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“Majority in Interest” means the affirmative vote of Debentureholders holding 100% of
the outstanding principal amount of each group of outstanding Debentures of the
Corporation issued on the Issue Date;

“Market Price” shall have the meaning attributed to such term in Section 1.2 of TSX-V
Policy 1.1, or the equivalent section of the equivalent policy of any other Exchange on
which the Common Shares may be listed for trading;

“Maturity Date” means October 25, 2022;
“Offering” means this private placement offering of the Debentures;

“Original Issue Discount Amount” means an amount calculated by multiplying the
Principal by the Original Issue Discount Percentage;

“Original Issue Discount Percentage” means Two and One-Half Percent (2.5%);
“Permitted Encumbrances” means:

(i) undetermined or inchoate liens and charges incidental to construction, maintenance
or operations which have not at the time been filed pursuant to law;

(ii)  the lien of taxes and assessments for the then current year, the lien for taxes and
assessments not at the time overdue and liens securing worker’s compensation
assessments and the lien for specified taxes and assessments which are overdue but
the validity of which is being contested at the time in good faith, if the Corporation
shall have made on its books provision reasonably deemed by it to be adequate
therefor;

(iii)  the lien or any right of distress reserved in or exercisable under any lease for rent
and for compliance with the terms of such lease;

(iv)  cash or governmental obligations deposited in the ordinary course of business in
connection with contracts, bids, tenders or to secure worker’s compensation,
unemployment insurance, surety or appeal bonds, costs of litigation when required
by law, public and statutory obligations, liens or claims incidental to current
construction, mechanics’, warehousemen’s, carriers’ and other similar liens;

v) security given in the ordinary course of business to a public utility or any
municipality or governmental or other public authority when required by such
utility or municipality or governmental or other authority in connection with the
operations of the Corporation;

(vi)  easements, rights of way and servitudes which do not in the aggregate materially
impair the use of the land concerned for the purpose for which it is held or used by
the Corporation;
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(vii) title defects or irregularities which are of a minor nature and in the aggregate will
not materially impair the use of the property for the purposes for which it is held
by the Corporation or materially affect the Security;

(viii) the excess of the amount of any taxes, rates, assessments or govemmental charges
or levies for which final assessments have not been received over and above the
amount of such taxes, rates, assessments or governmental charges or levies as
estimated by a responsible officer of the Corporation;

(ix) purchase money liens, conditional sales agreements or other title retention
mortgages, charges, hypothecs, pledges, liens or other encumbrances, including any
Purchase Money Security Interest, on a property or asset created, issued or assumed
(including renewals or refinancing thereof) to secure the unpaid purchase price in
respect of such property or asset;

(x) all rights reserved to or vested in any governmental body by the terms of any lease,
licence, franchise, grant or permit held by the Corporation or by any statutory
provision to terminate any such lease, licence, franchise, grant or permit or to
require annual or periodic payments as a condition of the continuance thereof or to
distrain against or to obtain a lien on any property or assets of the Corporation in
the event of failure to make such annual or other periodic payments;

(xi)  any Lien in respect of any amounts owing under agreements with the Corporation’s
bank lenders from time to time (or under any senior operating facility which
replaces the facilities offered thereby) or any other lendez, private or otherwise, of
the Corporation existing prior to the date hereof; and

(xii)  such other Liens as may be consented to in writing by a Majority in Interest of the
Debentureholders as a Permitted Encumbrance;

“Person” includes any individual, sole proprietorship, partnership, unincorporated
association, unincorporated syndicate, unincorporated organization, trust, body corporate,
and a natural person in his capacity as trustee, executor, administrator, or other legal
representative;

“Principal” means the principal amount of this Debenture delivered by the
Debentureholder to the Corporation on or about the Issue Date, in lawful money of Canada
as set out on the face page of this Debenture;

“Purchase Money Security Interest” means any lien given, assumed or arising by
operation of law, including capital leases, to provide or secure, or to provide the obligor
with funds to pay, the whole or any part of the consideration for the acquisition of property
where the principal amount of the obligation secured by such lien (i) is not in excess of the
cost to the obligor of the property encumbered thereby; and (ii) is secured only by the
property being acquired by the obligor, and includes the renewal or refinancing of any such
lien upon the same property;
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1.2

“Redemption Price” has the meaning ascribed thereto in Section 2.4(c);

