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IN THE SUPREME COURT OF BRITISH COLUMBIA

IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL BY

ECOATION INNOVATIVE SOLUTIONS INC.

PETITIONERS
AFFIDAVIT
I, Saber Miresmailli, businessperson, of 1209 Haywood Ave, West Vancouver, British Columbia,
AFFIRM THAT:
1. [ am the Chief Executive Officer of Ecoation Innovative Solutions Inc. (“Ecoation”), the

petitioner in these proceedings. I am a co-founder of Ecoation and am responsible for
overseeing the day-to-day operations of the company, its liquidity management, and,
ultimately, for assisting in its restructuring. I am familiar with the business and have relied
upon the various books and records of Ecoation in preparing this affidavit. As such, [ have
personal knowledge of the matters deposed to herein. Where I have relied on other sources
of information, I have so stated and I believe them to be true. In preparing this affidavit, |
have also consulted with Ecoation’s co-founder and Chief Technology Officer, Maryam

Antikchi, as well as the financial and legal advisors to Ecoation.

On April 8, 2025, Ecoation filed a notice of intention (“NOI”) to make a proposal under
Section 50.4 of the Bankruptcy and Insolvency Act, RSC 1985, ¢ B-3 (“BIA”) with the
Office of Superintendent of Bankruptcy, commencing these proceedings (the “NOI
Proceedings”). KPMG Inc. was appointed to act as the Proposal Trustee. True copies of

the NOI filing materials are attached hereto as Exhibit A.
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This affidavit is made in support of an application by Ecoation for an order (the “Inmitial

Order”) under the B/A4:

(5]

(@) granting a first priority charge in the maximum amount of $150,000 on the property,
assets and undertakings of Ecoation, to rank ahead of all other charges, claims and
encumbrances (the “Administration Charge”) in favour of the Proposal Trustee,
McCarthy Tetrault LLP as counsel to the Proposal Trustee, and Osler, Hoskin &

Harcourt LLP as counsel to Ecoation;

(b)  approving an interim lending term sheet for debtor-in-possession financing (the
“DIP Term Sheet”) to be entered into between Ecoation and 1001199137 Ontario
Limited (the “DIP Lender”); and

(c) granting a charge in the maximum principal amount of $1,000,000 (the “DIP
Lender’s Charge”) on the assets, undertakings and properties of Ecoation in
favour of the DIP Lender, ranking ahead of all other charges other than the

Administration Charge.

4. References to currency in this affidavit are to Canadian dollars unless otherwise specified.

A. Background

5 Ecoation is an industry-leading technology platform for greenhouse growers. Through the
real-time collection of data, Ecoation’s customers can assess risk and make informed
decisions about their crops, supported by the findings of Ecoation’s expert agri-analysis
team. Ecoation’s platform services include integrated pest management (IPM), yield
assessment and harvest planning, crop quality check, remote consultation, 3D climate, task

management, and remote viewing of crops.
6. Ecoation sells both direct to customers and through its sales channel partners.

7. Ecoation had approximately 17 employees and 9 independent contractors at the time of
filing these NOI Proceedings. Its headcount has since been reduced to 10 employees and 8

independent contractors.
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Ecoation’s offices are in West Vancouver, British Columbia (the “BC Office”), and
Kingsville, Ontario (the “Ontario Office”). Ecoation has customers in Canada, the United

States, Mexico, Europe, and Morocco.

B. Company finances

i

Il

10.

iil.

11.

Secured creditors

Ecoation has no material secured creditors. Ecoation is subject to a general security
agreement with the Royal Bank of Canada (“RBC”), registered in the British Columbia
Personal Property Registry as 440418L. This registration secures the balance of Ecoation’s
RBC credit cards. The current outstanding balance on Ecoation’s RBC credit cards is

approximately $30,394.

Unsecured creditors

Ecoation has the following material unsecured creditors:

(a) Unsecured loan: on March 31, 2021, Ecoation entered into a Repayable
Contribution Agreement (the “AAF Loan™) with His Majesty the King in Right of
Canada, as represented by the Minister of Agriculture and Agri-Food (the “AAF”).
The AAF Loan is interest-free and is repayable in monthly installments. The current

outstanding balance under the AAF Loan is approximately $3.3 million.

(b)  Accounts payable: Ecoation has approximately $27,714 in outstanding accounts

payable to various service vendors.

