Court File No. 35-2199056

ONTARIO
SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF
BG FURNITURE LTD.
OF THE TOWN OF WALKERTON
IN THE PROVINCE OF ONTARIO

MOTION RECORD
(Returnable January 12, 2017)

January 10, 2017

TO:

FOGLER, RUBINOFF LLP
Lawyers

77 King Street West, Suite 3000
P.O. Box 95

TD Centre North Tower
Toronto ON M5K 1G8

Greg Azeff
gazeff@foglers.com

Stephanie DeCaria

sdecaria@foglers.com

Tel: 416-864-9700
Fax: 416-941-8852

Lawyers for BG Furniture Ltd.

TORKIN MANES LLP
Barristers & Solicitors

151 Yonge Street, Suite 1500
Toronto ON M5C 2W7

Jeffrey J. Simpson (39663M)

jsimpson@torkinmanes.com

Tel:  416-777-5413
Fax: 1-888-587-9143

Lawyers for Grenville Strategic Royalty Corp.



AND TO: AIRD & BERLIS LLP
Barristers and Solicitors
Brookfield Place
181 Bay Street, Suite 1800
P.O. Box 754
Toronto ON M5J 2T9

Ian Aversa
iaversa@airdberlis.com

Jeremy Nemers
jnemers@airdberlis.com

Tel: 416-863-1500
Fax: 416-863-1515

Lawyers for the Proposal Trustee, Collins Barrow Toronto Limited

AND TO: DEVRY SMITH FRANK LLP
Barristers & Solicitors
95 Barber Green Road, Suite 100
Toronto ON M3C 3E9

Christopher Statham

Tel: 416-446-5839

Fax: 416-446-5839
christopher.statham@devrylaw.ca

James Satin

Tel: 416-446-5820

Fax: 416-446-5820
james.satin@devrylaw.ca

Tel: 416-449-1400
Fax: 416-449-7071

Lawyers for Platinum Investment Group Inc.

AND TO: CNH INDUSTRIAL CAPITAL CANADA LTD.
4475 North Service Road
Burlington ON L7L 4X7

ANDTO: RPG RECEIVABLES PURCHASE GROUP INC.
300 - 221 Lakeshore Road East
Oakville ON L6J 1H7

Richard Sabourin

rick@rpgreceivables.com



3-

AND TO: SAUGEEN ECONOMIC DEVELOPMENT CORPORATION
515 Mill Street, P.O. Box 177
Neustadt ON NOG 2MO

Rose Austin
rose@sbdc.ca

AND TO: BRUCE COMMUNITY FUTURES DEVELOPMENT CORPORATION
233 Broadway Street
Kincardine ON N2Z 2X9

Barb Fisher
bfisher@bmts.com

AND TO: MANORHOUSE LIMITED
54 Cricklewood Crescent
Thornhill, ON L3T 479

AND TO: XEROX CANADA LTD.
33 Bloor Street E., 3rd Floor
Toronto ON M4W 3H1

Angeline Chikhalina

angeline.chikhalina@xerox.com

AND TO: BLUE CHIP LEASING CORPORATION
156 Duncan Mill Road, Unit 16
Toronto ON M3B 3N2

info@bluechipleasing.com

AND TO: HER MAJESTY IN RIGHT OF ONTARIO REPRESENTED BY THE
MINISTER OF FINANCE
5 Park Home Avenue, 2nd Floor
Toronto ON M2N 6W8§

-and -

MINISTRY OF FINANCE
Legal Services Branch

33 King Street West
Oshawa, ON L1H 8H5

Kevin O'Hara

Tel.: 905-433-6934

Fax: 905-436-4510

E-mail: kevin.ohara@ontario.ca



AND TO: DEPARTMENT OF JUSTICE
Ontario Regional Office
The Exchange Tower
130 King Street West
Suite 3400, Box 36
Toronto ON M5X 1K6

Diane Winters
Tel: 416-973-3172
diane.winters@justice.gc.ca

Tel: 416-973-4006
Fax: 416-952-0097

Lawyers for Canada Revenue Agency

AND TO: THORNTON GROUT FINNIGAN LLP
Barristers & Solicitors
Suite 3200, 100 Wellington Street West
P.O. Box 329
Toronto-Dominion Centre
Toronto ON MS5K 1K7

Asim Igbal
Tel: 416-304-0595
aigbal@tgf.ca

Tel: 416-304-1616
Fax: 416-304-1313

Lawyers for 2544311 Ontario Limited

AND TO: 2110785 ONTARIO LIMITED
75 Rideout Street
Walkerton ON NOG 2V0

AND TO: ADAM HOFMANN
75 Rideout Street
Walkerton ON NOG 2V0

AND TO: DIRK PETER NIELSON
75 Rideout Street
Walkerton ON NOG 2V0

AND TO: USW LOCAL 1-500
1100 Clarence Street S
Suite 104 Box 4
Brantford ON N3S 7N8



TABLE OF
CONTENTS



Court File No. 35-2199056

ONTARIO
SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF
BG FURNITURE LTD.
OF THE TOWN OF WALKERTON
IN THE PROVINCE OF ONTARIO

TABLE OF CONTENTS

Tab | Description Page No.

1 Notice of Motion dated January 10, 2017 1-30

2 Affidavit of Donnacha Rahill sworn January 10, 2017 31-38

A Exhibit “A” Corporation Profile Report of BG generated 39-44
January 10, 2017

B Exhibit “B” is a copy of the Notice of Intention to Make a Proposal dated 45 -52
December 14, 2016

C Exhibit “C” Endorsement of Justice Newbould dated 53-54
December 23, 2016

D Exhibit “D” - Loan and security documents 55-185

E Exhibit “E” — Personal Property Security Act Summary 186 - 190

F Exhibit “F” - Parcel Register 191 - 194

G Exhibit “G” - Adam Hofmann Affidavit sworn December 19, 2016, | 195-216
without exhibits

H Exhibit “H” - Demands and Notice of Intention to Enforce Security dated | 217 — 221
January 10, 2017

3 Consent to Act as Receiver dated January 9, 2017 222

4 Draft Order (Appointing Receiver) 223 -241




TAB 1



Court File No. 35-2199056

ONTARIO
SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF
BG FURNITURE LTD.
OF THE TOWN OF WALKERTON
IN THE PROVINCE OF ONTARIO

NOTICE OF MOTION

Grenville Strategic Royalty Corp., will make a Motion to a Judge of the Commercial List
on Thursday, January 12, 2017 at 10:00 a.m., or as soon after that time as the Motion can be heard

at the court house, 330 University Avenue, 7th Floor, Toronto, Ontario, M5G 1R7.

PROPOSED METHOD OF HEARING: The Motion is to be heard

[] in writing under subrule 37.12.1(1) because it is ;

[] in writing as an opposed motion under subrule 37.12.1(4);

[X] orally.

THE MOTION IS FOR:

(a) An Order abridging the time for service and filing of the within Motion, declaring
that service of this Motion has been validly effected on all necessary parties and

declaring that this Motion is properly returnable today;

(b)  An Order pursuant to sections 50.4(11), 69.4(a), (b) and 69 (2)(c) of the Bankrupitcy

and Insolvency Act R.S.C. 1985, ¢.B-3 (the “BIA”) terminating the period within

—n



(©)

(d)

(e)

R

which BG Furniture Ltd. (“BG™) (which filed a Notice of Intention to File a

Proposal on December 14, 2016) must put forward its proposal to creditors;

An Order pursuant to sections 243 (1)(a) and (b), 243 (1.1)(a) and (b) and 243 (6) of
the BIA and s. 101 of the Courts of Justice Act, R.S.0. 1990, c.C-43 appointing A.
Farber & Partners Inc. (“Farber”) as Court-Appointed Receiver over the assets and

undertaking of BG on the terms set out in the attached draft Order as Schedule “A”;

An Order pursuant to section 14.04 of the BIA substituting/appointing Farber as the
trustee in bankruptcy of BG, effective immediately upon the termination of BG’s

proposal as requested herein.

Such further and other Relief as to this Honourable Court may seem just.

THE GROUNDS FOR THE MOTION ARE:

®

€9

(h)

BG is an insolvent furniture manufacturer located in Walkerton, Ontario. On
December 14, 2016, BG filed a Notice of Intention to File a Proposal (“NOI”)
pursuant to the BIA and naming Collins Barrow Toronto Limited as Proposal

Trustee (in such capacity, the “Proposal Trustee™);

BG is a corporation incorporated pursuant to the laws of the Province of Ontario.
BG’s registered office is located at is production facility at 75 Ridout Street,

Walkerton, Ontario NOG 2VO0 (the “Facility”);

BG operates as a manufacturer of high-quality solid wood furniture. The business
(including its predecessors) has been in operation since 1927, and has

manufactured in the Facility since 1938;
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Prior to October 7, 2016, BG employed approximately 40 full time employees of
the full time employees, approximately 31 are hourly, unionized employees, who

are members of the United Steel Workers, Local 1-500;

On October 7, 2016, BG ceased ordinary course operations and laid off its
employees. As noted above, BG emerged with the business following a BIA
proposal process commenced by Bogdon & Gross Company Limited in 2014.
However, BG assumed an unsustainable amount of pre-filing indebtedness as part
of the purchase price for the assets, the cost of its lending arrangements was not

affordable and it had insufficient working capital to succeed,;

Dirk Nielson (“Nielsen”) and Adam Hofmann are BG’s directors. Mr. Hofmann is
BG’s President and Nielsen is BG’s Vice President. BG has no other officers or

directors;

BG has the following assets:

@A) The Facility and the lands upon which the Facility is located (the “Lands™);

(ii))  Equipment, which Mr. Hoffman estimates has a gross liquidation value of

approximately $470,000 (excluding leased equipment);

(iii) Raw materials and inventory, which Mr. Hofmann estimates has a gross

liquidation value of approximately $70,000; and

(iv)  Accounts receivable, in the amount of approximately $21,000.

Shortly after filing its NOI, on December 23, 2016, BG moved for approval of

interim financing and sale investment solicitation process, which motion was
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dismissed by this Honourable Court. The Endorsement of Mr. Justice Newbould in
respect of that motion containing the following statement: “it is apparent that any

Proposal would not succeed;”

As aresult of the dismissal of BG’s Motion, the DIP loan could not proceed and BG
has run out of funds to continue in operation. The facility is currently closed, and
has been for several months. There is an immediate need for a Court-Appointed
Receiver to take control of the premises, which are heated by means of a boiler,

heated by a wood stove, to preserve, market, and sell the assets located thereon;

Grenville, a secured creditor of BG, is owed $2,789,689.44 as of
November 31, 2016. Grenville is the senior, non-lease, secured creditor over the
equipment owned by BG (the “Equipment”). Grenville holds over 47% of the total
debt of the company, as shown on the creditors list attached to BG’s Notice of
Intention to Enforce Security, and nearly 50% of the total secured debt owed by the
company. Grenville is in a veto position with respect to any proposal that BG could

put forward;

BG is indebted to the Canada Revenue Agency in an amount of approximately

$49,983 in respect of unremitted employee source deductions;

BG owes an aggregate amount of approximately $420,000 in unsecured liabilities

to trade creditors;

BG owes an amount of approximately $250,222 in unpaid wages to its employees.

BG has reached with a the Union in respect of unpaid wages and other issues;
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BG has no unpaid pension contributions or accrued pension liabilities;

BG owns the Lands in Walkerton on which the Facility is located. Platinum
Investment Group Inc. (“Platinum”) holds the first-ranking mortgage security
against title to the Lands. Platinum is owed approximately $622,000. Grenville

does not hold mortgage security over the Lands and buildings;

Grenville and Platinum, the two senior-ranking secured creditors, collectively hold
over 60% of the entire indebtedness of the company, and an even-greater portion of
the secured debt of the company, are in agreement that they are not prepared to vote

for any proposal that BG could put forward;

No draft proposal or even a kernel of a proposal, has been put forward by the debtor
and there is no reason to believe that one will be put forward. The company is out of
operating cash and that there are no other investors currently prepared to fund

operations, or a proposal;

The initial 30-day stay period afforded to BG expires at midnight January 14,2017.
Accordingly, the stay of proceedings would only have lasted one more day,

(assuming this Motion is heard on January 13, 2017) in any event;

In the current situation, there is nothing to be achieved by continuing with the

proposal process and it should be terminated;

As aresult of the termination of the proposal process, BG will be deemed bankrupt,
and Collins Barrow Toronto Limited will automatically become its trustee in

bankruptcy. There will be no assets to be administered in the bankrupt estate and
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given the receivership requested herein, this will result in two separate licensed
trustees administering the bankruptcy and receivership, which is not cost effective

or desirable.

() Such further and other grounds as the lawyers may advise.

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

(aa)  The Affidavit of Donnacha Rahill sworn January 10, 2017;

(bb)  Such further and other evidence as the lawyers may advise and this Honourable

Court may permit.

January 10, 2017 TORKIN MANES LLP
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Toronto ON M5C 2W7
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SCHEDULE A

Court File No. 35-2199056

ONTARIO
SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF
BG FURNITURE LTD.
OF THE TOWN OF WALKERTON
IN THE PROVINCE OF ONTARIO

THE HONOURABLE ) THURSDAY, THE 12TH
)
JUSTICE ) DAY OF JANUARY, 2017
ORDER
(Appointing Receiver)

THIS MOTION made by Grenville Strategic Royalty Corp. 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”™)
and section 101 of the Courts of Justice Act, R.S.0. 1990, c. C.43, as amended (the “CJA”)
appointing A. Farber & Partners Inc. as receiver (in such capacities, the “Receiver” or “Farber”)
without security, of all of the assets, undertakings and properties of BG Furniture Ltd. (the
“Debtor”) acquired for, or used in relation to a business carried on by the Debtor, was heard this

day at 330 University Avenue, 7th Floor, Toronto, Ontario.

ON READING the Affidavit of Donnacha Rahill sworn January 10, 2017 and the Exhibits
thereto and on hearing the submissions of counsel for Grenville Strategic Royalty Corp., counsel
for the Debtor, counsel for Platinum Investment Group Inc. (“Platinum”) and counsel for the

Proposal Trustee and on reading the Consent of Farber to act as the Receiver,



SERVICE

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

dispenses with further service thereof.

APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 243(1) of the BIA and section 101 of the
CJA, Farber is hereby appointed Receiver, without security, of all of the assets, undertakings and
properties of the Debtor acquired for, or used in relation to a business carried on by the Debtor,

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;

(b) to receive, preserve, and protect the Property, or any part or parts thereof,
including, but not limited to, the changing of locks and security codes, the
relocating of 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;

8D



(d)

(e)

®

(&)

(h)

(@)

-3-

to enter into any agreements, incur any obligations, cease to carry on all or any part

of the business, or cease to perform any contracts of the Debtor;

to engage auctioneers, 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 continue the business of the Debtor or any part or parts thereof;

to receive and collect all monies and accounts now owed or hereafter owing to the
Debtor and to exercise all remedies of the Debtor in collecting such monies,

including, without limitation, to enforce any security held by the Debtor;

to settle, extend or compromise any indebtedness owing to the Debtor;

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 Debtor, 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 instituted with respect to the
Debtor, the Property or the Receiver, and to seitle or compromise any such

proceedings. The authority hereby conveyed shall extend to such appeals or
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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 advertising and soliciting offers in
respect of the Property, including by way of an on-site or off-site auction of 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:

1) without the approval of the Court in respect of any on or off-site auction(s)
of the equipment, inventory and raw materials, including office furniture

and equipment or any other personal property of the Debtor,

(i)  without the approval of this Court in respect of any transaction not
exceeding $50,000, provided that the aggregate consideration for all such

transactions does not exceed $250,000; and

(iii)  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.
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to apply for any vesting order or other orders necessary to convey the Property or
any part or parts thereof to a Purchaser or Purchasers thereof, free and clear of any

liens or encumbrances affecting such Property;

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

the Receiver deems advisable;

to register a copy of this Order and any other Orders in respect of the Property

against title to any of the Property;

to 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 Debtor;

to act as, or to enter into agreements with any Trustee in bankruptcy appointed in
respect of the Debtor, including, without limiting the generality of the foregoing,
the ability to enter into occupation agreements for any property owned or leased by

the Debtor;

to exercise any shareholder, partnership, joint venture or other rights which the

Debtor may have; and

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

performance of any statutory obligations.
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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 Debtor, and without interference from any other Person.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

4, THIS COURT ORDERS that (i) the Debtor, (ii) all of its 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.

5. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the
existence of any books, documents, securities, contracts, orders, corporate and accounting records,
and any other papers, records and information of any kind related to the business or affairs of the
Debtor, and any computer programs, computer tapes, computer disks, or other data storage media
containing any such information (the foregoing, collectively, the “Records”) in that Person’s
possession or control, and shall provide to the Receiver or permit the Receiver to make, retain and
take away copies thereof and grant to the Receiver unfettered access to and use of accounting,
computer, software and physical facilities relating thereto, provided however that nothing in this
paragraph 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

=,
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attaching to solicitor-client communication or due to statutory provisions prohibiting such

disclosure.

6. THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of 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 instructions on the use of any computer or other system and providing
the Receiver with any and all access codes, account names and account numbers that may be

required to gain access to the information.

NO PROCEEDINGS AGAINST THE RECEIVER

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

the written consent of the Receiver or with leave of this Court.
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NO PROCEEDINGS AGAINST THE DEBTOR OR THE PROPERTY

8. THIS COURT ORDERS nothing in this Order, or, specifically, paragraphs 10 and 11
below, shall stay or restrict the rights of Platinum to issue a Notice of Sale in respect of the real

property over which it holds mortgage security, or otherwise enforce same.

NO EXERCISE OF RIGHTS OR REMEDIES

9. THIS COURT ORDERS that all rights and remedies against the Debtor, 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 Debtor to carry on any business which the
Debtor is not lawfully entitled to carry on, (ii) exempt the Receiver or the Debtor from compliance
with statutory or regulatory provisions relating to health, safety or the environment, (iii) prevent
the filing of any registration to preserve or perfect a security interest, or (iv) prevent the

registration of a claim for lien.

10.  THIS COURT ORDERS that subject to paragraph 10 above no Proceeding against or in
respect of the Debtor 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 currently under
way against or in respect of the Debtor or the Property are hereby stayed and suspended pending

further Order of this Court.

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

18
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or permit in favour of or held by the Debtor, without written consent of the Receiver or leave of

this Court.

CONTINUATION OF SERVICES

12.  THIS COURT ORDERS that all Persons having oral or written agreements with the
Debtor or statutory or regulatory mandates for the supply of goods and/or services, including
without limitation, all computer software, communication and other data services, centralized
banking services, payroll services, insurance, transportation services, utility or other services to
the Debtor are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Receiver, and that the Receiver shall be entitled to the continued use of the Debtor’s current
telephone numbers, facsimile numbers, internet addresses and domain names, provided in each
case that the normal prices or charges for all such goods or services received after the date of this
Order are paid by the Receiver in accordance with normal payment practices of the Debtor 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 after the making of this Order from any
source whatsoever, including without limitation the sale of all or any of the Property and the
collection of any accounts receivable in whole or in part, whether in existence on the date of this
Order or hereafter coming into existence, shall be deposited into one or more new accounts to be
opened by the Receiver (the “Post Receivership Accounts”) and the monies standing to the credit

of such Post Receivership Accounts from time to time, net of any disbursements provided for

e 2
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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 Debtor shall remain the employees of
the Debtor until such time as the Receiver, on the Debtor’s 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 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 purchasers or bidders for the Property and to
their advisors, but only to the extent desirable or required to negotiate and attempt to complete one
or more sales of the Property (each, a “Sale”). Each prospective Purchaser or bidder to whom such
personal information is disclosed shall maintain and protect the privacy of such information and
limit the use of such information to its evaluation of the Sale, and if it does not complete a Sale,
shall return all such information to the Receiver, or in the alternative destroy all such information.
The Purchaser of any Property shall be entitled to continue to use the personal information
provided to it, and related to the Property purchased, in a manner which is in all material respects
identical to the prior use of such information by the Debtor, and shall return all other personal

information to the Receiver, or ensure that all other personal information is destroyed.

™o
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LIMITATION ON ENVIRONMENTAL LIABILITIES

16.  THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or collectively,
“Possession”) of any of the Property that might be environmentally contaminated, might be a
pollutant or a contaminant, or might cause or contribute to a spill, discharge, release or deposit of a
substance contrary to any federal, provincial or other law respecting the protection, conservation,
enhancement, remediation or rehabilitation of the environment or relating to the disposal of waste
or other contamination including, without limitation, the Canadian Environmental Protection Act,
the Ontario Environmental Protection Act, the Ontario Water Resources Act, or the Ontario
Occupational Health and Safety Act and regulations thereunder (the “Environmental
Legislation™), provided however that nothing herein shall exempt the Receiver from any duty to
report or make disclosure imposed by applicable Environmental Legislation. The Receiver shall
not, as a result of this Order or anything done in pursuance of the Receiver’s duties and powers
under this Order, be deemed to be in Possession of any of the Property within the meaning of any

Environmental Legislation, unless it is actually in possession.

LIMITATION ON THE RECEIVER’S LIABILITY

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 of its obligations under sections 81.4(5)
or 81.6(3) of the BIA or under the Wage Earner Protection Program Act. Nothing in this Order
shall derogate from the protections afforded the Receiver by section 14.06 of the BIA or by any

other applicable legislation.

Foos
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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 the Receiver’s Charge shall form a charge on the
Property in priority to all security interests, trusts, liens, charges and encumbrances, statutory or
otherwise, in favour of any Person, but subject to sections 14.06(7), 81.4(4), and 81.6(2) of the
BIA, save and except for the mortgage security held by Platinum, which shall not in any way be

“primed” or subsequent in priority to the Receiver’s Charge.

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

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

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.

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
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consider necessary or desirable, provided that the outstanding principal amount does not exceed
$100,000 (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 such 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 priority 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 save and except for the mortgage security
held by Platinum which shall not in any way be “primed” or subsequent in priority to the

Receiver’s Borrowing Charge.

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” hereto (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 pari passu basis, unless otherwise agreed to

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

N
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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 athttp://www.ontariocourts.ca/sc}/practice/practice-directions/toronto/e

-service-protocol/) shall be valid and effective service. Subject to Rule 17.05 this Order shall

constitute an order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure.
Subject to Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service
of documents in accordance with the Protocol will be effective on transmission. This Court further
orders that a Case Website shall be established in accordance with the Protocol with the following

URL ‘<@>".

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, any notices or other correspondence, by forwarding true
copies thereof by prepaid ordinary mail, courier, personal delivery or facsimile transmission to the
Debtor's creditors or other interested parties at their respective addresses as last shown on the
records of the Debtor and that any such service or distribution by courier, personal delivery or
facsimile transmission shall be deemed to be received on the next business day following the date

of forwarding thereof, or if sent by ordinary mail, on the third business day after mailing.
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GENERAL

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 Order shall prevent the Receiver from acting

as a Trustee in bankruptcy of the Debtor.

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

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

Canada.

31.  THIS COURT ORDERS that the Plaintiff shall have its costs of this motion, up to and
including entry and service of this Order, provided for by the terms of the Plaintiff’s security or, if
not so provided by the Plaintiff’s security, then on a substantial indemnity basis to be paid by the

Receiver from the Debtor’s estate with such priority and at such time as this Court may determine.

[
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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.

N
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SCHEDULE “A”
RECEIVER CERTIFICATE

CERTIFICATE NO.

AMOUNT §

1. THIS IS TO CERTIFY that A. Farber & Partners Inc., the receiver (the “Receiver”) of the
assets, undertakings and properties BG Furniture Ltd. acquired for, or used in relation to a business
carried on by the Debtor, including all proceeds thereof (collectively, the “Property”) appointed by
Order of the Ontario Superior Court of Justice (Commercial List) (the “Court”) dated the 12t day
of January, 2017 (the “Order”) made in an action having Court file number Court File No.
35-2199056, 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 onthe  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 the 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.
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1. All sums payable in respect of principal and interest under this certificate are payable at the

main office of the Lender at Toronto, Ontario.

2. Until all liability in respect of this certificate has been terminated, no certificates creating
charges ranking or purporting to rank in priority to this certificate shall be issued by the Receiver
to any person other than the holder of this certificate without the prior written consent of the holder

of this certificate.

3. 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.

4. 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 January, 2017.

A. Farber & Partners Inc., solely in its capacity as
Receiver and not in its personal capacity

Per:

Name:
Title:
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Court File No. 35-2199056

ONTARIO
SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF
BG FURNITURE LTD.

OF THE TOWN OF WALKERTON
IN THE PROVINCE OF ONTARIO

AFFIDAVIT OF DONNACHA RAHILL

I, Donnacha Rahill, of the City of Burlington, in the Province of Ontario, MAKE OATH

AND SAY:

1. I am the Chief Financial Officer of Grenville Strategic Royalty Corp. (“Grenville”), a
Creditor in this proceeding, and, as such have knowledge of the matters hereinafter deposed to,
either through my own knowledge or by informing myself with respect thereto, in which case I

have indicated the source of my information and belief.

2. I swear this Affidavit in support of a Motion to: (a) terminate the stay of proceedings
arising out of the December 14, 2016 filing by BG Furniture Ltd. (“BG”) of a Notice of Intention
to File a Proposal pursuant to the Bankruptcy and Insolvency Act (“BIA”); and (b) appoint a

Receiver over the assets and undertaking of BG.

3. BG is an insolvent furniture manufacturer located in Walkerton, Ontario I On
December 14, 2016, BG filed a Notice of Intention to File a Proposal (“NOI”) pursuant to the

BIAZ,

! Attached hereto and marked as Exhibit “A” is a copy of a Corporation Profile Report generated January 10, 2017.
? Attached hereto and marked as Exhibit “B” is a copy of the NOI dated December 14, 2016.
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Background

4. Based on an earlier Affidavit filed by Adam Hofmann a director and the President of BG

sworn December 19, 2016, I verily believe the following to be some of the relevant background

details with respect to this matter:

(2)

(b)

(©)

(d)

(e)

BG is a corporation incorporated pursuant to the laws of the Province of Ontario.
BG’s registered office is located at is production facility at 75 Ridout Street,

Walkerton, Ontario NOG 2VO0 (the “Facility™);

BG is the successor to Bogdon & Gross Furniture Company Limited, which filed a
Notice of Intention to File a Proposal under the BIA on March 4, 2014. BG
acquired the assets of Bogdon & Gross Furniture Company Limited through the
BIA proposal process, in consideration of, among other things, assumption of a

significant quantum of pre-filing indebtedness;

BG operates as a manufacturer of high-quality solid wood furniture. The business
(including its predecessors) has been in operation since 1927, and has

manufactured in the Facility since 1938;

Prior to October 7, 2016, BG employed approximately 40 full time employees of
the full time employees, approximately 31 are hourly, unionized employees, who

are members of the United Steel Workers, Local 1-500;

On October 7, 2016, BG ceased ordinary course operations and laid off its
employees. As noted above, BG emerged with the business following a BIA

proposal process commenced by Bogdon & Gross Company Limited in 2014.



®

)

(h)

(i)
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However, BG assumed an unsustainable amount of pre-filing indebtedness as part
of the purchase price for the assets, the cost of its lending arrangements was not

affordable and it had insufficient working capital to succeed;

On December 14, 2016, BG filed the NOI naming Collins Barrow Toronto Limited

as Proposal Trustee (in such capacity, the “Proposal Trustee”);

Dirk Nielson (“Nielsen”) and Adam Hofmann are BG’s directors. Mr. Hofmann is
BG’s President and Nielsen is BG’s Vice President. BG has no other officers or

directors;

BG has the following assets:

(1) The Facility and the lands upon which the Facility is located (the “Lands™);

(i)  Equipment, which Mr. Hoffman estimates has a gross liquidation value of

approximately $470,000 (excluding leased equipment);

(ili) Raw materials and inventory, which Mr. Hofmann estimates has a gross

liquidation value of approximately $70,000; and

(iv)  Accounts receivable, in the amount of approximately $21,000.

A Phase I survey of the Lands completed in April, 2014 identified a
low-to-moderate risk of environmental impact. The Lands have been subject to
almost 120 years of continues light industry on site. The Appraisal Report did not
incorporate any soil or other environmental testing. Any change of use of the Lands

may require environmental remediation;
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)] The 75,000 square foot main building at the Facility is heated with a wood-burning
boiler that is fed with production remnants. The operation of the boiler in cold
winter temperatures requires fuel, fuel delivery (since there are no production
remnants given that the company is not in business) and an operator who is familiar
with the operation of same. This would be highly impractical for almost any other
use of the building and would necessitate an extensive and expensive retrofit of the

building.

5. Pursuant to an Appraisal Report dated July 23, 2015, attached to Mr. Hofmann’s Affidavit,

the Lands were appraised at a market value of $825,000.

6. Mr. Hofmann states in his Affidavit that:

the estimated market value vastly overstates the gross proceeds that
would be realized in a liquidation or other enforcement process, as it
was made based on assumptions which would be inapplicable in
those circumstances. Specifically, the appraisal was made based on
continued owner-occupation and contribution of a rental
equivalency by the business, and assumed “highest and best use,”
and 8 to 10 month marketing process, and a transaction” ... .between
a willing buyer and a willing seller in an arm’s length transaction,
after proper marketing and where the parties had each acted
knowledgeably, prudently, and without compulsion.

The Filing of the NOI and the Failed DIP and SISP Motion

7. Shortly after filing its NOI, on December 23, 2016, BG moved for approval of interim
financing and sale investment solicitation process, which motion was dismissed by this
Honourable Court. The Endorsement of Mr. Justice Newbould?® in respect of that motion contains

the following statement: “it is apparent that any Proposal would not succeed.”

* Attached hereto and marked as Exhibit “C” is a copy of the endorsement of Justice Newbould dated
December 23, 2016.
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8. As a result of the dismissal of BG’s Motion, the DIP loan could not proceed and BG has
run out of funds to continue in operation. The facility is currently closed, and has been for several
months. There is an immediate need for a Court-Appointed Receiver to take control of the
premises (which are heated by means of a boiler system heated by a wood stove) to preserve,

market, and realize upon the assets located thereon.

Indebtedness in Favour of Grenville

9. Grenville, a secured creditor of BG, is owed $2,789,689.44 as of November 31, 2016.
Grenville is the senior, non-lease, secured creditor over the equipment owned by BG (the
“Equipment”). Grenville holds over 47% of the total debt of the company, as shown on the
creditors list attached to BG’s Notice of Intention to Enforce Security, and nearly 50% of the total
secured debt owed by the company. Grenville is in a veto position with respect to any proposal
that BG could put forward. Grenville’s loan and security documents®, as well as a summary of a

PPSA search’, are attached hereto as Exhibits D and E respectively.

Other Creditors

10.  According to Mr. Hofmann’s December 19, 2016 Affidavit:

(a) BG is indebted to the Canada Revenue Agency in an amount of approximately

$49,983 in respect of unremitted employee source deductions;

(b)  BG owes an aggregate amount of approximately $420,000 in unsecured liabilities

to trade creditors;

* Attached hereto and marked as Exhibit “D” is a copy of the loan and security documents.
® Attached hereto and marked as Exhibit “E” is a copy of the PPSA summary.
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(©) BG owes an amount of approximately $250,222 in unpaid wages to its employees.
BG has reached with a the Union in respect of unpaid wages and other issues;

(d)  BG has no unpaid pension contributions or accrued pension liabilities.

11.  BG owns the Lands in Walkerton on which the Facility is located®. I verily believe that
Platinum Investment Group Inc. (“Platinum”) holds the first-ranking mortgage security against
title to the Lands. Platinum is owed approximately $622,000. Grenville does not hold mortgage

security over the Lands and buildings.

Veto Position of the Creditors

12.  Based on a previous Affidavit filed by Stuart des Vignes, the Administrative Coordinator
of Platinum in response to the DIP/SISP Motion, I believe that Grenville and Platinum, the two
senior-ranking secured creditors, who collectively hold over 60% of the entire indebtedness of the
company, and an even-greater portion of the secured debt of the company, are in agreement that

they are not prepared to vote for any proposal that BG could put forward.

13.  No draft proposal or even a kernel of a proposal, has been put forward by the debtor and
there is no reason to believe that one will be put forward. The Affidavit material filed in support of
the Motion to approve the interim financing’ makes it clear that the company is out of operating
cash and that there are no other investors currently prepared to fund operations, or a proposal.
Mr. Hofmann has repeatedly made it clear to me that if Grenville or the other creditors wish to
keep the Facility heated and habitable, they will have to pay for same, as the company lacks the

funds to so (or any funds). It is evident that in these circumstances, the best interests of the

¢ Attached hereto and marked as Exhibit “F” is a copy of the Parcel Register.
7 Attached hereto and marked as Exhibit “G” is a copy of Adam Hofmann Affidavit sworn December 19, 2016.
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majority of stakeholders will be best served by the appointment of a Court-Appointed Receiver to

take control of the situation.

14.  The initial 30-day stay period afforded to BG expires at midnight January 14, 2017.
Accordingly, the stay of proceedings would only have lasted one more day, (assuming this Motion

is heard on January 13, 2017) in any event.

NITES Served by Grenyville

15.  On January 10, 2017, Grenville delivered to BG demand for repayment in full of its
indebtedness as well as a Notice of Intention to Enforce Security (“NITES”) pursuant to the BIAS,
These documents were delivered notwithstanding the existence of the stay of proceedings arising

from the filing of the NOI, on the basis of a consent requested from counsel for BG.

16. In the current situation, there is nothing to be achieved by continuing with the proposal

process and it should be terminated.

Form of the Receivership

17. There has been considerable discussions between the various secured creditors of BG in

respect to an orderly enforcement of the various security held by those parties.

18.  Ascan be seen from a review of the relevant searches attached hereto, different parties rank
first in priority to BG’s various asset classes. Specifically, it appears that Platinum ranks first in
priority as against the real property and Grenville ranks first in priority with respect to the

Equipment which is located on that property.

8 Attached hereto and marked as Exhibit “H” is a copy of the demands and NITES dated January 10, 2017.

(@
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19.  Grenville wishes to enforce its security against the Equipment of BG, primarily various
pieces of machinery that would be typically used by a factory of this size in the manufacturing of
furniture. I have spoken with a representative of a reputable auctioneer who has advised me that
removing the Equipment from the premises would be costly and potentially result in damage to the
structure. I anticipate that an on-site auction of that Equipment, with removal of same specified to
be at the expense of the purchaser, is the most expeditious way of enforcing Grenville’s security

against the Equipment in question.

Substitution of Trustee

20.  Grenville is also requesting that the Court substitute the proposed receiver A. Farber &
Partners Inc. as the bankruptcy trustee, in addition to being the Court-Appointed Receiver of BG.
Currently, Collins Barrow Toronto Limited is the Proposal Trustee and upon the bankruptcy of BG
would become BG’s trustee in bankruptcy. Grenville does not see it as desirable or cost effective
to have two different licensed trustees act as Receiver and trustee in bankruptcy in these

circumstances.

21. I make this Affidavit in good faith and for no other or improper purpose.

SWORN BEFORE ME at the City of )
Toronto, in the Province of Ontario on 1
January 10, 2017 )
\ §
/ {\?} Svwn ”f%;v\l\m %\1&5\%&
Commisgioner for Taking Affidavits DONNACHA RAHILL
\\j (or as may be)

RCP-E 4D (July 1, 2007)
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Request iD: 019780179 Province of Ontario
Transaction ID: 63218188

Category ID:  UN/E

Ministry of Government Services

CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

2404489
Corporation Type Corporation Status
ONTARIO BUSINESS CORP. ACTIVE

Registered Office Address

75 RIDOUT ST

WALKERTON
ONTARIO
CANADA NOG 2V0

Mailing Address

75 RIDOUT STREET
P.O. BOX 1240
WALKERTON

ONTARIO
CANADA NOG 2V0

Activity Classification

NOT AVAILABLE

BG FURNITURE LTD.

Number of Directors
Minimum

00001 00015

Maximum

Date Report Produced: 2017/01/10
Time Report Produced: 08:29:54

Page:

Date Amalgamated

NOT APPLICABLE

New Amal. Number

NOT APPLICABLE

Revival Date

NOT APPLICABLE

Transferred Out Date

NOT APPLICABLE

EP Licence Eff.Date
NOT APPLICABLE

Date Commenced
in Ontario

NOT APPLICABLE

1

Incorporation Date

2014/01/23

Jurisdiction

ONTARIO

Former Jurisdiction

NOT APPLICABLE

Amalgamation Ind.

NOT APPLICABLE

Notice Date

NOT APPLICABLE

Letter Date

NOT APPLICABLE

Continuation Date

NOT APPLICABLE

Cancel/lnactive Date

NOT APPLICABLE

EP Licence Term.Date
NOT APPLICABLE

Date Ceased
in Ontario

NOT APPLICABLE

40



Request ID: 019780179
Transaction ID: 63218188
Category ID:  UN/E

Province of Ontario
Ministry of Government Services

CORPORATION PROFILE REPORT

Ontario Corp Number

2404489

Corporate Name History

BG FURNITURE LTD.

Current Business Name(s) Exist:

Expired Business Name(s) Exist:

Administrator:
Name (Individual / Corporation)

ADAM

M.

HOFMANN

Date Began First Director
2014/01/23 NOT APPLICABLE
Designation Officer Type

DIRECTOR

Corporation Name

BG FURNITURE LTD.

Effective Date

2014/01/23

NO
NO

Address

257 4TH STREET CRESCENT

HANOVER
ONTARIO
CANADA N4N 389

Resident Canadian

Y

Date Report Produced: 2017/01/10
Time Report Produced: 08:29:54
Page: 2
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Page: 3

CORPORATION PROFILE REPORT

Ontario Corp Number

2404489

Administrator:
Name (Individual / Corporation)

ADAM
M.
HOFMANN

Date Began
2014/01/23
Designation

OFFICER

Administrator:
Name (Individual / Corporation)

DIRK
P.
NIELSEN

Date Began
2014/01/23
Designation

DIRECTOR

First Director

NOT APPLICABLE
Officer Type
PRESIDENT

First Director
NOT APPLICABLE

Officer Type

Corporation Name

BG FURNITURE LTD.

Address

257 4TH STREET CRESCENT

HANOVER
ONTARIO
CANADA N4N 389

Resident Canadian

Y

Address

302 WESTWOOD DRIVE

WALKERTON
ONTARIO
CANADA NOG 2V0

Resident Canadian

Y
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Transaction ID: 63218188 Ministry of Government Services Time Report Produced: 08:29:54
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CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

2404489 BG FURNITURE LTD.

Administrator:

Name (Individual / Corporation) Address
DIRK
P. 302 WESTWOOD DRIVE
NIELSEN
WALKERTON
ONTARIO
CANADA NOG 2v0
Date Began First Director
2014/01/23 NOT APPLICABLE
Designation Officer Type Resident Canadian

OFFICER VICE-PRESIDENT Y



Request ID: 019780179 Province of Ontario Date Report Produced: 2017/01/10
i Time Report Produced: 08:29:54
5

Transaction |D: 63218188 Ministry of Government Services

Category ID:  UN/E Page:

CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

2404489 BG FURNITURE LTD.

Last Document Recorded

Act/Code Description Form Date

CIA ANNUAL RETURN 2014 iCc 2015/06/06 (ELECTRONIC FILING)

THIS REPORT SETS OUT THE MOST RECENT INFORMATION FILED BY THE CORPORATION ON OR AFTER JUNE 27
DATE AND TIME OF PRINTING. ALL PERSONS WH

IN THE ONTARIO BUSINESS INFORMATION SYSTEM AS AT THE
CURRENT DIRECTORS OR OFFICERS ARE INCLUDED IN THE LIST OF ADMINISTRATORS.

ADDITIONAL HISTORICAL INFORMATION MAY EXIST ON MICROFICHE.

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

1992, AND RECORDED
0 ARE RECORDED AS
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This 1s Exhibit “B” referred to in the Affidavit of Donnacha Rahill
sworn January 10, 2017
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District of:
Division No. -
Court No.
Estate No.
-FORM 33 -
Natice of Intention To Make a Praposal
(Subsection 50.4(1) of the Act)
Take notice that;

1, |, BG Furnlture Lid., an insolvent person, state, pursuant to subsection 50.4(1) of the Act, that | intend to make a proposal to my
creditors,

2. Collins Barrow Toronto Limited of 11 King Streat W., Suite 700, Box 27, Torontp, ON, M&H 4C7, a licensed truslee, has
consented to act as trustee under the proposal. A copy of the consent Is attached.

3. Alist of the names of the known craditors with claims of $250 or more and the amounts of their claims Is also attached.

4. Pursuant to section 69 of the Act, all proceedings against me are stayed as of the date of filing of this notice with the offical
receiver in my locality.

Dated at the City of Toronto In the Province of Ontario, this 14th day of December 2016.

) : % Fumilturs Lid.
solvent Person

To be completed by Official Receiver:

Flling Date Official Receiver
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District of:

Division No. -
Court No.
Estate No.
-FORM 33 -
Notice of Infention To Make a Proposal
(Subsection 50.4(1) of the Act)
List of Creditors with claims of $250 or more,
Creditor Address Account# Claim Amount
2110785 ONTARIO Inc. PO Box 1240 836,785.42
Adam Hofmann and Dirk 75 Ridout Street
Nielsen Walkerton ON NOG 2V0
2544311 Ontario Limited 77 King Strest West - 3000 40,255.13
Jian Jun Rong TD Centre North Tower
Toronto ON M5K 1G8
All Team Glass & Mirror Ltd 281 Hanian Rd 1,830.50
Woodbridge ON L4L 3R7 .
B & E Ironworks 60 Citation Dr 1,210.95
Concord ON L4K 2W9
Biesse Group Canada Mirabel QC J7J 0G2 460.64
Blue Chip Leasing 156 Duncan Mill Rd 14,798.00
Unit16
Toronto ON M3B 3N2
Bruce Community Futures P.O. Box 208 332,000.00
Development 233 Broadway
Barb Fisher Kincardine ON N2Z 2X9
CA Spencer Laval QC H7P 1T4 13,678.00
Carver Cablnetry 7 Palmer Street East 9,661.50
Box 609
NORWICH ON NOJ 1P0
Cherry Forest Producls 24 Kerr Cres 2463.32
Puslinch ON NOB 2J0
CNH Capital PO Box 5334 43,804.00
Burlinglon ON L7R 428

Page 2 of 6
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District of:

Division No. -
Court No.
Estate No.
-FORM 33 -
Notice of intention To Make a Proposal
(Subsection 50.4(1) of the Act)
List of Creditors with claims of $250 or more.
Creditor Address Account# Claim Amount
Collins Barrow SGB LLP P O Box 129 7,452.29
T Victoria St 8 .
Walkerton ON NOG 2V0
Commissions 86,621.61
Dg Jong Enterprises Inc. PO Box 39, 13,106.41
RR3
Norwich ON NOJ 1P0
Dunsmore Wearing LLP Suite 4410 4,101.34
PO Box 372
Toronto ON M5L 1G2
Excel Dowel & Wood Product | 800 Baker Drive 316,00
ltasca [L 60143 USA
Folmer & Phillipp! 1700 20th Street East 5,789.53
Owen Sound ON N4K 5W8
Georglan Bay Fire & Safety P O Box 460 1,306.28
9184 Twiss Rd
Campbelivile ON LOP 180
Goodfeliow 90 Snow Bivd, 9,340.86
Concord ON LAK 4A2
Grenvifle Strategic Royalty 220 Bay Strest 2,789,680.00
Corp Suite 550
Donnacha Rahlll Toronto ON M5J 2W4
Hettich Canada LP 27052 Network Place 4,685.33
Chicago 1L 60673-1270
Holland PO Box 9021 704.85
700 S Waverly Rd
Holland M! 49422-9021 USA
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District of:

Division No. -

Court No.

Estate No.