“Subscription Price” means the aggregate subscription price, being an amount equal to
the Principal less an amount equal to the Original Issue Discount Amount, delivered by the
Debentureholder to the Corporation on or before the Issue Date, in lawful money of Canada
as set out on the face page of this Debenture;

“Term” means the period of three (3) years beginning as of the Issue Date and concluding
on the Maturity Date, subject to early redemption or conversion of this Debenture in
accordance with the terms and conditions hereof;

“TSX-V” means the TSX Venture Exchange;

“Voting Shares” shall have the meaning attributed to such term in Section 1.2 of TSX-V
Policy 1.1, or the equivalent section of the equivalent policy of any other Exchange on
which the Common Shares may be listed for trading, which as at the date of this Debenture
means a security that is is not a debt security and which carries a voting right either under
all circumstances or under some circumstances that have occurred and are continuing;

“this Debenture”, “herein”, “hereby”, “hereof”, “hereunder”, and similar expressions
mean or refer to this unsecured convertible debenture and any debenture, deed or
instrument supplemental or ancillary hereto as a whole, including any and all amendments
thereto, and are not limited to any particular Article, Section or other subdivision hereof;
and

INTERPRETATIONS NOT AFFECTED BY HEADINGS, ETC.

The division of this Debenture into Ariicles and Sections, the provision of a tabie of contents and
the insertion of headings are for convenience of reference only and shall not atfect the construction
or interpretation hereof.

2.1
(2)

ARTICLE 2
TERMS

ISSUE

The Corporation, a company incorporated under the laws of British Columbia, and having
its registered and records office at the address shown above, for value received,
acknowledges itself indebted and promises to pay to or to the order of the Debentureholder,
its successors and assigns, on the Maturity Date, the Principal together with any unpaid
Interest accrued thereon, at the rate and in the manner hereinafter set out, at the address of
the Debentureholder shown above (or such other office in the Province of British Columbia
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as may be notified to the Corporation pursuant to Section 8.1), which Debenture shall be
unsecured.

Interest (the “Interest”) shall be calculated from the Issue Date at a rate of Nine and One-
Half Percent (9.5%) per annum calculated quarterly on a 30/360 term calendar both before
and after maturity and both before and after default, on such portion of the Principal as
remains from time to time unpaid until fully paid. It is agreed that the taking of a judgment
or judgments under any of the covenants herein contained shall not operate as a merger of
the said covenants or affect the Debentureholder’s rights to interest at the rate and times
aforesaid Principal.

REPAYMENT

Subscription Price: Subject to conversion in accordance with the terms of this Debenture,
particularly Section 2.3, and prepayment in accordance with the terms of this Debenture,
particularly Section 2.4, the Principal shall be repaid on the Maturity Date in cash.

Interest: Subject to prepayment in accordance with Sections 2.4, accrued interest shall be
paid as follows: (i) Interest accrued as of the Issue Date and up to and including October
31, 2019 shall be paid within 30 days of October 31, 2019; (ii) Interest accrued in each
consecutive full three-month period thereafter (for the purposes of this Section 2.2(b) each
a “Quarter”), ending on each January 31, April 30, July 31 and October 31 respectively
in each year throughout the Term, shall be paid within 30 days of the end of each such
Quarter; and (iii) Interest accrued during the period immediately following the last Quarter
and ending on the Maturity Date shall be paid together with the repayment of the Principal
on or about the Maturity Date. Subject to the prior approval of the Exchange in each
instance, the Interest accrued shall be paid by the issuance of Common Shares at the Market
Price on the date immediately prior to the date of the issuance of such Common Shares.
Notwithstanding the foregoing, the accrued Interest shall be paid in cash to any or all
Debentureholders in the event that: (a) the Company and any such Holder(s) agree(s);
and/or (b) in the event that the Exchange does not approve the issuance of Common Shares
as payment of the accrucd Interest in any such instance for any reason. Further, and
notwithstanding the foregoing, in the event that the issuance of Common Shares pursuant
to this Section 2.2(b) would result in the creation of an Insider or a Control Person, the
terms set out in Section 2.3(d) shall apply and no Common Shares will be issued until those
conditions set out in Section 2.3(d) are satisfied in the discretion of the Company and the
Exchange, as applicable.

CONVERSION

Optional Conversion by Debentureholders. Each Debentureholder shall have the right to
convert an amount equal to the Subscription Price into Conversion Units at a price equal
to $0.11 per Cenversion Unit (the “Conversion Price”) on the Maturity Date by delivering
prior written notice in the form attached as Schedule “A” attached hereto, duly completed
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and signed, not less than sixty (60) days prior to the Maturity Date, or such shorter period
as may be acceptable to the Corporation. The Conversion Date shall be the Maturity Date.
Subject to the prior approval of the Exchange, the Original Issue Discount Amount shall
be paid by the issuance of Common Shares at the Market Price on the date immediately
prior to the Conversion Date. Otherwise, the Original Issue Discount Amount shall be paid
in cash. Upon the issuance of the Conversion Units, repayment of the Original Issue
Discount Amount, and provided any and all Interest has been repaid in full, the Corporation
shall have no further obligation to the Debentureholder under the terms of this Debenture
and the Debenture shall terminate.

Upon the conversion of this Debenture, whether in whole or in part, the Corporation shall
not be required to issue any fractional Common Shares or scrip certificates evidencing any
fractional interest in Conversions Units. In any case where, pursuant to the terms of this
Debenture, the Debentureholder would be entitled, except for the provisions of this Section
2.3, to receive a fractional Unit (comprised of a fractional Common Share or fractional
Conversion Warrant), the number of Units (and underlying Common Shares and
Conversion Warrants, as applicable) issuable upon such conversion shall be rounded to the
next larger whole Unit (or underiying Common Share or Conversion Warrant) if, but only
if, such fractional share interest is one-half (1/2) or greater; if such fractional share interest
is less than one-half (1/2), it shall be disregarded.

Notwithstanding anything to the contrary herein: (i) in the event that a conversion of the
Subscription Price in accordance with Section 2.3(a) or (b), in whole or in part, would
result in the Debentureholder becoming an Insider of the Corporation, the conversion will
be effected subject to and only foilowing the satisfaction of any and all reievant conditions
of TSX-V Policy 4.1 — Private Placements, or an equivalent policy of the Exchange or any
other Exchange on which the Common Shares may be trading, as applicable, including
but not limited to the submission of a Personal Information Form, or Declaration, each as
defined pursuant to policies of the TSX-V, as well as the approval of the Exchange; and
(ii) in the event that a conversion of the Subscription Price in accordance with this Section
2.3, in whole or in part, would result in the Debentureholder becoming a Control Person of
the Corporation, the conversion will be effected subject to and only following the
satisfaction of any and all relevant conditions of TSX-V Policy 4.1 — Private Placements,
or an equivalent policy of any other Exchange on which the Common Shares may be
trading, as applicable, including but not limited to the submission of a Personal
Information Form, or Declaration, each as defined pursuant to policies of the TSX-V, and
the approval of the shareholders of the Corporation by ordinary resolution at a general
meeting or by the written consent of shareholders of the Corporation holding more than
50% of the then issued and outstanding Common Shares, excluding those Common Shares
owned and/or controlled by the Debentureholder that would, upon conversion, become a
Control Person, as well as the approval of the Exchange.



24

(a)

(b)

(©)

(d

25
(2)

EARLY REPAYMENT OR CHANGE OF CONTROL

Beginning on the date that is four months plus one day following the Issue Date and at any
time prior to the Maturity Date, the Corporation may repay the Principal outstanding, in
whole or in part at the option of the Debentureholder, together with any unpaid Interest
accrued thereon (whether in cash or in Common Shares subject to and in accordance with
the terms set out in Section 2.2(b)), provided that, in such event, and subject to approval of
the Exchange, the Corporation will also pay at such time an “Early Repayment Penalty”,
hereby defined as an amount equal to five percent (5%) of the then outstanding Principal
being repaid. Subject to the approval of the Exchange in each instance, the Early
Repayment Penalty may be paid in whole or in part by the issuance of Common Shares at
the option of the Debentureholder, at the Market Price on the date immediately prior to the
date of the issuance of such Common Shares. Notwithstanding the foregoing, in the event
that the issuance of Common Shares pursuant to this Section 2.4(a) would result in the
creation of an Insider or a Control Person, the terms set out in Section 2.3(d) shall apply
and no Common Shares will be issued until those conditions set out in Section 2.3(d) are
satisfied, as applicable.