Government grants

Ecoation has received funding from several government grants. Ecoation’s material

government grants are:

() a $100,000 grant from His Majesty the King in Right of Canada as represented by
the Minister responsible for Western Economic Diversification Canada, entered on

March 19, 2019;
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(b) a $6,417,804.05 grant from the Canada Foundation for Sustainable Development
Technology, entered on April 26, 2019 (including $200,000 from the BC

Innovative Clean Energy Fund);

(c)  a$49,000 grant from the National Research Council Canada as represented by its
Industrial Research Assistance Program (the “NRCC-IRAP”), entered on July 5,
2021;

(d) a $627,898 grant from the Canadian Agri-Food Automation and Intelligence
Network, entered on May 1, 2022;

(e) a $25,000 grant from the NRCC-IRAP, entered on June 12, 2023;
® a $47,780 grant from the NRCC-IRAP, entered on January 3, 2024; and
(2)  a$16,000 grant from the NRCC-IRAP, entered on November 5, 2024.

iv.  Share structure

12. The authorized capital of Ecoation consists of: (i) an unlimited number of Common Shares;
(ii) an unlimited number of Class Seed 1 Preferred Shares, issuable in series, of which an
unlimited number are designated as Series 1 Seed 1 Preferred Shares and an unlimited
number are designated as Series 2 Seed 1 Preferred Shares; and (iii) an unlimited number
of Class Seed 2 Preferred Shares, issuable in series, of which an unlimited number are
designated as Series 1 Seed 2 Preferred Shares and an unlimited number are designated as

Series 2 Seed 2 Preferred Shares.

13.  Of such authorized capital: (i) 1,472,424 Common Shares; (ii) 173,284 Series 1 Seed 1
Preferred Shares; (iii) 175,594 Series 2 Seed 1 Preferred Shares; (iv) 60,118 Series 1 Seed
2 Preferred Shares; and (v) 114,798 Series 2 Seed 2 Preferred Shares, are issued and

outstanding in the name of Ecoation’s founders, certain personnel, and certain investors.

14.  Ecoation has issued simple agreements for future equity to certain investors for the
aggregate purchase amount of $13,500,000 (the “SAFEs”). The SAFEs provide such

investors with the right to certain shares in the capital of Ecoation, or certain payments,
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upon the occurrence of prescribed events. In these circumstances, the SAFEs are

contractually junior to the payment of outstanding indebtedness and creditor claims.

Total assets and liabilities

Ecoation’s most recent unaudited financial statements are for the year ended August 31,

2024. As of this date, Ecoation had approximately:
(a) $4,389,107 in total assets; and

(b) $17,398,440 in total liabilities (of which, approximately $13.5 million is the
SAFEs).

C. Solvency and liguidity issues

16.

17.

18.

Ecoation’s revenues suffered from impacts of the COVID-19 pandemic beginning in 2020,
and the Russian invasion of Ukraine beginning in 2022. These events caused financial
hardship or uncertainty for many of Ecoation’s customers, including global shortages of
fertilizers and agricultural materials. As a result, many of Ecoation’s customers prioritized

spending their available capital on stockpiling supplies, rather than technology investment.

In response, Ecoation moved to selling simpler, lower cost products. These products saw

increased demand, but did not generate sufficient revenue to meet company €xXpenscs.

In January 2025, Ecoation’s largest creditor, the AAF, required a 1-year lump-sum

payment on Ecoation’s loan. This payment further reduced Ecoation’s available liquidity.

D. Pre-filing restructuring efforts

19.

20.

Ecoation undertook restructuring efforts prior to these NOI proceedings. Beginning
approximately 1 year ago, Ecoation began pitching its business to potential buyers and

investors. 16 interested parties were shortlisted for further negotiation.

Ecoation and a special committee of its board of directors ultimately selected an entity
related to the DIP Lender (the “Stalking Horse Bidder”) as the best strategic option for a
sale transaction. Unfortunately, delays in the diligence process and the liquidity issues

discussed above required Ecoation to enter these NOI proceedings.
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E. NOI restructuring plan

21.  Ecoation believes that its business has significant potential value and wishes to continue
working with the Stalking Horse Bidder, but it has become clear that a Court supervised

insolvency process is required given the company’s solvency and liquidity issues.

22, Ecoation has entered into a Stalking Horse Purchase Agreement Term Sheet (the “Stalking
Horse Term Sheet™) with the Stalking Horse Bidder, pursuant to which the Stalking Horse

Bidder proposes to acquire a significant portion of Ecoation’s business (the “Purchased

Business”).

23.  Pursuant to the Stalking Horse Term Sheet, Ecoation and the Stalking Horse Bidder intend

that, among other things:

(a) Ecoation will conduct a sales process (administered by the Proposal Trustee) within
these NOI Proceedings on customary terms (the “Sales Process™), with the bid

deadline not to exceed 30 days from the commencement of the Sales Process;

(b)  the Stalking Horse Bidder will act as a stalking horse bidder to acquire all of
Ecoation’s assets, source code, intellectual property, employees and contractors,
and material contracts that are necessary to own and operate the Purchased

Business;

(c) in lieu of a deposit, the Stalking Horse Bidder will provide Ecoation with interim

financing pursuant to the DIP Term Sheet; and

(d) if the Stalking Horse Bidder’s stalking horse bid is successful, the contemplated

transaction will be closed by way of an approval and vesting order.