-FORM 33 -
Notice of Intention To Make a Proposal
(Subsection 50.4(1) of the Act)
List of Creditors with claims of $250 or more.
Creditor Address Account# Claim Amount

Holst Office Supplies PO Box 218 2,548.57
Walkerton ON NOG 2V0

Homag Canada Inc 5090 Edwards blvd. 870.81
Mississauga ON L5T 2W3

LeanPack 15825 Marsh Hill Rd 5,970.61
Port Perry ON LOL 121

Master Finishing Supplies PO Box 866 5§65.67
135 Ormont Drive, Unit 22
Beston ON LOG 1AD

Matt'rs Cabinetry By Design 75 Kimball Rd. 2,712.00

: Wallaceburg ON N8A 4L.2

Minister of Finance - EHT PO Box 620 829530971TE0001 20,369.61
33 King Street West
Oshawa ON L1H 8E9

Municipality of Brockton - Prop | PO Box 68 41-04-360-006-18600-000 15,458.60

Taxes 100 Scott Strest 0 '
Walkerton ON NOG 2V0

National Compressed Air 376 Sovereign rd. 48145
London ON N6M 1A5

Olympic Forest 39 Erin Park Dr 26,948.23
Erin ONNOB 1T0

Ottens Products 11555 NE Sumner Strest 790.00
Portland OR 97220 USA

Paliet Valo LLP Lawyers & Trade-Mark Agents 92,130.00
300-77 City Centre Dr. West Towsr
Mississauga ON L5B 1M5
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District of:

Division No. -
Court No.
Estate No.
- FORM 33 -
Notice of Intention To Make a Proposal
{Subsection 50.4(1) of the Act)
List of Creditors with claims of $250 or more.
Creditor Address Account# Claim Amount
Platinum Investment Group '896 Brock Rd, Unit 1 622,312.00
Inc. Pickering ON L1W 129
Stuart des Vignes _
Receiver General - Source 875 Heron Rd 82953 0971 RPO0O1 49,983.00
Deductions Ottawa ON K1A 1B1
Richelleu Hardware 7900 Henri-Bourassa Ouest 5,671.83
Salnt Laurent QC H4S 1v4
RPG Receivables Inc. 300 - 221 Lakeshore Road East 10,120.00
Kevin Fagundes Oakville ON L6J 1H7
Saugesn Economlc PO Box 177 332,000.00
Development Corp. 515 Mlli Stest
Rose Austin Neustadt ON NOG 2M0
Seradex Manufacturing 4460 Harvester Rd 2,000.00
Software Burlington ON L7L 4X2
Skyline Elevator Inc 410 Industrial Rd 31,245.00
London ON N4V 1T5
Technical Touch Repairs 24 Loma Drive 1,095.58
Stoney Creek ON L8G 2W7
TICC The Intemational Centre 8,660.00
Anne Larocque 120-6800 Airport Rd
Mississauga ON L4V 1E8
Unlon Gas P O Box 2001 341,92
Chatham ON NTM 5M1
USW Local 1100 Clarence 5t S. 10,009.44
Suite 104
Brantford ON N3S 7N8
Wages and accrued vacation 250,222,29

a2 gL
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District of:
Division No. -
Court No.
Estate No.
-FORM 33 -
Notice of Intention To Make a Proposal
{Subsection 50.4(1) of the Act)
List of Creditors with claims of $250 or more,
Creditor Address Account# Claim Amount

Waste Managememt 219 Labrador drive 3,222.68

Waterioo ON N2K 4m8
Weber Supply Co 1830 Strasburg Rd 1,445.91

Kitchener ON N2R 1E9
Wightman Telecom - PO Box 70 658,08
Telephone Clifford ON NOG 1M2
wsiB PO Box 4115, Stn A 5651624 42,900.76

) Toronto ON M5W 2v3

Xerox Canada PO Box 4539 Sin A 2,953.00

Toronto ON M5W 4P5

Total 5,763,837.00

Page 6 of 6
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g 4 E industry Canada Industrie Canada
Office of the Superintendent  Bureau du surintendant
of Bankruptcy Canada des faillites Canada

District of Ontario

Division No. 04 - Owen Sound

Court No. 35-2199056

Estate No. 35-2199056
In the Matter of the Notice of Intention to make a
proposal of:
BG Furniture Ltd.
insolvent Person

COLLINS BARROW TORONTO LIMITED
Licensed Insolvency Trustee

Date of the Notice of Intention: December 14, 2016
FICATEOF F F ICE OF INT T KE A POSA
Subsection 50.4 (1)

I, the undersigned, Official Receiver in and for this bankruptcy district, do hereby certify that the aforenamed
insolvent person filed a Notice of Intention to Make a Proposal under subsection 50.4 (1) of the Bankruptcy and
Insolvency Act.

Pursuant to subsection 69(1) of the Act, all proceedings against the aforenamed insolvent person are stayed as of
the date of filing of the Notice of Intention.

Date: December 14, 2016, 12:11

E-File/Dép6t Electronique Official Receiver

Federal Building - London, 451 Talbot Street, Suite 303, London, Ontario, Canada, NS6ASCS, (877)376-9902
(T
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This is Exhibit “C” referred to in the Affidavit of Donnacha Rahill
sworn January 10, 2017

Commi;‘{io et; Jfor Taking Affidavits (or as may be)

53



IN THE MATTER OF THE PROPOSAL OF BG FURNITURE LTD.
OF THE TOWN OF WALKERTON IN THE PROVINCE OF ONTARIO

PR, FI O (

Court File No.
Court No. 35-219905
Estate No. 35-219905

%2‘(9‘*}2‘\ )/77/ 213/%

\ Y
unors faafoss 1 750 E0
1550 S TRhatb - .

AWVM)MMNFW
—ﬂf\, %//W

ONTARIO
SUPERIOR CGURT OF JUSTICE
(COMMERCIAL LIST)

Proceedings commenced at Toronto

\

MOTIGN RECORD
(Motion Returnable December 22, 2016)

Fogler, Rubinoff LLP
77 King Street West
Suite 3000, PO Box 95
TD Centre North Tower
Toronto, ON M5K 1G8

Greg Azeff (LSUC #45324C)
Email: gazeffi@foglers.com

Stephanie DeCaria (LSUCH# 68055L)
Email: sdecaria@foglers.com

Tel:
Fax:

(416) 864-9700
(416) 941-8852

Lawyers for the Moving Party, BG Furniture Ltd.
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This is Exhibit “D” referred to in the Affidavit of Donnacha Rahill
sworn January 10, 2017
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UNLESS PERMITTED UNDER SECURITIES LEGISLATION, THE HOLDER OF THIS SECURITY,
AND ANY SECURITIES ISSUED ON CONVERSION HEREOF, MUST NOT TRADE THE
SECURITY.BEFORE THE DATE THAT IS 4 MONTHS AND A DAY AFTER THE LATER OF (I)
OCTOBER 30, 2015, AND (1) THE DATE THE ISSUER BECAME A REPORTING ISSUER IN ANY
PROVINCE OR TERRITORY. CLAUSE (I} WILL NOT APPLY IF THE ISSUER BECOMES A
REPORTING ISSUER BY FILING A PROSPECTUS AFTER OCTOBER 30, 2015 IN ANY OF THE
PROVINCES OF ALBERTA, BRITISH COLUMBIA, SASKATCHEWAN, MANITOBA, ONTARIO,
QUEBEC, NEW BRUNSWICK OR NOVA SCOTIA AND IS A REPORTING ISSUER IN A
JURISDICTION OF CANADA AT THE TIME OF THE TRADE.

CONVERTIBLE PROMISSORY NOTE
BG FURNITURE LTD.
Incorporated under the laws of the Province of Ontario

PRINCIPAL AMOUNT: CDN$100,000
(the "Principal Amount'")

BG FURNITURE LTD. (the "Company"), for value received, acknowledges itself indebted and
hereby promises to pay to Grenville Strategic Royalty Corp. (the "Holder") on the Maturity Date (as
hereinafter defined) or such carlier date as the Principal Amount and all accrued but unpaid interest
thereon may become due and payable (including in connection witht the occurrence of an Event of
Defautlt), or otherwise converted into Preferred Shares of the Company, subject to and in accordance with
the terms, conditions and provisions of Schedule "A" atinched hereto and forming a part hereof, the
Principal Amount and any accrued but unpaid interest thereon at the principal offices of the Holder in the
City of Toronto, Ontario, or such other place as may be designated by the Holder from time to time by
notice in writing to the Company (together with all costs and expenses which may become payable to the
Holder in accordunce with Schedule "A" attached hereto). The Principal Amount oulstanding at any time,
and from time to time, and any overdue interest thereon, shall bear interest at a rate of 8% per annum,
oacerued daily. Interest on the Principal Amount shall be calculated from the date of this Note and
compounded annuatly, and shall be calculated on the portion of the Principal Amount that remains
unpaid, both before and after maturity, default or judgment, and on any overdue interest, until fully paid,
on the basis of the actual number of days for which the Principal Amount is outstanding computed on the
basis of a year of 365 days, or 366 days in the case of a leap year. Any accrued and unpaid interest on the
Principal Amount owing to the Holder shall be due and payable, or otherwise converted, in accordance
with the terms, conditions and provisions of Schedule "A" attached hereto.

By its execution hereof, the Company and the Holder acknowledge and agree to the terms and
conditions hereof, including the terms of Schedule "A” hereto.



i

IN WITNESS WHEREOF, the Company and the Holder have caused this Note to be exccuted as
of October 30, 2015,

BG FURNITURE LTD.

~3



TABLE OF CONTENTS TO SCHEDULE "A"

T SRPRETATION .
.

Lol DD IMIHONS vt e errerereeeeeinesreeeessreees vbeakeebeme has180b00vARER YT RRE LR $ 22000 A0 1R L40DERULES (64 ATASLATE S0 RBRLD 048 P ORI YRRV RISEIAS

1.2 IMEIPIELALION .ovoucurrriiisirsrresitssiseriisresstonmersasssnsnnars s st assensnesseses satsnsavesbeas saasis 1ok sorssat nsece s sesabnssmssesarsscns

1.3 Hendings, BLC........voorversvvoimsistrrstesensnmensrarsins cosentsnsatopossosiins 00 ssssas savansss sensnes avassasy soss ansss sonema snsssrsees

1.4 Day Not a Business Day ...t st o i satemsmes srseass

1.6 IDECIESL.ecisieiviessrrescinrsstassivrisssssarertnsvsnovbarisaaes cus sesivnsansssuesonsae ke ssesh dornreshndastses §ssaestsssessredrbbacinsnsansioss
1.7 PIOPAYIMICNE oeic . eeieereernecnceusromesurrenbensannsbin sayes s sastsassosassnrs et 48 obnaneyorns aserss £v FHvRD S ¥k L8 SN RATEAF LR RIALS SR IS0 RRLRSE

2.1 COVENANLS 1oovviiiniirreisisesnieninrsesearensesscnrmon casnis e eastyssshepoms SKnssev 10540 0strs saasubos 5SS 6203 A 2SI ESSRO LSRRI sOsTRS L VIR POS
3.1 Optional Convetsion prior to Maturity Date ..........ccoiimencimmcmenioimtos s oo s e sessersass
3.2 WHhOIE SRAres OnlY ..o i tonsmmammasntnsm s b sinsone srostshins vvstssssesbits shasssiens besosinss
3.3  No Requirement to Issue Fractional Shares.......comnmmssnonenne crnvs
34  Company to Create Preferred SHAres.....c .o s itsesin s ssisess st sssvasis i srsse srsassinsssens
3.5 COTPOTALE ABIEOIMIENLS oc.cruereeresrisiarsrsunsins cessan b esserasesssobonssnins sos soun AR EsTaINS bW s suRIREORINE (RF SRS S ass0a00TRS

s
3.6 ACJUSTICIES .ovisvsiniecsrasetaasrasmaissinsvimessanssayessaboned s raassmsses s ims 46n Kb onsa 4w are shE €2 EIRSTATERIIR SRS HEb B b smbrans

4.1 Events Of DefAUll.........ccimrmrrnsranmrimas es srrsasiosis oo s staresansostiossssassssres s 4ssissmeensisssniossivarbsesssons 8
4.2  Consequences of an Event of Defaull......covivricrimmmmsimmmsismsssenmessssrissasnremssnsinessone 10
4.3 Costs OFf ReliZAtiOMtuurscrriensiorienionseimronsimsns s sronsirssonsmssrssssssrassonsavssnrerassnasses ssrmesesnssnsssssonunraassesee 1 0
ARTICLE 5 MISCELLANEOQUS......cccmsteverscisrasertnsss et immriont saxinst suassassasisassans soranests seststsntont ssnasnentrrsagarsne 10
5.1 DISCRAIEE vcivvreirecusensnnsbeinssostarsisessinsessrrsrerssnssssstuesass s essis s kes sasssasssassab s sussass ebtasassinsirarsevsncantssses 1O
5.2 WAIVEL o iirinsesinnerarenesonsinastass s nsssuss asasensiss siesos s assnars fon sunsopapssmsvasisas .10
5.3  No Merger or Novation ....c.cover : beanssns wreravsrnssvsssnssensstonsarsontaamnes 10
5.4  GOVEINING LAW...c..oiiiiniercnniiocs s aressneg s sssmesc st aessassenas s st sbessssss ssvasnosasssssashsmmas s snstsrarsasnr 1 |
5.5  NOtICES...ccooevereriveerrrrarranens
5.6  Time of the BSSeNCe.......ciimmmnsimenmsmnisimivimmasiaasmssoesisns s astrosomssoc i | 1
5.7 Maximum Rate Permitted DY LAW. v cmcvarmromsrimmmsinmsesgessreassmsmsersss ss sveesssssassosssomsaesscsss 1 1
5.8 NOPAMNErship.....cocovconincinmneerensinscrenrarisnsnsm v ons s e sscamssmsonssssoansesssvansnn 1 1
5.9 Invalidity of any Provisions. ... st s messvas serisssassssnamngsssnss 1 |
5.10 Specific PerfOrmance. au mremmermmsmmsinsossersen e rnoarssson srorrssmansaessessusnesens 12
5.11 Successors and Assigns, €1C.....omtecmisirons v ruroras - 12
512 Amendments.....iwei mecomeasiznn drvsnnaress ORI reermerivianinimasisiarsarereine 12
513 EXPENSES...occorerernirnennrassrsinemissrcess s eensrarasevesn rissesyasesanesssssmasmssssvassssaendaan sasssnsan SN 12
5,14 COUNEIPALLS 1uoneeersrivrieeevosinsortosssonessessassrsssssastsesass dess stmeasmssssss asinsaerssrsatsssanssss sntssisdspesensorssisesasnsses 1.2

GO0 WS SR EWWNDDRNNRNDN N -~ —

I
ey
s



SCHEDULE "A"
The following conditions are applicable to the Convertibie Promissory Note of BG Furniture Ltd.

ARTICLE 1
INTERPRETATION

1.1 Definitions

In this Note, unless there is something in the subject matter or context inconsistent therewith, the
expressions following shall have the following meanings, namely:

“this Note", "the Note", "Notc", "hereto”, "herein”, "hereby", "hercunder”, "hereof' and similar
expressions refer to the Note represented hereby and not to any particular Article, Section, subsection,
clause, subdivision or other portion hereof and include any and every instrument supplemental or
ancillary hereto and every Note issued in replacement hereof;

"Business Day" means a day which is not a Saturday or Sunday or a civic or statutory holiday in the
Province of Ontario;

"Common Shares" mans the common shares of the Company;

"Company” means BG Furniture Ltd., a body corporate incorporated pursuant to the laws of Province of
Ontario, and includes any successor corporation to or of the Company within the meaning of Section

5.15;

"Conversion Price" means $1,667 per Preferred Share, as the same may be adjusted from time to time in
accordance with the terms of this Note;

"Event of Default” means any event specified in Section 4.1 which has not been waived, cured or
remedied in accordance with the terms hereof;

"General Security Agreement" means the general security agreement dated September 2, 2015 executed
and delivered by the Company to Grenville Strategic Royalty Corp,;

"Holder" means the Person from time to time registered as the holder of this Note;

"Maturity Date" means October 31, 2016;

"QOutstanding Amount” means, at any given time, the Principal Amount then outstanding and all accrued
but unpaid interest thereon;

"Person” means any individual, sole proprietorship, partnership, firm, entity, unincorporated association,
unincorporated syndicate, unincorporated organization, trust, body corporate or governmental authority,
and where the context requires, any of the foregoing when they are acting as trustee, executor,

administrator or other legal representative;
"Principal Amount” means the principal amount of this Note as set forth on the face page hereof}

"Royalty Purchase Agreement" means the amended and restated royalty purchase agreement between
the Company and Grenville Strategic Royalty Corp. dated September 2, 2015; and



"Subsequent Instailment” has the meaning ascribed to such term in the Royalty Purchase Agreement.

1.2 Interpretation
Words importing the singular number only shall include the plural and vice versa and words
importing the masculine gender shall include the neuter or the feminine gender and vice versa.
1.3 Headiungs, Etc.

The division of this Note into Sections and the insertion of headings are for convenience of
reference only and shall not affect the construction or interpretation of this Note. The terms "hereof”,
"hereunder" and similar expressions refer to this Note and not to any particular Section or other portion
hereof and include any agreement supplemental hereto. Unless something in the subject matter or context
is inconsistent therewith, reference herein to Sections are to Sections of this Note.

14 Day Not a Business Day

In the event that any day on or before which any action is required to be taken hereunder is not a
Business Day, then such action shall be required to be taken on or before the requisite time on the next
succeeding day that is a Business Day.

1.5 Currency

All references to currency herein shall be to lawful money of Canada.

1.6 Interest

Interest as calculated under this Note will be payable annually in arrears commencing on January
2, 2016 (and thereafter on January 2 of each calendar year until the Outstanding Amount is fully repaid or
otherwise converted in accordance with the terms of this Note).

1.7 Prepayment

The Principal Amount of, and interest on, this Note may not be prepaid by the Company, in
whole or in part, without the prior written consent of the Holder.

ARTICLE 2
COVENANTS

2.1 Covenants

For So long as any portion of the Outstanding Amount remains outstanding, the prior written
consent of the Holder shall be required before any of the following actions are or may be taken (whether
directly or by amendment, merger, consolidation or otherwise):

(a) the payment or declaration of any dividend or other distribution by the Company;

®) the entering into by the Company of any contract involving payments by the Company
individually in excess of $50,000 or in the aggregate in excess of $100,000, or the
making of any capital expenditure, individually or in the aggregate, in excess of
$100,000;

2



©)

(d)

(®

®
®
(h)
M
)]

L)

the Company creating any subsidiary or establishing, acquiring or otherwise becoming
involved in any corporate entity or any partnership, joint venture or similar arrangements
outside the ordinary course of business, or the Company entering into any advisory
agreement or other form of agreement in contemplation thereof;

the Company incurring any indebtedness (other than trade payables in the ordinary course
of business) or granting goarantees in excess of $100,000 outside the ordinary course of
business, or permitting the creation of liens on the Company's assets (except for
customary, permitted liens); '

the issuance by the Company of any shares or other securities of the Company (including
any securities or other rights convertible into shares of the Company), other than
issuances made pursuant to the conversion of convertible securities of the Company
outstanding as of the date hereof;

the creation of any new class or series of shares of the Company;

the granting of any options by the Company;

any change to the primary line of business of the Company or the making of any other
material change to the Company's business;

any increase or decrease in the number of members of the Board;

the entering into or completion by the Company of any merger, amalgamation,
arrangement, other corporate reorganization, including a recapitalization, change of
control or any transaction in which all or a material portion of the assets of the Company
or any of its subsidiaries are sold, leased, exchanged, transferred or exclusively licensed,
or any liquidation, dissolution or winding up of the Company or any of its subsidiaries; or

the completion of any sale, lease, exchange, transfer or other disposition or license of any
assets of the Company outside the ordinary course of business.

ARTICLE 3
CONVERSION

31 Optional Conversion prior to Maturity Date

At any time during the period commencing on July 1, 2016 and ending at 11:59 p.m. (Toronto
time) on the date immediately prior to the Maturity Date, the Holder may in its sole discretion elect to
convert the Outstanding Amount (in whole and not in part) into:

(a)

additional royalty interests of the Company pursuant to and in accordance with the terms
of the Royalty Purchase Agreement on the basis that, upon such conversion, for the
purposes of the Royalty Purchase Agreement, the Outstanding Amount will be deemed
for all purposes to be a “Subsequent Installment™ under the Royalty Purchase Agreement
(the “Additional Royalty Interest”). To convert the Outstanding Amount into the
Additional Royalty Interest, the Holder shall deliver to the Company written notice in the
form of Exhibit "A" attached hereto, duly executed by the Holder or its legal
representative or attorney duly appointed by an instrument in writing in a form
satisfactory to the Company (a “Conversion Notice”), exercising such conversion right
in accordance with the provisions hereof and, effective as of the date of the Conversion
Notice, the Outstanding Amount will be deemed to be a Subsequent Installment in the
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amount of the Outstanding Amount for the purposes of the Royalty Purchase Agreement,
and the Company will execute and deliver all such documents and instruments, and take
all such actions, as the Holder may request to evidence or effectuate such conversion; or

(b) the number of preferred shares of the Company (rounded down to the nearest whole
number) (the “Preferred Shares”) bearing the attributes listed in the term sheet attached
hereto as Schedule “B” (the “Term Sheet”), and such other terms as may be determined
by the Holder in its sole discretion, determined by reference to the following formula:

Qutstanding Amount/Conversion Price

If the Holder elects pursuant to this Section 3.1 to convert the Qutstanding Amount into Preferred
Shares, the Holder shall surrender this Note to the Company, together with a Conversion Notice
substantially in the form of Exhibit "C" attached hereto, duly executed by the Holder or its legal
representative or attorney duly appointed by an instrument in writing in a form satisfactory to the
Company, exercising such conversion right in accordance with the provisions hereof. Thereupon, the
Holder or, subject to payment of ail applicable stamp or security transfer taxes or other governmental
charges, its nominee(s) or assignee(s), shall be entitled to be entered in the books of the Company as at
the date of the Conversion Notice as the holder of the number of Preferred Shates determined pursuant to
this Section 3.1(b) based on the Qutstanding Amount, and, as soon as practicable thereafler, the Company
shall deliver to the Holder or, subject as aforesaid, to its nominee(s), or assignee(s), a certificate or
certificates for such Preferred Shares.

3.2 Whole Shares Only

The rights of conversion set forth in this Article 3 shall extend only to the maximum number of
whole Preferred Shares into which the Outstanding Amount may be converted in accordance with the
provisions of this Article 3. Fractional interests in Preferred Shares shall be adjusted for in the manner
provided in Section 3.3. All Preferred Shares issued in conpection with the conversion of the Outstanding
Amount will for all purposes be deemed to be issued and outstanding as fully paid and non-assessable.

33 No Requirement to Issue Fractional Shares

The Company shall not be required to issue fractional shares upon the conversion of the
Qutstanding Amount into Preferred Shares. If any fractional interest in a Preferred Share would, except
for the provisions of this Section 3.3, be deliverable upon the conversion of the Outstanding Amount, the
Company shall, in lieu of delivering any certificate for such fractional interest, satisfy such fractional
interest by paying to the Holder an amount (computed to the nearest cent) in respect of such fractional
determined by the directors of the Company, acting reasonably.

34 Company to Create Preferred Shares

The Company covenants with the Holder that it will, in connection with the conversion of the
Quistanding Amount into Preferred Shares, take all actions necessary {o cause the creation of the
Preferred Shares in accordance with the terms of this Note and the Term Sheet, and to thereafter at ali
tilnes reserve and keep available out of its authorized shares such number of Preferred Shares as shall
then be issuable upon the conversion of the Outstanding Amount.

3s Corporate Agreements

Notwithstanding anything else contained herein, if the Purchaser elects to convert the
Qutstanding Amount into Preferred Shares the Company, the Holder and each shareholder of the
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Company will, conteroporaneously with the issuance of such Preferred Shares to the Holder, enter into an
investor rights agreement or similar agreement which shall include, inter alia, the terms set out under the
headings “Board of Directors”, “Forced Sale”, “Information Rights”, “Rights of First Refusal and Co
Sale” and “Drag Along Rights” in the Term Sheet (and such other terms as may be determined by the
Holder in its sole discretion), and the Holder covenants and agtees to execute and deliver, and to cause
each of the shareholders of the Company to execute and deliver, all such documents and instruments, and
take all such actions, as the Holder may request in connection with the conversion of the Outstanding
Amount into Preferred Shares.

3.6 Adjustments

The Conversion Price in effect at any date shall be subject to adjustment from time to time as
follows:

(a) If, and whenever at any time and from time to time the Company shall (i) subdivide,
redivide or change its then outstanding Common Shares into a greater number of
Common Shares, (i) reduce, combine, consolidate or change its then outstanding
Common Shares into a lesser number of Common Shares, or (iii) issue Common Shares
(or securities exchangeable or convertible into Common Shares) to the holders of all or
substantially all of its then outstanding Common Shares by way of stock dividend or
other distribution {(other than a dividend in the ordinary course paid in Common Shares or
securities exchangeable or convertible into Common Shares) (any of such events being a
"Share Reorganization"), the Conversion Price shall be adjusted eftective immediately
after the effective date or record date for the Share Reorganization, by multiplying the
Conversion Price in effect immediately prior to such effective date or record date by the
quotient obtained when:

A, the number of Common Shares outstanding on such effective date or
record date before giving effect to the Share Reorganization,

is divided by

B. the number of Common Shares outstanding immediately after the
completion of such Share Reorganization (but before giving effect to the
issue of any Common Shares issued after such record date otherwise than
as part of such Share Reorganization) including, in the case where
securities exchangeable or convertible into Common Shares are
distributed, the number of Common Shares that would have been
outstanding had such securities been exchanged for or converted into
Common Shates on such record date. ’

(b) If and whenever there is a capital reorganization of the Company not otherwise provided
for in Section 3.6(a) or a consolidation, merger, arrangement or amalgamation (statutory
or otherwise) of the Company with or into another body corporate (any such event being
a "Capital Reorganization"), if the Outstanding Amount has not been converted prior to
the effective date or record date for such Capital Reorganization then the Holder shall be
entitled to receive and shall accept, upon the conversion of the Outstanding Amount at
any time after the effective date or record date for such Capital Reorganization, in lieu of
the number of Preferred Shares to which the Holder was theretofore entitled upon
conversion, the aggregate number of Preferred Shares,.or other securities of the Company
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or of the corporation or body corporate resuiting, surviving or continuing from the
Capital Reorganization, that the Holder would have been entitled to receive as a result of
such Capital Reorganization if, on the effective date or record date, it had been the
registered holder of the number of Preferred Shares to which it was theretofore entitled
upon the conversion of the Outstanding Amount; provided that no such Capital
Reorganization shall be carried into effect unless all necessary steps shall have been
taken so that the Holder shall immediately thereafter be entitled to receive such number
of Preferred Shares or other securities of the Company or of the corporation or body
corporate tesulting, surviving or continuing from the Capital Reorganization.

In the case of any reclassification of, or other change in, the outstanding Common Shares
other than a Share Reorganization or a Capital Reorganization, the right of conversion
shall be adjusted immediately after the effective date or record date for such
reclassification. or other change so that the Holder shall be entitled to receive, upon the
conversion of the Outstanding Amount at any time after the effective date or record date
of such reclassification or other change, such shares, securities or rights as the Holder
would have received had the Outstanding Amount been converted into Preferred Shares
immediately prior to such effective date or record date, subject to adjustment thereafter in
accordance with provisions the same as nearly may be possible as those contained in
Sections 3.6(a) and 3.6(b).

If at any time or from time to time after the issue of this Note, the Company issues ot
sells, or is deemed to have issued or sold, Additional Shares (as defined below) for an
Effective Price (as defined below) less than the then effective Conversion Price, then and
in each such case, the then effective Conversion Price shall be reduced as of the opening
of business on the date of such issue or sale, to an amount (calculated to the same number
of decimal places as the original Conversion Price) determined by multiplying the
Conversion Price then in effect by a fraction:

(i) A. the numerator of which shall be the sum of the Outstanding Issue (as defined
below) and the number of Common Shares that the consideration received by the
Company for the total number of Additional Shares so issued (or deemed to be
issued) would purchase at the Conversion Price in effect immediately prior to
such issuance, and

(i) B. the denominator of which shall be the sum of the Outstanding Issue plus the
number of such Additional Shares so issued (or deemed to be issued).

For illustrative purposes only, if the Conversion Price is $1.50, the Outstanding Issue is
10,000,000 Common Shares and the Company issues 2,000,000 Additional Shares for
consideration of $2,700,000 (being an Effective Price of $1.35 for such Additional Shares
(52,700,000 / 2,000,000 = $1.35)), the then effective Conversion Price shall be reduced to
$1.48, being the product of $1.50 x (10,000,000 + 1,800,000) / (10,000,000 +
2,000,000)).

For the purposes of this Note:

6)) the term “Additional Shares” shall mean all Common Shares issued or deemed
to be issued by the Company afier the date of this Note, other than: (A) Common
Shates or Convertible Securities (as defined below) issued pursuant to a Share
Reorganization, Capital Reorganization or similar transactions described in this
Section 3.6; (B) Common Shares or Convertible Securities issued upon the
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(i)

(iii)

exercise of other Convertible Securities, or Common Shares issued upon the
conversion or exchange of Convertible Securities, in each case provided such
issuance is pursuant to the terms of such Convertible Security; (C) Common
Shares or Convertible Securities issued to employees or directors of, or
consultants or advisors to, the Company or any of its subsidiaries pursuant to a
plan, agresment or arrangement approved by the board of directors of the
Company; (1)) Common Shares or Convertible Securities issued pursuant to the
acquisition of another corporation by the Company or any of its subsidiaries by
amalgamation, arrangement, purchase of all or substantially ail of the assets or
shares or other reorganization or to a joint venture agreement, provided that such
issuances are approved by the board of directors of the Company; or (G)
Common Shares issued upon conversion of the Outstanding Amount;

the term “Outstanding Issue” shall mean the sum of: (A) the number of shares
of the Company outstanding immediately prior to such issue; plus (B) the number
of Preferred Shares issuable on the conversion of the Outstanding Amount,
calculated immediately prior to such issue and prior to effecting any adjustment
to the Conversion Price pursuant to Section 3.6(d); and

the term "Effective Price" shall mean the quotient determined by dividing the
total number of Additional Shares issued or sold, or deemed to have been issued
or sold by the Company, under Section 3.6(d), into the consideration received, or
deemed to have been received by the Company for such issue, under Section
3.6(d), for such Additional Shares.

For the purpose of making any adjustment required under Scction 3.6(d):

(@)

(in)

the consideration received by the Company for any issue or sale of securities
shall (A) to the extent it consists of cash, be computed at the net amount of cash
received by the Company after deduction of any underwriting or similar

commissions, compensation or concessions paid or allowed by the Company in

connection with such issue or sale but without deduction of any other expenses

payable by the Company, (B) to the extent it consists of property other than cash,

be computed at the fair value of that property as determined in good faith by the
board of directors of the Company, and (C) to the extent that Additional Shares,

Convertible Securities or rights or options to purchase either Additional Shares or

Convertible Securities are issued or sold together with other stock or securities or
other assets of the Company for a consideration which covers both, be computed
as the portion of the consideration so received that may be reasonably detecmined
in good faith by the board of directors of the Company to be allocable to such
Additional Shares, Convertible Securities or righis or options.

if the Company issues or sells (A) stock or other securities convertible into
Additional Shares (such convertible stock or securities being herein referred to as
“Convertible Securities”), or (B) rights or options for the purchase of Additional
Shares or Convertible Securities, and if the Effective Price of such Additional
Shares is less than the Conversion Price then in effect, in each case the Company
shall be deemed to have issued at the time of the issuance of such rights or
options ot Convertible Securities the maximum number of Additional Shares
issuable upon exercise or conversion thereof and to have received as
consideration for the issuance of such shares an amount equal to the total amount
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of the consideration, if any, received by the Compaay for the issuance of such
rights or options or Convertible Securities, plus, in the case of such rights or
options, the minimum amounts of consideration, if any, payable to the Company
upon the exercise of such rights or options, plus, in the case of Convertible
Securities, the minimum amounts of consideration, if any, payable to the
Company upon the conversion thereof; provided that if in the case of Convertible
Securities the minimum amounts of such consideration cannot be ascertained, but
are a function of anti-dilution or similar protective clauses, the Company shall be
deemed to have received the minimum amounts of consideration without
reference to such clauses; provided further that if, at any time and from time to
tine following the issuance thereof, the minimum amount of consideration
payable to the Company upon the exercise or conversion of rights, options or
Convertible Securities is reduced over time or on the occurrence or non-
accurrence of specified events other than by reason of anti-dilution adjustments,

- the Effective Price shall be recalculated using the figure to which such minimum
amount of consideration is reduced; provided further that if; at any time and from
time to time following the issuance thereof, the minimum amount of
consideration payable to the Company upon the exercise or conversion of such
rights, options or Convertible Securities is subsequently increased, the Effective
Price shall be again recalculated using the increased minimum amount of
consideration payable to the Company upon the exercise or couversion of such
rights, options or Convertible Securities; provided, further that in no event shall
the Conversion Price be adjusted above the Conversion Price in effect
immediately prior to the particular adjustment required under Section 3.6(d). No
further adjustment of the Conversion Price as adjusted upon the issuance of such
rights, options or Convertible Securities shall be made as a result of the actual
issuance of Additional Shares on the exercise of any such rights or options or the
conversion of any such Convertible Securities, If any such rights or options or the
conversion privilege represented by any such Convertible Securities shall expire
without having been exercised, the Conversion Price as adjusted upon the
issuance of such rights, options or Convertible Securities shall be readjusted to
the Conversion Price which would have been in effect had an adjustment been
made on the basis that the only Additional Shares so issued were the Additional
Shares, if any, actually issued or sold on the exercise of such rights or options or
rights of conversion of such Convertible Securities, and such Additional Shares,
it any, were issued or sold for: (C) the consideration, it any, actually received by
the Company upon the exercise of such rights or options or on the conversion of
such Convertible Securities, plus (D) the consideration, if any, actually received
by the Company for the granting of all such rights or options or the issue and sale
of the Convertible Securities, whether or not exercised or converted.

ARTICLE 4
EVENTS OF DEFAULT

4.1 Events of Default

The occurrence of any of the following events shall constitute an Event of Default under this
Note:
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If a default occurs in the payment of any amount owing to the Holder hereunder when
due; '

If default occurs in the performance of any other coveunant or obligation of the Company
in favour of the Holder under this Note, the Royalty Purchase Agreement or the General
Security Agreement and such default is not waived in writing by the Holder or, to the
extent such default may be remedied, such default remains unremedied: (i) in the case of
a default under this Note or under the General Security Agreement, for a period of 10
consecutive days following receipt by the Company of written notice from the Holder of
such default; or (ii) in the case of a default under the Royalty Purchase Agreement, for
the period referenced in the Royalty Purchase Agreement;

If an event of default occurs in payment or performance of any obligation in favour of
any Person from whom the Company has borrowed money, and such default is not
waived in writing or remains unremedied for a period of 10 consecutive days after receipt
by the Compauny of written notice of such default from such Person;

The Company (i) becomes insolvent or generally not able to pay its debts as they become
due, (ii) admits in writing its inability to pay its debts generally or makes a general
assignment for the benefit of creditors; (iii) institutes or has instituted against it any
proceeding seeking (x) to adjudicate it a bankrupt or insolvent, (y) liquidation, winding-
up, reorganization, arrangement, adjustment, protection, relief or compaosition of it or its
debts under any law relating to bankruptcy, insolvency, reorganization or relief of debtors
including any plan of compromise or arrangement or other corporate proceeding
involving or affecting its creditors, or (z)the entry of an order for relief or the
appointment of a receiver, trustee or other similar official for it or for any substantial part
of its properties and assets, and in the case of any such proceeding instituted against it
(but not instituted by it), either the proceeding remains undismissed or unstayed for a
period of 30 days, ot any of the actions sought in such proceeding (including the entry of
an order for relief against it or the appointment of a receiver, trustee, custodian or other
similar official for it or for any substantial part of its properties and assets) occurs, ot
(iv) takes any corporate action to authorize any of the above actions;

If any judgment or order for the payment of money in excess of $25,000 shall be
rendered against the Company and either (i) enforcement proceedings shall have been
commenced by any creditor upon such judgment or order, or (ii) there shall be any petiod
of 10 consecutive days during which a stay of enforcement of such judgment or order, by
reason of a pending appeal or otherwise, shall not be in effect;

If any act, matter or thing is done, or any action or proceeding is launched or taken, to
terminate the corporate existence of the Company, whether by winding-up, liquidation or
otherwise;

If any proposal is made or any petition is filed by or against the Company under any law
having for its purpose the extension of time for payment, composition or compromise of
the liabilities of the Company ot other reorganization or arrangement respecting its
liabilities or if the Company gives notice of its intention to make or file any such proposal
or petition including an application to any court to stay or suspend any proceedings of
creditors pending the making or filing of any such proposal or petition;

If any receiver, administrator or manager, receiver-manager or interim receiver of the
property, assets or undertaking of the Company or a substantial part thereof is appointed

<
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pursuant to the terms of any trust deed, trust indenture, debenture or similar instrument or
by or under any judgment or order of any court;

) A suspension by the Company of its operations other than in the ordinary course of
business; or

)] Any representation, warranty, certificate, or other statement (financial or otherwise) made
or furnished by or on behalf of the Company to the Holder in writing in connection with
this Note, or as an inducement to the Holder to enter into this Note, shall be false,
incorrect, incomplete or misleading in any material respect when made or furnished.

4.2 Consequences of an Event of Default

Upon the occurrence of an Event of Default, the Holder may, by notice to the Company, déclare
the Outstanding Amount and all other amounts (if any) owing hereunder to be immediately due and
payable whereupon all such amounts shall immediately become and be due and payable without further
demand or other notice of any kind, all of which are expressly waived by the Company. The Holder shall
thereafter be entitled to take any action, remedy or proceeding available to it under this Note, at law or in
equity. All or any rights of temedies of the Holder upon the occurrence of an Event of Default may from
time 1o time be exercised independently or in any combination.

4.3 Costs of Realization

The Company agrees to pay to the Holder forthwith upon demand all reasonable costs, charges
and expenses (including reasonable legal fees on a solicitor and client basis) of, or incurred by, the Holder
in recovering or enforcing payment of any of the monies owing hereunder.

ARTICLE 5
MISCELLANEOQUS

5.1 Discharge

Upon full payment by the Company to the Holder of, or the conversion of, the Outstanding
Amount, the Holder shall, upon the written request of the Company, deliver up this Note to the Company
and shall at the expense of the Company execute and deliver to the Company such deeds and other
documents as shall be required to release and discharge this Note.

5.2 Waiver

No act or omission by the Holder in any manner whatever shall extend to or be taken to affect any
provision hereof or any subsequent breach or default or the rights resulting therefrom save only express
waiver in writing. A waiver of default shall not extend to, or be taken in any manner whatsoever to affect
the rights of the Holder with respect to any subsequent default, whether similar or not.

53 No Merger or Novation

Neither the taking of any judgment nor the exercise of any power of seizure or sale shall operate
to extinguish the liability of the Company to pay the moneys hereby secured nor shall the same operate as
a merger of any covenant herein contained, nor shall the acceptance of any payment or other security
constitute or create any novation.
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5.4 Governing Law

This Note shall be deemed to have been made and shall be construed in accordance with the laws
of the Province of Ontario and the laws of Canada applicable therein and shall be treated in all respects as
an Ontario contract. The Company hereby irrevocably submits to the jurisdiction of the courts of the
Province of Ontatio for any action, suit or any other proceeding arising out of or relating to this Note and
any other agreement or instrument mentioned therein or any of the transactions contemplated thereby.

5.5 Notices

Any notice or other communication required or which may be given hereunder will be in writing
and will be delivered in accordance with Section 6.1 of the Royalty Purchase Agreement.

5.6 Time of the Essence

Time shall be of the essence of this Note.

5.7 Maximum Rate Permitted by Law

Under no circumstances shall the Holder be entitled to receive nor shall it in fact receive a
payment or partial payment of interest, fees or other amounts under or in relation to this Notc at a rate that
is prohibited by applicable law. Accordingly, notwithstanding anything herein or elsewhere contained, if
and fo the extent that under any circumstances, the effective annual rate of "interest” (as defined in section
347 of the Criminal Code of Canada) received or to be received by the Holder (determined in accordance
with such section) on any amount of “credit advanced" (as defined in that section) pursuant to these
presents or any agreement or arrangement collateral hereto entered into in consequence or implementation
hereof would, but for this Section 5.7, be a rate that is prohibited by applicable law, then the effective
annual rate of interest, as so determined, received or to be received by the Holder on such amount of
credit advanced shall be and be deemed to be adjusted to a rate that is one whole percentage point less
than the lowest effective annual rate of interest that is so prohibited (the "adjusted rate"); and, if the
Holder has received a payment or partial payment which would, but for this Section 5.7, be so prohibited
then any amount or amounts so received by the Holder in excess of the lowest effective annual rate that is
so prohibited shall and shall be deemed to have comprised a credit to be applied to subsequent payments
on account of interest, fees or other amounts due to the Holder at the adjusted rate,

5.8 No Partnership

The parties agree that nothing contained in this Note, or the conduct of any party, shall in any
manner whatsoever constitute ot be intended to constitute any party as the agent or a representative ot
fiduciary of any party nor constitute or be intended to constitute a partnership or joint venture among the
parties.

5.9 Invalidity of any Provisions

‘ Any provision of this Note or any provisions of the security contemplated hereunder which is
prohibited by the laws of any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such
prohibition without invalidating the remaining terms and provisions hereof or thereof and no such
invalidity shall affect the obligation of the Company to repay the Outstanding Amoumnt.
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5.10  Specific Performance

In addition to any and all other remedies that may be available at law in the event of any breach
of this Note, the Holder shall be entitled to specific performance of the agreements of the Company
hersunder and to such other injunctive or other equitable relief as may be granted in comnection therewith.

5.11  Successors and Assigns, etc.

This Note shall enure to the benefit of and be binding upon the parties and their respective
successors and permitted assigns; provided, however, that neither this Note nor any rights or obligations
hereunder shall be assigned by the Company without the prior written consent of the Holder.

5.12 Amendments
This Note may only be amended by a written agreement signed by the Company and the Holder.

5.13  Expenses

The Company will pay all of the reasonable legal fees and other reasonable out-of-pocket
expenses incurred by the Holder in connection with the preparation and execution of this Note and the
various agreements and documents referred to herein (including all documents referenced in or required
by the Term Sheet), up to 2 maximum amount of $35,000 (plus all disbursements incurred by counsel to
the Holder and all applicable taxes on any of the foregoing amounts), which amounts will be deducted
from the Principal Amount and/or paid by the Company on demand by the Holder.

5.14 Counterparts

This Note may be executed in separate counterparts, each of which when so executed and
delivered shall be deemed to be an original and all of such counterparts shall together constitute one and
the same instrument. The delivery of an executed counterpart of this Note by facsitile or telecopy or by
electronic transmission in portable document format (PDF) shall be deemed to be the equivalent of the
delivery of an original executed copy thereof.

.
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EXHIBIT "A" TO SCHEDULE “A” OF CONVERTIBLE PROMISSORY NOTE
CONVERSION NOTICE RE ADDITIONAL ROYALTY INTERESTS

To: BG Furniture Ltd.

Reference is made to the Convertible Promissory Nete dated October 30, 2015 (the “Note™) issued to the
undersigned by BG Fumiture Ltd. (the “Company”). In accordance with and pursuant to the terms of the
Note, the undersigned hereby elects to convert the Qutstanding Amount into the Additional Royalty
Interest effective as of the date hereof.

Initially capitalized terms not otherwise defined herein shall have the meanings ascribed to such terms in
the Note.

Dated the __ day of .

GRENVILLE STRATEGIC ROYALTY CORP.

By:

Name:
Title:
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EXHIBIT "B" TO SCHEDULE “A” OF CONVERTIBLE PROMISSORY NOTE

TERM SHEET

SUMMARY OF PREFERRED SHARE TERMS

Issuer:

Investor:

Capitalization of the Company:

Price:

Type of Security:

Ranking:

Dividends:

Liquidation Preference:

BG Furniture Ltd. (the “Company)

Grenville Strategic Royalty Corp, (“Grenville”)

Grenville to invest up to CDN$400,000 in exchange for prefersed shares
representing 20% of the fully diluted shate ownership of the Company
post financing.

$XX per share (the “Original Purchase Price”),.

Series A Convertible Preferred Shares (the “Series A Preferred”) of the
Company, initially convertible on & 1;1 basis into common shares of the
Company (the “Common Stock™).

The Series A Preferred will rank senior to the Company’s Common
Stock with respect to dividends, liquidation, dissolution, voting and
redemption.

The Series A Preferred will carry a cumulative annual dividend at the
rate of 8% of the Original Purchase Price, payable upon a liquidation ,
whether or not declared, and prior and in preference to any declaration
or payment of dividends to holders of the Common Stock. For any other
dividends or similar distributions (other than a retum of capital), the
Series A Preferred will participate with the Common Stock on an as-if-
converted basis.

In the event of a liquidation, dissolution or winding-up of the Company,
the proceeds shall be distributed to the stockholders as follows:

The Series A Preferred shall be entitled to receive, prior and in
preference to the holders of the Common, a per share amount equal to 1
times the Original Purchase Price plus all declared and un-paid
dividends. After such distribution, the remaining assets of the
Corporation, if any, available for distribution to shareholders shall be
distributed on a pro rata basis to holders of the Series A Preferred and
the holders of Comumon Stock.

A merger, acquisition, sale or transfer of 50% or more of the outstanding
voting power of the Company, or sale or exclusive license of all or a
material portion of the assets or intellectual property of the Company

3
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Conversion:

Aantidilution Provisions:

Voting Rights:

Board of Directors:

Forced Sale:

shall be deemed to be a liquidation provided, however, that a transaction
shall not be deemed a liquidation if its sole purpose is to change the state
of the Company’s incorporation or to create a holding company that will
be owned in substantially the same proportions by the persons who held
the Company’s capital stock immediately prior to such transaction. The
holders of at least sixty-six and two-thirds percent (66 2/3%)of the
shares of Series A Preferred may elect to waive the treatment of such a
transaction as a liquidation event.

The holders of the Series A Preferred shall have the right to convert their
shares of Series A Preferred at any time into shares of Common Stock.
The initial conversion rate shall be [: 1, subject to adjustment as provided
below.

The conversion price of the Series A Preferred shall be subject to a
broad-based weighted average adjustment to reduce dilution in the event
that the Company issues additional equity securities (other than shares
reserved as employee shares described under “Ewployee Matters”
below, the issuances of stock to banks, equipment lenders, etc. pursnant
to debt financing or equipment leasing transactions and other customary
exceptions) at a purchase price less than the then applicable conversion
price. The conversion price will also be subject to proportional
adjustment for stock splits, stock dividends, recapitalizations and the
like,

The Series A Preferred will vote together with the Common Stock, and
not as a separate class, except as specifically provided herein or as
otherwise required by law. Each share of the Series A Preferred shall be
entitled to a number of votes equal to the number of shares of Common
Stock then issuable upon conversion of such share of Series A Preferred.

The size of the Company’s Board of Directors {the “Board™) shall be set
at three (3) members, all designated by the holders of the Series A
Preferred and the holders of Common Stock voting us a single class.

Grenville will be entitled to designate one observer to the Board. Subject
to agreeing to customary confidentiality restrictions, such observer will
be provided with all information and materials provided to the members
of the Board.

