ENTERPRISES LIMITED
3651 Genge Road
Kingston, Ontario
K7P 279
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APPLICATION
THE APPLICANT MAKES APPLICATION FOR:

if necessary, an Order abridging the time for service and filing of this Notice of

Application and the Application Record,

an Order in the form attached hereto as Schedulej “A”, appointing Rosen Goldberg Inc.
Ltd. as receiver and manager and construction lieh trustee of all of the assets, property
and undertaking of the Respondents (the “Debtors”) pursuant to section 243 of the
Bankruptcy and Insolvency Act R.S.C. 1985, c. B-3 (the “BIA™), section 101 of the Court
of Justice Act R.S5.0. 1990, ¢. C-43 (the “CJA”) and section 68 of the Construction Lien

Act, R.5.0. 1990, c. C.30, as amended (the “CLA”); and
such further relief as counsel may advise and this Honourable Court may permit.
THE GROUNDS FOR THE APPLICATION ARE:

The Applicant is a secured lender to the Debtors in connection with a loan in the principal
amount of $7,750,000.00 (the “Loan”). No payments have been received under the Loan

since June 11, 2014 and the Loan matured on July 31, 2014;

The Debtors own and operate the Westbrook Golf Club, a golf facility located at 1485
Westbrook Road, and 3600 and 3651 Genge Street, in Kingston, Ontario (the “Real

Property”). The facility consists of an 18 hole golf course, a 9 hole executive Par 3
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course and an indoor, air-supported dome used as a driving range and sports complex;

The Loan is secured by a first mortgage over the Real Property and general security

agreements over the Respondent’s personal property;

On August 15, 2014, the Applicant issued a notice of intention to enforce security under

the Loan pursuant to s. 244(1) the BIA,;

In late of October of 2014, the Applicant appointéd a private receiver under its security.
1
Regrettably, the Debtors refused to meet with or permit the privately-appointed receiver

to take possession of the Real Property;

1709927 Ontario Limited (“170”) holds a second mortgage over the Real Property which

secures the principal face amount of $979,000.00;

!

170’s mortgage is in default. On October 17, 2014, 170 issued a notice of sale;

In September of 2014, three (3) construction liens were fegistered against one (1) of the
four (4) parcels which collectively comprise the Real Property. Together, the liens total

$157,628.12;

In the face of the liens, no reasonable mortgage lender will advance funds on the security

of the Real Property as its security would rank subordinate in priority to the liens;
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As of January 19, 2015, there were realty tax arrears in the sum of $14,771.87 owing to

the City of Kingston in respect of the Real Property;

Insofar as no payments have been received under @e Loan since June 11, 2014 and the
Loan matured on July 31, 2014, the Debtors ha\j/e had ample time to refinance their

obligations;

Given the passage of time, the Debtors’ mounting indebtedness to the Applicant and 170,
the registration of the liens, the power of sale proceeding initiated by 170, and the
mounting arrears of realty taxes, the likelihood of the Debtors refinancing their

obligations at this stage is remote, if not impossible;

Given the extensive work and costs associated with readying golf courses for spring play
and the Debtors’ illiquidity, there is a serious risk that the Applicant’s security will be
imperilled if the Debtors remain in possession of the Real Property any longer. The time
and costs involved may be considerable if the greens, fairways and tees were not properly

fertilized and aerated in the fall and if the irrigation systems were not properly drained;

To ensure that the business is sold on a going concern basis, the Applicant is prepared to
fund the required start-up costs on the security of a Court-ordered receiver’s borrowing

charge over the Debtors’ assets, including the Real Property. However, it is critical that a
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receiver be in possession by no later than March 1,;2015 in order to avoid jeopardy to the
assets;

!
It is just, convenient and necessary for the protection of the Respondents’ estates and for
the protection of the Applicant and other stakeholders of the Respondents that a receiver
and manager and construction lien trustee be appointed by this Honourable Court to take

possession and control of the Respondents’ assets; .

Section 243(1) of the BIA, section 101 of the CJA, section 68 of the of the CLA and Rules

3.02(1), 16.08 and 14.05(3)(d),(e), (f) (g) and (h) of the Rules of Civil Procedure; and

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

permit,

THE FOLLOWING DOCUMENTARY EVIDENCE WILL BE USED AT THE

HEARING OF THE APPLICATION:
The Affidavit of Larry Dunn, sworn February 6, 2015, and the exhibits thereto;
The Consent of Rosen Goldberg Inc. to act as Receiver; and

Such further and other material as counsel may advise and this Honourable Court may

permit.



Date of Issue: February / / , 2015

VICTOR L. VANDERGUST
PROFESSIONAL CORPORATION
Barrister & Solicitor

11 Hurontario Street

P.O. Box 39

Collingwood, Ontario, L9Y 374

Email: vic@vandergustlaw.com
Tel:  (705) 445-4544
Fax: . (705) 445-4160

Lawyeér for the Applicant



Schedule “A”

Court File No.
ONTARIO
SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

IN THE MATTER OF SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY
ACT,R.S.C. 1985, C. B-3, AS AMENDED, SECTION 101 OF THE COURTS OF JUSTICE
ACT, R.S.0 1990 C. C.43, AS AMENDED, AND SECTION 68 OF THE CONSTRUCTION
LIEN ACT, R.S.0. 1990, C. C.30, AS AMENDED

THE HONOURABLE ) , THE

) ‘
JUSTICE ) DAY OF , 2015
BETWEEN:

HARBOUR EDGE MORTGAGE INVESTMENT CORPORATION

i

Applicant
- and -
HARNDEN ENTERPRISES INCORPORATED
AND SOUTHWINDS ENTERPRISES LIMITED
Respondents

ORDER

(appointing Receiver)

THIS APPLICATION made by the Applicant for an Order pursuant to section 243(1) of
the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), section 101 of
the Courts of Justice Act, R.S.0. 1990, c. C.43, as amended (the “CJA”) and section 68 of the
Construction Lien Act, R.S.0. 1990, c. C.30, as amended (the “CLA”), appointing Rosen

Goldberg Inc. as receiver and manager and construction lien trustee (in such capacities, the
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“Receiver”) without security, of all of the assets, undertakings and properties of the Respondents
Harnden Enterprises Incorporated and Southwinds Enterprises Limited (collectively, the
“Debtors”) acquired for, or used in relation to a business carried on by the Debtors, was heard

this day at 330 University Avenue, Toronto, Ontario.

ON READING the affidavit of Larry Dunn sworn February __, 2015 and the Exhibits
thereto, and on hearing the submissions of counsel for the Applicant, no one appearing for

although duly served as appears from the affidavit of service of

sworn , 2015 and on reading the consent of

Rosen Goldberg Inc. to act as the Receiver,

SERVICE

1. 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.

APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 243(1) of the BIA, section 101 of the
CJA and section 68 of the CLA, Rosen Goldberg Inc. is hereby appointed Receiver, without
security, of all of the assets, undertakings and properties of the Debtors acquired for, or used in

relation to a business carried on by the Debtors, including all proceeds thereof (the “Property”).

RECEIVER’S POWERS

3. THIS COURT ORDERS that the Receiver is hereby empowered and authorized, but not
obligated, to act at once in respect of the Property and, without in any way limiting the generality
of the foregoing, the Receiver is hereby expressly empowered and authorized to do any of the

following where the Receiver considers it necessary or desirable:

(a) to take possession of and exercise control over the Property and any and
all proceeds, receipts and disbursements arising out of or from the

Property;
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to receive, preserve, and protect the Property, or any part or parts thereof,
including, but not limited to, the cflanging of locks and security codes, the
relocating of Property to safeguard it, the engaging of independent
security personnel, the taking of physical inventories and the placement of

such insurance coverage as may be necessary or desirable;

to manage, operate, and carry on the business of the Debtors, including the
powers to enter into any agreements, incur any obligations in the ordinary
course of business, cease to carry on all or any part of the business, or

cease to perform any contracts of the Debtors;

to engage consultants, appraisers,:agents, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on
whatever basis, including on a temporary basis, to assist with the exercise
of the Receiver’s powers and duties, including without limitation those

conferred by this Order;

to purchase or lease such machinery, equipment, inventories, supplies,
premises or other assets to continué the business of the Debtors or any part

or parts thereof;

to receive and collect all monies and accounts now owed or hereafter
owing to the Debtors and to exercise all remedies of the Debtors in
collecting such monies, including, without limitation, to enforce any

security held by the Debtors;
to settle, extend or compromise any indebtedness owing to the Debtors;

to execute, assign, issue and endorse documents of whatever nature in
respect of any of the Property, whether in the Receiver’s name or in the

name and on behalf of the Debtors, for any purpose pursuant to this Order;

to initiate, prosecute and continue the prosecution of any and all

proceedings and to defend all proceedings now pending or hereafter

10
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instituted with respect to the Debtors, the Property or the Receiver, and to
settle or compromise any such proceedings. The authority hereby
conveyed shall extend to such appéals or applications for judicial review

in respect of any order or judgment? pronounced in any such proceeding;

to market any or all of the Property, including ad{/ertising and soliciting
offers in respect of the Property or any part or parts thereof and
negotiating such terms and conditions of sale as the Receiver in its

discretion may deem appropriate;

to sell, convey, transfer, lease or assign the Property or any part or parts

thereof out of the ordinary course of business,

@) without the approval of this Court in respect of any transaction not
exceeding $25,000.00, provided that the aggregate consideration

for all such transactions does not exceed $100,000.00; and

(11))  with the approval of this Court in respect of any transaction in
which the purchase price or the aggregate purchase price exceeds

the applicable amount set out in the preceding clause;

and in each such case notice under subsection 63(4) of the Ontario
Personal Property Security Act, or section 31 of the Ontario Mortgages
Act, as the case may be, shall not be required, and in each case the Ontario

Bulk Sales Act shall not apply.

to apply for any vesting order or other orders necessary to convey the
Property or any part or parts thereof to a purchaser or purchasers thereof,

free and clear of any liens or encumbrances affecting such Property;

to report to, meet with and discuss with such affected Persons (as defined
below) as the Receiver deems appropriate on all matters relating to the
Property and the receivership, and to share information, subject to such

terms as to confidentiality as the Receiver deems advisable;

11
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(n) to register a copy of this Order and any other Orders in respect of the
Property against title to any of the Property;

(0) to apply for any permits, licences, approvals or permissions as may be
required by any governmental authority and any renewals thereof for and
on behalf of and, if thought desirable by the Receiver, in the name of the
Debtors;

(p) to enter into agreements with aﬁy trustee in bankruptcy appointed in
respect of the Debtors, including, without limiting the generality of the
foregoing, the ability to enter into occupation agreements for any property

P

owned or leased by the Debtors;

(@) to exercise any shareholder, partnership, joint venture or other rights

which the Debtors may have; and -

€y) to take any steps reasonably incidental to the exercise of these powers or

the performance of any statutory obligations.

and in each case where the Receiver takes any such actions or steps, it shall be exclusively
authorized and empowered to do so, to the exclusion of all other Persons (as defined below),

including the Debtors, and without interference from any other Person.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

4. THIS COURT ORDERS that (i) the Debtors, (ii) all of their current and former directors,
officers, employees, agents, accountants, legal counsel and shareholders, and all other persons
acting on its instructions or behalf, and (iii) all other individuals, firms, corporations,
governmental bodies or agencies, or other entities having notice of this Order (all of the
foregoing, collectively, being “Persons” and each being ;a “Person”) shall forthwith advise the
Receiver of the existence of any Property in such Person’s possession or control, shall grant
immediate and continued access to the Property to the Receiver, and shall deliver all such

Property to the Receiver upon the Receiver’s request.

12
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5. THIS COURT ORDERS that all Persons shall: forthwith advise the Receiver of the
existence of any books, documents, securities, contra%;ts, orders, corporate and accounting
records, and any other papers, records and information of any kind related to the business or
affairs of the Debtors, and any computer programs, compléxter tapes, computer disks, or other data
storage media containing any such information (the foregoing, collectively, the “Records™) in
that Person’s possession or control, and shall provide to the Receiver or permit the Receiver to
make, retain and take away copies thereof and grant to thé Receiver unfettered access to and use
of accounting, computer, software and physical facilities relating thereto, provided however that
nothing in this paragraph 5 or in paragraph 6 of this Order shall require the delivery of Records,
or the granting of access to Records, which may not be disclosed or provided to the Receiver due
to the privilege attaching to solicitor-client communiczgation or due to statutory provisions

prohibiting such disclosure.

6. THIS COURT ORDERS that if any Records aﬁe stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of alloWing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expediént, and shall not alter, erase or destroy
any Records without the prior written consent of the Receiver. Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistance in gaining immediate
access to the information in the Records as the Receiver may in its discretion require including
providing the Receiver with 1nstruct10ns on the use of any computer or other system and
providing the Receiver with any and all access codes, account names and account numbers that

may be required to gain access to the information.

7. THIS COURT ORDERS that the Receiver shall provide each of the relevant landlords
with notice of the Receiver’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 Receiver’s entitlement to remove any such fixture under the provisions of

13
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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 Receiver, or by further Order of this Court
upon application by the Receiver on at least two (2) days’ notice to such landlord and any such

secured creditors.
NO PROCEEDINGS AGAINST THE RECEIVER

8. THIS COURT ORDERS that no proceeding or, enforcement process in any court or
tribunal (each, a “Proceeding”), shall be commenced or continued against the Receiver except

with the written consent of the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTORS OR THE PROPERTY

9. THIS COURT ORDERS that no Proceeding against or in respect of the Debtors or the
Property shall be commenced or continued except with the written consent of the Receiver or
with leave of this Court and any and all Proceedings cunéntly under way against or in respect of

the Debtors or the Property are hereby stayed and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

10.  THIS COURT ORDERS that all rights and remedi}es against the Debtors, the Receiver, or
affecting the Property, are hereby stayed and suspended ‘except with the written consent of the
Receiver or leave of this Court, provided however that this stay and suspension does not apply in
respect of any “eligible financial contract” as defined in the BIA, and further provided that
nothing in this paragraph shall (i) empower the Receiver or the Debtors to carry on any business
which the Debtors are not lawfully entitled to carry on, (ii) exempt the Receiver or the Debtors
from compliance with statutory or regulatory provisi(;ns relating to health, safety or the
environment, (iii) prevent the filing of any registration to preserve or perfect a security interest,

or (iv) prevent the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

11.  THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere
with, repudiate, terminate or cease to perform any rigHt, renewal right, contract, agreement,
licence or permit in favour of or held by the Debtors, without written consent of the Receiver or

leave of this Court.

14



CONTINUATION OF SERVICES

12. THIS COURT ORDERS that all Persons havin;g oral or written agreements with the
Debtors or statutory or regulatory mandates for the supf)ly 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 Debtors are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goodsj or services as may be required by the
Receiver, and that the Receiver shall be entitled to theicontinued use of the Debtors’ current
telephone numbers, facsimile numbers, internet addresses and domain names, provided in each
case that the normal prices or charges for all such goods or services received after the date of this
Order are paid by the Receiver in accordance with nor@al payment practices of the Debtors or
such other practices as may be agreed upon by the supplier or service provider and the Receiver,

or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

13. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of
payments received or collected by the Receiver from and éfter the making of this Order from any
source whatsoever, including without limitation the sale‘i of all or any of the Property and the
collection of any accounts receivable in whole or in part, whether in existence on the date of this
Order or hereafter coming into existence, shall be depositcd into one or more new accounts to be
opened by the Receiver (the “Post Receivership Accounts%’) and the monies standing to the credit
of such Post Receivership Accounts from time to time, net of any disbursements provided for
herein, shall be held by the Receiver to be paid in accordance with the terms of this Order or any

further Order of this Court.

EMPLOYEES

14. THIS COURT ORDERS that all employees of the Debtors shall remain the employees of
the Debtors until such tiine as the Receiver, on the Debtors’ behalf, may terminate the
employment of such employees. The Receiver shall not be liable for any employee-related
liabilities, including any successor employer liabilities as provided for in section 14.06(1.2) of

the BIA, other than such amounts as the Receiver may specifically agree in writing to pay, or in

15
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respect of its obligations under sections 81.4(5) or 81.6(3) of the BIA or under the Wage Earner

Protection Program Act.

PIPEDA
15. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal

Information Protection and Electronic Documents Act, the Receiver shall disclose personal
information of identifiable individuals to prospective pufchasers or bidders for the Property and
to their advisors, but only to the extent desirable or requifed to negotiate and attempt to complete
one or more sales of the Property (each, a “Sale”). Each prospective purchaser or bidder to
whom such personal information is disclosed shall majntain and protect the privacy of such
information and limit the use of such information to its evaluation of the Sale, and if it does not
complete a Sale, shall return all such information to the Receiver, or in the alternative destroy all
such information. The purchaser of any Property shall be entitled to continue to use the personal
information provided to it, and related to the Property purchased, in a manner which is in all
material respects identical to the prior use of such information by the Debtors, and shall return all
other personal information to the Receiver, or ensure that all other personal information is

destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

16.  THIS COURT ORDERS that nothing herein céntained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, “Possession”) of any of the Property that m:ight 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, pgovincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the “Environmental Legislation”), provided however that nothing herein shall
exempt the Receiver from any duty to report or make disclosure imposed by applicable

Environmental Legislation. The Receiver shall not, as a result of this Order or anything done in
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pursuance of the Receiver’s duties and powers under this Order, be deemed to be in Possession
of any of the Property within the meaning of any Environmental Legislation, unless it is actually

in possession. i

LIMITATION ON THE RECEIVER’S LIABILITY

17. THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a result
of its appointment or the carrying out the provisions of this Order, save and except for any gross
negligence or wilful misconduct on its part, or in respect pf its obligations under sections 81.4(5)
or 81.6(3) of the BIA or under the Wage Earner Protectiion Program Act. Nothing in this Order
shall derogate from the protections afforded the Receiveﬁ by section 14.06 of the BIA or by any

other applicable legislation.

RECEIVER’S ACCOUNTS

18.  THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be paid their
reasonable fees and disbursements, in each case at their standard rates and charges unless
otherwise ordered by the Court on the passing of accounts, and that the Receiver and counsel to
the Receiver shall be entitled to and are hereby granted a charge (the “Receiver’s Charge”) on
the Property, as security for such fees and disbursements, both before and after the making of
this Order in respect of these proceedings, and that thé Receiver’s Charge shall form a first
charge on the Property in priority to all security finterests, trusts, liens, charges and
encumbrances, statutory or otherwise, in favour of any P%erson, but subject to sections 14.06(7),

81.4(4), and 81.6(2) of the BIA.

19.  THIS COURT ORDERS that the Receiver and i{s legal counsel shall pass its accounts
from time to time, and for this purpose the accounts of jthe Receiver and its legal counsel are

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

20.  THIS COURT ORDERS that prior to the passing of its accounts, the Receiver shall be at
liberty from time to time to apply reasonable amounts, out of the monies in its hands, against its
fees and disbursements, including legal fees and disbursements, incurred at the standard rates
and charges of the Receiver or its counsel, and such amounts shall constitute advances against its

remuneration and disbursements when and as approved by this Court.

1
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FUNDING OF THE RECEIVERSHIP

21.  THIS COURT ORDERS that the Receiver be at liberty and it is hereby empowered to
borrow by way of a revolving credit or otherwise, such monies from time to time as it may
consider necessary or desirable, provided that the outstanding principal amount does not exceed
$500,000.00 (or such greater amount as this Court may by further Order authorize) at any time,
at such rate or rates of interest as it deems advisable for s:uch period or periods of time as it may
arrange, for the purpose of funding the exercise of the powers and duties conferred upon the
Receiver by this Order, including interim expenditures. The whole of the Property shall be and
is hereby charged by way of a fixed and specific charge (the “Receiver’s Borrowings Charge”)
as security for the payment of the monies borrowed, together with interest and charges thereon,
in priority to all security interests, trusts, liens, charges and encumbrances, statutory or
otherwise, in favour of any Person, but subordinate in pﬁoﬂty to the Receiver’s Charge and the

charges as set out in sections 14.06(7), 81.4(4), and 81.6(2) of the BIA.

I

22. THIS COURT ORDERS that neither the Receiver’s Borrowings Charge nor any other
security granted by the Receiver in connection with its' borrowings under this Order shall be

enforced without leave of this Court.

23.  THIS COURT ORDERS that the Receiver is at liberty and authorized to issue certificates
substantially in the form annexed as Schedule “A” heretd (the “Receiver’s Certificates”) for any

amount borrowed by it pursuant to this Order.

24.  THIS COURT ORDERS that the monies from time to time borrowed by the Receiver
pursuant to this Order or any further order of this Court ;and any and all Receiver’s Certificates
evidencing the same or any part thereof shall rank on a pdri passu basis, unless otherwise agreed

to by the holders of any prior issued Receiver’s Certificates.

SERVICE AND NOTICE

25.  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://www.ontariocourts.ca/sci/practiqe/practice—directions/toronto/e—service~
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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 a¢cordance with the Protocol with the

following URL: http://www.

26.  THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Protocol is not practicable, the Receiver is at liberty to serve or distribute this Order, any
other materials and orders in these proceedings, anyv notices or other correspondence, by
forwarding true copies thereof by prepaid ordinary mail, courier, personal delivery or facsimile
transmission to the Debtors’ creditors or other interested parties at their respective addresses as
last shown on the records of the Debtors and that any such service or distribution by courier,
personal delivery or facsimile transmission shall be deert{md to be received on the next business
day following the date of forwarding thereof, or if sent }“)y ordinary mail, on the third business

day after mailing,

GENERAL

i
!

27.  THIS COURT ORDERS that the Receiver may from time to time apply to this Court for

advice and directions in the discharge of its powers and duties hereunder.

28.  THIS COURT ORDERS that nothing in this Ordet shall prevent the Receiver from acting
as a trustee in bankruptcy of the Debtors. :

29. THIS COURT HEREBY REQUESTS the aid aﬁd recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United Stafes to give
effect to this Order and to assist the Receiver and its agents in carrying out the terms of this
Order. All courts, tribunals, regulatory and administfative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an officer of this
Court, as may be necessary or desirable to give effect to this Order or to assist the Receiver and

its agents in carrying out the terms of this Order.
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30.  THIS COURT ORDERS that the Receiver be dt 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 ca;m“ying out the terms of this Order, and
that the Receiver is authorized and empowered to act as a representative in respect of the within
proceedings for the purpose of having these proceedinjgs recognized in a jurisdiction outside

Canada.