24.  Accordingly, Ecoation has worked with the Proposal Trustee to file the NOL On this

application, Ecoation is seeking:
(a) approval of the DIP Loan and the DIP Lender’s Charge; and

(b)  approval of the Administration Charge.
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25.  Ifthe relief sought on this application is granted, Ecoation intends to return to this Court to
seek approval of the Sales Process and the Stalking Horse Bidder’s stalking horse bid.
Ecoation and the Proposal Trustee agree that this is the best path forward to restructure

Ecoation’s business.

i.  DIP Loan and the DIP Lender’s Charge

26.  The DIP Lender has agreed to provide Ecoation with the DIP Term Sheet. The material

terms of the DIP Term Sheet are as follows:

(a) Maximum principal amount: $1,000,000;

(b) Interest rate: 12%:;

(c) Fees: $20,000 commitment fee, (being 2% of the maximum principal amount);

(d)  Recoverable expenses: Ecoation shall pay all reasonable and documented fees and

expenses of the DIP Lender;

(e) Security: a super priority charge on the property, assets, and undertakings of
Ecoation in the amount of $1,000,000 subject only to the Administration Charge;

H Conditions precedent: issuance of the Initial Order by this Court; and

(2) Maturity: the earlier of:
1) the selection of a superior transaction under the Sales Process;
(i)  The occurrence of an “Event of Default” under the DIP Term Sheet;

(iii) the date the intended purchase agreement amongst Ecoation and the

Stalking Horse Bidder is terminated;

(iv)  the date on which these proceedings are terminated or converted into a

bankruptcy proceeding; and

(v) July 31, 2025.
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29,

30.

il

al,

32.

33.
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A true copy of the DIP Term Sheet is attached hereto as Exhibit B.

The financing associated with the DIP Term Sheet will provide sufficient liquidity to allow

Ecoation to continue as a going concern during these NOI Proceedings.

Ecoation, with the assistance of the Proposal Trustee, has prepared a 12-week cash flow
forecast (the “Cash Flow Forecast”) demonstrating Ecoation’s intended use of the funds
provided for in the DIP Term Sheet. A true copy of the Cash Flow Forecast is attached
hereto as Exhibit C.

It is a condition of the DIP Term Sheet that the DIP Lender be granted a priority charge on

Ecoation’s assets. Ecoation believes this charge is appropriate in the circumstances.

Administration Charge
Ecoation requires the assistance of the Proposal Trustee and counsel to pursue the financing
associated with the DIP Term Sheet, implement the Sales Process, and to conduct these

NOI Proceedings generally.

Ecoation supports the Administration Charge and believes $150,000 is reasonable and
appropriate in the circumstances. Given Ecoation’s liquidity issues discussed above, the

payment of a retainer to professionals is not feasible.

The Administration Charge will only be called upon if there are unpaid fees and costs

owing to the Proposal Trustee, its counsel, or Ecoation’s counsel.
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34.  Pursuant to the terms of the attached proposed Initial Order and the terms of the DIP Term
Sheet, the Administration Charge will rank in priority to all other claims and

encumbrances, including the DIP Lender’s Charge.

AFFIRMED BEFORE ME at Vancouver,
British Columbia, on April 9, 2025.
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This is Exhibit “A" referred to in the
Affidavit #1 of Saber Miresmailli affirmed
before me at Vancouver, BC, this 9th day
of April 2025

o S
A Commissioner/Notary Public for the
Province of British Columbia
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l * I Industry Canada Industrie Canada
Office of the Superintendent  Bureau du surintendant
of Bankruptcy Canada des faillites Canada

District of:  British Columbia
Division No.: 03 - Vancouver
Court No.:  11-3209217
Estate No.:  11-3209217

In the Matter of the Notice of Intention to make a proposal of:

Ecoation Innovative Solutions Inc.

Insolvent Person

KPMG INC.
Licensed Insolvency Trustee

Date of the Notice of Intention: April 08, 2025

CERTIFICATE OF FILING OF A NOTICE OF INTENTION TO MAKE A PROPOSAL
Subsection 50.4 (1)

I. the undersigned, Official Receiver in and for this bankruptey 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: April 08, 2025, 18:05

Official Receiver

E-File/Dépot Electronique
300 Georgia Street W, Suite 2000, Vancouver, British Columbia, Canada, V6BOEL, (877)376-9902

i+l

Canada
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This is Exhibit “B” referred to in the
Affidavit #1 of Saber Miresmailli affirmed
before me at Vancouver, BC, this 9th day
of April 2025

o

A Commissioner/Notary Public for the
Province of British Columbia
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Execution Version

DIP FACILITY TERM SHEET

Date: April 7, 2025

Ecoation Innovative Solutions Inc. (the “Borrower”) intends to commence proceedings in British
Columbia (the “Insolvency Proceeding”., in the applicable court of competent jurisdiction in British
Columbia being, the “Insolvency Court™) under the Companies’ Creditors Arrangement Act
(“CCAA") or Bankruptcy and Insolvency Act (Canada) (“BIA”), naming KPMG Inc. as the CCAA
Monitor or BIA Proposal Trustee (as the case may be) of the Borrower (in such capacity, the “Court
Officer™). 1001199137 Ontario Limited (the “DIP Lender”) has agreed to provide the Borrower with
interim financing on and subject to the terms and conditions set out in this term sheet (this “Term
Sheet™). Along with the execution of this Term Sheet, the Borrower and the DIP Lender (or its affiliate)
will enter into a stalking horse asset purchase agreement (the “Purchase Agreement”) for the DIP
Lender to acquire the Purchased Assets (as defined in the Purchase Agreement). The Borrower intends,
among other things, to conduct a sale process within the Insolvency Proceeding, administered by the
Court Officer, to solicit superior bids for the Purchased Assets (the ““Sale Process™).