At any time, subject to the approval of the holders of at least sixty-six
and two-thirds percent (66 2/3%) of the Series A Preferred, the Series A
Preferred holders may elect to cause the Company be sold pursuant to an
asset sale, merger, amalgamation or some other combination transaction
and all shareholders will be required to sell their shares or otherwise
tender their interest into such a transaction. The holders of the Series A
Preferred Shares will be entitled to a price per share in any such
transaction equal to the greater of (i) the Original Purchase Price for
such share plus all accrued and/or declared and unpaid dividends and (ii)
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Information Rights:

Rights of First Refusal and
Co-Sale:

the fair value of such share.

So long as a holder of Series A Preferred continues to hold at least 5% of
its originally issued shares of Series A Preferred or Common Stock
issued upon conversion thereof, the Company shall deliver to each such
holder audited annual financial statements within 120 days of year end,
unaudited quarterly financial statements within 45 days of quarter end
and unaudited monthly ficancial statements compared against the then
existing business plan within 30 days of month end, and will provide
such holder with a copy of the Company’s annual operating plan and
budget within 30 days prior to the beginning of each fiscal year. Each
such holder shall also be entitled to standard inspection and visitation
rights.

The holders of Series A Preferred Shares and holders of Common Stock
shail have the right in the event the Company proposes to offer equity
securities, or other securities convertible into equity securities, to any
person to purchase their pro rata portion of such securities (based on
their percentage equity ownership in the Company assuming the
conversion of all outstanding convertible securities into Common
Stock).

In addition, all current and future holders of Common Stock (other than
the Investor), unless waived by the holders of at least sixty-six and two-
thirds percent (66 2/3%) of the shares of Series A Preferred, will execute
a Right of First Refusal and Co-Sale Agreement with the holders of the
Series A Preferred and the Company pursuant to which the Company
(through an affiliate to be designated by it) first and the holders of the
Series A Preferred second, will have a right of first refusal with respect
to any shares proposed to be sold by such holder. The Right of First
Refusal and Co-Sale Agreement will also contain a right of co-sale in
favour of each of the holders of Series A Preferred providing that before
any such holder may sell any of his, her or its shares of Common Stock,
he, she or it will give the holders of Series A Preferred an opportunity to
participate in such sale on a basis proportionate to the amount of
securities held by the seller and those held by the holders of Series A
Preferred. Such restrictions referred to in the prior two sentences will
not apply in the event a holder transfers such shares to a wholly-owned
subsidiary or other wholly-owned entity provided the transferee agrees
to be bound by the terms of such agreement. The option agreement
governing each option granted by the Company shall require, as a
condition to the exercise thereol, that the optionee execute a counterpart
signature page to the Right of First Refusal and Co-Sale Agreement. In
addition, the Company shall require, as a condition to any grant or sale
by the Company of any shares of Common Stock to any party other than
the holders of Series A Preferred, that such party execute a counterpart
signature page to the Right of First Refusal and Co-Sale Agreement.



Drag-Along Righis:

In the event that the holders of at Jeast sixty-six and two-thirds percent
(66 2/3%) of the outstanding shares of Series A Preferred propose to sell
their shares of capital stock or approve a merger, consolidation, sale of
all or substantially all of the Company’s assets or such other change of
control transaction in which stockholders of the Company immediately
prior to such transaction hold or own less than a majority of the voting
power of the Company immediately after such transaction, then each
shareholder of the Company shall be required to sell his, her or its shares
of capital stock and/or vote his, her or its shares in favour of such
transaction. All shareholders of the Company shall be party to the drag-
along provision,



EXHIBIT "C" TO SCHEDULE “A” OF CONVERTIBLE PROMISSORY NOTE
CONVERSION NOTICE RE PREFERRED SHARES

To: BG Furniture Ltd.

Reference is made to the Convertible Promissory Note dated October 30, 2015 (the “Note”) issued to the
undersigned by BG Furniture Ltd. (the “Company”). In accordance with and pursuant to the terms of the
Note, effective as of the date hereof the undersigned hereby elects to convert the Outstanding Amount
into such number of Preferred Shares as is determined pursuant to the terms of the Note and directs that
such shares be registered, issued and delivered to the undersigned or as the undersigned may otherwise

direct in writing.

Initially capitalized terms not otherwise defined herein shall have the meanings ascribed to such terms in
the Note.

Dated the __ day of s

GRENVILLE STRATEGIC ROYALTY CORP.

By: ...
Name:
Title:

&



DocusSign Envelope ID: 87A1CEB3-CEDA-4642-B8FC-FEABG3514ECSH

UNLESS PERMITTED UNDER: SECURITIES LEGISLATION THE HOLDER OF THIS SECURITY,
AND ANY SECURITIES ISSUED ON CONVERSION HEREOF, MUST NOT TRADE THE
SECURITY BEFORE THE: DATE THAT IS 4 MONTHS AND A DAY AFTER THE LATER OF ()
NOVEMBER 26, 2015, AND () THE DATE THE ISSUER BECAME A REPORTING ISSUER IN

- ANY PROVINCE OR TERRITORY. CLAUSE (IT) WILL NOT APPLY IF THE ISSUER BECOMES A
REPORTING ISSUER BY FILING A PROSPECTUS -AFTER NOVEMBER 26, 2015 IN ANY OF THE
PROVINCES OF ALBERTA, BRITISH COLUMBIA, SASKATCHEWAN, MANITOBA, ONTARIO,
QU}?,BEC NEW BRUNSWICK OR NOVA SCOTIA AND IS A REPORT]NG ISSUER IN A
JURISDICTION OF CANADA AT ‘THE TIME OF THE ’IMDE

CONVERTIBLE PROMISSORY NOTE
BG FURNITURE LTD.
Incorporated under the laws of the vamce of Ontario

(the "Prmcnpal Amount")

.BG FURNITURE LTD. (the "Company"), for velue received, acknowledges itself mdebted and
hereby promises to pay to Grenville Strategic Royalty Corp. (the."Holder") on the Maturity Date (as
hereinafter defined) or such eailier date’ as the Pnnclpal Amount and all accrued but unpaid interest
thereon may become due and payable (mcludmg in.connection witht the occurrence of an Event of

‘the terms, condmons and provxslons of Schedule "A" attached hereto and form.mg a part hereof the

Principal Amount and any accrued but unpaid interest thereon at the pnnclpal offices of the Holder in the -

City of Toronto, Ontario, or such other place as may be desxgnated by the Holder from time to time by
notice i wiiting to the Company (together with all costs and expenises which may become payable to the

Holder in accordance with Schedule "A" attached hereto). The Principal Amount outstanding at anytime,”

. and from time to tlme, and any overdue interest thereon, shall bear interest at a rate of 8% per annum,
accrued daily. ‘Interest on the Principal Amount shall be calculated from the date of this Note ‘and
compourided annually, and shall be calculated on the portion of the Principal Amount that remains

unpaid, both before and after maturity, default or judgment, and on any overdue interest, until fully paid,

on the basis of the actial number of days for which the Principal Amount is outstanding computed on the
basis of a year of 365 days or 366 days in the case of a leap year. Any accrued and unpaid interest on the

Principal Amount owing to the Holder shall be due and payable, or otherwise converted, in dccordance

with the terms, conditions and provisions of Schedule "A" attached hereto.

By its'execution hereof the Company .and the Holder ack:nowledge and agree to the terms and
- conditions hereof mcludmg t‘ne terms of Schedule "A" hereto.

P
sy, 3
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DocuSign Envelape [D: 87A1CES3-CEDA-4642-88FC-FEABB3514ECE
ii
N WITNESS WHEREOF, the Company and the Holder have caused this Note to be executed as
" of November 26, 2015
BG FURNITURE LTD.

. Dususmnad by:
Per: . : pnABFED]

. Namne: .
'I‘itle: VP Manufact_u ring

GRENVILLE STRATEGIC ROYALTY CORP.

wﬁm‘ffhu) K thary

arp

- Per:
. Name: - -
Title:  ¢po & pi rector



UNLESS PERMITTED UNDER SECURITIES LEGISLATION, THE HOLDER OF THIS SECURITY,
AND ANY SECURITIES ISSUED ON CONVERSION HEREOF, MUST NOT TRADE THE
SECURITY BEFORE THE DATE THAT IS 4 MONTHS AND A DAY AFTER THE LATER OF ()
DECEMBER 15, 2015, AND (1) THE DATE THE ISSUER BECAME A REPORTING ISSUER IN
ANY PROVINCE OR TERRITORY. CLAUSE (II) WILL NOT APPLY IF THE ISSUER BECOMES A
REPORTING ISSUER BY FILING A PROSPECTUS AFTER DECEMBER 15, 2015 IN ANY OF THE
PROVINCES OF ALBERTA, BRITISH COLUMBIA, SASKATCHEWAN, MANITOBA, ONTARIO,
QUEBEC, NEW BRUNSWICK OR NOVA SCOTIA AND 1S A REPORTING ISSUER IN A
JURISDICTION OF CANADA AT THE TIME OF THE TRADE.

CONVERTIBLE PROMISSORY NOTE
BG FURNITURE LTD.
Incorporated under the laws of the Province of Ontario

PRINCIPAL AMOUNT: CDN$25,000
(the "Principal Amount")

BG FURNITURE LTD. (the "Company"), for value received, acknowledges itself indebted and
hereby promises to pay to Grenville Strategic Royalty Corp. (the "Holder") on the Maturity Date (as
hereinafter defined) or such earlier date as the Principal Amount and all accrued but unpaid interest
thereon may become due and payable (including in connection witht the occurrence of an Event of
Default), or otherwise convérted into Preferred Shares of the Company, subject to and in accordance with
the terms, conditions and provisions of Schedule "A" attached hereto and forming a part hereof, the
Principal Amount and any accrued but unpaid interest thereon at the principal offices of the Holder in the
City of Toronto, Ontario, or such other place as may be designated by the Holder from time to time by
notice in writing to the Company (together with all costs and expenses which may become payable to the
Holder in accordance with Schedule "A" attached hereto). The Principal Amount outstanding at any time,
and from time to time, and any overdue interest thereon, shall bear interest at a rate of 8% per annum,
accrued daily. Interest on the Principal Amount shall be calculated from the date of this Note and
compounded annually, and shall be calculated on the portion of the Principal Amount that remains
unpaid, both before and after maturity, default or judgment, and on any overdue interest, until fully paid,
on the basis of the actual number of days for which the Principal Amount is outstanding computed on the
basis of a year of 365 days, or 366 days in the case of a leap year. Any accrued and unpaid interest on the
Principal Amount owing to the Holder shall be due and payable, or otherwise converted, in accordance
with the terms, conditions and provisions of Schedule "A" attached hereto.

By its execution hereof, the Company and the Holder acknowledge and agree to the terms and
conditions hereof, including the terms of Schedule "A* hereto.

et
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IN WITNESS WHEREOF, the Company and the Holder have caused this Note to be executed as
of December 15, 2015.

BG FURNITURE LTD.

Per: W MA

Name: Ok Nielan
Title: Chief Executive Officer Vit Preqidan b

GRENVILLE STRATEGIC ROYALTY CORP.

Per:
Name:
Title:

G
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SCHEDULE "A"
The foliowing conditions are applicable to the Convertible Promissory Note of BG Furniture Ltd.

ARTICLE 1
INTERPRETATION

11 Definitions

In this Note, unless there is something in the subject matter or context inconsistent therewith, the
expressions following shall have the following meanings, namely:

"this Note", "the Note", "Note", "hereto”, "herein", "hereby", "hereunder”, "hereof” and similar
expressions refer to the Note represented hereby and not to any particular Article, Section, subsection,
clause, subdivision or other portion hereof and include any and every instrument supplemental or
ancillary hereto and every Note issued in replacement hereof}

"Business Day" means a day which is not a Saturday or Sunday or a civic or statutory holiday in the
Province of Ontario;

"Common Shares” mans the common shares of the Company;

"Company" means BG Fumiture Ltd., a body corporate incorporated pursuant to the laws of Province of
Ontario, and includes any successor corporation to or of the Company within the meaning of Section
5.0L

"Conversion Price” means $1,667 per Preferred Share, as the same may be adjusted from time to time in
accordance with the terms of this Note;

“Event of Default" means any event specified in Section 4.1 which has not been waived, cured or
remedied in accordance with the terms hereof}

"General Security Agreement” means the general security agreement dated September 2, 2015 executed
and delivered by the Company to Grenville Strategic Royalty Corp.;

"Holder" means the Person from time to time registered as the holder of this Note;
"Maturity Date" means December 15, 2016;

"Qutstanding Amount” means, at any given time, the Principal Amount then outstanding and all accrued
but unpaid interest thereon;

"Person" means any individual, sole proprietorship, partnership, firm, entity, unincorporated association,
unincorporated syndicate, unincorporated organization, trust, body corporate or governmental authority,
and where the context requires, any of the foregoing when they are acting as trustee, exccutor,
administrator or other legal representative;

"Principal Amount" means the principal amount of this Note as set forth on the face page hereof;

"Royalty Purchase Agreement" means the amended and restated royalty purchase agreement between
the Company and Grenville Strategic Royalty Corp. dated September 2, 2015; and
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"Subsequent Instaliment” has the meaning ascribed to such term in the Royaity Purchase Agreement.

1.2 Interpretation

Words importing the singular number only shall include the plural and vice versa and words
impotting the masculine gender shall include the neuter or the feminine gender and vice versa.

1.3 Headings, Etc.

The division of this Note into Sections and the insertion of headings are for convenience of
reference only and shall not affect the construction or interpretation of this Note. The terms "hereof”,
"hereunder” and similar expressions refer to this Note and not to any particular Section or other portion
hereof and include any agreement supplemental hereto. Unless something in the subject matter or context
is inconsistent therewith, reference herein to Sections are to Sections of this Note.

1.4 Day Not a Business Day

In the event that any day on or before which any action is required to be taken hereunder is not a
Business Day, then such action shall be required to be taken on or before the requisite time on the next
succeeding day that is a Business Day.

L5 Currency

All references to currency herein shall be to lawful money of Canada.

1.6 Interest

Interest as calculated under this Note will be payable annually in arrears commencing on Janvary
2, 2016 (and thereafter on January 2 of each calendar year until the Outstanding Amount is fully repaid or
otherwise converted in accordance with the terms of this Note).

1.7 Prepayment

The Principal Amount of, and interest on, this Note may not be prepaid by the Company, in
whole or in part, without the prior written consent of the Holder.

1.8 Additional Note

This Note is in addition to, and not in substitution for: (a) the promissory note in the principal
amount of $100,000 dated Qctober 30, 2015 issued by the Company to the Holder; and (b) the promissory
note in the principal amount of $50,000 dated November 26, 2015 issued by the Company to the Holder.

ARTICLE 2
COVENANTS

2.1 Covenants P

For So long as any portion of the Outstanding Amount remains outstanding, the prior written
consent of the Holder shall be required before any of the following actions are or may be taken (whether
directly or by amendment, merger, consolidation or otherwise):

(a) the payment or declaration of any dividend or other distribution by the Company;

D



(b)

(c)

(d)

(e
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the entering into by the Company of any contract involving payments by the Company
individually in excess of $50,000 or in the aggregate in excess of $100,000, or the
making of any capital expenditure, individually or in the aggregate, in excess of
$100,000;

the Company creating any subsidiary or establishing, acquiring or otherwise becoming
involved in any corporate entity or any partnership, joint venture or similar arrangements
outside the ordinary course of business, or the Company entering into any advisory
agreement or other form of agreement in contemplation thereof:

the Company incurring any indebtedness (other than trade payables in the ordinary course
of business) or granting guarantees in excess of $100,000 outside the ordinary course of
business, or permitting the creation of liens on the Company's assets (except for
customary, permitted liens);

the issuance by the Company of any shares or other securities of the Company (including
any securities or other rights convertible into shares of the Company), other than
issuances made pursuant to the conversion of convertible securities of the Company
outstanding as of the date hereof;

the creation of any new class or series of shares of the Company;
the granting of any options by the Company;

any change to the primary line of business of the Company or the making of any other
material change to the Company's business;

any increase or decrease in the number of members of the Board;

the entering into or completion by the Company of any merger, amalgamation,
arrangement, other corporate reorganization, including a recapitalization, change of
control or any transaction in which all or a material portion of the assets of the Company
or any of its subsidiaries are sold, leased, exchanged, transferred or exclusively licensed,
or any liquidation, dissolution or winding up of the Company or any of its subsidiaries; or

the completion of any sale, lease, exchange, transfer or other disposition or license of any
assets of the Company outside the ordinary course of business.

ARTICLE 3
CONVERSION

3.1 Optional Conversion prior to Maturity Date

At any time during the period commencing on July 1, 2016 and ending at 11:59 p.m. (Toronto
time) on the date immediately prior to the Maturity Date, the Holder may in its sole discretion elect to
convert the Outstanding Amount {in whole and not in part) into:

(a)

additional royalty interests of the Company pursuant to and in accordance with the terms
of the Royalty Purchase Agreement on the basis that, upon such conversion, for the
purposes of the Royalty Purchase Agreement, the Qutstanding Amount will be deemed
for all purposes to be a “Subsequent Installment” under the Royalty Purchase Agreement
(the “Additional Royalty Interest”). To convert the Outstanding Amount into the
Additional Royalty Interest, the Holder shall deliver to the Company written notice in the
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form of Exhibit "A" attached hereto, duly executed by the Holder or its legal
representative or attorney duly appointed by an instrument in writing in a form
satisfactory to the Company (a “Cenversion Notice™), exercising such conversion right
in accordance with the provisions hereof and, effective as of the date of the Conversion
Notice, the Qutstanding Amount will be deemed to be a Subsequent Installment in the
amount of the Outstanding Amount for the purposes of the Royalty Purchase Agreement,
and the Company will execute and deliver all such documents and instruments, and take
all such actions, as the Holder may request to evidence or effectuate such conversion; or

b) the number of preferred shares of the Company (rounded down to the nearest whole
number) (the “Preferred Shares”) bearing the attributes listed in the term sheet attached
hereto as Schedule “B” (the “Term Sheet”), and such other terms as may be determined
by the Holder in its sole discretion, determined by reference to the following formula:

Outstanding Amount/Conversion Price

If the Holder elects pursuant to this Section 3.1 to convert the Outstanding Amount into Preferred
Shares, the Holder shall surrender this Note to the Company, together with a Conversion Notice
substantially in the form of Exhibit "C" attached hereto, duly executed by the Holder or its legal
representative or attorney duly appointed by an instrument in writing in a form satisfactory to the
Company, exercising such conversion right in accordance with the provisions hereof. Thereupon, the
Holder or, subject to payment of all applicable stamp or security transfer taxes or other governmental
charges, its nominee(s) or assignee(s), shall be entitled to be entered in the books of the Company as at
the date of the Conversion Notice as the holder of the number of Preferred Shares determined pursuant to
this Section 3.1(b) based on the Outstanding Amount, and, as soon as practicable thereafter, the Company
shall deliver to the Holder or, subject as aforesaid, to its nominee(s), or assignee(s), a certificate or
certificates for such Preferred Shares.

3.2 Whole Shares Only

The rights of conversion set forth in this Article 3 shall extend only to the maximum number of
whole Preferred Shares into which the Outstanding Amount may be converted in accordance with the
provisions of this Article 3. Fractional interests in Preferred Shares shall be adjusted for in the manner
provided in Section 3.3. All Preferred Shares issued in connection with the conversion of the Outstanding
Amount will for all purposes be deemed to be issued and outstanding as fully paid and non-assessable,

3.3  No Requirement to Issue Fractional Shares

The Company shall not be required to issue fractional shares upon the conversion of the
Outstanding Amount into Preferred Shares. If any fractional interest in a Preferred Share would, except
for the provisions of this Section 3.3, be deliverable upon the conversion of the Qutstanding Amount, the
Company shall, in lieu of delivering any certificate for such fractional interest, satisfy such fractional
interest by paying to the Holder an amount (computed to the nearest cent) in respect of such fractional
determined by the directors of the Company, acting reasonably.

34  Company to Create Preferred Shares

The Company covenants with the Holder that it will, in connection with the conversion of the
Qutstanding Amount into Preferred Shares, take all actions necessary to cause the creation of the
Preferred Shares in accordance with the terms of this Note and the Term Sheet, and to thereafier at all
times reserve and keep available out of its authorized shares such number of Preferred Shares as shall
then be issuable upon the conversion of the Outstanding Amount,
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3.5 Corporate Agreements

Notwithstanding anything else contained herein, if the Purchaser elects to convert the
Outstanding Amount into Preferred Shares the Company, the Holder and each shareholder of the
Company witl, contemporaneously with the issuance of such Preferred Shares to the Holder, enter into an
investor rights agreement or similar agreement which shall include, inter alia, the terms set out under the
headings “Board of Directors™, “Forced Sale”, “Information Rights”, “Rights of First Refusal and Co
Sale” and “Drag Along Rights” in the Term Sheet (and such other terms as may be determined by the
Holder in its sole discretion), and the Holder covenants and agrees to execute and deliver, and to cause
each of the shareholders of the Company to execute and deliver, all such documents and instruments, and
take all such actions, as the Holder may request in connection with the conversion of the Outstanding
Amount into Preferred Shares.

3.6 Adjustments

The Conversion Price in effect at any date shall be subject to adjustment from time to time as
follows:

(a) If, and whenever at any time and from time to time the Company shall (i) subdivide,
redivide or change its then outstanding Common Shares into a greater number of
Common Shares, (ii) reduce, combine, consolidate or change its then outstanding
Common Shares into a lesser number of Common Shares, or (jii) issue Common Shares
(or securities exchangeable or convertible into Common Shares) to the holders of ail or
substantially all of its then outstanding Common Shares by way of stock dividend or
other distribution (other than a dividend in the ordinary course paid in Common Shares or
securities exchangeable or convertible into Common Shares) (any of such events being a
"Share Reorganization"), the Conversion Price shall be adjusted effective immediately
after the effective date or record date for the Share Reorganization, by multiplying the
Conversion Price in effect immediately prior to such effective date or record date by the
quotient obtained when:

A. the number of Common Shares outstanding on such effective date or
record date before giving effect to the Share Reorganization,

is divided by

B. the number of Common Shares outstanding immediately after the
completion of such Share Reorganization (but before giving effect to the
issue of any Common Shares issued after such record date otherwise than
as part of such Share Reorganization) including, in the case where
securities exchangeable or convertible into Common Shares are
distributed, the number of Common Shares that would have been
outstanding had such securities been exchanged for or converted into
Common Shares on such record date.

(b) If and whenever there is a capital reorganization of the Company not otherwise provided
for in Section 3.6(a) or a consolidation, merger, arrangement or amalgamation (statutory
or otherwise) of the Company with or into another body corporate (any such event being
a "Capital Reorganization™), if the Outstanding Amount has not been converted prior to
the effective date or record date for such Capital Reorganization then the Holder shall be
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entitled to receive and shall accept, upon the conversion of the Outstanding Amount at
any time after the effective date or record date for such Capital Reorganization, in lieu of
the number of Preferred Shares to which the Holder was theretofore entitled upon
conversion, the aggregate number of Preferred Shares, or other securities of the Company
or of the corporation or body corporate resulting, surviving or continuing from the
Capital Reorganization, that the Holder would have been entitled to receive as a result of
such Capital Reorganization if, on the effective date or record date, it had been the
registered holder of the number of Preferred Shares to which it was theretofore entitled
upon the conversion of the OQutstanding Amount; provided that no such Capital
Reorganization shall be carried into effect unless all necessary steps shall have been
taken so that the Holder shall immediately thereafter be entitled to receive such number
of Preferred Shares or other securities of the Company or of the corporation or body
corporate resulting, surviving or continuing from the Capital Reorganization.

In the case of any reclassification of, or other change in, the outstanding Common Shares
other than a Share Reorganization or a Capital Reorganization, the right of conversion
shall be adjusted immediately after the effective date or record date for such
reclassification or other change so that the Holder shall be entitled to receive, upon the
conversion of the Qutstanding Amount at any time afier the effective date or record date
of such reclassification or other change, such shares, securities or rights as the Holder
would have received had the Outstanding Amount been converted into Preferred Shares
immediately prior to such effective date or record date, subject to adjustment thereafter in
accordance with provisions the same as nearly may be possible as those contained in
Sections 3.6(a) and 3.6(b).

If at any time or from time to time after the issue of this Note, the Company issues or
sells, or is deemed to have issued or sold, Additional Shares (as defined below) for an
Effective Price (as defined below) less than the then effective Conversion Price, then and
in each such case, the then effective Conversion Price shal! be reduced as of the opening
of business on the date of such issue or sale, to an amount (calculated to the same number
of decimal places as the original Conversion Price) determined by multiplying the
Conversion Price then in effect by a fraction:

(i) A. the numerator of which shall be the sum of the Outstanding Issue (as defined
below) and the number of Common Shares that the consideration received by the
Company for the total number of Additional Shares so issued (or deemed to be
issued) would purchase at the Conversion Price in effect immediately prior to
such issuance, and

(ii)  B. the denominator of which shall be the sum of the Outstanding Issue plus the
number of such Additional Shares so issued (or deemed to be issued).

For illustrative purposes only, if the Conversion Price is $1.50, the Outstanding Issue is
10,000,000 Common Shares and the Company issues 2,000,000 Additional Shares for
consideration of $2,700,000 (being an Effective Price of $1.35 for such Additional Shares
(82,700,000 / 2,000,000 = $1.35)), the then effective Conversion Price shall be reduced to
$1.48, being the product of $1.50 x ((10,000,000 + 1,800,000) / (10,000,000 +
2,000,000)).

For the purposes of this Note:

DM
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i)

(i)

the term “Additional Shares” shall mean all Common Shares issued or deemed
to be issued by the Company after the date of this Note, other than: (A) Common
Shares or Convertible Securities (as defined below) issued pursuant to a Share
Reorganization, Capital Reorganization or similar transactions described in this
Section 3.6; (B) Common Shares or Convertible Securities issued upon the
exercise of other Convertible Securities, or Common Shares issued upon the
conversion or exchange of Convertible Securities, in each case provided such
issuance is pursuant to the terms of such Convertible Security; (C) Common
Shares or Convertible Securities issued to employees or directors of, or
consulitants or advisors to, the Company or any of its subsidiaries pursuant to a
plan, agreement or arrangement approved by the board of directors of the
Company; (D) Common Shares or Convertible Securities issued pursuant to the
acquisition of another corporation by the Company or any of its subsidiaries by
amalgamation, arrangement, purchase of all or substantially all of the assets or
shares or other reorganization or to a joint venture agreement, provided that such
issuances are approved by the board of directors of the Company; or (G)
Common Shares issued upon conversion of the Outstanding Amount;

the term “Outstanding Issue” shall mean the sum of: (A) the number of shares
of the Company outstanding immediately prior to such issue; plus (B) the number
of Preferred Shares issuable on the conversion of the Outstanding Amount,
calculated immediately prior to such issue and prior to effecting any adjustment
to the Conversion Price pursuant to Section 3.6(d); and

the term "Effective Price” shall mean the quotient determined by dividing the
total number of Additional Shares issued or sold, or deemed to have been issued
or sold by the Company, under Section 3,6(d), into the consideration received, or
deemed to have been received by the Company for such issue, under Section
3.6(d), for such Additional Shares.

For the purpose of making any adjustment required under Section 3.6(d):

®

(i)

the consideration received by the Company for any issue or sale of securities
shall (A) to the extent it consists of cash, be computed at the net amount of cash
received by the Company after deduction of any underwriting or similar
commissions, compensation or concessions paid or allowed by the Company in
connection with such issue or sale but without deduction of any other expenses
payable by the Company, (B) to the extent it consists of property other than cash,
be computed at the fair value of that property as determined in good faith by the
board of directors of the Company, and (C) to the extent that Additional Shares,
Convertible Securities or rights or options to purchase either Additional Shares or
Convertible Securities are issued or sold together with other stock or securities or
other assets of the Company for a consideration which covers both, be computed
as the portion of the consideration so received that may be reasonably determined
in good faith by the board of directors of the Company to be allocable to such
Additional Shares, Convertible Securities or rights or options.

if the Company issues or sells (A) stock or other securities convertible into
Additional Shares (such convertible stock or securities being herein referred to as
“Convertible Securities”), or (B) rights or options for the purchase of Additional
Shares or Convertible Securities, and if the Effective Price of such Additional
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Shares is less than the Conversion Price then in effect, in each case the Company
shall be deemed to have issued at the time of the issuance of such rights or
options or Convertible Securities the maximum number of Additional Shares
issuable upon exercise or conversion therecof and to have received as
consideration for the issuance of such shares an amount equal to the total amount
of the consideration, if any, received by the Company for the issuance of such
rights or options or Convertible Securities, plus, in the case of such rights or
options, the minimum amounts of consideration, if any, payable to the Company
upon the exercise of such rights or options, plus, in the case of Convertible
Securities, the minimum amounts of consideration, if any, payable to the
Company upon the conversion thereof;, provided that if in the case of Convertible
Securities thie minimum amounts of such consideration cannot be ascertained, but
are a function of anti-dilution or similar protective clauses, the Company shall be
deemed to have received the minimum amounts of consideration without
reference to such clauses; provided further that if, at any time and from time to
time following the issuance thereof, the minimum amount of consideration
payable to the Company upon the exercise or conversion of rights, options or
Convertible Securities is reduced over time or on the occurrence or non-
occurrence of specified events other than by reason of anti-dilution adjustments,
the Effective Price shall be recalculated using the figure to which such minimum
amount of consideration is reduced; provided further that if, at any time and from
time to time following the issuance thereof, the minimum amount of
consideration payable to the Company upon the exercise or conversion of such
rights, options or Convertible Securities is subsequently increased, the Effective
Price shall be again recalculated using the increased minimum amount of
consideration payable to the Company upon the exercise or conversion of such
rights, options or Convertible Securities; provided, further that in no event shall
the Conversion Price be adjusted above the Conversion Price in effect
immediately prior to the particular adjustment required under Section 3.6(d). No
further adjustment of the Conversion Price as adjusted upon the issuance of such
rights, options or Convertible Securities shall be made as a result of the actual
issuance of Additional Shares on the exercise of any such rights or options or the
conversion of any such Convertible Securities. If any such rights or options or the
conversion privilege represented by any such Convertible Securities shall expire
without having been exercised, the Conversion Price as adjusted upon the
issuance of such rights, options or Convertible Securities shall be readjusted to
the Conversion Price which would have been in effect had an adjustment been
made on the basis that the only Additional Shares so issued were the Additional
Shares, if any, actually issued or sold on the exercise of such rights or options or
rights of conversion of such Convertible Securities, and such Additional Shares,
if any, were issued or sold for: (C) the consideration, if any, actually received by
the Company upon the exercise of such rights or options or on the conversion of
such Convertible Securities, plus (D) the consideration, if any, actually received
by the Company for the granting of all such rights or options or the issue and sale
of the Convertible Securities, whether or not exercised or converted.
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4.1

Note:

ARTICLE 4
EVENTS OF DEFAULT

Events of Default

The occurrence of any of the following events shall constitute an Event of Default under this

(a)

(b)

(©)

)

©

®

If a default occurs in the payment of any amount owing to the Holder hereunder when
due;

If default occurs in the performance of any other covenant or obligation of the Company
in favour of the Holder under this Note, the Royalty Purchase Agreement or the General
Security Agreement and such default is not waived in writing by the Holder or, to the
extent such default may be remedied, such default remains unremedied: (i) in the case of
a default under this Note or under the General Security Agreement, for a period of 10
consecutive days following receipt by the Company of written notice from the Holder of
such default; or (ii) in the case of a default under the Royalty Purchase Agreement, for
the period referenced in the Royalty Purchase Agreement;

If an event of default occurs in payment or performance of any obligation in favour of
any Person from whom the Company has borrowed money, and such default is not
waived in writing or remains unremedied for a period of 10 consecutive days after receipt
by the Company of written notice of such default from such Person;

The Company (i) becomes insolvent or generally not able to pay its debts as they become
due, (ii) admits in writing its inability to pay its debts generally or makes a general
assignment for the benefit of creditors; (iii) institutes or has instituted against it any
proceeding seeking (x) to adjudicate it a bankrupt or insolvent, (y) liquidation, winding-
up, reorganization, arrangement, adjustment, protection, relief or composition of it or its
debts under any law relating to bankruptcy, insolvency, reorganization or relief of debtors
including any plan of compromise or arrangement or other corporate proceeding
involving or affecting its creditors, or (z)the entry of an order for relief or the
appointment of a receiver, trustee or other similar official for it or for any substantial part
of its properties and assets, and in the case of any such proceeding instituted against it
{but not instituted by it), cither the proceeding remains undismissed or unstayed for a
period of 30 days, or any of the actions sought in such proceeding (including the entry of
an order for relief against it or the appointment of a receiver, trustee, custodian or other
similar official for it or for any substantial part of its properties and assets) occurs, or
(iv) takes any corporate action to authorize any of the above actions;

If any judgment or order for the payment of money in excess of $25,000 shall be
rendered against the Company and either (i) enforcement proceedings shail have been
commenced by any creditor upon such judgment or order, or (ii) there shall be any period
of 10 consecutive days during which a stay of enforcement of such judgment or order, by
reason of a pending appeal or otherwise, shall not be in effect;

If any act, matter or thing is done, or any action or proceeding is launched or taken, to
terminate the corporate existence of the Company, whether by winding-up, liquidation or
otherwise;
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® If any proposal is made or any petition is filed by or against the Company under any law
having for its purpose the extension of time for payment, composition or compromise of
the liabilities of the Company or other reorganization or arrangement respecting its
liabilities or if the Company gives notice of its intention to make or file any such proposal
or petition including an application to any court to stay or suspend any proceedings of
creditors pending the making or filing of any such proposal or petition;

(h) If any receiver, administrator or manager, receiver-manager or interim receiver of the
property, assets or undertaking of the Company or a substantial part thereof is appointed
pursuant to the terms of any trust deed, trust indenture, debenture or similar instrument or
by or under any judgment or order of any court;

0] A suspension by the Company of its operations other than in the ordinary course of
business; or

1)) Any representation, warranty, certificate, or other statement (financial or otherwise) made
or furnished by or on behalf of the Company to the Holder in writing in connection with
this Note, or as an inducement to the Holder to enter into this Note, shall be false,
incorrect, incomplete or misleading in any material respect when made or furnished.

4.2 Consequences of an Event of Default

Upon the occurrence of an Event of Default, the Holder may, by notice to the Company, declare
the Outstanding Amount and all other amounts (if any) owing hereunder to be immediately due and
payable whereupon all such amounts shall immediately become and be due and payable without further
demand or other notice of any kind, all of which are expressly waived by the Company. The Holder shall
thereafter be entitled to take any action, remedy or proceeding available to it under this Note, at law or in
equity. All or any rights of remedies of the Holder upon the occurrence of an Event of Default may from
time to time be exercised independently or in any combination.

4.3 Costs of Realization

The Company agrees to pay to the Holder forthwith upon demand ell reasonable costs, charges
and expenses {(including reasonable legal fees on a solicitor and client basis) of, or incurred by, the Holder
in recovering or enforcing payment of any of the monies owing hereunder.

ARTICLE 5
MISCELLANEQUS

5.1  Discharge

Upon full payment by the Company to the Holder of, or the conversion of, the Outstanding
Amount, the Holder shall, upon the written request of the Company, deliver up this Note to the Company
and shall at the expense of the Company execute and deliver to the Company such deeds and other
documents as shall be required to release and discharge this Note.

52 Waiver

No act or omission by the Holder in any manner whatever shall extend to or be taken to affect any
provision hereof or any subsequent breach or default or the rights resulting therefrom save only express
waiver in writing, A waiver of default shall not extend to, or be taken in any manner whatsoever to affect
the rights of the Holder with respect to any subsequent default, whether similar or not.
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53 No Merger or Novation

Neither the taking of any judgment nor the exercise of any power of seizure or sale shall operate
to extinguish the liability of the Company to pay the moneys hereby secured nor shall the same operate as
a merger of any covenant herein contained, nor shall the acceptance of any payment or other security
constitute or create any novation.

54 Governing Law

This Note shall be deemed to have been made and shall be construed in accordance with the laws
of the Province of Ontario and the laws of Canada applicable therein and shall be treated in all respects as
an Ontario contract. The Company hereby irrevocably submits to the jurisdiction of the courts of the
Province of Ontario for any action, suit or any other proceeding arising out of or relating to this Note and
any other agreement or instrument mentioned therein or any of the transactions contemplated thereby.

55 Notices

Any notice or other communication required or which may be given hereunder will be in writing
and will be delivered in accordance with Section 6.1 of the Royalty Purchase Agreement.

5.6 Time of the Essence

Time shall be of the essence of this Note,

5.7 Maximum Rate Permitted by Law

Under no circumstances shall the Holder be entitled to receive nor shall it in fact receive a
payment or partial payment of interest, fees or other amounts under or in relation to this Note at a rate that
is prohibited by applicable law. Accordingly, notwithstanding anything herein or elsewhere contained, if
and to the extent that under any circumstances, the effective annual rate of "interest” (as defined in section
347 of the Criminal Code of Canada) received or to be received by the Holder (determined in accordance
with such section) on any amount of "credit advanced” (as defined in that section) pursuant to these
presents or any agreement or arrangement collateral hereto entered into in consequence or implementation
hereof would, but for this Section 5.7, be a rate that is prohibited by applicable law, then the effective
annual rate of interest, as so determined, received or to be received by the Holder on such amount of
credit advanced shall be and be deemed to be adjusted to a rate that is one whole percentage point less
than the lowest effective annual rate of interest that is so prohibited (the "adjusted vate"); and, if the
Holder has received a payment or partial payment which would, but for this Section 5.7, be so prohibited
then any amount or amounts so received by the Holder in excess of the lowest effective annual rate that is
so prohibited shall and shall be deemed to have comprised a credit to be applied to subsequent payments
on account of interest, fees or other amounts due to the Holder at the adjusted rate.

58  No Partnership

The parties agree that nothing contained in this Note, or the conduct of any party, shall in any
manner whatsoever constitute or be intended to constitute any party as the agent or a representative or
fiduciary of any party nor constitute or be intended to constitute a partnership or joint venture among the
parties,

59  Invalidity of any Provisions

Any provision of this Note or any provisions of the security contemplated hereunder which is
prohibited by the laws of any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such
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prohibition without invalidating the remaining terms and provisions hereof or thereof and no such
invalidity shall affect the obligation of the Company to repay the Outstanding Amount.

5.10  Specific Performance

In addition to any and ali other remedies that may be available at law in the event of any breach
of this Note, the Holder shall be entitled to specific performance of the agreements of the Company
hereunder and to such other injunctive or other equitable relief as may be granted in connection therewith.

5.11  Successors and Assigns, etc.

This Note shall enure to the benefit of and be binding upon the parties and their respective
successors and permitted assigns; provided, however, that neither this Note nor any rights or obligations
hereunder shail be assigned by the Company without the prior written consent of the Holder,

512 Amendments
This Note may only be amended by a written agreement signed by the Company and the Holder.

5.13  Expenses

The Company will pay all of the reasonable legal fees and other reasonable out-of-pocket
expenses incurred by the Holder in connection with the preparation and execution of this Note and the
various agreements and documents referred to herein (including all documents referenced in or required
by the Term Sheet), up to a maximum amount of $35,000 (plus all disbursements incurred by counsel to
the Holder and all applicable taxes on any of the foregoing amounts), which amounts will be deducted
from the Principal Amount and/or paid by the Company on demand by the Holder.

514 Counterparts

This Note may be executed in separate counterparts, each of which when so executed and
delivered shall be deemed to be an original and all of such counterparts shall together constitute one and
the same instrument. The delivery of an executed counterpart of this Note by facsimile or telecopy or by
electronic transmission in portable document format (PDF) shall be deemed to be the equivalent of the
delivery of an original executed copy thereof.
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EXHIBIT "A" TO SCHEDULE “A” OF CONVERTIBLE PROMISSORY NOTE
CONVERSION NOTICE RE ADDITIONAL ROYALTY INTERESTS

To: BG Furniture Lad.

Reference is made to the Convertible Promissory Note dated December 15, 2015 (the “Note”) issued to
the undersigned by BG Fueniture Ltd. (the “Company™). In accordance with and pursuant to the terms of
the Note, the undersigned hereby elects to convert the Outstanding Amount into the Additional Royalty
Interest effective as of the date hereof.

Initially capitalized terms not otherwise defined herein shall have the meanings ascribed to such terms in
the Note. :

Dated the __ day of s

GRENVILLE STRATEGIC ROYALTY CORP.

By:
Name:
Title:




EXHIBIT "B" TO SCHEDULE “A” OF CONVERTIBLE PROMISSORY NOTE

TERM SHEET

SUMMARY OF PREFERRED SHARE TERMS

Issuer:

Investor:

Capitalization of the Company:

Price:

Type of Security:

Ranking:

Dividends:

Liguidation Preference:

BG Furniture Ltd. (the “Company)

Grenville Strategic Royalty Corp. (“Grenville”)

Grenville to invest up to CDN$400,000 in exchange for preferred shares
representing 20% of the fully diluted share ownership of the Company
post financing.

$XX per share (the “Original Purchase Price™),,

Series A Convertible Preferred Shares (the “Series A Preferred”) of the
Company, initially convertible on a 1:1 basis into common shares of the
Company (the “Common Stock”).

The Series A Preferred will rank senior to the Company’s Common
Stock with respect to dividends, liquidation, dissolution, voting and
redemption.

The Series A Preferred will carry a cumulative annual dividend at the
rate of 8% of the Original Purchase Price, payable upon a liquidation ,
whether or not declared, and prior and in preference to any declaration
or payment of dividends to holders of the Common Stock. For any other
dividends or similar distributions (other than a return of capital), the
Series A Preferred will participate with the Common Stock on an as-if-
converted basis.

In the event of a liquidation, dissolution or winding-up of the Company,
the proceeds shall be distributed to the stockholders as follows:

The Series A Preferred shall be entitled to receive, prior and in
preference to the holders of the Common, a per share amount equal to 1
times the Original Purchase Price plus all declared and un-paid
dividends. After such distribution, the remaining assets of the
Corporation, if any, available for distribution to shareholders shall be
distributed on a pro rata basis to holders of the Series A Preferred and
the holders of Common Stock.

A merger, acquisition, sale or transfer of 50% or more of the outstanding
voting power of the Company, or sale or exclusive license of all or a
material portion of the assets or intellectual property of the Company



Conversion:

Antidilution Provisions:

Voting Rights:

Board of Directors:

Forced Sale:

shall be deemed to be a liquidation provided, however, that a transaction
shall not be deemed a liquidation if its sole purpose is to change the state
of the Company’s incorporation or to create a holding company that will
be owned in substantially the same proportions by the persons who held
the Company’s capital stock immediately prior to such transaction. The
holders of at least sixty-six and two-thirds percent (66 2/3%)of the
shares of Series A Preferred may elect to waive the treatment of such a
transaction as a liquidation event.

The holders of the Series A Preferred shall have the right to convert their
shares of Series A Preferred at any time into shares of Common Stock.
The initial conversion rate shall be 1:1, subject to adjustment as provided
below.

The conversion price of the Series A Preferred shall be subject to a
broad-based weighted average adjustment to reduce dilution in the event
that the Company issues additional equity securities (other than shares
reserved as employee shares described under “Employee Matters”
below, the issuances of stock to banks, equipment lenders, etc. pursuant
to debt financing or equipment leasing transactions and other customary
gxceptions) at a purchase price less than the then applicable conversion
price. The conversion price will also be subject to proportional
adjustment for stock splits, stock dividends, recapitalizations and the
like.

The Series A Preferred will vote together with the Common Stock, and
not as a separate class, except as specifically provided herein or as
otherwise required by law. Each share of the Series A Preferred shall be
entitled to a number of votes equal to the number of shares of Common
Stock then issuable upon conversion of such share of Series A Preferred.

The size of the Company’s Board of Directors (the “Board”) shall be set
at three (3) members, all designated by the holders of the Series A
Preferred and the holders of Common Stock voting as a single class.

Grenville will be entitled to designate one observer to the Board. Subject
to agreeing to customary confidentiality restrictions, such observer will
be provided with all information and materials provided to the members
of the Board.

At any time, subject to the approval of the holders of at least sixty-six
and two-thirds percent (66 2/3%) of the Series A Preferred, the Series A
Preferred holders may elect to cause the Company be sold pursuant to an
asset sale, merger, amalgamation or some other combination transaction
and all shareholders will be required to sell their shares or otherwise
tender their interest into such a transaction, The holders of the Series A
Preferred Shares will be entitled to a price per share in any such
transaction equal to the greater of (i) the Original Purchase Price for
such share plus all accrued and/or declared and unpaid dividends and (ii)
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Information Rights:

Rights of First Refusal and
Co-Sale;

the fair value of such share.

So long as a holder of Series A Preferred continues to hold at least 5% of
its originally issued shares of Series A Preferred or Common Stock
issued upon conversion thereof, the Company shall deliver to each such
holder audited annual financial statements within 120 days of year end,
unaudited quarterly financial statements within 45 days of quarter end
and unaudited monthly financial statements compared against the then
existing business plan within 30 days of month end, and will provide
such holder with a copy of the Company’s annual operating plan and
budget within 30 days prior to the beginning of each fiscal year. Each
such holder shall also be entitled to standard inspection and visitation

rights,

The holders of Series A Preferred Shares and holders of Common Stock
shall have the right in the event the Company proposes to offer equity

securities, or other securities convertible into equity securities, to any

person to purchase their pro rata portion of such securities (based on
their percentage equity ownership in the Company assuming the
conversion of all outstanding convertible securities into Common
Stock).