!
{

31.  THIS COURT ORDERS that the Applicant shallihave its costs of this application, up to
and including entry and service of this Order, provided for by the terms of the Applicant’s
security or, if not so provided by the Applicant’s security, then on a substantial indemnity basis
to be paid by the Receiver from the Debtors’ estates with such priority and at such time as this

Court may determine.

32.  THIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order on not less than seven (7) days’ notice to the Receiver and to any other party
likely to be affected by the order sought or upon such other notice, if any, as this Court may
order.

l
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SCHEDULE “A”
RECEIVER CERTIFICATE

CERTIFICATE NO.

AMOUNT §

1. THIS IS TO CERTIFY that Rosen Goldberg Inc., the receiver (the “Receiver”) of the
assets, undertakings and properties of Harnden Enterprises Incorporated and Southwinds
Enterprises Limited acquired for, or used in relation to' a business carried on by the Debtors,
including all proceeds thereof (collectively, the “Property”) appointed by Order of the Ontario
Superior Court of Justice (Commercial List) (the “Court”) dated the _ dayof 20
(the “Order”) made in an application having Court file nﬁmber _ -CL- , has received as
such Receiver from the holder of this certificate (the “Lender”) the principal sum of
$ , being part of the total principal sum of $ which the Receiver is

authorized to borrow under and pursuant to the Order.

2. The principal sum evidenced by this certificate is payable on demand by the Lender with
interest thereon calculated and compounded [daily][monthly not in advance on the day
of each month] after the date hereof at a notional rate per annum equal to the rate of per

cent above the prime commercial lending rate of Bank of ’ from time to time.

3. Such principal sum with interest thereon is, by the terms of the Order, together with the
principal sums and interest thereon of all other certificates issued by the Receiver pursuant to the
Order or to any further order of the Court, a charge upon fhe whole of the Property, in priority to
the security interests of any other person, but subject to the priority of the charges set out in the
Order and in the Bankruptcy and Insolvency Act, and the right of the Receiver to indemnify itself

out of such Property in respect of its remuneration and expenses.

4. All sums payable in respect of principal and interest under this certificate are payable at

the main office of the Lender at Toronto, Ontario.
5. Until all liability in respect of this certificate has been terminated, no certificates creating

charges ranking or purporting to rank in priority to this ceﬁiﬁcate shall be issued by the Receiver
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to any person other than the holder of this certificate without the prior written consent of the

holder of this certificate.

6. The charge securing this certificate shall operate So as to permit the Receiver to deal with
the Property as authorized by the Order and as authorized by any further or other order of the
Court. |

7. The Receiver does not undertake, and it is not under any personal liability, to pay any

sum in respect of which it may issue certificates under the terms of the Order.

DATED the day of ,20

Rosen Goldberg Inc., solely in its capacity
as Receiver of the Property, and not in its
personal capacity

Per:

Néme:
Title:

22
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Court File No. CV-15-68-00

ONTARIO
SUPERIOR COURT OF JUSTICE

t

IN THE MATTER OF SECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY
ACT, R.S.C. 1985, C. B-3, AS AMENDED, SECTION 101 OF THE COURTS OF JUSTICE
ACT, R.S.0 1990 C. C.43, AS AMENDED AND SECTION 68 OF THE CONSTRUCTION

LIEN ACT, R.S.0. 1990, C. C.30, AS AMENDED

BETWEEN:

HARBOUR EDGE MORTGAGE INVESTMENT CORPORATION

Applicant
- and -
HARNDEN ENTERPRISES INCORPORATED
AND SOUTHWINDS ENTERPRISES LIMITED
Respondents

|

AFFIDAVIT OF LARRY DUNN
(sworn February 6, 2013)

I, LARRY DUNN, of the Town of Collingwood, in the Province of Ontario, MAKE
OATH AND SAY: :

1. I am the Chairman and Chief Executive Officer of the Applicant and have knowledge of

the matters to which I hereinafter depose.
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2. The Applicant is a “MIC” — a tax exempt “mortgage investment corporation” under the

Income Tax Act (Canada) — which invests in a portfolio of Canadian mortgage investments.

3. I am swearing this Affidavit in support of an appiication to appoint Rosen Goldberg Inc.
as receiver, manager and construction lien trustee of the assets of the Respondents Harnden
Enterprises Incorporated (“HEI”) and Southwinds Enterprises Limited (“SEL”). HEI and SEL

are hereinafter referred to collectively as the “Debtors”.
The Assets

4. The Debtors own and operate the Westbrook Golf Club, a golf facility located at 1485
Westbrook Road, and 3600 and 3651 Genge Street, in Kingston, Ontario (the “Real Property”).
The facility consists of an 18 hole golf course, a 9 hole executive Par 3 course and an indoor, air-
supported dome used as a driving range and sports comiolex (the “Dome”). The Real Property,
the Debtor’s personal property and the Debtor’s businesé are hereinafter referred to collectively

as the “Assets”.
The Loan and the Applicant’s Real Property Security

5. The Applicant is a secured lender to the Debtors in connection with a loan in the principal
amount of $7,750,000.00 (the “Loan”). No payments h%lve been received under the Loan since
June 11, 2014 and the Loan matured on July 31, 2014. As at January 15, 2015, the amount
owing under the Loan was $8,417,544.57, excluding uli“lbilled legal fees. Interest is accruing
thereon at the rate of twelve (12%) per annum, calculated; and payable monthly.

6. The Loan was made pursuant to a commitment dated July 5, 2013 (the “Commitment”),
a true copy of which is attached as Exhibit “1”. As se‘q1 out in the Commitment, the Loan was
given to enable the Debtors to pay out existing first mortgage debt over the Real Property and to
finance construction of the Dome. Under the Commitmént, the Loan was originally limited to a

maximum principal amount of $6,300,000.00.
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7. In connection with the Loan, the Debtors executed a grid promissory note dated July 25,

2013 in favour of the Applicant, a true copy of which is attached as Exhibit “2”.

8. As security for the promissory note, the Debtérs gave the Applicant a blanket first
mortgage over the Real Property, registered on July 26,‘\ 2013, in the principal face amount of
$6,300,000.00.  True copies of the mortgage (the “Applicant’s Mortgage”) and Standard
Charge Terms 200033 (the “Standard Charge Terms”) applicable thereto are attached as
Exhibit “3”. The Applicant’s Mortgage provides for the ,iright to appoint a receiver upon default.

9. Pursuant to a commitment dated November 1, 2013 (the “Amended Commitment™), in
order to fund cost overruns associated with the construction of the Dome and other costs, the
principal amount of the Loan was amended and increased to $7,750,000.00 and the term of the
Loan was extended to July 31, 2014. A true copy of thﬁ:: Amended Commitment is attached as
Exhibit “4”.

10. In connection with the Amended Commitment, t:he Debtors executed a grid promissory
note dated November 19, 2013, a true copy of which is attached as Exhibit “5”. Additionally,
the Applicant’s Mortgage was amended pursuant to an :agreement amending charge, notice of
which was registered against the Real Property on Noverﬁber 26, 2013. A true copy of the notice
1s attached as Exhibit “6”.

Second Mortgage Held by 1709927 Ontario Limited

11. 1709927 Ontario Limited (“170”") holds a second mortgage (“170’s Mortgage”) over the
Real Property which secures the principal face amount of $979,000.00. True copies of 170’s
Mortgage, registered on May 24, 2013, and an applicatio:n to correct the name of the mortgagee
thereunder, registered on July 12, 2013, are attached as Exhibit “7”.
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12. 170’s Mortgage was postponed to the Applicanf’s Mortgage (as amended) pursuant to

two (2) registered postponements of interest, true copies of which are attached as Exhibit “8”.

13. There are no other mortgages registered against the Real Property. True copies of parcel
registers in respect of the four (4) parcels which comprise the Real Property are attached as

Exhibit “9”.
The Appliczint’s Personal Property Security

14.  As further security for the Loan, the Applicant hoilds general security agreements over the
Debtors’ personal property. A true copy of the general security agreement dated July 25, 2013,
given by HEI, is attached as Exhibit “10”. A true copy of the general security agreement dated
July 25, 2013, given by SEL, is attached as Exhibit “il”. Both general security agreements

provide for the right to appoint a receiver upon default.

SEL

15. The Applicant is registered first-in-time under the PPSA over the personal property of
SEL. True copies of a PPSA summary and PPSA search in respect of SEL are attached as
Exhibit “12”. 170 is registered second-in-time over SEL’s equipment. Maxium Financial

Services Inc. is registered third-in-time. There are no 'other registrations over SEL’ personal

property.
HEI

16.  The Applicant is registered fourth-in-time under the PPSA over the personal property of
HEI. True copies of a PPSA summary and PPSA search in respect of HEI are attached as
Exhibit “13”. John Deere Credit Inc. is registered first-in-time over various specified

equipment. John Deere Financial Inc. is registered second and third in-time over other specified
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equipment. Four Courts Limited is registered fifth-in-time over rooftop air conditioning units.

There are no other registrations over Harden’s personal pﬁoperty.
Guarantee Given by Kenneth Harnden and Anita Halj‘nden

17. The Loan is also personally guaranteed by the Debtors’ principals, Kenneth and Anita
Harnden (collectively, the “Guarantors”) pursuant to'a guarantee, a true copy of which is

attached as Exhibit “14”.
Initial Advance

18.  There was an initial advance of $2,650,000.00 made under the Loan by the Applicant to
the Debtors and five (5) subsequent draws were made thereafter. A true copy of a statement in
respect of the Loan on a running basis, which shows all of the advances made, is attached as

Exhibit “15”. The terms “advance” and “draw” are used interchangeably herein.

19. The initial advance of $2,650,000.00 was made on July 26, 2013 and was applied as set
out in a schedule (the “Schedule”) prepared by the law firm of Baulke Augaitis Stahr LLP, who
acted for the Applicant in connection with the closing of the Loan. A true copy of the Schedule
is attached as Exhibit “16”. :

20. As set out in the Schedule, $2,280,400.99 was paid to the law firm of Nelson, Wilson, in
trust pursuant to a direction dated July 25, 2013 signed on behalf of the Debtors. A true copy of

i

the direction is attached asAExhibit “17”.

1

21. In turn, the $2,280,400.99 was applied by Neléon, Wilson to pay out and discharge
amounts which the Debtors owed to the Bank of Montreal (“BMO”) under a mortgage against
the Real Property, as well as a construction lien that Morven Construction Ltd. (“Morven™) had
registered against the Real Property. A true copy of the :‘BMO mortgage is attached as Exhibit
“18”. A true copy of the Morven lien is attached as Exhibit “19”. A true copy of a statement
which shows the amounts owing to BMO and Morven is ?attached as Exhibit “20”. True copies

of the discharges of the BMO mortgage and the Morven lien are attached as Exhibit “21”.

1
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22. As further set out in the Schedule, $82,136.00 of the initial advance was paid to Behlen
Industries LP in accordance with an invoice rendered té) the Debtors on June 3, 2013. A true

copy of the invoice is attached as Exhibit “227.

23. $150,000.00 of the initial advance was paid to the Applicant as an interest reserve in
accordance with the Commitment. A further $116,000.00 was paid to HarbourEdge Capital
- Corporation (“HECC™), the Applicant’s manager, as a lender’s fee in accordance with the
Commitment. '

Subsequent Advances
|

24.  Between September 4, 2013 and January 17, 20114, there was a total of five (5) draws
taken by the Debtors which in the aggregate totalled $4,798,018.20. In terms of the manner in
which draws occurred, I am advised by our Regional Underwriter, Robert Brockwell, that he
received backup documentation from Kenneth Harden, Anita Harnden, or their project manager,
Ed McCann, to support draw requests. Upon our satisfactory internal review of the backup, one
of our representatives conducted a site visit and, subject to being satisfied at the site visit, the
cheques were given to Kenneth Harden or Anita Harﬁden to distribute to the payees of the

cheques (“Payees™).

25.  In order to comply with the holdback rules under the Construction Lien Act (Ontario), the
Applicant held back ten (10%) percent of funds paid to certain Payees.

Draw 1

26.  On September 4, 2013, $933,476.12 (inclusive of holdbacks totalling $46,121.56)

(“Draw 1) was paid to certain Payees in accordance with invoices rendered to the Debtors.

1

True copies of the invoices paid under Draw 1 are attached as Exhibit “23”.

27. True copies of a table which the Applicant prepared in connection with advancing Draw

1, together with corresponding cancelled cheques to the Payees, are attached as Exhibit “24”.

DPraw 2
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28.  On October 10, 2013, $497,120.79 (inclusive of holdbacks totalling $30,174.18) (“Draw

27) was paid to certain Payees in accordance with invoices rendered to the Debtors. True copies '

of the invoices paid under Draw 2 are attached as Exhibit “25”.

29. True copies of a table which the Applicant prepared in connection with advancing Draw

2, together with corresponding cancelled cheques to the Payees, are attached as Exhibit “26”.
Draw 3

30. On November 6, 2013, $169,654.13 (inclusivfe of holdbacks totalling $15,603.30)
(“Draw 3”) was paid to certain Payees in accordance with invoices rendered to the Debtors.

True copies of the invoices paid under Draw 3 are attached as Exhibit «27”.

31. True copies of a table which the Applicant prepared in connection with advancing Draw

3, together with corresponding cancelled cheques to the Payees, are attached as Exhibit “28”.
Draw 4

32. On November 14, 2013, $1,773,655.59 (inclusive of holdbacks totalling $167,853.38)
(“Draw 4”) was paid to certain Payees in accordance with invoices rendered to the Debtors.

True copies of the invoices paid under Draw 4 are attached as Exhibit “29”.

33. True copies of a table which the Applicant prepafed in connection with advancing Draw

4, together with corresponding cancelled cheques to the Payees, are attached as Exhibit “30”.
Draw 5

34.  On January 17, 2014, $1,424,111.57 (inclusive of holdbacks totalling $113,545.78)
(“Draw 5”) was paid to certain Payees in accordance With invoices rendered to the Debtors.

True copies of the invoices paid under Draw 5 are attached as Exhibit “31”.

35.  True copies of a table which the Applicant prepared in connection with advancing Draw

5, together with corresponding cancelled cheques, to the Payees are attached as Exhibit “32”.

Other Amounts Advanced
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36. Pursuant to the terms of the Amended Commitment, on November 5, 2013, $263,000.00
was paid to HECC as a lender’s fee in accordance with the Amended Commitment. Attached as

Exhibit “33” is a true copy of the cheque to HECC.

37. In aseparate advance made on December 19, 2013, the Debtors instructed the Applicant
to pay $53,110.00 (inclusive of the holdback in the amount of $5,311.00) to Wray’s Fire
Protection Kingston Ltd. (“Wray’s”) in accordance With an invoice to the Debtors dated
November 12, 2013. A true copy of Wrays’ invoice is atiached as Exhibit “34”. A true copy of
the cheque to Wray’s is attached as Exhibit “35”. ‘

Holdbacks

38. An aggregate of $373,298.20 in holdbacks wés retained.! As of the date hereof,
$221,565.31 has been released. Copies of the holdbackirelease cheques paid to Payees on Mr.
Harnden’s instructions are attached as Exhibit “36”. ‘The balance of the holdback is being
retained by the Applicant pending confirmation that the ?emaining Payees have completed their

work and delivered the requisite Statutory Declarations.
Realty Tax Arrears

39. As of January 19, 2015, there were realty tax arr(;ears in the sum of $14,771.87 owing to
the City of Kingston in respect of the Real Property. Tliue copies of tax arrears certificates are
attached as Exhibit “37”. Under the Standard Charge Terms, the failure to pay realty taxes as
they fall due is a breach of the Debtors® payment covenants.

1

Default Under 170°s Mortgage

1

! The amounts held back by the Applicant on behalf of the Debtors are nonetheless included in the principal amount
owing under the Loan.

i

i
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40. 170’s Mortgage is in default. On October 17, 2014, 170 issued a notice of sale, a true
copy of which is attached as Exhibit “38”.

Construction Liens

41.  The following construction lien registrations appéar against one (1) of the four (4) parcels

(PIN 3625-033LT) which collectively comprise the Real %Property:

Date of Name of Lien Time within which | Description of Services or Amount
Registration | Claimant Services or Materials Allegedly Supplied Claimed
‘ Materials Allegedly j
Supplied
2014/09/12 | Alex McCoy 2013/07/09- Installation of plumbing and $54,255.17
Plumbing & Heating | 2014/08/01 HVAC
Ltd. i
2014/09/19 Wylie Electric o/a 2013/11/07- Instailation of backup generator $50,127.92
1425786 Ontario 2014/08/15 with life safety capabilities and
Inc. extensive electrical work
2014/09/12 | Antonio Mendes cob | 2013/09/26- Supply and installation of drywall, | $53,245.03
as Antonio Mendes 2014/11/042 tbar ceiling, door frames and
Construction plywood for exterior walls
Aggregate lien claims: $157,628.12
42.  True copies of the liens and certificates of action are attached as Exhibit “39”.
|
43. In the face of the liens, no reasonable mortgage lender would advance funds on the

security of the Real Property as its security would rank subordinate in priority to the liens.

Attempt to Enforce the Loan

44.  On August 15, 2014, the Applicant, through its lawyer, issued a notice of intention to

enforce security pursuant to s. 244(1) the BIA. A true copy of the notice is attached as Exhibit

“40”.
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45. On August 18, 2014, the Applicant commen}ced an action under the Applicant’s
Mortgage against the Debtors and the Guarantors in the Ontario Superior Court of Justice for
payment of the Loan and possession of the Real Propérty. True copies of the Statement of
Claim and the Statement of Defence filed on behalf of the Debtors and Guarantors are attached
as Exhibit “41”. In their Statement of Defence, the Debtors and Guarantors purported to “have
no knowledge whatsoever of any amounts advanced by fhe Plaintiff [Applicant] as alleged or at
all and put the Plaintiff [Applicant] to the strict proof thereof.” That allegation is false. The
advances were made in the manner I have deposed above in paragraph 24 and, indeed, the

i

Guarantors were actively involved in the draw process.

46.  On October 29, 2014, pursuant to a private appointment (the “Appointment”), the
Applicant appointed SF Partners Inc.? under its security:as receiver and manager of the Assets.
A true copy of the Appointment is attached as Exhibit “42”.
47. On October 30, 2014, I received an email from Brahm Rosen of Rosen Goldberg Inc.
(formerly SF Partners Inc.) advising that he had contactéd Kenneth Harnden by telephone. As
set out in Mr. Rosen’s email, Mr. Rosen notified Mr. Harnden of the Appointment and that he
would be attending at the Real Property to meet with Mr Harden and take possession of the
Assets. Shortly thereafter, Mr. Rosen received a phoné call from Mr. Harden’s lawyer, John
Crouchman. Mr. Crouchman denied that the Loan was in default and confirmed that the Debtors
were refusing to meet and would resist any attempt on Mr Rosen’s part to take possession of the
Assets. A true copy of Mr. Rosen’s email to me is attache;:d as Exhibit “43”.

|
Just and Convenient

!
48.  Insofar as no payments have been received undex% the Loan since June 11, 2014 and the

Loan matured on July 31, 2014, the Debtors have had ample time to refinance their obligations.

% SF Partners Inc.’s name was subsequently changed to Rosen Goldberg Inc.
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Given the passage of time, the Debtors’ mounting indebtedness to the Applicant and 170, the
registration of the liens, the power of sale proceeding initiated by 170, and the mounting arrears
of realty taxes, the likelihood of the Debtors refinancing their obligations is remote, if not
impossible.

49.  In the circumstances, including the Debtor’s refus;al to comply with a privately-appointed
receiver, I believe it is just and convenient for the protection of the Debtors’ estates that a
receiver and manager be appointed over the assets of tHe Debtors. A Couxt-appoihted receiver
will be in the best position to sell the Real Property and the Debtors’ personal property in a fair

and transparent manner with input from all of the Debtors’ stakeholders.
Urgency

50. Given the extensive work and costs associated Wifh readying golf courses for spring play,
the Applicant is very concerned that its security will be imperilled if the Debtors remain in
possession of the Real Property any longer. The time and costs involved may be considerable if
the greens, fairways and tees were not properly fertiliged and aerated in the fall and if the
irrigation systems were not properly drained. In order to ensure that the business is sold on a
going concern basis, the Applicant is prepared to fund thje required start-up costs on the security
of a Court-ordered receiver’s borrowing charge over ﬂae Debtors’ assets, including the Real
Property. It is, in my view, critical that a receiver be 11%1 possession by no later than March 1,

2015 in order to avoid jeopardy to the assets.

51.  If appointed, the person at Rosen Goldberg Inc. who will have carriage of this matter will
be Brahm Rosen. Mr. Rosen is the President of Rosenberg Goldberg Inc. He has been a
chartered accountant since 1985, a Chartered Insolvency and Restructuring Practitioner since
1995 and a Trustee in Bankruptey since 1996. He has ex;perience acting in various restructuring

and insolvency proceedings, in a wide range of areas, including golf courses and distressed real
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estate, as a Court-appointed receiver. The fees charged by Rosen Goldberg Inc.’s firm are also

lower than the fees which the larger, national financial reétructuring firms charge.

Covotrs 5«» 2] tl R
Dl
B ' ¢ i\, ;

A C&iﬁﬁz{issio’nerfc’)r Taking Affidavits

- Loretta Ann MacNeil
Netary Public, County of Simcoe,
fimited to the attestation of
instruments and the taking of
altidavits, for HarbourEdge Capital
Corporation and its associated companies
Expires June 11, 2016



This is Exhibit “1” refe;
February ..... b vy 20

in the Affidavit of Larry Dunn sworn

Ve

Commissioner for Taking Affidavits (qr as may be)
!

Loretta Ann MaciNeil !