NOW THEREFORE, in consideration of the mutual covenants and agreements set forth herein, and
for other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties acknowledge and agree as follows:

Borrower Ecoation Innovative Solutions Inc.

DIP Lender 1001199137 Ontario Limited

DIP Facility Non-revolving facility in the maximum principal amount of $1,000,000
(the “DIP Facility™).

Purpose The DIP Facility shall be available to fund, in each case, in accordance

with the Cash Flow Projection (as defined below): (i) the Borrower’s
operations and working capital during the Insolvency Proceeding; (i1)
professional fees and expenses incurred by the Borrower and the Court
Officer in respect of the Insolvency Proceeding: and (iii) such other
costs and expenses of the Borrower as may be agreed to in writing by
the DIP Lender. together with the Court Officer.

Interest Interest shall accrue on the amount advanced under the DIP Facility at
a rate equal to 12% per annum (the “Interest”). Interest shall be
calculated on the daily outstanding balance owing under the DIP
Facility, not in advance, and shall accrue and be paid or otherwise
satisfied on the Maturity Date (as defined below), or, if applicable.
applied to the purchase price under the Purchase Agreement.

For the purposes of the Interest Act (Canada), the annual rates of interest
referred to in this Term Sheet calculated in accordance with the
foregoing provisions of this Term Sheet, are equivalent to the rates so
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calculated multiplied by the actual number of days in a calendar year
and divided by 365 or 366, as the case may be.

If any provision of this Term Sheet or any ancillary document in
connection with this Term Sheet would obligate the Borrower to make
any payment of interest or other amount payable to the DIP Lender in
an amount or calculated at a rate which would be prohibited by law or
would result in a receipt by the DIP Lender of interest at a criminal rate
(as such terms are construed under the Criminal Code (Canada)) then.
notwithstanding such provision, such amount or rate shall be deemed to
have been adjusted with retroactive effect to the maximum amount or
rate of interest, as the case may be, as would not be so prohibited by
law or so result in a receipt by the DIP Lender of interest at a criminal
rate and any such amounts actually paid by the Borrower in excess of
the adjusted amount shall be forthwith refunded to the Borrower.

Fees The Borrower shall pay a commitment fee in the amount of $20,000
(the “Fee™). representing 2% of the total amount available under the
DIP Facility, which shall be fully earned upon satisfaction of the
conditions precedent to the First DIP Advance and shall be paid or
otherwise satisfied on the Maturity Date, or applied to reduce the
purchase price in accordance with the terms of the Purchase Agreement.
For certainty, the Fee shall be secured by the DIP Charge (as defined
below).

Cash Flow Projections | The Borrower, in consultation with the Court Officer in the Insolvency
Proceeding, will provide to the DIP Lender cash flow projections,
which are in form and substance satisfactory to the DIP Lender and
which are to be filed with the Insolvency Court, reflecting the projected
cash requirements of the Borrower for the period that is the lesser of (i)
the duration of the Insolvency Proceeding, and (ii) eight (8) weeks from
the date of this Term Sheet (the “Cash Flow Projection™).

The Borrower shall keep the DIP Lender and the Court Officer apprised
of their cash flow requirements by providing: (i) an updated cash flow
forecast by no later than 5:00 p.m. PT on the Wednesday of each week
ending after the week in which the first DIP advance occurs, such
updated cash flow projection to be in a form consistent with the Cash
Flow Projection (a “Proposed Amended Cash Flow Projection™); and
(ii) on a weekly basis, actual cash flow results from the immediately
preceding one week period and a comparison of the actual cash flow
results from the immediately preceding one week period as against the
Cash Flow Projection for such week, such information described in this
clause to be delivered to the DIP Lender and Court Officer weekly by
no later than 5:00 p.m. PT on the Wednesday of cach week.

No Proposed Amended Cash Flow Projection shall be considered the
Cash Flow Projection unless the DIP Lender has provided notice in
writing to the Borrower, with a copy to the Court Officer, confirming
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its consent to such Proposed Amended Cash Flow Projection. Upon the
DIP Lender delivering such notice to the Borrower, with a copy to the
Court Officer, such Proposed Amended Cash Flow Projection shall be
considered the Cash Flow Projection.

At any given time, the cash flow projection in force and effect (whether
the Cash Flow Projection or any subsequent Proposed Amended Cash
Flow Projection which the DIP Lender has consented to in accordance
herewith) shall be the Cash Flow Projection.

Availability The maximum principal amount of $500,000 shall be made available to
the Borrower upon satisfaction of the Initial Funding Conditions. The
balance of the DIP Facility shall only be made available to the Borrower
upon satisfaction of the Subsequent Funding Conditions.

Provided the Initial Funding Conditions or the Subsequent Funding
Conditions, as applicable, have been satisfied, advances under the DIP
Facility shall be made available to the Borrower by way of weekly
advances based on approved cash flows.