In addition, all current and future holders of Common Stock (other than
the Investor), unless waived by the holders of at least sixty-six and two-
thirds percent (66 2/3%) of the shares of Series A Preferred, will execute
a Right of First Refusal and Co-Sale Agreement with the holders of the
Series A Preferred and the Company pursuant to which the Company
(through an affiliate to be designated by it) first and the holders of the
Series A Preferred second, will have a right of first refusal with respect
to any shares proposed to be sold by such holder. The Right of First
Refusal and Co-Sale Agreement will also contain a right of co-sale in
favour of each of the holders of Series A Preferred providing that before
any such holder may sell any of his, her or its shares of Common Stock,
he, she or it will give the holders of Series A Preferred an opportunity to
participate in such sale on a basis proportionate to the amount of
securities held by the seller and those held by the holders of Series A
Preferred. Such restrictions referred to in the prior two sentences will
not apply in the event a holder transfers such shares to a wholly-owned
subsidiary or other wholly-owned entity provided the transferee agrees
to be bound by the terms of such agreement. The option agreement
governing each option granted by the Company shall require, as a
condition to the exercise thereof, that the optionee execute a counterpart
signature page to the Right of First Refusal and Co-Sale Agreement. In
addition, the Company shall require, as a condition to any grant or sale
by the Company of any shares of Common Stock to any party other than
the holders of Series A Preferred, that such party execute a counterpart
signature page to the Right of First Refusal and Co-Sale Agreement.



Drag-Along Rights:

In the event that the holders of at least sixty-six and two-thirds percent
{66 2/3%) of the outstanding shares of Series A Preferred propose to sell
their shares of capital stock or approve a merger, consolidation, sale of
all or substantially all of the Company’s assets or such other change of
control transaction in which stockholders of the Company immediately
prior to such transaction hold or own less than a majority of the voting
power of the Company immediately after such transaction, then each
shareholder of the Company shall be required to sell his, her or its shares
of capital stock andfor vote his, her or its shares in favour of such
transactlon. All shareholders of the Company shall be party to the drag-
along provision.
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EXHIBIT "C" TO SCHEDULE “A” OF CONVERTIBLE PROMISSORY NOTE
CONVERSION NOTICE RE PREFERRED SHARES

To: BG Furniture Ltd.

Reference is made to the Convertible Promissory Note dated December 15, 2015 (the “Note”) issued to
the undersigned by BG Fumiture Lid. (the “Company”). In accordance with and pursuant to the terms of
the Note, effective as of the date hereof the undersigned hereby elects to convert the Outstanding Amount
into such number of Preferred Shares as is determined pursuant to the terms of the Note and directs that
such shares be registered, issued and delivered to the undersigned or as the undersigned may otherwise
direct in writing.

Initially capitalized terms not otherwise defined herein shall have the meanings ascribed to such terms in
the Note,

Dated the ___day of ]

GRENVILLE STRATEGIC ROYALTY CORP,.

By:
Name:
Title:
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yib

TABLE OF CONTENTS TO SCHEDLLE A"

ARTHLE | INTOEPRETATRIN
L Dehalibion

P fuberpmetagiiag
Py Headiags, K:@ o
P4 Py Mata Bmhmx f&w
4 Curnency . .
16 Bitenest
L7 Propaypent .
ARTICLY JUOVIENANT "‘x
Tl Covensny
ARTICLK 3¢ ﬂ"é\eﬂi&h}“‘{
&1 Opnanal Conversion pelor 6y kfateelly Dite
X3 Whude Shases Only . s
I3 Ko Requisement s s Fragiiosal Slas
34 Qompary o Create Prefemid Shures...
15 Corpotate Agreomenis

T Adjusunenes
ARTICLES. ..
EVENTE OF DLF. \EJL”E’
U Heents of Deloult
43 Foneyuencesaf an Event of Ucfmstt
13 Cowsof Roulleation . .
ARTELE SAISCELLANEBOUS
54 Ihscharge ... . .
S Woiwy -
5% Mo Merger er fwmxum
54 Canerming Low
55 Kughees :
it Timgnfthe &m&w
§7  Blasimom Rae Promiticd hy Law
54 NoePonoceship e e et e
58 Imvalldity of uny E’[mmmn
S Bpeettwe Porformamee. .
S00 Suctessmy ungd Asslgmy, €.
FHY Armndimedis
311 Gxpmnses
S44 Coupterparts.,

G LR LR be da e Tkt L Gl ol a3 Bd B JoB Bk Dl s v

"
o

i

102



SUTEDLULE ™A™
Tha fuftesary cogilthisore apgdicatibe e Convertible Pronmeoary Nide gd BU Farmtuns Lol

ARTICLE L
INTERIFRETATION

1.1 Pefinittons

fn this Nobe, enlexs there o samgtheong in the srhjee! plugset o contexd invansisbent thenew i, tie
e sty fullvsang shiok haye the folluwisg weaningy. nemely

“thils Note the Natp' "Naote’, "heretn “hereln’ Cherehy. “hercunder’. Chereol and samilur
eapresiions wler o the Mote represented berety and a6 mny particular Artis b Sectig, salseaan,
clibse, subdivision of atbier portimy bereal amd iclude apy sl every msirement supplemeneat or
aneitlary bergeo and gvery Note Bsued jo nephacement benaat

Brusloeas Bay ' mieanc ey whieh Ty pat o Sasurcbsy or Stmsbey o g vhoiy e dastulory Bolidiy in e
Pyt of Onrari

"Ceenrnons Shores” maas e cnmabe sk s O Company

“Compuny” means B0 Fornture Eed, g hody corperace saorporared parssss fo e bsaos of Poos e ol
Omtgrin, wsd ichindey azdy stectsow vorparaties T of the Cumpony within the meaning of Saon
31

“Conversdom Prive  muem $LAHT pds Preferred Shaee, s the same muy be basred frae tine ns sine in
seevndunce with the wermms of thia Nige:

“Fyont of Helandt” meoiy any evont yvibod in Seutbn 41 which bids ot been wanved, vunsd or
remedind 10 secordence with the torms Rereol,

“Geseral Secarity Agreenwrd” means the peoerid sevurity agreement dated Seprenshar 3, 2005 ¢xeud
and delivenyd by the Compiny to Dedes ithe Strategae Boyalty Camp.

“Hotder” nigans the Perin feom sime o gt eeps-aerad as e kolder ol 1his Mare,
‘Mhidurity Dute” geeans Devsmber 38 2D,

rutstanding Amennt ' mouss ol any gieen b, She Foocopsal Amount then sutsianding oml off seerued
hut enpuld interent thereu

“Porsun” nrans any tnde ideat kol propeichsship, parmeshep, G, entity . dnsieoeporod eockithn
pincoipeasiesd §3 odicere, uttncorpoeuted srganisutaon, ost, bsaly corporate o povernmentd mieority,
pmb where the cnatert wsperese iy of the Besdig show ey wre seling os tnodee. execuor,
wdrmimideasor oruiher fegal representinive:

“Pricelpid Amount” means the prencipal amount of iy Note s set fonh onthe Gawe page hoeeeot.

“Hoyally Parchuse Agreement” gl the sounded arsd retated rvaly punchuse apreonsent Ietaeen
the Cinmpranty gnd Cirenyille Strategic Royalyy Corp. ited Seprember 2, 20HS,
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‘Nubsequent Instaliment fius the nieaning aserhed o surh teem in the Rovalty Puschaie Agrienignt

1.2 Interpreiatinn

Wards bropurting the singular murher oy shofl fclude she pligad aod vice vorn wind wordy
irnpeorting the wiaculing peader stadl fnvtudes e qester or the femming pender and s e vorsa

1.3 Huadings, Fte,

Thie dividon of this Nole into Sectiate snd dee insertivn of hoadisgs are for vonvgsionee uf
retesenee pody il shall oot wiTest the comtsuction ae interprotation of this Note, The ienms "hereaf™,
“hereunder ' and spmtar expresasioos reter (o dhis Noe aed s toasy avicudar Scetiv or gther pertion
fiereof and invlude dany agreensenst sapplemental hereta, Daless somathing in the sabieut nuatter ue oatest
T inttmsiatent thenswich, wierenee bereb s Seetions ave 10 Seotions of this Nue

) fray Not a-Husiness [ay

‘ Tenvhe evont e gy Gy wtor beTuee whieh any wotioh is esquired s be nken hereuesler i g g
Buouineds Pay. then sl swtiog hall be reduired b b Lshatse on s Befors the esyusate e vo the nexs
sucoesding ay thil iv u Business Day

I.X Curreacy

Al geterences tovomeney tecin shall be w luwful money of Cunoda

{16 trteresi

Troemiest aos caboulated undes this Nete will he puyable anpuslly b presers catntancisg on Jaaary
L0 Gt theresfius ose ey 2 of e ealendar seur onlid the Outstanding Amcaunt s Fully repald of
atherwese converted o acomnlonsee wich the terms ol this Noted,

LY Frepuaymeni

The Praocipal Adtny ol weed fterest s this Rote may sof be prepoaid by e Compans. in
w hisde e 1 patt, withom e priar welgten corment of the Belder,

14 Additinnul Sote

This Nete b in wddizion e and et o subsiztution for Qs the promsissary mae Inode priveysl
wrrwsunt of $1O00ANXT g Ovtaber 30 2018 boped by the Cuenpany fu thie Hobilers (h) the prami ey
meits o the principal amotng of SSHEDOD dored Nowmbey 26, 3035 Teosed by tle Connguaary o the Thdder,
wink Gy i promisanty o i the prinvipal ormoost of 3280000 duted Becembor S, 2003 beued by the
Counputyy 10 the Hohder

ARTICLE 2
COVENANTS

h A | Coverumiy

Far 8n heeg us any portion of the Owsanding Amuisst soains catalamding. the priae written
sowsent uf the thdder dadl e neysined belore any of the Todbioaag setisny are or may be e Cwliethes
diractty o Ry uneinbioent, owrger. consalidutivn or othera ised;
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e res e 106 1 declsration of any divedend or sther disteibuction by the Compasy,

the entering inhe by (e Cinspasty of sny ctatuet insobyving pagments by the Lompany
padividoglly o vacess of BERINY o ino the apemepane o eNiees vl S TLERRY, «r the
nuthing of oy wupital expenditare, individuaily v dnothe agarepate, Inoexiess af
STCHBIRRY,

the Company creately any whskdury or eapablishiog, scguiriag o atherwre becoming
fisverbwenl D0 amy coriivale endity of aty pusinensiop, jotnt seotues o samllar aroamganstenls
oustde e vndinory cousse of besiess of the Cuanpuny coturing e avy vy
agivestet ur other foupm uf sermement in conkemphdion el

the Cotnpeay biwrrigg wity fedebtediness taher tan imide payables i the onlinary cpurse
of bussinesgd or granting pusrantees i excess of $HRLEX aanside the undinacy course of
Bebiees, ot pormiting e coestion of Bens an the Chmpany's ket dexeept fop
oy, permisted Hons,

this sssuaner by the Campany ol any sfures oF adics seetimias of the Comgrany sucluding
iy sewuritioy or othier rghls consertihfe st shares of the Compaey Lo wiber (hs
insmances mode puesdast (o the conteision ul comvertible weurities of the Compapy
sigtstanaditg g o the dute hevent,,

Hhe creatzon of any pesw class ar series of skares of the Coamguiny
the prarsing af any aptlons by the Coamghaey;

any chungs fodbe primary Ting of husiness of the Cempuny 1o the siking of uny other
pracsial @ hivnge 1o the Campany » husines

oy imreder o abeveciss 1 the suenber of sembers ol the Boand.

the entering dpes o completien by the Comppuiny of any  mwerger, amadgammtion.
artgehieal, sther corporste nuorgamvatinn., inclodmg o eesphtaddizsion, viange of
vontprd o aty Gaosagctian to which b or amaieria) poston of the wssets of the Campinyg
or any of iy cubsidiangs e saldl fed, cwhinped, randerred ue eaclaniely hicensed.
wr oy Hgaidation, Qesadution o winding up el the Campasy o any of l1s subsideaicon: oe

the Ganpletion ol iy e, e, excluasge, frunsler or sther dz-puesttom oy fveme of any
stesetionf the Compaay mstaide the sedisary caune 1 busiae o,

ARTICLE]
CUONVERSHON

30 Optionsd Lamsersion prior to Maturily Date

Ab by Hime duning the peried crmmeacing on July 1 2606 aed sding ay LY paoe 1 Tesisan
temiet ot the dase snsaiediatcly prioe W the Maturty Bate, the Holder may tn s soele disererion oot o
crnvert e Cuestmding Amtonai (s winole und s in ety it

titd

sefelitirsal royalty intersrs of the € ompany purssan @ and in geosadince sath Uee eems
of the Buvaliy Purchive Apreement on the hosts thst, upane sueh sansiershst, fid the
purpomes af e Royalty Purchise Agneeswent. the Quistanding Adnount will ke deeminl
fii sl parpeeses b be o Sutseguen) Iasealmear vndve the Rugaity Pacclize Agreemen



tibe ~ Additlonal Rayalts laterenC’ 1 Toowomeen dhe Ousaanding Amount falo by
Additionad Rigully Ineesest the Tholdor shudi detiver wodee Compuay written wdue in te
form of Ealobll A" atteteed forete, dtly excoued by e Blelder or Dy fegal
ppuentative of aeney duly appuinted by g instroment in owridng inoa form
sefislactory to ghe Compony g Converston Notbee' ) ewrising such eomeniian right
Int aecordsnce with the provisiine kereod and, effective uy o the diate of e Cans etaiom
Nvijee, the Clul-tainding Aot s it b deconal tr be o Subieyqueat nstalimeat in the
armusand ad (e Cutstanding Aswuing fa the pusposes of the Rosalty Punliee Agreement,
wid the Company will execute and deliver a3} such docimemy el esdiruments; a8 take
afb anehe wenions, it e Thdder mity reguesd 1a esidence or elflecteate such convessian; o

thi the mumher of preterred shares af the Company ansded sdown (e the weoeit whle
tarmdaetd {the Preferted Shoures’ ) helring the atenbutes sted in tae ferm cheet astaehied
heseto i Schedule “BY ithe * Tebaw Sheet'' and sich viber terms ax ity be ditermined
by the Hlodder i waosade dicrecion, determiasd by refpience b e falbnving Farmalu:

Cutstending Amountsmyersion Price

IF thie Plodiber chsars pastaanial e thls Scetion X 1 o creivert the Ouidanding A nwsnt inte Pretested
Shigres the Hulder shobl surrender this Mo s the Oompany, fopeber with g Cosversion Kotice
sybapisdladly it Lors of Lxhibic "CO stiached Benets, loly execuled by the Hisbhder oF §is logid
representutive or atorney duly appoineed by an ftewsent (o wiiing in e form solslectory W the
Conpumy. exervising such conversmn dehil Inoeeonfve with it proadihns botssod, Theecups, thie
Hofder sn . subjeet 1o puvwst of all spplcuble stimp or seseniy gunstor taxes o8 yiher gorerang atul
sharges, v pemincecsy or walgrieerss, sball be eatitted urbe grtered In the bouks 4t the Cumpany as at
thie dge o the Conmversian Nistue e the holder oF the neober of Preferred Shates detecmined pursoant o
this Sestion 3100y haeseds o ehee Crstetunding Armounde amd, 0 soun ws prectenhle therestios, the Lainpuny
shatl dethes we e Bobibie o, sulfest s doiesiide W 8 seminee sy, ar assipneets), 4 certlonte or
cortilicatess bor sech Prelermod Shares

32 \Whale Shures (hndy

The caghes of conss e see Forth fy das Avuele 3 shall exsend onty w the mucimmum rumber of
whude Prefemed Shares info which e Duainding Amount sy be vopeened s acoedanice with. e
prnisdiay of this Anicle 3 Procbomal ineeesis in Preforred Shores <Halt e wliosecd foe (n 1he oanscs
provaded i Sectisst 33 AN Prferred Shatres bsaed i connection with the conversbm of the Ouistanding
Ammount Wit for wll parpeees b degmed o isaed sid aylaanding 5 oy paid and non-assesaable.

13 Ko Reguircment tn fssue Fractionut Shares

The Company shafl wa be reguired 0 bane froctiongd shares gpon e comenidan of the
Ouistundmg Amount o Pretorred Shares, I ury fravtieoud ineeerst i u Dredored Share sould. except
for the provtsions of bhis el 33, te dellverable upvin the conversiug of the Oueaunling Ambunt, the
Compuoay shadle B livae of deliverane wny cerilicate for such fractioms! nterest, saticly soch froegonal
intecear by puying s Hie Fholder an amise Goosipuivd Bk geaesd weotd i seapet wl aech fracinngl
determingd by’ the duecwors of the Comipany . setling reissonuhly

34 Company ta Creste Pieforeed Shares
The Cumpany covctings wath (e Holder that it wsil in coninecton with ehae comaerion of e

CGuivushng Amuumy im Prefermsd Shares, tabe il wotions meressary ta e the ceeation of he
Preferred Sl an sorvrdance with the terms of this Note and the Tesm Sfued, arad g twreafizy af off



times teseeve amd keep avaltohle sut o s outhorizal st saeh gumbes of Prederad Shaes deoad
that ke setabile wpsan the vrsersion of the Quistunding Armoant,

15 Corporate Agreemonts

Nuawithshinding  wrythimg elie comaned  hersin, iF ihe Porchasgs eloos we vowert e
Ousstiinfling Amawnt (hto Prefemad Shaces (e Gopopany  the Holder and coch shareholder o the
Compuny will, comemporageansty wih the isaiange of sush Preferred Shdies o the Balder enter jnto in
sreene Bzl agrecmieot e o agreenent which shidt selide, datee afia, the 10 08 564 vt uekber the
treadings “Rewnd of Directoey”  Foroed Sole”  Infiemaies Righes”. Rigdses of Fivs Rethial and €
Sl und g Meag Bichss™ In the Tosm Steet vaad soch othoe wims ay sy be detersuned by the
Thalebor f11 [ty sade diseetion, sad the Holder covenanty wnd agress by execute and doliver, und tadane
rach of the sharehabders of the Company fo exeeure sod deliver il sueh devusents and instruments. and
tdhe all souh actims, oy e Hobder my reguesy o comnecnon wisho the eoisersios o e Oubtanding
Asant i Preterted Shares,

A6 Adjustinends

The Comversion Price in ettoct ot any date sholl be aibiact o edjie st oo e o Hine
Pilfisy;

Y Tt and whpgrever w0ty v aind from He @ ok the Compiny siall di-subdivide,
wdivide or chimpge it then outboubltg Cowednon Shwess ok o gocater number of
Commusn Shares, (o redece, combne. comsolidate or change ity then vusstanding
Camzantien Shuves fnto i oot pustter of Comtneen Shans, or 4 baswe Carnanon Shurey
{or secunnes eschenpeable ar converible ings Catimien Shazesy v the holders of all or
subeisraiadly all of j1s then ourstanding Commpm Shares by wiey of ok divdend o
otbey disihuzisa tother thun i dividesd o the ordinary conese paid in Commaon Shares or
~ecurltivs exchangzihte oF convertible sato Crgmvmn Shores Gy of sl eveaty being @
“Siare Reorgaviatlon” s e Comendon Frive shull be aldjused etfective Inmsedigety
ubeer dhw efevtine dare ar rpcusd duge For the Store Reorgancastinn. by mulbplying the
Cimversion Prive in elfoct mmadistely poon to ek effeviia date or cewond dale By the
gustivat dbtaingd wihem:

A the vumter of G Shares putstandieg on such eflective duie ar
necond diste hetuee piviog edfoct b the Shae Reorgnsustim

isaderidded "l‘!

R the bt of Comvoon Shares outstacdioy  imseaediately aller ihe
vampletiom of sech Kk Rearganizanon (hat befaeo gicing effeet to (he
poe ul wmy Cussioon Shune psued stler sech record dte ntherw sethan
pe e ad soehe Shary Reonsmistion wehiding, i the vase where
welgtien  exchanueshle or comamible Inte Commp Shags i
ishrihested, e sumshet of Crqmen Shares that would bave been
outsturidomy hod such securies hoen evghinged i ot eonectied s
Casanen Shatex oo such rocoad dise.

1.} H ond whenever there s a capitad revegasd zatbons of e Comgrmy pad atbera e privided
far kn Sectios 3bkad ar u convedidabion, merger, asrangement or aouelgamistooen (stamrnry

. 5
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et wtheess e o (e Company with or fnos another bady worpseitte fany such eserit buing
s “Cupitel Hereganization’ 1, i e Outaiowding Anveant fies oot been cimverted proru
fhie effeetive date of record dute fur such Cupitd Reorgsend datisut hiert the {hdder shall he
pghlad b pesclve el sfadl oweepr upon the converniion o the Cirsaaeding Aginunt ul
any Hme atter the el fectlse dure i oeeord date [or such Cagntal Reorgemaeation, in imnf
e wumtber of Treferrsd Shaney rg owhivh the Holder s gheretaliee eatiiled wpon
coeseom, 1hi aggegate veomleer of Prelerred Shures. ar othier securitiey o the Company
e oud the cdrporsllen ar baly carpolieg essfaeg, supvsing o wmtnumyg b the
Capiind Resrpanisariin, thot the Hidder would have hoen entithed 10 gecedve as o eesult of
wwph Capingd Reeqgactzabion if. aa the effective date or recied dale, i had Been the
regivicred boliber «f the number of Prefemad Shures w whivh @ wis therctolare eatitled
upeay the consergun of the Outitanding Ameaunt; provided (b no sach Capeat
Beorpenuzation shall he curgicd st effect unless all necessary steps shall have heen

aben i thut the Hobuler stull immediaely (hergattor be entished 10 neoeive such number

i Teeforid Shares vr athier seedrites of 1he Cwmpany of of g crapsrriliioe sor body
corparate reculiing, sy Fuing or ventinuid e from the Capial Revrpanization.

fn the case of ay reclaasaticatin nf, ar oder change i the cgistareding Comman Sharey
other thast a Stoee Bovpanizstivn or o Camtal Reoeganizarion, se right of cods eradun
shall be wetjstmd smnwedively afey e eflovive date or roeand daie for seeh
cechssidicition or other chanpe v that the Halder stull he entithed % receny e, upim the
wisnveriinit of the Oulstandme Aousand ot ary tme elter di ellective dateor evind dafe
o sueh reclesdBeanion or ather chisnge, suecde shares, seeurities tr nghte as the Boblbet
wouhl Have neceived bad the Ountiding A begt cveried ko Preferred Shoees
imsmcdiately prive pe speh effective dote g rovond date. subjest o sdisesteens thereafter in
secvmbtser with provisiuny the same s nealy oty be presible os those eantaided o
Sections L6 dnd Y6ahn,

IF a0 aby tined or frome dinee o Lone adier the saie o this Note, R Comptiny 52« 1y
sefls, e Iy dhesanesd o e dagied o sold, Ashiitiomd Shares ras defined betow | for
Liluetsse Pove fus défined helow ) fess than the then effective Convvenian Prive, then and
in euch such cove, Use then etfoctive Conversion Price studh ke reducesd nsonl g optinag
ol Buadmen ol e i ol sk e o sabe. o dmeunk ealoeladesd (o the st b
of Jecimaf pluwes as the amigingl Conversion Pricey detqnmined by nultiplying the
Comvepsinn Prive (hen in efloet By 4 fractson

{h A b gumerate of whileh odisdf be the sam of e Qutstamabing P (s detTad
hehiw ) und the numther of Cioason Shieres tae the cirdidesstum recoroed by the
Centrpany or the titad number of Adsitonol Rhares s issgod for devned w be
Panteedd world prachine -t the Cusveesion Prive o elfees immedirelye prow
such oaanee, wud

(1 B. the demursnabiw of which shall b e sum o the Ohevaedieg T plus the
strmber sl st Additioad Shisres s dvsaed cor deemed to be Iageds

-
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Far ilustrative parpte s oty 8 e Comcrdon Prive o0 $1.%0), the Ootstanding e i
HaFRIILE Cosmmen Shares apd the £'oropany jasues TERLEG Additiiaal Bles fis
congsdufurntbose of S0 OO0 dheiiny wm Elfective Brice of S 3 o sty Addhiinaal Shas
(A2 TR F XKL = 37 2300 the then offeetive Comversivn frive shall be nedoved
AR, being b prsducy of STAD x DOHRIRREIDNG « DROGERAY) / (RLIFELIKNTE ¢
2ANHEIXU

Fut the prrpuses of this Kone!

i

i thécorr Acledithoul Sharey” shalb wadin st Commun Sharev iasoad or deeinad
far b fasuedd by the Compuny efwee the date of this Niste, pther thun: 1 A Commnn
Shures or Convertihle Securiios s defineid ghet | isdicd proruaed L a Shaee
Reuvrgaaizanion, Capriad Buoiganizaten or simmbae ranssctions docribed i this
Sewthim 16 (A1 Conumne Steges o Comvernble Secunties vaued ppon ke
eiercise of wtler Covverdhle Securities, o Contron Shuoes beted wpon the
canverdot s eachinge of Conventibfe Sccurities, 1o ainch e preadded «uch
nauanve s parsnem e gl Wi of sach Cooventible Securlty: () € ommna
Shores or Convernable Secumues waoed o emphsees o dinctor of, we
cettiatibits ap wdilsony to, e Comyumy o eay oF it cubshiliaties el te s
plas. apreemcnt of agangement appoaved By the boond of deecwes ol the
Crmpany; (1) Commmonr Shates or Comeentlhle Seouritias baaied prizsuany oo she
dgguiitiog of wnabaer cogporaion by the Company or dny of @4 subabifiaeies by
rmidpamativn, wrongsment, piichase of al e sabstatiolly off of the sssers or
shistrey or ailber roaepani zatlon of L g podad venes apeemse . provaded Bud sech
Peaabees are gppionved by the hound of dinetrs of the Comprary. o (60
Curmmsns Kbutres poted upsd) convernbon of the Ouistanding Amsunt;

(s} ihie torm “Clotstanding Lusae © shall mean she aen of 1A e punber of shuges
al the Compasy outsanding ismedislely proor to such esies ples (85 the pumbvr
b Preterred Shures pslable il e vonierann o the Ouisiambing Armount,
vithrudated cenmseduately privie s such basue amd prioe b @ffecting ans adiustasmt
te ek Campversion Frove pursoast 6 Sectiun Loy,

(il the e "EfMective Price” shall nwan G okivnt defeemaaed by diviidieg the
tetad munber of Additoonad Shures ased o sobd o oot D bave breen joaeed
eof sarfid Wy adve Comgamy wider Section 3 @ d), rat the consddermtion reveived, o
deemed 1 huve beaw recelvad by the Comgany fur stich $-ue. umder Sectaon
Abnds {ur such Adurional Sheres.

P it purpese ul mukhing any sdjustment eequinad woder Segting 1404y

Cit e constderionar reegived by the Comptng B wny pesue or sale of serudies
shiofl EAY fu the exent i€ cunssts ol s, b covnpuied @ (e set sl of v
received By the Coinpany aitee deduction of any umbarstiing or suniliv
LOITRIS s, 3R Isation of vosissanny paid vr glleed by the Company in
venuectkon wich wich fasue or safe st vitong dedueton of any otlier expenees
poysbde by the Cranpuy | (8o he estent st cemests of propseaty athee than vitsh,
b cosmprited it the Late saloe of thid property ds deternmosd an gad baith by the
hesinek b diregtars of the Cumpany. am] 40O 10 the event that Addizanad Shures,
Convesrilde Svvuritaes or rights ur optiens to purchase either Adibizional St o

Comestible Sceurities e beucd or sald 1agether with ather seock tr secoriies or

ither vseh of the Company for o comeddesithn whivh aosees bl be compuled

Y
0



1y

s the paarting of the vostsiderataug soreueived thit may be reasonably determined
in poed aifhy by ahe hoed af dirgerods of the Conary 1 T albogable o suck
Aduditionul Shares, Comeeertible Secvrled v elphis v aptlins.

it Cotnpany feates o sclls (AL sanh o other secordass comverfible inox
Adsdtaonal Shases such eonvertiblo stack or securities boing horen reforrnd neas
“Consertible Secuelibes’ 1 o Py esghits tr pptions te she purctoee of Sdditkasal
Sharca o Casvertible Seeurlivs, wnd il the Bifeuive Prce of such &bdisiond
Stutres by less shan the Canvetion Prive then {nedfovt [n eovh vass e Compiarg
shilt be dewmed to have roand ol te Ume of e fosuance 68 such nghts or
oprivns or Comenible Seouritles the masinum aumber of Additsonsd Sharey
tauable wpon earcche or wonsersion therent and o luve revelved g
vengsidersniv fo the fsasanive of such sbunes un amiene eyuad o the ootal amosem
et eomdderation, I oy, reehved by the Conrpany Tor the fsauerioe of ek
riuhits or eptivey i Cunsertible Sceunties, phoi e the case of mich rlght e
sptfonis, e mininnn ssoants of coraderation, st any. poyahle wehe Compuny
wpon the eaesriae of awh nphse of opions, plies, 0 e vase of Conaalhle
Sgewrities. the mmvoum amnts ot consideratioa, i any. payablde o the
Coppraay upmy the vnirtetsion tisrvat’, pravided that [Fm the case of Comentible
Sezurities the minttrsm amonss of such Combderation cimnot e iined, but
sre o funwtion of dni-dilsdlon orsamilar protective chases the Company shall be
deemed L hive received e dusiciem asmants of comddengtion withuost
reference @ ueh elog-es, provided et g i ar a0y Base sl fham taie &
limne fulliswiag e Dssmanve thereof. the minimum amount of vonshietetios
payabic e ghe Comgmety uport the exerede o comersiun of rights, oplos o
Uomerble Sceiatic: W mduced aver dime or i the occhrmnee o1 pon-
pcvurrenve of specilied evems other than by reasen of ami-dilotion sduannests,
the Effevtine Prive shulb be recabeatated oxing he figure 1o which such minimam
wroued of comsbulebstion ic wdueed: pros e furtor it 5wt any time gad Gom
Grwe o ome Tullowing  the ssasnce thereol, the migimem  wgwig of
errirdbergtun payable t the Comgiony, epai tur-crercise ap cietveesion ol seeh
nghts, options of Coenible Seeurities 3 saleaguently incsessed, the ElTeciive
Poce vhall he again weatculaed wing the incremscd mibndmum apsem of
vendidenntiog guyilie o e Cargany upxon the exctcine b cimversin of such
reghes, apdions op Convertibbe Seowitisn provided, fonbor tut oo cvestt shulf
e Comversion frive b wlpested atwive the Copversfom Pree In effae
ivwncdiately prive e the partivular adjustment equined undier Section 36ed) Ni
forher adjuctment of e Canveesion Praae as sdjuised upnse thee Bsasiove ol sach
nighis, opions or Comvertible Securities shalt be made o e vl of ihe ol
Pecgane of Addivivead Shurey om the exergase of any such ephls ar aphinss oy the
comserdan of aay sich Comsvetible Secietios, 15 dng such rbe s o vpidiom or e
capversim privilepe epresented hy eny such Comsenible Seeuriics shall expers
withott fewmg breg exermisml, the Convension Price o aljasted upas thye
Ivsuanuee of sieh elghts, sgiiions 1o Consentible Securities sbeadl Be readjusted 1
the Cimversing Price which would have deen in offoot hud om0 wdjustment been
frade v The basiy thit the unly Additonat Shares sa iswued were the Adititnn
Shanps, iy, aetially vaed or aobd ot ibe evercise of wiots righss v optisns e
righly 4 voemenain af sieh Comertible Seeurgion, and sl Addivbual Shasus,
Wy e veued o suld (o (O the conmideraton, 4 uny, actisally revelved by
e Cumpstiy dgon the eatrere of swch nekis o optisee e an the comersdon nf
such Comemble Seeunties, plus (125 the cnsnteratig, if sy, actaslly weeeioed

s

-



1ll

sty

b e Oty fur the pronging of o) such cigbiny or oplioss o1 the e sl s
of the Cpnvertidde Socuritios, whother o mar esors bt or costveried
ARTIUIE 4
EVENTS OF DEIAULTY

Foenty of Pefault

The sevurrende of any of the Lliswing ovens sball veggisate e Evone of Detosll under this

133

iy

1\

It nddoduule excosrs n e pedyitient F aoy snwsiat vwrtg to the Holder hereumber when
sl

tdefualt vecwrs tn Lhie pirformasice of aay other covenant or abligntimg o the Congiany
fo favonrt oo the Thodee bt this Note, e Rayalty Purchase Apreerment ar abe Gengtol
Security Agresment and such delodt Boml waived in wiiting by the Hoelder ve. it the
etent sucty dhefuult iy b remedied, such e faudi remlins iienssdad 17138 the wne o
B et ender this Norg wr nsder e Conerad Seeurity Agreement, [ a perid of 1
vissecuirve days b ing reveipt by the Comgrny of wiitten aodee Jum the Holdere ol
sl dulaples vy (01 3 the case o & dedidds umdisr the Rewolry P Ageccinent. by
the penod retereneed in e Bovally Fuichase Agreemeat:

I un event ot delaule oceurs i paysent or perlesges of any eliligaioe by favner ol
ey Person fran swhinn the Company huas borrnwed money . o] ah doefaude i uc
seabned (7 wriing s ety werenedicd Gor a perod nt J conxetutne days ofter eeecip
by the Upmpany of weltien nadice of sieh defuglt Preny sueh Pera,

Tiwe Cornpianty 1) Bevomes natdvent or genercly sk vhie wopay s debivas they evome
e, JHH wbmdes B weiting it wabelay o pay s debis generally or makes o generod
asyignment For the brnedil of coadliogs L nsiuges o has instiiolod wpoinad it any
prowveding sechiig (8w aljudicme i g paebrupn ur iesolvento vy b Evuidintien, windig-
i, (e gL By, aitangemient, ddjustment, protection. reliel or compostihan of 1 og it
dhebes wrder ony s rebiting to haskeuprey . freadveacy reorganizatnoan ur réliel ol debties
infuding any plan of Compromne oF wmgsmen gc olhier ceepakie procerdialge
fmaibving o affoeting By coodtom, v trithe ontry of an order B el o (lw
appeinement O a reveieer, roustoe s ether sovdlie e Geast fue it or for sy substanoal pan
af its propertics wnd wesete and i the cose of wny sl proccaling isitabed spaimst o
thi et instinused by it entwer the procesiling remding undismissed or uastayed fin o
pertid of 30 days, or sng of B aetens suughd in sucli proceedeng timcdudmg thie extry ot
amvieder Dy refeef againse {0 o the upguiintment of @ tediver, v, vasasdton ur other
Ayt cllaebd for o ar far wny substartial past of (s propecties woed aGas) iecugs, o
{18 Stk sty abpuaeet STl authige sy of e ubove setivm

M any judgment o order for the gaynien) of peogy G oseess of SINK0 shall be
tetaletad wpainel the Company and aithies Gy entarcement proceedngs shald hive hoe
ctimmeneed by any credipa gpon sueh judy ot veorder. o i tsere shall be uny perisul
il K rumsevutive days darmg which u aay of eondurremen of such fedgineot or order by
peitintet 1o pendivge oppeal ur tbeewdse. shatl not he inellecn



i 1 e aaf, asknes of thing 1y disse, v any solion or proceedims 13 bunched or @ben, W
terrmnitlz the corpbsts eastenee of the Camtparty. whoeter By wiidntgeup, Higuidatien o
herw e

1y Wostry progaec] 9 wuide or ang petithon iy Gled hy or peena e Cloompuny under any o
having Tor itn puepsise the extensing of Hme for pay el Ve ating o sompeikidise of
the Tighilittes of the Company or wiher renrganzailon or serappement seyeeiisgd s
Banilies i 8 the Compuny giaew sotfoe af it iriertion e ke or fike any ek propeosal
vr petition bcluding un wpplication Kioemy coun W sty o sesperad any poceding of
creshaes pretnding e roaking or filing of any such propesol ue peritany;

iht I¥ uny receives, ackmentstrator of g g u‘*wl‘wr-uamugar or snlenm ereiver of the
propesty. assets or umbertaking of the Company or 8 wbsgaarial et el §s appuined
presaant ts (e s uf iyt deed, bt indentore, dehentane or similar instruseg or
by iy wdey oy fudpment e ceder ol any Gay;

(s A susprnsion by the Company by operstings (ther taan @ the ordisgry conrne of
hupafness co

G Apy represoniahun, wirnery. vertiteane, v oebar staterment | lssoeaid o etherwse) male
ay furmshed by vy on behalf of S Compeatny b the Hobder i s ol hu conzestian witk
thes Nute, ar as b isdscenent jo e Holider v enter st this Nae, sball be falae
ncerrect snesmmplete of b loading st any eaela] eespeet when masde or forsished,

4.3 Consequences of un Eveat of Defanl(

Ut the occtrtesve- of as Bvent of Defaell. the Holder may. by notice W the Canpeny. declave
the Outaanding Amaunt gmd gl other wvosnts GF anyl asang herenoder (o he inmediatety doe wnid
puyaibde whervoport sl sucke arnoums shalt imowatialely heeome and fe ding gk gy eble withoat fenher
demand or ether aaidve of iy e, ol of which are vspressdy wived by the Company. The Holder shall
therealter be et o take amy gotion, memeddy o proveeding dvatlabsle 0 wder this Nise, ol Loy o
eguits Allar any rights of reeedizg of the Hobder opoar the eecvurnineg of s Everse of Defuudt may frim
Hme o tinw be exerolwd snwhepenbently vran uny combraating

4.3 € usts of Henlization

The Compuny agroes 1o pay gy the Habder forhwich vpon densind all teaseimahde cists, churges
wid expreimes fingloding redsomshle legal fres oo sollvitor snd client hasizt ol or (nc et by, ehe Hisliley
in revns ering o paforeing paymen) of sty ol the sonivs awing hereunder

ARTICLE §
MISCUELLANEOUS

LR} D large

Upwen bull povmem by the Company te the Tlotder o, ar the cosversivn 4, the Uuttandang
Avonnt, 1he Hoslder shatl. upien tbe writen reguest of the Company, deliver up this N s the Coapuny
ard shall wt the expume of the Congainy esceute wnd dediser Gy the Conmpuny soch deads amd ardier
diwcursients as slall he requiesd i ey wnd disthnege i Noge,



It

52 Waiver

Nov art ar vmpsaien by the Holder a ase mannce whintever Sall e stemd o or b faden e atteet wny
prevtadon fivgend or aiy subsequem Bretch e degilt e the rightb resuliing thefrons sie indy esgaess
saiver inweiing A wadver of defind shall aotesiend o s be tdken in any manner whateieser waffut
that tights of the Hatder with respect taany subroeguenr defaadt, whetlve sigila uema,

LR No KEerger we Navathm

Neither the taking of gny [idgment ot tie eserelve of agy prser of seizore ne sule shald aperis
s eginguixh o Babifity ol e Cumpaay s pay the moness hereby sovetod por shadl die same vperie s
g merger f aay eevefnd hereiy vontsined, nor shail the seceptance of w0y payiment of odher seeudy
virristilude ur creade ety novalan.

&4 Governiog Law

Thvs Nt attall b chepsngd 0 Buve bevs e aad shull be Construed i swronbuie with e v
of the Proyowe of Omaras and the Law < of Canandit applivabde theretn und chatl be srowted moall respecis ns
it Cledin it vontriet,  The Company hesshy srrevicably sehombia g she Jadsadiclios of the ciarts o the
Eravince sl Eimishs D sony avtion, shit of uny wher proveedmyg orisiy out vl ar relaiag w s Nue and
aiy Ol apsrement or ssdrurent meatenid taercis o sy of the ransuctionys cotemplated thereby

P Naticry

Any mative s ot eotnnoartizasfon wguzed or which may b given heecareder w D e [ srliing
arnk will b delivered i aceondiner with Sevtinn € Eul twe Riwalty Porchase Apromiment.

LX) Thone of the Exsence
Thiwe ol e of e esseriee of tiis Nate
51 Mavimaey Rate Permitted by Law

Under e corcumstaseds shall dee Holder B ernillsd g roeeree e shadl o in fuct receive a
eyt s partid pevanet o Bsrend, feeoar othes amisants wnder of jorelaoon ikl Nuge ot d esle that
o prishibiaed by applivabde e Aceosdinigly, sotwithstamding woy thase Beecsaow ehaewhene conttaims, of
snted e the eosdond that Uoder gny circumatances, ihe effeotive anmusl mare of "wierost  ¢as delited in seption
7 e thie Crinnenal Code of L asadad received or to he reeovved by the Holiby Glatermined ia secondiance
swithe such szctiond anopny wowrent of wedit wdsanced” ey defined i thal sectoess) pursan o thest
plewtils or atry agneement of srargeme s eollateet Rercoe emigred fn Ut Cosscyueaste o implerme malisn
harged wanild, buy fis s Section 57 be o onsle thut s probibited by appdioabte Lov e the ofTective
sl rasee ol Przereal, sy s sleternored roevnndd or 1 be oeersed by the et on suef simount of
verdiv advaeced shudl he amd he deemed tebe gdjoded o o rae Bt §s one whole pereeetage point les
thaat ghe Toseead effecting wanusd rate of Duerese that as so produbecd (the " wdjusted rate” s and. I the
Hhudder hay cevensed o pagment o puptial pissaseot which seabld hut Tor this Section 5.7 he sopacdiibited
then aay ol o wmnunls s reeened by the Tolder in extwss of e lvest effovtove anmual sute that i
st penhibited skl wod shal) be Jeerried o have camprised g emdit o be applivd 1o sulseguent paymeals
on oevesnd o ket ek of ot mniiants due o the Holder at the adjuasd rane,

58 Na Partserchip

The puzties worve that swsithing chmained ts (bl Note, ur the viesduet af sy pacty. <hall o uny
manner whazsweer conitune af e snemded 1 vonsttule sy pary 84 the agent of o Bepenatice 1y



fidusiury aF eny panty nor con=ae o be Intended fo vnstitene o parttensigs ur paint s enture arsong the
IHEICEW

59 Invalidity of umy Presdstons

Any privclston o this Mot ar any proesisioen of the security costemplated kercander which s
prreduibited By the ks of any Farisdivtion shalk. ds b soch jursfueton. he iseflovtive us ths exxest of such
prosubiion websan nvalicaring che remaicaz s wnd provegens heceal o thereof and ap such
e udid ity shalf nftat the ublrgation of dhe Cotspany ey te Oulstandintg Aneant

540 Speeiffe Perfurmance

In uddivion tof asty omd sl oliee permedios gt mity be wvalfoble ul baw o the event i sy breich
of thix Note, the Hulder shall be entitled to specitie performones of The sgreaments of e Company
fererisder snd o sugh athee igjunctine or ahiee eguitahle ety may he pruaoad fn coaneie dierew i

501 Suscessnes ahd salgns, ole,

Thiv Mote <holl enuce o thee benedlt of umd be Bralisg upon e partle s wnd their eapective
waviesnants i persiited e b pros aled, hosever. i nesther this Note nor eny sighis ar sddigations
herewmder shall ke asslgted by the Company witbtoan the proe vorten gordaent al (e Thilker

5.42 Amendments

Tliix Nuts may valy be astembed by o wollen spresment slpoed by the Cianpasy sud the Hodike,
L4 By

24X Fagumses

Tie Compuny will pay ol of the wpwnshle tegab fees and other rospsmable outl-packet
experes incturcd by the Helder io conmection sty the prepanatiim and esecution of iy Naee aod the
vartobs agrogmaents gnd beunents eofereed ke evein diocuding all decussents relerenved 0o peguirad
by the Termn Skertl, op foa maximwm amm] af STR000 (s all disbutsogents Tovurmed by counsed s
the Palder snd all apphicatde wces oo eny of the toregiing amatings s, which agsaes wil] be dedueied
frvess thue Princlpad oo candior puid by e Campuny on demand by the Haliber,

L34 Counterparts

Thix Nute sy be exevnled in seporsle cusnterpaens, coch of abicl when w esecoied ad
detiverzal shal! bae deemed o b aa eraginat and wll of soch counterparts shull opether comstingg une aad
the same instrument. The detnery af an esecnted consterasy of this Note by licsienile ar telecopy ur by
ehotnie trimymiwsion i postsble docement Tormat (FDF) shall e deemed o b e ogitivalent of e
defevery of aoaniginad veviied vy ihwmad



EXIBIT "4 O SCHEDULE “A“ OF CONVERTIBLE PROMISSORY NUTE
CONVERSHON MOTICE RE AIMHTRINAL ROVALTY INTERESTS

T O Fommatiire Bad.

Referenie b made W0 e Cumvertble Prmmisvry Note dared December 21, 2015 (she "Note™| iswaed b
this undersizned by BO Frintiwin Lad, ithie “Conrgaing ). Inacvnndinge vwoith wnd parsoent @ i terns of
thie Nete. the undersipted herehy elects o convert the Cutstanding Arweant m the AlkGonal Royeliy
teresd effiontis was of the diie heroud.

Initlatty expinlized perms e othersise deflied berdn «ball huve the pseanmgs fsribed o sach 1emmos in
tha N

Pawd e dayol . o L

GRENVILLE STRATEGIE ROY ALTY CURP.

Hy.
Musa:;

Tule

4

o
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EXHISET 0 10 SCHEDULE “A" OF CONVERTIBLE PROMISSORY NOTE

TERNM SEHEET

SUMVIARY (F PREFERRED SHARE TERMY

§oany

bevostor,

Capitdlagtlon of e Company

rlvy:

Type of Seenrity

Ranking:

Dividends:

Ligquidation Preterence:

BG Furnldre Lt (the YCompany|

Lirenalle Sordepic Rovalty Cagp. 2 Grnvitle)

Grensitle o gvest upr w CONBIHLIRIT in ecohunpe fir prefered shaes
reprasenting 20% of the Tully difused shwe oovmerstup of e Comgprany
peit flmsicing

IXX per stans (the “Crgnnal Puncline Price™)..

