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37.

Scarsin Corporation

Assets

In Thousands ($000s)

Cash 4.4
Property, equipment and intangibles 0.0
Total Assets 4.4

The Company’s realizable assets are discussed in greater detail below:
a) Cash —represents the Company’s cash position as at September 25, 2025; and

b) Property, equipment and intangibles — according to the Company’s books and records, the net book value
of the Company’s property, equipment and intangible assets was approximately $103,000 as at August 31,
2025. However, the Company’s books and records indicate that the majority of the net book value is
related furniture, computer equipment, and computers. Given the nature of these assets, the Company
estimates that in a liquidation scenario, the realizable value would be $Nil, net of any commissions and
expenses that would be charged by a liquidator.

As noted above, the Proposal Trustee understands that the Company is developing its next generation
product, Amaith, and that significant development costs remain before the product can be
commercialized. At this time, The Proposal Trustee is unable to estimate the potential purchase price of
the software in development in a liquidation scenario, given that additional funding and internal know-
how would be required to further develop the product and market interest unknown.

SECTION F — CONDUCT OF THE COMPANY

38.

39.

40.

The Proposal Trustee has monitored the Company’s cash flows since the NOI filing date and is aware that
disbursements have been made in accordance with the projected cash flow. In addition to the payments made
in accordance with the cash flow forecast, the Company made a payment of approximately $12,000 to a critical
creditor in respect of pre-filing obligations, of which $5,400 was outlined in the First Report. The Company has
advised the Proposal Trustee that the creditors provide it with an integral service, and disruptions would
materially impact operations. While this payment was not contemplated in the original cash flow forecast, it
reflects the Company’s efforts to maintain operations and support the ongoing viability of the Proposal.

Also as noted in the First Report, on September 29, 2025, the Company paid payroll in the ordinary course for
its eight (8) current employees for the payroll period from September 16, 2025 to September 30, 2025 (the
“September 30 Payroll”), the majority of which related to the period prior to the Filing Date. As further outlined
below, all Preferred Claims are anticipated to be from former employees who were terminated prior to
September 16, 2025, and hence were not included in the September 30 Payroll.

The Proposal Trustee has not performed a review of the Company’s books and records with respect to potential
fraudulent preferences, settlements or transfers at undervalue, as defined in the BIA. It is the intention of the
Proposal Trustee to discuss the scope of any review with the Inspectors appointed pursuant to the Proposal.

SECTION G — CREDITOR CLAIMS

41.

Scarsin’s creditors according to the Company’s Statement of Affairs are summarized in the table below:
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Scarsin Corporation
Category of Creditors

Value in
Number of Thousands
Creditors ($(000s)
Priority Claims (Deemed Trust) 1 287.2
Secured Creditors 2 301.4
Preferred Creditors 6 10.7
Unsecured Creditors 8 763.6
Total Creditor Claims 17 1,362.8

Priority Claims

42. According to the Statement of Affairs, the Company had approximately $287,000 outstanding in source
deductions owing to the Crown as at the Filing Date (the “Deemed Trust Claim”). Pursuant to the Proposal, all
amounts due to His Majesty in Right of Canada or a Province for all Crown Claims, to the extent not already paid
in the normal course of business, shall be paid in full within six (6) months of the Effective Date, unless His
Majesty consents otherwise.

Secured Creditors

43. The outstanding claims of the Company’s secured creditors are as follows:

Scarsin Corporation
Secured Creditors

Value in
Number of Thousands
Creditors ($(000s)
Royal Bank of Canada 1 192.9
Paul Minshull 1 108.6
Total Secured Claims 2 301.4

44. As noted in Section B above:
a) RBC s in the Secured Class in respect of its claim and is entitled to vote under the Proposal; and
b)  P.Minshull, in respect of the Minshull Loan, is to be unaffected by the Proposal.

45. The Proposal Trustee notes that based on its review of a Personal Property Security Act (Ontario) enquiry report
dated September 17, 2025 (the “PPSA Enquiry Report”):

a) RBC has registered a general security interest as against the assets of Scarsin;

b) Dell Financial has registered an interest as against Scarsin with respect to computer equipment and
peripherals. As at the filing date, Dell Financial does not have any amounts outstanding and is
unaffected by the Proposal; and

c) Citibank Europe PLC (“Citi”) has registered an interest as against Scarsin with respect to certain assets.
The Proposal Trustee understands that Citi is a secured creditor pursuant to a general security
agreement over all accounts receivable and related payment obligations owing to a Scarsin customer,
but that at the Filing Date, no accounts receivable with respect to that customer were outstanding.
As such Citi is not anticipated to have any provable claim in the Proposal.