In respect of each DIP advance, the Borrower shall deliver to the DIP
Lender and the Court Officer a borrowing certificate in a form
acceptable to the DIP Lender and Court Officer in the minimum amount
of $100,000.

The proceeds of each DIP advance shall be applied by the Borrower
solely in accordance with the Cash Flow Projection or as may otherwise
be agreed to in writing by the DIP Lender, in its sole discretion, from
time to time.

Notwithstanding anything to the contrary herein, unless the DIP Lender
consents in advance in writing, the Borrower shall be prohibited from
using the proceeds of any DIP advance to pay: (i) any expenses that are
not of a type of expense that falls within an expense line-item contained
in the Cash Flow Projection; (ii) professional fees of the Borrower or
any other party to contest, challenge or in any way oppose (or support
any other person in contesting, challenging or opposing) the DIP Lender
on any Court Order (as defined below); (iii) subject to the preceding
subsection (ii). the professional fees of any party. except for such
professional fees incurred for and on behalf of the Borrower. the Court
Officer, and the DIP Lender: (iv) employees other than (A) those
employees necessary to maintain and operate the Purchased Assets in
the ordinary course of business and (B) those employees agreed to in
the Cash Flow Projection; and (v) any amounts outstanding as at the
date of commencement of the Insolvency Proceeding, including any
amounts owing to trade creditors and other lenders.
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Maturity Date Unless otherwise agreed to by the DIP Lender and the Borrower, the
DIP Facility shall expire. and the Borrower shall repay all amounts
owing under the DIP Facility on the carliest of:

(a) the selection of a superior transaction under the Sale Process:
(b) the occurrence of an Event of Default (as defined below):

(¢) the date the Purchase Agreement is terminated in accordance with
its terms;

(d) the date on which the Insolvency Proceeding is terminated or
converted into a bankruptcy proceeding under the BIA: or

(e) July 31. 2025,
(the earliest such date being the “Maturity Date”).

For the avoidance of doubt, if the Purchase Agreement is the successful
bid in the Sale Process, all amounts owing under the DIP Facility shall
be applied as a credit against the purchase price in accordance with the
Purchase Agreement.

Security All of the DIP Obligations shall be secured by a court-ordered charge
(the “DIP Charge”) over all present and after-acquired property, assets
and undertakings of the Borrower (including insurance proceeds.
intellectual property, goods, documents of title. investment property,
securities now owned or hereafter owned or acquired by or on behalf of
the Borrower), including all proceeds therefrom and all causes of action
of the Borrower (collectively. the “Collateral™).

The DIP Charge shall be a super-priority charge which shall rank ahcad
of all existing, liens, claims, trusts and charges, but shall be subject to
and shall rank behind an administration charge in the maximum amount
of $150,000.00 to secure payment of the fees, expenses and
disbursements of counsel to the Borrower, the Court Officer and its
counsel (the “Administration Charge”).

Conditions Precedent The following conditions precedent shall be satisfied, or waived in
to First DIP Facility writing by the DIP Lender. in its sole discretion, prior to the first
Advance advance (the “First DIP Advance”) is made under the DIP Facility (the
“Initial Funding Conditions™):

(a) the Borrower has commenced the Insolvency Proceeding:
(b) The DIP Lender has approved the Cash Flow Projection:

(c) The DIP Lender has approved the Operational Rationalization Plan
(as defined below) and any steps required to be taken under the
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Operational Rationalization Plan as at the date of the DIP advance have
been taken by the Borrower;

(d) The issuance of an order by the Insolvency Court (the “DIP
Approval Order”) approving the DIP Facility, the DIP Charge and
such other items as may be reasonably required by the DIP Lender;

(¢) The DIP Approval Order shall be in full force and effect and shall
not have been vacated, stayed or otherwise caused to become
ineffective, or amended in a manner prejudicial to the DIP Lender:

(f) The DIP Lender has received from the Borrower a written request
borrowing certificate in a form satisfactory to the DIP Lender and
approved by the Court Officer:

(g) The amount of the requested DIP advance does not exceed the
maximum borrowing authorized by this Term Sheet for the First DIP
Advance or the DIP Approval Order then in effect:

(h) There is no Default (as defined below) or Event of Default that has
occurred and is continuing. nor will any such event occur as a result of
the first DIP advance:

(j) Each of the representations and warranties made in this Term Sheet
shall be true and correct in all material respects as of the date made or
deemed made and as of the date of the applicable DIP advance (unless
any representation and warranty is qualified by materiality, in which
case it shall be true and correct in all respects as of the date made or
deemed made):

(k) There are no pending motions for leave to appeal. appeals. or
injunctions relating to the DIP Approval Order. the DIP Facility, the
DIP Charge or this Term Sheet. or pending litigation seeking to restrain,
vary or prohibit the operation of all or any part of the DIP Approval
Order or this Term Sheet;

(1) The DIP Lender has received. as and when required hereunder, all
information to which it is entitled hereunder (including the information
and cash flow projections required pursuant to this Term Sheet):

(m) There shall be no liens ranking in priority to the DIP Charge except
for the Administration Charge; and

(n) The Borrower shall be in compliance with all Court Orders (as
defined below).