Series & Curventlble Prefernad Shanes 1ihe “Sanes A Prefermed”) of the
Compuny. nthally convenibly anoa (1 bgeds e cornimo shires uf vhe
Corapiny (e " Cammon Stogk’ 'y,

The Serien A Proteered will ol seaior s the Corapany « Lommim
Stewk wath mspert o dividemds, Teguhdation, $iswdusion. iz and
medenption.

The Sctivs A Preforted will parry o cumulative snnual dosidend o the
rate 0l K% of the Onglnd Purchase Prive, puyalsle epop a kyoidaion
e hiether o mot dectared, anl privr e by profercace o jusy deelasdtim
or praymient of dividends o holders of the Cymmon Steck. For any odhey
divlidensds o sfemlar disteibwsbons tother than o retsan o vapital). the
Series A Profermed will participate with the Commen Suk on aa on-if-
ciuiviried s,

in the event af g diyuidainn, dissodution v winndicoz g ol e Compuny.
the procseds shull e dtstnbvsted To the stock hobders aa follimy;

Tl Seriex A Prefermd shall be entitled v yecewe. prioe and In
preterence tuthe huliders of the Cummmon. o per sbee amout equal Ko
tmes the Ogiool Parckase Prive plas all declod asid un-puid
dividernds, After swh  divinbution. (he rempeaing asses ul the
Corpration, I uny. dvadishle for distibution w sharsholdess sl e
disteibeeted on @ pre v bisks to hoklbert of the Series A Proferred und
thie hwsleers of Coemmmwn Sock,

A stterget ueidizition. sule or trasster uf 309 or more of the outdanding
veting pewer nf (he Company, af sale or sactusiee liownse of ull ar
matevial pictiig of the psscde or Inetzetud property of vhe Cawmpuny

A Y
i

EO

6



Cunvigsint

Antidi i Py sty

Yastiog Hivhis;

Bemrid of Oiscvws

Fosieend Sals;

shiall He deeanend tie b w Eguddation privckded, Jowesee, il o i aiction
stiall miw e deemed o fogndititem i it sile purperae i to change the <tage
o thy €ty s drteurprsiition or ke eredge @ bndding company that wii]
b crwned (0 substontislly the sarme propeegions by e peraoas who hetd
e Conpany s captad stk mmmsediately poor e seigh drastaction. The
hislhdies of 0 Teost sivry sin dod renainds pervent 195 L35 0ol the
shutey ol Semes A Prederred miy ebeet o waive e oegiment of sich a
ashadion o o diguidaiivaeven.

The Hobdurs af the Series A Proferad shudd B g sieht o contort thelr
stney ol Senes A Prefermedd of any dme into shisres of Camnws Sbxeh.
The initial viaverdue cnle shall be 11 subject to wfjudmens as pros hied
below.

The vissversan price of the Seclee A Prefommd <ol e subjoer 1 4
treand handd weighied svesuge odjestiment v reduee dilution in the evend
g the Company s addifiona) equiry seeimitws {other thite stares
pestrvnd o emplser charre desenhed omder CErgpdevse Matiers”
boliss the Jomanees of siovk b handa, vyprowent Leaders, @1e, pursean
to def fimancing or eqiipmend beasng siisactotes mid wtlie cistossary
Ealepinss g o puschase prace less thun the then applicable cunternion
prlee  The cotpvetshior price Wil alwr b subject te propertions
adjustoent Yor anek splits, stonk Jdicidends, recugtilalizitions ard the
ke

The Series A Preferned will vone wgether with the Comaxm Stovk, wod
nil 6y o separate chiss, excepr as speckficatly provided herein e a
siticrwine required by law. Eachoshare of the Sertes A Protermgd shldl be
endiled to g membzey of e egual wthe nuisher s shuses of Doammen
Stonh theen ssshle upurs comversbom af sich b ol Setes A& Pefured.

The size of the Curspany’ s Board nf Bizecines tine Boand " E bl be sor
@ thice £33 wembary, all deslenated by ahe bolden of the Series A
Freterreal and the fuddess of Consiol Sock vottoge sy itsingle class,

Cirenwille will be envitled v destgoate sme ohener e Brasld, Subjuce
wk agrveing o Lvudommary confakintality restrcions such olbserer wifl
he proyfded with all Infiamation wad muteeals proseadsd wothe mesnhers
of the Bount

AL way time, subgert ueke apprevat nf the halders of it feass sisty 1y
undd bwes-thirgds petesat (66 23501 uf the Series A Pralvered. the Benes &
Preterred hoblderg may eleet so consg the Coppany b2 wld purwsit toan
vt sabe, preer. snleamution o seme iher conynhmalre e iog
arnd wll shirehodders il be reguieed to wll these shores te athernase
tendder thetr mierest Inso wszch s mancaetion The buoshiles of e Beasen A
Preforred Sharen will be entitbed to o price pey shers In oany suuh
vonseton vyl pe the groater of G5 e Ongod Purchase Price tor
such share plus wlsceoued gmddoar devlocid and unparid divklonds amad (i

4



InGurmmegism Righis,

Hiches of Flyat Refusid aod
CusSale:

pe far vadine af wueh shore

Kot fatig an & bobder wl Seriey & Prederred contmues orkakb o feast 535 o
ifs oadginedly Eeood shares ol Sutes & Prelverod o Common Sinek
testedd upem eoeraston thereol, the Compiry shadl dellver b h sich
Baldet audited wonual Vetanviol stalements slthan 1200 dass ot yeur vl
stmsbicdited auarrly firsnciol smtenints wadin 43 Java ol quasier end
und woaudited. monthly Cimancial staemenis, companed agalnst g e
eabating Busineis plan witkin 30 doew of month end. st will provide
such helder wab a-copy af the Compiny s wrisudd opeciting plun end
tuidger seithin NI digs prior s the heginaing of awch (sl yedr. Back
sl hokder shadl wda be entitled 1 staodard mepecton and vishiation
ridsty.

The fuwsbdere of Series A Preferred Shores ond habdegs of Cogrnn Sonk
sttt frave the tight in e evot e Compuny proposes by altes eguity
Meunties, pe mther seenfiios cosetnable e ey seeurnies, i any
prese by purchee their pro ot puoeton b sk sesrhies thaed va
theit posceituge gty osieeship in the Company  sisiming e
prnversion of @l outiamding somenide sesiities miin Cammon
Bk,

By sackinion, wlf enreen dnd Tutaee hobdees of Common Shack Dther than
the Investord, unlesy waived by the batders of e feast stady iz ol -
therds percent (60 2235 5 of the sheres of Serws A Praterred, o il eseente
o Right of Firat RoCusal und Co Sale Aptoement wuk the holders of the
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DocuSign Envelope ID: FCCD52A5-AC26-45B2-8364-888770D198F6

UNLESS PERMITTED UNDER SECURITIES LEGISLATION, THE HOLDER OF THIS SECURITY,
AND ANY SECURITIES ISSUED ON CONVERSION HEREOF, MUST NOT TRADE THE
SECURITY BEFORE THE DATE THAT IS 4 MONTHS AND A DAY AFTER THE LATER OF (1)
JANUARY 7, 2016, AND (II) THE DATE THE ISSUER BECAME A REPORTING ISSUER IN ANY
PROVINCE OR TERRITORY. CLAUSE (il) WILL NOT APPLY IF THE ISSUER BECOMES A
REPORTING ISSUER BY FILING A PROSPECTUS AFTER JANUARY 7, 2016 IN ANY OF THE
PROVINCES OF ALBERTA, BRITISH COLUMBIA, SASKATCHEWAN, MANITOBA, ONTARIO,
QUEBEC, NEW BRUNSWICK OR NOVA SCOTIA AND IS A REPORTING ISSUER IN A
JURISDICTION OF CANADA AT THE TIME OF THE TRADE.

CONVERTIBLE PROMISSORY NOTE
BG FURNITURE LTD.
Incorporated under the lnws; of the Province of Ontario

PRINCIPAL AMOUNT: CDN$50,000
(the "'Principal Amount'')

BG FURNITURE LTD. (the "Company"), for value received, acknowledges itself indebted and
hereby promises to pay to Grenville Strategic Royalty Corp. (the "Holder") on the Maturity Date (as
hereinafter defined) or such earlier date as the Principal Amount and all accrued but unpaid interest
thereon may become due and payable (including in connection witht the occurrence of an Event of
Default), or otherwise converted into Preferred Shares of the Company, subject to and in accordance with
the terms, conditions and provisions of Schedule "A" attached hereto and forming a part hereof, the
Principal Amount and any accrued but unpaid interest thereon at the principal offices of the Holder in the
City of Toronto, Ontario, or such other place as may be designated by the Holder from time to time by
notice in writing to the Company (together with all costs and expenses which may become payable to the
Holder in accordance with Schedule "A" attached hereto). The Principal Amount outstanding at any time,
and from time to time, and any overdue interest thereon, shall bear interest at a rate of 8% per annum,
accrued daily. Interest on the Principal Amount shall be calculated from the date of this Note and
compounded annually, and shall be calculated on the portion of the Principal Amount that remains
unpaid, both before and after maturity, default or judgment, and on any overdue interest, until fully paid,
on the basis of the actual number of days for which the Principal Amount is outstanding computed on the
basis of a year of 365 days, or 366 days in the case of a leap year. Any accrued and unpaid interest on the
Principal Amount owing to the Holder shall be due and payable, or otherwise converted, in accordance
with the terms, conditions and provisions of Schedule "A" attached hereto.

By its execution hereof, the Company and the Holder acknowledge and agree to the terms and
conditions hereof, including the terms of Schedule "A" hereto.
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DocuSign Envelope ID: FCCD52A5-AC26-45B2-8364-888770D198F6
ii
IN WITNESS WHEREOQOF, the Company and the Holder have caused this Note to be executed as
of January 7, 2016.
BG FURNITURE LT

Per: -
Name: #W/ ; F“MJJ
Title: Chief Executiv Oﬁcer/ ALIES ) pyen )T )

e

GRENVILLE STRATEGIC ROYALTY CORP,

| il (B £, ooty
Per: 0483

Name: william (Bi11) R. Tharp
Title:
Director and CEO




UNLESS PERMITTED UNDER SECURITIES LEGISLATION, THE HOLDER OF THIS SECURITY,
AND ANY SECURITIES ISSUED ON CONVERSION HEREOF, MUST NOT TRADE THE
SECURITY BEFORE THE DATE THAT IS 4 MONTHS AND A DAY AFTER THE LATER OF ()
FEBRUARY 5, 2016, AND (II) THE DATE THE ISSUER BECAME A REPORTING ISSUER IN ANY
PROVINCE OR TERRITORY. CLAUSE (II) WILL NOT APPLY IF THE ISSUER BECOMES A
REPORTING ISSUER BY FILING A PROSPECTUS AFTER FEBRUARY 5, 2016 IN ANY OF THE
PROVINCES OF ALBERTA, BRITISH COLUMBIA, SASKATCHEWAN, MANITOBA, ONTARIO,
QUEBEC, NEW BRUNSWICK OR NOVA SCOTIA AND IS A REPORTING ISSUER IN A
JURISDICTION OF CANADA AT THE TIME OF THE TRADE.

CONVERTIBLE PROMISSORY NOTE
BG FURNITURE LTD.
Incorporated under the laws of the Province of Ontario

PRINCIPAL AMOUNT: CDN$70,000
(the "Principal Amount')

BG FURNITURE LTD. (the "Company"), for value received, acknowledges itself indebted and
hereby promises to pay to Grenville Strategic Royalty Corp. (the "Holder") on the Maturity Date (as
hereinafter defined) or such earlier date as the Principal Amount and all accrued but unpaid interest
thereon may become due and payable (including in connection witht the occurrence of an Event of
Default), or otherwise converted into Preferred Shares of the Company, subject to and in accordance with
the terms, conditions and provisions of Schedule "A" attached hereto and forming a part hereof, the
Principal Amount and any accrued but unpaid interest thereon at the principal offices of the Holder in the
City of Toronto, Ontario, or such other place as may be designated by the Holder from time to time by
notice in writing to the Company (together with all costs and expenses which may become payable to the
Holder in accordance with Schedule "A" attached hereto). The Principal Amount outstanding at any time,
and from time to time, and any overdue interest thereon, shall bear interest at a rate of 8% per annum,
accrued daily. Interest on the Principal Amount shall be calculated from the date of this Note and
compounded annually, and shall be calculated on the portion of the Principal Amount that remains
unpaid, both before and after maturity, default or judgment, and on any overdue interest, until fully paid,
on the basis of the actual number of days for which the Principal Amount is outstanding computed on the
basis of a year of 365 days, or 366 days in the case of a leap year. Any accrued and unpaid interest on the
Principal Amount owing to the Holder shall be due and payable, or otherwise converted, in accordance
with the terms, conditions and provisions of Schedule "A" attached hereto.

By its execution hereof, the Company and the Holder acknowledge and agree to the terms and
conditions hereof, including the terms of Schedule "A" hereto.
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IN WITNESS WHEREOF, the Company and the Holder have caused this Note to be executed as
of February 5, 2016.

BG FURNITURE LTD.

Nainé: -2V
Title: Chief Executive

GRENVILLE STRATEGIC ROYALTY CORP.

Per:
Name:
Title:




UNLESS PERMITTED UNDER SECURITIES LEGISLATION, THE HOLDER OF THIS SECURITY,
AND ANY SECURITIES ISSUED ON CONVERSION HEREOF, MUST NOT TRADE THE
SECURITY BEFORE THE DATE THAT IS 4 MONTHS AND A DAY AFTER THE LATER OF (D)
MARCH 23, 2016, AND (II) THE DATE THE ISSUER BECAME A REPORTING ISSUER IN ANY
PROVINCE OR TERRITORY. CLAUSE (II) WILL NOT APPLY IF THE ISSUER BECOMES A
REPORTING ISSUER BY FILING A PROSPECTUS AFTER MARCH 23, 2016 IN ANY OF THE
PROVINCES OF ALBERTA, BRITISH COLUMBIA, SASKATCHEWAN, MANITOBA, ONTARIO,
QUEBEC, NEW BRUNSWICK OR NOVA SCOTIA AND IS A REPORTING ISSUER IN A
JURISDICTION OF CANADA AT THE TIME OF THE TRADE.

CONVERTIBLE PROMISSORY NOTE
BG FURNITURE LTD.
Incorporated under the laws of the Province of Ontario

PRINCIPAL AMOUNT: CDN$250,000
(the ""Principal Amount")

BG FURNITURE LTD. (the "Company"), for value received, acknowledges itself indebted and
hereby promises to pay to Grenville Strategic Royalty Corp. (the "Holder") on the Maturity Date (as
hereinafter defined) or such earlier date as the Principal Amount and all accrued but unpaid interest
thereon may become due and payable (including in connection witht the occurrence of an Event of
Default), or otherwise converted into Preferred Shares of the Company, subject to and in accordance with
the terms, conditions and provisions of Schedule "A" attached hereto and forming a part hereof, the
Principal Amount and any accrued but unpaid interest thereon at the principal offices of the Holder in the
City of Toronto, Ontario, or such other place as may be designated by the Holder from time to time by
notice in writing to the Company (together with all costs and expenses which may become payable to the
Holder in accordance with Schedule "A" attached hereto). The Principal Amount outstanding at any time,
and from time to time, and any overdue interest thereon, shall bear interest at a rate of 8% per annum,
accrued daily. Interest on the Principal Amount shall be calculated from the date of this Note and
compounded annually, and shall be calculated on the portion of the Principal Amount that remains
unpaid, both before and after maturity, default or judgment, and on any overdue interest, until fully paid,
on the basis of the actual number of days for which the Principal Amount is outstanding computed on the

"~ basis of a year of 365 days, or 366 days in the case of a leap year. Any accrued and unpaid interest on the
Principal Amount owing to the Holder shall be due and payable, or otherwise converted, in accordance
with the terms, conditions and provisions of Schedule "A" attached hereto,

By its execution hereof, the Company and the Holder acknowledge and agree to the terms and
conditions hereof, including the terms of Schedule "A" hereto.
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IN WITNESS WHEREQF, the Company and the Holder have caused this Note to be executed as
of March 23, 2016.

BG FURNITURE LTD.

Po , "
Name: é‘@%[
Title: Cl'uef Executive {ffic

GRENVILLE STRATEGIC ROYALTY CORP.

Per:
Name:
Title:




' UNLESS PERMITTED UNDER SECURITIES LEGISLATION THE HOLDER OF THIS SECURITY,
AND . ANY SECURITIES ISSUED ON CONVERSION HEREOF, MUST NOT TRADE THE

SECURITY BEFORE THE DATE THAT IS 4 MONTHS AND A DAY AFTER THE LATER OF (I)-

JULY 5, 2016, AND (I) THE DATE THE ISSUER BECAME A REPORTING ISSUER IN ANY
PROVINCE OR TERRITORY. CLAUSE (II) WILL NOT APPLY IF THE ISSUER BECOMES A
REPORTING ISSUER BY FILING A PROSPECTUS AFTER JULY 5, 2016 IN ANY OF THE
PROVINCES OF ALBERTA, BRITISH COLUMBIA, SASKATCHEWAN MANITOBA, ONTARIO,
QUﬁBEC NEW BRUNSWICK OR NOVA SCOTIA AND 1S A REPORTING ISSUER IN A
JURISDICTION OF CANADA AT THE TIME OF THE TRADE.

CONVERTIBLE PROMISSORY NOTE
BG FURNITURE L'I‘D
Incorporated under the laws of the Province of Ontario

PRINCIPAL AMOUNT CDN$45,000
(the "Principal Amount")

BG FURNITURE LTD (the "Company"), for value recéived; acknowledges itself indebted and
hereby promises to pay to Grenville Strategic Royalty Coip. (the "Holder") on the Maturity Date (as
_hereinafter defined) or such earlier date ds the. Prmcipal Amount and all accrued but unpaid interest
théreon may become due and payable (including in connection witht the occurrence of an Event of
. ‘Default), or otherwise.converted into Preferred Shares of the Company, subjéct to and in. accordance with
the terms, conditions and provisions of Schédule "A" attached hereto and forming a part hereof, the
Principal Amount and any accrued but unpaid interest thereon at the principal offices of the Holde in the

- City of Toronto, Ontario, of such other place as may be. desxgnated by the Holder from time to time by .
notice in writing to the Compary (together with all costs and expenses which may become payable to the

_ Holder in accordance with Schedule "A" attached hereto). The Principal Amount outstanding at any time,
and from time ‘to time, and any overdue iriterest thereon, shall bear interest at a rate of 8% per annum,

accrued daily, Interest on the Principal Amount shall be calculated from the date of this Note and
compotinded annually, and shall be calculated onthe portion of the Principal Amount that remains
unpaid, both before and after maturity, default or gudgment, and on any overdue interest, until fully paid,

on the basis of the actual number of days for which the Pnnmpal Amount is outstanding computed on the
basis of a year of 365 days, or 366 days in the case of a leap year. Any accrued- and unpaid interest on the
Prmcxpal Amount owing to the Holder shall be due and payable, or' otherwise converted, in accordance
thh the terms; conditions and provisions of Schedule "A" attachéd hereto.

: By its execution hereof, the Company and the Holder aclmowledge and agree to the terms-and
conditions hereof, mcludmg the terms of Schedule AT hereto



128

ii

IN WITNESS. WHEREQF, the Company and the Holder have caused this Note to be executed as
of July 5, 2016, | , -

~ BGFURNITURE LTD.

Per: <ot~
Name: ApAa HEAL

Titi_g: Chief Executive
GRENVILLE STRATEGIC ROYALTY CORP,

. Per:
- Name:
Title:




ROYALTY PURCHASE AGREEMENT

THIS AGREEMENT is made October 17%, 2014,
BETWEEN:

BG FURNITURE LTD.
(the “Corporation™)

-and -

GRENVILLE STRATEGIC ROYALTY CORP.
(the “Purchaser™)

WHEREAS the Purchaser wishes to acquire from the Corporation, and the Corporation wishes
to sell to the Purchaser, a gross sales royalty on the terms and conditions contained herein.

THE PARTIES agree as follows:

ARTICLE 1
DEFINITIONS AND INTERPRETATION

1.1 Definitions

Capitalized terms not otherwise defined herein shall have the respective meanings ascribed to
such terms in Schedule "A" attached hereto.

1.2 Certain Rules of Interpretation
In this Agreement:

(a) Currency — Unless otherwise specified, all references to money amounts are to
the lawful currency of Canada.

(b)  Governing Law — This Agreement is a contract made under, governed by and
construed in accordance with the laws of the Province of Ontario and the federal
laws of Canada applicable in the Province of Ontario.

(©) Headings — Headings of Articles and Sections are inserted for convenience of
reference only and do not affect the construction or interpretation of this
Agreement,

(d)  Including — Where the word “including" or "includes" is used in this Agreement,
it means "including (or includes) without limitation".
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(¢) Number and Gender — Unless the context requires otherwise, words importing
the singular include the plural and vice versa and words importing gender include
all genders.

@ Statutory References — A reference to a statute includes all regulations made
pursuant to the statute and, unless otherwise specified, the provisions of any
statute or regulation that amends, supplements or supersedes the statute or the
regulation.

(8)  Schedules — The schedules attached to this Agreement (as the same may be
amended from time to time, whether by way of an amendment to this Agreement
or otherwise) are incorporated into, and form an integral part of, this Agreement.

1.3 Knowledge

Unless otherwise stated herein, any reference to the knowledge of the Corporation means the
actual knowledge of the officers and directors of the Corporation and the BG Subsidiaries, after
reasonable inquiry and investigation in the normal exercise of such individual's duties.

1.4  Entire Agreement; Waiver

This Agreement constitutes the entire agreement between the Parties and set out all the
covenants, promises, warranties, representations, conditions, understandings and agreements
between the Parties concerning the subject matter of this Agreement and supersedes all prior
agreements, understandings, negotiations and discussions, whether oral or written, including
those contained in the revised term sheet between the Corporation and the Purchaser. There are
no covenants, promises, warranties, representations, conditions, understandings or other
agreements, oral or written, express, implied or collateral between the Parties in connection with
the subject matter of this Agreement except as specifically set forth in this Agreement. No
waivers of or exceptions to any term, condition or provision of this Agreement, in any one or
more instances, shall be deemed to be, or construed as, a further or continuing waiver of any
such term, condition or provision.

1.5 Disclosure Letter

Any disclosure made in a section of the Disclosure Letter shall be deemed to be disclosed for one
or more sections of the Disclosure Letter to the extent that such disclosure sets forth facts in
sufficient detail so that its application to such other section of the Disclosure Letter is reasonably
clear.

ARTICLE 2
INSTALLMENTS AND ROYALTIES

2.1  Payment of Installments

(a)  The Purchaser hereby agrees to purchase a royalty from the Corporation for the
sum of $750,000 (the "Initial Installment"), which shall be paid by the Purchaser
to the Corporation in immediately available funds on the date hereof to an account
specified by the Corporation.
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(b) Upon mutual written agreement of the Purchaser and the Corporation, the
Purchaser may (but shall have no obligation to) purchase one or more additional
royalties from the Corporation in an aggregate amount of up to $500,000 (each, a
"Subsequent Installment").

2.2 Gross Sales Royalty

As consideration for, and conditional on, the payment by the Purchaser of the Initial Installment,
and subject to the terms hereof, the Corporation covenants and agrees to pay to the Purchaser a
monthly royalty payment (each such payment, a "Royalty Payment") equal to 3.75% (the
"Gross Sales Royalty") of the Revenue of the BG Group during each calendar month plus all
applicable Taxes thereon, if any, that the Purchaser is required under Law to collect from the
Corporation in connection therewith. Royalty Payments will be made in perpetuity (unless
terminated in accordance with this Agreement), and will be pro-rated for any partial month. It is
understood by the Parties that the initial Royalty Payment will be determined on a pro-rata basis
based on the Revenue of the BG Group for the period commencing on the date of this Agreement
and ending on October 31, 2014, unless the applicable Minimum Monthly Amount, calculated on
a pro-rated basis for the period commencing on the date of this Agreement and ending on
October 31, 2014, is greater than such amount). Unless otherwise agreed by the Parties, for each
$100,000 Subsequent Installment made by the Purchaser the Gross Sales Royalty will increase
proportionately. For illustrative purposes only, if the Purchaser advances a Subsequent
Installment of $100,000 to the Corporation, the Gross Sales Royalty will, effective as of the date
on which the Subsequent Installment is advanced to the Corporation, automatically and without
any further action or formality of any Party, increase from 3.75% to 4.25% (being 3.75 +
(100,000/750,000 x 3.75)).

2.3  Minimum Monthly Amount

(a) Notwithstanding the Gross Sales Royalty rate in effect from time to time, but
subject to Sections 2.3(b) and 2.3(c), if only the Initial Installment is paid to the
Corporation, no Royalty Payment in respect of a calendar month will be less than
$15,625 (pro-rated for any partial month), it being understood that if the actual
calculation of a Royalty Payment to be paid in such circumstance is less than such
amount, the Gross Sales Royalty then in effect will be deemed to be amended (in
respect of such Royalty Payment only) to be such percentage as would result in
such Royalty Payment being $15,625 (pro-rated for any partial month) (the
"Minimum Monthly Amount"); or

(b)  If the Purchaser advances a Subsequent Installment to the Corporation, the
Minimum Monthly Amount will be adjusted proportionately based on the actual
amount of each Subsequent Installment that is advanced to the Corporation. For
illustrative purposes only, if the Purchaser initially advances a Subsequent
Installment in the amount of $100,000, the Minimum Monthly Amount will be
deemed to be amended to be $17,708.33 (pro-rated for any partial month) (being
15,625 + (100,000/750,000) x 15,625).

(c)  The applicable Minimum Monthly Amount will be: (i) reduced proportionately
contemporaneously with the completion of the Buy-down Option; and (ii)
extinguished pursuant to the completion of the Change of Control Buyout Option.
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Payment Mechanism, Adjustments and Delinquent Royalty Payments

(®

®

©

(d)

(e)

®

On or before the last Business Day of each calendar month (commencing as of the
month of October, 2014), the Corporation shall pay to the Purchaser the greater
of: (i) the applicable Minimum Monthly Amount in respect of such calendar
month in accordance with Section 2.3; and (ii) the amount determined in
accordance with Section 2.2, in each case in accordance with the payment
procedures specified in Section 2.5.

Within 55 days following the end of the first, second and third fiscal quarters of
the Corporation during each fiscal year of the Corporation, and within 75 days
following the end of the fourth fiscal quarter of the Corporation of each fiscal year
of the Corporation (the last day of each such 55 day and 75 day period being the
"Quarterly Determination Date"), the Parties will determine

(i) the aggregate royalties in respect of such fiscal quarter that would have
been payable based on an application of the applicable Gross Sales
Royalty to the Revenue of the BG Group (without regard to any Minimum
Monthly Amounts) for such fiscal quarter (or prorated for any partial
fiscal quarter) using the consolidated financial statements of the BG Group
in respect of such fiscal quarter (which in the case of the fourth fiscal
quarter of the Corporation shall be the Annual Financial Statements) (the
"Pre-Adjusted Quarterly Royalties"); and

(ii)  whether the aggregate Minimum Monthly Amounts in respect of such
fiscal quarter were greater than or less than the Pre-Adjusted Quarterly
Royalties for such fiscal quarter (the greater of such amounts being the
"Confirmed Quarterly Royalties").

If the actual Royalty Payments paid to the Purchaser in respect of a fiscal quarter
were, in the aggregate, greater than the Confirmed Quarterly Royalties for such
fiscal quarter, the Purchaser will pay to the Corporation the amount by which such
actual Royalty Payments exceeded the Confirmed Quarterly Royalties within 5
Business Days following the Quarterly Determination Date.

If the actual Royalty Payments paid to the Purchaser in respect of a fiscal quarter
were, in the aggregate, less than the Confirmed Quarterly Royalties for such fiscal
quarter, the Corporation will pay to the Purchaser the amount by which the
Confirmed Quarterly Royalties exceeded such actual Royalty Payments within 5
Business Days following the Quarterly Determination Date;

Notwithstanding anything else contained herein, the Parties may at any time elect
to pay any amounts referenced in Sections 2.4(c) or 2.4(d) in such other manner
as the Parties may agree.

Any payment required to be made under this Agreement that is not paid within 30
days following the date on which it was originally due shall bear interest at a rate
of 1.0% per month, compounded monthly.
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2.5  Payment of Royalty Payments and Buyout Amounts

The Corporation authorizes the Purchaser to debit an account designated by the Purchaser in
writing for all Royalty Payments on the date on which each such payment is due. The
Corporation shall withhold from any Royalty Payment and Buyout Payment, and remit to the
appropriate Governmental Authority, all Taxes that it is required to withhold that are levied
thereon by any Governmental Authority and the payment in each case of the applicable Royalty
Payment or Buyout Payment net of any such withheld amount shall be deemed to satisfy the
Corporation’s payment obligations hereunder, provided that the Corporation shall deliver to the
Purchaser copies of the filed tax return reporting such payments and official receipts (or such
other evidence of payment reasonably acceptable to the Purchaser) evidencing that such
payments were in fact received by the applicable Governmental Authority.

2,6  Royalty Payments Following Termination

The termination of this Agreement or the royalties payable hereunder shall not terminate the
obligation of the Corporation to pay any Royalty Payment accrued prior to the date of
termination. Upon termination of this Agreement or the royalties payable hereunder, the parties
will determine the aggregate royalties in respect of the portion of the fiscal year of the
Corporation in which the termination occurs, and will make such adjustments to the amount of
royalties paid or to be paid during such period, as may be necessary, in accordance with the
terms of Section 2.4(b).

2.7  Audit Right

Upon not less than fourteen days’ written notice to the Corporation, the Purchaser shall have the
right to audit the books and records of the members of the BG Group (including those obtained
from third parties) relating to sales or other transactions included in the definition of Revenue of
the BG Group for the purposes of determining the correctness of the Corporation’s computation
and payment of Royalty Payments in respect of a fiscal period of the Corporation. Such audit
may not be conducted more than once in any calendar year and shall be conducted during normal
business hours by an accounting firm selected by the Purchaser at its cost and reasonably
acceptable to the Corporation, provided that such accounting firm enters into a confidentiality
agreement acceptable to the Corporation, acting reasonably, prior to commencing any such audit.
The Corporation shall provide such accounting firm with access to all pertinent books and
records, subject to any confidentiality obligations owed to any third parties, and shall reasonably
cooperate with such accounting firm’s efforts to conduct such audits. If there has been an
underpayment of Royalty Payments due for the fiscal period being audited of more than 10% of
the amount of Royalty Payments which were actually due in respect of such fiscal period, the
Corporation shall reimburse the Purchaser for the reasonable costs and expenses (including
accountants’ fees) incurred by the Purchaser in connection with such audit. If the Purchaser
claims that any such audit reveals an underpayment of Royalty Payments, the Purchaser will
make the audit papers for the relevant period available to the Corporation. For greater certainty,
if an audit reveals that there has been an underpayment of Royalty Payments, an Event of
Default in respect of any such underpayment shall be deemed to occur only if such
underpayment is not satisfied by the Corporation within five Business Days following the date
on which the Corporation has been given written notice of such underpayment.



2.8  Dispute Mechanism

If the Parties dispute the amount of one or more Royalty Payments or amounts payable under
Section 2.9 (“Buyout Payments") (including: (i) the determination of such amounts following
an audit conducted pursuant to Section 2.7; and (ii) the manner in which "net equity value" and
"net purchase price" are determined pursuant to Section 2.9(a)(iv)(B)(3)) (a "Dispute"), they
shall each use commercially reasonable efforts to reach a negotiated resolution of the Dispute
and shall exchange reasonable information with one another concerning the Dispute. If the
Parties are unable to reach a negotiated resolution within 30 days from the commencement of
negotiations to resolve the Dispute, then either Party may elect for the Dispute to be determined
by an independent public accounting firm (the "Independent Accountant") licensed to practice
accounting in Canada selected by mutual agreement of the Parties, or in the absence of such
agreement, KPMG LLP, and the Parties shall provide to the Independent Accountant their
respective final figures in respect of the disputed amounts along with supporting documentation
to substantiate their positions. None of the Parties will disclose to the Independent Accountant,
and the Independent Accountant will not consider, for any purpose, any settlement offer made by
a Party to the other. The determination of the Independent Accountant shall be final and binding
upon the Parties, absent manifest error. Costs of the Independent Accountant shall be paid as
determined by the Independent Accountant, and in the absence of such determination, each Party
shall pay 50% of the Independent Accountant’s costs; provided, however, that each Party shall
bear its own costs in presenting its arguments to the Independent Accountant. The Independent
Accountant shall be deemed to act as an expert and not as an arbitrator. For greater certainty, in
the event of a Dispute, and until such time as such Dispute is finally resolved in accordance with
the terms of this Section 2.8, the Parties shall continue to be bound by all of the provisions of this
Agreement in accordance with their terms (including the Gross Sales Royalty and Minimum
Monthly Amount then in effect) notwithstanding the subject-matter of the Dispute.

2.9  Buy-down Options and Change of Control Buyout Option
(a) Subject to Section 2.9(b):

(i) at any time following the date on which the Purchaser has received
aggregate Royalty Payments totalling an amount equal to the then
applicable Aggregate Installment Amount, the Corporation may by
delivery of notice in writing to the Purchaser (a "Buy-down Notice")
purchase and extinguish 50% (but no more or less) of all amounts owing
or to become owing to the Purchaser hereunder (but excluding any
amounts which may become owing under Section 2,12(c)), including the
Outstanding Installment Amount and the Gross Sales Royalty applicable
thereto (such that, for greater certainty, the applicable Gross Sales Royalty
and the applicable Minimum Monthly Amount will thereafter each be
reduced by 50%) (the "Buy-down Option"), upon payment to the
Purchaser by wire transfer of immediately available funds on a date that is
no later than the third Business Day following the date of the Buy-down
Notice of an amount equal to the then applicable Aggregate Instaliment
Amount multiplied by 0.50 (the "Buy-down Payment");

(ii)  if one or more Subsequent Installments have been paid to the Corporation,
the Buy-down Payment will be increased proportionately based on the
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actual amounts of the Subsequent Installments that have been paid to the
Corporation;

for greater certainty, the Corporation shall only be entitled to exercise and
complete the Buy-down Option one time, after which the Buy-down
Option shall be extinguished; and

subject to compliance by the Corporation with Sections 2.10(1) and
2.10(p), if pursuant to a proposed Change of Control the acquirer under
such transaction requires as a condition to the completion of such
transaction that the Corporation purchase and extinguish all amounts
owing or to become owing to the Purchaser hereunder, including all Gross
Sales Royalties and payment of any applicable Minimum Monthly
Amount (but excluding any amounts which may become owing under

- Section 2.12(c)), then contemporaneously with the completion of such

proposed Change of Control, the Corporation may, by delivery of a
written notice (a "Change of Control Buyout Notice") to the Purchaser
(which Change of Control Buyout Notice will contain a representation and
warranty of the Corporation that the exercise and completion of the
Change of Control Buyout Option is a condition precedent to the
completion of the proposed Change of Control in favour of the acquirer),
purchase and extinguish (effective as of the date of completion of the
proposed Change of Control) all amounts owing or to become owing to
the Purchaser hereunder, including all Gross Sales Royalties and payment
of all Minimum Monthly Amounts (but excluding any amounts which may
become owing under Section 2.12(c)) (the "Change of Control Buyout
Option") upon payment to the Purchaser by wire transfer of immediately
available funds within 10 Business Days following the date of completion
of the proposed Change of Control of an amount equal to the greater of the
following;:

(A) an amount equal to two times the Aggregate Installment Amount
as at the date of the Change of Control Buyout Notice; and

(B)  an amount equal to A multiplied by B multiplied by C, where:

(1) A is equal to the Aggregate Installment Amount as at the
date of the Change of Control Buyout Notice divided by
$2,500,000;

(2) Bisequal to 0.8; and

(3)  Cisequal to the net equity value of the BG Group, or in the
case of a proposed asset sale, the proposed net purchase

price (expressed in Canadian dollars) of all or substantially

all of the assets of the Business, in each case pursuant to
the proposed Change of Control transaction or asset sale

s
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provided, however, that if the proposed Change of Control is not
completed within 10 Business Days following the date of the Buyout
Notice, the exercise by the Corporation of the Change of Control Buyout
Option shall be deemed to be null and void and of no force or effect and
this Section 2.9(a)(iv) shall thereafter continue to apply in accordance with
its terms. For illustrative purposes only, a sample calculation of the
Change of Control Buyout Option is attached hereto as Schedule "B".

In the event that the Buy-down Option has previously been exercised and
completed in accordance with the terms of this Agreement, then the
payment under this Section 2.9(a)(iv) shall be reduced by 50%.

Notwithstanding anything else contained herein, the Corporation's right to
exercise the Buy-down Option or the Change of Control Buyout Option shall
immediately and forever cease effective as of the occurrence of an Event of
Default or a Bankruptcy Occurrence that in each case is not cured to the
satisfaction of the Purchaser, acting reasonably, within 21 days following the date
of occurrence of the Event of Default or Bankruptcy Occurrence, as the case may
be (which period shall, if the applicable Event of Default is the subject of dispute
resolution under Section 2.8, be deemed to be stayed until such time as, and will
only re-commence once, such dispute is finally resolved in accordance with
Section 2.8) (an "Event of Default Trigger Event" and a "Bankruptcy
Occurrence Trigger Event", respectively). If an Event of Default has occurred,
the Corporation shall not be permitted to exercise the Buy-down Option or the
Change of Control Buyout Option until such time as the Event of Default has
been cured in accordance with the terms hereof; provided that if the applicable
Event of Default is the subject of dispute resolution under Section 2.8, the
applicable time periods to exercise the Buy-down Option or the Change of
Control Buyout Option, as the case may be, shall be deemed to be stayed until
such time as, and will re-commence once, such dispute is finally resolved in
accordance with Section 2.8,

2.10 Acknowledgments and Obligations of the Corporation

The Corporation acknowledges, covenants and agrees that at all times on and following the date
hereof it will (and will cause the BG Subsidiaries to):

(a)

(b)

operate the Business in good faith and in the ordinary course consistent with past
practices, industry standards and best practices, and will use commercially
reasonable efforts to operate the Business so as to maximize Revenue of the BG
Group;

not take any steps or actions, or omit or fail to take any steps or actions or enforce
any right, the intent of which is to directly or indirectly reduce the calculation of
or improperly characterize or account for, or which would reasonably result in or
does result in any direct or indirect reduction in the calculation of or improper
characterization or accounting for of, Revenue of the BG Group or any Royalty
Payment;
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(d)

(e)
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(g)

(h)
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(k)
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keep and maintain complete, true and materially accurate books and records of all
transactions involving Revenue of the BG Group;

not, without the prior written consent of the Purchaser (which consent will not be
unreasonably withheld), in any way modify, amend or change the accounting
practices of any member of the BG Group where the effect of such change in any
way reduces, or would potentially have the effect of reducing, whether alone or in
combination with or as a result of any other factor, the amount payable to the
Purchaser hereunder, except for changes required under GAAP,

provide to the Purchaser a monthly unaudited summary of the Revenue of the BG
Group within 21 days after the last day of each calendar month;

provide to the Purchaser unaudited quarterly financial statements of the BG
Group within 45 days after the last day of each fiscal quarter of the Corporation;

provide to the Purchaser audited annual financial statements of the BG Group
within 90 days after the last day of each fiscal year of the Corporation;

provide to the Purchaser copies of all tax returns filed by the BG Group promptly
following the date on which such returns are filed,

use the proceeds of each Installment in a manner that is consistent with an
operating plan provided by the Corporation to the Purchaser, subject to the
reasonable discretion of the Corporation to use and allocate any portion of an
Installment in a manner which is otherwise consistent with the proper exercise of
the fiduciary duties of the directors of the Corporation;

make all necessary filings required of the members of the BG Group under Law,
obtain all necessary regulatory consents and approvals (if any) required of the
members of the BG Group under Law and pay all filing fees required to be paid
by the members of the BG Group under Law in connection with the Transaction;

do all things necessary to maintain the corporate existence of each member of the
BG Group, provided, however that this Section 2.10(k) shall not prevent the
amalgamation, merger or wind-up of any member of the BG Group with or into
another member of the BG Group;

other than in connection with a transaction in respect of which the Corporation
has exercised the Change of Control Buyout Option, not consolidate, amalgamate
with, or merge with or into, or reorganize, reincorporate or reconstitute into or as
another entity, or continue to any other jurisdiction, unless, at the time of such
consolidation, amalgamation, merger, reorganization, reincorporation,
reconstitution or continuance, the resulting, surviving or transferee entity in
writing assumes in favour of the Purchaser all of the obligations of the
Corporation under this Agreement or as otherwise agreed by the Purchaser in
writing;
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advise the Purchaser promptly of any material default or breach committed by any
member of the BG Group under any agreement, document or instrument relating
to any indebtedness for borrowed money owing to any Person (including any
payment default), which breach or default continues for more than the applicable
cure period, if any, with respect thereto;

(i) maintain insurance upon the assets of each member of the BG Group
comparable in amount, scope and coverage to that in effect on the date of this
Agreement, subject to such changes as may be determined by the applicable
member of the BG Group, having regard to normal commercial practices and
market standards; (ii} not at any time do or omit to do anything, or cause anything
to be done or omitted to be done, whereby any such insurance would, or would be
likely to, be rendered void or voidable or suspended, impaired or defeated in
whole or in part; (iii) notify the Purchaser of any termination, lapse or loss of any
material coverage under such insurance no later than 10 days following the
occurrence thereof; and (iv) rectify or otherwise cure any such termination, lapse
or loss of coverage no later than 10 days following the occurrence thereof (with
notice of such rectification or cure provided to the Purchaser within a reasonable
period of time thereafter);

not, without the prior written consent of the Purchaser, which consent will not be
unreasonably withheld, in any way encumber or allow a security interest to attach
to any material asset of any member of the BG Group where such encumbrance
would, in the reasonable opinion of the Purchaser, directly or indirectly reduce the
calculation of, or result in any direct or indirect reduction in the calculation of,
Revenue of the BG Group or any Royalty Payment;

not sell, transfer or otherwise dispose (whether to an arm’s length party or
otherwise) of any material property or assets of any member of the BG Group
(other than to another member of the BG Group) without the prior written consent
of the Purchaser provided, however, that the Purchaser agrees that it will provide
such consent if (A) contemporaneously with a sale, transfer or disposition of
property or assets to an arm’s length third party buyer, the buyer enters into an
agreement with the Purchaser in respect of such property or assets in a form and
on terms similar to this Agreement or as is otherwise acceptable to the Purchaser
in its sole discretion, acting reasonably, or (B) the Corporation has delivered a
Buy-out Notice in respect of such sale; and

be fully responsible for the full amount of any success fee, broker's fee,
commission or similar fees which any Person claims is owing or payable to such
Person (whether by any member of the BG Group or the Purchaser) in connection
with the initiation, negotiation or consummation of the Transaction.

2.11 Conditions to Payment of Installments

The Purchaser shall not pay any Installment to the Corporation unless and until each of the
following conditions has been fulfilled, satisfied and performed in a manner completely
satisfactory to the Purchaser in all respects on or before the date specified herein for each
payment of an Installment:

ot
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the Disclosure Letter shall have been delivered to the Purchaser (and updated as
necessary in connection with the payment of any Subsequent Installment);

the Corporation shall have executed and delivered to the Purchaser each of the
following documents:

@) a certificate of status or good standing (or other applicable certificate of
like form) issued by the applicable Governmental Authority dated on or
about the date of payment of each Installment with respect to the legal
existence and good standing of each member of the BG Group under the
laws of the jurisdiction of incorporation or formation of each such entity,

(i) a certificate of a senior officer of the Corporation, dated as of the date of
payment of each Installment, certifying:

(A)  the accuracy of an attached copy of the constating documents of
each member of the BG Group, in each case together with all
amendments thereto;

(B) in the case of the Initial Installment only, the accuracy of an
attached copy of the resolutions of the board of directors of the
Corporation with respect to the Transaction;

(C)  that no Material Adverse Effect has occurred as of the date of
payment of each Instaliment;

(D)  that no Event of Default has occurred and is continuing and that no
event or circumstance has occurred, and no condition exists, which
would result, either immediately, or with the lapse of time or
giving of notice or both, in the occurrence or existence of an Event
of Default;

(iii)  in the case of the Initial Installment only, an executed copy of a pre-
authorized debit instruction form provided by the Purchaser to the
Corporation for the purposes of facilitating Royalty Payments; and

(iv)  an invoice of the Corporation in respect of the applicable Instaliment, and
any applicable Taxes thereon, addressed to the Purchaser;

the Purchaser shall have received such financial and other information in respect
of the Business as may be reasonably required by the Purchaser (including the
financial and other information specified in this Agreement);

the Corporation shall have received all third party consents, approvals or waivers
required to be obtained pursuant to any Contract by which any member of the BG
Group is bound and under which consent, approval or waiver from a third party is
required as a result of the Corporation entering into this Agreement or in
connection with the completion of the Transaction; and
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the Corporation shall have, as applicable, executed and delivered such other
documents, agreements, instruments, undertakings and assurances as the
Purchaser or the Purchaser's counsel (in each case, acting reasonably) may deem
necessary or advisable in connection with, relating to or arising from, or to give
effect to or support, this Agreement.

Each of the conditions set forth in this Section 2.11 is for the exclusive benefit of the Purchaser
and, unless waived in writing by the Purchaser, shall be fulfilled, satisfied and performed by the

Corporation.