46. The Proposal Trustee will provide notice of the Proposal and the Creditors’ Meeting to both Dell Financial and
Citi even though no amounts are currently owing and they are not proposed to be impacted.

47. The Secured Creditor claims referenced above exclude any outstanding balances under the Administration
Charge and DIP Charge, which arose after the Filing Date.
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Preferred Creditors

48. According to the Statement of Affairs, the Company identified six (6) creditors that could be entitled to a
preferred claim under section 136(1) of the BIA, being former employees. As at the Filing Date, the Company’s
books and records indicate that certain former employees of the Company were owed approximately $10,700
for unpaid vacation pay (the “Section 81.3 Amounts”) earned during the six-month period prior to the Filing
Date. Pursuant to section 81.3 of the BIA, these amounts could be subject to a priority claim in a bankruptcy of
the Company.

49. The Company has advised the Proposal Trustee that all amounts owed to Scarsin’s employees, in respect of
outstanding wages, which may have existed as of the Filing Date, have been paid by the Company in ordinary
course. As noted above, we understand that none of the former employees were included in the September 30
Payroll.

50. Asnoted in Section B above, all proven Employee Preferred Claims shall be paid to the entitled claimants (if any)
immediately after the Court Approval Date.

51. The Company’s Preferred Creditors are included in the Unsecured Voting Class and are entitled to vote under
the Proposal in respect of their Proven Claim.

Unsecured Creditors

52. According to the Company’s Statement of Affairs, Scarsin has sixteen (16) Unsecured Creditors, consisting of
trade vendors, and current employee and former employees for a total of approximately $763,000. The
forementioned six (6) employees with preferred claims also have unsecured claims for termination and/or
severance pay, as applicable.

Scarsin Corporation
Unsecured Creditors

Value in
Number of Thousands
Creditors ($(000s)
Other employee liabilities 8 415.1
Deferred wages 1 172.2
Trade vendors 6 101.3
Shareholder loan 1 75.0
Total Unsecured Claims 16 763.6

53. The Company’s Unsecured Creditors are included in the Unsecured Voting Class and are entitled to vote under
the Proposal. Pursuant to the Proposal, the Deferred Wages are to be partially surrendered and otherwise
subordinated, reducing the known Unsecured Claims to approximately $591,000 for the purposes of sharing in
the Proposal Funds.

SECTION H — PREVIOUS BUSINESS DEALINGS WITH THE COMPANY

54. The undersigned trustee confirms that neither she nor the firm with which she is related has provided previous
services to the Company in any capacity other than consulting with the Company in respect of its consideration
of various restructuring options and preparation for the filing of the NOI.

55. The Proposal Trustee further confirms that it is not aware of any conflict of interest arising from the acceptance
of this appointment as Proposal Trustee.
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SECTION | — INFORMAL MEETINGS WITH CREDITORS

56.

57.

58.

The Proposal Trustee held certain discussions with RBC's counsel, Gowling WLG, after the Filing Date, and the
Proposal Trustee provided RBC’s counsel with an estimated net realization analysis in a bankruptcy scenario that
provided in Section L of this Report. The Proposal Trustee understands that the Company and RBC entered into
a settlement agreement on or about October 22, 2025, in respect of the Company’s repayment of the
indebtedness owed to RBC that is consistent with the terms of this Proposal (the “Settlement Agreement”).

The Company has held discussions with certain vendors and former employees with respect to the Company’s
NOI, and its intention to file the Proposal. The Proposal Trustee understands that these vendors and former
employees intend to, among other things, review this Report and other materials prior to formulating any
position/decision in respect of the Proposal.

The Proposal Trustee has had discussions with Scarsin, vendors and former employees with respect to the
Company’s NOI. The Proposal Trustee understands that the vendors and former employees intend to, among
other things, review this Report and other materials prior to formulating any position/ decision in respect of the
Proposal.

SECTION J - REMUNERATION OF THE PROPOSAL TRUSTEE

59.

60.

Payment of the fees and disbursements of the Proposal Trustee, including legal fees, and the fees and
disbursements of the Company’s counsel are to be paid in priority to the Crown Claims, Secured Claims,
Preferred Claims and Unsecured Claims. Such fees shall be based on the time expended and charged by the
Proposal Trustee and its legal counsel at their standard hourly rates.