If the Corporation prepays only part of the outstanding Principal, the Debentureholder shall
surrender this Debenture to the Corporation and the Corporation shall forthwith deliver to
the Debentureholder a new Debenture in the amount of the unpaid Principal provided that
any pre-payment made under this Section 2.4.

Subject to applicable laws, in the event of a Change of Control, the Company may in its
sole discretion repurchase the Deberitures, in whole or in part, at a price equal io: a) 125%
of the Principal then outstanding plus accrued and unpaid Interest thereon if the Change of
Control occurs up to and including the last day of the first year of the Term; b) 150% of
the Principal then outstanding plus accrued and unpaid Interest thereon if the Change of
Control occurs on or after the first day of the second year of the Term and on or before the
last day of the second year of the Term; or c) 175% of the Principal then outstanding pius
accrued and unpaid Interest thereon if the Change of Control occurs on or after the first
day of the third year of the Term and on or before the last day of the third year of the Term
(in each case the “Redemption Price”).

Notwithstanding section 2.4(a), in the event that a Change of Control occurs on or before
the date that is six (6) months from the date upon which the Company repays the
Debentures in accordance with section 2.4(a), the former Debentureholders of such repaid
Debentures will be treated as current Debentureholders such that the Early Repayment
Penalty will be increased by the difference between the Early Repayment Penalty and the
Redemption Price that would have been applicable if the Debentures were outstanding as

ADJUSTMENTS

If the Common Shares of the Corporation are reclassified or the capital is otherwise
reorganized (including for greater certainty by virtue of share splits or consolidations) and
if the Debenturcholder has not exercised its right of conversion prior to the effective date
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of such capital reorganization, upon the exercise of such right the Debentureholder shall
be entitled to receive and shall accept in lieu of the number of Conversion Units then
subscribed for by it but for the same aggregate consideration payable therefor, the number
of Conversion Units or other securities of the Corporation resulting from such capital
reorganization that such Debentureholder would have been entitled to receive on such
capital reorganization if, on the effective date thereof, it had been the registered holder of
the number of Conversion Units so subscribed for.

If there is a consolidation, reorganization, amalgamation or merger of the Corporation or a
sale of the property and assets of the Corporation as or substantially as an entirety to any
other Person, and if the Debentureholder has not exercised its right of conversion prior to
the effective date of such consolidation, amalgamation, merger or sale, upon the exercise
of such right the Debentureholder shall be entitled to receive and shall accept in lieu of the
number of Conversion Units then subscribed for by it but for the same aggregate
consideration payable therefor, the number of Conversion Units or other securities or
property of the Corporation or of the company resulting from such merger, amalgamation
or consolidation or to which such sale may be made, as the case may be, that such
Debentureholder would have been entitled to receive on such consolidation, amalgamation,
merger or sale if, on the record date or the effective date thereof, as the case may be, it had
been the registered holder of the number of Conversion Units so subscribed for. In any
case, the necessary adjustments shall be made in the application of the provisions set forth
in this Debenture with respect to the rights and interests thereafter of the Debentureholder
to the end that the provisions set forth in this Debenture shall thereafter correspondingly
be made applicable, as nearly as may reasonably be, in relation to any shares or other
securities or property to which the Debentureholder is entitied on the exercise of its
conversion rights thereafter. Any such adjustment shall be made by and set forth in a
supplemental Debenture entered into and approved by the board of directors of the
Corporation and shall for all purposes hereof be conclusively deemed to be an appropriate
adjustment.

The adjustments provided for in this Section 2.5(a) and (b) are cumulative. After any
adjustment pursuant to such subsections, the term "Conversion Units" where used in the
preceding subsections of this Section 2.5 shall be interpreted ipso facto to mean the
conversion units, or underlying securities, which, as a result of all previous adjustments
pursuant to this paragraph, the Debentureholder would have been entitled to receive upon
the exercise of this Debenture, and the number of Conversion Units indicated in any
subscription made pursuant to this Debenture shall be interpreted to mean the number of
Conversion Units which, as a result of all previous adjustments pursuant to this Section
2.5, the Debentureholder would have been entitled to receive upon the full exercise of this
Debenture entitling the Debentureholder to purchase the number of Conversion Units so
indicated.

If any question arises with respect to the adjustment provided for in this Section 2.5, such
question shall be referred to the auditors or accountants (as the case may be) of the
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