Conditions Precedent The following conditions precedent shall be satisfied. or waived in
to Subsequent DIP writing by the DIP Lender, in its sole discretion, prior to any subsequent
Facility Advances advance (a “Subsequent Advance”) after the First DIP Advance is
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made under the DIP Facility (in each case, as at the time a request for a
Subsequent Advance is made):

(a) The Purchase Agreement has been fully executed:

(b) The issuance of an order by the Insolvency Court approving the Sale
Process (including the Purchase Agreement to act as the stalking horse
bid in the Sale Process) and such other items as may be reasonably
required by the DIP Lender:

(¢) The DIP Approval Order shall be in full force and effect and shall
not have been vacated, stayed or otherwise caused to become
ineffective, or amended in a manner prejudicial to the DIP Lender:

(d) The DIP Lender has received from the Borrower a written request
borrowing certificate in a form satisfactory to the DIP Lender and
approved by the Court Officer:

(e) The amount of the requested DIP advance does not exceed the
maximum borrowing authorized by the DIP Approval Order then in
effect;

(f) The DIP Lender has approved the applicable Cash Flow Projection:

(g) The DIP Lender has approved the Operational Rationalization Plan
(as defined below) and any steps required to be taken under the
Operational Rationalization Plan as at the date of the DIP advance have
been taken by the Borrower:

(h) There is no Default (as defined below) or Event of Default that has
occurred and is continuing, nor will any such event occur as a result of
the first DIP advance:

(j) Each of the representations and warranties made in this Term Sheet
shall be true and correct in all material respects as of the date made or
deemed made and as of the date of the applicable Subsequent DIP
Advance (unless any representation and warranty is qualified by
materiality, in which case it shall be true and correct in all respects as
of the date made or deemed made):

(k) There are no pending motions for leave to appeal. appeals, or
injunctions relating to the DIP Approval Order, the DIP Facility, the
DIP Charge or this Term Sheet. or pending litigation sceking to restrain,
vary or prohibit the operation of all or any part of the DIP Approval
Order or this Term Sheet;

(1) The DIP Lender has received, as and when required hereunder, all
information to which it is entitled hereunder (including the information
and cash flow projections required pursuant to this Term Sheet),
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(m) There shall be no liens ranking in priority to the DIP Charge except
for the Administration Charge; and

(n) The Borrower shall be in compliance with all Court Orders (as
defined below).

Recoverable Expenses | The Borrower shall pay all reasonable and documented fees and
expenses of the DIP Lender (collectively, the “Recoverable
Expenses”) incurred by the DIP Lender in connection with the
preparation, registration, and ongoing administration of this Term
Sheet, the DIP Facility, the Insolvency Proceeding, the DIP Charge, and
with the enforcement of the DIP Lender’s rights and remedies under
this Term Sheet, the DIP Approval Order or any other Court Order.
“Recoverable Expenses” shall include all reasonable and documented
fees and expenses incurred by the DIP Lender in connection with the
Insolvency Proceeding and all court attendances in respect thereof. If
the DIP Lender has paid any expenses for which the DIP Lender is
entitled to reimbursement from the Borrower. such expenses shall be
added to the DIP Facility and shall accrue Interest at the rate set out
above. All such fees and expenses and Interest thereon shall be secured
by the DIP Charge whether or not any funds under the DIP Facility are
advanced.

Repayment The aggregate principal amount owing under the DIP Facility. all
accrued and unpaid interest, all fees and expenses incurred by the DIP
Lender (including the Recoverable Expenses), and all other obligations
of the Borrower to the DIP Lender under or in connection with the
Insolvency Proceeding. this Term Sheet, the DIP Facility or any other
definitive security or other documents, agreements. registrations,
financing statements and instruments in respect of the DIP Facility
(collectively, the “DIP Obligations™) shall be repaid in full on the
Maturity Date. Provided that there is no Event of Default hereunder
which is continuing, the Maturity Date may be extended at the request
of the Borrower, following consultation with the Court Officer, and
with the prior written consent of the DIP Lender, in its sole discretion,
for such period and on such terms and conditions as the Borrower and
the DIP Lender may agree.

Mandatory The proceeds of any debt or equity issuance by the Borrower that occurs
Repayments from and after the date hereof, and the proceeds of Collateral (net of
reasonable costs and closing adjustments, as applicable) arising from:
(i) any sale of Collateral out of the ordinary course of business
(including any sale of all or substantially all of the Collateral): or (1i)
insurance proceeds in respect of any damage, loss or destruction of the
Collateral (collectively, the “Net Proceeds”) shall be paid: (a) first, to
satisfy the Administration Charge: (b) second. to satisfy the DIP
Obligations; (c) third, to satisfy any other priority charges in accordance
with their priorities: (d) fourth, to satisfy other indebtedness and
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liabilities of the Borrower as may be ordered by the Insolvency Court
in accordance with their priorities; and (e) fifth, to the Borrower or such
other persons as are entitled thereto in accordance with applicable law.