Funds are currently being held in trust with Company’s counsel, Miller Thomson LLP, of approximately $11,000
as security for outstanding fees of the Proposal Trustee incurred in connection with these proceedings prior to
the Filing Date in the amount of approximately $15,000.

SECTION K — CASH FLOW STATEMENT

61.

62.

In accordance with the Proposal filing, on October 24, 2025, management of Scarsin prepared and filed with the
Proposal Trustee a statement of projected cash flow for the period from October 11, 2025, to December 12,
2025 (the “Cash Flow Forecast”) which was filed with the Official Receiver on the same day.

As noted in the report on the cash flow filed by the Proposal Trustee and in accordance with the BIA, the
Proposal Trustee reviewed the Cash Flow Forecast and assumptions prepared by management of the Company.
In reviewing the Cash Flow Forecast, nothing has come to the Proposal Trustee’s attention which would lead
the Proposal Trustee to believe the hypothetical and probable assumptions used by the Company in preparation
of the Cash Flow Forecast are inconsistent with the purpose of the Cash Flow Forecast. A copy of the Cash Flow
Forecast is attached hereto as Appendix “B”.

SECTION L — STATEMENT OF ESTIMATED REALIZATION

Proposal

63.

As noted in Section B above, if the Proposal is accepted by RBC, and by the requisite majority of the Creditors in
the Unsecured Voting Class, the following summarizes the estimated recoveries to Affected Creditors:

a) RBC (Secured Creditor) — In full and final satisfaction of its Secured Claim, RBC would receive $80,000
(including all principal, interest and fees) which would be remitted no later than January 30, 2026;
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64.

65.

66.

b) Preferred Creditors (Employee Preferred Claims) — Payment of Proven Employee Preferred Claims (if any)
would be remitted by the Proposal Trustee to entitled claimants (if any) immediately after the Court
Approval Date. Based on the terms of the Proposal, Preferred Creditors would receive a gross dividend
yield of 100% of Proven Employee Preferred Claims (before deductions made by the Proposal Trustee for
the Levy);

c¢) Unsecured Creditors (Deemed Convenience Creditors) — Proven Unsecured Creditors with a Proven
Convenience Creditor Claim in an amount equal to or lesser than $10,000 (each a “Deemed Convenience
Creditor”) would a receive gross dividend yield of 100% of their Proven Claim (excluding any deductions
for the Levy);

d) Unsecured Creditors (elected Convenience Creditors) — Unsecured Creditors with Proven Claims exceeding
$10,000 that have made a valid election prior to the Convenience Creditor Election Deadline to be treated
as a Convenience Creditor would receive an amount equal to the lesser of $10,000 and the actual amount
of their Proven Claim (excluding any deductions for the Levy); and

e) Unsecured Creditors (excluding Convenience Creditors) — Unsecured Creditors will receive a 20%
distribution on their Proven Unsecured Claim (excluding any deductions for the Levy) no later than three
(3) months after the Effective Date.

The Proposal Trustee has performed an analysis of the creditors included in the Company’s Statement of Affairs,
and estimates that, should each eligible creditor elect to be treated as a Convenience Creditor, the Proposal
would result in an estimated gross dividend yield of 35% to the Unsecured Creditors (including the Convenience
Creditors). Including the Preferred Claims listed on the Statement of Affairs, for which Preferred Creditors will
receive full payment, the Unsecured Voting Class is estimated to receive a gross dividend yield of 42% in
aggregate. The aforementioned gross dividend yields are subject to change depending on the Proven Claims
and the number of valid elections made prior to the Convenience Creditor Election Deadline.

If the Proposal is not accepted by the requisite majority of the Proven Creditors in the Unsecured Voting Class,
Scarsin would become bankrupt on the date of the Creditors’ Meeting and the assets of the Company would
vest with the trustee in bankruptcy, subject to the rights of His Majesty in Right of Canada and the Secured
Creditors. Should the Unsecured Voting Class vote in favour, but RBC not vote in favour of the Proposal, the
Proposal can still proceed but RBC will no longer be subject to the stay of proceedings and will be able to exercise
its rights in respect of its security. As noted above, RBC has already agreed in principle to the Proposal made in
respect of its Secured Claim, in the Settlement Agreement.