Notary Public, County of Simcoe,

limited to the attestation of L
instruments and the taking of

affidavits, for HarbourEdge Capital
Corporation and its associated companies
Expires June 11, 2016 j
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Paramount Equity Solutions
37 Thicketwood Blvd,,
Stouffville, ON

L4A 4K6

Attn: Rosa Shirani

RE: 1* mortgage loan for $6,300,000.00 on lands and buildings on the 3 parcels of land totaling 288
acres located at 1485 Westbrook Road and 3651 & 3600 Genge Road, Kingston, Ontario known
as Westhrook Golf Club & Driving Range, to finance cpnstruction of proposed air-supported
indoor multi-purpose sports facility to be known as “The Dome at Westbraok”, fund interest &
property tax reserves and legal & closing costs.

We are pleased to advise that HarbourEdge Mortgage investment Corporation (hereinafter referred to
as the “lender”) has approved the following revised “mortgage loan” or “credit facility” {(hereinafter
referred to as the “loan”) subject to the terms and conditions as set out below (collectively the
“commitment letter”).

Please note this financing commitment replaces all previous offers to finance provided by

HarbourEdge. :
!Z"'ORROWER: Harnden Enterpr?ses Incorporated

Southwinds Enterprises Limited
GUARANTOR(S): Ken Harnden

Anita Harnden
LENDER: HarbourEdge Mortgage Investment C;orporation
AMOUNT: $6,300,000.00 |
TYPE: Construction loan (open). ‘
TERM: 12 months from the date of initial ﬁra;wdown.
RATE: 12.00% per annum,

COMMITMENT FEE: A non refundable commitment fee of {$189,000.00) payable to HarbourEdge
Capital Corporation, due as follows: -

i

i) $10,000.00 PAID. .
i) $116,000.00, due upon draw down of funds under this loan
commitment. '

www hsrbauredge cum
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iii) $63,000.00, due from subsequent interim advances upon
confirmation of the municipality approving occupancy of the
proposed air-supported indoor multi-purpose sports facility to
be known as “The Dome at Westbrook.”

A monthly credit administration fee of $25.00, due on the 1% day of each
month,

As detailed in attached Schedule “A”,,

All of the lender’s reasonable out of pocket expenses, and all other expenses
and costs associated with this “loan”, whether or not the transaction
contemplated herein is completed, shall be due and payable by the borrower
and or guarantor(s) and shall create ah interest in the said lands. These
payments shall be in addition to any fees or payments for which the barrower
may be liable as otherwise specified up any other fee schedules in this proposal.
If the subject loan has not been advanced by the last day for advance as set out
in the cancellation section of the commitment letter for any reason other than
default by the lender, the lender shall retain the entire commitment fee in
partial satisfaction of its time and efforts with respect to the commitment
letter.

A non refundable brokers fee of $63,000.00 payable to “Paramount Equity
Solutions” due from subsequent interjm advances upon confirmation of the
municipality approving occupancy of the proposed air-supported indoor multi-
purpose sports facility to be known as “The Dome at Westbrook.” :

Whether or not the transaction contemplated herein is completed, the
borrower(s) will be required to pay the lenders direct out of pocket expenses on
request of same. Expenses shall include but not be limited to legal fees and
disbursements of the lenders solicitor, other professionals or agents used by the
lender in connection with the borrower’s application and/or commitment
letter. In the event this commitment jetter is accepted, such disbursements
and costs may be deducted from any loan advances.

On the first day of the month coincident with or next following the date that the
loan is advanced.

Interest accrues from the date of disbursement of funds to the solicitor of the
lender. ’

¢
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A 6 month interest reserve of $150,000.00 calculated on the initial mortgage
advance amount of $2,500,000.00 wif! be prepaid and held back from the initial
mortgage advance,

i
I

Upon exhaustion of the prepaid interest reserve proposed, the borrower
undertakes to make monthly payments of interest only, due and payable on the
first day of the month until the principal amount of all loan advances and any
accrued interest have been repaid in full.

Should the principal monies be repaid in full prior to exhaustion of the
$150,000.00 prepaid interest reserve theld back from the initial mortgage
advance, the chargee agrees to rebate to the chargor the applicable unearned
portion of the prepaid interest then outstanding.

An additional interest reserve of $323,398.00 will be allocated in the approved
construction budget, with regular monthly interest payments due on the
outstanding loan amount, to be drawn on the loan proposed herein to fund the
monthly interest obligations. |

Upon exhaustion of the interest reserve proposed herein, the borrower
undertakes to make monthly payments of interest only, due and payable on the
first day of the month until the principal amount of all loan advances and any
accrued interest have been repaid in full,

Quarterly HST rebates are to be appliéd to the principal amount of the proposed
construction loan as follows: ‘

a. Borrower is to submit to the lender copies of the quarterly HST
rebate applications submitted to the CRA.

b. Borrower undertakes to apply the receipt of the HST rebate
proceeds as a lump sum payment to the lean facility contemplated
herein and such funds will be utilized to continue to fund the
ongoing site servicing and construction costs for the proposed air
supported indoor multi-purpose sports facility to be known as “The
Dome at Westhrook” located at 1485 Westbrook Road, Kingston,
Ontario :

In case default shall be made in payment of any sum to become due for interest
at the time provided for payment in the Charge, compound interest shall be
payable and the sum in arrears from interest from time to time, and both before
and after default and judgment, shall bear interest at the rate provided for in
the Charge. In case the interest and cdmpound interest are not paid within the
interest calculation period provided from time to time of default a rest shall be
made, and compound interest at the rate provided for in the Charge shall be
payable on the aggregate amount then due, as well after as before maturity,
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and so on from time to time, and all such interest and compound interest shall
be a charge on the land. !
The borrower agrees that all payments under the promissory note and the
charge shall be made before 1:00 p.n')., including any additional payment of
principal and also including full payout of the promissory note or the charge,
failing which interest shall be charged at the rate set out in the promissory note
or the charge until the next regular banking day.

A 6 month property tax reserve of $15,000.00 for the 3 parcels of land totaling
288 acres located at 1485 Westbrook Road and 3651 & 3600 Genge Road,
Kingston, Ontario will be allocated in ‘the approved construction budget with
regular monthly tax payments (equivalent of 1/12 of previous year’s property
taxes) to be drawn on the loan propo:sed herein to fund the monthly tax
obligations. :

Should the principal monies be repaid in full prior to exhaustion of the property
tax reserve proposed herein, the chaigee agrees to rebate to the chargor the
applicable unearned portion of the prepaid property tax then outstanding.
Upon exhaustion of the property tax }eserve proposed herein, the borrower
undertakes to make monthly tax payments {equivalent of 1/12 of previous
year’s property taxes) until the principal amount of all loan advances and any
accrued interest have been repaid in ifull.

Permitted without penalty, subject 1o applicable fees noted in Schedule A
attached.

An initial advance of $2,500,000.00 m?ill be dishursed as follows:

Payout debt secured with 1% mortgaée $1,890,000.00

Payables related to construction ©§ 327,100.00
6 month prepaid interest reserve . $ 150,000.00
Lender Fee. ,$ 116,000.00
Estimated legal costs .S 16,900.00
Total - $2,500,000.00

Subsequent interim advances nat to exceed $3,800,000.00 will be made to fund
interest reserve(s) of no more than $323,398.00, broker fee of $63,000.00,
jender fee of $63,000.00, 6 month property tax reserve of $15,000.00 and hard
and soft construction costs of no more than $3,335,602.00 for the construction
of the proposed air supported indoor multi-purpose sports facility to be known
as “The Dome at Westbrook” located at 1485 Westhrook Road, Kingston,
Ontario. ‘
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All advances will be made on a cost to complete basis, in accordance with the
preconditions stated herein and the following terms and conditions:

CONDITIONS PRECEDENT
TO FUNDING:

Any cost overruns identified will be funded by the borrower prior to any
loan advances by the lender under this proposal. Cost overruns are
defined as the amount reported in excess of the total approved
construction budget.
All change orders and extras will require prior written approval of the
lender.
Receipt of all applicable inspection reports from the municipal building
department. :
Site inspections to be done by the lenders representatives, the cost of
which is included in the site inspection fee to be paid by the borrower.
Construction draws subject to title searches by the lenders solicitor to
ensure absence of mechanics liens/executions (cost to be borne by the
borrower),
At all times borrower will have sufficient equity in the project such that
the lender’s remaining loan proceeds are sufficient to complete the cost
to complete as certified by the borrowers architect.
Provision for required statutory holdbacks (10%) on each advance.
Lender reserves the right to control disbursement of all loan proceeds
directly to all sub trades and material suppliers.
Lender to control disbursement of each advance through its solicitors,
costs to be borne by the borrower.
Each draw request/disbursement is to be supparted by the following:

* Invoices from the respective supplier, sub trades and

consultants, ‘
*  Executed statutory declarations signed by the respective sub
trades and consultants.
= Engineer inspection certificates as applicable.
= WSIB certificates to be provided by applicable sub trades.

[

Initial Advance:

www herbnuredge com

1. A satisfactory initial site inspection and due diligence review to be

conducted by the lender at its sole discretion including but not limited
to a physical site inspection on lands and buildings on the 3 parcels of
fand totaling 288 acres located at 1485 Westbrook Road and 3651 &
3600 Genge Road, Kingston, Ontario.

Letter of transmittal to be provided by John Byers, AACI, of Associated
Appraisers for the Appraisal Report, File Na. RPT#6922, completed
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September 7, 2012, effective date August 22, 2012{cost to be borne by
the borrower).

3. Borrower to provide the lendér with a current and satisfactory Phase 1
environmental site assessment on the 3 parcels of land totaling 288
acres located at 1485 Westbrook Road and 3651 & 3600 Genge Road,
Kingston, Ontario (cost to be barne by the borrower).

4. Borrower to provide the lender with a copy of the unconditional
building permit in form and content satisfactory to the lender for its
review and approval. '

5. Borrower to provide the lender Wlth copies of current statements and
invoices of existing accounts payable related to the construction of the
proposed air supported indoor multi-purpose sports facility to be known
as “The Dome at Westbrook” located at 1485 Westbrook Road,
Kingston, Ontario not to exceed $311,800.00 (excluding HST) for lenders
review and approval.

6. Borrower to provide the lender with satisfactory water potability
certificates for all wells servicing the buildings on the 3 parcels of land
totaling 288 acres located at 3651 & 3600 Genge Road, Kingston,
Ontario.

7. Borrower to provide the lender with copies of the municipally approved
septic certificates for all septic systems on the 3 parcels of land totaling
288 acres located at 1485 Westbrook Road and 3651 & 3600 Genge
Road, Kingston, Ontario.

8. Borrower to provide the lender with copies of property tax bills for the 3
parcels of Jand totaling 288 acres located at 1485 Westbrook Road and
3651 & 3600 Genge Road, Kingston, Ontario.

9. Borrower to provide the lender with confirmation of the total payout
amount of the existing BMO debt(s) secured by the existing 1%
mortgage charge on the lands and buildings contemplated herein as
security of no more than $1,890,000.00.

10. Borrower to provide the lender with a copy of the following for its
review and approval:

a. Terms and conditions of the existing 2" mortgage on the
subject properties.

b. Confirmation from the existing 2™ mortgagee on subject
properties agreeing to postpone to the proposed HarbourEdge
1™ mortgage described herein.

11. Borrower to provide the lender with a copy of the articles of
incorporation for Harnden Enterprises Incorporated.

12. Borrower(s) to provide the lender with confirmation that the following
government remittances and source deductions are paid and current for
Harnden Enterprises Incorporated:

i. HST '
ii. Payroll Remittances

wwe herbuseresge. ogm
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iiil. Workers Compensation
iv. Federal and Provincial Income taxes.

Borrower to provide the lender with a copy of the articles of
incorporation for Southwinds Enterprises Limited.

Guarantor{s) to provide copies of valid driver’s licences for Ken Harnden
and Anita Harnden. ‘

Lenders solicitor to control disbursement of all loan proceeds advanced.
Confirmation the proposed development is compliant with municipal
zoning and by-laws. !

Confirmation that there are no outstanding work orders, notices of
violations or other requirements of a governmental authority affecting
the property.

Alf property taxes to be paid i m full prior to initial advance on the subject
lands contemplated herein as security

Receipt of a favorable opinion by the lenders solicitors regarding the
validity and enforceability of the loan security documentation and title
to assets as stipulated herein,

Any and all additional documéntation as may reasonably be requested
by the lender.

Subsequent advances:

1. Borrower to provide the lender with copies of the following
documentation in form and content satisfactory to the lender for its
review and approval
- Copy of “approved for construction” drawings for proposed
construction project approved by the municipality.
Full set of engineered drawings and functional servicing report
approved by the municipality.
Construction contract to complete building.
Copy of contracts for all FF&E & DC's for proposed building.
Fully executed copy of site plan agreement.
Municipally approved site plan drawings indicated in site plan
agreement as follows:

i

a.

Tm e a0

Site Plan Drawing-Rev 3 dated Sep 11, 2012

Site Servicing Plan-Rev 3 dated Sep 11, 2012

Grading Plan-Rev 3 dated Sep 11, 2012

Grading Sections-Rev 3 dated Sep 11, 2012

Details 1-Rev 3 dated Sep 11, 2012

Details 2-Rev 3 dated Sep 11, 2012

Sediment & Erosion Control-Rev 3 dated Sep 11, 2012
Landscaping Planting Plan & Tree Preservation Plan-Rev 5
dated Aug 10, 2012

Landscape Details-Rev 5 dated Aug 10, 2012

43



Harb

SO A F ANV ESTVERT CORLIRATINY

witw huarkpuarenge nom

% b . !
(::)!»jl]["£ E %‘; S ! 480 Huran Strest
E3TVE Lo s

Karbaurfdge Duntre

Suvite 308

Pellingwesd OU

LBY 4R3

1 708.442 8188
[ 785.643 8188

j.  Floor Plan Layout and General Notes-Rev 3 dated July 13,
2012 '
k. Elevations-Rev 3 dated July 18, 2012
All applicable permits and approvals required in site plan
agreement. ,
Detailed engineering estimates re: site servicing.
Construction contracts to complete site works.
All inspection and/or engineer certificates to date.
Traffic impact brief and parking analysis.
Archaeological reports.
Hydrogeological study.
Satisfactory geotechnical report by a qualified engineer.
Storm water management plan.
MOE certificate of approval for the water, sewer and storm water
services. ;
Borrower to provide the lender with a detailed hard and soft
construction cost estimate in form and content satisfactory to the
lender to complete construction of the proposed air supported indoor
multi-purpose sports facility to be known as “The Dome at Westbraok”,
not to exceed $5,002,687.00 {excluding HST, interest and property
taxes), supported with all fixed price construction contract{s) inclusive
of the General Contractor and all sub trades for the lenders review and
approval.
Borrower to provide the lender with confirmation of the borrower’s
equity contribution in the form of a detailed summary of soft and hard
construction costs paid to date in an amount no less than $1,350,000.00
(excluding HST) supported with copies of paid invoices and cancelled
cheques. o
Lender to preapprove the General Contractor prior to the execution of a
fixed price construction contract.
Borrower to provide the lender with evidence that the applicable
securities have been posted with the municipality.
Borrower to provide the Iendér with copies of agreements, contracts
and/or letters of intent in form and content satisfactory to the lender to
rent the dome facilities evidencing total rental revenue of no less than
$1,247,000.00 per year for the lenders review and approval.
Borrower to provide the lender with evidence of a takeout financing
commitment confirming approved financing in place for an amount no
less than $6,300,000.00 upon completion of proposed construction
project for the lenders review and approval.
Any and all additional documentation as may reasonably be requested
by the lender.
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Any cost overruns identified will be funded by the borrower/guarantor
prior to any Loan advances by the lender under this proposal,

Cost overruns are defined as;

The amount reported in excess of the total approved construction
budget. ‘

The borrower undertakes not to further mortgage or encumber the
assets proposed herein as security under this commitment, without
prior written approval from the lender, consent by the lender not to be
unreasonably withheld. 1

Any change order resulting in an increase in the construction budget
approved by the lender will require the lenders prior written approval.
Borrower to submit property tax bills for all subject properties to lender.
Borrower to provide the lender with a leasing/rental summary
supported with contracts on a monthly basis.

Any and all additional documentation as may reasonably be requested
by the lender. ‘

The security as outlined below is to be in the lender’s standard form, to be
satisfactory in form and substance and to be registered as required by the
lender and the solicitors of the lender:

1)

2)
3)

,4)

5)

{
A 1% position mortgage collateral to a promissory note in the amount of
$6,300,000.00 on the 3 parcels of land totaling 288 acres located at
1485 Westbrook Road, Kingsten, Ontario and 3651 & 3600 Genge Road,
Kingston, Ontario, legally described as: Part of Lots 4,5 & 6, Con 4,
Western Addition {aka Part 1, 13R13124 and Part 1, 13R703, City of
Kingston (formerly Kingston Twp.), County of Frontenac (PIN#36265-
0033, PIN#36265-0026 and PIN#36265-0030) supported with
resolution(s) and solicitors letter(s) of opinion.
Title Insurance. :
Written undertaking from the borrower agreeing not to further
mortgage/encumber the assets proposed as security under this
commitment, without prior written approval from the lender. Lender
approves of existing 2™ mortgage of no more than $1,000,000.00
postponing to our proposed 1* mortgage described herein.
Unlimited joint and several guarantee of advances from Ken Harnden
and Anita Harnden, ‘
General assignment of all leasing/rental contracts, leases, plans,
permits, agreements, and drawings, to be registered under PPSA in 1™
position.
Specific assignment of HST receivable and corporate naming rights to be
registered under PPSA in 1% position.
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7} General Security Agreement to be registered under PPSA in 1 position.

8) Assignment of builders all nsk insurance of no less than replacement
value on the buildings and structures to be constructed on 1485
Westbrook Road, Kingston, Ontario, legally described as Part of Lot 4,
Con 4, West Addition, Being Part 1 on Plan 13R-13124, City of Kingston
{formerly Twp of Kingston), County of Frontenac with Harbo urEdge
Mortgage Investment Corporation noted as 1% position loss payee.

9) Assignment of fire insurance on all buildings situated on the 3 parcels of

" land totaling 288 acres located at 1485 Westhbrook Road, Kingston,
Ontario and 3651 & 3600 Genge Road, Kingston, Ontario, legally
described as: Part of Lots 4,5 & 6, Con 4, Western Addition (aka Part 1,
13R13124 and Part 1, 13R703, City of Kingston (formerly Kingston Twp.},
County of Frontenac, with HarbourEdge Mortgage Investment
Corporation noted as 1% pos:txon loss payee for no less than
replacement value.

10} Lender to be named as an addmonal insured on the borrowers liability
insurance policy, with liability of no less than $5,000,000.00 in form and
content satisfactory to the lender evident.

11) Such other security as the lender may reasonably request.

The borrower hereby acknowledges that this commitment when
accepted and any security in furtherance thereof may be assigned by
the lender from time to time at its cost.

The solicitor acting for the lender and who are independent of the
borrower will be:

Firm: Baulke, Augaitis, Stahr
Contact: Tom Baulke
Address: 150 Hurontario St., P.O. Box 100

Collingwood, Ontario LOY 324
All legal costs associated wath this transaction will be borne by the
borrower,

i

On or before July 26, 2013 (interest shall accrue to the borrower from
the scheduled advance date).,

In addition to any other reasons for cancellation as set out in this
commitment letter, if for any reason whatsoever, the security has not
been registered by july 26, 2013, “the cancellation date”, the lender
may cancel its obligations unqer this commitment letter and any costs
associated will be borne by the borrower.

vurfdge Lenire
' “‘. . Siu[" Sﬂﬂ
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ACCEPTANCE & EXPIRY OF OFFER:

This commitment letter must be accepted by the borrower in the space
provided below and returning same to the lender, by no later than 5
p.m. on July 09, 2013. : :

If this commitment letter is not accepted as aforesaid this financing
commitment will be null and void.

The parties hereto agree that the sighatures and or initials on this
commitment letter or its acceptance, rejection or modification can be
transmitted by fax transmission and/or e-mail and that communication
by such means will be legal and binding on all parties hereto.

Yours truly,

™
Ser™ S

P
T EEERm— TN

Tim Dwyer
President ) |

You agree that you have read the commitment letter and you understand it.

i

, _ g
Accepted this the day of July, 2013. !

Harndeh Enterprises incorpora@ orrower) Southwinds Enterpris

e

| have the authority to bind, he'cajﬁb?iﬂnn I hany"authority to bind the Corpoiaw.
[y

Ken/Harnden - Guarantor ) Anita Harnden - GUafantor

!

A0 st
~

www. harbouredge som
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This is Exhibit “2” referred to in the A y vit of Larry Dunn sworn

;P

Commissibfier for Teking Affidavits (or as may be)

Loretta Ann MacNeil

Notary Public, County of Simcoe,

limited to the attestation of

instruments and the taking of

affidavits, for HarbourEdge Capital
Corporation and its associated companies
Expires June 11, 2016
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HarbourEdge Mortgage Investment Corporation
‘ HarbourEdge Centre

! 40 Huron Street, Suite 300
Collingwood, Ontario
L9Y 4R3

$6.300,000,00 ‘ )
- Date._)iﬁbj 29 20 2

On Demand for value received the undersigned jointly and severally promise(s) to pay to HARBOUREDGE
MORTGAGE INVESTMENT CORPORATION (the"Lender") or order at the above noted location, in
lawful money of Canada, the lesser of — S

6] The principal sum of Six Million Three Hundred Thousand (86,300,000.00)
CANADIAN DOLLARS (together with interest as determinable below)

And

(ii) The unpaid principal balance of alt advances (together with interest as determinable below)
made by the Lender to the undersigned as recorded by the Lender in its records.