Representations and The Borrower represents and warrants to the DIP Lender, upon which
Warranties the DIP Lender relies in entering into this Term Sheet, that:

(a) The Borrower is a corporation duly incorporated and validly existing
under the laws of British Columbia and is duly qualified, licensed or
registered to carry on business under the laws applicable to it in all
jurisdictions in which the nature of its assets or business makes such
qualification necessary:

(b) The Borrower has all requisite corporate or other power and
authority to: (i) carry on its business: (ii) own property, borrow monies
and enter into agreements therefor: and (iii) execute and enter into this
Term Sheet and observe and perform the terms and provisions hereof:

(c) As the case may be, the execution and delivery of this Term Sheet
by the Borrower and the performance by the Borrower of its obligations
hereunder has been duly authorized by all necessary corporate or other
action and any actions required under applicable laws: and

(d) this Term Sheet has been duly executed and delivered by the
Borrower and constitutes a legal, valid and binding obligation of the
Borrower, enforceable against it in accordance with its terms, subject
only to any limitation under applicable laws relating to: (1) bankruptcy.,
insolvency. reorganization, moratorium or creditors’ rights generally:
(ii) the fact that specific performance and injunctive relief may only be
given at the discretion of the courts: and (iii) the equitable or statutory
powers of the courts to stay proceedings before them and to stay the
execution of judgments.

Affirmative Covenants | The Borrower agrees to do the following until such time as the DIP
Obligations are indefeasibly repaid in full or otherwise satisfied through
“credit bidding” pursuant to the Sale Process:

(a) Keep the DIP Lender apprised on a timely basis of all material
developments with respect to the Collateral and the business and affairs
of the Borrower:

(b) Subject to the terms of the Sale Process and the DIP Approval Order,
keep the DIP Lender apprised on a timely basis of all material
developments with respect to the Sale Process:

(c) Perform its obligations hereunder and under any other contract or
agreement with the DIP Lender or any of its affiliates as and when
required and in the manner required;
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(d) Use the proceeds of the DIP Facility (at all times solely in
accordance with the terms hereof and the Cash Flow Projection) only
for the limited purposes as set out herein:

(e) Comply with the provisions of the court orders made in connection
with the Insolvency Proceeding (collectively, the “Court Orders™ and
each a “Court Order”):

(f) Preserve, renew and keep in full force the Borrower’s corporate or
other existence and all material licenses, permits or approvals required
in respect of their respective business, properties, assets or any activities
or operations carried out therein:

(g) Maintain the insurance in existence of the date hereof with respect
to the Collateral;

(h) Conduct its activities in accordance with the Cash Flow Projection:

(i) Promptly notify the DIP Lender and the Court Officer of the
occurrence of any Event of Default, or of any event or circumstance
(“Default™) that may, with the passage of time or the giving of notice,
constitute an Event of Default;

(j) Promptly notify the DIP Lender and the Court Officer of the
commencement of. or receipt of notice of intention to commence, any
action, suit. investigation, litigation or proceeding before any court,
governmental department, board, bureau, agency or similar body
affecting the Borrower;

(k) Promptly after the same is available, but in no event later than the
day that is three (3) business days prior to the date on which the same
is 10 be served or if such advance notice is not possible then as soon as
reasonably practicable prior to the date on which the same is to be
served, provide copies to the DIP Lender of all pleadings, motion
records, application records, judicial information, financial information
and other documents filed by or on behalf of the Borrower in the
Insolvency Proceeding;

(1) Subject to the CCAA or BIA and the Court Orders, comply in all
material respects with all applicable laws, rules and regulations
applicable to its business, including health and safety. and
environmental laws;

(m) Treat as unaffected the DIP Obligations in any plan of compromise
or arrangement, proposal or any other restructuring whatsoever;

(n) At all times be and remain subject to the Insolvency Proceeding until
the DIP Obligations are irrevocably and unconditionally repaid in full
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or otherwise satisfied through credit bidding pursuant to the Sale
Process. with no further right to DIP advances:

(0) Ensure that all motion records, pleadings, application records,
orders and other documents (collectively, the “Court Documents™)
filed, proposed, sought, served, and obtained by the Borrower or in
respect of which the Borrower consents or does not object, in or in
connection with the Insolvency Proceeding shall be in form and
substance reasonably satisfactory to the DIP Lender, and provide to the
DIP Lender copies of such Court Documents as soon as practicable
prior to any filing or service in the Insolvency Proceeding, but in no
event later than the day that is three (3) business days prior to the date
on which the same is to be served or if such advance notice is not
possible then as soon as reasonably practicable prior to the date on
which the same is to be served:

(p) Subject to the Court Orders, grant the DIP Lender and its
professional advisors reasonable access to the Collateral and their
business, properties, and books and records:

(q) Deliver to the DIP Lender a plan, which shall be in form and
substance satisfactory to the DIP Lender, setting out immediate and
near-term actions the Borrower shall take to rationalize operations to
reduce the Borrower’s weekly cash burn (the “Operational
Rationalization Plan”) and implement the Operational Rationalization
Plan as required thereunder; and

(s) Conduct the Sale Process strictly in accordance with its terms
(including milestones and timelines) and strictly comply with the DIP
Approval Order.