The Proposal Trustee understands that the Proposal will be funded by the Company’s available cash resources,
including receipts from projected sales of beta versions of Amaith to new customers, and equity investment into
the Company. The Proposal Trustee understands that the Company continues to seek investment commitments
from interested parties, and that interested parties are withholding investment decisions until it is clear that
the Proposal will be successful. The Company has prepared an extended cash flow forecast on a monthly basis
for the period from October 2025 to March 2026, attached hereto as Appendix “C”. This is the period during
which the Company anticipates funding a majority of its financial obligations under this Proposal, except for the
Deemed Trust Claims which fall outside the period. In reviewing the extended cash flow forecast and the
accompanying notes, nothing has come to the Proposal Trustee’s attention which would lead the Proposal
Trustee to believe the hypothetical and probable assumptions used by the Company in preparation of the
extended cash flow forecast are inconsistent with the purpose of the same.

Bankruptcy

67.

68.

As stated above, should the Proposal not approved be the requisite majority of Creditors, or the Court refuses
to approve the Proposal, the Company will be deemed bankrupt. In such case, all assets vest in the Proposal
Trustee (subject certain priority claims and secured claims). In such scenario, the Proposal Trustee would seek
to realize on the assets.

In a bankruptcy scenario, the business would not continue. As a result, all employees would be terminated and
the DIP Loan and Deferred Wages claims proposed to be surrendered and/or subordinated on the Effective Date
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69.

70.

71.

72.

of the Proposal would be included as claims in the bankrupt estate, increasing the secured and unsecured
liabilities (excluding any further liabilities arising from damages for breaches of contract).

The trustee-in-bankruptcy would facilitate submission of claims by Scarsin’s eligible former employees under
the Wage Earners Protection Program (“WEPP”). WEPP provides payment up to a maximum of $8,844.22 per
employee in respect of eligible unpaid wages, vacation pay, termination pay and severance pay, as applicable
(the “Maximum WEPP Payment”). The Maximum WEPP Payment would be inclusive of the Section 81.3
Amounts and based on the Company’s books and records, is estimated to result in a gross yield of approximately
14% for the Company’s eligible employees.

As noted above, the Proposal Trustee understands that the Company has two primary software-as-a-service
(“SAAS”) products, and that the Company has attempted to sell or seek investment in respect of the legacy
product in recent years. Further, the next generation “Amaith” product is in development, and the Proposal
Trustee understands that significant development costs remain before the product can be commercialized. In a
bankruptcy scenario, given the uncertainty on market interest in the legacy software product or the next
generation software still in development, the Proposal Trustee is not in a position to estimate the potential
purchase price or if any buyers would come forward in a sale process. However, as demonstrated in the table
below, realizations on all asset classes (other than accounts) would need to exceed $930,000 before any amount
would potentially be available to satisfy claims of the unsecured creditors. There is no indication that the
proprietary software would generate proceeds close to such an amount, if sold.

Further, given the nature of the Company’s primary assets, maintaining current employees and continuity of
the source code (requiring ongoing payment of hosting costs, etc.) may be required for any marketability of the
SAAS products. Given the limited cash on hand, the Proposal Trustee is of the view that in the event of a
bankruptcy, there would be insufficient funds available in the estate to continue operations. The Proposal
Trustee does have a third-party guarantee in respect of the administration costs of bankruptcy estate up to
$25,000. However, such funds will be required for administrative requirements under the law and will not be
available to fund operations.

As a result, recoveries to secured creditors and unsecured creditors would be materially impacted in a
bankruptcy scenario. Significant Deemed Trust Claims and other secured claims (including the Administration
Charge, the DIP Charge, the RBC debt, and the Minshull Loan) are estimated to approximate no less than
$900,000. It is anticipated that, in a bankruptcy, the secured creditors will suffer a shortfall on their claims and
no funds will be available for distribution to any unsecured creditors. Set out below is the Proposal Trustee’s
statement of estimated realizations from the Company’s assets in a bankruptcy scenario:

12
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Scarsin Corporation

Statement of Estimated Realization Summary
In Thousands ($000s)

Estimated Realization
Statement of
Affairs
(October 23, 2025) Low High Notes|

Assets currently available for realization 1
Cash 4.4 4.4 4.4 2
Property, equipment and intangibles 0.0 - TBD 3
Total 4.4 4.4 4.4
Administration Charge TBD TBD 4
Pre-filing Source Deductions (287.2) (287.2) 5
Debtor-in-possession interim financing (233.0) (233.0) 6
Less: Priority Claims

Unpaid Wages and/or Vacation (14.0) (10.7) 7
Total Priority Claims (14.0) (10.7)
Estimated Fees and Expenses of the Trustee (25.0) (100.0) 8
Total Estimated Realization to Secured Creditors (554.8) (626.5)
Secured Claims

Royal Bank of Canada (197.7) (197.7)

Minshull Loan (108.0) (108.0)
Total Secured Claims (305.7) (305.7)
Surplus/ (Shortfall) to Secured Creditors (860.5) (932.1)
Estimated Funds Available for Distribution to Unsecured Creditors $Nil $Nil

Notes
1 Based on the information that the Proposal Trustee has available at this time it has estimated realizations in a
hypothetical bankruptcy scenario. In preparing this analysis, the Proposal Trustee assumes that the financial
position of the Company as detailed in the Statement of Affairs is not materially different than the financial position
as at the date of bankruptcy.

2 Assumes there is no material change in the cash balance from October 17, 2025.

3 Property, equipment and intangibles relate to the realizable value of the Company's computer equipment, furniture
and fixtures, and computer software.

Estimated potential purchase price is not available at this time given the level of interestin the Company's legacy
products and stage of completion for the software currently in development.

See Note 8 for discussion of funding requirements to properly maintain continuity to market the assets.

4 Pursuant to the Order dated October 9, 2025, the maximum Administration Charge is $145,000.
5 Amounts related to pre-filing source deductions withheld but not remitted to the Canada Revenue Agency.
6 Forecastdebtor-in-possession draw as at November 10, 2025.

7 The Proposal Trustee understands that vacation paywas owed to the Scarsin employees at the Proposal filing that
would be subject to a priority up to $2,000 per employee pursuant to section 81.3 of the BIA. In the event of a
bankruptcy, itis expected that wages would also be outstanding, increasing the section 81.3 claims to ~$14k.

8 The Estimated Realization (High) assumes the Trustee would maintain the continuity of the existing source code,
necessaryemployees, and broadly market the source code as part of its realization strategy. Additionallyitis
assumed thatin the Estimated Realization (High) the Trustee would enter into a fee arrangement to fund this
realization strategy (most likely party being the Canada Revenue Agency).
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SECTION M — RECOMMENDATIONS

73.

74.

75.

If Scarsin becomes bankrupt, the estimated realizations from the Company’s assets in a liquidation would be
insufficient to result in distributions to unsecured creditors and are likely to be insufficient to repay secured
claims in full, including the Deemed Trust Claims. In this scenario, the only source of recoveries for eligible
former employees would be through WEPP.

The Proposal contemplates total proposal payments in excess of $530,000 for all Affected Creditors. Based on
the Statement of Affairs and the Company’s books and records, the Proposal is estimated to result in an average
gross recovery of 42% to the Unsecured Voting Class, and a minimum target recovery of 20% on Proven Claims
of Unsecured Creditors. The terms of the Proposal and Information set out herein indicate that the acceptance
of the Proposal would provide the opportunity for all of the Affected Creditors — including potentially Canada
Revenue Agency — to receive a higher recovery on their Proven Claims than would otherwise be received in a
liquidation scenario.

In the circumstances, the Proposal Trustee recommends that the Unsecured Voting Class accept the Proposal in
order to provide the Unsecured Voting Class with the opportunity to maximize recovery on their indebtedness
with Scarsin.

SECTION N — MEETING OF CREDITORS

76.

77.

78.

79.

80.

81.

The meeting to consider the Proposal will be held on November 10, 2025, at 11:00 a.m. EST via the Microsoft
Teams platform. Creditors may also attend the meeting to consider the Proposal either in person at the offices
of Miller Thomson LLP, or by proxy.

In completing the Proof of Claim form enclosed with the Notice to Creditors, the Unsecured Voting Class should
only include amounts incurred prior to September 25, 2025, and outstanding as of the Proposal Filing Date.

Creditors electing to be treated for all purposes under the Proposal as a Convenience Creditor, may complete
the enclosed Convenience Creditor Election Form and return to the Proposal Trustee prior to the Convenience
Election Deadline, being November 5, 2025, at 5:00 p.m. EST.

It is expressly noted and should be clearly understood that KPMG, acting solely in its capacity as Proposal
Trustee, assumes no responsibility for any claims against Scarsin before, on, or after the Filing Date.

Please note that for your vote to count in connection with the Proposal, it is necessary that you complete and
submit the required documents prior to the Creditors’ Meeting.