2.12  Event of Default Trigger Event and Bankruptcy Occurrence Trigger Event

(a)

(b)

(©)

(d)

Upon the occurrence of: (i) an Event of Default Trigger Event; or (ii) a
Bankruptcy Occurrence Trigger Event that in each case is not cured to the
satisfaction of the Purchaser, acting reasonably, within 21 days following the date
of occurrence of the Event of Default or Bankruptcy Occurrence, as the case may
be (which period shall, if the applicable Event of Default is the subject of dispute
resolution under Section 2.8, be deemed to be stayed until such time as, and will
only re-commence once, such dispute is finally resolved in accordance with
Section 2.8), the Outstanding Installment Amount will, at the Purchaser's option
and without notice to the Corporation, be deemed to become immediately due and
payable in a manner determined by the Purchaser, and in connection therewith the
Purchaser may exercise any or all of the rights and remedies contained in this
Agreement or otherwise afforded by law, in equity or otherwise in connection
therewith.

The Purchaser may waive default or any breach by the Corporation of any of the
provisions contained in this Agreement. No waiver extends to a subsequent
breach or default, whether or not the same as or similar to the breach or default
waived, and no act or omission of the Purchaser extends to or is to be taken in any
manner to affect any subsequent breach or default of the Corporation or the rights
of the Purchaser resulting therefrom. Any such waiver must be in writing and
signed by the Purchaser to be effective

The Corporation will pay or reimburse the Purchaser for any reasonable costs or
expenses incurred by the Purchaser in collecting amounts owed to it by the
Corporation hereunder.

For greater certainty, this Agreement, and all covenants and obligations of the
Corporation hereunder, including the obligation to pay Royalty Payments, will
continue in full force and effect, and will not be impaired in any way by, the
occurrence of an Event of Default Trigger Event or a Bankruptcy Occurrence
Trigger Event or the election by the Purchaser to have the Outstanding Installment
Amount become immediately due and payable to the Purchaser, and all Royalty
Payments due and owing hereunder shall continue to be paid to the Purchaser
following the occurrence of an Event of Default Trigger Event or a Bankruptcy
Occurrence Trigger Event in accordance with the terms of this Agreement in
addition to, and not in substitution for, the repayment of the Outstanding
Installment Amount,

140
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ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF THE CORPORATION

The Corporation (on its own behalf and on behalf of each of the BG Subsidiaries) represents and
warrants to the Purchaser as of the date on which the Initial Installment is paid to the Corporation
(and confirmed as to accuracy by the execution and delivery by the Corporation on the date of
payment of any Subsequent Installment of a bring-down certificate, which may contain updates
and supplements to representations and warranties, in a form agreed upon by the Purchaser and
the Corporation, each acting reasonably) as follows, and acknowledges that the Purchaser is
entering into this Agreement and completing the Transaction in reliance upon such
representations and warranties:

3.1  Incorporation and Organization

Each member of the BG Group is an entity incorporated, formed or established and validly
subsisting under the laws of its jurisdiction of incorporation, formation or establishment, and is
in good standing under such laws. Each member of the BG Group has the full power, authority
and capacity:

(a) to own or lease and operate its properties and assets; and
(b)  to carry on its business as presently conducted.
3.2  Corporate Records

The minute books of the Corporation have been made available to the Purchaser or counsel to the
Purchaser and contain all constating documents and resolutions, and such minute books contain,
in all material respects, a complete and accurate record of all meetings and actions of directors
(and committees of directors) and shareholders of, the Corporation since the date of
incorporation, and in all material respects accurately reflect all transactions referred to in such
proceedings. The share ledgers and registers of the Corporation are, in all material respects,
complete and reflect all issuances, transfers, repurchases and cancellations of shares in the
capital of the Corporation.

33 Subsidiaries

Except as set out in Section 3.3 of the Disclosure Letter, no member of the BG Group owns or
otherwise holds any legal or beneficial interest in any other Person. The Corporation confirms
that a complete and accurate corporate organization chart showing all existing BG Subsidiaries
has been provided to the Purchaser.

3.4  Qualification in Fereign Jurisdictions

Neither the nature of the Business nor the location or character of the assets owned or leased by
the members of the BG Group requires any such entity to be registered, licensed or otherwise
qualified as a foreign cotporation in any jurisdiction other than any jurisdiction in which any
such entity is duly registered, licensed or otherwise qualified for this purpose and other than any
jurisdiction where the failure to be so registered, licensed or otherwise qualified would not have
a Material Adverse Effect.
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Authorized and Issued Outstanding Capital

(@)

(b)

©

()

The authorized and outstanding shares in the capital of each member of the BG
Group are as set out in Section 3.5 of the Disclosure Letter.

Other than as contemplated in this Agreement or the constating documents of any
member of the BG Group (including the Corporation) or as set out in Section 3.5
of the Disclosure Letter, there are no outstanding options, warrants or other rights
to subscribe for purchase or otherwise acquire from any member of the BG Group
any:

@) shares or any other equity securities of such entity; or

(ii)  equity securities convertible into, exchangeable for, or representing the
right to subscribe for, purchase or otherwise acquire, directly or indirectly,
any shares or any other equity securities of such entity.

Other than as contemplated in this Agreement or the constating documents of any
member of the BG Group (including the Corporation) or as set out in Section 3.5
of the Disclosure Letter, no member of the BG Group:

(i) has any outstanding obligations, contractual or otherwise, to repurchase,
redeem or otherwise acquire any shares or other equity securities in its
capital;

(i)  is a party to or bound by, or has any knowledge of, any agreement or
instrument relating to the voting of any of its securities.

No Person has any pre-emptive rights in respect of any of the matters relating to
the Transaction.

Corporate Authorization

(a)

(b)

©

The execution and delivery of this Agreement, and the consummation of the
Transaction, have been duly authorized by all necessary corporate action on the
part of the Corporation.

This Agreement constitutes a valid and binding obligation of the Corporation
enforceable against it in accordance with its terms, except as enforcement thereof
may be limited by bankruptcy, insolvency, reorganization, moratorium or similar
laws affecting the rights of creditors generally and except as limited by the
application of equitable principles when equitable remedies are sought and except
as rights to indemnity and contribution may be limited by Law.

The execution of, or the performance of obligations under, this Agreement by the
Corporation will not result in a breach or violation of a Contract to which the
Corporation is party, a breach of the Corporation’s charter or by-laws, a breach of
Law or authorization by a Governmental Authority to which the Corporation is
bound, in either case that would with the notice or passage of time result in a
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Material Adverse Effect or would create a Lien on any material asset of any
member of the BG Group.
3.7 No Governmental or Third Party Consents

Other than those which have already been obtained, no consent, approval, authorization or
declaration of and no filing or registration with, any Governmental Authority or other party is
required to be made or obtained by the Corporation, which if not made or obtained would with
the notice or passage of time result in a Material Adverse Effect, in connection with:

(a) the execution and delivery of this Agreement; or
(b)  the performance by the Corporation of its obligations under this Agreement,
3.8 Financial Statements

The Financial Statements have been prepared in accordance with GAAP, consistent with past
practice, and the Financial Statements present fairly the assets, liabilities (whether secured,
absolute, contingent or otherwise) and the financial condition of the BG Group for the periods
covered by the Financial Statements.

3.9  Absence of Certain Changes

Except as otherwise described in this Agreement or as set out in Section 3.9 of the Disclosure
Letter, since the date of the most recent Interim Financial Statements the Business has been
carried on in the ordinary course of business and no Material Adverse Effect has occurred.

3.10 Properties, Leases, Etc.

(a)  Except as set out in Section 3.10 of the Disclosure Letter, no member of the BG
Group owns any real property.

(b)  Each member of the BG Group has:
0] good and marketable title to all of the assets and properties owned by it;

(i)  title to the lessee interest in all assets and properties leased by it as lessee;
and

(iii)  full right to hold and use all of the assets used in or necessary to the
Business subject to the terms of any agreement relating to those assets,

in each case free and clear of Liens except Liens incurred in the ordinary course of the Business
or as otherwise disclosed in Section 3.10 of the Disclosure Letter.

3.11 Indebtedness

Section 3.11 of the Disclosure Letter sets out all accounts payable of the BG Group as of
September 30, 2014, including amounts payable to Insiders (except for amounts owing to
Insiders who are employees in respect of salary for current pay periods). Except as set out in
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Section 3.11 of the Disclosure Letter, no member of the BG Group is in default with respect to
any outstanding material indebtedness or any Contract relating to outstanding material
indebtedness. Except as set out in Section 3.11 of the Disclosure Letter, no indebtedness or any
Contract relating to indebtedness purports to limit the issuance of any securities by the
Corporation or the payment of any royalty or other distribution by any member of the BG Group
(including the Corporation). The Corporation confirms that complete and accurate copies of all
Contracts (including all amendments, supplements, waivers, and consents) relating to any
material indebtedness of the members of the BG Group have been provided to the Purchaser.

3.12 Absence of Undisclosed Liabilities

Except as set out in Section 3.12 of the Disclosure Letter or the Financial Statements, the
members of the BG Group do not have any material liabilities, guarantees, pledges or
obligations, whether accrued, absolute, contingent or otherwise (including liabilities as guarantor
or otherwise with respect to obligations of others) and whether due or to become due, except
those accruing in the ordinary course of the Business.

3.13 Tax Matters
Except as set out in Section 3.13 of the Disclosure Letter:

(8)  no member of the BG Group has any liability, obligation or commitment, actual
or contingent, for the payment of any Tax, except such as have arisen in the usual
and ordinary course of the Business;

(b) no member of the BG Group is in any arrears with respect to any required
withholdings or instalment payments of any Tax nor has it filed any waiver for a
taxation year under any legislation imposing Tax on it;

(c)  each member of the BG Group has filed within the times and within the manner
prescribed by law, all federal, provincial, local and foreign Tax Returns and
reports that are required to be filed by or with respect to it, all such Tax Returns
are true, correct and complete in all material respects, and do not, in any material
respect, understate the taxable income or liability for Taxes of such entity for the
periods covered by such returns, no Tax Return has been amended, and the tax
liability of such entity for previous taxation periods is as indicated in its Tax
Retums;

(d)  each member of the BG Group has withheld from payments made to its officers,
directors, employees, debtholders and shareholders the amount of all Taxes,
including income tax, federal or provincial pension and medical plan
contributions, unemployment insurance contributions and other deductions
required to be withheld from such payments, and has paid them to the proper
receiving officers or authorities (or made adequate reserves or provisions for the
payment thereof);

(e) there is no unresolved assessment, reassessment, action, suit, proceeding, audit,
investigation or claim in progress, pending or, to the knowledge of the
Corporation, threatened with respect to Taxes of any member of the BG Group

E Y



®

-17-

and, in particular, there are no currently outstanding reassessment or written
enquiries that have been issued to, or raised in respect of, any member of the BG
Group relating to any Taxes; and

no member of the BG Group is a party to, is bound by, or has any obligation
under, any tax sharing agreement, tax indemnification agreement or similar
Contract.

3.14 Litigation

Except as set out in Section 3.14 of the Disclosure Letter, no litigation, arbitration, action, suit,
proceeding or investigation (whether conducted by or before any judicial or regulatory body,
arbitrator or other Person) is pending or, to the knowledge of the Corporation, threatened or
contemplated, against any member of the BG Group, nor is there any basis therefor known to the
Corporation in which a claimant would have a reasonable likelihood of success as against any
member of the BG Group.

3.15 Employment Contracts

(a)

®)

(©

(d)

There are currently no material disagreements or other difficulties with any
member of the BG Group’s senior employees or senior independent contractors.
To the knowledge of the Corporation, no officer or key employee of any member
of the BG Group or key independent contractor of any member of the BG Group
has any present intention of terminating his or her employment with or services to
such entity, nor does any member of the BG Group have any present intention of
terminating the employment or engagement of any such Person.

There are no complaints against any member of the BG Group before any
government employment standards branch, tribunal or human rights tribunal, and
no member of the BG Group has received notice of any such complaint. There are
no outstanding decisions or settlements or pending settlements under any
employment standards legislation that place any obligation upon any member of
the BG Group to do or to refrain from doing any act.

No member of the BG Group is delinquent in payments to any of its employees,
consultants or independent contractors for any wages, salaries, commissions,
bonuses or other direct compensation for any service performed for it to the date
of this Agreement or amounts required to be reimbursed to such employees,
consultants or independent contractors, and all such amounts have been properly
accrued in the books and records of the members of the BG Group.

Each member of the BG Group has complied with all Laws related to
employment, including those related to wages, hours, worker classification,
collective bargaining, and the payment and withholding of Taxes and other sums
as required by law, except where non-compliance would not result in a Material
Adverse Effect.
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() Except as set out in Section 3.15 of the Disclosure Letter, no member of the BG
Group has, since the date of the Interim Financial Statements, terminated the
employment of any senior officer or senior employee.

3.16 Material Contracts

The Corporation has made available to the Purchaser for inspection correct and complete copies
(or written summaries of the material terms of oral agreements or understandings) of each
material Contract of each member of the BG Group. Each such Contract is a valid, binding and
enforceable obligation of the applicable member of the BG Group and, to the knowledge of the
Corporation, of the other party or parties thereto, and is in full force and effect. No member of
the BG Group nor, to the knowledge of the Corporation, any other party, is, or is considered by
any other party to be, in breach of any term of any such Contract (nor, to the knowledge of the
Corporation, is there any basis for any claim of breach, including as a result of the execution and
delivery of this Agreement or the completion of the Transaction), except for any breaches that
individually or in the aggregate would not have a Material Adverse Effect.

3.17 Insiders

Except as set forth in Section 3.17 of the Disclosure Letter, there are no Contracts between any
member of the BG Group and any Insider or with any Person in which an Insider has an interest,
other than Contracts of employment and employment-related agreements and covenants entered
into in the ordinary course of the Business and the Employee IP Agreements. Except as set out in
Section 3.17 of the Disclosure Letter, no member of the BG Group has made any payment or
loan to, or borrowed any money from or is otherwise indebted to, any Insider, except for
payments made to Insiders who are directors, officers, employees or contractors of a member of
the BG Group in respect of bona fide services.

3.18 Business Intellectual Property

(a)  Section 3.18 of the Disclosure Letter contains a complete and accurate list of ail
Business IP existing as of the date hereof, except for Commercial Software
Licenses, and specifies, for each item, whether the Business IP is Owned IP or
Licensed IP, and in the case of Licensed IP, sets forth all contracts entered into in
connection with the Licensed IP (except for Commercial Software Licenses).

(b)  The Business IP, together with Commercial Software Licences, constitutes
substantially all of the Intellectual Property necessary to conduct fully the
Business as it is currently conducted.

3.19 Intellectual Property Rights

(a) Except as set out in Section 3.19(a) of the Disclosure Letter, the BG Group owns
all right, title and interest in and to the Owned IP existing as of the date hereof
free and clear of any Liens and, except for any non-exclusive end user licenses
granted to customers of the BG Group in the ordinary course of Business, and has
exclusive rights (and is not contractually obligated to pay any compensation to
any other Person in respect of the exercise of such rights) to the use of such
Owned IP or the material covered by such Owned IP. The Owned IP existing as
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of the date hereof does not contain, embody or use, or require for its full and
proper operation, any Intellectual Property or Technology, except the Licensed IP
and any Commercial Software Licenses, owned by any other Person.

Each Contract entered into in connection with the Licensed IP existing as of the
date hereof is valid, subsisting and in good standing, and there is no material
default by any member of the BG Group under any such Contract nor is there, to
the knowledge of the Corporation, any material default by the other parties to
such Contract. The applicable member of the BG Group has the right to sub-
license, or to re-sell sub-licences, for the use of the Licensed IP existing as of the
date hereof that is currently incorporated in or distributed with, or that the
applicable member of the BG Group has contemplated incorporating in or
distributing with, the BG Group's products to distributors, resellers and end-users
of such products.

To the knowledge of the Corporation, none of the Owned IP existing as of the
date hereof nor any service rendered by the BG Group, nor any product currently
or proposed to be developed, manufactured, produced or used by the BG Group,
infringes upon any of the Intellectual Property, Technology or moral rights owned
or held by any other Person, and no member of the BG Group or any of its
directors, officers or employees has ever received any charge, complaint, claim,
demand or notice alleging any interference, infringement, misappropriation or
violation with respect to any Business IP existing as of the date hereof (including
any claim that any member of the BG Group or such other Persons must license
or refrain from using any Intellectual Property or Technology of a third party), nor
does the Corporation have knowledge of any valid grounds for any bona fide
claims.

To the knowledge of the Corporation, there is no unauthorized use, infringement
or misappropriation of any Owned IP existing as of the date hereof by any other
Person. No member of the BG Group has agreed with any Person not to sue or
otherwise enforce any legal rights with respect to any of such Owned IP.

Each member of the BG Group has taken all commercially reasonable steps
(including measures to protect secrecy and confidentiality and obtaining waivers
of moral rights) to protect the BG Group's right, title and interest in and to all
Owned IP existing as of the date hereof. All agents and representatives of the
members of the BG Group who have or have had access to confidential or
proprietary information of the BG Group relating to the Business IP existing as of
the date hereof have a legal obligation of confidentiality to the BG Group with
respect to such information.

All of the Owned IP existing as of the date hereof was developed by full-time
employees and contractors of one or more members of the BG Group during the
time they were employed or engaged with such entity as sofiware, information
technology or hardware developers (the "Developers"). All of the Developers and
other employees and contractors who have or have had access to confidential or
proprietary information relating to such Owned IP have duly executed and
delivered Employee IP Agreements in substantially the same form as set forth in
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Section 3.19(f) of the Disclosure Schedule to the applicable member of the BG
Group on or before the date of commencement of his or her employment with
such entity in the form provided to the Purchaser. No member of the BG Group
has any knowledge of any material breach of any of the Employee IP Agreements.

(g8)  Except as set out in Section 3.19(g) of the Disclosure Letter, no royalty or other
amounts are required to be paid by any member of the BG Group in connection
with the continued use or exploitation by the BG Group of any Intellectual
Property used in the operation of the Business.

3.20 Insurance

Section 3.20 of the Disclosure Letter lists the policies of insurance owned or held by the
members of the BG Group. All such policies:

(a)  are, and at al] times since the respective start dates of such policies have been, in
full force and effect;

(b)  are sufficient for compliance in all material respects by the members of the BG
Group with all agreements to which any such entity is a party;

(¢)  provide that they will remain in full force and effect through the respective expiry
dates thereof;, and

(d)  will not terminate or lapse or otherwise be affected in any way by reason of the
completion of the Transaction.

3.21 Brokers

Except as disclosed in Section 3.21 of the Disclosure Letter: (a) no finder, broker, agent or other
intermediary has acted for or on behalf of any member of the BG Group in connection with the
initiation, negotiation or consummation of the Transaction; and (b) no success fee, broker's fee,
commission or similar fees will be payable by any member of the BG Group to any Person in
connection with the initiation, negotiation or consummation of the Transaction.

3.22 No Sale Agreements

Except as disclosed in Section 3.22 of the Disclosure Letter, there are no Contracts, or any right
or privilege capable of becoming a Contract, for the purchase of the Business or any of the
material assets of any member of the BG Group. Except as disclosed in Section 3.22 of the
Disclosure Letter, no member of the BG Group currently maintains any discussions, conditions
or proceedings with respect to the sale, merger, consolidation, liquidation or reorganization of
any such entity.

3.23 Compliance with Other Instruments, Laws, Etc.

Each member of the BG Group has complied, and is in compliance, with:
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(a)  all Laws applicable to it and the Business, except for any non-compliance that,
individually or in the aggregate, has not had and could not reasonably be expected
to have a Material Adverse Effect; and

) its constating documents.
3.24 Agreements Restricting Business

Except as disclosed in Section 3.24 of the Disclosure Letter, no member of the BG Group is a
party to any agreement or arrangement that restricts the freedom of such entity to carry on the
Business, including any Contract that contains covenants by the Corporation not to compete in
any line of business competitive with or similar to the Business with any other Person.

3.25 Absence of Questionable Payments

To the knowledge of the Corporation, no member of the BG Group or, to the knowledge of the
Corporation, any director, officer, agent or employee of any of the foregoing or any other Person
acting on behalf of any of the foregoing, has used any corporate or other funds for unlawful
contributions, payments, gifts or entertainment, or made any unlawful expenditures relating to
political activity to government officials or others or established or maintained any unlawful or
unrecorded funds in connection with the Business. No member of the BG Group or, to the
knowledge of the Corporation, any director, officer, agent or employee of any of the foregoing or
any other Person acting on behalf of any of the foregoing, has accepted or received any unlawful
contributions, payments, gifts or expenditures in connection with the Business.

3.26 Change of Control

Except as disclosed in Section 3.26 of the Disclosure Letter, no member of the BG Group has
approved, is contemplating, considering or has held discussions in respect of, has entered into
any Contract in respect of, or has any knowledge of:

(a) a proposed Change of Control; or

(b)  any Contract, or any right or privilege capable of becoming a Contract, for the
purchase, sale, transfer or other disposition of any material property or assets or
any interest therein owned directly or indirectly by any member of the BG Group
(including, in the case of the Corporation, any of the outstanding shares of any
BG Subsidiary).

3.27 Disclosure

() No representation or warranty by the Corporation in this Agreement or in the
Disclosure Letter contains or will contain any untrue statement of a material fact
or omits or will omit to state a material fact required to be stated in this
Agreement or necessary to make the statements contained in this Agreement not
false or misleading.

(b)  To the knowledge of the Corporation, there is no fact or circumstance relating
specifically to the Business or the members of the BG Group that could
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reasonably be expected to result in a Material Adverse Effect and that is not
disclosed in the Disclosure Letter.

The Corporation has made available to the Purchaser or its counsel all information reasonably
available to the Corporation that the Purchaser (or its counsel) has requested.

ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF THE PURCHASER

The Purchaser represents and warrants to the Corporation as of the date on which the Initial
Installment is paid to the Corporation as follows, and acknowledges that the representations and
warranties contained in this Agreement are made by it with the intent that they may be relied
upon by the Corporation.

4.1  Incorporation and Organization

The Purchaser is a corporation incorporated and validly subsisting under the laws of the Province
of British Columbia, and is in good standing under such laws,

4.2  Corporate Authorization

(a) The execution and delivery of this Agreement and the consummation of the
Transaction have been duly authorized by all necessary corporate action on the
part of the Purchaser.

(b)  This Agreement constitutes, a valid and binding obligation of the Purchaser
enforceable against it in accordance with its terms, except as enforcement thereof
may be limited by bankruptcy, insolvency, reorganization, moratorium or similar
laws affecting the rights of creditors generally and except as limited by the
application of equitable principles when equitable remedies are sought and except
as rights to indemnity and contribution may be limited by Law.

4.3  Purchasing for Investment Purposes

The Purchaser is acquiring the interest granted to it herein for investment purposes only and not
with a view to the resale or distribution of any portion of such interest.

44  Purchase as Principal

The Purchaser is acquiring the interest granted to it herein as principal for its own account, and
not on behalf of or for the benefit of any other Person.

ARTICLE 5
SURVIVAL AND INDEMNIFICATION

5.1 Survival

Subject to the limitations contained in this Agreement, all representations and warranties
contained in this Agreement on the part of each of the Parties will survive the date hereof for a
period of two (2) years following the date of this Agreement.

o
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Indemnification Obligations

(a)

(b)

(c)

All covenants, representations and warranties made in this Agreement by the
Corporation are deemed to have been relied on by the Purchaser, notwithstanding
any investigation made by or on behalf of the Purchaser. Subject to the limitations
set forth in Section 5.2(b) and subject to Section 5.2(c), the members of the BG
Group (the “Indemnitors™), for each of which the Corporation acts as agent
hereunder, will jointly and severally indemnify, defend and hold harmless the
Purchaser, and each of the Purchaser's officers, directors, employees, agents,
advisors, representatives and affiliates, and the respective successors, assigns,
heirs, executors, administrators and legal and personal representatives of each of
the foregoing (each, an "Indemnitee"), from and against all Direct Damages
incurred or suffered by any of them in any capacity and resulting from or relating
to the occurrence of a Non-Monetary Event of Default.

The obligations of the Indemnitors under Section 5.2(a) are subject to the
following limitations:

(i) except for the matters referred to in paragraphs (ii) and (iii) hereof, the
obligations of the Indemnitors under Section 5.2(a) will terminate on the
date that is two (2) years following the date of this Agreement, except with
respect to bona fide claims by any Indemnitee set forth in written notices
given by them to the Corporation prior to such date;

(ii)  the obligations of the Indemnitors in respect of any claim relating to Tax
matters, including any claim arising out of Section 3.12, will terminate on
the date that is ninety (90) days after the relevant Governmental
Authorities are no longer entitled to assess or reassess liability for Taxes
(other than interest, penalties, fines, additions to Tax or other additional
amounts) against the applicable member of the BG Group, having regard
to any waivers given by any such entity in respect of any taxation year,
except with respect to bona fide claims by any Indemnitee set forth in
written notices given to the Corporation prior to such date;

(iii)  the obligations of the Indemnitors in respect of any claim based upon
fraud or intentional misrepresentation shall survive indefinitely; and

(iv)  the liability of the Indemnitors under Section 5.2(a), whether alone or in
the aggregate, shall be limited to an amount equal to the Aggregate
Installment Amount.

The Indemnitors, for each of which the Corporation acts as agent hereunder, will
jointly and severally indemnify, defend and hold harmless the Indemnitees from
and against all Direct Damages and Indirect Damages incurred or suffered by any
of them in any capacity and resulting from or relating to:

@) an Event of Default;

(ii) a Bankruptcy Occurrence; or
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(iii)  abreach by the Corporation of Section 6.8.

The rights of indemnity under Section 5.2(c) shall not be subject to any monetary
limitation and shall be in addition to, and not in substitution for, all of the rights
and remedies of the Indemnitees otherwise afforded to the Indemnitees by law,
equity or otherwise in respect of the occurrence of an Event of Default, a
Bankruptcy Occurrence or a breach by the Corporation of Section 6.8, including
all rights and remedies of the Purchaser under Section 2.12.

ARTICLE 6
GENERAL

6.1 Notices

Any notice given in connection with this Agreement must be in writing and is sufficiently given
if delivered (whether in person, by courier service or other personal method of delivery), or if
transmitted by electronic means:

(a) in the case of a notice to the Corporation at:

75 Ridout Street, Box 1240
Walkerton, Ontario NOG 2V0
Attention: Adam Hofinann
Email: ahofmann@bgfurntiure.ca

(b)  in the case of a notice to the Purchaser at:

243 Queen Street West, 3rd Floor
Toronto, Ontario M5V 1Z4
Attention: William R. Tharp

Email: bill@GrenvilleSRC.com

Any notice delivered or transmitted to a Party in accordance with the foregoing is deemed given
and received on the day it is delivered or transmitted if it is delivered or transmitted on a
Business Day prior to 5:00 p.m. local time in the place of delivery or receipt. If the notice is
delivered or transmitted after 5:00 p.m. local time or if such day is not a Business Day, then the
notice is deemed to have been given and received on the next Business Day. Any Party may,
from time to time, change its physical address or email address by giving notice to the other
Parties in accordance with the provisions of this Section 6.1,

6.2 Announcements

Except as otherwise required by Law (including in order to comply with continuous disclosure or
other requirements under securities Laws), following the date hereof, the Corporation may make
reasonable disclosure of the completion and nature of the Transaction only with the prior written
consent of the Purchaser, such consent not to be unreasonably withheld or delayed, and, except

as otherwise required by Law (including in order to comply with continuous disclosure or other

requirements under securities Laws), the Purchaser may make reasonable disclosure of the
completion and nature of the Transaction only with the prior written consent of the Corporation,
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such consent not to be unreasonably withheld or delayed. The Corporation hereby consents to the
reasonable disclosure by the Purchaser of the completion and nature of the Transaction to
Governmental Authorities, the Purchaser’s shareholders and to any other Person in connection
with any financing, offering, business combination or similar transaction proposed to be
undertaken by the Purchaser. The Corporation acknowledges that the Purchaser may be required,
in accordance with applicable securities laws, to publicly disclose the Transaction and to file a
copy of this Agreement on SEDAR, and the Purchaser agrees that in such case it shall make such
redactions to this Agreement as are permitted under Section 12.2(3) of National Instrument 51-
102 ("NI 51-102") (subject to compliance by the Purchaser with the remaining provisions of
Section 12.2 of NI 51-102) with the prior consultation of the Corporation. The Purchaser hereby
consents to the reasonable disclosure by the Corporation of the completion and nature of the

Transaction to Governmental Authorities, the Corporation’s shareholders and to any other Person

in connection with any financing, offering, business combination or similar transaction proposed
to be undertaken by any member of the BG Group.

6.3  Facsimile/Adobe Acrobat and Counterparts

This Agreement may be executed via facsimile or scanned Adobe Acrobat (Portable Document
Format or PDF) or TIFF document and in any number of counterparts each of which shall be
deemed to be an original and all of which when taken together shall be deemed to constitute one
and the same instrument and it shall not be necessary in making proof of this Agreement to
produce more than one counterpart.

6.4 Further Assurances

The Parties shall with reasonable diligence do all such things and provide all such assurances as
may be required or desirable to consummate the Transaction and each Party shall provide such
further documents or instruments as may be required or be desired by the other party to effect the
purpose of this Agreement and to carry out the provisions of this Agreement, whether before or
after Closing.

6.5  Severability

In case any one or more of the provisions contained in this Agreement is for any reason held to
be invalid, illegal or unenforceable in any respect, such invalidity, illegality, or unenforceability
shall not affect any other provision of this Agreement, and such invalid, illegal, or unenforceable
provision shall be reformed and construed so that it will be valid, legal, and enforceable to the
maximum extent permitted by law.

6.6  Delays or Omissions

No delay or omission to exercise any right, power, or remedy accruing to any Party under this
Agreement upon any breach or default of the other Party under this Agreement shall impair any
such right, power, or remedy of such non-breaching or non-defaulting Party, nor shall it be
construed to be a waiver of or acquiescence to any such breach or default, or to any similar
breach or default thereafter occurring, nor shall any waiver of any single breach or default be
deemed a waiver of any other breach or default theretofore or thereafter occurring. All remedies,
whether under this Agreement or by law or otherwise afforded to any Party, shall be cumulative
and not altemative.
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6.7  Acknowledgment re Drafting

Each Party acknowledges and agrees that the Parties have participated jointly in the negotiation
and drafting of this Agreement and, therefore, in the event that any ambiguity or a question of
intent or interpretation arises, this Agreement shall be construed as if drafted jointly by the
Parties and no presumption or burden of proof shall arise favouring or disfavouring any Party by
virtue of the authorship of any provision hereof.

6.8  Confidentiality

Each Party acknowledges that it has had access to and will in the future receive confidential and
proprietary information concerning the other Party (the "Confidential Information"), the
disclosure of which would be detrimental to the interests of the other Party. Accordingly, each
Party covenants and agrees, subject to Section 6.2, to keep the Confidential Information in strict
confidence and not disclose any of such Confidential Information to any Person or use or attempt
to use such Confidential Information. Notwithstanding the foregoing, no Party will have liability
for any Confidential Information that is:

(a)  already in the public domain or comes into the public domain without any breach
of this Agreement;

(b)  required to be disclosed pursuant to Law or pursuant to any regulatory or judicial
authority having jurisdiction over such Party; or

(c)  made to a professional advisor of such Party, in which event such party shall
ensure that the recipient is aware of and agrees to comply with the terms of this
Section 6.8 as if a party to this Agreement.

6.9  Assignment

This Agreement shall enure to the benefit of and be binding upon the Parties and their respective
successors and permitted assigns; provided, however, that:

(a)  the Purchaser may, without the consent of the Corporation, assign its rights and
obligations or encumber its interest under this Agreement, in whole or in part, to
any Person; and

(b)  the Corporation may not assign any of its rights under this Agreement without the
prior written consent of the Purchaser (such consent not to be unreasonably
withheld by the Purchaser), and any such purported assignment without such prior
written consent is void.

For greater certainty, unless terminated, reduced or extinguished pursuant to the terms of this
Agreement, the Gross Sales Royalty shall survive, and shall not in any way be extinguished or
impaired by, any: (i) Change of Control of any member of the BG Group; or (ii) any transfer by
operation of Law or otherwise of this Agreement by the Corporation.
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6.10 Payment of Purchaser Expenses

The Corporation will pay all of the reasonable legal fees and other reasonable out-of-pocket
expenses incurred by the Purchaser in connection with the Transaction and the various
agreements and documents referred to in this Agreement, up to a maximum amount of $25,000
(plus all disbursements incurred by counsel to the Purchaser and all applicable Taxes on any of
the foregoing amounts), which amounts will be deducted from the Initial Installment on the date
of payment thereof.

6.11 Force Majeure

Neither Party shall be liable for the failure to comply with any of their respective obligations
under this Agreement to the extent, and for the period, that such failure results from Force
Majeure. The Party claiming a Force Majeure shall make all reasonable efforts, including all
reasonable expenditures, necessary to cure, mitigate or remedy the effects of a Force Majeure.

6.12 Tax Cooperation

The Corporation and the Purchaser shall (and, if requested to do so, shall cause their respective
Affiliates to): (i) use commercially reasonable efforts to assist the other Party in preparing for or
defending against any audit, investigation, claim, dispute or controversy relating to Taxes
regarding the Gross Sales Royalty or the Transaction; and (ii) make available to the other Party
and to any taxing authority as reasonably requested all information, records and documents
relating to the Gross Sales Royalty or the Transaction; and (iii) furnish the other Party with
timely notice of, and copies of all correspondence received from any taxing authority in
connection with, any audit, investigation, claim, dispute or controversy relating to Taxes
regarding the Gross Sales Royalty or the Transaction.

6.13 Maximum Permitted Rate

Under no circumstances shall the Purchaser be entitled to receive nor shall it in fact receive a
payment or partial payment (whether in the form of Royalty Payments, Buyout Payments or
otherwise) under or in relation to this Agreement at a rate that is prohibited by applicable law.
Accordingly, notwithstanding anything herein or elsewhere contained, if and to the extent that
under any circumstances, the effective annual rate of "interest" (as defined in section 347 of the
Criminal Code of Canada) received or to be received by the Purchaser (determined in
accordance with such section) on any amount of "credit advanced” (as defined in that section)
pursuant to this Agreement or any agreement or arrangement collateral hereto entered into in
consequence or implementation hereof would, but for this Section 6.13, be a rate that is
prohibited by applicable law, then the effective annual rate of interest, as so determined, received
or to be received by the Purchaser on such amount of credit advanced shall be and be deemed to
be adjusted to a rate that is one whole percentage point less than the lowest effective annual rate
of interest that is so prohibited (the "adjusted rate"); and, if the Purchaser has received a
payment or partial payment which would, but for this Section 6.13, be so prohibited then any
amount or amounts so received by the Purchaser in excess of the lowest effective annual rate that
is so prohibited shall and shall be deemed to have comprised a credit to be applied to subsequent
payments on account of other amounts due to the Purchaser at the adjusted rate.

[Signature Page Follows]
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IN WITNESS WHEREOF each Party has duly executed this Agreement.

BG FURNITURE LTD. GRENVILLE STRATEGIC
CORP.
v‘*’/v -
By: By: -
Name: vfi»;&/ #DF#;/W) Eame: \\L\\My/lt:\orp
Title: J2AS) sy 7 Title:  CEo /Director

Grenville/8G Royalty Agreement Signature Page
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SCHEDULE "A"
DEFINED TERMS

Whenever used in this Agreement, the following words and terms have the following meanings:

“adjusted rate” has the meaning given to it in Section 6.13.

"Affiliate" has the meaning given to it in National Instrument 45-106 - Prospectus and
Registration Exemptions.

"Aggregate Installment Amount" means, as of a specified date, the aggregate of all
Installments actually paid to the Corporation as of such date.

"Agreement" means this royalty purchase agreement, including all schedules and all
amendments or restatements, and references to "Article" or "Section" mean the specified
Article or Section of this Agreement.

"Annual Financial Statements" means, as at any given date, the financial statements of
the Corporation and each other applicable member of the BG Group for the then most
recently completed financial year of the applicable member of the BG Group.

"Bankruptcy Occurrence” means the occurrence of any of the following:

(a) if an order is made or an effective resolution passed for the winding-up or
liquidation of any member of the BG Group, or if a petition is filed for the
winding-up of any member of the BG Group;

(b)  if any member of the BG Group commits an act of bankruptcy, makes a general
assignment for the benefit of its creditors, ceases to carry on the Business or
becomes insolvent within the meaning of applicable legislation of any applicable
jurisdiction;

(c) if a bankruptcy petition is filed or presented against any member of the BG
Group, or if any proceedings with respect to any member of the BG Group are
commenced under any applicable legislation of any applicable jurisdiction
providing protection for the benefit of the applicable member of the BG Group; or
if an execution, sequestration, or any other process of any court becomes
enforceable against any member of the BG Group or if a distress or analogous
process is levied upon any part of the property of any member of the BG Group;
or

(d) any trustee in bankruptcy, interim receiver, receiver, receiver and manager,
custodian, sequestrator, administrator, monitor or liquidator of any other Person
with similar powers is appointed in respect of member of the BG Group or any of
the assets or property of any member of the BG Group.

“Bankruptcy Occurrence Trigger Event” has the meaning given to it in Section 2.9(b).

"BG Group" means, collectively, the Corporation and the BG Subsidiaries.

PR Y



"BG Subsidiaries” means, collectively each direct or indirect subsidiary or investee of
the Corporation (whether wholly, partially or not at all owned, directly or indirectly, by
the Corporation, and whether or not controlled by the Corporation) incorporated,
acquired or established after the date hereof, and "BG Subsidiary" means any one of the
aforementioned entities.

"Business" means the business currently carried on by the BG Group or as carried on at
the relevant time.

"Business Day" means a day, other than a Saturday or Sunday, on which the principal
commercial banks located in Walkerton, Ontario and Toronto, Ontario are open for
business during normal banking hours.

"Business IP" means the Owned IP and the Licensed IP.

"Buy-down Notice" has the meaning given to it in Section 2.9(a)(i).
"Buy-down Option" has the meaning given to it in Section 2.9(a)(i).
"Buy-down Payment" has the meaning given to it in Section 2.9(a)(i).
"Buyout Payments" has the meaning given to it in Section 2.9.

"Change of Control" means any of the following: (a) a sale or other transfer of all or
substantially all of the Corporation's assets, (b) the acquisition of the Corporation by
another entity by means of merger, arangement, share purchase (whether from the
Corporation or from the holders of shares in the capital of the Corporation), share
exchange, consolidation, reorganization, amalgamation, arrangement, take-over bid,
reverse take-over or other business combination or transaction or series of related
transactions; provided that a Change of Control shall not include (i) a merger effected
exclusively for the purpose of changing the domicile of the Corporation, or (ii) any
transaction in which one or more of the Insiders or Affiliates of the Corporation
immediately prior to the transaction own 50% or more of the voting power of the
surviving corporation (including the Corporation) or the acquirer of the Corporation’s
assets following the transaction.

“Change of Control Buyout Notice” has the meaning given to it in Section 2.9(a)(iv).
"Change of Control Buyout Option" has the meaning given to it in Section 2.9(a)(iv).

"Closing" means the completion of the Transaction, which shall be deemed to occur on
the date on which the last Installment is fully paid to the Corporation.

"Commercial Software Licenses” means "shrink-wrap", "web-wrap”, "click-wrap" or
other similar generic licenses for commercially available software available to the public.

"Confidential Information" has the meaning given to it in Section 6.8.

"Confirmed Quarterly Royalties" has the meaning given to it in Section 2.4(b).
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"Contract” means any written or oral agreement, contract, understanding, arrangement,
instrument, note, guarantee, indemnity, warranty, deed, assignment, power of attomey,
commitment, covenant or undertaking of any nature,

"Corporation" means BG Fumiture Ltd., and includes any assignee of the Corporation
pursuant to an assignment made in accordance with Section 6.9(b).

"Developers" has the meaning given to it in Section 3.19(f).

"Direct Damages" means all damages and losses of any kind excluding Indirect
Damages.

"Disclosure Letter" means the Disclosure Letter delivered by the Corporation to the
Purchaser on the date hereof, as the same may be updated as of the date on which any
Subsequent Installment is paid to the Corporation.

“Dispute” has the meaning given to it in Section 2.8.

"Employee IP Agreements" means agreements relating to proprietary information and
assignment of inventions to a member of the BG Group by employees and consultants of
such entity.

"Event of Default" means the occurrence of any of the following:

(a) any failure by the Corporation to pay in full when due any Royalty Payment,
Buyout Payment or any other amount owing under this Agreement or arising in as
a result of or relating to the Transaction, including any amount owing under
Section 2.12(c); or

(b)  any default by any member of the BG Group in the observance or performance of
any of the Specified Covenants,

“Event of Default Trigger Event” has the meaning given to it in Section 2.9(b).

"Financial Statements" means, collectively, the Annual Financial Statements and the
Interim Financial Statements.

“Force Majeure” means any event or circumstance that prevents the affected Party from
performing its obligations under this Agreement and is beyond the reasonable control of
the affected Party, but:

(a)  is not due to the fault or negligence of the affected Party or those for whom it is
responsible at law;

(b)  does not arise by reason of any act or omission by the Party (or those for whom it
is responsible at law) claiming Force Majeure in breach of the provisions of this
Agreement; and

© does not arise by reason of the lack or insufficiency of funds or failure to make
payment of monies.

-
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"GAAP" means generally accepted accounting principles as defined from time to time by
the Accounting Standards Board of the Canadian Institute of Chartered Accountants in
the Handbook of the Canadian Institute of Chartered Accountants, or the equivalent
thereof for and in respect of any other applicable jurisdiction.

"Governmental Authority" means any government, regulatory authority, governmental
department, agency, commission, bureau, official, minister, Crown corporation, court,
board, tribunal, governmental or administrative dispute settlement panel or body or other
law, rule or regulation-making entity:

(a)  having or purporting to have jurisdiction on behalf of any nation, province,
territory, state or other geographic or political subdivision thereof; or

(b)  exercising, or entitled or purporting to exercise any administrative, executive,
judicial, legislative, policy, regulatory or taxing authority or power.

"Gross Sales Royalty" has the meaning given to it in Section 2.2,
“Independent Accountant” has the meaning given to it in Section 2.8.
"Indemnitee" has the meaning given to it in Section 5.2(a).
“Indemnitors” has the meaning given to it in Section 5.2(a).

“Indirect Damages™ means all indirect, consequential, special, incidental, punitive and
aggravated damages and losses, loss of profits and diminution of value.

"Initial Installment" has the meaning given to it in Section 2.1(a).
"Insiders"” means:

(a) directors, officers, shareholders, members, security holders or employees of a
member of the BG Group; and

(b)  any other Person not dealing at arm's length with any member of the BG Group or
any Affiliate or related party of any member of the BG Group or of any Person
referred to in paragraph (a) hereof.

"Installments” means, collectively, the Initial Installment and all Subsequent
Installments, and individually means any one of them.

"Intellectual Property" means any or all of the following and all proprietary intellectual
property and other rights in, arising out of or associated with:

(a)  all patents and utility models and applications therefore and all provisionals, re-
issuances,  continuations,  continuations-in-part,  divisions,  revisions,
supplementary protection certificates, extensions and re-examinations thereof and
all equivalent or similar rights anywhere in the world in inventions and
discoveries, including invention disclosures ("Patents”);
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b all registered and unregistered trade-marks, service marks, trade names, trade
dress, logos, business, corporate and product names and slogans and registrations,
and applications for registration thereof ("Trade-marks");

(c) all copyrights in copyrightable works, and all other rights of authorship,
worldwide, and all applications, registrations and renewals in connection
therewith ("Copyrights");

(d)  all maskworks, maskwork registrations and applications therefor, and any
equivalent or similar rights in semiconductor masks, layouts, architectures or
topologies ("Maskworks"); and

(e) all World Wide Web addresses, domain names and sites and applications and
registrations therefor ("Domain Names").

"Interim Financial Statements" means, as at any given date, the unaudited
management-prepared financial statements of the Corporation and each other member of
the BG Group for the then most recently completed calendar month.

"Laws" means applicable laws (including common law), statutes, codes, by-laws, rules,
regulations, orders, ordinances, protocols, codes, guidelines, treaties, policies, notices,
directions, decrees, judgments, awards or requirements, in each case of any
Governmental Authority.

"Licensed IP" means all Intellectual Property and Technology that any member of the
BG Group uses or has a right to use, including all Intellectual Property and Technology
that any member of the BG Group uses or has a right to use at any time after the date
hereof, in the conduct of the Business under a Contract with another Person.

"Liens" means any lien, hypothec, mortgage, security interest, charge, encumbrance,
pledge, option, pre-emptive right, or transfer restriction other than, in the case of
references to securities, any transfer restriction arising under applicable securities Laws
solely by reason of the fact that such securities were issued pursuant to exemptions from
registration or prospectus requirements under such securities Laws.

"Material Adverse Effect" means any effect, change, event, occurrence or development
with respect to the BG Group or the Business, taken as a whole and as a going concern,
that is or is reasonably likely to be materially adverse to the results of the Business or the
BG Group’s affairs, properties, assets, liabilities or condition (financial or otherwise),
operations or capital, or that is materially adverse to the completion of the Transaction.

"Minimum Monthly Amount" has the meaning given to it in Section 2.3.

"Non-Monetary Event of Default" means the breach by the Corporation of any of the
representations, warranties or covenants of the Corporation under this Agreement other
than the Specified Covenants.
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"Outstanding Installment Amount" means, as of the applicable date on which such
amount is determined, an amount equal to the Aggregate Installment Amount less the
aggregate of all Royalty Payments actually received by the Purchaser as of such date.

"Owned IP" means all Intellectual Property and Technology that any member of the BG
Group owns, including all Intellectual Property and Technology owned by any member
of the BG Group at any time after the date hereof.

"Parties" means the Corporation and the Purchaser, and "Party" means either one of
them.