The Lender shal! record in its records the amount of all advances made under, payments made in respect of,
and all other amounts becoming due to the Lender under this Note (collectively the "Entries"). The Lenders
records constitute in the absence of manifest error, conclusive evidence of the indebtedness of the
undersigned to the Lender pursuant to this Note. The Entries shall be indicated on the statement of account
or accounts (the "Statement of Account"). Unless within thirty (30) days of the date of the Statement of
Account (the "Statement Date™), the undersigned claims and establishes that an error has been made in the
Entries, the Undersigned shall be precluded after the Statement Date from objecting to the Entries listed on
the Statement of Account and after the Statement Date the Entries shall then be admissible in any
proceedings as full and conclusive evidence of the principal and accrued interest and shall be binding on
the undersigned to the same extent and effect as though all the Entriés had been made pursuant to written
instructions from the undersigned. i

At 1o time shall the outstanding principal balance of this Grid Note in conjunction here will exceed Six
Million Three Hundred Thousand ($6,300,000.00) Canadian Dollars.

The principal amount (including any overdue interest) outstanding hereunder shall bear interest calculated
and payable. Monthly from and including the date hereof until paid, before and after default or judgment, at
the Lender’s rate of 12.00%, Per Annum. ‘

i

s AP N _
Name/Tftle: Xenneth Harnd n, President Namé/Title: Kenneth Harnden, President
1 havesthe authority to bind the Srporation I havehe authiority to bind the corporatio

L:\tMacNeil D \Security

pl \Grid Note



Commissioner fo¥ Takitg Affidavits (oras may be)

Loretta Ann MacNeil

Notary Public, County of Simcoe,

limited to the attestation of -

instruments and the taking of

affidavits, for HarbourEdge Capital
Corporation and its associated companies
Expires June 11, 2016 ‘
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LRO# 13 Charge/Mortgage Registered as FC163715 on 2013 07 26

The applicant(s) hereby applies to the Land Registrar.

at 16:32
Page 1 of 7

51

I Properties

PIN 36128 -0128 LT Interest/Estate Fee Simple

Description  PT LT 5 CON 4 WESTERN ADDITION KINGSTON PT 2 13R19417; S/T FR782059;
KINGSTON ‘

Address KINGSTON :

PIN 36265~ 0026 LT Interest/Estate Fee Simple

Description PT LT 5-6 CON 4 WESTERN ADDITION KINGSTON AS IN FR603823 LYING S OF
GENGE RD EXCEPT FR134809 & RP 703; S/T FR108077, FR228153; KINGSTON

Address 3651 GENGE RD
KINGSTON
PIN 36265 ~ 0030 LT Interest/Estate Fee Simple
Description PT LT 4 CON 4 WESTERN ADDITION KINGSTON AS IN FR643223; KINGSTON
Address 3600 GENGE RD i
KINGSTON
PIN 36265 ~ 0033 LT Interest/Estate : Fee Simple

Description PTLT 4 CON 4 WESTERN ADDITION KINGSTON PT 1, 13R13124; KINGSTON;
SUBJECT TO AN EASEMENT IN GROSS OVER PT 2, 13R20411 IN FAVOUR OF HYRO
ONE NETWORKS INC. AS IN FC148565

Address 3651 GENGE ROAD .
KINGSTON !

I Chargor(s) !

The chargor(s) hereby charges the land to the chargee(s). The chargor(s}) acknowledges the receipt of the charge and the standard

charge terms, if any. |
i
Name HARNDEN ENTERPRISES INCORPORATED

Address for Service 3651 Genge Road
Kingston, Ontario
K7P 229

i

I, Kenneth Harnden, President, have the authority to bind the éorporation.
This document is not authorized under Power of Attorney by this party.

'
t

Name SOUTHWINDS ENTERPRISES LIMITED

Address for Service 3651 Genge Road
Kingston, Ontario
K7P 229

'

I, Kenneth Harnden, President, have the authority to bind the corporation.
This document is not authorized under Power of Attorney by this party.

I Chargee(s) ‘ Capacity

Share

Name HARBOUREDGE MORTGAGE INVESTMENT
CORPORATION !

Address for Service 40 Huron Street, Suite 300 !
Collingwood, Ontario !

LY 4R3
I Provisions —|
Principal $6,300,000.00 " Cumency  CDN
Calculation Period monthly .
Balance Due Date )
Interest Rate 12.0%

Payments

Interest Adjustment Date
Payment Date

First Payment Date



LRO# 13 Charge/Mortgage : Registered as FC163715 on 201307 26  at 16:32
The applicant(s} hereby applies to the Land Registrar. ‘ yyyymmdd Page 2 of 7

I Provisions

Last Payment Date

Standard Charge Terms 200033

Insurance Amount full insurable value

Guarantor Kenneth Harnden and Anjta Harnden

| Additional Provisions I

See Schedu]es

l Signed By ' ) o I
Joseph Bruce Hart 15@ Hurontario St., PO Box 100 acting for Chargor Signed 2013 07 26
Collingwood (s)
LeY 3Z4
Tel 7054454930
Fax 7054451871

I have the authority to sign and register the document on behaif of the Chargor(s).

'

I Submitted By ' l
BAULKE AUGAITIS STAHR LLP . 150 Hurontario St., PO Box 100 2013 07 26
Collingwood
LoY 324
Tel 7054454930 :
Fax 7054451871

l Fees/Taxes/Payment

Statufory Registration Fee $60.00
Total Paid $60.00 -



SCHEDULE TO CHARGE

COLIATERAL CHARGE

This Charge is given as collateral secuﬁty to the obligations and indebtedness of the
Chargor under a Promissory Note of even date in favour of the Chargee.

INTEREST RATE : .
The interest rate is TWELVE (12.0%) PERCENT per annum calculated and payable
monthly from the date of advance. :

INTERFST ADJUSTMENT DATE
The first day of the month coincident with or next following the date that the Charge is

advanced. Interest accrues from the date of disbursement of funds to the Chargee’s
solicitor. ‘

TERM - TWELVE (12) MONTHS from the date of advance.

REPAYMENT .

The Charge shall be repayable in monthly payments of interest only, due and payable on
the first (1*) day of the month coincident with or next following the date that the Charge
is advanced and on the first day of every-month thereafter until repayment in full of the
principal amount of all Charge advances have been fully repaid.

All payments to be made under this Charge shall be made before 1:00 p-m. including
additional payment of principal and also including full payment of principal, failing
which, interest shall be charged at the rate set out in this Charge until the next regular
banking day. .

PREPAYMENT ;

Partial payment of principal or payment in full is permitted without interest penalty
SUBJECT TO the payment of other applicable fees noted in Schedule “A”. This provision
takes precedence over any prepayment provision in the Chargee’s standard charge
documents. 1

AMENDMENT TO STANDARD CHARGE TERMS NO. 200033
The first sentence of paragraph 9 of the Standard Charge Terms No. 200033 is deemed

to be deleted and replaced by the follov‘ving wording:

“The Chargee on default of payment or default in performance of any other
covenant in this charge contained or implied by law or statute for at lease fifteen
(15) days may, on at least thirty-five (35) days’ notice in writing given to the
Chargor, enter on and lease the land or sell the land.”

AGREEMENT NOT TO ENCUMBER

The Chargor agrees not to further charge/encumber the lands subject to the Charge without the
prior written approval from the Chargee failing which this Charge, at the option of the Chargee,
shall become due and payable in full. :

NON-MERGER , _

The Chargor’s obligations contained in the morigage commitment letter dated July 5, 2013,
(the “Commitment”) to the extent that those obligations are not repeated in the Charge and
other security referred to in the Commitment, shall survive the execution and registration of
the Charge and other security documentation and all advances of funds under the Charge, and
the Chargor agrees that those obligations shall not be deemed to be merged in the execution
and registration of the Charge and any other security. Default pursuant to the Commitment
shall, at the option of the Chargee, constitute a default within this Charge.

INDEBTEDNESS k

Indebtedness means all moneys and liabilities matured or not, whether present or future,
direct or indirect, absolute or contingent, now or at any time hereafter owing or incurred,
wheresoever or howsoever incurred from or by the Chargor, as principal or surety, whether
alone or jointly with any other person to the Chargee or by which the Chargee may become a
creditor of the Chargor and all interest, damages and costs, and all premiums of insurance
upon the buildings, fixtures and improvements now or hereafter brought or erected upon the
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said property which may be paid by the Chargee and taxes.

CHARGE OF PROPERTY

The Chargor has, at the request of the Chargee, agreed to give this Charge as a continuing
collateral security for payment to the Chargee on demand of the indebtedness, provided that
such security be limited to the principal amount plus costs with interest thereon at the interest
rate. Interest at the interest rate is caleulated and payable monthly, not in advance, before and
after demand, default and judgment, with interest on overdue interest and on all other
amounts charged to the Chargor hereunder at the interest rate. The Chargor,

(@)  if the property is freehold property, hereby charges the property to the Chargee; or

(b)  if the property is a leasehold interest, hereby charges and sub-leases the property to the
Chargee for and during the unexpired residue of the term of the lease, except the last

day thereof, and all other estate, térm, right of renewal and other interest of the Chargor
in the lease; ‘

i

to secure the repayment of the indebtedness and the performance of all of the obligations of the
Chargor contained herein. The Chargor hereby releases to the Chargee all its claims upon the
property until the Chargor has repaid the indebtedness and performed all of the obligations of
the Chargor in the manner provided by this Charge.

ASSIGNMENT OF RENTS ,
The Chargor hereby agrees with the Chargee as follows:

(@  The Chargor hereby assigns and set over to the Chargee all rents payable from time to
time under all leases of the property or any part thereof, whether presently existing or
arising in the future, together with the benefit of all covenants, agreements and provisos
contained in the said leases, in fav?ur of the Chargee; :

1

(b)  Forthwith after making any lease of the Property or any part thereof the Chargor will
execute and deliver to the Chargee an assignment in registrable form in the Chargee’s
usual form of all rents payable under such lease, the benefit of all covenants,
agreements and provisos therein contained on the part of the tenant to be observed and
performed and by the reversion of such lease, and will also execute and deliver to the
Chargee all such notices and other documents as may be required in order to render
such assignment effectual in law;

(c)  Nothing herein contained shall make the Chargee responsible for the collection of rents
payable under any lease of the property or any part thereof or for the performance of
any covenants, terms or conditions contained in any such lease;

(d)  The Chargee shall not by virtue of These presents be deemed a Chargee in possession of
the property; ;

i
(e)  The Chargee shall be liable to account for only such rents as actually come into its hands
less reasonable collection charges in respect thereof and may apply such tents to the
repayment of the indebtedness; aqd

43 Notwithstanding anything herein éontained no lease of the property or any part thereof
made by the Chargor without the consent in writing of the Chargee shall have priority
over this Charge. §

RECEIVER :

Notwithstanding anything herein contained, it is declared and agreed that any time and from
time to time when there shall be default nnder the provisions of these presents, the Chargee
may, at such time and from time to time and with or without entry into possession of the
Charged Premises, or any part thereof, by instrument in writing appoint any person whether an
officer or officers or an employee or employees of the Chargee or not, to be a receiver (which

- term as used herein includes a receiver manager and also includes the plural as well as the
singular) of the Charged Premises, or any part thereof, and of the rents and profits thereof, and
with or without security, and may from time to time by similar writing remove any receiver and
appoint another in his stead, and that, in making any such appointment or removal, the
Chargee shall be deemed to be acting as the agent or attorney for the Chargor, but no su(:,h
appointment shall be revocable by the Chargor. Upon the appointment of any such receiver
from time to time the following provisions shall apply: .

.
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(@)

®)

(c)

@

(e}

®

(&)

)

Every such receiver shall have unlimited access to the Charged Premises as agent and
attorney for the Chargor (which right of access shall not be revocable by the Chargor)
and shall have full power and unlimited authority to:

@ collect the rents and profits from tenancies whether created before or after these
presents; ‘
J .
()  rentany portion of the Charged Premises which may become vacant on such
terms and conditions as he considers advisable and enter into and execute
leases, accept surrenders and terminate lease;

(i) complete the construction of any building or buildings or other erections or
improvements on the Charged Premises left by the Chargor in an unfinished
state or award the same to others to complete and purchase, repair and maintain
any personal property including, without limitation, appliances and equipment,
necessary or desirable to render the premises operable or rentable, and take
possession of and use or permit others to use all or any part of the Chargor’s
materials, supplies, plans, tools, equipment (including appliances) and property
of every kind and description;

(iv)  manage, operate, repair, alter or extend the Charged Premises or any part
thereof. .

The Chargor undertakes to ratify and confirm whatever any such receiver may do in the

Charged Premises. ;

The Chargee may at its discretiongvest the receiver with all or any of the rights and

powers of the Chargee. . ,

The Chargee may fix the reasonable remuneration of the receiver who shall be entitled

to deduct the same out of the revenue or the sale proceeds of the Charged Premises.

Every such receiver shall be deemed the agent or attorney of the Chargor and, in any
event, the agent of the Chargee and the Chargee shall not be responsible for his acts or
omissions. }

The appointment of any such receiver by the Chargee shall not result in or create any
liability or obligation on the part ¢f the Chargee to the receiver or to the Chargor or to
any other person and no appointment or removal of a receiver and no actions of a
receiver shall constitute the Chargee a Chargee in possession of the Charged Premises.

No such receiver shall be liable to the Chargor to account for monies other than monies
actually received by him in respect of the Charged Premises, or any part thereof, and out
of such monies so received every such receiver shall, in the following order, pay:

()  his remuneration aforesaid;

(ii)  all costs and expenses of every nature and kind incurred by him in connection
with the exercise of his powers and authority hereby conferred;

(i) interest, principal and other money which may, from time to time, be or become
charged upon the Charged Premises in priority to these presents, including
taxes;

(iv)  tothe Chargee all interest, principal and other monies due hereunder to be paid
in such order as the Chargge in its discretion shall determine;

(v)  and thereafter, every such ?receiver shall be accountable to the Chargor for any
surplus. o

Save as to claims for accounting under clause (f) of this paragraph, the Chargor hereby
releases and discharges any such receiver from every claim of every nature, whether
sounding in damages or not which may arise or be caused to the Chargor or any person
claiming through or under him by reason or as a result of anything done by such
receiver unless such claim be the direct and proximate result of dishonesty or fraud.

The Chargee may, at any time and from time to time, terminate any such receivership
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by notice in writing to the Chargor and to any such receiver.

The statutory declaration of an officer of the Chargee as to default under the provisions
of these presents and as to the due appointment of the receiver pursuant to the terms
hereof shall be sufficient proof thereof for the purposes of any person dealing with a
receiver who is ostensibly exercising powers herein provided for and such dealing shall
be deemed, as regards such personh, to be valid and effectual.

The rights and powers conferred herein in respect of the receiver are supplemental to
and not in substitution of any other rights and powers which the Chargee may have.
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SCHEDULE “A”

ABMINISTRATION/SERVICING and PROGRESS FER'S

IT IS EXPRESSLY AGREED AND-UNDERSTOOD by the Chargor that for any missed or late instailment
andfor processing each NSF cheque oi-other returned payments the Chargor shali pay to the
Chiargee the sum of Two Husdred and Fifty Doflats ($250.00) o th first oteation, Five Hurdred
Pollars ($soaoo) on thie 2™ decasion and Ot\eThousznd Doitars ($1,000.00) thereafter,

ir x,ssxmssnr AGREED AND YUNDERSTOOD by the Chatsoi‘ that for any Insurance cacellations,
premium payments or pthar son-compliance with the fnsurance nequirsments thie Chargorshall pay
to the Chirgee thie sums of Two Humpeﬂ Doliars {$200.00).

nnm#mmmoummwmwmmwmwmmwm
xmmwm@mmmradmmmmmmmmmw mmﬁdpa“‘)'b‘lthe
rges. .

HISB(PRESSL’IAGREEIJAW UNDERSTOOD by the Chargot that they shall pay t thi Chargee the
sumof One thousand Doltars ($1,000.00) for each default proceeding orttuon Instituted.

IT 5 EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that for attending to teke possession
(fgl’fowins default, the thure‘c*shaﬂpayto the Chargse the suni of Orie Thousand Dallars
1,000:00).

1T 15 EXPRESSLY AGREED AND UNDE&?IOOD By the Chargor &ntfaradnﬂn&edng malntenance and
semmyofeadnwwtv&t our possession, mectmmorshaﬁpaywmmamu\ewmofnve
Hundred Bollars ($500.00) per day,

IT IS EXPRESSLY AGREED AND UNDERSTOOD by the margorﬁmtﬁfe&d\site Inspection required by
the Chargee following default, theﬂharwfshalt pay to the Clidrged the sufii of Séven Hundred and
FWM&B&?SD.OU)

JT I8 EXPRESSLY AGREED AND UNDB!STOOO By the chargor that upon discharge, mortgage
assumption, mortgage pastponement, mortgage assignment of each property, the Chiargor shall pay
to the Chargee the sum of'ﬂmeeﬂum!red and Fifty Dellars ($350.00}. .

IT IS EXPRESSLY AGREED AND UNDERSTODG by the Chargor that they will pay torthe Chargea the
sum of Seven Hundred and Fifty 00“36 (575090) for each Interim draw request made to the

Chargor by the Chargee.

B - |
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Filed by

Dye & Durham Co. Inc.

Land Registration Reform Act OYE3 DURAN CO. I

SET OF STANDARD CHARGE TERMS -

(Electronic Filing)

Filing Date: November 3, 2000

}
Filing number: 200033

Exclusion of
Statutory
Covenants

Right to
Charge the
Land

No Act 1o
Encumber

Good Title in
Fes Simple

Promise (o
Pay and
Parform

Intorast After
Default

No Qbligation
to Advance

Costs Added
to Principal

Power of
Sals

The following Set of Standard Charge Terms shali be applicable o documents registered in electronic format under
Part Ill of the Land Registration Reform Act, R.S.O. 1890, c. L4 as amended (the " Land Registration Reform Act”)
and shall be deemed to be included in every electronically registered charge in which this Set of Standard Charge
Terms is referred to by its filing number, as provided in Section 9 of the Land Registration Reform Act, except lo the
extent that the provisions of this Set of Standard Charge Terms are modified by additions, amendments or deletions in
the schedule. Any charge in an electronic format of which this Set of Standard Charge Terms forms a part by reference
to the above-noted filing number in such charge shall hereinafter be referred to as the “Charge”.

1.

The implied covenants deemed to be included in a charge under subsection 7(1) of the Land Registration Reform
Act as amended or re-enacted are excluded from the Chartge.

. The Chargor now has good right, full power and lawful and &bsolute authorly to charge the land and to give the

Charge to the Chargee upon the covenants contained in the Charge.

- The Chargor has not done, committed, executed or wiliully or knowingly suffered any act, deed, matter or thing

whatsoever whereby or by means whereof the land, or any part or parcel thereof, is or shall or may be in any
way impeached, charged, affected or encumbered in title, estate or otherwise, except as the records of the land
registry office disclose.

i

. The Chargor, at the time of the delivery for registration of the Charge, is, and stands solely, rightfully and lawfully

selzed of a good, sure, perfect, absolute and indefeasible ebtate of Inheritance, in fee simple, of and in the land
and the premises described In the Charge and in every part and parcel thereof without any manner of trusts,
reservations, limitations, provisos, conditions or any other matler or thing to alter, charge, change, encumber or
defeat the same, except those contained in the original grant thereof from the Crown.

. The Chargor will pay or cause to be paid to the Chargee the full principal amount and interest secured by the

Charge in the manner of payment provided by the Charge, without any deduction or abatement, and shall do,
observe, perform, fulfilf and keep all the provisions, covenants, agreements and stipulations contained in the Charge
and shall pay as they fall due all taxes, rates, levies, charges, assessments, utility and heating charges, municipal,
iocal, parllamentary and otherwise which now are or may hereafter be imposed, charged or lévied upon the land
and when required shall produce for the Charges recsipts levidencing payment of the same.

. In case defauit shall be made in payment of any sum to became due for interest at the time provided for payment

in the Charge, compound interest shall be payable and the sum in arrears for interest from time 1o time, as well
after as before maturity, and both before and after default and judgement, shall bear interest at the rate provided
for in the Charge. In case the interest and compound interest are not paid within the interest calculation period
provided in the Charge from the time of default a rest shall be made, and compound intersst at the rate provided
for in the Charge shali be payable on the aggregate amount then due, as well after as before maturity, and so
on from time to time, and ail such interest and compound interest shall be a charge upon the land.

Neither the preparation, execution or. registration of the Chatge shall bind the Chargee to advance the principal
amount secured, nor shall the advance of a part of the pringipal amount secured bind the Chargee fo advance
any unadvanced portion thereof, but nevertheless the securlty in the land shall take effect forthwith upon delivery
for reglstration of the Charge by the Chargor. The expenses of the examination of the title and of the Charge
and valuation are to be secured by the Charge in the event of the whole or any balance of the principal amount
not being advanced, the same to be charged hereby upon the land, and shall be, without demand therefor,
payable forthwith with Interest at the rate provided for in the Chargs, and in default the Charges's power of sale
hereby given, and all other remedies hereunder, shall be exercisable.

. The Chargee may pay all premiums of insurance and all taxes, rates, levies, charges, assessments, utility and heating

b

charges which shall from time to time fall due and be unpaid in respect of the land, and that such payments, together
with all costs, charges, legai fees (as between solicitor and client) and expenses which may be incurred in taking,
recovering and keeping possession of the land and of negotiating the Charge, investigating title, and registering
the Charge and other necessary deeds, and generally in any other proceedings taken in connection with or to realize
upon the security given in the Charge (including legal fees and real estate commissions and other costs incurred
in leasing or selling the land or in exercising the power of en;:aring. lease and sale contained in the Charge) shall
be, with interest at the rate provided for in the Charge, a charge upon the land in favour of the Chargee pursuant
fo the terms of the Charge and the Chargee may pay or sati§fy any lien, charge or encumbrance now existing or
hereafter created or claimed upon the land, which payments with interest at the rate provided for in the Charge
shall likewise be a charge upon the land in favour of the Chgrgee. Provided, and it is hereby further agreed, that
all amounts paid by the Chargee as aforesaid shall be added to the principal amount secured by the Charge and
shall be payable forthwith with interest at the rate provided for in the Charge, and on default all sums secured by
the Charge shall immediately become due and payable at the option of the Chargee, and all powers in the Charge
conferred shall become exercisable. :

The Chargee on default of payment for at least fifteen (15) days may, on at least thirty-five (35) days' notice in writing
given to the Chargor, enter on and lease the land or sell the Jand. Such notice shall be given to such persons and
in such manner and form and within such time as provided n the Mortgages Act. In the event that the giving of
such notice shall rot be required by law or to the extent that stch requirements shall not be applicable, it is agreed
that notice may be effectually given by leaving it with a grown-up person on the land, if occupied, or by placing
it on the land if unoccupied, or at the option of the Charges, by mailing it In a registered letter addressed to the
Chargor at his last known address, or by publishing it once in a newspaper published in the county or district in
which the land is situate; and such notice shall be sufficient although not addressed to any person or persons
by name or designation; and notwithstanding that any person to be affected thereby may be unknown, unascertained
or under disability. Provided further, that in case default be made in the payment of the principal amount or interest
or any part thereof and such default continues for two months after any payment of either falls due then the Chargee
may exercise the foregoing powers of entering, leasing or sefling of any of them without any notice, it being understood
and agreed, however, that if the giving of notice by the Charges shall be required by law then notice shall be given

ta such persons and in such manner and form and within such time as so required by Jaw. It is hereby further -

agreed that the whole or any part or parts of the land may be sold by public auction or private contract, or partly
1 ’ :
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one or partly the other; and that the proceeds of any sale hereunder may be applied first in payment of any costs,
charges and expenses incurved in taking, recovering or keeping possessien of the land or by reason of non-payment
or procuring payment of monies, secured by the Charge or otherwise, and secondly in payment of ail amounts
of principal and interest owing under the Charge; and if any surplus shall remain afer fully satisfying the claims
of the Chargee as aforesaid same shall be paid as required by law. The Chargee may sell any of the land on such
lerms as to credit and otherwise as shall appear to him most adyantageous and for such prices as can reasonably
be obtained therefor and may make any stipulations as to title or evidence or commencement of title or otherwise
which he shall deem proper, and may buy in or rescind orvary any contract for the sale of the whole or any part
of the land and resell without being answerable for loss occasioned thereby, and in the case of a sale on credit
the Chargee shall be bound to pay the Chargor only such monies as have been actually received from purchasers
after the satisfaction of the claims of the Chargee and for any of said purposes may make and execute all agresments
and assurances as he shall think fit. Any purchaser or lessee shall not be bound to see fo the propriety or regulari-
ty of any sale or lsase or be affected by express notice that any sale or lease is improper and no want of notice
or publication when required hereby shall invalidate any sale or lease hereunder.

Upon default in payment of principal and Interest under the Cha}ge or in performance of any of the terms or condi-
tions hereof, the Chargee may enter into and take possession of the land hereby charged and where the Chargee
so enters on and takes possession or efiters on and takes possession of the land on default as described in paragraph
9 herein the Chargee shall enter into, have, hold, use, occupy, possess and enjoy the land without the let, suit,
hindrance, Interruption or denial of the Chargor or any other §>erson or persons whomsoever,

If the Chargor shall make default in payment of any part of the interest payable under the Charge at any of the
dates or times fixed for the payment thereof, it shail be lawful for the Chargee to distrain therefor upon the land
or any part thereof, and by distress warrant, to recover by way of rent reserved, as in the case of a demise of
the fand, so much of such interest as shall, from time to time, be or remain in arrears and unpaid, together with
all costs, charges and expenses attending such levy or distress, as in like cases of distress for rent. Provided
that the Chargee may distrain for arrears of principal in the same manner as if the same were arrsars of interest.

From and affer default In the payment of the principal amount secured by the Charge or the interest thereon or
any part of such principal or interest or in the doing, observing, performing, fulfilling or keeping of some one
or more of the covenants set forth In the Charge then and in, every such case the Chargor and all and every
other person whosoever having, or lawfully clalming, or who shall have or lawfully claim any estate, right, title,
interest or trust of, In, to or out of the land shall, from time to time, and at all times thereatfter, at the proper costs
and charges of the Chargor make, do, suffer, execute, deliver, authorize and register, or cause or procure to be
made, done, suffered, executed, delivered, authorized and registered, all and every such further and other
reasonable act or acts, deed or deeds, devises, conveyances and assurances in the law for the further, better
and more perfectly and absolutely conveying and assuring the land unto the Chargee as by the Chargee or his
solicitor shall or may be lawfully and reasonably devised, advised or required,

In default of the payment of the interest secured by the Charge the principal amount secured by the Charge shall,
at the option of the Chargee, immediately become payable, and upon default of payment of instalments of prin-
cipal promptly as the same mature, the balance of the principal and interest secured by the Charge shall, at the
option of the Chargee, immediately become due and payable, The Chargee may in writing at any time or times
after default waive such default and any such walver shall apply only to the particular defauit waived and shall
not operate as a waiver of any other or future default.

If the Chargor sells, transfers, disposes of, leases or otherwise deals with the land, the principal amount secured
by the Gharge shall, at the option of the Chargee, immediately become due and payable.

The Chargee may at his discretion at all times release any part or parts of the land or any other securily or any
surety for the money secured under the Charge either with or without any sufficient consideration thersfor, without
responsibility thersfor, and without thereby releasing any other par of the land or any person from the Charge
or from any of the covenants contained in the Charge and without being accountable to the Chargor for the value
thereaf, or for any monies except those actually received by the Chargee, It is agreed that every part or lot into
which the land is or may hereafter be divided does and shall stand charged with the whole money secured under
the Charge and no person shall have the right to require the mortgage monies to be apportioned.

The Chargor will immediately insure, unless already insured, and during the continuance of the Charge keep insured
against loss or damage by fire, in such proportions upon each building as may be required by the Chargee, the
buildings on the land to the amount of not less than their full insurabie value on a replacement cost basis in doflars
of lawful money of Canada. Such insurance shall be placed with a company approved by the Chargee. Buildings
shall inciude all buildings whether now or hereafter erected on the land, and such insurance shall include not
only insurance against loss or damage by fire but also insurance against foss or damage by explosion, tempest,
tornado, cyclone, lightning and all other extended perils customarily provided in insurance policies including *‘all
risks™" Insurance. The covenant to Insure shall also include where appropriate or if required by the Chargee, boiler,
plate glass, rental and public liability insurance in amounts and on terms satisfactory to the Chargee. Evidence
of continuation of all such insurance having been effected shall be produced to the Chargee at least fifteen (15)
days before the explration thereof; otherwise the Chargee may provide therefor and charge the premium paid and
Interest thereon at the rate provided for in the Charge to the ghargor and the same shall be payable forthwith
and shall also be a charge upon the land. It is further agreed that the Chargee may at any fime require any in-
surance of the bulldings to be cancelled and new insurance effected in a company fo be named by the Chargee
and also of his own accord may effect or maintain any insurance hereln provided for, and any amount paid by
the Chargee therefor shall be payable forthwith by the Chargorwith interest at the rate provided for in the Charge
and shall aiso be a charge upon the land. Policies of insurance herein required shall provide that loss, if any,
shall be payable to the Chargee as his interest may appear, subjet to the standard form of morigage clause approved
by the Insurance Bureau of Canada which shall be attached to the policy of insurance.
!

The Chargor will keep the land and the bulldings, erections and improvements thereon, in good condition and
repair according to the nature and description thereof respectively, and the Chargee may, whenever he desms
necessary, by his agent enter upon and inspect the land and make such repairs as he deems necessary, and
the reasonable cost of such inspection and repairs with interest at the rate provided for in the Charge shall be
added to the principal amount and be payabie forthwith and be a charge upon the land prior to all claims thereon
subsequent to the Charge. If the Chargor shall neglect to keep the buildings, erections and improvements in good
condition and repair, or commits or permits any act of waste on the land (as to which the Chargee shall be sole
judge) or makes default as to any of the covenants, provisos, agreements or conditions tontained in the Charge
or in any charge to which this Charge is subject, all monies secured by the Charge shall, at the option of the Chargee,
forthwith become due and payable, and in default of payment of same with interest as in the case of payment
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before maturity the powers of entering upon and leasing dr selling hereby given and all other remedies herein
contained may be exercised forthwith. )

if any of the principal amount to be advanced under the Charge is to be used to finance an improvement on the
land, the Chargor must so inform the Chargee in writing immediately and before any advances are made under
the Charge. The Chargor must also provide the Chargee immediately with copies of all contracts and subcontracts
relating to the improvement and any amendments (o them, The Chargor agrees that any improvement shall be
made only according to contracts, plans and specifications approved in writing by the Chargee. The Chargor shali
complete all such improvements as quickly as possible and provide the Chargee with proof of payment of all contracts
from time to time as the Chargee requires. The Chargee shall make advances (part payments of the principat
amount) to the Chargor based on the progress of the improvement, until either completion and occupation or sale
of the land. The Chargee shall determine whether or not any advances will be made and when they will be made.
Whatever the purpose of the Charge may be, the Chargee may at its option hold back funds from advances until
the Chargee is satisfied that the Chargor has complied with the holdback provisions of the Construction Lien Act
as amended or re-enacted. The Chargor authorizes the Chargee to provide information about the Charge to any
person clalming a construction fien on the land. }

No extension of time given by the Chargee to the Chargor or anyone clalming under him, or any other dealing
by the Chargee with the owner of the land or of any part thereof, shall in any way affect or prejudice the rights
of the Chargee against the Chargor or any other person liable for the payment of the money secured by the
Charge, and the Charge may be renewed by an agreement in writing at maturity for any term with or without
an increased rate of interest notwithstanding that there may be subsequent encumbrances. It shall not be
necessary to deliver for registration any such agreement jn order 1o retain priority for the Charge so altered
over any instrument delivered for registration subsequent.to the Charge. Provided that nothing contained in
this paragraph shall confer any right of renewal upon the Qhargor.

The taking of a judgment or judgments on any of the cavenants herein shall not operate as a merger of the covenants
or affect the Chargee’s right to interest at the rate and times provided for in the Charge; and further that any judgment
shall provide that interest thereon shall be computed at the same rate and in the same manner as provided in
the Charge until the judgment shall have been fully paid and satisfied.

Immediately after any change or happening affecting any of the following, namely: (a) the spousal status of the
Chargor, (b) the qualification of the land as a family residence within the meaning of Part Il of the Family Law
Act, and (c) the legal titie or bensficiai ownership of the land, the Chargor will advise the Chargee accordingly
and furnish the Chargee with full particulars thereof, the intention being that the Chargee shall be kept fuily in-
formed of the names and addresses of the owner or owners for the time being of the land and of any spouse who
is not an owner but who has a right of possession in the land by virtue of Section 19 of the Family Law Act. In
furtherance of such intention, the Chargor covenants and agrees to furnish the Chargee with such evidence in
connection with any of (a), (b) and (¢} above as the Chardee may from time to time request.

If the Charge is of land within a condominium registered putsuant to the Condominium Act (the ““Act”) the follow-
ing provisions shall apply. The Chargor will comply with the Act, and with the declaration, by-laws and rules of
the condominium corporation (the “corporation”) refating to the Chargor's unit (the “'unit") and provide the Chargee
with proof of compliance from time to time as the Chargee may request, The Chargor will pay the common ex-
penses for the unit to the corporation on the due dates. If the Chargee decides to collect the Chargor's contribu-
tion lowards the common expenses from the Chargor, the Chargor will pay the same to the Chargee upon being
s0 noftitied. The Chargee is authorized to accept a statement which appears to be issued by the corporation as
conclusive evidence for the purpose of establishing the amounts of the common expenses and the dates those
amounts are due. The Chargor, upon notice from the Chargee, will forward to the Chargee any notices, assessments,
by-laws, rules and financial statements of the corporation that the Chargor receives or is entitled to receive from
the corporation, The Chargor wifl maintain ali improvements made to the unit and repair them after damage. In
addition to the insurance which the corporation must obtain, the Chargor shall insure the unit against destruction
or damage by fire and other perils usually covered in fire insurance policies and against such other perils as the
Chargee requires for its full replacement cost (the maximum amount for which it can be insured). The insurance
company and the terms of the policy shall be reasonably satisfactory to the Chargee. This provision supersedes
the provisions of paragraph 16 herein. The Chargor irrevocably authorizes the Chargee to exercise the Chargor's
rights under the Act to vote, consent and dissent. |

The Chargee shall have a reasonabie time after payment in full of the amounts secured by the Charge to deliver
for registration a discharge or if so requested and if required by law to do so, an assignment of the Charge
and all legal and other expenses for preparation, execution and registration, as applicable to such dis-
charge or assignment shall be paid by the Chargor.

Each parly named in the Charge as a Guarantor hereby aérees with the Chargee as follows:

(a) In consideration of the Chargee advancing all or part of the Principal Amount to the Chargor, and in con-
sideration of the sum of TWO DOLLARS ($2.00) of lawful money of Canada now paid by the Chargee ta the
Guarantor (the receipt and sufficiency whereof are hereby acknowledged), the Guarantor does hereby absolutely
and unconditionally guarantes to the Chargee, and its spccessors, the due and punctual payment of all prin-
cipal moneys, interest and other moneys owing on the securily of the Charge and observance and performance
of the covenants, agreements, terms and conditions herein contained by the Chargor, and the Guarantor,
for himself and his successors, covenants with the Chargee that, if the Chargor shall at any time make default
in the due and punctual payment of any moneys payable hereunder, the Guarantor will pay all such moneys
to the Chargee without any demand being required to be made. .

(b) Although as between the Guarantor and the Chargor, the Guarantor is only surety for the payment by the
Chargor of the moneys hereby guaranteed, as between the Guarantor and the Chargee, the Guarantor shall
be considered as primarily liable therefor and it is hereby further expressly declared that no release or releases
of any portion or portions of the land; no indulgence shown by the Chargee in respect of any default by the
Chargor or any successor thereof which may arise under the Charge; no extension or extensions granted
by the Chargee to the Chargor or any successor thereof for payment of the moneys hereby secured or for
the doing, observing or performing of any covenant, agreement, term or condition herein contained to be
done, observed or performed by the Chargor or any successor thereof; no variation in or departure from the
provisions of the Charge; no release of the Chargor oriany other thing whatsoever whereby the Guarantor
as surety only would or might have been relgased shall in any way modify, alter, vary or in any way prejudice
the Chargee or affect the liability of the Guarantor in any way under this covenant, which shall continue and
be binding on the Guarantor, and as well after as before maturity of the Charge and both before and after
default and judgment, until the said moneys are fully paid and satisfied.

(c) Any payment by the Guarantor of any moneys under this guarantee shail not in any event be taken 1o affect
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the liability of the Chargor for payment thereof but such llability shall remain unimpaired and enforceable
by the Guarantor against the Chargor and the Guarantor shall, to the extent of any such payments made
by him, in addition to all other remedies, be subrogated as against the Chargor to all the rights, privileges
and powers to which the Chargee was entitled prior to payment by the Guarantor; provided, nevertheless,
that the Guarantor shall not be entitled in any event to rank for payment against the lands in competition
with the Chargee and shall not, unless and until the whole of the principal, interest and other moneys owing
on the security of the Charge shall have been paid, be entitled to any rights or remedies whatsoever in subroga-
tion to the Chargee. -

~

All covenants, liabilitles and obligations entered into or imposed hereunder upon the Guarantor shall be equally
binding upon his successgors. Where more than one party is named as a Guarantor all such covenants, fiabilities
and obligations shall be joint and several.

) The Chargee may vary any agresment or arrangement with or release the Guarantor, or any one or more
of the Guarantors if more than one party is named as Guarantor, and grant extensions of time or otherwise
deal with the Guarantor and his successors without any consent on the part of the Chargor or any other
Guarantor or any successor thereof.

Severabillty 25, It Is agreed that in the event that at any time any provigion of the Charge Is lllegal or invalid under or

inconslstent with provisions of any applicable statute, regulation thereunder or other applicable law or would
by reason of the provislons of any such statute, regulation or other applicable aw render the Chargee unabie
to collect the amount of any loss sustalned by It as a result of making the loan secured by the Charge which
it would otherwlse be able to collect under such statute, regulation or other applicable law then, such
provision shall not apply and shal| be construed so ag not to apply to the extent that It Is so illegal,
tnvalld or Inconsistent or would so render the Chargee unable to collect the amount of any such loss.

Interpratation 26. In construing these covenants the words “Charge””, “Chargee”, “Chargor”, "land” and “successor” shall have

Paragraph
headings

Data of
Charge

Effact of
Dalivery of
Charge

the meanings assigned to them in Section 1 of the Land Registration Reform Act and the words “Chargor” and
**Chargee™ and the personal pronouns “he” and “his" rélating thereto and used therewith, shall be read and
construed as “Chargor” or “‘Chargors", “Charges” or "Chargees”, and ""he", “she”, “they” or “it"", “his"”, “her",
“their” or “its", respectively, as the number and gender of the parties referred to in each case require, and the
number of the verb agreeing therewith shall be construed as agreeing with the said word or pronoun so substituted.
And that alf rights, advantages, privileges, immunities, powers and things hereby secured to the Chargor or Chargors,
Chargee or Chargees, shall be equally secured to and exercisable by his, her, their or its heirs, executors,
administrators and assigns, or successors and assigns, as the case may be. The word “successor” shall also
include successors and asslgns of corperations including amalgamated and continuing corporations. And that all
covenants, llabilities and obligations entered into or imposed hersunder upon the Chargor or Chargors, Chargee
or Chargees, shall be equally binding upon his, her, their or its heirs, executors, administrators and assigns, or
successors and assigns, as the case may be, and that all such covenants and liabilities and obligations shall be
joint and several. .

!

27. The paragraph headings in these standard charge terms are Inserted for convenlence of reference only

B

and are deemed not to form part of the Charge and are not to be considered in the construction or interpre-
tation of the Charge or any part thereof,

'

|

28. The Charge, unless otherwise specifically provided, shall be deemed to be dated as of the date of delivery
for reglstration of the Charge. o

The delivery of the Charge for registration by direct electronic transfer shall have the same effect for all
purposes as If such Charge were In written form, signed by the partles thereto and delivered to the
Chargee. Each of the Chargor and, if applicable, the spouse of the Chargor and other party to the Charge
agrees not to raise in any proceeding by the Chargee to enforce the Charge any want or lack of authority
on the part of the person delivering the Charge for registration to do so,

1
{

DATED this day of L,
(year)
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This is Exhibit “4” referred to in the Affidavi
o February....‘.‘?...., 2015 /

Larry Dunn sworn

Commissioner for Taking Affidavits (or as may be)

1

Loretta Ann MacNeil

Notary Public, County of Simgoe,

limited to the attestation of

instruments and the taking of |

affidavits, for HarbourEdge Capital
Corporation and its associated companies
Expires June 11, 2016
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MORTEAGE RAESTMENT CORPOIRTION

November 1, 2013

Paramount Equity Solutions
37 Thicketwood Blvd.,

Stouffville, ON
LAA 4K6

Atin: Rosa Shirani

i 48 Huros Straat,
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RE; Increase 1% mortgage loan to $7,750,000.00 to fund cost oyerruns and closing costs on the
construction of the air-supported indoor multi-purpose quWtS facility to be known as “The
Dome at Westbrook”.

, |
We are pleased to advise that HarbourEdge Mortgage investment Corporation {hereinafter referred to
as the “lender”} has approved the following Revised “mortgage loqn” or “credit facility” (hereinafter
referred to as the “loan”) subject to the terms and conditions as set out below {collectively the

“commitment letter”).

Please note this financing commitment replaces all previous offers to finance provided by

Harbourkdge.

BORROWER:

GUARANTOR(S}):

LENDER:
AMOUNT:
TYPE:
TERM:
RATE:

COMMITMENT FEE:

www barbauradge.com

i

Harnden Enterprises Incorporated

‘Southwinds Enterprises Limited

Ken Harnden ,
Anita Harnden '

Harbourtdge Mortgage Investment Corporation
$7,750,000.00
Construction loan {open).
July 31, 2014

12.00% per annum.

' : J
A non refundable commitment fee of ($268,000.00) payable to HarbourEdge
Capital Corporation, due as foliows:

i} $200,000.00 due from the'increased lending facility
contemplated herein, plus payment of the outstanding initial
lenders fee of $63,000.00, due upon execytion of this loan
agreement by the borrower and lender,

Harhuurfdge Deatre
Suits 308
i Eallingwand, OH
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MO AGE INVESTATRIS CORPARAT 0 i
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i

SCHEDULE “A” |
ADMINISTRATION/SERVICING and PROGRESS FEE’S

IT 1S EXPRESSLY AGREED AND UNDERSTGOD by the Chargor that for any missed or late installment

and for processing each NSF cheque or other returned payments the Chargor shall pay to the
Chargee the sum of Two Hundred and Fifty Dollars {$250.00) on the first occasion, Five Hundred
Dollars {$500.00) on the 2™ oceasion and One Thousand Dollarg {51,000.00) thereafter.

i

IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor thét for any insurance canceilations,

premium payments or other non-compliance with the insuranqé requirements, the Chargor shall pay

to the Chargee the sum of Two Hundred Dollars {$200.00).

T IS EXPRESSLY AGRFED AND UNDERSTOOD by the Chargor that they will pay to the Chargee the
stim of Fifty Dollars {$50.00) for administering each property tax made to the municipality by the
Chargee. ‘

IT 1S EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that they shall pay to the Chargee the
sum of One thousand Dollars {$1,000.00) for each default procegding or action instituted,

IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that for attending to take possession
following default, the Chargor shall pay to the Chargee the sum of One Thousand Dollars
{$1,000.00). |

IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that for administering maintenance and

security of each property in our possession, the Chargor shall pay to the Chargee the sum of One
Thousand Dollars ($1,000.00) per day. :
|

IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that for each site inspection required by
the Chargee following default, the Chargor shall pay to the Chargee the sum of Seven Hundred and

Fifty Dollars {$750.00). x
1
IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that upon discharge, mortgage

assumption, mortgage postponement, mortgage assignment of each property, the Chargor shall pay

to the Chargee the sum of Fifty Thousand Dollars {$50,000.00).

IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that ?;hey will pay to the Chargee the

sum of One Thousand Dollars {$1,000.00) for each interim draw request made to the Chargor by the

Ee
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ADVANCE DATE: On or before November 8, 2013 (interest shall accrue to the borrower from the
scheduled advance date). :

CANCELLATION: In addition to any other reasons for canceqation as set out in this commitment
letter, if for any reason whatsoever, the security amendments have not been
registered by November 8, 2013, “the cancellation date”, the lender may cancel
its obligations under this commitment lettér and any costs associated will be
borne by the borrower. ‘

i

ACCEPTANCE & EXPIRY ‘

OF OFFER; This commitment letter must be accepted by the borrower in the space
provided below and returning same to the lender, by no later than 5 p.m. on
November 4, 2013. ;

'
i

If this commitment letter is niot accepted as aforesaid this financing
commitment will be null and void. 1

The parties hereto agree that the signatures and or initials on this commitment
tetter or its acceptance, rejection or modification can be transmitted by fax

transmission and/or e-mail and that communication by such means will be legal
and binding on all parties hereto.

Yours truly, !
S
LS it
7 |

Tim Dwyer
President

'

You agree that you have read the commitment letter and you undefstand it.

; [mdayuaf November, 2013. )

orporated (Borgbwer) Southwinds Enterprises Ymited (Borrower)
~ /
= i /

E ety 1 L

t have thé authority to bind the Corpyora on. /

Accepted this the

Harnden Enterprises

A

| have tife authorlty to bind fhe CQLQ_QL@‘L

/
- I Q}w—\\ y L / ‘5",&4 2 Rl
Ken Harnden -~ Guarantor > ' Anita Harnden - Guarantor

www hachpuredge. com

LBY 383 .
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1} Written undertaking from the borrower agreeing not to further
mortgage/encumber the assets proposed as security under this
commitment, without prior written approvak from the lender. Lender
approves of existing 2" mortgage of no more than $1,000,000.00
postponing to our proposed 1% mortgage described herein.

2)  Unlimited joint and several guarantee of advances from Ken Harnden and
Anita Harnden,

3) General assignment of all ieasmg/renta! contracts, leases, plans, permits,
agreements, and drawings, to be registered under PPSA in 1% position.

4} Specific assignment of HST receivable and corporate naming rights to be
registered under PPSA in 1% position. | ‘

5) General Security Agreement to be registered under PPSA in 1% position.

6} Assignment of builders all risk insurance of no less than replacement value
on the buildings and structures to be constructed on 1485 Westbrook Road,
Kingston, Ontario, legally described as Part of Lot 4, Con 4, West Addition,
Being Part 1 on Plan 13R-13124, City of Kingston {formerly Twp of Kingston),
County of Frontenac with HarbourEdge Mortgage Investment Corporation
noted as 1* position loss payee. \

7} Assignment of fire insurance on all buildings situated on the 3 parcels of
land totaling 288 acres located at 1485 Waestbrook Road, Kingston, Ontario
and 3651 & 3600 Genge Road, Kingston, Ontario, legally described as: Part
of Lots 4,5 & 6, Con 4, Western Addxt:qn {aka Part 1, 13R13124 and Part 1,
13R703, City of Kingston (formerly Kingston Twp.}, County of Frontenac,
with HarbourEdge Mortgage tnvestment Corporation noted as 1% position
loss payee for no less than replacement value.

8} Lender named as an additional insured on the borrowers liability insurance
policy, with liability of no less than $5,800,000.00 in form and content
satisfactory o the lender evident.

ASSIGNMENT: The borrower hereby acknowledges that tfhis commitment when accepted and
any security in furtherance thereof may bq assigned by the lender from time to
time at its cost.

SOLICITOR: The solicitor acting for the lender and who are independent of the borrower will
be: :
Firm: Baulke, Augaitis, S’gahr
Contact: Tom Bautke
Address: 150 Hurontario St., P.O. Box 100
Collingwood, Ontario
19y 324

All legal costs associated with this transaction will be borne by the horrower.

www harbouredge. com
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lease agreements/contracts of no less than $1,200,000.00 in £rOSs
annual lease income prior to the next draw request and, $1,550,000.00
in gross annual lease income prior to the final draw request.
3. Any and all additional documentation as may reasonably be requested
by the lender,

CONDITIONS
ONGOING:

1. Any cost overruns identified will be :funded by the borrower/guarantor
prior to any Loan advances by the lender under this proposal.
Cost overruns are defined as:

The amount reported in excess of the total approved construction
budget of $5,474,363.47 (HST Included).

2. The borrower undertakes not to fur;her mortgage or encumber the
assets proposed herein as security under this commitment, without
prior written approval from the lender, consent by the lender not to be
unreasonably withheld. :

3. All change order resulting in an incréase in the construction budget
approved by the lender will require the lenders prior written approval.

4. Borrower to submit property tax bills for all subject properties to lender.

“ 5. Borrower to provide the lender with'a leasing/rental summary
supported with contracts on a monthly basis,
6. Any and all additional documentation as may reasonably be requested
by the lender, ‘
|

SECURITY: The security as outlined below is to be in the lender’s standard form, to be-

satisfactory in form and substance and to be registered as required by the

lender and the solicitors of the lender: ‘

Ta be obtained:

!

1) A 1% position mortgage collateral to d promissory note in the amount of
$7,750,000.00 on the 3 parcels of land totaling 288 acres located at
1485 Westbrook Road, Kingston, Ontario and 3651 & 3600 Genge Road,
Kingston, Ontario, legally described as: Part of Lots 4,5 8 6, Con 4,
Western Addition {aka Part 1, 13R13124 and Part 1, 13R703, City of
Kingston (formerly Kingston Twp.), County of Frontenac (PIN#36265-
0033, PIN#36265-0025 and PIN#36265-0030) supported with
resolution(s) and solicitors letter(s) of opinion.

2} Title Insurance to be amended. !
3} Such other security as the lender may reasonably request,

On file:

wew harbosradyz.com
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FAURTE AT SRVESTMENT CORPORATION

CONDITIONS PRECEDENT ;
Release of the next construction draw now due of no more than 51,750,000.00

TO FUNDING:

www harhouredge.oem

o785
: Fo7os.
{

At all times borrower will have sufficient equity in the bm}ect such that
the lender’s remaining loan proceeds are:sufficient to complete the cost
to complete as certified by the borrowers architect.
Provision for required statutory holdbacks (10%) on each advance.
Lender reserves the right to control disbursement of all loan proceeds
directly to all sub trades and materlfat suppliers,
Lender to control disbursement of éach advance through its solicitors,
costs 1o be borne by the borrower. . )
Each draw request/disbursement is to be supported by the following:
¢ Invoices from the respective supplier, sub trades and
consuitants.
s Executed statutory declarations signed by the respective sub
trades and consultants,
s Engineer inspection cemiﬁcPtes as applicable,
= \WSIB certificates to be provided by applicable sub trades.

1

will be conditional upon receipt of the foﬂé;wing:

i

|

Execution of the commitment lettef by the borrower and lender as
contemplated herein. ,

2" yosition mortgagee to execute & postponement and continuing
subordination agreement in favour.of the increased funding
contemplated herein. !

Site inspection to be conducted by the lender in its sole discretion to
confirm the current level of complétion and the installation of utilities
{Natural Gas and Hydro), site imprdvements.

Borrower to provide the lender with copies of ease
agreements/contracts of no less than $830,856.00 in gross lease
income.

Any and all additional documentation as may reasonably be requested
by the lender. ;

Each subsequent construction draw as contemplated under the increased
mortgage loan amount as set out hereaffn wiil be conditional upon receipt
of the following: \

L

Receipt of a favorable opinion by the lenders solicitors regarding the
validity and enforceability of the loan security documentation and title
to assets as stipulated herein.

Borrower ta provide the lender for its review and approval copies of

1

p

4
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BORTGATE INVESTMENT CORRORATION

PROPERTY TAX:

PREPAYMENT:

LOAN ADVANCE:

wow harbedredpe.com
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failing which interest shall be charged at the rate set out in the promissory note
or the charge until the next regular banking day.

|
A 6 month property tax reserve of $15,000100 for the 3 parcels of land totaling
288 acres located at 1485 Westbrook Road and 3651 & 3600 Genge Road,
Kingston, Ontario has been ailocated in the approved construction budget with
regular monthily tax payments (equivalent of 1/12 of previous year’s property
taxes} to be drawn on the loan proposed herein to fund the monthly tax
obligations. ‘

Should the principal monies be repaid in full prior to exhaustion of the property
tax reserve proposed herein, the chargee agrees to rebate to the chargor the
applicable unearned portion of the prepaid property tax then outstanding,

Upon exhaustion of the property tax reserve proposed herein, the borrower
undertakes to make monthly tax payments {equivalent of 1/12 of previous
year’s property taxes) until the principal amount of all loan advances and any
accrued interest have been repaid in full,

!
Permitted without penalty, subject to appfic;abfe fees noted in Schedule A
attached. : '

Outstanding loan position based on approved

construction advances to date | $4,081,455.84
Available for future construction advances ' %$3,668.544.16
Total ' $7,750,000.00

Al advances will be made on a cost to complete basis, in accordance with the
preconditions stated herein and the following terms and conditions:

¢ Any cost overruns identified will be fpnded by the barrower prior to any
loan advances by the lender under this proposal. Cost overruns are
defined as the amount reported in excess of the total approved
construction budget. ;

&  All change orders and extras will require prior written approval of the
lender, f

* Receipt of all applicable inspection reports from the municipal building
department.

e Site inspections to be done by the lenders representatives, the cost of
which is included in the site inspection fee to be paid by the borrower,

¢ Construction draws subject to title séarches by the lenders soficitor to
ensure absence of mechanics liens/executions {cost to be borne by the
borrower). 5
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first day of the month until the principal amount of all foan advances and any
accrued interest have been repaid in full,

Should the principal monies be repaid in full prior to exhaustion of the prepaid
interest reserve held back from the initial mortgage advance, the chargee
agrees to rebate to the chargor the applicable unearned portion of the prepaid
interest then outstanding.

An additional interest reserve of $173,398.00 has been allocated in the
approved construction budget, with regular monthly interest payments due on
the outstanding loan amount, to be drawn pn the Joan proposed herein to fund
the monthly interest obligations.

Upon exhaustion of the interest reserve praposed herein, the borrower
undertakes to make monthly payments of ifpterest only, due and payable on the
first day of the month until the principal amount of alf loan advances and any
accrued interest have been repaid in full,

Quarterly HST rebates are to be applied to t:he principal amount of the proposed
construction loan as follows: ;
a. Borrower is to submit to the tender copies of the quarterly HST
rebate applications submitted td the CRA.
b. Borrower undertakes to apply th‘e receipt of the HST rebate
 proceedsas a lump sum payment to the loan facility contemplated
herein and such funds will be utilized to continue 1o fund the
ongoing site servicing and construction costs for the proposed air
supported indoor mutti-purpose,sportg facility to be known as “The
Dome at Westbrook” located at 1485 Westbrook Road, Kingston,
Ontario !
l
In case default shall be made in payment of any sum to become due for interest
at the time provided for payment in the Charge, compound interest shall be
payable and the sum in arrears from interest from time to time, and both before
and after default and judgment, shall bear interest at the rate provided for in
the Charge. In case the interest and compound interest are not paid within the
interest calculation period provided from time to time of default a rest shall be
made, and compound interest at the rate prqwded for in the Charge shall be
payable on the aggregate amount then due, as well after as hefore maturity,
and so on from time to time, and all such interest and compound interest shall
be a charge on the land. .
1
The borrower agrees that all payments under the promissory note and the
charge shall be made before 1:00 p.m., including any additional payment of
principal and also including full payout of the promissory note or the charge,

Harbouvefoge Lustre
! 46 Horvn Street. Sqirg 384
Coaltingwand AN

L3Y 403

¢
8

70



larbour -

KORTGAGE ESTSENT CORPoLpATIY

CREDIT
ADMINISTRATION
FEE:

OTHER FEES:

BROKERS FEE:
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INTEREST
ADJUSTMENT DATE:
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A monthly credit administration fee of $25.00, due on the 1% day of each
maonth. |

As detailed in attached Schedule “A”,

All of the lender’s reasonable out of pocket expenses, and all other expenses
and costs associated with this “loan”, whether or not the transaction
contemplated herein is completed, shall be due and payable by the borrower
and or guarantor(s) and shall create an Interest in the said lands. These .
payments shall be in addition to any fees or payments for which the borrower
may be liable as otherwise specified in any other fee schedules in this propasal.,
If the subject loan has not been advanced by the last day for advance as set out
in the cancelfation section of the commitment letter for any reason other than
default by the lender, the lender shall retaln the entire commitment fee in
partial satisfaction of its time and efforts with respect to the commitment
letter. ’

A non refundable brokers fee of $63,000.00 payable to “Paramount Equity
Solutions” due from subsequent interim advances upon confirmation of the
municipality approving occupancy of the proposed air-supported indoor multi-
purpose sports facility to be known as “The Dome at Westbrook.”

Whether or not the transaction contemplat;ed herein is completed, the
borrower(s) will be required to pay the lenders direct out of pocket expenses on
request of same. Expenses shall include but not be limited to legal fees and
disbursements of the lenders solicitor, other professionals or agents used by the
lender in connection with the borrower’s application and/or commitment \
letter. in the event this commitment letter is accepted, such dishursements
and costs may be deducted from any loan advances. :

On the first day of the month coincident with or next following the date that the
loan is advanced. . o

Interest accrues from the date of disbursement of funds to the solicitor of the
fender,

An interest reserve of $150,000.00 was he!d:back on the initial loan adva nee,
currently $82,587.19 remains available.

Upon exhaustion of the prepaid interest resérve proposed, the borrower
undertakes to make monthly payments of interest only, due and payable on the
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SCHEDULE “A”

ADMINISTRATION/SERVICING and PROGRESS FEE’S

IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that for any missed or late instaliment
and for processing each NSF cheque or other returned payments the Chargor shall pay to the
Chargee the sum of Two Hundred and Fifty Dollars (SZSO 00) on the first occasion, Five Hundred
Dollars ($500.00) on the 2™ occasion and One Thousand Dotlars {$1,000.00) thereafter.

IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that for any insurance cancellations,
premium payments or other non-compliance with the insurance requirements, the Chargor shall pay
to the Chargee the sum of Two Hundred Dollars ($200.00).

iTIS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that they will pay to the Chargee the
sum of Fifty Dollars {$50.00) for administering each property tax made to the municipality by the
Chargee. ‘

IT1S EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that they shall pay to the Chargee the
sum of One thousand Dollars ($1,000.00) for each default proceeding or action instituted.

IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that for attending to take possession
following default, the Chargor shall pay to the Chargee the sum of One Thousand Dollars
($1,000.00). '

IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that for administering maintenance and
security of each property in our possession, the Chargor sha!l pay to the Chargee the sum of Five
Hundred Dollars {$500.00) per day. :

IT 1S EXPRESSLY AGREED AND UNDERSTOOD by the Chargbr that for each site inspection required by
the Chargee following default, the Chargor shall pay to the Chargee the sum of Seven Hundred and
Fifty Dollars {$750.00). ,

IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Charéor that upon discharge, mortgage
assumption, mortgage postponement, mortgage assignment of each property, the Chargor shall pay
to the Chargee the sum of Three Hundred and Fifty Dollars {$350.00).

IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that they will pay to the Chargee the
sum of Seven Hundred and Fifty Dollars {$750.00) for each interim draw request made to the
Chargor by the Chargee,

harbouredyge cum
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' ‘This is Exhibit “5” referred to in the Affid3 \ it of Larry Dunn sworn
" February ...%..., 2015 /

Commissioner¥or Taking Aﬁidavils (or as may be)

Loretta Ann MacNeil .

Notary Public, County of Simcoe,

limited to the attestation of '

instruments and the taking of

affidavits, for HarbourEdge Capital
Corporation and its associated companies
Expires June 11, 2016 %

/3



HarbourEdge Mortgage Investment Corporation
HarbourEdge Centre

40 Hurop Street, Suite 300

Collingwood, Ontario

; L9Y 4R3

$7.750,000.00 :
Date November lﬂ , 2013

On Demand for value received the undersigned jointly and severally promise(s) to ‘pay to
HARBOUREDGE MORTGAGE INVESTMENT CORPORATION (the"Lender") or
order at the above noted location, in lawful money of Canada, the lesser of — ,

®» The principal sum of Seven Mitlion Seven Hundred Fifty Thousand ($7,750,000.00)
CANADIAN DOLLARS (together with interest as determinable belovl')

And !

(i) The unpaid principal balance of all advances (together with interest as ;detcrminable
below) made by the Lender to the undersigned as recorded by the Lender in its
records. ‘

1
The Lender shall record in its records the amount of all advances made under, payments made in
respect of, and all other amounts becoming due to the Lender under this Note (collectively the
"Entries"). The Lenders records constitute in the absence of manifest error, conclukive evidence
of the indebtedness of the undersigned to the Lender pursuant to this Note. The Eritries shali be
indicated on the statement of account or accounts (the "Statement of Account”). Unless within
thirty (30) days of the date of the Statement of Account (the "Statement Date"), the undersigned
claims and establishes that an error has been made in the Entries, the Undersigned shall be
precluded after the Statement Date from objecting to the Entries listed on the Statement of
Account and after the Statement Date the Entries shall then be admissible in any proceedings as
full and conclusive evidence of the principal and accrued interest and shall be binding on the
undersigned to the same extent and effect as though all the Entries had been made pursuant to
written instructions from the undersigned. |

At no time shall the outstanding principal balance of this Grid Note in conjunction here will
exceed Seven Million Seven Hundred Fifty Thousand ($7,750,000.00) Canadian Dollars.

The principal amount (including any overdue intercst) outstanding hereunder shall bear interest
calculated and payable Monthly from and including the date hereof until paid, before and after
default or judgment, at the Lender’s rate of 12.00%, Per Annum,

'

rated For: Southwinds Enterpri imité

For: Harnden Enterprises I
(Borrower) )

(Borrower)

L Jr— ——

1 have'the authority 1o bind the corporation 1 have/the authority to bind the gorporation

S oy
Nam}'?‘ itle: Xennoth Harader, President Namé/fitle: Kenneth Harndérm, President
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This is Exhibit “6” referred to in the Affi

it of Larry Dunn sworn
. February ....%..., 2015

Coznmissioner%r Taking Affidavits (or as may be)

Loretta Ann MacNeil |

Notary Public, County of Simcoe,

limited to the attestation of

instruments and the taking of

affidavits, for HarbourEdge Qapital
Corporation and its associated comnarics
Expires June 11, 2018

NER T B
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LRO# 13 Notice j Registered as FC171429 on 20131126 at 10:45
The applicant(s) hereby applies to the Land Registrar. yyyymmdd Page 1 of§
I Properties I
PIN 36128 - 0128 LT
Description PT LT 5 CON 4 WESTERN ADDITION KINGSTON PT 2 13R19417; S/T FR782059;
KINGSTON ) :
Address KINGSTON
PIN 36265 - 0026 LT :
Description PTLT 5-6 CON 4 WESTERN ADDITION KINGSTON AS IN FR603823 LYING S OF
GENGE RD EXCEPT FR134909 & RP 703; S/T FR108077, FR228153; KINGSTON
Address 3651 GENGE RD I
KINGSTON '
PIN 36265 - 0030 LT
Description PTLT 4 CON 4 WESTERN ADDITION KINGSTON AS IN FR643223; KINGSTON
Address 3600 GENGE RD .
KINGSTON ;
PIN 36265 - 0033 LT ‘
Description PTLT 4 CON 4 WESTERN ADDITION KINGSTON PT 1, 13R13124; KINGSTON;
SUBJECT TO AN EASEMENT IN GROSS OVER PT 2, 13R20411 IN FAVOUR OF HYRO
ONE NETWORKS INC. AS IN FC148565
Address 3651 GENGE ROAD :
KINGSTON
I Consideration ' I
Consideration $0.00 !
lAppIicant(s) 1 |
The notice is based on or affects a valid and existing estate, right, interest or equity in land
Name HARNDEN ENTERPRISES INCORPORATED
Address for Service 3651 Genge Road )
Kingston, Ontario
K7P 2Z8
I, Kenneth Harnden, President, have the authority to bind the gorporation.
This document is not authorized under Power of Attorney by this party.
l
Name SOUTHWINDS ENTERPRISES LIM‘TED
Address for Service 3651 Genge Road |
Kingston, Ontario
K7P 229 !
!
I, Kenneth Harnden, President, have the authority to bind the corporation.
This-document is not authorized under Power of Attorney by this party.
!
§ .
I Party To(s) : Capacity Share I
Name HARBOUREDGE MORTGAGE INVESTMENT
CORPORATION

Address for Service 40 Huron Street, suite 300
Collingwood, Ontario
L9Y 4R3
1, Tim Dwyer, President, have the authority to bind the corporation
This document is not authorized under Power of Attorney by tﬁis party.

l Statements

This.notice is pursuant to Section 71 of the Land Titles Act.

This notice may be deleted by the Land Registrar when the registered instrument, FC163715 registered on 2013/07/26 to which this

notice relates is deleted
Schedule: See Schedules
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LRO# 13 Notice Registered as FC171429 on 20131126 at 10:45
The applicant(s) hereby applies to the Land Registrar. yyyymmdd Page 2 of §
Statements . I

This document relates to registration no.(s)FC163715

l Signed By . I

Daolores Jane Wonch 150 Hurontario St., PO Box 100 acting for First 20131122
Collingwood Applicant(s) Signed
LoY 324

Tel 7054454930

Fax 7054451871 '

Dolores Jane Wonch 150 Hurontario St., PO Box 100 acting for Last 20131203
Collingwood Applicani(s) Signed
L9Y 324

Tel 7054454930

Fax . 7054451871

| have the authority to sign and register the document on behdlf of the Applicant(s).

!

l Submitted By ' I
BAULKE AUGAITIS STAHR LLP 150 Hurontario St., PO Box 100 20131203
Col!fngwood
19Y.3Z4
Tel 7054454930
Fax 7054451871

I Fees/Taxes/Payment

Statutory Registration Fee $60.00
Total Paid $60.00
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AGREEMENT AMENDING CHARGE OR MORT
RECUREE AR GAGE - LAND TITLES AND

BETWEEN HARNDEN ENTERPRISES INCORPORATED and SOUTHWINDS
ENTERPRISES LIMITED (the "Chargors") and HARBOUREDGE MORTGAGE
INVESTMENT CORPORATION (the “Chargee") and ANITA HARNDEN and
KENNETH HARNDEN (the “Guarantors”),

WHEREAS by a Charge/Mortgage registered in the Land Registry Office for the County of
Frontenac, Kingston (#13) on the 26th day of July, 2013 as No. FC163715 (hereinafter
called the "Charge") HARNDEN ENTERPRISES INCORPORATED and
SOUTHWINDS ENTERPRISES LIMITED did charge or mortgage those Jands and
premises described herein, UNTO HARBOUREDGE MORTGAGE INVESTMENT
CORPORATION for securing the payrhent of principal money in the amount of STX
MILLION THREE HUNDRED THOUSAND DOLLARS ($6,300,000.00) and
interest at the times and in the manner therein set forth;

AND WHEREAS there is now owing on account of principal money in relation to the
Charge the sum of FOUR MILLION EIGHTY-ONE THOUSAND FOUR HUNDRED
FIFTY-FIVE DOLLARS AND EIGHTY-FOUR CENTS ($4,081,455.84) together with
“interest thereon at the rate of TWELVE (12.0%) per centum per annum compounded
monthly computed from the 1st day of November, 2013;

AND WHEREAS the Chargor, Chargees and Guarantors have agreed to vary certain terms
of the Charge as hereinafter set out.

THIS DOCUMENT provides as follows:

1. For the consideration set forth in this Document now paid by each party to the other
party, the recelpt whereof is hereby acknowledged, the said parties agree that the Charge shall
be and the same is hereby amended from and including the 1st day of November, 2013 as
follows:

(a) The principal amount of the Charge shall be increased to SEVEN MILLION SEVEN
HUNDRED FIFTY THOUSAND DOLLARS ($7,750,000.00);

(b) The term of the Charge shall be extended to July 31, 2014;

(e) A six (6) month property tax reserve: of $15,000.00 (equivalent of 1/12 of previous year's
property taxes) is to be drawn on the loan to fund the monthly tax obligations. Upon
exhaustion of the property tax reserve, the Chargors shall make monthly tax payments
equivalent to 1/12 of the previous year’s property taxes until the principal amount of all loan
advances and any accrued interest have been repaid in full. Should the principal monies be
repaid in full prior to exhaustion of the property tax reserve, the Chargee agrees to rebate to
the Chargors the unearned portion of the prepaid property tax then outstanding;

(d) An additional interest reserve of $173,398.00 shall be withheld by the Chargor to be
drawn on the loan herein to fund the monthly interest obligations. Upon exhaustion of the
interest reserve, the Chargors shall make monthly payments of interest only, due and payable
on the first day of the month until the pnncxpal amount of all loan advances and any accrued
interest have been repaid in full;

() A monthly credit administration fee: of $25.00 shall be due and payable on the 1* day of
each month in relation to the Charge; and

(f) Schedule “A”, Administration/Servicing and Progress Fees attached to Instrument No.
FC163715 is hereby deleted and replaced with Schedule “A” attached hereto.
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2. In all other respects the parties hereto confirm the terms and conditions contained in
the Charge,

3. . Nothing herein contained shall create any merger or alter the rights of the Chargee as
against any subsequent encumbrancer or other person interested in the said lands and not a
party hereto liable to pay the principal money or the rights of any such person, all of which
rights are hereby reserved, ;

4. Itis hereb‘y agreed, that in construing these presents the words "Chargors”, "Chargee”
and “Guarantors” and the personal pronoun "he", "his", or "him" relating thereto and used
therewith, shall be read and construed as "Chargor or Chargors", "Chargee or Chargees",
“Guarantor and Guarantors” and "he", "she", "it", or "they”, "his", "her", "its" or "their", and
"him", "her", "it" or "them" respectively, as the number and gender of the party or parties
referred to in each case require and the number of the verb agreeing therewith shall be
construed as agreeing with the said word or pronoun so substituted. And that all rights,
advantages, privileges, immunities, powers and things hereby secured to the Chargor or
Chargors, Chargee or Chargees, Guarantor and Guarantors shall be equally secured to and
exercisable by his, her, its, or their heirs, executors, administrators and assigns, or successors
and assigns as the case may be. And that all covenants, liabilities and obligations entered into
or imposed hereunder upon the Chargor or Chargors, Chargee or Chargees, Guarantor and
Guarantors shall be equally binding upen his, her, its or their heirs executors, administrators
and assigns, or successors and assigns as the case may be, and that all such covenants and
liabilities and obligations shall be joint and several unless the Charge otherwise provides.

Name " Signature Date of
Signature

| Z/ Q Y M D
HARNDEN ENTERPRISES /
INCORPORATED . e i3] 1 ! 9

Kehheth I;Iarnden,_Biesident

1 hgve authority to bind the corporation
SOUTHWINDS ENTERPRISES ;
LIMITED ! /

e 2\0 ‘ {
corporation
Z.Ol ﬁ wilg

/ * -
Witness as ; e %//7/ { =L D13 , 11
of@n . ANITA HARNDENAGuarantor) T

HARBOUREDGE MORTGAGE !
INVESTMENT CORPORATION ¢ —— s in)as

Tim Dwyer, Presidént )
I have authority to bind the corporation




Herzourfdas Bantrs

woeo%
H&Fb@uri . AT Horon Sirser Seite 2ny

MORTEAGE INVESIRENY Cokraasnios P Rollinguwand. 3%

Lar 483

§
5]

&~z

.44
94

oa o

B
4

o 23

[
L]

-~ -

1
3

SCHEDULE "A"
ADMINISTRATION/SERVICING and PROGRESS FEE's

IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that for any missed or late instaliment
and for pracessing each NSF cheque or other returned payments the Chargor shall pay to the
Chargeg the sum of Two Hundred and Fifty Dolfars {$250.00) on the firs oceasion, Five Hundred
Dollars ($500.00] on the 2™ oceasion and One Thousand Dollars {$1,000,00] thereafter,

IT1S EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that for any Insurance cancellations,
premium payments or other nan-compfiarice with the insurance requirements, the Chargor shalt pay
to the Chargee the sum of Two Hundred Oellars {5200.00).

IT1S EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that they will pay to the Chargee the
sum of Fifty Dollars {$50.00) for admitistering each property tax made to the municipality by the
Chargee. :

IT IS EXPRESSLY AGREED AND UNDERSTOOP by the Chargor that they shall pay to the Chargee the
sum of One thousand Dollars {51,000.00) far each default procéeding or action instituted.

IT {S EXPRESSLY AGREED AND UNDERSTOQD by-the Chargor thatfor attending to take possession
follawing default, the Chargor shall pay to the Chargee the sum of One Thousand Dollars
{$2,000:00). |

IT IS EXPRESSLY AGREED AND UNDERSTOOb by the Chargorthat for administering maintenance and
security of each property in our possasslon, the Chargor shall pay to the Chargee the sum of One
Thousand Dollars ($1,000.00) per day.

IT 15 EXPRESSLY AGREED AND UNDERSTOOD by the Charger that for each site inspection required by
the Chargee fofllowing default, the Chargor shall pay to the Chargee the sum of Seven Hundred and
Fifty Dollars (5750.00), .
IT IS EXPRESSLY AGREED AND UNDERSTOOD by the Chargor that upondischarge, morigage
assumption, mortgage postponement, mortgage assignment of each property, the Chargor shall pay
© to the Chargee the sum of Fifty Thousand Dollars {$56,000.00}.

IT IS EXPRESSEY AGREED AND UNDERSTROD by the Chargor that they_wiﬂ Pay to the Chargee the
surm of One Thowsand Dollars {$1,080.00) for esch interim draw requestmade {o the Chargor by the
Chargge :

www larbaucodge. com
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" This is Exhibit “7” referred to in the Affidayi

It of Larry Dunn sworn
February Lo

- ° Commissioner for%king Affidavits (or as may be)

Loretia Ann MaciNeil |

Notary Public, County of Simcoe,

limited to the attestation of ;

instruments and the taking of

affidavits, for Harbourkdge Capital
Corporation and its associated companies
Expires June 11, 2016
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LRO# 13 Charge/Mortgage ' Registered as FC159224 on20130524 at 14:59
The applicant(s) hereby applies to the Land Registrar. ‘ yyyymmdd Page 1 of3
{
I Properties I
PIN 36265 -0026 LT Interest/Estate } Fee Simple

Description PT LT 5-6 CON 4 WESTERN ADDITION KINGSTON AS IN FR603823 LYING S OF
GENGE RD EXCEPT FR134809 & RP 703; S/T FR108077, FR228153; KINGSTON

Address 3651 GENGE RD
KINGSTON
PIN 36265 - 0030 LT Interest/Estate ©  Fee Simple
Description PT LT 4 CON 4 WESTERN ADDITION KINGSTON AS IN FR643223; KINGSTON
Address 3600 GENGE RD .
KINGSTON
PIN 36128 - 0128 LT Interest/Estate Fee Simple
Description PT LT 5 CON 4 WESTERN ADDITION KINGSTON PT 2 13R19417; S/T FR782059;
KINGSTON
Address 1485 WESTBROOK ROAD
KINGSTON ‘
PIN 36084 - 0169 LT Interest/Estate ©  Fee Simple
Description LT 23, PL 1939 ; KINGSTON TOWNSHIP ¥
Address 634 FERNMOOR DRIVE
KINGSTON
PIN 36265 - 0033 LT Interest/Estate 1 Fee Simple

Description PT LT 4 CON 4 WESTERN ADDITION KINGSTON PT 1, 13R13124; KINGSTON;
SUBJECT TO AN EASEMENT IN GROSS OVER PT 2, 13R20411 IN FAVOUR OF HYRO
ONE NETWORKS INC. AS IN FC148565 :

Address 3651 GENGE ROAD .
KINGSTON !

I Chargor(s) ‘ I

The chargor(s) hereby charges the iand to the chargee(s). The chargor(s) acknowledges the receipt of the charge and the standard
charge terms, if any. !

Name HARNDEN ENTERPRISES INCORPORATED

Address for Service 3651 Genge Road, Kingston, Ontario,
K7P 2Z9

|, Kenneth Harnden, President and Anita Harnden, Secretary—Treasurer, have the authority to bind the corporation.
This document is not authorized under Power of Attorney by this party.

Name HARNDEN, KENNETH ANDREW
Address for Service 634 Fernmorr Drive, Kingston< Ontario,
K7M 8K5

| am at least 18 years of age. ,
Anita Harnden is my spouse and has consented to this transaction.
This document is not authorized under Power of Attorney by ﬂjis party.

i
i

Name SOUTHWINDS ENTERPRISES LIMITED
Address for Service 3651 Genge Road, Kingston, Ontarig,
K7P 2Z9 ’

'
i

i
I, Ken Harnden, President, have the authority to bind the corporation.,
This document is not authorized under Power of Attorney by this party.
i

Chargee(s) Capacity Share l

Name 1880452 ONTARIO LTD.
Address for Service clo 4640 Latimer Road, Inverary, Ontario, KOH 1X0



LRO# 13 Charge/Mortgage
The applicant(s) hereby applies to the Land Registrar.

83

! Registered as FC159224 on 20130524  at 14:59

yyyymmdd Page 2 of 3

l Statements

Schedule: PIN 36084-0169 is owned by Kenneth Andrew Harnden. PINs 36265-0030, 36265-0026 and 36128-0128 are owned by
HARNDEN ENTERPRISES INCORPORATED. PIN: 36265-0033 is owned by SOUTHWINDS ENTERPRISES LIMITED.

H

l Provisions

Principal

Calculation Period
Balance Due Date
Interest Rate

Payments

Interest Adjustment Date
Payment Date

First Payment Date
Last Payment Date
Standard Charge Terms
Insurance Amount
Guarantor

$979,200.00 | Currency  CDN
monthiy, not in advance

2013/11/28 :

12.99% \

$10,599.84

20130528

28th day monthly

2013 06 28 _

20131128 P

200033

Full insurable value

Kenneth Andrew Harnden and Anita Harnden

'
i
J

1

l Additional Provisions

See Schedules

l Signed By

Marina Grace Pascoal

Tel 613-544-1618
Fax 613-389-8376
Marina Grace Pascoal

Tel 613-544-1618
Fax 613-389-8376

295 Queen Sireet acting for Chargor
Kingston (s)
K7K 1B7

f
295 Queen Street acting for Chargor
Kingston (s)
K7!ﬁ 1B7

I have the authority to sign and register the document on behalf of the Chargor(s).

|

First 20130524
Signed

Last 2013 06 04
Signed

T

Submitted By
]
NELSON, WILSON 295 Queen Street 2013 06 04
Kingston
K7K‘ 1B7
Tel 613-544-1618 ‘
Fax 613-389-8376 5
1
| Fees/Taxes/Payment l
Statutory Registration Fee $60.00
Total Paid $60.00
- i -
I File Number I
Chargor Client File Number : 13-298LS

Chargee Client File Number :

13-403J
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Ontario Form 5 — Land Registration Reform Act Page 2

fAddiﬁonal Property Identifier(s) and/or Other Information A

SALE CLAUSE i

PROVIDED that in the event of the mortgagor selling, conveying, transferrring or entering into an agreement for
sale, or transfer of title to the property hereby mortgaged to a purchaser or transferee not approved of in writing by
the mortgagee, which approval shall not be unreasonably withheld, all monies hereby secured with accrued interest
thereon shall forthwith become due and payable at the option of and in the sole discretion of the mortgagee.
The mortgagor will provide the mortgage with 6 poétdated cheques.
This mortgage is open upon payment of three (3) mo,i)nths interest penalty.
There will be a $500.00 fee for any N.S.F. or returned cheques, payable immediately.
Upon notice of two N.S.F. cheques the lender has tﬁe option to demand payment in full.
The mortgagor shall provide proof of payment of ta:?es and any and all tax arrears must be paid from proceeds.
The mortgagor shall provide proof of fire insurance to the mortgagee showing the Mortgagee as second loss payee.
Mortgagee and Mortgagor acknowledge that the mo;z:tgage principal is $979,200.00 and is broken down as follows:
a. $800,000.00 - US Funds |
b. $160,000.00 - CON Funds {
¢. $19,200.00 - Lender Fee ‘

Mortgagee and Mortgagor acknowledge that on matunty the principal will be pa.ld back in the same ratio of US and
Canadian Funds as noted above.

All Jegal fees relating to this transaction are the responsibility of the borrower.
There will be no further financing permitted on the siecured properties.
The Mortgagee has the right to assign the mortgage qi:t any time without notice to the Mortgagor.

The Mortgagor and Guarantor will notify the Mortca,bee immediately of any default on the first mortgage.
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LRO# 13 Application To Change Name-Instrument Registered as FC162615 on 201307 12 at 15:37
The applicant(s) hereby applies to the Land Registrar. : yyyymmdd Page 1 of 2
l Properties I
PIN 36084 - 0169 LT
Description LT 23, PL 1939 ; KINGSTON TOWNSHIP
Address 634 FERNMOOR DRIVE
KINGSTON
PIN 36128 - 0128 LT i
Description ~ PT LT 5 CON 4 WESTERN ADDITION KINGSTON PT 2 13R19417; S/T FR782059;
KINGSTON
Address KINGSTON
PIN 36265 - 0026 LT
Description PT LT 5-6 CON 4 WESTERN ADDITION KINGSTON AS IN FR603823 LYING S OF
GENGE RD EXCEPT FR134909 & RP 703; S/T FR108077, FR228153; KINGSTON
Address 3651 GENGE RD '
KINGSTON |
PIN 36265 - 0030 LT X
Description  PT LT 4 CON 4 WESTERN ADDITION KINGSTON AS IN FR643223; KINGSTON
Address 3600 GENGE RD !
KINGSTON i
PIN 36265 - 0033 LT i
Description  PT LT 4 CON 4 WESTERN ADDITION KINGSTON PT 1, 13R13124; KINGSTON;
SUBJECT TO AN EASEMENT IN GROSS OVER PT 2, 13R20411 IN FAVOUR OF HYRO
ONE NETWORKS INC. AS IN FC148565
Address 3651 GENGE ROAD '
KINGSTON (
I Source Instruments ! I
Registration No. Date 1 Type of Instrument
FC1598224 2013 0524 " Charge/Morigage
Party From(s) ’ I
T
Name 1880452 ONTARIO LTD. '
Address for Service 4640 Latimer Road, Inverary, Ontario;
KOH 1X0 '
I Applicant(s) i Capacity Shaie I
Name 1709927 ONTARIO LIMITED ‘

Address for Service 4640 Latimer Road, Inverary, Ontario, KOH 1X0

1, Scott Trueman, President, have the authority to bind the corpbration

This document is not authorized under Power of Attorney by this party.

I Statements i

The name has changed as a result of typographical error and this statement is made for no improper purpose.

Schedule: 1, John R.A. Wilson, solicitor for the Mortgagor hereby state as follows: The name of the Mortgagee was incorrectly provided to
my office for preparation of the charge. The Applicant is the coirect Mortgagee and is the party who provided the mortgage funds.

1880452 Ontario Ltd has no financial or beneficial interest in this charge. | hereby acknowledge and confrim that 1880452 Ontario Ltd.
was incorrectly entered as the Mortgagee and 1709927 Ontario Limited should have been shown as Mortgagee. | make this statement for
no improper use or purpose.

l Signed By ) l
John Robert Andrew Wilson 295 Queen Street acting for Signed 2013 07 12
Kingston Applicant(s)
K7K 1B7
Tel 613-544-1618 )
Fax 613-389-8376

I have the authority to sign and register the document on behalf of the Applicant(s).

1
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LRO# 13 Application To Change Name-iInstrument Registered as FC162615 on 201307 12 at 15:37
The applicant(s) hereby applies to the Land Registrar. ‘ yyyymmdd Page 2 of 2
| Submitted By )
NELSON, WILSON 295 bueen Street 201307 12
Kingston
K7K1B7
Tel 613-544-1618
Fax 613-389-8376 I
|
Fees/Taxes/Payment
Statufory Registration Fee $60.00 !
Total Paid $60.00

| File Number

Party From Client File Number :

Applicant Client File Number :

12-298
13-403J



1

This is Exhibit “8” referred to in the Affidavit of Larry Dunn sworn
February 8. 2015 :

Commissioner for Paking Affidavits (orjas may be)

Loretta Ann MacNeil

Notary Public, County of Simcoe,

limited to the attestation of

instruments and the taking of,

affidavits, for HarbourEdge Capital
Corporation and its associated companies
Expires June 11, 2016 :
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LRO# 13 Postponement Of Interest Registered as FC163725 on 20130729  at 08:37
The applicant(s) hereby applies to the Land Registrar. ' yyyymmdd Page 1 of 2
Properties : l
PIN 36128 - 0128 LT !
Description PT LT 5 CON 4 WESTERN ADDITION K!NG$TON PT 2 13R19417, S/T FR782059;
KINGSTON ‘
Address KINGSTON
PIN 36265 - 0026 LT :
Description PT LT 5-6 CON 4 WESTERN ADDITION KINGSTON AS IN FR603823 LYING S OF
GENGE RD EXCEPT FR134809 & RP 703; $/T FR108077, FR228153; KINGSTON
Address 3651 GENGE RD .
KINGSTON :
H
PIN 36265 - 0030 LT ‘
Description PT LT 4 CON 4 WESTERN ADDITION KINGSTON AS IN FR643223; KINGSTON
Address 3600 GENGE RD |
KINGSTON i
PIN 36265 - 0033 LT !
Description PT LT 4 CON 4 WESTERN ADDITION KINGSTON PT 1, 13R13124; KINGSTON;
SUBJECT TO AN EASEMENT IN GROSS OVER PT 2, 13R20411 IN FAVOUR OF HYRO
ONE NETWORKS INC. AS IN FC148565 i
Address 3651 GENGE ROAD
KINGSTON |
I Source Instruments ;
Registration No. Date . Type of Instrument
FC159224 20130524 . Charge/Mortgage
|
Party From(s) | I
Name 1709927 ONTARIO LIMITED
Address for Service 4640 Latimer Road, Inverary, Ontario
KOH 1X0 i
I, SCOTT TRUEMAN, PRESIDENT, have the authority to bind 'the corporation.
This document is not authorized under Power of Attorney by this party.
l Party To(s) ' Capacity Share I
Name HARBOUREDGE MORTGAGE INVESTMENT
CORPORATION

Address for Service 40 Huron Street, Suite 300, Collingwood, Ontario L9Y 4R3

l Statements

The applicant postpones the rights under the selected instrument to the rights under an instrument registered as number FC163715

registered on 2013/07/26
This document relates to registration no.(s)FC162615

Signed By |
Marina Grace Pascoal 295 Queen Street acting for Party Signed 2013 07 29
Kingston From(s)
K7K1B7
Tel 613-544-1618 o
Fax 613-389-8376

[

| have the authority to sign and register the document on behalf of ali parties to the document.

Marina Grace Pascoal 295 Queen Street
Kingston (s)
K7K 1B7

Tel 613-544~1618

Fax 613-389~8376

I have the authority to sign and register the document on behaif of all parties to the document.

acting for Party To  Signed 2013 07 29



LRO# 13 Postponement Of Interest

The applicant(s) hereby applies to the Land Registrar.

89

Registered as FC163725 on 20130729  at 08:37
yyyymmdd Page 2 of 2

I Submitted By

1
i

NELSON, WILSON 295 Queen Street 201307 29
Kingston
K7K 1B7
Tel 613-544-1618
Fax 613-389-8376 f
i
I Fees/Taxes/Payment ‘ —l
Statutory Registration Fee $60.00
Total Paid $60.00
I File Number :
Party From Client File Number : #13-597J
Party To Client File Number : 13-611-B
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LRO# 13 Postponement Of Interest ! Registered as FC171431 on 20131126  at 10:50
The applicant(s) hereby applies to the Land Registrar. S yyyymmdd Page 1 of 2
' )
I Properties I
PIN 36128 - 0128 LT "
Description PT LT 5 CON 4 WESTERN ADDITION KING$TON PT 2 13R19417; S/T FR782059;
KINGSTON
Address KINGSTON'
PIN 36265 - 0026 LT
Description PT LT 5-6 CON 4 WESTERN ADDITION K!NGSTON AS IN FR603823 LYING S OF
GENGE RD EXCEPT FR134909 & RP 703; S/T FR108077, FR228153; KINGSTON
Address 3651 GENGE RD
KINGSTON
PIN 36265 - 0030 LT
Description PT LT 4 CON 4 WESTERN ADDITION KING§TON AS IN FR643223; KINGSTON
Address 3600 GENGE RD .
KINGSTON !
PIN 36265 - 0033 LT |
Description PT LT 4 CON 4 WESTERN ADDITION KINGSTON PT 1, 13R13124; KINGSTON;
SUBJECT TO AN EASEMENT IN GROSS OVER PT 2, 13R20411 IN FAVOUR OF HYRO
ONE NETWORKS INC. AS [N FC148565 ¢
Address 3651 GENGE ROAD
KINGSTON
l Source Instruments ; |
Registration No. Date " Type of Instrument
FC159224 201305 24 * Charge/Mortgage
l Party From(s) ’ I
Name 1709927 ONTARIO LIMITED ‘
Address for Service 4640 Latimer Road |
Inverary, Ontario f
KOH 1X0
1, Scot Trueman, President, have the authority to bind the corporation.
This document is not authorized under Power of Attorney by this party.
I Party To(s) : Capacity Share l
Name HARBOUREDGE MORTGAGE INVESTMENT
CORPORATION

Address for Service 40 Huron Street, Suite 300
Collingwood, Ontario .
L9Y 4R3 ‘

LStatements

The applicant postpones the rights under the selected mstrument to the rights under an instrument registered as number FC171429

registered on 2013/11/26
This document relates to registration no.(s)FC159224, FC162615 and FC171429

'

I Signed By ; |
Joseph Bruce Hart 150 Hurontario St., PO Box 100 acting for Party Signed 2013 11 26
. Collingwood From(s)

LoY 824
Tel 7054454930 .
Fax 7054451871

I have the authority to sign and register the document on behalf of all parties to the document.

Joseph Bruce Hart 150 Hurontario St., PO Box 100 acting for Party To
Collingwood (s)
LoY 324

Tel 7054454930

Signed 2013 11 26
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LRO# 13 Postponement Of Interest ‘ Registered as FC171431 on 20131126 at 10:50

The applicant(s} hereby applies to the Land Registrar. yyyymmdd Page 2 of 2

| signed By I
Fax 7054451871 '

| have the authority to sign and register the document on behalf of all parties to the document.

l Submitted By

BAULKE AUGAITIS STAHR LLP 150 Hurontario St., PO Box 100 20131126
Collingwood :
LOY 374

Tel 7054454930 |

Fax 7054451871 |

I Fees/Taxes/Payment ‘ . I

Statutory Registration. Fee $60.00

Total Paid $60.00



Commissioner forTaking Affidavits (or as may be)

Loretta Ann MacNeil

Notary Public, County of Simcoe,

limited to the attestation of

instruments and the taking of |

affidavits, for HarbourEdge Capital
Corporation and its associated companies
Expires June 11, 2016 :

92
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This is Exhibit “10” referred to in the A#fidavit of Larry Dunn

Commissioner for Takikg Affidavits (or: as may be)

Loretta Ann MacNeil

Notary Public, County of Simcoe,

limited to the attestation of

instruments and the taking of

affidavits, for HarbourEdge Capital
Corporation and its associated companies
Expires June 11, 2016 '



GENERAL SECURITY AGREEMENT

- :
THIS AGREEMENT made as of the 2. < day of \\ -~ (\’ , 2013
BETWEEN: | -

HARBQUREDGE MORTGAGE INVESTMENT CORPORATION

, (heteinafter called the “Lender”)
S OF THE FIRST PART

i

and

HARNDEN ENTERPRISES INCORPORATED, 4 corporation incorporated under
the laws of the Province of Ontario 5

: (herein called the “Debtor”)
OF THE SECOND PART

THIS AGREEMENT WITNESSES that, in consideration of the premises and other good and
valuable consideration, the Debtor agrees with the Lender ag follows:

ARTICLE 1
INTERPRETATION

1.1 Defined Terms. In this agreement, unless there is something in the context or subject matter
inconsistent therewith, “

“Accounts” meang all debts, amounts, claims and moneys which now are, or which may at any time
hereafter be, due or owing to or owed by the Debtor, whether or Dot earned by performance
excluding, to the extent that an assignment in favour of the Lender is restricted by law, any such
debts, amounts, claims and moneys due from the Government of Canada or any department or
agency thereof or any Crown corporation; all securities, mortgages, bills, notes and other documents
now held or owned, or which may be hereafter taken, held or owned, by or on behalf of the Debtor,
in respect of the said debts, amounts, claims angd moneys or any part thereof; and all books,
documents and papers recording, evidencing or relating to the said debts, amounts, claims and
moneys or any part thereof; .

“Banking Day” means any day other than a Saturday or a Suxiday on which banks generally are
open for business jn Toronto, Ontario; '

“Chattel Paper” meang all present and future agreements made between the Debtor as secured
party and others which evidence both a monetary obligation and a security interest in or a leage of
specific goods; i

“Collateral” means ali undertaking, broperty and assets of the Debtor, now owned or hereafter
acquired and any proceeds from the sale or other disposition thereof, all of which is further
described, without limitation, all Accounts, Inventory, Equipment, Intangibles, Documents of
Title, Money, Chatte] Paper, Instruments, Securities, Documents, Proceeds, and Leaseholds;

i

H




“Documents” means a] documents, including, without limitation, aJ] boo
bapers and other Tecords, in g

ny form evidencing or relating to
herein calleq the “D, :

ks, invoices, letters,
Ocurents”:

the Collateral, aJ) of which are

“Documents of Title” meang any writing now or hereafter
issued by or addressed tg 5 bailee and '
Possession as are identified or fypq

. , ons, plans and manualg relating thereto, and
any other tangjble personal property which is not Inventory and a)] ite
h ; j

“Event of Defay}t” shall have the meaning ascribed thereto in Section 5 hereof and in the Credit
Agreement; ’

“Intangibles” means all intangjhle pr
which is pot Accounts including, with

» OT subsequent to the execution hereof,
, and including, without limitation; advances to the Debtor;

credit and letters of guarantee issued by the Lender oy behalf of the Debtor, whether or
rawn . , :

or which have been accepted by the Lender;
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interest payable by the Debtor to the Lender; obligations or liabilities of the Dehtor under any
present or future guarantee by the Debtor of the payment or performance or both of the debts,
obligations or liabilities of a third party to the Lender: and debts, obligations or liabilities of the
Debtor under any agreement with the Lender including, without limitatio
Credit Agreement and any promissory note, debt obligation or any other agreement whatsoever,

“PPSA” means the Personal Property Security Act (Ontario), as amended from time to time, and
any regulations thereto; ,

. |
“Prime Rate” means the rate of interest per annum charged by the Lender to its customers in
Toronto, Ontario for loans of Canadian dollars, as the same js adjusted from time to time,

Proceeds” means al] property in any form derived directly or inﬂirectly from any dealing with the
Collateral including, without limitation, property that indemnifies or compensates for the

expropriation, destruction, or damage of the Collateral or the proceeds therefrom and all proceeds
of proceeds; \

i
“Securities” means all bresent and future securities held by the Debtor, including shares, options,
rights, warrants, joint venture interests in limited partnerships, trust units, bonds, debentures and
al other documents which constitute evidence of a share, participation or other interest of the
Debtor in property or in an enterprise or which constitute evidence of an obligation of the issuer;
including, without limitation, an uncertificated security within the meaning of Part VI

(Investment Securities) of the Business Corporation Act (Ontar‘jo) and all substitutions therefor
and dividends and income derived therefrom; - ‘,

1.2 Other Usages, References to “this agreement”, “hereof”, ‘herein”, “hereto” and like references

refer to this General Security Agreement and hot to any particular Article, Section or other
subdivision of this agreement, :

Currency. Unless otherwise specified herein, all statements of or references to dollar amounts
Is agreement shall mean lawful money of Canada. '

¢of the Essence, Time shall in all respects be of the essence df this agreement,

to th

GHUICS: Each and every one of the schedules which is referred to in this agreement and
d 1S agreement shall form a part of this agreement, ’ :
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ARTICLE 2 ‘
SECURITY INTEREST

2.1 Grant of Security Interest. As general and continuiné security for the payment and
performance of all Obligations, the Debtor hereby:

(@) grants to the Lender a security interest in the Collateral excluding the Accounts; and
(b) assigns, transfers and sets over the Lender all Accounts.
!

Whenever used elsewhere in this agreement, the expressiof: “security interest” refers to the
security interest created in (a) above and/or the assignment crgated in (b) above, as the context
may require or permit, |
2.2 Attachment of Security Interest, The parties hereby agree that they intend the security interest
to attach to the Collateral upon execution of this agreement,

2.3 Exception re: Leaseholds and Contractual Rights. The Ia$t day of the term of any lease,
sublease or agreement therefor is specifically excepted from the security interest created by this
agreement, but the Debtor agrees to stand possessed of such last day in trust for such person as

r

) which the Debtor is a party, said security interest shall not be granted hereunder but the Debtor
all hold its interest therein in trust for the Lender, and shall grant a security interest in such

actual rights to the Lender forthwith upon obtaining the appropriate consents to the
chment of said security interest, i

i
i

ARTICLE 3
COVENANTS OF THE Debtor :

venants. The Debtor hereby covenants and agrees with the Lender as follows:

a)  The Debtor agrees to promptly notify the Lender in writing of the acquisition by the

- Debtor of any personal property which is not of the pature or type described by the

definition of Collateral, and the Debtor agrees to execute and deliver at its own expense

from time to time amendments to this agreement or additional security agreements as

.. may be reasonably required by the Lender, in order that a security interest shall be
-granted and shall attach to such personal property.

he Debtor shall prevent the Collateral from becoming an accession to any personal

Toperty not subject to the security interest created by this agreement, or becoming

affixed to any real property.

f1e Debtor shall deliver to the Lender from time to time as the same are acquired by

¢ Debtor all items of Collateral comprising Chattel Paper, Instruments, Securities

d those Document of Title which are negotiable.

Debtor shall use its best efforts to obtain a written agreement from each landlord

& Debtor in favour of the Lender and in form and substance satisfactory to the

der, whereby such landlord: j

+ 8grees to give notice to the Lender of any default by the Debtor under the lease
and a reasonable opportunity to cure such default prior to the exercise of any

remedies by the landlord; and 5

?}éknowledges the security interest created by this agreement and the right of the

nder to enforce the security interest created by this agreement in priority of any
claim of such Jandlord. :
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3-2 Performance of Covenants by the Lender. The Lender may, in its sole discretion and upon
notice to the Debtor, perform any covenant of the Debtor under this agreement that the Debtor
fails to perform and that the Lender is capable of performing, including any covenant the
performance of which requires the payment of money, provided that the Lender will not be
obligated to perform any such covenant on behalf of the Debtor and no such performance by the
Lender will require the Lender further to perform the Debtor’s covenants nor operate as a
derogation of the rights and remedies of the Lender under this agreement,

ARTICLE4
DEALING WITH COLLATERAL

4.1 General Restrictions, Except as specifically permitted herein or in the Credit Agreement, the
Debtor shall not, without the prior written consent of the Lender:

(a) sell, lease or otherwise dispose of the Collateral or, any part thereof;

(b) release, surrender or abandon possession of the Collateral or any part thereof;

() move or transfer the Collateral or any part thereof from its present location as specified
' in Schedule “B” hereto; or |

(d) enter into or grant, create, assume or suffer to exist any mortgage, charge, hypothec,

assignment, pledge, lien or other security interest or encumbrance affecting any of the
Collateral. }

" 4.2 Release by the Lender. The Lender, may at its discretion, at any time release from the security

interest created by this agreement any part or parts of the Collateral or any other security or any
.surety for the Obligations either with or without sufficient consideration therefor without thereby
releasing any other part of the Collateral or any person from this agreement.

3 Proceeds Held in Trust. All Proceeds that are monies collected or recejved by the Debtor will

received by the Debtor in trust for the Lender and will be forthwith paid to the Lender. The
der shall not exercise its rights under this Section, and the Debtor’s trust obligations under

ARTICLE 5 ,
DEFAULT AND ENFORCEMENT

forceability of Security, The security hereby constituted shall become enforceable in each
¥.one of the following events;

i
if the Debtor defanlts (subject to applicable grace periods) in payment or performance
of any of the Obligations; or
Ifan Event of Default oceurs as specified in the Credit Agreement; or
the Debtor ceases to carry on business, makes a sale in bulk of its assets, is adjudged
ankrupt, makes an assignment in bankruptcy, makes a proposal or plan of
ment with its creditors, or if any of its creditors seize its assets; or

¢ Lender in good faith believes and has commercially reasonable grounds to believe
€ Prospect of payment or performance of the Obligations is or is about to be

aired or that the Collateral is or is about to be placed in jeopardy.

L any time after the happening of any eveilt by which the security hereby
omes enforceable, the Lender shall have the following rights, powers and

|
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() to appoint any person to be an agent or any person to be a receiver, manager or
receiver and manager (herein called the “Receiver”) of the Collateral and to remove
any Receiver so appointed and to appoint another if the Lender so desires; it being
agreed that any Receiver appointed pursuant to the provisions of this agreement shall
have all of the powers of the Lender hereunder, and in addition, shall have the power to
carry on the business of the Debtor; o

(b) to make payments to parties having prior charges or éncumbrances on the Collatera];

(¢) . to enter onto any premises where the Collateral may be located;

(@) to take possession of all or any part of the Collateral and any premises where such
Collateral is located with power to exclude the Debtqr, its agents and its servants from
such Collateral and such premises; 1

(e) to preserve,, protect and maintain the Collateral and make such repairs to,

" replacements thereof and additions thereto as the Lender shall deem advisable;

() to enjoy and exercise all bowers necessary or incidental to the performance of all
functions provided for in this agreement including, 'without limitation, the power to
purchase on credit, the power to borrow in the Debtor’s name or in the name of the
Receiver and to advance its own money to the Debtor at such rates of interest as it may
deem reasonable, provided that the Receiver shall borrow money only with the prior
consent of the Lender, and to grant security interestsin the Collateral in priority to the
security interest created by this agreement, as security for the money so borrowed;

(8) to sell, lease or dispose of all or any part of the Collateral whether by public or private
sale or lease or otherwise and on any terms, so long as every aspect of the disposition is

commercially reasonable, including without limitation, terms that provide time for

payment on credit; provided that ) “

(i) the Lender or the Receiver will not be required to sell, lease or dispose of the
Collateral, but may peaceably and quietly take, hold, use, occupy, possess and
enjoy the Collateral without molestation, eviction, hindrance or interruption by
the Debtor or any other person or persons whomever, for such period of time as is
commercially reasonable; |

(i) the Lender or the Receiver may convey, transfer and assign to a purchaser or
purchasers the title to any of the Collateral so sold; and

(iii) subject to Section 5.8, the Debtor will be entitled to be credited with the actual
proceeds of any such sale, lease or other disposition only when such proceeds are

_ received by the Lender or the Receiver in cash; |

. to enjoy and exercise all of the rights and remedies of a secured party under the PPSA;

to dispose of all or any part of the Collateral in the condition in which it was on the date

' possession of it was taken, or after any commercially reasonable repair, processing or

.Preparation for disposition; :

0 sell or otherwise dispose of any part of the Collateral without giving any notice

hatsoever where: !

the Collateral is perishable; i

the Lender or the Receiver believes on reasonable grounds that the Collateral will

decline speedily in value; ]

the Collateral is of a type customarily sold on a recognized market;

the cost of care and storage of the Collateral is disproportionately large relative to

its value; '

every person entitled by law to receive a notice of disposition consents in writing

=i 10 the immediate dispositiop of the Collateral; or |

«the Receiver disposes of the Collateral in the course of the Debtor’s business;

€ account debtors or obligors under any Accounts of the assignment of such

o the Lender and to direct such account debtors or obligors to make payment

mounts due or to become due to the Debtor thereunder directly to the Lender,

0.81ve valid and binding receipts and discharges therefor and in respect thereof

Upon such notification and at the expense of the Debtor, to enforce collection of

'
!
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any such Accounts, and to adjust, settle or compromise the amount or payment
thereof, in the same manner and to the same extent as the Debtor might have done;

(1 to commence, continue or defend proceedings in any court of competent jurisdiction in
the name of the Lender, the Receiver or the Debtor for the purpose of exercising any of
the rights, powers and remedies set out in this Section, including the institution of
proceedings for the appointment of a receiver, manager or receiver and manager of the
Collateral; and [

{m) at the sole option of the Lender, provided notice is given in the manner required by the
PPSA to the Debtor and to any other person to whom ithe PPSA. requires notice to be
given, to elect to retain all or any part of the Collateral in satisfaction of the

~ Obligations. :

5.3 Special Rules re Accounts. After the security hereby constituted becomes enforceable,

(a) all Money or other form of payment received by the Debtor in respect of the Accounts
shall be received in trust for the benefit of the Lender hereunder, shall be segregated
from other funds of the Debtor and shall be forthwith' paid over to the Lender in the
same form as so received (with any necessary endorsement) to be held as cash
collateral and applied as provided by Section 5.8; and

(b) the Debtor shall not adjust, settle or compromise the amount or payment of any
Accounts, or release wholly or partly any account debtor or obligor thereof, or allow
any credit or discount thereon. ;

: eiver as Agent. The Receiver shall be deemed to be the agent of the Debtor for the purpose

establishing liability for the acts or omissions of the Receiver and the Lender shall not be liable
cts or omissions and, without restricting the generality of the foregoing, the Debtor
evocably authorizes the Lender to give instructions to the Receiver relating to the

ce of its duties as set out herein. '
!

penses of Enforcement. The Debtor shall pay to the Receiver the remuneration of the
d all costs and expenses (including, without Himitation, legal fees and disbursements
or and his own client basis) properly incurred by the Receiver pursuant to its
d the exercise of its powers hereunder, and shall pay to the Lender and the
, ired all amounts of money (including interest thereon) borrowed or advanced by
ithem pursuant to the powers set out herein, and the obligations of the Debtor to the
and-the Receiver pursuant to this Section 5.5 shall be payable on demand and shall bear
a1 annual rate equal to the Prime Rate plus three percent (3%), which interest shall be
mpounded monthly and payable on demand.

nd Releases. Either the Lender or the Receiver may grant extensions of time and

take and give up securities, accept compositions, grant releases and discharges,
f the Collateral to third parties and otherwise deal with the Debtor, debtors of
_and others and with the Collateral and other security as the Lender or the
t without prejudice to the Obligations or the right of the Lender and the
s, bold, collect and realize the Collateral.

flure to Exercise Remedies. The Lender and the Receiver shall not be liable
ebtor or to any other person for any failure to exercise any of the rights,
set out in Section 5.2, and shall not be bound to commence, continue or
or the purpose of preserving or protecting any rights of the Lender, the
ny other party in respect of the same. .

n. Subject to the claims, if any, of the prior secured creditors of the
ved by the Lender or by the Receiver pursuant to Section 5.2 shall be
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(a) first, in payment of all costs and expenses incurred by the Lender in the exercise of all
or any of the powers granted to it nnder this agreement and in payment of all of the
remuneration of the Receiver and all costs and expenses properly incurred by the
Receiver in the exercise of all or any of the powers granted to it under this agreement,
including, without limitation, the remuneration, cobts and expenses referred to in
Section 5.5; ‘;

(b) second, in payment of all amounts of money borrowed or advanced by either of the
Lender or the Receiver pursuant to the powers set out in this agreement and any

. interest thereon; :

(¢) third, in payment of the Obligations, provided that if there are not sufficient moneys to
pay all of the Obligations, the Lender may apply the moneys available to such part or
parts thereof as the Lender, in its sole discretion, may determine; and

(d) fourth, in payment of any surplus in accordance with applicable law.

5.9 Debtor Liable for Deficiency, If the monies received by the Lender or the Receiver pursuant to
- Section 5.2 are not sufficient to pay the claims set out in Section 5.8, the Debtor shall immediately
pay the Lender the amount of such deficiency. ’

5.10 Restriction on Debtor. Upon the Lender taking possession of the collateral or the
ppointment of a Receiver, all the powers, functions, rights and privileges of the Debtor or any
fficer, director, servant or :

nt of the Debtor with respect to the Collateral shall, to the extent permitted by law, be
pended unless specifically continued by the written consent of the Lender; however, all other
rs, functions, rights and privileges of the Debtor or auy officer, director, servant or agent of
ebtor shall be unaffected by such events. f

ights Cumulative. All rights and remedies of the Lender set out in this agreement shall be
tive and no right or remedy contained herein is intended to be exclusive but each shall be
tion to every other right or remedy contained herein or jn any existing or future security
t or now or hereafter existing at law or in equity or by statute. The taking of a judgment
with respect to any of the Obligations shall not dperate as a merger of any of the

preservation of any of the Collateral in the Lender’s possession if it takes such action

se as the Debtor requests in writing, but failure of the Lender to comply with any

hall not be deemed to be (or to be evidence of) a fajlure to exercise reasonable care,

of the Lender to preserve or protect any rights with respect to such Collateral

arties, or to do amy act with respect to the preservation of such Collateral not so

the Debtor, shall be deemed a failure to exercise reasonable care in the custody or
uch Collateral. » :

5:0f Sale. Without prejudice to the ability of the Lender to dispose of the Collateral in

hich is commercially reasonable, -the Debtor acknowledges that a disposition of
e Lender which takes place substantially in' accordance with the following
1l be deemed to be commercially reasonable:

ral may be disposed of in whole or in part; , .
urchaser or lessee of such Collateral may be a customer of the Lender;
tion may be for cash or credit, or part cash and part credit; and
der may establish a reserve bid in respect of all or any portion of the Collateral.

‘Debtor re: Receiver, The Debtor hereby irrevocably waives its right to make
y court with respect to the appointment, powers or remuneration of the
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