Creditors who do not wish to attend or be represented at the meeting but who wish to vote, may forward their
Proofs of Claim and voting letters to the Proposal Trustee be received prior to the start of the Creditors’ Meeting.
Should you have any questions in connection with the Proposal or this Report, please contact via email at
scarsin@kpmg.ca or manojoommen@kpmg.ca.

Dated at Toronto, Ontario, this 30" day of October, 2025

KPMG Inc.

In its capacity as Proposal Trustee
of Scarsin Corporation and not in
its personal or corporate capacity

Per:

7

s

Katherine Forbes, LIT
Senior Vice President
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APPENDIX “A”
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Court File No.: BK-25-03277756-0032
District of: Ontario

Division No.: 07-Hamilton

Estate No.: 3277756

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, c.
B-3, AS AMENDED

AND IN THE MATTER OF THE NOTICE OF
INTENTION TO MAKE A PROPOSAL OF
SCARSIN CORPORATION
PROPOSAL

Scarsin Corporation hereby submits the following Proposal to all of its Creditors pursuant
to Part III of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended.

ARTICLE 1
INTERPRETATION
1.1 Definitions
1. In this Proposal, the following terms have the following meanings:

(a) “Act” means the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as
amended, and in force as at the Filing Date;

(b) “Administrative Fees and Expenses” means the fees, expenses and legal fees
of the Trustee and the Debtor on and incidental to the preparation,
consideration, facilitation, and implementation of the Proposal and any
amendments thereto, including fees, expenses and legal fees incurred by the
Trustee relating to or arising out of the Proposal;

() “Approval Order” means an Order of the Court approving this Proposal (as
approved by each class of Creditors) to be granted pursuant to the provisions of
the Act, the appeal period having expired and no appeal having been filed or
any appeal therefrom having been dismissed and such dismissal having become
final;

(d) “Business Day” means any day, other than a Saturday, Sunday or statutory
holiday, on which banks are generally open for business in Toronto, Ontario;
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(e)

®

(2
(h)

@

“Certificate of Full Performance” means the certificate that the Trustee shall
provide to the Debtor and the Official Receiver upon Performance of the
Proposal pursuant to the provisions of the Act;

“Claim” means any right of any Person against the Debtor in connection with
any indebtedness, liability or obligation of any kind of the Debtor which
indebtedness, liability or obligation is in existence at the Filing Date, whether
or not reduced to judgment, liquidated, unliquidated, fixed, contingent,
matured, unmatured, disputed, undisputed, legal, equitable, secured, unsecured,
present, future, known, unknown, by guarantee, by surety or otherwise and
whether or not such a right is executory in nature, including, without limitation,
the right or ability of any Person to advance a claim for contribution or
indemnity or otherwise with respect to any matter, action, cause or chose in
action, whether existing at present or commenced in the future based in whole
or in part on facts which exist prior to or as of the Filing Date; and any
indebtedness, liability or obligation of any kind arising out of the repudiation,
restructuring or termination of any contract, lease, license, equipment lease,
employment relationship or other agreement after the Filing Date, or any claims
that may arise under any contract, lease, license, equipment lease, employment
relationship or other agreement which may arise as a result of the insolvency of
the Debtor. For greater certainty, the Claim of His Majesty the King in Right of
Canada or a province with respect to the Income Tax Act, and the Excise Tax
Act will include:

(1) Liabilities under the Income Tax Act, the Excise Tax Act and that
arise as a result of this Proposal and the implementation of its
provisions; and,

(i1) Any liability that has or could accrue to the Debtor pursuant to the
Income Tax Act, Excise Tax Act, or Retail Sales Tax Act, including,
but not limited to s.227.1 of the Income Tax Act, and s.323 of the
Excise Tax Act, (the “Director Liabilities”), irrespective of
whether or not the CRA has raised an assessment against the Debtor
for these Director Liabilities;

“Common Shares” means equity ownership in the Debtor;

“Convenience Creditor” means a Creditor with a Convenience Creditor Claim;

“Convenience Creditor Claim” means (a) any Proven Claim of a Creditor in an
amount less than or equal to $10,000, and (b) any Proven Claim of a Creditor in an
amount greater than $10,000 if the relevant creditor has made a valid election for
the purposes of this Proposal in accordance with this proposal prior to the

Convenience Creditor Election Deadline;

“Convenience Creditor Consideration” has the meaning ascribed to it in Article

7.6;