"Person" means any individual, sole proprietorship, partnership, firm, entity,
unincorporated association, unincorporated syndicate, unincorporated organization, trust,
body corporate or Governmental Authority, and where the context requires, any of the
foregoing when they are acting as trustee, executor, administrator or other legal
representative.

"Pre-Adjusted Quarterly Royalties" has the meaning given to it in Section 2.4(b).

"Purchaser" means Grenville Strategic Royalty Corp., and any assignee thereof pursuant
to an assignment made in accordance with Section 6.9(a).

"Quarterly Determination Date" has the meaning given to it in Section 2.4(b).
"Registered IP" means all Canadian, United States, international and foreign:
(a) Patents;

(b)  registered Trade-marks, applications to register Trade-marks, including intent-to-
use applications or other registrations or applications related to Trade-marks and
Domain Name registrations;

(¢)  Copyrights registrations and applications to register Copyrights;
(d)  Maskwork registrations and applications to register Maskworks; and

(e) Technology that is the subject of an application, certificate, filing, registration or
other document issued by, filed with, or recorded by, any Governmental Authority
at any time,

"Revenue of the BG Group" means, in respect of any period commencing on or after the
date hereof and without duplication, all funds of any kind directly or indirectly received
by the members of the BG Group (which, in respect of any non-wholly owned BG
Subsidiary, shall be the percentage of such BG Subsidiary’s revenue actually received
during such period that is equal to the Corporation's direct or indirect ownership
percentage of such BG Subsidiary) during such period on account of or in connection
with all products and services sold or otherwise provided by the members of the BG
Group, including all royalties, license fees, lease fees, service fees, subscription fees and
other forms of compensation directly or indirectly received by a member of the BG
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Group (including amounts received in connection with the settlement of disputes or the
proceeds of litigation); but excludes:

(a) any amount received by a member of the BG Group in the form of a grant or other
form of funding (including funding for research purposes), incentive, loan,
advance, exemption, tax reduction, tax credit, subsidy or similar benefit from any
Governmental Authority, institution or organization;

(b)  any amount received by a member of the BG Group which is required by contract
or Law to be paid by such entity: (i) to agents or resellers of such entity; or (ii) to
third parties on account of shipping, duties or customs charges;

(c) any amount received by a member of the BG Group from another member of the
BG Group; and

(d)  any amount received by a member of the BG Group which constitutes Taxes
payable by a Person in connection with goods or services provided by the member
of the BG Group to such Person.

"Royalty Payment" has the meaning given to it in Section 2.2 (and, for greater certainty,
includes all Minimum Monthly Amounts).

"Subsequent Installment" has the meaning given to it in Section 2.1(b).

“Specified Covenants” means those covenants of the Corporation set out in Sections
2.10(a), 2.10(b), 2.10(d), 2.10(e), 2.10(f), 2.10(k), 2.10(1), 2.10(n), 2.10(0), 2.10(p) and
2.10(q).

"subsidiary" has the meaning given to it in National Instrument 45-106 - Prospectus and
Registration Exemptions.

"Tax" or "Taxes" means all taxes, assessments, charges, duties, fees, levies, or other
governmental charges, including all federal, provincial, state, local, foreign and other
income, corporation, franchise, profits, capital gains, estimated, sales (including HST),
use, transfer, registration, value added, excise, natural resources, severance, stamp,
occupation, premium, environmental, customs, duties, imposts, immovable property,
personal property, capital stock, unemployment, disability, payroll, license, employee,
deficiency assessments, withholding and other taxes, assessments, charges, duties, fees,
levies or other governmental charges (whether payable directly or by withholding and
whether or not requiring the filing of a Tax Return), and any interest, penalties, or
additions to tax in respect of the foregoing and includes any liability for such amounts as
a result either of being a member of a combined, consolidated, unitary or affiliated group
or of a contractual obligation to indemnify any Person or other entity.

"Tax Return" means any return, declaration, report, claim for refund, information return
or other document (including any related or supporting estimates, elections, schedules,
statements or information) filed or required to be filed in connection with the
determination, assessment or collection of any Tax or the administration of any Laws
relating to any Tax.



"Technology" means:

(a)  works of authorship including computer programs, source code and executable
code, whether embodied in software, firmware or otherwise, documentation,
designs, methods, techniques, processes, files, industrial models, schematics,
specifications, net lists, build lists, records and data;

(b)  inventions (whether or not patentable), improvements, enhancements and
modifications;

(c)  proprietary and confidential business and technical information, including
technical data, trade secrets, ideas, research and development and know how; and

(d)  databases, data compilations and collections and technical data.

"Transaction” means the transactions contemplated in this Agreement.



Schedule “B”
SAMPLE CALCULATION OF THE CHANGE OF CONTROL BUYOUT
EXAMPLE 1

e Buy-down not exercised
e Company sells for $8,000,000

Equity Method

$750,000 invested/ $2,500,000 = 30.00% equity interest

$8,000,000 sales price x 30.00% = $2,400,000

$2,400,000 x 0.8 = $1,920,000 payment

OR

2 x $750,000 = $1,500,000 payment

$1,920,000 takes precedence and therefore payment is $1,920,000

EXAMPLE 2

¢ Buy-down exercised
¢ Company sells for $8,000,000

Equity Method

$750,000 invested/ $2,500,000 = 30.00% equity interest
$8,000,000 sales price x 30.00% = $2,400,000
$2,400,000 x 0.8 = $1,920,000

$1,920,000 x 50% Buydown Percentage = $960,000
$960,000 payment

OR

2 x $750,000 x 50% Buydown Percentage = $750,000
Therefore, the $960,000 payment takes precedence

s,
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THIS SECURITY AGREEMENT is made the __Zfi day of _Septembe 2015,

BETWEEN:

BG FURNITURE LTD.
75 Ridout Street, Box 1240

Walkerton, Ontario NOG 2V0

Attn: Adam Hofmann, President
FAX: 519-881-6465

(the "Debtor")

-and -

GRENVILLE STRATEGIC ROYALTY CORP.
220 Bay Street, Suite 5000

Toronto, Ontario M5J 2W4

Attention: William R. Tharp
FAX: 416-644-0098

(the "Secured Party")

1.0 SECURITY INTEREST
1.1 For one dollar ($1) and other good and valuable consideration, the receipt

and sufficiency of which are hereby acknowledged by the Debtor, the Debtor does
hereby:

(a)morigage and chatge as and by way of a fixed and specific charge, and assign and transfer to the
Secured Party, and grant to the Secured Party a security interest in, but subject to the exceptions
contalned in Section 2, all the Debtor's right, titie and interest in and to all its presently owned or held and
after acquired or held personal property, of whataver naturs or kind and wheresoever situate, and all cash
proceeds and non-cash proceeds thersof and therefrom including:

] all equipment, including, without limiting the generality of the foregoing,
machinery, tools, fixtures, furniture, furnishings, chattels, motor vehicles
and other tangible personal property that Is not Inventory, and ail parts,
components, aftachments, accessories, accessions, replacements,
substitutions, additions and Improvements to any of the foregoing (alt of
which Is hereinafter collectively called the "Equipment’);

{1i) all inventory, including, without limiting the generality of the foregoing,
goods acquired or held for sale or lease or furnished or to be furnished
under contracts of rental or service, all raw materials, work in process,
finished goods, returned goods, repossessed goods, and all packaging
materials, supplies and containers relating t¢ or used or cansumed in
connection with any of the foregoing (all of which is hereinafter
collectively calied the "Inventory*);

(i) all debts, accounts, ciaims, demands, monies and choses in action which
now are, or which may at any time hereafter be, due or owing to or
owned by the Debtor and all books, records, documents, papers and
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slectronically recordad data recording, evidencing or relating to the sald
debts, accounts, claims, demands, monies and choses in action or any
part thereof and the computers and equipment containing said
electronically recorded data (all of which is hereinafter collectively called
the "Accounts®);

(V) all documents of title, chattel paper, instruments, securities and money,
Investment Property (as such term is defined in the Personal Property
Security Act (Ontario)) and Financial Assets (as such term Is defined in
the Securities Transfer Act, 2006 (Ontario)) and alt other goods of the
Debtor that are not Equipment, Inventory or Accounts;

(v) all contracts, contractual rights, licences, goodwill, copyrights, patents,
trademarks and other intellectual property of the Debtor, all other choses
In action of the Debtor of every kind which now are, or which may at any
time hereafter be, due or owing to or owned by the Debtor, and all other
intangibie property of the Debtor which Is not Accounts, chattel paper,
instruments, documents of title, securities or money; and

(vi) without limiting the generality of the foregoing, the property described in
Schedule A hereto; and

(b)charge as and by way of a floating charge, and grant to the Secured Party a security interest in and to:

()] all the Debtor's right, title and interest In and to all its presently owned or
held and after acquired or held real, immovable and leasehold property
and all interests thereln, and all easements, rights-of-way, privileges,
benefits, licences, improvements and rights whether connscted therewith
or appurtenant thereto or separately owned or held, including all
structures, plant and other fixtures (all which is hereinafter collectively
calied the "Real Property”); and

(i) ali assets and undertakings of the Debtor, of whatsoever nature or kind
and wheresoever sltuate, and all proceeds thereof and therefrom, other
than such of its assets and undertakings as are otherwise validly and
effectively subject to the charges and security interests in favour of the
Secured Party created pursuant to this Section 1.1.

1.2 The charges, assignments, transfers and security interests created
pursuant to Section 1.1 are hereinafter collectively called the "Security Interests" and
the property subject to the Security Interests and all property, assets and undertakings,
expressed to be charged, assigned or transferred or secured by any instruments
supplemental hereto or in implementation hereof are hereinafter collectively called the
“Collateral".

20 EXCEPTIONS

2.1 The last 10 days of the term created by any lease or agreement therefor
are hereby excepted out of the Security Interests created by this Security Agreement
but the Debtor shall stand possessed of the reversion thereby remaining upon trust to
assign and dispose thereof to any third party as the Secured Party shall direct.

W
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3.
2.2 All consumer goods of the Debtor are hereby excepted out of the Security
Interests created by this Security Agreement.
2.3 The Collateral shall not include any contract, account, user licence, permit,

licence, claim, demand, chose in action or other intangible which, as a matter of law or
by its terms, is not assignable or may not be charged or otherwise encumbered by the
Debtor without the consent, authorization, approval or waiver of a third party (all such
contracts, accounts, user licences, permits, licences, claims, demands, choses in action
and other Intangibles are collectively referred to herein as the "Restricted Assets”)
unless and until such consent, authorization, approval or waiver has been obtained,
provided that, until such time as the applicable consent, authorization, approval or
waiver has been obtained, the Debtor shall hold each Restricted Asset in trust for the
Secured Party and to assign and dispose of the same in such manner as the Secured
Party may from time to time direct as and when the Secured Party is entitled to realize
upon Collateral in accordance with Section 10.0.

3.0 ATTACHMENT

The Debtor acknowledges that the Security Interests hereby created
attach upon the execution of this Security Agreement (or in the case of any after
acquired property, upon the date of acquisition thereof), that value has been given, and
that the Debtor has (or in the case of any after acquired property, will have upon the
date of acquisition) rights in the Collateral.

o
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4.
4.0 PROHIBITIONS
4.1 Without the prior written consent of the Secured Party the Debtor shall not

have power to:

(a)except for the liens set out in Sghedula B hereto (“Permitted Liens"}, create or psrmit to exist any
securily interest in, charge, encumbrance or lien over, or claim against any of its property, assets, or
undertakings which ranks or could in any event rank in priority to or pari passu with any of the Security
interests created by this Security Agreement; or

{b) grant, sell, or otherwise assign its chatte! paper, Investment Property or Financial Assets.

5.0 OBLIGATIONS SECURED

This Security Agreement and the Security Interests hereby created are in
addition to and not in substitution for any other security interest now or hereafter held by
the Secured Party from the Debtor or from any other person whomsoaver and shall be
general and continuing security for the payment of all indebtedness and liability of the
Debtor to the Secured Party including, without limitation, under or in connection with the
royalty purchase agreement between the Debtor and the Secured Party dated October
17, 2014 (the “Royaity Purchase Agreement’), present and future, absolute or
contingent, joint or several, direct or indirect, matured or not, extended or renewed,
wheresoever and howsoever incurred, and any ultimate balance thereof, including all
advances on current or running account, future advances and re-advances, and for the
performance of all obligations of the Debtor to the Secured Party arlsing hereunder or
under or in connection with the Royalty Purchase Agreement, whether or not contained
in this Security Agreement (all of which indebtedness, liability and obligations are
hereinatfter collectively called the "Obligations”).

6.0 REPRESENTATIONS AND WARRANTIES
6.1 The Debtor represents and warrants that this Security Agreement is

granted in accordance with resolutions of the directors (and of the shareholders, as
applicable) of the Debtor and all other matters and things have been done and
performed so as to authorize and make the execution and delivery of this Security
Agreement, and the performance of the Debtor’s obligations hereunder, legal, valid and
binding.

6.2 The Debtor represents and warrants that the Debtor lawfully owns and
possesses all presently held Collateral and has good title therato, free from all security
interests, charges, encumbrances, liens and claims, save only Permitted Liens and any
other charges or security interests consented to in writing by the Secured Party, and the
Debtor has good right and lawful authority to grant a security interest in the Collateral as
provided by this Security Agresment.

6.3 The Debtor represents and warrants and, so long as this Security
Agreernent remains in effect, shall be deemed to continuously represent and warrant
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that the locations specified in Schedule C as to business operations and records are
accurate and complete.

7.0 COVENANTS OF THE DEBTOR

7.1 The Debtor covenants that at all times while this Security Agreement
remains in effect the Debtor will:

(a)defend the title to the Collateral for the benefit of the Secured Party against the claims and demands of
all persons;

{b)fully and effectually maintain and keep maintained the Security Interests hereby created valid and
effective;

(c) maintain tha Collateral in good ordet and repair;
(d) promptly pay as and when they become due:
@ all taxes, assessments, rates, duties, levies, government fees, claims

and dues lawfully levied, assessed or imposed upon it or the Collateral
when due, unless the Debtor shall in good faith contest its obligations so
fo pay and has set aside reserves to the extent required by generally
accepted accounting principles; and

(i) all security interests, charges, encumbrances, liens and claims which
rank or could in any event rank in priority to any Security Interests
created by this Security Agreement;

» (e)promptly pay all reasonable costs, charges, expenses and legal fees and disbursements (on a solicitor
and own client basis) which may be incurred by the Secured Party in:

(i) inspecting the Collateral,

(li) negotiating, preparing, perfecting and registering this Security
Agreement and other documents, whether or not relating to this Security
Agreement; and

(lii) Investigating title to the Collateral;

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

0] taking, recovering and keeping possession of the Collateral; and

(ii) all other actions and proceedings taken In connecltion with the
preservation of the Collateral and the enforcement of this Security
Agreement and of any other securily interest held by the Secured Party
as security for the Obligations;

(g)at the Secured Party’s request at any time and from time to time execute and dellver such further and
other documents and instruments and do all acts and things as the Secured Party, acling reasonably,
requires in order to confirm and perfect, and maintain perfection of, the Security Interests hereby created
in favour of the Secured Party upon any of the Collateral;
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(h} notify the Secured Party promptly of:

(i) any change in the information contained herein relating to the Debtor, its
business or the Collateral, including without limitation any change of
name or address of the Debtor and any change in the present location of
any material part of the Collateral;

(i) the details of any material acquisition of Collateral;
(ifh) any material loss or damage to Collaterai;

{v) any material default by any account debtor in payment or other
performance of his obllgations to the Debtor with respect to any
Accounts; and

(v) the return to or repossession by the Debtor of Collateral where such
return or repossession of Collateral is material in relation to the business
of the Debtor;

(i)prevent Collateral, other than Inventory sold, leased, or otherwise disposed of as pemmitted hereby,
from being or becoming an accession to other property not covered by this Security Agreement;

(iiregarding any Investment Property or Financial Asset that is a certificated security, an uncertificated
security or a security entitlement, the Debtor shall, or shall cause the issuer of such Investment Property
ot Financlal Asset o, or shall cause the securities intermediary that holds such Investment Property or
Financial Asset o, take all steps as are necessary 1o give exclusive control over such Investment
Property or Financlal Asset to Secured Party on terms and conditions satisfactory to Secured Party;

(J)carry on and conduct its business in a proper and business-like manner, including maintenance of
proper books of account and records;

(k)permit the Secured Party and its representatives, at all reasonable time access 1o its Collateral for the
purpose of inspection and render all assistance reasonably necessary for such inspection; and

()] make avallable to the Secured Party from time to time promptly upon request;

(1) any documents of title, instruments, securities and chattel paper
constituting, representing or relating to Collateral;

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

(i) all financial statements prepared by or for the Debtor regarding the
Debtor's business; and

(iv) such information concerning the Collateral and the Debtor and the

Debtor's business and affairs related to the Security Interest as the
Socured Party may require.

8.0 PERFORMANCE OF OBLIGATIONS

If the Debtor falls to perform its obligations to the Secured Party, the
Secured Party may, but shall not be obliged to, perform any or all of such obligations
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without prejudice to any other rights and remedies of the Secured Party hereunder, and
any payments made and any costs, charges, expenses and legal fees and
disbursements (on a solicitor and his own client basis) incurred in connection therewith
shall be payable by the Debtor to the Secured Party promptly with interest until paid at
the highest rate borne by any of the Obligations.

9.0 DEFAULT
9.1 The Debtor shall be in default under this Security Agreement if an Event of

Default (as defined in the Royalty Purchase Agreement) has occurred and is not cured
in accordance with the provisions of the Royalty Purchase Agreement (an “Uncured
Event of Default”).

10.0 ENFORCEMENT
10.1 Upon the occurrence and during the continuance of an Uncured Event of

Default, the Secured Party may declare any or all of the Obligations to become
immediately due and payable and the security hereby constituted will immediately
become enforceable. The Secured Party may enforce and realize on the Security
Interests created by this Security Agreement and may take any action permitted by law
or in equity, as it may deem expedient, and in particular and without ‘limiting the
generality of the foregoing, the Secured Party may do any one or more of the following:

(a)appoint by instrument a recelver, receiver and manager or recelver manager (the person so appointed
being hereinafter called the "Recelver') of the Collateral, with or without bond as the Secured Party may
determine, and from time to time in its absolute discretion remove such Recelver and appoint another in

its stead;

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

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

(d)ssll, lease or otherwise dispose of all or any part of the Collateral, whether by public or private sale or
lease or otherwise, in such manner, at such price as can be reasonably obtained therefor and on such
terms as to credit and with such conditions of sale and stipulations as to title or conveyance or evidence
of title or otherwise as to the Secured Party may seem reasonable, provided that if any sale, lease or
other disposition is on cradit the Debtor will not be entitled to be credited with the proceeds of such sale,
lease or other disposition until the monies therefor are actually received; and

(e) exarcise all of the rights and remedies of a secured party under the Act.

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

10.3 Subject to the claims, if any, of the creditors of the Debtor ranking in
priority to this Security Agreement, all amounts realized from the disposition of
Collateral pursuant to this Security Agreement will be applied as the Secured Party, in
its absolute discretion, may direct as follows:

(a)in payment of all costs, charges and expenses (including legal fees and disbursements on a salicitor
and own client basis) incurred by the Secured Party in connection with or incidental to:

{i) the exercise by the Secured Party of all or any of the powers granted to it
pursuant to this Security Agreement; and

() the appointment of the Receiver and the exercise by the Receiver of all
or any of the powers granted to It pursuant to this Security Agreement,
including the Receiver's reasonable remuneration and all outgoings
properly payable to the Receiver,

{b)in or toward payment to the Secured Party of all principal and other monies (except interest) due in
respect of the Obligations; and

(c)in or toward payment to the Secured Party of all interest remaining unpaid in respect of the Obligations.

Subject to applicable law and the claims, if any, of other creditors of the Debtor, any
surplus will be paid to the Debtor.

11.0 DEFICIENCY

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

12.0 LIABILITY OF SECURED PARTY

The Secured Party shall not be responsible or liabie for any debts
contracted by it, for damages to persons or property or for salaries or non-fulfiliment of
contracts during any period when the Secured Party shall manage the Collateral upon
entry, as hereln provided, nor shall the Secured Party be liable to account as a
mortgagee in possession or for anything except actual receipts or be liable for any loss
on realization or for any default or omission for which a mortgagee in possession may
be liable. The Secured Party shall not be bound to do, observe or perform or to see to
the observance or performance by the Debtor of any obligations or covenants imposed
upon the Debtor nor shall the Secured Party, in the case of securities, instruments or
chattel paper, be obliged to preserve rights against other persons, nor shall the Secured
Party be obliged to keep any of the Collateral identifiable. The Debtor hereby waives
any applicable provision of law permiited to be waived by it which imposes higher or
greater obligations upon the Secured Party than aforesaid.

£ 4
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13.0 APPOINTMENT OF ATTORNEY

Effective upon the occurrence and during the continuance of an Uncured
Event of Default, the Debtor hereby irrevocably appoints the Secured Party or the
Receiver, as the case may be, with full power of substitution, to be the attorney of the
Debtor for and in the name of the Debtor to sign, endorse or execute under seal or
otherwise any deeds, documents, transfers, cheques, instruments, demands,
assignments, assurances or consents that the Debtor is obliged to sign, endorse or
execute and generally to use the name of the Debtor and to do all things as may be
necessary or incidental to the exercise of all or any of the powers conferred on the
Secured Party or the Receiver, as the case may be, pursuant to this Security
Agreement.

14.0 ACCOUNTS

Notwithstanding any other provision of this Security Agreement if an
Uncured Event of Default has occurred and is continuing, the Secured Party may
collect, realize, sell or otherwise deal with the Accounts or any pan thereof in such
manner, upon such terms and conditions and at such time or times, as may seem to it
advisable, and without notice to the Debtor, except in the case of disposition after
default and then subject to the provisions of Part V of the Act. All monies or other forms
of payment received by the Debtor in payment of any Account following the occurrence
and during the continuance of an Uncured Event of Default, will be received and held by
the Debtor in trust for the Secured Party.

15.0 APPROPRIATION OF PAYMENTS

Any and all payments made in respect of the Obligations from time to time
and monies realized from any security interests held therefor (including monies
collected in accordance with or realized on any enforcement of this Security Agreement)
may be applied to such part or parts of the Obligations as the Secured Party may see
fit, and the Secured Party may at all times and from time to time change any
appropriation as the Secured Party may see fit.

16.0 LIABILITY TO ADVANCE

None of the preparation, execution, perfection and registration of this
Security Agreement or the advance of any monies shall bind the Secured Party to make
any advance or loan or further advance or loan, or renew any note or extend any time
for payment of any indebtedness or liability of the Debtor to the Secured Party.

17.0 WAIVER

The Secured Party may from time fo time and at any time waive in whole
or in part any right, benefit or default under any Section of this Security Agreement but
any such waiver of any right, benefit or default on any occasion shall be deemed not to
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be a waiver of any such right, benefit or default thereafter, or of any other right, benefit
or default, as the case may be. No waiver shall be effective unless it is in writing.

18.0 NOTICE

Notice may be given to either party in accordance with Section 6.1 of the
Royalty Purchase Agreement, the terms of which are deemed to be incorporated herein
by reference.

19.0 EXTENSIONS

The Secured Party may grant extensions of time and other indulgences,
take and give up security, accept compositions, compound, compromise, settle, grant
releases and discharges, refrain from perfecting or maintaining perfection of security
interests, and otherwise deal with the Debtor, account debtors of the Debtor, sureties
and others and with Collateral and other security interests as the Secured Party may
see fit without prejudice to the liability of the Debtor or the Secured Party’s right to hold
and realize on the Security Interests created by this Security Agreement.

20.0 NO MERGER

This Security Agreement shall not operate so as to create any merger or
discharge of any of the Obligations, or of any assignment, transfer, guarantee, lien,
contract, promissory note, bill of exchange or security interest of any form held or which
may hereafter be held by the Secured Party from the Debtor or from any other person
whomsoever. The taking of a judgment with respect to any of the Obligations will not
operate as a merger of any of the covenants contained in this Security Agreement.

21.0 RIGHTS CUMULATIVE

All rights and remedies of the Secured Party set out in this Security
Agreement, and in any other security agreement held by the Secured Party from the
Debtor or any other person whomsoever to secure payment and performance of the
Obligations, are cumulative and no right or remedy contained herein or therein is
intended to be exclusive but each is in addition to every other right or remedy contained
herein or therein or in any future security agreement, or now or hereafter existing at law,
in equity or by statute, or pursuant to any other agreement between the Debtor and the
Secured Party that may be in effect from time to time.

22.0 ASSIGNMENT

The Secured Party may, without further notice to the Debtor, at any time
assign, transfer or grant a security interest in this Security Agreement and the Security
Interests created hereby. The Debtor expressly agrees that the assignee, transferee or
secured party, as the case may be, shall have all of the Secured Party’s rights and
remedies under this Security Agreement and the Debtor will not assert any defense,
counterclaim, right of set-off or otherwise any claim which it now has or hereafter
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acquires against the Secured Party in any action commenced by such assignee,
transferee or secured party, as the case may be, and will pay the Obligations to the
assignee, transferee or secured party, as the case may be, as the Obligations become

due.
23.0 SATISFACTION AND DISCHARGE

Any partial payment or satisfaction of the Obligations, or any ceasing by
the Debtor to be indebted to the Secured Party shall be deemed not to be a redemption
or discharge of this Security Agreement. The Debtor shall be entitled to a release and
discharge of this Security Agreement upon full payment and satisfaction of all
Obligations, and upon written request by the Debtor and payment of all costs, charges,
expenses and legal fees and disbursements (on a solicitor and his own client basis)
incurred by the Secured Party in connection with the Obligations and such release and

discharge.

24.0 PARAMOUNTCY

, If there is a conflict between the terms and conditions of this Security
Agreement and the terms and conditions of the Royalty Purchase Agreement, the terms
and conditions of the Royalty Purchase Agreement shall prevail.

25.0 ENUREMENT

This Security Agreement shall enure to the benefit of the Secured Party
and its successors and assigns, and shall be binding upon the Debtor and its
successors and permitted assigns.

26.0 INTERPRETATION
26.1 Words and expressions used herein that have been defined in the

Personal Property Security Act (Ontario) shall be interpreted in accordance with their
respective meanings given in such Act unless otherwise defined herein or unless the
context otherwise requires.

26.2 The invalidity or unenforceability of the whole or any part of any Section of
this Security Agreement shall not affect the validity or enforceability of any other Section
or the remainder of such Section.

26.3 The headings of the Sections of this Security Agreement have been
inserted for reference only and do not define, limit, alter or enlarge the meaning of any
provision of this Security Agreement.

26.4 This Security Agreement shall be governed by the laws of Ontario.

27.0 COPY OF AGREEMENT AND FINANCING STATEMENT
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271 The Debtor hereby:
(a) acknowledges receiving a copy of this Security Agreement; and
(b)waives to the extent permitted by law all rights to recelve from the Secured Party a copy of any

financing statement or financing change statement filed, or any verification staternent recelved, at any
time in regpeoct of this Security Agreement.
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28.0 NNOUNCEMEN

The Debtor hereby consents to the reasonable disclosure by the Secured Party of the completion and
nature of the transactions contemplated by this Security Agreement to governmental authorities, the
Secured Party's shareholders and to any other person in connection with any financing, offering, business
combination or similar transaction proposed o be undertaken by the Secured Pary. The Debtor
acknowledges that the Secured Parly may be required, in accordance with applicable securities laws, to
publicly disclose the transactions contemplated by this Security Agreement and to flle a copy of this
Agreement on SEDAR, with such redactions to this Security Agreement as are permitied under Section
12.2(3) of National Instrument 51-102 ("NI §1-102") (subject to compliance by the Secured Party with the
remalning provisions of Section 12.2 of Ni 51-102) with the prior consultation of the Debtor.

[The remainder of this page Is intentionally blank; signature page follows]
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IN WITNESS WHEREOF the ODebtor has executed this Security
Agreement as of the _2%__day of __september |, 2015

BG FURNITURE LTD.

By: _ =7 ,
Name: Adam Hofmany /,”
Title: President [ v

BG FURNITURE LTD.

By: _ Dk Ahddn
Name: Dirk Nielsen
Title:V.P.Manufacturing

(Signature Page - General Security Agreement)
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SCHEDULE *A"

DESCRIPTION OF EQUIPMENT

Note: All equipment is located at 75 Ridout Streetl, Walkerton, ON

# Description Manufacturer | Model Serlal
1 Chop saw deck/conveyor in-house
41 | Condensate tank.
41 | 2 air storage tanks
41 | Air Compressor - 75HP Variable Disp Quincy QS 370i
118 | Fire system - electrics only
118 | Silo unloader & auger system Goliath
118 | Dust auger
13 | Various non motorized conveyors in-house
Various tooling heads (refer to listing)
80 | Explosion proof heater Norseman 150KW
104 | Air Makeup Unit, 14,000cfm Direct NG | Cambridge M120 U291380C
104 | Spray Booth, 10,000cfm, 14'x7"' Web Mech
104 | Flash off Fan & Ducting 4,000¢fm Web Mech
104 | Cleaning Room Web Mech
80 | Elec pallet cart Mobile Lift
1 Wood Grinder with 2 infeed conveyors | Vecoplan RGU42 V3333
2 | Gontinental Cabinet resaw c/w power Meber 900
feeder
{3 Plastic product bins - black (Qty - 1107)
4 | Factory carts (Qty. 130) , | Watson
5 | Plastic product bins - grey (Qty 106) ;
6 | Steam & press unit - small Antique
7 Motorized conveyor for cut to length in-house 50' long
parts 60"w
18 Small chop saw #1 KNA 1200
9 | Small chop saw #2 KNA 1201
10 | CNC Optimizing crosscut saw Cameron Quick Chop 16
11 | Gang rip, multi-adjustable Raimann. KRUSBV
12 | Roughing Planer ‘ _ Cantec
13 | Lumber lift, conveyor & sorting deck ‘in-house
13 | Lumber lift conveyor in-house
13 | Lumber lift sorting deck in-house
13 | Rip saw conveyor in-house
14 | Small chop saw #2 KNA 1201
15 | Large rip saw #2 Diehl SL50
16 | Large rip saw #1 Diehl SL52
17 | Selco EB 90 panel saw | Selco EB90
18 | Eletrical Platform Lift - 2000Ib, 50" x 50"
19 | RF Glue Press - Dimter ProfiPress |2714.37
L2500




19 | Glue wheel #1 rotary clamp set

19 | Glue conveyor/spreader ,

21 | 44" Timesaver planer/sander Timesaver 243-2KA1C | S-28705
24 | Biesse CNC router 322 Biesse Rover 322 | 92043
25 | Biesse CNC Rover 35 Biesse Rover 35

26 | Dry Power Capacitor Freebom AV5000 10017594-A1
27 1 Band saw Tannewitz G1

28 | Small chop saw Dewalt

29 | Racking (Qty. - 90) Various

30 | Moulder 6 head Weinig.

31 | HD Drill Beaver 8"

32 | Moulder 7 head _ ‘Weinig PFA17N

33 | 5 section mitre clamp -blue JLT 79X-5-M

34 | Table Frame clamp - pneumatic R375

35 | Table saw Oliver 88-D

36 | Balestrini mortiser Balestrini Micron

37 | Felder Multi Drili Felder FD921

38 [ Tenoner Balestrini = | PICO E1420BY30
39 | Tenoner #2 Balestrini | PICO

40 | Automatic double-sided cut off moulding | Balestrini MIA Plus U221 U1

& boring .

42 | 1-R 350cfm Refrigerated air dryer TMS-0380

43 | Overhead router .SCM RO

44 | Felder Shaper Felder Profil 45

45 | Leg fluter ___| Macchia - '

46 | Auto lathe #1 c/w 1000's cutter blades | Mattison 66

47 | Spindle lathe Mattison 65C , 4
48 | Rotary "Spindle/Leg" Sander - semi ‘Nash 1 50-72 461436

automatic

50 | Hanger bolt machine- borer/inserter R :

51 | Finish sander (2 wide and 1 vertical ‘Heeseman ‘MFA-6 200109261
| belt) _ classic

52 | Brandt Optimat sander shaper Brandt 0-266-02-7977

53 | Return Conveyor Ligmatech ZHR/01/R | 0-305-06-

075 0826

54 | Flexsander - horizontal

55 | Flexsander - vertical

56__| Flat edge sander - 80" opening 6"H beit

57 | edge sander - 78" opening x 5"H belt ;v

58 | Qty of 2 stroke sanders, 98" opening Schimmer

59 | Vertical Spindle Sander General -15/020

60 | Vertical Spindle Sander Progress .

60 [ Vertical Spindle Sander Progress

61 | Small drum sander #1- 2 drums | Cemco

62 | Large single drumsander Custom

ib



63 | Small drum sander #2- 2 drums ; | 554-
64 | Edge sander -59" opening x 5"H belt Doucet PMC-150
65 | Edge sander -59" opening x 5"H belt Doucet PMC-150
66 | Band saw 36" Berlin
67 | table saw -10" Delta 36-650
68 | Small chop saw v . Dewalt _
69 | 3drill presses v Craftex & 2 Mastercraft
70 | Horizontal 3 spindle drill

{71 | Metal lathe 48" Zenith L-1440
72 | Combo drill press & milling - metal ‘Complex KDM30

Machine
73 | Pipe threader Ridgid 300 7573539
74 | Mig 250 welder/fabricator Thermalarc | A10157A9060880
75 | Plasma Cutter Miller 375
76 | Idealarc 250 welder Lincoln 9993
77 | Anvil ' '
78 | Welding Table
79 | Metal chop saw - horizontal 903876
80 | Maintenance Shop Equipment f
81 | Dowel Gluer and Inserter Gannomat 252
82 | Dovetailer , 1 Omec F11CN U307277/7
83 _| Drawer glueing clamp Omec SCM1200
84 | Table/Rip saw Wadkin PU687
85 | Oakley drawer sander -12" | Oakley HL2
86 | Cut off saw and cutting rule/table ‘
87 | Hinge Drill  Blum Minipress P | JQ 00224
88 | Drill press 10" King 20189190027
89 | 2 small manual case clamps CMC 15561 & 18696
89 | 1 small manual case clamps 210 ' 16634
90 | Door SA Clamp ‘ Taylor/JLT
91 | Large double case clamp | Holz Her 11528 3397
92 | Large double case clamp Holz Her 1528 3576
94 | Edge sander #1, double sided-72" Ekamant
opening x 6"H belt

95 | Router & Stand DeWalt
96 | Gluer for dovetailer ' | Omec 1CM300

97 | 4- Power mitre saws Delta/Craftsman
97 | Small chop saw _King 8372N
98 | 2nd to 3rd floor power conveyor 24' x 33" ,
99 |5 chemical fire cabinets ‘ 25995
100 | Kremlin airless spray unit 1 ‘ B .
100 | 4 chemical pumps air operated Binks
100 | pump & guns for booth #1 - stain Binks AA/1500
100 | spray booth #1 - stain ; Kremlin
101 | pump & guns for booth #2 - stain Binks 62




101 | spray booth #2 - stain Kremlin
102 | pump & guns for booth #3 - shader Binks 62
102 | spray booth #3 - shader Kremlin
103 | pump & guns for booth #4 - sealer Kremlin
103 | spray booth #4 - sealer Devilbliss
104 | pump & guns for booth #5 - top coat Kremlin
105 | 3rd floor track & carts & 4 liits
106 | Packaging Machine Panotec Flexmode
107 | Motorized conveyor to shipping 58"x 25" x Qty. 2
108 | Bander machine & Tape Dispensers (Qty. 2)
109 | Band saw Buffalo
110 | General International edge sander General 15-010M3
111 | Stroke sanders, 100" opening x 6"W Schimmer ' ‘
belt
112 | Sewing Machine Juki LU-1114-4 | R01720
112 | Sewing Machine Juki LU-563
114 | Studio Lighting, umbrellas, tripods, various
lights
115 | Bluestreak Fabric cuiter Eastman BC11299-5
116 | Glass Cutter | Fletcher Terry
117 | Forklift Hyster H155x12
118 | Dust collection system & 2 hoppers. Lg | Dust Collector
Baghouse: PT360, Small Baghouse:
PT304, Fan 1;: MF673, Fan 2;: MF603 o
118 | Dust Collector Explosion Relief MacDonald Steel
900 | Pallet carts, work benches, small air
tools=> drills, sanders, screw guns,
staplers , ;
999 | Phone system Meridian
999 | Scissor & other lifts Blue Giant KG 1000
999 | Drill press Reuland 10589X




SCHEDULE “B”

PERMITTED LIENS
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SCHEDULE ‘C"

1. Locations of Debtor's Chief Executive Office, Corporate Office, Principal
Place of Business and Business Operations

75 Ridout Street, Box 1240
Walkerton, Ontario NOG 2V0

2, L.ocations of Books and Records relating to Collateral and Account Debtors

75 Ridout Street, Box 1240
Walkerton, Ontario NOG 2V0

8. All Warehouses and Premises Where Collateral is Stored or Located

15 Ridout Street, Box 1240
Walkerton, Ontario NOG 2V0

PEUSE 3
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This is Exhibit “E” referred to in the Affidavit of Donnacha Rahill
sworn January 10, 2017

Cozﬂs joner for Taking Affidavits (or as may be)



TORKIN MANES LLp

PERSONAL PROPERTY SECURITY ACT SEARCH SUMMARY

Details of Searches conducted on BG Furniture Ltd. are as follows:

A. PPSA SEARCH RESULTS - Currency Date: November 1, 2016

A Accounts (formerly known as “Book Debts™) 1 | Inventory O Other
CG | Consumer Goods E | Equipment MV | Motor Vehicle
Secured Party Debtor Reference File| Registration No. . | Collateral | General Collateral Description Expiry Date
No.
CNH Industrial Capital|BG Furniture Ltd. |697507524 20140627 1040|E, MV 2013 Horst 7 Inch Otherag, Serial|{Jun27/19
Canada Ltd. 1529 8606 131.A36302
2013 Caseih L735 Loaders, Serial
YCWLES5584
2013 Horst Pallet Horst Pallet Forks,
Serial NSN
2013 HLA 3800 Blade, Serial 147047
RPG Receivables | BG Furniture Ltd. 697884291 20140710 1314|L, E, A, O, Jul 10/18
Purchase Group Inc. 1531 3258 MV
Amendment: Amend 697884291 120140710 1949
Debtor Address from 75 1531 6203

Rideout Street, Box 140,
Walkerton, ON NOG 2V0
to 75 Rideout Street, Box
1240 Walkerton, ON NOG
2V0
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Secured Party Debtor Reference File | Registration No. - | Collateral | General Collateral Description Expiry Date
No.

Saugeen Economic | BG Furniture Ltd. [698259708 20140723 1319]|A,0 Includes but not limited to the|Jul 23/20

Development 1862 7063 scientific research & experimental

Corporation development program tax credit

administered by the federal

Bruce Community government and the investment tax

Futures  Development credit program as administered by the

Corporation province of Ontario

Amendment: to amend 698259708 120140926 1306 Limited to the scientific research &

the general collateral 2227 4480 experimental development program tax

description in the original credit administered by the federal

registration by removing government and the investment tax

the words “includes but credit program as administered by the

not” province of Ontario

Manorhouse Limited BG Furniture Ltd. |699347934 20140828 1637|L E, A, O | Amount Secured: $250,000.00 Aug 28/19
6083 7593

Amendment: to include CG, MV

security consumer goods

and motor vehicles

Xerox Canada Ltd. BG Furniture Ltd. [701243604 20141103 1703|E, O Nov 3/20
1462 9616

Adam Hofmann
Blue Chip Leasing| BG Furniture Ltd. |706716855 20150603 1033 |E,O Jun 3/18
Corporation 8077 3122

Dirk P. Nielson

Dirk Nielson

Adam Hofmann

891
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Secured Party Debtor Reference File | Registration No. . | Collateral - | General Collateral Description Expiry Date
No.
Amendment: Amend| Adam M Hofmann 1 — Omega Double (two head) Mitre
General Collateral amend Saw, with vertical clamps, horizontal
Debtor  from  Adam clamps and all carpentry equipment of
Michael Hofmann 247 4% every nature of kind described in lease
St Cres Hanover, ON, number 40116 (40636) between the
N4N3S9 (DOB 10 Mar secured party, as lessor, and the debtor,
1964) to Adam M as lessee, as amended from time to
Hofmann 257 4™ St Cres time, together with all attachments,
Hanover, ON, N4N3S9 accessories, substitutions and all
proceeds in any form derived directly
or indirectly from any dealing with the
collateral or proceeds thereof
Platinum Investment | BG Furniture Ltd. |709217757 (20150821 1712|CG, I, E,|Amount Secured: $287,500.00 Aug 21/17
Group Inc. 6083 5601 A, O
Second charge/mortgage on the
property located at 75 Rideout Street,
Walkerton, Ontario
Amendment: change 709217757 }20150901 1705{0
collateral classification to 6083 5849
just “Other”
Grenville Strategic | BG Furniture Ltd. |709508421 (20150901 0815(1, E, A, O, Sep 1/25
Royalty Corp. 1590 2566 MV
Adam Hofmann BG Furniture Ltd. {712901835 (20151224 1045{CG, I, E,| Amount Secured: $1,500,000.00 Dec 24/20
2350 0073 A0
Dirk Peter Nielson Accounts, equipment, documents,
agreements, goodwill, licenses,
2110785 Ontario Inc. chattels, inventory, leases, shares




-4.

Secured Party Debtor Reference File | Registration No. | Collateral - -| General Collateral Description Expiry Date
No.
Her Majesty in Right of| BG Furniture Ltd. |716991237 {20160526 0952|1,E, A, O | Amount Secured: $20,994.00 May 26/21

Ontario Represented by
the Minister of Finance

1031 3970

35594.0002/9456707_.1

061



TAB F



This is Exhibit “F” referred to in the Affidavit of Donnacha Rabhill
sworn January 10, 2017

Commg sionjr for Taking Affidavits (or as may be)
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, PARCEL REGISTER (ABBREVIATED) POR PROPERTY IDENTIFIER
&7 . - N LAND PAGE 1 OF 3
* Ontario BEaUE0111 1o recrsrzy FREPARED FOR CHSkipper
, OFFICE 43 331980287 (LT} ON 2016/11/03 AT 16:44:39
* CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CRONN GRANT +

2 LT 2-12 PL 140; DORLAND ST, SHMIELDS ST PL 140 CLOSED BY WK4779; LT 2-6, 12-13, 7-8 BLK B PL 106; PT LT 1 FL 140 AS IN R54132 & R28616; PT LT 21-22 CON
2 SDR BRANT AS IN RS5876, WK13381; PT LT $-11 BLK B PL 106; PT ST. JOSEPR ST PL 206 CLOSED BY WK4779 AS IN WK1404S EXCEPT PT 2, 3R4068, EXCEPT LT 7-8
BLK B PL 105 & EXCEPT PT 1 3R8588; S/T R23322%; £/T WK13381, WK14045 & $/T MINERAL RIGHTS CONTAINRD IN RS55876; MUNICIPALITY OF BROCKTON

ZROPERTY_REMARKS

ESTATR/CAALIFLER RECENILY:

FEE SIMPLE DIVISION FROM 33198-028S5 2011/06/30
LT CONVERSION QUALIFIED

ONNERS . NBMES CAPACITY SHBRE

BG PURNITURE LID:

CERT/
CHKD

e
¢ PRINTOUT INCLUDES DOCUMENT TYPES AN DELETED INSTRI 'S SINCE: 2011/06/30 *+

'LES ACT, EXCBFT P 11, PARAGRAPH 14, PROVINCIAL SUCCESSION DUTIES *

), BUT FOR THE IAND TITLES ACT, BE ENTITLED TO THE LAND OR ANY PART OF

IT THROUGH ION, PRESCRIPIION, MISDESCRIPTION OR POUNDARIBS SETTLED BY :

e CONVENTION.
*e ANY LEASE NEICH THE SUBSBCTIQN 70{(2) OF THE RBFISTRY ACT APPLIES.
**DATE OF QUNVERSION LAND TIYTLES: 2006/47/24 **
¥X13381 1944/12/05 | TRAMSFER *#e DPLETED AGAINST THIS PROPERTY #*v

BOGDON & GROSS PURNITURE COMPANY LIMITRD
WK14045 1948/01/13 | TRANSFER +¢+ DELETED AGAINST THIS PRUPERTY ***

BOGDON & GROSS FURNITURE COMPANY LIMITED
R28616 1962/09/19 | TRANSFER *+¢ DELETED AGAINST THIS PROPERTY ++*

BOGDON & GROSS FURNITURE COMPANY LIMITED
R28617 1962/09/19 | TRANSPER +#¢ DELETED AGAINST THIS PROPERTY we¢e

BOGDON & CROSS FURNITURE COMPANY LIMITED
R54132 1967/02/07 | TRANSFER #*% DELETED AGAINST THIS PROPERTY ##%

BOGDOXR & GROSS FURNITURE COMPANY LIMITED

NOTE: ADJOINING PROPERTIES SHOULD BE INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSISTENCIES, IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY.

KOTE: ENSURE THAT YOUR PRINTOUT STATES THE TOTAL NUMBER OF PAGES AND THAT YOU HAVE PICKED THEM ALL UP.

seoei®

&)
#
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’ 85 Ontario

ServiceOntario

LAND

REGISTRY
OFFICE #3

PARCEL REGISTER (ABBREVIATED) FOR PROPERTY IDENTIFIER

BAGE 2 OF 3

I 33198-0287 (LT) I

PREPARED FOR CWSkipper
ON 2016/11/03 AT 16:44:39

* CERTIFIED IN ACCORDANCE WITH THE LAND TEJ_'!'LES ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *

WW‘
CERT/

PARTIES FROM

3R4068

BR122

BR246

BR257

(BR21326

BR62571

BRE2572

REN

BR78161

REN

REIPRKS: SXRTCH ATTACHED.

RENARKS: BR122 [0 BR246

BR61641 2012/01/20
+ BR122.

REG. ¥UX. DATE INSTRUMENT TYPE ANOUNT
R54212 1967/02/15 | TRANSPER
R54809 1967/04/05 | TRANSFER
RS5876 1967/06/05 | TRANSFER

1987/03/10 | PLAN REFERENCE
2006/11/30 | CHARGE
2006/12/01 | CHARGE
2006/12/01 | POSTPONEMENT

2008/10/29 | cuaree

DISCH OF CHARGE

2012/02/24 | CHARGR

2012/02/24 | POSTPONEMENT

YARKS: BR231326 TG BR62571

2013/07/2% | LIEN

[(ARKS: TAX LIBN

PARTIRS TO CHEXD

et ——————————
+++ DRLETED AGAINST THIS PROPERTY #*#

+++ DELETED AGAINST THIS PROPERTY #+%+

#%* DELETED AGAINST THIS PROPERTY #**

**4 DELETED NGAINST THIS PROPERTY »*+
BOGDON & GROSS FURNITURE COMPANY LIMITED

*++ DELBTED AGAINST THIS PROPERTY ##*+
BOGDON & GROSS FURNITURE COMPANY LINITED

*«« DELETED AGRINST THIS PROPERTY **+
BOGDON, BARBARA

+¥+ DELETED AGAINST THIS PROPERTY #«°%
BOGDON & GROSS FURNITURE COMPANY LIMITED

*#+ COMPLETELY DELETED ##+
BOGDON, BARBARA

#%% QOMPLETELY DELETED **+
BOGDON & GROSS FURNITURE COMPANY LIMITED

**++ COMPLETELY DELETED ##s
2130785 ONTARIO INC.

*4+ COMPLETELY DELETED **¢

HER MAJESTY THE QUEEN IN RIGHT OF ONTARIO AS REBPRESENTED BY

THE MINISTER OF FINANCE

BOGDON & GROSS FURRITURE COMPANY LIMITED

BOGDON & GROSS FURNITURE TOMPANY LIMITED

BOGDON & GROSS FURNITURE COMPANY LIMITED

BOGDON, BARBARA

SAUGEEN ECONOMIC DEVEELOPMENT CORPORATION
BRUCE COMMUNITY FUTURES DEVELOPMENT CORPORATION

SAUGEEN RCOROMIC DEVBLOPMENT CORPORATION
BRUCE COMMUNITY FUTURES DEVELOPMENT CORPORATION

2130785 ONTARIO INC.

TCE CAPITAL CORPORATION

TCE CAPITAL CORPORATION

KOTE: ADJOINING PROPERTIES SHOULD BE INVESTIGATED TO ASCERTAIN DESCRIPTIVE INCONSISTENCIES,

IF ANY, WITH DESCRIPTION REPRESENTED FOR THIS PROPERTY.

NOTE: ENSURE THAT YOUR PRINTOUT STATES THE TOTAL NUMBER OF PAGES AND THAT YOU HAVE PICXED TEEM ALL UP.

e
(N



&} ®4ir-1o3 ScrviceOntario

LAND

PARCEL REGISTER (ABBREVIATED) FOR PROPERTY IDENTIFIER

REGISTRY
OFFICR #3

l 33198-0287 (LT)

PAGE 3 OF 3
PREPARED FOR CHSkipper
ON 2016/11/03 AT 16:44:39

* CERTIPIED IN ACCORDANCE WXITH THE LAND TITLRS ACT * SUBJECT TO RESERVATIONS IN CROWN GRANT *

e —— e
CERT/
REG. RUM. bars INSTRUMENY TYPE AMOUNT PARTIES FROM PARTIES T0 CHED
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Court No. 35-2199056
Estate No. 35-2199056

ONTARIO

SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE PROPOSAL OF
BG FURNITURE LTD.
OF THE TOWN OF WALKERTON
IN THE PROVINCE OF ONTARIO

AFFIDAVIT OF ADAM HOFMANN
(sworn December 19, 2016)

I, ADAM HOFMANN, of the Town of Hanover, in the Province of Ontario, MAKE

OATH AND SAY AS FOLLOWS:

L. I am the President and Director of BG Furniture Ltd. (“BG Furniture” or the
“Company”). As such, I have personal knowledge of the matters to which I herein depose.
Where the source of my information or belief is other than my own personal knowledge, I have

identified the source and the basis for my information and verily believe it to be true.

Relief Sought

2, This Affidavit is sworn in support of a motion for an Order:

(a) abridging the time for service of the Motion Record dated December 19, 2016
including this Affidavit;

(b) approving and adopting by reference the E-Service Protocol of the Commercial

List (the “Protocol”) such that service of court documents by email in accordance



(0)

(d)
(e)

®

(8)

(h)

with the Protocol shall be deemed valid and effective service in these
proceedings;

approving the execution by BG Furniture of a DIP Commitment Letter
substantially in the form attached as Exhibit “R” hereto (the “DIP Commitment
Letter”) between 2544311 Ontario Limited or its nominee (in either case, the
“DIP Lender”) describing the amount, priority, terms and conditions of the
proposed interim financing facility contemplated therein (the “DIP Facility”),
granting the DIP Charge (the “DIP Charge”) in the amount of $300,000 and
authorizing certain payments from advances under the DIP Facility;

approving a Sale and Investment Solicitation Process (the “SISP”);

approving the execution by BG Furniture of a Stalking Horse Investment Term

Sheet substantially in the form attached as Exhibit “T” hereto (the “Stalking

Horse Investment Term Sheet”) between the DIP Lender or its nominee (in
either case, the “Stalking Horse Bidder”) and BG Furniture for the acquisition of
new shares to be issued by BG Furniture to the Stalking Horse Bidder in
consideration of a minimum of $800,000 (the “Investment Amount”) in the
context of the BIA restructuring proposal;

approving and ratifying the Stalking Horse Investment Term Sheet and the
transaction contemplated therein;

granting the Administration Charge in the amount of $150,000 (the
“Administration Charge”);

granting the charge in favour of the directors and officers of BG Furniture in the

amount of $25,000 (the “D&O Charge”); and
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(i) extending the stay of proceedings granted upon the filing of the Notice of

Intention to File a Proposal dated December 14, 2016 (the “NOI”) to February 5,

2017).

Background

3. BG Furniture is a corporation incorporated pursuant to the laws of the Province of
Ontario. BG Furniture’s registered office is located at its production facility at 75 Ridout Street,
Walkerton, Ontario NOG 2VO0 (the “Facility”). A copy of a Corporate Profile Report dated

November 2, 2016 in respect of BG Furniture is attached hereto as Exhibit “A”.

4. BG Furniture is the successor to Bogdon & Gross Furniture Company Limited,
which filed a Notice of Intention to File a Proposal under the Bankruptcy and Insolvency Act
(Canada) (the “BIA”) on March 4, 2014. BG Furniture acquired the assets of Bogdon & Gross
Furniture Company Limited through the BIA proposal process, in consideration of, among other

things, assumption of a significant quantum of pre-filing indebtedness.

5. BG Furniture operates as a manufacturer of high-quality solid wood furniture. The
business (including its predecessors) has been in operation since 1927, and has manufactured in

the Facility since 1938.

6. Prior to October 7, 2016, BG Furniture employed approximately 40 full time
employees. Of the full time employees, approximately 31 are hourly, unionized employees, who
are members of the United Steel Workers, Local 1-500 (the “Union”).
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7. On October 7, 2016, BG Furniture ceased ordinary course operations and laid off
its employees. As noted above, BG Furniture emerged with the business following a BIA
proposal process commenced by Bogdon & Gross Fumiture Company Limited in 2014.
However, BG Furniture assumed an unsustainable amount of pre-filing indebtedness as part of
the purchase price for the assets, the cost of its lending arrangements was not affordable and it

had insufficient working capital to succeed.

8. On December 14, 2016, BG Furniture filed the NOI naming Collins Barrow
Toronto Limited as Proposal Trustee (in such capacity, the “Proposal Trustee”). A copy of the

NOI is attached hereto as Exhibit “B”.

9. Dirk Nielsen (“Nielsen”) and I are BG Furniture’s directors. I am BG Furniture’s
President, and Nielsen is BG Furniture’s Vice President. BG Furniture has no other officers or

directors.

Assets
10.  BG Furniture has the following principal assets:
(a) The Facility and the lands upon which the Facility is located (the “Lands”).
Attached hereto as Exhibit “C” are maps showing the location of the Lands and
the layout of the Facility. Information regarding the condition and value of the

Lands is set out below at paragraphs 45 through 50;



(b)

(©

(d)

Equipment, which I estimate has a gross liquidation value of approximately
$470,000 (excluding leased equipment);

Raw materials and inventory, which I estimate has a gross liquidation value of
approximately $70,000; and

Accounts receivable, in the amount of approximately $21,000.

Secured Creditors & Other Liabilities

11.

As of November 2, 2016, the following parties have made registrations against

BG Furniture under the Personal Property Security Act (Ontario) (the “PPSA”™):

(a)
(b)

(©

(d)

(€

63)

(®

(h)

®

CNH Capital Canada Ltd. (“CNH”) (Equipment, Motor Vehicle);

RPG Receivables Purchase Group Inc. (“RPG”) (Inventory, Equipment,
Accounts, Other, Motor Vehicle),

Saugeen Economic Development Corporation (“SEDC”) and Bruce Community
Futures Development Corporation (“Bruce”) (Accounts, Other);

Manorhouse Limited (Inventory, Equipment, Accounts, Other, Motor Vehicle,
Consumer Goods);

Xerox Canada Ltd. (“Xerox”) (Equipment, Other);

Blue Chip Leasing Corporation (“Blue Chip”) (Equipment, Other);

Platinum Investment Group Inc. (“Platinum”) (Other);

Grenville Strategic Royalty Corp. (“Grenville”) (Inventory, Equipment,
Accounts, Other, Motor Vehicle);

2110785 Ontario Inc. (“211”, a corporation controlled by Nielsen and me),

Nielsen and me (Inventory, Equipment, Accounts, Other, Consumer Goods), and

-5.
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1] Minister of Finance (Inventory, Equipment, Accounts, Other).
A copy of a certified PPSA Enquiry Response Certificate dated November 2, 2016 is attached

hereto as Exhibit “D”.

12.  Asof November 3, 2016, the following parties have made registrations against the
Lands:

(@) Platinum, with two registered charges in the aggregate amount of $587,500; and

(b)  SEDC and Bruce, which jointly registered a charge in the amount of $624,000.
Pursuant to an agreement between the parties, SEDC and Bruce have postponed their registration
in favour of Platinum. Attached at Exhibit “E” is a copy of the Parcel Registry dated November
3, 2016 in respect of the Lands. Further details regarding BG Furniture's indebtedness to

Platinum, SEDC and Bruce are set out at paragraph 21 below.

13.  RPG provides a factoring facility to BG Furniture (the “Factoring Facility”). No
amounts are currently owing to RPG by BG Furniture. However, pursuant to the terms of the
Factoring Facility, BG Furniture has an obligation to re-purchase from RPG any receivables
which are deemed uncollectable. As at the date hereof, I estimate the maximum liability under
the re-purchase obligation to be $20,000. This amount will continue to reduce as RPG collects
the accounts receivable it purchased under the Factoring Facility. I also note that RPG is
currently holding a holdback amount from the Factoring Facility in the amount of approximately

$10,000.

201



14.  BG Furniture is currently indebted to Saugeen and Bruce in the aggregate amount
of approximately $664,000. The joint PPSA registration in favour of Saugeen and Bruce is

limited to the proceeds of BG Furniture's scientific and research development tax credit claims.

15, BG Furniture is indebted to 2544311 Ontario Limited (i.e., the DIP Lender) in an
amount of approximately $41,255 pursuant to a Promissory Note dated September 2, 2015 (the
“Manorhouse Note”) in the principal amount of $87,814 given by BG Furniture to Manorhouse
Limited. BG Furniture's obligations under the Manorhouse Note are secured pursuant to a
General Security Agreement dated July 29, 2014 (the “Manorhouse GSA”). Pursuant to an
Assignment Agreement dated December 5, 2016 (the “Assignment Agreement”), the
Manorhouse Note was assigned to 2544311 Ontario Limited. Attached hereto as Exhibits “F”,
“G” and “H”, respectively, are copies of the Manorhouse Note, the Manorhouse GSA and the

Assignment Agreement.

16.  BG Furniture is indebted to Grenville in the aggregate minimum amount of
$1,289,689 pursuant to the following:
(a) Convertible Promissory Note dated October 30, 2015 in the principal amount of
$100,000;
(b)  Convertible Promissory Note dated November 26, 2015 in the principal amount of
$50,000;
(© Convertible Promissory Note dated December 15, 2015 in the principal amount of

$25,000;
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(d)

(®)

®

®

()

(i)

)

Convertible Promissory Note dated December 21, 2015 in the principal amount of
$105,000;

Convertible Promissory Note dated January 7, 2016 in the principal amount of
$50,000,

Convertible Promissory Note dated February 5, 2016 in the principal amount of
$70,000;

Convertible Promissory Note dated March 23, 2016 in the principal amount of
$250,000;

Convertible Promissory Note dated July 1, 2016 in the principal amount of
$45,000;

Royalty Purchase Agreement dated October 17, 2014 (the “Royalty Agreement”)
including unpaid royalties in the amount of $550,875; and

Unpaid interest amount of $43,814.44

Copies of the Convertible Promissory Notes described at subparagraphs (a) through (h) above

are attached hereto as Exhibit “I”. A copy of the Royalty Agreement is attached hereto as

Exhibit “J”.

17.

Grenville's security interest is limited to BG Furniture's personal property.

Grenville holds the following security agreements, copies of which are attached hereto as

Exhibits “K” and “L”, respectively:

(2)

(b)

Security Agreement — Equipment dated September 2, 2015; and

Security Agreement dated September 2, 2015.



18.

BG Furniture is indebted to Platinum in the aggregate amount of approximately

$622,3 12.63 pursuant to the following:

(a)

(b)

©

(d)

(e)

Letter Agreement dated March 28, 2014 between BG Furniture Ltd. and MD
Financial Corporation; and

Letter Agreement dated July 10, 2015 (revised July 27, 2015) between BG
Furniture Ltd. and MD Financial Corporation;

Renewal Agreement dated July 16, 2015 between Platinum Investment Group Inc.
and BG Furniture Ltd.;

Renewal Agreement dated July 25, 2015 between Platinum Investment Group Inc.
and BG Furniture Ltd. in the principal amount of $290,000; and

Renewal Agreement dated July 25, 2015 between Platinum Investment Group Inc.

and BG Furniture Ltd. in the principal amount of $287,500.

Copies of each of the documents described at subparagraphs (a) through (e) above are attached

as Exhibit “M”.

19.

(2)

(b)

20.

Lands:

Platinum has registered the following charges in respect of the Lands:

Charge / Mortgage of Land in the principal amount of $300,000 registered July
28, 2014 as Registration No. BR88053; and

Charge / Mortgage of Land in the principal amount of $287,500 registered August

21, 2015 as Registration No. BR99317.

Bruce and SEDC have jointly registered the following charge in respect of the



(a) Charge / Mortgage of Land in the amount of $624,000 registered July 28, 2014 as

Registration No. BR88055.

21.  Pursuant to letter agreements dated August 4, 2015, SEDC and Bruce each agreed
to postpone in favour of Platinum’s mortgages. Copies of the letter agreements dated August 4,

2015 are attached hereto as Exhibit “N”.

22.  Nielsen, 2110785 Ontario Inc. (a corporation controlled by Nielsen and me) and I
are collectively owed an aggregate amount of approximately $836,785 in respect of shareholder
loans and deferred salary. This amount is secured by a general security agreement dated April 1,

2015, a copy of which is attached hereto as Exhibit “O”.

23.  CNH, Blue Chip and Xerox are all equipment lessors. This includes the
following:
(a) CNH lease on tractor with remaining lease amount owing of approximately
$44,000 (excluding interest and taxes);
(b)  Blue Chip lease on NC Omec Chop saw with remaining lease amount owing of
approximately $15,000 (excluding interest and taxes); and
(¢)  Xerox rental of a photocopier with a monthly rental amount of approximately

$450.

24.  BG Furniture is indebted to the Canada Revenue Agency in an amount of

approximately $49,983 in respect of unremitted employee source deductions.
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25.  BG Furniture owes an aggregate amount of approximately $420,000 in unsecured

liabilities to trade creditors.

26.  BG Furniture owes an amount of approximately $250,222 in unpaid wages to its
employees. BG Furniture has reached an agreement with the Union in respect of unpaid wages

and other issues. A copy of the agreement with the Union is attached hereto as Exhibit “P”.

27.  BG Furniture has no unpaid pension contributions or accrued pension liabilities.

Purpose of Proceedings

28.  The paramount goal of BG Furniture is to preserve, maximize and realize value
for the benefit of all stakeholders. I believe that this can be best accomplished through the
resuscitation and maintenance of BG Furniture's enterprise value, which was for all intents and
purposes lost when ordinary course operations ceased and employees were laid off on October 7,
2016. The restructuring of BG Furniture to be undertaken under the BIA may involve a
refinancing, recapitalization or sale of BG Furniture’s business. BG Furniture will explore all

options to maximize value for stakeholders.

29.  BG Furniture currently has approximately $470,000 in back orders. Fulfilling
these orders is expected to generate positive cash flow for the Company. Unless BG Furniture

immediately re-commences operations it will lose these orders.

-11 -
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Cash Flow Forecast

30. BG Furniture has worked with the Proposal Trustee to prepare a cash flow
statement and report in accordance with the BIA (the “Cash Flow Forecast”). Attached hereto
as Exhibit “Q” is a copy of the Cash Flow Forecast. Based on my knowledge of the financial
position of BG Furniture and the assumptions set out in the Cash Flow Forecast, I believe that

the Cash Flow Forecast is fair and reasonable.

31. In order to implement the restructuring plan, to provide BG Furniture with
working capital and to fund BG Furniture’s payroll (including unpaid payroll), BG Furniture
identified a prospective financier and business partner and worked with that party toward the DIP

Commitment Letter provided by the DIP Lender.

The DIP Facility
32.  The DIP Lender is a corporation incorporated pursuant to the laws of the Province
of Ontario. The DIP Lender is controlled by Jianjung Rong, with whom BG Furniture has

previously done business through his other ventures.

33, The DIP Lender has agreed to provide the DIP Facility to BG Furniture up to the
maximum aggregate amount of $300,000, subject to BG Furniture obtaining an Order in this
proceeding on the terms requested, granting the DIP Charge over all of the property, assets and
undertaking of BG Furniture including the Lands (collectively, the “Property”), in priority to all

creditors, and certain other conditions.

-12-
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34.

The proposed DIP Charge would rank second in priority to the proposed

Administration Charge. A copy of the DIP Commitment Letter is attached hereto and marked as

Exhibit “R”.

35.

I believe that the proposed DIP Facility requested by BG Furniture should be

approved because:

(@

(b)

(©)

(d

O

®

The DIP Facility is necessary to fund payroll and recall and keep approximately
34 employees;

The DIP Facility will enable BG Fumiture to complete approximately $470,000 in
back orders, generating positive cash flow over the course of these proceedings;
The DIP Facility would enhance the prospects of BG Furniture making a viable
proposal to its creditors by providing sufficient working capital to implement a
restructuring;

I believe the granting of the DIP Facility and the DIP Charge would not adversely
affect creditor recoveries, and would instead provide the opportunity to enhance
such recoveries;

I do not believe any creditor would be materially prejudiced by the approval of
the DIP Facility and the granting of the DIP Charge; and

the Proposal Trustee supports the DIP Facility and the granting of the DIP

Charge.
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SISP

36.  BG Furniture seeks an Order authorizing implementation of the SISP described at
Exhibit “S” hereto. Pursuant to the proposed SISP, with the assistance of the Proposal Trustee,
BG Furniture will solicit offers for equity investments as well as offers to purchase some or all of
the Property. I believe that the immediate commencement of the proposed SISP will reduce
costs, streamline BG Furniture's restructuring proceedings and maximize recoveries for all of its

creditors.

37. The proposed SISP contemplates a marketing and solicitation period of
approximately 7 weeks, taking into account the upcoming holiday season, With the assistance of
the Proposal Trustee, the process will involve é combination of targeted (e.g., to other industry
participants) and broad (e.g., newspaper advertisements), and will be supported by the creation
of a "data room" housing all of BG Furmiture's confidential and commercially sensitive
information and records. Management will also be available to assist with Facility tours and to

respond to any specific inquiries.

38.  The proposed SISP has been reviewed by the Proposal Trustee and the DIP

Lender, and both support its approval and immediate implementation.

Stalking Horse Bid
39.  In conjunction with the SISP, BG Furniture is also seeking approval of the

Stalking Horse Investment Term Sheet between the Company and the Stalking Horse Bidder,
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which will serve as a "baseline" for any third-party bids submitted through the SISP. A copy of

the Stalking Horse Investment Term Sheet is attached hereto as Exhibit “T”.

40. 1 believe that approval of the Stalking Horse Investment Term Sheet will provide
stability to the business as it will assist in reassuring customers, employees, suppliers and other

business partners and stakeholders that the business will continue as a going concern.

41.  The Stalking Horse Investment Term Sheet provides for the Investment Amount
of a minimum of $800,000 to be invested in BG Furniture and distributed to its creditors. The
Stalking Horse Bidder is permitted to increase the Investment Amount at any time during the bid
deadline prescribed in the proposed SISP. For reasons that include those described at paragraphs
45 through 50 below, I believe that the Investment Amount set out in the Stalking Horse
Investment Term Sheet provides for substantially more recovery for each creditor group than

they would realize through a liquidation.

42.  The equity investment contemplated in the Stalking Horse Investment Term Sheet
is subject to certain conditions including, without limitation, creditor approval of the BIA
proposal to be submitted to BG Furniture's creditors (the “BIA Proposal™), and an Order of the
Court sanctioning the BIA Proposal and approving the restructuring contemplated in the Stalking

Horse Investment Term Sheet (the “Approval & Sanction Order”).

43,  Pursuant to the Stalking Horse Investment Term Sheet, the Investment Amount

will be used for the following purposes:

-15-
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(a) repayment of any outstanding amounts secured by the Administration Charge
(estimated to be $0 on the proposed closing date);

(b)  repayment of the amounts secured by the DIP Charge (estimated to be in an
amount of $250,000 on the proposed closing date); and

(©) funding the BIA Proposal by the Corporation to its secured, preferred and

unsecured creditors.

44,  The Stalking Horse Investment Term Sheet provides that in the event that the
Stalking Horse Bidder's offer is accepted by BG Furniture but the creditors do not approve the
BIA Proposal (such that BG Furniture is automatically deemed bankrupt), the Stalking Horse
Bidder will have an option to purchase all of the Property (other than Excluded Assets, as may be
designated by the Stalking Horse Bidder) (collectively, the “Purchased Assets”), exercisable
within 5 business days of the vote against the BIA Proposal, in consideration of payment of the

Investment Amount and subject to Court approval pursuant to an Approval & Vesting Order.

45.  1believe that the Investment Amount prescribed in the Stalking Horse Investment
Term Sheet and the anticipated terms of the BIA Proposal will provide significantly better
recoveries for each creditor class than would be realized in a liquidation. Resuscitation and
maintenance of BG's Furniture's enterprise value is critical to maximization of creditor
realization., Furthermore, the nature and condition of the Lands and the Facility would pose

significant challenges to uses other than manufacturing wood furniture.
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46.  Pursuant to an Appraisal Report dated July 23, 2015 (the “Appraisal Report™)
the Lands were appraised at a market value of $825,000. A copy of the Appraisal Report is
attached hereto as Exhibit “U”. However, I believe that the estimated market value vastly
overstates the gross proceeds that would be realized in a liquidation or other enforcement
process, as it was made based on assumptions which would be inapplicable in those
circumstances. Specifically, the appraisal was made based on continued owner-occupation and
contribution of a rental equivalency by the business, and assumed "highest and best use", and 8
to 10 month marketing process, and a transaction "...between a willing buyer and a willing seller
in an arm's length transaction, after proper marketing and where the parties had each acted

knowledgeably, prudently, and without compulsion."

47. A Phase I survey of the Lands completed in April 2014 (the “Phase I Survey”)
identified a low-to-moderate risk of environmental impact. I note that the Lands have been
subject to almost 120 years of continuous light industry on site. A copy of the i’hase I Survey is
attached hereto as Exhibit “V”. The Appraisal Report did not incorporate any soil or other

environmental testing, Any change of use of the Lands may require environmental remediation.

48. I note that the 75,000 square foot main building at the Facility is heated with a
wood-burning boiler that is fed with production remnants. This would be highly impractical for
almost any other use of the building and would necessitate an extensive and expensive retrofit of

the building.
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49.  As set out in the Appraisal Report, real property sales in the Walkerton area are

generally weak, with supply significantly outstripping demand.

50.  Unless the DIP Commitment Letter, SISP and Stalking Horse Investment Term
Sheet are approved and implemented, I do not believe that BG Furniture will be able to:

(a) re-commence operations and re-capture any going-concern value;

(b) complete the significant back orders; or

(c) retain key employees.
Consequently, absent these BIA proceedings and the Order sought on this motion, I believe that
it would be very unlikely that any party would ascribe any enterprise value whatsoever to the
Property, and would in fact significantly discount its value due to the factors described at

paragraphs 45 through 49 above.

Administration Charge

51.  BG Furniture is requesting that the Court grant the Administration Charge in
favour of BG Furniture’s counsel and in favour of the Proposal Trustee and its counsel to secure
the payment of fees and expenses incurred in connection with these proceedings. BG Furniture
seeks an Administration Charge in the amount of $150,000 to secure payment of the fees and

expenses of BG Furniture’s counsel, and the Proposal Trustee and its counsel.

52.  As noted above with respect to the DIP Facility, I do not believe that any creditor

would be materially prejudiced by the granting of the Administration Charge. I also note that BG
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Furniture’s restructuring plan would be impossible to implement without the assistance of BG

Furniture’s legal counsel, the Proposal Trustee and its legal counsel.

53.  The Cash Flow Forecast and the DIP Facility both contemplate payment of
professional fees on a bi-weekly basis through the duration of the BIA proceedings. As such, I
anticipate that at the conclusion of the proceedings there will not be any amounts payable under

the Administration Charge.

D&O Charge
54,  BG Fumniture is requesting that the Court grant the D&O Charge in favour of the

directors and officers of BG Furniture (i.e., Nielsen and me) in the amount of $25,000.

Extension of Time for Proposal

55.  The NOI was filed on December 14, 2016, and as such the 30 day initial stay of

proceedings under the BIA will expire on January 12, 2017. The SISP contemplates completion

in March 2017. Consequently, BG Furniture seeks an Order extending the stay of proceedings by

45 days from the date upon which this motion is scheduled to be heard, to February 5, 2017.

56.  Approval of the extension request will reduce procedural costs over the course of
the BIA proceedings, by eliminating the need to prepare and attend two separate extension
motions in order to complete the SISP on the anticipated schedule. It will also assist in reassuring
stakeholders that both the BIA process and business operations will continue beyond the next 4

weeks.
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57,  Ibelieve that having this motion heard in the Commercial List in Toronto is in the
interest of justice, particularly having regard to the subject matter of the proceeding. In addition,
many of the parties including the Proposal Trustee, the DIP Lender and other creditors are in
Toronto. Counsel to BG Furniture, the Proposal Trustee, and a number of creditors are also

located in Toronto.

58. 1 swear this affidavit in support of BG Furniture’s motion for the relief requested,

and for no other or improper purpose.

SWORN before me at the Town of Walkerton,
in the Province of Ontario, this ./ th day of

ADAW\WM

Scolt Stewart Thibaudeay, 8 Commisstoner, et
Province of Ontario, for Mid Ontario Paralagal
Service, and for work done within

your permitied scops of practice .

#s a licensed paralepal in Oplari,

[ Lo, -

-20-

15



IN THE MATTER OF THE PROPOSAL OF BG FURNITURE LTD.
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ONTARIO
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Barristers & Solicitors

151 Yonge Street, Suite 1500
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Tel: 416-863-1188
Fax: 416-863-0305
www.torkinmanes.com

Jeffrey J. Simpson
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An internaticnal
meamber of

£y

TorkinManes

Barristers & Solicitors

AllyLaw

January 10, 2017

PERSONAL AND CONFIDENTIAL
VIA COURIER AND VIA REGISTERED MAIL

BG Furniture Ltd.
75 Ridout Street
Walkerton, ON NOG 2V0

Attention: Adam M. Hofmann and Dirk P. Nielsen
Directors of BG Furniture Ltd.

Re: Grenville Strategic Royalty Corp. loans to BG Furniture Ltd. (“BG Furniture”)

We are counsel to Grenville Strategic Royalty Corp. (“Grenville) to whom BG Furniture is indebted
pursuant to a Royalty Purchase Agreement it entered into with Grenville, as well as certain promissory
notes issued by BG Fumniture to and in favour of Grenville. We write to you with respect to your
indebtedness to Grenville as set out below (the “Indebtedness™).

Grenville has determined, as a result of the company’s recent financial issues, that it no longer wishes to
continue the lending relationship and has chosen to exercise its right to require repayment of the
outstanding balance, advanced pursuant to the existing credit facilities.

Grenville hereby demands repayment in full of all Indebtedness (as defined below) owed to it.

The particulars of the Indebtedness as of January 9, 2017 are as follows:

Royalty Investment $ 1,500,000.00
Promissory Notes $ 695,000.00
Outstanding Royalty $ 586,187.50

$ 43,814.44

Interest Payable

Total Indebtedness: $2,825,001.94

This amount does not include legal fees incurred and to be incurred.

Grenville holds a general security agreement, pursuant to which, BG Furniture pledged all of its assets in
favour of Grenville as security for all Indebtedness owed to Grenville. Grenville’s security interest has
been registered under the Personal Property Security Act (Ontario) as registration no20150901 0815 1590
2566, file reference no. 709508421.
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On behalf of Grenville, we hereby declare that the Indebtedness is now immediately due and payable,
including any part thereof which is not by its terms, payable until demand is made.

Please be advised that unless payment or arrangements satisfactory to Grenville for payment of the
Indebtedness are made immediately, Grenville will take such further steps as it deems necessary to

recover the Indebtedness.

We are enclosing with this letter a Notice of Intention to Enforce Security (“NITES”) in accordance with
the provisions of Section 244(1) of the Bankruptcy and Insolvency Act. Please note the Bankruptcy and
Insolvency Act provides that a debtor can waive the statutory 10 day period by consenting to a waiver in
writing. We have enclosed a waiver of the 10 day period for your consideration and, if you so elect, you

can execute same and return it to our office.

We expressly reserve Grenville’s right to proceed without further notice to you with the enforcement of
its right at any time if Grenville becomes aware of any circumstances which might impair its position.

If you have any questions concerning the demand and or NITES we ask that you have your legal counsel

contact the writer.
Govern yourself accordingly.

Yours truly,

DRKIN MANES Lrp

frey J. Simpson
JIS/sj

Enclosure

35594.0002/9453582_.1



NOTICE OF INTENTION TO ENFORCE SECURITY
UNDER SECTION 244 (1) OF THE BANKRUPTCY AND INSOLVENCY ACT

(Statutory Form 115, SOR/92-579, 5. 40)

BG Furniture Ltd.
75 Ridout Street
Walkerton, ONNOG 2V0

TAKE NOTICE THAT:

1.

Grenville Strategic Royalty Corp., a secured creditor, intends to enforce its security on
BG Furniture Ltd.’s property described below:

All property, undertaking and assets, including all equipment,

fixtures, improvements, inventory, accounts receivable, customer

lists, goodwill and other intangible property.
The security that is to be enforced is in the form of a General Security Agreement which

was granted to Grenville Strategic Royalty Corp. and registered under the Personal
Property Security Act (Ontario) as registration no. 20150901 0815 1590 2566, file

reference no. 709508421.
The total amount of indebtedness is $2,825,001.94 as of January 9, 2017.

The secured creditor will not have the right to enforce the security until after the expiry of
the 10-day period following the sending of this notice, unless the insolvent person
consents to an earlier enforcement.

Dated at Toronto, this \ day of January, 2017.

GRENVILLE STRATEGIC ROYALTY CORP.
By its Solicitors
TORKIN MANES LLp

Per:

Je({?& J. Simpson
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ACKNOWLEDGEMENT & CONSENT TO WAIVER
OF STATUTORY 10-DAY PERIOD

TO: GRENVILLE STRATEGIC ROYALTY CORP.

RE: BG FURNITURE LTD.

We, BG Fumiture Ltd. (the “Borrower”), hereby acknowledge receipt of a letter of demand,
dated January 10, 2017, from Grenville Strategic Royalty Corp. for payment of the sum of
$2,825,001.94 plus legal and enforcement fees incurred and to be incurred plus interest accruing
on a per diem basis (the “Demand”) and in addition acknowledge receipt of Notice of Intention
to Enforce Security under Section 244(1) of the Bankruptcy and Insolvency Act, dated January

10, 2017 (the “BIA Notice”).

We hereby consent to the immediate enforcement by the Bank of its rights as a secured creditor
and hereby waive the ten-day notice period provided for in the BIA Notice.

DATED THIS DAY OF , 2017, this Acknowledgment has
been executed, sealed and delivered by the parties hereto.

BG FURNITURE LTD.
Per:

Name:

Title:

1/We have the authority to bind the corporation

35594.0002/9455306_.1
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Court File No.
Court No. 35-2199056
Estate No. 35-2199056
ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE PROPOSAL OF
BG FURNITURE LTD.
OF THE TOWN OF WALKERTON, IN THE PROVINCE OF ONTARIO

APPLICATION UNDER Subsections 47.1(1) and 243(1) of the Bankruptcy and Insolvency Act,
R.S.C. 1985, c. B-3, and Section 101 of the Courts of Justice Act, R.S.0. 1990, ¢. C.43.

CONSENT TO ACT AS RECEIVER

A. FARBER & PARTNERS INC. hereby consents to act as the court-appointed receiver
of the Respondent for the purposes and with the powers set out in an order substantially in the
form of the order enclosed with the Application Record of Grenville Strategic Royalty Corp.
dated January 9, 2017.

DATED this 9" day of January, 2017.

A. FARBER & PARTNERS INC.
By:

Name: Hylton Levy, CA, CIRP, LIT, Partner
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Court File No. 35-2199056

ONTARIO
SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE PROPOSAL OF
BG FURNITURE LTD.
OF THE TOWN OF WALKERTON
IN THE PROVINCE OF ONTARIO

THE HONOURABLE ) THURSDAY, THE 12TH
)
JUSTICE ) DAY OF JANUARY, 2017
ORDER
(Appointing Receiver)

THIS MOTION made by Grenville Strategic Royalty Corp. 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”)
and section 101 of the Courts of Justice Act, R.S.0. 1990, c. C.43, as amended (the “CJA”)
appointing A. Farber & Partners Inc. as receiver (in such capacities, the “Receiver” or “Farber”)
without security, of all of the assets, undertakings and properties of BG Furniture Ltd. (the
“Debtor”) acquired for, or used in relation to a business carried on by the Debtor, was heard this

day at 330 University Avenue, 7th Floor, Toronto, Ontario.

ON READING the Affidavit of Donnacha Rahill sworn January 10, 2017 and the Exhibits
thereto and on hearing the submissions of counsel for Grenville Strategic Royalty Corp., counsel
for the Debtor, counsel for Platinum Investment Group Inc. (“Platinum”) and counsel for the

Proposal Trustee and on reading the Consent of Farber to act as the Receiver,

O



SERVICE

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

dispenses with further service thereof.

APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 243(1) of the BIA and section 101 of the
CJA, Farber is hereby appointed Receiver, without security, of all of the assets, undertakings and
properties of the Debtor acquired for, or used in relation to a business carried on by the Debtor,

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;

(b) to receive, preserve, and protect the Property, or any part or parts thereof,
including, but not limited to, the changing of locks and security codes, the
relocating of 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;

[N
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to enter into any agreements, incur any obligations, cease to carry on all or any part

of the business, or cease to perform any contracts of the Debtor;

to engage auctioneers, 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 continue the business of the Debtor or any part or parts thereof;

to receive and collect all monies and accounts now owed or hereafter owing to the
Debtor and to exercise all remedies of the Debtor in collecting such monies,

including, without limitation, to enforce any security held by the Debtor;

to settle, extend or compromise any indebtedness owing to the Debtor;

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 Debtor, 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 instituted with respect to the
Debtor, the Property or the Receiver, and to settle or compromise any such

proceedings. The authority hereby conveyed shall extend to such appeals or
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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 advertising and soliciting offers in
respect of the Property, including by way of an on-site or off-site auction of 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:

(1) without the approval of the Court in respect of any on or off-site auction(s)
of the equipment, inventory and raw materials, including office furniture

and equipment or any other personal property of the Debtor,

(i1) without the approval of this Court in respect of any transaction not
exceeding $50,000, provided that the aggregate consideration for all such

transactions does not exceed $250,000; and

(iii)  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.

~D
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to apply for any vesting order or other orders necessary to convey the Property or
any part or parts thereof to a Purchaser or Purchasers thereof, free and clear of any

liens or encumbrances affecting such Property;

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

the Receiver deems advisable;

to register a copy of this Order and any other Orders in respect of the Property

against title to any of the Property;

to 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 Debtor;

to act as, or to enter into agreements with any Trustee in bankruptcy appointed in
respect of the Debtor, including, without limiting the generality of the foregoing,
the ability to enter into occupation agreements for any property owned or leased by

the Debtor;

to exercise any shareholder, partnership, joint venture or other rights which the

Debtor may have; and

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

performance of any statutory obligations.

2
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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 Debtor, and without interference from any other Person.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

4, THIS COURT ORDERS that (i) the Debtor, (ii) all of its 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.

5. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the
existence of any books, documents, securities, contracts, orders, corporate and accounting records,
and any other papers, records and information of any kind related to the business or affairs of the
Debtor, and any computer programs, computer tapes, computer disks, or other data storage media
containing any such information (the foregoing, collectively, the “Records”) in that Person’s
possession or control, and shall provide to the Receiver or permit the Receiver to make, retain and
take away copies thereof and grant to the Receiver unfettered access to and use of accounting,
computer, software and physical facilities relating thereto, provided however that nothing in this
paragraph 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

(AN
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attaching to solicitor-client communication or due to statutory provisions prohibiting such

disclosure.

6. THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of 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 instructions on the use of any computer or other system and providing
the Receiver with any and all access codes, account names and account numbers that may be

required to gain access to the information.

NO PROCEEDINGS AGAINST THE RECEIVER

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

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

PN
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NO PROCEEDINGS AGAINST THE DEBTOR OR THE PROPERTY

8. THIS COURT ORDERS nothing in this Order, or, specifically, paragraphs 10 and 11
below, shall stay or restrict the rights of Platinum to issue a Notice of Sale in respect of the real

property over which it holds mortgage security, or otherwise enforce same.

NO EXERCISE OF RIGHTS OR REMEDIES

9. THIS COURT ORDERS that all rights and remedies against the Debtor, 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 Debtor to carry on any business which the
Debtor is not lawfully entitled to carry on, (ii) exempt the Receiver or the Debtor from compliance
with statutory or regulatory provisions relating to health, safety or the environment, (ii1) prevent
the filing of any registration to preserve or perfect a security interest, or (iv) prevent the

registration of a claim for lien.

10.  THIS COURT ORDERS that subject to paragraph 10 above no Proceeding against or in
respect of the Debtor 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 currently under
way against or in respect of the Debtor or the Property are hereby stayed and suspended pending

further Order of this Court.

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



9.

or permit in favour of or held by the Debtor, without written consent of the Receiver or leave of

this Court.

CONTINUATION OF SERVICES

12.  THIS COURT ORDERS that all Persons having oral or written agreements with the
Debtor or statutory or regulatory mandates for the supply of goods and/or services, including
without limitation, all computer software, communication and other data services, centralized
banking services, payroll services, insurance, transportation services, utility or other services to
the Debtor are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Receiver, and that the Receiver shall be entitled to the continued use of the Debtor’s current
telephone numbers, facsimile numbers, internet addresses and domain names, provided in each
case that the normal prices or charges for all such goods or services received after the date of this
Order are paid by the Receiver in accordance with normal payment practices of the Debtor 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 after the making of this Order from any
source whatsoever, including without limitation the sale of all or any of the Property and the
collection of any accounts receivable in whole or in part, whether in existence on the date of this
Order or hereafter coming into existence, shall be deposited into one or more new accounts to be
opened by the Receiver (the “Post Receivership Accounts”) and the monies standing to the credit

of such Post Receivership Accounts from time to time, net of any disbursements provided for

31
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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 Debtor shall remain the employees of
the Debtor until such time as the Receiver, on the Debtor’s 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 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 purchasers or bidders for the Property and to
their advisors, but only to the extent desirable or required to negotiate and attempt to complete one
or more sales of the Property (each, a “Sale”). Each prospective Purchaser or bidder to whom such
personal information is disclosed shall maintain and protect the privacy of such information and
limit the use of such information to its evaluation of the Sale, and if it does not complete a Sale,
shall return all such information to the Receiver, or in the alternative destroy all such information.
The Purchaser of any Property shall be entitled to continue to use the personal information
provided to it, and related to the Property purchased, in a manner which is in all material respects
identical to the prior use of such information by the Debtor, and shall return all other personal

information to the Receiver, or ensure that all other personal information is destroyed.

RN
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LIMITATION ON ENVIRONMENTAL LIABILITIES

16.  THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or collectively,
“Possession”) of any of the Property that might be environmentally contaminated, might be a
pollutant or a contaminant, or might cause or contribute to a spill, discharge, release or deposit of a
substance contrary to any federal, provincial or other law respecting the protection, conservation,
enhancement, remediation or rehabilitation of the environment or relating to the disposal of waste
or other contamination including, without limitation, the Canadian Environmental Protection Act,
the Ontario Environmental Protection Act, the Ontario Water Resources Act, or the Ontario
Occupational Health and Safety Act and regulations thereunder (the “Environmental
Legislation™), provided however that nothing herein shall exempt the Receiver from any duty to
report or make disclosure imposed by applicable Environmental Legislation. The Receiver shall
not, as a result of this Order or anything done in pursuance of the Receiver’s duties and powers
under this Order, be deemed to be in Possession of any of the Property within the meaning of any

Environmental Legislation, unless it is actually in possession.

LIMITATION ON THE RECEIVER’S LIABILITY

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 of its obligations under sections 81.4(5)
or 81.6(3) of the BIA or under the Wage Earner Protection Program Act. Nothing in this Order
shall derogate from the protections afforded the Receiver by section 14.06 of the BIA or by any

other applicable legislation.

"
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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 the Receiver’s Charge shall form a charge on the
Property in priority to all security interests, trusts, liens, charges and encumbrances, statutory or
otherwise, in favour of any Person, but subject to sections 14.06(7), 81.4(4), and 81.6(2) of the
BIA, save and except for the mortgage security held by Platinum, which shall not in any way be

“primed” or subsequent in priority to the Receiver’s Charge.

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

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

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.

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

N
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consider necessary or desirable, provided that the outstanding principal amount does not exceed
$100,000 (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 such 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 priority 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 save and except for the mortgage security
held by Platinum which shall not in any way be “primed” or subsequent in priority to the

Receiver’s Borrowing Charge.

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” hereto (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 pari passu basis, unless otherwise agreed to

by the holders of any prior issued Receiver’s Certificates.
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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 athttp://www.ontariocourts.ca/scj/practice/practice-directions/toronto/e

-service-protocol/) shall be valid and effective service. Subject to Rule 17.05 this Order shall

constitute an order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure.
Subject to Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service
of documents in accordance with the Protocol will be effective on transmission. This Court further
orders that a Case Website shall be established in accordance with the Protocol with the following

URL ‘<@>’.

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, any notices or other correspondence, by forwarding true
copies thereof by prepaid ordinary mail, courier, personal delivery or facsimile transmission to the
Debtor's creditors or other interested parties at their respective addresses as last shown on the
records of the Debtor and that any such service or distribution by courier, personal delivery or
facsimile transmission shall be deemed to be received on the next business day following the date

of forwarding thereof, or if sent by ordinary mail, on the third business day after mailing.
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GENERAL

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 Order shall prevent the Receiver from acting

as a Trustee in bankruptcy of the Debtor.

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

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

Canada.

31.  THIS COURT ORDERS that the Plaintiff shall have its costs of this motion, up to and
including entry and service of this Order, provided for by the terms of the Plaintiff’s security or, if
not so provided by the Plaintiff’s security, then on a substantial indemnity basis to be paid by the

Receiver from the Debtor’s estate with such priority and at such time as this Court may determine.

737
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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.
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SCHEDULE “A”
RECEIVER CERTIFICATE

CERTIFICATE NO.

AMOUNT $

1. THIS IS TO CERTIFY that A. Farber & Partners Inc., the receiver (the “Receiver”) of the
assets, undertakings and properties BG Furniture Ltd. acquired for, or used in relation to a business
carried on by the Debtor, including all proceeds thereof (collectively, the “Property”) appointed by
Order of the Ontario Superior Court of Justice (Commercial List) (the “Court”) dated the 12" day
of January, 2017 (the “Order”) made in an action having Court file number Court File No.
35-2199056, 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 the 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.
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1. All sums payable in respect of principal and interest under this certificate are payable at the
main office of the Lender at Toronto, Ontario.

2. Until all liability in respect of this certificate has been terminated, no certificates creating

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

of this certificate.

3. 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.

4. 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 January, 2017.

A. Farber & Partners Inc., solely in its capacity as
Receiver and not in its personal capacity

Per:

Name:
Title:
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