Negative Covenants The Borrower agrees not to do the following or permit any subsidiary
to do the following while any DIP Obligations remain outstanding.
other than with the prior written consent of the DIP Lender or pursuant
to an order of the Insolvency Court:

(a) Transfer, lease or otherwise dispose of all or any part of its property,
assets or undertaking except: (i) where permitted pursuant to the DIP
Approval Order: and (ii) where such transaction results in the
repayment of DIP Obligations in accordance with this Term Sheet:

(b) Make any payment of principal or interest in respect of any
indebtedness outstanding prior to the DIP Approval Order (“Existing
Indebtedness™) other than as may be permitted or required herein or by
a Court Order:

(¢) Create or permit to exist indebtedness for borrowed money other
than: (i) Existing Indebtedness: (ii) debt contemplated by this DIP
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Facility; and (iii) post-filing trade credit obtained in the ordinary course
of business, in accordance with the Cash Flow Projection.

(d) Permit any new liens to exist on any Collateral other than the
Administration Charge and the DIP Charge:

(e) Either: (i) change its name, amalgamate, consolidate with or merge
into. or enter into any similar transaction with any other entity; or (i)
make any changes to its organizational documents that could be adverse
to the DIP Lender;

(f) Other than as permitted by the terms of this Term Sheet, make any
acquisitions, investments or loans to any person or guarantce the
obligations of any person, other than those in existence on the date
hereof and disclosed to the DIP Lender in writing;

(g) Enter into any transaction with any affiliate other than: (1) any
transaction on terms and conditions at least as favourable to the
Borrower as could reasonably be obtained in an arm’s-length
transaction; or (ii) those in existence on the date hereof and disclosed to
the DIP Lender in writing:

(h) Pay any dividends, distributions or advances to shareholders of the
Borrower, or any management bonus or similar payments except to the
extent provided for in the Cash Flow Projection;

(i) Engage in new businesses:
(j) Breach any term of the Purchase Agreement:
(k) Change its fiscal year or accounting practices:

(1) Issue any equity or convert any outstanding simple agreement for
future equity: and

(m) Take any action (or in any way support the taking of any action by
another person) that has, or may have. a material adverse impact on the
rights and interests of the DIP Lender in its capacity as DIP Lender
under the Purchase Agreement, including any action in furtherance of
challenging the validity, enforceability or amount of the DIP
Obligations.

Events of Default The occurrence of any one or more of the following events, without the
prior written consent of the DIP Lender, shall constitute an event of
default (“Event of Default™) under this Term Sheet:

(a) The issuance of any order terminating the Insolvency Proceeding or
lifting the stay in the Insolvency Proceeding to permit the enforcement
of any security against the Borrower or the Collateral, or the
appointment of a receiver and manager. receiver. interim receiver or
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similar official or the making of a bankruptcy order against the
Borrower or the Collateral:

(b) The issuance of an order granting a lien of equal or superior status
to that of the DIP Charge, other than as provided in this Term Sheet:

(c) The issuance of any Court Order: (i) staying, reversing, vacating or
otherwise modifying the DIP Charge; or (ii) that adversely impacts or
could reasonably be expected to adversely impact the rights and
interests of the DIP Lender in connection with the Collateral or under
this Term Sheet or any Court Order, as determined by the DIP Lender
in its sole discretion, acting reasonably; provided: however, that any
such order that provides for payment in full forthwith of all of the DIP
Obligations shall not constitute an Event of Default:

(d) Any update to the Cash Flow Projection required to be made in
accordance with this Term Sheet indicating that the Borrower would
require additional funding above the maximum amount of the DIP
Facility to meet their obligations at any time during the period of the
Cash Flow Projection:

(¢) Any representation or warranty by the Borrower herein or in any
certificate delivered by the Borrower to the DIP Lender being incorrect
or misleading in any material respect as of the date made or deemed
made:

(D) A Court Order is made, a liability arises or an event occurs, including
any change in the business, assets, or conditions, financial or otherwise,
of the Borrower. that has or will have a material adverse effect:
provided that the forgoing shall exclude changes to the Borrower’s
business or its performance solely as a result of (i) the commencement,
announcement or continuance of the Insolvency Proceeding. or (ii)
conducting the Sale Process:

(g) Any breach of any Court Order upon receipt by the Borrower of
notice from the DIP Lender of such breach by the Borrower;

(h) Failure of the Borrower to perform or comply with any other term
or covenant under this Term Sheet and such Default shall continue
unremedied for a period of three (3) business days after the earlier of (1)
delivery of notice given by the DIP Lender to the Borrower, with a copy
to the Court Officer, or (ii) the Borrower’s knowledge of such failure to
perform or comply;

(i) The commencement by any Borrower of an action or any other
proceeding against the DIP Lender:

(j) The expiry without further extension of the stay of proceedings
provided for in the DIP Approval Order, as applicable:







